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The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative "lrussendorf:

Under the authority of art. I, sec. 18, of the Alaska
Constitution, | am transmitting a bill clarifying and cod-
ifying fiscal procedures for the University of Alaska

This bill will settle three university fiscal issues:

D administration of university receipts;

2) uni%ersity authority to invent money and spend the
interest earned on it; and

3) reallocation of state appropriations to the uni-
versity

1. Aiministration of universi . receipts:

Because it 1is a public, higher-education corporation es—
tablished under the state constitution, the University of
Alaska has several unique sources of revenue. Unlike the
heads of other state agencies, members of the Board of
Regents arc trustees; they administer university money and
property, and, while serving 1in that capacity, are ac-—
countable for all university receipts.

The university receives money from a variety of sources. In
addition to state general fund appropriations, the uni-—
versity generates income from student tuition and fees;

auxiliary enterprises; gifts, grants, and contracts; federal

educational and research projects; sales and rentals of
university educational properties; sales, rentals, and
services of educational activities; and recovery of indirect
costs of university activities.

Section 1 of the bill clarifies the Board of Regentsl abil—
ity to receive and spend these sources of income. Section 2
requires the wuniversity president to establish procedures
for receipt, expenditure, and reporting of university



receipts. Section 5 defines "university receipts.” Section
8 allows the university to carry forward unexpended balances
of these university receipts.

2. Investment of university money:

Unlike other state agencies, the university maintains a
separate treasury, drawing cash from the state treasury 1in
monthly installments. The wuniversity deposits money in
interest-bearing accounts pending payment of payrolls and
other obligations. While the university has received annual

budget authority to receive and spend the 1interest earned,
the attorney general has opined that the university has no
statutory authority to do so.

The university and my administration agreed to clarify this
statutory author:ty, using four fundamental principles:

1) the university should be encouraged to prudently
manage its resources;

2) university cash balances should not sit idle, but
should be temporarily deposited in interest-
bearing accounts;

3) the university should be strictly accountable for
money entrusted to it;and

4) there should be clear statutory rules for univer—
sity investment.

Section 3 of the bill authorizes the university to invest
money 1t receives, regardless of the source. Section 4 of
the bill requires the universityto invest certain surplus
money, and restricts that investment to the same instruments
provided for state general fund surplus under AS 37.10.070.
If appropriated by the legislature, or approved under the
revised program procedures of AS 37.07.080(h), the univer—
sity may spend earnings from these investments.

Last year the legislature attempted to appropriate prior
years®™ interest income to the University or Alaska working
capital reserve fund (AS 14,40.296). I vetoed that appro—
priation because the statutory authority for both the re—
ceipt of interest income and 1its deposit to the working
capital reserve fund were unclear. Amendments to the
working capital reserve fund contained 1in sec. 6 of his
bill would take care of last year®"s problem.

3. Reallocation of state appropriations:

AS 37.07.080(e) -establishes procedures for the division of
budget review, 1in the Office of the Governor, to reallocate



money authorized by Jlegislative appropriations. In past
years, the legislature has authorized the Office of the
Governor to establish procedures for reallocations within
university appropriations. Section 7 of this bill gives the
division of budget review and the Board of Regents the
authority to establish procedures for reallocation within
appropriations* Transfers between appropriations would
continue to require authorization by law.

The University of Alaska 1is working closely with my admin—

istration on budget and financial matters. This bill set-—
tles several issues that have damaged university-state
relations in past years. Therefore, 1 urge your prompt and

favorable action on this measure.

Sincerely

Bill Sheffiel
Governor
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STATEMENT OF FISCAL IMPACT

ft
Agency Comments

No additional funding will be required as a result of this legislation. This
bill codifies present investment and operating procedures and provides addi—
tional flexibility 1in fiscal planning which will allow the University of
Alaska to better <cope with adverse financial conditions during periods of
revenue instability.

It will permit increased efficiency; and,, by providing full disclosure will
not decrease the governor®"s or legislature®s control over the university. The
8oard of Regents endorsed this legislation as indicated in the following reso—
lution: "The Board of Regents reaffirms its endorsement of the legislation to

clarify fiscal procedures of the University of Alaska and urges adoption of a
bill to do this to be introduced by the governor."





