Executive Summary of Proposed LAC University Guideline Revisions

The LAC University Guidelines were created in 1982 and last amended in 1997, 2020, and 2022. The
Guidelines are difficult to interpret, contain unneeded restrictions, and are out of date based on the
current higher education environment. Revising the Guidelines would provide state universities more
flexibility and reduce the administrative burden associated with compliance for requirements which are
no longer relevant. These proposed revisions result in efficiencies yet ensures accounting and financial
reporting practices are transparent and uniform for state universities. An executive summary of the
most impactful proposed revisions is listed below.

1) Indirect Cost Reimbursements (ICR)

a.

Eliminate prescribed uses of funds. Although ICR is needed for operational
expenses and building deferred maintenance, this revision provides more flexibility
for use of ICR and proposes it be spent in accordance with university policies. Note
ICR charged to sponsored projects must be developed in accordance with federal
Uniform Guidance requirements.

Eliminate carryover calculation. ICR is generated from a variety of sources,
including grants. ICR charged to grants require federally negotiated and approved
rates; there is no federal requirement regarding carryover of funds into the next
fiscal year. Additionally, current Guidelines require the carryover to post to the
university Income Fund as opposed to leaving the unspent monies classified as ICR.

2) Tuition, Charges and Fees

a.

Remove Excess Funds calculation for self-supporting funds. Prescribing a
maximum amount of funds to carry over to the next fiscal year creates numerous
operational challenges, such as limiting the ability to adequately prepare for
equipment replacement and ensuring adequate funding for personnel benefits
(unused vacation payouts when separating from the university). Additionally, the
Guidelines currently require the excess funds to be credited to the university’s
income fund as opposed to leaving in the self-supporting fund to which the monies
relate.

3) Self-Supporting Activities (Auxiliary Enterprises and Auxiliary Activities)

a.

Eliminate preparation of individual financial statements for each “accounting
entity” (groupings of similar self-supporting activities). Separately audited
financial statements are already prepared for bond-financed activities. Preparing
additional financial statements for numerous additional self-supporting entities
requires significant time and effort and provides little value since the activities are
already included in the audited financial statements of the university.

Allow for subsidies between “accounting entities”. Certain entities charge less
than cost and aren’t self-sufficient, for example providing summer experiences for
underrepresented high school student populations at reduced cost. Allowing
accounting entities to subsidize other accounting entities ensures those public



4)

5)

6)

service operations can continue without requiring state appropriations or student

tuition to fund its operations. A

Self-Supporting Reserves

a. Revenue bond entities

i. Eliminate each project reserve to be approved by the governing board
(regardless of the dollar amount). Universities have specific policies regarding
capital project thresholds requiring governing board approval.

ii. Remove project reserve not pursued to be paid over to the income fund.
Remaining project reserve funds should be returned to the original funding
source as opposed to the income fund.

b. Non-Indentured entities

i. Remove maximum reserve limitation. Prescribing a maximum amount for
reserves hinders long-term planning efforts for replacing state of the art
equipment and expensive building deferred maintenance and renovations.

University-Related Organizations

a. Clarify subsidy interpretation. Interest-bearing loans from the university to a URO
shouid not be considered subsidies.

b. Allow capital leases between URO and University. Allows more flexibility for
leasing transactions between universities and their URO’s.

C. Subject to applicable laws, explicitly allow agreements for real estate purchase,
improvements, and development. Given the expansion of public & private
partnerships (P3’s), allowing universities to enter into such agreements with URQ’s
would reduce overall cost since a third party would not be involved.

Reporting Requirements

a. Remove reporting requirements. Information which is known to be of interest to
the general public or external stakeholders can be made readily available on each
university’s website.



To: Legislative Audit Commission
RE: University Guidelines Modernization Effort, April 2023

From: University of tllinais, lilinois State University, Governor's State University, Chicago State
University, Northern lllinois University, Northeastern lllinois University, Western University,
Southern lllinois University, Eastern lllinois University

A new understanding of what is allowable within compliance attestation reports from the Office of the
Auditor General's (OAG) discussions with the AICPA necessitated a change from past practice of
including the majority of the reporting requirements from the Legislative Audit Commission (LAC)
University Guidelines within the State compliance examination reports for the universities. The OAG’s
memorandum to the universities dated September 6, 2022, on “Matters Regarding the University
Guidelines and Financial Audits” outlined a plan for the required reporting to be moved into the financial
statement reports. As a result of significant concerns raised by the universities, particularly regarding
timeliness of financial statement audits, in response to the OAG memorandum on “Matters Regarding
the University Guidelines and Financial Audits”, the OAG developed both a short-term plan and long-
term solution. The short-term plan was a single year “grace period” from the requirements to publish
certain information as required by the University Guidelines. The long-term solutions focused on
determining the usefulness and applicability of the University Guidelines to the legislature and other
users of the university reports. Since the University Guidelines originated prior to significant changes in
financial reporting and the availability of substantial information via electronic means, some of the
requirements are outdated or irrelevant.

In carrying out the long-term solutions, the (OAG) provided an opportunity for Universities to participate
in an initiative to update the LAC University Guidelines. We were extremely appreciative of this
outreach and immediately developed a group with representatives from all lllinois Public Universities to
develop a formal review process and provide input to the OAG.

Over the last few months a working group comprising representation from all illinois public universities
held meetings to systematically review each section of the guidelines and develop a joint document
containing suggestions, rationale, and other information for consideration by the OAG and LAC. |nour
discussions, we highlighted many important factors that underscored the need for this effort:

¢ The Guidelines were developed over 40 years ago, and aside from some substantive changes in
1997, they have only been updated twice to target very specific issues (such as the 2020
modification due to the COVID pandemic).

* The current Guidelines includes requirements that are not relevant in current practice, contain
labor intensive reporting requirements with little perceived benefit, and do not allow far proper
long-term financial planning.

* Modifications and clarifications are critical to eliminate irrelevant guidance and to ensure all
Universities are interpreting the Guidelines consistently to accomplish the requirements of the
LAC.

s There is a growing need for flexibility when appropriate to maintain fiscal sustainability at each
of our institutions due to increasing costs and tuition pressures.

® There is great opportunity for creating efficiencies resutlting in reduced administrative costs,
without sacrificing quality or transparency in our audit, reporting, and other internal
procedures. We have proposed solutions that will provide a consistent framework for financial
practices that continue to promote quality and transparency.



Included in our submission you will find an executive summary of our most impactful suggestions and a
draft of the proposed guidelines with changes noted.

We thank you for considering this request to modernize the University Guidelines yet ensure state
universities are meeting the requirements of the LAC.



UNIVERSITY
GUIDELINES
1982

AS AMENDED 1997 and 2020

Guidelines Adopted November 30, 1982
By the Legislative Audit Commission

Amendments Adopted September 10, 1997
By the Legislative Audit Commission

Amendment Adopted November 17,2020
By the Legislative Audit Commission



UNIVERSITY GUIDELINES 1982
(As Amended 1997 and 2020)

CONTENTS
L. Indirect Cost ReImbursements............ccovieeeeeriierenreeereieinesreenesreeneons 1
IL. Tuition, Charges and FEes ..........ceivvvrvrririiieveniiiniieeicreeee e 4
IIL Auxiliary Enterprises, Auxiliary Activities and Accounting Entities . 5
Iv. Reserves-and Exeess-Funds ... 7
V. Revenue Bonds.......ccccoveviieiiiiccienieneceee et 11
VL University-Related Organizations ...........ccecveverveveemieeneeinnesreenean, 12
VIIL Independent Organizations .........cccveveerrerereniiersieseneerereennseneenes 15
VIIL [nvestment INCOME ......ccevreriiniiienicciiner e 17
B Reporting R eqriFeentt s s T R T T T T T TR T T 7
20X Statutory Complian e ......veeeeviveeeiiiieieiee e seve e 18
%X, AdditionalFransition Provisions ..........c.cceeveeiecnieseeneennennns 18




University Guidelines 1982 1

I. INDIRECT COST REIMBURSEMENTS

A. Indirect cost reimbursements shall be expended only pursuant to allocations of funds within

the university’s budeet as formally adopted by the institution’s governing board and pursuant

to universitv policies. At the time of the initial allocation for any fiscal vear, the university shall

1. The total amount of indirect cost reimbursements which it then expects fo receive

during that fiscal year.

2. Supplemental allocations of indirect cost reimbursements received afier the adoption of

the budget shall be allocated only in accordance with the regular procedures for

amendments of university budgets.

B. As indirect cost reimbursements are received, they shall be retained and expended in
accordance with university policies.

BDefnitions

2o Unallocated-indirect -cost-reimbursemenis:-—Reimbursement-revenues-received-in
exeess—of-the-amount-allocated;—caleulated-as—follows—Bepipning{uly—+-aceount
balances—|+|—reimbursement-revenue—{-}—total-ameunt-of -allocated--indireet —cost

3 Indirect-cost-carry-forward: The-amount-of-indirect-cost-reimbursements-which-may
be-retained-at-vear-end-for-use-in-the-subseguent-fiseal-year pursuant-to-theformula
contained-in-Seetion-F-

C—Indirect-costreimbursements-shall-be-expended-only-pursuant-to-alloeations-ef funds-within
the-university s budgetas formallyadepted-by theinstitation’s-poverning-board—Atthe ime
of the-initial-allocation-for-any-fiseal-vear; the-university-shatl-identifis:

that fiseal year: and

2—The-total-amount-of allocated-and-unallecated-indireet cost reimbursement-funds-earried
over-from-the preceding fiscal-yens:

Any-amounts-not-so-allocated-are-considered-unallocated—Supplemental-allocations-of

indirect-costreimbursementsreceived-after-the-adoption-of the budget may-be-allocated
only-in-accordanee-with-the regularproceduresfor-amendments-of-university-budgets

D—Indireet-cost reimbursements-may-be-used-for-the-folowingpurpeses:

1—Teo-payforthe-costs-of the-grants-and-contracts-operations-of-the-institation:
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2—To-pay-foreoverhead-expenses-of the-university-in-a-manner-eonsistent-with-the-fermulae
under-which-the funds-were-recovered:

3. For payment of cost-sharing-and matching requirements-of grants-and-contracts:

4—For-payment;as-excess-indirect costretmbursement-fundsy-inte-the-lneome Fund:



University Guidelines 1982 : 3

S—Hor{1)-payment-of costs-associnted-with-the COVID-19-panderie-or-{-transter inte
other-University-accounts-to-substitute-for-lost-or-forepone-projected-revenues-during
Hiseal-Year 2021

E—As-tndireet-eost-reimbursements—are-received:—they—may—be-retained-and-expended-in
aeceordance-with and-up-te-the imitations-of the-alleecations:

F-Onee-amounts-ofindirest-eost reimnbursements-are-allocateds they-may-net-be-reatlocated
exeeplt-as-formally-adepted-by-the-goverping-board-er-byuniversity-ofheers-autherized-by
the-board-to-make-sueh reallocations:

G—Indireet—esst-—earry-forward.— The—university—may--earry-forward - indivest—eost

reirnbursements-in-amounts-ealculated-by-apphing the-formula-expressed-in Figure-t-and
as-set-forth-below:

+—Adoeatedfnds:-The university-may-earry-forward and retain-an-amount-not-to-exeeed
30%-ef-the-amounts-budgeted-forexpendituredor-the-fiscal year then-ended:

Z—Unallocated-fundstThe-untversity-may-carry-forweard-and-retain-the-Jesser-of:-a)-the
actual-unallocated -indireet cost-reimbursements;-or-b}-10%-of -the-tetal-indirect-cost
aHeeatiens-for-the-vear completed:

ing-encumbrances-and-current-labilities-of

theﬂndirect«—cost@aﬂ%y—@r—fw}d- at-years- end Whlch are-paia-prior-to-the-expiration-ef
the-state s-lapse peried-may-be-retained-and-held-in-addition-to-the mmounts-otherwise
provided-in-this-section:

cost- retmbursement&-e*%edmg—%é@%—eﬁ{he mdireot C@st—feﬂnb&mementﬁ—aﬁeeated ~aﬁd
budgeted-during the fiseal-year-then-ended;-provided that such-increase-was-netknown-and
could—not—have been—foreseen—at—the—time—the—budget-was—prepared—Under—these
cucums{aﬂc;@sw the- carry«-f@rward -GPREURE- maym@qual ~50%of--the-total-indireet—eost

k—A-statement-of-the-sources-and-applisationof-indirect-costrecoveries-shall- be-prepared
smpuatly-and-published-as-a part-of the-university s-finaneial report-ersupperting sehedules
decument:



Figurel
Caleulation-Sheetfor- Indireet- Cost-Carry-forward
+——Cash-and-Equivalents-Balance

Enter-the-June30-indivect-cost-entity balanceforcash-and-equivalents

FQ $
A= R e T e e O T P T e e
Cash - BEauivalents
R s L B2 e L N O
Banl Donoaita
E=dis st =g S0 O S e R s e

Gemf—ieates-ef-DepesP ......... TSRS
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$ -enter-30%-ofthis-ameunt.

Enterthe-lesser-of the-actual- wnallocated-indirect-cost-
reimbursements-for the-year-completed-OR-10%-of
totalindirect-cost-allocations-for the-yearcempleted s
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II. TUITION, CHARGES AND FEES

All revenues derived from instructional activities of whatever nature are covered by this
chapter. Such revenues must be categorized as either tuition, charges, or fees, and treated as
provided for by this section.

A. Tuition.

1.

Deposit requirements: Tuition received for not for- credit (. e. , public service) courses
II1.C these Guidelines. However, tuition from not-for-credit courses in which content
is directly connected to for-credit offerings may be deposited into the Income Fund
(such as online courses which supplement for-credit course offerings). Unless
otherwise provided by law, all tuition received from any and all credit-bearing course
offerings shall go into the Income Fund, except monies may be retained-deposited to
the accountm,q entitv estabhshed pursuant to Section HI Cof these Guidehnes ioeﬂily
when recei or-conferences—col i

SHFRPYS- o%off) .

a) whieh-are-requested by and the course content of which is coordinated with a
governmental unit, community organization or private business; and

b) where the full cost is paid by the requesting governmental unit, community
organization or private business.

2. Accounting requirements: Monies retained pursuant to this section shall be

accounted for in separate accounting entities for credit and not-for-credit courses.
Income from all such courses may be pooled within these entities.

contmurng education program operated pursuant to this section must-b%pa}érﬁrom—the
accounting-entities-established-in-paragraph-2;-above.-Ne-expenses-tor-any-other
purpese-shall notmay be paid from these entities.

eﬁthe{ seal—year« &hali—-be»pa«ld mto«thew—lncome—llund—wrthm 45—daysef~t—he uelose—of—the
lapse-period-exeept-as-follows:

end-of: thewﬁseaiyear——HoweveruaﬂyeuHentexee&&fuads—as»éeﬁned«&rr@hapteplv of
these-Guidelines-must-be-paid-into-the Income -Fund—The-working-eapital-formula
speeiticatlyprovidesfor deferred-ineome:

B-—Charges:

Charges—assoeiated—with—an—instruction—program—which—is—unique-(such—as—foreign
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retained-locally—Sueh-funds-must-be-aeeounted-for-on-an-aetivity-by-activity-basts—At

o nd-fliah Seiuye NG an

G e 10
3 .
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All mandatory student fees shall be deposited into the Income Fund, except as provided
under the statutory authority for fee supported buildings, other bond covenants, auxiliary
enterprises and other activities. The term “mandatory” is defined as meaning imposed
whether by statute or administrative action. Universities must maintain detailed
accounting records on revenues associated with each mandatory fee and incorporate this
financial information in the appropriate accounting entity in accordance with the
provisions of these Guidelines.~The-repert-shall-be-prepared-annually-and-published-as-a
part-of the-university s-fnmneiatreport-or-supporting-schedules-dosument.

D Tuid | FoeWai

Fhe-Beard-of Higher-Edueationin-consultation-with-the-universities;shall-develop-and
}&suemaﬂﬁaalr«%epemng—mqmremeﬂts ceﬂeemmg—%he del—luarm-vamen numbef aﬂd Pype«ef

the-universities:
E-C. University Income Fund

Universities shall report on the transactions of the_locally held University Income Fund
for the fiscal year. The report shall be sufficiently detailed to show all revenues by source
of funds and expenditures by line item on a fiscal year basis. Additional reporting may be
required as directed by the Legislative Audit Commission. The report shall be prepared
annually and published-posted on the respective university’s website as a-past-of-the
wniversity-s—financial-repert-er—suppertingschedules-document.unaudited information.
The Income Fund shall be expended pursuant to university policies and the allocations of

funds within the university’s budget as formally adopted by the institution’s governmg
board.
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III. AUXILIARY ENTERPRISES, AUXILIARY -ACTIVITIES AND ACCOUNTING ENTITIES

A. Auxiliary enterprises are operations which are not directly related to instruction, research
or service organizational units, but which support the overall objectives of the university.
Examples areinclude but are not limited to:

Food vending

Residence and dining facilities
Bookstores

Health Centers

Assembly halls



University Guidelines 1982 ' 8

Student unions and centers
Busing operations
Parking operations
Laundries

Golf Courses

Recreation centers

B. Auxiliary Activities are functions which are self-supporting in whole or in part which are
directly related to instructional, research or service units. Examples areinclude but are not
limited to:

Student and/or staff medical and health programs
Student programs and services
Student newspapers

Athletics

Farms

Hospitals

Clinics (dental, veterinary medicine)
Airports

Presses

Home economics cafeterias

Store rooms

Service departments

C. Accounting entities. Each institution shall establish and maintain accounting entities for
the purpose of grouping auxiliary enterprises and fer-auxiliary activities. Each entity shall

consist of undertakings which are substantially similar and rationally related. All
accounting entities shall be codified into an accounting manual. L_Eiﬂﬂﬂeia-l—staut@m@ntﬁ

Equipmem REY- be tpaﬂsfe{fedbetwee—&entmes—whefﬁhe@ﬂmlpal PUEPOSE-16- te—better
wtilize propertys

2-1.State appropriated funds subsidies for auxiliary enterprises are prohibited. However,
State appropriated funds may be used to subsidize auxiliary enterprises if authorized
by specific enabling legislation, or by a line item appropriation of funds specifically
for the auxiliary enterprises entity.

3-2.State appropriations shall not be used to create or increase working capital or capital
reserves of an auxiliary enterprise entity. This provision shall not apply if the
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General Assembly specifically appropriates funds to the enterprise or entity for the
purpose of increasing such reserves.

E———Wefkiﬂg—eap}takﬂeeds—fer—é&eet-pfegfam—ee&ts-eﬁees{—fﬁmburs&ble—eeﬂtracts—she&ldmbe

IV. RESERVES AND-EXCE

A. Establishment of reserves.

university pohcles.

B—Werking-capital-allowanee—The-working-eapital-allowanee-and-current-exeess-tunds
shall-be-computed-in-the-follewdng-manner:

Current-available-funds
. Woski ol all |
equtls——————————Current-exeessfands

Current-available funds-are-defined-as-the-sum-of:
(a)y—Cash;
fo—Cash-equivalents:-and
{e)—Interfund-receivables:
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{a)-The-highest-month’s-disbursements—Gnecludingnot-more-than—H12-ef-total

annual—transfers—to—bond—reserves)—for—the—fisenl—year —just—completed;
(Universities-shall-net organize disbursement patterns-to-create-artifieially-high
disbursement-levels:)

b-Encumbranees—and—eurrent—habilittes—(exeluding—refundable—deposits)
ehar»geableu{@ -current-year’s-eperations-and-paie- priet to-the-end-of the-State’s

transactions;

(d-)w‘~-F0p-v@ﬂ-ti{ie-s—wi-th‘mv@ﬂteri-e&--th@wam@-uﬂt---n@-@

AN aVatican o8 e ¥ 97" A s Walols

€-B. Capital reserves-and-exeess-capital-funds:
1. Revenue bond entities.

a) Indentured capital reserves: Each entity in a revenue bond series say-shall
have the capital reserves and reserve balances as required by the bond indenture.
In cases in which the indenture imposes a minimum requirement and authorizes
additional reserves subject to a maximum limitation, reserves and reserve
balances may be retained in amounts not to exceed the maximum specified in the
indenture.

b) Non-instructional facilities reserves: The university’s governing board may
establish additional, identifiable reserves for the provision of additional non-
instructional facilities, provided such facilities are for undertakings which are
substantially similar and rationally related to the other functions of the entity.
Each reserve shall be subject to the following limitations and requirements:.



Figured
Calewlation-Sheet-for Current-Foxeess-Funds

i ———Current-Available Funds
Add:
$
:Fetﬁl-c_‘uﬁc@ﬂt'A‘V‘ﬂﬂﬂb‘le"'F‘;l'l")d5"‘:‘.":T::*.":T:T':T;':T;mrwrrﬁr;—..—rn%
oW orking Capital-Allowance
Add:
$
Refundable-depositsrmmmmmmmmrmemrrr e si
Adlowance-for-Restoring Inventory-to-Nomal-bevel s :
Allowance-for SickLeave/Vacation Payouls
Workine CanitalAllow P
33— CurrentExcess Funds
D@dﬁet—B—fFQm—A-aﬂéeﬂtm}ere_ﬁ-““ﬁ#.—;:M .............. T Pa— 5 $
$

Enter-the-algebraic-sum-of- C-and-D-and-remit the-ameunt-dues-ifanys-
ford i .




University Guidelines 1982 10

1. Each reserve shall be limited to the-diserete-thea general-purpose;-speeifie

pfevjeetef—pmjeets—fef _ﬁmo_g Wthh itis created—f%s%ateme&%efgpeaﬁe«pfejeet&

F%S%Wém%@—ﬁf@j%%iﬁ%—%ﬁ@{%@-&meﬂdeé &féeHhe—feéated%ewe—ha
bees—ereated:— The-souree-of-the-funds-and the-proposed-use-must-be
substantiallysimilar-andrationally related-to-the-source-of-funds.,

2.  Each-reserve—may-—be-used-only-for-the-diseretegeneral-purpose;-speeifie
pfej«e%t—w—prejeet&f@%whieh&t—%&s—e%@ateé_The reserve may-shall be used

ervnaintenance expenditures.

3. The reserve may not be used for any purpose for which the revenue bond
entity is permitted or required to maintain other reserves.

to university approval policies be%apprweéby%eﬂmew—@eafée%ghef
Edueation-prior to the implementation of a development reserve.

6:5. Any funds remaining in the reserve as of the date of the architect’s or
engineer’s certificate of completion shall be paid everto-the lnecomeFund
back to the original funding source within 26-90 days. A project shall be

deemed abandoned at such time as:
a) the governing board declares the project abandoned; or when

b) the governing board does not award a substantial construction contract
within three-five years of the date on which the reserve received its first
monies.

2. Non-indentured emtitiesreserves: Capital reserves-fund-balances-ef maycan be
established for non-indentured entitiesfunding sources and are permitted for
equipment, extraordinarv maintenance software, developmem and oiher similar

assecmt@d -aS8ets-as- det@rmmed bﬁh&—Eﬂgimermg News- Re(:@rd rep}acement
indess
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HO s 0 ) & o e

hts{em—al eest@f{he paﬂemg‘letuﬁ—er—b}fehe—esﬂmated Gest Gf fesyufﬁaemg—anyeﬁe

w%e%—msewemgmdeliﬂesr may«be—submﬁeét&t«he—heg&sl&tW@Au&t @emmassreﬂ

forreview;—comment-and-approval-at-any-time-afterformal-review-and-approval-by
the—e@gm-zam unwefs&tﬁhgevemmg—b@ar@%ppmval-sha}L—be{mﬁed—mfr@mwthe

eapﬁal_aﬂewance@rcapﬁal—resmesm}{@wever—e&ﬁrent exeess—fundse%«exc-@ss—e&p&%a}
fonds—ef- an- @ntlty may—beh e£fset w1thm the—ent}ty C»aleu]rah{ms—aﬂd—suppeftmg

V. REVENUE BONDS
A. Accounting requirements.
1. Accounting for revenue bonds must comply with all requirements of the bond

indentures, including any reporting requirements. In addition, the accounting system
must produce the reports and information required by these Guidelines.

2—Eachuniversity must-maintain-accounting gndreporting according-to-bondindenture:

eﬁﬁhes—mte‘wm—h_all Y%V%ﬁﬁ%bGﬂd—%ﬁtﬁTpﬂS@%&ﬁd—%&%&&SﬁMﬁ%b%%&ﬁ%ﬁedw@Hly

gre&peérmte the -SEIE- aeeeaﬁtmg
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3-2. enntity ---------- E»ae—h@nﬁ:&y mayhave Rreserves as provided in Chapter IV of these Guidelines

from one series to another as a means of providing additional security to the
bondholder. Hewever;-onece-all-reserve-and-debi-service requirements-of-the-bond
indentures-havebeen—fulfilled;—anyfunds—remaining -are—exeess—funds—subject—to
depesit-or-other-disposition-as-provided-by-Chapter-1V.

- Q@ _ON7Oo AN el o g & ) 13 ELI O T S s ANRTa ratale

ent}ty—the um«veiﬁs&ymay elee—He{ewm—the fands—feﬁhepurpe%—e@debﬁﬂeﬂremeWThe

heldu—mma—separatewaee@uﬂt— aﬁd-—&seé@nly f@r—%he—ﬁurpese—ef—{etirmg mdebteéﬁess by
parchaﬁe -OF- r@dempe}@nmf-ﬁhe»«ﬁmds~mu&t be- expeﬂded ff)%d@b@—fe&r@merﬂ»«n@t iat@r {han

€:B. Compatibility with the Guidelines.

}—Bond-indentures-must-be-in-conformanes with-bond-revenve statutes,Where-a-bond
indentare-provides-permissive-nutherity in-condliet- with-Guideline requirernents:-the
Gmd@lmes Wﬂl prevaﬂmWhere Bt mdeﬁture- 1mpese@-w~mandat@ry duty-in-contliet

[y

Bonds issued after-the-effeetive-date-of-the -1982-Guidelines-shall be in conformity
with all Guideline requirements. This requirement applies to bonds issued to
refinance bond issues outstanding as well as to new bond issues.

2. Bond indentures must be in conformance with bond revenue statutes. Where a bond
indenture provides permissive authority in conflict with Guideline requirements, the
Guidelines will prevail. Where an indenture imposes a mandatory duty in conflict
with the Guidelines, the bond indenture will prevail,

2-3. Systems desiring to issue bonds or to refinance bonds with terms or covenants
inconsistent with these Guidelines may request a waiver from specified requirements.
The Legislative Audit Commission shall approve or deny the request for a waiver
within 60 days after receipt. If no action is taken, the request shall be deemed to have
been granted.

VI. UNIVERSITY-RELATED ORGANIZATIONS

This section outlines the relationships to be followed between universities and university-
related organizations (URO’s).

A. Definition,
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University foundations, athletic associations, alumni associations and corporate
outgrowths are “university-related organizations” (URO’s).
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B. Relationship to the university.
University-related organizations are subject to the Guidelines.
C. Relationship of university and URO.

The relationship of a university to a URO shall be speciﬁed by these Guidelines and

Consideration for the agreemen teontract shall not exceed the cost of providing the services

and shall not include an allowance for risk or profit.—Usniversities-shall-net-pay-indirect
eoststo-aURO-

D. Use of university name.

The university may, upon approval of the appropriate unit in_the universitygeverning
beard, permit the URO to use the university’s name or the initials of such name as part of
the URO’s name.

E. Use of university facilities.

The university may allow the URO to use university facilities, assets, services and
resources, provided that such use is supported by consideration at rates charged other
university users, if such charges are regularly made, or at the cost of furnishing such
services if no internal charges are in existence._Cost may be established by reference to
market rates charged by a university to external parties for such services.

F. Flimination of subsidies.

Each university shall not provideelisninate any direct or indirect subsidies of URO’s from
university or appropriated funds-net-laterthanJune-30,1987. This provision shall not
apply to funds received by the university which are restricted for the benefit of the URO.

The term “subsidy” shall not be interpreted to include centractsagreements, including
lease agreements and licenses, for services as provided for in Sections C and I of this
chapter, s-nor shall it be interpreted to include, subject to applicable laws and university
policies, -interest-bearing loans from the university to a URO which are negotiated at
arms-length, with a stated repayment period.

The university budget processes or the agreementeontraet will expressly identify all
support provided to the URO. Revenue accounts will be maintained to identify all
payments received from the URO for repayment of funds advanced and as reimbursement
or payment for the use of university assets, facilities or services. If the URO maintains
separate financial records, companion entries will;-ef-eeurse; appear in these records as
well.

G. Donated assets.

The following provisions apply to the receipt, retention and use of donated assets or the
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proceeds of assets donated to the URO.

15
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1. URO’s may receive, administer and use donated assets or the proceeds of donated
assets, subject to restrictions, if any, imposed by donors.

2. URO’s are permitted to retain all such donated funds-as-leeal-funds.
3. Unless related to a loan described in the immediately preceding Section F above,

aAny university funds advanced to a URO or receivables from a URO shall be repaid
to the source from which obtained within one year of the date of the transaction.

4. The university budget-and-accounting processes must identify expressly all support

payments received from the URO for repayment of funds advanced and as
reimbursement for the use of university assets, facilities or services. If the URO
maintains separate financial records, companion entries will, of course, appear in
these records as well.

H. Creation of debt.

Any Buniversityies-may-ereate debt incurred under an agreement with a UROQ may be
created only as authorized by applicable laws, including but not limited to, debt under
pﬁiﬁstbaﬁt——%e Article IX, Section 9 of the Constitution of the State of Illmom——%ﬂhe

provision:
I. Transactions between the university and URO’s.
1. General rules.

a) The university shall-netmay enter into an agreement_for a transaction with a

URO 1o purchase. lease, improve or develop real property for the university’s
use and beneﬁt as permitted under Ilhnms law.-in Whl-ch thenUR@eenducts aﬂy

re-gul-ateFy—eempliaﬁee-feq&i-iﬁementﬁ:

b) _ Subject to applicable law, Tthe university may enter into agreements and conduct

transactions purchase—property—from—awith a URO,_in which the URO may

purchase, improve, develop, or redevelop (if necessary), real estate, and enter
into a long-term lease of the real estate with the university for needed university

fac:ihtles ~but—nepreﬁt—sh&l—l—mufe—te the- Ul%@vas%hefes&ke#sueh@aﬂsac‘ae&s

eleﬁﬁed—as—{he ameant—paid—by%heUR(—) mdﬁdingwpfepﬂafeeaﬂé—reasenable
dlr@Cth-QSii-S eﬁmthew—acquismeﬁm—N o-indireet-or--overhead--aHowanee—may- ~be

¢) In addition to the transactions described in the immediately preceding section
(b) above, the university may lease property from a URQO to provide space and
facilities for the university’s use. In no event shall the rental rate be greater than
what is currently considered market rate for the greater geographic area in
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which the university is located.

b)d) Subject to applicable law, the university may purchase real property from a
URO. The purchase price shall not exceed the appraised fair market value of
the property. The consideration for such purchases may include the exchange
of land and facilities of a similar value. The university may not purchase from
the URQ any property which the URO received by donation:, unless set forth
in the terms of the donation agreement, to which the university shall consent,

2—Real-estate:

%&&nivemtyﬁhaﬂfep%ﬂ&e-pmehase—bﬂheﬁkg—efwany-rea}%MMe -exeess-of

f—a&r—m&fket—value - ex-eeswf $2§9—999 miPh@fep@'r”%s—shal} be—prep&red—am&uallyand

published—as-a-part-of-the-university’s-finaneial-report-oer—supporting—schedules
doewmnent.
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3-2. Personal property.

Universities are required to adhere to the Illinois Purchasing-AetProcurement Code
in the acquisition of personal property. Any personal property purchased by the
university from the URO must have been acquired by the URO in accordance with
the Illinois Procurement Codeurchasing-Aet. Otherwise, the university must adhere
to the competitive procurement requirements of the Act in making the purchase.

4.3, Services performed by URO’s,

a) A university may contract with a URO for the provision of services by the URO.
Consideration shall not exceed the cost of providing the services; and shall not
include an allowance for risk or profit.

b) The URO shall maintain sufficient records, including cost allocation detail, time
records, and records of supplies and materials consumed, to enable a post audit
review of the contract by the Auditor General.

lease—or—contract—for-deed-transaction—between—the-university-and- {hew—UPc@-—-mfs
prehlbiteér-—-Capnal lease«~tran&act1@ns—me}udemany +transaction-required-tobe

pfee@éufe&—f@f—‘ehemparaﬁen ef-@AAP—ﬁnanmal« s%&tements-

VII. INDEPENDENT ORGANIZATIONS
A. Definition.

Alumni associations, athletic associations, foundations or corporate outgrowths which do
not agree to conduct their operations as a “university-related organization” subject to
Chapter VI of these Guidelines are “independent organizations” for purposes of these
Guidelines.
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B. Status.
Independent organizations will not be considered administrative units of the university.
C. Standards of university conduct.

This section sets forth the minimum standards to be upheld by the university in
transactions and relationships with independent organizations.

1. The university shall not permit an independent organization to occupy university
facilities or property, except for casual rental of facilities or property regularly made
available to the general public.

2. The university shall not permit an independent organization to use any university
asset, university credit, goodwill, or the name of the university, except as may be
licensed by statute by the General Assembly. Specifically, an independent
organization may not use the name “XXX University Foundation.”

3. There shall be no subsidies, grants or other contractual interplay between the
university and an independent organization, with the exception of contracts for goods
and services meeting the following conditions.

a) The contract must represent a bona fide arm’s length transaction.

b) At least three qualified, responsive bidders must respond to the bid invitation or
request for proposal.

¢) All competitive procurement provisions of the Illinois Procurement
Codeurehasing-Aet must be adhered to, regardless of whether the service or goods
being procured would otherwise be exempt from competitive bidding under the

act.

4. A university shall not employ or appoint an independent organization to act as an
agent for the university in any transaction.

5. The university shall not transfer any funds to an independent organization except as
provided in item 3 of this section. Funds donated to the university shall not be
transferred to an independent organization.

6. The university shall not urge, suggest or recommend contributions to an independent
organization. The university may make such recommendations with regard to
university-related organizations (URO’s).

7. No officer or employee of the university shall serve concurrently as an officer,
trustee, employee or director of an independent organization.
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8. Prior to establishing a status as an independent organization, all prior subsidies, in-
kind grants, and payments of whatever kind must be repaid to the university.

9. Any URO or independent organization created by distribution of the assets of any
other URO or independent organization shall be deemed to have the same status as
the creating/distributing URO or organization until such time as it fails to meet the
criteria established by these Guidelines.

10. The university shall not grant an independent organization use or benefit of the
university’s tax exempt status under either State or federal laws.

VIII. INVESTMENT INCOME

Net investment income received in any fiscal year by a university which is not-allocated to
the entity-er-source of funds generating the investable cash or used for the cost of managing
the investment program; is to be deposited into the appropriate University Income Fund.

n—exeess-- @f«—$%§9 m -aﬁér ------ 7 et-—ﬁmded mby S separ—a@emappr@prlaaeﬁ— spemﬁca}ly
identifyingthe particularaequisition:

B—Funds-paid-over-to-the-lneomeHund.

Each-university-shall-prepare-an-annual-report-summarizing-by-aceounting -entity-the
fands—pa{d -over-to-the- Iﬁeeme«%luﬂdr by ep@rau@mef —these Guidelines— @ep«ws -of-the
appeﬁd@é-te---th@--fwm

C—Hach- uﬂwefsney 1&5umg-eert~1ﬁeates—ef ---partlmpat}en@%pame—lpaﬁﬁgm&ease—@r purchas@

ﬁﬁancml—fe-per—t- ef—sappemﬁg—sehedales—deemen%w-Al1~repeﬂs »req&wed»unéer— these
Guidelines-shall-be-public-documents;-copies-of which-shall-be-availablefor inspeetion

. . Y . .
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XIX, STATUTORY COMPLIANCE

In the event any guideline set forth above, when applied by a university or its governing
board, or a URO, is inconsistent with the laws of the United States or the State of lllinois,
then the university or its governing board, or a URO, shall be excused from complying with
the terms of these Guidelines and shall be required to comply with such laws.

XX, TRANSIHONADDITIONAL- PROVISIONS

A. These Guidelines shall become effective upon their adoption by the Legislative Audit
Commission (LAC)-university s-governing-board,

B. The universities shall achieve compliance with these Guidelines within one year of the
adoption date by the LACnetlater-than-June-30,-1983.

B

- ¥

by~the Legislm-we ~Aud1t (J@mmiss;@rr« Eachr wers}ty —shall—aeh&eve cemphﬂncemwﬂh

AAAAA




