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I.
Call to Order
II.
Adoption of Agenda

MOTION
"The Finance and Audit Committee adopts the agenda as presented.

I.
Call to Order

II.
Adoption of Agenda

III.
Full Board Consent Agenda

A.
Approval of Amendments to the Consolidated Fund Investment Agreement

IV.
Ongoing Issues

A.
Status Report on the FY05 Operating and Capital Budget Request Guidelines
B. Status Report on Community College Mission Audit

C. Regents’ Finance Focus Issues – Strategic Plan 2009 

V.
New Business

A.
Budget Modeling to FY09 – Finance Committee Work Session
VI.
Future Agenda Items

A.
Community College Mission Audit

B.
Finance Focus Issues – Strategic Plan 2009

C. Acceptance of Financial Statements

D.
Guidelines for FY05 Operating and Capital Budget

E.
New Facility Annual Operating Cost Impact Analysis

F.
External Report on UA Budget Process and Ideas for Base Budget Review and Reallocation

VII.
Adjourn
This motion is effective February 20, 2003.”

III.
Full Board Consent Agenda
A.
Approval of Amendments to the Consolidated Fund Investment Agreement
Reference 15

The investable resources of the university’s land-grant trust fund and the University of Alaska Foundation’s pooled endowment funds are combined for investment purposes under a consolidated fund agreement.  The agreement delegates investment authority for the fund to the University of Alaska Foundation and its Investment Committee.  

Based on adverse market conditions, the Investment Committee is actively reviewing its investment strategy.  At the April board meeting, the regents will be provided an update on the UA Foundation’s financial condition, the investment performance of the Consolidated Fund, and proposed changes to the Consolidated Fund Investment Policy as recommended by the Investment Committee.  The proposed policy changes will be presented at the UA Foundation’s Board of Trustees meeting tentatively scheduled for April 1 and 2 in Juneau. 

In conjunction with the review of investment strategy and asset allocations, the administration noted the Consolidated Fund Agreement should be updated for certain changes in personnel and technical corrections clarifying the role of the Board of Regents as trustee for the university’s endowment trust fund.  A draft amended and restated Consolidated Fund Agreement reflecting proposed changes to the agreement is included as Reference 15.  Vice President Beedle and Associate Vice President Lynch will provide a brief update on activities of the Investment Committee and answer any questions the committee may have regarding the Consolidated Fund Agreement.

The President recommends that:

MOTION

“The Finance and Audit Committee recommends that the Board of Regents approve the amended and restated Consolidated Fund Agreement as presented in Reference 15 and authorize the chair of the Board of Regents to execute the agreement.  This motion is effective February 20, 2003.”
IV.
Ongoing Issues
A.
Status Report on the FY05 Operating and Capital Budget Request Guidelines
Vice President Beedle and Director Pitney will discuss the current activities and emerging issues that are influencing guideline recommendations.  The FY05 operating and capital budget request guidelines approved by the board, are used by the administration to filter and prioritize competing budget requests.  The Board of Regents’ UA Strategic Plan 2009 that is being finalized will be an integral component of both the operating and capital budget request guidelines. 

Capital Budget Request Guidelines:

The capital budget request guidelines will be presented for approval at the April Board of Regents’ meeting.  Given the FY05 capital budget request represents one year of an FY05-FY10 6-year capital budget plan, the request guidelines will detail the process and criteria for selecting and prioritizing capital projects that constitute the Board of Regents’ FY05-FY10 capital plan:

The guidelines will address the criteria and processes that will be used to:

1)
Submit new capital projects or changes to existing projects; 

2)
Evaluate and prioritize FY04 projects not funded by the legislature;

3)
Delete projects which currently exist on UA’s 6-year capital plan; and

4)
Prioritize the FY05 capital budget request.

Currently, the Statewide Office of Budget and Institutional Research is working with the Facilities and Business Councils to establish and refine the processes and criteria to address the items listed above. During this status report, the criteria and processes being proposed will be discussed with Finance and Audit Committee members.  After incorporating committee input, the Capital Request Guidelines for the FY05-FY10 capital plan will be presented to the Board of Regents for approval at its April 17-18, 2003 meeting.

Once the guidelines are approved, MAUs will be asked to submit project changes, project deletions, and new projects for consideration in FY05-FY10.  A list of all projects, detailing changes, additions and deletions will be provided to the Board of Regents at its September 11-12, 2003 meeting.  This list will show all potential variations from the current FY04-FY09 approved capital plan.  The FY05 Capital Budget Request and the FY05-FY10 Capital Budget Plan will be presented to the Board of Regents for its approval in November 2003.

Operating Budget Request Guidelines:

The FY05 operating budget guidelines will be submitted for final approval in June 2003.  Administration expects the FY05 operating budget guidelines will include the following principles and/or themes:

1)
Maintaining UA’s foundation of existing programs and services;

2)
Focusing program growth consistent with UA Strategic Plan 2009 utilizing both new and existing resources;

3)
Enhancing non-general fund revenue sources through partnerships and competitive research;

4)
Demonstrating alignment of existing resources with goals stated in UA Strategic Plan 2009;

5)
Ensuring State appropriation levels are consistent with need, taking into consideration internal resources as well as incremental revenue from non-general fund sources; and

6)
Demonstrating accountability by means of showing efficient and effective use of resources and progress toward measurable programs.

These guiding principles above are consistent with previous board-approved operating budget guidelines.  The administration, however, anticipates added emphasis on demonstrating how existing resources are being incorporated into the budget process and how they are utilized to support focused program growth; stated more simply, demonstrating reallocation of base resources into UA’s normal business process starting with the budget request process.  

Utilizing existing resources most effectively is important to maintain UA’s existing momentum in developing and offering responsive programs and services.  The process, although important to pursue, is difficult to implement in any academic setting; therefore, a variety of techniques and tools are being explored.  To help in this investigative stage, the administration contracted with a higher education budget consultant for advice and direction.  David Maddox, the consultant, has a broad range of higher education budget experience including strategic planning, financial analysis and modeling, benchmarking, business process redesign, responsibility center management, and activities based costing.  He is the author of Budgeting for Not-for-Profit Organizations and has worked with many universities around the country.  During the last week of January 2003, Mr. Maddox spent time with each chancellor, provost, and vice chancellor, President Hamilton, statewide executives, and Regent Rogers.  His recommendations are expected to be available in mid- to late-February.

At the April 2003 board meeting, a draft of the FY05 operating guidelines will be provided to the finance and audit committee for review and discussion.  Board approval of the FY05 operating budget guidelines is scheduled for June 2003.  At the September meeting, the administration will provide information describing the anticipated operating budget request with detail regarding large request items and program growth areas.  A draft of the operating budget will be available in October with board approval scheduled for November 2003.

This is an information item only; no action is being requested at this time.

B.
Status Report on Community College Mission Audit
Reference 16

Vice President Beedle will provide the committee with a brief summary of the preliminary report issued by Internal Audit on the Community College Mission Audit.  In light of the shortfalls of the original legislative audit approach, Vice President Beedle will recommend a approach consistent with other UA Strategic Plan 2009 goals rather than the proposed retrospective audit method.

C.
Regents’ Finance Focus Issues – Strategic Plan 2009
Regent Usibelli and Vice President Beedle will lead a discussion regarding finance focus issues in the Strategic Plan 2009.  This is an information item only; no action is being requested at this time.

V.
New Business
A. Budget Modeling to FY09 - Finance Committee Work Session

Reference 17

Director Pitney and Vice President Beedle will lead a committee work session on budget modeling.  The session is intended to give Finance and Audit Committee members an understanding of how the university's budget and operating metrics will be impacted by various environmental, revenue, and operating assumptions.

Reference 17 is a narrative summary based on the first iteration of UA’s budget model.  This summary provides a broad framework and initial impact of basic revenue assumptions.  The budget model is being refined to include additional assumptions as well as format issues to facilitate communicating budget impacts to a wider audience.  The inherent value of modeling is that as new relationships and new assumption are discovered, the model can be refined to communicate impacts.  Therefore, over the course of communicating the UA Strategic Plan 2009 in terms of budget and operational goals, several iterations will evolve, each of which will reflect what is being learned and incorporated into the decision making process.
VI.
Future Agenda Items

A.
Community College Mission Audit

B.
Finance Focus Issues – Strategic Plan 2009

C.
Acceptance of Financial Statements

D.
Guidelines for FY05 Operating and Capital Budget

E.
New Facility Annual Operating Cost Impact Analysis

F.
External Report on UA Budget Process and Ideas for Base Budget Review and Reallocation

VII.
Adjourn
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