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SELECT COMMITTEE ON EDUCATION 

Dr . Robert W. Hiatt 
President 
r:nivers i ty of Alaska 
Falrbanks, Alaska 99701 

Dear Dr. Hiatt: 

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

I would appreciate any position statement. 

CHP: jh 

~
r:Jffely, / J /l 
~J!h<_ 

harles H. Parr 
Chairman 
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Introduced: 1/15/76 
Referred: Finance 

I IN THE SENATE 
BY '!'HE RULES CON.MITT.~E BY 
REQUEST OF 'rlIE G;.>VERllOR 

2 SENATE BILL N0 .518 

3 • IN THE LEGISLATURE OF THE STATE OF ALASKA 

4 NINTH LEGISLATURE - SECOND SESSION 
5 A BILL 

6 For an Act entitled: 

7 

11 An Act relatipg 'i;o the functions of the Department 

of Revenue regarding monetiry gifts to the University 

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

9 
I BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASl<A: 

10 
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* Sec~ion 1. AS 14.40 .280 is amended to read : 

Sec . l~.~0 .280 . ENDOWMENTS AND DONATIONS. All monetary gifts , 

bequests or endO\~mentn ~l~i ch are made to the unj.ve::1•sity !'or the pur­

nose of the separate t1•ust fund created under :::cc. 1100 of this chul)tc1· 

shall be trar.s f <?rred [OTHEr: 'l'!lf\I, S'fA'l'E APPROPRIA'I'IONS AND Ji'EDEH.'\L 

ALLOTMENTS , RE~EIVED FOR ThE UNIVERSITY EXPl\~SION PROGRAM OR OTHER IJSE 

SHALL BE '!'URNED OVER] to the DepaI'tmcnt of Revenue . 'i'he Departnw11L of 

Hev011ue shuJ.1 manag;e thnt money in accordance wi.th [SllALL DEPOSI'l' THEM 

IN 'l'JII:: SEPllRl\'l'E li'UND ES'l'f\BLI~HED AND MAIN'l'/\INED UNDER] sec . 1100 of 

thin chapter. 'l'ltle to and control or possession Q£ f •roJ landi. [/1ND] 

personal pl'operty , and al:l n.oncy other than that transferred t o I. he 

Depnrt1nc~11t or J<c~venu e [MONEY], wh1 ch i :J de vi sod , bequen thed or ei v en 

to thi~ university sl1a ll be Laken ty the unj. vcr·sj tY in :t ts corpot•atc 

capnc.::Lt,y f.Lcting b:,· r.a.ncl throLtgh the regent::; c,1· an outhol'ized agent , ana 

shall be entered i11 the perpetual inventory or the univers ity. 

* Sec. 2 . AS iq , 40.400(a) is ornendcd to read : 

(n) '!'he Department of Hevonue shall establish a separate I'und in 

1·1i1lch nll money der•ivcd f:rom the sale or le:is~ of' the lands gr~: ted 

under the Act of Congress approved January 21 , 1929, and in whj c h all 

mone~ary gifts , bequest s or endowments made to the unjversit~ for tne 

- 1-· SB 518 
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1 I purDose of the fund, shall be held in trust . 
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L lj ;.; Sec . 3 . This Ac.~ takes effect immediately in accordance vii th AS 01. -

:i !1 10. 07o(c). 
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F~OM: OFFICE OF THE PRESIDENT 

•' 

UNIVERSITY OF ALASKA 

TO: Dr. Gruenig DATE: 2- 6-76 

Will you kindly review this for 
Dr. Hiatt. It would be nice if you 
could tr>.llc to him about it today .. 
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J\lazka ,htle 'lfiegi:a!a±ur2 

~U5~ 
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99801 

• 

SELECT COMMITTEE ON EDUCATION 

Dr . Robert W. Hiatt 
Pre:>ident 
University of Alaska 
Fairbanks, Alaska 99701 

Dear Dr. Hiatt: 

February 2, 1976 

p~/lv 

Does the University have a posi~ion on SB 518? This 
bill deals with the separate trust fund established for 
monetary gifts, bequests, and endowments made to the 
Unive r sity. 

I would appreciate any position statement. 

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

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

2 SENATE BILL N0 . 518 
3 

IN THE LEGISLATURE O? 'l'HE STATE O~ ALASKJl 

NINTH LEGISLATURE - SECOND SESSION 
5 

A lHLL 

6 li'or an Act entitled : 11
An Act relatirig to the functions o.r the Department 

of Revenue regarding monetiry gifts to t he University 

of Alaska ; and providing for an effi;·ctive date." 

7 

8 

9 
BE I'I' ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA : 
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* Sec~ion 1 . AS 14.40 . 280 is amended to read: 

Sec . 14.40.280. ENDOWMENTS AND rONATIONS . All monetary Cif ts, 

bequests 01· endowments 1·1hich are ma.de to the unj.versih'l for th~J~ir-
' 12.2_sc or the senarate trust fur.a created under sec . 40J) of this ch~ 

Ghall be transi'c rred [OTHER T.-IAN S'fA'I'E APPROPRIA'l'IONS AND FEDET<l\ 'L 

f\LLO'l'ME~h .• , RECEIVED FOR 'I'HE UNIVEH.SITY EXPf\ NSION PROURl\M OR OTHEFl USE 

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

Hev1.mue Hhall n-.anage that mo ney in acc:o1·dancc wit:h [SH ALL DEPOSI'J' THEM 

IN THE SEPARATE FUND ESTABLISHED /\ND MAINTAINED UNDER] sec. 400 or 
thiG chapter . 'l'itle ~ und control or possession of_ ['.i'O] land.i.. ~1\ND :i 

personal property, and al! rnoney other than thut tru~srerrcd t t• Lhc 

Depar tincr\t of Hcvenue [MONEY ], 111hich i~ devi sed , bequeathed or f~lven 

to the universj.ty shull I.le takcm by tile unj.vcrs Hy t n it s corp01•1:1t.e 

capacity acting by and through the re~cnLs or an authorized agent, and 

i:;hall be enter i?d in the perpetual inventory of the university . 

1 Sec . 2 . AS 14 . 40 . 400(a) is amended to read : 

(a ) 'J'he Dcpartrnc::nt of Hcvenue shall establisl1 a scpat"ate fund in 

which al l money derived fro1r. the sale or lea Gr! 01' the lands g1~u11tc~d 

under the Act of Congress approved Januory 21, 1929 , a nd in wh j cn uli 

monetary gifts, bequt:sts or endo\·tments ma de 1,0 the t:nivers.:.ty :'or t he 
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ouroose of the fund , shall be held in trust. 

2 1 ·x Sec . 3. 

J 10 . 070(c) . 

This Ac.t takes effect immediately in accordance with AS 01. -
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Ms. Fran Ulmer 
Leg1slat1~e Assistant 

to the Governor 
State of Alaska 
Office of the Governor 
Juneau. Alaska 99801 

Dear Ms. Ulmer: 

January 20, 1976 

The attached Fiscal Note is retutrned per your instructions. Thank 
you for keeping us infonned of the progress of the drafted legislation 
regarding monetary gifts to the Un1vers1ty. We support the proposed 
change to 14.40.280. 

RWH/mt 

cc: Mr. V. Kent Dawson 

- / , ,,J•' ,< •. .! : • I I 
'/.. 

. I . -··--:----
• I :..:...~-· { . , · ; /I (. ; ... ·-. . . 

Robert W. Hiatt 
President 

D1v1~1on of Budget & Management 
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~econd Session - Legt s latu.i:e 

I.· REQUEST 
Bill No . To be ass i gned 
Title: An act relati ng to the f.unct ionc; of the Department of Revenue , etc. 
Requested by:· Governor Date : 

----~-----~--~-Return Date Requested: ------- --Agency: University of Alaska Prog,ram: Endowments and Donations 

II. FISCAL DETAIL 
Budget Request Unit(s) Affected : ___ S~t~at~e~w~i~de ____ A~d~m~in~i~s~t~ra~t~i~o~n ______________ ~ 
A. EXPENDITURES: (Thousands of dollars) 

OBJECT ~y 76 FY 77 FY 78 . . FY 79 FY 80 FY 81 
100 PERSONAL SERVICES ... 
200 TRAVEL / 
300 CON'I'RACTUAL I / > ____..., 
L!OO COMMODITIES I I /' ) / r 

500 EQUIPMENT I I I '/ I v -
600 LAND & STRUCTURES I I I J I v I - ... -

~ -
700 GHANTS , CLAIMS, ETC. I v '-' / --- 1- --· ---TOTAL 

B. FUNDING: (Thousands of dollars) 

GENERAL FUND I . I 

----.;,~,...;:;i=~...;;.;;~---~-'-"A=L-F_U._N_D'--S-----+----+-----t----1----t-: . - - .. -. -----.--

C. POSITIONS: 

PERMANENT/TEMPORARY I I I I . I I 
MAN MONTHS P. T. 

III. ANALYSIS (See Fi scal Note Preparation Instructions, Section III) 

IV. ATTACHMENTS . 

# 
V. DATE: 20 January 1976 PREPARED BY : ~.?(~_..,__· _______ _ 

M.M. Hul linger, V-keJPresident for Finance 
Original: Legislative Finance and Comptroller 
cc: Budget and Management 

Prime Sponsor (First Legislator Named) 

H/S 50 
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STATE OF .. A .. LASI{...c'\. 

OFFICE OF THE: GOVERNOR 

JUNE.AU 

Dr . Robert W. Hiatt 
President 
University of Alaska 
101 Bunnell 
Fair.banks , Alaska 99701 

Dear President Hiatt: 

January 12, 1976 

The Attorney General's office has drafted legislation 
concerning 11 An Act relating to the functions of the . 
Department of Revenue regarding monetary gifts to the 
University of Alaska , 11 for introducticm i n the Second 
Session of the Ninth Legislature . Ple~se revi ew this 
proposal for possible fiscal impact upon your agency and 
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 . 

For assistance .i. ~1 preparing the Fiscal Note, refer to the 
preparation instructions issued by the Division of Legis­
lative Fin.:ince , or consult your budget · analyst. Where no 
fiscal impact implications are i nvolved , enter 11 none 11 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 . 

Enclosures 
cc: Kent Dawson 

Division of Budget & 
Management 

w/Enclosures 

Sincerely, 

' / .. c.(' ·• , ~/~~L !'~ d'1 ... "' ( /'tf(.-cj 
Fran Ulmer 
Legislative Assistant 

to the Governor 



THE FOLLOWING DOCUMENT(S) MY NOT FIU1 
LEGIBLY BECAUSE 0F POOR· QUALITY OF THE 
ORIGINAL. 
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JAY S. HAMMOND, GDV!P.HO.'l 

,. 

• • • ~: -~ -1. ATW6.'1Cr CENCRJJ. fOUCf. K-SWC ctl'/TO! 
JUNEAU f9fll , 

J anuary 5, 1976 

The Honorabl~ ~&: Jo • • ·:iond 
Governor I ' . · 'JP /IV l' . ll 't•I , .._: ! .;, . 

Attorney Gt:ner;l°J 
_i. ·' '~ r· . . '• It . , ii 

~roµ0sed leei sJa~~cn 1 

tf~~! J "'j):J.:'.t: .. cr~-:: r r R~': ,. 
moneta ry girts to the-

;:i.rding the function s of 
; . ~ 0 :1 the receipt of 

·n::. versi ty of Alaska, 

Atta~:hed ig _ :-. 1 ~· _:-_·; :i µreposed by the Department of 
;~ c:vc-nue r.·c~trid:lr .. ; t.i1r.· i''....nct.H -. of the Department oi' Revenue on 
U · ·. , · -.•. ·c·f monr:.- t :ll'.f i;:i.1t"s 't.v ~he Universi ty of Alaska. Here 
\:; " 1 ·.. • . '.'.: .. : • •• !:lll l.i·7.t. f. ::' : 

v .. 1 FT - · -

·:·c.c l'danc;..• ""'i tn . M3 2L1. J0 . ~60 1. ) and the Uniform Rules or the 

. : ~Ka · scu~~ Legl~~a~ur~, ~ ara ~.ansrnitti~g a bill which limits 

. , ... J.'u nc t :lons of the l.>cpar:r.: ~~nt c.•t:' 1{evenue v1:ttl".\ regard t o monetary 

.~.ine: c on fusion o:'.: ·. · ~e functiond of the Department 

:" C'J? ' t" ·e r;arc.il11 e; r !·ic: . " 1... · .pt of monetary gifts made to the 

~· . 

. 00 appears to requir.e the department 

·ifts regardless of whether the 

·1 
J 
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·.: -' · .~ ·. 

Januar_y 5 , 1975 
2 -

.c:cd or whether the gifts were 

lntenL~: :l ;:.0 be mud~ t'.J the µc:. . . ·rnmt trust fund under AS 14.40.-

'IOJ. l:c r:c•r".i :i.:.£)~ ~ , ·, _::: ti:l 11 '." ·ld 'appropriately limit the De-

part111c:11l, . 0f H1~v e;.t:•~ • s contr cl 

L~i ft.s t.<1 those mnde f;p c·c if1ca~ 

·'. :' ~G :i:1U : -.; . 

Univers i ty of Alaska monetary 

for the purpose of the separat~ 

. · _ncerely, 

y S. Hammond 
.. •vernor 

I .. 
I .. 
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STATE OF ALASKA 

DEPARTMENT OF REVENUE 
TREASURY DIVISIO~ 

Pouch SB 
Juneau , Alaska 99811 

(907) 465-2350 

GENERAL AND STATE PROGRAM FUNDS 

MONTHLY INVESTMENT REPORT 

January 31, 1976 

CONTENTS 
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' lovcstm<:!nt Portfolio Summary 

St:.itemenl of Condi t.lon 

Summary of Ceposlts i n Alask<l Finnnclnl Cnstituti.ons 

Index to Finnncinl Institutions 

Assel Listi.ng - General [nvestment Account Deposits 

Asset Listing - State Program Accounts 
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7 - 8 

9 - lJ. 



• 

• 

• 

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 
Accoun t totaled $378,053 , 927 . 83 at the end of January. This total r epr e­
sents a decrease o f $20 ,538,912.78 rrom t he previous month. Duri ng t he 
month, $4,984,857.08 was received from t he f'ederal Highway Administration, 
$5 ,419,910 .52 was received from royalty oil production payments , and 
$86J,250.08 was received from the Federa l Bureau or Ou tdoor Recreation . 

U.:?ginn.,;.ng of Month Cash and lnvested Fundi:; 

Net Cnves tment Revenue 

Net Drow<lown of Fund s for 
State Expenditures 

End of Month Cash and I nve;•s t ed FundR 

TNVF.STMEN'I' RETURN 

$478,74l1,7l19.09 

1 , 543 , 237.87 

(18 , 802,8114.] 6) 

$l158,J98,667 . 06 

'l11c to tal r ealized cnsh investment return of $J . 5 mill ion for .J;1nunry 
ra ises the amount collected over th e! rirst scvcrn months of thls fiscnl 
year to $L9 . 0 million . 

-l-
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STATE OF ALASKA 

DEPARlMEtlT OF REVENUE 
TREASURY DIVISION 

GENERAL AND STATE PROGRAM FUNDS 

TOTAL INVESTMENT PORTFOLIO AT COST 
January 31, 1976 

General and Segregated State 
Program Funds 

Cash 
Repurchnse Agreements 
Rankers ' Acceptances 
U. S. Treasury Bills 
Certificates of Deposit 
U. 5. Notes nnd ~onds 

U. S. Agencies 
Ala :'ika Loans 

Total 

Current 
Month 

$ 7,314 , 970.69 
23 , 900 , 000.00 
12,968 , 969.03 
24 , 297 , 367.83 

228. 9211 , 825. 35 
l156 , li80. 75 

18,517,282.25 
14 2, 018' 7 7J. .16 

lNVESTMEN'f ACTJVITY 

Prior 
Month 

$ 9, 665,528 . 02 
18,500,000.00 

27,131,674.li9 
25li,135,100.8'i 

5 , 473 , 685.25 
23,5112,299. 75 

140,296,460. 74 

~4,78 , 744. Z~.2+.Q.2. 

Durlnn the month of January, the 'l'rcnsur.y IH.vJ.slon was a net purchaser. of 
short term :Lnvestments ($6.0 nd.llion). Total uhort term .Lnvcs tments (less tlrnn 
one yeHr) in the General Investment Ac:count declined by $18.0 million ofter 
n<~tting out purc hases, sales, and nwturltlcs . The Treasury Dlvlslon purchased 
n totDl oE $JJ.O million , sold $7 . 0 million , nnd nllowcd $2li.O million to 
nwture. 

(n J:rnuary we commJ.tted a totnl of $1811.9 mlll lon to 26 repurc hase ;J~rcc-
111ents ln. order to lnvest overnight cash b11lnnces . These one-day tnvestments 
were nt interest rates rnnging from 4.37% to 5.15%. 

During the month of. .fonuRry, the Trensury Divislon reduced holdings of 
:l.nter111edlt1 tc term sccurlt:les ln the Tnvestmcnt Account by o total of $10. 5 m llllon. 
Re<l1Jced holdings 1n this maturity r.ange nppeared warrnnted on the basis ot 
i.mmj.11ent heavy Treasury borrowing :ln this area . 

-2-
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STATE OF ALASA 

DEPARTifENT 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 in 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 Depos:lts 

Sub-Total 

Loan and Mortgage Programs: 
Agricultural Loans 
Alaskn llousing Finance Corp. Mortgages 
Alaska llousJ.ng Fi.nnnce Corp . Notes 
Alaska Nntive Corporations 
Uank Lonn Incentive 
Commerc:l.ul Fishing Loans 
Mun:l.cipal Loans 
Small Uusiness Loans 
'l'oud.sm Loans 
Ve terans Loans 

Sub-Total 

Total - Operating Cash, Investment 
Ac.counts, and Loan nnd Mortgage 

Progt'ums 

-3-

$ 

$ 

$ 

Current 
Month 

5,257,693.34 
1 2 995,000 . 00 
7,252,693 . 34 

62,277.35 
23 , 900 , 000.00 
12,968 , 969.03 
24,297,367 . 83 
93,187,706.62 

10,050,026.00 
63!312!500.00 

$227!778!846.83 

$ 6211, 291. 96 
1.9 , 482,472.50 
.1.0,l•23,027 . 1.3 
1,000,000 . 00 
2, 250, 22L1 . 58 
3,126,706.Ju 
4, 7111,337 . 00 
5,067,795.91 
6,839 , 787.72 

89, L166, 7114_: 50 
$143 , 022,387.66 

$378,053,927.83 

$ 

$ 

$ 

Prior 
Month 

7,628,915.99 
11995,000.00 
9,623 , 915 . 99 

41,612 . UJ 
18,500,000.00 

27, 131, 674 .!19 
111,290,812.86 

5,017,204.50 
J.5,075,0L1J . 50 

_ _}_Q1 612, soo. _oo 
$2l17 '668 ! 84 7. J8 

$ 633,884.56 
19,6611,592 . 57 
9,95J,968.97 
l, 77 5. 000. 00 
2,262,027.63 
3,195 , 320. 7l1 
L1,7l17,337.00 
l.1,5.77,033 . 95 
6,8S2,638 . 69 

--~.63~273.13 
$1.Lil' 309.l.. 077. 24 

$398,592 1 8L10.6l 
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DEPARTMENT OF REVENUE 
TREASURY DIVIS ION 

GENERAL AND STATE PROGRAM FUNDS 

STATEMENT OF CONDITION AT COST 
January 31, 1976 

General a~tate Progr am Funds 

Separately I nvested Segregated Funds : 

Bond Construction Fund 
Cer tificates of Deposit 

International Airport Funds 
Operating and Trust Accounts 

Certif lcates of Deposit 

Public School Permanent Fund 
U. S. Government Agencies 

Univers ity of Alaska Permanent Fund 
U. S. Government Agencies 
U. S. Treasury Notes 

Sub- Total 

Total - Separately [nves ted 
Segregated Funds 

Total - General and State 
Program Funds 

-4-

Current 
Month 

$ 59,090,000.00 

$ 12,331,002.23 

$ 6 , 376,568 . 75 

$ 2 , 090 , 687.50 
456!480 . 75 

$ 2,547,168 .25 

$ 80 , 344!739 . 23 

Prior 
Mon th 

$ 59,090,000.00 

$ 12 ,138, 171.48 

$ 6,376,568.75 

$ 2,090,687 . 50 

$ 
456!480.75 

'.:! !547, 168. 25 

$ 80!1511908 . 48 

$ 4 7 8 p ~1!:151...JJ;k 



DEPARTMENT OF REVENUE 
TREASURY DIVISION 

• GENERAL AND STATE PROGRAM FUNDS 

SUMMARY OF D~POSITS IN FINANCIAL INSTITUTIONS 
January 31, 1976 

Institution 

Alaska Bank of Commerce 
Alaska Federal Savings & Loan, Juneau 
Alaska Federal and State Federal Credit Union 
Alaska Mutual Savjngs Bank, Anchorage 
Alaska National Bank, Fairbanks 
Alaska State Bank 
Anchorage Teachers Federal Credit Union 
Arctic First Federal Savings & Loan, Fairbanks 
B. M. Behrends Bank, Juneau 
First Federal Savings & Loan, Anchorage 
First National Bank of Anchorage 
First National Bank of Fairbanks 
First National Bank of Ketchikan 

•
me Federal Savings & Loan, Anchorage 
. McKinley Mutual Savings Bank , Fairbanks 

National Bank of Alaska, Anchorage 
Peoples Bank & Trust, Anchorage 

Sub-Total 

Alaska National Bank, Fairbanks 
American Security & Trust Co ., Wn ., D. C. 
B. M. Behrends Bonk, Juneau 
First National Bank of Anchorage, Juneau 
National Bank of Alaska, Juneau 

• 

Sub-'l'otal 

Total - Time Certificates and Cash on 
Deposit in Alaska Financial 

Institutions 

-5-

General Investment 
Account Deposits 

Short Term Long Term 

State 
Program Accounts 

Deposits 

$ $ 4,370,000 $ 6,150,000 
2,700,000 

200 , 000 
440,000 
400,000 
150,000 
480,000 

1 ,450,000 

2,350,000 

675,000 
200,000 

$ 9 , 045,000 

5,582,500 
2,570,000 
5 ,430,000 

500 , 000 

17,630 ,000 
2,675,000 
1,445,000 

1,440,000 
11,550, 000 

1,075 , 000 
§54,267,5_00 

1,000,000 
2,700 , 000 

10,190,000 

4 , 100,000 

16 , 300,000 

6, 500,000 

600,000 
13,450 ,000 

100 ,000 
§61,090,000 

Clearing Account Compensating Balance 

$ 

733,123.79 
3,144,722.55 
1,379,847.00 

$ 5 , 257 , 693.34 

$ 300 , 000 . 00 
25 , 000 . 00 

350 ,000.00 
610,000.00 
710,000 . 00 

$1 , 995 , 000.00 



• 
Reference 
~bol 

ABC 
ANB 
ASB 
BMB 
FNJ\ 
FNB 
FNK 
NBA 
PBT 

~L 

TrsL 
FFSL 
HFSL 
MMS 

UA 
BT 
CM 
RNB 
SP 

AFSFCU 
ATFCU 

• 

Alaska 
Alas kn 
Alaska 
B. M. 

STATE OF ALASKA 

DEPARTMENT OF REVENUE 
TREASURY DIVISION 

INDEX TO FINANCIAL INSTITUTIONS 

Institution 

ALASKA COMMBRCI AL BANKS 

Bank or Commerce 
N::itlonal Bank 
State Bank 

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 Mutunl Savings Bank 
Arcttc First Pedcrnl Savings & Loan 
Flrst Fcdcr;1 I Savings & Loan 
llomc Feder:1] Savin~s & Lonn 
Mt. McKinley Mutual Savings Bank 

OTHER HANKS 

Bank of Amer lea 
Bankers Trust 
Chose Manhattan 
Rainier National Bank 
Security Pacific 

FEDERAL CREDIT UNIONS 

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

-6-

Location 

Anchoragl.! 
Fairbanks 
Anchor~ge & Fairbanks 
Juneau 
Anchorage 
Fairbanks 
Ketchikan 
Anchorage & Cordova 
Anchorage 

Juneau 
Anchorage 
Fairbanks 
Anc.hora~c 
Anchorage 
FnJ.rbanks 

San Francisco 
New York 
New York 
Seattle 
Los Angeles 

Anchorage 
Anchorage 
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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 

02/20/76 
03/19/76 
03/30/76 

02/ J.2/76 
03/12/76 
03/12/76 
03/15/ffJ 
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 

• 

DEPARTMENT OF REVENUE 
TREASURY DIVISION 

GENERAL AND STATE PROGRAM FUNDS 

GENERAL INVESTMENT ACCOUNT DEPOSITS 
January 31, 1976 

SHORT TERM 

Purchase 
Date Held By 

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

05/27 /75 AMS 
05/27 /7.5 .t\MS 

05/26/75 ANB 
06/23/75 ANB 
l.2/31/7 5 ANB 

11/JA/75 A FF SL 
06/12/75 AFFSL 
09/15/75 AFFSL 
03/26/7l+ AFFSL 
03/20/75 A FF SL 
11/14/75 AFFSL 
04/05/75 A FF SL 
12/09/75 AFFSL 
07 /09/74 AFFSL 

07/22/75 ASB 

05/19/75 FFSL 
03/17/75 ~'FSL 

03/25/75 FFSL 
09/25/75 FFSL 
03/26/74 FFSL 
05/20/74 FFSL 

-7-

Amount Yielc' ---
$ 100,000 6. 7'::.· 

250,000 6. 75 
300,000 6.75 
1.50 ,000 7.50 

1,000,0UO 7.50 
100,000 6.75 
100,000 7.50 
700,000 7.50 

200,000 6.00 
2L+O,OOO 6. 12 

100,000 6. 50 
100 ,000 6. 50 
200,000 5.50 

100,000 6.75 
150,000 6.75 
150,000 6.75 
200,000 6.75 
150,000 7.50 
100,000 6.75 
200,000 7 . '.5 0 
157,000 6.75 
243,000 7.50 

150,000 6.35 

200,000 6. 50 
500 ,000 7.50 
200,000 7.50 
200,000 7.75 
750,000 6.75 
500,000 7.50 



• 

Due Date 

03/22/76 
03/26/76 
04/07 /76 
05/10/76 

02/24/76 

02/01/76 
02/28/76 -- 03/31/76 
09/19/76 

Vnrlous 

• 

STATE OF ALASKA 

DEPARTMENT OF REVENUE 
TREASURY DIVISION 

GENERAL AND STATE PROGRAM FUNDS 

GENERAL INVESTMENT ACCOUNT DEPOSITS 
JanuAry 31 , 1976 

§.!!)RT TERM 

Purchase 
Date Held By Amount 

03/23/75 HFSL $ 100 ,000 
03/27 /74 HFSL 175,000 
08/01/75 HFSL 200 ,000 
10/16/75 HFSL 200 , 000 

02/25/75 MMS 200 ,000 

10/31/75 ATFCU 160,000 
10/31/75 ATFCU 160, 000 
10/31/75 ATFCU 160,000 
09/17171. AFSFCU -· 200,000 

Total s 9 .fil • .Qgq 

LONG TERM 

Various Alasko Banks 

-8-

Yield 

7. 50 
6. 75 
7.50 
7. 50 

6.50 

7. 50 
7. 50 
7.50 
7.50 

Various 



DEPARTMENT OF REVENUE 
TREASURY DIVISION 

GENEML 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 6 . 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 AMS 200,000 6.60 

08/22/76 08/22/75 ANB 800,000 6.60 
08/22/77 08/22/7'1 ANB 800 , 000 6.00 
08/22/78 08/22/75 AN.13 200 , 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 ASl3 1,000,000 7. 37 
03/01/76 09/02/75 ASB 1,000,000 7. Lil 
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 '•, 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 08/22/7L1 BMB 500,000 6. 00 
08/22/78 08/22/75 BMB 100,000 6.60 
08/22/79 08/22/74 HMO 500,000 6.00 

04 /12/76 10/15/75 FNA 2,500,000 6.55 
08/27./76 08/22/75 FNA 3,000,000 6.60 
10/08/76 J.0/J.5/75 FNA 2, 500,000 7.20 
10/08/76 10/15/75 l!NA 5,000 , 000 7, l10 

• 10/08/76 10/1.5/75 FNA 2,500,000 7.55 
08/22/78 08/22/75 FNA 800,000 6. 60 



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 Amoun t Yield 

03/01/76 09/02/75 FNK $ 5,ooo,ooo 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 6 . 60 

08/22/76 08/22/75 N13A 3 , 300 , 000 6.60 
08/22/76 08/22/75 NBA 300,000 6.60 

• 08/22/77 08/22/7!1 NBA 11 , 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 

08/22/79 08/22/74 PBT 100 ,000 6.00 

Total §:1&J.{ 9Q_&,00 

• 
- 10-



• 
Due 

·--oatc 

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 

Description 

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 
Generai Services Administrat'.l.on 
Washington Metropolitan Bonds 

Total 

UNIVERSITY OF ALASKA PERMANENT FUND 
U. S. Government Agencies 

Federal Land Bank Bonds 
Tennessee Valley Authority Bonds 
Federal National Mortgage Association 
General Services Administration 
Washington Metropoli tan Bonds 

Sub-Total 

U. S. Government Notes & Bonds 

U. S. Treasury Notes 

Total 

-11-

Amount 

$12 , 138 , 171 

$ 750,000 
478,187 

2, 511,44L1 
269 , 625 
592,500 

__ 7_9_9, 250_ 

Up.-401.006 

$ 250,000 
434 ,• 937 
269, ,1 25 
434 ,5()0 
70lt625 

$ 2,090t688_ 

$ 456t480 

Yield 

Various 

7.30 
8.64 
7.30 
8. 07 
7.22 
7.32 

7.30 
8.66 
8.07 
7.22 
7.29 

6.35 
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Robert 
N. M. 

and 
Board 

P, 0, DOX Gll7 

FA I R DANKS, ALASI<;>. 99707 

December 5, 1975 

w. Hiatt, President, University of .Alaska 
Hullinger, .Vice President for Finance 
Comptroller, University of Alaska 
of Regents, Univer~ity of Alaska 

Ladies and Gentlef1!en: 

In connection with our examination of the financial statenents 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
<lards. 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 expr~ssing an opinion on the financial 
statements. 

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 disposit i on, and the reliability of financial records for preparing 
financial statements and maintaining act:ountnbility for ass~tn. The concept of 
reasonable assurance recognizes that the cost of a system of internal accounting 
control should not exceed the benefits derived and also r. ecognizcs tha t the eva l­
uation of these factors necessarily requires estimates a.ml judgments by management. 

There are inherent limitations that should be r ecognized in consi<lcr.ing the 
potential effectiveness of any system of int ernal accou.1ting control. I n the per­
fonnancc of mcist control" procedures, errors can result from misunder s tc:?.ncling of 
instructions, mistakes of judgment, carelessnc~ss, or other per sonal factors. Con­
trol procedures whos e effectiveness depends upon segregati·..)n of duties can be cir­
cumvented by collusion . Similarly, control procedures can be circu;i1ventcd inten­
tionally by mam1g~1ent with respect ei t he1: to the cxccut:i. on ancl rec or ding of: trans­
actions or with respect to the .estima t es ancl judgments required in the prepara tion 
of financial statements . Further, projection of any evaluation of internal ac­
counting cont·r ol to future periods is subj cc t to the risk that the p):occclures may 
become inadequate because of changes in conditions, and tha t the degr ee of com­
pliance with the procedures may dctcrior.:i.te . 

Our study and evaluation of the University ' s syst em of internal accounting 
cuntrol for the year ended June JO, 1975, which was made [ o r t.:hc purpose s et forth 
in the first pnrngraph above , was not· des igned for the pm:posc of cx·pb.~ssinr, an·· 
opinion on intct-nal .:i.ccounting control and it ,,·ould not necessarily disclos e al l 
weaknesses in the system. Uowcv~r, such s tudy and cv.:i lu.:tt i on disclo:..;ccl the .fo llow­
ing conditions thnt we believe merit your nttcntion . 

M1: ~1111: 11 -:. l\M li l/I C l\N IN !iTITU 0TC nr· CL: llTI F ll. 11 l'Ulll . I C AC~: ntlN rAN r~; 
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I•age 2 

OVERVIEW 

l'he Universityr 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 
wealGnesses. 

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 miniaize future similar proble~s . The problam 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 finns which require specific perform:i.nce. The con­
tracts typically provide for reimbursement of spec ified costs plus an allowance for 
overhead. The contract may provide that salary increa:.es not be cha r ged 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 thos e individuals charged with the responsib:llity 
of future budgets may feel justified in providing foi.· such cont:in3cncies in their 
budget requests . 

During June 1975 Systems and Comput er Technology Corp. (SCT) comnH::mcecl 
work on development and implementation of nn intccrntecl business :i.nformation system. 
An additional contJ:act for management of the computci.· center was c:-~ecuted with that 
firm . Improved timf'J.iness and reliability 0£ U11 .1:lcia l ).nf:otinati.on and i.mpr.ovement 
in many of the areas of internal control Hcnkncsscs addressed elsewhere in this 
letter nre dependent on the success of the p:roject jointly undertaken by the llniver.­
sity and SCT. He consider this project to warrant close supervision by th e Hegcnts 
so that ch.:u1gcs l.n implementation time schedules ancJ /or fnllure to meet established 
goals can receive the attention of the neccnts at the car.Ii.est pos!Jiblc date. 

NO~l.ANDATORY 'l'Rlu'\SfEHS 

Our man:i.gemcnt letter of December 5, 197t~ expressed our reservation::; with 
regard to the practice, by the Univcr::d ty 1 of ef fcc ting non-mancl:i.to i~y traasfm:s of 
um:estrictcd revenues to other fund groups. I n ac.lclltion t o the co::i:::cnts includec.! 
in that letter , we suggest a pet·ioc.lic rcv'i.cw, by the Regent ~;, of the status o[ trans­
fcn·n pl:evious ly m.:1dc to ascert<1in thci.r continued appi:opri<-tt..!ncss. E:-:;i.'11;:lcr. o E ac­
counts which should be reviewed :i.rc: 
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(1) The automatic transfer (at the direction of the Regents) of income 
from the State of Alaska Permanent Fun<l to the Planning Revolving 
Funds which at June 30 , ~975 had unexpended balances in excess 
of $1,000,000. 

(2) Aru1ual t ransfers to "self insurance" reserv~s which now aggregate 
$284, 000. 

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

BUDGETING AND FUND BALA.i"ICES CAR...RIED FORWARD 

University accounting records account for a separate fund balance for each 
responsibility center within the Univer sity 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 elimination of fund deficits . 

Consideration sho~ld be given to the more generally followed method of 
budgeting which isu to include e::isting balances or dcf:icits as a p!!rt of each 
year ' s budget. The present method encourages manipulation of the budget as a 
means of: eliminating accumulated deficits . Further, a substantial pnrt of the 
accumulated deficits is made up of excess charges to t he responsibility centers 
for payroll burden cos ts and this appears to be pnrticular.ly inappropriate ns a 
carry- forward item. 

rr ... i\NT FUNDS 

The University is currently ad.ministering the pla nning , design and cou­
stn1ction of $39,523,000 of 1974 State of Alaska genera l obligation bond proj ects, 
$6, 500, 000 of revenue bonds 1 the c.omplet:i.on of numerous pd or yea1: bond p1:oj c.:cts , 
nncl has ci.lso presented a proposal to submit t:o the 1976 State lcg:lslature for a 
new bond issue of $67,500,000 for Univers ity construction pro jects . 

The University has chosen to dep.'.lrt fro::1 traclit:i.on.:tl cons t:ruc t:ion und 
plnnning procedures and has embarked upon ~Ul innov~tivc r.ystcm of conscruction 
planning) design and construction prnctices . 13ecausu of th e.: 111ngn.itucl c of the ex­
penditures nnd the long- range cost effects, we b e lieve tl1ey warr~nt pnrticulnrly 
close monitoring by res ponsible officials who have C!:qler tise in t hnt specialized 
area and nrc without bias except as to the best use of clcsign:itc~l public funds . 

Our nucl:i.t review of the construcLl.on fumh; inclic.:it~s that :i large r pcl.·­
ccntugc of the const'J.L.tction dollar i.s spent £o:t.· con!.atltants (;Ln~luding nrchltl.!t..:ts) 
than would be the cn!.lc 1111cl..:?r conventional cons tn1cti.on 1:tl!thodr.. Uni.vcrslty per­
:-:oanel with wltom we di:,cussc<l t:hi s wcr.-.! of the 0plniu:1 th:tt th e ir:lprvvccl qua ii ty 
l' t buildings :incl the filwrtcncd t.i.1:1c fr.:tnt(: for co::lp!c.:t:ion 1:wr1.~ l:ht!!L (l[f~;ct l: \1 ! c; 1.1:Jt 

of addit:i.on~1l conr.ult:nnts . 
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We ha.ve no special exp1?rtise with which to evaluate the benefits c;.nd 
costs acte.ally gained or los t by alternative methods and procedures of planning, 
design a nd construction and do not address t hat question. Howew1~r, the following 
are specific areas of cost contrql and intf.!J:nal control procedun~s which we believe 
should. be strengthened: 

(lj Architects and consultant contract:s provide for rcimbl\rsement of in­
curred costs such as travel, lodging, meals, and supplies. Terms of 
the contracts do not require supporting docu..11entation customarily 
r equired for some ki1<ds of reimbursable expenditures (for e.v.a..-;1ple -
business purpose of entertainment 'expenses) . The contracts <lo pro­
vide for advance approval of certain reimbursable e:-.--pendLtures; hm~­
ever, billings are frequently presented and paid without evidence 
of the required approvals. Reimbursement reques ts submitted to the 
University should be subjected to a comprehensive review at the 
cognizant administrative level .for approval. There is littl~ evidence, 
with some recent exceptions , that University personnel are reviewing 
such e..xpenditures for appropri~teness or for compliance w:i.th the 
contract terms. 

(2) In connectiou with the architect's changed responsibilities the 
Un:t~rersity has departed from the AIA Stand.:trd fonil of agreement. 
'rhe agreement presently used requires revision to clar lfy certain 
provisions. '111ese provisions have been discussed with appropriate 
University person~el. The contre.c ts a 1.so provide fol: a portion of 
the fee to be bas eel on direct personne l cost times a t:iultiplier of 
2.0. Under certain circumstances, l)ascd on the architect's overhead, 
the architect may adjust the multiplier to 2 .4. t~e believe the mul­
tiplier should be fixed, without conditions for adjustaent. 

(3) We recommend that Internal Aud i t r:ialrn nn in-depth review of the dis ­
bursing function £or construction funds . Such review s hould cover 
approval and documentation control and procC!durC!s . I n addi tion, we 
suggest that Internal Audit , in participation with a qualified engi­
neering firm, conduct a pilot study of: a selected construction pl~o­
ject to ev<1luate the cost effectiveness 0£ the! construction progr am . 

(l~) Nany pJ:ojects appear to have been complctcc~ bnl: have f unds remaining . 
We re comm encl that such proj cc ts be c lo:;ecl an<l <li. spos:i. t.i.on of the: funds 
be mnde ns appropriate. 

(5) Engagements with consultants and :n·chitccts n1:c o f ten effectively 
entered into pr:ior to execution rmd npproval o[ contr:ict docum.:!nts . 
Nost consultants .1nd architects cnp,agcd on the 197!~ Donel project:.; 
perfo11ned s ubst.'.lnti.ul work prior to tlrn );ovC!I1~bcr 19 7!f e lcction. Cnn­
tr.:icts wci:e executed nf:tci: the approval. of the bond is~u~~. It :i.s .:i 

frequent occmTencc for prof:cssio~al contr.'.1.cts to uc !.i Ub:nittcd f o r 
approval subsequent to co1r.mcncc1:1cnt oi work . 
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ENDOWMENT FUNDS 

Prior management letters have mentioned that the University has oblig~ted 
· future- funds by financing fixed asset purchases through borrowing from enclo~.;ment 

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 ilusiness Administradon (Page 145) addr-esses this matter with the 
following comment: 

11 Although quasi-·endow;nent 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 FlJl\TJ)S 

With increased availability nf funds under more attractive terms (S t ate 
of Alaska Student Loans, NDEA, EOG, SEOG, etc . ) the demand by students for con­
ventional repayable student loans has declined to t he 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 Hith the suggestion the original 
restrictions be removed and the funds be used for more needed purposes, perhaps in 
the fonn of endowments or direct student aid . 

PURCHASING AND CASH DIS J3URSEHENTS -

NOR'l11ERN REGimI 

'rhc cash disbursing system presently in use in Fnirbanks (for expendi-
t iires other than payroll which is discussed elsewhere :Ln this lc ...: t.::.!r) is not 
f11nctioning efficiently . From the time an invoice is received , ..:? lapsed time un­
t ;. l payment is frequently six weeks or more . As a result-., n:any ite;-:ls arc handled 
OLttside the system as "handpays" . Hanclpays bypass certain internal control fea­
tures of the systc1n. For example, handpays arc routinely processed on th e basis 
of a clwck request, without supporting documentation including invoices, r .::.!cc:t ving 
r e ports, etc . To indicate the extent to which this practice i s permitted, sub­
stantially all pay;.ients by Cooperative Extension Service are processed-with only 
a check i·equest as suppo;:t. In addition to t he byJKlssin g of systc:m controls, the 
numer ous handpnys place on ndrlitional burden on all dcp.:irtments involved in the 
disbu.:-sl.ng fuuction. 

In conjuncti.on with the development and impl ::mcntation of the business in­
fomrntion syntern enrlier mentioned, we suggest an c.d :cnsi'Je revision of the method 
o( processing; docwncn.tn for final payment . '.fhc revision woulci include a shift in 
the major control point :i.n the disbursing function . Presently there a.re two steps 
in the disburstng function Hhich contribute to the unrca~;o!1ablc time lavsc: These 
nrc: 

' ' 
(1) Invoic.cs, upon receipt, arc transr.littcd to the clepartm~~nt orir,i1!:?.t ing 

the requisition. for goods ur services . '!'he i11voic~! is matched wi :.:h 
the receiving copy of the purchase order a nu i:ct:ut:nC!d to ..1ccmint:s pay­
able [or further proccssi.n~. Dcpqrtme11t.:i.l approv:tl of the invo-I.. :c is 
the critical control point in the present pr•1ccdu.c~~ . 
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(2) An unreasonable 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 a ddressed by the SCT project . 

We believe consideration should be given to shifting the critical control 
point from departmental approval of the ~nvoice to accoun(; s pay ab lP- <tudj t 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 ar.d receiv:'.ng 
report. Written justification for any departure from prescribed purchasing pro­
cedures would· be included it_\ 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 effecting pickup and delivery of goods . We 
arc informed that mos t of such goods would be delivered free of charge by vendors 
if a central receiving point were es tablished . This would further reduce pro­
cessing time for invoices and provide the improved internal control inherent in 
central receiving. 

WAREHOUSE INVENTORY - FAIR.BA.t'fl<S 

In our management letter of November 15, 1973 we noted that the warehouse 
inventory had increased approximately $150,000 over a · three year period . In tha t 
l c.:ttcr we made some suggestions designed to keep warehoused inventories at some 
optir:1um level. During l:he year ended June 30, 1974 an actual r eduction in inven­
tory was accomplished. 

During the yt:·ar ended June 30, 1975 the inventory increased approximately 
$80 , 000 to $1189, 000. Total withdr.:twals during the year npproximated $330, 000 in­
cicnting a turnover of some 17 months . This s ugges ts it would be appropriate to 
review the warehouse operations to: 

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

(2) Dispose. of obsolete ancl overstockecl items . 
(3) Analyze cost factors involved :in warehousing v ersus 

purchLJ.se as required of specific slow movin:; itc~s. 

CASH RECEIPTS 

Written procedures for handling c:ish rcccivl~cl by t he various department~ 
l•[ the Northern Rer,io n hnve been pi·opm:..:i~l nncl d.rc.ulatcd but arc not bej_ng fol-
1 ~'\" ~·<l by several departments . In general, deposits a1: ·..: not always 'iubmitted · 
1~ :t i.ly to the llnsiness Office :incl several dep~rt:ments wcr.:~ no t mnintaini.ng p1:opcr 
<1 .i .-t1 ::\~m tati.on to support amounts submitted . Dcfici..."!nci<\!; \h!rc also noted rn~;.?rtl­
i t~ :~ r c(un<l 'pn1ccr\uren . 
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Specifically, Cooperative Extension, Tanana Valley Community College, 
College of Earth Sciences & Hineral Indus try, and the Registrar ' s office are not 
d~positing cash received on a regular basis. Numerical receipts to support de­
posits are not consistently used at Cooperative Extension or Tana...~a Valley Com­
r:unity College . Several areas were observed in which small refu...1.ds were made 
without obtaining proper authorization or signature of payee . 

Cash received at Northern Region Business Office is receipted and often 
filed without adequate supporting documentation. Detcrraining purpose of non­
routine receipts ' is unduly time c~nsuming and often unsatisfactory . 

· BA!-n<. RECONCILIATIO)TS 

At year end the principal general and payroll bank accounts had not be.en 
reconciled for several months and the balances r~f lected in the accounting rec­
or.ds were materially in error. At your request, our staff co!npleted these rec­
onciliations. Errors noted in the process of reconciliation included unrecord<::!d 
securities transactions, bank transfers and bank debit and credit advices along 
,,•ith 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, 19 75. The raajor hold up .appears to be the difficulty in run­
ning the computer bank reconciliation pro8rrun. 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 procerlurc substantially in­
creases the risk of loss~s through defalcation and managarnent decisions bas.?<l 
on erroneous data . 

RECONCILIATION OF OTHER ASSET 

AND J...I/\J3ILITY ACCOUNTS 

A mm1l>er of asset and liability accounts arc maintained to record the 
Cniv~rsity's accountability for various amounts due to or from others, such .:is 
payroll taxes, employee insurance and retirement provisions and other miscella­
neous itc.11s. At any given time the balances in these accounts aggr~gatc scvera l 
h!.!ndt·ed thous~md dollars. In host organizations such accounts arc reconciled 
or ~ln:i.ly:~ed 9n a regular recurring basis, usu'1lly monthly . Such r!nalyses and/ or 
r econciliations are required so that errors can be dete~ted 011 a tincly basis n~<l 

so thnt items to be collected or paid arc effected as required. 

Reconciliations :ind necessary adjustments of such accounts ari:: not b.:!ing 
cf Ccctivcly completed b~ th .:: University . This has resu ltcd in a ~i tuotion where 
:; i t:nific.:int errors can occur without c1etectio:1 .incl matters r~quiring -col lcctioa 
l'I." oLhcr action do not com~ to the attention of the rcr.ponsible individual o~: cl(!­
i' ~trtm~nt. 

Attention to these n~attcrs on a r egular and timely bn!iis c;:in be prov.i.drnl 
l.or by priority schcdulinn of t<!sks by nclr.1illi:;tr~tivn p.::e~rnnncl. llow.:\vcr, wlwn 
the work is allowed to acctu:1ulutc, its n<::cot11plis hment is p:.n:ticul::irly diffi cult 
t·o d:£cct. 
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GRANTS AND CONTRACTS 

.rn an earlier section of this letter we have discusserl the problems in 
the administration of grants and cont1:acts caused by failure to provide a source 
of funding for pay increases effected during the year. In addition to thes e 
pr;oblems, we noted a general deterioration in the tit:lelincss and accuracy of 
gnrnt account ing records. Ex2npleg of i t e-.ms noted were: 

(1) Quarterly reports to the major grantor aticncies were delinquent 
during the year and at year end . Reports for the quarter ended 
June 30, 1975 were not filed until November and Decernber 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 hes been ignored 
in reporting to the agency. One of the grants (the i·1usk-ox 
Project) has cumulative deficits exceeding $60,000 at June 30, 
1975 and is presently spending funds at a rate which r.?ay 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 rep·orts to the foundation are re­
stated in such manner that the existence of the subcontract i s 
not disclosed . We arc 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 u1mecessary and unde­
sirable degree of exposure . 

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

(L~) One contract (Pipeline Archeology fund ed by Alyeska) was over 
expended $119, 000 without pdor formal not:i.fication to Alyesk~l. 
Alycska did fund t he e:.-cess after regis tering sor.1e Jism:ty; how­
ever, the fact that such overrun <lid not co:nc to the attcnt-i.on 
of appropriate personnel for timely action is indicative o( n 
serious control waakncss . 
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PAYROLL 

I .t is our observation that problems c<lused by basic system and procedural 
deficiencies in the payroll function permeate the entire accou:iting system and 
c~use particular difficulties in payroll liability and bank account reconciliations. 
The payroll system is being re- designed by SCT. Until such tf.me that a new pay­
r oll system is successrully implemented, many desirable corrective changes in 
other areas are not likely to be effectively accomplished. 

We place a hl.gh priority on successful develo praent and implementation 
of the new system. We believe that all levels of Univers i. ty administration r.mst 
constructively. support the implementation of the p\7ocedural changes in order for 
it to be successful. We realize that 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 , 
pro:nptly submitted) for generation of payroll checks for all levels and grades of 
personnel. The lack of such operating di::;cipline causes a significnnt nwnber of 
p.:iyro ll checks to be hand prepared each month . Accounting Services professional 
personnel have had extraordinary demands upo:l their time to accommodate the hand 
p.:iy processing. 

We strongly support the climinat:i.on of the bi- weekly and monthly payroll 
:;ystcrn. We feel the dual pi:!ymen t sys tern is an unnecccsary burden on eff cc.tive 
i ntcrnal control administration. We commend the Bo.:ird of Regents for authoridng 
C'lbination of the dual system as requested by the ad:ninistration. 

Prompt nnd accurate payroll prepnrntion is one of the most s ensi tive 
functions of any large organizntion . If strong enf:orc01!1cnt of r evised proccclur.::tl 
r equirements, as they may be ultimately established, by all appropriate Univet"s:l.ty 
~H~::1i 1:is tl·atorr; i.s not forthcoming , we arc concerned that: the success o E the new 
;.y:;t cm will be limited . . 
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SOUTUCE~ffRAL REGIONAL CENTER AND 

UNIVERSITY OF ALASKA - ~!CHOR.AGE 

The Southcentral Regional Center and the University of Alaska 
cuntinu ed to make significaat inprovements in accounting capability. 

Anchorage 

H.::.ny of the benefit::; of this in1proved capability have been lo::;t as a rc­
s u Lt of delays in receipt of processed data from the computer center in Fairbanks. 
The resolution of this problem is . dependent on the success of the SCT project 
ccntioned earlier in this letter. 

The Southcentral Regior. absorbed unbudgetcd losses on grants and contracts 
during the yec?.r ih an approximate amount of $60 , 000. These losses were the re­
sults of the following: 

(1) Provision for loss ou unpaid contract 
with State of Alas ka 

(2) Provision for loss on contr..-1ct .which 
specifically excluded rcr:overy of 
certnin expenses (these expenses 
were not otherwise JH:ovided for) 

(3) Net contract overruns on ..:ipproxirnatcly 
twenty contracts 

Amount 
(j1pproximate) 

$19,000 

9 , 000 

With regard to ~.tern (3) <.tbove, personnel at thl.! Southc:cntr.:~l Regional 
Cl· 11 t:c r :i.ttribute these ove'l.Tuns primarily to the unfunded salary increases dis­
n:~s l°~ cl in a prior section of this letter. 

Intcn-nnl control weaknesses obset·vcd durinG the coun.;c of ov.r nudit 
\:!li ch merit a.clclitional attention include: 

(1) So111c t1·::i.vel rt<lvnnc.:!f contim1e to be char2,ccl d:ixectl.y to an 
cxpcns~ nccount 1:nt)1 t'.! r than to the nppropriate rcceiv.J.hle:: . 

(2) . Accounts r cccivnble nnd s tudcnt loan dctaj_l records art'! not 
rcconc:i.lccl to the gc1wral ledger control on n r ci;ular bns:i.s. 

(3) Biel 1:equirrJ11cnt:s on purchnscw have not hcen ml!t in nll :i.nstnncc~ . 
Personnel i11 t:hc purch:.is :i.11g dcpart.11H.mt have .inclicntccl r:10st such 
departures wcrr.! tlw result of co1:c:1it.:r.1cttts made by individ11nls 
without following prescribed purchasing pr.ocucha·es. He ·were i n­
fo1111cd such individuals nrc being notified that !:hey wl ll be 
pcn;on:tlly liable fo r s uch c0mr.1:i.tmcnts in the CuLttr~ . l·ic sugges t 
evldt~ncc of: cur:ipli:incc with b.i.<ldi.n~ r c qui.l"l'1:1cnt!.l llCL!t1r.~;>~1I1y all. 
invo.i.ccs in L~xccs s o ( $2, 500 IJdnn prol~cs:::cd for pay!:1L!:1t. Sud1 
cviclcncc would consist of: 
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(a) a reference to the hid number; 
(b) a reference to a state or federal contract; or 
(c) a copy of the written: justification for departure 

from prescribed procedures. 

(l~) In our prior year 1 s managemi~nt letter we noted that fluctuations in 
gross profit ~argins for the bookstore operations suggested the 
need for a closer management review of the operations and more fre­
quent physical inventories. ' Our review of the current year Is oper­
ations indicate this need still e.."Cists . 

(5) Agency funds are those received by the University from stu<l1:mt 
'organizations and others for which the University acts as custo­
dian or fiscal agent on beha lf of the payer. Our examination dis­
closed that the major stud·~nt organization at Anchorage had "over­
drawn" its account approximately $40,000 . Discussion with Anchorage 
personnel indicated this deficit is being nude up in the 1975-76 
budget of the organization; howeve.1.·, the fact that the deficit was 
pel.-mitted to accu.11u.latc indicates a significant internal control 
problem • 

. (6) In August 197l~ t he University_ made a cormnitment to acquir~ equip­
ment costing $22,500 from proceeds of the 1974 G. 0. bond issue. 
1.1ie bond issue was not pai;secl until November, 1974. 

(7) Tite principles of good inten1al control require segr egation of the 
payroll function from the personnel department where the size o f 
the orgc..ni:a1tion permits . We do not: believe a satisfactory segrc­
gat:i.on of these activities ltas b een achieved. 

(8) Account ing control over contract activities in the Community Col­
l eges i s inadequate. In some instances billings on contracts ure 
recorded on n cash basis. In some :i.nstnnccs contract overhead e:-:­
pcnses l:enp.i.n.ed unrecorded throughout the y ear . Thc~e <leficienci. es 
in accounting control provide situat ions wh e1:.:! maj or problems muy 
go uncl e tccte <l until it is t oo l a te to t ak e corrective measures. 

The primary purpose of our letter discussing intcn1al c ontrol is to enable 
Lh.- :-:c 1nc11.viclunls res ponsible for m~nagcirent <lccisiong to uivc consideration to 
l'.••:.·:.· ec ti vc mcn:mrcs on m.:i.t erin l wc;.1kne:;scs cl iuc lo:;cd by our r~vicw . llccogni;;ing 
Lili!i \l::; t h e purpose of the letter , it s hould be ltnclC!'(';,t: o'od thnt limitin g the con­
t~:: :: to clcfic:l.enclcr; only ::;hould not be con~idcrcd to r eflect on 1:::;\11,>Lg e.m.ant cd:fl:!C­
l i\' 1 • 1 1<~:.;s . Further, it: s hould uc rceogni~cd that r.iutcri..:tl control \v\:!~knesscs may 
: .... tl luw~cl to continue for n va-d.ct:y of T.cusons, including : 



n ivcrsity df Alaska 
;c .::c ::~l>er 5, 1975 

·.:i. 12 
(1) An evaluation of the degree of risk compared to the cost of 

correction may make correction impractical . 

(2) The lack of acceptable. alternatives 1:lay rr.akc correction ira­

practical . 

(3 ) !he necessity to assemble particular talents or develop pro­

we have appreciated the assistance extended us by University personnel 
rl,.ring the course of our examination . He shall Oo pleased to discuss further 
\ :i ::it you any of the comments or recommendations included above . 

cedures may delay corrective action. 

• 

Very t .ruly yours, 

RAY KOHLER & CO. 

8 
(J . 
.( ;: -r-

,:r--~..J , . XJ c i.:..-~ <::,.<_-. 

'-Jean IL Schmitt, Partner 

' ' 

I 

' 

. . 
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Overview 

RESPOXSE TO 

1975 Management Le tter 
Pro\'idccl by Ray Kohler t, Company 

We concur the unusual bm·dcns indicated by the Auditors did further impact 
our already in~dcquate financial management systems . These factors coupled with 
nearly a complete turnover in personnel subjected the University to many crises 
during the year. Oiten production and decision schedules had to be altered just 
to cover the b?.sic tasks required of the operating systems and personnel. All 
of our resour~es were utilized in trying to remain operational and financially 
responsible. De\·c:lopmcnt of anr..lytical data for management on a scheduled basis 
is seriously hamp~n~cl due to the inability of the financial systems to react to 
changing demands. F.vcntually the information is reliable and available in the 
management forr:ia t i-c:~q u h·ecl. 

The autho1·ization of fund s from the Legislature and the contract for an inte­
grated .financial inforn1n ~!on ·system was the i.irst indi :ation of some possible relief 
to this impossible situation. ~!uch effo1·t has been utilized in developing these new 
systems during FY 76 a!'ld we wclcom<> Regent· support and attention to its under­
taking, 

~o?1manclatory Transfers 

The auditors n:rn\!;\lly co1:·, :~10.n l on t)i.:! nonmanclatory transfers even though they 
i\Cknowlcdgc that tlH: t1·a~1s:"t' i"S r.i:!cle during FY75 conform with generally accepted 
~ccounting principles fo1· Collc·p•'S and L1nh-c1·sitics. 

We believe the tl·ar~:i fC' i· s ~n· r.ooc.l busin ess p1·acticc ;mcl necessary to meet the 
sp~cific needs of th e Univl'1·:;i ty. Th e transfers Rrc detailed h1 financial l"E!ports of 
t!~ e L'niv e rsity and no ti·:1:1 :-.'.\•1·;-; ~:ldP without authot'i zation by the Rege n ts. 

: ~.·: ~!,~ c ting and Fund J~abr.ct• C:w!·ic·d f'o1·w?.rcl 

\\
1e acknowledge tli (· intv:1t of ti1is 1·ccomm0ndalion and recognize that sound 

:·. :: .-.::ci nl managemen t 1·C' ci uil·v,;; i'!: •' c:11·!·ying fo1·w;u·d of prio1· yca1· balances . Un-
:· :·:-.::i:1tcly , the tinH' schl'du :. ! ; :,· i· buc! t: l'l developments, closing th e fiscal ycm· 
:' .:: .i::c ia l records and th<' l::d c·:· t·l'.C'c ti·:c management systems p1·ecludc the inclu­
:: : :· :· p1·io1· y ear fin anc!:.! c: .~ : :, i n t!:I! cui-i-cnt \'.'c11·king budget pla1 . . Each cost 
.:·· :·.:··:· managc1· has the r1':-.:;1 u~~ :; i ! 1 i lity {, q· thl.1' fi~> ca l 1n-ogrnms of theil· area, \.:.•hich 
::·.: >. : . : ~--:; all prior y0ar, C\l!'l'v:)! y1·:u· :rnc! !·uturt~ yca1· ope1·ittions. 

The n ew financi;\I :-:y:;:, · :~ : ~ '':i !! i'':,l'::dl' fm· cu:Tcnt financial info1·mation to be 
:·.l11·c l'C'a<lily ;wni l;i!, :.-. : .. !. : 1 ~! c:r. -: c! 1 · \'el o;H~1l.!nt and financial planning. 

. . : .. ... "'l '-' - __ :__;·· ., " 
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thousands of dollars a year 
across 40 years of i ts life. 
in design has the potential 

PJ:int Funds , Pa1·agraph :±4 

in th e m~intenancc and 0pcration c~.'> ls of a bui lding 
Therefore , it is felt that ('Xtra attentlc!1 and effor t 

fo!' significant cost effectiveness savings. 

(1) The matter of reim'bursement of incurred costs such as travel, lodging, 
meals and supplies for Arch:tects and consultant conh·acts, because of th e detailed 
chC'cking involv.ed has bee:! of. considerable concern to the Planning/Construction 
Office. Many Architects have asked th;it the University shift to a per diem re­
irr:bursement pattern, a system used by the Alaska Division of Buildings. This 
system is under study; ho'.•:ever , because of the Ya riety of reimbursable items, this 
is not a simple matter to r esolve. 0ur re\·iew of this matter shows only a few 
instances wh ere additional justifica tion for exp cndi ture is needed. P1·esently, all 
contr<1cts require documentati.on of r eimbursables and is checked by three separate 
i::c!i\·icuals before payment. We w ill r<:!examine these procedm·es and in cooperation 
with ti':e University's Accounting Dcpartm<'nt will work to improve the handling of this 
typ<' o: expense. 

(2) 
11

In connectior. wit!• th l? architects changed responsibililies the 
t:nh·crsi ty h as dep<lrtet! fror.i th e .AJA Standard form of agreement. 11 

I: :·.:: :. : •l'cn n eccssaq· for th(· Cnh·crsity to depart from the /\IA Standard form of 
:1 ;· !'• ·· ·:: .. ·:~t between 0\1.' nc!· a:1d ~1·.:-hi feet. The i·ole of the a1·chitect is somewh at 
c! : :·:···!·L·:: : under Cr;npone;it Subsy:q~·ms P1·occdures and the /\TA , although working on 
.1 C' t'i:~::· : c t of this type, has not yet de\·eloped a standard fo1·m for the Subsystems 
1" ·

1.:t•. T!1c cont1·act p1·eser.tly usNl with :irchitects on Systems Buildings has b ee11 
c: :1·.- ~:• : by St.:~\'C Delisio c;t :~ d ~ce::1s to bt' working ra.th cr effectively. It will however, 
! . •. r:i\·,·:1 furthc1· i· c .... iew. On buildings and 1·cmodc1ing following ti·aclitional modes 
c : : ::·:\ c : .~ \' (!1·y sir:1il ;,r to t~e :\!:\Standa r d foi·m r.re used. An atlempt is made to 
(; ... ,.,.:,.,:) ~ con ti·:ict tbat \•:ill f~C'ilit1! 1' the· b<'st clc:,sign for a project. If the 

!' !' . ·" .: : it~\·oh·es 2 \' e1·y c n:::j)l l·x c:l.·f;ign thc:1 ~llo\':c:tnces in fee a1·c made to give ext1·a 
:1: : .. :::: .1:1 to that pa1·t:n11.11· p1· -.1~!.~:~~. R<'~:l1·c!ing the overhe<td mullipli<~r , we n ow 
! · ·l ,·: v :>hould 1·L"tu1·:1 tn :~ ~.O r:i~:ltipli < ·1·. 

0) "We i·cco::~nl(':;c t :~ :'< t lntv1·n:d :'.ia:it , h p ;11·licioation with 
c!isbm·;,ing func ti o:1 ~ :'v!' cc11~:.:tn; c t:n:~ lune! ~. '1 

~ '. .. :, y L·:· the p r esent di:.:n::·::::~;.: 1\:::...- : in:1 :; !: ,1 -.·c bl.'C':1 dcvc·lof)ecl in coopc1:<1_ti9n with . 
. : : . .. '. ':: ! \'l.'l'Sity' s /\ccoun~;::,: (' :·:·:.:,., 'J lh· !1'.:1:1:1in~ 'Cons tn1C't ion Office weJcomes and 
.. : ' ' n 1 :>;)('1·ate lo b1·in~'. :1~· . .:- ::~ :my i::1 !1:·,,.,·,·:~·~'!l l !..: in th cf. l~ n•n t1·ols ;ind p1·oceclurcs. 

"In ndditio:1, w ·.' :;uq·,• .. : t!: .\ : !: ·.1,•nul /\11clit , in pa1·ticip~tion with 

Ct qunliCi ed enginr·c :<:; [: :'::·::· .. Ct'':. c!\:C: :t pil11: s tudy of SL• leclC'd constn1clion 
• pi·ojc•cts, to c\',\lu<1'.·.· t:h' co::t l':·:·,·c t :'.·1':1l'!.i:; of the c:on:::tn1clion pl'og1·J111. 11 
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projects i_f there is delay; in those cases proposals and letters of 5.ntent must 
sdficc in order to proceed with tbe work. Certainly we must find ways of 
f::1alizing contract docu!'Tients. 

!·: r.<lowm en t Funds 

The stewardship and care~ of. endowment funds by members of governing 
bon!·ds , including permissible in\·rstments is under review nationally. There 
is •~ model Act. entitled "Unifon:1 :-.~anagemcnt of Institutional Funds Act 11 being 
co:1::idere<l nationa.11y. The prcf actory note to that Act is as follows: 

"Over the past several years the governing boa1·ds of eleemosynary 
institutions, particularly colleges and universiti es , have sought to make 
mo1·e effe.:.:tive use of endm•:ment ~nd othcl· in\·estment funds. They and 
their counsel have wrestled with ques tions as to permissible investments , 
delegation of investmen t authodty, and u se of the total r e tur n concept 
in investing endowment fur.ds. S tudi c:'s of the legal authority and i·espon­
sibility for the mangement of the funds of an institution h.tvc pointed 
up th e uncertain s tate of the ];w,1 in most jurisdictions . Tbc1·c i s virtua lly 
no statuto1·y law r egardin g tru s tees 01· governing boards of eleemosyn ary 
i 1~s titutions , and case Jaw is !ip<:n-sc . 11 

••• "They conclu d ed th at ther e w2s 
lit tl e deve loped lrtw but th~t l q~:d i1:1p edi rncnts which have been th ough t to 
c!c-rn·h·e managers of thc i1· frccclo1:1 of action appeal' on analy s is to be mo1·c 
l1';; i:·ndary than real. 11 

. :.1 .t: t fui-thc1· s tales : 

'·i· :: r· 
1

u sc . benefit, or purposcs 1 of an i11s lilution broadly encompasses all of 
. :;·_,. ;1C" tivities p e rml°llcd by its ch :1 1·1c 1· or other source of authol'ity , 11 

! h ,·l : 1.·\·c th at the pas t ac ti o:1s t:1kc·n b y th <.: Rcgcn h~ !'o u se endowment funds 
•· : .. ;• 

1·· :1 ry source of moni es w flC"Cllih·i' 1wopl.' rtr is approp l"i a tc and indicates 
:; :

1

·:· '.0n t. Thc~;e fun ds <\ l'l: in\'t' ::'1 \'cl foi· vnl'iabl c pci·iod r; to obtain nw:dmum~"· 
· : :" ·: :!·n a nd r.afc ly of princ.:ipn l, cor:•!) in <•d \\'ith s u((icit•nt liquidity to p c1·mit 

. . " . . : ·. · ·:· upM-;1 li ons. 

. .. - -. _.. .._ 

.1:. 
: ' :·. : ,·o:;cu1· with lhc f(•con~ 11:t•1 :c: ;11i<•:' r. of t he J\uclitoi·s <ts th c it· commcnl!i 

: ··. :· .. • i:1 C'oncC'p t. Th\! ClllT1't1l l'C"Ol'\O ?~lic !ii tuati0n :-incl govc:1·11111c'n1 a l Jo;i n 
: ··" " 1:.:ic!1' Fc..clC'nd :-ind S tatt· 1 \•.ti:~: 111m·1.· :dtt·ilc th-c· thl'ln tho~: l~ i\V<til <1blc 

: .. .. 
1·1·.: i1r. \\'c s h onJ,l n ot c? i:::: ip:uv lh1· lo;\11 pi· incipal :is the tim e· may 

• · ' : : · . 1\ v1· .•. 1:\· !;tud C'nt will 1101 !"· .1 :; :\ : 1'l111•:H a:; at JHl'SC'nt and the1·1· \\'ill 
· : · ::: .. !ti ~• tucl<:n l ;; \\'l:o ca1::' ' : 11 1•1 •: th\! F~dvi·al a n d S tale pruvit:ions . 
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J3ank Reconciliations 

Timely reconciliation of the pdncipal general ancl payroll bank accounts has 
been a problem for several years. Durin ~ the year under review we had problems 
with getting accurate and timely data from the banks and fell way b ehind on our 
reconciliation schedule. As a r esult we co:;trac tec with the audit firm to assist 
us in getting our. accounts in ordc1· . The reco:1ciliations were accomplished through 
the audit pe1·iod, but we again fell b ehind schedule because of: 

1. Checks and parts of several months' statements were mjsplaced by 
several banks. 

2. Some magnetic tapes prepared by the banks for the reconciliation prognuns 
were erroneous and all of the d~ta had to be corrected. 

3. Recording of pay1·oll handpays ancl Yoids was not timely, 

.J. Failure by an outside keypunc~ ~ervice to encode cancelled ch ecks 
within the planned time sch ed.., le delayed the r econciliation. 

::>. Problems in running Rncl p1·ocessing bank reconciliati on programs 
within the computer ccntc1· . 

:\il lmt one of th e accounts arc on ?. ct:n· ... nt basis . The one account is 
\::•!· t· : ,,::ci lccl since August because of ins u'.:"ici('nt data from th e bank. We hope to 
h.:-.· " t: .v 1:1i!;sing data in Fcbrum·y ancl thc :i all ~c.coun ts will be brou ght to a current 
1, ., .. : :·. The pl'oblems with the co1;ipu lcr c en tc i· h <:<e been solved as a l·esult of im­
!""",.' " ? 1~ 1:\ n at,;cmen t pract.iccs instituted by SC:. 

~ · .:..·_• ....:.: . '. : . ~ :: 0:1 of Other Asset and Li abi lit\' :\ccounts 

'.·: .. c 1>:1 c m· w ith I.he comments of t!H:: . .l.ud i:Jl". High tu1·nover of pc1·sonnel and 
t :: .. · :1i· i11!·ity gh·en to gct!'ing p ~oplc p <dc <1dve!·se ly a(foc tccl this function of olll: 
1 ; " " .. : :. :'. · · • nu l'ing the past two month s •~ (: t!'.:'. n :rn1 effm·ts h ave been made to get and 
; . .. : 1 : ,: ,. . :1 c~· ount s r.u1Tenl. Our cffoi·ts !:;\'. e i·cs uitccl in a reconciled status for 
:-. .. ' <-. ! . .• : : r. : 1:1c <lccounts ancl a pl:ln to !;Ct t!H: :-:~ all cul'l'ent e ffecti v e with lh c implc­
:"i ·:-. : : . " 1 :· !l: v n ew financial s y sll' ln . 

(> : : • .- : :. '. r · n :\ ll':1Ct:=; -- - - - ... ·---·-

... .... 
· :.o · .. .. : : :"; hci· c::ises foi· cmployl'1.' S !1.:nc:,-. : !·l'o::i \.!11l'l!Sll"ictccl funds applied .to 

·· : : ' '. -.· 1 « · :~ f-.::1dN\ from i·cstl'ic ted fu : ... cs h a;· ::- 0 ~·iou~~ 1y imp:1cl('(1 the budget plans 
· · '. 1; ~ '.: : ~ t and conti·act fund s :: :: ~! 1:11.• ;11· 0:-: 1·;-i1~1 accnmplishme ntr.. Du1·ing : : 

· · " ·: ... •' :<: '. ::q• inc1·casC's amnu:~:c: c : to 0·:L·!· 21 ~. :md th e:- laq'!; cst pcrccnt~gc was 
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University Office <t:-!d co:'l fi rr.is t:1at this positi on was discussed and approved. 

Dr . Kings' i·ep ly of J /2~/7-l apprv\·es the requested changes and emphasizes 
t!1c requirement of revo!·t:r.r: :I) 1:-:1• m in the c ;1 :·"' r;ories as listed on the annual fisc;t] 
r <'port. The audito1·s qut: .. ::c. : -: e~ our repo1·tin g procedures, but this was done at 
1:-:c request of the Kclior.g Fo·.1:iC:ation. Since their approved budget included the 
salaries , benefits and o:i-:c.-r sup;:rn1·t cos ts of the liaison position under those 

categories in our budget , we J.!·e 1·equircd to repor t the costs in the same manne1· . 

Copies of the mcmora11c!ur.i of agreement with the Alaska Native Foundation, 
;!noroved as of May , ]. 97~ anc i·~cllog(! Fou:iclations acceptance of our financial . . \ 

i·1·po1·t dated 2/7/75 were iun::s:1 e<l to the auditor an d we thought the questions 
l:ac! been resolv ed. 

The late billing of g1·an :s ;!nd contracts is discussed above and was caused 
1, .,, L' ::iployee turnover and i·c :!·c:.c :ivc application of salary increases. New procedures 
h: .. \'l! been installed in the d l·:).: !·:::icnt in cludi:1 ~ c. control ca1·d for each awanl 
"' :~: :! :ning all pertine11t dctai! .s <: :; well as a calendar oi due elates for all billings 
:- :: c: financial reports. The i:~ s ! n ll<ltio:l of these procedures h a ve resulted in the 
i:::;>!'O\·crl timelin<:> · of billin g ::.;; l"c•mai·ked by th e audilo1·s. 

The Pipeline Archcolof!y c<·:: l!-;1.:- t \·. · ~:: a unique project that required a g1·eat 
:i:·: .. :::-.t <' f flexibility iu brin g :!!.:;• >::t it.s :1c c c-. :-::i)lish1~c11(. The ovc1Tun in Lhe contract 
.,. ,; •. :·: \· to two faclorB that \\'L'l'<' 0ut ~;:c! c· the con~1·ol of the University. The 

: •:: ..:. ::.· l'i ghl of way was unc c. ·.- ~!· :cg ."1 1; t::1usual number of prehistoric native sites 
1·.· . .. :·: : :,~ an increased num!:>c!· c: :· p P 1·~o:rn c l on this p1·oject (including a l;u·ge 

;

1

• : -. ··::: :ir: c· of University stud e:~t :: ) to b :t-p <:h ead of the pipeline con s truction and 
: .. ! . : . : .. ?·:·~1·c with its progrc:;~ . Th v 1·l'.· ~c: · e , l ~e inc1·c<:scd cos t of the project was 

::-.: : • • :": 

1 ! u t~ lo the laraer num:' e!· 0 !· P<'Oj'l!e c·r. gaged on this proj ect than originally . . . .. . 

:".:: .. 1· t:1cse sal;wics \\'c1·c ;1 ... :c! , \':\· wc i· l~ i1dviscd that the students m'ust be 
p.: :, : . . . 1:-. n ·:m·tiJnc rate fm· tb ... L'~: c v ~ :~ h ~:: 1· s 0 \" £'1' -~O hours pe1· week , since they 
•.· · : • .. : t .:"i~pt personnel un C:l·i· ::~,. Fa:1· L:>.!:loi· St 2..:1cl:wds /\ct. This additional 1
·: :" " : ." :: l'(·S\tlted in the :o:;. ! l'~:\ l':--s c: o.:; t s . 

,. : ., · : •\ c:id express dist:: r\y . b::~ :::v:: .1.: ; ~ n owlcdgcd the fact that they had 
: · : .. : :: 1 :~c1·ca s c:d member c! :1: 1'1•.: .:1-.: !; l. o:· d i :-;crivci·ing m01·c p1·chis to1·ic sitC!s 

· : .. " .:• ·. :. The Univc1·s :ty w1•:1:.: l::, ·: v !.>.::·l·:1 \'\:lr~01·abl c to criticism if it 
.. ' · ' :;-. . constn1ction o:· t::l' p : ;,,. ~::. (· w::i !\' n 1.:gotialhg each cxtcn:iion of 

' ' 

·.-. , . .; :. ~· : :· "':it! : the comnh~ t ~ : :: d t::t· .·\ud i:cws . The p1·oblc ms n:;soci<ttc:cl with 
1: :

1

• 

1 
.::·:" :·.: ; .. ·, :"·!l !))'occclui-c~s h:>.\'l' p·.·:·: :·.t·.-.. t .. c! t!:n l:1ghuut our financial systems 
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7. 

was mac!c to p~:rch<!sc the equipment in August 1974 in order to take 
advantage o: t:1c o:->pm·tu:itiy and in anticipation of the 1974 GO bond 
issue. 

The scg:·c~;at: c: :~ ci ~ t!1c pay»o!l function from the personnel department 
has been t::;c!c·i· i·cvicw. Co:u;idering the problems we have had with 
payroll the coo?!.!l","\ th·c C'ffo1·ts made available because of the attach-
ment of thi s O? e ?· .; ti o:1 to the Personnel Office have been veqr beneficial 
to both opcr<?tic•:is. ·As soo:1 <!S adequate ':'esources are available chanr; t::-. 
will be made to brtter s;itis:y L~e internal control requirements. 

8. The staff >·cso-.::·c ~~ in the ccnh·al service a1·eas have not been adequate 
to properly su?:'m·t the outlaying community colleges . The development 
of the Rural Ec.:-.ic<?~:o::;d 1\ff,,i:·s a:id its related financial support unit 

will provid e co\· n :· :1~: c foi· this internal control weakness. In the mean­
time each scn·:c0 a:·1..·a wil! pi·ovic!e as much support as they can to 
assist these fa~: tzrnwing operR!ing areas. 

\\'c appreciate th0 co ::11:·.c·1:t:=; and suggcutions of the Auditors and will take 
!' :·· ;1:· to correct the inten:::l co:1t1·ol wcak n 0ss where the materiality of the deficiency 
:· . · ··:· :nusly affecting th e o;H·i·;i t'.ons of the L"nivcrsity and 1·csourc,~s a1· e availab le to 
1:· :·'..-: · ··nt snch correcti\"t:.' ::c t: c• ::. 

' ' 



THE PRECEDING DOCUMENT(S) MAY NOT FILM 
LEGIBLY BECAUSE OF POOR QUALITY OF THE 
ORIGINAL. 
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NEED FOR Cl'/ING 

Aiaska. Your ~ift to t·hc Lini\'ersity of 
Foundation is an invl•st111cnt in ed11c:ation - one 
of the most )Hl\\'t•rful tools for the survh·al and 
t•ontinued c:n•ati\'ity nf 111an. 

A gift to liigh1•r ed11c:atio11 c:an 1m"·iclC' for 
h111li11ued C'~<'l'll 1 •11t·1• in teaC'hin,l!. resvarc:h and 
pnhlic: srrdL'l'- :\ t tli l· L' niwrsity of' Alaska h nl l1 
larl!t' and s111a ll gif ls t:a n lw din'C.' lt•cl lo thnsl' 
prugrams wlit•n• adtkcl I i11a11dal support is so 
lll'l't'ssa ry to prni:,!n ·~'· 

Your gill tc1 liiglll'r ccl11c:atio11 c.-.111 lll'lp 
:tt·c·o111plish thc•st• Sfl•'l'ia l ) .. (Hal.' i11 spc'<.' ilil' an•as: 

• P ro\'id1· sd111larship!-. l11r ne·t'd~· and 
dPo;c·n·i11c 'l11d1·11t-. at 1•\'C'I'~· lc·\·1.J. 
• '.\ lai11tai11 a11d lurll11 •r n•s1•an•li lnr 1)11' 
l>1·11C'I it ol 111a11ki11d. 

• 111-l p In prm id1· " '''' pl1~ · ,j1 ·:d l:l<'ilitic•s lqr 
':1ri1111s di"·ipl i111·'· 
o l'rn\'icl1· l1111ds lo l1ri11l! 111:1sle •r lc•at·lwr' 
" ·i1li 11a l i1111: d a11d i11lt•n1:cli1H1;tl n·p11talio11' 
111 tlw 1':11111111' let pn•,e•111 llwir "i"l11111 t11 
't11de·11h i11tl1e • 1·la"11111111. 
• l '" l\0 icl1• l11r 111•1•d1 •d n·l1·1 1•11 t•e· :1111 . 
:\la,k:111:i ""'" ' l11r 1111 • l 11ive •r,il\ lil1ran . 
• l 'r<•\ ide · le111d lh1d '"Phi,lil':ll1·d le •:wlii11l! 
111 ;tlc·riu1' :111cl 1•1 p1ip111t·111 tll'( 'no.::ir\· 111 
111ai1ilai11 1111• , 1;111d:in l nl 1•w1•ll1·1w1· i11 
l1·:1 c · lt111~. 

• l·:111 ·111 11:1l!e'\l1tcl1 •11I l'f'l'.iltdl\ .1 11tl i11iltali\ '1• 
Ii \ p 111\ idi11~ pii1c· , 1111 1'\l'l'll1•1w1• 111 llw 
'' '' fl• 't' fi \ e• :11 :td1·111 i(• di,1 1plilt< ' ' · 
• '.'dainl ai11 II..- q11:olil' 11l 1111cl1·1 c 1;1cl11;il1 · 
" tl1 I, :i11d :: I 1111 · , ,111u· li1111· h11ild :1 lirt11 
l11111icl :i 1l1111 1111 , 111·11cllw11"cl 1\r:id11al1 · 
1 111·~ 1 .1111 , 

• l'1t l\'1Clo · l11111I' 111111•11111 l.w1t lt\ 1111 ·111lw1,, 
, 111d1·11h , ' lall :111.I 111111 •1 1!1•"·1\1111~ 
i11olh 1d11.1k 
•l 111 1\0 1cl1 • l11 r p 111d1:1\1' nl ' l11 •1•1:tl :\1;1, l .. 111 
1·1oll1 T li1111 ' 1111 1111· l ' 111\1 •1\i l\ 111 .\l:"l"1 
\1 11w1 1111 
• ~11pp111 I ' p1•e ·1al 1u111•1 ;tt11\ .,f 1111 • 
t 111\c ·t , tl\ 111 ,\ l.1,ka .\111 111111 \ "cwi:i111111, 

PLA NS Fon GIVING 

•
Gif Is From Income 

Annual gifts from inc:ome can aid the University 
of Alaska and at the same tim e reduce c:urrenl 
inc.·ome taxes fo r tlw donor. 

Capital Cif ts 
Tax ad\'antagC'S of ll•n ace rue wlte11 tltt• 

inclividlla l gi\'es real estate, src:11rities or utl1l•r 
property which has appn•c:iah·d in value'. In till' 
ca~t· in which lhl· donor prl'fers to realize a loss. 
tlw ilt•111 o l propt'rlr slwukl ht• sold and tlw c:ash 
g iven to th<' Fou:idation. 

7'esto111<111lar11 Trust 
This pla11 is d1•sig111'cl for tltt• donor whn w ish (':-. 

lo pro\'idt• for 1111•ntlH·r~ o l Ir is f'a111ily d11ri11g tltl'ir 
lill'linlC'.\ ancl at tltt· :0.:11111• ti1111• 111ak1• a l!ifl of tilt' 
n·111ai11dl•r te1 tlw F111111datio11. This 111l'lltod of 
giviitl! of t1•11 prndm·1'" ta-: ath-a11tagc• ' In 1111' 
:- 11n · i\'11r~ llilllll'd lit tl11• t'Sl:ll1•. 

I rn'1'111·11/J/1• '/'rusl 
'1'111' irn·, ·111·alili· lnt't lta., 1·1·rtai11 s p1 'l' ili1· 

ac h-a 111 a \!I''· Tl II' d e 111111· 1 ·:11111111 111a k1 · <·h:1lll!• '' i 11 a11 

•

irrc•\'et{':tlilt· lrmt e1m·1 · 111· ha, w l ii 1q1. I let\\ 1.,., .,., 
1111' l!ill pn·-.1·1il1·d II\· lh1• irr1 •\ 11t·ahlt · 11'11 ~ 1 (e1 llll't 
tlt;111 t:111g ihl1 • peH111 1a l prnpl'l'I\' ) 11 .. 1y 111 · 
dc •d 11e ·l c•d lrn111 !ht• de111qr\ l:L\: dil1 • i111·11 111c• i11 1111' 
~· e•:tr ill wl1id1 llw lrn., I i' e·11 •al1·d. li111ikcl Ii~ 1111' 
1•\!1•111 111 1111' r1·111ai1 11 le·r ittlc·rnl "ltie·li 11ll1111a lc ·lv 
\\ ill p:t" let 1111 · l ' 111\ l'"i" 

/ ,i/1 • /111·11111r /'( 111s 

' I l1i ·" · pl:i11.' pt11\ iil1· 111 .. cl111111r "illi .1 li k 
irn ·11111 e• \\'ill1 tl11· pri111'ip:tl 1d 1l1e· l!ill 1111i 11 l! 1111111 • 
F111111da1 i1111 :ii 11"' 111111 · e1I Iii ~ d1 .. 11lt. 

( :;(1 : \111111ifin 

:\ l!Jil :1t11t11tl\ j ~ :111 :11',IC'i'lllC'lll lit•[\\ 1'1'11 tl11• 
i1...,lil11li1111 :111tl llw d .. 11111 \\ li1 •1C·I" llw cl1111111 
!'\lll l ti l11lfc •' :t \.!j\ I' ll \11111 pf (':l\11. "l '! ' llt'ifit•\, Ill 

1dlu·1 pr1 1111·rl\ i11 1C'l 111 11 101 1111' I'·• ' 1111 •111 111 l1 i111 . 
01 111 :i lu •111•fic •1:11\ 111 1 Ii \ • d i111 ·111111· l11r ld1 '. '1'111 • 
p1 tt ll'ip.tl ;, 11 ·l1 ·;h1·il :tf. ,,111111 " l.i 1111· h11111d :i111111 
:11 1111 • d1 •: dli 11 1 tire · \ll l\1\1111~ lw111'twi:11\ 



Gift.~ U!/ Life Insurance 

The donor mav benefit the Foundation through ~ 
a gift of l~fe insl;rancc. Many pcoplt' who wou. 
find it difficult to lllake a brgt' cont rihution to tht' 
Foundation can realize their desire through gifts 
or existing ins11ra11<:c or ll('\\' insurance taken out 
for this spt'l'ific purpose'. 

Gif I ,,,, 13t'l/llC'SI 

HPgardlt'ss of thl' sizt• nl !ht• L'slalt'. th(• heq11t'st 
is tht• most popular ml'lhod of making a larl!t' gift 
tu tht• Fo1111datio11. Thi· lax sadngs ma\· lw 
;;uhstanlial in th1· cift h~· hPq11t•\I. 

Tilt·: l1:\ l\ 'E H~ITY OF 1\L:\S~.\ 
FOl ':\DJ\TIO:\ 

'1'111• l 111in·r·•ily nl :\la.;ka 1;01111datio11i.;a11011-
prnlit t'1 1rporatio11 1•'\tahlbl11•d i11 IH'i·I 1111ckr tl11· 
law~ 111 tl11· Stall' ul 1\laska . It opt'ralt'\l'.xdu~in·I~ · 
lnr tlw h1·11l'li'I ol lht• l ' 11i,.,.,.,jt~ 111 :\fa.;ka and lw' 
li1•1•11 d1•'il!11at1·d h~· lht• Board 111 ll 1•(!1•11h ol lht • 
l 'Tlh "r~ih• 11l Ala:. J..:1 111 '11lil'il. rt'< '1°i\'I•. luild and 
r11a11al,!1· I 1111d~ :1111 ! prnpnl~ 1111 lwl1all ol tlw 
l '11iq•r.;ily . 

II ~ 111t•11illl·rs a11d 11l li1·1•r' l11·i11u :1 " ·id1· rn11l.(1 • 1d 
1111:-iiH'~' :t11d pr1ilt •,,irn1:tl 1·\1H'ri1·111·1· a''' 1•11 ; 1 ~ :1 
l1ii..: l1 d1•1.!n•1 • nl 111oli,·atiu11 :111d <·11111pl'lc•11t·1· A 
tl11'i1t'll11rh1111lwl1:dl11l th1• ach:i 11t •1·11w11t 11111'9' 
l l 11iv1·r,it~ . Tl11 • F11111 1da1i1111 \\ill lwl1:qql\ l11lia\1• 
:e q11alil i1·d n·pt 1·w1ll.tl i\" di,1·u" "ill1 '1111 y1111r 
li11:11wi:il 'il11:eli1111 :1111 1 lc·ll , ·1111 ll''' wliat 1·1111ld '11· 
at'l'11111pli,llt'd l11r tli1· l 11i\ 1·r,il\ :11111 \1111r,1·ll l1\ 
I 11111 i.:ifl. Tltl\ dt\1 '11\ ... 11111. 11l 1·111th1·. \I ill 11111~1111 
lllHl1•J' 1111 11ldil.(;tli1111\\l1;ll1 •\1 '1'. 

11'111 l111llw1 i11l11r111ali1111. plo·.i ,,. \\ 1111· 
l '11i\l'f'\ll\ 111 :\l: l\k,1 l•1111111l.tl11111 
I ' < > llti \ 7!1 
l ' 111\ 1·f\il \ 1d :\l:t•,l, ;i 
l.'; 11rl 1;111k '. \ l:i , l,a !1!17111 
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SELECT COMMITTEE ON EDUCATION · 

February 18, 1976 

Mr. Michael Bradner 
Speaker of the House 
Alaska State Legislature 
Juneau, Alaska 99801 

Dear Mr. Bradner: 

(907) 465-4951 
or 

(907) 465-3729 

The Select Committee on Education has had HB 619 under 
consideration. A Majority of the members of the Committee 
recommends it Do Pass with attached amendments and recommends 
it be referred to the Finance Committee. 

HB 619 provides for the construction of high school 
facilities in all villages with more than thirty students. It 
is the Administration's first-pha.se answer to the Hootch case. 

All costs are estimates, based on 150 square feet per 
student and $200 per square foot. The Department of Education 
considers both costs and locations in the bill as only guide­
lines for Executive Branch action. Previous rural school 
construction has consistently exceeded the amounts authorized · 
by bond issue, but the Department of Public Works hopes to cut 
the $200 per square foot figure by changing the bidding cycle­
and stay within the budget . . 

The Committee considered allocation of funds by regional 
education attendance area{REAA) rather than by village, but 
in view of other pending legisiat.ion dec.ided to leave the bill 
in its present form. 

CHP: jah 
Enclosures 

Respectfully, 

.Charl es H. Parr 
Chairman 
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Mr. Speak~r: 

COMM I TTEE REPORT 

H 0 U S E 

SELEC'j J0"1r·tr'l"l'EE 
OF E;'liJC 'l.':!"IOtl 

has had 

Date 

under consideration . A Major i ty of the members 

recommends i t DO PASS 

recommends i t DO NOT PASS 

Fil~ANGE 

of the Committee 

( X) recommends i t DO PASS WITH ATTACHED AMENDMENT(S) 

( ) recommends i t BE REPLACED WITH cs FOR AND THAT 

CS FOR DO PASS 

( X) "and" recommends it BE REFERRED TO THE 

COMMITTEE 

repo rts it back WITHOUT RECOMMENDAT I ON 

"other" 

Member s s igning th e M a j o rlt~ r e port: 
,. 

/ 

~~-,~~~~~~~~~~ 

_,.J ., ~ I ,. 

,. 

Membe r s NOT concurring in th e Majori t y r epo rt: 

rec:)rnmcnds: 

recommends : 

r e comme nds : 

recolllmcnd s : 

r ecomm en ds : 
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HOUSE BILL NO. 619 

Introduced: 1/19/76 
Re ferrec: Heal th, Education & 
Social Services and Financ.e 

BY THE RULES COMMITTEE BY 
REQUEST OF TH.E GOVERNOR 

~~tJ 
" IN THE 1EGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - SECOND SESSION 

A BILL 

6 For an Act entitled: "An Act providing for the 1issuance of general obliga-

1 tion bonds in the amount of $19 , 900,000 for the 

e purpose of paying the cost of constructing rura l 

9 s~condary school facilities; and providing for an 

10 effective date." 

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

12 ~ Section 1 . For the purpose of paying the ~ost of constructing rural 

• 13 secondary school facilities, general obligation bonds of the state in t he 

14 principal amount of not more than $19 ,900,000 shall be issued and sold . 

• 

15 The fUll fait h, credit and reso~rces of th& state are pledgeJ to the payment 

16 of the principal of and interest and redemption premium, if any, on these 

17 bonds. These bonds shall be issued under the provisions of AS 37.15 as 

18 those provisions read at the time of issuance. 

19 * Sec . 2 . If the issuance of the~e bonds is authorized by the qualif ied 

20 voters or the state , a special fund oi the atate to b2 known as the 1976 

21 Rural Secondary School Construction Funct shall be esta~lisl1ed, to which 

22 shall be credited the proceeds of the saj e of the bonds described in sec . l 
23 of thts Act except for the accrued interes t and premiums. Tllere is appro-
24 

priated from the 1976 Rural Secondary School Construction l~nd to the 
25 Departm~nt of Education the amount or $19,90C, OOO. Unless r 2allocation 

u among the projects is determined to be necessar y by the goverror, the 
27 

proceeds o: these bonds shall be allocated in accordance with tile following 

~ projects an~ estimates: 

Location Amount 

- 1- HB 619 



I 

. I 
2 

3 

4 

5 

6 ' 

7 

8 

9 

10 

ii 

12 

IJ 

1-1 

15 

lo 

17 

18 

19 

20 

21 

22 

23 

2A 

25 

26 

27 

28 

~~ 
Manokotak ~1 <nn . nnn .L t -li.J __ ,V\Jv - \ 

New Stuyahok 900,000 ; 

Ko!'lgiganak 1,050,000 

Akiachak· 1,260,000 

Kasigluk l,li0,000 ""° fj 

ls~1 
Kipnuk !170,000. 

Kwethluk 1, 7'(0,000 

Napakiak 960 , 000 

Napaskiak 1,020,000 

Quinhagak 1,170 , 000 

Tununak 1,080,000 

'\! Nunapitchuk Cfjs~uJJ-r 1,290,000 

Kalsl<ag 990,000 

Ambler. 930,000 

Noatak 770,000 

Stebbins 1,050 ,000 

Pilot Steition 1,050,000 

Kotlik 1,230,000 

Angoon 500,000 
No r /--1' "" ~ ..Jp-ol ~~ 

* Sec. 3. If the issuanc~ 'f these bonds is authorized by the qualified 

voters of the state, the amount of $69,650 or as much of that amount as is 

found necessary is appropriated from the general fund of the sta~e to the 

state bond committee to carry out the provisions of thls Act and to pay 

expenses incident to the sale and issuance of the bonds authorized in this 

Act. The amounts expended from the appropriation authorized by this section 

shall be reimbursed to the general fund from the proceeds of the sale of 

the bonds authorized by this Act . 

* Sec. 4. The amount withdrawn from the Public Facility Planning Fund 

29 for the purpose cf advance planning f'or the improv{:ments financed under 

HB 619 - 2-
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I this Act shall be reimbursed to the fund from the proceeds of the sale of 

2 bonds authorized by this Act. 

3 * Sec. 5, The question whether the bonds authorized in this Act are to 

4 be issued shall be submitted to the qualified voters of the state at the 

5 next state general election and shall read substantially as follows: 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

Proposition 

State General Obligation Rural Secondary School Construction 
"'Z--tJ ' 'f-'~IJ( L~ 

Bonds ~19}9~o,ooo 

Shall the State of Alaska issue its general obligation bonds in the 

pri ncipal amount of not more than $19 , 900,000 for the purpose of 

paying the cost of constructing rural aecondary school facilities? 

Bonds Yes [ ] 

Bonds No [ ] 

* Sec. 6 . This Act takes effect immediately in accordance with AS 01 . -

10.070(c). 

-3- Hl~ 6 19 
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HB 619 
HB 620 

H 0 USE 0 F REP R .E SE ·NAT IVES 

MINUTES 

SELEC;J:i COMMITTEE; ON EDUCATION 

February 5, 1976 

All memne·;·s p1•esent: Parr (Chairman) 
Hackney 

Hackney 
Ostrosky 
Davis 
Swanson 

Testifying: 

Wallis 
Osterback 
Beirne Sullivan(arrived at 4:15) 

William D. Thompson, Director, Management 
and Finance, DOE 

Richard A. Holden, Deputy Commissioner,DPW 
Senator Frank Ferguson 
Chris Roust, DOE 

Chairman Parr called the meeting to order at 3:05 PM stating 
that the two bills before the Committee were HB 619; G.O. 
bonds of $19,900,000 for rural aecondary school facilities 
construction (Rules/Gov.req.) and IIB 620; G.O. bonds of 
$10,011,300 for rural school construction, repair, and im­
provements (Rules/Gov.req.) 

Senator Ferguson spoke first. He said the Senate has been 
working on similar legislation with the possibility of offering 
a committee substitute. The idea is to have funds go to 
Regional Educational Attendance Areas (RF.AA) Boards and to 
have them set up priorities instead of the legislators; 
allowing for more regionalization of government. They were 
also looking into the possibility of grants being made to 
REAA Boards (under SB 586) allowing them to have more input 
into construction ~f facilities in rural areas. 

The Committee questioned Senator Ferguson on specifics of 
establishing priorities, how the grants would be .administered, 
anc functions of REAA's. 

Mr. Thompson came forward and spoke first to HB 620, explaining 
the DOE's position. They hoped to prioritize the projects, 
making improvements on those which needed it most first. They 
had broken the projects down into categories: school con­
struction (fire replacement), oil storage diking, water and 
sewer upgrading, roof repairs, fire node upgrading and major 
construction repairs statewide. 

The Commit~ee asked specific questions on the replacements and 
repairs which were to be covered by the amounts allocated to 
each of the categories (list of questions in committee member 
folders were asked in order). 



The total amount listed ·ror the projects was much below what 
it would actually cost to take care of all of them. Mr. Thompson 
said they would go as far as they could on the money issued 
through the bond but ha.d estimated the total cost to accomplish 
all required to be clo~er to $11 million. 

Rep. Hackney asked if l'1ork would be done from within the 
villages or if it woulc. be contracted out and Mr. Thompson 
said they were hoping : .t would be done within the communities . 
He said they weren't sure because the. passage of a bill last 
year dividing up the u1 iorganized borough said that the land and 
buildings shall be l ong to the State but it did not speak to 
who would do the construction . He said they could go to t he 
Department of Public Works or could make a grant to an REAA Board 
but there was no l egal· basis for either . · 

Rep. Huntington said he was most concerned about the sewer and 
water act in the bush because if they were to meet the standards 
it set, more money would have to be found quickly or schools 
would be closed. He felt it was important to include operation 
costs and that which was necessary · to meet full environment~l 
standards when building a school . Rep. Parr said more detail 
would be brought out on this question when DPW testified. 

Mr . Thompson said that if the grants were given to the REAA ' s 
they could reprioritize within their areas and determine where 
the money should go , to which repairs, etc. first . 

Rep. Anderson asked how much it would cost to bring everything 
ne eded up to requirement and what the criteria was for de­
termining which projects would be worked on first. 

• 
Mr. Thompson answered they had a complete list of needs amounting 
to approximately $11 million and this list would be made 
available to the Committee. 

There were no rurther questions on HB 620 and the Committee went 
on 1;o HB 619. 

Mr. Thompson <lid not have an opening statement so Chairman Parr 
. bega i.n asking h'lm questions from a prepared list. 

Two of the v'.llages (Kipnuk & Manolcotak) had previously re­
ceived appro ) riations but no construc tion had taken place. 
Rep . Parr asked if the appropriations beirg requested in HB 619 
\':ould be added to those already allocated. Mr. Thompson said 
f;hey would be. 

Rep. Parr asked about fi gures set aside. for individual schools 
in very close proximity to each other. Mr . Thompson replied 
that each site was given a "planning fi gure" based on the number 
of students X the required footage per student . It did not mea.na 
two village: requirements could not be combined into one buildingJlllll9' 
the figures were for total planning purposes only. The plan 



• 

would provide secondary schooling for each 30 students but not 
-every location would necessarily have to have grades through 
the 12th; residents may choose to have facilities for grades 
only through 10 and have th~ 11 and 12 graders participate in 
the boarding program. It would be left to the discretion of 
the individual villages. 

Rep. Parr asked what the proce~rn would l)e if the REAA did' not 
go through. Ml.•. 'rhompson replied that the specifications 
would be given t-0 the Division of Buildings ( a school to 
house X number 0.r children, etc . ) and the conventional process 
now used would be again used. 

Rep. Parr asked about u.ser input. Mr. 
the responsibility of educational specifications is that of the 
superintendent of the district. He then usually delegates it 
to a principal or an outside consultant. A planning committee 
would be set up in the village; including the school board, 
parents, students and staff. He did not feel very adequate 
pre-planning had taken place up until now in most cases. More 
people would be needed from the DOE to help plan these buildings 
if the REAA was not put into effect . 

Mr . Holden was asked to speak. He s poke to the interface 
between the school project and the village (sewer and water), 
and how to develop a planning process t0 involve local people 
(whether you have REAA's with grants or· with DOE/DPW, etc.). 
He felt a good job had not been done up to this time in these 
areas. He said there was no formal State process for doing 
capital improvements planning. He gave material to the Com­
mitt ee showing a plan the Governor has endorsed which would 
develop a facilities precurement planning process with the 
object be:lng to put it :1.n operation by January of 1977. He 
said that whether we have REAA's or not is not the question 
since it would take the REAA's a period of time to staff up 
in order to do educational work. He Briefly outlined present 
problems they hoped to correct with the Governor's planning 
process. 

Mr. Holdm 'Said th e:; number of contractors now is limited but 
with the advant of t he native corporations and their ability 
to bond contractors t here will be more contracto~s available. 
Presently contractors are overJoaded, causing building costs 
to rise (becaus e of time and the normal, undisputed contracting 
charges). 

He then outlined what they were going to itt~mpt to do: Each 
program agency would have its own mis sion and would develop 
its spending prpposal on behalf of REAA. That proposal would 
bt circulated through a coordinating agency so each agency 
affected could respond. DPW's job would be to build or make 
.ure the REAA's built according to sets of rules and within 
the bonded amount. '1.1his was termed pr ogrammatic planning. 



In addition the building agency (PW) is now required to develop 
a long-term cost analysis of each spending proposal; called 11! ~ 
cycle costing. He went on to explain how life cycle costing 
works. · 

Mr. Holden said the Governor has sent HB 624 to the Legislature, 
a bill which will create a revolving fund for capital improve­
ments. Such funds would become available for expenditure 
against capital improvements projects immedlately after the 
Legislature approved a bond issue to go to the ballot. The fund 
would enable preliminary design, program planning& site evaluation 
to proceed prior to the bond vote in order that final design 
work can be completed prior to the construction season (thereby 
saving dollars since a construction season is not lost). The 
fund would be reimbursed from the successful bond sales containing 
projects on which the funds had been expended . The revolving 
planning having been reimbursed is then available for program 
and project plannint for the succeeding biannum. 

The Committee asked Mr. Holden specific questions on the new plan . 

Rep. Ostrosky asked about the present cost per sq. ft. and how 
it would be affected by the new plan. Mr. Holden responded 
that by setting up a standard design criteria buildings now 
built for approximately $150 to $190/sq. ft. could be built 
for from $95 to $120/sq. ft. (the University had implemented ~ 
such a plan and these were the figures proven after several 
years). 

Mr . Holden explained how the process would work with REAA's 
and there was further input from Committee members on advantages 
of the new plan and questions on problems which might arise. 

At 5:30 the Committee agreed to break until t he following Tuesday 
when the Department of Health & Social Services and DEC would 
t est ify on the new regulations from H & SS and the village 
safe water act. Chairman Parr asked Mr. Holden to be present 
as well but he will be out of town; another DPW person would 
be present. 
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SELECT COMMITTEE ON EDUCATION 

(907) 465-4951 
or 

(907) 465· 3729 

February 10, 1976 

Present: 

Absent: 

Testifying: 

Par r, Ostrosk~, Osterback, Hackney, Davis 
(arr ived 4:03) and Sull ivan (arrived 4:30) 

Swanson and Wallis (out of town) & Bei rne 

Dr. Frank Pauls, Acting Dl.rector of t he 
Division of Public Health, Department of 
Health and Social Services 

Mr . Sid Heidersdorf, Acting Chief, Environ­
mental Health Section, Division of Public 
Health 

Mr. Jonathan W. Scribner, Director of Division 
Water Programs, Department of Environmental 
Conservation 

Dr . Jerry Sargent, Village Safe Water Program, 
Department of Environmental Conservati on 

Mr. Chr i s Roust, Facilities Coordinator, DOE 

Chairman Parr called the meeting;.to order at 3: 10 PM and 
introduced Dr . Frank Pauls. 

Dr. Pauls stated that the purpose of his appearance was to 
briefly discuss t he regulations that had been enforced in 
r eference to the general sanitation of primary and secondary 
schools and also to cl arify several points in reference to 
proposed regulations(amending old regulations to brine them 
up to date). These are those that deal with the environmental 
health aspects of the schools: water, waste disposal, fire 
safety, lighting and disease control measures . Major concern 
is prevention. Regulations are those which will help them 
break the chain of i nfection found in community and rural 
areas . He felt the regul ations were not too stringent- were 
based on national standards . 

Dr. Pauls introduced Mr. Heidersdorf who stated the regulations 
proposed were advertised and comments had been invited . Instead 
of having the proposed regulations go into effect 30 days after 
public notice, the Divis i on will hold publi c hearings because 
of the r esponses received requesting them. 



• 

• 

• 

Rep. Hackney asked where the hearings would be held. . 
Mr. Heidersdorf responded, possibly in Anchorage, Fairbanks 
and Juneau. rour hearings were requested with specific 
requests for hearings in Fairbanks and Anchorage. 

Rep. Hackney asked why hearings would not be held in the bush 
conununities since it affected them more. He suggested three 
major parts of the state hold hearings and bring people in to 
them. Mr. Heidersdorf said that ·suggestion could be explored, 
that they were open to suggestions and the areas mentioned ·· · 
were not absolutes. 

Dr . Pauls clarified that in the Department of Health and 
Social Services they were concerned with the water. that comes 
from the tap and how it is then handled. The Department of 
Environmental Conservation established regulattons for the 
water supply systems and waste disposal systems . 

Rep. Parr said, then the :.Department of H & SS insists that water 
as it comes out of the tap must meet certain specifications . 
but is not responsiblefbr ·wells or disposal. Mr . Heidersdorf 
said the· regulations do not change the requirements for 
water but are more specific in some areas. They took a com~ 
prehensive set of regulations (from Wash. or Penn.) and modified 
them for the purposes of discussion. They were definitely open 
to changes and expect it to be at least another three months 
before the regs. become final . 

Rep. Parr asked what the primary health hazards are to children, 
parti cularly in bush areas, which must be considered . Mr . 
Heidersdorf answered they included any disease transmitted through 
water and food; hepatitus, bacterial food-borne infections (also 
found in water), staphylococcal, dysentery, etc. 

Dr . Pauls emphasized the importance of adequate water supply 
in schools to provide adequate hand-washing facilities. He 
called the human hand the most dangerous instrument; hand to 
mouth contamination. Proper sanitation of individuals and 
dishes being most important ~ and stressed that a personal 
hygene program (which students would continue in their homes) 
must go hand in hand with a clean water supply. 

Rep. Osterback felt the hearings should be held after the 
REAA Boards were elected on February 24 so the input from 
these people could be considered. 

Rep . Ostrosky brought out the point that the new village safe 
water systems should remain consistent with the school 
construction; both school and villages should have adequate 
facilities in order to accomplish health standards being 
aimed for. She also spoke to the unifonn standards; felt they 
were not useful in some areas because of the diverse environ­
ments within the State. She felt the standards should be 

attuned to the local needs. 
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Mr. Heidersdorf said some regulations were proposed with the 
idea of having a starting point, something to discuss . They 
were faced with the problem of one set of regulations covering 
communities with higher populations as well as bush communities. 
He said they felt they could not have two sets of standards 
but will acknowl edge that conditions vary - that is why the 
exemptions (page 10 of regulations) were added. They had, 
for example, taken a strong sta.t1d that an~; new school must 
have water (in order to up-grade). That did not mean neces­
sarily the full compliment of water to provide flush toilets, 
etc . but at least storage tanks. 

Rep. Parr felt that if something was essential to the health 
and safety of the students it was up to them (D EH) to say so 
and it was up to the Division of Buildings to say how much 
it would cost and the legislatures job to decide where the 
money would come from. 

Rep . Osterback asked what they planned to do if a water test 
proved so poor that they did not have facilities to purify . 
it? Dr. Pauls said it depended on the type of impurification: 
minerals, bacteriological, etc. If it were minerals the 
water would have to be treated accordingsly and if it were 
bacetriological, heavy d1lorination would be required (or a 
boiling requirement) . 

Mr . Scribner testified next on water and sewer systems . 

Rep. Parr said it was his understanding that in t he fall of 
1971~ SOS signed an agreement with DEC to conduct an inventory 
of water and sewer facilities in all rural schools and that 
upon completion of the inventory SOS was to try to get the 
money needed to up-grade facilities and if they could not 
do so the schools would be closed. As far as Rep. Parr could 
find out, the inventory had not been completed. 

Dr . Sargent, with the VSW Program said both he and Mr. Scribner 
had been concerned with the schools and t heir relationshln 
with this agreement . Because the transfer of the schools.from 
SOS took place at that time, the money for the position to 
conduct the survey was not requested by SOS and because the 
regions which would be administering the schools were not 
yet staffed, he felt SOS did not wish to go forward with the 
program; DEC's budget request for the project was not 
approved so it was never. carried out. 

Rep. Parr felt that in spite of the change in administer:tng 
the school program it should have been carried out (the 
previously signed agreement) since the agreement was signed 
8 months before the change with SOS took place . 

There was further disucssion on the agreement. 

Dr. Sargent saJ.d that sinc.e the inventory was not done his 
people did not know, specifically, at this time which schools 
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did not have adequate water and sewer facilities. A telegr.am 
listing 55 schools which required upgrading (at the cost of 
$11 million) was referenced but what the list was based on 
was not known; probably visits by field staff and by PH and 
upon requests from people at the schools in the vill ages. 

Rep. Parr asked how many villages now have adequate water 
systems (VSWP). Mr. Scribner ·said three of the villages with 
completed VSW facilities, combined with the schools, are : 
Selawic, Alakanuk, and Mulato. Others being worked on are 
Northway, Chevak, Pi tkas Point, Koyukuk ar.i.d Beaver. These 
will be combined with schools but were done independently 
(expected compl etion this swruner). 

Dr. Sargent said the VSW Progr am. has t aken on the responsi­
bility of keeping (taking) a periodic inventory on the village 
systems . The information would be available soon and they 
hoped to eventually be able to monitor each vill age and bank 
the data for immediate accessability. 

Rep. Parr asked what the cost was of getting such an inventory 
(by mid- summe1·)? Dr . Sargent said they had not separated the 
inventory from other items being coordinated with VSW, PHS, 
EPA and the Regional corporations. They said one man with 
travel, etc . (2-3 years designing system and making contacts) 
is being funded but it is so complex that it probably would 
not be completed by the end of the f i scal year, but may be. 
The exact cost is not known; will depend on how it is fin~.lly 
done and whether they can use existing data. 

Rep . Ostrosky asked that since there are three known systems 
(VSW, EPA Demonstration and PHS System) would it be possible 
to have an inventory from each of the three so it wouldn ' t 
be necessary to do so much traveling. Dr. Sargent said they 
(the other tw ·o ) did not have adequate information for 
their purposes . 

Rep. Ostroslcy asked if it was feas ible to have the legislature 
or a department to take the responsibility of following up 
on operation and maintenance. Dr . Sargent s a id there was 
money from DEC for VSW projects for this year, but they would 
need assistance later (a State program, federal and state 
combined, etc.?) and it had not been reoolved how this 
would be handled in the future . DEC has an interium budget 
to keep the VSW program going in the meantime . He said training 
personnel is expensive and more technical than one would 
imagine. 

Rep. Davi s aslc.ed about the poss iblli t y of using REAA (village) 
people and Dr . Sargent said t hey definitely would do this; 
that special personnel should come from the villages (non­
profit personnel more likely would be used). Health service 
or~ani~ationa are now gett ing acquainted with villagers 
and hope to utilize their services . 
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Rep. Parr made t he point that it was important to not dupl icate 
efforts (systems) in the villages . Dr Sargent said there 
will be some wasted effort if a project is approved for a 
village and at another time for a school but they have to 
weigh the cost of not having facilities, even for the village, 
during the interium of the added project being approved and 
developed . They would hope to be able to tie the systems 
together . . 

Rep . Parr said as he understood it the Governor's DPW bil l 
would tie al l systems .· (water, elect . , etc .) together for 
construction at one time to save time and money. Dr. Sargent 
said DPW had not made it clear at this time how DEC would 
work into this proposal (a clearing house for information ?) . 

Rep . Parr asked if, as proposed, they could close schools 
if the regulations are not met; what is DEC's position on 
this~ Mr . Scribner answered that if they could not provide 
safe water for schools it was their position that they be 
closed, or immediate positive steps be taken to get safe 
water to them. 

Rep. Parr asked how much money was being proposed (how many 
villages being considered) to do VSW projects in for the 

. coming fiscal year. Mr. Scribner said they were proposing 
$1 mil . in this bond issue for VSW programs . This was a 
small amount designed to carry them through until the 
information is available and decisions could be made on 
where to F?O in the future. Two villages would be considered 
for this ~l million; villages had not yet been selected. 

Rep . Parr asked for an appr oximate figure if a complete 
facility is put in a village . Dr. Sargent said for an average 
village of 110 people the cost was $3LW,OOO for full range 
requirements to be met. Cost increase was expected a.t the rate 
of 15-25% per year . This did not mean pipes to the houses, 
etc . but just a complete central facility. 

Dr . Sargent briefly went over the Water Supply Regulati ons 
distributed to committee members . 

Testifying next was Chris Roust . / Rep·!. Parr stated that Roust 
had information on the village sites choosen for water and 
sewer up-grade . All the Conunittee had been informed of was 
that this could be done for $11 million (ref . telegram naming 
villages) but the Governor ' s budget called for $2 million. 

Mr. Roust said a coordination of the budget submittal was a 
last minute effort when DOE took over b~dgeting process. 
Mr . I,ee Hayes was worlcing for SOS Etnd. is now :Ln Mr . Roust ' s 
office and had compiled the list of villages :from existing 
information in that office plus input from reports of H&SS 
and the DEC when problems wer e i ndicated as well as from 
first hand experience . · A typical 1~stimate peir village 
installation was $100,000. They had intended to ask for 
$11 mi llion, using this list plus others whieh would come 
to their attention, but the Governor cut it -to :~2 million 
and it would be difficult to decide which villages had a 
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higher priority and should receive the facilities. They would 
have to go on the basis of the health inspections but did not 
have specific enough information a.t this time to make the 
decision; are trying to get SOS files for additional input. 

Mr. Roust said the number of requirements (villages) was for 
new systems and did not include up-grading existing ones. 

Rep. Parr a.sked what the reasons were for giving the number 
of 31 students, as opposed to fewer or more, as a school 
building requirement. Mr. Roust did not have that information; 
he felt it was an average used for budgetary purposes. 

Mr . Roust said their submittal listed burned schools, replace­
ment of. In the original submittal they were listed separately 
in an Emergency School Fund because of the State's self-insurance 
policy of :~66,ooo per school per year and above that there 
is a replacement value ins~rance policy which means . they will 
pay for replacement of buildings as they were built. If a 
school was built 20 years ago they would only replace it up 
to that co::>t but in the 20 year period the ( rerlacement) cost of a 
facility would be greatly increased because of' code up-grades, 
etc. He felt they might have to add 2% to rebuild a facility . 
They had asked for an amount of money to be used as a revolving 
fund for replacing a facility with modern standards to prevent 
having unhoused students in the interium~ The three facilities 
mentioned were used as an example-a basis for funding require­
ment-in their submittal. However, the Budget Review Committee 
took out the Emergency School Fund aspect and just funded those 
three projects; which will probably not require that amount 
to replace, and if the submittal goes through they will have 
to ask for a revised program. 

There was further discussion on insurance costs and the 
policy, .t::Lgures given in the breakdown, on details of the 
revolving fund mentioned, and the Cost Compensation 
procedure now used by the University . 

Rep. Parr said some of the villages where new high .schools are 
recommended have BIA elementary schools. He asked if a new 
high school would be separate or attached to the present 
BIA structure . Mr. Roust said generally it would be a 
separate structure; usually there isn't enough land at the 
BIA site and is a different type of construction. If ther e 
was a fairly modern facility they would look into it closely. 

Rep. Parr asked, besides the 19 schools indiC!ating a range 
31 students , if they have a prioritized list to be added if 
the size of the bond :tssue was increased. We>uld they go down 
the lis t of 21 to 30 students range? Roust answered alffirm­
atively; no other standards to use at this tlme . 

The meet ing ad j ou rrn~d at 5: 10 PM 

/jab 

'Yr-Between bond issues. 
-- _,,._ --- ---.. ~ -- ~ ------
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Agency Commen ts for House Bill #619 
House Bill f.:619 "an Act providing for the issuance of general obligation 
bonds in the amount of $19, 900, 000 for the purpose oif paying the cost of 
constructing rural secondary school facilities; and providing for an 
effective date . · 

Back9round 
i·/ith the beginning of Statehood the Department of Education endorsed a 
secondary school program calling for the creation of Regional Boarci"ing 
Schools to be located throughout the state. This concept was found to 
be unsatisfactory and the concept of Area High Schools \·1as adopted. In 
1970 :n:111y sr:;;i. 1121· secondary schools 1·1ere constructed "-.h:;t pr0•1icied a 
residential secondary program in villages having fifty (50) to a hundred 
(100) students. 

In 1972 this concept was further developed with the construction of 
additional Area High Schools throughout the state . 
~ 

In 1974 this program was further expanded and still more Area High 
Schools 1·1ere provided in rural corrnnuni ti es \'Ii shi ng res identi a ·1 secondary 
programs . Some of the schools provided by this program are in the 
construction process at this time and are schi:>duled for completion 
during ~ 976. 

Th ~ Hootc h Case conter:ds that the state h<ls failed ~o provide resi­
dPnt ial secondary educatior1al programs in the Unor3i1nized !30i'Ougll; that 
this failure is i n effect a denial of the U.S. Constitution's 14th 
Arne11c:i1ent . In effect that tile State hns pract·iced discr·imination in the 
esttb lish:r.2:i L of resident secondary pro9nrn1s . \·!hi·le this ca.se i s sti'll . 
in li~i sa tion th i s bill 'dOuld provide for phi1s e one of a h:o phase 
program, th3t • .. :ould provide a solution to Uris contention . 

1'b.~~t the Propose_~ Legjslat ion __ lfpu ld Do 
The µrop~scd l egi slation would provide secondary school facilities in 
ni n:;teen c o~.'.:-:uni t i es of the Unorganized Bornugh 1.·:hi ch have elementary 
sc hools but co not nm·1 have secondary school s , thus all communiti es ·in 
th~ Unorguni i:Pd Borough l'li th thirty or more secondary students \'/OUld 
have access to a residential schoo l program. 

These nine t een communiti es arc among those included in the lfootch Case. 
They represent those communities having thil'ty or mor e sc1condary students . 

Sr1ec i a 1 Prob 1 ems 
_J_,_ - -- • 

The Depart11:ent of Education recommends tlwt on Page 1, Line 12, Sectrnn 
l, Lh.:i t the pur po se be changed fi·om "of payhig the cost of constrncting 
rural sec0ndary :.chool facilities," to rec1d "of pay ing the C()St of 
ac qu fring , construct ing and equipp ing rural secondury school facilities." 
Thi s c l1an9c 1·:ou l ci provide for rnec tfo~1 the needs of parti cul <! r co11:111L11 1iti es 
1·1herC! r c:n0d elin s1 and ec1u·ipp ino an existing fclc::'il·i ty represent tlir~ 
pi ·e:p~nderance of the need . 

There ·is it po ~s i b·il i ty of problems a1·isin9 bj' the establi shi ng specific 
a 11~oul!t. s foi- r~rlc h l ocn tion , page 2, Lines ll C) , section 2. Thi s i s esrcciully 
trl.:..: ·,:hen tit ~ effects of Scrwtr. Bi'll i/56B ($hould 'it pus s) 0 1·e c:on ~ iclcred. 
S!~ ::) C8 pro·1idr's t he most jus t i1nd eqlt 'itci blr sy!;tem for cstzi!;'lishi ng 
pr·oj!:~ t C0!.ts Jn..: t il e cli s tr·ibut'io11 oF f'unrh. 
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DOE Position 
The State Board and the Department of Education are conmitted to the 
policy of providing secondary programs to all students thro~ghout the 
state . 

Tl;e Department of Education supports this proposed legislation as being 
the r:!ost direct me t hod of mee-Eing the resident secondary schoo1 facility 
needs of those communities having thirty ( 30) or more secondary st'!Jdents. 

Other Groups that Have an Inter~_st in the L~-9.i?]ation 
Department of La\'/; Department of Public \o/orks, Alaska Federation of 
Nati ves, Rural CAP, Alaska Legal Services, and the Al~ska Unorganized 
Borcu9 h SchaJl District . 
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TITLE 18. ENVIRONMENTAL CONSERVATION 

CHAPTER 80. DRINKING WATER 

SECTION 

010 Alaska Drinking Water Standards 
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030 General Practi ces Required 

18 AAC 80. 010 
18 AAC 80.020 

040 Water Treatment and Disinfecti<>n DRAFT 
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1 
1971) 

090 Public Noti ce of Noncompliance 
100 Pl an Review 
110 Penalties 
120 Ma:ximum Contaminant Concenttations 
130 Definitions 

18 AAC 80.010. ALASKA DRINKING WATER STANDARDS (a) No person may make 
available, permit , allow, or cause the use of any water from the distribution 
system of a public water system which contains contaminants in excess of the 
"Maximum Contaminaat Concentrations" in section 120 of this chapter. The · 
de.iartment may waive a requirement for public water systems if such waiver 
does not affect the health of the cc,nsomers. 

(b) No person may make available , permit, a l low, or cause the use of 
any wate r from the distribution system of a public water system which 
contains fecal contamination, fib .!rglnsa , nsbestos, metal bits, or other 
deleterious or foreign materi al. 

(Eff . _!_/_, Register _ ) 

AtJTHORITY: (lO)(A) 
(lO)(C) 

AS '•6.03.020 
AS 116. 03 . 020 
AS 46 . 03 . 050 
AS 46.03.070 

~\o 
.. _A) I I I lf) . 

~ 
1~,~\1,~; 

y;oO 
No person may permit, ~ 
a pub"lic water system. -- ·--

18 AAC 80~020 . SOURCE AND SOURCE PROTECTION. 
allow, or cnuee pollution or contamination to enter 

(a) Requirements fo~ water wells are as follows: 

(1) A well exposed to flooding sltall be constructed wi t h provisions 
for sealing the well or vents when flood waters threaten to contaminate the 
well • 

(2) 'l.'he surface, ten feet :1.n all directions around the well, shull 
be sloped to drain away from the well . The department may requi re an imper­
vious surface, extending at least two feet in all directions from the well . 
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TITLE 18. ENVIROIDIBNTAL CONSERVATION 18 AAC BC..020 

(3) A well pit is prohibited. 

(4) Newly constructed or reworked wells shall be flushed of 
sediment and disinfected by techniques approved by the department before 
use. 

(5) Drain pipes from a well house to a sewerage system are 
prohibited. 

(6) All well piping, pumps or other equipment exposed to vehicular 
traffic shall be protected with curbs, posts, or other barriers. 

(7) Requirements for cased water wells are as follows: 
\ 

(A) All w~ll casings shall have a sanitary seal. 

(B) A well shall have its casing terminate at least 12 
inches above ground level or level of the well house floor. 

(C) The annular open space outside the well casing shall be 
filled with a watertight cement grout, sealing clay, bentonite, or 
equivalent to a minimum depth of ten feet below the ground surface. 

(D) The well casing shall be sealed of£ from aquifers 
containing water of undesirable quality. 

(8) For driven wells, the department may require the annular 
open space outside the suction line to be filled with a watertight cement 
grout, sealing clay, bentonite or equivalent to a minimum depth of ten 
feet below the ground surface. 

(b) No person may, in the watershed of a surface or subsurface water 
supply, engage in any activity which may pollute or contaminate that water 
supply. Prohibited activities may include the discharge of wastewater, 
either treated or untreated, and the deposition of solid waste. 

(c) Upon written notice from the department, a person who owns or is 
responsible for any well abandoned or not in use, any hole, either drilled, 
augered, or jetted, for the purpose of subsurface exploration or sampling, 
any cathodic protection well, or any form of excavation which may allow or 
cause contamination of ci1e groundwater, may be required to seal, protect, or 
fill up the well, hole, or excavation as directed. 

(d) No person may construct, install, maintain or operate a surface or 
subsurface water sour.cc unless the separntions in Table A, measured horizon­
tally in feet, are maintained. Where the department determines that soil 
conditions do not provide adequate protection against contamination of the 
source, greater separation may be required. If the water systems are 
adequately protected by techniques approved by the department, these 
distances may be reduced. 
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18 AAC 80.050 

(e) The department m~y require a person who owns or operates a public 
water system serving 100 or more persons to have an approved emergency plan, 
developed in accordance with guidelines issued by the department . This plan 
shall contain, but not be limited to, a program for supplying safe drinking 
water in the event of earthquake, fire, flood, avalanche, landslide, freeze­
up, power or equipment outage, pressure loss, source failure, or other 
disaster which may disrupt water service. 

(f) The d.epartment may require a person who owns or operates a public 
water system serving 100 or more persons to submit a system master plan. 
This plan shall be at a suitable scale and shall show, at least, the correct 
location, size and type of all pipe, valves, and fire .hydrants, and the 
location of all sources of water, treatment works and pumping facilities. 

(In effect before 7/28/59) 

AUTHORITY: AS 46.03.020 (lOJ(A) 
AS 46.03.020 (lO)(C) 

18 AAC 80.040. WATER TREATMENT AND DISINFECTION. (a) No person may 
operate, maintain, make available 9 permit, cause or allow the use of sub­
surface water in a public water system without continuous disinfection by 
techniques approved by the department. The depar.tment may waive this 
requirement for a public water system serving less than 300 persons. 

(b) No person may operate, maintain, make available, permit, cause or 
allow the use of surface water in a public water system without continuous 
filtration and disinfection by techniques approved by the department. 

(c) If chlorination is used for disinfection in a public water system, 
no person may operate, maintain, make available, permit, cause or allow the 
use of any water that does not maintain a total chlorine residual of at least 
0.1 mg/1 throughout the distribution system. 

(d) If a public water system is fluoridated, the owner or operat0r of 
that water system shall provide fluoride concentrations in th~ range of 
0.9 mg/l to 2.4 mg/l, and as far as practicable, maintain an optimum concen­
tration of 1.2 mg/1. 

(In effect before 7/28/59) 

AUTHORITY~ AS 46.03 .020 (lO)(C) 
AS 46.03.070 

le AAC 80.050. SAMPLING AND ANALYSIS. A person who owns or operates 
a public water system shall make, or cause to be made, sampling and analysis 
of the water at representative points, approved by the department , for water 
quality parameters at frequencies listed below. The frequencies listed are 
the minimum required; the department may require an increased frequency or 
additional monitoring for a contaminant listed in se~tion 120 of this chapter 
if such contaminant is likely to be present. 

(a) Initial sampling and analysis for public water systems shall be 
performed no later than the dates. specified in Table B. 
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Water 
System 

Public , 
serving 
than 25 
persons 

Public, 
serving 
or less 
?er sons 

Private 

TITLE 18. ENVIRONMENTAL CONSERVATION 18 AAC 80.020 
18 AAC 80 . 030 

more 

25 

TABLE A - SEPARATIONS 
(Measured horizontally in feet) 

Wastewater Treatment 
and Disposal Systems Community Sewer Lines 
Sewage Pump Stations Other Potential or Actuai 
Sewer Line Manholes Source of PoJlution or 
anci Cleanouts Contaminatiora 

200 200 

150 100 . 

100 75 

f'rivate 
Sewer 
Lines 

:£00 

75 

25 

(In effect before 7/28/59) 

AUTHORITY AS 46 . 03.020 (lO)(A) 
AS 46.03.020 (lO)(C) 
AS 46 . 03.020 (lO)(D) 
AS 46 . 03.050 
AS 46.03 . 070 
AS 46 . 03.800 
AS 46.03.810 

18 AAC 80.030. GENERAL PRACTICES REQUIRED. (a) No person may construct , 
install, maiutain? permit 1 cause , or allow a cross connection in a public 
water system. 

(b) The department may require a person to install, maintain and test 
an approved backflow prevention device ou the service line to, or at other 
locations in, a sewage treatment works, hospital, mortuary, laboratory, food 
processing facility, irrigation or fire protection system, or other facility 
determined by the department to have a high .potential for cross connections. 

(c) The department may require the owner, operator, or other persons 
responsible for the operation or maintenance of a public water system serving 
100 or more persons to be examined and ceTtified by the department to he 
competent to operate or ma:f.ntain that: system • 

(d) The department may require a person who owns or operates a public 
waLer system serving 100 or more persons to have an approved comprehensive 
plan, developed in accordance with guidelines issued by the department . This 
plan shall contain, but not be limited to, a program to meet projected needs 
for future population growth, a schedule fo:c conducting sanitary Rurveys , an 
inventory of any existing deficiencies, and a schedule to correct def iciencies . 


