Arizona Board of Regents Position on
Balancing the FY 2009 and FY 2010 State Budgets

General Statement from the Board of Regents

e The Board of Regents acknowledges that the State of Arizona and our local governments
face unprecedented budgetary shortfalls.

e We also acknowledge that the Nation’s recovery will be slow and budgetary shortfalls
may extend beyond FY 2010.

e The Board is prepared for the Universities to shoulder a fair share of the burden of the
state’s budget balancing measures.

e We are prepared to assist in a comprehensive examination of all available options for
balancing the FY 2009 and FY 2010 budgets.

e At the same time, the Board is determined to preserve the tremendous gains the
University system has made in establishing Arizona’s public University system as a
catalyst for our economy and a source of pride and opportunity for our citizens.

e To that end, the Board believes we must work closely with Arizona’s Congressional
delegation and State Leaders to anticipate and optimize Arizona’s share of new federal
aid under the pending federal stimulus program.

e Further, to aid in Arizona’s economic recovery, the Board calls upon the Legislature to
not further delay the implementation of the University capital projects under the SPEED
legislation. These projects are ready to go and will provide critically needed construction
employment at a time when construction costs are at a cyclical low.

FY 2009—Board of Regents Proposal

e The enacted FY 2009 budget required the Board of Regents to allocate a system-wide
reduction of $50 million from the amounts otherwise appropriated to the Universities.
The Board made these cuts prior to the start of the current fiscal year.

e Knowing that the state’s fiscal condition was worsening, in the fall of 2008, and in the
face of 5% enrollment growth this year, the Board required the Universities to take
additional steps to reduce spending in FY 2009, based upon the belief that there would
be mid-year reductions of another $50 million.

e Now, with just 5 months left in the fiscal year and the Spring Session underway, there
are very limited options for further cutting spending in FY 2009.

e Since receipt of the JLBC budget estimates earlier this month, the Regents have worked
with the University Presidents to identify further savings to be implemented between
now and June 30. This review is now complete and the Board of Regents has arrived at
a plan that will increase the University System mid-year reduction to a total of $100
million for FY 2009 (as outlined in Attachments A-A4). When these Board-proposed
cuts are added to the original cuts of $50 million, the University System will have been
cut by $150 million, or 13.2%, a larger cut than any other major budget unit of the state.

¢ In conjunction with these mid-year cuts, the Board asks the Legislature to work with us
on a plan to move forward with the SPEED capital projects approved last spring.

e As detailed in the attachments, the implementation of another $100 million of cuts will
require the elimination of certain positions, layoffs and furloughs. Any cuts beyond this
level, this late in the fiscal year, would cause a severe disruption of the academic year
that is nearly two-thirds over.




e Importantly, in order to maximize Regents/Universities’ flexibility in dealing with these
cuts so late in the fiscal year, the Regents expect to retain the authority to allocate these
$100 million of further cuts amongst the Universities, as we did the first $50M of cuts.

e The $100M figure is inclusive of any possible use of University Operating Balances to
help absorb the University budget cuts. The Board believes that any significant
reduction in these relatively modest balances would further jeopardize the financial
integrity of the system and must be left to the Board to determine the extent to which
they are used to implement these budget cuts.

FY 2010—Board of Regents Position

e The Board is prepared to work with the Governor and Legislative Leadership to enact a
FY 2010 budget that is fair and balanced.

e We believe that decisions should be based, in part, on those options that have the most
favorable impact on the state’s economy and the long-term sustainability of the budget.

e The Board is already working with the Universities on ways to “annualize” and make
permanent the $50 million of original cuts, as well as the $100 million of mid-year
budget cuts taken in FY 2009, as we plan for the 2009-10 Academic Year.

e The Board is prepared to restructure the Universities to make these cuts permanent.
We would note, however, that further budget cuts in FY 2010 would have an even
greater impact on course offerings for next year and will require substantial lead times
for making significant changes in program offerings for the Fall semester—impacts that
could potentially include closure of departments, schools or campuses.

¢ The Board would again note the importance of the pending federal stimulus legislation
in building a fair and balanced budget for FY 2010. The current Congressional
proposals appear to offer more federal aid for Arizona than the $400 million annually
that is assumed in the JLBC budget, and may reduce the overall size of the cuts
necessary to balance the FY 2010 budget.



Arizona University System

Preliminary Impact Analysis for Spring 2009 and Academic Year 2009-2010 of a $100 million General Fund Base Budget Reduction in FY 2008-2009

ASU UA NAU System Total

45,290,000 39,460,000 15,250,000 100,000,000
Personnel
Furloughs for employees X X X
Employee Layoffs X X X
Senior administrative searches canceled/postponed indefinitely X X X
Positions eliminated or postponed X X X
Faculty lines converted to non-tenure (searches that were tenure-track converted to non-tenure track) X
No pay increases for any category of employee from January 2009 forward X X X
Faculty market compensation adjustment postponed X
Hiring freeze becomes planned layoffs and terminations; positions not rehired if vacancies occur X X X
Note: Options for reducing the budgets by 100 million with only five months remaining in 2008-09 are limited. X X
Programmatic/Academic
Increased class sizes X X X
Fewer courses offered X
Academic Restructuring X X X
Closing of University College and reduction of academic colleges from 16 to 13 (UA) X
Loss of several degree programs or sets of programs X X
Reduction in force of instructional faculty X X X
Reductions in student services X X
Distance learning physical sites closed X
Reduction or elimination of research centers and institutes X X
Academic support functions reduced or eliminated X X
Reductions in services performed by public service and outreach programs X X X
Elimination of public service and outreach programs X
Stop planning for new health programs (Occupational Therapy in Flagstaff and Physician Assistant in Phoenix) X
Administrative
Closure and reductions of centers and institutes, including closed the High Altitude Training Center X
Eliminating Residence Life computer labs and modem pool X
Outsourcing campus supply X
Severe reductions in travel, equipment, and abandoned planned purchases, publications, and capital projects X X X
Services at rural sites will be curtailed X
Reductions in central support of local functions X X X
Reductions in intercollegiate athletics spending without elimination of sports X X
Reductions in (or transfers from )intercollegiate athletics -- severity depends on level of cut; major savings not recouped until FY11 or later X X
Academic support reductions and eliminations X X
Administrative and student services reductions and eliminations X X X
Delayed maintenance and renovation to facilities X X X
Subsidized campus facilities serving the community closed or prices increased to make them self-supporting X X X
Reduced support for public service and community outreach programs X X X
New Revenue
Student recreation, health, counseling, etc. services forced to become self-supporting X
Evaluating increased student payment plan and credit card fees X
Possible Fee Increases for Fall 2009 (Board must approve ) X X X
Raise limit for Board approval and service and course fees to $100 -- must be done this spring X X X
Potential re-evaluation of tuition increases for fall 2009-spring 2010 (additional increases beyond previously approved) X X
Allow course fees to be used for graduate assistant support X X
Re-evaluate top of bottom one-third tuition policy (tie to actual peers instead of 50-state survey) X X X
Scholarships/Tuition Waivers
Reduce merit scholarship aid (limited effect for fall 09-10, implemented fully in fall 10-11) X X X
Potentially suspend the High Honors (AIMS) scholarship program X X
One-time Balances
Uses of local balances and one-time university funds X X X

Note: This matrix represents the categories of actions that will be necessary over the next 18 months through the end of FY 2009-2010 to absorb a $100 million base budget reduction in FY 2008-2009

The Universities have limited options over the next 5 months to manage the reduction and will need to rely on one-time funds and other measures such as furloughs to meet the cut deadline.
The matrix above details all options available in Spring 2009 and in Academic Year 2009-2010 required to make a permanent reduction in the base budget.

ATTACHMENT A



Preliminary estimate of Percentage by Category

Impact of $100 Million in FY 2008-2009

ATTACHMENT Al

NAU ASU UA Total
15,250,000 45,290,000 39,460,000 100,000,000
Administrative 25% 10% 15% 14% $ 14,260,500
Personnel 30% 72% 40% 53% S 52,967,800
New Revenue 10% 5% 10% 8% S 7,735,500
One-Time Balances 35% 13% 35% 25% S 25,036,200
100% 100% 100% 100% $ 100,000,000

Note: Options for reducing the budgets by 100 million with only five months remaining in 2008-09 are limited.

The percentages above demonstrate how each university will handle the cuts in 2009.
Assuming the cuts are recurring to the base, the universities will utilize additional options next fiscal year
to balance the structural deficit. More permanent reductions in work force and academic programs will

Academic Restructuring



ATTACHMENT A2

Arizona State University
January 26, 2009

Arizona State University Budget Reductions
Context for ABOR Matrix of $100M Reduction Impact

For the last seven years, ASU has pursued a mission emphasizing the goals of access, excellence,
and community service. ASU has sought to provide a high quality education to all Arizona
students who are qualified and seek such an opportunity. It has sought to build a university of
substantial educational and research distinction that contributes to the improvement of its
community, Arizona, and the world. And it has sought to emphasize its connection to the
community in the relevance of its research work and the services that it can provide to all of the
citizens of the Phoenix metropolitan area and the State of Arizona.

This mission has resonated with many and has led to substantial increases in the investment in
the university by the State, by students and their families, by external funding agencies, and by
philanthropists. Together, we have built an institution that is of greater service to the State and
its advancement.

The current budget problems in Arizona, the country, and the world present challenges to all of
us and require sacrifices as well as thoughtfulness in implementing the sacrifices. ASU is
prepared to do its part in solving these problems—in the short term through budget reductions
and in the long term in continuing to build the base needed to emerge from the problems
stronger.

ASU will not abandon this mission in the process of addressing these problems. The University is
determined to continue to offer enrollment to all qualified Arizonans in affordable programs of
high quality and relevance to future career opportunities. It is determined to provide financial
support to all students who need help in covering the costs of their education. Itis determined
to provide the ability for every student to graduate in four years through proper support and a
full range of course offerings. It is determined to advance the building of the research
infrastructure that is so important to a high quality faculty, a high quality education, and a
robust and diverse economy in the region.

The pursuit of this mission will have to take a somewhat different form in the face of budget
reductions, but it can be maintained if the reductions are thoughtfully implemented and their
size is not out of proportion.

ASU has successfully managed to maintain student access and reasonable levels of program
quality in the face of cuts that now cumulate to 10% of its state general Fund appropriation.
Reductions of $37 million were implemented in FY2008 and to start FY2009 through drawing on
balances, staff layoffs and elimination of positions that became vacant (over 265 positions) and
reducing non-personnel costs of travel, equipment, and supplies. Major restructuring of 18
academic units was undertaken to gain the savings possible through the efficiencies of
consolidation. An additional permanent reduction of $24 million has been implemented mid-
year in FY2009 by eliminating over 200 part-time faculty and increasing workloads for full-time
faculty, laying off additional support staff, cutting utility costs by adjusting office temperatures,



ATTACHMENT A2

and further reducing supply and equipment use. ASU is operating on S50 million (10%) less
General Fund money and with almost 500 fewer employees than it did last year despite
enrollment growth of almost 3,500 FTE students (about 6%) in that same period.

ASU is prepared to implement further reductions with actions that will continue to seek to
maintain its mission of access, excellence, and community relevance. The University will ask all
of its employees to sacrifice to assure that the State’s budget objectives can be met without
destroying an institution that will be so essential to the State’s recovery and future. A furlough
that will reduce the pay of all employees by up to 12% of the salary and wages due over the
balance of the fiscal year will be implemented. Additional staffing reductions will be taken in
areas that will have the least impact on the ability to deliver the education. We will borrow
from balances accumulated for investment in the institution’s future to meet today’s needs.
With these actions ASU can bring its level of cumulative and permanent reduction to almost $75
million or 15% since the beginning of FY2009.

In FY2010, ASU will find permanent reductions to replace the temporary measures that will
allow it to complete the spring 2009 term without damage. Further consolidations and program
restructurings will be needed to accomplish this and hundreds of additional staff and faculty not
tenured or on the tenure track will have to lose their jobs. Adjustments will be required in some
merit based financial aid programs so as to protect the ability to assure financial aid is available
to those with need. And we will have to ask students and their families to pay, though modest
fee increases, for certain services previously supported by state funds. Together, these will have
painful consequences for all, but they will also assure that ASU’s mission can be maintained
appropriately.






