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\\‘ ’// Program Fact Sheet

Arizona Board of Regents
Governance Program

Services: The Board’s largest program, the Governance Program, provides the following
services!: 1) strategic planning; 2) financial policy and oversight, including review and
analysis of tuition and university budgets; 3) capital development analysis; 4) administra-
tion of several assistance programs; 5) coordination of compensation and benefits packages
for the university system and Equal Employment Opportunity and affirmative action ef-
forts; 6) coordination and recommendations on academic requirements and standards; 7)
conducting internal audits of the universities; 8) reviewing public outreach strategies for the
Board, and 9) participation in public meetings.

Revenue: $11.5 million Facilities:
(fiscal year 2001)
The Board owns no facilities. It leases space for
$35.07 oy its central office located at 2020 N. Central Ave-
L Ssoorl | nue, in Phoenix. Board meetings are held on a
3 S2501 rotating basis at each of the three state universi-
5 $20.01 ties
2 $1501{] |
2 s1004] |
s T D D Equipment:
= $5.0 1 q p
$0.0 A . .
1999 2000 2001 The Board owns only standard office equip-
|E| University Building Renewal B Operating Expenditures | ment.

Governance Program Mission:

1 In fiscal years 1999-2001, the Board also received approx a = 2
mately $500,000 in funding from the universities to help \D To assist the Board and the
support the Board’s Central office. universities In Setting p0|icy

and establishing planning cri-
) teria for the Arizona Univer-
PerS(_)nneI: 35 full-time staff sity System and in overseeing
(fiscal year 2001) and evaluating fiscal and pro-
Administrative Clerical Staff grammatic areas.”
(5.6) ©)

1 The Board of Regents also has a Financial
Assistance Program that administers two pro-

Professional Staff i
(22.4) grams that benefit students and teachers.
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Governance Program Goals (fiscal years
2001-2003):

1. To assist the Board in making well-
informed policy decisions.

2. To communicate with universities and
their constituents and stakeholders on
Board policies and initiatives.

Adequacy of Goals and Performance
Measures:

The Governance Program’s two goals ap-
pear to be appropriate for its mission, and it
has established seven performance measures
that correlate to its goals. A review of the
Board’s performance measures indicates
that the Board has established only outputs
or outcomes as performance measures.
Therefore, the Board should:

B Establish input measures. Input meas-
ures indicate the amount of resources
needed to provide a particular product
or service, such as the number of Board
staff working on specific policy initia-
tives or overseeing university functions,
or the number of hours the Board ck-
votes to a particular project.

m Establish efficiency measures. Efficiency
measures reflect the cost of providing a
program or service, such as the length of
time the Board takes to implement a pol-
icy initiative or oversee a university func-
tion, or the cost of a Board internal audit.

B Establish quality measures. Quality
measures emphasize reliability or re-
sponsiveness to the customer or stake-
holder, such as ensuring taxpayer money
Is used most effectively throughout the
university capital development process
or the number of sevenyear academic
program reviews conducted by the uni-
versities to ensure program quality.
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SUMMARY

The Office of the Auditor General has conducted a performance
audit and Sunset review of the Arizona Board of Regents (Board)
pursuant to a June 16, 1999, resolution of the Joint Legislative
Audit Committee. This audit was conducted as part of the Sun-
set review set forth in A.R.S. 841-1951 et seq.

The Arizona Board of Regents is charged with the responsibility
of governing the State’s university system. Article Xl of the Ari-
zona Constitution created the Board and provides it with general
authority to supervise and control the State’s universities. Stat-
utes establish more specific powers and duties, including setting
tuition rates and admission requirements, and overseeing uni-
versity operations, including reviewing requests for capital pro-
jects and operating budgets.

Board Has Made Progress
in Addressing Policy Issues
(See pages 9 through 13)

The Board has made considerable progress in addressing policy
issues since a 1991 Auditor General performance audit (see Re-
port No. 91-9), but should make some decisions regarding issues
raised in recent statewide planning efforts. After the 1991 audit,
the Board sought statutory authority to delegate more responsi-
bilities to the universities. The Legislature’s 1992 amendment to
A.R.S. 8151626 permitted the Board to focus more attention on
policy issues instead of operational details. As a result, the Board
has been able to attend to such issues as faculty tenure, patents
and other intellectual property deriving from faculty research,
improving the undergraduate student experience, and planning
and managing capital assets.

The Board participated in two statewide education initiatives,
the 2000 Arizona Town Hall and the 1999-2000 Governor’s Task
Force on Higher Education. These groups made numerous rec-
ommendations regarding higher education in Arizona. As the
State’s policy-setting body for the public university system, the
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Summary

Board should take the lead on some of these suggestions. While
some action has been taken to identify and implement a number
of key recommendations from each of these reports, the Board
has not systematically reviewed each of these recommendations
to determine which ones it will adopt. Once it has identified
which recommendations it should adopt, the Board should prni-
oritize them and either implement them or delegate them to the
universities.

Board Should Strengthen
Oversight of Information Technology
(See pages 15 through 18)

Although the Board has established reasonably extensive over-
sight practices with respect to university functions such as capital
projects and accountability for undergraduate education, it
should strengthen its oversight of information technology pro-
jects. The Board has not established a process to adequately over-
see such projects which can cost several million dollars. Unlike
other state agencies, the universities do not have to submit their
info rmation technology projects to the Government Information
Technology Agency (GITA) for review. The Board has delegated
IT project review to the Council of Presidents, a body comprising
the three university presidents and the Board’s executive direc-
tor. The Board receives only an annual list of projects costing
over $1 million, without any information detailing the need or
justification for such projects. To better ensure that university IT
projects are appropriately planned and coordinated, the Board
should establish a review process that is substantially equivalent
to GITA’s process. This process should include a review of fac-
tors such as development costs and operating costs, proposed
technology, major deliverables, other alternatives considered,
and benefits to be achieved.
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Summary

Board Should Continue

Its Progress in Developing
Arizona Regents University
(See pages 19 through 24)

The Board has made significant progress establishing its new
distance-learning program, Arizona Regents University (ARU),
and will need to address additional issues as it continues to
move the program forward. The Board intends ARU to increase
university access by offering courses and degrees online from the
three universities. The Board has already made several strategic
decisions regarding ARU’s overall scope, its degrees, and its tar-
get population. For example, it has initially allocated $2 million
annually for ARU from the Proposition 301 initiative for educa-
tion and workforce development. Additionally, it conducted a
statewide survey of employers and potential students to assess
the demand for distance-learning education. Finally, it has de-
termined that ARU wiill initially offer degrees in three areas. en-
gineering, nursing, and education.

Although the Board has addressed several strategic issues relat-
ing to ARU, it will need to address some additional issues as it
continues to implement the program. For example, the Board
needs to conduct additional research on the demand for ARU’s
programs, such as the groups who would likely enroll in ARU’s
programs. Additionally, although the Board has decided to ini-
tially offer degrees in engineering, nursing, and education, it will
need to decide whether ARU will offer degrees in other areas.

ii
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INTRODUCTION AND BACKGROUND

The Office of the Auditor General has conducted a performance
audit and Sunset review of the Arizona Board of Regents’ Gov-
ernance Program pursuant to a June 16, 1999, resolution of the
Joint Legislative Audit Committee. This audit is conducted un-
der the authority vested in the Auditor General by AR.S. 841-
2951 et seq.

Board Responsibilities

The Arizona Board of Regents (Board) is responsible for govern-
ing the State’s university system. Article XI of the Arizona Con-
stitution created the Board, and statutes provide it with general
authority to supervise and control the State’s universities.

The Board is divided into two programs: Governance and Finan-
cial Assistance. The Board’s largest program, the Governance
Program, is responsible for the majority of the Board’s activities
and has as its mission:

“To assist the Board and the universities in setting policy and
establishing planning criteria for the Arizona University Sys-
tem and in overseeing and evaluating fiscal and programmatic
areas.”

The Financial Assistance Program administers two programs:
the Western Interstate Commission on Higher Education
(WICHE), which supports students who choose careers in areas
not offered by Arizona’s state universities, and the federally
funded Eisenhower Grants, which support projects for teachers
in elementary and secondary math and science education. Be-
cause the WICHE program was reviewed by the Auditor Gen-
eral’s Office in 1997 (see Report No. 97-8), this audit did not re-
view the Financial Assistance Program.
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Introduction and Background

State statutes (A.R.S. §15-1621 et seq) establish the Board’s more
specific powers and duties. Under this authority, the Board is in-
volved in such activities as:

Setting tuition rates and admission requirements;

Establishing curricula and designating courses which will
best serve the interests of the State;

Establishing policy initiati ves for the universities, such as im-
plementing new personnel policies related to faculty tenure
and research; and

Providing oversight to some university gperations, such as
reviewing their requests for capital mprovement projects
and operating budgets.

Arizona’s State Universities

The State’s three universities are as follows:

Arizona State University (ASU)>—The main ASU campus is
in Tempe. Addition-

ally, there are two |Photo 1 ASU Old Main |
ASU branches in
Maricopa County—
ASU West in Phoe-
nix and ASU East in
Mesa. ASU also op-
erates the ASU
Downtown Center
in central Phoenix.
As of spring 2001,
there were approximately 48,000 full- and part-time students
attending the ASU campuses for a broad range of baccalau-
reate through doctoral programs.
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Introduction and Background

B University of Arizona (UA}—The main UA campus is in
Tucson and its branches include the Arizona International
College, a liberal arts
college, and a branch
campus in Sierra
Vista. As of spring
2001, approximately
32,000 full- and part-
time students were
attending UA cam-
puses for a broad
range of baccalaure-
ate through doctoral
programs.

Photo 2: University of Arizona
Mall

B Northern Arizona University (NAU)»—The main NAU cam-
pus is in Flagstaff, with additional NAU sites located in
Yuma, Kingman, Prescott, and 25 other sites located
throughout the State. As of spring 2001, approximately 19,000
full- and part-time students were attending NAU campuses
for a broad range of baccalaureate through master’s pro-
grams, and several doctoral programs.

Photo 3: Northern Arizona University
Campus at Night

Organization, Staffing,
and Budget

The Board has 12 members, including the Govemor and the Su-
perintendent of Public Instruction, who serve as ex-officio mem-
bers. The Governor appoints the remaining members, including
2 student representatives. With the exception of the student rep-
resentatives, each appointed member of the Board serves an
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Introduction and Background

eight-year term. Until 2001, the Board had only one student
member, who served a one-year term. A.R.S. 8151621, passed in
2000, added a second student representative and established a
two-year term for each one. During the first year of the two-year
term, a student representative has no voting rights, but may vote
during the second year. Student representation rotates among
the three universities.

The Board has one office located in Phoenix. An executive direc-
tor heads the staff, and the office is authorized 34 additional full-
time equivalent staff: 5.6 administrative personnel, 22.4 profes-
sional personnel, and 7 clerical personnel. The Board also has its
own legal counsel, who advises the Board on legal matters.

Board staff provides technical assistance to the universities in the
areas of budget preparation and academic requirements and
standards. The Board also has established the Council of Presi-
dents, which comprises the presidents of the three state universi-
ties and the Board of Regents’ executive director. Finally, the
Board has established several committees composed of Board
members appointed by the president. These committees make
recommendations to the Board in such areas as strategic plan-
ning and public awareness.

The Legislature appropriates monies to the Board from the
State’s General Fund. As illustrated in Table 1 (see page 5), the
Board received approximately $11.5 million in revenue for fiscal
year 2001, including $8.8 million for university building renewal
programs. Approximately $1 million of the Board’s revenue
was Ge neral Fund appropriations.

Audit Scope and Methodology

Audit work focused on the Board’s performance in two main ar-
eas: addressing policy initiatives and overseeing certain univer-
sity functions. Both of these areas were addressed in the Auditor
General’s last performance audit report of the Board, which was
issued in 1991 (Report No. 91-9). Since the 1991 audit, the Board
has made improvements in both areas, but can make further im-
provements. This audit contains three findings and recommen-
dations related to these policy and oversight responsibilities:

OFFICE OF THE AUDITOR GENERAL



Introduction and Background

Table 1

Arizona Board of Regents
Governance Program
Statement of Revenues, Expenditures, and Changes in Fund Balance
Years Ended June 30, 1999, 2000, and 2001
(In Thousands)
(Unaudited)

1999 2000 2001
Revenues:
General Fund Appropriations:
Operating $ 2,065.8 $ 2,102.2 $ 2,143.8
University building renewal 2 32,031.7 8,128.1 8,804.6
Funding from state universities 3 500.1 549.1 530.2
Total revenues 34,597.6 10,779.4 11,478.6
Expenditures:
Personal services 1,616.6 1,695.6 1,720.3
Employee-related 295.7 304.8 305.2
Professional and outside services 56.6 107.7 55.2
Travel, in-state 442 345 46.8
Travel, out-of-state 232 124 157
Other operating 424.1 457.3 462.9
Equipment 58.3 414 70.7
Univers ity maintenance and repair 2 32,031.7 8128.1 8.804.6
Total expenditures 34,550.4 10,781.8 11,4814
Excess of revenues over (under) expenditures 47.2 (2.4) (2.8)
Fund balance, beginning of year 313.1 360.3 357.9
Fund balance, end of year $ 3603 $ 3579 $ 3551

1 Excludes financial activity of the universities’ land-related trust accounts. In accordance with A.R.S.
815-1662, the Board maintains various trust accounts for monies from the lease, sale, or other disposi-
tion of donated lands or property. The principal must be held intact, but rental and interest earnings
are distributed to the universities.

2 Amounts are appropriated to the Board to manage and distribute monies for major university build-
ing maintenance and repair.

3 Amount received from the universities to help support the Board’s central office.

Source:  Auditor General staff analysis of the Arizona Financial Information System (AFIS) Accounting
Event Extract File, AFIS Status of Appropriations and Expenditures report, and the Board’s sched-
ule of nonappropriated revenues and expenditures for the years ended June 30, 1999, 2000, and
2001.
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Introduction and Background

B Although the Board has made considerable progress in a-

dressing policy issues, it should decide how to address rec-
ommend ations from two recent statewide planning efforts;

While the Board has reasonably extensive oversight proce-
dures regarding university functions, such as capital projects
and accountability for undergraduate education, it can
strengthen its oversight of the universities’ information tech-
nology projects; and

The Board has made significant progress in implementing its
distance-learning initiative, Arizona Regents University, and
should continue to address additional planning issues to en-
sure its success.

This audit used a variety of methods to study the issues pre-
sented. Specifically:

B To determine whether the Board effectively identifies and

prioritizes policy initiatives arising from two recent statewide
education planning efforts, auditors reviewed information on
selected policy initiatives from Board meeting minutes and
agenda materials, Board policy manual sections, Board and
task force reports, and committee notes. Auditors also inter-
viewed eight current and three former Board members,
Board staff and university officials, and the chairs of two ex-
ternal task forces.

To evaluate whether the Board has established adequate
oversight over certain university areas, auditors reviewed
and analyzed reports that Board members use to monitor
and assess university performance, and interviewed current
and former Board members, management, staff, university
officials, and other interested parties. Auditors also reviewed
statutes, rules, policies, and procedures, including those per-
tinent to the universities’ capital improvement and informa-
tion technology projects. Additionally, auditors attended
Board study sessions and meetings, and reviewed meeting
minutes and the Board’s Web site.

To evaluate the process the Board made in planning and im-
plementing the Arizona Regents University (ARU), auditors
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Introduction and Background

reviewed articles and studies on distance-learning programs,
Board research on ARU, and Board meeting minutes and
agenda materials. Additionally, the team interviewed Board
members, staff, and university officials involved with ARU
as well as administrators from other distance-learning pro-
grams, including Kentucky’s Virtual University and the
Texas and Georgia university system programs. Auditors
also attended two ARU committee meetings and a tri-
university workshop on ARU planning.

This audit was conducted in accordance with government audit-
ing standards.

The Auditor General and staff express appreciation to the Board
of Regents, its executive director, and staff for their cooperation
and assistance throughout the audit.
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FINDING |

The Board has improved
its ability to address pol-
icy issues.

BOARD HAS MADE
PROGRESS IN ADDRESSING
POLICY ISSUES

The Board has made considerable strides in its ability to address
policy-related issues, but should make decisions on ideas raised
in two statewide planning initiatives. Since the last performance
audit ten years ago (Report No. 91-9), the Board has focused
much more of its atte ntion on policy matters. As a result, it now
plays a much greater role in setting direction on such matters as
faculty tenure and research, undergraduate education, and capi-
tal projects at the three state universities. The Board participated
in two recent statewide education planning efforts, and should
now identify and prioritize which recommendations it or the
universities should implement.

Prior Audit Found That
Board Focused
on Operations

The 1991 performance audit of the Board found that it focused
too much atte ntion on operational details and too little on policy
issues. That audit also found that the Board needed to reduce the
operational items on its agenda and devote more attention to
strategic and policy issues, such as enrollment management,
funding for universities, and implementation of branch cam-
puses. To allow the Board to focus more on policy areas, the au-
dit recommended that it seek statutory authority to delegate
some responsibilities to the universities and its central office. In
1992, through an amendment to A.R.S. §15-1626, the Legislature
provided the Board with statutory authority to delegate respon-
sibility for some governance and administrative functions to the
universities and Board staff.
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The Board has made it
easier to transfer courses
from community colleges
to the universities.

Board Has Addressed
Many Policy Issues

Much has changed since the 1991 audit. The Board has focused
much more of its attention on policy issues related to faculty,
students, and capital resources.

Faculty tenure and research—The Board has implemented
new faculty personnel policies related to tenure and research.
For example, the Board implemented a process to review
faculty who have already received tenure. As a result, ten-
ured faculty who receive unsatisfactory performance evalua-
tions must now develop a plan for improvement and may be
subject to dismissal if they do not complete it. Additionally,
the Board amended its policy regarding patents in 1999 to
approve a new, comprehensive policy framework for the
transfer of intellectual property to industry. Unlike the old
policy, which covered only patents, the new policy covers the
transfer of all forms of intellectual property, including pat-
ents, copyrights, and other discoveries with potential com-
mercial value.

Quality of undergraduate education—The Board has been
active in policies designed to improve the undergraduate
student experience. For example, the Board implemented a
new course-transfer agreement in 1999 in partnership with
the State Board of Directors for Community Colleges. As a
result, community college students could transfer to the uni-
versities entire 35 credit-hour blocks of general education
courses and 3 system-wide community college degrees. Also,
with Regent and faculty leadership, the Board identified
promoting learner-centered education as a strategic direction
for the university system. According to the Board, the
learner-centered approach emphasizes that people learn in
different ways, and provides students with more opportuni-
ties to work in groups, conduct individual student research,
use online coursework, and obtain field experiences in addi-
tion to attending classroom lectures. To measure the universi-
ties’ progress toward meeting learner-centered education
goals, the Board now requires the universities to establish
learnercentered outcome measures for all new academic
programs.

10
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B Capital asset planning and management—The Board has
also approved and mplemented many changes related to
capital assets. Many of these changes stemmed from rec-
ommendations made by a 1997 private sector task force, the
Committee for External Review of Capital Assets (DeMichele
Committee). For example, under the Board’s direction, the
universities now report all sources of funding for their capital
improvement plans, including state appropriations, tuition,
and other sources; have adopted guidelines to ensure class-
room space is efficiently used; and have established space
committees to review space issues on an ongoing basis. The
Board also approved a policy change to streamline steps in its
process for reviewing university capital projects.

B Board has participated in state-level education initia-
tives—The Board has taken some steps to become involved
with recent state-level education initiatives. Board staff pro-
vided assistance with the 2000 Arizona Town Hall Report,
which proposed several recommendations to improve higher
education policy in the State. Two Regents represented the
Board on the 1999-2000 Governor’s Task Force on Higher
Education, which developed proposals on meeting higher
education needs, improving teacher preparation, and maxi-
mizing the State’s economic development potential. Finally,
after the passage of the sales tax initiative, Proposition 301, in
2000, the Board developed a plan to allocate funding to the
universities for a variety of technology, research, and work-
force development programs.

Board Should
Address Additional
Important Issues

While the Board has made considerable progress in pursuing
many policy initiatives, it still needs to determine which policy
issues to pursue from two recent statewide planning efforts. The
Board devoted significant staff resources to both the 1999-2000
Governor’s Task Force on Higher Education and the 2000 Ari-
zona Town Hall. In addition, four regents and the executive di-
rector served as members of the Town Hall, and two other -
gents were members of the Task Force. Both groups examined

11
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the status of higher education in Arizona, and developed ru-
merous recommendations for improvement. For example:

B The Task Force made 32 recommendations including redi-
recting some baccalaureate -seeking students to the commu-
nity colleges, encouraging collaboration between the univer-
sity and community college systems to expand teacher certi-
fication programs, and developing an articulated master plan
for public education.

B The Town Hall summarized its many recommendations into
six key ideas, including integrating a liberal arts education
with preparing students for a technology-based economy,
balancing financial support between the student and the pub-
lic, and encouraging collaboration among educational institu-
tions.

Both the Task Force and the Town Hall pointed to evidence indi-
cating a need for action along several fronts. For example, Ari-
zona ranks 47t in the country in the number of students who en-
roll in college. In addition, the State is experiencing a severe
shortage of teachers. While the Board of Regents alone cannot re-
solve the State’s education system problems, the Board can take
the lead in some areas and collaborate with the State’s other two
education governing boards in others. For example, it could
work with the other boards to identify a process for developing a
master plan for public education, as recommended by both the
Town Hall and the Task Force.

As the policy-setting body for the State’s public university sys-
tem, the Board is the appropriate body to make decisions and
take the lead in acting on several of these recommendations.
However, while action has been taken to identify and implement
a number of key recommendations from each of these reports,
the Board has not systematically reviewed each of these recom-
mendations to determine which ones it will adopt. Once it has
done so, it should prioritize them in order to focus its efforts on
the issues that most require its attention, then implement them or
delegate them to the universities.

12
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Recommendations

1. The Board should identify which recommendations from the
Governor’s Task Force in Higher Education and the Arizona
Town Hall would be appropriate for it to adopt.

2. The Board should then prioritize the recommendations and
implement them or delegate them to the universities.

13
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FINDING Il

Board oversight of infor-
mation technology pro-
jects is virtually nonexs-

tent.

BOARD SHOULD
STRENGTHEN OVERSIGHT OF
INFORMATION TECHNOLOGY

The Board’s oversight of university information technology pro-
jects can be improved. It has reasonably extensive oversight pro-
cedures with respect to universities’ capital improvement pro-
jects, and performance measures in undergraduate education.
Howvever, oversight of the universities’ information technology
projects is virtually nonexistent. This is a particular concern be-
cause these projects are not subject to the reviews other state in-
formation technology projects normally undergo.

Board Performs
Some Oversight

The Board has established a reasonably extensive degree of over-
sight over some university functions. Specifically:

B Board oversees capital projects—The Board has a process
to exercise oversight over the universities’ new construction,
building renovation,

and infrastructure  photo 4: University of Arizona
projects, and contin- Student Memorial Union Kiva
Under Construction

ues to re-examine and
improve it. Specifi-
cally, Board policy fe-
quires it to review
every university capi-
tal development pro-
ject with an estimated
total project cost of $1
million or more. Re-
cent projects include a
student union and bookstore renovation project at UA with
an estimated total cost of about $60 million, and a social sci-
ences building with computer-ready classrooms at ASU

15
OFFICE OF THE AUDITOR GENERAL



Finding Il

with an estimated cost of $58.7 million. The Board follows a
systematic process for reviewing and approving such pro-
jects. Board review is required three times: at project initia-
tion, where the Board focuses on the strategic planning per-
spective for the proposed project; at conceptual approval,
where the Board eviews the project scope, schedule, and
budget; and at project approval, where the Board reviews the
completed design and construction documents. The Board
requires the universities to provide additional justification for
some projects. For example, at project initiation of the Sixth
Street parking and office building at UA, the Board directed
UA officials to provide further information regarding the
need for office space to be allocated to administrative staff be-
fore the project was gproved at the conceptual approval
phase.

B Board monitors university performance indicators—The
Board has also developed a system of accountability meas-
ures that establish oversight over the universities’ under-
graduate education performance. The Undergraduate Con-
solidated Accountability Report (UCAR), implemented by
the Board in 2000, contains 23 common performance meas-
ures to annually assess the universities’ progress toward the
Board’s goal of improving the quality of undergraduate edu-
cation at Arizona’s three public universities. For example, the
UCAR measures class size, retention and graduation rates,
and student contact with faculty. The Board holds the uni-
versities accountable for their performance in these areas by
requiring each university president to explain in writing why
performance declined or goals were not met, and to submit a
corrective action plan. The UCAR replaced three previous
reports and was designed to consolidate and streamline the
undergraduate reporting process, while still maintaining an
appropriate level of accountability.

Information Technology Projects
Lack Board Oversight

The Board has not established its own oversight for the universi-
ties” information technology (IT) projects. Rather, the Board has
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delegated most oversight to the universities. In contrast, most
other state agencies are required to submit their IT projects
through the Government Information Technology Agency
(GITA), which reviews and approves them. To ensure better
oversight, the Board should establish a review and approval
process for university IT projects that is substantially equivalent
to GITA’s process.

University IT projects do not receive Board review—The Board
has delegated to the universities most oversight for their IT pro-
jects, which can cost several million dollars. For example, the full
installation of NAU’s new Student Information System is &-
pected to cost over $8 million between fiscal years 2001 and 2004
and UA’s equivalent will cost approximately $13.5 million dur-
ing the same time period. University administrators approve
projects costing up to $1 million, and the Council of Presidents, a
body composed of the three university presidents and the
Board’s executive director, approves projects costing over $1 mil-
lion. The Board receives only a brief annual report, prepared by
the universities, which includes a listing of projects costing over
$1 million.

GITA reviews other agencies’ IT projects—In contrast, most state
agencies are rquired to submit proposed IT projects to GITA,
which examines the details and need associated with the pro-
jects. These other agencies must submit an extensive proposal to
GITA, including a detailed description of the project with all es-
timated development and operating costs, proposed technology,
major deliverables, other alternatives considered, and benefits to
the agency and the State. GITA staff review the proposals to en-
sure that they meet state IT standards, and send them back to the
agency if additional information or clarification is needed.
GITA’s review process benefits the State by providing agencies
with technical assistance and guidance regarding proposed IT
projects, and helping to ensure that the State’s IT resources are
developed and procured appropriately.

Board should establish oversight for IT projects—The Board
should design and implement a review and approval process for
university IT projects that is substantially equivalent to GITA’s.
In designing such a process, the Board should identify the in-
formation it will require universities to submit, such as the in-
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formation GITA requires agencies to provide in their IT propos-
als. The Board should ensure that this information corresponds
to the factors it considers important in considering whether or
not to approve an IT project. The Board should also determine
which projects should undergo this review process. For example,
A.R.S. 831-3504 requires GITA to review all projects that cost
more than $25,000.1 Further, the Board should establish a mecha-
nism and timetable for university submission of projects and
Board review of these projects. For example, GITA uses a
standard statewide document called the Project and Investment
Justification, which includes instructions and forms for informa-
tion to be submitted, describes the procedures including the time
allowed for review, and explains criteria used in making deci-
sions to approve or reject projects.

Recommendations

1. The Board should design and implement an oversight proc-
ess for university information technology projects that in-
cludes a review of the need or justification for such projects.
To do this, the Board should:

a. ldentify the information it will require universities to
submit including such things as development costs, oper-
ating costs, proposed technology, major deliverables,
other alternatives considered, and benefits to be achieved;

b. Determine which projects should be submitted to the cen-
tralized oversight process, such as all projects expected to
cost more than a specified dollar amount; and

c. Develop a mechanism and timetable for university sub-
mission and Board review of the projects.

1 For projects over $1 million, GITA reviews the project proposals and
makes recommendations to the State’s Information Technology Authariza-
tion Committee, which approves or disapproves them.
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BOARD SHOULD
CONTINUE ITS PROGRESS
IN DEVELOPING ARIZONA

REGENTS UNIVERSITY

Although it has made significant progress developing its new
distance-learning program, Arizona Regents University (ARU),
the Board will need to address some additional issues as ARU
moves forward. ARU was designed to increase university access
by offering online courses and degrees from the three universi-
ties. The experience of other distance-learning efforts throughout
the nation indicates that the success of such efforts rests on care-
ful planning, such as clearly identifying target groups and their
demand for the program. Success also requires careful strategies
to address resource and logistical issues, such as institutional re-
sistance to changing traditional patterns of delivering educa-
tional services to students. The Board has already addressed
many of these ssues, but will need to address others, such as
identifying the groups most likely to enroll in ARU, building
support from the three universities, and deciding whether and
how much to expand it past its initial course and program offer-
ings.

ARU Is Board’s
Effort to Address
Distance Learning

The proliferation of Internet applications in the 1990s brought a
major change to the delivery of higher education—online dis-
tance learning. Under this approach, students can take courses
from their homes or from other sites away from the classroom. A
recent study indicates that by 1998, an estimated 78 percent of all
U.S. public universities were offering Internet courses. Such
courses include those that are part of degree programs, as well as
individual miscellaneous courses. In many cases, the Internet
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services available go beyond coursework to include noninstruc-
tional services, such as advising students and registe ring them
for classes.

While much of this distance-learning activity centered on indi-
vidual colleges and universities, some states also launched pro-
grams to coordinate distance-learning efforts on a system-wide
basis. ARU is one of these system-wide responses. Initially dis-
cussed by the university presidents in 1999 and approved by the
Board as an initiative in 2001, ARU is the Board’s plan to offer
online courses and degrees to students who might not be able to
attend a class in person due to scheduling or location constraints.

Board Has
Made Significant
Progress on ARU

The Board has made several strategic decisions to establish the
overall structure of ARU, its degrees, and its primary target
population. For example, as of spring 2001, it had already deter-
mined the program model for ARU and the fields in which ARU
would provide degrees, and conducted some research on ce-
mand and need.

Board has made decisions on program scope—The Board has de-
termined how degrees will be awarded for ARU courses,
planned for initial resources, and developed a strategy for course
development. Following the example of other states, such as
Kentucky, Florida, Georgia, and Texas, the Board has decided to
use a home university goproach. Such an approach means that
each student will be admitted to one of the three universities and
receive services such as financial aid and advising, as well as his
or her degree upon completing the program, from that univer-
sity. Additionally, the Board has allocated a minimum of $2 mil-
lion annually for ARU from the Proposition 301 initiative for
education and workforce development. Finally, the Board has
decided to use some of this funding to award grants to the three
universities for development and delivery of ARU programs and
courses.
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Board has defined degrees to be offered and determined the target
population—The Board has also conducted some research on the
demand and need for ARU, determined the initial degrees to be
offered, and broadly established the program’s target popula-
tion. Specifically:

B A Board-commissioned survey in 1998 of 120 employers and
551 potential students assessed the demand for technology-
delivered education and specific education program areas.

B The Board has also reviewed an October 2000 market de-
mand study of potential students conducted by a consultant
employed by NAU. The study assessed student interest in
taking courses via the Internet and other technology and in
several program areas such as engineering, education, health
professions, and business.

B In 2001, the Board received the results of a consultant survey
of 24 leaders in business, government, and higher education
to get their feedback on the current plans and next steps for
ARU. The survey indicated there was agreement that it was
important to implement ARU.

The Board has used this research, together with recommenda-
tions by the Governor’s Task Force on Higher Education and di-
rection provided by Proposition 301, to help it decide on its ini-
tial program offerings. As a result, it plans to offer degrees in
three areas of critical workforce need in the State: engineering,
teacher education, and nursing. The Board has also identified its
target student population as the citizens of the State of Arizona.

Board is working to resolve logistical issues—In addition to de-
termining ARU’s scope, degrees, and target population, the
Board has begun to address a number of procedural issues, such
as tuition distribution, delivery of student services, and course
transfer agreements. For example, the Board asked the universi-
ties to have key staff develop a plan for distributing tuition in-
come from ARU courses between participating universities. Ad-
ditionally, university staff are studying strategies to implement
student services duch as registration and advisement. Address-
ing these issues is challenging for two reasons. First, these ser-
vices will need to be delivered online for the first time. Second,
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because the universities use different student information sys-
tems, it is more difficult for advisors to obtain comprehensive in-
formation, such as student grades. Finally, at the Board’s direc-
tion, the universities are developing course transfer agreements,
similar to existing agreements between the universities and the
community college system. This will allow students to transfer
ARU courses between the universities.

Board Needs to
Address Additional Issues
as ARU Moves Forward

Although the Board has already addressed several strategic is-
sues, it will need to address some others as it continues to im-
plement ARU. For example, the Board has not obtained informa-
tion about how its potential target groups might differ in interest.
Additionally, the Board must continue to strive to overcome
some university resistance, a common obstacle for distance-
learning programs. Finally, the Board will also need to cecide
how much it plans to expand degree and course offerings.

Board needs to continue to address some questions conceming
demand—Although the Board has conducted some research
concerning demand for distance-learning programs, it should
continue to obtain information about student demand for these
programs. For example, the 1998 survey commissioned by the
Board found that potential students had the most interest in the
areas of computers and technology, education, business, and
nursing, and the majority had access to computers at home or
work. However, questions remained about the level of demand
and need for distance learning. The survey results showed that
only 28 percent of the 551 individuals contacted indicated that
they wished to obtain further education. Also, those indicating
they wanted more education expressed more interest in class-
room learning or instructional television than in Internetbased
courses. Moreover, business and government leaders in the 2001
survey for the Board indicated that the Board should conduct
additional needs assessment research, which should also con-
sider existing programs offered by the universities, community
colleges, or private providers.
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In addition, the Board needs to do more research to identify the
groups who will likely enroll in these programs, such as working
adults, traditional college-age students, or people living in e-
mote areas of the State. The experience of other states indicates
that it is useful to obtain information about demand by different
groups. For example, Kentucky’s distance-learning program
mission is to serve citizens by encouraging more enrollment in
higher education, but it has estimated that 80 percent of students
in the program were already enrolled on a university campus.
Additionally, research studies commissioned by the Georgia and
Texas university system distance-learning programs have identi-
fied several different groups of potential students with differing
levels of interest in enrollment. For example, Georgia found that
rural dwvellers had the lowest interest in the program.

Board should continue striving for university support—Similar
to other university systems that have developed distance-
learning programs, the Board has found that university support
is essential. Since faculty determine curriculums and develop
courses, faculty support is critical to success. However, some
university administrators and faculty have expressed reluctance
to implement distance learning for a variety of reasons, such as
program expense, and the view that it is better for students to
take in-person courses on campus. These concerns contributed to
a slow pace for planning when the Board asked the universities
to develop plans for ARU in 1999. Subsequently, the Regents
took a more active hand in planning ARU. They hired a consult-
ant in 2000 to help them, and directed the universities to form a
work group in 2001 of key university officials to carry out spe-
cific planning activities. The work group has helped to draw in
more involvement from the universities. However, according to
other states’ programs and research studies, university resistance
to distance learning is a problem that can continue for several
years and requires continuous attention.

Board needs to consider how much it wants to expand ARU—
Although the Board has made progress in its plans to offer de-
grees in engineering, nursing, and education, it will need to
make decisions on other programs or courses it may wish to of-
fer in the future. For example, it will need to determine whether
it will offer other undergraduate and graduate programs and
whether to provide general education courses through ARU.
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Even in the three areas already identified, the Board needs to de-
cide whether to offer an entire degree program or limit its offer-
ings to specific courses.

Recommendations

1. The Board needs to conduct additional research on the de-
mand for ARU’s programs. As part of this research, it should
identify the groups who would likely enroll in ARU’s pro-
grams.

2. The Board needs to continue to strive to obtain university
support for ARU.

3. As part of its long-term planning, the Board needs to con-
sider how it wants to expand ARU programs.
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In accordance with Arizona Revised Statutes (A.R.S.) 841-2954,
the Legislature should consider the following 12 Factors in de-
termining whether the Board of Regents should be continued or
terminated.

The objective and purpose in establishing the Board.

The Arizona Board of Regents (Board) is charged with the
responsibility of governing the State’s university system.
The Arizona Constitution created the Board, and the Leg-
islature vests general authority in the Board to supervise
and control the State’s universities. Additionally, specific
powers and duties of the Board are established by AR.S.
815-1621 et seq. For example, the Board is charged with
overseeing the universities’ operating budgets. The Board
also makes planning and policy decisions regarding the
State’s three universities. Additionally, the Board sets tui-
tion rates and admission requirements for the universi-
ties. Finally, it reviews and approves the initiation and
elimination of academic programs.

The Arizona Board of Regents’ mission is “to ensure ac-
cess for qualified residents of Arizona to undergraduate
and graduate instruction; promote the discovery, applica-
tion, and dissemination of new knowledge; extend the
benefits of university activities to Arizona citizens outside
the university; and maximize the retum on the State’s in-
vestment in education.”

The effectiveness with which the Board has met its
objective and purpose and the efficiency with which
it has operated.

The Board has improved its effectiveness and efficiency
since the 1991 Auditor General’s report, but it should take
steps to improve further. The Board has improved its
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The Board has improved
its effectiveness and effi-

ciency.

The Board has made sig-

nificant efforts to provide
access to the universities

to qualified Arizona stu-
dents.

effectiveness and efficiency by delegating many opera-
tional decisions to the universities, which has allowed it
to focus more on policy issues related to students, faculty,
and capital resources. This audit found that the Board has
focused its attention on developing new initiatives, such
as implementing a new course transfer agreement with
the State Board of Directors for Community Colleges. The
Board has also provided effective oversight in some areas,
such as systematically reviewing and approving the uni-
versities’ capital projects.

Although the Board has recently addressed several policy
initiatives, it should make decisions regarding some other
important ideas. The Board was involved in two recent
higher-education planning efforts which made numerous
recommendations to improve the State’s higher educa-
tion. For example, the Governor’s Task Force on Higher
Education recommended that the Board work with the
other state education boards education planning. How-
ever, the Board has not identified which recommenda-
tions it will adopt (see Finding I, pages 9 through 13).

In addition, the Board has not exercised an appropriate
level of oversight regarding the universities’ information
technology projects (see Finding Il, pages 15 through 18).
The Board does not review and approve university in-
formation technology projects, such as student informa-
tion systems, although these projects can cost several mil-
lion dollars.

The extent to which the Board has operated within
the public interest.

The Board demonstrates a commitment to serving the
public interest. The Board has made significant efforts to
provide access to the universities for qualified Arizona
students by maintaining in-state tuition near the lowest
levels in the nation. The Board has also worked with the
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State Board of Dire ctors of Community Colleges to allow
students to transfer a large block of general education re-
guirements from the community colleges to the universi-
ties.

Additionally, when it is operational, the Arizona Regents
University will provide access to higher education for
Arizona citizens whose locations and schedules prevent
them from attending the state universities.

The extent to which the rules and regulations prom-
ulgated by the Board are consistent with legislative
mandate.

The Board is not required to have its rules reviewed by
the Governor’s Regulatory Review Council, but publishes
equivalent rules in its Policy Manual. The rules are gener-
ally consistent with legislative requirements, but some
additional rules are needed and some existing rules
should be revised.

Although AR.S. 841-1005(D) exempts the Board from re-
view of its rules by the Governor’s Regulatory Review
Council (GRRC), auditors requested that GRRC, as a
knowledgeable resource, help determine whether the
Board’s rules were sufficient. According to GRRC and the
Auditor General’s legal counsel, the Board of Regents has
made all but one of the required rules. Specifically, the
Board should develop rules to establish time frames for
the agency to make decisions whether to approve or deny
license applications for Arizona State Museum excavation
permits as required by A.R.S. §41-1073. Also, Chapter VIII
of the Board’s Policy Manual should be amended to spe-
cifically require that an excavation permit be obtained
from the director of the Arizona State Museum to con-
duct certain types of excavations, such as those involving
burial grounds and archeological sites. Finally, Rule 4
310, the Arizona Teacher Loan Forgiveness Incentive
Program, is no longer required since its corresponding
statute was repealed in 2000.
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The extent to which the Board has encouraged input
from the public before promulgating its rules and
regulations and the extent to which it has nformed
the public as to its actions and their expected impact
on the public.

The Board of Regents typically allows for public input
prior to promulgating new rules or changing existing
rules. The Board of Regents Policy Manual requires an
opportunity for the public to provide input on any pro-
posed rule, and Board of Regents meetings are open to
the public. A proposed rule is first presented at one meet-
ing and no action is taken on the rule until the following
meeting. In the intervening time, the public has an oppor-
tunity to provide input.

In addition, as required by A.R.S. §15-1626(A)(5), public
hearings have been conducted to allow students and the
public to address proposed increases in tuition and fees.
Specifically, a statewide video-conference is held at all
three state universities and several branch campuses. The
university presidents, student body presidents, and the
Board of Regents attend this forum for the public to voice
their opinions about changes in tuition and fees.

Further, contact information for the Board of Regents is
available on its Web site at http://www.abor.asu.edu/, along
with the Policy Manual and agendas for Board meetings.
Additionally, the Regents Recap newsletter is published on
the Web after each Board meeting to provide the public
with details of specific Board actions.

Finally, the Board appears to conduct its meetings and
executive sessions in compliance with Arizona’s Open
Meeting Law. However, the Council of Presidents does
not appear to comply with the law. The Council of Presi-
dents comprises the three state university presidents and
the Board of Regents’ executive director. The 1991 Audi-
tor General’s report found that the Council of Presidents
would not have to comply with the Open Meeting Law if
the Board changed its Governance Handbook. However,
while the Governance Handbook no longer conveys deci-
sionrmaking authority to the Council, in practice, the
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Board has charged the Council with decision-making au-
thority. In 1997, the Board assigned the Council of Presi-
dents responsibility to approve universities’ information
technology projects involving sums greater than $1 mil-
lion. The Council has performed this responsibility at two
meetings, and this assignment seems to make the Council
a public body required to comply with the Open Meeting
Law when it performs this function.

6. The extent to which the Board has been able to n-
vestigate and resolve complaints that are within its
jurisdiction.

The Board receives written complaints at its office and
verbal complaints during the “call to the audience” at
Board meetings. The Board assigns a staff member to fol-
low up on complaints that are received via letter or e
mail. It also maintains a log of these complaints and their
disposition. Over a two-month period in 2001, 11 items of
correspondence were logged. For example, these items
included complaints from the public regarding the Le-
havior of some university students.

During the call to the audience, members of the public
have an opportunity to address the Board briefly. When
complaints surface, the Board does not respond at the
same meeting, but a member of the Board or staff will fol-
low up. In early 2001, the number of speakers during the
call to the audience ranged from 1 to 15 per meeting, with
some making complaints. For example, one individual al-
leged fiscal misconduct in a university department. The
Board followed up by requesting an audit, which did not
support the allegation. Further, several graduate students
have expressed concerns about their compensation and
about their terms and conditions of employment. The
Board typically notes the complaints and, following the
meeting, assigns appropriate personnel to follow up on
each complaint. However, the Board does not maintain a
record of each complaint. Because of the possibility that a
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complaint may not be addressed, the Board should con-
sider developing a tracking system to ensure that all
complaints that are voiced during the call to the audience
are addressed.

The extent to which the Attorney General or any other
applicable agency of state government has the au-
thority to prosecute actions under enabling legisla-
tion.

This factor is not applicable since the Board of Regents is
not a regulatory board.

The extent to which the Board has addressed defi-
ciencies in the enabling statutes that prevent it from
fulfilling its statutory mandate.

The Board has initiated and/or supported legislation to
improve its ability to meet its goals and objectives. For
example:

B As a result of a recommendation by the Auditor Gen-
eral, the Board initiated an amendment to A.R.S. 815-
1626 in 1991 that gave the Board broad authority to
delegate operational details.

B More recently, in 2000, the Legislature amended
A.R.S. 815-1626 to clarify the tuitionsetting process.
This process now includes public meetings before
changes are made to tuitions and fees, and advance
public notice of the changes.

B Also in 2000, the Legislature amended A.R.S. §15-
213 to permit state universities to use various meth-
ods to procure construction services, such as con-
struction-manager-at-risk, design-build, or job-
order-contracting. This change allows the universi-
ties to select the most timely and cost-effective
method for each constru ction project.
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10.

11.

12.

The extent to which changes are necessary in the
laws of the Board to adequately comply with the fac-
torsin the Sunset Laws.

This audit did not identify any deficiencies in the Board’s
statutes that prevent it from fulfilling its statutory man-
date.

The extent to which the termination of the Board
would significantly harm the public health, safety, or
welfare.

Terminating the Arizona Board of Regents could ad-
versely affect public welfare since no particular entity
would be accountable for the Arizona university system.
For example, no specific entity would be responsible for
providing oversight of the universities’ budgets, capital
improvements, tuition, and admission requirements. The
Arizona university system needs a governing board to
systematically maintain and provide accountability.
Every state in the nation provides a mechanism for gov-
erning its university system, although the form of gov-
ernance varies widely. Additionally, because the Arizona
Constitution established the Board, it cannot be termi-
nated through the Sunset process. A vote of the people
would be required to terminate the Board.

The extent to which the level of regulation exercised
by the Board is appropriate and whether less or more
stringent levels of regulation would be appropriate.

This factor does not apply to the Board of Regents ke-
cause it is not a regulatory agency.

The extent to which the Board has used private con-
tractors in the performance of its duties and how ef-
fective use of private contractors could be accom-
plished.

The Board of Regents uses private contractors to provide
specialized service and expertise in several areas. For ex-
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ample, a contractor was hired by the Board to provide
professional services to the Governor’s Task Force on
Higher Education by reviewing background materials,
consulting with the task force chair to plan agendas, and
acting as the primary facilitator for the meetings. In 2001,
a consultant aided the Regents in hiring a new president
for Northern Arizona University by identifying candi-
dates, screening prospects, and assisting in evaluations.
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September 25, 2001

Debbie Davenport

Auditor General

2910 N. 44" Street, Suite 410
Phoenix, AZ 85028

Re: Performance Audit
Dear Ms. Davenport:

Enclosed are our comments in response to your revised preliminary report
draft of the performance audit of the Arizona Board of Regents.

We appreciate the conscientious and professional manner in which your
audit staff has conducted their audit work, and we acknowledge and thank
you for incorporating a number of our suggestions into the revised dratft.

On behalf of the Board, we thank you for your cooperation.

Sincerely,

Linda J. Blessing
Executive Director
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BOARD OF REGENTS’ RESPONSE TO PERFORMANCE AUDIT
CONDUCTED BY AUDITOR GENERAL
(SEPTEMBER 24, 2001)

GENERAL COMMENTS

The Performance Audit appropriately focuses on the Board’s policymaking and oversight
responsibilities, and provides a thoughtful analysis in these areas. We particularly appreciate the
acknowledgment of the Board’s successful efforts to focus on policy and strategic decisions, and to
delegate managerial tasks to the universities. We also appreciate the recognition of the significant
progress that has been made in establishing Arizona Regents University (ARU), our distance-
learning initiative.

We agree with each of the findings and recommendations in the Audit, and believe that responses
to several of the recommendations should be helpful in placing the audit in context.



FINDING |

BOARD HAS MADE PROGRESS IN ADDRESSING POLICY ISSUES
RECOMMENDATION 1:

The Board should identify which recommendations from the Governor’s Task Force on
Higher Education and the Arizona Town Hall would be appropriate for it to adopt.

Response 1: The finding of the Auditor General is agreed to and the audit
recommendation will be implemented.

Comment: The Board agrees with the recommendation that it should undertake a
systematic review of the recommendations from the Governor's Task Force on Higher
Education and the Arizona Town Hall. Keeping in mind that the Arizona Town Hall issued its
report in May 2000 and the Governor's Task Force issued its report in December 2000, the
Board has moved quickly and decisively in implementing a substantial number of the
specific recommendations. We appreciate the recognition of the substantial progress the
Board has already made in addressing a number of recommendations included in these
reports, as summarized below.

TOWN HALL recommendations:

a. To "... encourage and support research, technology transfer, work force
development..." has been implemented through the Board's allocation of
Proposition 301 funds for specific initiatives at the universities.

b. To "... integrate a liberal arts education with education of students to
participate in the evolving technology-base economy..." is being implemented
through the Board's on-going work on learner-centered education and, in
particular, through the current review of the universities' general education
programs.

C. That "out-of-state tuition should reflect full cost of attendance ... In-state tuition
should remain consistent with the Arizona constitution and permit maximum
accessibility to education ...." Arizona’s current in-state tuition continues to
rank 49" out of 50 states when compared to senior public universities across
the nation. At its most recent tuition-setting process (April 2001), the Board
approved an increase for non-resident students that exceeded the university
recommendations in order to more fairly allocate costs between residents and
non-residents.

d. That "...institutions [should] collaborate and partner with each other and avoid

unnecessary duplication” is being implemented through the use of ARU grants for
joint e-learning programs.



GOVERNOR'S TASK FORCE recommendations:

a. To "...provide support services for community college to university transfer” is
being implemented through the increased funding reallocated by the individual
universities (and community colleges) to enhance the support for ATASS, the
Arizona Transfer Articulation Support Services unit.

b. To "strengthen the math/science teacher pipeline through financial incentives,
matching grants, and e-learning programs" is being implemented through
programs funded through the federal Eisenhower Program, the Arizona K-12
center, the U.S. Department of Education funds from the AZtec program and
funds from other university centers and institutes.

C. To "increase workforce development in engineering/science through financial
incentives and PR" is being implemented through an ARU grant to develop a
joint, applied Masters Degree program in Engineering at the three universities
as well as through other engineering and science graduate and research
programs implemented at each university through Proposition 301 funding.

d. To "strengthen tri-university [and individual university] initiatives in bioscience,
information technology, materials science, manufacturing, environmental
engineering and science, water sustainability and optics" is being
implemented through the allocation of Proposition 301 funds to the universities
by the Board.

e. To "raise university faculty salaries to the 50" percentile of peer institutions" is
being implemented through continued budget requests by the universities, with
the approval and support of the Board.

f. To "eliminate university backlog of deferred maintenance” is being
implemented through university budget requests for "building renewal” funding,
with the support and approval of the Board.

g. To "establish AZ Regents University to enhance the workforce through
technology-delivered education” is being implemented, under the direct
oversight of a Board subcommittee, through the allocation of Proposition 301
funding.

h. To "refine, adopt and publish performance measures for each major initiative
in this plan” is being implemented by the Board's approval of performance
measures and plans to hire a consultant to develop and implement a
comprehensive program evaluation system for the use of all Proposition 301
funds allocated by the Board.

RECOMMENDATION 2:

The Board should then prioritize the recommendations and implement them or delegate
them to the universities.

Response 2: The finding of the Auditor General is agreed to and the audit
recommendation will be implemented.



FINDING Il

BOARD SHOULD STRENGTHEN OVERSIGHT OF INFORMATION TECHNOLOGY

RECOMMENDATIONS:

1. The Board should design and implement an oversight process for university
information technology projects that includes a review of the need or justification for
such projects. To do this, the Board should:

a. Identify the information it will require universities to submit including such
things as development costs, operating costs, proposed technology, major
deliverables, other alternatives considered, and benefits to be achieved;

b. Determine which projects should be submitted to the centralized oversight
process, such as all projects expected to cost more than a specified dollar
amount; and

C. Develop a mechanism and timetable for university submission and Board

review of the projects.

Response: Thefinding of the Auditor General is agreed to and the audit
recommendation will be implemented. The Board concurs with the finding that
additional Board oversight is necessary in the area of information technology.
Although the Board has established a centralized information technology review
process in accordance with statutory requirements, the Audit accurately observes
that the Board has delegated decision-making authority with respect to individual
information technology projects.

As has been discussed with the Auditor General, the Board intends to adopt a
policy framework which incorporates the recommended elements. This framework
will ensure a systematic and comprehensive process to review university and
systemwide planning efforts and Board review and decision-making with respect to
individual IT projects.

It should be noted that the Board had taken steps to obtain additional staff
resources to assist the Board in strengthening its oversight over the universities’
information technology initiatives prior to this Performance Audit. The Board
submitted a funding request in the amount of $101,900 to support additional staff
resources at the central office, but this request was not funded.



FINDING I

BOARD SHOULD CONTINUE ITS PROGRESS IN DEVELOPING ARIZONA REGENTS
UNIVERSITY

RECOMMENDATIONS:

1. The Board needs to conduct additional research on the demand for ARU’s
programs. As part of this research, it should identify the groups who would
likely enroll in ARU’s programs.

2. The Board needs to continue to strive to obtain university support for ARU.

3. As part of its long-term planning, the Board needs to consider how it wants to
expand ARU programs.

Response: The finding of the Auditor General is agreed to and the audit
recommendation will be implemented.

Comment: The Board appreciates the acknowledgment of the active role taken
by the Regents in planning the ARU distance learning initiative, and of the
substantial progress that has been made in the last year. The Board agrees that
faculty support is critical to the success of this initiative, and believes it is worth
emphasizing that university academic administrators and faculty have provided
outstanding cooperation and collaboration in moving things forward over the past
six months. The Board will continue to prioritize the implementation of ARU
initiatives because of the substantial impact these initiatives will have for the citizens
of Arizona.
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Other Performance Audit Reports Issued Within
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Department of Economic Security—
Child Support Enforcement
Department of Economic Security—
Healthy Families Program

Arizona Department of Public
Safety—Drug Abuse Resistance
Education (D.A.R.E.) Program
Arizona Department of
Corrections—Human Resources
Management

Arizona Department of Public
Safety—Telecommunications
Bureau

Board of Osteopathic Examiners in
Medicine and Surgery

Arizona Department

of Corrections—Support Services
Arizona Game and Fish Commission
and Department—Wildlife
Management Program

Arizona Game and Fish
Commission—Heritage Fund
Department of Public Safety—
Licensing Bureau

Arizona Commission on the Arts
Board of Chiropractic Examiners
Arizona Department of
Corrections—Private Prisons

01-14

01-15
01-16

01-17

01-18

01-19

01-20

01-21
01-22

01-23

01-24

01-25

01-26

Arizona Automobile Theft
Authority

Department of Real Estate
Department of Veterans’ Services
Arizona State Veteran Home,
Veterans’ Conservatorship/
Guardianship Program, and
Veterans’ Services Program
Arizona Board of Dispensing
Opticians

Arizona Department of Correct-
lons—Administrative Services
and Information Technology
Arizona Department of Education—
Early Childhood Block Grant
Department of Public Safety—
Highway Patrol

Board of Nursing

Department of Public Safety—
Criminal Investigations Division
Department of Building and

Fire Safety

Arizona Veterans’ Service
Advisory Commission
Department of Corrections—
Arizona Correctional Industries
Department of Corrections—
Sunset Factors

Future Performance Audit Reports

Department of Public Safety—Criminal Information Services Bureau,
Access Integrity Unit, and Fingerprint Identification Bureau

Department of Public Safety—Sunset Factors
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