BUSINESSAFFAIRSAND HUMAN RESOURCES COMMITTEE
MAY 16-17, 2001

ACTION ITEM ITEM #B.2

SUBJECT:
Finance Rules to Policy

BACKGROUND:
During the recent legidlative session, the Board's rules on personnel and finance
were repealed, allowing the Board to govern personnel and financial matters by
policy. The Board's staff has been working with the institutions on establishing
policy that replace the rules. This process alows the Board to delegate
management issues to the institutions/agencies allowing the Board to focus on
policy and broader issues.

DI SCUSSION:
The finance rules are submitted for first reading.

IMPACT:
Increased delegation will place the responsibility with the decision-makers,
increase operating efficiencies and relieve the Board from routine agenda items.

FISCAL IMPACT:
No direct fiscal impact.

COMMITTEE ACTION:
A motion to recommend to the Board approva of the first reading of the Finance
Policy as submitted.

Moved by Seconded by Carried Yes No

BOARD ACTION:
A motion to recommend approval of the first reading of the Finance Policy as
submitted.

Moved by Carried Yes No
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BUSINESS AFFAIRS
SIGNIFICANT RULESMOVING TO POLICY

CURRENT RULE

PROPOSED POLICY

BONDS AND OTHER INDEBTEDNESS

Any expenditure from excess bond revenue requires
prior approval of the Board.

Delegate use of bond reserves up to $100,000.

ACQUISITION, DISPOSAL & PROTECTION OF REAL & PERSONAL
PROPERTY AND SERVICES
Reorganize Headings of Policy

Acquisition of option, lease or any other interest,
requires prior Board approval.

Delegate to chief executive officer authorize to
approve leases if terms do not exceed 5 years or if
cost exceeds $250,000.

Purchases of persona property, data processing
(software) approval levels.
- Under $25,000 - chief executive officer
$25,000 - 150,000 executive director of the
Board
Over $150,000 - prior Board approval

Purchase of Services (consulting or professional
services) does not require Board approval.

Combined equipment, data processing software and
equipment, and consulting into one section and
increased the approval levelsto:
Under $250,000 - chief executive officer
$250,000 - 500,000 executive director of
the Board
Over $500,000 - prior Board approval

Inventory of chattel property valued at $250 or more
must be maintained.

Increase inventory limits to $2,000 or limits
established by Department of Administration,
whichever islower.

Leases to use real property under control of agency
or institutions require prior Board approval.

Delegate to chief executive officer to lease property
if term of lease does not exceed 5 years or if value
received does not exceed $250,000.

Easements to make a permanent use of real property
reguire prior Board approval.

Excludes easementsto public entities for utilities.

Transfer of any other interest in real property
requires prior Board approval.

Continuesto require Board approval.

Sale, disposal, trade-in, or exchange of property
with value greater than $15,000 requires prior Board
approval.

Sale of services or rights require prior Board
approval if expected proceeds exceed $15,000.

Increase the Board approval level to $250,000

Increase the Board approval level to $250,000.
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BUSINESS AFFAIRS
SIGNIFICANT RULESMOVING TO POLICY

CURRENT RULE

PROPOSED POLICY

CONSTRUCTION PROJECTS
Reor ganizes the project approvalsto 3 stages of project devel opment:
Initial planning approval; Project approval; and
Revision to pre-approved project

Pre-planning approval - no Board approval.

Requires Board approval if exceeds

$500,000.

project

Provides for Board involvement with projects at an
earlier stage.

Project approval - without regard to source of
funding, proposals to make capital improvements
(new, renovations, additions) require the following
approval:
- Under $50,000 - chief executive officer

$50,000 - 100,000 - executive director of
the Board

Over $100,000 - prior Board approval

Requires detail project budget, authorizing
architecture, engineer, or construction management
services and increase the approval limitsto:

Under $250,000 - chief executive officer
$250,000 - 500,000 - executive director of
the Board

Over $500,000 - prior Board approval

Fiscal revision to approved project requires:

Under $50,000 or 2% of project cost -
chief executive officer

$50,000-100,000 or 2 - 5% of project cost
- executive director of the Board

Over $00,000 or 5% of project costs -
prior Board approval

Includes both revisions due to scope changes and
construction change orders. Increase approval
levels:

Under $250,000 - chief executive director

$250,000 - 500,000 - executive director of
the Board

Over $500,000 - prior Board approval

Construction Contracts - approval level is same as
initial project approval above.

Separately identified on the detailed project budget
in the Project Approval state and approved with the
project.

Change ordersrequire:
Under $25,000 - chief executive officer
$25,000 - 100,000 - executive director of
the Board
Over $100,000 - prior Board approval

Included in the fiscal revision section above.

Selection of architects, engineers, or construction
managers can be approved by the executive director
if under $25,000. Over $25,000 requires prior
Board approval.

Specific architects, engineers, or construction
managers not approved by the Board. Approval for
these servicesis part of the project approval stage.
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BUSINESS AFFAIRS
SIGNIFICANT RULESMOVING TO POLICY

CURRENT RULE | PROPOSED POLICY

GRANTS & CONTRACTS

All grants & contracts reported to executive director [ Changes to quarterly reporting for grants &
upon receipt. contractsin excess of $25,000.

Delegates waivers for recovery costs to chief | Unchanged.
executive officer with reports to executive director
for waivers over $10,000.
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BUSINESS AFFAIRS
SIGNIFICANT RULESMOVING TO POLICY
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|daho State Board of Education

GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

Review November 2000
Published February 2000

1. General Powers

The University of Idaho, Idaho State University, Lewis-Clark State College, and Boise
State University may, by amajority vote of al the members of the Board, borrow money
with or without the issuance of bonds pursuant to Chapter 38, Title 33, Idaho Code. The
Board must act by formal resolution. Such indebtedness is not an obligation of the State
of 1daho but is an obligation solely of the respective institutions and the respective board
of trustees. Any indebtedness is to be used to acquire a project, facility, or other asset that
may be required by or be convenient for the purposes of the institution. Student fees,
rentals, charges for the use of the projected facility, or other revenue may be pledged or
otherwise encumbered to pay the indebtedness. Refunding bonds also may be issued.

Eastern Idaho Technical College is not authorized to borrow money under chapter 38,
title 33, Idaho Code.

2. Attorney General's Opinion

The Board or the institution may request the Attorney General of |daho to review and
pass upon the validity of a proposed bond issue. If found valid, the bond is an
incontestable, binding obligation on the institution.

3. Private Sale

A private sale of bonds is permitted only with the prior approval of the Board as the
governing body of the institution. The chief executive officer of the institution must
explain why a public sale is not desirable and explain the benefits of a private sae of
bonds.

4. Responsibility of the Chief Executive Officer

The chief executive officer of the institution is responsible for compliance with state law
and these provisions when any indebtedness is incurred.
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GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

5. Easternldaho Technical College |
S Emdleo Ceestamic |

5. Expenditure of Excess Revenue

Expenditure of project revenues over and above that pledged or otherwise encumbered to
meet_the indebtedness requires prior approval of the Board: if expenditures exceeds
$100,000. The delegated use of excess revenue is limited to expenditures within the
project area that the revenue is pledged. |
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GOVERNING POLICIES AND PROCEDURES

SECTION:

V. FINANCIAL AFFAIRS

Review November 2000
Published February 2000

I. Real and Personal Property and Services

=3

©

(=3

The Board may acquire, hold, and dispose of real and personal property pursuant to
Article I X, Section 2 and Article | X, Section 10, Idaho Constitution, and-Sections-3-
107(2)33-2202 and-33-22113).pursuant to various sections of |daho Code.

Leases of office space or classroom space by any agency or institution except the
University of Idaho are acquired by and through the Department of Administration

pursuant to Sectl on 67-5708 Idaho Code AJJ—Leasaef—eﬁﬂeeer—eLasspeem—spaeeby

Purchasing—procedures: All property that is not real property must be purchased
consistent with Sections 67-5715 through 67-5737, Idaho Code, and-Executive Order
No—78-6; except that the University of 1daho may acquire such property directly and
not through the Department of Administration. Each agency and institution must
designate an officer with overall responsibility for al purchasing procedures.

Sale, surplus disposal, trade-in, or exchange of property must be consistent with
Section 67-5722, Idaho Code, except that the University of Idaho may dispose of
such property directly and not through the Department of Administration.

If the executive director of the Office of the State Board of Education finds or is

informed that an emergency exists, he may consider and approve a purchase or
disposal of eguipment or services otherwise requiring prior Board approval. The
agency or institution must report the transaction in the financial section of its agenda
at the next regular Board meeting together with a justification for the emergency
action.




|daho State Board of Education

GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

| I o |

2. Acquisition of Real Property

a_Any interest in real property acquired for the University of 1daho must be taken in the
name of the Board of Regents of the University of Idaho.

b. Any interest in rea property acquired for any other agency or institution under the
governance of the Board must be taken in the name of the state of Hdaho by and
through the State Board of Education.

c. This does not preclude a foundation or other legal entity separate and apart from an
agency or institution under Board governance from taking title to real property in the
name of the foundation or other organization for the present or future benefit of the

agency or institution. _(See Section V.E.13)

d. Acquisition of an option, lease, or any other present or future interest in real property,
otherthanatemporarypermit: by or on behalf of an agency or institution requires
prior Board approval if the term of the lease exceeds five (5) years or if the cost
exceeds two hundred fifty thousand dollars $250,000 annually.

e. Appraisal. An independent appraiser must be hired to give an opinion of fair market
value before anagency or institution acquires fee smpletitle to rea property.

f. _Method of sale - exchange of property. The Board will provide for the manner of
selling real property under its control, giving due consideration to Section 33-601(4),

applied to the Board through Section 33- 2211(5), and to Chapter 3, Title 58, |daho
Code. The Board may exchange rea property under the terms, conditions, and
procedures deemed appropriate by the Board.

e Execution All easements, deeds, and leases nust be executed and acknowledged by
the president of the Board or another officer designated by the Board and attested to
and sealed by the secretary of the Board as being consistent with Board action.
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GOVERNING POLICIES AND PROCEDURES

SECTION:

V. FINANCIAL AFFAIRS

3—Lease Of Office-Space

3. Acquisition of Personal Property and Services

a

Board-approval. Purchases of equipment, data processing software and equipment,

and all contracts for consulting or professional services either in total or through time
purchase or other financing agreements, between twenty-five two hundred fifty
thousand dollars ($25;000-250,000) and onre five hundred fifty thousand dollars
($150,000 500,000) require prior approva by the executive director. The executive
director must be expressy advised when the recommended bid is other than the
lowest qualified bid. Purchases exceeding ene five hundred fifty thousand dollars
($150.000 500,000) require prior Board approval.

Administrative systems. Acquisition or development of new administrative software

or systems that materially affect the administrative operations of the institution by
adding new services must be reviewed with the executive director before beginning
development. When feasible, such development will be undertaken as a joint
endeavor by the four institutions and with overal coordination by the Office of the
State Board of Education.

4. Hold of Personal Property

a__Inventory

An inventory of all items of chattel property valued at two hundredfifty thousand
dollars ($256 2,000) or_limits established by Department of Administration
whichever is lower, mere owned or leased by any agency or institution must be
maintained in cooperation with the Department of Administration as required by
Section 67-5746, |daho Code.

I nsurance

Each agency and institution must ensure that all insurable real and personal property
under its control is insured against physical loss or damage and that its employees are
included under any outstanding policy of public liability insurance maintained by the
dgate of Idaho. All insurance must be acquired through the State Department of
Administration or any successor entity.
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SECTION:

V. FINANCIAL AFFAIRS

c. VehicleUse

Vehicles owned or leased by an agency or ingtitution must be used solely for agency
or_ingtitutional purposes. Employees may not, with certain exceptions, keep
institutional vehicles at their personal residences. Exceptions to this policy include the
chief executive officers of the institutions and other employees who have received
specific written approval from the chief executive officer of the institution or agency.

5. Disposal of Real Property

a

Temporary permits

Permits to make a temporary and limited use of real property under the control of an
agency or institution may be issued by the agency or institution without prior Board
approval.

Board approval of other transfers

(1) Leases to use real property under the control of an agency or institution require
prior Board approval-if the term of the lease exceeds five (5) vears or if the lease

revenue exceeds two hundred fifty thousand dollars ($250,000).

(2) Easements to make a permanent use of real property under the control of an

agency or institution require prior Board approval—unless easements are to public
entities for utilities.

(3) The transfer by an agency or institution of any other interest in real property
requires prior Board approval.

v. 6
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SECTION:

V. FINANCIAL AFFAIRS

6. Disposal of Personal Property

Sale, surplus disposal, trade-in, or exchange of property with a value greater than fifteen

two hundred fifty thousand dollars ($15;660250,000) requires prior Board approval.

a

First Refusa

When the property has a value greater than five thousand dollars ($5,000), the agency
or ingtitution must first make a good faith effort to give other agencies and ingtitutions
under Board governance the opportunity of first refusal to the property before it turns
the property over to the Department of Administration or otherwise disposes of the

property.

Sale of Services

The sale of any serV|ces or rlqhts (broadcast or other) of any agency or institution net
» hapter requires prior approval of
the Board when it is reasonably expected that the proceeds of such action may exceed
fitteen two hundred fifty thousand dollars ($15:006250,000). Any sdle of such
services or rights must be conducted via an open bidding process or other means that
maximizes the returns in revenues, assets, or benefits to the agency or ingtitution.

Inter-agency Transfer

Transfer of property from one Board agency or ingtitution to another agency or
institution under Board governance may be made without participation by the State
Board of Examiners or the Department of Administration, but such transfers of
property with avalue greater than fifteen two hundred fifty thousand dollars ($15,000
250,000) require prior Board approval.

+—Emergency
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GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

7. _Litigation - the chief executive officer may negotiate settlement regarding litigation
matters, or any claims made that may result in litigation, for up to $25.000. All such

settlements must be reported to the Board in executive session.
8. Intellectual property - the chief executive officer may license intellectual property

rights of their respective institutions and agencies up to (to be developed as the
intellectual property palicy is finalized).
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GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

Review November 2000 |
Published February 2000

K. Construction Projects

1. Haitial Major Project Approvals - Proposed Plans

Without regard to the source of funding, prepesals-by before any agency or institution
under the governance of the Board begin formal planning to make capital improvements,
gither in the form of renovatlon or addltlon to or demolition of existi nq facilities, when

new-taenmee, when the cost of the project is estl mated to exceed one five hundred
thousand dollars ($5LOOQOO 500 000), must flrst be submltted to the Board for |ts review

and approval

undertekee AII projects |dent|f|ed on the Qendes’ or mstltutlons Six-year cggltal plan
must receive Board approval.

2. Project Approvals

Without regard to the source of funding, proposals by any agency or institution under the
governance of the Board to make capital improvements, either in the form of renovation
or addition to or demolition of existing facilities, when the cost of the project is estimated
to be between two hundred fifty thousand dollars ($250,000) and five hundred thousand

dollars 00,000), must first be submitted to the executive director for review and

approval. Without regard to the source of funding, proposals by any agency or institution
under the governance of the Board to make capital improvements, either in the form of
renovation or addition to or _demolition of existing facilities or construction of new

facilities, when the cost of the project is estimated to exceed five hundred thousand
dollars ($500,000), must first be submitted to the Board for its review and approval.

Project cost must be detailed by major category (construction cost, architecture fees,

contingency funds, and other). Budgets for maintenance, repair, and upk of existin
v. 9
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GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

facilities must be submitted for Board review and approval as a part of the annual

Qeratlng budget of the gencv or_institution. w

oS ! sals: Pr0|ect revisions that
substantlallx alter the use of the project causing Gchanges in project costs between two
hundred fifty thousand doIIars ($250 OOO) and ene f|ve hundred thousand doIIars

(—Whlehever—ks—mete)—must flrst be submltted to the executlve di rector for review and

approval. Changes in project costs of more than ene_five hundred thousand dollars
($10606,000 500,000) orfivepercent{5%) of project cost fwhicheverismore) must first be
submitted to the Board for its review and approval._ Requests must be supported by a
revised detailed project budget and justification for changes.




|daho State Board of Education

GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

5. Project Acceptance

Projects under the supervision of the Department of Administration are accepted by the
Department on behalf of the Board and the state of 1daho. Projects under the supervision
of an agency or institution are accepted by the agency or institution and the project
architect. Projects under the supervision of the University of Idaho are accepted by the
University on behalf of the Board of Regents.

6. Statute and Code Compliance

a._All projects must be in compliance with Section 504 of the Rehabilitation Act of 1973
and must provide access to al persons. All projects must be in compliance with
applicable state and local building and life-safety codes and applicable local |and-use
regulations as provided in chapter 41, title 39, and Section 67-6528, Idaho Code.

b. In designing and implementing construction projects, due consideration must be
given to energy conservation and long-term maintenance and operation savings
versus short-term capital costs.
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GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

7. SelectionOf Architects, Engineers, or Construction M anagers

a.__When aproject is under the primary supervision of the Board of Regents or the Board
and its agencies or institutions, a_separate budget line eentracts for architects,
engineers, or construction managers and engineering services are-subjectto-prior
executive-directorreview-must be identified for the project cost.
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GOVERNING POLICIES AND PROCEDURES
SECTION:  V.FINANCIAL AFFAIRS

Published February 2000
N. Grantsand Contracts

1. Approval Of Grant And Contract Applications

All applications for grants and contracts that require the institution or agency to dedicate
current funds or facilities or will obligate the institution or agercy or state to dedicate
future funding or significant facilities require approval by the executive director. Cost
sharing or other types of inkind matching requirements are not considered as dedicated
commitments. If there is no dedicated funding or facilities obligation, the application
shall be approved by the chief executive officer of the agency or institution. When
requests for approval of such applications are presented to the executive director the
following information must be included:

a. Agency to which application is made.

b. Amount of the proposal.

c. Period of the grant or contract.

d. Purpose of the grant or contract.

e. Nature of obligations including amount of funds involved or facilities to be
committed.

2. Acceptance of Grants and Contracts

AHGrants and contracts accepted by the agency or institution must be reported to the
executive director as-soon—-aspossiblefollowingrecaipt quarterly by the agency or
institution of official notification_when the amount of the grant or contract award
exceeds $50,000. When grant or contract awards are presented to the executive director,

the following information must be provided:

a._Name of grantor or contractor.

b. Amount of the grant or contract.

c. Grant or contract period.
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SECTION:

V. FINANCIAL AFFAIRS

d.

Purpose of the grant or contract.

e.

Indicate nature of agency’s or institution’s obligations in the form of dedicated

funding or dedication of significant facilities. If there is none, the following statement
should be included: “No future state obligation will be incurred with the acceptance
of this grant or contract.”

3. lndirect Ceost Facilities and Administrative Recovery Cost

a

The following inrdirest recovery cost rates will be used by agencies and institutions

under the governance of the Board for grant and contract services:

(1) For grants and contracts with the federal government, the indirect recovery cost
rates are those negotiated between the agency or institution and the federa
government. The indirect cost rate may vary from one class of contract services to
another, but agencies and institutions are encouraged to maximize indirect cost
reimbursement rates.

(2) For grants and contracts with other state of Idaho departments, the Hadirect
recovery cost rate is twenty percent (20%) of the total direct cost.

(3) For grants and contracts with ldaho municipal, county, heath district, joint
planning, and other public non-profit agencies, the Hadirect recovery cost rate is
not |less than twenty percent (20%) of total direct cost.

(4) For grants and contracts with private entities, whether profit or non-profit, Hadirect
recovery costs are charged at either the negotiated federa indirect cost rate for
research projects or twenty-five percent (25%) of total direct costs, whichever rate
will generate the greater amount of revenue for the institution or the agency.

Reduction or Waiver of hadirect Recovery Costs

(1) For good cause, the chief executive officer or designee of the agency or institution

is authorlzed to reduce or Wal ve md#eet recoverg costswher&mdweet—eests#em
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SECTION:

V. FINANCIAL AFFAIRS

(2) Where indirect recovery costs are anticipated to total more than ten thousand

dollars ($10,000) over the life of the contract, reduction, or waiver of indirect
costs must be reported to the executive director.

4. Restrictions on Contract Services

a

Prior to the consideration of any contract for services that is required to be submitted

to the Board for approval, al agencies or ingtitutions shall include in the agenda an
opinion from legal counsel stating the proposed institution contract obligation is
consistent with applicable rules and policies of the State Board of Education. The
opinion statement shall include the name, address, and phone number of lega
counsel. Contracts presented to the Board for consideration which do not contain this
information shall be determined disapproved. Grants and those educational
agreements designed for articulation or affiliation shall not be construed to be within
the jurisdiction of this subsection unless a fiscal liability is created for the Board, its
agencies or ingtitutions.

Research or consultant entities of agencies and institutions under the governance of

the Board may not bid on contract services when it appears that the contract services
are reasonably available from the private sector.

If the product of contract work is to be privileged or its dissemination restricted, the

agency or institution may not undertake the contract work without the written
approval of the chief executive officer of the agency or institution. The chief
executive officer must report all such approvals to the Board at its next scheduled

meeting.
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