From: Sayre, Patrice [BOARD]

To: 'Bonnie Campbell' <campbell.law@mchsi.com>; 'Craig Lang' <craiglangbor@ifbf.org>; 'Craig Lang'
<clang@ifbf.org>; 'David Miles' <miles.david.w@gmail.com>; 'Greta Johnson'
<gretaajohnson@gmail.com>; 'Jack Evans' <jackevans@hallperrine.org>; 'Michael Gartner'
<mgartner@iowacubs.com>; 'Robert Downer' <bobd@meardonlaw.com>; 'Rose Vasquez'
<Rav118@mchsi.com>; 'Ruth Harkin' <ruth.harkin@cox.net>

Cc: Donley, Robert [BOARD]

Sent: Mon Dec 07 12:47:13 2009

Subject: Regents Support of and Participation in lowa State Government Performance Review

On behalf of Executive Director Donley, | am sending information on the State performance
review conducted by Public Works.

On August 17, Governor Culver announced the hiring of a consulting firm, Public Works LLC, to
“develop certain best practices and other efficiencies for state government.”

Regent Board Office and institutional staff have worked cooperatively to provide material and
input to the consultants. We have already successfully consolidated and found efficiencies, but
with the budget outlook so dire, outside consultants can provide a new perspective.

The timetable for this review was very short and meetings with institutional staff were at a very
high level.

Public Works shared with the Regent institutions a list of 19 recommendations and solicited
input “concerning the appropriateness and relevance of these recommendations; their
potential impact/effect on the Regents and its institutions...; and the projected cost savings.”
The final response of the Regent institutions is a 99-page document that will be posted to the
Regents website tomorrow. In the meantime, the Executive Summary and the cover letter to
Public Works are provided for your information.

<<PW Cover Letter & Exec Summary.pdf>>

Please don’t hesitate to contact me if you have questions.

Patrice /. Sayre

Chief Business Officer

Board of Regents, State of lowa
11260 Aurora Ave.

Urbandale, IA 50322

(515) 281-6421 - Phone

(515) 281-6420 - Fax
psayre@iastate.edu
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Southwest lowa Regents Resource Cenler
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Rovert Donley, Execulive Director

David H. Pingree

Public Works LLC

1680 East Strasburg Road
West Chester, PA 19380

Dear David:

The Board of Regents appreciates the opportunity to work with the Governor and the legislature
in the recent cost-saving analysis, undertaken in cooperation with you and your staff, to identify
additional operational efficiencies at lowa's public universities and special schools. The Beard
Office and the Regent institutions have been fully engaged in this process, and we commend
the efforts of Public Works. As evidenced by the actions of the Board of Regents in the past
year, we share the goal of economizing, yet protecting and maintaining State resourcss, during
these challenging financia! times. We look forward fo our confinued collaboration with your firm
" to ensure the success of this effort,

We believe we have made considerable progress in this efficiency review. As indicated in the
alttached Board Office response, we agree with the majority of the recommendations identified
by the Public Works performance review. This initial report was prepared with a short timetable,
and a humber of areas remain where data gathering and information sharing must continue 1o
ensure we collectively achieve optimum cost savings; the staffs of lowa's public universities
have pledged to share their time and expertise to that end. [n addition, to comply with the
accelerated fimetable given .fo the Board Office, please understand that the members aof the
Board of Regents have not had an opportunity to review the Board Office response. We
anticipate presenting this far Board discussion at a future meeting.

| assure you that the Board of Regenis and lowa’s public universities and special schools are
committed to the goal of carefully balancing State resources while being of service to all lowans.

Sincerely,

=

Robert Donley
Execulive Director

hicommunication/PW cover letter 120409
Altachment

11260 Aurora Avenue * Urbandale, lowa 50322-7905 « Phone 515-281-3934 » Fax 515-281-6420
www.regents.jiowa.gov ’
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EXECUTIVE SUMMARY

In this unprecedented time of financial pressures facing our state and the nation, lowa's public
universities and special schools have responded proactively and effectively to the changing
economic needs of our state. As the State faces the budget challenges that lie ahead, everyone
at the Regent institutions remain resolutely committed to continued access for lowa studenis to
an outstanding higher education and protecting the exceptional quality of our educational
research and service activities.

The Board of Regents and the five institutions it governs are eager to cooperate with Governor
Culver and the General Assembly in exploring additional ways to reduce costs and improve
effectiveness in serving lowans. The Regent institutions have a wealth of experience in
efficiently delivering services, procuring supplies and managing facilities. The institutions have
for many years cooperated with other agencies/seciors of state government in sharing this
expertise and are committed to even more rcbust collaboration in the future.

Regent collaborative efforts with state government have yielded significant cost savings and
service improvement for these entities. For exampile:

-Regents led the effort to development the BOREAS system which resulted in large cost-
savings for internet access for the State of lowa and schools across the state.

-Regent institutions currently participate in at least 10 master contracts with the state’s
Department of Administrative Services for purchase of office supplies and other goods
and services,

-Purchasing staff from Regent institutions meet with state agency purchasing staff on a
quarterly basis to explore further joint purchasing opportunities.

Additional cost savings and efficiency opportunities for state agencies/sectors which the Regent
institutions could pursue:

-Regent institutions presently participate in master agreements with Express Freight,
Dell Computer, for recycled paper and purchases through Novation which could save
other seciors of state government 10% to 20% on those products and services.

-Regent institutions have direct access to electronic catalogs for the purchase of many
items; this system could save other sectors of state government 7% to 10% in the cost of
many items plus 5% to 7% in personnel savings.

-Regent institutions are actively pursuing moving email accounts to “cloud” based
systems and have already moved all ISU student email accounts. This will make
capacity available in the university current systems {o provide service to other state
agencies.



-increase use of “thin client” computing systems and server virtualization in state
agencies where appropriate.

-Regent institutions project additional consolidation of wireless services on the
campuses will save an additional 10% in the cost of this service.

-Regent IT professionals and those from state agencies are currently conducting a
comprehensive review of joint IT purchasing opportunities and expect to compleie the
report in January.

-Integraied university [T systems have streamlined operations for research
administration, student information, human resources, financials, purchasing, A/P, and
travel, resulting in reduced staff, reduced consumable expenses, and more productive
employees.

--Increased e-filing IT solutions through a variety of web and portal technologies.

—Increase collaborative purchasing between state agencies and the Regents where
appropriate.

-Participation in the "spend director system” (SciQuest), a purchasing technology that
provides access to electronic catalogs, search and price comparision, and electronic
bids.

BACKGROUND

The Board of Regents governs five high-quality institutions — the three state universities: ihe
State University of lowa, lowa State University, and the University of Northern lowa; and the two
special K-12 schools: the lowa School for the Deaf, and the lowa Brailie and Sight Saving
School.

By statute, the Board of Regents exercises broad policymaking, coordination, and oversight
responsibilities. The Board maintains a staff, under the direction of its Executive Director, to
provide administrative and professional support and fo work closely with institutional officials,
who are delegated significant authority by the Board for daily operations. Under Jowa Code
Chapter 262, the Board is to "have and exercise all the powers necessary and convenient for
the effective administration of its office and of the institutions under its control..."

The Board takes its role very seriously and strives fo be an exemplary model of governance and
stewardship, holding its institutions and itself to extremely high standards for the benefit of
students, staff and the citizens of lowa. The legislative and executive branches have long
supported the Board's governance structure because of the unique nature and missions of
these educational institutions.



A former consultant, MGT of America, recognized that uniqueness in its final report of October
2002:

“Unlike the typical state agency, the Regent universities are able to leverage the state
investment into a much larger pool of resources that benefit lowa citizens. Unlike more
typical state agencies, however, universities are required by their missions of teaching,
research, and service to carry out extremely broad and varied areas of operations
seldom found to the same scale within the operating mission of any other state agency.

Although some other state agencies also have such "feed, house, and protect”
responsibilities, none come close fo operating at the magnitude of the three
universities.

The typical state agency does not have to generate the magnitude of annual revenues
from non-state sources in a highly competitive market that the universities must attract
in order to survive.”

The Board of Regenis has repeatedly demonstrated its capacity to provide effective siate
oversight for the Regent institutions. Over the years, the Regents have been noted for their:
strong governance, leadership among state agencies in strategic planning and performance
measurement, improvements in open decision-making, extensive policies and procedures that
were developed in public wark sessions, and commitment {o public reporting. [n short, the
Regents have earned the confidence of other state officials for their ability to function as a
successful business while part of state government.

The Board of Regents takes seriously its responsibility to be good stewards of lowa’'s three state
universities and two special schools, having in place governance processes designed to allow it
to make major policy decisions and to monitor the institutions’ programs; the governance
processes are interrelated and driven by the Board's strategic plan. Regent institutions
continually review and reallocate funds as a budgeting best practice to:

« Support strategic initiatives of the Board and institutions
» Meet enrollment increases and the demand for new courses and services
« Fund unavoidable or mandated cost increases
» Meet revenue targets
» Support other initiatives important to the core functions of the institutions
In fulfilling this responsibility, the Board has initiated a number of efforts over the years aimed

at ensuring that the operations of the institutions continue to be effective and efficient.
(EXHIBIT A)



in this difficult budget period, financial pressures force every college and university to search for
ways to stretch resources without compromising the student experience and research
commitments. Financial concerns, more than academic programs, have dominated the
agendas of university and college governing boards for the past decade. As the staie dollars
shrink, the pressure rises for higher academic, research, and service performance. The
challenge is to find additional ways to economize without jeopardizing the future.

The Regent institutions have seen state support reduce nearly 25% since the beginning of
FY 2009; a loss of $163.5 million. The Board has required the institutions to be transparent in
how and where cuts would be made, asked institutions to show on a quarter-by-quarter basis
how permanent reductions would continue into future years after American Recovery and
Reinvestment Act funds expire, and invited students and staff to comment on the process;
Regent institutions solicited input from employees, and worked with all levels of institutional
organization to find areas to cut that would preserve educational excellence for students while
keeping universities accessible and affordable.

Higher Education Accountability

Policy makers and educators have struggled over decades in the field of educational
assessment and measurement, producing libraries of papers on education accountability.
There is no consensus; no approach that is credible to both internal and external stakeholders.
In lieu of that, the focus returns again and again to the business processes of educational
institutions; something that is more measurable. However, higher education finance is different
from the kind of financiai experience or information experienced in business enterprises.

Regent institutions are complex in organization and funding. Financial stewardship requires
reviews of all aspects of the institution. The Board of Regents budget is nearly $4 billion
enterprise-wide; State support is approximately 14% ($538 million) of the total. When looking
for efficiencies and cost-savings, the source of funding and the customer base must always be
taken into consideration. Auxiliary units serve students, patients, and external sponsors for
research — all on a competitive basis. [f the institutions do not provide the desired services,
these customers can easily go somewhere else. State of the art support services such as
Purchasing and IT must be provided, regardless of funding source.

The focus is not just balancing the budget, but efiiciently and effectively managing costs,
keeping charges reasonable, and protecting academic, research and service quality — a
strategic financial planning approach over an operational one.

Further, there are complex regulatory, confidentiality and privacy laws and regulations that
Regent institutions must adhere {o including:



¢ FERPA: The Family Educational Rights and Privacy Act

» GLBA: The Gramm-Leach—Bliley Act

o FISMA: The Federal Information Security Management Act of 2002
¢ HIPAA: The Health Insurance Portability and Accountability Act

» PCIDSS: Payment Card Industry Data Security Standards

¢ HEOA: Higher Education Opportunity Act

CALEA: Communications Assistance for Law Enforcement Act

Public Works

On August 17, 2009, Governor Culver enlisted a consulting firm, Public Works LLC, o develop
certain best practices and other efficiencies for state government and requested that all state
agencies provide effective support and full cooperation.

On August 26, 2009, Eric Schnurer of Public Works introduced the efficiency review to Regent
President Miles, Regent Campbell, Andy Baumert — Regent State Relations Officer, and Patrice
Sayre ~ Regent Chief Business Officer (CBO) outlining the process as a shared one that would
incorporate:

« meetings with top staff at Regent institutions
« focus groups
¢ electronic surveys

That meeting was followed up with one on September 9, 2009, with David Pingree, consultant
for Public Works and Regent representatives — Executive Director Donley, SUI Senior Vice
President & University Treasurer Doug True, 1SU Vice President of Business & Finance Warren
Madden, UNI Vice President of Administration & Finance Tom Schellhardf, Regent CBO Patrice
Sayre, and Regent Chief Academic Officer Diana Gonzalez.

Mr. Pingree also met in September with Presidents Sally Mason and Gregory Geoffroy.

On September 24, 2009 Regents staff provided suggestions for areas fo explore for
efficiencies/cost savings with Public Works via the Depariment of Management.

1. Explore savings potential if Workers Compensation claims handling is decentralized.

2. Review participation in ICN.



3. Consider Alternative Delivery Methods for qualifying capital projects for cost savings and
faster schedules.

4, Participate with the State in reviewing greater flexibility in managing the workforce
through outsourcing, reduction of hours and layoffs.

5. Create a State database for Conflict of Interest reporting for administrative efficiency.
6. Consider statutory changes for accumulating benefits such as Sick Leave.
7. Consider changes in State policies for public sale of equipment for disposal purposes.
8. Participate in collaborations in Information Technology by exploring:

a. Cloud computing -

b. Video conferencing —

¢. Electronic Communications ~

d. Expanding technology in Purchasing

After these initial meetings, Mr. Pingree requested and received materials and information on a
number of areas; a partial listing of requests included state institutional care, print shops, IT,
fleet operation, mailrooms, annual purchasing spend, audits, collaborative efforts and tuition.

On October 15, Mr. Pingree met with Executive Director Donley and CBO Sayre to outline the
areas on which the efficiency review was focusing:

« Capping enrcliment

» Increasing tuition and fees

+ Divesting non-core missions

¢ Cutting funding to lowa Public Radio

¢ Redirecting the role of Regent institutions in Economic Development
s Decreasing lobbying efforts

s Reducing capital expenditures

s Reviewing new academic programs



On November 11, Eric Schnurer and David Pingree met with Regent President Miles; Executive
Director Donley; Presidents Allen, Mason and Geoffroy; and Special School Superintendents
Prickett and Clancy. Public Works related their appreciation for the cooperation they had
received from the Regent institutions in their review, but did not discuss recommendations.

Public Works provided a list of draft recommendations to Executive Director Donley on
November 13 soliciting “input conceming the appropriateness and relevance of these
recommendations”. To respond as fully as possible, Regent and institutional siaff requested
more information on many of the 19 recommendations. Mindful of Public Works timeframe, staff
proceeded {o provide a draft response without that clarification.

In a letter io Executive Director Donley dated November 27, 2009, Mr. Pingree stated that,
“Public Works readily acknowledges that the Regents and its institutions have aggressively
pursued and implemented cost-efficient policies, processes and practices in the past five years,
the result being millions of dollars in costs saved or avoided. We particuiarly note and
commend the Regents for actions in the areas of cooperative and collaborative purchasing;
consolidation of print shops, mailrooms and warehouses; and early retirement incentives.”

The letter continues that Public Works’ staff is of the opinion that “millions of dollars of cost
savings remain to be captured by the Regents in other areas such as IT, consolidation of e-mail
systems and wireless carriers, and improved fleet and property management. Additional cost
savings also are still attainable in purchasing via master state contracts. Finally, there's the
potential to generate revenue through the sale of Regents-owned assets, primarily under-
utilized or surplus land and buildings.”

The Regent institutions have carefully and respectfully reviewed the Public Works’ opinions and
believe there are areas where support and participation can occur. Qur institutions have saved
milliens of dollars as noted by Public Works because we are open to new ideas and innovations
and have implemented many of these suggestions over the past decade.

Regents Support of and Participation in lowa State Government Performance Review

The Board of Regents is fully supportive of the Governor's efforts to identify cost
savings for the state. All five Regent institutions have a long history of increased efficiency
and internal reallocation of resources to ensure the success of the Board of Regents’ core
mission of benefitting lowans through education, research, and service.

We are eager to discuss any ideas that would resuit in measurable efficiencies and cost savings
for the universities and state government. The budget situation has never been more austere
on the campuses, and we are all looking for ways to invest resources as wisely as we can. We
also have significant experience in bringing together diverse constituents; various colleges and
administrative units, individual researchers and faculty, staff and siudents, and other
stakeholders to develop successful collaborations. We are very willing to share our experience
with others in state government.



This document addresses the recommendations proposed by Public Works. As a
number of those concern IT services and functions, an overall discussion of higher
education IT is included, with responses to recommendations following.

IT - Introduction

The Regent Universities endorse efforts to identify cost savings for the state in the delivery of IT
services and functions. The Information Technology organizations at all three universities strive
to provide the existing and new IT services the respective campuses need, while operating
under severe fiscal restraints. Each has been able to optimize IT services, processes, and
business models to match the aggressive and diverse IT needs driven by the research and

education missions of higher education, and do so in ways that maximize the impact of the
investments made.

Regent institutions 1T staff have significant experience in bringing together diverse constifuents;
various colleges and administrative units, individual researchers and faculty, staff and students,
and other stakeholders, to develop cost effective IT services and delivery models that efficiently
provide high satisfaction and enable the goals of the institutions to be met. 1n sharing our
experience in this area with others in state government, we might assist their efforts.

We are currently working with state agencies through the State IT Collaborative Purchasing
Task Force started in June. The Committee has been reviewing IT spending across all state
agencies and Regent universities to look for vendors or products where consolidated
purchasing efforts would reduce cosis. A report on the results of this task force is due in
January to the Inter-Agency Purchasing Group {partners include DAS, ICN, DOT and Regents),
and should be an excellent indication of the savings potential from future collaborative efforts.

The initial list of recommendations from Public Works concerning [T looks very familiar to the
universities. We have successfully implemented most of the ideas on each of our campuses,
and the result has been generally positive. Based on what we know about state government IT,
many of the recommendations wouid be improvements within the scope of bringing together the
various agencies’ IT efforts where it makes sense and where it shows overall savings or
improved services. The universities have been faced with similar challenges in past years with
very distributed IT efforts across the campuses. We have been successful over the last 10
years in developing true campus-wide IT systems and processes with the colieges and
administrative units to increase efficient delivery of services, and as importantly, allow the
collegiate IT to focus on those unique aspects of T for their subset of users. Many of the same
strategies may be applicable to the State.

Having implemented many of the recommended changes on our campuses, we believe that we
could help improve the discussion and potential savings for the State based on these
experiences. To help facilitate the process going forward, the information in this document is
provided to help achieve a common understanding of the opportunities for reducing costs.
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In acknowledgment of the relative sizes, experience and expertise of the IT organizations at the
universities and the State of lowa, and the differences in missions and resuiting business
operations, all significant IT decisions must be made jointly, using data driven analysis to
identify opportunities for real cost reductions. While the universities are much more like each
other than we are like state government, each IT organization brings unique requirements,
experiences and expertise to the table. Coming together jointly will greatly increase the
possibility to find cost savings or service enhancement cpportunities.

We have had good success in collaborating between state government IT and university
IT in other areas in the past, and would like to continue to pursue similar efforts. Sharing
experiences in this area may open new opportunities for future collaborations and substantial
progress.

An example of a big success is BOREAS-Net. lowa State University, the University of lowa, the
University of Minnesota, and the University of Wisconsin-Madison, collaborated to develop a
very high speed regional optical network that provides connections between the universities and
ties into the national commercial, and research and education backbone network like Internet2.
By working together, the universities were able to keep the cosis of the network as low as
possible, and the network itself enables many other cost-saving acliviies. The slate
government IT is able to take advantage of this network through the universities, and was able
to contribute some fiber optic infrastructure to the project.

The resuli is a collaborative Internet Sharing Agreement among the universities and the lowa
Communications Network (ICN) thai uses BOREAS to access low cost commodity Infernet in
Chicago and Kansas City and provide it to all ICN customers in the state. After deployment of
BOREAS, the University of lowa and lowa State University saw a 10x reduction in the price of
commodity Internet bandwidth. The ICN also realized these lower costs due fo BOREAS, and
in turn was able to lower their rates thereby making plentiful Internet bandwidth available to
lowa’s schools and government agencies.

Generally, IT consolidation may provide an opportunity for cost savings when the consolidation
occurs between operations that use the same business processes, operate under common
business rules, and have the same business cycles. When the underlying nature of the
business is different, the complexity of the resulting consolidation outweighs any gains in
efficiency.

We agree there are well-publicized examples in state government of cost savings through 1T
consoclidation, however, we caution that there are also a number of examples where the
projected cost savings were not realized. Examples where universities and state government
have successfully consolidated to lower IT costs significantly are not common. A key element in
understanding the likelihood of success in consalidating IT among the state agencies and
Regent universities is to understand the similarities or differences between the business
operations of each organization. There are some fundamental differences.
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1. The core activities of higher education and state government are different in significant
ways. The core missions of the universities are teaching, research, and service. State
government has limited need to support cutting-edge research or provide engaging
educational experiences for tens of thousands of graduate and undergraduate students,
yel those are the most important tasks for universities. Supporting these activities
requires unique business processes, rules, and cycles, and these differences are
reflected in the optimal IT approaches used by the universities. In order fo be
successful, the universities must architect, develop, integrate, and operate their systems
in ways that are tailored to and focused on their core missions.

2. Higher education often receives unigue arrangements or greater acquisition discounts
than the staie government, and most vendors maintain completely different sales and
support channels to manage these relationships. Many vendors see value in exposing
students io software or equipment during their college career in the hopes that those
students will develop a preference that they'll carry with them to the workplace and the
home. Other vendors provide discounts because they understand the societal value of
education. Regardless of the reason, nearly all IT vendors offer educational discounts
that are greater than government discounts.

3. Higher education IT efforts have a long and successful history of collaborating on
commeon challenges to achieve efficiencies. From networks o large-scale, open-source
software development to influencing national policy, higher-education institutions work
within their communities to provide needed services at lower costs. The collaborations
are successful in saving the universities millions of dollars because these crganizations
are similar in their overall operations and IT requirements.

These fundamental differences hinder the ability to reduce costs through wholesale
consolidation of state and higher-education IT operations. Additionally, increasing volume or
scale does not always reduce the cost per unit; diversifying the requirements may increase the
complexity and negate desired savings and possibly even increase costs. The Regent
universities are willing to actively explore and discuss costs savings opportunities among the
state agencies or between state agencies and Regents universities where costs savings can be
shown based on data driven analysis.

Specific comments on the Public Works’ letter to the Board of Regents

PUBLIC WORKS - Creation of a cabinet-level IT agency, accompanied by the
consolidation of IT planning and operations

We agree with Public Works. The creation of a cabinet-level IT agency may help
consolidation efforts among the IT providers within state agencies. The existing budgetary
climate wili require all IT providers {o explore any opportunities ic reduce expenses, and the
Regent universities will continue to collaborate with the state on these efforts. However, these
opportunities must make sense from many perspectives. Moving Regenf IT planning and
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operations out of the Regent universities and into a state agency wouid diminish the ability of
the universities to strategically apply their resources, and would hamper the ability of university
IT providers fo respond to the [T requirements of their institutions.

To bhe effective, any IT changes among state agencies and Regents universities must take into
account the fundamentally different missions, goals, day-to-day operations, and business
processes of a university as compared to state government, and the direct correlation to the
planning, deployment, and operation of Information Technology.

IT deployment at universities is strategically focused on enabling cutting-edge research and
enhancing teaching and learning to promote student success. University business processes
must account for the diversity present in the many different operations that are supported on a
campus, and the unique business cycles associated with the academic calendar, the
recruitment and enroliment of students, and adherence to the demands of sponsored research
grantors.

Some university |IT organizations are within bonded enterprises, and consaolidation of IT at the
state level puts compliance with bond covenants in question. Additionally, there are federal
funding and granting agency rules that govern how funds may be spent, including IT funds.
Since the Regeni universities obtain over three quarters of a biliion dollars annually in
sponsored research, it is important that these rules be followed in an efficient manner. The
Regents universities use this research funding and a complex array of other funding sources to
support IT on their campuses. As a result, the funding sources for [T at the universities
approximates the overall institutional funding sources. That is, state appropriations are an
important component of a complex funding stream that has many constraints and no particular
source constitutes the majority of funding.

Students, who make up the majority of IT users on all campuses, are very savvy technology
users with high demands, and they are paying for these services with their tuition and fees. As
the innovators of tomorrow, students demand — and deserve — leading-edge services, and they
expect it from the faculty and the other university sysiems.

Faculty have greatly varying IT needs and uses. Many researchers and highly innovative
instructors require and effectively use leading-edge technologies, equipment, and IT support.
Others may be less experienced technology users trying to meet the demands of their students
and stay competitive with peers.

Additionally, a university is an open environment: students and faculty bring fo campus the
technologies they feel they need to effectively complete their individual missions. In some ways
this forces technology decisions onto the campus. Failure to support technologies used by
many campus users, or to help guide the campus choices of the new technologies through
support, results in more security risk to the university, more inefficiency, and higher cosis
overall. It also does not stop the new technologies from being used on campus — it merely limits
collaborative input, since IT providers are removed from the processes.
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The universities have also leveraged IT very effectively to gain efficiencies. This is most
outwardly visible in the advanced administrative IT systems developed that meet the unique
business processes and cycles of a university. These integrated systems have streamlined
operations for research administration, student information, human resources, financials,
purchasing, A/P, and travel, resulting in reduced staff, reduced consumable expenses, and
more productive employees. However, the value and importance of efficiency are also apparent
in the collaborative culture developed between campus IT providers (EXHIBIT B).

Below are some representative examples of the unique aspects of supporting a university:

Research Focused IT

Deployment and management of large-scale high-performance computing clusters and
supercomputers, and the required data center space to house them.

Parinering with other universities to create regional networks that connect to out-of-state
peers, national networks such as Internet2 and major research centers.

Support of a wide variety of cutting-edge data acquisition and analysis systems used in
many different areas of research and scholarship, i.e., DNA sequencers, magnetic
resonance imaging equipment, mass spectrometers, remote {elescopes, eic.

Management, compliance, and required reporting on more than $750,000,000 in
sponsored research funding annually, and the processing and approval of funding
applications for many times this amount.

Teaching and Learning Focused IT

Ubiguitous deployment of course management systems for all courses
Electronic portfolio systems to assist our students in their education and job searches
Student response systems (clickers), to enhance the interactive classroom experience

Online course delivery systems that allow us to provide educational opportunities to
those who might not otherwise be able to come to campus during normal class times

Lecture capture and podcasting systems that are used to allow access and review of the
classroom experience to facilitate student success

Social networking applications that are used in a variety of collaboration experiences for
students and facuity

Support of digital media for use in preparation and delivery of courses

In-room support of technology used in the classroom
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University Business Processes

¢ Business cycles that are tied to the academic session, student financial aid, housing,
and admissions schedules

s« The universities face a wide range of regulatory and compliance issues. These were
detailed in the section, “Higher Education Accountability” and deal with privacy, federal
and other legal and regulatory matters.

» The higher education IT community is very unique in that there is an extensive amount
of collaboration between peer institutions

o Kuali, an open source software effort being developed to meet university
requirements for financial systems, research administration, student information
systems, and human resources, is projected to save ISU at least $40M in
administrative systems software costs over the next 20 years

o The universities are part of several very active higher education-based IT groups,
including: Internet2, Northern Tier Network, National Lambda Rail, Committee on

Institutional Cooperation {(CIC), Net@EDU, Common Solutions Group, RUCC,
and REN-ISAC

PUBLIC WORKS - Consolidation of all state e-mail systems

We agree with Public Works. The Regents universities have, over the years, been proactive
in efforts to eliminate duplicative e-mail services where significant cost savings can be achieved.
Consolidation on the three campuses has led to highly efficieni e-mail services serving nearly
100,000 constituents. However, because the communication and collaboration needs of the
campus community are rapidly moving beyond the business-oriented e-mail and calendaring
services typically found in large organizations, our current objective is to migrate to the free or
low-cost, state-of-the-art services of “cloud” IT providers like Google, Microsoft, and others.
Since all three universities already have or are in the process of moving towards a free student
e-mail service, we would seek a provider that would continue to offer the current service free
service. Moving faculty and staff e-mail to a free service is still under analysis to ensure
compliance with all applicable laws and reguiations. [f a free e-mail service is not appropriate
for faculty and staff and the universities were to move facullty and staff e-mail to another
provider, the universities could potentially reduce some costs. The three universities’ direct
costs to provide e-mail for faculty and staff is $593,000 annually. Because e-mail is staffed with
fractional FTEs who primarily support other critical services (not necessarily funded by General
Funds) and would remain on staff even if e-mail were outsourced, the actual savings is
approximately $142,000 annually. Savings through consolidation at the state level would only
be possible if the increased costs of a new e-mail provider were less than this amount.

With the migration of student e-mail {o cloud services, the universities will have capacity
available on their current e-mail systems to provide services to state agencies. We would be

willing to meet with State IT representatives to explore costs, technical considerations and
specific migration opportunities.
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PUBLIC WORKS - Consolidation of wireless equipment carriers

We agree with Public Works. The Regents agree that additional savings may be achieved
from further consolidation of the remaining wireless contracts across our universities.
We estimate the savings from further consolidation to be as much as 10%. The current pricing
for these services already includes 15-20% average discounts from the major carriers, and ISU
has recently completed a consolidation and competitively bid contract for their campus. We
also expect the totali cost to decrease as more staff move to service allowances
(reimbursements for personally-owned devices used for business purposes} in lieu of Regent
university- provided wireless devices. In FY09, the Regent universities collectively spent about
one million dollars with wireless carriers. We anticipate that further consolidation may save an
additional one hundred thousand dollars.

It is highly unlikely that a single carrier can provide the required coverage, features, and
services and still provide the lowest overall costs. Considering the spotty cellular coverage in
lowa, we would expect there would need to be an exception process, or alternate carriers. it is
also importani for IT support staff to use the same devices that our faculty and staff use in their
personal lives, as these devices show up on campus and require support.

PUBLIC WORKS - Increased use of “thin-client” technology

We agree with Public Works and support increased use of thin-client technology. Thin-
_ client technology is a useful approach in some environments. All of the universities currentiy
deploy some form of thin-client technology and will continue to deploy it where it is appropriate.
IT professionals at the Regents universities are available to demonstrate or consult with state
agencies on what they have learned io help increase utilization.

Server virtualization is a closely related technology that all three universities are aggressively
deploying. Virtualizing a traditional server can save hundreds to thousands of dollars in initial
costs and several hundred dollars a year in operational costs. These virtualization efforts
typically result in a 30 to 1 ratio of virtual to physical servers. We have single server clusters
that provide file or print services for thousands of users. By migrating very efficient traditional
server operational practices, typically a single server administrator can manage as many as 200
servers. By combining these operational practices with virtual server technologies, the Regent
universities can provide very cost effective server environments. Locating these services on
campus allows us to avoid the high costs of off-campus data network connectivity and reduce
the risk of service interruptions, while still gaining the efficiencies and cost savings associated
with these “cloud” services.

PUBLIC WORKS - Adoption of a statewide professional services contract for iT services

We agree with Public works. If we are able to obtain the specialized services necessary, this
concept would work well. Our only concern is that Regent universities don'’t typically retain IT
professionals through ongoing “contract labor” or “contract programmer” agreements. There are

times when the Regent universities primarily contract for professional services for specialized
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short-term needs, often related o implementation of specific vended systems. For example, we
have professional services confracts in place for developing enhancements to the EPIC
electronic medical record systems at UIHC and designing the construction of high-performance
scientific computing infrastructure. In the past, Regent IT and Purchasing staff have developed
professional services contracts for student information systems, and fiber optic network design;
these are short-term project based engagements. No single T professional services firm can
provide the breadth of specialized services needed. Morgover, our experience is that these
firms don't always have the capacity to meet our needs. The ability to select the lowest cost
vendor that can successfully complete the work is a necessity in order for the Regents to meet
the IT needs of their respective campuses.

PUBLIC WORKS - Adoption of a statewide IT and office equipment maintenance contract

We agree with Public Works. Higher education often receives a greater discount on
maintenance contracts, however if the case could be made that the Regenis and the state could
benefit from this, further exploration and consideration should be explored. Given the size of
the Regents enterprise, if a change is made to consolidate contracts, the increased Regents
costs will likely exceed the reduction in state maintenance contract costs and thus end up
costing more overall.

Our challenge would be that the service levels will need to be flexible. The Regents have a
large amount of variability in their requirements. In some cases, such as health-care
applications, the requirements are very high. In other cases the requirements are much more
pedestrian. A “one size fits all” approach would either result in overspending by having all
contracts meet the highest level of service, or would not meet critical needs. The wide range of
activiies also results in a wide range of equipment types, brands, and models. Any
maintenance contract would have to cover this range of equipment. Given the wide range of
equipment and requirements, we have concerns abouf the ability fo reduce costs through a
single maintenance as compared to a best-of-breed approach.

PUBLIC WORKS - Increased e-filing IT solutions

We agree with Public Works. We are supportive of state initiatives to increase efforts in
using digital technology to improve service to the residents of lowa. Over the past 15
years, the Regent institutions have invested heavily in the electronic collection, processing, and
reporting of information with our constituents through a variety of web and portal technologies.
We have found the efforis to vastly improve our service to constituents and in some cases have
saved money.

PUBLIC WORKS - Improved fleet management practices, including fleet reduction and
policy changes governing mileage, take-home privileges and vehicle auction.

We agree with Public Works. Additional information provided by Public Works suggests the
following details of the above recommendations.
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¢ Operate vehicles at least 14,000 miles annually and accumulate 120,000 miles in a life
cycle prior to disposal

» Reduce total fleet size by 10-20%
e Centralize and standardize the use of statewide auctions for vehicle disposal

¢ Reduce or eliminaie vehicle take-home privileges

The Regent institutions agree that maintaining best practices in operating a fleet is very
important. We support the goal of optimizing services while achieving the lowest possible
average cost per mile as determined through a series of fact-based analyses.

Regent Fleet Operations

The Regent fleet operations continuously evaluate their policies and practices in an effort to
keep costs low, and guality and customer service high to meet a growing range of applications
and commitments. The rates charged to customers are not only competitive with our peers, but
also consistently provide significant savings when compared to private providers. In recent
years, the Regent institutions have made significant commitments to the Governor’s initiatives

on the use of alternative fuels and mileage reductions, while reducing carbon and other
combustion emissions.

We are open to considering any concepts and ideas that will help save dollars in a responsible
manner, especially if the recommendations can be tested and proven to improve service or
lower costs. We would have welcomed a discussion with Public Works. We are also willing to
share our expertise with state government.

Operating Vehicles 14,000 Miles Annually/120,000 Miles Before Disposal

In his letier dated November 27, 2009, David H. Pingree from Public Works specifically
suggests the Regents implement a standard requiring fleet vehicles be driven a minimum
average of 14,000 miles per year and not be sold until driven 120,000 miles. Public Works
indicates this change should reduce the fleet by 10% and save $595,000 in year one and an
additional $805,000 over the next four years. Unfortunately, this recommendation will not serve
to significantly reduce state expenditures in the Regents fleet.

As reported earlier to Public Works, none of the Regents’ fleet operations receive state/general
fund money or support. Because they receive no general fund money for the vehicles they
acquire, the only potential impact on the general fund would be spreading the depreciation over
more miles and a longer period of time. For example, at 1SU only 19% of the miles driven are
paid by departments using general fund dollars. The financial impact of the lower depreciation
costs combined with higher maintenance costs and lower resale values would produce a net
savings of 2.1 cents per mile or approximately $19,198 annually in general fund dollars, not
considering the additional risks and factors identified below. This percentage of general fund
dollars is even smaller at the University of lowa (SUI} where only 8.5% of the operating
revenues are from general fund sources.
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While retaining vehicles for more than 90,000 miles up to a minimum of 120,000 miles reduces
depreciation costs (approximately 4.6 cents per mile), it also adds the following potential
incremental repair costs: front and rear brakes, four tires, alternator, water pump, battery, and
starter. For a typical rental unit like a midsize car, these items total $1,681 in parts and labor
and add an additional 1.4 cents per mile to the operating cost spread over the 120,000 miles
usage. In addition, resale values typically are reduced by approximately $1,200-51,500, or 20-
25% of the typical resale value due to the increased mileage and age of the vehicle. The
reduction in disposal value totals on average 1.1 cents per mile, when distributed over the
longer period of 120,000 miles. At ISU for example, the net result is a savings of approximately
2.1 cents per mile or $19,198, not considering potential catastrophic failures.

The potential added repair costs shown above represent typical maintenance/repair items.
They do not include catastrophic failures such as transmissions and major engine repairs that
can occur the longer a vehicle is driven and the more miles it acquires. [t would not take many
of these failures to turn the minimal savings into added costs. Beyond the added
maintenance/repair costs and the loss of resale value, there is a safety factor. Our vehicles are
utilized by facuilty, staff, and students traveling during the daylight hours, at night and on
weekends. Refaining vehicles beyond 90,000 miles increases the potential for a breakdown.
Each breakdown potentially puts travelers at risk, causes a loss of staff or student productivity,
adds costs to return staff and students to the campus, and adds cost to sither repair vehicles at
remote sites or have them returned by transport to our facilities. The minimal savings produced
by this recommendation cannot be justified, when the added potential costs and risks are
considered.

Retaining vehicles for 120,000 miles is not a universal standard, and there does not appear to
be data to support this number. In its 2009 survey, the National Association of Fleet
Administrators received survey responses from 243 fleet managers from across the country,
including both governmental and private sector responses. The results are enlightening:
passenger vehicles are retained an average of 37 to 48 months; SUV's are retained for 37 to 48
months or 61 fo 72 months in approximately equal numbers; cargo vans are retained an
average of 49 to 60 months; and light-duty trucks are retained for 72 manths or 84,000 miles.
These resulis point out that the Regents are meeting or exceeding industry standards by
retaining vehicles 6 years or 90,000 miles. In fact, fleet managers, who are the experts, identify
retention by years of age in this survey, not miles of use.

Most national car rental agencies retain vehicles for only 1-2 years and dispose of them with
40,000 to 50,000 miles on the vehicle. They recognize an increase in breakdowns, added

maintenance costs, loss of customer satisfaction and a reduction in disposal value is detrimental
to their bottom line.

Not counting service vehicles, which only operate locally, UNI has 70 vehicles in its Motor Pool
fleet. They are split evenly between a daily rental pool and vehicles leased annually. The
average age of these vehicles is 3.6 years. Colleciively, the vehicles averaged nearly 16,700
miles per year over their life.
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ISU has a total of 656 vehicles. Of this total, 494 vehicles are managed by the University
Transportation Services. Of the 494 vehicles, 214 are a part of the daily rental fleet. This total
includes 142 passenger cars, minivans, 9-,12-, and 15-passenger vans. These vehicles are
rented by depariments or student organizations on an as-needed basis to conduct university
business. In FY09, the passenger cars in the daily rental fleet averaged 16,874 miles of use;
the 9-passenger vehicles averaged 16,764 miles of use; and 15 passenger vans averaged
15,686 miles of use. Only the minivans, which averaged 13,683 miles and 12 passenger vans
which averaged 12,396 miles were lower than the 14,000 mile standard Public Works suggests.

SUI currently has a total of 683 vehicles. Of this total, 553 are managed by Ul Fleet Services
with 49 in the daily rental fleet. In FY09, passenger vehicles accounted for 305 of the 553
vehicles and average miles driven in each of these passenger vehicle classes is as follows:

Compact Sedans 9,901
Midsized Sedans 21,951

Station Wagons 6,678

Minivans 14,358
Carry Alls 20,685
Maxi vans 15,123

The average miles driven per vehicle has risen over the past five vears in each class except
Station Wagons, a class that is steadily being phased out. Of the remaining vehicles, only
Compact Sedans average less than the 14,000 annual miles suggested by Pubic Works. In
FY 2002, Ul Fleet Services terminated the use of compact sedans in its rental fleet due o costs
and duplication. Today, all Compact Sedans are leased to departments. These vehicles still
have some cost advantages when used for specific functions. Most of them are used to
transport only a driver and materials. Regular uses include construction management,
fransporting labecratory specimens from clinic to laboratory and for individuals to drive to local
oufreach clinics supported by the UIHC. A number of Compact Sedans are being replaced with
hybrids, which are included in the Ul Midsize Sedan figures.

More important than the mileage standard is the percentage utilization of these vehicles and the
cost to rent these vehicles from an outside agency. Utilization rates are high at all ithree fleet
locations. The average for daily rental pool passenger vehicles exceeds 60% at UNI. The
average utilization of the daily fleet at ISU is 71%. SUV's utilization rates are even higher. High
utilization rates and lower costs are a direct benefit for our institutions. For example, at ISU if
customers went to an outside agency for a mid size car it would cost $40.00 a day plus fuel.
Our customers could rent the same vehicle from ISU motor pool for $26.60 for a daily rate which
includes fuel. If ISU had to rent a 7 passenger van from an outside source, it would cost $55.00
a day plus fuel. To rent a 7 passenger van from the daily 1SU pool, it would be $31.50 for a
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basic day rate that includes fuel. If you factor in the miles included in both rates, the average
distance and the average cost, by renting from 1SU’'s motor pool, its custcmers can save an
average of $71.48 per 7 passenger van rental. A mid size car rental through I1SU represents an
average savings of $20.78. Combined, the savings total nearly $100,000 annually.

The remaining vehicles in the |SU daily rental fleet include Ys-ton, %2-ton, %-ton, and 1-ton
pickups; ¥2- and %-ton cargo vans; and parcel delivery vans. The latter group of vehicles
represents those vehicles most often not driven to the 14,000-mile standard. However, they
also are the types of vehicles that are generally not readily available at a rental agency or not
available in sufficient numbers. There would be little way io meet university departmental and
operational needs if these vehicles were eliminated from the fleet.

Service Vehicles

The Regent institutions do not believe that service vehicles, which operate primarily on our
campuses, should be a part of this discussion. These specialty vehicles are used much
differently than passenger cars. They travel primarily on campus from job site to job site
carrying materials and tools. Often, the vehicle has a specific purpose (plowing snow, trimming
trees, replacing lamps in parking lots and on institutional roads, with hoists for field work) and is
specially equipped. Typically, these vehicles are replaced when mainienance costs begin to
escalate but prior to any major engine or fransmission work being required. These vehicles will
ofien be 8-12 years old, buf occasionally much older, when disposed of, and considered low
mileage (5,000-6,500 miles annually). These vehicles represent a significant percentage of
university fleets (25-30% at any given time).

Service vehicles in the Ul fleet include 77 large trucks and 160 pickup-trucks and cargo vans
used to provide various services to the campus. These trucks rarely ieave the metro area but
may spend all day operating in the lift mode or remain on site supporting an emergency repair.

I5Us Facilities Planning & Management has 82 vehicles in its fleef. Of this total, 80 vehicles
have not mei the 14,000-mile standard. This fleet includes service vehicles that operate locally
and heavy duty vehicles, some as old as 19 years of age. At a certain point, repair parts
become difficult to find, bodies begin to rust and vehicles must be replaced. The Regent
institutions cannot operate with either the 14,000 mile standard or the 120,000-mile standard
and perform the operational and service functions that need to be performed. Another 80
vehicles are owned and used by the Research Farms locaied across the staie or by
departmentis that have special uses for the vehicles.

In total, 280 vehicles at [SU are leased annually to departments that have a centinual daily need
for vehicles. While the passenger cars, 9- and 15- passenger vans in this group average more
than 14,000 miles of usage annually, thirty-eight percent of this group of vehicles is used almost
exclusively around the ISU campus area, and will likely never meet the 14,000-mile standard
Public Works suggests. Many of these vehicles are minivans used as service vehicles that
average only 7,175 miles per year, but are used daily for a 100% utilization rate. If we eliminate
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these vehicles, we would have no way to perform operational functions, other than renting from
rental agencies at a much higher cost. Elimination of these vehicles is projected to cost lowa
State University more than $1,300,000 annually in higher rental costs. In addition, local auto
rental agencies cannot provide many of the vehicles needed for our operations. For example,
local agencies do not provide patrol vehicles, Yz-ton pickups, 1-ton pickups, parcel delivery
vehicles or heavy duty trucks and specialty vehicles. In addition, many of the vehicle types they
carry are only available with advance notice or in limited numbers and are brought in from other
locations.

Reducing Fleet Size by 10%-20%

The Regent instifutions agree that right-sizing the fleet is essential. The requirement or
expectation of a 10%-20% reduction, however, is extreme based upon past history of
reductions. Fleet size has already been minimized by establishing rates, policies and practices
based on the full costs of ownership.

These efforts have had their most significant effect on the daily rental fleet at SUI, where today's
fleet is less than a third of what it was ten years ago while providing essentially the same
number of rental days and the same or similar mileages. Examples are shown below

Vehicle Class FY 99 FY 04 FY 09

‘ # Veh. # Veh. # Veh.
Compact Sedans 26 0 0
Midsized Sedans 59 32 19
Station Wagons 7 0 0
Minivans 18 9 10
Carry Alls 16 8 6
Maxi vans 38 17 11
Subtotal 164 63 48

One outcome of the much higher utilization rates for the Daily Rental fleet is a very high annual
mileage for each vehicle. On average in FY 09, midsize sedans in the SUI daily fleet added
37,374 miles each, per year to their cumulative mileage.

SUi also operates a large Van Pool program with 85 maxi and mini vans to fransport nearly 850
employees to and from work. These vans are not considered service vehicles but are part of
the Fleet Services fleet. The employees who ride these vans pay for approximately 70% of the
cost with the parking system paying the difference. There are no general funds involved. The
University benefits from this program by reducing the number of parking spaces that need to be
provided, thus significantly reducing parking construction and maintenance costs. Overall miles
traveled by commuters are reduced by more than 9.7 million annually, reducing annual carbon
output by 3,500 tons. Reducing the size of the van pool fleet would have a negative impact on
the University.
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Among the Regent institutions, in fotal nearly 75 percent of our vehicles are placed in annual
departmental leases and only 25 percent of the fieet is in our daily rental fleets. Annual leases
to university departments are based on long-term usage commitmenis made by these
departments to the fleet operation, which purchases and owns the vehicle. These annual
leases are an excellent low-cost option for departments who have a need for transportation on
an ongoing daily basis. Because we buy vehicles at a low cost, annual leases offer
considerable savings when compared to the cost of long-term leasing of vehicles through car
rental agencies or dealers. For example, a midsize vehicle can be rented from a private car
rental agency on a monthly basis for $923.78. Conversely, a midsize vehicle rented/leased
from 1SU’s fleet operation costs $699 per month (fuel, insurance and all costs included) for a

total savings of approximately $4,735 per year per vehicle, when the added cost of buying fuel
for a rental agency vehicle is considered.

The Regent institutions fleet operations have a long history of collaboration. For many years,
vehicles and fuel purchases have been based on collaborative bid processes conducted
annually in conjunction with the lowa Depariment of Administrative Services (DAS) and the lowa
Department of Transportation (DOT). All fleet operations use the same commercial fleet fuel
card programs in collaboration with the lowa Department of Transportation and the Department
of Administrative Services. In addition, IBSSS and ISD were set up as sub-accounts under ISU,
so they could also benefit from using a commercial fieet card. Each institution also has a flest
safety program that has been discussed and developed with collaborative principles.

A joint Regent fleet overflow rental contract was developed and implemented through a
competitive bid process, successfully lowering the cost of overflow vehicle rentals and allowing
fleet size o be minimized. [n addition, ISU and DOT have successfully addressed overflow
rental needs by renting from each other when possible and using the fleet overflow contract
when vehicles are not available from each other. The percentage of vehicles in the daily rental
fleet has been declining, as daily rental fleet numbers are minimized by the use of our joint
Regent overflow car rental agency contract and the use of other state agency (DOT)} vehicles to
supplement the Regent fleet. Having overflow options allows us to purchase the minimum
number of vehicles necessary to meet our institutions’ needs.

Standardized or Centralized Auctions for Resale

Public Works indicated thaf the Regent institutions would benefit from a consolidated vehicle
auction for all agencies. In our experience, that is not the case. Through our auction
experiences, we have learned it is important not to flood a market with a particular size vehicle
or the sales price per vehicle declines. Consolidating all state agency and Regent vehicles at
one auction site would do precisely that and result in lower returns. Often, there is not suifficient
market demand for cne vehicle type to expect a good return for all on the same sale day. For
example, selling 25 maxi-vans on one day in Ames lowa would be difficult.

In addition, there would be added costs. For example, at SUl there are often significant
transportation costs ranging from $80 to $150 per vehicle depending on mode of transport and
fuel costs to move vehicles to Des Moines or Ames. Both DOT and DAS sales have transaction
costs; DAS ranging from $55 to $80 per vehicle and the DOT charging a flat $100 each.
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Both of these sales also have long lead times, requiring vehicles to be pulled out of active
service up to eight weeks prior to date of sale to prepare the vehicles. In many cases, the
sponsors want the vehicles a full three weeks prior {o the sale. These delays are costly as the
fleet operation is still paying depreciation until the receipt of sale revenues. Bidder attendance
at the large sales may be diminished by weather, proximity to a large event {lowa State Football
game in Ames) or other conflicts. Sales on e-bay for example allow the Ul Fleet staff to keep a
vehicle in revenue service until one day prior to the sale, require little or no transportation costs,
little prep and are unaffected by local events.

The DAS and IDOT auctions are essential to the Regent institutions and still account for the
majority of our sales. However, the Regent fleet operations have found advantages to
improving returns through a mix of sale types including electronic markets with national
audiences, local sales or auctions of small numbers of vehicles and bidding on unusual of one-
of-a-kind vehicles.

Reduce or Eliminate Vehicle Take Home Privileges

It is already the policy of all Regent institutions to minimize the practice of taking a University
vehicle home. There are only two authorized cases at SUI. Both of these involve situations
where the employee is employed by the University of lowa in a city distant from the Ul Fleet
Services center of operations. There is no practical way to require these individuals to return
the car to lowa City each night. These are rare exceptions and are only made after a review. It
is possible to replace these vehicles with a fong term lease by a private provider but the cost is
significantly higher. lowa State University also has Extension personnel in locations across the
state. In rare instances, the employee may be authorized to take the vehicle home to prevent
any potential theft or damage that might occur, where the vehicle would otherwise be parked
overnight.

PUBLIC WORKS - Required purchasing from master contracts, except in unique
circumstances such as discounted pricing for educational institutions, as in the case of
the Dell laptop contract

The Regents Purchasing departments are very supportive of continued opportunities to
work with other state agencies to seek savings.

For years, the Regent institutions have been working internally with campus depariments to
combine like purchases, enabling Purchasing fo obtain best pricing through campus wide
contracts. In addition, the Regent institutions and state agencies have cooperated to create
joint master agreements. Purchasing’s mission has always been fo obtain quality goods and
services at the lowest reascnable cost for our customers. All three University Purchasing
departments have a history of strategic sourcing, continual process improvement, transitioning
from a paper- based transaction system to an electronic strategic procurement process,
leveraging masier agreements and best in class pricing. The result is a finely tuned
procurement process that has generated miilions of dollars in savings and continues to use best
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practices. They are leaders in the procurement field who are setting future goals that will
become best practices for other Purchasing departments. The Regents Purchasing
departments recently submitted a list of opportunities for improvements to the State’s
procurement process in hopes that our successes could help the State achieve additional
savings. We would be enthusiastic about sharing our expertise and experience with other State
agencies as they move toward .a more strategic model. (EXHIBIT C)

Higher educational institutions are unique in mission and serve a very different population than
the general departments of State government. Students, the major customer of the Regent
universities, can walk away and recsive services from another higher education provider if their
needs are not met; research sponsors will only provide funding if the universities can meet the
particular goal of the research. We support major research initiatives; play a key role in revenue
generating contracts; and partner within our institution to achieve a competitive edge in the
recruitment and retention of world-class students, faculty and staff. Procurement involvement is

a value added function as it works closely with the researcher or staff to provide effective
solutions.

The Board of Regents has delegated authority for contracts and agreemenis to the Regent
institutions as provided in the Regents Policy Manual and lowa Administrative Code §681-8 and
§681-13.8. This authority covering services, equipment, furnishings and supplies is further
delegated to the purchasing department. lowa State University has also been assigned the
responsibility to purchase for the lowa Braille and Sight Saving School and the lowa School for
the Deaf. The Board of Regents affims that the best interests of the State of lowa and the
Regent institutions are served through implementation of a fully competitive purchasing system
and have established policies and maintain oversight of all procurement functions.

The Regent institutions have annual procurement spend near $880 million, of which
approximately 7% is state funds. Of that amount, $252 million is already spent on joint master
contracts. The Regent institutions utilize joint confracts with the State agencies where
appropriate and possible for vehicles, office supplies, fuel, office copiers, recycled and rough
paper, scientific supplies and casework, express freight, computer equipment, etc. (EXHIBIT D)

Regent institutions collaborate with State agencies to create master agreemenis where it is cost
beneficial and feasible to do so. The Regent institutions have some of the best priced confracts
in the state and open those contracts to state agencies whenever possible. The Regent
institutions continually analyze potential additional opportunities for savings with the State as
well as other consortium groups.

Special discounts and agreements for higher education institutions are far from unique, and in
fact are the norm, particularly IT purchases. It is sometimes possible for state government to
use the university confracts once they are in place, but issuing joint contracts or allowing the
state fo lead the efforis results in everyone getting higher state government pricing, instead of
the lower higher education pricing. Additionally, most major IT vendors have completely
different sales channels for higher education and state government, with different sales
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representatives, approval processes, and pricing strategies. If a state-managed master contract
allows befter pricing for the universities than we are able to get on ocur own, then we are
currently using it. Requiring the use of all DAS contracts would result in higher costs to the
Regent institutions.

Public Works draws three conclusions about state and Regents procurement.

1) Regents should be required to purchase from master contracts, except in unique
circumsiances.

2) Based upon their analysis of central state government agencies, it would appear that the
Regents could save 5 to 10 percent for goods purchased via various master confracts.

3) Regent institutions have not shown a cooperative spirit through joint contracting.

Public Works cites the fact that DAS has experienced 1.5 to 27 percent savings due to volume
discounis. It should be noted that these savings were results of contracts the Regent
institutions had already developed. The savings was significant to the State; however, the
Regent institutions only gained 1 to 2 percent additional savings by increasing the volume.

Collaborative Purchasing

We pursue collaborative contracting wherever possible.

Collaborative contracting is a process of comprehensive analysis, communication and
collaboration. For more than 25 years, the Regent institutions’ purchasing management has
met with the purchasing management of the DOT and DAS (formerly DGS) in Inter-agency
Purchasing meetings on a quarterly basis. Other state agencies have participated over the
years as well, including ICN and lowa Prison Indusfries. DAS resumed aitending these
meetings in late 2008 afier a two-year hiatus.

Cooperative purchasing has always been a focus and topic at these meetings. We have
worked cooperatively with state agencies and developed many collaborative contracts that
benefit all parties. We have established several joint Regents or institutional contracts which
benefit and are used by the DOT and DAS. We also benefit from some DOT and state
confracts. The Regent institutions have worked together for more than 20 years to combine
valumes and develop joint Regents contracts.

in the mid 1990’s a nonprofit organization known as the lowa Biotechnology Association was
formed from efforts of the lowa Business Council and Biotechnology Purchasing Committee. |is
members included private for profit businesses, public sector organizations and the Regents’
universities. As part of the organization, a purchasing consortium was formed to find a way to
reduce cosis for the firms promoting biotechnology in lowa, many of which were small
businesses. To move this effort forward, lowa State University purchasing representatives
helped write an RFP for a laboratory supplies and laboratory casework conftract, using a
successful strategic sourcing model the Regent institutions had previously utilized.
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The resulting contract provided significant cost decreases for the emerging private
biotechnology firms while reducing the institutional costs by an additional 1-2% from the steep
discounts we were already receiving, some as high as 78% on chemicals. The State of lowa
through DAS is also a member of the 1BA and the entire state has benefited from this contract.

This same model was later used to develop an IBA office supplies confract, which was equally
successful.

The Regent institutions also have access to contracts established by several large buying
organizations. E&I Cooperative is the buying cooperative affiliated and formed by NAEP
(National Association of Educational Procurement) to serve over 1800 colleges, universities and
hospitals. E&! has several hundred competitively awarded contracis available to its members.
We can also access contracts developed by the Western States Contracting Alliance (WSCA),
Midwestern Higher Education Compact (MHEC), Provista, Novation, U.S. Communities and
others. In addition, we have access to the Big Ten Purchasing Consortium (CICPC).

Opportunities for savings are being reviewed by the IT Task Force, the Green Products Task
force and the Emergency Disaster Recovery Task Force set up by the Inter-agency Purchasing
group. The savings potentials should be defined by January 2010. In addition, the State could
immediately gain savings by joining the Regents Express Freight Master Agreement, Dell
Computer, Recycled Paper and UIHC's Novation GPO coniracts. The Express Freight Master
agreement, VMWare and recycled paper could save the state an estimated 10-20% depending
on the specific agreements the staie accesses. A specific analysis of the State’s product pricing
would need to be completed to determine the actual savings. The recycled paper, Dell and
GPO contract opportunities have been offered in the past, but have not been acted upon by
DAS. The recycled paper coniractis by truckload and requires storage and distribution by DAS.

With all the volume national group purchasing organizations (GPQ’s) can bring to the table, it
might be reasonable to assume that these GPO’s have the best pricing available. The reality is
that many times the pricing our institutions can obtain individually or together under joint Regent
contracts is superior fo the pricing of GPO's.

In addition many larger organizations’ contracts require suppliers to make smaller shipments fo
numerous members, which increase the suppliers’ costs. This same situation can impact
opportunities to work with DAS, which represenis many state agencies, counties and
municipalities, ultimately resulting in smaller shipments to a greater number of locations. For
example, in contrast to shipping cartons of paper to the state, the Regent institutions can accept
truckload quantities of recycled paper, thus achieving better pricing.

We obtain excellent pricing through efficient and timely handling of vendor invoices. Pricing by
suppliers factors in many variables; risk of doing business, familiarity with an entity,
experiences, difficulties, or trust.

The strategic sourcing effort the State contracted with AT Kearney was an excellent opportunity
fo benchmark pricing on Regent contracts. Just prior to the start of FY06, the State of lowa and
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Governor Vilsack were approached by a consultant who predicted millions in savings by
teaching the State how to perform strategic sourcing. This process validated Regents joint
procurement contracts, identifying them as some of the best in class or occasionally the best
pricing the consultants had seen in the country. This and our own benchmarking within higher
education substantiate that we are doing the right things and our strategic sourcing efforts are
paying dividends.

Strategic sourcing is more than aggregating volume. 1t involves thorough analysis of the supply
chain distribution model, competitiveness within the marketplace, product selection to meet
organizational goals, and the value of the customer to the supplier.

Challenges to Cooperative Purchasing

Through the successful implementation of strategic sourcing practices over the past 25 years, it
is apparent that not all acquisitions are candidates for volume purchasing and many other
variables factor into the process. An analysis of Regent procurement practices and research in
this field indicates the following practices lead to cost savings:

¥ Trust — Suppliers need to know they will be treated fairly; that their prices won't be
shopped around; they won't be forced to accept financial hardship; they have an equal
opportunity to do business; they will be given consistent and accurate information; and
the buyer will uphold their contractual obligations. Contracting requires responsibility
and accountability of both parties.

v Aggregate volume is not a major factor in pricing but the shipment size may be.
Logistics and overhead are part of the cost of goods. Being able to buy in bulk will

reduce prices. Buying high volume of items shipped to various locations will not result in
best pricing.

v Competition — It is not enough to competitively bid; there needs to be a winner for
competition to positively affect pricing. Mulliple awards provide no incentive to provide
competitive pricing.

v Recognized procurement authority — Central procurement for an organization is
significant in reducing pricing and costs. Suppliers know when they must provide the
most competitive pricing; volumes can be aggregated; some standardization can be
accomplished; and a level of trust can be built over time.

v" Prompt payment — Suppliers must compete and can’'t afford fo invest their tight
resources in receivables. Developing administrative efficiencies in operations can create
the ability o benefit from prompt payment incentives and pricing.

v Contract compliance can be achieved through providing the best option by meeting the
needs of the customers that procurement represents. Benefits of excelient pricing
cannof be achieved if the contracts are not utilized. The contracts must meet the needs

of the department or agency and procurement must be able to market the contracts and
provide easy access to them.
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What doesn’t work in a centralized sourcing model?

v

Too many distribution points will minimize the value of annual volume as it carries a cost.
This depends on the product, geographic locations, and ability to store larger quantities.

A lack of necessary skills or knowiedge of the marketplace or products. The supplier
relationship must be created on mutual frust. A supplier will not deeply discount if it
needs fo cover risks of doing business.

Too many multiple awards create an environment that everyone wins so there is no
incentive to reduce pricing.

Too much delegated authority may undermine the efforts to aggregate volume and
standardize on certain products that have a strategic value.

Price is not always the most important factor in procurement. Quality and value can
have more significance in procurement criteria. This is especially true for higher
education which is in a highly competitive environment; competing for and retaining the
best students, faculty and staff. Higher education also competes rigotrously for research
grants so the quality of equipment, materials, and facilities is critical.

We caution that mandating the use of master contracts in a public environment is an
oversimplification and could have unanticipated consequences. While the concept
seems logical, the implementation of such a practice would require additional resources
to manage contract compliance as well as managing a waiver system for all exception
requests (see the recent presentation to the legislators by DAS and their request to hire
additional FTEs to support this effort).
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University of lowa

The University of lowa is prepared o continue working with the State in order to achieve cost
savings beneficial both to the State and the Regent Institutions. Collaborative procurement has
been the benchmark of our performance for many vears. As a member of the Regent
institutions, we have worked cooperatively with our sister institutions as well as with DAS, DOT
~ and other State agencies, and we will continue to do so.

Educational discounted pricing is just one reason why mandating use of State master
agreements is not feasible. UIHC purchases the majority of their medical supplies and
pharmaceuticals from a medical group purchasing organization which provides pricing the State
cannot access. In addition, there are times when joint agreements would cost more than
individual agreements.

The University of lowa’s annual procurement expenditures were $651 million in FY09. This
included general goods, research equipment and supplies, UIHC medical supplies, professional
services, bookstore purchases, flood expenses, athletic travel and equipment and variocus other
expenses. Approximately 7% of this total is from general educational funds (GEF).
Approximately 65% or $424 million is purchased through joint Regents, State, group purchasing
organizations (GPOs), consortium, and campus master contracts. In addition to the State
Master Agreements, the Regent joint contracis include the following commodities: computer
hardware, auto glass/repairs, fleet overflow vehicle rentals, hazardous wasie disposal, janitorial
supplies, milk products, moving services, software licensing, procurement card services,
recycled and rough paper and express freight.

The remaining 35% or $227 million in spend is comprised of spend for athletics, flood recovery
and mitigation, animal care, construction, bookstore operations, federal subcontracts,
professional services, travel, one-time and sole source procurements. Professional services are
very specific to the needs of the University and are services that cannot be provided by
University staff or State agencies. An example where cost savings would be impossible is air
travel. In the past, airlines have refused to provide insfitutional discounts or consortium
contracts. Recent discussions with representatives from the major carriers confirmed this will
be true for the near future. In addition, athletic purchases are driven primarily by NCAA rules,
collegiate sports, and specific game and bowl travel. Overall, analysis of these expenditures
provides very little opportunity for additional savings from volume based contracting.

An analysis of DAS master agreements is regularly performed. The University currently
participates in 10 DAS master agreements where the pricing was favorable for a total spend of
almost $6 million. The majority of DAS contracts are for products and services that SUI does
not purchase or the confract price is higher than what SU! is currenily paying from other group
purchasing contracts or our own Master Agreements. Analysis of 4 random DAS contracts for
scanning services, fire safety sprinklers, VMWare and maintenance agreements showed an
increase in 2 to 15% or a $250,000 increase in cost to the University of lowa if required to use
those master agreements. Ulilizing this analysis to apply to other Ui master contfract spend,
mandating the use of DAS contracts could potentially cost the University an additional 5% or
$5.4 million.
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Over the past several years, the University of lowa has participated in a muititude of cost cutting
measures related to strategic procurement. In fiscal year 2009 alone, over $12 million has been
saved. The savings are derived from strategic sourcing efforts which include transferring
purchases to Master agreements, negotiating additional rebates, volume discounts and
standardization on products.

The University of lowa also participates in a group purchasing consortium with the other Big Ten
institutions called the Committee on Institutional Cooperation Purchasing Consortium or CICPC,
using volume and standardization as the basis for additional savings. Since 2000, the
University of lowa has purchased over $16.8 million from CICPC Master Agreements, with a
savings of $1.1 million or an average of 7%. The combined volume of all the Big Ten
Institutions offers the University of lowa the largest savings opportunity when compared to State
Master Agreements for IT equipment, maintenance agreements, software purchases, office
supplies, scientific supplies, and other products that institutions more similar to the University of
lowa procure. The University of lowa has specifically chosen to combine our volume for office
supplies and scientific supplies with state agencies and Regent institutions to help secure the
best prices for the state of lowa. The CICPC contracts would offer an average of an additional
3-6% savings with our combined volume. The additional cost to the University of lowa for
choosing to participate with the state is roughly $500,000.

UIHC hired a consulting firm, The Renoir Group, in 2003 to consclidate and standardize medical
purchases. The hospital has saved nearly $23 million since implementing many of the supply
chain opportunities identified in the 2003 engagement. The savings numbers are cumulative

and include one time savings on capital purchases as weli as on-going reductions in operating
expenses.

The University of lowa utilizes technology to provide direct access o electronic catalogs and
pricing, allowing search and price comparison functionality within the procurement system. We
understand the importance of encouraging and directing multiple departments fowards Master
Agreements. Lowest price is not always the only factor in migrating departments to use Master
Agreements. We have chosen to use technology to make the procurement process as easy
and efficient as possible. This technology can be made available in a consortium fashion to the
State of lowa by connecting to Ul's system or by purchasing a separate license using Ul's
software discount. The conservative net savings generated from the implementation of the
“spend director system” (SciQuest) is estimated to be 7-10% of total expenditures from this
contract compliance afforded by the software and 5-7% from salary savings, one time contract
negotiations, vendor rebates and office expenses. In addition, the SciQuest electronic bid
system could save the State time and resources and would also be available for purchase
through the same consortium discount offer.
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Spend analysis of the University of lowa purchases:

Purchase Order Spend $ 589,872,676.19
Procurement Card Spend $ 61,033,309.81

Total Spend $ 651,805,986.00

GPO and UIHC master agreements 161,424,197 24.8%
Regents master agreements 143,189,477 22.0%
Campus master agreements 108,148,524 17.0%
State master agreements 5,989,235 1.0%
Other consortium 3,213,964 0.5%
lowa Prison Industries 1,201,466 0.2%
CICPC master agreements 829,756 0.1%
Total $ 423,996,620 65.5%

CY09 SUI Purchasing Accomplishments (previous years accomplishments are attached)

System Implementations/Process Improvements Resulting in Measurable Cost Savings ~$12M

Purchasing Master Contract Negotiations/Competitive Bid Savings {Includes UIHC):

Savings is derived from strategic sourcing efforts which include transferring purchases fo
master agreements, negotiating additional rebates, volume discounts and standardization
on products.

o}

Q

FY09 - $10,044,644
FY10 - $788,694

eBuy: (implemented May 09 — 1 yr post production projected savings)

O

(o]

Q

‘Renegotiated/Redirected Spend Contract Savings $100,000

Technology Fee $150,000

Recouped contract savings - $10,000

1.75 FTE reassigned work - $100,000

MIGS — mainframe expense

Transitioned Check payments to Ghost/Credit Card
» Increased Rebate/Revenue - $80,000

= Scanning Cost Savings - $10,000

= Invoice Data Entry Savings- $10,000 - With the implementation of the ghost card PC
vouchers have been reduced by 1342/yr or 53.68 groups per year. This saves about
1 hour of processing time per week.
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Procurement Card/ProTrav/Travel:

O

PA/Auditor Issued PA cards used to process supplier payments as opposed to check
resulting in increased rebate/revenue share - $45,000

Eliminated cost of processing checks for referred to above payments ({95 cents per
checks saved equated to # of transactions 1005) - $1,000

» Procurement Card Cash Cards (OFSA & Research Subjects)- Reduced expenses
associated w issuing cash advances - $20,000

e Transitioned ~60% of expenses dispersed through cash advances to actual p-card
transactions through this program - $96,000 transitioned — equates to increased
rebate of $1500

Renegotiated Procurement Card Contract (October 2008 — October 2011)

e Resulting in improved rebate revenue share $132,000 per yr +$100,000 signing
bonus

Required Scanned Attachments - $10,000
Freight Transition
e Eliminate Software/Supplier —Data2logisitics - $46,000
Increased Rebate Revenue - $20,000
Copier/Lease Transition fo PCard —~FY09 to date =~$12M
¢ Increased Rebate Revenue - $198,000.

PeopleSoft ~ltems/ ePro Savings:

o]

o}

O

o]

Flex Spend transition payment from check to ACH - $9,000
Eliminated duplicate copy of capital equipment voucher report to campus - $2,000
Eliminated copies of invoices for FSG and Animal Care - $2,000

For orders with PS items and receiving required, if the voucher is greater than $10,000
voucher is not printed - $5,000

eBid: (Implemented May 08) Savings:

Realized cost saving from the following; $50,000

o]

0

O

Eliminated issuance of paper bids
Exclusive Electronic Bid Response

Process efficiency gains recognized through electronic bid response review and award
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As noted earlier, Regent Institutions have been utilizing strategic sourcing methods inciuding
volume purchases on their respective campuses as well as with each other and state and local
agencies. Ul offers various agreements to the local lowa City Community School district and
has partnered with UNI on a prime food agreement that has saved each institution 2-6% from
previous agreements. Quarterly, UIHC submits their purchasing data to the GPO, University
HealthSystem Consortium (UHC). According to UHC, UIHC's pricing is very competitive
compared to other hospitals of similar size. Volume agreements are only beneficial up to a
certain amount of joint spend. The threshold where the total volume no longer applies is
dependent on the commodity. The joint purchasing agreements that are currently in place are a
significant accomplishment and demonstrate the Regents ability to work cooperatively in a
voluntary environment. Quarterly meetings with DAS, DOT, ICN, IPl and the Regents will
continue to be utilized to discuss joint procurement opportunities where it makes sense to do so.
It is our opinion, that a 5-10% savings from additional volume purchases would be difficult and

unsupported by actual analysis of Ul data; given that most of our contract prices are already
very competitive.
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lowa State University

Procurement in higher education has evolved over time from a transactional process to strategic
support of critical enterprise objectives. The procurement function has a direct impact on the
successful completion of campus-wide projects, maximization of university resources,
compliance, and maintaining positive public perception. lowa State University procurement
strives to be best-in-class in higher education and competitive with the highest performing
supply chain organizations in private industry while maintaining the public trust. Procurement
strives to sirategically maximize the institution’s resources through: 1) leveraged, innovative
supply chain management initiatives; 2) spend management through strategic sourcing
contraciting programs; 3) E-procurement solutions and administrative efficiencies; and
4) implementation of process improvements through technology.

The Procurement Organization

The purchasing department is responsible for: purchasing goods and services; maintaining
procurement records; qualifying suppliers and maintaining a master list of prospective suppliers;
ensuring that goods and services are competitively selected; and ensuring compliance with
state and federal regulations and laws. In carrying out these responsibilities, the purchasing
department must strive to obtain the maximum value for each dollar expended; assist faculty
and staff in the procurement process; encourage social responsibility, promote the university’s
mission, and foster fair, ethical and legal trade praclices that develop a strong supplier
community and promote public trust in fowa State University.

The purchasing department operates on a very lean budget model and benchmarks with its
peers within higher education on a consistent basis. Operating efficiencies are necessary to
provide value to the institution and protect the public trust. Efforts to streamline processes and
eliminate non value added activities have been occurring for many vears.

Spend Managementi

Spend management is an important function of procurement. Leading research in the
procurement field suggests that an organization benefits financially as the percentage of spend
managed by procurement increase. Spend management includes: 1) analyzing enterprise
spend; 2} identifying opportunities fo leverage spend; 3) soliciting competition and structuring
contracts to obtain greater discounts and other value added contractual concessions; 4}
developing and maintaining appropriate and beneficial supplier relationship; and 5) continuous
contract management to ensure compliance, performance, and relevance.

Performance indicators of best-in-class private sector organizations show that procurement
manages >70% of the total spend. lowa State University procurement has been consistently
managing 65% - 71% of university expenditures. I1SU spend is total expenditures less salaries,
scholarships, and debt payment. The spend not managed by procurement is capital
construction and federal subcontracts as these are managed elsewhere within the university.
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Spend management through strategic sourcing contracting is necessary to maximize resources.
lowa State University has been utilizing this model of leveraging its spend since the 1940’s,
During FYQ9, 65.5% of procurement spend was on strategically sourced (leveraged and
competitively awarded) contracts. Much of the remaining spend (~ $89 million) represents
unique and/or one-time procurements indicative of the needs of a research institution.

In addition to effective spend management practices, administrative efficiency is necessary for
good stewardship of public funds. lowa State University procurement has been implementing
programs, technology, and practices over the years to provide effective outcomes with
increased efficiency. The cost to process a dollar of spend through central procurement is
.0055 or about ¥z cent. This is consistent with benchmarks in the private sector.

Procurement in higher education is aiso unique as it manages spend from various funding
sources. Only a smali percentage (11.5%) of iISU's spend comes from state resources (General
Fund). 9.3% of expenditures were capital funds, 12.8% federal and private grants, and 66.5%
were self-generating funds. Various funding sources require knowledge of procurement
requirements beyond any state requirements such as FAR, OMB A110, Homeland Security, etc.
As previously mentioned, the needs of higher education are different from state government. It
may appear to be a simple thing to aggregate volume of similar items but the goals of each
organization must be paramount. There are differences in our specifications and requirements.
We purchase food that has a quality suitable for the students, and we house in an effort to
improve retention. There may be a different goal and a different level of quality than the state
buys for its prison system. The same can be said of rough paper products. We may buy a
higher quality of rough paper for the students we house than is used in prisons. We may buy
organic food grown locally both to enhance sustainability and from a student preference
perspective, while the state may not. Cost containment is a focus, but pursuit of cost savings
does not outweigh the value and suitability factors to meet university needs.

The needs of state government are largely different from higher education. A review of 635
state contracts listed on DAS website indicates that a major objective for state contracting is o
provide local access to certain contracts for the benefit of the agency using the goods or
services. 129 of the 635 contracts reviewed were location specific, including 37 for gas/fuel, 24
for lumber/related products, 22 for dairy products, 15 elevator maintenance, 11 bakery goods,
and 5 WW Grainger (WSCA) contracts. This is also evidenced by 168 of 635 contracts that
were multiple awards from one RFP or priced at time of order. These include 10 Architectural
and Engineering consultants, 54 auto parts/repairs/OEM parts, 5 cell phone providers, 9 printer
contracts, 4 employment services, 7 building automation contracts, and more. The state needs
to provide access to ifs many agencies and subdivisions so their work can be carried out
efficiently. However, this presents a strategic dilemma for state procurement. Does or can one
sacrifice efficiency and access for savings? Can or does standardization on products make
sense? How can volume dispersed to so many locations create the savings by adding volume?

The analysis of the 635 state contracts found on the website indicates that DAS is using 9 joint
Regent or IBA contracts. This is a positive indication that there are some areas where

36



combining volume can be beneficial. However, the analysis also showed that an additional 209
contracts were needs based for state and local government only. 39 contracts represented
similar needs with our instifution, but we had obtained better pricing or the requirements were
different enough to make a difference. [SU is using some DAS contracts as shown on the
attached exhibits. Tables 1 and 2 of the ISU Procurement Spend Analysis — FY09 present the
details of spend on these collaborative contracts.

Administrative Efficiencies

lowa State University purchasing strives to create administrative efficiencies in its operation
through technology and best practices in procurement. Internal efficiencies enable purchasing
to reallocate resources internally to respond to higher value-added activities. As a result of
process improvements fewer support staff were needed, improved access and faster processing
requisitions was achieved, reduced paper copies saving supply cost and postage, and improved
tracking of requests. The number of actual purchase orders written has decreased by 84%
(68,309 to 10,897) from FY01 while expenditures have increased 60% to $265,805,781.

The purchasing card program continues to provide efficiencies through the delegation of low-
dollar procurement activity. [t enables faculty and staff to release against volume pricing
agreemenis and make payments on-line. [t provides a global delegated procurement
methodology available 24/7, which is necessary for a research institution.

Purchasing adds value when it works closely with the researcher or staff member to provide
effective solutions and exceed original expectations. Invelvement from planning through
contract management is essential for measurable results. Purchasing needs to be flexible and

responsive to new technology and best business practices to ensure our instifutions are
responsive to the competitive environment in which they exist.

Summary of process improvements in ISU purchasing:
o Designed and implemented a fully enabled web-based requisitioning workflow system.

o Implemented a purchasing card program for delegated authority on campus. Designed
and implemented a fully functional p-card reconciliation system {o download transactions
nightly and ensure integrity and accountability in the program.

o Converted contract & blanket order processing to web-based requisitioning system
eliminating the triple handling of over 3,000 documents.

o Electronic notification to departments of the placement of orders
o Imaged purchase orders available campus viewing

o System faxing of purchase orders to suppliers eliminating postage & printing costs
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o Post all bid solicitations on website and notify vendors via email. Vendors download bid
documents from website and submit responses electronically fo the quote desk
manager.

o Scan attachments to purchase orders and requisitions eliminates about 15,000 copies
and manual process of mailing.

o Implemented an online vendor application form eliminating mailing fo vendors.

o Implemented an online vendor catalog and paperless e-procurement process. This
reduces higher-cost off-contract spend and the number of invoices to be processed.

o Modified the p-card reconciliation system to pull in Level IlI detail from merchants which
improves accuracy and reduces entry work for departments.

o Created an online p-card renewal training so cardholders are able 10 access training at
their convenience and reduces training time associated with 2100 cardholders.

o Created a database of insurance certificates. The most efficient feature includes a
program that identifies certificates that have expired so notification can be sent to
contractors before they do work on campus.

o A university-wide procurement list serve was created to provide immediate information to

the campus regarding procurement contracting initiatives, process or policy change, or
scam alerts.

o The confract renewal process was re-engineered to accommodate multi-year
agreements, eliminating the needs to annually process every contract and provides for
better pricing if suppliers need a longer commitment to recover their investment.

o Conduct Vendor Orientations on campus for Targeted Small Businesses and lowa
businesses to assist them with doing business at lowa State University.

lowa State University purchasing is dedicated to providing support for our organizafions goals.
We continually strive o maximize resources and maintain the public trust in our university. 1SU
purchasing has received the Achievement in Excellence in Procurement Award from the
National Purchasing Institute for five consecutive years. 1SU is one of only 21 higher education
agencies in the United States to receive this award for FY09. The crileria of this award are
designed to measure innovation, professionalism, productivity, e-procurement, and leadership
attributes of the procurement organization.

It is our dedication to best practices, maximizing resources, and public trust that is the
motivation to continually work with our colleagues in state government for the benefit of ail the
citizens of the State of lowa. We welcome and appreciate the opportunity to work together to
help achieve results that benefit all parties without hindering another. Over the past 25 years,
we have identified where savings exist and taken full advantage of those possibilities. We will
continue to review and analyze data to find further savings.
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We are commitied to the future through continuous process improvement, professional
development and benchmarking with peer institutions. The commitment to best practices is
foremost in our execution of our responsibilities o the university and to the public. To this end,
we will continually provide assistance and remain current with industry trends and best
practices.

ISU PROCUREMENT SPEND ANALYSIS - FY09

TOTAL PROCUREMENT SPEND $265,805,781
*Represents 66%-71% of all university expenditures less salaries, scholarships, debt payments
Remaining 29% - 34% Is capital construction, travel, library acquisitions, research subconiracts

SPEND ON 'MASTER' CONTRACTS $174,368,592
Joint Regent & IBA Contracts $14,797,786
State {(DAS) Contracts $2,765,794
Other: Consortium, University/Dept Specific $156,805,012

*See Affached Details: Table 1: Joint Regent/IBA Coniracts,
Exhibit B: Stafte Confracts, and Table 3: University Contracts

INTERNATIONAL SPEND (Study Abroad Programs) $2,405,759
SPEND ON PURCHASE ORDERS & P-CARD $89,031,430

*See Table 4 for detailed spend analysis
** Some of P-card spend is on ‘Master' Coniracts
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TABLE 1
ISU SPEND - FY09

JOINT REGENT/IBA CONTRACTS

Commodity

Auto Glass Repairs
Book Binding
Computer E/S
Computer E/S

Copier Cost Per Copy
Copier Purchases
Copy Paper-Recycled
Electrical Lighting
Electronics Recycling
Fleet Overflow Vehicle
Rental

Fluorescent Lamp
Recycling

Freight (FedX, UPS)
Hazardous Waste Disposal
Lab Casework

Office Supplios

Office Systems Furniture
Paper Tissues/Towels
Power Plant Chemicals
Professional Services
Scientific E/S

Scientific EfS

Scientific E/S

Scientific Supplies
Software-Microsoft License
Travel Agencies

Type
Regent
Regent
Regent
Regent
Regent
Collaborative
Regent
Regent
Regent
Regent

Regent

Regent
Regent
IBA
IBA

Regent
Regent
Regent
Regent
Regent
Regent
Regent
IBA

Regent
Regent

Vendor

Auto Glass Center
HF Group
CDW-G

Forsythe

kon

lkon

JP Gasway/Xerox
Stitzell

HTR

Enterprise

HTR

FedX, UPS
Pollution Control
Thermo Fisher
Office Max

All-Steel

Baker Paper
Nalco Chemical
Ethics Point
Agilent

Percival Scientific
Varian

Thermo Fisher
Microsoft/Zones
Travel & Transport

Availability

Regent Institutions
Regent Institutions
Regent Institutions
Regent Institutions
All State Agencies
All State Agencies
All State Agencies
Regent Institutions
Regent Institutions
All State Agencies

All State Agencies

Regent Institutions
All State Agencies
State Agencies/IBA

All State Agencies/

IBA

All State Agencies
Regent Institutions
Regent Institutions
Regent Institutions
Regent Institutions
Regent Institutions
All State Agencies

All State

Regent institutions
Regent Institutions

Spend

$6,088
$108,080
$1,226,719
$747,344
$117,384
$485,903
$437,222
$191,114
$4,114
$2,273

$12,159

$193,062
$118,123
$166,422
$1,013,324

$1,185,404
$508,650
$443,343
$8,457
$418,573
$62,723
$294.818
$2,561,733
$529,213
$3,955,541

$14,797,786
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TABLE 2
ISU SPEND - FY09
STATE OF IOWA PURCHASING CONTRACTS

Commodity Type Vendor Spend
Batteries/Auto Supplies/Tires DAS Various $22,851
Fleet Card DAS Wright Express $379,735
Gasoline/Diesel Fuel DOT Various $1,089,527
Mail Services DAS Mail Services Presort $39,786
Elevator Maintenance DAS Schindler $11,719
Safety Glasses DAS AQ Safety $13,982
Vehicles DAS/DOT Various $1,208,194
$2,765,794
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TABLE 3
ISU SPEND - FY09

OTHER: CONSORTIUMS/COOPERATIVES/UNIVERSITY SPECIFIC CONTRACTS

TOTAL SPEND FOR FISCAL YEAR 09

Major types of commodities covered under these contracts:

Advertising

Coal

Food for Dining Centers

Construction Time & Material Contracts
Employee Benefits

Pest Control for farms & residence halls

Computer hardware- Dell Remarketing Agreement

Research Equipment Service Agreementis
Lab Chemicals

Asbestos Abatement

Building Automation

Access Controls for Buildings

Oligo Production

Linen rental & laundry services

Smart card laundry equipment/service
Genotyping

Communications E/S

Veterinary Pharmaceuticals
Biochemicals

Test Kits for Veterinary Diagnostics
MRO supplies

Background Checks

Pour Rights

Nike Contract

Ash Disposal

Elevator Maintenance for residence halls
Doors & Hardware for residence halls
Public relations/ad agency

$156,805,012
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TABLE 4
ISU SPEND - FY09
ON PURCHASE ORDERS & P-CARD

TOTAL SPEND:

$89,031,430

*Note: 1SU bid threshold is $10,000 indicating that most of this spend is competitively awarded.

Veterinary Equipment/Supplies/Pharmaceuticals
Research Animals/Livestock/Animal Feed/Bedding
Scientific Testing Labs
Athletics (NCAA) Equipment/Supplies/Services
Building Repairs & Small Construction
Professional Services/Research Consultants-Collabaratars
Farm Equip/Chemicals/Fertilizer/Seed/Research Plot Use
Student Services/Support/Teaching Aids
Museum Art
Research & Educational Software & license fees
Advertising in Educational Journals
Furniture-Darm/Classroom/Specialty/Repairs
Conferencefinterview Expenses
Food-Dining Centers - Specialty
Equipment Repairs
Mail/Postal E/S
Publications/Periodicals/Reprints/Page Charges/Subscriptions
Lab Equipment & Supplies not on contact

Misc Lab supplies

Spectrometers

Optics

Analyzers

Chromatography- Liquid & Gas

Microscopes

Lab Instrument Repairs

Ultra-Low Freezers

Incubators

Lasers

Shakers/Mixers

Electron Microscopes

Microtomes

Ovens/Furnaces

Baths

$1,744,787
$2,414,117
$700,774
$1,949,262
$11,665,168
$5,358,909
$2,627,994
$354,551
$14,667
$3,066,104
$444,448
$2,049,534
$2,540,291
$814,722
$466,081
$20,209
$376,212

$2,521,815
$1,911,973
$1,009,227
$664,486
$704,654
$488,076
$316,173
$253,783
$234,404
$194,872
$150,478
$141,700
$136,964
$119,301
$242,097
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Heaters
Pumps
Autoclaves/Sterilizers
Fume Hoods
Thermal Cyclers
Centrifuges
Cryogenics
Purifiers
Lab Chemicals (Specialty)
Biochemical - Enzymes
Radioisotopes
Controlled substances
Computer Hardware/Specialty/Repairs/Maint.
Computer Suppliers/Peripherals - Specialty
Electronics Components for research
CNC Machines
Freight - Misc
Building Maintenance/MRO
Lease through Purchasing
Telecommunications E/S - Misc
Public Security E/S - Misc
Industrial Equip/Supplies/Chemicals
Radio Communications/pagers
Vehicle Repairs
Power Plant - Misc
Printing Equipment/Supplies
Grounds & Lawn E/S
Greenhouse E/S
Rental Services
Broadcast/Satellite E/S
Metal Fabricating
Office - Misc
Boats/Marine
Clothing: T-Shirt Speciaity
Clothing: Uniforms
Fees, Licenses, Registrations
Maint/Custodial E/S
Compressors
Signs/Banners {includes purchases from DOT)
Projectors/\Video

$710,460
$44,482
$43,088
$42,838
$42,351
$31,335
$15,082
$14,837
$169,681
$127,965
$25,638
$1,058
$2,116,357
$186,290
$664,081
$248,326
$47,519
$498,970
$237,954
$178,218
$231,629
$284,244
$120,544
$172,291
$134,002
$137,287
$509,573
$161,620
$168,661
$171,134
$44,669
$43,490
$6,350
$55,776
$31,707
$52,056
$78,323
$76,645
$171,221
$93,896
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Entertainment Contracts
Library E/S

Containers - Misc

Music E/S

Waste Disposal

Paper - Specialty

Laundry E/S misc

Linens (Memorial Union Hotel)
Art E/S

Portable Restrooms
Guns/Ammunition

Appliances

Aviation E/S

P-card - Misc

Purchase Order Misc. including Services

$40,708
$35,047
$36,608
$30,093
$28,342
$20,876
$25,963
$14,155
$14,383
$13.656
$12,751
$10,155
$1,350
$20,856,431
$13,009,541

$89,031,430
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University of Northern lowa

The University currently participates in joint contracts with State agencies where appropriate
and possible. In addition, the University is currently participating in three different task forces to
seek opportunities for collaboration and savings, Emergency Disaster Recovery Task Force,
Green Products Task Force, and the IT Task Force.

The University continues to work closely with the Regents to identify and evaluate areas where
additional joint agreements are possible and make sense such as cleaning supplies and
furniture purchases. Recently, we have joined with the University of lowa to improve our pricing
with our Prime Food Vendor, Martin Brothers, amounting to a savings of $35,000 - $50,000 in
FY 2010 and also for a student housing system resulting in a savings of approximately $20,000.
Future goals of the University include use of the SciQuest system and possible use of the
University of lowa's ProTrav system to increase efficiencies in the processing of travel and
procurement cards.

Mandating the use of master contracts could be costly to the Regent Institutions both based on
a potential increase in pricing along with the need for additional resources to manage centract
compliance.

Educational discounted pricing is not the only example of where joint master agreements would
need to be an exception. UNI and other Regent institutions have unique needs that may not be
applicable to State agencies such as research equipment and athletic supplies and equipment.
Joint volume is not the only determining factor in obtaining the best pricing. Although many
State agencies utilize the same coal and limestone to burn the coal, different agencies have
different regulatory requirements. The vendors have also specifically requested that we bid
these separately rather than as a combined group. There are other items purchased specifically
for resale that must be failored to the student’s preference or jeopardize losing revenue.

The University of Northern lowa has noted an annual spend of $112 million of which
$30.7 million has been purchased through PQOs and another $6.6 million through procurement
cards. Of the $30.7 million, seventy-five percent has been purchased through competitive
bidding specifically at UNI{, by the stafe, as a joint Regents bid or through a GPO or consortium.
The remainder of the total spend identified includes items such as travel, library expenditures,
performers for the Gallagher-Bluedorn Performing Arts Center, employee reimbursements and
competitively bid items or services that were not processed through a Purchase Order.

The University of Northern lowa would fully support partnering with other State Agencies in
other areas that would be beneficial to both parties and may includes contracts such as the
Prime Food Vendor along with other smaller food purchases, fravel, procurement card
agreement, milk products, freight, and computers.
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Purchase Orders Spend FY 2009 $30,723,527

Procurement Card Spend FY 2009 $6,602,371

Total Purchase Orders and Procurement Card Spend $37,325,898

UNI Competitively Bid $18.606,216 60.56%
State Contracts $511,778 1.67%
Joint Regents - includes Educational Discounts such as Apple $3,159,802 10.28%
Consortium $474,533 1.54%
lowa Prison Industries $460,577 1.50%

Total Dollars purchased on POs through competitively bid $23,212,907 75.55%

UNI has also implemented a number of procedural improvements that have resulted in savings,
primarily in the form of staff resources, but alsc includes actual savings or increases in revenue.
In the last year, UN! has implemented ACH disbursements for payments issued to employees
and students and a limited number of vendors. This has resulted in a savings of over $7,700
(8,119 ACH disbursements @ $.95/ck) in materials alone, plus staff time to process the checks
are implemented for all vendors. Additional savings have been realized with the conversion of
many direct payments to procurement card during the last three fiscal years, reducing staff
efforts to process the invoices and issue payments and resulting in an increase in procurement
card rebate of over 75%. The benefit of these changes has allowed us to process an increase
in total spend of approximately 20% and reduce staff resources by one FTE. Additional
examples are included in our attachment. that has been reallocated to other priorities. Future
savings are planned as ACH disbursements

PUBLIC WORKS - Centralized real estate leasing and property management

PUBLIC WORKS - Sale of unused and other under-utilized assets, albeit contingent upon
current market status and values

We support Public Works recommendations. The Regent universities support Public
Works recommendation for regularly reviewing all leases, facilities and property. This
has been occurring on the Regent campuses for a number of years and information is annually

reported to the Board of Regents in the Annual Facilities Governance Report each year. (Most
recent report:

http://www.regents.iowa.gov/Meetings/DocketMemos/09Memos/feb09/0209 ITEM11.pdf)

The Board policy requires a broad overview of the facilities at each of the Regent institutions,
the condition of these facilities with a focus on accountability and effective stewardship. The
Regents currently manage 4000 acres on-campus and nearly 1,000 acres off-campus
{excluding farm acres) and 35.3 million square feet of space primarily located on the five Regent
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campuses but also at a number of other locations around the state to meet programmatic
needs. Academic./research/administrative facilities total approximately 17.3 million of the total
square footage. Categories of other facilifies include University Hospitals and Clinics, residence
systems, agricultural experiment station and self-supporting operations, including students
unions, parking systems, etc. Each institution has a space and facilities management staff that

regularly reviews utilization, makes peer comparisons and assesses the condition qf our
facilities. {EXHIBIT C)

The Regents have established policies and procedures for the campuses to develop master
plans, documenting land use for the past, present, and anticipated future development of the
campuses as well as optimal utilization of existing campus facilities. The universities constantly
look for opportunities to strategically invest in additional properties, consistent with the master
plans. As an example, the institutions may purchase residential houses surrounding the
campus for future building sites. Many of these residential properties surrounding the campus
produce revenue for the institution in the short term and are rented to students, faculty, staff,
sororities and a fraternity. Other insfitutional properties may have been acquired through gifts
and have restrictions on use and disposal.

The Board is responsible for management and control of real and personal property of the
instifutions under its control pursuant to lowa Cade §262.9[4, §262.10, and §262.11. State law
provides the Board with authority to lease properties and facilities, either as lessor or lessee, for
the proper use and benefit of the institutions as detailed in lowa Code §262.9[14]. The Board
may, at its discretion, delegate authority to the universities to approve leases.

Authority for approval of leases for the special schools is delegated {o lowa State University,
fowa State University is currently responsible for the overall administration of capital projects at
the special schools per Regent Policy Manual §9.

We support Public Works recommendation that the universities effeciively dispose of
surplus property. If based upon programmatic changes as the institutions accommodate the
current budget reductions there no longer is a need for specific real estate or faciiities the
institutions will recommend to the Board of Regents that property be sold. For example, the
reorganization of the lowa State University Extension program resulted in the termination of
several area extension office leases, there has been a reduction and consolidation of facilities in
the Des Moines area, and IBSSS has leased portions of their facilities to federal programs. The
University of lowa has liquidated farmland over the past few years as land prices have risen. At
the present time we do not have a basis for concluding that two percent of the real estate port
folio could be sold. However, we will review our property inventory and make appropriate
recommendations for Board action. Based upon ongoing efforts by the Regent institutions, we
believe there are effective procedures to evaluale space/property needs and utilization of
current space. We also believe that current real estate is being successfully used or is needed
for future campus expansion.
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Over the years, individuals or groups have expressed interest in purchase of particular
university-owned properties, often because of the recreational or commercial development
potential of the properties. The Lakeside Laboratory in Dickinson County and the Rhodes Farm
in Marshall County are two such properties. In the past, generally prevailing local and legislative
sentiment has not supported the sale of these two properties. However, in light of current
budget difficulties, it is not known to what extent this sentiment continues fo prevail.

Under current Regent policies whenever lease terms end, a thorough review of the need,
alternative space or locations occurs as well as a renegotiation of the terms and conditions.
The majority of the leases are programmatic location specific or in the case of ISU's farms,
provide specific location, sail or climatic conditions. We have and will continue to review all
leases to determine if better terms or conditions can be obtained, particularly when they reach
their end. As most leases are binding contracts, renegotiating them in mid-term is unlikely.
The Public Works recommendation does not provide supporting information on the basis of
concluding $2.5 million dollars could be saved per year by renegotiating existing leases.

The suggestion that a centralized real estate and property management function would result in
significant savings . This will be explored as further information is necessary in order to
determine savings. Would such an office have the expertise to manage more than 9,500 acres
of ISU farm land used for teaching and research purposes, the specialized medical facilities that
the University of lowa requires or obtain better terms and conditions in the local campus
communities when many of the real estate fransactions involve individuals who have potential
academic and donor inierests making the transactions more than just real estate transactions?
Since the campuses do not have dedicated real estate staff, it is not clear that there would be
savings to offset establishing a new centralized real estate department.

It should be noted that twenty of the University of lowa's total lease count represent leases
accommodating programs displaced by 2008 lowa River flooding. These leases represent
approximately 245,525 square feet of classroom, studio, office & warehouse space.

PUBLIC WORKS - Consolidation of nrint shops and mailrooms

We agree with Public Works. The Regents have already taken many steps, where prudent, to
consolidate printing and mailroom functions and operations. State government eliminated the
State Printing Office several years ago, which was a cost savings measure, and allowed the
Regent Institutions to manage their own printing more efficiently.

Printing functions have been reviewed and use every opportunity to efficiently provide core
printing needs, utilizing emerging technologies to provide costs to the campuses lower than the
private sector. Mot all university printing services are provided on campus. The outsourced
jobs/services are competitively bid when economically beneficial. This has resulted in
centralization on the campuses.
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SUl and ISU have centralized parcel and postal services, utilize joint Regent and university
contracts for expedited freight shipments, and partner with the State Capitol Complex for mail
going to state departments. They continue to work for reduced contract prices.

Both SUI printing and mailing services are utilized by the University of Northern lowa resulting in
cost savings. SUI Printing provides copy services for the lowa City Community School District
enabling them to eliminate an in-house print shop and a fuli-time position. These local and
nearby regional opportunities have proven highly cost effective. Further consolidation beyond
these geographical limits would not generate savings and eliminate the timeliness necessary in
the demand for printing and mailing jobs.

PUBLIC WORKS - Reduction in purchased periodicals and subscriptions

We agree with Public Works and support the review of all periodicals and subscriptions.

Due to budget reductions, the Regent universities have accomplished this review. Periodicals

and subscriptions acquired by the Regents universities are for academic and research
purposes.

As electronic options become available, Regent universities reduce paper copies.

PUBLIC WORKS - Reduction in_use of and expenditure for professional consulting
services such as engineers and architecis '

Professional Services are used by the Regent institutions when necessary. Despite the fact that
most of the professional services are short-term in nature to address a particular need or
expertise, if it could be determined that it would be more cost effective to the universities and
taxpayers to hire full-time staff, we would welcome the savings. The Regent insfitutions
currently evaluate expenditures paid to some consultants, comparing with national survey data
and statistical analyses and benchmark data.

The flood of 2008 is an example where consultants were able to provide clean up expertise and
labor that was targeted and specialized, leaving the University of lowa staff free to perform
regular duties and assignments at a time when the campus was severely hampered and
pressed to return to normal operations.

The universities, through a Regent inter-institutional commitiee, are investigating potential
savings in consulting services.

PUBLIC WORKS - Energy efficiency retrofits for all state buildings

We support Public Works. The Regent universities support Public Works recommendation for
regularly reviewing the energy efficiency of our buildings and look forward to collaborating with
the OEI to further our efforts to reduce energy consumption per square foot and offset rising
energy costs.
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All of the universities have sef a goal to reduce energy consumption. The University of lowa
has a goal of reducing energy consumption 10 percent per sq. ft. by FY 2010 (from a 2003
baseline). lowa State University has a 15 percent reduction goal by 2014. This is on top of a
9% reduction already achieved over the past six years.

The universities are committed to ensuring that energy efficiency is incorporated into all
construction and renovation projects. Energy efficiency projects in buildings range in scope
from installing automatic lighting sensors to retrofitting HVAC systems. The focus is on low
cost-high return improvements.

The University of lowa recently deployed a cross-functional team, Energy Hawks team, with
specialists from building maintenance, commissioning, energy controls, metering and energy
engineering units to identify opportunities to improve energy efficiency in General Education
Fund buildings and laboratories. They are also initiating a fume hood management policy that
will employ the latest fume hood technology and laboratory praciices fo substantially reduce
energy consumption in labs. ISU has established a Live Green revolving loan fund, with
estimated project funding of $1 million per year, for projects that produce energy savings within
five years. Energy savings are used to pay off the short-term loans for future use by the fund.
UNI completes energy efficient projects such as tuck pointing, installation of energy efficient
windows and HVAC systems on an annual basis.

Resources are the rate limiting factor in making these improvements. Since we must spend
money to save money, there will essentially be no savings in the first 5-7 years. While Public
Works provides an estimate of potentials savings for Regent institutions noting the large square

footage in its building and facilities, it is difficult to understand how the estimates were
calculated.

Background Information:

Energy efficiency is only one component of the Regents focus on sustainability. The Regent
institutions, with their more than 4,000 an-campus and 1,000 off-campus acres {excluding farm
acreage), approximately 35 million gross square feet of space, more than 70,000 students, over
45,000 employees, and hundreds of thousands of visitors to the campus annually (including
more than 700,000 clinic visits to UIHC), have a significant environmental impact. Conducting
significant research with distinguished faculty, lowa's public universities are positioned within
the state and nationally to lead in the greening of buildings, purchasing and transportation.
Regent insfitutions have an educaiional responsibility to students to expand discussion about
sustainability, create student awareness and provide programming incorporating the principles

of sustainability.

In March 2009, the Board of Regents adopted a Sustainability Plan found at the following link:

http://www.regents.iowa.qgoviMeetings/DocketMemos/09Memos/March/0309 ITEM15.pdf
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The Vision for Planning and Development states that “Each institution will demonstrate a
commitment to sustainability in its campus master plan, incorporating environmental
stewardship.” With the following Goals:

1. LEED Certification: All major projects’ (new buildings and major capital renovations)
initiated after April 1, 2009 shall meet or exceed the U.S. Green Building Council's
guidelines for silver level LEED certification.

2. Design Professional Services Selection: For all major capital projects’ initiated after

April 1, 2009, preference shall be given to design professionals with LEED certification
experience.

3. ASHRAE Energy Standards: All new building and major capital renovation projects that
alter mechanical and electrical systems shall exceed the current American Society of
Heating, Refrigerating & Air Conditioning Engineers (ASHRAE} 90.1 requirements, which
provides minimum requirements for energy efficient design of buildings.

4. Energy Efficient Lighting and Lighting Systems: The design of new lighting and
lighting control systems shall comply with the latest version of the American Society of
Heating, Refrigerating & Air Conditioning Engineers/lilumination Engineering Society of
North America (ASHRAE/IESNA) 80.1, Energy-Efficient Design of New Buildings Except
Low-Rise Residential. The Lighting quality and light uniformity shall comply with
llluminating Engineering Society of North America (IESNA) Standard, Current Edition.

5. Electronic Business Solutions: All campuses shall encourage electronic business

solutions to reduce the demand for paper and travel, such as electronic systems and
teleconferencing.

PUBLIC WORKS - Provision of early retirement incentives

We agree with Public Works. The Regents believe this is a good suggestion when not an
entitlement program, which would be extremely costly. The Regent institutions have
implemented several non-entitlement window retirement incentive options within the last year.
No new savings are anticipated from ancther program.

PUBLIC WORKS - Required use of direct deposit by all new hires

We agree with Public Works. We support this practice and have instituted direct deposit
at all Regent institutions. Direct deposit participation falls between 95 — 98%.

PUBLIC WORKS - Required family enrollment in health insurance when spouses are both
employed by the state

The Regent institutions welcome any and all ideas for cost savings for health insurance
as it is a very complex and difficult issue. Explorations would consider geographic and legal
issues, health coverage, fracking spousal choices at different institutions/agencies, and
enforcement procedures.
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For those employees in the AFSCME union, the Regent institutions are obligated to comply with
the health insurance plans as negotiated by the state. We look forward to working with the state
on lowering these health benefits as an initial review of those state-covered employees
indicates an increase in employer cost for family enrollment. For Regent employees covered by
other collective bargaining units, those contracts, too, would need to be renegotiated.

Each of the Regent universities provides coverage through self-insurance plans based on the
mix of employees within each university; the University of lowa has some plans tied to medical

care provided at the UIHC. These self-insured plans would likely not realize savings for the
state.

PUBLIC WORKS - Elimination of health benefits for Regents employees working less
than 20 hours per week

We support this recommendation and have previously implemented it at the three
public universities; most recently at lowa State University as of July 1, 2009.

There are some exceptions. At the University of lowa, the Campaign fo Organize Graduate
Students (COGS) union contract extends health benefits to covered employees who work
10 or more hours per week. Approximately 1,000 COGS covered employees fall between 10
and 20 hours. However, as a general policy at Ul, employees at less than a 50%
appointment do not receive benefits. The only exceptions are for unusual circumstances
and at the request of a department.
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EXHIBIT A

Strategic Planning

The Board of Regents takes seriously its responsibility to be good stewards of lowa’s three state

universities and two special schools.

In fulfilling this responsibility, the Board has initiated a

number of efforts over the years aimed at ensuring operations of the institutions continue to be
effective and efficient. The following highlights activities that have occurred since the late 1980’s.

1987-
1989

1995

1997

1998

1999

2000

Peat Marwick Organizational Audit.
Board of Regents initiated long-range strategic planning.

The Pappas Group (an affiliate of Peat Marwick) examined the
implementation of the recommendations from the earlier Peat
Marwick study and made new recommendations in the following
areas: institutional mission and vision (including strategic
planning); academic core ({inciuding programs and enrollment
planning); the budget allocation process at the state, Regent, and
institutional level; and reallocation of resources to support the
academic core and faculty productivity.

The Board chose MGT of America, Inc. to conduct an in-depth
examination of selected recommendations dealing with the Board
itself and its operations. The MGT report included
recommendafions for the Board and instifutions to continue
developing strategies together with regular revision of the strategies
as necessary; improve collection and dissemination of information;
redesign the governance reporting sysiem; and create a set of
performance reports to measure and summarize institutional
performance.

During a series of retreats, Board members, Board Office staff, and
representatives of each Regent instifution met to refine strategic
planning for the Board of Regents.

The Board published its most comprehensive action-oriented plan to
provide background information and a map for achieving the
objectives of the Board of Regents strategic plan.

The Board expanded its values statement and approved the addition
of two action steps in the areas of technology and international
education.
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2002

2003

2003

2004

2004

2004

2006

The Board selected MGT of America, Inc. to conduct an
grganizational review to identify areas fo improved efficiency,
effectiveness and accountability of the Regent institutions.

The Board adopted revised mission, values, and culture statements
as part of the 2004-2009 Board of Regents Strategic Plan.

December 2003, Board’s directs staff from the three Regent
universities to identify arsas for enterprise-wide collaboration.

As part of its new Strategic Plan, the Board approved priorities,
objectives, strategies, and indicators to measure success and
accountability.

Broadcast Services — July 2004 Bornstein & Associates LLC
awarded confract to conduct a comprehensive management,
programming, operations, and planning study related to the
collaberation between the public radio operations at lowa State
University, the University of lowa, and the University of Northern lowa.

The result was combining the radio stations at the three Regents
universities into one organization, lowa Pubiic Radio (IPR).

Under Regent-wide Administrative Transformation Project launched
December 2003, Board accepts the universities proposals for
reorganizing fleet operations, infernal audit, and risk management
on a Regent-wide level.

Universities complete Administrative Transformation Project.

+ SUl administrative efficiency initiatives include printing,
immigration services, E-Learning , and development of a
facilities valuation model for calculating facilities replacement
cost; as well as administrative transformation review initiatives
in the areas of information technology services, worker's
compensation work redesign, student parking application
process, copy cost reduction, fingerprinting process of
Department of Public Safety, and review of operations of
Cashier's Office.

+ ISU administrative efficiencies include printing, immigration
services, E-learning, development of a facilities valuation mode!
for calculating facilities replacement cost; as well as
administrative transformations in the areas of information
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2005-
2006

2008

2009

2009

technology services, elecironic storage of data, print/copy cost
reduction, and web based requisitioning, payables, travel,
electronic departmental cash deposit, and electronic personnel
action systems.

+ UNI administrative efficiency initiatives include printing,
enhancement of new Budget System to better track reallocation
data; integrating Facilities Services job cost with Oracle
applications; implementing a Facilities Services project costing
software package; implementing QOracle iProcurement; and
worker's compensation safety training.

DAS prepared RFP for Strategic Sourcing Initiative and met with
state agencies, excluding Regents. DAS selected AT Kearney, then
requested Regents involvement. Regents billed $1.27M, nearly
$1.99M spent in programming and labor cost for an estimated
savings of $0.69M — a negative return on investment that would take
three years io recoup. No ACTUAL savings were ever identified by
ATK.

President Miles announced four priorities for the year:

. Update the strategic plan for the next five years

. Develop a professional communication plan

. Prepare an analysis on affordability and financial aid
. Develop a sustainability plan

Sustainability Plan adopted setting inter-institutional visions and
goals for long-term sustainability.

Communication Pian adopted

Affordability and financial aid reports presented.

Strategic Plan still in development

Board of Regenis appoints three Regent-led Task Forces to explore
efficiencies and cost-savings:

. Employee Benefits
. Inter-institutional Cooperation
. Special Schoals
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EXHIBIT B

The University of lowa and lowa State University Information Technology (IT) Efficiencies

University of lowa
Introduction

The pace at which technology and T needs change requires IT support units at the University of
lowa to constantly seek opportunities to improve efficiencies and increase the effectiveness of
IT on campus. This has become an ingrained and normal part of IT operations.

The central IT organization, Information Technology Services (ITS), provides enterprise-level
services for the campus, while collegiate IT groups provide local, specialized IT support and
services for their end users. ITS and the collegiate units operate collaboratively to provide the
most efficient delivery of |T services that are effective for the end user.

The combination of central and local units delivering services in a joint manner is typical for
universities the size of the University of lowa. And while the distributed model is not unique, the
extent and depth of the collaborations between the various units have been recognized for their
effectiveness. Monthly meetings are held for the IT leaders and many special-inferest groups.
This regular interaction, joint delivery of services, and group planning efforts all contribute to
cosi-effective delivery of [T services on campus. The University of lowa completed a campus-
wide review of IT in 2006. One result was a consolidated Campus IT Strategic Plan in 2007.
This plan includes joint annual planning and sharing of plans among all IT units on campus.
Additicnally, two of the five top-level goals of the plan are focused on increasing efficiency and
effectiveness. '

Specific Efficiency Efforts

. 'Purchasing

o Purchasing FPower: We use muliti-state, state-wide, and several consortia purchasing
confracis as starting points and then negotiate aggressively to get better pricing
specifically for the University of lowa. Examples of contracts used: State of lowa,
Regent institutions, WSCA (Western States Confracting Alliance), MHEC {(Midwest
Higher Education Compact), MICTA, and CIC Purchasing Group.

o Higher Education Discounts: We leverage the special discounts available only to

higher education, pushing vendors to provide better pricing than is available on the
broad contracts.

o Streamiined Purchasing Processes: We leverage our University streamlined
purchasing processes to make vendors aware of the low cost of order fulfilment, in
order to get better pricing. The vendors realize these processes allow them tc lower
their costs of doing business with us, and we get them to pass on the savings.
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Standardization

O

PC Bid: We perform an annual PC bid for the whole campus to leverage are already
low education pricing. This has resulted in better pricing than any multi-state or
consortia purchasing contracts we have access to.

E-mail: We have reduced the number of separate e-mail systems on campus,
standardizing centrally on a Microsoft Exchange piatform.

Electronic Calendar: We also use Microsoft Exchange as the standard for electronic
calendaring systems. This greafly reduces the time and effort needed io schedule
meetings.

Active Directory: We use Active Direciory as the standard for directory and
authentication services on campus. This system allows business rules to
automatically generate and retire accounts for students, faculty and staff as their

~ status with the University changes.

Central Software Office: We have a centralized software office that consolidates
requests from across campus and negotiates the best discounis possible for
software titles. This also saves considerable time and resources by only sourcing the
software and reviewing the legal contracts once.

Data Nelworking: We have a standardized data network for the campus. This allows
us to meet common needs and to provide for specialized high-performance needs in
the most cost-effective manner.

Wireless Networking: We have a standardized wireless network for the campus. This
provides for a common wireless experience across campus and reduces the support
burden.

Telephone System: We have a standardized telephone system for the campus. We
use IP routing internally. New technologies are being evaluated in pilot projects to
determine if further savings are possible.

Printing: We have initiated a project to standardize printers, print services,
consumables and accessories, and implement print accounting software and
education to reduce total number of prints.

Server Virtualization and Standardized Server Hosting: We have successfully
implemented server virtualization, achieving about a 30 fo 1 conversion rate, which
saves more than $1,700 per server up front and generates $250 per year in energy
savings.
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IT Enabled Efficiencies

o

HR Systems: We maintain robust HR systems that have virtually eliminated paper
processing for HR transactions and enable employee self-service for most HR-
related processes. We require direct deposit, online pay stubs, and online access to
employee leave information, flexible spending account submission and reconciliation,

benefit selection, etc. All of this greatly reduces administrative costs for processing
and entering data.

Purchasing Systems: Our purchasing systems, including Purchase Requisitions,
Accounts Payable, Procurement Card and E-buy, have streamlined our processes
and nearly eliminated paper flow, as well as assuring we are getting the best pricing
available. Additionally, we utilize electronic payments to vendors through Pcard and
ACH whenever possible. All bids are done electronically and posted online.

Travel Systems: We have a robust travel system that requires electronic requests for
travel, approval for the request, and reconciliation of travel expenses. This all ties
neatly back to the Procurement card system for ease of processing. Again, this
virtually eliminates paper transactions.

Financial Systems: We ufilize PeopleSofi Financials across the institution. All
information is accessible electronically, and we have aggressively moved to provide
all necessary reports online, eliminating paper and processing.

BOREAS-Net: In collaboration with lowa State University, the University of
Minnesota, and the University of Wisconsin-Madison, we have developed a very high
speed regional optical network. BOREAS-Net provides connections between the
universities and ties into the national commercial, research and education backbone
networks. By working together, the universities were able to keep the cosis of the
network as low as possible, and the network itself enables many other cost-saving
activities.

IT Cost Reductions

&)

Power Savings — Power Down for the Planet: As technology use has expioded on
campus, energy consumption for powering and cooling the many devices that deliver
technology has expanded proportionally. By participating in the national Power Down
for the Planet campaign, the University of lowa was able to raise awareness about
how individual behaviors can dramatically reduce energy costs. The University of
lowa was successful in obtaining more pledges from individuals for model behavior
than any other large university.

IT Security: Recovering from an IT security breach is expensive and time consuming.
By reducing the risks and raising awareness about appropriate IT security practices,
costs for handling security problems have been held low. These multi-year

campaigns and changes to policy have had a measureable impact on the number of
incidents on campus.
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Data Center Consolidation: Modern [T servers require specialized power and cooling in
order to operate reliably. Providing this kind of power and cooling is not cost effective in
small’ installations. The University of lowa has eliminated some of these small
installations and will be able to move more aggressively after the completion of the new
data center project.

Automated Desktop Management: Minimizing the costs of managing the tens of
thousands of personal computers on campus is done with enterprise-class automated
management tools. This allows a single IT professional to manage hundreds of devices
remotely and make changes across all the machines in one place. This provides faculty,
staff, and students with stable, reliable technology for their daily use and also allows us
to reduce the IT costs required for support.

Print Accounting: Even in an electronic world there is still a need for printing. The
University of lowa tries to minimize printing costs by printing as little as possible, and by
being as cost effective as possible in what is printed. One method that has proven
effective is to make individuals aware of how much they print. Print accounting software
allows individuals to receive electronic reports of their priniing behavior and compare
that to departmental or collegiate averages. This software has been implemented in
some departments, with broader expansion currently under way.

Storage Systems: The need for electronic storage is growing exponentially. The
University of lowa is participating in a CIC project to develop a large electronic storage
system for cost-effective storage of electronic information. This system will leverage our
high-speed networks to store information in a few large storage arrays.

Onfine Collaboration Tools and Courses: The University of lowa uses online
collaboration tools that allow researchers from all over the globe to work with each other.
These same tools are also used by faculty to provide course materials online to students
in remote areas. Both of these activities promote increased revenue through
competitiveness in grant applications and in attracting and retaining students.

Student Recruiting: Recently implemented software systems have allowed the University
of lowa fo reach more students than ever before. By targeting students who are more
likely to attend the University, this software is driving a higher yield rate, which lowers
costs and improves revenue.

Telecommunications Workfiow and Daltabase: A recently implemented, fully integrated,
information and workflow management system in the telecommunications department
allows the telecommunications facilities, services and workflow to operate in an
automated and efficient manner. This has greafly reduced the number of clerks needed
to manually track and retrieve this information and also improves the department’s ability
to respond to requests from the campus.

Data Warehouses: The University of lowa collects a lot of information, and effective use
of this information helps individuals and departments function more efficiently. Through
data warehouse systems, financial, course and student information can be distributed in
a cost-effective manner to those individuals who are authorized fo use the data.
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IOWA STATE UNIVERSITY
Information Technology (IT) Efficiencies

Virtualization of servers — on-going program to consoclidate campus servers into an
efficient “virtualized” platform. Energy and equipment savings come about from combining
approximately 16-25 distinct physical servers into one server. With a 16 to 1 consolidation
in servers, each virtualized server saves approximately $23,000 annually in equipment and
energy costs over the 16 physical servers it replaces.

Eliminated 28 central IT positions through retirements and service unit consolidations,

worth $2.2M in salary and benefits annually of which $850K is attributed to administrative
positions.

a. Consolidation of the Systems and Operations and Networks and Communications
service units.

b. Administrative restructuring to flatten the IT hierarchy.

c. Instituted a lights out operation in one of two primary data centers allowing for the
elimination of data system technician positions through attrition or retirement.

The BOREAS regional network supporfs our research community with high capacity
network circuits as well as commodity Internet access.  After constructing BOREAS, we
were able to purchase Internet bandwidth at a fraction of the cost charged by the ICN. This
in turn allowed us to significantly increase Internet bandwidth for campus use, and also

allowed the ICN (who now purchases network bandwidth from BOREAS) to lower their rates
to their state clients.

Piloting “thin client” technology in a few academic computing laboratories. Anticipated
cost savings from reduced equipment renewal costs, reduced energy consumption, and
lower maintenance effort will be studied.

. Working to significantly reduce printing and handling of paper documents by adapting
select business processes to store documents in digital form, and access services using use
on-line self-serve technologies.

Kuali, an open source software effort being developed to meet university requirements
for financial systems, research administration, student information systems, and human

resources, is projected to save 1SU at least $40M in administrative systems software costs
over the next 20 years

Eliminating low priority software packages and maintenance contracts. Estimated
savings is $130,000/year.

Investment in storage infrastructure to consoclidate stand -alone file and print services
across the campus, stand up a central back up service, and consolidate email storage.

Consolidation of Exchange based email services for faculty and staff.
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EXHIBIT C

Letter of October 19, 2009 to State Government Reorganization Commission

See next page.
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Governing lowa’s public
umniversities and special schoals

University of lowa
lowa Stata Unlversily

David W, Miles, Presldant, West Das Moines
Jack B. Evans, Pro Tem, Gedar Rapids
Bennis J. Campbel!, Das Maines

Robert N. Downer, lowa Ciy

Univessity of Narthemn lowa Michagl 3, Gariner, Des Melnas
lowa School for the Desf Ruth R. Harkin, Gummting

lowa Brailte and Sight Saving Schaal B O ARD O F Grela A. Johnson, Lo Mars
Lakeside Lab Regents Resource Canter Craig A. Lang, Bruo.!dyn
Chrad-Cities Graduate Center Rose A. Vasquez, Des Moings
Southwest lowa Regenls Rescource Center

Tri-Slate Graduate Cenler - Robert Donlay, Execulive Direclar
1 A
STATE OF [OWA

October 19, 2009

The Honorable Stacl Appel, Co-chairperson
The Honorable Mary Mascher, Co-chairperson
State Government Reorganization Commission
State Capitol Building

Des Moines 1A 50319

Re: Purchasing Processes at Regent Universities
Dear Senator Appel and Representative Mascher:

On September 25, Procurement staff of the Regent public universities presented information on
purchasing processes at the campuses. In response to your request for best practices to be
shared with the Department of Administrative Services, please see the attached best practices
for procurement submitted from the Regent universities.

If there are any questions, please do not hesitate to contact us.

Sincerely,

/77

Robert Donley

HABFLegistativel2009 Sessioniresponsesilegréorgcomm_purchasing101909.doc
ce:  Theresa Kehose, Senate Democratic Caucus Staff

Jenifer Parsons, House Democralic Caucus Staff

Dwayne Ferguson, LSA

Lagistative Liaisons

Legislalive Log

1126 Aurora Avenue « Urbandale, lowa 50322-79056 » Phone 515-281-3934 » Fax 515-281-6420
www. state.fa.us/educate/regents
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Attachment
Qctober 19, 2009

Page 2

Best Practices for Procuremient

The following recommnendations are based upan the agsumptions that Procurenient can achieve cost containment and
savings by implenenting best practices in coniracting. [t should be noted thut werely adding volume does not
necessarily achieve cost savings. Other factors may be more important 16 suppliers than volume alone. In order to
provide a more delailed response, ateview of Procurement processes would aid in being able 10 more [ully
recommend changes that would enbance the savings to the organization.

Improve Spend Manapement

When preparing to solicit bids or proposals, the procurement process should include working closely with
the customers who will be using the products/services and ascertain their approximate annual needs by
location. The praocurement process should include customer representatives in the evaluation process.

Invoivement of these internal tustomers is critical for establishing effective contracts and increasing
utilization.

The procurement process should include fine item detail on contract spend in order to make the
competitive bid process more effective. If line item detail is not available in the procurement system, this
information can be requested from the supplier. The neads of the customer may change over time and
respansiveness to those changing needs will help establish effective contracts.

Certain commaodities lend themselves to group purchasing contracts. Where it makes sense to do so,
opportunities for collahorative contracts should be investigated and utilized.

Improve Vendor Performance

Competitive awards to one supplier or at most a primary and secondary supplier most often provides the
best value contract. Doing so makes it clear to the suppliers that they must compete or be shut out of all
business. Maximizing competition is a sustainable method of achieving best pricing. Centralized
distribution and/or central warehousing can affect the pricing model available from the supplier.

Contracting for customers with different distribution methods will affect the final price and thus not all
products will fit this model,

Managing contractual refationships and contract compliance is essenttal to a successful procurement
process. Encouraging the use of contracts that represent an exceflent value to those customers ensures a

spuceessful contract. Comgpliance reviews with major suppliers and customers who pracure from those
contracts should be conducted en a periodic basis.

Improve Processes & Etficiency

Procurement’s funding should not be dependent upon supplier arrangements and rebates. This funding
maodel ensures that the services provided ara to obtain the best value contracts for the customer.

Paymaent terms and prompt payment discounts should be set for 20 days or less to allow the supplier to
provide the best pricing.

The procurement procass sheuld include an expanded use of a precurement card program te increase
volume and rebate opportunities. Best practice procurement card programs include the establishment of

appropriate controls, oversight, and processing in order to achieve an efficient process for the
procurement of goods and services.

Leverage Technology

Best practices have shown that an electronically hosted, web-based, contracts portal will drive
procurement spend to master contracts and ensure that contract pricing is utilized, Such a contrack portal
would host Procurement’s master contracts that are competitively bid and awarded to one supplier. The
portal should be interfaced with the payment process, which could expedite payments, provide line item
details, and enable better access to information.
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EXHIBITD
University of lowa and University of Northern lowa Purchasing

University of lowa Purchasing Accounts Payable and Travel Departmental Overview

The Purchasing, Accounts Payable and Travel Departments were combined into one unit under
the Director of Purchasing in 1998. The strategic goal of all departments for the last ten years
has been to transition all forms from paper to web based transactions. The following forms
have been converted to web based processing: Purchase Order, Purchase Order Voucher,
Requisition, Request for Quote/Proposal, Procurement Card Voucher, Miscellaneous Voucher
and Travel Expense Voucher. The transition to web based transactions and approvals has
allowed the department to reduce administrative costs, improve turmnaround time for processing
and improve overall service to campus departments.

FY 1998

+ PeopleSoft implementation PeopleSoft: The business financial software system being
used by Purchasing and Accounts Payable.

o APPO Web access fo campus — enabled campus to access their data immediately
instead of waiting for overnight processes.

» Purchasing, Accounts Payable and Travel Combined under Director of Purchasing

FY 1999

+ Implementation of Web Voucher CVs — automated campus assess to correct expense
allocations.

« Implementation of Multiple Trave! Agencies

FY 2000:

¢ Designed and implemented VendorTrac — Vendor access to their purchase orders,
invoices and payments. Reduce the number of calls and inquiries that our staff had to
answer or redirect.

« Reduced temporary, student and overtime costs.
» Automated the creation of the credit card voucher with FSST.
» Decreased LSO use for student organizations by issuing procurement cards.
e Pilot group for travel purchases on the Ul procurement card.
FY 2001:

- Email noftification of voucher reports and scanned invoices to campus. Reduce paper
and toner costs as well as FTE resources for distribution.

+ Completed review of Purchasing, Travel and AP Units.
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Implemented electronic feed of FIRES, Flex Benefit and orientation vouchers into
PeopleSoft. Reduced data entry of paper vouchers - .25 FTE

Procurement Card transactions available via the web application.

Completed Accounts Payable and Purchasing Contract review with Loder and Drew
Audit - minimal findings.

Cross fraining of Purchasing Agents for Computer Equipment, Food and UIHC
commodities.

Blanket Order team for review of the blanket order process.

Reduced temporary, student and overtime costs.

FY 2002:

Changed check printing from 5 to 3 days per week — reduce check processing cost by
20%.

Eliminated matching and paper voucher reports by training campus on APPO Web
application — Reassigned FTE to other tasks.

Completed upgrade to PeopleSoft Release 7.5
[nitiated Travel Procurement Card Pilot Program.
Issued Procurement Cards to Accounts Payable staff to pay non-po vouchers.

Implemented web based PCard reconciliation to retrieve P-card transactions from the
bank on a daily basis.

Combined the Invoice Processing Team and Data Entry teams into one as well as the
AP, Travel and Procurement Card audits.

FY 2003:

Implemented PRegs — Web based Requisition System
Travel expenses on the Procurement Card rolled out to all campus cardholders.

Eliminated paper Purchase Order copies to departments. Reduction in paper and toner
costs.

Implemented ACH functionality of PeopleSoft — reduce check paper and toner costs.
Eliminated all temporary and student help.

Worked with UIHC on their Supply Chain Management Initiative and developed the
Strategic Procurement Partnership.

Implemented APPO PeopleSoft Decision Support.

Total dollars purchased on purchase orders increased by 2% while the number of
purchase orders issued increased by 1%. This reflects the University’s effort to utilize
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State, Regent, and Group cooperative agreements, reduce the number of blanket orders
issued annually and utilize the procurement card for low dollar purchases.

Developed plans for implementing additional e-procurement features to the web
requisitions such as on line catalogs, contracis, reverse bidding and EDI.

~ FY 2004

Implemented web based RFQ/RFP system for purchasing.
Developed specifications for ProTrav and e-Vouchers.

Participated in the development of the UIHC Procurement Services Department and
opened the UIHC branch of Purchasing.

Reduced UIHC blanket order purchases by moving their medical supplies to Master
contracts and developed PREQS item ordering.

Implemented scanned documents in Pregs. Elecironic attachments.

By the end of the second quarter of FY 2004, the University implemented an electronic
payment with a pharmaceutical vendor to save an additional $100,000 per year.

Review software for reverse auctioning. Initial reports show considerable savings when
used with certain commodities.

FY2005

Implemented ProTrav — Procurement and Travel web based reconciliation system.
Implemented e-Vouchers — web based voucher payments.

Add document aftachment functionality to ProTrav.

Implemented bulk voucher EDI application for research subject reimbursement.

Work with FSG to develop procurement standards for the purchase of energy saving
products.

One Stop procurement application implemented to encompass Preqs, evouchers and
ProTrav. '

Purchasing continues to review low dollar purchases to combine purchasing power of
the procurement card and blanket purchases for additional discounts by creating Master
Agreements with vendors.

Campus procurement training will be enhanced, emphasizing negotiation skills with
vendors and how to utilize Purchasing’s services to obtain the lowest cost.

Joined State of lowa Strategic Sourcing Team to review statewide purchases.
Provided the strategic sourcing project with spend data from FY2003 and FY 2004.

Continued to work with UIHC on Strategic Procurement Partnership
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Continued to reduce UIHC blanket order purchases by moving their medical supplies to
Master coniracts.

Worked with the College of Dentistry to implement PReqs item ordering.
Completed upgrade to PeopleSoft 8.8 with the implementation of General Ledger.

Negotiated the extension of Xerox recycled and virgin paper for the Regent Institutions
and State Agencies at the lowest truck load pricing compared to the pricing received
from a reverse auction by the CICPC.

Participated in the CICPC RFP for underwriter insurance for maintenance agreement To
Specialty Underwriters with current savings of over $350,000 over the life of the contract.

Improved process of recording purchasing agent savings by departments and display
savings on Purchasing Department Web page.

Enhanced purchasing financial analysis of RFQ/RFP’s and to improve web reporting.

Participated as the lead agency for the Regent Institutions in the successful awarding of
a cost per copy contract.

Participated as the lead agency for the Regent Institutions in the leiting of a RFP for
express freight services. An award was not made as our current pricing was significantly
better than the proposals.

Completed review by Organizational Effectiveness Unit.
Increased the dollars spend with lowa Prison Industries.

Implemented scanned images to the web-based voucher application, e-Vouchers and
ProTrav.

implemented 3000 monthly Medical Services vouchers via EDI reducing the number of
manually data entered vouchers by AP.

Completed the upgrade to PeopleSoft 8.8.

Expanded ACH payments Ul employees and increased the number of ACH payments to
vendors by 50%.

CY 2006 Purchasing Unit Accomplishments

Completed Wave One of the AT Kearney Strategic Sourcing project.
Director of Purchasing installed as the Chairperson of the CICPC for a three year term.

Received the “Achievement of Excellence in Procurement” award from the National
Purchasing Institute

Implemented a web-based vendor application process for maintaining and updating
vendor records.
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¢ Implemented E-Procurement features to PRegs (item and coniract search)

¢ Continued to work cooperatively with other Regent institutions and state agencies fo lock
for opportunities for savings.

o Worked with lowa Biotech Association members to competitively bid scientific supplies
and laboratory furniture. Awards were made for scientific supplies to Fisher Scientific as
primary and VWR as secondary. Awards were made for laboratory furniture to Fisher-
Hamilton as primary and Innovative Labs as secondary.

¢ Completed reorganization of department by creating two separate unites: contract
management and strategic sourcing.

¢ Process of posting bids reduced to one website.

e Implemented a new mulfi-line bulk voucher specifically for Medical Services refunds.
This was done to reduce the number of vouchers sent to workflow and will make the
process of auditing them more efficient.

o Expanded ACH payments o Ul employees and vendors. Number of checks cut
decreased by 6%. The total dollar of checks issued decreased by 6%. The number of
ACH vendors signed up for ACH payments increased by 226%. The total doflars of ACH
payments increased by 104%.

» Completed bank migration project including bank platform migration resulting in campus
card re issuance, enhanced point of sale transactional data, and improved administrative
reports. Increased single transaction limit on Procurement Cards to $3,000.

o Created an electronic Procurement Card Agreement form that utilizes Workflow
approvals.

* Increased Travel Expense Voucher (TEV) and Cash Advance (CA) payments made fo
FAC/STAFF via ACH to ~90%.

¢ Renewed Procurement Card contract with current card provider — higher rebate
percentage and signing bonus.

CY07 Accomplishments

» Converted National Institute of Government Purchasing (NIGP) commodity codes to
United Nations Standard Products and Services Code (UNSPSC) to standardize on a
commodity code more widely used by our vendors and the CICPC Institutions. This
code will allow for more detailed reporiing for our strategic sourcing initiatives.

s Implemented Reverse Auction Software

« Engaged strategic sourcing purchasing agents in process {o reduce the dependency on
blanket order purchases.

» Completed Unit Review of Purchasing, Accounts Payable and Travel
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» Developed process for Purchasing Agents to utilize procurement cards for certain
purchases insiead of issuing Purchase Orders; i.e. Maintenance agreements,
computers, and audio visual equipment.

« Implemented incoming freight discount program.
+ Implemented the Technology Allowance Policy.

¢ Implemented Library voucher load to PeopleSoft.

CY08 Accomplishments

» Implemented PeopleSoft Inventory and Purchasing modules at UIHC.
s [mplemented the transmission of purchase orders via XML or automated faxing.
¢ Implemented Sourcing Manager - eBid.
« Implemented e-procurement features to PRegs (item, contract and catalog search)
o Implemented new form “Order by Supply items(s) and Shopping Cart features to

PReqs to enable UIHC to order items directly from their warehouse as well as from
catalogs.

o Added improvements in functionality to PRegs enhance PReq’s favorites, create and
send an email to the requester when the PO has been dispatched

o Changed PRegs Workflow to dollar limit of $3000 for low doliar orders.
o Implemented receiving for UIMC.

o Enhanced PReqgs security: Create User and Requester relationship, create an on-
line PReqs Access/Requester form that will be routed via workflow, Assign
Catalogs to Requesters, Assign a default MFK to Requesters, Workflow Threshold
limits for Non-stock orders.

» Completed the Exclusive Pouring Rights Contract.

« Completed Board of Regent and SUI Sustainability Policy.

e Provided support for flood related purchases.

e Incorporated the paper payroll voucher to be part of the e-voucher system.

e Transitioned freight payments to Procurement Card by including a point of sale
transaction data file to ProTrav, savings of $40,000 by eliminating the use of a third party
vendor for processing payments.

o Converted 3000 monthly med service vouchers to bulk evouchers.

e Converted Library vouchers to EDI PeopleSoft vouchers.
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* Required all supporting documentation for ProTrav and eVouchers to be scanned and
attached at the department.

¢ Increase ACH vendor payments to $251,814,565 or 35% of total payments.

¢ |mplemented new policy for out of state meal per diem to reflect the specific city federal
per diem amount.

« Introduced Procurement Card Cash Advances to Study Abroad Program.

¢ Designed/Created ProTrav Travel Reports

CY09 Accomplishments

* System Implementations/Process Improvements Resulting in Measurable Cost Savings
~$12M

e Purchasing Master Contract Negotiations/Competitive Bid Savings (Includes
UIHC):

Savings is derived from sfrategic sourcing efforts which include transferring
purchases to Master agreements, negotiating additional rebates, voilume discounts
and standardization on products.

o FYO09 - $10,044,644
o FY10-$788,694

¢ eBuy: (implemented May 09 — 1 yr. post production projected savings)

o Renegotiated/Redirected Spend Contract Savings $100,000
o Technology Fee $150,000 '
o Recouped contract savings - $10,000
o 1.75 FTE reassigned work - $100,000
o MIGS — mainframe expense
o Transitioned Check paymenis to Ghost/Credit Card
* |ncreased Rebate/Revenue - $80,000
» Scanning Cost Savings - $10,000

= Invoice Data Entry Savings- $10,000 - With the implementation of the
ghost card PO vouchers have been reduced by 1342/yr or 53.68 groups
per year. This saves about 1 hour of processing time per week.

» Procurement Card/ProTrav/Travel:

o PA/Auditor 1ssued PA cards used to process supplier payments as opposed to
check resulting in increased rebate/revenue share - $45,000
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Eliminated cost of processing checks for referred to above payments (.95 cents
per checks saved equated to # of transactions 1005) - $1,000

» Procurement Card Cash Cards (OFSA & Research Subjects)- Reduced
expenses associated w issuing cash advances - $20,000

» Transitioned ~60% of expenses dispersed through cash advancss to actual
p-card transactions through this program - $96,000 transitioned — equates to
increased rebate of $1500

Renegotiated Procurement Card Contract (October 2008 — October 2011)

¢ Resulting in improved rebate revenue share $132,000 per yr +$100,000
signing bonus

Required Scanned Attachments - $10,000
Freight Transition
e Eliminate Software/Supplier —Data2Logisitics - $46,000
Increased Rebate Revenue - $20,000
Copier/Lease Transition to PCard —FY09 to date =~$12M
e Increased Rebate Revenue - $198,000.

PeopleSoft —Items/ ePro Savings:

o]

o}

Flex Spend transition payment from check to ACH - $9,000

Eliminated duplicate copy of capital equipment voucher report fo campus -
$2,000

Eliminated copies of invoices for FSG and Animal Care - $2,000

For orders with PS items and receiving required, if the voucher is greater than
$10,000 voucher is not printed - $5,000

eBid: (implemented May 08) Savings:

Realized cost saving from the following; - $50,000

e}

o

o}

Eliminated issuance of paper bids
Exclusive Electronic Bid Response

Process efficiency gains recognized through electronic bid response review and
award
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University of Northern lowa Purchasing

Total Spend FY 2009*

Purchase Orders Spend FY 2009
Procurement Card Spend FY 2009
Remaining Spend FY 2009

Purchase Orders Spend FY 2009
Procurement Card Spend FY 2009
Total Purchase Orders and Procurement Card Spend

UNI Competitively Bid

State Contracts

Joint Regents - includes Educational Discounts such as Apple
Consorfium

lowa Prison Industries

Total Dollars purchased on POs through competitively bid contracts

Martin Brothers

Koch Carbon - generation of ufilities through the Power Plant

Terry Durin - Electrical loop distribution

Farner Bocken

Pepsi Cola

Scientific Supplies other than Fisher Scientific

lowa Limestone - used to generate uiilities through the Power Plant
Avaya Inc

Kipp & Zonen - Microscope

lowa Business Machines - toner (now moved to office supply coniract)
UNI Competitively Bid - breakdown of items in excess of $200,000

* This spend includes payments made through our Accounts Payables system which
may be difficult or impossible to bid. Some examples are identified below.

Travel {including Camp Adventure)

Scholarships & Fellowships

Payments for GBPAC Performers

Library

Honorariums

Employee Reimbursements

Contracted Services not processed through a PO

$111,172,851.00
$30,723,627.00
$6,602,371.00
$73,846,953.00

$30,723,527.00
$6,602,371.00
$37,325,898.00

$18,606,216.73
$511,778.24
$3,159,802.71
$474,533.05
$460,577.00
$23,212,907.73

$4,014,658.00
$1,656,250.00
$568,500.00
$541,011.00
$545,196.00
$416,216.25
$384,500.00
$343,778.15
$269,750.00
$235,000.00
$8,974,859.40

$9.7 million
$9.4 million
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EXHIBIT E

Property and Lease Information

The Des Moines Register requested property and lease information on February 19, 2009. The
attached data is from that request. The first workbook includes worksheets with separate
building and land information for each institution.

The second workbook includes information on the leases for the Regent institutions. This report
includes institutionally-approved leases, as reported to the Board Office through June 30, 2008,
and Board-approved leases through the February 2009 Board meeting. The third workbook lists
tenant property rentals.
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