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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 the FY05-FY10 Capital Plan Development Guidelines

B.
Approval of the Consolidated Fund Investment Policy and an Update on the Financial Condition of the Consolidated Fund and the UA Foundation

IV.
Ongoing Issues

A.
Status Report on the FY05 Operating Request Guidelines
B. Finance Focus Issues – Strategic Plan 2009 

C.
Executive Search for Internal Audit Director

D.
Report on April 3, 2003 Meeting Regarding Selection of External Auditors
V.
New Business

VI.
Future Agenda Items

A.
FY05 Operating Budget Guidelines

B.
Finance Focus Issues – Strategic Plan 2009

C.
Acceptance of Financial Statements

D.
New Facility Annual Operating Cost Impact Analysis

E.
Acceptance of FY04 Operating Budget Appropriations

F.
Distribution of FY04 Operating Budget

VII.
Adjourn
This motion is effective April 18, 2003.”

III.
Full Board Consent Agenda
A.
Approval of the FY05-FY10 Capital Plan Development Guidelines


Reference 14

Pat Pitney, director of Budget and Institutional Research, and Joe Beedle, vice president for Finance, will review the proposed FY05-FY10 Capital Plan Development Guidelines. 

The Finance and Audit Committee is asked to recommend approval of the FY05-FY10 Capital Plan Development Guidelines. The proposed guidelines are included in Reference 14.  The guidelines are used by the administration to categorize and prioritize competing capital requests.  Upon completion, the first year of the 6-Year Plan, FY05, will represent the board's capital budget request for FY05, while the comprehensive 6-Year Plan will represent the board-approved capital plan.

The 6-year capital planning process continues the process commenced last year.  Recognizing that last year was the first iteration of 6-year planning, some changes are expected from the current plan. Additionally, new projects will be submitted for consideration in the plan.  Project changes and additions will be tracked and reported throughout the development of the FY05-FY10 capital plan.

The implications of the proposed $45 million per year target in-state funding for the capital plan will be discussed.  The target will be revisited, both in terms of recent annual capital appropriations and potential future GO bond funding.

There are no proposed changes to the categories approved by the board last year.  Main and community campus project requests will continue to be rated separately.  Project categories included in the guidelines are:

1.
Life, Safety, Code, ADA

2.
Essential Renewal and Replacement of Instructional and Telecommunications Equipment

3
Renewal and Renovation

4.
New Construction

5.
Land/Property Acquisition

Capital Plan Development Guidelines are included in project evaluation and prioritization criteria. 

The President recommends that:

MOTION

“The Finance and Audit Committee recommends that the Board of Regents adopt the guidelines for the FY05-FY10 capital plan as presented.  This motion is effective April 18, 2003.”

B.
Approval of the Consolidated Fund Investment Policy and an Update on the Financial Condition of the Consolidated Fund and the UA Foundation


Reference 15

The investable resources of the university’s land-grant endowment (approximately $69 million) and the UA Foundation’s pooled endowment fund (approximately $52 million) are combined for investment purposes under a consolidated fund agreement between the UA Foundation and the Board of Regents.  The Board of Regents, at its February 20, 2003 meeting, approved an updated version of that agreement.  The UA Foundation and its Investment Committee manage the consolidated endowment fund in accordance with investment policies approved by both the UA Foundation’s Board of Trustees and the Board of Regents.   

The Investment Committee includes Chairperson Ed Rasmuson, UA Foundation President Grace Schaible, Regent Brian Rogers, Regent Mike Burns, Greg Gursey, Win Gruening, Alan Head, and Eric Wohlforth.  The Investment Committee has been actively reviewing its fixed income investment strategy based on probable changes in the interest rate environment.  At its January 14, 2003 meeting, the Investment Committee approved a recommendation to adopt the proposed changes to the Consolidated Fund Investment Policy (see Reference 15) and a revised fixed income investment plan.  The plan calls for a passive long-term strategic allocation to a Leman Brother Aggregate index portfolio with a tactical allocation to value added fringe strategies (such as high yield, private debt, or inflation protection vehicles), a short-term allocation to lower duration fixed income investments, and an allocation to an absolute return fund similar to the strategy used for the operating funds.

The UA Foundation Investment Committee has recommended approval of the amended policy as presented in Reference 15, and the Board of Trustees is scheduled to review and approve the amended policy on April 2, 2003.  The proposed changes to the Fixed Income section of the policy are required to allow implementation of the Investment Committee’s fixed income investment plan.  The other changes are relatively minor or routine. 

Based on the availability of time, Jim Lynch, associate vice president, will provide a brief update on the financial status of the UA Foundation and the investment performance of the Consolidated Fund.

The President recommends that:

MOTION
“The Finance and Audit Committee recommends that the Board of Regents approve the amendments to the Consolidated Fund Investment Policy as presented in Reference 15.  This motion is effective April 18, 2003.”

IV.
Ongoing Issues
A.
Status Report on the FY05 Operating Request Guidelines
Reference 16

Pat Pitney, director of Budget and Institutional Research, and Joe Beedle, vice president for Finance, will discuss the current activities and emerging issues that are influencing guideline recommendations.  The FY05 operating budget request guidelines, when approved by the board, are used by the administration to filter and prioritize competing budget requests.  The Board of Regents’ UA Strategic Plan that is being finalized will be an integral component of the operating budget request guidelines. 

The FY05 operating budget guidelines will be submitted for final approval at the June 2003 board meeting.  The proposed FY05 operating budget guidelines are expected to address the following principles and/or themes:

1) Maintain UA’s foundation of existing programs and services.

2) Focus program growth consistent with UA’s Strategic Plan utilizing both new and existing resources.

3) Enhance non-general fund revenue sources, particularly through development efforts, student recruitment, partnerships and competitive research.

4) Demonstrate alignment of existing resources with goals stated in UA’s Strategic Plan.

5) Consider internal resources as well as incremental revenue from non-general fund sources to leverage public support.

6) Demonstrate accountability by efficient and effective use of resources and progress toward measurable program goals.

These guiding principles 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 differently, demonstrating reallocation of base budget resources in UA’s normal business and budget processes will be emphasized.

Utilizing existing resources effectively is critical to maintaining UA’s momentum in developing and offering responsive programs and services.  In January, the administration engaged a budget consultant (David Maddox) to provide advice and direction.  Mr. Maddox provided a timely report that articulates several budget and management directions and tools that may help UA modify its budget planning.  A meeting of MAU and system management is scheduled for April 8 to discuss incorporating improvements in the budget process.  Six themes were noted in the report provided by the consultant.  The themes include (parenthetic references reflect the consultant’s report numbering of these consolidated themes):

1) Align resources with state priorities and demand for programs. (1,2,4,19)

2) Sustain existing momentum and initiatives while ensuring consistent funding for the creation of relevant high need programs and ideas. (3,5)

3) Assure that adequate resources are invested into fundamentals such as maintenance and operations, staff benefits, and competitive salaries. (6,7)

4) Maximize the alignment of statewide and MAU priorities through clarification of roles, responsibilities, goals and measurable outcomes. (11,12,13,14)

5) Develop common standards, metrics and reporting requirements for budget reallocation decisions that provide clear demonstration of resource maximization. (8,9,10,15,17,20) 

6) Develop and implement incentives that align with performance and state need. (21)

Shortly after the April 8 meeting, the first draft of the FY05 operating budget request guidelines will be prepared.  The draft will be available at the April board meeting for Finance and Audit Committee review and discussion.  Board approval of the FY05 operating budget guidelines is scheduled for June 2003.  At the September meeting, the administration will provide the board information regarding large request items and program growth areas.  A draft of the UA operating budget will be available in October with board approval scheduled for November 2003.

Included as references for this agenda item are four items: a calendar of significant budget events; the board-approved FY04 (last year’s) Operating Budget Guidelines; a letter from President Hamilton to senior management requesting participation in the April 8 budget process meeting; and a copy of the consultant’s report, “The University of Alaska Review of Budgeting and Budget Reallocation Processes” February 2003.

B.
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 and discussion item; no action by the Board is requested at this time. 

C.
Executive Search for Internal Audit Director
With the March 15, 2003 resignation of Internal Audit Director Ben Shilling, Vice President Joe Beedle, chair of the Internal Audit Director Search Committee, will brief the committee on the status of the search to fill the vacant position and request feedback from the Finance and Audit Committee for participation and eventual approval for the hiring of a new director.

D.
Report on April 3, 2003 Meeting Regarding Selection of External Auditors
Copies of the university's request for proposals to provide audit services were distributed to 10 audit firms on January 21, 2003.  A notification of the request for proposals was also listed on the BIDNET internet web site.  Three firms submitted proposals.  A proposal evaluation committee consisting of Regent Derek Miller, Randy Weaver (Controller), Myron Dosch (Financial Accounting Manager), and Dave Read (Acting Director of Internal Audit) evaluated the proposals.  As of this writing, the committee's report on the evaluations and related recommendations will be presented to the Finance and Audit Committee at an emergency meeting scheduled for April 3, 2003.

The university routinely goes through a competitive procurement process to select an auditor at least once every five years.  Seeking proposals for new auditors does not indicate any dissatisfaction with the current or prior auditors.  Long-term arrangements on large engagements such as the university's are desirable for the audit firms because it allows the firm to recover high start-up and orientation costs over a longer period and provides the stable volume of work required to develop and maintain a skilled audit staff.  

Current proposals were solicited on the basis that, subject to satisfactory performance, the Board of Regents would engage the selected audit firm for a period of five years.  The audit contract(s) will be for a one-year period with the option to extend the contract for four additional one-year periods.  This process allows the university to benefit from lower long-term fee proposals, unavailable when contracting on a year-by-year basis, while still providing the Board the opportunity to select other auditors, at reasonable intervals. 

At the time of this writing, the Finance and Audit Committee, at its April 3 meeting, will be asked to approve the following motion:


The Proposal Evaluation Committee recommends that:

MOTION

"The Finance and Audit Committee recommends that the Board of Regents select the audit firm(s) recommended by the audit proposal evaluation committee.  This motion is effective April 3, 2003."

If approved, this motion will be included in the Full Board Consent Agenda for approval on April 18, 2003.

V.
New Business
VI.
Future Agenda Items
A.
FY05 Operating Budget Guidelines

B.
Finance Focus Issues – Strategic Plan 2009

C.
Acceptance of Financial Statements

D.
New Facility Annual Operating Cost Impact Analysis

E.
Acceptance of FY04 Operating Budget Appropriations

F.
Distribution of FY04 Operating Budget

VII.
Adjourn
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