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T h e  H o n o r a b l e  M ike  D a v is  
A la s k a  S t a t e  R e p r e s e n t a t i v e  
P .O . B o x  V C a p ito l  R o o m  4 11  
J u n e a u ,  A K  9 9 8 1 1

S u b j e c t :  H o u s e  Bill 4 6 7 ,  U n iv e rs ity  o f A la s k a  R is k  M a n a g e m e n t  F u n d

D e a r  R e p r e s e n t a t i v e  U a v is :

A t ta c h e d  is  a  r e v i s e d  f i s c a l  n o t e  f o r  i n c l u s i o n  w i th  H o u s e  Bill 4 6 7 ,  "A n A c t r e l a t i n g  to  
t h e  U n i v e r s i t y  o f A la s k a  r isk  m a n a g e m e n t  f u n d . "  T h e  d ra f t  f is c a l  n o t e  g i v e n  t o  y o u  tw o  
w e e k s  a g o  l i s te d  t h e  e x p e n d i t u r e  a s  " c a p ita l"  in e r ro r .

T h i s  l e g i s l a t i o n  is  m o d e l l e d  a f t e r  a  s i m i l a r  bill w h i c h  p a s s e d  in to  la w  la s t  y e a r ,  a l l o w in g  
t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  t o  u s e  l a p s e  b a l a n c e s  f r o m  r is k  m a n a g e m e n t  
a c c o u n t s  t o  b u i l d  t h e  s t a t e 's  r i s k  m a n a g e m e n t  f u n d .  H o u s e  Bill 4 6 7  g i v e s  s i m i l a r  
a u t h o r i t y  t o  t h e  U n iv e rs ity  o f A la s k a ,  a l l o w in g  t h e  u n i v e r s i t y  t o  f u n d  t h e  r e s e r v e  a c c o u n t  
c r e a t e d  b y  t h e  l e g i s l a t u r e  tw o  y e a r s  a g o .

T h e  e x i s t e n c e  o f  a  f u n d e d  r isk  m a n a g e m e n t  f u n d  will a llo w  th e  u n i v e r s i t y  to  e s s e n t i a l l y  
s e l f - i n s u r e  t o  t h e  $ 5  mil l ion le v e l fo r  l iability a n d  p r o p e r t y  i n s u r a n c e ,  t h u s  r e d u c i n g  t h e  
a m o u n t  o f  i n s u r a n c e  w h i c h  w o u l d  o th e r w is e  n e e d  to  b e  p u r c h a s e d .  W i t h o u t  s u c h  a  
f u n d ,  t h o  u n i v e r s i t y  w o u l d  h a v e  t o  e i t h e r  s p e n d  a n  a d d i t i o n a l  $ 3 0 0 - $ 5 0 0 ,0 0 0  a n n u a l l y  
fo r  i n s u r a n c e  o r  t o  a s s e s s  c a m p u s e s  f o r  a n y  l o s s e s  w h i c h  o c c u r  in e x c e s s  o f f u n d e d  
i n s u r a n c e  r e te n t io n  le v e ls .  A  s i n g l e  l a r g e  lo s s  c o u l d  w r e a k  h a v o c  wi th  t h e  u n iv e r s i ty 's  
i n s t r u c t i o n a l  p r o g r a m s  w i t h o u t  t h e  e x i s t e n c e  o f t h e  r isk  m a n a g e m e n t  f u n d .  A t ta c h e d  
a r e  tw o  c h a r t s  w h i c h  s h o w  t h e  u n iv e r s i ty 's  c u r r e n t  r isk  m a n a g e m e n t  p r o g r a m ,  a n d  t h e  
e f f e c t  o f t h e  r isk  m a n a g e m e n t  f u n d  o n  t h a t  p r o g r a m .

W h e n  t h e  l e g i s l a t i o n  c r e a t i n g  t h e  f u n d  w a s  p r o p o s e d  tw o  y e a r s  a g o ,  t h e  u n i v e r s i t y  
s o u g h t  a n  a p p r o p r i a t i o n  o f $ 2 .5  mi ll ion .  D u e  t o  fa l l i ng  oil r e v e n u e s ,  t h e  l e g i s l a t u r e  
d e c l i n e d  t o  m a k e  t h e  a p p r o p r i a t i o n ,  b u t  a m e n d e d  t h e  bill t o  a l l o w  t h e  u n i v e r s i t y  t o  
p la c e  m o n e y  in t h e  f u n d  t h r o u g h  t h e  r e v is e d  p r o g r a m  p r o c e s s  t h r o u g h  t h e  L e g is la t iv e  
B u d g e t  a n d  A u d i t  C o m m i t t e e .  In l a t e  1 9 8 7 ,  t h e  u n i v e r s i t y  p r o p o s e d  to  p l a c e  
$ 1 , 0 7 7 , 0 0 0  of  i n t e r e s t  i n c o m e  e a r n e d  in p r i o r  y e a r s  in to  t h e  f u n d .  T h e  O f f i c e  of
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M a n a g e m e n t  a n d  B u d g e t  d i d  n o t  f o r w a r d  t h i s  r e q u e s t  t o  LB&A,  s t a t i n g  t h a t  t h e y  
b e l i e v e d  s u c h  a  d e p o s i t  s h o u l d  b e  m a d e  b y  t h e  e n t i r e  l e g i s l a t u r e .  T h e  f i s c a l  n o t e  
a t t a c h e d  to  t h i s  bill m a k e s  t h i s  d e p o s i t .  T h e  m o n e y  w o u l d  b e  p l a c e d  in t h e  r is k  
m a n a g e m e n t  f u n d  a n d  w o u l d  b e  m a n a g e d  b y  t h e  D e p a r t m e n t  of  R e v e n u e .  T h e  
u n iv e r s i ty  c o u l d  d r a w  u p o n  t h e  a c c o u n t  o n ly  f o r  r isk  m a n a g e m e n t  l o s s e s  w h i c h  e x c e e d  
t h e  s e l f - i n s u r e d  r e te n t io n  le v e l .

T h i s  i s a n  i m p o r t a n t  bill t o  t h e  U n i v e r s i t y  o f  A l a s k a ,  a n d  w e  a p p r e c i a t e  y o u r  h e l p  in 
s e c u r i n g  p a s s a g e .  If y o u  o r  y o u r  s t a f f  h a v e  a n y  q u e s t i o n s  o r  if I c a n  b e  o f a n y  
a s s i s t a n c e ,  p l e a s e  le t  m e  k n o w .

V ic e  P r e s i d e n t  fo r  F i n a n c e

E n c l o s u r e
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R E Q U E S T : __________________________ FISCAL NOTE __________________

S T A T E  O F  A L A S K A  BILL VERSION:________  .
1988 L E G I S L A T I V E  S E S S I O N  PUBLISH DATE •.________________

Revision Date: 1 / 2 8 /8 3
T it le :

Sponsor: _ 
Requestor:.

University Risk 
Management Fund 

Kep. uavis

AgencyAffected: U n i v e r s i t y  o f  A l a s k a  
Br u : S t a t e w i d e  P r o g r a m s  and S e r v i c e s

Components

EXPEND ITURES/REVENUES: (Thousands o f Dollars)
O P E R A T I N G oo oo FY 89 FY 90 FY 91 FY 92 F Y  9 3

P E R S O N A L  S E R V IC E S
T R A V E L
C O N T R A C T U A L
S U P P L I E S
E Q U IP M E N T
L A N D  &  S T R U C T U R E S
G R A N T S ,  C L A I M S
M IS C E L L A N E O U S 1 ,0 7 7 .0
T O T A L  O P E R A T I N G 1 ,0 7 7 .0

CAPITAL

REVENUE

FUND ING : (Thousands o f Dollars)
G E N E R A L  F U N D  
F E D E R A L  F U N D S  
o t h e r  I n t e r e s t  Ii 
T O T A L

come 1 , 0 / / . 0

PO S IT IO N S :
F U L L - T IM E  | None i ~ ~ i
P A R T - T IM E  | Nnnp
T E M P O R A R Y

- f l O I l f i L -

ANALYSIS : (Attach a separate page if necessary)

J a m e s  F .  L y n c h ,  A s s o c i a t e  V i c e  P r e s i d e n t  p ^ g .  
U n i v e r s i t y  o f  A l a s k a

Prepared by : _
Division :

Approved by Commissioner: /
A g e n c y :_________ U n i v e r g ^ t v  o f  A l a s k a/

Date: 

Date:

4 7 4 -7 7 1 1
7 / i b / t f d

2 /1 5 /8 8

Distribution (by preparer) :  
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page of
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CONTINUATION OF FISCAL NOTE ANALYSIS
For Bill/Resolution No. House Bill 467

Assumptions:
The transfer o f interest income to the risk management collateral fund will result in reduced
general fund expenditures fo r claims in future years.

Program  Sum m ary :
The university is seeking authorization to tran s fe r revenues into the University R isk 
Management Collateral Fund, which is held by the Department o f Revenue. The transfer will
a llow  additional budget stability fo r the instructional units by capping loss leve ls and
minimizing the necessity fo r assessm ent o f instructional units for extraordinary losses and will 
provide fo r prompt settlem ent o f uninsured claim s. Most importantly, the transfer will 
provide assurance to excess insurance carriers that claims can be paid promptly, when such 
payment is necessary.

The purpose o f the fund, which was created by the legislature in 1986, was to provide sufficient 
funding to allow  the university to increase its se lf-insured deductible leve ls (e .g . general 
liability deductible from $ 7 5 ,0 0 0  to $ 5 ,0 0 0 ,0 0 0 ) and eliminate high cost primary insurance 
coverage. The increase in deductibles was done in conjunction with the State Division of Risk 
Management/university co-marketing program .

Due to declining oil revenues and other funding priorities the $2 .5  million genera l fund 
appropriation originally requested has not been available for the risk management collateral 
fund. Failure to provide funding for the risk management collateral fund limits the university's 
ability to acquire excess insurance coverages and to maintain cost saving aspects o f its 
co-marketing program with the State Division o f Risk Management and may also require large 
assessm ents to instructional units for uninsured u s se s .

Schedules A and B attached indicate the differences in the general liability funding plan resulting 
from implementation o f the collateral fund concept. There is currently no source o f funds for 
payment o f uninsured claims which are to be covered by the collateral fund.

Positions
No positions will be effected by this request.

Other Expenditures
Expenditures represent transfer o f funds to the Department o f Revenue for deposit to the 
University risk management fund (A .S. 14 .4 0 .455 ) authorized by the legislature in 1986 .

Funding
The university has unspent prior period operating fund interest income of $ 1 ,0 7 6 ,9 1 7  in the 
Statewide Program s and Serv ices BRU . The funds were previously scheduled for one-time 
transitional expenditures in FY 87 ; however, due to significant expenditure reductions these 
funds were not committed as planned. These funds are now available for one-time expenditure.

page 2 of 2
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