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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 Sale of 2004 General Revenue Bond Series M
IV.
Presentations

A.
FY03 UA Foundation and Consolidated Annual Financial Statements

B.
Executive Session for External Auditor Comments

V.
Ongoing Issues

A.
Review of Recently Completed Audits
B.
Internal Audit Status Report 

C.
Executive Session Regarding Audit Matters
VI.
New Business

A. Audit Committee Self-Assessments and Charters

VII.
Future Agenda Items

VIII.
Adjourn

This motion is effective December 4, 2003."

III. Full Board Consent Agenda

A.
Authorization of the Sale of 2004 General Revenue Bond Series M

Separately Bound Reference

Vice President Beedle and Assistant Vice President Dickinson will report on the sale of Series L bonds, in particular the market conditions that led to the reduction in the size of the Series L bond sale and the corresponding impact on the structure and size of the proposed Series M.

The standard bond sale documents:

Resolution Authorizing Bond Sale, Sources and Uses of Funds Proposed, Estimated Annual Debt Service Proposed, Savings Report relating to Alaska Pacific University (APU) Refinancing, Form of the Ninth Supplemental Indenture, Form of the Notice of Sale, Form of Escrow Agreements, and Form of the Preliminary Official Statement

are provided in the Separately Bound Reference. These were prepared by bond counsel (Wohlforth, Vassar, Johnson & Brecht), financial advisor (Kaplan Financial Consulting, Inc.), the administration, or some combination thereof.  

The total new debt issue being proposed is $11.5 million, all of which for technical reasons are considered “new” projects, but approximately $2.455 million of that amount is for bonds to refinance the deed of trust note held by Alaska Pacific University (APU).  Please note that proposed authorizing amounts are slightly higher than the current market figures reflected in the detail sheets within the Separately Bound Reference. This ensures that the bonds can be sold in the event that the market moves higher between now and the anticipated late-December sale date.

The board may note that, unlike Series L bonds sold in November, Series M bonds are not being sold as bank qualified.  This approach is being taken for several reasons:

1)
the reduction in the size of Series L moves funding for several  needed projects to Series M; 

2)
a $10.0 million bank qualified issue would preclude for a year the routine bank tax-exempt lease-purchase financing of computer equipment, software, vehicles, etc. that is essential for recharge center budget-balancing purposes; 

3)
there is likely to be considerable interest rate pressure by Fall 2004, and should the university desire access to the tax-exempt market at that time it would be precluded from doing so until January 2005, which could be costly in terms of interest costs on a larger issue; and 

4)
historically low interest rates roughly equate to a historically low bank qualified advantage, i.e., at historical low end of the approximately 20-35 basis point range, providing a lesser incentive to be out of the market for a few extra months.

Bonds would provide funding for the following projects, two of which have been moved from Series L.  The committee may wish to go into executive session if it wishes to discuss specifics associated with the various real estate transactions.

1.  Acquisition of Real Estate 
$7,090,000
1.a.  Land Acquisition in Anchorage - The project acquires land underlying the residential properties south of UAA’s housing complex, while a private manager/owner continues to own and operate the improvements under a ground lease. The university also secures an option to acquire the improvements at an attractive fixed price at any time after year ten of the ground lease 

1.b.  Acquisition and Renovation of Lab/Office Building and Related Land in Juneau - This project acquires a 17,600 sq ft laboratory and office building and related land in Juneau, a portion of which is currently leased by the university, and renovates the university space. The university has entered into an option to purchase agreement which expires July 31, 2004.  After ownership approximately 44 percent would continue to be occupied by the Alaska Fish and Game.  Approximately 3,600 square feet of the space, formerly occupies by the Alaska Department of Environmental Conservation regional lab, is anticipated to be set aside for occupancy by a national laboratory that conducts, among other things, chemical testing of cruise ship effluent.  Close association with an entity conducting realistic and state-of-the art test procedures are essential for UAS instructional programs, student experience and success, and provide ready access invaluable internship opportunities for UAS students.   
2.  Refinancing of Deed of Trust Note 
 $2,316,000

This project pays off the outstanding deed of trust note associated with the 14,000 square foot University Lake Building and the 9,000 square foot Vocational Rehabilitation Building acquired from Alaska Pacific University in 1997.  The University Lake Building is occupied by various university units, with the adjacent building occupied by the Alaska Department of Vocational Rehabilitation Department under a lease which expires in 2007.

3.  UAF Institute of Arctic Biology (IAB) Logistics Facility 
$700,000

The current 1970 trailer that houses the IAB Logistics Office is structurally and functionally obsolete.  IAB Logistics has increased from a $200,000 to a $1.5 million annual budget, and has changed to a year round operation with a need for a loading dock and a secure weather protected space.  Design is underway.  Occupancy is expected to occur in August 2004. 

4.  UAF Tanana Valley Campus Hutch Career Center Upgrade 
$670,000
This project is located on University property adjacent to the UAF campus that is leased to the Fairbanks North Star Borough for a high school and the Vocational Technical Career Center.  The total project involves revitalizing a 110,000 square foot building and adding 27,000 feet of new classrooms, shops and offices at a total cost of over $29.5 million.  The University’s share is $11.735 million and pays for revitalizing approximately 50,000 square feet of existing space used for UAF’s culinary arts and aviation programs and for creating a new multi-function shop.  All but the $670,000 that will be funded with Bond proceeds has been appropriated and is in hand.  The primary construction contract was awarded in December 2002 and construction is underway.  A construction contract for the Hutch Career Center Upgrade was awarded in February 2003 and work is expected to be completed in August 2004.

A discussion of the financial impacts of debt service and costs of operations is shown in the reference. 

Vice President for Finance Joe Beedle and Assistant Vice President John Dickinson will be available to discuss the bond resolution and answer any questions from 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 M as presented. This motion is effective December 4, 2003."
IV. Presentations

A.
Presentation of the FY03 University of Alaska Foundation and the Consolidated Annual Financial Statements
Jim Lynch, associate vice president for Finance, will present an overview of the annual financial statements for the year ended June 30, 2003 for the Consolidated Fund, the fund utilized for investment of the endowments of the university and the University of Alaska Foundation. The University of Alaska Foundation reviewed and approved the acceptance of these financial statements at its annual meeting on November 5, 2003.

This is an information item; no action is necessary.
B.
Executive Session for External Auditor Comments

MOTION
"The Finance and Audit Committee of the Board of Regents goes into executive session at _________ A.S.T in accordance with the provisions of AS 44.62.310 to discuss audit 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, David Cambridge, KPMG partner, and will last approximately ____ hour(s).  Thus, the open session of the Finance and Audit Committee of the Board of Regents will resume in this room at approximately ____ A.S.T.  This motion is effective December 4, 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.S.T. in accordance with AS 44.62.310 discussing audit 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, David Cambridge, and approximately ______ hour(s).

V.
Ongoing Issues
A.
Review of Recently Completed Internal Audits

Dave Read, acting director of Internal Audit, will review with the Finance and Audit Committee recently completed audits and answer any questions members of the committee may have.


This is an information item; no action is necessary.

B.
Internal Audit Status Report
Reference 9

Dave Read, acting director of Internal Audit, will review with the Finance and Audit Committee, the Audit Status Report found in Reference 9 and answer any questions members of the committee may have. 
This is an information item; no action is necessary.

C.
Executive Session Regarding Audit Matters (if needed)

MOTION
"The Finance and Audit Committee of the Board of Regents goes into executive session at _________ A.S.T in accordance with the provisions of AS 44.62.310 to discuss audit 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, acting internal audit 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 and Audit Committee of the Board of Regents will resume in this room at approximately ____ A.S.T.  This motion is effective December 4, 2003." 

(To be announced at conclusion of executive session)

The Finance & Audit Committee of the Board of Regents concluded an executive session at _____ A.S.T. in accordance with AS 44.62.310 discussing audit 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, and other university staff members designated by the Chair and lasted approximately ______ hour(s).
VI.
New Business

A.
Audit Committee Self-Assessments and Charters
Reference 10

Dave Read, acting director of Internal Audit, will discuss audit committee self-assessments and charters with the Finance and Audit Committee.

VII. Future Agenda Items

VIII. Adjourn
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