These are Chair Wixom and Vice Chancellor Klaich’s notes for the Dec. 12th Special Board of Regents Meeting.  The regular font text are the actual notes, while the italicized, bolded font is my annotated explanations.
The Presidents have been asked for their recommendations with respect to the methodology to be used in addressing the Governor’s request to reduce the NSHE operating budget request for the 2009-2011 biennial budget.  A recommendation to that effect follows.

The Board did not rescind its vote on the budget passed in Aug.  That budget request still stands and is with the Governor’s office.  This action is merely a recommendation from the Board to the Governor on how he could cut that budget should the Governor decide to reduce NSHE’s funding for the next biennium.

 Because of the uncertain fiscal circumstances of the State and the numerous times that revenue projections have been revised this year, the recommendation is made based on (1) a 14.12% reduction and (2) certain assumptions which are integral to the recommendation.  Should this percentage increase or these assumptions prove incorrect, the recommendation must be revisited to conform to the new budget realities. 
The Governor’s office requested that the BOR provide budgets reflecting a 14, 24, and 34 % cut.  The BOR decided to only provide suggestions for a 14.12% cut.
The 14.12% budget reduction understates the impact of these cuts to the NSHE institutions.   In addition to the 14.12% budget reduction, other sources of revenue for the NSHE institutions have also been reduced and/or suspended, and the base budget includes “roll ups” (inflation) which will add true cost to the budget but which will not be funded.  The true reduction is likely at least 2% higher.

The NSHE Investment Committee voted to suspend all investment payments to institutions last month due to a drop in the earnings of the System’s investment fund.

Moreover, the 14.12% budget reduction will demonstrably threaten the quality of all programs at the NSHE institutions.  NSHE instructional and research programs that have been built over many years, producing graduates whose abilities are responsible for business success around the State, and that leverage the campus-based knowledge that defines the NSHE relationship with the State.  The 14.12% reduction threatens this legacy of success and simultaneously produces de facto enrollment caps in the face of a demonstrated increase in student demand.  Campuses cannot grow programs in the face of budget cuts.

1.  In submitting this recommendation it should be clearly understood that a general fund reduction of this magnitude is neither acceptable nor achievable without significant and long-term negative impact on the citizens of Nevada.  As the Chancellor has repeatedly pointed out, there are other solutions available to this type of draconian budget cut, and each of those solutions should be pursued vigorously.  Cuts of this magnitude will impose significant and dramatic negative long-lasting changes in the landscape of our institutions and the students they serve.

2.  The State must act decisively to eliminate any unfunded mandates from the 2009-2011 budget.  In a time of declining revenues and, therefore, declining appropriations, it is inappropriate to allow salaries to increase while reducing or eliminating the instructors’ ability to provide services and at the same time expect institutions and agencies to absorb those unsupported increases.  It is critical that this basic business policy be implemented on a state-wide basis so that all employees are treated equally.  Therefore, step increases, longevity pay, COLA, merit pay, and the like should be suspended for the next biennium.  Further, NSHE should seek an active role in setting fringe rates for retirement, health insurance, REGIA and other assessments.  Finally, the State must work with NSHE to resolve the issue of unfunded utility expenditures.

This is only a suggestion, for a salary freeze to take effect the Governor would have to act if he decides to cut NSHE’s budget.  This recommendation does not impact the deferred COLA that will begin with Jan. 2009 paychecks for this fiscal year.  This recommendation is not a deferral, but a hard freeze.  Under this suggestion, whatever an employee’s salary is on June 30, 2009 will be their salary for the next two fiscal years, with nothing added to the base.  This recommendation is in response to proposals to cut public employees’ wages and to the Sage Commission and its suggestions for cutting public employees’ benefits.
3.  The Governor has requested budget submissions based upon a general fund reduction of 14.12% and the methodology recommended below is based solely on that 14.12%--which is intolerably high.  Should budget reductions exceed that percentage, the consequences to the basic structure of the campuses and to the students and the community they serve are so severe, that there is no plan for such a level of reduction.

4.  A budget reduction in the amount of 14.12% will involve significant shared pain and impact on students, services and service areas.  The System will not bring recommendations for additional tuition and registration fee increases for the 2009-2011 biennium unless 100% of those tuition and fee increases are retained by the institutions at which they are generated.  

Currently, NSHE institutions only keep a percentage of tuition and fees students pay; the state keeps a portion in the general fund.
At the direction of the Chair and the Chancellor the Council of Presidents met December 9 and 10 to review options for addressing the requests from the Governor for reductions to the NSHE 2009-2011 biennial budget.  The Presidents had earlier received the recommendations of their Business Officers.  A number of options were considered, most of which included utilization of the current funding formula.  Another option considered was to suspend the utilization of the formula and apply across the board cuts from current appropriation levels.  After discussion, the Council of Presidents recommends to the Chancellor and Chair the following:
1.  That utilization of the formula continue as the primary driver for creation of the biennial budget.

2.  That given the uncertainty of appropriations and enrollments, that only 2008-2009 enrollments be utilized in building the budget instead of the normal three-year weighted average.

This protects CSN as our enrollment has grown another 6% this year over the growth we experienced last year.

3.  That certain non-formula budgeted equipment appropriations in the amount of approximately $1 million per year be directed to support the operating budget of NSC.

This is across the System funding for equipment such as workstations.

4.  That this methodology be conveyed to the Governor and that the Board strongly recommends that he create his executive budget using the same.

The Board is only suggesting how the Governor could cut NSHE’s budget if he decides to make the cuts.  The Board is not cutting its proposed budget to send back to the Governor.

President Ashley dissented from the recommendations and indicated that he could not on behalf of UNLV agree to a recommendation that did not impose a maximum limitation of the budget reductions.  For information, such a limitation imposed regardless of current enrollments would result in a net decrease in funding otherwise available to higher growth institutions.

UNLV wanted an ultimate percentage set for the maximum an institution would have to cut.  CSN is a higher growth institution and would have lost $4 million under UNLV’s proposal.  UNLV’s recommendation was noted, but not accepted.
These recommendations are expressly limited to the budget for the 2009-2010 biennium.  
