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ACCESS. INNOVATION, EXCELLENCE.

TO: Chancellor’s Cabinet

FROM: H.A. Shirvani, Chancellor

DATE: August 16,2012 Memo #P-12-21
RE: Campus Assessments

Prier to my arrival, the SBHE Budget, Audit and Finance Committee (BAFC) endorsed a
plan to put in place during FY13,one new System Internal Audit (1A) position and one
new System Compliance position. This isin addition to the current System internal
audit position. Also, in July 2012, as part ofthe FY13 NDUS Office budget, the SBHE
approved addition of these two new positions, through campus assessment. At that
meeting, I also asked that assessment be extended to include legal services.

In order to continue movement in these important areas during FY13, campuses will
be assessed the cost for one additional IA {total of 2) and one new Compliance position
beginning October 1, 2012. Attached isaschedule whick shows the new assessment,by
campus, for the remainder of FY13. The cost has been allocated on the same basis -
combined asse®s and revenues - as the current internal audit position. The attached
schedule does not include the assessment for the current A positionas that was sent
to your campuses earlier.

Also, effective October 1, 2012, the nine campuses, excluding UND and NDSU, and System

Information Technology Services (SITS)will be assessed for the cost of legal services. My

office will continue to pay for thirty percent of the cost of the services for Pat Seaworth

and Cynthia Wagner Goulet. Five percent of the total cost will be paid by SITS,based on

historic utilization. The remaining 65% of the cost will be assessed to the nine

campuses who currently utilize centralized legal services. The assessment will be

based on headcount employees, excluding students. The assessment for the

4 remainder of EY13 for legal services-isreflected-in-column-(5)-e £ th-e-attached—— s
schedule.

The 13-15 biennial budget request endorsed by the SBHE includes funding for new
internal audit, compliance and legal positiors, among others at the System level. [ hope
you will support this request.

I understand and appreciate the impact of these difficult decisions. I put forth this planin
order to respond to SBHE and others’ expectations regarding more System oversight,
accountability, efficiency,and in some cases quality. This cannot be accomplished

' The North Dakota University System is governed by the State Board of Higher Ecucation and inciudes:

i Bismorck State College - Dakata College at Bottineau « Diziinsan State University - Lake Reglon Stale Clege + Mayville State University - Minat State University
i North Dakota State ColieQe of Science < North Dakota State University - Uriversity of North Cakcta » Vallay City State University « Wiillston State Coliege
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without additional System staff resources. I have taken several steps to make difficult
internal decisions and reallocations within the office to date. However, there isalimit
to my ability to do so within the limited System Office budget. Additionally, there are
certain services, while appropriately delivered at the System level that can and should be
paid by campuses,due to their utilization.

[believe it isin the best interest of the entire NDUS to demonstrate a willingness to
change and address some of the critical issues facing us within the next few short
months. '

Attachment
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Combined Current Legal Services and New Internal Audit and
Compliance Positions Assessment
Fiscal Year 2013 g
! (O] @ | | (3) (4)’ ) 8
Annual _ FY13 Remaining Assessmant
- IA and Legal
4 Compliance Services
" New Internal Assessment | Assessment
Auditor and Current for Period for Period
Compliance Legal Combined 10112 to 1011121t
Officer 1/ Services 2/ Totai 6/30/43 6/30413 TOTAL
BSC $11,729 | | $37,395 $49,124 $8,797 $28,046 $36,843
LRSC $3,057 ! $16,026 $19,083 $2,293 $12,020] $14,312
WSC $5,749 $12,446 $18,195 $4,312 $9,334 $13,846
UND $120,125 $0 $120,125' $90,094 $0 $90,094
NDSU $104,478 SO $104,478, $78,358 ] $0! $78,358
NDSCS $9,759 $36,599 $46,357 $7,319 $27,449) $34,768
DSU $10,808 $15,572 $26,380 $8,106 $11,679| $19,785
Masu $6,260 $16,936 $23,185 $4,687 $12,702| $17,389
MiSU $19,596 $37,963 ! $57,559 $14,697 $28,472| $43,169
VCSU $5.277 $14,264 $19,541 $3,958 $10,698| $14,656
DCB $2.073 $8,207 $11,279 $1.554 $6,905  $8,458
Subtotal $298,900 $196,406 $495,307 $224,175 $147,305] $371,480
SIS | $15,108' $15,108 $0 $11,331] $11,331
NDUS Office $90,649' $90,649 ~$0 $67,987, $67,987
TOTAL | $302,163 $801,084 ] $224 175 $226 623 | $450,798
1/ Algocaﬁ;:n based on combined total assets and total operating and nonoperating revenues .
2/ Allocation based on percentage use (NDUS Office and SITS), UND/NDSU (fixed amt.) and other
campsues (HC employees)
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North Dakota University System
HB1281 - House Education Committee
1/23/13, H. A. Shirvani

Good morning Mr. Chairman and members of the committee. | am Ham Shirvani, Chancellor of
the North Dakota University System. [ appear before you today on behalf of the State Board of
Higher Education in opposition to HB 1281. I will outline the reasons why we believe this bill
would directly harm the University System and its constituent campuses.

HB 1281 contravenes the spirit of Article 8 of the North Dakota Constitution, which grants the
SBHE “full authority” over the institutions under its control. Part of that authority includes the
power and responsibility to manage financial and budgetary matters of the NDUS and
institutions comprising the system.

When the drafters of the Constitution wanted to limit that authority, they did so by specifically
carving out certain exceptions. They showed great prescience, however, by refraining from
limiting the SBHE’s authority to use funds for the system office. Indeed, they could have done so
quite easily when they drafted Section 6(e) of Article 8, which says funds allocated to one
institution may not be used for another institution. The fact that they did not include the system
office in that section shows it was not their intention to limit the SBHE this way.

HB 1281 would negatively impact ongoing and new collaborative technological efforts that
create and maximize efficiencies across the North Dakota University System. The costs of many
services are paid from state appropriations but many are enhanced through assessments to the
institutions. This “sharing” across the System:

Reduces duplicative efforts across institutions

Increases purchasing power, leading to better pricing and services
Reduces administrative workload due to single contracts/services
Creates necessary expertise

O O O O

Some specific examples are attached.

Outside of technology services, the NDUS shares legal services. Instead of each campus
employing their own attorney, or contracting with costly outside counsel, nine of the eleven
campuses, along with the SBHE and NDUS Office, share two legal counsel positions at the
System Office. The same model applies for the audit function, to create more cost-effective
shared positions that can operate with a consistent set of policies, procedures, and protocols.
Other administrative areas, such as human resources, risk management, and compliance, are
other worthy candidates for systemwide sharing. Individual campuses cannot afford to employ
individuals for each of these functions. Absent direct general fund appropriations to support
these positions, the only way to effect economies of scale and improve expertise at the campuses
is to assess participants for the shared cost of the service.



HB 1281 would prevent students, faculty, and staff of the NDUS institutions from taking
advantage of the economies of scale and efficiencies gained through systemwide services. These
efficiencies save the state of North Dakota tens of millions of dollars. This bill, if passed, would
only serve to impose limitations that are cost-ineffective and undercut the purpose of having a
“system” of higher education.

[ would be happy to answer any questions.

Examples of NDUS collaborative technological efforts:

e For some time, institutions have joined financial forces to increase purchasing power and
reduce local expenses for a variety of System services that improve student access to
programs and services, control costs, and reduce complexity across the System. These
include the ConnectND student system, human resources system, the financial system, a
variety of Microsoft systems and applications, the recently implemented lecture capture
technologies, and the ODIN library system, to name just a few.

e HB 1281 would end the ability of institutions to pool financial resources and share in the
cost of a system or service where operations are conducted at a System level but
institutions pay in part or in whole.

e HB 1281 would require individual institutions to negotiate and purchase institutional
licenses and other agreements.

e The ODIN Library System is an example of a service that would be impacted if HB 1281
were passed. This impact would extend beyond the University System -- it would affect
K-12 students, state agencies, and public libraries. While K-12, public libraries and state
agencies could be assessed their share of the operation, this assessment for NDUS
institutions would be prohibited under the proposed bill.

e All types of libraries in North Dakota — higher education, public, K-12 and other libraries
— have, for years, shared the costs to support the library system, which provides online
catalog, circulation, purchasing materials, and interlibrary loan functions. This sharing of
costs and resources brings significant resources to all of the NDUS institutions that many
would not otherwise be able to afford.

e The libraries also have shared in the cost of online resources making them available to all
North Dakota citizens.

e Institutions are assessed for their share of the cost for a common credit card processor for
all systems. Under HB 1281, this would no longer be allowed.
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ACCESS. INNOVATION. EXCELLENCE.

TO: Chancellor’s Cabinet

FROM: H.A. Shirvani, Chancellor

DATE: August 16,2012 Memo #P-12-21
RE: Campus Assessments

Prior to my arrival, the SBHE Budget, Audit and Finance Committee (BAFC) endorsed a
plan to put in place during FY13,0ne new System Internal Audit (14) position and one
new System Compliance position. Thisisin addition to the current System internal
audit position. Also, in July 2012, as part of the FY13 NDUS Office budget, the SBHE
approved addition of these two new positions, through campus assessment. At that
meeting, I also asked that assessment be extended to include legal services.

In order to continue movementin these important areas during FY13, campuses will
be assessed the cost for one additional IA (total of 2) and one new Compliance position
beginning October 1, 2012. Attached is aschedule which shows the new assessment,by
campus, for the remainder of FY13. The cost has been allocated on the same basis -
combined assets and revenues - as the current internal audit position. The attached
schedule does not include the assessment for the current IA position as that was sent
to your campuses earlier.

Also, effective October 1, 2012, theninecampuses, excluding UND and NDSU, and System
Information Technology Services (SITS) will be assessed for the cost of legal services. My
office will continue to pay for thirty percent of the cost of the services for PatSeaworth
and Cynthia Wagner Goulet. Five percent of the total cost will be paid by SITS,based on
historic utilization. The remaining 65% of the cost will be assessed to the nine
campuses who currently utilize centralized legal services. The assessment will be

" based on headcount employees, excluding students. The assessment for the
remainder of FY13 for legal services-is reflected-in-column-(5)-o f th-e-attached

schedule.

e

The 13-15 biennial budget request endorsed by the SBHE includes funding for new
internal audit, compliance and legal positions, among others at the System level. I hope
you will support this request.

‘ Iunderstand and appreciate the impact of these difficult decisions. I put forth this planin
| order to respond to SBHE and others expectations regarding more System oversight,
| accountability, efficiency,and in some cases quality. This cannot be accomplished

The North Dakota University System Is governed by the State Board of Higher Education andincludes:

Bismarck State College - Dakota College at Bottineau - Dickinson State University - Lake Region State College + Mayville State University « Minot State University
North Dakota State Coliege of Sclence - North Dakota State University < University of North Dakota * Vailey City State University - Williston State College
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without additional System staff resources. [ have taken several steps to make difficult
internal decisions and reallocations within the office to date. However, there isalimit
to my ability to do so within the limited System Office budget. Additionally,there are
certain services, while appropriately delivered at the System level that can and should be
paid by campuses,due to their utilization. _.

[believe it isin the best interestof the entire NDUS to demonstrate a willingness to

change and address some of the critical issues facing us within the next few short
months. '

Attachment
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Combined Current Legal Services and New Internal Audit and
Compliance Positions Assessment

Fiscal Year 2013
(O (2) 3) 4) (5) ®6)
b Annual:.. .. ... . _FY13;Remaining Assessment
: IA and Legal
. Compliance Services
* New internal Assessment | Assessment
Auditor and Current for Period for Period
Compliance Legal Combined 1011712 to 1041210
Officer 1/ Services 2/ Total 6/30/13 6/30/113 | TOTAL
BSC $11,729 $37,395 $49,124 $8,797 $28,046| $36,843
LRSC $3,057 $16,026 $19,083 $2,293 $12,020| $14,312
WSC $5,749 $12,446 $18,195 $4,312 $9,334| $13,646
UND $120,125 $0 $120,125 $90,094 $0| $90,094
NDSU $104,478 $0 $104,478 $78,358 $0| $78,358
NDSCS $9,759 $36,599 $46,357 $7,319 $27,449| $34,768
DSU $10,808 $15,572 $26,380 $8,106 $11,679| $19,785
MaSU $6,250 $16,936 $23,185 $4,687 $12,702| $17,389
MiSU $19,596 $37,963 $57,559 $14,697 $28,472| $43,169
VCSU $5,277 $14,264 $19,541 $3,958 $10,698| $14,656
DCB $2,073 $9,207 $11,279 $1,554 $6,905| = $8,459
Subtotel $298,900 $196,406 $495,307 $224,175 $147,305| $371,480
SITS $15,108| $15,108 $0 $11,331| $11,331
NDUS Office $90,649 $90,649 30 $67,987| $67,987
TOTAL $302,163 $601,064 ~ $224,175]  $226,623] $450,798

1/_Allocation based on combined total assets and total operating and nonoperating revenues

2/ Allocation based on percentage use (NDUS Office and SITS), UND/NDSU (fixed amt.) and other
campsues (HC employees)
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North Dakota University System
HB1281 — Senate Education Committee
March 18, 2013
Claire Holloway

Good morning, Mr. Chairman and members of the committee. I am Claire Holloway, General Counsel
of the North Dakota University System. I appear before you today on behalf of the State Board of
Higher Education in opposition to HB 1281. I will outline the reasons why we believe this bill is
inconsistent with the Constitution of the State of North Dakota.

As you know, at both the state and federal level of government, the powers of each branch of
government stem from the Constitution. HB 1281, however, would infringe Article 8 of the North
Dakota Constitution, which grants the State Board of Higher Education “full authority over the
institutions under its control.” Part of that authority includes the power and responsibility to manage
financial and budgetary matters of the North Dakota University System and the institutions comprising
the system.

When the drafters of our Constitution wanted to limit that budgetary authority, they did so by
specifically carving out certain exceptions. They showed great prescience, however, by refraining from
limiting the State Board of Higher Education’s authority to use funds for the system office. Indeed, they
could have done so quite easily when they drafted Section 6(e) of Article 8, which says funds allocated
to one institution may not be used for another institution. The fact that they did not include the system
office in that section very clearly shows it was not their intention to limit the State Board of Higher
Education this way. As a result, requiring budget section approval of campus assessments is not
consistent with the North Dakota Constitution.

[ would be happy to answer any questions.





