OUS Fisca Accountability Framework Ci)

Section 2:

Functional Area Summaries

* Auditing (2.2) e Payroll (2.10)

 Auxiliary Enterprises and Other Activities (2.3) * Procurement (2.11)

* Budgeting (2.4) * Research and Sponsored Programs (2.12)
* Debt Financing and Management (2.5) * Risk Management and Insurance (2.13)

» Endowment Management (2.6) o Student Financia Aid (2.14)

* Facilities Management (2.7)  Taxation (2.15)

* Financial Reporting (2.8) * Treasury Management (2.16)

* Legal Issues (2.9)

Note: Early in the Fiscal Accountability Framework project, each business processwork group (Work
Group) developed a brief overview of their functional areaincluding relationship structure, background, key
issuesto explore, and a responsibility/authority balance. These overviews asssted the Work Groups, Project )
Management Team, and the Steering Committee in formulating project deliverables.

© 2002 Arthur Andersen All rights reserved. P@e 2 1



Auditing

Relationship Structure

External
Auditor CPA
Firm

Campus post
transaction
audits

Sec. State
Audits
Division

Fed & State
Program
Auditors

*TYPE OF AUDITS:
Financial, Compliance, Operational
Fraud Investigations, and Info Technology

Key Issuesto Explore

D

Background

e OUSInternal Audit Division has overall responsibility for audit coordination and
devising ainternal audit plan to provide assurance related to the following:
reliability and integrity of financial and operating information; compliance of
systems to applicable policies, procedures, laws, and regulations; safeguarding of
assets; efficiency and effectiveness of resources employed. The Director of Internal
Audit reports to the Budget and Finance Committee twice ayear to provide the
Committee and University Presidents an update on audit activity, issues, and plans.

« There are five forms of audits conducted at the OUS: financial, compliance,
operational, fraud, and information technology. These are performed by a number of
audit organizations internal and external to the system.

« The external public accounting firm hired by the Secretary of State’s Office conducts
the annual financial statement and OMB Circular A-133 compliance audit as
required by federal and state statute. The Secretary of State A udits Division also
performs selected compliance and operational reviews as part of the statewide audit
plan. Inaddition, OUS receives funding through federal and state agencies. These
agencies perform financial and compliance audits to supplement the audit work
performed under the OMB Circular A -133 audit.

Responsibility/ Authority Balance

© 2002 Arthur Andersen All rights reserved.

« Communications: How to effectively communicate the Responsibilit

risksrelated to federal and state audits to institutional
ves- instituti i | | |

re_presentatlv&e currently instituti pnal re_present_anves Work Group Members | | | »—
might respond to government auditors without first — _
communicating with the Internal Audit Department or * Patricia Snopkowski (CO) 1 . 5
T - . Authority
institutional officials. * Heidi Sann (UO)

* How exactly are post transaction reviews defined? Who * Rick Poese (EOU) I I I >—
isresponsible for conducting these reviews? What
functions warrant a post audit transaction review? How ! Level of Centralization >
is scope determined for post transaction reviews? 1: Completely autonomous

5: Completely centralized
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Auxiliary Enterprises and Other Activities

D

Relationship Structure

O _O
O _O

/ Telecomm
O_O

@
%}\

Key Issuesto Explore

* What effects will the GASB 34/35 implementation have on
Auxiliaries, and how should these effects be managed?

« How should designated operating funds be managed?

¢ How can the CO play amore active role as an advisor to the
institutions on issues such as public/private partnerships?

« A need existsfor authority over Student Center operationsto
be formally delegated via IMD to institution presidents.

* What isthe proper approval process for various categories of
fees? Clarification is needed.

» Attheinstitutional level, clarification is needed regarding
how projects are selected to receive funding from the capital
building fee debt pool.

Background

Auxiliary Enterprises for this purpose includes 11 areas- Telecommunications,
Computer Services, Housing, Food Services, Student Centers, Health Services,
Parking, Bookstores, Other Rentals, Other Auxiliaries and Athletics

The 11 areas may be sub-divided into 3 buckets: service centers
(Telecommunications, Computer Services), student-related functions (Housing,
Food Services, Student Centers, Health Services), and other enterprises
(Parking, Bookstores, Other Rentals, Other Auxiliaries, Athletics)

The Chancellor’s Office has an active role in the service center
(telecommunications, computer services) processes and general operations

I nstitutions manage all non-service center auxiliaries independently

Some collaboration and communication between the institutional leadersin
these areas does occur

Note: certain aspects of Athletics are beyond the scope of thisproject

Responsibility/ Authority Balance

Work Group Members

¢ Tom Scheuermann (OSU)
« Bob DeCarolis (OSU)

¢ Frances Dyke (UO)

« Kerry Frost (WOU)

» Rick Poese (EOU)

* Wayne Schumacher (SOU)
« Jeannine Steckley (OIT)

* Nikki Tasanasanta (CO)

* Dee Wendler (PSU)

© 2002 Arthur Andersen All rights reserved.

1: Completely autonomous

Level of Centralization

5: Completely centralized

Responsibility
> | | |
| | |
1 5
Authority
_> | | |
| | |
5

J
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Budgeting

D

Relationship Structure- Information Flow

oy

$

Governor/ DAS

Yy

State Board of
Higher Education

Key Issuesto Explore

Background

» According to guidelines provided by the CO, each institution submits an annual
budget, based on projected total revenue and expendituresfor all fund groups, to
the CO as part of the Biennial Legislative Budget Request Cycle

¢ CO Budget Office personnel consolidate the institutional data, modify with DAS
bienniabudget factors, and submit a single budget request to the Board and
Governor on behalf of the entire System

« Both the Governor’s Office and the Legislature review and act on the budget
request

» TheBoard Budget Office facilitates the flow of funds from the State to the
institutions via the resource alocation model (RAM)

« The management of allocated funds differs significantly from institution to
institution

 Collaboration and information sharing among the institutions relative to
budgeting issuesisinformal

» Note: the capital budgeting process will be addressed as part of the facilities
management and debt management work groups

Responsibility/ Authority Balance

« A conflict exists because the System operatesin arevenue Work Group Members Responsibilit
driven model, while the budget must be submitted to DAS RESONSIDILY
using a cost driven model. * Frances Dyke (UO)
« A standardized schedule of meetings of institutional and « Duane Faulhaber (OSU) i H»> i
CO budgeting personnel should be established. e H Harri IT
« A timely reconciliation of the final System budget, as aldar?e aris (OIT) 1 5
submitted to DAS, and the institutional data submission * Bob Kieran (CO) Authority
fs,hoyld _be produced and communicated back to the e LeelLindsey (EOU) | |
institutions. o . « Mike Mallery (SOU) | N |
* The channels of communication within the CO are Sherri Perrv (WOU
unclear; this results in inconsistent information flowing to * Sherri Perry ( ) 1 5
the institutions. « Loren Stubbert (CO)
+ Theroles of the CO and institutions related to budget « Jackie Thorsness (CO) Level of Centralization
preparation need to be clarified and communicated to the 1: Completely autonomous
Leglslatlve Fiscal Office and DAS. * DeeWendler (PSU) 5: Comp|ete|y centralized
L_© 2002 Arthur Andersen All rights reserved >, >
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Debt Financing and M anagement

Relationship Structure- Flow of Funds

$

(= ?/.

Background

Bond limit bills must be approved for the issuance of bonds. Bond limitation is
determined and approved by the State L egislature.

« Institutions make capital budget requests to the CO; these requests are
incorporated into asix year plan and submitted to the Board and then to DAS
by the CO staff.

» Legislature approves capital budget requests.

¢ CO submitsrequest to Board for issuance of bonds.

« Board approves, Treasury issues bonds; proceedsto CO
« CO Facilities directs the distribution of bond proceeds.

» CO collectsfunds for sinking fund accounts; manages sub-accounts for each
debt issuance at the Treasury; performs arbitrage calculations, tax filings, and
monitors expenditure limitations.

» COPs (secured debt) issued by Treasury; CO signs off on the requests, collects
debt service from institutions, and reconciles trustee accounts.

Bond Financia

Counsdl Advisors

DAS . Underwriters

Key Issuesto Explore

Would the System be better served if Debt Management was
more decentralized? Should ingtitutions work directly with the
State for funds and perform administrative functions on amore
decentralized basis?

What would be the costs (staffing, training) and risks of further
decentralization?

Authority/Responsibility disconnect: CO accounts for funds and
answers to the State, yet has limited control over how the funds
are distributed/spent.

Institutions would like the ability to estimate their own debt
Sservice.

Reprioritization of projects by DAS, Chancellor’s Office and
Legislature waste scarce resources.

Debt is not on ingtitutional books. Isthere away for institutional
debt to be reflected on institutional financial statements?

Responsibility/ Authority Balance

© 2002 Arthur Andersen All rights reserved.

Responsibility

Work Group Members | |

« Mark Johnson (CO) | > '
* Allen Gidley (UO) 1 5

* Mary Hatfield (CO) Authority

* Robyn Pierce (PSU) > | | |

» Dee Wendler (PSU) ! ! !
1 5

Level of Centralization
1: Completely autonomous
5: Completely centralized
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Endowment Management ')

Relationship Structure ﬁ

Treasury

I nvestment
Commlttee

Background

« A $60M system endowment is managed centrally; approximately $2.8M of
income distributed annually to the institutions
» The system endowment is basically fixed, with most new donations going to
institutional foundations. However, an investment committee of the Board
_® meets quarterly to discuss management of the funds; institutional
foundations receive donations directly

« Theinvestment committee makes all decisions related to fund management

endowments; these foundations, by OAR, must submit an annual report to
the Chancellor’s Office

based on recommendations by the CO staff and consultants; these decisions
are then reviewed and approved by the full Board, as well as by the Oregon
/V Investment Council (OIC)
l « All institutions have independent foundations with boards that manage

Consul tants

Key Issuesto Explore

« |Isit advantageous to continue managing these funds
centrally?

« Isitlegally and/or politically feasible to distribute the
funds to the individual foundations? What steps would be
necessary to accomplish this? What are the advantages
and disadvantages of this option?

« |Isturning-over management of these fundsto Treasury
and the Oregon Investment Council aviable alternative
option? Would the balance receive adequate attention
from the Oregon Investment Council (OIC)?

 Should the endowments be adjusted to market value on
institutional books?

« Should the current threshold be raised to classify non-
designated funds as endowments?

» 1.5FTE at CO are dedicated to managing this balance; $20k is spent
annually on external investment consultants

» CO staff provides reports and distributes earnings to institutions as part of
this process

Responsibility/ Authority Balance

Responsibility
Work Group Members | | |
« Mark Johnson (CO) ! ! '
+ Gail Bartlett (CO) 1
« Kim Calvery (OSU) Authority

« Shannon McCarthy (CO) : { I
 Larry Tergeson (UO)

© 2002 Arthur Andersen All rights reserved.

5
5
Level of Centralization )

1: Completely autonomous
5: Completely centralized
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Facilities Management

D

Relationship Structure- Flow of Funds (%)

Giftd Grants @ @

‘@.. 1 /- B

@@
$ N,

Key Issuesto Explore

Background

« Note: Capital Budgeting processis covered by the Debt Management group

» Threetypes of funding generally exist for construction projects: bonds (both G
and F bonds), gifts/grants, and general funds from the legislature

« Although the CO has statutory responsibility for the System’ s construction
proj ects, the institutions manage both the construction and operation of facilities

» CO monitors spending and expenditure limitation for each construction project,
but has no true enforcement mechanism, other than the denial of future requests

 Facilitiesrenewal funds are allocated by the CO to the institutions biannually;
institutions that exhaust their funds are able to apply to the CO for supplements

« The E-Board must authorize any over-expenditures, even after they have
occurred; the CO represents the institutions before the E-Board

« The System’s smaller institutions have fewer resources; they are therefore,
generally, more dependent on the CO for assistance and guidance

« |Ingtitutional leaders for Facilities Management convene quarterly to discuss
current issues and to share knowledge

Responsibility/ Authority Balance

. i ices?
Do regulatlons n.1&.110h current practices? | o Work Group Members Responsibili
* What is the specific role of the Chancellor’s Officein this ) RESONSIDILY
process: simply consolidating the institutional requests, or * Bob Simonton (CO)
approving and denying requests? * Matt Graves (EOU) i i |
« Institutions may work outside of the standard budgeting * George Hecht (UO) 1 :
process by contacting legislators directly regarding * SteveKitchen (OIT) .
specific funding requests « Jim Lloyd (OSU) Authority
« Steve Medley (WOU) : p | :
e Craig Morris (SOU)
* Robyn Pierce (PSU) 1 >
* Tri Schodorf (CO) Level of Centralization
1: Completely autonomous
. 5: Completely centralized
L © 2002 Arthur Andersen All rights reserved
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Financial Reporting

D

Relationship Structure- The Flow of Financial I nformation

Stateand
Federal

End Users

Board

K

Public

ey I ssuesto Explore

a

63

Work Group Members

Background

Sk pusg

The primary responsibilities of the institutions are to systematically record
transactions in accordance with GAAP throughout the year. The institutions
are responsible for following the year end closing processto review and
research the financial information and produce various reconciliations and
adjusting entries at year end.

The Chancellor’s Office extracts the recorded institutional ledger datafrom
the Banner System, prepares and posts any necessary adjusting,
consolidating, and reclassification entries via Hyperion, and produces the
annual financial statements centrally.

The Chancellor’s Officeis responsible for the annual audited financial
statements of the System, aswell as for the supplemental schedules for each
institution and the CO included within the annual report.

Institutions produce and publish selected financial data withintheir respective
fact books and ad hoc reports; thisinformation is unaudited and has the
potential to be inconsistent with the System’ s audited financials and the
supplemental schedules of the institution.

Responsibility/ Authority Balance

« |Institutions need to respond to end users with a cognizance of any
differences between the audited financial statements and Banner.
They often do not understand the reconciliation from Banner to the
financial statements. Broader distribution of reconciliation detail
and communication of Hyperion processes is warranted.

« Consistency and timing are issues from an end user perspective
when afact book contains different financial information than the
audited financial statements. End users do not understand apparent
discrepancies between these sources of financial information.

¢ Dueto GASB 34/35 there are (will be) increased roles and
responsibilities. Additional disclosure requirements will be facing
the institutions; therefore roles and responsibilities will be nore
demanding for theinstitutions. It isnecessary that the institutions
understand the responsibilities and the demands on their staff.

* Reporting debt, endowments, and securities lending.

Gary Rogers (CO)
Beth Barker (OSU)
Paul Bartlett (CO)
Doug Garton (EOU)
Bob Kieran (CO)

Nick Miller (CO)
Craig Morris (SOU)
Heidi Sann (UO)
Jeannie Steckley (OIT)
Loren Stubbert (CO)
M. VanDeusen (WOU)
Dee Wendler (PSU)

Responsibility

Authority
| |

Level of Centralization

1: Completely autonomous
5: Completely centralized

© 2002 Arthur Andersen All rights reserved.
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Legal Issues

D

Relationship Structure- Legal Support

DOJ

Key Issuesto Explore

« HB 2321 and the internal DOJWork Allocation Policy have
resulted in additional DOJ reviews and therefore delaysin
the contract approval process. Various FAF functional area
work groups have cited these delays as akey issue. How
should thisissue be addressed?

« The FAF Taxation work group cited a need for more legal
support from counsel with higher education expertise
specifically with respect to Unrelated Business Income Tax
(UBIT) asakey issue. How should thisissue be addressed?

© 2002 Arthur Andersen All rights reserved.

Background

who provide legal advice within OUS.

System, including fiscal oversight of DOJ services.

« The Attorney General has designated three special assistant attorneys general

« Ben Rawlinsisthe Director of Legal Servicesfor OUS. He provides general
counsel adviceto the Board and Chancellor’s Office and is authorized to provide
legal advice on student and faculty issues to the seven institutions. In hisrole he
oversees the provision of legal serviceswithin OUS by acting as the liaison to
the Department of Justice and monitoring the activity of DOJrelative to the

« Melinda Grier, General Counsel to the University of Oregon, and Caroline Kerl,
Legal Advisor at Oregon State University, are hired by their respective
institutions to provide general counsel advice at their institutions.

« The 4.5 attorneysin the Education Section of DOJ also advise the Board, CO,
and institutions. Wendy Robinson, the Attorney in Charge of the section, isthe
DOJliaison to OUS. The Department of Justice represents OUS and its
institutionsin al litigation, appeals, and bankruptcy proceedings.

Responsibility/ Authority Balance

(note exceptions below)
Work Group Members | | |

Responsibility and Authority- System

| | | >
* Ben Rawlins (CO) 1 5
¢ Melinda Grier (UO)
« Caroline Kerl (OSU) Responsibility and Authority- UO, OSU onl
+ ChrisMahoney (CO) } » }
1 5

Level of Centralization
1: Completely autonomous
5: Completely centralized

J
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Payroll

Relationship Structure- Processing ($)/ Data Aggregation Background

» The Payroll processis semi-decentralized: the CO handles all tax
reporting and data aggregation, while the institutions and CO process
and distribute their own payrolls. The CO also monitors institutional
compliance with process rules, which are set by the Payroll Manager
at the CO

« Thelarger institutions have their own computer centers, whilethe
others and the CO utilize the joint services of Information Technology
Services.

» The CO has statutory authority and responsibility for Payroll and the
institutions have been del egated significant components of Payroll
processing.

» The Payroll Managers meet periodically to discuss relevant issues

 Payroll may report to different, various departments (i.e. Business
Affair, Budgets, and Human Resources) at each institution

¥

Key Issuesto Explore Responsibility/ Authority Balance
 Should institutions have their own taxpayer identification
numbers?
— Benefits: institutional flexibility with payroll processing Work Group Members Responsibility
calendar and pay frequency, easier reconciliation of vendor « John Craven (CO)
payments . | |
— Drawbacks: more tax filings, possible non-consolidated Pam B_abb (PSQ) ' ' N
payments to vendors, additional staffing ¢ Cynthia Beckwith (CO) 1 5
* Isthere aresponsibility/authority disconnect within this process « Judy Duff (UO .
area, given that the institutions have been delegated significant y (o) Authorit
components of payroll processing? * Carol Kroll (EOU) | | |
« Achieving data consistency isincreasingly difficult with  Peggy Taylor (OSU) [ > [ [

decentralization of payroll processes and flexibility with setups
of System software. Consistent datais critical for OUS

Michele VanDeusen (WOU)

aggregate reporting responsibilities. ! >

» Migration and modification management pose significant risks Level of Centralization
in producing timely and accurate payrolls. Thisincludes all 1: Completely autonomous 3
version upgrades and system modifications that require testing. 5: Completely centralized

© 2002 Arthur Andersen All rights reserved.
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Procurement

(materials) and services, including personal/ professional services, for the continued operation of
campus and System programs and operations, including instruction, auxiliary, and sponsored programs.
We will not address the processes and issues related to faciliti es management or accounts payable.

NOTE: For purposes of thiswork group, Procurement is defined as the purchase/ contracting for goods q :

Relationship Structure- Autonomy with Collaboration Background

« All contracting authority that has not been reserved to the Board resides with the
OUS, Vice Chancellor for Finance and Administration, or designee. The Vice
Chancellor has authorized the institutions to engage in certain categories of
contracts; further decentralization exists at the institutional level

« For the most part, institutions are empowered to act independently with regard to
most purchasing and procurement agreements, however, standard contract
language is approved by the CO and the State Department of Justice (DOJ)

* Personal Services Contracts over $75,000 and Goods and Services contracts over
$100,000 are subject to legal sufficiency review by the DOJ, asare
intergovernmental, interstate and international agreements

« Coordination and cooperation efforts within the System do occur, as evidenced by
quarterly purchasing managers meetings and selected System-wide contracts (e.g.
P-card, GIS software); the System entities also coordinate with other public

. Other public entities (e.g. E&I, other cooperative agreements)

entities and * DASrequiresinstitutionsto pay an annual fee that varies based on institutional
cooperatives sizeto participate in their contracts

Department of
Justice

Key Issuesto Explore Responsibility/ Authority Balance

» Theroles and responsibilities of the CO relative to this process Work Group Members
are unclear, asisits authority relative to theinstitutions.

« Thereisalimited sense of accountability for the process * Miller Lembke (PSU)
functioning properly; it is unclear, for example, which entity « Rhonda Gelbrich (CO) |
would be considered responsible should an issue arise.

« Itisunclear who should perform the liaison function between

Responsibility

—»——— |

e Aaron Howell (OSU) | !

the institutions and DAS. Isthis the role of the CO? For + ChrisMahoney (CO) 1 _ 5

example, who should be negotiating an agreement related to « Harriet Merrick (UO) Authority

the access fee? Who represents the System? « Arthur O’ Hare (WOU) | | | |
. i ] i instituti i > | | |

There are inconsistencies among the institutions regarding « Ray Setters (OIT) |

their treatment of various issues (i.e. moving expenses);

additional central guidance or policies would be helpful. « Beth Sunitsch (SOU)

» Thereisopportunity for greater coordination of the
Procurement function, perhaps by the CO.

L © 2002 Arthur Andersen Al rights resenved

Brett Timm (EOU)

Level of Centralization
1: Completely autonomous
5: Completely centr_g! ized
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Research and Sponsored Programs ')

Relationship Structure- Autonomy with Collaboration

Sponsors

Sponsored
Programs
Group

Key Issuesto Explore

Who should be responsible for the cal culation, preparation of
the proposal, and negotiation of indirect cost rates?

Should institutions have some level of control over the chart of
accounts, since they are responsible for the recording and
reporting of transactionsfor this area?

Should independent tax identification numbers be established
for the institutions?

Within the current accounting system, payroll encumbrances
cannot be viewed beyond the fiscal year end, which makes
budgeting for sponsored programs extremely difficult.
Should cash management functions related to sponsored
programs be decentralized, including establishing separate
bank accounts?

No process currently exists to address necessary adjustments
of policy and practice within the System.

© 2002 Arthur Andersen All rignts reserved.

Background

« Ingtitutions independently accept and manage sponsored awards, although they
are al issued with a single OUS taxpayer identification number. Some of these
awards may be sub-awarded to other OUS institutions, but the institution
receiving the prime award is responsible, not the CO

 Historically, the CO has prepared and negotiated F& A (indirect cost) rates for
all institutions, under the authority granted to them within FASOM 5.01 (C2-5).
UO iscurrently completing their own; all other institutions have rate agreements
that go through 2003

» The CO consolidates sponsored program data of all institutions for reporting
purposes; they also gather responses from the institutions for the State on audit
findings and sub-recipient monitoring, plus other requests as needed

« The CO actsas an institution and receives awards, e.g. System awards, directly;
however, there is not an official sponsored programs office. Sub-granting from
this group has been problematic

« |Interactions among the institutional research administrators are irregular

Responsibility/ Authority Balance

Work Group Members
Responsibility
+ Karen Steele (OSU)
* Gary Chaffins (UO) » I I
* BonitaFletcher (EOU)
« Haldene Harris (OIT) 1 _ 5
« Steve Larvick (SOU) Authority
* Nick Miller (CO) P | | |
+ DonnaNiegel (CO) 1 .
" Arthur O'Hare (WOU) Level of Centralization
» Barbara Sestak (PSV) 1: Completely autonomous )
5: Completely centralized
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Risk Management and | nsurance —7

Relationship Structure

RMD/ DAS

Key Issuesto Explore

Background

» Risk Management involvesthree primary areas. property, liability and
workers' compensation.

« The Risk Management Division (RMD) of DAS isthe primary authority for
this area; the institutions work directly with RMD on most issues, but will
involve the CO in unusual circumstances.

e The CO primarily performs aconsulting role for the institutions however, CO
also handles the purchasing of insurance coverage for student related areas-
such as Intercollegiate Athletics, Athletic Catastrophic Coverage, Student
Health, Daycare, and Special Events. CO also oversees the insurance aspects
of construction contracts.

« Institutional leadersrelated to Risk Management are not dedicated to thisrole;
thisisusually asmall fraction of their responsibilities

 Information used in generating the Building Vaue Report flows f rom
Institutions to CO; the CO produces this report and the Risk Report for RMD.

® Should each institution establish a program of fiscal
accountability for workers' compensation, property and
liability losses to provide an incentive for loss prevention?

® Should each institution adopt and support development of a
cohesive risk management program ?

® Should OUS and the institutions seek |egislative or other
remedy to allow them to achieve more appropriate coverage?

¢ Should the Oregon University System adopt a System-wide
plan for basic coverage to provide access to health care for
all students?

Work Group Members

Responsibility/ Authority Balance

« Elizabeth Dickenson (CO)
» Kay Coots (UO)

* Michelle Gillette (UO)

¢ Roseann Kendall (WOU)
e Tom Larson (UO)

* Jeannie Steckley (OIT)
 Brian Thorsness (OSU)
 Brett Timm (EOU)

© 2002 Arthur Andersen All rights reserved.

Responsibility

| | |
| | | >
1 5

Authority

P | |

| |
1 5

Level of Centralization
1: Completely autonomous
5: Completely centralized

J
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Student Financial Aid

D

Relationship Structure- Autonomy with Collaboration Background

State and Federal Agencies

Oregon

Student
Assistance
Commission

Key Issuesto Explore

The chief function of the Chancellor's Office with regard to
financial aid isto serve as aliaison between OUS
institutions and the State government, either by coordinating
responses to compliance audits and specific legislative
requests or as an advocate for institutions' needs. The
Chancellor's Office's lack of comprehensive information
about Student Financial Aid within OUS can make its
advocacy less effective.

Within the Chancellor's Office itself, no work unit has been
assigned responsihility for collecting Student Financial Aid
datafrom each OUS institution, and there is no mechanism
in place for systematically collecting financial aid data

centrally from each OUS institution.
© 2002 Arthur Andersen All rights reserved.

« Institutions have been historically empowered to perform all functions related to
this areaindependently; they each maintain afinancial aid office that performs
all the required administrative functions, including reporting

« Within the financial aid offices, some functions are performed identically across
theinstitutions (if, for example, a certain processis required by Federal
Regulation) while other functions are performed differently by each of the
institutions; in other words, both conformity and autonomy exist

« The Directors of Financial Aid from the institutions meet quarterly to discuss
Federal and State legislative requirements, as well as to share information about
their respective policies, procedures and current issues; their interactions with
the CO are less regular and less frequent

» The primary role for the Chancellor’s Officeis to act as the liaison between the
institutions and the State Legislature. The CO receives reports from the
institutions, consolidates the information, and presentsit to the Legislature on
behalf of the entire System. The CO also coordinates the System' s responses to
L egislative requests or issues

SoUbY [eloped pue arels

Responsibility/ Authority Balance

Responsibility

Work Group Members }_; | | | |

« Sam Collie (PSU) | | | |
Elizabeth Bickford (UO) )

« Steve Larvick(SOU) Authority

e SandraMountain (WOU) I > I I I I

Tom North (CO) 1
Level of Centralization
1: Completely autonomous

5: Completely centralized
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Taxation

D

Relationship Structure (Process for Reporting to Tax Authorities)

Federal &
State

T

—
]

J
Key Issuesto Explore

» Would the System be better served by creating and
maintaining distinct tax identification numbers for
some or al of the ingtitutions?

» What can be done to resolve the current problems
related to the lack of accessibility to legal guidance?

« Should the reporting process relative to Unrelated
Business Income Taxes be modified?

» How can enhanced communication and training be
utilized to improve the current processes related to
taxation?

Background

« The Taxation areainvolvesissues related to payroll, independent contractors,

scholarships/fellowships, education tax credits, fringe benefits, non-resident
aliens, and Unrelated Business Income Tax (UBIT)

Each institution has significant responsibility for preparation of information
necessary for filings; the Chancellor’s Office (CO) generally aggregates the
information, prepares filings, signs and submits filings on behalf of the
System (note exceptions on chart-left). The CO also oversees reporting
reguirements, performs research, provides advice, and serves as primary
contact for audit, dispute resolution and appeals

DOJ providestax assistance to the institutions and CO as necessary; UO and
OSU also havein-house counsel. Institutions and CO are generally not
permitted to engage external tax specialists for consulting or return
preparation

Thereislittle to no interaction among the institutions related to tax matters;
however, there is some interaction between the individual institutions and the
CO, thelevel of which varies by tax area and by size of institution

Responsibility/ Authority Balance

© 2002 Arthur Andersen All rights reserved.

Work Group Members Responsibility
« Nancy Cameron (UO) | | | >
 Catherine Bernt (PSU) ! ! !
¢ John Craven (CO) 1 5
« Rhonda Gelbrich (CO) Authority
¢ Michele VanDeusen (WOU) N I I
« Bob Wheeler (CO)
« Eric Yahnke (OSU) 1 >
Level of Centralization )
1: Completely autonomous
5: Completely centralized
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Treasury Management ')

Relationship Structure- Flow of Funds Background

» Rolesand responsihilities of institutions/ CO vary across a multitude of cash
cycles: operating funds, donations, sinking funds, building & equipment
mai ntenance accounts, student fee funds, and building fee funds

« |Institutions receive funds directly from external sources (tuition, fees, other
revenue) viatheir bursars offices, aswell as from the Legislature viathe
CO; institutions also process bills and payments independently, other than
wire transfers, which are processed by the CO

« Bank accounts are reconciled centrally by two dedicated CO FTEs; CO also
isresponsible for allocating interest proceeds to the institutions

« Bond funds are subject to compliance regulations; bond fund balances are
monitored by the CO; Institutions may spend down to the building fund
limitation

e COisresponsible for establishing all bank accounts with the Treasury

» Seedetailed process descriptions for roles and responsibilities of each entity
relative to these processes

Key Issuesto Explore Responsibility/ Authority Balance

» Can/ should responsibility for reconciling accounts be handled by
theinstitutions? Thiswould allow the CO to assume amore

managerial (review/ approve) role. Responsibility
» Should OUS establish multiple taxpayer identification numbers? Work Group Members | | |
» Responsibility disconnect: CO reconciles accounts, but must search I I I >
for details with institutional personnel, because CO is removed from * Mark Johnson (CO)
the cash cycle otherwise « Gail Bartlett (CO) 1 S
» What would be the costs (staffing, training) and risks of Authority
decentralization/ establislgling mgarate treggury bank accounts? * Doug Garton (EOU)
« Isashared services option realistic/ desirable for small institutions? * Jan Pierce (OSU) g i i
« If reconciliation and banking are centralized, should system « Pat Soto (PSU)
standards be adopted? . Larw T Uo 1 5
 Should the institutions have the authority to work directly with arry Tergesen (UO) o
Treasury to establish bank accounts & other banking service issues? Level of Centralization
« Who should be responsible for cash balances, bank balances, fund 1: Completely autonomous
balances, and budget balances? 5: Completely centralized
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