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Jack R. Warner, Executive Director & Chief Executive Officer, South
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Peter Blake, Director, State Council of Higher Education for Virginia
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Next year’s SHEEO Annual Meeting will be held at The Inn and Spa at Loretto in Santa Fe, New

Mexico, July 6-10, 2015.
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STATE HIGHER EDUCATION EXECUTIVE OFFICERS ASSOCIATION

MBEVORANDUM

To: SHEEO Members

From: Andy Tompkins, Treasurer and Chair of the Budget and Finance Committee, and
George Pernsteiner, President, SHEEO

Date: July 10,2014
Re: Audit report for Fiscal Year 2013 and Proposed Budget for Fiscal Year 2015

We are pleaselftb convey to you SHEEO's aulifle[inancial statements for Fiscal Year 2013 (compared to
FY2012) and a proposed budget for Fiscal Year 2015.

FY2012 FY2013 Adopted Proposed
SHEEO Finances Audited Audited FY2014 FY2015
Statement Statement Budget Budget
Total Revenues $2,922,104 $2,785,380 $2,398,663 $2,549,000
Total Expenditures $2,747,992 $2,668,362 $2,352,200 $2,528,000
Revenues over
Expenditures $174,112 $117,018 $46,463 $21,000

The increase in SHEEO's net assets [iting the past year leaves the association with a fund balance of
$2,332,231 induding the reserve of $550,000 established by the Executive Committee to assure operating
stability and to set aside funds for a balloon payment on our mortgage due in 2016. Of our assets, $609,336
is non-liquid: our interest in the SHEPCoffice building totals $601,652, and furniture and equipment, less
depreciation, totals $7,684.

Analysis of year-end results-2013

Despite adrop in revenues (approximately $136,724 over FY12), SHEEO ended the fiscal year with a net
increase in the fund balance of $117,018. Favorable market conditionsin FY13 allowed SHEEO's
investments to appreciate in all months except three—October, June, and August—finishing strong with a
credit balance of $95,606. Sate (ks provi [el£23% of SHEEO s total revenue (compared to 20%in FY12),
reflecting the positive effect of increasing the dues by 10%annually. Three statesdid not pay duesin FY2013
but only one has not done so for 2014. The dues lossin 2013 was $37,684, meaning that SHEEO collected
nearly 95%of the duesit assessed.

Audit report FY2013 and Budget for FY2014 and FY2015
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Management Letter

Kristin L Aewelling, GPA, conducted the SHEEO audit for the fourth year, and | am pleased to report that
Ms. Aewelling found no material weaknessesin SHEEO's internal procelfires. Once again, she cited a
“significant” deficiency in that SHEEO does not—in conformity with generally accepted accounting principles
(GAAP)—have a CPA on staff to oversee its accounting. Thisfinding is repeated from the last three years.
The Executive Committee concluded in 2010, 2011, 2012, and again for 2013 that the presi(&ht’s financial
experience (and that of the Bxecutive Committee itself), is sufficient, aslong as we have a qualified auditor
review our books.

Ms. Rewelling also pointed out that there are times during the year when bank accounts did not have the
maximum FDIC coverage; and recommended that we analyze and adopt a new way to fairly provide group
health insurance benefits to SHEEO staff under the new health care law.

2014 Preliminary Results

Continued increasesin grant and contract activity and the dues payment by nearly every member is
expected to lead to revenuesin excess of $2.5 million for FY2014, as much as $150,000 more than the
amount budgeted last July. Increased medical insurance costsin 2014 were offset by reduced salary
expenses due to carrying a vacancy for several months. However, overall expenditures are likely to be
higher than budgeted due to additional grant and contract work and can be expected to approach $2.5
million. Asof May 31, it would appear that the net revenues over expenditures are likely to be about
$50,000, in line with the July 2013 forecast. Additional revenue from possible upcoming grant activity could
increase that somewhat (but may bring some increased expenditures also).

2015 Proposed Budget

The 2015 Proposed Budget is attached to thisreport. It anticipates revenue of $2,549,000 and expenditures
of $2,528,000. Alarge contributor to revenue is member dues at $824,000, up from 2014 levels due to an
additional member and a planned and proposed dues increase of 10 percent (the third of five such increases
projected upon the loss of a major federal contract in 2012.) Thiswill mean that dues will comprise 32%of
SHEEO revenue, up slightly from the 31%budgeted for 2014. Grant and contract income isbudgeted at
$1,201,000 plus $108,000 of indirect cost recovery. Thistotals $1,219,000, a decrease of 4%from the 2014
budget and contemplates significant support from the Lumina and Bill and Melinda Gates Foundationsand a
subcontract from the U.S Department of Eiikation’s contract with the Synergy Corporation to support the
IPEDSdata conference. Expenditures are expected to rise due to higher costs for the Annual Meeting and
the Higher Education Policy Conference and alarge anticipated increase in employee health care insurance
premiums. (SHEEO pays two-thirds of the medical insurance premiums for its employees.)

Concluding comments

SHEEO continued to have a strong financial position in 2012-13. The association continued the cost control
efforts begun when the NCES contract ended and was able, through the leadership of Paul Lingenfelter, to
acquire significant grant resources to support its activities. Most salient of these was the operating grant of
about $500,000 per year in both 2013-14 and 2014-15 from the Lumina Foundation. SHEEO has reserved
fundsto permit it to purchase its share of the building it occupies with WICHEand NCHEM Swhen the
balloon payment comes due in 2016. The reliance on external grant funding, occasioned by the loss of the
NCESfunding, is causing us to consider changing the category under which the organization enjoys exempt
status from federal income tax. The current category requires significant governmental funding, a situation

Audit report FY2013 and Budget for FY2014 and FY2015
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that clearly prevailed through 2011 and probably still does. However, significant revenue now comes from
grants from foundations and not from government sources. Our external auditor will help us determine
whether and how to transition from one tax exempt category to another.

With respect to the fin[fidgs raisel7ih the aulfitbr’s report, we reiterate the recommendation made by Paul
Lingenfelter over the past few years with regard to the finding that our accountingis not overseen by a
certified public accountant. That remains true, but our fiscal house has been managed for many years—and
managed effectively—by Gladys Kerns. That situation has not changed, and in March the Executive
Committee accepted our recommendation that we continue to operate in this regard as we have. The basis
for that recommendation by Dr. Lingenfelter was that his own financial experience and that of the members
of the Executive Committee was sufficient to provide the association with the needed expertise to offset the
lack of a CPA on staff. The current presil&ht’s experience includes oversight of financial mattersfor a
number of universities and city agencies. The members of the Executive Committee, collectively, continue to
have significant experience overseeing large public higher education entities. Therefore, the Bxecutive
Committee accepted our recommendation that we continue our current approach and not hire a CPA at this
time.

We opened an additional bank account at Chase Bank in order to help ensure that our bank balances do not
exceed the FDIG-insured limit of $250,000 (a level reinstated this year after being raised temporarily to
$500,000 in the wake of the financial crisis of 2008). We have asked our insurance broker to prepare
alternatives for our consideration with regard to health insurance benefit for employees. Those alternatives
are intended not only to address the audit finding but also to provide us approaches for employee health
care coverage in 2015 and beyond. (We were able to extend our pre-existing coverage and plans through
November 2014.) Preliminary estimates by the broker suggest that we may pay an additional $50,000 in
health care insurance premiumsin 2015 due to higher premium costs, the age of SHEEO employees and
(%&ben(@hts, an[Ffforts to alTkdss the aul@or's recommenl&tions about equity. (Some employees did not
elect coverage in prior years.)

Allin all, 2012-13 was a financially successful year for SHEEO. However, the heavy reliance of the association
on short-term grants means that the organization must always be attentive to costs and to new revenue
opportunities. In the past three months, we have secured or been asked to apply for grants which will
provide almost $685,000 of revenue to the 2015 budget.

Other proposalsfor lesser amounts will be submitted in the next few weeks and at various times during the
year. These have not been included in the budget since the likelihood of receiving them is not known.

We woullEllke to thank Paul Lingenfelter for his careful an[fdreative stewar[Bhip of SHEEO's finances an[]

Gladys Kernsfor her tireless efforts to keep us solvent and in compliance with the many and detailed
requirements of our multiple funding agents.

Audit report FY2013 and Budget for FY2014 and FY2015
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CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITOR’S REPORT

Board of Directors
State Higher Education Executive Officers Association
Boulder, Colorado

‘We have audited the accompanying financial statements of State Higher Education Executive Officers Association
(SHEEO), which comprise the statement of financial position as of September 30, 2013 and 2012, and the related
statements of activities and cash flows for the years then ended, and the related notes to the financial state ments.

Management’s Responsibility for the Financial Statements

Managenent is responsible for the preparation and fair presentation ofthese financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
andmaintenance of internal control relevant to the preparation and fair presentation of financial state ments that are
free fran material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.

Anaudit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,

the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statanents in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, inall material respects, the financial position
of SHEEO as of September 30, 2013 and 2012, and the changes in its net assets and its cash flows for the years then

ended, in accordance with accounting principles generally accepted in the United States of America.

Flewelling & Campany, PC

2 A D
» Compbaneg  [(
0 l/
December 19, 2013



STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Statement of Financial Position
September 30, 2013 and 2012

ASSETS
2013 2012
Current Assets
Cash and cash equivalents $ 678,589 § 587,123
Investments 1,729,740 1,268,156
Accounts receivable, net of allowance for doubtful accounts
of $0 in 2013 and 2012, respectively 26,284 25,931
Grants and contracts receivable 57,724 109,873
Prepaid expenses 1,159 2,274
Certificates of deposit 322.896 303.558
Total Current Assets 2,816,392 2,296,915
Certificates of deposit — 321,682
Furniture and equipment, less accumulated depreciation
of $248,115 and $249,045 in 2013 and 2012, respectively 7,684 7,891
Investment in SHEPC, LLC 601,652 586,235
Total Assets $__3.425728 $__3.212.723
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable $ 4,103 § 65,637
Accrued liabilities 134,055 91,287
Deferred state fees 512,061 534,024
Deferred revenue 443278 306,562
Total Current Liabilities 1.093.497 997,510
Commitments and Contingencies — —
Unrestricted Net Assets
Undesignated net assets 1,782,231 1,665,213
Designated reserve fund 550,000 550.000
Total Unrestricted Net Assets 2332231 2215213
Total Liabilities and Net ASSets .....coceveesrressesesessenns $__3.425728 $__3.212.723

See accompanying Notes to Financial Statements

2



STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Statement of Activities
For the Years Ended September 30, 2013 and 2012

2013 2012
Revenue and Support
Contributions and sponsorships $ 147,500 $ 79,000
Grant revenue 1,534,451 1,753,455
Indirect cost revenue 126,550 137,227
State fees 650,757 592,574
Collaborative dues 42,900 44,700
Higher Education Policy Conference 103,900 132,416
Annual meeting 45,430 35,355
Investment income (loss) 95,606 107,957
Change in equity in SHEPC, LLC 15,417 16,845
Other income 22,519 22,575
Gain on equipment disposal 350 —
Total Revenue and Support. 2.785.380 2.922.104
Expenses
Program Services:
Grant expenses 1,291,394 1,496,397
Project activity 375,265 387,655
Higher Education Policy Conference 173,635 191,245
Annual meeting 103,047 46,898
Executive committee 33.088 13.320
Total Program Service: 1,976,429 2,135,515
Supporting services - administration 691.933 612476
Total Expense 2.668.362 2.747.991
Increase (Decrease) in Net Assets 117,018 174,113
Net Assets at Beginning of Year 2215213 2.041.100
Net Assets at End of Year $__ 2332231 $__2.215213

See accompanying Notes to Financial Statements
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STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Statement of Cash Flows
For the Years Ended September 30, 2013 and 2012

2013 2012
Cash Flows from Operating Activities
Cash received from contractors, grantors and sponsors $ 1,997,366 $ 1,649,953
Cash received from members 808,646 1,067,230
Cash paid to suppliers and employees ( 2,576,409) ( 2,603,671)
Interest and other income received 59.784 58.094
Net Cash Provided by Operating Activities ..........ccccc..... 289.387 171.606
Cash Flows from Investing Activities
Purchase of furniture and equipment ( 11,628) —
Proceeds from sale of equipment 350 —
Capital contributions paid to SHEPC, LLC ( 101,161) ( 101,161)
Net redemptions (purchases) of certificates of deposit 302,344 ( 46,704)
Net sales (purchase) of investments ( 387.826) ( 556.761)
Net Cash Used by Investing Activities ............cccccoeurrene ( 197.921) ( 704.626)
Net Increase (Decrease) in Cash and Cash Equivalents................. 91,466 ( 533,020)
Cash and Cash Equivalents at Beginning of Year 587.123 1.120.143
Cash and Cash Equivalents at End of Year ......ccecenee $___ 678589 $__ 587.123

Reconciliation of Change in Net Assets to Net Cash
Provided by Operating Activities
Change in net assets $ 117,018 § 174,113
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation 11,835 15,899
Bad debt expense 12,025 300
Realized and unrealized losses (gains) on investments ( 73,758) ( 89,283)
SHEPC, LLC net operating costs 85,744 84,316
(Gain) loss on equipment disposal ( 350) —
Decreases (increases) in operating assets:
Accounts receivable ( 12,378) ( 9,527)
Grants and contracts receivable 52,149 113,508
Prepaid expenses L1115 ( 2,264)
Increases (decreases) in operating liabilities:
Accounts payable ( 61,534) 43,717
Accrued liabilities 42,768 2,352
Deferred state fees ( 21,963) 271,712
Deferred revenue 136716 (__ 433.237)
Net Cash Provided by Operating Activities.......eoeueerereurcrsuerenne $___289.387 $___171.606

See accompanying Notes to Financial Statements
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NOTE 1:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The State Higher Education Executive Officers Association (SHEEO) is a national nonprofit
organization formed in 1954 to assist higher education executives and the states as they seek
to develop and sustain excellent systems of higher education. SHEEO fulfills its mission by
sponsoring seminars and an annual meeting, producing publications, and performing grant and
project activities. Regular membership is open to the executive officers of statewide boards
of post-secondary education. SHEEO is supported primarily through grants and contracts, and
state fees.

Basis of Accounting
The financial statements of the Organization have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables, and other liabilities.

sol Qtate P fati

Fi Pr

Under FASB ASC 958-205, Not-for-Profit Entities - Presentation of Financial Statements ,
SHEEO is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted, temporarily restricted and permanently
restricted. All of SHEEO’s net assets are unrestricted.

Contributions

SHEEO follows the accounting requirements of FASB ASC 958-605, Revenue Recognition.
In accordance with this standard, contributions received are recorded as unrestricted,
temporarily restricted or permanently restricted support, depending on the existence and/or
nature of any donor restrictions. All contributions are considered to be available for
unrestricted use unless specifically restricted by the donor.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if
the restriction expires in the reporting period in which the support is recognized. All other
donor-restricted support is reported as an increase in temporarily or permanently restricted net
assets, depending on the nature of the restriction. When arestriction expires (when a stipulated
time restriction ends or purpose restriction is accomplished), temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the Statement of Activities as net
assets released from restrictions. Restrictions met in the same period in which the related
contributions are received are recorded as unrestricted support.

State Fees

State fees consist of appropriations from participating states and U.S. possessions. Revenue
is recognized ratably over the appropriation period, which is generally October 1 through
September 30. At September 30, 2013 and 2012, deferred state fees 0f $512,061 and $534,024,
respectively, consisted principally of state fees received prior to the beginning of the
respective fiscal years to which they relate.



NOTE 1:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents

Cash and cash equivalents include money market funds totaling $205,401 and $276,300 at
September 30, 2013 and 2012, respectively. For purposes of the statements of cash flows,
SHEEO considers all unrestricted highly liquid investments with original maturities of three
months or less to be cash equivalents.

Certificates of Deposit
Certificates of deposit consisted of the following at September 30, 2013 and 2012:

2013 2012
Short-term certificates of deposit $ 322,896 $ 303,558
Long-term certificates of deposit — 321.682
Total 22,89 25,241

The certificates bear interest ranging from 0.75% to 4.85%, and have maturities ranging from
1 month to 8 months.

Investments

Investment in marketable securities with readily determinable fair values and all investments
in debt securities are stated at their fair values in the Statement of Financial Position.
Unrealized gains and losses are included in the change in net assets in the Statement of
Activities.

Fair Value Measurements

SHEEO follows the provisions of FASB ASC 820, Fair Value Measurements and Disclosures,
which requires the use of a fair value hierarchy that prioritizes the inputs to valuation
techniques used tomeasure fair value into three levels: quoted market prices in active markets
for identical assets and liabilities (Level 1); inputs other than quoted market prices that are
observable for the asset or liability, either directly or indirectly (Level 2); and unobservable
inputs for the asset or liability (Level 3).

Furniture and Equipment

SHEEO capitalizes at cost all expenditures for furniture and equipment in excess of $5,000.
Depreciation on furniture and equipment is computed using the straight-line method over the
estimated useful lives of the assets ranging from three to five years.

Accounts Receivable

SHEEO considers all accounts receivable for work performed under grants and contracts to
be fully collectible. Accordingly, no allowance for doubtful accounts is considered necessary
for these receivables. Accounts deemed uncollectible are charged to bad debt expense when
that determination is made.



NOTE 1:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Grant and Contract Revenue

Revenue is recognized on all grants and contracts when allowable reimbursable expenditures
are incurred. Grant revenue and indirect cost revenue were recognized from the following
sources during the fiscal years ended September 30:

2013 2012
Lumina Foundation S 236,181 $ 309,779
U.S. Dept of Education 311,740 313,399
Carnegie Corporation of New York 12,500 37,500
Applied Engineering Management
Corporation — 40,000
College Readiness Partnership — 40,000
Complete College America, Inc. 141,598 145,000
Bill and Melinda Gates Foundation 556,775 766,231
Hewlett Foundation 77,972 102,490
Institute for Higher Education Policy 92,722 41,213
Synergy Enterprises, Inc. 162,600 —
American Association of State Colleges
and Universities 43,228 —
Other projects 25,685 95.070
Total $ 1,661,001 $ 1,890,682

Cash received in excess of allowable expenditures is recorded as deferred revenue; allowable
expenditures incurred in excess of cash received are recorded as grants receivable. At
September 30, 2013 and 2012, deferred revenue of $443,278 and $306,562 respectively,
consisted of the unexpended grant proceeds from various organizations. Grants receivable
consisted of allowable expenditures incurred but not yet reimbursed of $57,724 and $109,873
at September 30, 2013 and 2012, respectively.

Uncertain Tax Positions

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code, except onincome derived from unrelated business activities. The Organization
has determined that it does not have any income which is subject to tax on unrelated business
income. The Organization believes that it has appropriate support for any tax positions taken,
and as such does not have any uncertain tax positions that are material to the financial
statements. The Organization’s federal Exempt Organization Business Income Tax Returns
Fom 990 for 2010, 2011 and 2012 are subject to examination by the IRS, generally for three
years after they were filed.



NOTE 1:

NOTE 2:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Concentrations of Credit Risk

Financial instruments which potentially subject SHEEO to concentrations of credit risk consist
principally of cash and cash equivalents, investments including certificates of deposit, and
receivables. SHEEO places its cash and cash equivalents and investments with credit-worthy,
high-quality financial institutions located in Denver, Colorado. At times, a portion of these
cash balances may not be insured by the Federal Deposit Insurance Corporation or related
entity. Though the market value of investments is subject to fluctuations on a year-to-year
basis, management believes that the investment policy is prudent for SHEEO’s long-term
welfare. Credit risk with respect to receivables is generally diversified due to the large number
of entities and credit-worthiness of the organizations that comprise SHEEO’s customer base.

As of September 30, 2013 and 2012, the Organization’s uninsured balances totaled $334,914
and $0, respectively.

Functional Allocation of Expenses

The costs of providing the various programs and administrative activities have been
summarized on a functional basis in the accompanying Statement of Activities. Accordingly,
certain costs have been allocated among the programs and supporting services benefitted.

INVESTMENTS

The market value of SHEEO’s investments at September 30 consisted of the following:

2013 2012
Equity mutual funds $ 471,376 $ 387,870
Bond mutual funds 927,765 556,843
Life insurance annuities 235,000 226,581
Government agency fixed income securities 95.599 96.862
Total $ 1729740 §  1.268.156

Investment income (loss) consisted of the following for the years ended September 30:

2013 2012
Net realized and unrealized gains (losses) $ 73,758 $ 89,283
Interest income 21.848 18.674
Total $ 95606 § 107,957




NOTE 3:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

FAIR VALUE MEASUREMENTS

In determining fair value, the SHEEO uses various valuation approaches within the FASB
ASC 820 fair value measurements framework. Fair value measurements are determined based
on the assumption that market participants would use in pricing an asset or liability. FASB
ASC 820 establishes a hierarchy for inputs used in measuring fair value that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring that the
most observable inputs be used when available. FASB ASC 820 defines levels within the
hierarchy based on the reliability of inputs as follows:

Level 1: Valuations based on unadjusted quoted prices for identical assets or liabilities in
active markets.

Level 2: Valuations based on quoted prices for similar assets or liabilities or identical assets
or liabilities in less active markets, such as dealer or broker markets.

Level 3: Valuations derived from valuation techniques in which one or more significant inputs
or significant value drivers are unobservable, such as pricing models, discounted cash flow
models and similar techniques not based on market, exchange, dealer or broker-traded
transactions.

The following table summarizes the valuation of SHEEO’s investments by the above fair value
hierarchy levels:

September 30, 2013 Fair Value Level 1 Level 2 Level 3
Equity mutual funds $ 471376 $ 471376 $ — 8 —
Certificates of deposit 322,896 — 322,896 —
Bond mutual funds 927,765 — 927,765 —
Life insurance annuities 235,000 — 235,000 —
Government agency securities 95.599 — 95.599 —
Total ..ceeeeeeeerenenenen $ 2,052,636 $ 471376 $_1.581.260 § —.
September 30, 2012 Fair Value Level 1 Level 2 Level 3
Equity mutual funds $ 387870 $ 387870 $ — S —
Certificates of deposit 625,240 — 625,240 —
Bond mutual funds 556,843 — 556,843 —
Life insurance annuities 226,581 — 226,581 —
Government agency securities 96.862 — 96.862 —
Total ..ceeeeeeeerenenenen $ 1.893.396 $ 387.870 $_1.505.526 $ —.

The fair value of investments in equity mutual funds is based on quoted market values and
other observable inputs (Level 1). The fair value of certificates of deposits, bond mutual funds,
life insurance annuities and government agency securities is based on pricing inputs directly
observable and on quoted prices for similar assets in active markets (Level 2).



NOTE 4:

NOTE 5:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

INVESTMENT IN SHEPC

SHEEO has a 19.3% ownership interest in State Higher Education Policy Center, LLC
(SHEPC), which was formed on December 17, 2003 for the purpose of owning and operating
a building located in Boulder, Colorado, in which its three owners—-SHEEO, National Center
for Higher Education Management Systems and Western Interstate Commission for Higher
Education-are tenants. SHEEO has guaranteed SHEPC’s $1,423,499 in debt obligations in the
event that SHEPC does not make full and prompt payment when its debt payments come due,
and along with the other two owners is responsible for sharing the costs of operating the
building.

SHEEO’s interest in SHEPC is accounted for by using the equity method of accounting.
SHEEQ’s share of net operating costs of SHEPC is considered to be primarily occupancy
expenses of SHEEO and is included in expenses in the Statement of Activities. These
expenses totaled $101,161 inboth 2013 and 2012. During the years ended September 30, 2013
and 2012, SHEEO made capital contributions to SHEPC of $101,161, each year.

Selected summarized audited financial data related to SHEPC’s operations, as of and for the
years ended June 30, 2013 and 2012, is as follows:

2013 2012
Revenue $ 2,678 $ 2,115
Expenses ( 446.953) ( 443.258)
Net Loss $( 444.275) $( 441.143)
Total Assets $ 4607896 8 4.653.169
Total Liabilities $ 1461845 8 1.586.641
Members” Equity $ _ 3.146.051 $ _ 3.066.528

DESIGNATED RESERVE FUND

During 2002, SHEEO’s executive committee voted to designate $300,000 of the unrestricted
net assets to finance important non-recurring priorities and to maintain a continuity of services
and staffing at SHEEO in the event of unexpected revenue declines. At the March 6, 2003
executive committee meeting, the executive committee voted to increase the designated
reserve fund to $350,000. At the July 19, 2007 executive committee meeting, the executive
committee voted to increase the designated reserve fund to $550,000. At September 30, 2013
and 2012, the designated reserve fund totaled $550,000 and was invested in certificates of
deposit and cash.



NOTE 6:

NOTE 7:

NOTE 8:

NOTE 9:

NOTE 10:

STATE HIGHER EDUCATION
EXECUTIVE OFFICERS ASSOCIATION

Notes to Financial Statements
September 30, 2013 and 2012

DEFINED CONTRIBUTION PLAN

SHEEO has a defined contribution pension plan covering all full-time employees. SHEEO
contributes monthly to the plan an amount equal to 10% of gross salaries of the participants.
Total pension expense for the years ended September 30, 2013 and 2012 was $133,608 and
$137,788, respectively.

LEASES

SHEEO had a noncancellable operating lease for a copier machine that expired in December
15, 2013. On September 30, 2013, SHEEO entered into a new operating lease for a copier
machine that expires on September 30, 2017. Total rent expense for the leases were $7,288
in 2013 and $7,818 in 2012.

Future minimum lease payments as of September 30, 2013 are as follows:

2014 $ 4,476
2015 4,476
2016 4,476
2017 4,476
Thereafter —

1704

CONCENTRATIONS OF REVENUE

SHEEO recognized the following revenues from significant grants and contracts during the
years ended September 30, 2013 and 2012:

2013 2012

% of Total % of Total
Amount Revenue Amount Revenue

Bill and Melinda Gates
Foundation $ 556,775 20.0% 766,231 26.2%
Lumina Foundation 236,181 8.5% 309,779 10.6%
U.S. Dept of Education 311,740 11.2% 313,399 10.7%

MMITMENTS AND NTINGENCIE!

SHEEO receives grants from various sources which are subject to final review and approval,
depending on the allowability of corresponding expenses charged to those programs. Any
expenses not allowed by the granting authority would be reimbursable by SHEEO.

BSEQUENT EVENT:!

Subsequent events have been evaluated through December 19, 2013, which was the date the
financial statements were available to be issued. There were no significant subsequent events
noted.

11
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Sate Higher Education Executive Officers

Fiscal Year 2015 Dues Schedule (10%increase)

Average of FY14, FY13, and
FY12 Appropriations (Dollars
Sate in Thousands) Qass Dues Notes

Alabama 1,447,448 ) $ 19,597
Alaska Commission on Postsescondary Education 369,984 2 $ 6,334 a
University of Alaska System 369,984 2 $ 6,334 a
Arizona 846,916 4 $ 18,088
Arkansas 911,364 4 $ 18,088
California 9,862,154 ) $ 19,597
Colorado 655,863 3 $ 14,698
Gonnecticut Board of Regents for Higher Education 972,442 4 $ 10,853 a
Connecticut Office of Higher Education 972,442 4 $ 10,853 a
Delaware 219,098 2 $ 10,556
District of Columbia 1 $ 6,405
Horida 3,632,328 5 $ 19,597
Georgia 2,707,122 5 $ 19,597
Hawaii 514,554 3 $ 14,698
Idaho 356,128 2 $ 10,556
lllinois 3,748,047 5 $ 19,597
Indiana 1,602,053 5 $ 19,597
lowa 783,701 4 $ 18,088
Kansas 783,154 4 $ 18,088
Kentucky 1,201,845 4 $ 18,088
Louisiana 1,176,823 4 $ 18,088 b
Maine 269,270 2 $ 10,556
Maryland 1,649,543 5 $ 19,597
Massachusetts 1,005,632 4 $ 18,088
Minnesota Office of Higher Education 1,321,597 5 $ 11,758 a
Minnesota Sate Colleges and Universities 1,321,597 5 $ 11,758 a
Mississippi 950,994 4 $ 18,088
Missouri 947,756 4 $ 18,088
Montana 210,418 2 $ 10,556
Nebraska 666,061 3 $ 14,698
Nevada 477,567 3 $ 14,698
New Hampshire Division of Higher Education Higher Education Commission 92,440 1 $ 3,843 a
University System of New Hampshire 92,440 1 $ 3,843 a
New Jersey 1,959,069 ) $ 19,597
New Mexico 835,929 4 $ 18,088
New York 4,979,348 5 $ 19,597
North Carolina 3,653,491 5 $ 19,597
North Dakota 365,821 2 $ 10,556
Ohio 2,053,383 ) $ 19,597
Oklahoma 1,024,037 4 $ 18,088
Oregon 592,618 3 $ 14,698
Pennsylvania Department of Education Office of Postsescondary and Higher Education 1,787,721 5 $ 11,758 a
Pennsylvania Sate System of Higher Education 1,787,721 5 $ 11,758 a
Puerto Rico 1 $ 6,405
Rhode Island 170,386 2 $ 10,556
South Carolina 891,706 4 $ 18,088
South Dakota 191,838 2 $ 10,556
Tennessee 1,485,984 5 $ 19,597
Texas 6,474,235 ) $ 19,597
Utah 758,676 4 $ 18,088 b
University of Vermont 90,589 1 $ 3,843 a
Vermont Sate Colleges 90,589 1 $ 3,843 a
Virginia 1,702,451 ) $ 19,597
Washington 1,435,149 5) $ 19,597
West Virginia 535,104 & $ 14,698
Wisoonsin 1,128,223 4 $ 18,088
University of Wyoming 357,980 2 $ 6,334 a
\Wyoming Community College Commission 357,980 2 $ 6,334 a

TOTAL $ 831,522

Source: Sate Support for Higher Education Database (SSDB)

a) In states with two members, each agency pays 60%of class fee.
b) State changed dass this year.
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Sate Higher Education Executive Officers

Fiscal Year 2015 Dues Schedule
(10%increase from FY14)

Appropriations Sze FY14 Dues FY15 Proposed Dues
$170 M or Less $5,823 $6,405
$170.1M - $450 M $9,596 $10,556
$450.1M - $740 M $13,362 $14,698
$740.1M-$1.3B $16,444 $18,088
More than $1.3B $17,815 $19,597
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STATE HIGHER EDUCATION EXEQUTIVE OFFICERS
Executive Committee Officers
Fiscal Year 2014

Teresa Lubbers, Chair
Commissioner
Indiana Commission for Higher Education

Robert LKing, Chair Bect
President
Kentucky Council on Postsecondary Education

Andy Tompkins, Treasurer
President and CEO
Kansas Board of Regents

Jack RWarner, Past Chair
Executive Director and CEO
South Dakota Board of Regents
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\ SHEEO

STATE HIGHER EDUCATION EXECUTIVE OFFICERS ASSOCIATION

ANNUAL REPORT 2013-2014
Review of Activities

SHEEO is a go-to place for states and for the federal government regarding higher education policy and
financial data, but also is called upon by a variety of organizations to help shape policy and legislation.
Han[f1] Orange’ [{Plarticipation on the Technical §ymposium for [Fié U.S Depar{Fen(%f Educalith’[7]
Postsecondary Institution Ratings System and in the White House meetings regarding sexual assault on
campusillustrates the value the national government sees in its work with SHEEO. SHEEO has worked
with three divisions within the Department of Education on a variety of topics from the ratings system
to Arst in the World, finandial aid, workforce, and veteran[féducation. Qlearly, the federal government
turns to SHEEO for advice, for outreach to states, and for analysis. We have become a conduit to our
members and to others within the higher education community with respect to getting out the word on
federal programs and initiatives.

Charles Lenth continues to work with the largest of the regional accrediting agencies—the Higher
Learning Commission—on a joint approach to the issues raised by the impending reauthorization of the
Higher Education Act. Virtually every member of the SHEEO staff has been asked directly by state,
federal, and association leaders to help them frame and implement policies or to find out the pulse of
SHEEO members on a given topic or approach.

Sudent success is one of the paramount challenges facing American society. The issues we confront
(fewer high school graduates, changing ethnic characteristics of the college population, fewer state
resources per student to support higher education, lower incomes for families of future students than
those that prevailed in the past, and high numbers of students who are not ready to perform effectively
in college-level work) are all mattersthat SHEEO already is addressing or can be expected to deal with in
the upcoming year. In addition, the effective use of data and data systems to inform and advance
policielTimed alfithproving [Miden[Hibce[FEill be on SHEEO [Thdar [Gleen aFhé nexT&hr unfold[Z]

Active partnerships with states (as exemplified by the nine-state Multi-Sate Collaborative to Advance
Learning Outcomes Assessment, which also includes active engagement by the Association of American
Qolleges and Universities (AAC&U)); with other associations (such as the work with the Association of
Governing Boards (AGB) on board member education and the Education Commission of the States (ECS)
on admissions policy and remedial education definitions); and also the active work with the American
Association of Sate Colleges and Universities (AASOU) and the Council of Chief Sate School Officers
(OGCS0) on the College and Career Readiness Partnership (OCRP) and with the National Governors
Association (NGA), the National Council of Sate Legislatures (NC), and others on the Improving
Sudent Learning at Scale project); with the federal government (as evidenced by the recent
par(itpalith bEHian[i} Orange noted above plus the SHEEO work supporting the national IPEDSdata
conference); and even with international organizations (with the Organisation for Economic Co-
operation and Development (OECD) on the AHELO project and with the Wellington Group on sharing
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ideas, policies, and practices about higher education among eight English-speaking countries) are ways
of extending the impact of SHEEO work. On that last note, Bob King and Mike Rush joined Jeff Appel and
George Pernsteiner asthe U.S delegation to the Wellington Group biennial meeting in Edinburgh,
learning how similar are the issues that confront public higher education in many English speaking
countries.

After several meetings with representatives of the Bill and Melinda Gates Foundation, SHEEO was
invited to submit a proposal for a $1 million two-year grant to update work done earlier regarding state
polfBtondar(da AT HEM (A “ SEdng Foundalieh®repor(Hlade[&imine how dalakdiidi(Ere ulad
by states to advance policy and improve student success. Also, part of this work will be the development
of examples of how states are using data most effectively and convening to share effective practicesin
the use of data with both data collection and analysis professionals and with state policy makers. Many
states have increasingly powerful data systems, linking postsecondary education information with that
from K-12 and the workforce, but few have yet found ways of using the information from these systems
to drive policy change and student success. Part of this grant would be to shine alight on those who are
most successful and develop suggestions about what other states might be able to do to use data to
inform policy and practice.

During 2014, SHEEO [[grelidlen[fa T hbken [Blgoverning and coordinaliblg boards in several states
about effective organization and practice in SHEEO offices and how states and their SHEEOs can
promote and advance student success agendas and efforts. This work tied in, too, with the joint effort
with the Association of Governing Boards regarding board member education, and led to the
development of atemplate of the kinds of functionsthat effective SHEEO offices tend to have.

Many of these undertakings began under the leadership of Paul Lingenfelter, and his very positive stamp
remains on this organization. His work in securing the financial support of a number of national
foundations (Lumina, Hewlett, Gates, Spencer) has connected SHEEO with some of the major funders
and most prominent voices in contemporary higher education.

Thisreport of activities highlights some of the most salient work SHEEO and its staff have undertaken
since the start of the fiscal year in October 2013. Obviously, many more such efforts could have been
included. The SHEEO staff is exceptionally dedicated, qualified and committed to the effectiveness of
state higher education policy and to student success more generally. Their work isintended to provide
members with assistance that will matter in their states, and to provide a voice for our memberswith
national organizations and the federal government.

Thisreport is organized around the themes adopted by SHEEO in 2012: student learning/ accountability
(now renamed Sudent Learning, in line with the change in the name of the Policy Gollaborative Network
team), and data & information management (a category that, in this progress report, has been

expanded to include finance and affordability in order to more accurately expressits scope). This report
does not chronidle the vast amount of time and thought that go into preparing for and presenting the
Annual Meeting and Higher Education Policy Conference—opportunities that permit our members not
only to learn what is happening and expected to happen in higher education policy, but also to interact
with and learn from one another. Nor doesiit report about the learning opportunities afforded by the
three Peer (ollaboration Networks, the Leadership Seminar for new SHEEOs, or the Leadership Academy
for policy staff. These activities provide the professional development opportunities so central to

SHEEO CrhilT3Ehn of [@pporlinl iEhember[]
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STUDENT LEARNING/ ACOOUNTABILITY

Through the College and Career Readiness Project (QCRP), SHEEO partners with OCSSO and AASCU to
work with state-designated leadership teamsto promote understanding and implementation of the
Common Core Sate Sandardsin English language arts and mathematics. Now finishing its third year,
the OCRP project is supported by both the Lumina Foundation and the William and Fora Hewlett
Foundation. Over time, this project has grown to include 11 states (Arizona, Connecticut, Maryland,
Michigan, Missouri, Nevada, New York, Oregon, South Dakota, West Virginia, and Wisconsin). At the
third national OCRP state team meeting, held March 5-7, 2014, in Baltimore, participating states outlined
plans and strategies for the remaining months of the project, including a number of state summits or
other initiatives to help prepare for new college and career readiness standards in the upcoming
academic year.

In late 2013, a second cross-state project on Common Core implementation was initiated in partnership
with the National Governors Association, the National Council of Sate Legislatures, and OCSO. The
Improving Sudent Learning at Scale (ISLS) project works with state teams from Arizona, California,
New Hampshire, Washington, West Virginia, and Wyoming, where implementing the Gommon Core
faces particular challenges because of changes in state structures, lack of coordination, leadership
changes or other factors. The initial national state team meeting took place in late 2013, and technical
assistance and planning meetings have been held in all five states, led by NGA. Supported by the
Helmsley Trust and the GEFoundation, fundraising activities are continuing so that we and the other
par[Bér(fgan complelEIRé projed Tork, hopefull fih 2014-15.

SHEEO also convened a dozen SHEEO agendies in early January to discuss communication challenges
around the Gommon Core and how higher education voices can be most effectively heard in the states
concerning this timely and important education initiative whose impact on higher education and on
student success is expected to be profound. SHEEO also encouraged members who were willingto do
50, to endorse Common Core effortsto show higher education support for standards and for
assessmentstied to measuring student progress against those standards.

SHEEO continues to participate in the two state consortia developing new College and Career Readiness
assessments based on the Common Core. George Pernsteiner serves as one of the national higher
education leaders on the PAROC Advisory Coundil for College Readiness; Charles Lenth has been one of
two higher education members of the Smarter Balanced Executive Committee since 2012. SHEEO
member agencies participate in state leadership teams for both consortia, and SHEEO regularly provides
joint meeting opportunities for both consortia at annual meetings.

During the past year, SHEEO collaborated with AAC&U and Richard Freeland, SHEEO for Massachusetts,
in launching the Multi-State Collaborative to Advance Learning Outcomes Assessment (MSC). This new
consortium of nine states and 68 colleges and universities will use selected AAC&U LEAP VALUE rubrics
and common analytic frameworks to permit faculty to assess samples or "artifacts" of actual student
work, and then rate, "scale," and potentially compare student learning by institutional level or type
within and across states based on three VALUE rubrics: written communication, quantitative reasoning,
and critical thinking. Julie Carnahan led efforts to develop this project to the point that it could secure
external funding late in 2013, through a sub-grant from AAC&U as part of alarger, integrated set of
activities funded by the Bill & Melinda Gates Foundation. A pilot study is underway to determine the
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feasibility of broad implementation of this approach. Afurther phase will be developed with AAC&U and
partner states.

The SHEEO P-16 Teacher Professional Development Collaborative operates as a network for
information sharing, strategizing, data collection and reporting, and collective problem-solving for grant
administrators from all 50 states (generally, SHEEO agency staff) responsible for the EEEATitle I, Part A,
Subpart 3, Improving Teacher Quality Partnership Sate Grants. The latest data collection to
demonstrate the impact of the program is underway, along with plansfor the annual Collaborative
meelihg in conjuncibh wilRISHEEO [Higher Educalih Polid idonference in AugulF]

In 1a[2013, SHEEO became a nalidhal par{fiér in 0CSSO[ENetwork for Transforming Educator
Preparation (NTEP) initiative, which engages cross-sector state teams in moving educator preparation
program approval, licensure, and data systemsto a performance-bal&4 model. One of SHEEO [rble[Fd ]
anational partner isto work through its members in the seven NTEP states—Connecticut, Georgia,
Idaho, Kentucky, Louisiana, Massachusetts and Washington—to ensure substantial and effective higher
education engagement in the initiative. NTEP (tho[lf&cen[Ebnvening and informaliah [Baring walfin
June 2014.

SHEEO continues to work with the National Association of System Heads (NASH), an organization to
which alarge percentage of SHEEO members belong, to highlight the work of higher education agencies,
systems, and institutionsin transforming educator preparation programs. The Advancing Educator
Preparation Initiative (AEP!) began last year with meetings and conference calls of higher education
leaders from eight states—daho, Kentucky, Maryland, New York, North Carolina, South Dakota, Texas,
and Wisconsin. Work is progressing to enhance the project’ [idreb resources and to co-sponsor webinars
highlighting effective strategies and practices. Nancy Zimpher, the chancellor of the Sate University of
New York, conducted the most recent webinar this spring. The NASH/ SHEEO Initiative participants will
meet again at the Higher Education Policy Conference in August to share ideas and to chart future work.

Sharmila Mann of SHEEO, who facilitates both the NTEP and AEP! efforts, also serves on the Gouncil for
the Advancement of Educator Preparation Continuous Improvement Accreditation Commission as well
asthe CAEP State Alliance, following Paul Lingenfel[Bf [T&ivice on CAEP[[@ommission on Sandards
and Performance Reporting.

The State Authorization Reciprocity Agreement (SARA) arose out of efforts by SHEEO, the Association
of Public and Land-grant Universities (APLU), the Western Interstate Commission for Higher Education
(WICHE), the Coundil of State Governments (CSG), and the President[Forum to create a smoother path
to the authorization of distance education providers across state borders. The SHEEO State
Authorization Survey has provided the field with an open, periodically updated source for program
authorization requirements in all 50 states, the District of Columbia and Puerto Rico. As development
and implementation of new Sate Authorization Reciprocity Agreements ramp up, SHEEO continuesto
connect with national and regional SARA directors and state agency staff, and to provide a variety of
summary reports. On May 28, 2014, SHEEO—in cooperation with the Pearson Company—aunched a
web-based platform for the authorization survey that permits easier updates, simplified report
generation, and more timely information.

SHEEO also continues to work through various other channels to improve communications and working
relationships between regional accrediting associations and state agencies. For example, collaboration
continues to expand between the Higher Learning Commission and the 19 statesin which it accredits
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colleges and universities, in three areas—reducing redundancy in data reporting, quality assurance for
dual credit programs, and distance education authorization and consumer protection. In support of
another collaborative effort, SHEEO participated in a meeting of the Multistate Collaborative for Military
Credit (MOMC), arapidly expanding group of states and institutions committed to working together with
the U.S Departments of Veterans Affairs, Defense, and Education, and a White House task force, the
American Council on Education, CAH, and others to facilitate the transition of military training and skills
into postsecondary degree and certificate credits.

DATA & INFORMATION MANAGEMENT, ANANCE AND AFFORDABILITY

Hfective educational policy and practice require sound data on attainment, student progression, the
cost and price of education, degrees by field of study, and more. Data and information resources,
research, and productivity have been in(Bdral componenlEE8f SHEEO ChilEibin for man[E&hr(fin [Eine
cases, we have undertaken specific data projects; in many other cases, providing general information on
state and national data activity has been useful to our members as they implement policies that impact
student success. The following are components of our current data and information management
agenda:

Postsecondary Institutional Ratings System (PIRS) isa United Sates Department of Education initiative
to assess the performance of all institutions of higher education with the stated goals of advancing
institutional accountability while also enhancing consumer information. There is a significant amount of
development work needed under a very tight schedule (operational by the 2015 academic year) and the
National Center for Educational Satistics has asked for input on the data elements, metrics, methods of
data collection, methods of weighting or scoring, and presentation frameworks needed for a PIRS The
details are still being determined, but the Department of Education intends, through these ratings, to
compare colleges with similar missions and identify colleges that do the most to effectively educate
disadvantaged and underrepresented students, as well as colleges that are improving their
performance. In the upcoming reauthorization of the Higher Education Act, the President may propose
allocating financial aid based upon these college ratings, by 2018. SHEEO was among the national
organizationsthat provided commentsto the United Sates Department of Education concerning the
paramel Bl TRABhigh[PPer(Bih [BIPIRS and SHEEO [(Han[f} Orange waltane of julFl7 exper(EH kéd [E]
participate in the first (and, thus far, only) technical panel on the system.

SHEEO continues to develop the idea for a federal-state matching need-based grant program, voted on
blfthemberFl AT EAr [FEnhnual meeling. SHEEO [T&ff continue to work to develop thisidea. Senior
Policy Analysts Andy Carlson and Katie Zaback recently co-authored Moving the Needle: How Finandial
Aid Policies Can Help Sates Meet Sudent Gompletion Goals, a SHEEO white paper written with support
from the Lumina Foundation as part of its series exploring new models of student financial support.
Published in the spring of 2014, this paper focuses on how states with unique systems and structures
can independently and in partnership with the federal government use financial aid to improve
completion in order to meet national and state goals, and it makes a specific recommendation for a
federal-state matching program that focuses or reducing net price for the lowest income students, and
increasing completion.

Common Education Data Sandards (CEDS) development continues and Version 4.0 was released in late
January 2014. CEDSis not a data collection, but alist of data elements with definitions, option sets, and
an XML schema, to be used in the development of a common vocabulary for a core subset of data
elements in multiple data systems. We anticipate future versionsto increasingly have a P-20W focus.
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SHEEO and Complete College America (OCA) continued their four-year partnership to collect the
Common Completion Metrics. SHEEO worked with the 35 participating states this spring collecting both
state and institutional level data. SHEEO also provides standard repor![Efbr [THEeach [#hr afGcA
Annual Convening a[Well al Tlippor(iflg CCA il @lof (Rel@lmelFitl FOCA [FhholTifécenEbpor (il el Tha[ &l
and other datato highlight a series of five game changers, state level policies that show promise in
improving student completion. The policies encouraged greater state focus on degree attainment,
improving remediation and darifying student pathways. As we move into year five in collecting these
metrics, SHEEO looks forward to working with OCA and its member agencies to understand how we
might improve the metrics to reduce burden and ensure the greatest value.

The American Association of Community Colleges (AACC), in partnership with APLU and AASQU, has
begun a new Gates funded initiative, Post Collegiate Outcomes (POO), designed to develop a strategic
framework to identify and report on post-collegiate outcomes. SHEEO, [Rlough Han[:} Orange, i)
participating on the advisory committee charged with defining the scope and anticipated
accomplishments of the initiative.

The WICHEmultistate data exchange is concluding its pilot with state-level reports detailingthe
regional K-12, postsecondary education, and workforce trends for Washington, Oregon, Idaho and
Hawaii. The data sharing among the four states has demonstrated the value in following students and
their data across state borders. SHEEO hal*Been an ad e [Bam member [fHoe (Rl ffrojed Hinceplibh.
WICHE expectsto be able to continue and expand this work and SHEEO intends to continue participating
in thisimportant and timely effort.

Sate Data Gonference and IPEDS Coordinator Workshop. Each year a national data conference is held
to address IPEDSdata collection, federal and state data issues, and related postsecondary education
topics. Typically, about 140-150 individuals from the state agencies, representatives of the independent
sector, and national associations attend this conference sponsored by NCESand supported by SHEEO.

The 2014 Sate Data Gonference and IPEDSWorkshop was held on April 14-16 in Washington, D. C. The
Workshop portion of the conference incdluded training for new state coordinators, a review of recent
changesin the IPEDSdata collection, and anticipated refinements for the upcoming year. The Data
Conference continued with plenary and concurrent sessions on a variety of timely postsecondary data and
policy topicsindluding:

e Proposed Postsecondary Institution Ratings System;
Sate Longitudinal Data Systems;
Gainful Employment Disdosure Template;
Using Data to Meet Gollege and Career Readiness Goals;
Assessing Community College Sudent Outcomes;
Moving the Needle: How Existing Financial Aid Policy Recommendations May be Used to Help
Sates Meet Their Completion Goals; and
e Sudent Achievement Measures (SAM) Project.

Reporting on fiscal issues and policies in the states continues to be a priority at SHEEO. The 2013 edition
of the Sate Higher Education Finance (SHEF) report was issued this spring and will be available in print
format by the time of the Annual Meeting. The report again received significant press attention and
continues to be the primary resource for understanding state trendsin financing higher education. Andy
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Carlson, SHEF project manager, is currently working with stakeholders to review the current data and
report and make recommendations for future enhancements and adjustments that may make SHEF
even more useful to our members and the policy community. Our periodic update on Sate Tuition, Fees
and Fnancial Assistance Policies For Public Colleges and Universities was published in September 2013.
This year we were able to use this report to inform our work on “Moving the Needle,” and we hope to
continue to use the results of this survey to inform work around college affordability.

We continue to monitor and consult on K-12 and postsecondary data alignment and have participated
in preliminary discussionsin a National Academy of Stiencesinitiative for developing a data system for
teacher preparation.

The possible support from the Bill & Melinda Gates Foundation is expected to provide SHEEO with the
resources [Blup(al&[E8“ Sfdng Foun[&bns” repor(issuelfih 2011, [ Bimine wlid Z3(alEs are
most successfully using the data from their systems (including longitudinal data systemslinked to K-12
and workforce) to track and advance student success, and to offer opportunities for state data and
policy leaders and staff to learn how to effectively use the massive amounts of student data now
available to them to help achieve state goals.

CONGLUSION

In addition to the extraordinary work of the SHEEO staff summarized in this report, SHEEO was involved
over the past nine monthsin a wide variety of activitiesin support of its members (as with member-
requested surveys about specific topics and member-posted position recruitments) and student success
(from GCommon Core Sate Sandards to expanding participation in the American College Application
Campaign initiative sponsored by the federal government and the American Gouncil on Education).

But alarge part of the value of SHEEOis to look forward to identify and share with members some of the
more important trends and developmentsthat can be expected to affect their work. Often, these
cannolthe fore[&&n a [&hr or more in advance (alWilRPre[iden[{Obama’ ekl for a ratings system). But
many of the challenges and opportunities can be anticipated and work begun, either with members or
with the support of external funders, in advance of crises. Further, some aspects of the AlRkia[ian'[]
work can and must be expanded in order for SHEEO and its members to be effective in future years.

The issues facing American higher education identified earlier in thisreport have been the meat of
SHEEO [olid dork in (B pal [Héw [Ehr{Eihe foculion [[denHiboe FTRA HaTHeen our touchstone
has led usinto investigations into affordability for students, into performance funding, into teacher
preparation and professional development, into improved data systems, into assessing the quality of
learning, and into strong connections with K-12 schools with respect to the Common Core and dual
enrollment. Those same issues also will lead us, inescapably, into institutional cost control, educational
technology, high school noncompletion, equity of outcomes, valuing learning proficiencies earned
oulliHle [hé [FadiliBhal clalFBdom, velBian[Eéducalith, and effective remedial education. It will not be
possible for the United Sates or its states to achieve needed educational attainment goals without
strong and effective effortsin those areas. SHEEO will need to delve into effective educational practice
and into scaling lower cost, but high quality education options. It will demand that we understand better
how to help students finish high school and master the learning needed to succeed in college level
courses, with or without effective remediation. It will necessitate that we learn more about and partner
more dolBIilAlAmerica ldbmmunillEBollege[Tit will demand that we understand the challenges
faced by real students asthey move through (or even around) our traditional educational system. And it
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will require that we understand, can measure and certify learning much better than we do today. Asa
nation, and as states, we have learned how to educate our most academically and financially
advantaged students. And, in the past, that might have been seen as enough. But the demands of a
global society and economy require that what once was good enough is good enough no longer.
Tomorrow we must provide ALL students with the learning they need to succeed.

The challenges for American higher education, and the challenges for SHEEO and its members, are to
educate more students, educate them better, educate them less expensively, demonstrate their
learning more dearly, and certify that learning—even if it did not all come through our traditional
colleges and universities. We need to partner with K-12 more directly and meaningfully than ever before
and become much more expert in remediation, in acceleration, and in learning assessment. We need to
understand and use data more effectively as a tool for student success and for accomplishing state and
national goals. These are tall orders, and these will be the areas of focus for much of SHEEO [{Hursuit of
grant requestsin the coming months and years.

In addition, the profession of state higher education policy is becoming more complex and the role of
SHEEOs more difficult. Consequently, we have proposed to Lumina Foundation this year that a much
more deliberate professional development pathway be developed and deployed, from early-career
professionals to mid-career policy and finance leaders to SHEEOs themselves.
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SHEEO STAFF AND THEHR AREAS OF EXPERTISEAND RESPONSIBILITY

B

John Armstrong, Information Analyst; data analysis, data visualization, Complete College
America (OCA) data collection, analysis, and technical support, SHEEO state authorization
survey support, Sate Higher Education Finance (SHEF) support

Gloria Auer, Bxecutive and Editorial Assistant and Administrative Director of the Multi-
Sate ollaborative to Advance Learning Outcomes Assessment (MSC); website and
database content management; editing; proofreading; annual salary survey; meeting
planner; support for all policy and administrative staff

Andy Carlson, Senior Policy Analyst; higher education finance, productivity, Sate Higher
Education Finance (SHEF) report, tuition and fees, financial aid, Sate Policy Research
Center (SPRC) analytic studies and policy reports, Multi-Sate Collaborative Sampling
Subgroup

Julie Carnahan, Senior Associate; leadership and coordination for the Multi-Sate
Gollaborative to Advance Learning Outcomes Assessment (MSC), Peer Gollaboration
Networks (PONs), and Higher Education Policy Conference (HEPC)

Gladys Kerns, Director of Administrative Operations; accounting, meeting planner of
Annual Meeting and Higher Education Policy Conference, overall administrative support
and supervision

Charles S Lenth, Vice President for Policy Analysis and Academic Affairs; academic policy,
quality assurance, accreditation, assessment, Smarter Balanced Executive Committee,
Assessment of Higher Education Learning Outcomes (AHELO) national project manager,
(Gollege and Career Readiness Partnership (OCRP) and Improving Sudent Learning at Scale
(I9.S) project teams

Hans Pe[&f L Orange, Vice President for Research and Information Resources; information
resources and technology in higher education, Common Education Data Sandards (CEDS),
P-20W data development and alignment, data interoperability standards, higher
education analytics and metrics, institutional research, NCESliaison and data support,
Integrated Postsecondary Education Data System (IPEDS), annual NCESIPEDS
CGoordinators Data Conference, Postsecondary Institution Ratings System (PIRS)
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Sharmila Basu Mann, Senior Policy Analyst; college access, P-20 alignment, educator
quality, state authorization; leadership of SHEEO K-16 Teacher Professional Development
Gollaborative, SHEEO state authorization survey, and NASH-SHEEO collaboration; SHEEO
liaison to Council for Accreditation of Educal&it Preparalith (CAEP), 0CSSO'[INelfabrk for
Transforming Educator Preparation (NTEP), and the In[HIIEbf Higher Educalioh PolidZE]
(IHEP) Pathways to College Network; College and Career Readiness Partnership and
Improving Sudent Learning at Scale project teams, Multi-Sate Gollaborative Working
Group and Faculty Engagement Subgroup

Chris Ott, IT Administrator; IT system management, research support, Complete College
America (OCA) data collection and technical support

George Pernsteiner, President; overall direction of SHEEO operations and programs,
direct connection with members, participation in several SHEEO projects (including the
Board Member Education Program partnership with AGB) and in the efforts of other
organizations (including membership on the Remedial Education Task Force
commissioned by ECSto develop a common set of definitions for remedial and
developmental education for use by all states), PAROC, ACAC, development of
professional development pathway, etc.

Angela Sanchez, Execullvk ATRITANHiuppor(Ebr George Pern[fdiner, Han[Ll Orange, Kali&
Zaback, Andy Carlson, and John Armstrong; meeting planner for data conference, SHEEO
Academy and SHEEO Leadership Seminars, OCA data collection customer support

Katie Zaback, Senior Policy Analyst; Complete College America data collection and
analysis, Common Education Data Sandards, Multi-Sate Collaborative Data Management

=3 and Sampling Subgroup member, higher education metrics, institutional research and
higher education data sets, financial aid, Sate Policy Research Center (SPRC) analytic
studies and policy reports
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SHEEO BYLAWS CHANGE PROPOSAL

Last year, the members approved a change to the bylaws that permitted the organization to extend
membership to certain types of institutions. Asaresult, California Sate University has requested to join
and othersmay do so in the future.

However, when a U.S territory recently inquired about membership, it appeared that SHEEO's current
bylaws do not permit membership by aterritory. Snce Puerto Rico, aterritory, has been an active
member for many years, it would appear that at some point in the past the term “state” wasinterpreted
to mean state or territory or (in the case of another member, the District of Golumbia) other type of
legal entity that has the same functions as does a SHEEO agency.

It would seem appropriate to amend the bylawsto permit membership by entities such as Puerto Rico
and the District of Golumbia. It also appearsthat the current language allows membership by an entity
that has responsibility for the majority of four-year institutionsin a state, but no such language
embraces an entity that might have such responsibility for the majority of the two-year institutionsin a
state.

Saff is proposing a set of housekeeping amendmentsto the bylawsthat darify that entities with SHEEO
responsibilitiesin and for territories, districts, and possessions of the United Sates can be treated in the
same manner as entities with similar responsibilities in states. Saff also is proposing that an entity with
responsibilities for two-year institutions be eligible in the same way as is an entity with responsibility for
four-year institutions.

Although these amendments would permit the admission (with the approval of 2/ 3 of the Executive
Committee) of additional U.S territories, they also clarify and ratify the membership status of several
current members.
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STATE HIGHER EDUCATION EXECUTIVE OFFICERS ASSOCIATION

Constitution and Bylaws
ARTICLE I - NAME
The name of the organization shall be: The State Higher Education Executive Officers

Association.

ARTICLE II - OBJECTIVES
The objectives of this association shall be to:

1. Assist state higher education executives and the states as they seek to develop and sustain
excellent systems of higher education.

2. Emphasize the importance of state planning and coordination for higher education by
promoting effective strategic planning and statewide coordination and governance in
meeting state needs and obtaining public confidence and support for higher education.

3. Develop policies and procedures and speak as a national organization in public and private
forums with the goals of promoting the interests of the states in effectively planning and
financing higher education.

4. Promote cooperative relationships with federal agencies, colleges and universities, and
higher education and other associations in the:

collection and exchange of data and information,

development of standard definitions and practices,

conduct of studies, and
development of higher education in the public interest.
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