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Co-Chairs, Ranking Members, and members of the Committee, thank you for inviting us here, and for all of your support
of the University of Connecticut.

With me today is Provost Mun Choi and Executive Vice-President for Health Affairs & Dean of the School of Medicine,
Frank Torti. | will be speaking first today about the Storrs and Regional Campuses and then turn my focus to our Health
Center.

Before | discuss how we will manage through these very difficult budgetary times, | would like to share some positive
information about the University and the dividends taxpayers are receiving from your generous investments.

The General Assembly’s investments in UConn are the reason we are a top choice for Connecticut’s high achieving
students and ranked 19th among public research universities in the nation by U.S. News.

Nothing speaks more loudly about the success of an institution than student demand. While enrollments at the other
private and public universities and colleges are on a downward trajectory, mirroring state and regional demographic
trends, the opposite has been true at UConn.

Due to our tremendous value and the excitement over your investments, 444 more freshmen enrolled in Storrs and
Regional campuses this year (a 10% increase). Additionally, total freshman applications across all campuses for fall
2014 have reached 31,516, a 10.4 percent increase over last year’s number and the applicants are more diverse and
more qualified than ever.

A great deal of this student demand can be attributed to excitement generated by Next Generation Connecticut, but also
to our incredible value, or the intersection between quality and cost, to our students and their parents. We are pleased
to report that for the 2013-2014 academic year, Kiplinger’s ranked UConn the 25" best value for in-state tuition among
the top 100 public colleges.

This is a good moment to underscore the fact that UConn is a comprehensive research university. We cannot do
everything or do everything well; few universities can. But | want to assure you that while NextGenCT is the most recent
large investment, we use our operating funds — and your investments past such as UCONN 2000 -- to build everything
else as well, from drama to the School of Business and social work, to my own department of political science. Liberal
arts are at our core and they will always be.

We teach students to think and to write, and there is no substitute for the humanities and the social sciences in this
regard. It's not all about STEM and it never has been, despite some of the distortions I've heard.

| may be the only research university president in the nation to come to you today, in fact, brag about the Department
of Philosophy, but let me do so. This is now a world class department, stealing great senior faculty from the University
of North Carolina, Temple University and the University of Virginia.

Philosophy is not the only department that is luring top faculty: We have hired tenured professors across this university
from the University of Maryland, Johns Hopkins, Princeton, Miami, Penn State, Duke, and so many other places that are

now our peers. You should be so incredibly proud of this! You made it possible, and it’s why | came: to build not just an
okay state university. But to build a top-ranked research university that profoundly changes the disciplines, enables



students to follow their dreams, and solves the biggest challenges this nation has: climate change, economic
downturns, poverty, energy, and of course health care and disease.

Design will be completed for the first building of the Storrs Tech Park in fall of 2014 and construction will begin next
winter. Your investments have already leveraged private gifts totaling more than $35 million from General Electric,
Pratt & Whitney and United Technologies Corporation, and other corporate and non-profit partners with more gifts on
the horizon.

In terms of Next Generation Connecticut, while the operating and capital funding from the state does not begin until
FY15, we have nevertheless been very busy getting ready. Our academic plan, something all great universities re-visit
every few years, will be completed this spring and the master plan process is underway and scheduled to be completed
in 2015.

FY14 Budget

The FY14 budget has been challenging for the University. As you may remember, the University intends to use $30.9
million from one-time funds to balance the Storrs & Regional campuses budget. This is a structural deficit resulting from
the understandable reduction in our state appropriation of approximately $32 million since the global recession in 2008,
and rising fringe benefit costs (over which the University has no control and cannot predict). In the last three years, for
example, the state-mandated fringe benefit rate for employees in the SERS defined benefit system has increased more
than 38% creating a budget shortfall at the University of $9.6 million in FY14 alone.

FY15 Budget

We are grateful to Governor Malloy for including $15 million in the University’s FY15 appropriation for the first year of
Next Generation Connecticut funding — the same funding level the General Assembly approved last session.

Next Generation Connecticut will expand critical STEM activities at UConn and drive innovation, enhancing job creation
and economic growth. With targeted strategic investments in facilities, faculty and students, UConn will be an
increasingly vital STEM institution, fueling Connecticut’s economy with new technologies, highly skilled graduates, new
companies, patents, licenses, and high-wage STEM jobs. FY15 funding will allow us to hire 38 new faculty and provide
75 scholarships to attract top science, technology, engineering and math (STEM) students to UConn. In fact, in
anticipation of FY15 funding, we are pleased to report that offers of employment have been made to 38 faculty who will
join UConn in August, and scholarship offers to students are being made in the next few weeks.

If fully funded over the 10-year period, Next Generation Connecticut will enable our state to compete effectively in the
global marketplace, revive innovation, create jobs and provide a workforce that is prepared for the future. | believe that
Connecticut is a great enough state to have a top research university that leads scientific discovery and job creation.
This year’s funding gets us closer to that goal.

It is important to note that even with this additional funding, the University will still be wrestling with some difficult
budgetary decisions. Since the Next Generation Connecticut operating budget is earmarked for new faculty and
scholarships to meet the goals of the program, the University will still have to address its structural deficit. This will
mean shared sacrifice and challenge us to do more with less. We will continue to work with our Board of Trustees to
look at all areas to achieve savings and bring our budget into balance while protecting our core academic mission.

None of this will be easy, but we will do our best to continue to provide the best academic and student services possible.

Health Center
As the state’s only public academic medical center, we serve Connecticut through excellence in education, research,

patient care and outreach to prevent disease and improve health and health care across the state. We are the state’s
primary source of new physicians and dentists; a key provider of vital health services to some of our most vulnerable



citizens; and an engine of economic growth generating nearly $S1 billion in Gross State Product each year. We touch
every corner of CT.

Bioscience Connecticut

The UConn Health Center is in the midst of its most significant transformation since it was first chartered in 1961.
Through the Governor’s and the General Assembly’s generous support of Bioscience CT, we are building and improving
facilities to better meet the needs of patients and an expanded number of learners—future doctors, dentists, scientists
and other health care professionals. Construction has employed more than 1,650 people; CT companies have been
awarded 78% of our 134 construction contracts; and we have significantly exceeded state requirements for small and
minority, women’s and disadvantaged business participation.

All of our construction projects are on-time and on-budget. We have torn down buildings to make way for the Jackson
Laboratory, constructed two parking garages for patients and employees and we are looking forward to opening our
new Outpatient Pavilion in less than a year followed by the new hospital tower in early 2016.

Bioscience CT is also enabling us to bring world-class clinician scientists and researchers to the Health Center. Our
exceptional faculty-old and new- have defied national trends of declining research funding by growing research awards
to the Health Center by more than 17% compared to the prior year.

In the last six months alone, our faculty has received $54.5 million in new research awards, to include a $3.2 million joint
award with our colleagues at Jackson Laboratory. In addition, we have submitted a number of proposals with Jax that
could lead to another $2.3 million in research funding. These outstanding achievements exemplify how the Health
Center can contribute to the Governor’s and legislature’s goals of long term, sustainable economic growth through
bioscience research, innovation, entrepreneurship and commercialization.

The initiative also supports the expansion of our Medical and Dental school classes which began this year and will ramp
up even faster once the facilities to support more students and faculty recruitment are completed. We have also begun
a comprehensive reform of our curriculum to train doctors, dentists and health care professionals for the dynamic future
of health care.

FY14 and FY15 Budget

Despite all this positive news, the UConn Health Center has financial challenges. Our financial health is a major driver of
our ability to meet our goals of excellence in research, education and clinical care. The state has stepped up and funded
the Health Center over the years and for that support we are grateful. But, as we look at that support adjusted for
inflation, funding has been flat for over a decade, and during these tough economic times we have sustained reductions
in patient care reimbursement and reductions in our state appropriated block grant (a total of $15m since FY13). We
receive only 23% of our revenue from the State of Connecticut; 77% comes from other revenue sources with nearly 43%
coming from patient care.

While many health systems have further limited the care they provide to uninsured patients and those covered by
Medicaid, as part of our public mission, we are delivering care to an increasing percentage of this population. From
fiscal year 2012 to fiscal year 2013, UMG’s percent of Medicaid encounters grew from 17.5% to 19.2% of total
encounters for the practice.

If Medicaid payments were set at Medicare rates, this would have increased $3.4 million to our bottom line. UCHC
Dental Clinics also continue to serve the Medicaid population with over 68% of total visits attributable to Medicaid.
Hospital stays covered by Medicaid have also grown from 23.1% in fiscal year 2012 to 25.7% in fiscal year 2013. Care of
Medicaid patients in our hospital resulted in an $8.5 million loss to the Health Center in FY13.



The impact of declining revenues is compounded by increasing expenses, many of which are beyond our control.
Approximately 57% of the Health Center’s expenses are salaries and benefits. State-mandated salary and fringe benefit
increases resulted in additional expenses of $26.6 million in FY14. We have also seen a sharp rise in our fringe benefit
rate as eligible employees have either initially opted for or transferred from the alternate retirement plan to the state
employees’ retirement plan—a difference of 43.5% in the benefit rate that we (and all higher education institutions)
must pay.

In FY14, the Health Center anticipates an $11 million deficit that will be funded with cuts to our capital spending; this is a
short-term fix. Ongoing pressures on our operating and capital dollars cannot easily be resolved without consequences
to the quality of our educational, clinical and research programs. To meet the challenges, we have initiated a number of
initiatives as outlined in the next section.

To maintain a forward trajectory and fully realize the vision championed by Governor Malloy and supported by the
General Assembly through the creation of Bioscience Connecticut, we ask that you maintain our state funding at $135.9

million—the level you approved last session and that the Governor has included in his FY15 mid-term adjustments.

The NEW UCONN Health Center—UCONN Health

As we look to the future, we have developed a three-pronged approach that will get us to where we want to be and
where we must be.

First, we continue to improve performance in all operating units of the Health Center. Last year we realized cost
reductions and revenue enhancements totaling $8million that assisted us in reducing the shortfall for the year.
Additional savings and revenue enhancements must be achieved, so we have contracted with an outside performance
improvement firm, the Berkley Research Group, who has a team on the ground to work closely with all of our faculty
and staff to find and implement efficiencies throughout the Health Center and enhance revenues.

Second, to be financially viable, especially in this new healthcare landscape, we must demonstrate improvements in
health care delivery and strengthen our clinical volumes through targeted growth. These efforts will not only improve
our bottom line, but will support our academic missions of research and teaching—as we better cover our fixed costs,
we can reinvest in ourselves. To achieve this goal we have focused on quality and safety. Our clinical outcomes in many
areas lead the state and the nation. For example, time from the “door to doctor” in our emergency department over the
last year has been 19 minutes on average. Our door to balloon time which measures the time between a heart attack
patient’s arrival at the hospital to the time he/she receives an intervention is 48 minutes; the state average is 58
minutes. Patient satisfaction and easy access to the medical center and its health professionals is a top priority.

Third, through new communications strategies, we are letting patients, referring physicians, industry and private donors
know about the extraordinary improvements that are happening at the Health Center.

The state’s investments in us are already delivering jobs and better health care for all the citizens of the state. The value
of a great public academic medical center to the state cannot be overestimated.

Please know we remain appreciative of the Governor’s and General Assembly’s support and the University and its Health
Center will continue to be a full partner in assisting the state in addressing its fiscal crisis.

We hope this provides an overview of our major priorities for this year and the budget situation we are facing. As
always, thank you for your continued support of the University of Connecticut.

| would now like to ask our Provost Mun Choi to give you a quick update on some other pertinent areas. After that, we
would be happy to answer any questions.
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Education Construction

® Allows for growth in Schools
¢ Addition and Renovations to Academic building
® Planning and construction 2015-2018

Outpatient Care Center

e State-of-the-art,
multispecialty outpatient
center on lower campus

e Adjacent to new parking
garage and existing MARB

e Construction: 2013-2014
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Jackson Laboratory for Genomic Medicine

e

&

® [nternationally renowned research leader

® New building on lower Health Center campus dedicated to
personalized medicine

® Collaborating with universities and hospitals in the region
® Construction started in 2013

UCONN

HEALTH CENTER

www.uchc.edu 27




Facilities and Infrastructure

» Construction Jobs

» 476,725 hours worked on the project through
December 2013

» 1,652 workers oriented

» 105 of 134 (78%) construction contracts
awarded to CT companies

» Small/Minority Participation:

HOSPITAL CONSTRUCTION REQUIREMENT CURRENT

Small Businesses 25% 38%

Minority/Women’s/

[0) 0,
Disadvantaged Businesses 6.25% 19%

UCONN

HEALTH CENTER

www.uchc.edu
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Facilities and Infrastructure Timeline
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Renovate Research Building: Phase 2
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People Drive Programmatic Progress

| 2012|2013 | 2014 | 2015 | 2016 2017 | 2018 | 2019 | TOTAL_

School of Medicine 340 440
Expansion students students
School of Dental 160 208
Medicine Expansion students
students
Clinical Scientist Faculty 40
Recruitment new
In Progress faculty
Basic Scientist 10
Recruitment (joint 1 Complete oW
w/Jackson Labs) faculty

UCONN

HEALTH CENTER

www.uchc.edu
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Other Financial Realities

e S69M to be raised out of operations and
philanthropy

e S15M annual lease payment on new Ambulatory
Care Center

 S11M unanticipated, unfunded costs (e.g.,
traffic/road improvements, water supply
redundancy, etc.)

e Major information technology upgrade

e Continued non-competitive overhead
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THE UNIVERSITY

Founded 1881

Main Campus: Storrs

5 Regional Campuses: Avery Point, Greater Hartford, Stamford, Torrington, Waterbury

School of Law and Graduate Business Learning Center: Hartford

School of Social Work: Greater Hartford Campus

Health Center: Farmington
(Schools of Medicine & Dental Medicine, graduate programs, medical & dental
clinics & John Dempsey Hospital)

e land Grant & Sea Grant college, Space Grant consortium institution

o Storrs & Regionals = 4,093 acres; Health Center = 209 acres

INITIATIVES
UCONN 2000 & 21:t Century UConn - As of October 2013:

® 110 projects totaling $2.3 billion in bonds have been authorized
® $2.1 billion in construction-related contracts issued from all fund sources
- 63% of funds to Connecticut contractors,19% to set-aside contractors
® |n excess of 10 million square feet of new and renovated space completed
© Bond Credit Ratings by Fitch, Moody's and Standard & Poor’s consistently strong

Next Generation Connecticut
o Next Generation Connecticut: $1.5 billion capital investment over 10 years includes
construction, renovations, infrastructure and equipment

Bioscience Connecticut
® Bioscience Connecticut: $1 billion investment in genomics and personalized medicine

STUDENTS - rall 2013

Academic Programs & Degrees
14 Schools & Colleges
Agriculture & Natural Resources, Business, Dental Medicine, Neag Education,
Engineering, Fine Arts, Graduate, Law, Liberal Arts & Sciences, Medicine, Nursing,
Pharmacy, Ratcliffe Hicks, Social Work
8 undergraduate degrees: 102 majors
17 graduate degrees: 75 research and professional practice fields of study
6 professional degree programs (J.D., LL.M., M.D., D.M.D., Pharm.D., S.J.D.)

Degrees 2012-13 7,621
Bachelor's 5,122 Dental Medicine 34
Master's 1,527 Graduate/Professional
Doctorates 340 Certificates 140
Law (J.D., LL.M.) 208 6 Yr. Education 56
Pharm.D. 94 2 Yr. Agriculture 26
Medicine 74
Degrees by: Female 53% Minority 19%
Total Student Enrollment - 30,474
18,032 Undergraduate at Main Campus

4,563 Undergraduate at Regional Campuses

22,595 Subtotal Undergraduate
6,555 Graduate (M.A./Ph.D., incl. 311 at Health Center)

591 Law

191 Pharm.D.

368 Medicine

174 Dental Medicine

7,879 Subtotal Graduate/Professional

) _USNSWE

Entering Freshmen at Main Campus - 3,755

e 45% were in top 10% of high school class

® 82% were in top 25% of high school class

e 81 valedictorians and 66 salutatorians

® 253% more minority freshmen than in Fall 1995

e Since 1995: 1,703 valedictorians and salutatorians enrolled at all campuses

Student Characteristics

Undergraduate - 22,595 Grad/Professional - 7,879

Female 50% 52%
Minority 27% 17%
International’ 4% 20%
Connecticut Residents? 80% 69%

199 countries were represented in the Fall 2013 international student population.
2 76% of undergraduates on Main Campus are Connecticut residents.
All 169 Connecticut towns and 43 of 50 states are represented in the Fall 2013 total undergraduate student population.

SAT Scores and Retention & Graduation Rates

2013 SAT Scores National Connecticut Main Campus
(Critical Reading and Math) High School High School  Entering Freshmen
1010 1020 1233
Main Campus All Minority
Freshmen Retention: 1-Year Rate 94% 91%
Graduation: 4-Year Rate 70% 60%
6-Year Rate 83% 82%

UConn (Main Campus) ranks 15 out of 58 public research universities in graduation rate
for all freshmen and 18 out of 58 public research universities for minority freshmen.
(Sources: U.S. News 2014 America’s Best Colleges & 2012 IPEDS Graduation Rate Survey)
UConn (Main Campus) average time to graduate is 4.2 years among those who graduate
within 6 years, and ranks 5 out of 58 public research universities.

Total Undergraduate Student Cost —2013-2014

In-State Out-of-State
Tuition, Fees, Room' & Board? $23,496 $42,444
Tuition & Mandatory Fees 12,022 30,970
Tuition Only 9,256 28,204

172% of Main Campus undergraduates live in campus housing (116 residential halls).
2 Board rate shown reflects most popular plan available.

Student Financial Aid - Fiscal Year 2013
Financial Aid Support: $407.7 million
Main Campus/

Regional' Health Center
Scholarships & Grants $142.8 million $4.8 million
Loans 172.7 million 15.7 million
Student Employment 22.7 million
Tuition Waivers 49.0 million

140.2% of all tuition dollars are dedicated to financial aid. Approximately 20,500 students received financial
aid packages in FY 2013.

BEST
COLLEGES

UConn ranks among the Top 20
public universities in the nation
— US. News & World Report America’s Best Colleges (2014)

NATIONAL UNIVERSITIES
PUBLIC
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BUDGET - Fiscal Year 2014
Total Current Funds Budget: $2.0 billion

MAIN & REGIONAL CAMPUSES

Revenue In Millions
State Appropriation $205.6
Fringe Benefits 101.0
Student Tuition & Fees 562.2
Gifts, Grants & Contracts 172.2
Sales/Services - Auxiliary Enterprises 37.6
Sales/Services - Educational 16.6
Investment Income 0.6
Total $1,095.8
Expenditures

Academic Services $505.8
Research Services 72.6
Student Services 368.4
Operating, Support & Physical Plant Services 179.9
Total' $1,126.7
HEALTH CENTER

Revenue In Millions
State Appropriation $125.3
Fringe Benefits 78.2
Tuition & Fees 19.5
Gifts, Grants & Contracts 87.3
Interns & Residents 58.0
Net Patient Care 375.9
Correctional Managed Care 89.7
All other revenues 46.5
Total $880.4
Expenditures

Hospital & Health Services $470.9
Academic Services 185.0
Research Services 103.9
Operating, Support & Physical Plant Services 131.6
Total' $891.4

'Prior year reserves will fund the net loss.

012914

STAFF - Fall 2013

Number of Full-time & Part-time Faculty & Staff: 9,932

Main Campus/Regional

Full-time & Part-time Faculty & Staff
Full-time Faculty & Staff
Part-time Faculty & Staff

Full-time Faculty
Tenured & Tenure Track
Non-Tenure Track

Full-time Staff

Full-time & Part-time Faculty
Female
Minority

Full-time & Part-time Staff
Female
Minority

4,757
4,548
209

1,485
1,124
361

3,063

39%
22%

57%
17%

Health Center
5,175
3,895 (75%)
1,280 (25%)

484
175 (36%)
309 (64%)

3,411

(96%)
( 4%)

(76%)
(24%)

40%
29%

77%
25%

'An additional 696 adjunct lecturers teach one or more courses at Storrs and Regional Campuses.

Staff Covered by Collective Bargaining Agreements:

Main Campus & Regional Campuses
Health Center

ALUMNI and GIVING

UConn Alumni
o Nearly 217,000 total alumni worldwide.
* More than 123,000 alumni live in Connecticut.

Private Giving Fiscal Year 2013

© Total Endowment: At the close of FY 2013, the
University's endowment, which stood at $42 million
at the start of 1995, was valued at approximately
$359.5 million.

 In FY 2013, private fundraising receipts totaled
$63.3 million: $43.9 million for the Main and
Regional Campuses, $7.4 million for the Health
Center, and $12 million for Athletics.

o Alumni contributed $20.9 million in FY 2013.
Additional commitments included $17.4 million
from parents and other individuals, and
$25 million from corporations, private foundations
and other organizations.

uconn.edu

uchc.edu | ”/uconn u/uconn

UCONN

91%
80%

RESEARCH and PUBLIC SERVICE

Fiscal Year 2013 external funding,
sponsored activities:

$204.6 million (excluding financial aid):
Main & Regional Campuses: $115.5 million (56%)
Health Center: $ 89.1 million (44%)

Total by Funding Source
Federal: 68%  State: 14%  Private/Other: 18%

Sponsored Activities at Main & Regional Campuses

Research 78.4%
Education and Training Programs 2.2%
Public Service 19.4%
Sponsored Activities at the Health Center

Research 89.5%
Industry Support 4.2%
Education and Training Programs 2.2%
Other 4.1%
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