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MINUTES 
 

BOARD OF REGENTS’ COMMITTEE ON BUDGET AND FINANCE MEETING 
 

OCTOBER 9, 2014 
 

I. CALL TO ORDER 
 
 Committee Chair Jan Sullivan called the meeting to order at 11:00 a.m. on Thursday, 
October 9, 2014 at University of Hawai‘i at Mānoa, Information Technology Building, 1st 
Floor Conference Room 105A, 2420 Correa Road, Honolulu, Hawai‘i 96822. 
 
 Committee members in attendance: Committee Chair Jan Sullivan; Committee Vice 
Chair Barry Mizuno; Regent Lee Putnam. 
 
 Committee members excused:  Regent Coralie Matayoshi 
 
 Others in attendance:  Chair Randy Moore, Regents Kudo, Nielsen, Portnoy, Tagorda 
and Yuen (Ex-Officio committee members); President David Lassner; Interim Executive 
Vice President for Academic Affairs, Joanne K. Itano; Vice President for Administration, 
Jan Gouveia; Vice President for Community Colleges, John Morton; Vice President for 
Legal Affairs and University General Counsel, Darolyn H. Lendio; Vice President for 
Budget & Finance/Chief Financial Officer, Howard Todo; UH Mānoa Interim Chancellor 
Robert Bley-Vroman; UH Hilo Chancellor, Donald Straney; Executive Administrator and 
Secretary of the Board of Regents, Cynthia Quinn; and others as noted. 
 

II. APPROVAL OF MINUTES OF SEPTEMBER 24, 2014 MEETING 
 
 Regent Mizuno moved to approve the minutes of September 24, 2014, as amended, 
Regent Moore seconded the motion, and the motion carried by unanimous approval.  
 

III. PUBLIC COMMENT PERIOD 
 
 Executive Administrator and Secretary of the Board of Regents, Cynthia Quinn 
announced that written testimony was received and no one signed up to provide oral 
testimony. 
 

IV. AGENDA ITEMS 
 
1. Update of the Biennium Budget Proposal 2015-2017 
 

President Lassner noted there had been comprehensive discussions at last month’s 
committee and Board meetings on the biennium budget proposal draft.  The current 
version was simplified to a two page document.  The comprehensive budget approach 
was unraveled to focus on the biennium budget request to the state and isolated exactly 
what needed to be submitted in terms of general fund and CIP budget requests. There 
will be a separate conversation on the university’s holistic operating budget across all 
sources of funding in Spring after the appropriations are made. 
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President Lassner indicated the original operating budget document was revised to 
show totals in addition to subtotals.  He provided a handout and explained it was not a 
formal budget document, but was background information showing what was requested 
and appropriated for the last five biennia, or 10 years, in order to compare the present 
request to prior requests (see Attachment 1). 

 
In terms of the operating budget, the increase in utility costs associated with rate 

increases for the four academic units has drained tuition revenue, so there is a request 
for general fund support from the state.  There is also a request to support unfunded 
mandates associated with health and safety, and compliance under Title IX and the 
Violence Against Women Act (VAWA) federal laws.  Title IX requires there be additional 
non-revenue generating sports in order to balance off revenue-generating sports.  Health 
and safety requests are based on recommendations of the President’s Task Force on 
Title IX and VAWA and reflected in the operating budget request in order to provide a 
safe environment on our campuses.  The university is being as efficient as possible by 
splitting those costs and doing things at the system level that can be done more 
efficiently, such as a comprehensive training program that could be shared with all the 
campuses.  UH-West O‘ahu has had substantial enrollment growth of over 12% this past 
year and funding is being requested to meet the projected enrollment growth.  Tuition 
does not support the full cost of education for residents, so as enrollment grows we look 
to the state for support as a shared commitment of public higher education for our 
residents.  Finally, there are system level requests to address strategic initiatives, in 
particular the Hawai‘i Innovation Initiative in the areas identified in the strategic directions, 
and also position counts for several initiatives that support the entire system and more 
effectively handled at the system level.  If the campus is in a financial position to fund 
some of these things there is an agreement with them to do so. 

 
President Lassner explained that the CIP budget is also a one-page document that 

covers the first two years of projects that the Planning & Facilities Committee 
recommended be approved.  He noted the changes in the title for the column entitled 
“system” to “special” and that the $40 million figure should be $1 million for the DKI 
Institute.  The totals shown were relatively modest at $200 million, with the amendment 
changing the total to $198 million, which was the most modest request for general 
obligation bonds for the past 10 years.  General obligation bonds are being requested, 
unlike last year’s request to use revenue bonds backed by tuition which many board 
members were not comfortable in doing so and was not supported by the Legislature.  
The new approach is a relatively lean request for general obligation bonds because 
general obligation bonds are a more appropriate means of addressing deferred 
maintenance given our financial condition, uncertainty over operating budget, and need to 
build up reserves.  Tuition dollars will address operating needs of the university rather 
than tie it up for an extended period of time against bond funds or CIP requests.  

 
The committee asked about the budget assumptions and President Lassner 

responded that in the spirit of thinning the budget down to exactly what is needed as part 
of the biennium budget request to the state, this biennium budget request makes no 
assumptions about tuition.  It is their expectation that Administration would present a 
comprehensive operating budget to the Board before the end of the current fiscal year. 
This will provide an opportunity to integrate tuition based on current enrollment 
projections and new admittees, and when there will be more information on savings and 
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costs management, so it will be clear how the other sources of funding fit into managing 
the comprehensive operating budget. 

 
Committee Chair Sullivan noted that this item was informational only and will be 

placed on the Board agenda for discussion and approval. 
 
The committee noted that utility increases were quite significant and anticipated to 

increase, and asked how other state agencies had received increased state subsidies to 
cover those costs.  President Lassner responded that they were gathering data on this 
and some, but not all, agencies had received such funding since 2007.  The committee 
requested that Steve Meder, Interim Associate Vice Chancellor for Planning & Facilities, 
brief the committee on what is being done beyond this request to drive down utility costs 
in the future. 

 
IAVC Meder presented handouts at the meeting on Energy Savings Initiatives for the 

various campuses (see Attachment 2) showing the progress on the initiatives system-
wide: 

 
1. Collection of data is underway for projections if no energy efficiency applications 

were done versus projections with current efforts on energy consumption to track 
progress. 

2. Energy efficiency projects undertaken at Shidler, QLC Student Services, and 
Moore Hall on Mānoa resulted in 25% to 50% reduction in energy savings. 

3. Major planning and energy strategies are underway at Mānoa, including 
Chancellor’s Energy Committee composed of administrators, professionals from 
the Office of Planning and Facilities, in partnership with Hawai‘i Natural Energy 
Institute and the College of Engineering to pursue existing projects and look at 
larger scale of infrastructure and grid in its entirety and different ways to modernize 
the grid using the intellectual capital on campus that will allow the university to 
monitor, meter, and save energy across campus in a thoughtful and effective way. 

4. Updating of the 2003 energy benchmarking study by Hawai‘i Energy is underway 
and expected to be completed in mid-November to gain a clear understanding of 
what the energy landscape is across campus; and how to overlay a map with 
milestones of specific energy reducing projects contained in the 6 year CIP Plan 
that can be attacked holistically as deferred maintenance and capital renewal and 
renovations proceed, in order to aggressively reduce energy usage. 

5. Clustering of individual projects is underway where energy reduction is a center 
point so that projects are addressed holistically for combined savings and 
improvements. 

 
Regent Mizuno asked if there were any limitations imposed on Mānoa by Hawaiian 

Electric Company for photovoltaic expansion.  IAVC Meder responded there were no 
restrictions, and are pending procurement as well as a request for proposal to do a 1.2 to 
1.5 megawatts of PV on campus via power purchase agreement, and in the budget 
request, there is a plan to convert from third party financing to in house financing.  Regent 
Mizuno suggested that UH Hilo could use some help with their PV. 

 
Chair Moore asked for clarification on why the energy consumption per square foot, 

absent any energy savings, is expected to increase at 1% per year instead of being flat.  
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IAVC Meder responded that it was a buffer factor put in by the engineers as an edge 
multiplier, but would not be used in the new models.   

 
Committee Chair Sullivan noted that all the campuses are looking at energy reduction 

measures and a priority because utilities have become a significant part of budgets for all 
campuses.  She requested that in the future, administration report back to the committee 
on whether campuses have established specific energy reduction goals over the next 5 to 
10 years.  President Lassner responded that as part of the Strategic Directions, one of 
the metrics under review is electricity purchased per square foot, to give credit for 
reducing consumption or generating electricity ourselves.  Once this metric is agreed 
upon then the targets can be established. 
 
2. Proposed Revision to BOR Policy on Chapter 6: Tuition, Financial Assistance, 

and Fees 
 

IEVPAA Itano said the main change to the policy eliminates the advance notice 
required when decreasing tuition; the current policy requires a one semester notice for 
either an increase or decrease in tuition.  In addition, there were housekeeping additions 
that were previously approved by the Board. Doing so will allow the Board to effect a 
decrease in tuition when reviewing the operating budget in May, and can institute any 
tuition reduction for September.  There are two separate proposals affecting the same 
Chapter but are for different purposes, and thus presented separately. The second 
proposal was reviewed by the Student Affairs Committee, as it proposes amendments to 
this policy regarding the change in tuition for veterans. With these revisions, the veteran’s 
tuition change can be instituted for Spring.  

 
Regent Mizuno moved to approve the proposed revisions.  Chair Moore seconded the 

motion, and the recommendation to have the Board approve the proposed revisions to 
BOR Policy on Chapter 6, Tuition, Financial Assistance, and Fees, was unanimously 
approved. 
 
3. Quarterly Financial Status Report as of June 30, 2014 
 

VP Todo explained that this report is the last time the committee would see the 
financial status report in its current format. The new budget to actual format will start with 
the September 30, 2014 quarterly financial status reports for the November committee 
meeting.  The first part of the report was year to year comparisons.  For the Consolidated 
& Unaudited Statement of Revenues, Expenses, and Changes in Net Position on page 2 
there was a total income loss of over $60 million in 2014 which was slightly better than 
2013, which is a trend of expenses exceeding revenues that needs to be addressed.  
This trend has been noted by bond rating agencies as a concern and while it has not had 
a negative impact on credit ratings, if the trend continues, it could result in a negative 
impact on credit ratings and increase service costs.  The Consolidated & Unaudited Total 
Operating Revenues on page 3 showed operating revenues are up $20 million.  The 
Consolidated & Unaudited Total Operating Expense on page 4 showed that operating 
expenses have increased by $38 million.  The Consolidated & Unaudited Total 
Nonoperating Revenue (Expense) on page 5 has two key components: State 
Appropriations and Capital State Appropriations. Under accounting rules state 
appropriations are not considered operating revenue.  Adding the operating and 
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nonoperating revenues, there was over $60 million in expenditures over revenues.  These 
figures are on a ‘hybrid’ basis because it was not fully accrual but not cash basis. Going 
forward it will be on an actual budget to actual cash basis. 

 
VP Todo reported that the Consolidated & Unaudited Statements of Net Positions on 

page 6 is basically a balance sheet that shows things are relatively stable.  The 
components of the balances start with the Consolidated & Unaudited Total Assets on 
page 7, which shows the breakdown of current assets and how they changed from year 
to year.  The current assets have gone down by $40 million per year, due mostly to the 
negative trend in operating cash, and most of the $38.4 million reduction is due to a 
spend down of assets by Mānoa.  The other big component of the decrease was the 
$12.6 million bonds and plants fund reduction, which is the use of bond proceeds for 
construction projects.  The Consolidated & Unaudited Total Assets on page 8 is other non 
current assets which stayed basically the same.  The Consolidated & Unaudited Total 
Liability on page 9 shows there is $614 million of long-term debt, which is revenue bonds, 
details are shown in Appendix B.  The Consolidated and Unaudited Total Net Assets on 
page 10 shows the breakdown of assets, most of which are capital assets, and the 
negative trend in unrestricted net assets needs to be addressed.  The Consolidated 
Funding Status Report – Appropriated Operating Funds on page 11 is what the budget to 
actual reports are going to address in a new way, as  presently it shows how much of 
available resources was spent but does not show what was budgeted. The Consolidated 
Funding Report – Capital Improvements Program Funds on page 12 shows the status of 
CIP monies.  The Consolidated Funding Report – Federal & Trust Extramural Funds on 
page 13 is reported by VP Syrmos at every Board meeting and shows the number of 
awards, the funds spent and the funds available.  The Consolidated Funding Report – 
Other Non-Appropriated Funds are shown on page 14.  Appendix A shows how the 
employee counts have changed from year to year.  Appendix B shows the breakdown of 
revenue bonds. 

 
The committee confirmed that the presentation for next quarter would be budget to 

actual, and noted when they are doing the budget in May it would be useful to compare 
the appropriations versus actual, on an annual basis starting with 2014.  VP Todo 
confirmed and added that the first report in May would have to be in a year to date format 
until the June numbers are received.  

 
The committee expressed concern over the ending fiscal year numbers because of 

the losses in 2013 and 2014, the majority of which is coming from the Mānoa campus, 
and indicated they want the Mānoa campus to provide an explanation on what is being 
done to get a handle on the operating budget.  Interim UH Mānoa Chancellor Bley-
Vroman and Vice Chancellor for Administration, Finance & Operations Kathy Cutshaw 
responded that Mānoa had done two major things: 

 
1. Established a budget process and allocation committee that will begin work next 

week on reviewing the current allocation methodology with the goal to develop a 
new methodology that incentivizes savings, and money flows based on metrics, 
while being sensitive to size or enrollment.  It may seem obvious, but it is 
challenging to implement because of the diverse nature of units and different 
resource needs.  The committee will have a report by the end of the calendar year. 

2. Reinstituted annual budget reviews of unit budgets.  The vice chancellors have 
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been meeting with deans to review budgets, which are now presented following a 
standard template with a directive to fly level for the following year. 

 
 Interim Chancellor Bley-Vroman said he could not provide the committee with a simple 
solution on how each unit will bring costs under control, but examples from the teaching 
units include:  changes in scheduling and course requirements that require courses to be 
offered less frequently that may require manipulation of section size and curriculum; and 
being very cautious about replacing retiring or resigning faculty members.  As a 
consequence of flying level, there is a requirement that people do not dip into reserves 
and exceptions are minimized.  He recognized this was going to be a struggle and said 
he was meeting with the deans tomorrow to brainstorm ways to achieve the goal together 
and is confident they can get there.  VC Cutshaw added that the Mānoa central 
administration office has put in checks and balances, starting with quarterly and then 
monthly budget to actual for each of their schools and colleges to ensure things are on 
track. 
 
 Interim Chancellor Bley-Vroman clarified there was an error by the media on an 
alleged $31 million shortfall, which might have been caused by a misunderstanding on 
what deficit spending is. The carry forward balance for Mānoa is falling because of higher 
expenses, but Mānoa is not in the red.  The committee appreciated the clarification, but 
noted the decline in reserves was alarming and the continual decline at the current rate is 
unacceptable, except for extraordinary situations.  Interim Chancellor Bley-Vroman 
responded that many things that caused reserves to decline precipitously are no longer 
present. 
 
 Committee Chair Sullivan thanked Interim Chancellor Bley-Vroman and VC Cutshaw 
for their hard work and noted the difficulty in doing this and the thoughtful manner in their 
approach.  She noted it was much easier to do across the board cuts, but taking the time 
and effort to thoughtfully review things and minimize impact to students and services was 
the right thing to do, but there is a lot of urgency to turn things around. 
 

V. ADJOURNMENT 
 
 There being no further business, upon motion by Regent Mizuno, seconded by Chair 
Moore, and with unanimous approval, the meeting was adjourned at 12:06 p.m. 
 

 Respectfully Submitted, 
 
 /S/ 
 
 Cynthia Quinn 
 Executive Administrator and 
    Secretary of the Board of Regents 


