Agenda

Board of Regents

Finance and Audit Committee

Monday, June 9, 2003; *11:00 a.m. – 1:00 p.m.

Room 109 Butrovich Building

University of Alaska Fairbanks

Fairbanks, Alaska

*Times for meetings are subject to modification within the June 9-10, 2003 timeframe.

Committee Members

Joseph E. Usibelli, Jr., Committee Chair
Cynthia Henry

Michael J. Burns
Michael Snowden

James C. Hayes
Brian D. Rogers, Board Chair

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 FY2004 Student Government Budgets

B.
Acceptance of the FY04 Capital Budget Appropriation

C.
Acceptance of the FY04 Operating Budget Appropriations and Approval of the FY04 Operating Budget Distribution Plan

D.
Approval of the FY05 Operating Budget Request Guidelines

IV.
Ongoing Issues

A.
Report on Financial Condition of the University of Alaska Foundation and the Consolidated Fund

V.
New Business

A.
Acceptance of Audit Status Report and Review of Recently Completed Audits
B.
Approval of the FY2004 Annual Audit Plan

VI.
Executive Session

VII.
Future Agenda Items

A.
Finance Focus Issues – Strategic Plan 2009

B.
Acceptance of Financial Statements

C.
New Facility Annual Operating Cost Impact Analysis

VIII.
Adjourn
This motion is effective June 9, 2003."

III.
Full Board Consent Agenda
A.
Approval of FY2004 Student Government Budgets
Reference 1

Regents' Policy 09.07.05 requires student government organizations to submit annual budgets, including the amount of any mandatory student government fees, to the Board of Regents for approval.  With the exception of an increase scheduled for the spring 2004 semester for the Fairbanks campus, all other student government activity fees are the same as last year.

As of this writing, the Kuskokwim Campus student government budget is not ready for presentation to the Board.  Because the Board of Regents is not scheduled to meet again until September 2003, the administration recommends that the vice president for finance be authorized to take actions necessary to modify and approve the Kuskokwim Campus FY2004 student government budgets and related fees.  

Management plans to propose a change to Policy 09.07.05 during FY04. The change would eliminate Board of Regents' required approval and establish such authority with the student coalition and the vice president for finance.  Prior student regents recommended this change in policy in recognition that student governance is involved in the process.
The President recommends that:

MOTION

"The Finance and Audit Committee recommends that the Board of Regents approve the student government fees and budgets as presented in Reference 1, and authorize the vice president for finance to review, modify, and approve fees and budgets for those student governments not included in Reference 1, and to approve requests for increased expenditure authority for all student government organizations as deliberated by student governance and determined by the vice president for finance to be appropriate.  This motion is effective June 9, 2003."
B.
Acceptance of the FY04 Capital Budget Appropriation
Reference 2

Vice President Beedle and Director Pitney will present a summary of the FY04 capital budget appropriations and a proposed distribution plan.  The university's FY04 capital request included $42.5 million in general funds and $108.5 million in non-general fund authority.  At the time of this writing, the Alaska Legislature has yet to pass the FY04 capital appropriation bill; however, current legislation indicates $4.2 million in state appropriations and $49.5 million in non-general fund authority to university projects is under consideration for passage.  If the legislature makes changes, a new capital budget appropriation schedule will be presented at the meeting.

Reference 2 includes a memo dated May 7, 2003 that details current operating and capital budget status.  The legislative session is scheduled to end May 21, 2003.  Also included in the reference is the FY04 Capital Budget Request Summary.  

A motion from the Facilities and Land Management Committee recommending this action is under consideration.

The President recommends that:

MOTION


"The Finance and Audit Committee recommends that the Board of Regents accepts the FY04 Capital Budget Appropriation as presented.  This motion is effective June 9, 2003."
C.
Acceptance of the FY04 Operating Budget Appropriations and Approval of the FY04 Operating Budget Distribution Plan
Reference 3

President Hamilton, Vice President Beedle, and Director Pitney will be available to discuss the legislative appropriations and the proposed distribution plan.  The FY04 budget plan to be presented will contain a summary of the FY04 operating budget appropriation approved by the Alaska Legislature with a summary of changes from the FY03 operating budget, an overview of the current budget distribution, and the FY04 distribution plan.  Because the legislative session has not ended nor has an operating budget been passed at the time of this writing, these items will be hand carried to the meeting.  One background item, the Board’s FY04 budget request summary is included in Reference 3.

The Board of Regents’ FY04 operating budget request included a $13.6 million general fund increment plus $2.4 million in general fund to replace state apportions from the Alaska Science and Technology Fund and Mental Health Trust Fund.  A non-general fund receipt authority increment of $50.6 million was also requested as part of the Board of Regents’ FY04 operating budget request.  The legislature is currently conferencing on the state’s operating budget legislation.  The university has a possible state appropriated operating budget ranging from a $2.4 million decrement to a net $7.9 million increment.  Reference 3 contains a memo dated May 7, 2003 that details the conference committee actions that can affect UA’s FY04 operating budget. 

Given the budget range being considered legislatively, it is impossible to provide details as to the contents of an FY04 distribution plan; however, any distribution plan will be presented in context with UA’s FY04 operating budget request and the direction provided in the FY05 operating budget request guidelines being presented (Reference 3 - FY05 Guidelines).  Additionally, the distribution plan will recognize significant FY04 budget request revenue and expenditure assumption changes that have emerged during the last six months. 

The President recommends that:

MOTION

"The Finance and Audit Committee recommends that the Board of Regents accept the FY04 Operating Budget Appropriations as presented.  This motion is effective June 10, 2003."
D.
Approval of the FY05 Operating Budget Request Guidelines


Reference 4A & B

Pat Pitney, director of Budget and Institutional Research, and Joe Beedle, vice president for Finance will present the FY05 Operating Budget Request Guidelines recommendation (Reference 4A).  The guidelines are used by the administration to filter and prioritize competing resource demands.  The FY05 guidelines strengthen the alignment between the Board of Regents’ Draft UA Strategic Plan 2009 goals and UA’s budget planning process by incorporating measurable outcomes and performance targets for the system, MAU, campus and school, college, and administrative division level.  

The development of outcomes and MAU targets is the result of a systemwide effort to improve UA’s budget planning process to most effectively maximize the use of new and existing resources.  In January 2003, UA contracted with a budget consultant to provide advice and direction on budget process improvements.  The consultant provided a timely report that articulates several budget strategies, management directions, and tools to help UA modify its budget planning process.  Based on the consultant’s report, MAU and system management met on April 8 and set in motion a plan to develop systemwide measurable outcomes.  The outcomes will help clarify and align system and MAU roles, responsibilities, and goals to maximize success toward stated priorities. 

To this end, systemwide councils (Systemwide Academic Council, Business Council, Student Services Council, Information Technology Council, Human Resource Council, Collective Bargaining Advisory Council, Research Advisory Council, and the System Development Council) have been actively meeting to develop an initial set of seven to ten outcomes with associated MAU targets for approval by the president.  The initial set of outcomes and targets will be hand carried to the June 9, 2003 Board meeting to allow Board review and comment in conjunction with the FY05 operating budget request guidelines approval.  Reference 4B contains two documents addressing the outcomes development process.  The April 28, 2003 memo is direction from the president and chancellors for developing systemwide outcomes over the next six months and the May 9, 2003 memo provides a progress report.  Also included as part of Reference 4B is a calendar of significant budget events through FY04.

It is too early in the cycle for good budget estimates, and revenue assumptions are not approved until November in conjunction with the budget request.  Nonetheless, the administration will be developing the budget request using the following broad expectations: 

· Tuition rates will increase 10% 

· An additional technology fee will be assessed 2%

· Enrollment will increase 3% 

· Funded research activity will increase at a rate similar to the last two years, 10%

· Health benefit and retirement rate assessments will increase substantially, 15%

The committee is asked to recommend approval of the operating budget request guidelines.

The President recommends that:

MOTION

"The Finance and Audit Committee recommends that the Board of Regents approve the FY05 Operating Budget Request Guidelines as referenced.  This motion is effective June 9, 2003."

IV.
Ongoing Issues

A.
Report on Financial Condition of the University of Alaska Foundation and the Consolidated Fund
A presentation regarding the financial condition of the University of Alaska Foundation and the Consolidated Fund was scheduled for the April 18, 2003 Finance and Audit Committee meeting.  Due to time constraints and logistical issues, that presentation was rescheduled for the June meeting of the committee.  Associate Vice President Jim Lynch will make a brief presentation at this meeting on the financial condition and investment performance of the UA Foundation and the Consolidated Fund.

This is an information item only; no action is required by the committee.

V.
New Business
A.
Acceptance of Audit Status Report and Review of Recently Completed Audits
Reference 5

Dave Read, acting director of Internal Audit, will review with the Finance & Audit Committee recently completed audits and the audit status report, which are included as Reference 5, and answer any questions members of the committee may have.

The Chair of the Finance and Audit Committee recommends that:

MOTION
"The Board of Regents’ Finance and Audit Committee accepts the semi-annual internal audit report as presented.  This motion is effective June 9, 2003."

B.
Approval of the FY2004 Annual Audit Plan
Reference 6

Dave Read, acting director of Internal Audit, will present to the Finance and Audit Committee for approval the annual audit plan for FY2004, which is included as Reference 6.  Regents’ Policy 05-03-01.D – Internal Audit reporting states:

The director of internal audit, in conjunction with the Regents’ external auditors, shall annually present a complete audit plan for the university to the Board of Regents’ Finance and Audit Committee for review and approval.

The Internal Audit Department’s annual audit plan includes providing agreed-upon support to the university’s primary independent auditors, KPMG.  Other external audit coverage will also be discussed with the committee, including expected federal and state audit activity.

The Chair of the Finance and Audit Committee recommends that:

MOTION

"The Board of Regents’ Finance and Audit Committee approves the annual audit plan for fiscal year 2004 as presented.  This motion is effective June 9, 2003."
VI.
Executive Session

This motion is provided in the event an executive session is needed to discuss audit matters.

MOTION

"The Finance and Audit Committee of the Board of Regents goes into executive session at _________ A.D.T in accordance with the provisions of AS 44.62.310 to discuss matters the immediate knowledge of which would have an adverse effect on the finances of the university.  The session will include members of the Board of Regents, Dave Read, Internal Audit Acting Director, and such other university staff members as the Chair may designate and will last approximately ____ hour(s).  Thus, the open session of the Finance & Audit Committee of the Board of Regents will resume in this room at approximately ____ A.D.T.  This motion is effective June 9, 2003."
(To be announced at conclusion of executive session)


The Finance and Audit Committee of the Board of Regents concluded an executive session at _____ A.D.T. in accordance with AS 44.62.310 discussing matters the immediate knowledge of which would have an adverse effect on the finances of the university.  The session included members of the Board of Regents, Dave Read, Internal Audit Acting Director, and other university staff members designated by the chair and lasted approximately ______ hour(s).
VII.
Future Agenda Items
A.
Finance Focus Issues – Strategic Plan 2009

B.
Acceptance of Financial Statements

C.
New Facility Annual Operating Cost Impact Analysis

VIII.
Adjourn
Finance and Audit Committee Agenda:  Page 8 of 8

