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Wednesday, April 13, 2005

I.
Call to Order
[Scheduled for 8:00 a.m.]
II.
Adoption of Agenda

MOTION

"The Board of Regents adopts the agenda as presented.

I.
Call to Order

II.
Adoption of Agenda

III.
Approval of Minutes


IV.
Executive Session

V.
Approval of Resolution of Appreciation for David J. Parks

VI.
Approval of Honorary Degree at the University of Alaska Anchorage

VII.
Approval of Establishment of Scholarship

VIII.
President's Report

IX.
Public Testimony

X.
Presentation on Debt Capacity

XI.
Presentation on University of Alaska Retirement Programs

XII.
Consent Agenda

A.
Academic and Student Affairs Committee

1.
Approval of Academic Degree Programs

a.
Certificate in Medical Assisting - UAF

b.
Certificate in Safety, Health, and Environmental Awareness - UAF

c.
Certificate in Instrumentation Technology - UAF

d.
Graduate Certificate in Dietetic Internship – UAA

2.
Approval of Deletion of Engineer of Mines Degree Program at the University of Alaska Fairbanks

3.
Approval of Revisions to Regents' Policy 04.04.040.A.1.e.(1) – Appointments of Distinction for Faculty

4.
Approval of Revisions to Regents' Policy 10.05.03 – Residency Requirements

5.
Approval of Revisions to Regents' Policy 10.06.01 – Program Review

B.
Facilities and Land Management Committee

1.
Approval to Sell Land – Meadow Lakes, Wasilla

2.
Gitkov Building Acquisition, Renovation Remodel and Upgrade, Juneau

3.
UAF Aurora Warehouse/Office Building Acquisition

C.
Finance and Audit Committee

1.
Gitkov Building Acquisition, Renovation Remodel and Upgrade, Juneau

2.
UAF Aurora Warehouse/Office Building Acquisition 

D.
Planning and Development Committee

1.
Marie George Estate House Sale

XIII.
New Business and Committee Reports

A.
Academic and Student Affairs Committee

B.
Facilities and Land Management Committee

C.
Finance and Audit Committee

D.
Human Resources Committee

E.
Planning and Development Committee

XIV.
Alaska Commission on Postsecondary Education Report

XV.
UA Foundation Report

XVI.
Future Agenda Items

XVII.
Board of Regents' Comments

XVIII.
Adjourn


This motion is effective April 13, 2005."

III.
Approval of Minutes

MOTION #1

"The Board of Regents approves the minutes of its regular meeting of February 16-17, 2005 as presented.  This motion is effective April 13, 2005."

MOTION #2

"The Board of Regents approves the minutes of its emergency meeting of March 17, 2005 as presented.  This motion is effective April 13, 2005."

IV.
Executive Session
MOTION

"The Board of Regents goes into executive session at _________ Alaska Time 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 related to:

●
Labor Relations including collective bargaining discussion concerning ongoing and upcoming negotiations

●
UA Lands Legislation

●
Facilities Contracts

●
Litigation

and matters that could affect the reputation or character of a person or persons related to honorary degrees and scholarships.  The session will include members of the Board of Regents, President Hamilton, General Counsel Brunner, and such other university staff members as the president may designate and will last approximately _____ hour(s).  Thus, the open session of the Board of Regents will resume in this room at approximately _______ Alaska Time.  This motion is effective April 13, 2005."

(To be announced at conclusion of executive session)

The Board of Regents concluded an executive session at _____ Alaska Time 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, President Hamilton, General Counsel Brunner, and other university staff members designated by the president and lasted approximately ______ hour(s).

V.
Approval of Resolution of Appreciation for David J. Parks
WHEREAS, David J. Parks has served with distinction as a member of the University of Alaska Board of Regents since 2003 when he was appointed by Governor Frank Murkowski; and

WHEREAS, David J. Parks, a graduate student in the Public Administration Department at UAA, is a lifelong Alaskan and a 2000 graduate of Palmer High School; and

WHEREAS, David J. Parks has long been active in student government activities of UA, serving as the UAA student body president (2002-03) and vice president (2001-02); and

WHEREAS, David J. Parks has worked in the U. S. Senate as both an intern and as a staff member, and is a U. S. Coast Guard-licensed Sea Captain; and

WHEREAS, David J. Parks, as a regent and as spokesman for the University of Alaska Coalition of Student Leaders, has helped rally systemwide student support for the university's annual budget requests; and

WHEREAS, David J. Parks served as a member of the Board's Academic and Student Affairs Committee, the Human Resources Committee and represented the Board as a member of the Board of Trustees of the University of Alaska Foundation; and

WHEREAS, David J. Parks served the Board of Regents with careful attention to the concerns of UA students, always providing representation of their needs to his fellow regents;

NOW, THEREFORE, BE IT RESOLVED that the Board of Regents of the University of Alaska takes official recognition of David J. Parks' outstanding public service and extends to him this statement of appreciation for his contributions to the advancement of higher education in Alaska; and

BE IT FURTHER RESOLVED that this resolution be appropriately engrossed and conveyed to David J. Parks with a copy incorporated in the official minutes of the April 13-14, 2005 meeting of the Board of Regents.

The President recommends that:

MOTION

"The Board of Regents approves the resolution of appreciation for David J. Parks.  This motion is effective April 13, 2005."
VI.
Approval of Honorary Degree at the University of Alaska Anchorage
A recommendation submitted by the University of Alaska Anchorage for a recipient of an honorary degree was sent under separate cover for Board of Regents’ review prior to the April 13-14, 2005 board meeting.

The President recommends that:

MOTION

"The Board of Regents approves the nominee for an honorary doctoral degree as proposed for commencement exercises in the spring of 2005, and authorizes Chancellor Maimon to invite the approved nominee and announce the nominee's acceptance.  This motion is effective April 13, 2005."
VII.
Approval of Establishment of Scholarship
MOTION

"The Board of Regents approves the establishment of the ________________

scholarship in _______________________ name.  This motion is effective April 13, 2005."
VIII.
President's Report
IX.
Public Testimony

Public testimony will be heard at approximately 10:00 a.m. on Wednesday, April 13, 2005 and will continue at approximately 9:00 a.m. on Thursday, April 14, 2005.  Comments are limited to three minutes per individual.  Written comments are accepted and will be distributed to the Board of Regents and President Hamilton following the meeting.  The chair will determine when public testimony is closed.

X.
Presentation on Debt Capacity
Reference 1
Vice President Beedle will review current UA debt levels, bond ratings, capacity, and policy utilizing the attached references, discuss the process for issuing the university’s tax exempt general revenue bonds and answer questions.  Management will be advising the board of intentions to seek approval in April or June 2005 for issuing bonds in the range of $40 million to $60 million depending on the success of legislative capital budget appropriations and based further on the documented need, preparation and affordability of several time sensitive projects.

President Hamilton indicated during the August 16, 2004 briefing that more information about debt capacity and bond-related issues would be available for discussion at the September 2005 board meeting.  During the September 14 meeting, the Planning and Development Committee (sitting as a committee of the whole) were provided a report on the status of university debt Reference 1.  At that September meeting while reviewing the initial capital budget items, management was instructed to further break down capital projects anticipated to be paid from “university receipts” vs. state appropriations and provide a separate schedule for projects anticipated to be financed by university debt.  Associate Vice President Pitney and Vice President Beedle provided such a breakdown at the November 1 meeting on pages 59 through 61 of Reference 1.  In addition to the capital budget breakdown by receipt fund source, the board sought additional information from management on best management practices at other public universities.  Vice President Beedle provided policy documents from four peer institutions and concluded that UA’s debt policy was similar to and provided the same protection as other institutions. At the December 9 meeting, the board was provided an in depth review of our financial position when the controller, internal auditor and external auditor reviewed the FY04 financial statements and included comments on the increasing financial health by almost every measure.  The re-investment in capital assets was also discussed in some detail.

Given the favorable interest rate market, UA’s strong financial position, the identified need for continued investment in capital infrastructure to support program, market demand and state needs, and our ability to service the debt, management will commence the necessary due diligence and engagement of financial advisors and bond counsel, in accordance with Regents' Policy and seek board approval for formal action on specific and defined capital project financings. 

As indicated during university debt capacity presentations in February 2002, July 2002, August 2003 and November 2003, the university’s rapidly growing research activity, the growth in associated indirect cost recovery receipts, the growth of university fees and other receipts that can be pledged, and the growing diversity of the university’s sources of total unrestricted revenues provide the university with capacity for additional borrowings without impacting the university’s credit rating (S&P = AA-; Moody’s = A-1 Stable).  

UA’s outstanding long-term debt is approximately $113 million.  Annual debt service is $9.1 million; 2.47 percent of unrestricted revenues.  The majority of that debt has been issued under statutory authority granted to the regents to sell revenue bonds to finance projects where annual debt service is expected to be less than $1 million.  This typically finances $10 million in construction, but can finance as much as $14 million depending upon term, interest rates, relative amount of variable rate debt, and capitalize interest.  The legislature has specifically authorized three larger issues, and further authorizing the legislature to reimburse the university’s debt service costs on those projects or providing reduced interest through Alaska Housing Finance Corporation. 

Preliminary analysis indicates that the university has additional strategic debt capacity of $60 million in bonds, without threatening its current S&P’s AA- rating or Moody’s A1 rating, and that this capacity will continue to grow. The December 15, 2003 rating review by Moody’s resulted in affirmation of the university general revenue bond rating of A-1 with Stable outlook.  Full text of ratings are shown in Reference 1.  Moody’s rating specifically indicated that it saw no issue in the event that the university issued $25 million in new bonds over the next 12-18 months.  Subsequent to that rating, informal discussions with Moody’s led the administration to believe that the university could experience a rating upgrade if the state’s fiscal uncertainty stabilized.  

The large debt capacity depicts continuing growth in and diversification of unrestricted revenues, the relative strength of UA’s debt payments to total operating expenses, the revenue enhancing activities that have been associated with past projects, a project’s strategic importance.  While the university has incurred indirect debt since the early 1960s, it has been an active borrower in its own right since 1990, entering the market ten times since then.  This maturation process results in a lessening in emphasis on pledged revenues (university receipts) and a greater emphasis on unrestricted revenues during the rating process.  The bonds clearly pledge only university receipts for the repayment of the bonds.

XI.
Presentation on University of Alaska Retirement Programs
Reference 2
Newspapers across the state are reporting on public employee retirement costs and how they are skyrocketing due to low earnings of retirement fund investments, historically low contribution rates, and rising retiree health costs. 

The legislature is looking at several options for how to control these costs, which total $5.6 billion, twice the state’s annual operating budget.  The University’s share of this under funding is $281 million, $176 million for Public Employee Retirement System (PERS) and $105 million for the Teachers Retirement System (TRS).

Consequently, PERS and TRS plan administrators have mandated employer contribution increases for the foreseeable future.  These increases, if carried out as currently planned, increase university retirement costs as follows:




    PERS/TRS/ORP Cost

Health Cost
FY05



$26,992,800


$32,504,451

FY06 



$38,657,500


$39,963,935

FY07 



$51,849,100


$47,911,640

FY08 



$67,052,800


$55,098,225

Change from FY05-FY08 
$40,060,000


$22,593,774

The cumulative increase in retirement cost to the university from FY05 through FY08 is approximately $77,000,000.  This rise is especially concerning in light of increasing health costs detailed above.  

If trends continue, in FY08, the university’s staff benefit rate for faculty positions will rise from the current 32.4% to more than 50%.  This rise in costs, unless paid for by the state or somehow reduced by plan changes, will require major program reduction.  

Concerned about how the university compares with other universities around the country, we consulted the most recent annual benefits survey conducted by the College and University Personnel Association (2004).  It reported that the median combined contribution rates for retirement plans across the country was 13.9%, compared to the TRS rate of 24.65%, the PERS rate of 17.33%, and the ORP rate of 21.65%.

The university’s dilemma is to control costs while at the same time meeting several compelling interests:

· We must maintain retirement programs and compensation levels sufficient to recruit and retain top quality faculty and staff.

· Our retirement programs should provide a responsible level of retirement benefit.

· We must mitigate the effects of rising costs either through modified benefits for future employees and/or increased legislative funding.

· We should stay “out in front” of efforts to contain benefits costs.

· Any changes to our retirement plans should involve discussion with bargaining representatives and governance organizations.

· We support increasing the role of the defined contribution concept.

At present, there are five bills before the legislature to reform the PERS and TRS programs.  These bills would require employee rates to rise, change the composition of the PERS and TRS boards, require all future employees to participate in a defined contribution type plan, and make numerous other changes.  Details of the bills will be reviewed with the Board.  They are also on the university’s website (http://www.alaska.edu/uarelations/BillTracker/).

With respect to the specific efforts by the legislature, the administration supports efforts to contain costs, but we are concerned that the changes have not been developed in a consultative manner appropriate for higher education and they may impair our ability to recruit and retain top quality faculty and staff.  

The one area where the university may be able to make progress on this difficult issue is with the Optional Retirement Program (ORP), now available to faculty and executive staff as an option to PERS or TRS.  We are planning to pursue changes in the ORP law to provide the university the flexibility to make changes such as the following:

· include a health plan, if considered necessary;

· expand the potential participants to include all new faculty and staff;

· provide a second opportunity for a one-time option to select ORP;

· require all new employees to participate in ORP; and

· allow various types of plan distributions as allowed by federal law.

In addition, we plan to seek clarification in statute that:

· like PERS and TRS, ORP is not a subject of bargaining, and

· the university may create new benefit tiers.

The bottom line is that we must find relief from fast rising costs, but we must approach the problem through a careful, considered process, one which is based on active and informed consultation with faculty and staff representatives from across the university system.

Administration representatives will brief the board on this issue.  Additional information, including more detail on our retirement plans and cost impacts, will be on our benefits website (http://www.alaska.edu/hr/benefits/index.xml).
Thursday, April 14, 2005

IX.
Public Testimony (continued from April 13, 2005)
XII.
Consent Agenda
MOTION

"The Board of Regents approves the recommendations as stated below.  This motion is effective April 14, 2005."

A.
Academic and Student Affairs Committee
1.
Approval of Academic Degree Programs
Reference 4

MOTION

"The Board of Regents approves the addition of the following academic degree programs:

1.
Certificate in Medical Assisting - UAF

2.
Certificate in Safety, Health, and Environmental Awareness - UAF

3.
Certificate in Instrumentation Technology - UAF

4.
Graduate Certificate in Dietetic Internship – UAA

This motion is effective April 14, 2005."

2.
Approval of Deletion of Engineer of Mines Degree Program at the University of Alaska Fairbanks
MOTION

"The Board of Regents deletes the Engineer of Mines degree program at the University of Alaska Fairbanks.  This motion is effective April 14, 2005."

3.
Approval of Revisions to Regents' Policy 04.04.040.A.1.e.(1) – Appointments of Distinction for Faculty
MOTION

"The Board of Regents approves revisions to Regents' Policy 04.04.040.A.1.e.(1) regarding distinguished professors.  This motion is effective April 14, 2005."

4.
Approval of Revisions to Regents' Policy 10.05.03 – Residency Requirements

Reference 5

MOTION

"The Board of Regents approves revisions to Regents' Policy 10.05.03 – Residency Requirements.  This motion is effective April 14, 2005."

5.
Approval of Revisions to Regents' Policy 10.06.01 – Program Review
Reference 6

MOTION

"The Board of Regents approves revisions to the title and text of Regents' Policy 10.06.01 – Program Review.  This motion is effective April 14, 2005."

B.
Facilities and Land Management Committee

1.
Approval to Sell Land – Meadow Lakes, Wasilla
Reference 14

MOTION

"The Board of Regents authorizes the Director of Land Management to execute all documents necessary to close the sale of the 80-acre Meadow Lakes Parcel for a sale price of $850,000.  This motion is effective April 14, 2005."
2.
Gitkov Building Acquisition, Renovation Remodel and Upgrade, Juneau
Reference 12

MOTION

"The Board of Regents authorizes the Director of Land Management to execute all documents necessary to acquire the E2 of Lot A, USS 2391, Juneau, Alaska, at a purchase price not to exceed $1,745,000.  This motion is effective April 14, 2005."

3.
UAF Aurora Warehouse/Office Building Acquisition
Reference 13
MOTION

"The Board of Regents authorizes the Director of Land Management to execute all documents necessary to purchase Lot 6A, Block 1, Burgess Industrial Park, Fairbanks, Alaska for a purchase price of $1,850,000.  This motion is effective April 14, 2005."

C.
Finance and Audit Committee

1.
Gitkov Building Acquisition, Renovation Remodel and Upgrade, Juneau
Reference 12

MOTION 

"The Board of Regents (1) authorizes the vice president for finance to arrange for and execute all documents necessary to secure a 12-month line of credit at variable short term rates with a renewable term of up to 24 months total as presented in an amount sufficient to fund the Project authorized by the Board of Regents on this date, (2) authorizes the vice president for finance to utilize working capital to the extent he deems appropriate, and (3) directs the vice president for finance to execute the IRS notice of intent to issue bonds not to exceed $3,090,000 for the purchase and upgrades of the building located on the E2 of Lot A, USS 2391, Juneau, Alaska.  This motion is effective April 14, 2005.”

2.
UAF Aurora Warehouse/Office Building Acquisition in Fairbanks 


Reference 13

MOTION

"The Board of Regents (1) authorizes the vice president for finance to arrange for and execute all documents necessary to secure a 12-month line of credit at variable short term rates with a renewable term of up to 24 months total as presented in an amount sufficient to fund the Project authorized by the Board of Regents on this date, (2) authorizes the vice president for finance to utilize working capital to the extent he deems appropriate, and (3) directs the vice president for finance to execute the IRS notice of intent to issue bonds not to exceed $1,850,000 for the purchase of Lot 6A, Block 1, Burgess Industrial Park, Fairbanks Alaska.  This motion is effective April 14, 2005.”
D.
Planning and Development Committee

1.
Marie George Estate House Sale

MOTION


"The Board of Regents graciously accepts the donor option wherein the estate would sell the residence and authorize university administration to dedicate the proceeds therefrom to fund The Ralph and Marie George Scholarship.  This motion is effective April 14, 2005."
XIII.
New Business and Committee Reports
A.
Academic and Student Affairs Committee

B.
Facilities, and Land Management Committee

C.
Finance and Audit Committee

D.
Human Resources Committee

E.
Planning and Development Committee

XIV.
Alaska Commission on Postsecondary Education Report


A report will be given by members representing the Board of Regents on the Alaska Commission on Postsecondary Education.

XV.
UA Foundation Report


A report will be given by members representing the Board of Regents on the UA Foundation Board of Trustees. 

XVI.
Future Agenda Items

XVII.
Board of Regents' Comments
XVIII.
Adjourn
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