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University of Idaho
Faculty Senate Meeting Minutes

2009-10 Meeting #9
Tuesday October 20, 2009
Present: Baird, Baker (w/o vote), Battaglia, Edwards, Eveleth, Fritz, Guilfoyle, Hill (w/o vote), Holbrook Huber, Limbaugh, Marshall, Mihelich, Miller (chair), Murphy, Stearns, Sullivan, Williams, Wilson. Off-Campus Senators: Budwig (Boise), Dakins (Idaho Falls), Newcombe (Coeur d’Alene). Absent: Baillargeon, Geist, Graden, Padaghm-Albrecht, Stark. Guests: 4
A quorum being present, the Chair opened the meeting at 3:30 p.m.
Minutes: It was moved (Murphy, Huber) to accept the minutes of meeting #8 of the Faculty Senate. Approved. 
Chair’s Report: The Chair revisited the topic of the proposed SBOE policy changes, affecting determination of salary reductions, benefits, implementation of furloughs and other measures previously contained in the financial exigency policy. He had attended the SBOE meeting last Thursday, although the policy changes had been withdrawn from the agenda. He had met with the other senate chairs and held discussions with board member and chair of the Human Resources Committee for the Regents, Mr. Richard Westerberg, whose opinion was that the policy change was developed to codify existing policy that is presently in place, outside of the financial exigency declaration policy section. The Senate Chair had indicated to Mr. Westerberg that the language appeared to be derived directly from the present financial exigency language with the exception of the layoff provisions. Mr. Westerberg indicated that his impression was that the university and SBOE lawyers would restructure the proposed policy change and that it may be presented again at the December SBOE meeting. The Chair suggested that the senate consider forming a sub-committee to address this important issue. He noted that it appeared that there was an underlying driver to allow the CEO’s flexibility in dealing with problems akin to financial exigency, without the declaration of same.
The Provost noted that there are real difficulties for organizations that declare financial exigency. He was not aware of any university that had done so in the present national fiscal down-turn. Its declaration indicates to financiers that the organization is in a dire financial situation and leads to complex problems with increased debit interest rates and generally higher finance costs. It is something to be avoided. 
Discussion: It was noted that there had been two proposed resolutions before the senate and an option would be to bring one or both of these to vote.

Is it possible that the three Idaho universities could seek to go in different directions in response to this issue? The Chair replied that this is possible but that the senate chairs planned to continue dialog on the issue. There were various discussions on this issue. One proposal would request the SBOE to direct each university to develop in-house policy.  Thus, for example, one university might develop a furlough policy while another does not. The issues presented by these proposed rule changes are contentious, legally difficult, and challenging to debate in public forums. 

The fact that in the present difficult financial situation, the university has not had to declare financial exigency indicates that there are other options to deal with these difficult times.

Other institutions have been able to cope by raising fees. We are locked into a low fee paradigm by the SBOE. We are effectively being slowly privatized by severe reductions in state funds but we are not given the flexibility to cope by raising fees.

Fees at our university are ridiculously low! We do not have the resources to provide students with the education they deserve.

This is dialog that we should have with administration, faculty and students: How do we pay for higher education in Idaho?
What level of fee increase would be seen as one that would be needed?

Both California and Washington implemented a 14-15% increase per year over two years.

Although fee increases are needed, they should be implemented gradually. Students should not be expected to pay more than they had budgeted over the short-term. At Arizona State University fee increases were levied on new incoming students, but not previously enrolled students.

In recent years, students have always supported fee increases. It is the SBOE that has obstructed proposed increases. 

Only 25% of Idaho students go on from high school to college. This is a complex issue and loss of recruitment of in-state students should be considered in any proposed fee increases.
Provost’s Report: The Provost thanked those who attended the President’s inauguration last Friday. It was a great opportunity to showcase the university with many important visitors including Governor Otter, the Chair of Regents, Paul Agidius and other regents. Noting from the President’s address, how the world will change in the next 21 years: a world population over 8 billion and the need to provide food, water and energy needs. Higher education would be the source of solutions to these needs. He noted that the US has the highest drop-out rates in higher education in the world and US society and leadership must change these trends to keep the US as a leader in the knowledge economy. He also pointed out the outstanding resources we have in our faculty and students and the natural resources we have in Idaho. We are ideally situated to pursue the President’s initiative areas such as the confluence of the environment, agriculture and urban development. We are stepping out and being recognized in areas such as service learning. We need to do more accredited programs to connect with high school students as we head towards an enrollment target of 16,000 students. There are economies of scale around that number of students that would greatly improve our efficiency.
The Provost noted other aspects of the inauguration that were impactful, including the drumming circle, students from 87 nations carrying their national flags in the ceremony and the poem presented by Professor Bob Wrigley. The Leadership summit was another highlight. Sharon Allen, Chair of Deloitte LLP (a $10 billion company) spoke to the assembled group about the importance of investment in higher education. 
Senator Marshall expressed thanks to the inauguration organizing committee and all of those involved in the inauguration. It was an excellent event.

Senator Guilfoyle added that it was a true celebration of leadership and the role of the university in leading Idaho to a great future.

The Provost went on to address the importance of budget issues in running the university and the initiative of Interim President Daley-Laursen who had established the office of Budget. The Executive Director had been appointed today. He is Keith E. Ickes who comes to the university from a position in Boulder, Colorado. He has more than 15 years of leadership experience in higher education, including chief financial officer and vice president for administrative services, along with other roles at Colorado State University. The Provost thanked the search committee led by Dean Jack Morris.
The Provost addressed the remodeling and renovations that had been on-going through the summer and fall. The SUB Ballroom was to re-open this afternoon and tonight there would be a performance of a dance group from Ghana, the Kuson ensemble. He noted that the Lionel Hampton Jazz Festival this year would open in the SUB Ballroom in celebration of the first act to play there in 1961 – Louis Armstrong. There would be a performance by the Clayton ensemble – book early – seats are limited.
Budget Report: Vice-President for Finance and Administration, Lloyd Mues. Mr. Mues noted that he was happy to come anytime he is invited to present at senate meetings. He was excited that the 15 alteration and repair projects referred to by Provost Baker were nearing completion. These had been funded by A & R funds from the Idaho legislature about 2-3 years ago. More recently, these funds had been greatly diminished. 
The NWCCU accreditation visit had gone smoothly and financials were all in order. Moss-Adams had recently completed an external audit. There were only two findings: A delay in a transaction that the University recorded as transferred to the University and it literally had not been transferred from the bank the day that it was accounted for as having been transferred.  That transfer did occur and the University did receive the funds and yet the accounting mistake is in fact a finding.  The second was an issue with incorrect charging of federal grant/contract for employee retirement and once that was discovered it was corrected. In addition, Standard and Poor’s had just completed a rating review and UI was still rated A+. Although our CFI is presently low, it is also presently low in many peer institutions in the current fiscal climate.

The VP then took a moment to reflect on the SBOE policy issue and encouraged the senate to clarify under present policy, what is the right of the CEO with respect to the issues affecting determination of salary reductions, benefits, implementation of furloughs, etc.

Budget Status. Speaking to the PowerPoint handout distributed for the meeting, the VP noted that university total assets were down 2.9% this year, due largely to the reduction in value of the university investment portfolio. In addition, university debt was lower. The value of capital assets (buildings) had increased over $20 million. The consolidated investment trust decreased in value by about $15 million. The President has spoken about raising revenue. During each of the last three years the VP had taken student supported proposals to the SBOE for increases in student fees and each year they had been adjusted lower by the board before being approved. He noted that operating revenue typically does not cover operating costs each year as State Appropriations are technically not “operating funds”; therefore, non-operating funds (which include Appropriations), typically cover the deficit/expense associated with increased operating costs over available operating funds. Revenues were up this year but so too were operating expenses ($6.9 million and $10.9 million respectively). These were largely due to increased salary costs (pay raises) increased scholarship costs and increase in utilities costs. University investment income was down around $2 million as a direct result of the overall financial market associated with investments.
Appropriations last year included $10 million for the industry-scale dairy but these funds were locked by the legislature. The dairy is on hold due to the present fiscal down-turn. This fund was taxed at 6% ($600,000) to contribute to the re-budgeting caused by the state funds hold-back. In addition, there was $4.8 million in federal stimulus funds which is unlikely to be available next year. An additional $500 thousand went to CAES as a line item; however, those funds were removed from one time stimulus dollars and then appropriated as a line item by the State. The net effect is that we will have an $83 million appropriation, $6 million land endowment and $46 million in student fees. Thus, next year, FY11, we anticipate an $18-20 million hole to fill. We will either need to reduce costs or increase revenues or a combination of both.  He noted that a poor choice would be to reduce personnel as this would most likely lead to a “death spiral.” Increasing enrollment and retention while at the same time failing to have adequate FTE or the facilities to accommodate the increased demand, we could easily find ourselves in this spiral. He also noted the importance of budgeting Y and U accounts and his preference to use the “All funds” budgeting model.  U accounts are those accounts associated with centrally managed and budgeted funds that come from the General Administrative tax, Indirect Cost Recovery and Interest Income.

Questions:

How is the state hold-back being dealt with across units?

There is about $5 million from the general education allocation and about $1.5 million from the ag research allocation.

From the General Education fund, this rescission will be met from increased revenues from student fees (numbers are up) approx $1 million and about $800K from captured open positions, reduction of travel of about $200K, and use of reserves.

Will the loss of these open positions be permanent?

This will be determined through the year. Some of these positions will likely be permanently lost and others will not. The Provost and deans will determine which positions are lost on the academic side and the VP will determine which positions on the facilities side. Other VPs will make calls in their own areas.

A concern was raised of a perception of lack of equitable reductions (occurred last year).

The VP noted that there was scope for on-going discussion as a university community around these issues.

The VP noted that last year 31 employees lost their jobs with an additional 45 positions that were permanently closed for a total of approximately 75. We must find ways to increase revenues and/or decrease costs otherwise we would be facing a similar scenario this year as any current year reduction will require using available cash and/or a reduction in personnel costs.

The Faculty Secretary asked VP Mues to look out beyond the present fiscal down-turn and consider how we will service the hoped for 16,000 students in the next five years. What is the outlook for longer-term fiscal stability, what are the longer-term indicators and how does our longer-term budgeting fit with issues such as deferred maintenance?

The VP offered to return for some of these discussions and turned attention to the issue of deferred maintenance. Our situation is similar to many of our peers. However, we do have the oldest infrastructure of all institutions in the state. We are keeping about level with the deferred maintenance problem that accrues at the rate of about $12 million per year. He noted that students now pay a facility fee that partially addresses the problem. This had not been approved by the SBOE at the rates requested. Furthermore, Boise State University students pay a facility fee that is $200 higher than the fee approved for UI. We have some significant problems. We are undervalued in terms of our fees; we charge less than the quality of our product. Businesses that are undervalued, die. We must work hard to get fees increased and work on other creative means.

How will the rescission in the agriculture research allocation be met?

The VP replied that this was not in his area and not appropriate for him to comment.

The Provost added that an announcement was made close to the start of President Nellis’ tenure to close the Parma research station. The President had asked to take a step back and to look for entrepreneurial ways to increase revenue. There is on-going discussion with potential partners in industry, and these need to be held in private. We await their outcome.

Is there a proposed time-line for an announcement?

The Provost replied it will be weeks, not months.

The Provost went on to note that student retention was a potentially important area on which we could work for improvement. Doing thumb-nail calculations, increasing retention rates to our peer norms (i.e. about 5% improvement) over 10,000 student and $5,000 in fees per student calculates to an additional $2.5 million in revenue. This is also a morally important issue – retention of students who may struggle at some point, helping and encouraging them to achieve could change their entire life path for the better.
Adjournment: It was moved (Murphy/Battaglia) to adjourn at 5:05 p.m. The motion carried unanimously.

Respectfully submitted, 

Rodney A. Hill, Faculty Secretary and 

Secretary to Faculty Senate.
