APPENDIX H

North Dakota State University
Items Requested for Legislative Government
Services Committee meeting
Bismarck, ND
July 11, 2012

Legislative Request:

1) Airplane flights during state fiscal year 2011 including
destinations, passengers on the flights, and fees charged to each

passenger.

NDSU Response:

See Attachment A on pages 5 & 6 for information.
Legislative Request:
2) Airplane insurance costs

NDSU Response:

Basics of the current insurance policy are as follows:

Premium Amount: $18,395
Company: Commerce & Industry Insurance Company
Policy period May 1, 2012 to May 1, 2013

Coverage:
Liability Coverage Limit: $100 million each occurrence

Physical Damage Limit: $2 million ($1,000
deductible)

Medical Expenses: Each Crew Member & Passenger

$25,000 each occurrence



Legislative Request:

3) Specific sources of funds used to pay for airplane costs

NDSU Response:

In fiscal years 2008 - 2012, NDSU used a central administrative
local fund (# 22107) to capture all airplane operating costs.
Another local fund (# 19633) is used to charge the capital lease
payments for the airplane.

To cover the costs of both funds, monies are transferred from a
pool of university revenues that are designated for non-general
fund expenses. These non-general fund revenues consist of:
interest income, indirect cost recoveries, Minnesota reciprocity,
and transfers from departmental local funds.

Each year approximately 5 to 10% of the airplane’s operating costs
are reallocated to NDSU departments that used the plane. These
billings are based on usage of the plane by other NDSU
departments. NDSU departments primarily use appropriated
funds to pay their portion of the flight. These inter-departmental
payments are credited to the airplane’s operating fund (# 22107)
and are used to reduce the amount needed from non-general fund

revemnues.



Legislative Reques

4) Additional detail regarding sublease with Fargo Jet Center (FJC)

NTSU Response:

An overview of the sublease is as follows:

Agreement Term: Begins 11/1/2011 & continues for a one year
period, subject to annual renewals & various termination options.

Aircraft is leased to Weather Modification Inc, DBA Fargo Jet
Center 'FJC) for charter services, as needed & o< available

The airplane is leased for hourly rent of $660 per flight hour. Since the
11/1/2011 sublease was put into place, the FJC chartered it for 86.9
hours @ $660 and paid NDSU $57,354 for the use of the airplane
during the fiscal year-ended June 30, 2012. This sublease revenue is
credited to the NDSU fund used for airplane operating costs (#22107),
with the result of reducing the operating costs of the plane.

FJC is responsible for direct operating costs while aircraft is subleased,
which include costs of fuel, lubricants, oxygen & other aircraft
consumable products and standard catering.

Additional Commen+e;
The $660 hourly rate is based on anticipated FJC usage of 150 hours

per year. NDSU incurs no direct expense when the plane is chartered
by the FJC and is paid $660 per hour for the airplane. NDSU
Purchasing informa ; researched the local market - ~d confirmed
competitive pricing for this sublease arrangement.

Higher rates charged by for profit charter services typically include all
operating costs; i.e., direct operating costs, depreciation expense, pilot
expenses, etc... FJC charges such higher rates to its customers who
charter the plane. If NDSU were to directly charter to customers, NDSU
also would charge a higher rate, but would then incur the above-
mentioned additional costs. Instead, NDSU receives a lesser rate, but

the additional costs are paid by FJC.



Legislative Request:
5) Feasibility of selling airpléne

NDSU Response:

NDSU is currently exploring the feasibility of several different
options:

a) Selling the airplane and instead utilizing charter aircraft:
NDSU & the Fargo Jet Center entered into an agreement on
April 22, 2012 that could allow sale of the airplane in the event
that a favorable arrangement is presented.

b) A shared ownership and/or use arrangement with local
businesses: this is actively being explored as a means to
substantial reduce costs.

c) Further operating cost reduction: Beyond the already -
implemented and very successful “sub-contracting”
arrangement now in place and substantially reducing costs,
other ownership/operating cost reduction measures are being

explored.









