SENATE FI NANCE COW TTEE
February 16, 2017
9:35 a.m

9:35:44 AM

CALL TO ORDER

Co- Chair Hoffman called the Senate Finance Commttee
nmeeting to order at 9:35 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Anna MacKi nnon, Co-Chair
Senator Cick Bishop, Vice-Chair
Senat or M ke Dunl eavy

Senator Peter M cciche

Senat or Donny O son

Senat or Nat asha von | mhof

VEMBERS ABSENT

None

ALSO PRESENT

Janmes Johnsen, President, University of Al aska; Senator
Berta Gardner; Senator Gary Stevens.

SUMVARY
FY 18 BUDGET OVERVI EW
UNI VERSI TY OF ALASKA

Co-Chair Hoffman stated that the committee would be going
through a different process in handling the operating
budget and not doing business as usual. He shared that the
Senate had cone up with a plan to try to address the $3
billion budget shortfall, and had found an additional $300
mllion in cuts to the operating budget. He referred to the
governor's proposed plans to raise revenue including a
notor fuel tax and revision of the Permanent Fund D vidend
(PFD) plan. He thought that if all three of the governor's
revenue neasures were to be inplenmented, there would stil
be a $674 million deficit the follow ng year.



Co- Chair Hof fman continued, stating that even if the Senate
acconplished its proposed $300 mllion in reductions, the
state would still be operating at a deficit of well over
$500 mllion. He thought the legislature had nmde
substantial reductions over the course of the preceding
years, and nentioned the departnents that represented | arge
conmponents of the budget: the University of Al aska (UA),
the Departnent of Transportation and Public Facilities, and
the Departnent of Health and  Soci al Servi ces. He
communi cated that he planned on having overviews of the
state's four mmjor cost drivers to enable nenbers to
under stand how each conponent was providing services to the
people of Alaska. In prior years, the commttee had not
focused on specific departnments, but rather heard overviews
of each agency.

Co-Chair Hoffman informed that the subcomrittee chairs
would continue to operate and would cone forward wth
recommendations. Because the Senate had taken a new
approach, there would be additional hearings, starting with
today's neetings. He expressed that the intent of the
presentation was to have as detailed as possible
understanding of the services that UA provided to the
peopl e of Al aska.

AFY 18 BUDGET OVERVI EW UNI VERSI TY OF ALASKA

9:39:45 AM

JAMVES JOHNSEN, PRESIDENT, UN VERSITY OF ALASKA, expressed
appreciation for Co-Chair Hoffrman's remarks, and echoed the
sentinment that it was not possible to nove forward doing
business as wusual. He comented that UA was not noving
forward in a business-as-usual manner. He hoped that the
commttee would recognize that in addition to being one of
the four nmajor cost drivers in the state, UA was al so one
of the mjor drivers of the econony and future. He
acknowl edged the Senate's plan and fiscal focus, and its
attention to making sure that government was operating in
the nost cost-effective manner. He stated that he would
address the values that UA provided the state, including a
conmitnent to cost effectiveness.

Presi dent Johnsen di scussed the presentation "University of
Al aska - FY18 Budget Overview' (copy on file).
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Presi dent Johnsen turned to slide 2, "Constitution &
St at ut es”:

AK Const. Art. 7, 8 2 State University

University of Alaska is hereby established as the
state university and constituted a body corporate. It
shall have title to all real and personal property now
or hereafter set aside for or conveyed to it. |Its
property shall be admnistered and disposed of
according to | aw.

AK Const. Art. 7, 8§ 3 Board of Regents

The University of Al aska shall be governed by a board
of regents. The regents shall be appointed by the
governor, subject to confirmation by a majority of the
menbers of the legislature in joint session. The board
shall, in accordance with law, formulate policy and
appoint the president of the university. He shall be
t he executive officer of the board.

Al aska Statutes Title 14 Chapter 40
AS 14.40.10 - AS 14.40.817 govern the University of
Al aska

President Johnsen noted that the University would be
celebrating its 100-year anniversary of the territorial
| egi sl ature establishing the foundation of the college. He
rem nded that UA had its roots and origin in the
constitution itself.

Presi dent Johnsen di scussed slide 3, "University M ssion":
"The University of Alaska inspires |learning, and
advances and dissem nates know edge through teaching,
research, and public service, enphasizing the North
and its diverse peoples.”

Regents' Policy 01.01.01

President Johnsen stated that the University mission
statenent was simlar to that of ot her | and-grant
uni versities, but it was al so unique.

Co-Chair Hoffman acknow edged Senator Berta Gardner and
Senator Gary Stevens.

Presi dent Johnsen viewed slide 4, "University Mssion":
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Educati on
Academ ¢ and vocational instruction

Resear ch
Scientific and academc research, advanci ng
know edge basic and applied

Service
Sharing know edge to address Alaska's community
needs

Presi dent Johnsen nentioned the UA Cooperative Extension,
and the fact that alnost every UA faculty nenber had a
service responsibility that was beneficial to comunities.

Presi dent Johnsen spoke to slide 5, "100 Years of Service":

Established in 1917 as the Alaska Agricultural College
and School of M nes, today:

* One canpus in 1922 — 15 statew de canpuses today
e One graduate in 1923 — 4,800 graduates in 2016

e Alaska’s #1 higher education institution — in
education, research, and workforce preparation
e Anmerica' s #1 hi gher educat i on institution -

affordability
e Wrld s #1 research university on the Arctic

Presi dent Johnsen noted that Alaska led the nation in the
percentage of Al askans with sonme college and no degree. He
asserted that UA was the nost affordable university in the
United States if its tuition was divided into household
i ncome.

9:44: 55 AM

Presi dent Johnsen reviewed slide 6, "Serving Al Al askans,"
whi ch showed a state map and a list of all the canpuses of
UA. He noted that the wuniversity served the state, and
remarked on the size of the state. He noted that there were
three wuniversity canpuses and twelve conmunity canpuses
across the state, in addition to outreach centers and
di stance delivery.

Pr esi dent Johnsen displayed slide 7, "Alaska Sized
Benefits":
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A major econonmic engine in Alaska generating direct and
i ndirect benefits:
e 15,740 jobs result fromUniversity activities

e $1.1 billion in annual econom c/enploynent inpacts
st at ewi de

e $43.7 mllion in economc inpacts to rural Al aska
al one

* $1 of investnent generates $3 in econom c activity

e $1 of state research investnment generates $4.1 in
research dollars

President Johnson relayed that UA had contracted the
McDowell Goup to study the economc inpact of the
university on the state. He noted that there were sone
prom nent UA research prograns that generated over $6 to $7
in return for each dollar of state investnent.

President Johnsen showed slide 8, "Research Diversity &
Service":

The wuniversity is hone to nore than 60 research
centers addressing critical i ssues inportant to
Al askans, our lifestyle and our econony

Ceophysical Institute

I nstitute of Social and Econom c Research
Institute of Arctic Biol ogy

Arctic Donmai n Awar eness Center

Al aska Center for Energy and Power
Institute for G rcunpolar Health Studies
Al aska Vol cano Observatory

Ccean Acidification Research Center

Cent er for Behavi or al Heal t h Resear ch and
Servi ces

Al aska Coastal Rai nforest Center

Center for Al aska Native Health Research

President Johnsen spoke to the variety of research work
done by the wuniversity. He highlighted the Geophysical
Institute; and the Institute of Social and Economc
Research (I SER), which did relevant public policy research
that was of value to the state. The Arctic Dormai n Awar eness
Center was doing work for the United States (U.S.)
Department of Honeland Security; and had the U S. Coast
GQuard as its primary client. He discussed the close ties
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that the university had with the mlitary in Al aska. He
spoke to the breadth of issues addressed by the research
centers listed on the slide. He added that the Center for
Al aska Native Health Research had the top quality rating of
the National Institutes of Health, and that it was an
Anerican Recovery and Rei nvestment Act (ARRA) program

9:48: 06 AM

Presi dent Johnsen turned to slide 9, "Chall enges":

e Ceography — location, size, regionalism

e Students — low high school graduation rate, |ow
college going rate, |low college conpletion rate,
hal f require devel opnental education

e Econony — high in natural resources - low in “new
econony”, historically high wage to education
rati o, industry workforce gaps

e Structure - 4 admnistrative structures, 3
institutional accreditations, geographic spread

e Budget - heavy reliance on resource-dependent
state funding, 3rd year of budget reductions

e Revenue - private giving, conparatively |ow

tuitions, land grant deficit

Presi dent Johnsen considered that UA was a mcrocosm of the
state, and he was thereby addressing the state's fiscal
chall enges within the university. He relayed that prior to
the commttee neeting he had a neeting wth the
conmi Ssi oner of Depar t ment of Education and  Early
Devel opnent (DEED) to work on alignnment with K-12 education
and the wuniversity. He discussed the conmtnent of the
departnent to provide college and work-ready graduates for
t he econony and the university system while the conmm tnent
of UA was to be aligned and to produce nore top-quality
teachers for the state.

President Johnsen informed that UA had relatively |ow
private contribution rates. He discussed the historical
| egacy of the land grant, which the university was trying
to address. He thought part of the UA's heavy reliance on
the state was due to a land grant deficit. He explained
that UA did not get the close the 500,000 acres that was
due under various federal acts; but had received 110,000
acres.
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Co- Chair Hof fman asked President Johnsen to provide a brief
snapshot of what had happened with tuition in the previous
5 years.

Presi dent Johnsen relayed that tuition had increased at a
rate of about 5 percent each year. Currently, UA tuition
was 84 percent of the Wstern Interstate Conm ssion for
H gher Education (WCHE) states' average. He informed that
the WCHE states received 90 percent of Al askan students.

Co-Chair Hoffman asked when the last tine tuition was
rai sed

Presi dent Johnsen relayed that the tuition had been raised
in the current year. He discussed a proposed 9 percent
tuition increase, at which time the students (and the
University of Al aska Anchorage (UAA) debate team had nade
a counter-proposal of a 5 percent increase.

9:52: 04 AM

Vice-Chair Bishop referred to the second bullet on slide 9,
and requested to neet later with President Johnson and the
Conmi ssi oner of Educati on.

Senator O son referred to President Johnsen's conment about
a |low anpbunt of private sector contributions. He wondered
about the reason for the low contribution rate. He thought
there were sizable corporations in the state that could
contri bute.

Pr esi dent Johnsen acknow edged he was maki ng a
generalization, but did not believe there had been a strong
culture of philanthropy in Alaska after having heavily
relied on state funding for many years. He offered to bring
additional data to the commttee, wth a breakdown of
sources of revenue to the UA Foundation (the private
fundraising arm of UA). He discussed the different funding
sources at the university, and made note of a significant
decline in the rate of corporate giving from 2015 forward.
He cited relatively low alumi giving rates, and noted
there was new leadership in the foundation that had
enphasi zed private giving and alumi outreach. He commented
that many | eading institutions ran nulti-year canpaigns.

Senator O son disagreed with President Johnsen's comment
about Al aska not being a philanthropic state. He referred

Senat e Fi nance Comm ttee 7 02/16/17 9:35 A M



to the Pick.Cick.Gve program under which state residents
could donate noney to a variety of organizations. He asked
Presi dent Johnsen to contextualize his comment.

Presi dent Johnsen noted that he personally participated in
the Pick.dick.Gve program and thought that the Rasnussen
Foundation had stepped up to lead the program after
recognizing the need to build a philanthropic culture in
the state.

9: 56: 00 AM

President Johnsen discussed slide 10, "State Budget
Reduct i ons":

The wuniversity's budget has been reduced $53 M (14
percent) over the past three years.

The overall institutional inpacts are greater than
just the reduction of prograns and personnel.

The slide also showed a bar graph entitled 'UA State
CGeneral Funds FY 15 - FY 18.' He nade note of the cascadi ng
reductions, and noted that the governor's proposed budget
included a continuation of funding at the $325 million
| evel .

Senator M cciche thought it would have been helpful to see
the state support for the university system for FY 14,
whi ch he assuned was the peak of state support.

Presi dent Johnsen stated that the FY 14 anount was $377
mllion.

Senator Mcciche asked if FY 14 was the peak of funding for
UA.

Presi dent Johnsen affirmed that FY 14 was the peak Genera
Fund (GF) contribution by the state.

Co- Chair MacKinnon asked if the funding reflected on the
slide was all operating funds, or if it included deferred
mai nt enance funds that the state al so provided.

Presi dent Johnson specified that the graph showed operating

noney for FY 15 and FY 16, and did not recall that deferred
mai nt enance had cone out in those years. In FY 17 the
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regents had reallocated sone operating funds for deferred
mai nt enance, because the capital budget request for
deferred nmaintenance was not provided. He recalled that
t here had been approximately $10.5 mllion reall ocated.

Co-Chair Hoffman believed that the legislature also
appropriated a substantial anobunt in capital to the
infrastructure of the university.

President Johnsen stated that the legislature had very
| arge capital budgets over the years that had provided
tremendous facilities for UA Additionally, there were
years with generous contributions to deferred naintenance.
He commented on the university's continued |arge deferred
mai nt enance backlog, which ran from $800 mllion to $1
billion. He would discuss steps to address the backlog in a
|ater slide. He remnded that new facilities brought new
operating expenses, which were often not provided.

Co-Chair Hoffrman clarified that he had been referring to
the power plant. He asked if the president recalled the
t ot al anount of funding that was commtted to the
university for the inportant piece of infrastructure.

President Johnsen agreed that the power plant was a very
important piece of infrastructure. He estimated that $245
mllion in capital investnent had been conmtted by the
state, and the university also utilized sone bonds.

Co-Chair Hoffrman stated that although that although there
had been sone reductions, the university was viewed as very
inmportant asset of the state, ergo the substantial
i nvestnment in the power source.

10: 00: 21 AM

President Johnsen viewed slide 11, "Budget Reduction
| npacts":

e Jobs inpacted
o Cunul ative FY15-FY17 headcount reduction
over 900
o Mre than 250 reduced assignnents or
i ncreased wor kl oad
* Academ c programreductions
o Since January 2016, 50 academ c prograns
el i m nated or suspended
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o Fewer sections and | arger class sizes
0 Increases in faculty instructional workl oads

« Admnistrative function consolidation and service
reducti ons

e Cosed Glena, MGath, & Shishmaref Learning
Centers

e Reduction of faculty travel and professional
devel opment fundi ng

* Reduced research faculty start-up/ seed
availability

* Tel econmuni cati ons contract cost reduction

e Reduced owed & |eased space; defeased &
refi nanced debt

Presi dent Johnsen relayed that work was ongoing to conplete
the engineering building on the University of Al aska
Fai r banks (UAF) canpus, which would be done in one year and
would provide state-of-the-art space for faculty and
students to work. He discussed the ongoing collaboration
bet ween the two School s of Engi neering at UAA and UAF

President Johnsen specified that the precise nunber of
position reductions at UA was 923. He continued that UA had
reduced assignments and had nmade part-time jobs from sone
full-time positions. He noted that sone faculty m ght get a
reduced service, creative activity, or research assignment.
He discussed the inverse trend of economc upswing in the
Lower 48, and noted that other wuniversities were seeing
nore support to be conpetitive in faculty research rivalry.
He discussed the increasing prom nence of the Arctic as a
subject of study, and noted that the area was beconi ng
conpetitive. He discussed the over $1 mllion per-year
reduction in wi de-area network costs; and noted that UA was
selling facilities and reducing expenses through other
space changes.

10: 03: 22 AM

Senator M cciche asked if there was an active revenue arm
that pursued opportunities for UA to provide research for
the private sector. He did not feel strongly about
conpeting with the private sector, but wondered about
research that was not available through private sector
firms.
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M. Johnsen comunicated that by far, UA was the | eading
research entity in the state. He furthered that UA
partnered with and provided the majority of the workforce
for many private research organizations in the state. He
stated that UA worked with industry, and he had net wth
individuals in the oil and gas sector as well as other
sectors, who were interested in doing nore work in the
state. He discussed the cycle at UA by which alumi ended
up in positions in industry and then returned to the
university to work on a project.

Senator M cciche followed up to inquire about M. Johnsen's
assertion that UA was the nunber one research institute for
Arctic research issues. He asked about global outreach for
pot enti al revenue-enhancing research to offset state
fundi ng reductions.

Presi dent Johnsen could not identify specific organizations
that UA had pursued, but asserted that the university was
recognized by all other universities and organizations
operating in the North as the leader in Arctic research. He
agreed that global outreach was the right direction to
pursue. He thought it was inmportant to recognize that it
was crucial to conduct research that was relevant to the
North, and to Alaska in particular. He thought the mx of
research at UA had global inplications, and wanted to nmake
sure the research was highly relevant to what was happeni ng
in the state. He used the exanple of the Al aska Center for
Energy and Power, which did world-class research on mcro-
grids. He stated that Alaska led the world in research on
m cro-grids, and other countries were interested.

Presi dent Johnson continued discussing Arctic research. He
thought it was inportant to recognize that UA faculty and
researchers were not al l oned (under their research
contracts) to apply for additional research opportunities
under the contracts; which was why the G- conponent of the
research body was so inportant.

10: 07: 05 AM

Vi ce-Chair Bishop relayed that had worked closely with the
university for the past 10 years, specifically with the
M ning and Engineering Department. He referred to cross-
border coll aboration with the Yukon Territory. He discussed
sharing mne training know edge, as well as working wth
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countries such as Mngolia. He nentioned the notion of
exporting know edge to bring in revenue.

Senator M cciche referenced the 14 percent reduction in G-
funding to UA since FY 14, and queried if UA was putting
nore effort towards opportunities to bring in research
revenue.

President Johnsen pointed to the regent's reallocation for
deferred nmai ntenance, and stated that funds had al so been
real |l ocated for research. He had identified four high-Ievel
goal s for t he institution: wor k- force devel opnent
research, econom c developnent and diversification, and
building a culture of education in the state. He re-stated
that research was a top priority of the institution, and UA
was reallocating funds towards it.

Senator Mcciche stated that Al aska was |argely dependent
upon revenue from one commobdity, and thought there should
be as nuch enphasis as possible on exporting know edge of
the Arctic as a revenue base and as a nove towards
di versification

10:10: 33 AM

Presi dent Johnsen spoke to slide 12, "10-Year dide Path
Fr amewor k" :

The University's 10-year framework uses benchmarked
goals to incorporate gradual, sustainable reductions
in state general fund appropriations while increasing
university revenues through enrollnment and diversified
revenue

Presi dent Johnsen spoke to the graph on slide 12, entitled
'Moderating State General Fund Support.' He noted that UA
had thought deeply about the budget and was beginning to
| ook forward. He shared that the glide path on the graph
represented an approach to thinking about the UA budget. He
explained that in 2025 it was projected that it would be
necessary for 65 percent of Alaska's workforce to have sone
post secondary education (25 percent Dbaccal aureate; 40
percent career and technical certificate, license or
degree).

Presi dent Johnsen expressed that UA had contenplated how to
noderate state's G- support and still neet the essentia
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wor kforce goals for the state. He pondered what was a
reasonable G- request from the state. He stated that the
graph identified 1.3 tines the national average per-student
GF appropriation, which equated to $312 nmillion. He stated
that the goal would be to gradually bring down the GF
request over the period of tinme on the graph, acknow edging
the state's fiscal condition. He thought that UA could
serve the state's needs nore effectively over tinme through
a gradual reduction in dependence in state funding.

President Johnsen noted that the slide did not reflect
tuition, and noted that UA had a goal of noving from the
current |evel of 84 percent of WCHE states' average up to
equate to the WCHE states' average. He added that UA had
goals in philanthropy and research. He stated that
enroll ment was a key factor in making the vision work. He
di scussed the inportance of working with the comm ssioner
of DEED, for +the purpose of achieving the goals of
increasing high school graduation rates and college
att endance rat es. Addi tionally, he consi dered t hat
outreach to the 115,000 Al askans with sone college and no
degree would be essential in achieving the workforce goa
and maki ng the financial nodel work.

Senator von | nmhof referenced diversified revenue and asked
if UA had done an analysis of how it could benefit if the
U Med road [a proposed extension of Elnore Road through
Anchorage's University-Medical District] was conpl eted. She
wondered how nmuch land UA owned around the proposed
corridor, and if it could be |everaged to create incone
opportunities for the university.

Presi dent Johnsen was certain the UA owned substantial |and
in the area, and strongly supported increased access to the
U Med area from the north. He noted that there was a
super hi ghway that bisected the canmpus through UAA Drive,
which was extrenely wunsafe. He nentioned that other
stakeholders in the area were strongly supportive of
inproving access to the area. He thought there was
tremendous comercial opportunity for growh in the area
and nmentioned the idea of research parks and business
i ncubators. He discussed work being done at Auke Bay wth
comerci al benefits.

10: 15: 39 AM
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Co-Chair Hoffman wanted to address the 10-year glide path
depicted on slide 12. He asked about the designation of the
University of Al aska Southeast (UAS) canmpus and how it fit
into the glide path franmework.

Presi dent Johnsen referenced the UA Board of Regents recent
decision to assign UAS the admnistrative |eadership for
teacher education prograns. He stated that the decision was
tied to the workforce goal. He noted that currently the
state inported 70 percent of its teachers, which resulted
in a high turnover rate as conpared to teachers prepared
within the state. He stated that there was a strong
interest in increased accountability in the teacher
education prograns, to drive the nunbers up. He discussed a
degree program at UAS in which a student wth a
baccal aureate degree could come to canpus for six weeks in
the sumer, be teaching and taking courses during the year,
and receive a Master of Arts in Teaching degree at the end
of the first year.

Presi dent Johnsen continued, relaying that UA had worked
with DEED and school districts across the state to have
provi sional certification so that the students could be
paid while teaching. He thought that UAS would nake the
designation a top priority, while the other tw main
canmpuses had conpeting priorities.

10: 18: 20 AM

Co- Chair Hof f man asked President Johnsen about the ten-year
glide path represented on the slide, and nentioned the
Senate's 5/4/3 plan. He referred to the governor's
assertion the previous year that the budget was critical
and the current budget was in a crisis situation. He
t hought the Senate was of the sane mndset. He referred to
structural changes to nental health and corrections
progranms the previous year (through SB 74 and SB 91); and
to the revenue sharing program

Co-Chair Hoffman discussed changes to the Conmunity
Assi stance Program in which nunicipalities had been asked
to take a reduction of 50 cents on the dollar. He relayed
that he discussed education and other topics wth his
constituents, and discussed the deficit. He suggested that
if agencies were in crisis node, its budget be reduced by
ten percent. He thought the problem with the major four
cost drivers in the state was that given the inmense size
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of the budgets, even a five percent cut would translate to
a sizable anobunt. He knew the governor had worked with the
Board of Regents and other departnments to cone up with his
proposed budget. He thought it was inportant to acknow edge
the deficit and attenpt to adjust spending.

10: 22: 37 AM

Co-Chair Hoffman relayed that he made a special order
presentation on the Senate floor, and |auded the budget
reduction efforts of the Chief Justice of the Suprene Court
of Al aska. He wondered if the UA finance subcommttee woul d
work with Presi dent Johnsen' s office to look at
prioritizing the 5 percent reduction target that the Senate
had adopted. He reiterated that the Senate was taking the
lead in tightening the state's budget. He enphasized the
need for the legislature to work with all agencies. He
asked M. Johnsen to address how he would endeavor to
reduce expenses.

Presi dent Johnsen recogni zed the need to reduce expenses in
the state. He noted that the University had taken a 14
percent budget reduction over the previous few years. He
continued that UA was engaged in a contingency budget
pl anning process, as it had been the previous year. He
t hought the current challenge was to identify what UA coul d
stop doing in response to the budget cuts. He referred to
the Strategic Pathways process, through which UA had
identified areas to streamine. He appreciated the position
of Co-Chair.

Co-Chair Hoffrman stated that the |egislature' s challenge
was to assure the people of Al aska that services would
continue. He enphasized the need to |look at the long-term
fiscal health of the state. He comented on the drastic
reduction in state savings. He feared there would be
substantial reductions if a solution was not found. He did
not think an additional 5 percent reduction seened
substantial in light of the potential consequences.

10: 27: 50 AM

Presi dent Johnsen stated that he was pleased to continue
wor king with Senator von | nmhof on the issue.

Co- Chai r MacKi nnon requested the Legislative Finance
Division to produce a graph that wuld depict the
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reductions. She had seen graphs of spending, and stated
that different agencies had taken different anounts of

cuts. She discussed the small percentage of the state
budget conprised of the Legislative and Judiciary branches.
She wanted the graph to include all the branches of

governnment, to reflect the cuts that had been made from FY
15 to present. She remarked that while UA had been cut
there were other agencies that had been cut to a nuch
greater degree. She supported Co-Chair Hoffman in asserting
that 5 percent was a small cut. She acknow edged that sone
funds accessed federal funds.

10: 31: 02 AM

Senator M cciche thought slide 12 was very inportant. He
t hought that 200 percent of the national nean on a per-
student FTE basis was an extrene outlying condition. He
requested the data set that produced the graph on the
slide. He wanted to understand the funding makeup of the
Western states.

Presi dent Johnsen stated that UA was happy to provide the
requested information. He specified that the university had
sonme data from the G eat Recession, when sone states were
ratcheting down contributions and increasing tuition to
address fiscal challenges. He discussed various revenue
tools; such as online education, stronger partnerships wth
K-12 education, dual enrollnment prograns, and stronger
comunity col |l eges.

Presi dent Johnsen reviewed slide 13, "FY18 (overnor’'s
Budget Hi ghlights":

e Level funding over |ast year: $325 M UG-

* Reduction in Receipt Aut hority: $17 M -
University $10 M Fed $7 M

e Tuition rate increase (~5%: ~$5 Min revenue

* Reduction in PCNs: 225 positions

President Johnsen detailed that a 1 percent tuition
increase was equivalent to $1 mllion. He furthered that
the reduction in PCNs was nostly cl ean-up.

President Johnsen displayed slide 14, "Program Areas,"
whi ch showed a table. He pointed out that 71 percent of the
UA budget went to student instruction, 21 percent to
research, and 8 percent to service. He thought the ratio
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gave an idea of the priorities of the UA mssion. He
indicated that the nunber of enployees followed the sane
ratio; with 75 percent of full tine enployees focused on
student instruction, 17 percent on research, and 7 percent
on service. He noted that 16 percent of total expenditures
cane from tuition and fees <charged to students. He
reiterated that research generated nore than $4 in revenue
for every $1 invested.

10: 35: 08 AM

Vi ce-Chair Bishop asked how much of the total on slide 14
was conprised of adm nistration.

Presi dent Johnsen relayed that UA tracked the infornmation,
and agreed to provide the nunber at a later tine.

Co- Chair MacKi nnon asked if students were inforned that the
state paid for over 50 percent of instructional costs every
year.

Presi dent Johnsen was confident that student |eadership was
aware of the fact, and ventured to say the student body as
a whol e was not aware.

Co- Chair MacKi nnon wondered if perhaps there should be an
i nformati onal line on student tuition docunments that
reflected the state contribution. She discussed past
student opposition to hydrocarbon devel oprment, an indistry
which had generated all of the incone that was being
invested in their education. Additionally, she recalled
that students had not been supportive of income taxes, nor
a state sales tax. She thought there was a |ack of
under st andi ng of how the state was funding the university.

Pr esi dent Johnson i ndi cat ed he under st ood Co-Chair
MacKi nnon' s point.

Presi dent Johnsen showed slide 15, "Education Inperative -
65% by 2025":

By 2025, 65% of Alaska jobs are expected to require

some postsecondary education; current attainment is
37%
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UA's long-term goal is to support Alaska s evolving
wor kforce needs by producing nore graduates and
devel opi ng a stronger culture of education.

President Johnson qualified that UA would not account for
all of the 65 percent of Alaska jobs listed on the slide
as there were other postsecondary and career/technical
institutions across the state. He continued that UA was
devoting itself to neeting the goal for the state's
econony. He discussed the benefits of a higher I|evel of
educati on.

Co-Chair Hoffrman asked if President Johnson had consi dered
growh areas in the state; including healthcare services,
which was particularly inportant in the area of the state
he represented.

Presi dent Johnsen answered in the affirmative. He referred
to projections that indicated increased demand for the
heal t hcare wor kf orce.

Co-Chair Hoffrman asked if UA was trying to get nore of its
budget towards hel ping pay for the education of students to
aid them in achieving degrees. He nentioned higher tuition
costs at institutions such as the University of Wshington
and others in the Lower 48.

Presi dent Johnson thought there should be nore capacity in
hel pi ng students afford degrees, and stated that funding it
by the budget request was one of +the regent's top
priorities. He relayed that UA was looking to put nore
funds toward needs-based financial aid. He inforned that UA
was reviewng its health progranms through the Strategic
Pat hways process, which he would el aborate on later in the
presentation. He continued that the process exam ned what
steps needed to be taken to increase production of people
in the health industry across the state. He nentioned that
Roal d Hel geson, CEO of the Alaska Native Tribal Health
Consortium was part of the Strategic Pathways group. He
detailed his recent attendance at a graduation in Bethel
the previous spring, at which the mjority of graduates
were receiving certificates as community health aids.

10: 40: 57 AM
Presi dent Johnsen turned to slide 16, "Percent of 25-64
Year Ods with College Degrees — Associate and Higher,
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2013," which showed a bar graph. He described the graph as
an array of the percentage (by state) of 25 to 64-year-olds
wth an associate's degree or higher. He pointed out
Al aska's position at 37 percent. He relayed that there were
no states (as of 2013) at Alaska's goal of 65 percent.
Based on his neetings with other state system presidents

across the country, increasing degree attainnment was the
top priority for all. He was confident that if committee
menber s attended an Nat i onal Conf er ence of State

Legi slatures (NCSL) neeting, that the issue would also be a
top priority.

Senator Mcciche asked about the definition of "sone
post secondary education” and wondered if it was equival ent
to an associate's degree.

Presi dent Johnsen answered in the negative. He furthered
that there would be many val uable certificates and |icenses
t hat woul d be counted in the 65 percent goal

Senator M cciche was confused by the fact that the graph on
slide 16 mneasured the percentage of individuals wth
college degrees of +the associate level or higher. He
wondered what the percentage would be if certificates were
i ncl uded.

Presi dent Johnsen did not have a figure available but was
confident that the percentage for Al aska would be greater
than the 37 percent represented on the slide. He clarified
that the percentage would include education such as an
electrician's license, which UA would not have provided. He
cited collaboration with DEED and the Departnent of Labor
and Wor kf orce Devel opnent .

President Johnsen discussed slide 17, "Education and
| ncone,” which showed a scatter graph. He thought the slide
showed two views of Alaska, and showed that it was a |ow
education, high-wage state. He drew attention to the |ower
right quadrant on the graph, where Al aska was shown near
the State of Wonm ng; which was another natural resource
state where ~citizens had high personal income and
relatively | ow coll ege attainnent.

President Johnsen viewed slide 18, "Education and Incone,"
which showed a graph simlar to the previous slide, but
with the axes flipped. He pointed out that Al aska was not
on the correlation line, in terns of higher incone than
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woul d be expected given the state's education attainnment
level. He noted that a regression analysis was not nerely a
visual tool; but according to statisticians, was also a | aw
that dictated over tine one would regress to the nean. He
was concerned that if the state did not increase its
education attainnent, then it could safely be predicted
that Al aska woul d nove towards the nean, where incones were
considerably |lower than they were today. He thought it was
a challenge to increase Alaska's level of education
attainment in the current fiscal clinmate.

Vice-Chair Bishop conmented that the state would have to
advance to expand its econony to increase opportunities for
Al askan's. He nmentioned the state's reliance on one
i ndustry, while other states had diversified econom es.

Presi dent Johnsen agreed wth Vice-Chair Bishop.

10: 45: 52 AM

President Johnsen spoke to slide 19, "Alaska’s Brain
Drain,” and noted that the graphic enphasized the point
that UA needed to do a better job in partnership with K-12
education and other partners to drive up high school
graduation and college-going rates. He also thought it was
inmportant to reach out to enployers, to create a funnel of
education and enploynment for the state.

Senator Dunleavy referred to slide 19, and asked if
Presi dent Johnson was satisfied with recruitnent efforts of
i n-state students.

Presi dent Johnson answered in the negative, and noted that
there was a privately-funded canpaign (including radio and
television) to advertise the wuniversity. He stated that
there was increased funding for recruiting in the FY 18
budget, including traditional high-school students as well
as Al askans that had sone coll ege and no degree. He pointed
out that UA would not neet its goal by relying only on high
school graduates, but rather nust reach out to other
Al askans W th hi gh-qual ity conveni ent progr ans. He
enphasized that it was not possible to expect people to
quit jobs or nove to conplete coll ege work.

Senat or Dunl eavy asked how it was determ ned that a student

woul d need a devel opnental course. He asked if UA used the
Accupl acer assessnent.
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Presi dent Johnsen answered in the affirmati ve.

Senat or Dunl eavy wondered how nany of those who needed
devel opmental coursework were non-resident students. He
asked about the total cost per year dedicated to
devel opnmental education in the university system He asked
how many students taking devel opnental coursework were UA
scholars. He asked how many students taking devel opnenta
coursework were receiving the CGovernor's Performance
Schol ar shi p.

Presi dent Johnsen agreed to provide the information.

10: 49: 45 AM

Senator von | nmhof spoke to slide 19, and found the nunbers
alarmng. She referred to a study by Northern Econom cs,
which had tried to provide causation for sone of the
nunbers di spl ayed on the slide. She thought DEED woul d give
a presentation later in the day, and she would inquire
about whether anyone from the departnent had seen the
st udy.

Co- Chair MacKi nnon asked if President Johnson could discuss
how online degr ee- seeki ng m ght be af fecting t he
uni versity. She wondered how effective the instructors were
at engaging students. She considered hypothetically that
had slide 19 reflected a business, it would be under
consideration for a cut if there was only a 5 percent
success rate. She acknow edged that there were individuals
attending college for other reason than graduation. She
wanted to know how to neasure what happened in the
cl assroom

Presi dent Johnson thought Co-Chair MacKi nnon's question was
important and conplex. He noted that the slide only
addressed baccal aureate degrees, while there were al so nany
trades prograns that that would make the outcone increase.
Additionally, many students retained jobs (particularly in
trades) after not conpleting a degree program He spoke to
the quality of UA prograns and courses, and inforned that
faculty were peer-reviewed regularly.

Pr esi dent Johnson conti nued to speak to Co- Chai r

MacKi nnon's question. He informed that all UA classes were
reviewed by students, and prograns were institutionally
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accredit ed. Accreditation included a rigorous review
prograns by an external organization to ensure that student
| earning outcones were net. He continued that many UA
progranms had specialized accreditations in specific fields
such as education, engineering, business, and nursing;
whereby quality control was the top criterion. He had
| earned from K-12 education literature that 30 percent of
the variance in school performance was due to in-school
variables; and 70 percent of the variance was due to
external factors. He thought if the statistics applied to
UA, there would be a great deal of work to do outside of
the university to prepare Al aska's students for success.

10: 54: 22 AM

Co- Chair MacKi nnon thought naybe the budget subconmttee
for UA could ascertain what was being done towards
increased recruitnent and retention of students pursuing
advanced degrees.

Vi ce-Chair Bishop thought there was nmuch information in the
slide that needed to be discussed in greater detail. He
stated he would address the matter with the subconmttee
chair.

Senat or M cciche thought it was fair to say that UA was not
responsi ble for the 70 percent of high-school students that
did not attend college. He considered the proportion of
students that ended up attending UA, and graduated within 6
years; which signified a 50 percent success rate. He noted
that many Al askan students attended college |onger than
many states in the Lower 48. He thought the graphic on the
slide was confusing. He thought UA could be nore successfu

by capturing the 16 percent of high school graduates who
left the state for coll ege.

M. Johnsen thanked Senator M cciche for his conment on the
slide, and suggested that UA did have a responsibility to
the 70 percent that did not attend college. He referenced
studies that showed the single nobst inportant i n-school
factor for K-12 student success was the quality of the
teacher. He nentioned UA's work towards strengthening its
Col | ege of Education, and helping to build the K-12 system

Co-Chair Hoffman thought there had been robust dial ogue

with the nenbers, and the nenbers fully understood the
importance of the wuniversity and what it provided. He
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thanked UA for its persistence in generating dollars wth
funds they were given. He shared that he was a graduate of
UAF. He asked if M. Johnsen had closing remarks to make
regarding the university and its inportance.

10: 58: 46 AM

President Johnsen congratulated Co-Chair Hoffman on the
Alumi  Achi evenent Award for Business and Professional
Excel l ence that he had received from UAF the previous year.
He summarized that there was nore information in the
presentation regarding the consolidations that the regents
had decided upon, as well as nore about plan that would
enable UA to have a legally defensible land grant. He noted
that later in the day he would be speaking about the state
of UA to the State Chanber of Commerce. He would be
di scussing three points: the strength of the wuniversity,
the challenges that were facing UA, and a statenent of
confidence and opti m sm about addressing the chall enges.

Presi dent Johnsen acknow edged that the state's current
fiscal challenges could also be present in the future, and
enphasi zed the inportance of conmtnent and values of the
state. He was enthusiastic about continued work with the
uni versity budget subcommttee to address any issues.

Co-Chair Hoffman rem nded that the conmttee was hearing
from the four major cost-driver entities in the state to
gai n deeper understanding, and asked if any nenbers had
addi ti onal comments.

11: 01: 08 AM

Co-Chair MacKinnon asserted that she had confidence in
President Johnsen and the Board of Regents of UA  She
expressed appreciation for the fact t hat he had
acknowl edged the state's financial position. She expressed
appreciation for all his hard work and outreach to
i ndi vidual |egislators. She referred to information in the
newspaper that was wunflattering to the wuniversity. She
t hought President Johnsen had done an admrable job
considering the challenges that the state was facing, and
t he huge 14 percent cut the university had to acconmopdat e.

Vi ce-Chair Bishop concurred with the comments of Co-Chair
MacKi nnon. He discussed the inportance of norale and its
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connection to optimum performance at UA. He expressed
confidence in the enpl oyees of the university system

Senator Mcciche agreed with the coments of Vice-Chair
Bi shop. He commented that he was also a proud graduate of
the UA system

Senator O son praised President Johnsen's presentation.
#

ADJ QURNVENT
11: 05: 17 AM

The neeting was adjourned at 11:05 a.m
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