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Chair Ige, Vice Chair Kidani, and members of the Committee:

Thank you for the opportunity to testify in support of our Fiscal Year (FY) 2015
Supplemental Budget Request. In developing our FY2015 request, we focused on critical
base budget funding issues, and aggressively addressed our deferred maintenance backlog

throughout our 10-campus system.

Restoration of General Fund Reduction Beqginning in FY2012

In the 2011 legislative session, the source of funds to support $14M in salary costs related
to the University of Hawai'i Professional Assembly (UHPA) furlough restoration was
changed from general funds to special funds, due to the state’s ongoing fiscal constraints.
Thus, since FY2012, the University has been using tuition revenues to support the $14M in
collective bargaining cost for which general funds were provided for all other public
bargaining units. We request that the $14M in general funds be restored. We appreciate
that Chair Luke and the House Finance Committee supported this request in their House
Dratft.

Additional General Funds to Sustain Higher Education System

The University System requests an additional $19.5M in general funds to supplant tuition
revenues that are also currently being used in FY14 and will be needed in FY15, for faculty
salary increases negotiated in the current UHPA collective bargaining contract. Absent the
$19.5M in general funds, the University System will be forced to continue to tap tuition
revenues for these salary costs. We appreciate that Chair Luke and the House Finance
Committee supported this request in their House Draft. We also note that the UHPA
contract expires in 2015. Thus, this is the last opportunity for the Legislature to consider an

appropriation of general funds for these particular cost items. Should the Legislature not



appropriate general funds for these items, it would be the first time that the Legislature has

not supported a negotiated agreement with general funds.

Given the critical role of higher education as part of the State’s commitment to civic
engagement and economic development, we believe that the Legislature’s re-investment in
higher education is prudent and sends a positive message to our students and their families
during these times of the increasing costs of higher education. While the restoration of
general funds to support fiscal sustainability of the University is our highest priority, we have
specific targeted initiatives that have both the support of the Board of Regents and

Governor in our FY15 supplemental operating request.

Outcome Based Funding

Several years ago, with the encouragement of the Legislature, we adopted an outcome-
based initiative to award additional general funds for achievement of our performance goals.
Through the Community College’s Pilot Program the incentive programs have resulted in
achievement exceeding their performance goals. Therefore, we are requesting that the
Legislature commit $800K, which the University will match, to support and continue the
community college system’s successful outcome-based incentive program. We appreciate
that Chair Luke and the House Finance Committee supported this request by providing
$1.0M in the House Dratft.

On behalf of the BOR, we want to mention that the BOR’s FY2015 Operating Budget

Request also contained several additional priority items, including:

Manoa Campus Facility Maintenance — Additional Core Staff

To address the Manoa campus deferred maintenance backlog, an additional contingent of
22 core facilities maintenance and grounds staff, at a cost of $1.4M, is needed to ensure the
backlog is aggressively addressed and that future maintenance projects are executed in a
timely manner to avoid further backlogs. We appreciate that Chair Luke and the House
Finance Committee supported this request by providing $925K and 17 FTE positions in the

House Dratft.



West O'ahu Campus — Base Budget Adjustment

The West O‘ahu campus’ operating budget is heavily reliant upon tuition revenues for core
staff and facility expenses, whereas on other campuses within the University System these
operating expenses are paid with general funds. The request for $3.5M in general funds
and 89 FTEs will provide a fiscally sustainable base budget to allow continued growth as
projected for West O*ahu in the coming fiscal year and next fiscal biennium. We
appreciate that Chair Luke and the House Finance Committee supported this request by

providing $1.0M and 50 FTE positions in the House Draft.

Enterprise Risk Management Implementation

To provide continued implementation Whistleblower provisions of Act 87, Session Laws of
Hawai‘i 2013, and to provide additional staff necessary to support to the BOR to conduct
enterprise risk assessments as identified by the BOR Accountability Task Group Report of
2013, we are requesting $250K and two FTEs.

Capital Improvement Projects — Stewardship of Facilities

Our University System capital improvement project (CIP) budget request, acknowledges
that the University must “put some skin in the game”. We are committed to using University
funds to pay for revenue bonds while leveraging state funds so that our long deferred repair
and maintenance backlog will be addressed. Thus, we are requesting $212M in revenue
bonds to address our deferred repair and maintenance backlog system wide. We will
commit $14M in tuition revenues to support the debt service on the revenue bonds, should
the legislature restore the $14M reduction in general funds made in FY12. We are
committed to using University funds to pay for revenue bonds while leveraging state funds

so that our long deferred repair and maintenance backlog will be addressed.

We are also asking for a total of $73M in General Obligation Bonds for major capital
renewal, as recommended in the Governor’s budget request, to be leveraged along with
the $212M in revenue bonds system wide.

While Chair Luke and the House Finance Committee provided a total of $43.5M in the
House Draft for Repair and Maintenance projects, we note that the committee did not
approve our request for $212M in revenue bond authority. Without the revenue bond



issuances, we cannot execute a longer term plan to aggressively address our deferred

maintenance backlog.

At their November 2013 meeting, the Board of Regents approved a moratorium on new
construction projects, pending legislative review of any new projects requested in the FY15
supplemental request. However, to meet accreditation requirements, the BOR has
authorized a leveraged approach to pursue the construction of the Daniel K. Inouye College
of Pharmacy at our Hilo campus. In recognition of the importance to the Hilo Campus and
to the community at-large, the campus commits $5M to support revenue bonds and seeks

a state investment of $28M in general obligation bonds.

Finally, to ensure that all University System Capital Renewal and Construction Project
appropriations are executed in a timely manner, we are also asking for an additional 17
FTEs at a cost of $1.2M. These additional positions will help to avoid costs associated with
delays in project contract development and execution, construction and post-construction

activities.
Conclusion
Today, we ask for your help and your support for:

e our students, whether they stay in Hawai‘i or work elsewhere in our global economy
— they will build our future based on what they have learned at the University of

Hawai‘i; and

e our faculty and staff, who are educating and supporting our students in creating a

better tomorrow for Hawai'i.

You only have to look amongst yourselves to see the importance of the University of Hawai'i
to our State, our alumni include two members of Hawai‘i's congressional delegation, our

Governor and Lt. Governor, 13 of 25 state Senators, and 34 of 51 state Representatives.

We appreciate your past support and we look to you for your future support of the University

of Hawai'i System.


http://www.hawaii.edu/offices/bor/regular/presentation/20131121/Moratorium_V4.pdf

