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Mr. Speaker: Date

' IMITTEE ON
The Committee on EDUCATION has had SB K16

under consideration. A Majority of the members of the Committee
() recommends it DO PASS

( ) recommends it DO NOT PASS

( ) recommends it DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends it BE REPLACED WITH CS FOR AND THAT

CS FOR DO PASS

() "and" recommends it BE REFERRED TO THE

. COMMITTEE

() reports it back WITHOUT RECOMMENDATION

() "other"

Members signing the Majority report:

Members NOT concurring in the Majority report:

recommends:

reccommends:

recommaends

recommends:

recommends :
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- Introduced: 1/15/76
Referred: Finance

BY THE RULES COMMITTEE BY

|| IN THE SENATE | _ REQUEST OF THE GOVERNOR
2  SENATE BILL No.518 K, ¥ /
IN THE LEGISLATURE OF THE STATE OF ALASKA
y NINTH LEGISLATURE = SECOND SESSION
S : A BILL _

" 6lFor an Act entitled: "An Act relating to the functions of the Department
7| " of Revenue regardi: ﬁﬁhetﬁr}_gifﬁs to the University -
B“ . - QT Alaska; and providing for an effective date." ‘
9 BE I'" ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 » Séction 1. AS 14.40.280 is aﬁended to read:
v Sec. 14.40.280. ENDOWMENTS AND DONATIONS. A1l monetary gifts,

"9 bequests or endowments which are made to the unlversity for the pur-

@ pose of .the separate?trust'fund created under sec. hob of this chapter
g shall be transferred [OTHER THAN STATE APPROPRIATIONS AND FEDERAL

W ALLOTMENTS, ' RECEIVED FOR THE UNIVEﬂSITY EXPﬂNSION PROGRAM OR OTHER USE
W SHALL BE TURNED OVER] to the Department of Revenue. The Dgpartmenb ol
i  Revenue shall manage that ﬁoney in accordance with [SHALL DEPOSIT THEM
e IN THE SEPARATE FUND ESTABLISHED AND MAINTAINED UNDER] sec. 400 of

i this chapter. Title to ahd control or possession.bg ['1‘0]_1:.111(3_L [AﬁDj
» personal propevty! and all money other than that transferred to the
& Department of Revenue [MONEY], which 1s devised, bequéathed or glven
” to the university shall be taken by the unlversity in its corporatg

= capacity acting by and through the regents or an authorized agent, and
= shall be entered'in the perpetual inventory of the ﬁnivcraity. ‘

o * Sec. 2. AS 1".“0.“00(&)_15 amended to recad:

e ‘ (a) The Department of Revenue shall éstablish a separate fand in
& which all money derived from the sale or 13530 of the lands grantaod

o under the Act of Congress approved January 21, 1929, and in which all
29

monetary pifts, bequests or endowments made to the university for the

\
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-' purpose of the furnd, shall be held in trust.

¥ Sec, 3. This Act takes effect immediately in accordance with AS 0l.-~

10.070(c).
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January 20, 1976

Ms. Fran Ulmer
Legislative Assistant
to the Governor

. State of Alaska
‘Qffice of the Governor
Juneau, Alaska 99801

Dear Ms. Ulmer: -

The attached Fiscal Note is returned per your instructions. Thank
you for keeping us informed of the progress of the drafted legislation
regarding monetary gifts to the University. We support the proposed
change to 14.40.230. . . g 3

Sincerely,

P g el N 8 e
Qrﬁ,/.r o Ll - e ok /;

.Robertlu. Hiatt
President

- RWH/mt

cc: Mr. V. ¥ent bawson' :
Division of Budget & Management




REQUEST

Lo :
Bill No. To be assigned : :
Title: An act relating to the funct1ons of the Department of Revenue. etc

Requested by: Governor

Date:

Return Date Requested:

Agency: University of Alaska

Program: Endowments and Donations

IX. FISCAL DETAIL

 Budget Request Unit(s) Affected:
A. EXPENDITURES:

OBJECT FY 76

Statewide Administration

(Thousands of dollars)

FY 77 | FY 78 | FY 79 Y ®Y 80 | FY 81

100 PERSONAL SERVICES

200 TRAVEL

Z

300 CONTRACTUAL

/

F

400 COMMODITIES

)

VA

500 EQUIPMENT

o

/

600 LAND & STRUCYURES

¢

4
{

r
=

¥
~
X

.700 GRANTS, CLAIMS, ETC..

vV

e

TOTAL

B. FUNDING: (Thousands

GENERAL FUND st el

of dollars)

FEDERAT, FUNDS

OTHER
W IPOSITIONSﬁ"'

PERMANENT/ TEMPORARY

MAN MONTHS_TP /T.)

/

/
i gt

TIT. ANALYSIS

IV. ATTACHMENTS

V. DATE: 20 January 1976 PREPARED

Finance

Legisiatlve
anagement

Budget and M
Prime Sponsor

Original:
_cc:

H/S 50

(First Leglslator

\J\I'ff}l

(aee Fiscal Note Preparation Instructions, be'tion III)

(;2%%ﬁ§- e

BY:

.. Hullinger, VicelPresident for Finance
and Compt m]ler .

Named)
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‘ecendﬁue

:?"r-r

! on :

HFOUF“T

B11l No. Scnate Bill No. 518
w1tle: A 1331 revisine the receipting of lniversit
Requestmm] by: Senate I'inance Committee

Return Date Bequeute January 21, 1976
Agency: ~ Program:

ancnt Tnd
Dabe Tgnuqéxﬁé. 1976

Revenne

Treasury

II.

FISCAL DETAIL
Budget Request Unit(s) Affected: None

A. EXPENDITURES: (Thousands of dollars)

Ty,

OBJECT Py 76 {FY 77 | FY 78 | FY 79 | FY 80 | FY 81

100

PERSONAL SERVICES

200

TRAVEL

300

CONTRACTUAL

400

COMMODITIES

500

EQUIPHENT

600.

LAND & STRUCTURES

100

GEANTS, CLAIMS, ETC.

o SEIPRSE

"TOTAL ~0- ~0-

B. FUNDING: (Thousands of dollars)

GENERAL FUND i s

FEDERAL FUNDS

OTHER

C. POSITIONS:

PERMANENT/TEMPORARY / i

| / T Fos /

MAN MONTHS (P./T.) / Z

III.

AV

V.

Origlinal:

H/s 5o

/ Vo / /

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

There is no fiscal impact that may be measured related to this measure.

ALLTACHMENTS . ' ‘ : . —
DﬁTEZ'Jnn, 2_{- 1976 3’ zf,(?r.’{;__a () C: ‘6
L _PREPARED By Lmnwnce

_r’PLﬂngh %

Legislative Flnance
Budget ang Management

Prime Sponsor (Pirst Legislator Named)




UNIVERSITY OF ALASKA
FAIRBANKS, ALASKA 99701

March 2, 1976

Representative Hugh Malone, Chairman
House Finance Committee

House of Representatives

Pouch V

Juneau, Alaska 99801

Dear Hugh:

Following a meeting in Juneau last week with the Finance Committee and
Select Education Committee, Mr. Hullinger phoned me and stated that you and
Mr. Parr wanted copies of the audit proposal and acceptance agreement.

I am enclosing for your information the following documents from our
files:

April 18, 1972 Request for Audit Proposal

May 4, 1972 Ray Kohler and Company Proposal
May 18, 1972 Letter accepting proposal

May 5, 1975 Letter amending Kohler arrangement

Although the request for proposai carries the words "University of Alaska
Bid No. 2015 " for identification, hid law, as we understand it, does not re-
quire actual "bids" for professional services. However, good practice involves
giving prospective providers of service an opportunity to submit proposals. You
will note that acceptance of the proposal was acted upon by the Board of Regents.

If there are other questions you have or additional information you require,
please let me know. Mr. Hullinger is currently on leave but we will do our Hest
to provide necessary information from his files.

Sincerely yours,

s
Don M. Dafoe .

Executive Vice President
DMF/mt

cc:  Representative Charles Parr, Chairmanv//
Select Committee on Education

President Hiatt
Regent Brundin

Enclosures
PLEASE REPLY BY AIRMAIL




April 18, 1972

University of Alaska
Bid No. 2015

Gentlemen:

The University of Alaska desires to select an auditor for the
purpose of examining the racords and transactions of the University for
fiscal year ended June 30, 1972, in accordance with generally accepted
auditing standards prescribed by the American Institute of Certified Public
Accountants and in conformity with the generally accepted principles of
institutional accounting. The report of audit shall be transmitted to the
University within 120 days of the end of its fiscal year.

The scope of the audit will include all transactions and areas
of operation necessary to accomplish the report as included in the enclosed
financial report of the University. In addition, the University is Lo receive
a letter of comment outlining such matters as the auditor was not fully
satisfied with and identify areas where improvement in operation or policy
could be made,

If your firm elects to submit an audit proposal, you are
invited to attend a pre-award conference to be held on April 26, 1972, at
2 p.m. in Room 101 of the Bunnell Building on the University of Alaska
campus at Fairbanks for the purpose of obtaining all information deemed
necessary to submit your formal audit proposal which must be received
hy this office on or before 2 p.m., May 9, 1972. Selection of auditor will
be announced within 20 days following the date prescribed for submission
of the formal audit proposal.

/s

travel costs; other costs, if any; and the total estirnated cost for the entire

A detailed price proposal will be in sufficient detail to indicate:
e number of audit man days; the cost per man day; the total man day costas;

. ffq// :
proposal.

)
|




April 18, 1972
Page Two

" The proposal must list receat accounts audited by your
organization in Alaska, the experience of your company in auditing
university accounts, the names of the auditors to be assigned to this
account and their specific background in college and uriversity auditing,
and such othor data that would assist in the review of your firm.

Th= proposals will be evaluated by the staff of the Vice
President for Finance and Comptroller. The evaluation will include the
review of the proposer's plans and associated costs and cdetermine which
proposal, if accepted, wounld be in the best interests of the University,
The final award will be subject to apoproval of the Board of Regents of the
University.

The term of this contract pertains to the 1972 fiscal year, but
this contract may be renewed for subsequent audits by mutual agreement in
writing of the parties hereto subject to approval in the same manner as
this instrument. However, in no event will such renewal exceed a period '
of five years from the date of the original contract.

The University may accept within the time specified herein any
proposal whether or not there are negotiations subsequent to its receipt.
Any subsequent negotiation shall not constitute a rejection or countar offer
on the part of the University.

The Univeraity reservos the right to reject any or all proposals
and to waive informalities and minor irregularities in the proposals
received, It is contemplated that an agreement will be awarded to that
respounsible offerer whose proposal will be most advantageous to the Uni-
versity. The right is reserved to accept other than the lowest proposal.

Award may be made by acceptance of the most favorable
proposal received without further negotiation or bargaining. Initial pro-
posals submitted in response to this solicitation should therefore be get
forth in the moast favorable terms that the offerer is willing to agree. An
acceptance of proposal mailed to the successful offerer within the time
. for acceptance and upon the terms specified in the proposal shall be deemed
to result in a binding agreement without further action by either party.

. Payment to the successful firm will be made upon receipt of .
monthly invoices with the final payment to be rendered upon receipt of the
reports and a final invoice for such services.




wpril 18, 1972
Page Three

The auditor in being awarded this engagement is to be fully
aware that the University has no obligation to engage the auditor for future
work to implement any of the recommended changes in procedures and
policies revealed during the course of the audit. In additiom, there is no
obligation on the part of the University to consider the firm for any other
management or feasibility studies designed to improve the accounting,
organizational or administrative procedures of the University.

Sincerely,

M. M. Hullinger
Vice President for Finance
MMH/alh and Comptroller

‘ Enclosure




RAY KOHLER & CO. .
CERTIFIED PUBLIC ACCOUNTANTS
; P.O. BOX 607
FAIRBANKS, ALASKA 99707

May 4, 1972

* M. M. Hullinger

Vice-President for Finance
and Comptrollexr

University of Alaska

College, RAlaska 99701

Dear Mr. Hullinger:

The firm of Ray Kohler & Co., Certified Public Accountants, is pleased to
present this proposal to examine the records of the University of Alaska for the
fiscal year ending June 30, 1972. Our examination will be conducted in accordance
with generally accepted awnditing standards prescribed or accepted by the American
Institute of Certified Public Accountants. The financial statements, .upon which
our report will be based, are to be prepared in accordance with generally accepted
accounting principles applicable to state supported Universities. With respect to
such principles, our firm considers "College and University Business Administration"
to be the most authoritative literature available for the purpose of defining gener-
ally accepted accounting principles applicable to your organization.

In the conduct of the engagement we will utilize the services of Hickman &
Kautzky, Certified Public Accountants, our correspondent firm with offices in
Anchorage. .

OUR_APPROACH

It is the philosophy of our firm that an imag~s of independence in the audi-
tors you select is of primary importance in maintaining the confidence of the public
and legislative bodies in the integrity of the institution. Since there is adecuate
expertise available in many firms to perform systems and other special engagements,
we consider it unnecessary for our f£irm to =xtend services into areas which could
adversely affect our image of independence. Accordingly, if selected as your audi-
tors, you are advised that we would not extend services beyond the following func-
tions: '

(L) The audit or "attest" function and related work thereto.

' (2) Assistance in preparing requests for proposals for special engage-
ments, (if requested by you).

(3) Assistance in evaluating proposals, (if requested by you) .

MEMDERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS




M. M. Hullinger
Page 2.

With respect to our staffing, we have appended hereto the resumes of the
key personnel who will be involved in the engagement. Set forth under our fee:
estimate below is the number of man days we expect each such individual to devote

"~ to the engagement, based on our estlmate of total time involved.

In addition to our report on the financial statemehts of the University,
addressed to the Board of Regents, we will issue a separate "Auditors' Observation
Report"” in narrative form, setting forth weaknesses in internal control, sugges-
ted changes in accounting procedures, and such other matters as we consider appro-
priate to comment on as a result of our observations during the examination. Such
narrative report may be addressed to the chief financial officer of ‘the University,
‘the Board of Regents, or such other authority as may be designated by the University
in its proposal acceptance.

As noted in the preceding paragraph, the implementation of any changes based

on our observations is considered to be a responSlbllltY of the University and we
would not be available for services beyond that previously outlined.

OUR CUALIFICATIONS

The firm of Ray Kohler & Co. is the largest local independent public account
ing firm in Interior Alaska. The senior member of our firm has been engaged in pub-
lic accounting in the area since 1942. The three lead personnel we propose to assign
to the engagement have a combined total of 47 years accounting and auditing experience,
As indicated by their attached resumes, they bring to bear on this engagement signifi-
cant experience with colleges and universities both within and without the State of
Alaska. In addition to these individuals, who will complete the major portion of the
engagement, two assistants will be assigned as required. The assistants assigned will
have previously completed at least three years as public accountants.

TIMING

We have prepared time estimates for the examination and have scheduled as-
signed individuals for task performance within the 120 day time constraint imposed by
you. We will accept responsibility for having the designated individuals available
during the time frame and for completion of the assigned tasks within the estimates
we have provided. Assuming the University can provide account analyses or reconcili-
ations and the required supplementary schedules within the time frames established by
us, our report will be available to the printer on or before October 23, 1972. To
assist in monitoring our mutual progress, we would propose the following joint moni-

toring devices: - -I




M. M. Hullinger
Page 3.

July 6, 1972 - A written progress report by us, presented
in conference, reporting on progress to
date and anticipated problem areas. Your
comments may be verbal or written.

August 24, 1972 - A written progress report by us, presented
in conference, reporting on progress to
date. 2t this time a list of all unrecon-
ciled accounts and incomplete schedules
will be presented and responsibility for
reconciliation and completion within a 30~
day period assigned.

October 2, 1972 - A written report by us, presented in confer-
ence, reviewing progress to date and tim-
ing of delivery of report to printer,
review of brown line and report signing.

OUR FEE

We have reviewed the current status of the University accounting records,
evaluated the degree of assistance which we can reasonably expect from your staff
(assuming no key persconnel changes) and estimate the number of audit man days to be-
160 to 175. The number of man days we would assign to the personnel involved in the
engagement is as follows:

R. P. Kautzky, resume attached + 10 -
Bill B. Hickman, resume attached 45 .

Jean B. Schmitt, resume attached 45 "

Assistant accountants (2), resumes
provided upon request 60: = 75

Total estimated man days 160 -175

Cost per man day - S 190.00

Estimated engagement cost $30,400.00 to $33,250.00

We assume that the University will provide postage for confirmations, cleri-
cal assistance in report and confirmation typing and the costs of report printing.
Other costs such as travel, supplies, and our internal operating costs will not be
added to the engagement cost. Therefore the engagement cost arrived at by multiply-
ing estimated man days by our charge per man day is to be considered the total es-
timated cost for the engagement. '




M. M. Hullinger
Page 4.

We are pleased to present the above information for your consideration and
thank you for the opportunity to do so. If you have any questions or further in-
quiries regarding our proposal, we welcome the opportunity to discuss them with
you. .

Very truly yéurs,

RAY KOHLER & CO.

Ray Kohlerxr, Partner

s

gms




" RESUME OF R, P. KAUTZKY ;

Experience

- Mr. Kautzky has been in public and private accounting since 19456. From
1962 through 1971 he was employed by the Anchorage office of an international
accounting firm. Duties with that firm have included:

Overhead cost study for Alaska Methodist University.

Manager in charge of management consulting activities for
both private and governmental bodies.

Review of the Alaska Tax Structure for the State oﬁ'Alaskg.
Auditing and/or consulting engagements for:

The City of Seward

The City of Anchorage

The City of Kodiak

Greater Anchorage Area Borough and School District

The City of Fairbanks '
‘ Fairbanks North Star Borough and School District

Greater Ketchikan Borough
City of Nome

City of Cordova

Professional

Mr. Kautzky is a member of the American Institute of Certified Public
Accountants and also serves as a Representative of the State of Alaska to the
governing Council of that organization. He is President of Alaska Society of
Certified Public Accountants.




RESUME OF BILL B. HICKMAN

~ Education

Mr. Hickman is a graduate of the University of Oklahoma with a major in
Accounting and a minor in Business Law.

Experience

Mr. Hickman qualified as a Certified Public Accountant in 1959, at which
time he was ‘employed by a lozal public accounting firm in Oklahoma. In 1962 Mr.
Hickman joined an international public accounting firm outside and transferred to
Alaska with that firm during 1967. Effective January 1, 1972, Mr. Hickman joined
R. P. Kautzky, Certified Public Accountant, to form the partnership of Hickman &
Kautzky.

General governmental accounting experience of Mr. Hickman has included:

Auditor-in-charge : City of Anadarko, Oklahoma
City of Lindsay, Oklahoma

Engagement manager City of Anchorage, Rlaské

and School District

Engagement manager Greater Anchorage Area Borough I

Specific College and University auditing experience includes:

Engagement supervisor - =~ = Central State College (Oklahoma)
’ enrollment approximately 8,000

Engagement supervisor Alaska Methodist University
(1967-68 and 1968-69 fiscal
years)

Engagement manager University of Alaska

Professicnal

Mr. Hickman is a member of the Mmerican Institute of Certified Public
Accountants and the Alaska Society of Cortified Public Accountants. He is a past
member of the Insurance Accounting and Statistical Association and Systems and
Procedures Association. He has served as a speaker at the annual meeting of the
Oklahoma Society of C.P.A.'s and as an instructor of their professional develop-
ment courses. Mr, Hickman recently participated as a panclist on Phase II at a
meeting of the Alaska Society of Certified Public Accountants.




RESUME OF JEAN B. SCHMTITT

Education

Mrs. Schmitc is a magna cum laude graduate of the University of Alaska
with a Bachelor of Business Administration degree and Accounting major. She has
attended special staff.training schools conducted by an internmational accounting
firm on University and Institutional accounting and auditing and computer auditing.

Experience

Mrs. Schmitt has been in public accounting since 1963 when she was em-
ployed on a part-time basis by a local public accounting firm while studying at the
University of Alaska. From 1965 through 1970 she was employed by an international
public accounting firm in their Fairbanks office. She became associated with Ray
Kohler, C.P.A., February 1, 1971 and is a partner in the firm of Ray Kohler & Co.,
Fairbanks. : ' :

General governmental accounting experience includes:
Auditor-in-charge - - - = = = = 'City of Fairbanks, Alaska

. Assistant auditor - - =~ - = - - Fairbanks North Star Borough
' and School District

Specific College and University auditing experience:

Mrs. Schmitt has been associated with the University of Alaska audit
engagements for the previous seven years in the following capac-—
ities: . -

1965 and 1966 Assistant auditor

1967 through 1969 Auditor-in-charge .

1970 Engagement supervisor

1971 Special technical and advisory services
in relation to University in-house
effort to complete year-end work, pre-
pare work-pawper schedules and financial

statements for the independent audit
firm.

Prof assional

Mrs. Schmitt is a member of the American Institute of Certified Public
Accountants, the Alaska Society of Zertified Public Accountants, and the National
Association of Accountants. She his served as a lecturer in accounting at the
University of Alaska for both the !vening and Off-campus Division and the College
of Business, Economics and Governm:ant.




May 18, 1972

Ray Kohler & Co.

P. O. Box 607
Fairbanks, Alaska 99701
Dear Mr. Kohler:

The proposal to examine the University records as submitted
by your firm and in accordance with University of Alaska bid No. 2015
has been accepted by the Board of Regents.

The arrangements for the conduct of the audit engagement
will be worked out with Mr. A. B. Frol, Associate Comptroller, by
June 1, 1972,

We appreciate your submitting a proposal for the examination
of the University records and look forward to working with the members

of your firm.

Sincerely,

M. M. Hullinger

Vice President for Finance
.MMH/alh and Comptroller
cc: Mr., A. B. Frol




RAY KOHLER & CO.

CERTIFIED PUBLIC ACCOUNTANTS
P.O. BOX 507
FAIRBANKS, ALASKA 98707

May 5, 1975

M. M. Hullinger

Vice President for Finance and Comptroller
University of Alaska

Fairbanks, Alaska 99701

Dear Mr. Hullinger:

In accordance with our previous discussions, this letter is to present
our proposal for a fee adjustment on our audit contract with the University.

As you know, our original proposal was at $190 per man day without any
charge to the University for travel, housing or per diem. This is the fee
arrangement that has been in effect for the past three years. During this peri-
od we have all experienced sharply increased costs, particularly in personnel
costs. We feel that we cannot continue to meet the increased personnel costs
and other charges at our Lhree-year old rate, We hereby request an increase to
$228 per man day. This proposed rate represents a 207 increase, an amount which
we feel is less than the general inflation factor we have experienced in the
same period. We would continue to pay other costs such as travel and per diem.

However, because of the uncertainties concerning costs and availability
of desirable housing in Fairbanks, we request assistance from the University in
I]- o ) ) o- 1 - e + *

o
[=] R 3 ' 3 LI =13
- % 5 . s g . .

o ; gL = =
assistaonca—din arranging suitable housing wiLLJugap9xaciahadrv-n4hyﬁgu_..

Ja

Your favorable consideration will be appreciated. If you agree tc the
above proposal please sign in the space provided below and return one copy to
us,

Very truly yours,
RAY KOHLER & CO.

o /é «Faﬁ,ﬂuzz:

ﬁenn B. Schmitbt, Partner

Fo )
The above proposal is acceptc;::;)?¢¢§;5;A4,{,e»~LMA<r_ﬁ

gmf
enc

:JZ.MEJFCZU-TJ.{,dh & Fruete

MEMDERS AMERICAN INSTITUTE OF CERTIFIED PUDLIC ACCOUNTANTS
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/ JAY S. HAMMOND, EOVERNOR

" STATE OF ALASEA

l)l‘.l’z\ll'l‘\ll*ll\'l‘ OF REVENUE

OFFICE OF THE COMM'*<IONER POUCK S — JUNEAU 99811

February 3, 1976

Honorable Charles Parr
Chairman

Select Committee on Education
Alaska State Legislature
State Capitol Building
Juneau, AK 99811

Re: Senate Bill No. 518
Dear Mr. Parr:

Senate Bill No. 518, an Act relating to the functions of the Depart-
ment of Revenue regarding monetary gifts to the University of Alaska
was introduced in the House on January 29, 1976 and was referred to
the House Select Committee on Education and the House Finance
Committee.

For the consideration of the House Select Committee on Education, I

am enclosing a copy of a fiscal note prepared by Lawrence Eppenbach,
Deputy Commissioner, Department of Revenue on the proposed legislation
along with copies of a letter dated February 2, 1976 from Mr. Eppenbach
to the Honorable Frank Ferguson, Member, Senate Finance Committee and

a letter dated November 6, 1975 from Mr. Eppenbach to the Honorable
Edward F. Naughton, Chalrman, Legislative Budget and Audit Commitiee
concaerning the proposed legislation.

If you or any members of the House Select Committee on Education have
any questions on the material submitted, please telephcne the writer

at 465-2397 and I will contact Mr. Eppenbach to submit further material
or testify at a hearing.

Very truly yours,

Aaope

R. D. Stevenson
Speclal Agsistant

cc: The Honorable Hugh Malone
Chairman
House Tinance Committee

Lawrence C. Eppenbach ~
Deputy Commissioner, Treasury
Department of Revenuc
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TSTATE OF ALASEA / ~——

@® DEPARTMENT OF BEVENUE |
i ; TREASURY DIVISION POUCH SB—JUNEAU 93801
' February 2, 1976

The Honorable Frank Ferguson
Member, Senate Finance Committee
Alaska State Capitol

Juneau, Alaska 99811

Dear Senator’ Ferguson:

This letter will outline some of the reasons for intro-
ducing Senate Bill No. 518 and amplify comments contained in
the Governor's letter of transmittal.

The Department of Revenue recognized last summner its
receipting responsibility for monetary gifts made to the Unjiv-
ersity of Alaska under Title 14.40.280. The Department wrote
to the University requesting a list of any restricted gifts
received and the immediate transmittal of all unrestricted gifts.
The Department discussed this matter with Budget and Management,
Legislative Audit, and disclosed the entire matter to the Budget
and Audit Committee in a letter to its Chairman dated November 6,

. 1975. I have attached a copy of that letter and all documents
appended thereto. :

Senate Bill No. 518 provides an opportunity for potential
benefactors of the University to donate gifts to the University
of Alaska Permanent Fund which is invested by the Department of
Revenue. This would insure that the value of such gifts would
be received by the University in the form of an endowment. The
Department of Revenue seeks to make permissive a statute which
heretofore required the University to deposit: all monetary gifts
received. Other changes in Sections 280 and 400 are housekcep-
ing in nature to eliminate archaic language.

There is one issue that SB 518 does not address: The
Department of Revenue discussed with Legislative Audit the impli-
cation that monetary gifts received by the University may be
used to initiate programs which would, in the future, require
appropriations. The Department believes that this is an issue
deserving legislative review and Judgment and not that of the
Department. -

Sincervely,

. Lawrence C. Eppenbach
Deputy Commissioner,‘Trensury
LCE:ge
Enclosure
cc: R. D. Stevenson




November 6, 1975

The Honorable Edward F. Naughton
€hairman

Legislative Budget and Audit Committee
P. O. Box 10897

. Kndiak, Alaska 99615

Deair Mr. Naughton:

This letter discloses the action taken by the Department
of Revenue following its discovery last summer of receipting
responsibility contained in Title 14 of the Alaska Code.

AS 14.40.280 requircs that the Department of Revenue receipt
all monetary gifts to the University of Alaska and deposit
them in the University of Alaska Permanent Hund. The Depart-
ment of Revenue was not at the time receipting and depositing
such gifts and had no record of ever having made such deposits.

When the Department recognized its responsibility under
AS 14.40.280 an official wrote to the Comptroller of the University
and asked for a listing of restricted monetary gifts received
during fiscal year 1975 as well as for a direct transfer to the
Treasury of all unrestricted monetary gifts. The distinction
between restricted and unrestricted gifts wag made by the
Department of Revenue recognizing the practical problems of
transferring late in the fiscal year funds already committed
for a particulax purpose. After additional correspondence
with the University, the Department of Revenue was informed that
no unrestricted monctary gifts were received during fiscal
year 1975.

The University of Alaska did transmit to this Department
a listing of all gifts, bequests, and bequeaths, both monetary
and in kind. That listing has benn reviewed add pared down to
the attached list which we believe contains the monetary gifts
and bequests that are not directly related to the performance
of any contracted sexvice provided by the University. This is
admittedly & subjective judgment based on less than sufficient
information and the attachment should be viewed as only bxoadly
representative of the nature of monetary gifts, bequests, and
endowments. '
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The Honorable Edward F. Naughton -2-

November 6, 1975

-
-

The Department of Revenue has also discussed this issue
with the Legislative Auditor and has requested the Attorney
General to review the Department's responsibilities under
AS 14.40.280 as opposed to Section 250 of the same chapter which

appears to confer to the Board of Regents the power to recaive
and invest funds,

In addition, the Department of Revenue is presently pre-
paring draft legislation for review by the Governor. If
introduced and passed it would provide for the Department to
receive and deposit monetary gifts in the University of Alaska
Permanent Fund when requested by the donor. This would offer a
source of permanent: investment for nmonetary gifts as an endow-
ment option available to a donor without directly interfering
with the University's relationship to benefactors.

If you have any questions regarding this matier please
don't hesitate to call us.

Sincerely,

Lawrence C. Eppenbach -
Deputy Comissioner, Treasury

LCE:ge
Enclosure
cc: 'The Honorable Jay Harmmond, Governor
Commissioner Sterling Gallagherxr
The Honorable Avrum Gross, Attorney General
Dr. Robert Hiatt, President, University of Alaska
M. M. Hullinger, Vice President, Finance & Comptrollex
Gary Peska, Legislative Auditor
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/ \ '] \\ /( /—\ : / JAY S. HAMMOND, GOVERNOR

ls L.LJL =
/
DEPARTMENT OF llt:\'HNIIE ;;'

OFICE OF THE COMMISSIONER | 20UCH S — JUNEAU 99811

February 3, 1976

Honorable Charles Parr

Chairman

Select Committee on Education
Alaska State Legislature

State Capitol Building

Juneau, AK 99811 i

Re: Senate Bill No. 518
Dear Mr. Parr:

Senate Bill No. 518, an Act relating to the functions of the Depart-
ment of Revenue regarding monetary gifts to the University of Alaska
was introduced in the House on January 29, 1976 and was referred to
the House Select Committee on Education and the House Finance
Committee.

For the consideration of the House Select Committee on Education, I

am enclosing a copy of a fiscal note prepared by Lawrence Eppenbach,
Deputy Commissioner, Department of Revenue on the proposed legislation
along with copies of a letter dated February 2, 1976 from Mr. Eppenbach
to the Honorable Frank Ferguson, Member, Senate Finance Committee and

a letter dated November 6, 1975 from Mr. Eppenbach to the Honorable
Edward T. Naughton, Chairman, Legislative Budget and Audit Committee
concerning the proposed legislation.

If you or any members of the House Select Committee on Education have
any questions on the material submitted, please telephone the writer

at 465-2397 and I will contact Mr. Eppenbach to submit further material
or testify at a hearing.

Very truly yours,

o
At o

R. D. Stevenson
Special Aasistant

cc: The lHonorable Hugh Malone
Chairman
House Finance Committee

Lawrence C. Eppenbach A
Deputy Commissioner, Treasury
Department of Revenue



; THL LLGTULRTUHT DF THL STATE: O ALAOKA
5 IPISCAL NO'TE

Second Session -- Ninth Leplslature

REQUES!

B11l No. Senate Bil) No. 518

Title: A 1131 revisine Lthe_receiptin

L nds L.J._&.'Lty_nj'_Ala.sJu_Eemmnn r Tund

Reguested by: Senate Finance Ccamitiee Date:_ Januar:+16 , 1976
Return Date Requested: Jawary 21, 1976
Agency: Revenrie Program: Treasury
II. ¥FISCAL DETAIL
Budget Request Unit(s) Affected: __None
A. EXPENDITURES: (Thousands of dollars)
OBJECT FY 761 FPY 77 | BPY 768 1. P 79 | ¥Y 80 | FY B}
100 PERSONAI, SERVICES
200 TRAVEL
300 CONTRACTUAL
5§00 COMIUDITIES
)UU }(‘jtllll SN i
_(\_Q_Q__I_hnl)__c__.‘_u“‘HJ("Jllilﬂ':‘- S
100 (Jlu':f\l"i, (..uf{.]:l:;, ETC
Nz |
. TOTAL o s sl e —0- i
B. JFUNDING: (Thousands of dollars)
____GENERAJ, FURD 0= e N Al o O
VEDERAT, FUNDS L 1_m___ s
OT'HISH 2
C. POSITIONS:
PERMANENT/TEMPORARY | 7 / I T, ' /
MAN NMONTHS (7. /T.) - / S N / /
III. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1III)
There is no fiscal impact that may be measured related to this measure.
IV. ATTACHMENTS
| ’ﬂac(_ é{) Hdc»{/
V. DATE: Jan. 21, 1976 PREPARED BY: Lavrence .!memach

Oripglinal:

ce:

H/5 50

Lepgiaslative Flnance
Budpet and Management
Prime Sponsor (First Legislator Named)
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DEPARTRMENT OF REVENUE
TREASURY DIVISION POUCH SB—JUNEAU 33801
February 2, 1976

The Honorable Frank Ferguson
Member, Senate Finance Committee
Alaska State Capitol

Juneau, Alaska 99811

Dear Senalor Ferguson:

This letter will outline some of the reasons for intro-
ducing Senate Bill No. 518 and amplify comments contained in
the Governor's letter of transmittal.

The Department of Revenue recognized last summer its
receipting responsibility for monetarv gifts made to the Univ-
ersity of Alaska under Title 14.40.280. The Department wrote
to the University requesting a list of any restricted gifts
received and the immediate transmittal of all unrestricted gifts.
The Department discussed this matter with Budget and Management,
Legislative Audit, and disclosed the entire matter to the Budget

. and Audit Committee in a letter to its Chairman dated November 6,
1975. I have attached a copy of that letter and all documents
appended thereto.

Senate Bill No. 518 provides an opportunity for potential
benefactors of the University to donate gifts to the University
nf Alaska Permanent FFund which is invested by the Department of
Revenue. This would insure that the value of such gifts would
be received by the University in the form of an endowment. The
Department of Revenue seecks to make permissive a statute which
heretofore required the University to deposit all monetary gifts
received. Other changes in Sections 280 and 400 are housekecep-
ing “n nature to eliminate archaic language.

There is one issue that SB 518 does not address: The
Department of Revenue discussed with Legislative Audit the impli-
cation that monetary gifts received by the University may be
used to initiate programs which would, in the future, require
appropriations. The Department believes that this is an issue
deserving legislative review and judgment and not that of the
Department.

Sincerely,

Lawrence C. Eppenbach

Deputy Commissioner, Treasury
ICE:ge
Enclosure
cec: R. D. Stevenson




Novenber 6, 1975

The Honorable Edward F. Naughton
€hairman

Legislative Budget and Audit Committee
P. 0. Box 1097

Kodiak, Alaska 99615

Dear Mr. Naughton:

This letter discloses the action taken by the Department
of Revenue following its discovery last summer of receipting
responsibility contained in Title 14 of the Alaska Code.

AS 14.40.280 requires that the Department of Revenue receipt
all monetary gifts to the Univereity of Alaska and deposit
them in the University of Alaska Permanent fund. The Depart-
ment of Revenue was not at the time receipting and depositing
such gifts and had no record of ever having made such deposits.

When the Department recognized its responsibility under
AS 14.40.280 an official wrote to the Comptrcller of the University
and asked for a listing of restricted monetary gifits received
during fiscal year 1975 as well ags for a direct transfer to the
Treasury of all unrestricted monetary gifts. The distinction
between restricted and unrestricted gilfts was made by the
Department of Revenue recognizing the practical problems of
transferring late in the fiscal yvear funds already committed
for a particular purpcse. After additional correspondence
with the University, the Department of Revenue was informed that
no unrestricted monctary gifts were received during fiscal
year 1975.

The University of Alaska did transmit to this Department
a listing of all gifts, bequests, and bequeaths, both monetary
and in kind. That listing has bean reviewed add pared down to
the attached list which we believe contains the monetary gifts
and becquests that are not direcctly related to the performance
of any contracted serxvice provided by the University. This is
admittedly a subjective judgment based on less than sufficient
information and the attachment should be vieved ag only broadly
representative of the nature of monetary gifts, bequests, and
endowments.
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The Honorable Edward F. Naughton -2~ November 6, 1975

The Department of Revenue has also discussed this issue
with the Legislative Auditor and has requested the Attorney
General to review the Department's responsibilities under
AS 14.40.280 as opposed to Section 250 of the same chapter which
appears to confer to the Board of Regents the power to receive
and invest funds.

In addition, the Department of Revenue is presently pre-
paring draft legislation for review hy the Governor. If
introduced and passed it would provido for the Department to
receive and deposit monetary gifts in the University of Alaska
Permanent Fund when requested by the donox. This would offer a
source of permanent investment for monectary gifts as an endow-
ment option available to a donor without directly interfering
with the University's relaticenship to bencfactors.

If you have any gquestions regarding this matter please
don't hesitate to call us.

Sincerely,

Lawrence C. Eppenbach
Deputy Commissioner, Treasury

LCE:ge
Enclosure
cc: 'The Honorablie Jay Harmond, Governor
Commissioner Sterxling Gallaghex
The Honorable Avecum Gross, Attorney General
Pr. Robert Hiatt, President, University of Alaska
M. M. Hullinger, Vice President, Finance & Comptroller
Gary Peska, Legislative Auditor




$ 6,000

200

1,000
94
1,000

200
445

3,000
300
73
100,000
5,000
500
5,985
2,119
87
2,165
97

10
500
485
1,000
1,000
225
100
100
100
100
100
100
100
100
100
100
100

. 100
2,000

1,000
144
1,500

ELT

Project

CGraduate Fellowship Support, D. Hood
Foundation Support Grant, D. Coon
Self Support Course, L. Helms

Geology Scholarship, D. lawkins

Lions Scholarship, I. Creiner

ASUA Talent Grant Program, I. Greiner

Petroleum Tech Scholarship, T. Wagoner

Student Rescarch Grant, J. Peterson
Berry Family Scholarship
Nellie Trigg Memorial

J. Theodore "Ted Crites Scholarship
for Skiing"

Pt. Barrow Lions Club Szholarship

Daniel Cucurull Memorial Fund

Northern Commercial Foundation

Presser Foundation
Talent Grant-Music

Alumni Association Talent Grant
Alumni. Association Scholarship
Margaret P. Narris Memorial Fund
lnunduLi(n1 Support Grant, F. Darnecll
Native Arts Festival, T. Tomczak

Engineering Scholarship Fund, L. Behlke
i £ |

Alaska Adult Literacy Lab, J. Irany
Early Ch)](”]ond !JLvLJ(qnnLnL Center, E,

George & Mine Makimi Memorial Sthulnr.hlp

Anonymous String Scholarship
Emily Brown Scholarship Fund
Music Talent Grant

Quota Club of Fairbanis
University Day Scholarship

Alaska Mapgazine Natural Resource Award

UV Industries Scholarship

University Women's Association
Blue & Gold Club & Talent Grant
Blue & CGold Club & Talent Grant
Blue & Gold Club & Talent Grant
Blue & Gold Club & Talent Grant
Blue & Gold Club & Talent Grant
Blue & Gold Club & Talent CGrant
Blue & Cold Club & Talent Grant
Blue & Gold Club & Talent Grant
Blue & CGold Club & Talent Grant
Blue & Gold Club & Talent Grant
Blue & Gold Club & Talent Grant
Blue & Gold Club & Talent Grant
Reeruiting, Mineral Engincering

Student Scholarvships, Mineral Enpincering
I'v Wayne Jones Scholarship, Mineral Lngr,

Unrestricted, Geology

AT 'elr '|' a W A
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Grantedfnx

Union 0il

Ford Foundation

Various

Standard 0il Company

Pt. Barrow Lions Club

A.S.U,A,

B.P. Alaska

Atlantic Richfield 0il Co.

Berry llolding Company

Paul Sterling JII, President
Kuyanna House, Inc.

Kenneth Crites

Dr. Larry S. Underwvood

Mrs. Donald C. Douglass

Mr. Volney Richmond, Jr., President
Rorthern Commercial Company

Mr., John Ronald Ott, President

Mr. Charles Davis, Head of the
Department of Music, U of A

Mrs. Alice Mikami Snodgrass

Mrs, Alice Mikami Snodgrass

Ford Foundation

Private

Union 0il Company

Private

Private

Mrs. Alice Snodgrass

Mr. Robert . E. Lauer

Mrs. Tda Knoebel

Jimmy Bedford

Mrs. Sally Murphy

Mrs., Shelia Herriott

Mr. Robert Henning

Mr. Robert Baldwin

Mrs, Jan Turner

A. W. Baker

Mr. Randy Clapp

Floyd Dericux

Sharon Griffis

James M, lackett

R. Michacl Jens

Mark Klaich

Angie Kruckenberg

James L. McCarthy

tichard J. Mealey

Uiban E. Rahoi

Jael Shives

Mineral Industry Lducation
Foundat ion

UV Industries, Inc.

F.o Wayne Jones

Marathon 0il Company




§ 500
25

'l' 520
Z25
100
15
10
5

150

50
100
10
10
50

25
25
10
20
10

5
50

5
1.0
25

10

®. .
1,100
5,500
545

210
2,500

hmoﬂni'

Student Scholarship, Geosogy
Mary and John Doyle Emergency Loan Fund
Scholarship Fund

Jackie Robinson Loan Fund

Women's
Women's
Vomen's
Women's
Women's
Women's
Women's
Women's
Women's
Women's

Women's
Women's
Yomen's
Women's
Women's
Women's
Camille
Camille
Camille

amille
Camille
Camille

Sandra Flothe
Surveying and
Kevin Robbins

Basketball Team
Basketball Team
Basketball Team.
lasketball Team
Baskeitball Team
Basketball Team
Basketball Team
Basketball Team
Basketball Team
Basketball Team

Basketball Team
Basketball Team
Basketball Team
Basketball Team
Baskecball Teanm
Basketball Team
Marie More Music
Marie More Music
Marie More Music
Marie More Music
Marie More Music
Marie More Music

Scholarship
Scholarship
Scholarship
Scholarship
Scholarship
Scholarship

Hemorial Scholarship F
Happing Scholarship
Memorial Scholarship Fund

Dental Hygienc Scholarship

Grant

IFund
Fund
Fund
Fund
Fund
Fund
und

L

‘Granted. By

Unjion 0il Company

Marie lloffman

American Society of Women
Accountants ¢/o Carol Rude

Air Torce Sergeants Assn., ## 605

F. J. Phillips, M. D.

Theresa's Bakery

Jones & Dosser, Accountants

Harland W. Davis, Attorney

Marathon 0il Company

National Bank of Alaska

Roosevelt liotel

Automotive Parts & Equipment

R. Collin Middleton

Black Orchid Brothers'
Enterprises, Inc,

Sheffield Enterprises, Inc.

Rabbit Creek Inn

Alaska Stationers

Polar Reproductions

Rabbit Hutch

M. L. Nicholson

Mrs. Marilyn Yonley

Mrs. C. 0. Arnecke, Jr,

Major & Mrs. E. P, Frey

The Matyas Family

Mrs. Joan S. Nevhouse

Mrs. Sara Langton

Mr. and Mrs. Milo Flothe

Sidney J. Henderson, Jr.

Latter Day Saints Church

Dentyral Assisting Propram

Mr. Larry lowland, Dircctor
ITT Avctice Services, Inc.
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st , : Introduced: 1/15/76
(:: Referrcd: Finance
A BY THE RULES COMMITTEE BY
Il IN THE SENATE : REQUEST OF THE GOVERNOR
2 SENATE BILL NO.518 . s :
3 \ IN THE LEGISLATURE OF THE STATE OF ALASKA
p NINTH LEGISLATURE - SECOND SESSION
o A BILL

6lror an Act entitled: "An Act relating to the functions Pr the Department
-~ of Revenue regarding monetary gifts, to the University
& of Alaska; and providing for an effective dats."

YIBE IT ENACTED BY THE LEGISLATURE OF 'k STATE OF ALASKA:

W k Seciion 1. .hS 14.40.280 is amended to read:

i Sec. 11.10.280. ENDOWMENTS AND DONATTONS. A1l monetary gifts,

I bequests or endowments whieh aro_mgﬁg to. the uriversity for ihe pur-
Cr} 3 pose of the separate trust fund created under sce. 400 of this chanter

. " ghall be transferred [OTHER THAN STATE APPROPRIATIONS AND FEFDERAL

b ALLOTHENTS, RECEIVED FOR THE UNIVERST'TY EXPANSION PROGRAM 03 OTHER USE

W SHALL BE TURNED OVER] to the Department of Revenue. The Department of

b Revenue shall manage that money in accordance with [SHhLL DEPOSIT THEM

" IN THE SEPARATE RUND ESTABLISHED AND MAINTAINED UNDER) se.r:. 400 of

v this chapter. Title to and control or possesslon of [T0] land, [AND]

» personal property, and all money other than that transferred  to tre

# Department of Revenue [MOREY], which is devised, bequeathed or given

= to the university shall be taken by the university in “ts corhorﬁtc

i capaclty acting by and through the regents or an authordzed agent, and

w2 shall be entered in the perpetual inventory of the uriversity.

58 ¥ Sece, v AS liigﬁéﬂﬂo(u) ls amended to read:

26

(a) "The Department of Revenue shall establish a separate fund in

~ g which all money derived from the sale or lease of the lands granted

% under the Act of Congronﬁ approved January 21, 1929, and in which all

2 monetary pifts, bequests or endowments made o thoe university for the

Wi SB 518
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25

20

27

20

29

purpose of the fund, shall be held in trust.

# Sec. 3.

10.070(c) .

o iy WA

This Act takes elfect smmediately in accordance with AS 01.-




f'@f’l? File
907-465-4951

Alusha Btate Legisluture
House

JUNEAU ALABKA

99801 SELECT COMMITTEE ON EDUCATION

February 2, 19706

Dr. Robert W, Hiatt
President :
"miversity of Alaska |
Fairbanks, Alaska 99701

Dear Dr. Hiatt:
Does the University have a position on SB 518? This
bill deals with the separate trust fund established for

monetary gifts, bequests, and endowments made to the
‘, University.

I would appreciate any position statement.

Sincerely,
DAL

harles H. Parr
Chailrman

CHP: jh
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Introduced: 1/15/76
Referred: Finance

BY THE RULES COMMITTZE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO.518
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A

BILL

For an Act entitled: "An Act relating to the functions of the Department

of Revenue regarding monetary gifts to the University

of Alaska; and providing for an eflffective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

# Secuvion 1., AS 14.40.280 1s amended to read:

Sec. 14.40.280. ENDOWMENTS AND DONATIONS. All monetary gifts,

bequests or endowments which are made to the university for the pur-

nose of the separate trust fund created under sec. 400 of this chapter

shall be transferred [OTHEEFE THAL STATE APPROPRIATIONS AND FEDERAL

ALLOTMENTS, RECEIVED IFOR THE UNIVERSITY EXPANSION PROGRAM OR OTHER USE
SHALL BE TURNED OVER] to the Department of Revenue. The Department of

Revenue ghall manage that money in accordance with [SHALL DEPOSIT THIEM

IN THE SEPARATE FUND ESTAELISHED AND MAINTAINED UNDER] sec. 400 of
thls chapter. Title to and control or possession of [T0] land, [AND]

personal property, and all money other than that transferred to the

Department. of Revenue [MONEY], which is devised, bequeathed or piven

to the university shall be taken by the university in 1its corporate
capaclity actlng by and through the regents or an authorized agent, and
shall be entered in the perpetual inventory of the university.
Sec., 2. AS 14.40.400(a) is amended to read:

(a) The Department of Revenue shall establish a separate fund in
whleh all money derived from the sale or lease of the lands granted

under the Act of Congress approved January 21, 1929, and in which ali

monevary plfts, bequests or endowments made to the university for tne

o, L
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purnose of the fund. shall be held in %rust.

Sec,

'*fl0.0TG(c).
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is Act takes effect immediately in accordance w
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FROM: OFFICE OF THE PRESIDENT

UNIVERSITY

to: Dr, Gruenig A DATE: 2=6-76

Will you kindly review this for
Dr. Hiatt. It would be nice if you
could talk to him about it today, .
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giazkzx State Tegislature

t"'“‘l_
Housze
Pouch V
JUNEAU ALAGKA
99801 SELECT COMMITTEE ON EDUCATION

February 2, 1976

/A;A/77é/7°

Dr. Robert W. Hiatt
President

University of Alaska
Fairbanks, Alaska 99701

Dear Dr. Hiatt:

Does the University have a position on SB 518? This
bill deals with the separate trust fund established for
monetary gifts, bequests, and endowments made to the

P University.

I would appreciate any position statement.
Sincerely,
gﬂz// AVjééi/i]
IC;.Lg@u@ Jﬁ“m\

Charles H. Parr
Chairmar

CHP: jh
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Introduced: 1/15/76
Referred: FPFinance

BY THE RULES COMMITTEE BY
' IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL NO.518

J IN THE LEGISLATURE OF THE STATE OF ALASKA

‘ 4 NINTH LEGISLATURE - SECOND SESSION
2 3 A BILL

6 [For an Act entitled: "An Act relating to the functions of the Department

7 of Revenue regarding monetary gifts to the University

8 of Alaska; and providing for an effective date."

%1BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

o * Secivlon 1. AS 14.40.280 is amended to read: i

|
e Sec. 14.40.280. ENDOWMENTS AND DONATIONS. All monetary gifts, i
|2! bequests or endowments which are made to the university for the pur- f
P Ia] pose of the separate trust furd created under sec. 400 of this chapter

M! shall be transferred [OTHER THAN STATE APPROPRIATIONS AND FEDERAL

'Sy ALLOTMEN1. , RECEIVED FOR THE UNIVERSITY EXPANSION PROGRAM OR OTHER USE

m” SHALL BE TURNED OVER] to the Department of Revenue. The Department of
‘7i Revenue ghall ranapge that money in accordance with [SHALL DEPOSIT THEM

;a‘ IN THE SEPARATE FUND ESTABLISHED AND MAINTAINED UNDER] sec. 400 of

Igh this chapter. Title to and control or possession of [1M0] land, [AND]
20% personal property, and all money other than that transferred Lo the

- < h Department of Hevenue [MONEY], wihlch is devised, begueathed or pgiven

22? to the university shall be taken by the university in its corporate i
an i {
= I; capaclty acting by and through the regents cr an authorlized agent, and ;
24! shall be entered in the perpetual inventory of the unlversity, E
” ]
jsi ¥ Sec. 2. AS 11,40.400(a) is amended to read: é
Eﬁ: (a) The Department of Revenue shall establish a separate lund in ;
z/ﬁ which all money derived frow thne sale or lease of the lands granted ;
T under the Act of Congress approved January 21, 1929, and in whicn all |

thne

i
I . ! 2 s ~
‘l monecary gifts, becuests or endowments made to the university for

T

SB 516




purnose of the fund. shall be held in trust.

10.070(c).

|
|

?ii ¥ Sec. 3. This Act takes effect immediately 1n accordance with AS 0l.-
ﬁ




January 20, 1976

Ms. Fran Ulmer
Legislative Assistant
to the Governor
State of Alaska
0ffice of the Governor
Juneau, Alaska 99801

Dear Ms. Ulmer:

The attached Fiscal Note is returned per your instructions. Thank
you for keeping us informed of the progress of the drafted legislation
regarding monetary gifts to the University. We support the proposed
change to 14.40.280.

Siqqerely,

" F . =3 ¢
U ! ; AN D e
(/ A g ! €., ¥ -

Robert W. Hiatt
President

RWH/mt

cc: Mr. V. Kent Dawson
Division of Budget & Management




THE LEGISLATURE OF THE STATE OF ALASKA
‘ FISCAL NOTE CRELE
Second Seszslon ~ Ninth Legislature

I.. REQUEST =
B1ll No. To be assigned :
Title: An act relating to the functions of the Department of Revenue. etc.
Reguested by: Governor Date:
Return Date Requested: :
Agency: University of Alaska Program: Endowments and Donations

II. FISCAL DETAIL .
Budget Request Unit(s) Affected: Statewide Administration

A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 | FY 77 | FY 78 |.FY 79 [ FY 80 | ry 82

100 PERSONAL SERVICES

200  TRAVEL )

300 CONTRACTUAL | S 2 [

00 _ COMMODITIES o LAY 7 K

500 _ EQUIPMENT T LA A A

600  LAND & STRUCTURES 1 Lt A2 j =" 2 i
, 700 GRANTS, CLAINMS, EIC. 7 7 : g
’ A

TOTAL

B. FUNDING: (Thousands of dollars)

GENERAL FUND |
FEDERAL FUNDS %

OTHER

C. POSITIONS:

PERMANENT /TEMPORARY / it T A /
MAN MONTHS (P./T.) / Zrid (‘ { <=y /

NN

III; AﬁALYSIS (3ee Fiscal Note Preparation Instructions, Section III)

IV. ATTACHMENTS

Vi
: : W&a’ :
V. DATE: 20 January 1976 PREPARED BY: o~

.M. Hullinger, Vice)President for Finance
Original: Legislative Finance and Comptroller
cc: Budget and Management :
' Prime Sponsor (First Legislator Named)
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adgrﬁ HAMMOND

GOVERNDIR

. STATE OF ALASKA
OFFICE OF THE GOVERNOR
Juxeavu

January 12, 1976

(1l
Dr. Robert W. Hiatt (Ull)

President

University of Alaska :
101 Bunnell

Fairbanks, Alaska 99701

Dear President Hiatt:

The Attorney Genaral's office has drafted legislation
concerning "An Act relating to the functions of the
Department of Revenue regarding monetary gifts to the
University of Alaska," for introducticu in the Second
Session of the Ninth Legislature. Please review this
proposal for possible fiscal impact upon your agency and
[ 4 complete the attached Fiscal Note. Return the original to
me and two copies to the Division of Budget and Management
within one week, if it is at all possible.
L s
For assistance in preparing the Fiscal Note, refer to the
preparation instructions issued by the Division of Legis~
lative Finance, or consult your budget analyst. Where no
fiscal impact implications are involved, enter "none" in
section II and return promptly.

Also, as this bill may have a fiscal impact on the
Department of Revenue, I have requested a Fiscal Note from
that agency.

Sincerely,

/ /
sty ClLEpree /{/“

Fran Ulmer
Legislative Assistant
to the Governor

Inclosures
cc: Kent Dawson
Division of Budget &

. Management
w/Enclosures
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10: The Honorable o)l = -1ond
Governor
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Attorney Geneviil . ij{

Ri.s Yroposed legistatiin i -arding the functions of

tiho | ~pastuont ¢f Revs 12 oOn the receipt of

monetary gifts to the niversity of Alaska.

Attached is Bt ot | preposed by the Department of
devenue restricting the (unctic of ube Department of' Revenue on
Ll - ‘w4 or monetary gilts wu che University of Alaska. Here
g i o spmentetal LERLEr:

L) FT
eordance owitn. AS 24.30.060( ) and the Uniform Rules of the
AkeE Stave Leplsiavurce, am <. ansmitting a bill which limlts
functions of the Lepartment of Hevenue with regard to monetary
gl poe daed by Bhee TTafrrgses 240 of Alaska.
~me confusion nzc Y Laih se functions of the Department
wers cepardlng vhe o, o pk of monetary gifts made to the
i vwary of i a3 . 60 appears to require the department
God ol ’ Wil ifts regardless of whether the

MG i 6
ki Eig -} K[Q&

JAY S. HAHMOND, GOVEEXOR




January 5, 1975
M

csed or whether the gifts were

intend~%4 t¢ be made to the pec:. “nent trust fund under AS 14.40.-

409, heeosaingiy, oo.8 bill v -ld appropriately limit the De-

partment. of Reveius's contrel University of Alaska monetary
gifts to those made speeifical for the purpose of the separate

cpust fure adn ‘nisierae oy vpe -epartment of Revenue under AS

1400800
-ncerely,

y S. Hammond
. vernor

Lilmd ty
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STATE OF ALASKA

DEPARTMENT OF REVENUE
. TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS

FLOW OF FUNDS SUMMARY
January 31, 1976

At the end of January 1976, the General and Segregated State Program
Funds totaled $458,398,667.06, down from $478,744,749.09 at the close of
the previous month. Operating cash and the level of the General Investment
Account totaled $378,053,927.83 at the end of January. This total repre-
sents a decrease of $20,538,912.78 from the previous month. During the
month, $4,984,857.08 was received from the Federal Highway Administration,
$5,419,910.52 was received from royalty oil production payments, and

$861,250.08 was received from the Federal Bureau of Outdoor Recreation.
Beginning of Month Cash and Invested Funds $478,744,749.09
Net Investment Revenue 1,543,237.87

Net Drawdown of Funds for
State Expenditures (18,802,844.16)

nd of Month Cash and Tnvested Funds $458,398,667.06

INVESTMENT RETURN

The total realized cash investment return of $1.5 million for January
raises the amount collected over the first seven months of this fiscal
year to $19.0 million.
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STATE OF ALASKA

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS

TOTAL INVESTMENT PORTFOLIO AT COST
January 31, 1976

General and Segregated State Current Prior

Program Funds Month _ Month

Cash $ 7,314,970.69 $ 9,665,528,02
Repurchase Agreements 23,900,000.00 18,500,000.00
Bankers' Acceptances 12,968,969.03

U. S. Treasury Bills 24,297,367.83 27,131,674.49
Certificates of Deposit 228,924,825.35 254,135,100.84
U. &. Notes and Bonds 456,480.75 5,473,685.25
U. §. Agencies 18,517,282.25 23,542,299.75
Alaska Loans 142,018,771..16 140,296,460.74

. Total 2438,328,667.00 £478,744,149,00

INVESTMENT ACTIVITY

During the month of January, the Treasury Division was a net purchaser of
short term Lnvestments ($6.0 million). Total short term investments (less than
one year) in the General Investment Account declined by $18.0 million after
necting out purchases, sales, and maturities. The Treasury Division purchased
a total of $13.0 million, sold $7.0 million, and allowed $24.0 million to
mature.

In January we committed a total of $184.9 million to 26 repurchase agree-
ments in order to invest overnight cash balances. These one~day investments
were at Interest rates ranging from 4.37% to 5.15%.

During the month of January, the Treasury Divislon reduced holdings of
Intermediate term securities In the Tnvestment Account by a total of $10.5 millfon.
Reduced holdings In this maturity range appeared warranted on the basis ot
Llmminent heavy Treasury borrowlng In this area.




STATE OF ALASA

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS

STATEMENT OF CONDITION AT COST

January 31, 1976

General and State Program Funds

Operating Cash:

Cash 1in Clearing Accounts

" Compensating Balances

Sub-Total

Investment Accounts:

Cash

Repurchase Agreements

Bankers' Acceptances

U. S. Treasury Bills

Certificates of Deposit

U. S. Notes and Bonds

U. S. Agencies

Alaska Deposits
Sub-Total

Loan and Mortgage Programs:

Agricultural Loans
Alaska Housing Finance Corp. Mortgages
Alaska Housing Finance Corp. Notes
Alaska Native Corporatilons
Bank Loan Incentive
Commercial Fishing Loans
Municipal Loans
Small Business Loans
Tourism Loans
Veterans Loans
Sub-Total

Total - Operating Cash, Investment
Accounts, and Loan and Mortgage
Programs

Current
Month

$ 5,257,693.34
1,995,000.00

Prior
Month

$ 7,628,915.99
1,995,000.00

$ 7,252,693.34

$ 9,623,915.99

$ 6%,277:35 § 41,612.03
23,900,000.00 18, 500,000.00
12,968,969.03
24,297,367.83 27,131,674.49
93,187,706.62 111,290,812.86

5,017,204.50

10,050,026.00 15,075,043.50
63,312,500.00 _ 70,612,500.00
$227,778,846.83 $247,668,847.38

$  624,291.96
19,482,472, 50
10,423,027.13
1,000,000. 00
2,250,224 .58
3,126,706. 36
4,741,337.00

$  633,884.56
19,664,592,57
9,953,968.97
1,775,000.00
2,262,027.63
3,195,320.74
4,747,337.00

5,067,795.91 4,577,033.95
6,839,787.72 6,852, 638.69
89,466,744 .50 87,638,273.13
$143,022,387.66  S141,300,077.24
$378,053,927.83  $398,592,840.61
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STATE OF ALASA

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS

STATEMENT OF CONDITION AT COST
January 31, 1976

General and State Program Funds

Separately lnvested Segregated Funds:

Bond Construction Fund
Certificates of Deposit

International Airport Funds
Operating and Trust Accounts
Certificates of Deposit

Public School Permanent Fund
U. S. Government Agencies

University of Alaska Permanent Fund
U. S. Government Agencies
U. S. Treasury Notes
Sub-Total

Total - Separately Invested

Segregated Funds

Total = General and State
Program Funds

Current
Month

$ 59,090,000, 00

$ 12,331,002.23

$ 6,376,568.75

$ 2,090,687.50
456,480.75

Prior
Month

$ 59,090,000.00

$ 12,138,171.48

$ 6,376,568.75

$ 2,090,687.50
456,480.75

S 2,547,168.25

§ 7,547,168.25

$ 80,344,739.23

5 80,151,908.48

$458,398,0667.06

£418,744,149,00
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DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS

SUMMARY OF DEPOSITS IN FINANCIAL INSTITUTIONS
January 31, 1976

General Investment State
Account Deposits Program Accounts
Institution Short Term Long Term Deposits
Alaska Bank of Commerce $ $ 4,370,000 $ 6,150,000
Alaska Federal Savings & Loan, Juneau 2,700,000
Alaska Federal and State Federal Credit Union 200,000
Alaska Mutual Savings Bank, Anchorage 440,000 5,582,500 1,000,000
Alaska National Bank, Fairbanks 400,000 2,570,000 2,700,000
Alaska State Bank 150,000 5,430,000 10,190,000
Anchorage Teachers Federal Credit Union 480,000
Arctic First Federal Savings & Loan, Fairbanks 1,450,000
B. M. Behrends Bank, Juneau 500,000 4,100,000
First Federal Savings & Loan, Anchorage 2,350,000
First National Bank of Anchorage 17,630,000 16,300,000
First National Bank of Tairbanks 2,675,000
First National Bank of Ketchikan 1,445,000 6,500,000
me Federal Savings & Loan, Anchorage 675,000
‘_ McKinley Mutual Savings Bank, Fairbanks 200,000 1,440,000 600,000
National Bank of Alaska, Anchorage 11,550,000 13,450,000
Peoples Bank & Trust, Anchorage 1,075,000 100,000
Sub-Total $ 9,045,000 $54,267,500 $61,090,000

Clearing Account  Compensating Balance

Alaska National Bank, Fairbanks $ $ 300,000.00
American Security & Trust Co., Wn., D. C. 25,000.00
B. M. Behrends Bank, Juneau 733,123.79 350,000, 00
First National Bank of Anchorage, Juneau 3,144,722.55 610,000.00
National Bank of Alaska, Juneau 1,379,847.00 710,000.00

Sub-Total

Total = Time Certificates and Cash on
Deposit in Alaska Financial
Institutions

$ 5,257,693.34

$1,995,000.00

$131,635,193.34,




Reference
_Symbol

1‘3?
‘FSL
FFSL

HFSL
MMS

AI'SFCU
ATTCU

STATE OF ALASKA

DEPARTMENT OF REVENUE
TREASURY DIVISION

INDEX TO FINANCIAL INSTITUTIONS

Institution

ALASKA COMMERCTAL BANKS

Alaska Bank of Commerce

Alaska National Bank

Alaska State Bank

B. M. Behrends Bank

First National Bank of Anchorage
First National Bank of Fairbanks
First National Bank of Ketchikan
National Bank of Alaska

Peoples Bank & Trust

ALASKA SAVINGS BANKS AND
SAVINGS & LOAN ASSOCIATIONS

Alaska Federal Savings & Loan
Alaska Mutual Savings Bank

Arctic First Federal Savings & Loan
First Federal Savings & Loan

Home Federal Savings & Loan

Mt. McKinley Mutual Savings Bank

OTHER_BANKS

Bank of Amerilca
Bankers Trust

Chase Manhattan
Rainier Mational Bank

Security Pacific

FEDERAL CREDIT UNIONS

Alaska TFederal and State Federal Credit Union
Anchorage Teachers Jederal Credit Union

L@cation

Anchorage
Fairbanks
Anchorage
Juneau

Anchorage
Fairbanks
Ketchikan
Anchorage
Anchorage

Juneau

Anchorage
Fairbanks
Anchorage
Anchorage
Falrbanks

& TFairbanks

& Cordova

San Francisco

New York
New York
Seattle

Los Angeles

Anchorage
Anchorage




Due Date

03/08/76
03/15/76
03/22/76
03/24/76
03/26/76
03/26/76
06/02/76
08/17/76

02/02/76
02/23/76

©2/20/76
03/19/76
03/30/76

02/12/76
03/12/76
03/12/76
03/15/76
03/15/76
03/15/76
03/20/76
05/07/76
09/09/76

03/29/76

02/13/76
03/11/76
03/19/76
03/23/76
03/25/76
04/19/76

GENERAL AND STATE PROGRAM FUNDS

GENERAL INVESTMENT ACCOUNT DEPOSITS
January 31, 1976

Purchase

Date

07/01/75
03/21/75
03/26/75
09/26/75
03/26/74
07/01/75
09/26/75
08/21/75

05/27/75
05/27/75

05/26/75
06/23/75
1243175

11/14/75
06/12/75
09/15/75
03/26/74
03/20/75
11/14/75
04/05/75
12/09/75
07/09/74

07/22/75

05/19/75
03/17/75
03/25/75
09/25/75
03/26/74
05/20/74

STATE OF ALASKA

DEPARTMENT OF REVENUE
TREASURY DIVISION

SHORT TERM

Held By

AFSL
AFSL
AFSL
AFSL
AFSL
AFSL
AFSL
AFSL

AMS
AMS

ANB
ANB
ANB

AFFSL
AFFSL
AFTSL
AFFSL
AFTFSL
ATI'SL
AFFSL
ATFTFSL
AT'FSL

ASB

FI'SL
WFSL
FFSI.
FFSL
FFSL
FIFSL

Amount

100,000
250,000
300,000
150,000
1,000,000
100,000
100,000
700,000

200,000
240,000

100,000
100,000
200,000

100,000
150,000
150,000
200,000
150,000
100,000
200,000
157,000
243,000

150,000

200,000
500,000
200,000
200,000
750,000
500,000

6.75
6.75
6.75
6.75
7.50
6.75
7.30
6.75
7.50

NN NN
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STATE OF ALASKA

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS

GENERAL INVESTMENT ACCOUNT DEPOSITS
January 31, 1976

SHORT TERM

Purchase
Due Date Date Held By Amount Yield
03/22/76 03/23/75 HFSL 100,000 7:50
03/26/76 03/27/74 HFSL 175,000 6.75
04/07/76 08/01/75 HFSL 200,000 7.50
05/10/76 10/16/75 HFSL 200,000 7.50
02/24/76 02/25/75 MMS 200,000 6.50
02/01/76 10/31/75 ATFCU 160,000 7.50
02/28/76 10/31/75 ATFCU 160,000 7.50
'. 03/31/76 10/31/75 ATFCU 160,000 7.50
09/19/76 09/17/74 AFSFCU 200,000 7.50

Total $_ 9,045,000

LONG_TERM

Various Various Alaska Banks

é:ééﬁiﬁiﬁégg Various




 STATE OF ALASKA

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS
STATE PROGRAM ACCOUNTS
January 31, 1976

BOND CONSTRUCTION FUNDS
CERTIFICATES OF DEPOSIT

Purchase
Due Date Date Held By Amount Yield

03/01/76 09/02/75 ABC $ 500,000 7.73
03/01/76 09/02/75 ABC 500,000 7.67
03/01/76 09/02/75 ABC 500,000 7.64
03/01/76 09/02/75 ABC 500,000 7.54
03/01/76 09/02/75 ABC 500,000 7.57
08/22/76 08/22/75 ABC 1,000,000 .60
09/22/77 08/22/74 ABC 1,100 000 6.00
08/22/78 08/22/75 ABC 300,000 6.60
08/22/79 08/22/74 ABC 1,250,000 6.00

08/22/76 n8/22/75 AMS 800,000 6.60
. 08/22/78 08/22/75 AMS3 200,000 6.60
08/22/76 08/22/75 ANB 800,000 6.60
08/22/77 08/22/74 ANB 800,000 6.00
08/22/78 08/22/75 ANB 200,000 6.60
08/22/79 08/22/74 ANB 900,000 6.00

03/01/76 09/02/75 ASB 1,000,000 7.51
03/01/76 09/02/75 ASB 1,000,000 7:37
03/01/76 09/02/75 ASB 1,000,000 7.41
03/01/76 09/02/75 ASB 1,000,000 7.46
03/01/76 09/02/75 ASB 500,000 7.32
05/20/76 12/22/75 ASB 4,590,000 6.02
08/22/76 08/22/75 ASB 900,000 6.60
08/22/78 08/22/75 ASB 200,000 6.60

08/22/76 08/22/75 BMB 1,000,000 6.60
08/22/77 08/22/74 BMB 500,000 6.00
08/22/78 08/22/75 BMB 100,000 6.60
08/22/79 08/22/74 BMB 500,000 6.00

04/12/76 10/15/75 FNA 2,500,000 6.55
08/22/76 08/22/75 FNA 3,000,000 6.60
10/08/76 10/15/75 FNA 2,500,000 7.20
10/08/76 10/15/75 FNA 5,000,000 7.40
10/08/76 10/15/75 FNA 2,500,000 7.55

. 08/22/78 08/22/75 FNA 800,000 6.60
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STATE OF ALASKA

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGCRAM FIUNDS
STATE PROGRAM ACCOUNTS

January 31, 1976

BOND CONSTRUCTION FUNDS
CERTIFICATES OF DEPOSIT

Purchase
Due Date Date Held By Amount Yield
03/01/76 09/02/75 FNK $ 5,000,000 7.50
08/22/76 08/22/75 FNK 500,000 6.60
08/22/77 06/22/74 FNK 400,000 6.60
08/22/78 08/22/75 FNK 100,000 6.60
08/22/79 06/22/74 FNK 500,000 6.00
08/22/76 08/22/75 MMS 400,000 6.60
| 08/22/78 08/22/75 MMS 200,000 .60
|
I 08/22/76 08/22/75 NBA 3,300,000 6.60
‘ 08/22/76 08/22/75 NBA 300,000 6.60
08/22/77 08/22/74 NBA 4,400,000 6.00
. 08/22/78 08/22/75 NBA 800,000 6.60
08/22/78 08/22/75 NBA 100,000 6.60
08/22/79 08/22/74 NBA 4,550,000 6.00
1 08/22/79 08/22/74 PBIT 100,000 6.00

Total 323,020,000

-10~-




Due
Date

Various

10/20/83
05/01/97
10/01/97
12/10/97
11/01/02
07/01/12

10/20/83
05/01/97
12/10/97
11/01/02
07/01/12

02/15/82

Purchase
Date

Various

10/23/73
09/25/74
10/27/72
03/06/74
12/21/72
11/10/72

10/23/73
09/25/74
03/06/74
12/21/72
11/08/72

03/01/72

DEPARTMENT OF REVENUE
TREASURY DIVISION

GENERAL AND STATE PROGRAM FUNDS
STATE PROGRAM ACCOUNTS

January 31, 1976

o Ly

INTERNATIONAL AIRPORT REVENUE FUND

Certificates of Deposit

PUBLIC SCHOOL PERMANENT FUND
U. S. Government Agencies

Federal Land Bank Bonds

Tennessee Valley Authority Bonds

Federal National Mortgage Cap. Debentures
Federal National Mortgage Association
General Services Administration
Washington Metropolitan Bonds

Total

UNIVERSITY OF ALASKA PERMANENT FUND
U. S. Government Agencies

Federal Land Bank Bonds

Tennessee Valley Authority Bonds

Federal National Mortgage Associlation

General Services Administration

Washington Metropolitan Bonds
Sub-Total

U. S. Government Notes & Bonds

U. S. Treasury Notes

Total

Amount Yield
$12,138,171  Various
$ 750,000 7.30
478,187 8.64
2,511,444 7.30
269,625 8.07
592,500 Ta22
199,250 7.32
3 5,401,006
S 250,000 730
434,937 8.66
269,025 8.07
434,500 7.22
¥ ?01,625 7.29
9 2,090268Q
S 4§§i480 6.35

§ 2,547,168
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RAY KOHLER & CO.
CERTIFIED PUDLIC ACCOUNTANTS
5 P.O.DOX GN7
FAIRBANKS, ALASKA 99707

December 5, 1975

Robert W. Hiatt, President, University of Alaska
M. M. Hullinger, Vice President for Finance

and Comptroller, University of Alaska
Board of Regents, University of Alaska

ladies and Gentlemen:

In connection with our examination of the financial statements of the
University of Alaska for the year ended June 30, 1975, we reviewed and tested the
University's system of internal accounting control to the extent we considered
necessary to evaluate the system as required by generally accepted auditing stan-
dards. Under these standards the purpose of such evaluation is to establish a
basis for reliance thereon in determining the nature, timing, and extent of other
auditing procedures that are necessary for expressing an opinion on the financial
statements. i

The objective of internal accounting control is to provide reasonable, but
not absolute, assurance as to the safeguarding of assets against loss from unautho-
rized use or disposition, and the reliability of financial records for preparing
financial statements and maintaining accountability for assets. The concept of
reasonable assurance recognizes that the cost of a system of internal accounting
control should not exceed the benefits derived and also recognizes that the eval-
uation of these factors necessarily requires estimates and judgments by management.

There are inherent limitations that should be recognized in considering the
potential effectiveness of any system of internal accouating control. 1In the pexr-
formance of most control procedures, errors can result from misunderstanding of
instructions, mistakes of judgment, carelessness, or other personal factors. Con-
trol procedures whose effectiveness depends upon segregation of duties can be cir-
cumvented by collusion., Similarly, control procedures can be circumvented inten-
tionally by management with respect either to the execution and recording of trans-
actions or with respect to the estimates and judgments required in the preparation
of financial statements. Further, projection of any cvaluation of internal ac-
counting control to future periods is subjecl to the risk that the procedures may
become inadequate because of changes in conditions, and that the degree of com-
pliance with the procedures may deteriorate.

Our study and evaluation of the University's system of internal accounting
control for the yecar ended June 30, 1975, which was made for the purpose set forth
in the first paragraph above, was not designed for the purposc of expressing an’
opinion on internal accounting control and it would not necessarily disclose all
weaknesses in the system. However, such study and evaluation disclosed the f[ollow-
ing conditions that we believe merit your attention.

MLAMBL IS AMERICAN INSTITUTE OF CELRTIFILD PUDLIC ACCOUMNTAMITS




" University of Alaska
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OVERVIEW

The University's already inadequate financial management system was sub-
jected to additional unusual burdens during the year caused in part by:

(a) Payroll procedure changes resulting from bargaining unit
agreements.

(b) Retroactive salary changes.

(c) Partial funding of salary increases.

It appears there has been little or no improvement in timeliness and re-
liability of financial information. In following sections of this report we have
addressed specific conditions we believe to represent significant internal control
weaknesses.

While it is not an internal control matter, the management problems created
by partial funding of salary increases deserves immediate attention of the Board
of Regents to preclude or minimize future similar problems. The problem comes
about primarily because the salary increase applies to all personnel whereas the
state has made provision for funding only on those salaries paid from state appro-
priated funds. In many instances the University has entered into contracts with
Federal agencies or private firms which require specific performance. The con-
tracts typically provide for reimbursement of specified costs plus an allowance for
overhead. The contract may provide that salary increases not be charged to the con-
tract or the maximum recoverable under the contract may effectively preclude cover~
age of salary increases. Under such conditions the effectiveness of budgeting as a
management tool is impaired and those individuals charged with the responsibility
of future budgets may feel justified in providing for such contingencies in their
budget requests.

During June 1975 Systems and Computer Technology Corp. (SCT) commenced
work on development and implementation of an integrated business information system.
An additional contract for management of the computer center was executed with that
firm, TImproved timeliness and reliability of fininecial infommation and improvement
in many of the arcas of internal control weaknesses addressed elsewhere in this
letter are dependent on the success of the project jointly undertaken by the Univer-
sity and SCT. We consider this project to warrant close supervision by the Regents
so that changes in implementation time schedules and/or failure to meet established
goals can receive the attention of the Regents at the carliest possible date.

NONMANDATORY 'I'RANSEERS

Our management letter of December 5, 1974 expressced our reservations with
regard to the practice, by the University, of effccting non-mandatosry transfors of
unrestricted revenues to other fund groups.
in that letter, we suggest a periodic review, by the Regents, of the status of crans-
fers previously made to ascertain their continued appropriateness. Examples of ac-
counts which should be reviewed are:
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. (1) The automatic transfer (at the direction of the Regents) of income
from the State of Alaska Permanent Fund to the Planning Revolving
Funds which at June 30, 1975 had unexpended balances in excess
of $1,000,000. -

(2) Annual transfers to "self insurance" reserves which now aggregate
$284,000.

(3) Other smaller funds established by nonmandatory transfers which have
been iractive or have reflected only nominal activity.

BUDGETING AND FUND BALANCES CARRIED FORWARD

University accounting records account for a separate fund balance for each
responsibility center within the University system. These are carried forward
from year to year and charged or credited with each operating year's change in
fund balance. Annual budgets are prepared without anticipation of the use of
existing fund balances or eclimination of fund deficits.

Consideration should be given to the more generally followed method of
budgeting which is to include e:izisting balances or deflicits as a part of each
year's budget. The present method encourages manipulation of the budget as a
means of eliminating accumulated deficits. Further, a substantial part of the

accumulated deficits is made up of excess charges to the responsibility centers
‘ for payroll buxden costs and this appears to be particularly inappropriate as a
carry-forwvard item.

PLANT FUNDS

The University is currently administering the planning, design and con-
struction of $39,523,000 of 1974 State of Alaska gencral obligation bond projects,
$6,500,000 of revenue bonds, the completion of numerous prior year bond projccts,
and has also presented a proposal to submit to the 1976 State legislature for a
new bond issue of $67,500,000 for University comstruction projects.

The University has chosen to depart from traditional construction and
planning procedures and has embarked upon an innovative system of construction
planning, design and construction practices. Because of the wagnitude of the ex~
penditures and the long-range cost effects, we believe they warrant particularly
close monitoring by responsible officials who have expertise in that specializad
area and are without bias except as to the best use of designated public funds.

Our audit review of the construction funds indicates that a larger por-
centage of the construction dollar is spent for consultants (including architects)
than would be the case under conventional coastruction wethods. University per-
sonnel with whom we discussed this were of the opinion that the improved quality
of buildings and the shertencd time frame for completion more than oifset tho cost

. of additional consultants,
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We have no special expertise with which to evaluate the benefits and
costs actually gained or lost by alternative methods and procedures of planning,
design and construction and do not address that question. However, the following
are specific areas of cost control and internal control procedures which we believe

should be strengthened:

Archiltects and consultani contracts provide for reimbursement of in-
curred costs such as travel, lodging, meals, and supplies. Terms of
the contracts do not require supporting documentation customarily
required for some kiwds of reimbursable expenditures (for example -
business purpose of entertainment expenses). The contracts do pro-
vide for advance approval of certain reimbursable expenditurcs; how-
ever, billings are frequently presented and paid without evidence

of the required approvals. Reimbursement requests submitted to the
University should be subjected to a comprehensive review at the
cognizant administrative level for approval. There is little evidence,
with some recent exceptions, that University personnel are reviewing
such expenditurcs for appropriateness or for compliance with the
conktract terms.

In connection with the architect's changed responsibilities the
liniversity has departed from the ATA Standard form of agreement.

The agrecment presently used requires revision to clarify certain
provisions. These provisions have been discussed with appropriate
University personnel. The contracts also provide for a portion of
the fee to be based on direclk personnel cost times a multiplicer of
2.0. Under certain circumstances, based on the architect's overhead,
the architect may adjust the multiplier to 2.4. We believe the mul-
tiplier should be fixed, without conditions for adjustment.

We recommend that Internal Audit wmake an in-depth review of the dis-
bursing function for construction funds, Such review should cover
approval and documentation control and procedures. In addition, we
suggest that Internal Audit, in participation with a qualified engi-
neering firm, conduct a pilot study of a seleccted construction pro-
ject to evaluate the cost clfectiveness of the construction program.

Many projects appear to have been completed but have funds remaining.
We recommend that such projects be closed and disposition of the funds
be made as appropriate,

Engagements with consultants and avchitects are often cffectively
enterad into prior to cexecution and approval of contract documents.
Most consultants and architects cngaged on the 1974 Bond projects
performed substantial work prior to the November 1974 election., Con-
tracts were exccutad after the approval of the bend issue, It is a
frequent occurrence for professional contracts to be submitted forx
approval subscquent to commencement of work.
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ENDOWMENT FUNDS

Prior management letters have mentioned that the University has obligated
“future funds by financing fixed asset purchases through borrowingz from endowment
funds. We have also questioned the appropriateness of using endowment funds to
“invest'! in property of ‘the University. The most recent edition of College and
University Business Administraiion (Page 145) addresses th
following comment:

3 — e P e o, §
15 maCccly Wich il

. . . Although quasi-endowment funds can be used for any purpose,
true endowment funds should not be invested in property of the institution,
whether income-producing or not".

LOAN FUNDS ¥

With increased availability of funds under more attractive terms (Scate
of Alaska Student Loans, NDEA, EOG, SE0G, etc.) the demand by students for con-
wentional repayable student loans has declined to the point that funds from in-
dividuals and organizations for that purpose are under utilized. We suggest the
contributors of existing loan funds be so notified with the suggestion the original
/ restrictions be removed and the funds be used for more needed purposes, perhaps in
the form of endowments or direct student aid.

. PURCHASING AND CASH DISBURSEMENTS =

NORTHERN REGION

The cash disbursing system presently in use in Fairbanks (for expendi-
tures other than payroll which is discussed elsewhere in this lecter) is not
functioning efficiently. Irom the time an invoice is roceived, elapsed time un-
t..1 payment is frequently six weeks or more. As a result, many items are handled
outside the system as "handpays'". landpays bypass certain internal control fea-
tures of the system. Tor cxample, handpays are routinely processed on the basis
of & check request, without supporting documentation including invoices, receiving
reports, etc. To indicate the extent to which this practice is permitted, sub-
stantially all payments by Cooperative Extension Service are processed with only
a check request as support. In addition to the bypassing of system controls, the
numerous handpays place an additional burden on all departments involved in the
disbursing fuuction.

: In conjunction with the development and impl mentation of the business in-
formation system carlier mentioned, we suggest an cs<tensive revision of the method
of processing documents for final payment. ‘The revision would include a shift in
the major control point in the disbursing function. Prescntly there are two steps
in the disbursing function which contribute to the unrcasonable time lapse. These
are:

s
(1) Invoices, upon receipt, are transmittod to the departmoent originnlting
. the requisition for goods or services. The invoice is matched with
the receiving copy of the purchase order and returned to accounts pay-
able for further processing., Departmental approval of the invoice is
the eritical control point in the prescnt proceduce.
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(2) An unrcasonable time lapse is presently experienced between the
time batched groups of invoices are transmitted from keypunching
to the computer center for automatic check preparation. This
problem is directly addressed by the SCT project.

We believe consideration should be given to shifting the critical control
noint from departmental approval of the invoice to accounts payable audit of
supporting documentation. This would be accomplished by eliminating departmental
approval of the invoice and including in the documentation transmitted to accounts
payable signed copies of the purchase requisition, purchase order and receiving
report. Written justification for any departure from prescribed purchasing pro-
cedures would be included in the documentation supporting the disbursement.

Additionally, consideration should be given to establishing central re-
ceiving at the Fairbanks Campus. At present there are a number of expeditors en-
gaged in arranging local purchases and effectiang pickup and delivery of goods. We
are informed that most of such goods would be delivered £ree of charge by vendors
if a central receiving point were established. This would further reduce pro-
cessing time for invoices and provide the improved internal control inherent in

central receiving.

WAREHOUSE INVENTORY - FATRBANKS

In our management letter of November 15, 1973 we noted that the warechouse
. inventory had increased approximately $150,000 over a three year period. In that
lettor we made some suggestions designed to keep warchoused inventories at some
optinum level. During the year ended June 30, 1974 an actual reduction in inven-
tory was accomplished.

During the year ended June 30, 1975 the inventory increased approximately
$80,000 to $489,000. Total withdrawals during the year approximated $330,000 in-
dicating a turnover of some 17 months., This suggests it would be appropriate to
review the warehouse operations to:

(1) Determine optimum level and purchase quantities of various
inventory itoems.

(2) Dispose of obsolete and overstocked items.

(3) Analyze cost factors invelved in warchousing versus
purchase as required of specific slow moving items.

CASIL RECEIPTS

Written procedures for handling cash received by the various departments
of the Northern Region have been prepared and circulated but are not being fol-
lowed by several departments., In general, deposits are not alvays submitted
daily to the Business Office and several departments werce not maintaining proper
docwmentation to support amounts submitted. Deficiencies were also noted reg2rd-
iny refund procedures.
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Specifically, Cooperative Extension, Tanana Valley Community College,
College of Earth Sciences & Mineral Industry, and the Registrar's office are not
depositing cash received on a regular basis. Numerical receipts to support de-
posits are not consistently used at Cooperative Extension or Tanana Valley Com-
runity College. Several areas were observed in which small refunds were made
without obtaining proper authorization or signature of payee.

Cash received at Northern Region Business Office is receipted and often

filed without adejuate supporting documentation. Determining purpose of non-
routine receipts is unduly time consuming and often unsatisfactory.

+ BAWK RECONCILIATIONS

At year end the principal general and payroll bank accounts had not been
reconciled for several months and the balances reflected in the accounting rec-
ords were materially in error. At your request, our staff completed these rec-
onciliations. Errors noted in the process of reconciliation included unrecordad
securities transactions, bank transfers and bank debit and credit advices along
with numerous errors and omissions in the recording of various receipts and dis-
bursements. As of this writing, none of the principal accounts have been recon-
ciled beyond June, 1975. The major hold up appears to be the difficulty in run-
ning the computer bank reconciliation program. Without these, general ledger
personnel are unable to reconcile the various bank accounts.

Regular and timely reconciliation of bank accounts is a universally ac-
cepted control procedure. Failure to follow this procedure substantially in-
creases the risk of losses through defalcation and management decisions based
on erroneous data,

RECONCILIATION OI' OTHER ASSET

AND LIABTILITY ACCOUNTS

A number of asset and liability accounts arc maintained to recoxd the
University's accountability for various amounts due to or From others, such as
payvroll taxes, employee insurance and retirement provisions and other miscella-
neous items. At any given time the balances in these accounts aggregate scveral
imindred thousand dollars. 1In most organizations such accounts are reconciled
or analyzed on a regular recurring basis, usually monthly. Such analyses and/or
reconciliations are required so that errors can be detected on a timely basis and
50 that items to be collected or paid are effected as required.

Reconciliations and necessary adjustments of such accounts are not being
cffectively completed by the University. This has resulted in 2 situation where
significant errors can occur without detection and matters requiring -collection
or other action do not come to the attention of the responsible individual on de-
partment.,

Attention to these matters on a regular and timely basis can be providad
lor by priority scheduling of tasks by administrative persomnel. lHowaver, when
the work is allowed to accumulate, its accomplishment is pavticularly difficult
to effect. '
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GRANTS AND CONTRACTS

In an earlier section of this letter we have discussed the problems in
the administration of grants and contracts caused by failure to provide a source
of funding for pay increases effected during the year. In addition to these
problems, we noted a general deterioration in the timeliness and accu1acy of
grant accounting records. Exanples of items noted were:

(1) Quarterly reports to the major grantor agencies were delinquent
during the year and at year end. Reports for the quarter ended
June 30, 1975 were not filed uatil November and December 1975.

(2) The, University administers two grants from the Kellogg Founda-
tion. These grants require that salary increases be funded by
other than foundation funds, a provision that has been ignored
in reporting to the agency. One of the grants (the Musk-ox
Project) has cumulative deficits exceeding $60,000 at June 30,
1975 and is presently spending funds at a rate which may sub-
stantially increase the deficit. A substantial portion of the
other grant (Alaska Native Human Resources Project) has been
subcontracted to another organization without formally notifying
the foundation. Financial reports to the foundation are re-
stated in such manner that the existence of the subcontract is
not disclosed. We are of the opinion the failure to obtain con-
currence of the foundation in advance of this change in admin-

. istration of the funds contributes to an unnecessary and unde-
sirable degree of exposure.

(3) During the year ended June 30, 1975 many contracts and grants
were billed late, contributing to an unnecessarily high "negative
cash flow" from such activities. We did observe that the time-
liness of billing had improved substantially by year end.

(4) One contract (Pipeline Archeology funded by Alyeska) was over
expended $119,000 without prior formal notification to Alyeska.
Alyeska did fund the excess after registering some dismay; how-
ever, the fact that such overrun did not come to the attention
of appropriate personnel for timely action is indicative of a

serious control weakness.
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PAYROLL

It is our observation that problems caused by basic system and procedural
doficiencies in the payroll function permeate the entire accouating system and
cause particular difficulties in payroll liability and bank account reconciliations,
The payroll system is being re-designed by SCT. Until such time that a new pay-
roll system is successiully implemented, many desirable corrective changes in
other areas are not likely to be effectively accomplished.

We place a high priority on successful development and implementation
of the new system. We believe that all levels of University administration must
constructively support the implementation of the procedural changes in order for
it to be successful. We realize thalt union contracts may have some unavoidable
negative effects on preferred payroll methods. However, we do not believe admin-
istrative policy, in general, should interfere with good accounting control prac-
tice concerning payroll.

Business organizations have long accepted positive input data (time sheets,
promptly submitted) for generation of payroll checks for all levels and grades of
personnel. The lack of such operating discipline causes a significant number of
payroll checks to be hand prepared each month. Accounting Scrvices professional
personnel have had extraordinary demands upoan their time to accommodate the hand
pay processing.

We strongly support the elimination of the bi-weekly and monthly payroll
svstem. We feel the dual payment system is an unnecessary burden on effcctive
internal control administration, We commend the Doard of Regents for authorizing
¢limination of the dual system as requested by the administration.

Prompt and accurate payroll preparation is one of the most sensitive
functions of any large organization. If strong cenforcement of revised procedural
requivements, as they may be ultimately established, by all appropriate University
administrators is not forthcoming, we are concerned thal the success of the new
svatom will be limited.




pPage 10

SOUTIICENTRAL REGIONAL CENTER AND

UNIVERSITY OF ALASKA - ANCIORAGE

The Southcentral Regiocnal Center and the University of Alaska - Anchorage
continued to make significant improvements in accounting capability.
hie benefits of this improved capability have been lost as a re-
sult of delays in receipt processed data from the computer center in Fairbanks.
The resolution of this problem is dependent on the success of the SCT project
rmentioned earlier in this letter.

e B !
Many of €

The Southcentral Region absorbed unbudgeted losses on grants and contracts
during the year ih an approximate amount of $60,000. These losses were the re-
sults of the following:

Amount
(Approximatce)

(1) Provision for loss on unpaid contract

with State of Alaska $19,000
(2) Provision for loss on contract which

specifically excluded recovery of

certain expenses (these expenses

were not otherwise provided for) 9,000

(3) Net contract overruns on approximately
Lwenty contracts 32,000
$60,000

With regard to “tem (3) above, personnel at the Southcentral Regional
Center attribute these overruns primarily to the unfunded saliry increases dig-
cussed in a prior section of this letter.

Intevrnal control weaknesses observed during the course of our audil
vhich merit additional attention include:

(1) Some travel advances continue to be charged directly to an
expense account rather than to the appropriate receivable,

(2) .Accounts receivable and student loan detail records are not
reconciled to the general ledger control on a regular basis.

(3) Bid requiraments on purchases have not been met in all instances.
Personnel in the purchasing department have indicated most such
departures were the result of commitments made by individuals
without following prescribed purchasing procedures, We were in-
formed such individuals arxe being notificd that they will be
personally liable for such commitments in the future., We sugpest
evidence of compliance with bidding requirements accompany all
invoices in excess of §2,500 being processed for payment.  Such
evidence would consist of:
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(a) a reference to the bid number;

(b) a reference to a state or federal contract; or

(c) a copy of the written justification for departure
from prescribed procedures.

(4) 1In our prior year's management letter we noted that [fluctuations in
gross profit margins for the bookstore opecrations suggested the
need for a closer management review of the operations and more fre-
quent physical inventories. Our review of the current year's oper-
ations indicate this need still exists.

(5) Agency funds are those received by the University from student
organizations and others for which the University acts as custo-
dian or fiscal agent on behalf of the payor. Our examination dis-
closed that the major student organization at Anchorage had "over-
drawn" its account approximately $40,000. Discussion with Anchorage
personnel indicated this deficit is being made up in the 1975-76
budget of the organization; however, the fact that the deficit was
permitted to accunulate indicates a significant internal control
problem.

(6) In August 1974 the University made a commitment to acquire equip-
ment costing $22,500 from proceeds of the 1974 G. 0. bond issue.
The bond issue was not passed until November, 1974.

. (7) The principles of good intemal control require segregation of the
payroll function from the personnel department where the size of
the organization permits. We do not belicve a satisfactory segre-
gation of these activities has been achieved,

(8) Accounting control over contract activities in the Community Col-
leges is inadequate. In soma instances billings on contracts arc
recorded on a cash basis. 1In some instances contract overhead ex-
penses wrenmained unrccorded throughout the year., These deficiencies
in acecounting control provide situations whera major problems may
go undetected until it is too late to take corrective measures.

ale e ale s al ale oL ol Ta ol - S
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The primary purpose of our letter discussing internal control is to enable
those individuals responsible for managerent decisions to give consideration to
corrective measures on material yeaknesses disclosed by our review. Reecosznicing
this as the purpose of the letter, it should be understood that limiting the con-
tent to deficiencies only should not be considered to reflect on management cffoc-
tiveness.  Further, it should be recognized that material control veaknesses may
b alloved to continue for a variety of reasons, including:
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Letter

Provided by Ray Kohler & Company

Auditors did further impact

our already inadequate financial management systems. These factors coupled with

nearly a complete turnover in personnel
during the year.

of our resources were utilized in trying
responsible. Devclopment of analytical d

subjected the University to many crises

Often production: and decision schedules had to be altered just
to cover the basic tasks required of the operating systems and personnel.

All
to remain operational and financially
ata for management on a scheduled basis

is seriously hampered duc to the inability of the financial systems to react to

changing demands.
management format required.

The authorization of funds from the
grated financial information system was tl
to this impossible situation. Much effort

Eventually the information is reliable and available in the

Legislature and the contract for an inte-
1e ‘irst indi:ation of some possible relief
has been utilized in developing these new

systems during FY76 and we weclcome Regent-support and attention to its under-

taking.

Nonmandatory Transfers

The auditors annually comment on th2 nonmandatory transfers even though they
acknowledge that the transfers made during FY75 conform with generally accepted
accounting principles for Collepes and Universities.

We believe the transfers are pood business practice and necessary to meet the

specific needs of the University,

.
.
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The transfers arc detailed in financial reports of

1out authorization by the Regents,
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thousands of dollars a year in the m
across 40 years of its life.
in design has the potential

aintenance and operation costs of a building
Therefore, it is felt that extra attenticn and effort
for significant cost effectiveness savings.

Plant Funds, Paragraph #4

(1) The matter of reimbursement of incurred costs such as travel, lodging,
meals and supplies for Architects and consultant contracts, because of the detailed
checking involved has been of considerable concern to the Planning/Construction
Office. Many Architects have asked (hat the University shift to a per diem re-
imbursement pattern, a system used by the Alaska Division of Buildings. This
system is under study; however, because of the variety of reimbursable items, this
s not 2 simple matter to resolve. Uur review of this matter shows only a few
instances where additional justification for expenditure is needed.
contracts require documentation of reimburs
individuals before payment.

Presently, all
ables and is checked by three separate
We will reexamine these procedures and in cooperation
with the University's Accounting Department will work to improve the handling of this
type of expense, 3

(2) "In connection with the architects changed responsibilities the

University has departed from the AlA Standard form of agrecment."
It has been necessary for the University to depart from the AIA Standard form of
arreciient between owner and architect. The role of the architect is somewhat
under Crinponent Subsystems Procedures and the AIA, although working on
a contract of this type, has not yet developed a standard form for the
mode. The contract presently used with architects on S

(hiilerent
Subsystems

ystems Buildings has been
chieched by Steve Delisio and seems 1o be working rather effectively,
Leoaiven further review., On buildings and remodeling following
Comivacis very similar to the AIA Standard form are used.
cdevelen aocontract that will

.y

preest involves a

' It will however,
traditional modes

An attempt is made to
facilitate the best design for a project, If the

very cemplex desipn then a

Howances in fee are made to give extra
to that particular problem,

legarding the overhead multiplier, we now
2.0 multiplier,
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Internal Audit, in particination with

(3) "We recommend t-at
for construction funds "

disbursing functions

Yany of the present disbursing functions have been developed in cooperation with
ersity's Accounting Office,

The Planning "Construction Office welcomes and
cooperate to bring about any improvesents in these centrols and procedures.
thoat Internal Audit, in participation with
v concuiet 2 pilot study of solected construction
3 of the construction program,"

.t e
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"In addition, w2 suyyeast
a qualified enginceving fivm

projects, to evaluats the cost effectiveness
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projects if there is delay; in those cases proposals and letters of intent must
suffice in order to proceed with the work. Certainly we must find ways of
finalizing contract documents.,

Indeowment Funds

The stewardship and carc of endowment funds by members of governing
boards, including permissible investments is under recview nationally. There
i1s @ model Act entitled "Uniform Management of Institutional Funds Act" being
considered nationally. The prefactory note to that Act is as follows:

"Over the past several years the governing boards of eleemosynary
institutions, particularly colleges and universities, have sought to make
more effeztive use of endowment and other investment funds. They and
their counsel have wrestled with questions as to permissible investments,
delegation of investment authority, and use of the total return concept
in investing cndowment funds. Studies of the legal authority and respon-
sibility for the mangement of the funds of an instilution have pointed
up the uncertain state of the law in most jurisdictions. There is virtually
no statutory law regarding trustees or governing boards of eleemosynary
institutions, and case law is sparse." ... "They concluded that there was
little developed law but that legal impediments which have been thought to
ceprive managers of their freedom of action appear on analysis to be more
lecendary than real,"

T st further states:

"he 'use, benefit, or purposes' of an institution broadly encompasses all of
e activities permitted by its charter or other source of authority "

P belivve that the past actions taken by the Regents to use endowment funds
Spmary source of monies o acquire property is appropriate and indicates

sment. These funds are invested for variable periods to obtain nmaximimg.

wnoand safety of principal, combined with sulficient liquidity (o permit
operalions,

concwr with the recommendations of the Auditors as their comments
s, A%y concept, The current cconomic situation and governmental loan
made Federal and State loanrs move attractive than those available
aversity, We should not diszipate the loan principal as the time may
verage student will not be as adfluent as at present and there will
vz of

o students who cannat meet the Federal and State provisions.
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Bank Reconciliations

Timely reconciliation of the principal general and payroll bank accounts has
been a problem for several years. During the year under review we had problems
with getting accurate and timely data from the banks and fell way behind on our
reconciliation schedule. As a result we contracted with the audit firm to assist
us in getting our accounts in order. The reconciliations were accomplished through
the audit period, but we again fell behind schecdule because of:

i if Checks and parts of several months' statements were misplaced by
several banks.

es Some magnetic tapes prepared by the banks for the reconciliation programs
were erroncous and all of the data had to be corrected.

3. Recording of payroll handpays and voids was not timely.

wla

Failure by an outside keypunch service to encode cancelled checks
within the planned time schedule delayed the reconciliation,

¥ s Problems in running and processing bank reconciliation programs
within the computer center.

All but one of the accounts are on 2 curront basis. The one account is
imreconciled since Aupust because of insufficient data from the bank. We hope to
G missing data in February and then all accounts will be brought to a current
basis, The problems with the computer center have been solved as a resull of im-
proved management practices instituted by SCT.

e

feconnation of Other Asset and Liability Accounts

Weo concur with the comments of the Auditor. High turnover of personnel and
bt prlority given to getting people paid adversely affected this function of our
pevetoonss During the past two months additional ciforts have been made to get and
Py O accounts currvent,  Our efforts hawve resuited in a reconciled status for

! the accounts and a plan to get them all current effective with the imple-
entton of the new financial systom.

LContracts

Lot eryinereases for employees funded from ounrestricted funds applicd to
s e vees danded from restricted funds has seriously impacted the budget plans

prent and contract funds aznd the program accomplishments. During

cary increases amounted to over 215 and the largest percentage was

Yot
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University Office and confirms that this position was discussed and 2pproved,

Dr. Kings' Yeply of 1/28/74 approves the requested changes and emphasizes

the requirement of ¥eporting to them in the categories as listed on the annual fisc
report,  The auditoys Guessioned our reporting procedures, but this was done at
the request of the Kellogg Foundation. Since their approved budget included the
salaries, benefits and o:hor support costs of the liaison position under those

categories in our budget, we are required to report the costs in the same manner,

al

Copies of the memorandum of agreement with the Alaska Native Foundation,
approved as of May, 1974 ang

nd 3((‘1]0_(:;\_{ Foundations acceptance of our financial
report dated 2/7/75 were furnished to the auditor and we thought the questions
had been resolved,

The late billing of grants and contracts is discussed above and was caused
L employee turnover and rewrcactive application of salary increases. New procedures
fiave been installed in the depariment including a control card for each award
containing all pertinent detajls es well as 2 calendar of due dates for all billings
21 financial reports, The installation of these procedures have resulted in the

tmproved timeline « of billing as remarked by the auditors,

The Pipeline Archeology centy

ACt was a unique project that required a great
armount of flexibility to bring abou

its accemplishment. The overrun in the contract

‘e to two factors that were outside the control of the University, The
pipelne right of way was uncovering an unusual number of prehistoric native sites
| ] 1

Tidan increased number cf personnel o
ey

n this project (including a large
taite of University students) to keep al

thead of the pipeline construction and
Lievieore with its progress.  Thorceiove,

2e increased cost of {he Project was
people engaged on this Project than originally

¥ Cue to the larger numher of

" these salaries were dald, we weyre advised that the students must be
e overtime rate for the oxcoss haurs over 40 hours per week, since they

tetmpt personnel under the Faip Labor Standards Act. This additional

: resulted in the totn! excess costs,
: « did express dismayv, bue W atknowledged the fact that they had
*iereased member dig hecause of discovering more prehistoric sifes
G A University would have bHeen vilnerable (o criticism il it
i 2 v Taon FegaVis = thay? £ fats - 1
: construction of ti. Pepeane wiile negoliating each extension of
A
RO Seith L commenis of e Auditors, The Problems associaled with
. N ' "
1 ) } vl i

Procedures have permoeatod throug

hout our financial syslems
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Résp_onse to Managemcnt Letter

February 3, 1974

was made to purchase the equipment in August 1974 in order to take

advantage of the opportuntiy and in anticipation of the 1974 GO bond
issue,

The segregation of the payroll function from the personnel department
has been undes review. Considering the Problems we have had with
Payroll the cooperative cfforts made available because of the attach-
ment of this operation to the Personnel Office have been very beneficia)
to both operations. 'As soon as adequate vesources are available change,
will be made to bettor satis{y the internal control requirements,

The staff resources in the central service areas have not been adequate
to properly supnort the outlaying community colleges. The development
of the Rural Ec:icational Affairs and its related financial support unit
will provide coverage for this internal control weakness. In the mean-
time each service aven will provide as much support as they can to
assist these fas: growing operating areas.

We appreciate the comments and suggestions of {he Auditors and will {ake
Sivps to correct the intern:! control weakness where the materiality of the deficiency

vooteriously affecting the oncerations of the University and resources are available to
S such corrective azcticn,




THE PRECEDING DOCUMENT(S) MAY NOT FILM
LEGIBLY BECAUSE OF POOR QUALITY OF THE
ORIGINAL.
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NEED FOR GIVING

Your gift to the University of :\iaska.

Foundation is an investment in education — one
of the most powerful tools for the survival and
continued creativity of man.

A gift to higher education can provide for
continued excellenee i teaching, research and
public service. At the University of Aluska both
large and small gifts can be directed to those
programs where added financial support is so
HECCSSUry 1O progress.

Your gitt to higher education can help
accomplish these special goals in specific areas:

* Provide scholarships for needy and
deserving studen!s at every level,

* Nntain and uether research for the
benelit of mankind,

e Llelp to provide new phvsical facilitios for
virions diseiplines,

o Provide Tonds to brine master teaehiors
with national and intermdional reputations
to the cionpis to present their wisdom o
stiudents in the chssroom,

o [ovide Lo peedsd  relerence
Alskana works tor the University L.
® [rovidle tor wilts ol sophisticated teaching
paterials e cquipient necessiry o
nuanbiin the stindard ol exeellenee i
It';n]llln.-,.

o Fnconrage student ereativity and initintive
il\ |lln\ il“lll{ |1 i L |IIJ l'\t'l‘”l'llt'l' {11 ”u‘
respective academne diseiplines

* Maintion the gquality ol soderoradogte
waorke and ab the sone e baild a L
Fovndition b stienethened  preadiate
OIS

e 'rovicle funds to honor Geealty menmibers,
students st ol ather deservinge
ihivachils,

el rovide Lo prchise ol specnl \Lis ki
collections Lo the Uiiversity ol Alaska
Nosennn

o Support specid progsons ol the
Uriiversity of Alska At Associibion

PLANS FOR GIVING

Gifts From Income

Annual gifts from income can aid the University
of Alaska and at the sae time reduce current
income taxes for the donor.

Capital Gifts

Tax  advantages olten accrue when  the
individual gives real estate, securities or other
property which has appreciated in value, In the
ase in which the donor prefers to realize a loss.
the item of property should be sold and the cash
given to the Foundation.

Testamentary Trust

This plan is designed for the donor who wishes
to provide for members of his family during their
liletimes and at the same time make a gift of the
remainder o the Foundation. This method ol
giving often produces tax advantages to the
survivors muned in the estate,

Lrrevocable Trust
The irrevocable trust has cortain specitic
advimtagzes. The donor cammot make changes in s

irrevocable frust onee he lias set it up. However,
.lllt‘ il [ll'l"\l'llll‘li by the irees oeable trnst {other

thim tanible personal property) nay he
deducted rom the donor's tisable income in the
veur in which the trustis created, lmited by the
extent ol the remainder interest whieh ultimatel
will pass to the University

Lo Ineome ' ans

These plws provide the donor with o life
income with the principal of the wilt some to the
Foundation at the time ol his death.

Cotlt Anrireitios

Al sty as an astreement between thie
wstitution e the donor. wherebs the donen
conbributes o viven s ol eash., seenrities. o1
other property in retuem for the pas ment to him,
ot tocae benefieriey . ol o bised ineomie Tor like, Ul
premcipal bs veleieerhadsolutely o thie Formeition
al the desath ol thie sy i benehwran



Gifts by Life Insurance

The donor may benefit the Foundation throngh
a gift of life insurance. Many people who wou
find it difficult to make a large contribution to the
Foundation can realize their desire through gifts
of existing insurance or new insurance taken out
for this specific purpose.

Gift by Bequest

Regardless of the size of the estate, the bequest
is the most popular method of making a large gift
to the Foundation. The tax savings may be
substantial in the gift by bequest.

THE UNIVERSITY OF ALASKA
FOUNDATION

The University of Alaska foundition is a non-
prolit corporation established in 1974 under the
Lows of the State of Alaska. Leoperiates exclusively
lor the benelit of the University of Alaska and has
been desigited by the Board of Regents of the
Uiy ersity ol Alaska to solicit, reevive. hold and
nuiite Londs and property on behalt ol the
[ iiversily.

Hs members and of ieers Dring aosvide ranae ol
hasiness and professional experience as well as o
high dewree ol motivition and competenes
theiv ettorts on hebadl of the wdvanecenent of
University . The Foundation swill he lappy to lanve
aepaliticd representative diseuss with von vom
Fivgmeiad sitvation sond tell von st whit conld he
aceotaphshed Tor the University and yoursell by
vour wilt Fhas disenssion, of course, will put von
incder no oblisstion whitey o

For farther inlormation. pleseae woiine
hiversity o Aliska Foomitpong
1O Roy 79

Ui ersity ol Alisha

Famrhamhs, Alaska 949701






