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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. Authorization of General Revenue Bond Sale
B. Approval of Financing Plan for Campus Land Acquisitions

IV.
Ongoing Issues

A.
Management Update on Alternative Budgeting Models Including Outcomes-Based Budgeting

B.
Management Introduction of an Internal Accountability and Sustainability Task Force Project

V.
Future Agenda Items

A.
Financial Review/Base Budget

B.
Multi Year Planning & Budgeting

C.
Operating Costs for Facilities

D.
Board of Regents' Audit Committee Self Assessment
VI.
Adjourn

This motion is effective November 5, 2003."

III. Full Board Consent Agenda

A.
Authorization of General Revenue Bond Sale
Reference 3A-D

Materials containing significant financial detail and bond documentation are provided in the Reference 3A; material regarding project descriptions is contained in Reference 3B with additional material on several projects being provided as References 1 and 2 to the Facilities and Land Management Committee agenda.  Reference 3C contains the presentation on Debt Capacity as discussed at the September 2003 meeting, with Reference 3D providing updates to depict the post-Series L outlook.  Vice President Beedle and Assistant Vice President Dickinson will discuss 1) particulars of this bond issue, 2) how bond issues have been traditionally structured and options that are being utilized to better position the university for future debt issues and a strong credit rating, and 3) the likelihood of an impact on the university’s credit rating (S&P = AA-; Moody’s = A-1 stable).

The administration is seeking authorization from the Board of Regents to sell general revenue bonds for several capital projects. As with all bond sales, the administration and Financial Advisor Dan Kaplan, review the potential present value savings to be had through refunding (refinancing) existing debt. Preliminary refunding savings are identified in the reference. Total debt issue being proposed is $11.17 million.  This $350,000 reduction from the amount discussed in September is accomplished with the net university cash contributions, the release of cash funded debt service reserve, and the purchase of an AAA rated surety as shown below:


    September
Current


Plan
Plan
UAF West Ridge Research Building Completion
$5,200,000
$5,200,000

UAF Institute of Arctic Biology Logistics Facility
700,000
700,000

UAF TVC Hutch Career Center Upgrade
670,000
670,000

UAF Athletics Title IX Facility Modifications
400,000
400,000

UAF Bristol Bay Campus Addition
425,000
425,000

UAF Fort Yukon Facility Corrections and Expansion
460,000
460,000

UAF Nome Campus Building Acquisition
250,000
250,000

UAF Electrical Power Grid Interface/Code Upgrades
1,000,000
1,000,000
Total Construction Fund Deposits Considered
$9,105,000
$9,105,000

Estimated Capitalized Interest, Debt Service 

Reserve (Surety not cash), Rate Lock Payment,

Issue Discount and Issue Costs
350,000
369,000

Amount Released from Reserve Fund
0
-447,000

Less University Funding towards Costs
0
-77,000

Refunding (refinancing) Series F Bonds
2,205,000
2,220,000
Total Bonds Including all Reimbursement Bonds 

and Refunding
$11,660,000
$11,170,000
As discussed during previous briefings regarding debt capacity, FY04 debt service is $8.0 million. Without new debt, this remains at about $8.0 million annually in FY05 through FY08; then dropping to $7.0 million annually in FY09 through FY13; then dropping to $6.5 million for several years and dropping again to $5.5 million in years 2019 and beyond (see Reference 3 C update pages for post Series L). The bonds for the proposed new projects are being structured to wrap around that drop-off in debt service. This approach is similar to the action taken in 2002, further leveling annual debt service.  The effect of this approach versus level debt service is shown in the reference.  (Reference charts = Existing Pre-Series L; Straight Line Series L; Proposed Series L) The maturity for the new debt does not exceed 75 percent of the useful life of any of the new facilities, but the administration is again asking for a waiver of Regents' Policy 05.04.02.D.: "Each debt issue, or homogeneous group of debt issues, shall have a level or declining debt service schedule."  This allows overall debt service to be more level over time, ignoring individual project impacts.

All appropriate Declarations of Intent to issue reimbursement bonds have been filed, providing the opportunity, but not an obligation to issue all bonds presented.

The appropriate resolutions for the Board of Regents, Supplemental Indenture, and Notice of Sale have been prepared by bond counsel (Wohlforth, Vassar, Johnson & Brecht) and are presented in the reference, as is the Preliminary Official Statement prepared by the administration. The reference also contains tables showing "Estimated Debt Service" and "Sources and Uses of Bond Proceeds." 

Vice President for Finance Beedle and Assistant Vice President Dickinson will be available to discuss the bond resolution and answer any questions presented by the Finance and Audit Committee. 

The President recommends that:

MOTION

"The Finance and Audit Committee recommends that the Board of Regents adopt the bond resolution for University of Alaska General Revenue Bond Series L as presented. This motion is effective November 5, 2003." 
B.
Approval of Financing Plan for Campus Land Acquisitions
The Board of Regents’ Strategic Plan 2009 Goal 6 identifies pursuit of appropriate campus land acquisitions, and recent regent action has authorized the administration to acquire certain properties at terms approved by President Hamilton.  Significant progress has been made in this area, and more could be made in the near future.  However, given recent budget developments, the administration wishes to confirm direction, appetites, and timing for such transactions.

While timing of expenditure, certainty of the transaction, and future bond sales for reimbursement purposes are issues with tax-exempt bonds, this is not the case for taxable general revenue bonds or taxable bank financing.  

Vice President Beedle will discuss the progress and process in general terms, but the committee may wish to go into executive session to review specifics of the pending transactions and alternative funding methods being considered.

The President and the Facilities and Land Management Committee recommend that:

MOTION

"The Finance and Audit Committee recommends that the Board of Regents approve the financing of the campus land acquisitions as presented, including the use of the Inflation Proofing Fund of the Land Grant Trust Fund to pay for up to one half the cost of or pay up to one half of the annual debt service associated with such acquisitions, or any combination thereof, with the benefiting MAU paying for the balance of the cost or debt service, and authorize and empower the university president to determine within the above guidelines the level of support by the Inflation Proofing Fund, provided, however, that no more than $1.0 million of the Inflation Proofing Fund nor more than $100,000 of its annual earnings, or any combination thereof, may be so encumbered or obligated. This motion is effective November 5, 2003."
IV.
Ongoing Issues

A.
Management Update on Alternative Budgeting Models Including Outcomes-Based Budgeting
Management wishes to assure the board, consistent with best budgeting practices and considering state fiscal constraints, that considerable enhancements are being made to improve our budget modeling and program review process.  The board has been introduced to outcomes or performance based budgeting model that will take more definition by the time that budget distribution decisions are made by the board next June.  Additionally, unit level reporting, enrollment modeling and financial modeling efforts are also being elevated to assist all MAUs in making budget distribution decisions.  These new resource allocation tools use the principles and goals and objectives identified in the strategic plan.  In summary, the university recognizes the need to enhance the budget process with more modern, proactive and responsive practices during these times of less certain state government support.  President Hamilton, Vice President Beedle and Director Pitney will elaborate on this commitment if time allows.
B.
Management Introduction of an Internal Accountability and Sustainability Task Force Project
In light of potential state funding challenges, President Hamilton and the chancellors have jointly appointed a task force composed of three representatives from each MAU, facilitated by the vice president for finance, to investigate all opportunities to make UA more efficient and report back to the executives in March 2004.  The president instructed full engagement of all sectors of the university.  The chancellors are encouraged to implement ideas for efficiency improvements at their respective MAU's independent of or in consort with, but not in conflict with, the task force recommendations as they develop.  Supra- or inter-MAU or systemwide efficiency nominations may also be advanced and implemented by the president or presented to the regents for consideration prior to the completion of work by the task force. President Hamilton will elaborate on this exercise if time allows and the regents desire more information on this important effort.
V.
Future Agenda Items

A.
Financial Review/Base Budget

B.
Multi Year Planning & Budgeting

C.
Operating Costs for Facilities

D.
Board of Regents' Audit Committee Self Assessment

VI.
Adjourn
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