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Policy and Procedures Memorandum

The purpose of this memorandum is to define the University of Louisiana System’s policy and
expectations relating to the relationship between its universities, their foundations and other
affiliate organizations. This policy shall not be construed in any way as to jeopardize an
affiliate’s private, non-profit, tax-exempt status.

The University of Louisiana System recognizes that university affiliates provide benefits to its
member universities, including raising private dollars for enhancing academic programs,
constructing and improving facilities, providing scholarships, promoting athletics, building
alumni relations and advancing other programs that assist the universities in achieving their
missions.

Affiliated non-profit organizations that exist to serve and benefit universities must make it clear
that they are separate and independent from the public universities they support. Yet, these
organizations must remain accountable to the citizens, alumni, and contributors that support the
university’s institutional goals and initiatives. To ensure that the universities and their affiliated
organizations have a clear understanding of their legal, moral, and financial responsibilities, each
university and affiliate shall enter into a memorandum of understanding or affiliation agreement
that will be approved by the UL System Board of Supervisors.

Continued compliance with the affiliation agreement, state law [including R.S. 17:3390], and
Federal Internal Revenue Service regulations for 501(c)(3) corporations (as applicable) is
considered necessary for foundations and other affiliated support organizations to maintain their
non-profit, tax-exempt status and be recognized by the Board of Supervisors for the University
of Louisiana System. Accordingly, each university shall ensure compliance with the following:
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1.

The university must enter into an Affiliation Agreement with each foundation or other
affiliated non-profit organization. The recommended Affiliation Agreement for alumni,
athletic, and other developmental organizations is found in Attachment 1 of this Policy
and Procedures Memorandum; the agreement for organizations that are created to assist
the University with its capital projects or facilities program construction, finance,
acquisition, etc.) is found in Attachment 2.

a. Affiliation Agreements and any addendums must be approved by the University
of Louisiana System Board of Supervisors.

b. The Affiliation Agreement should contain, at a minimum, all applicable
provisions of the agreement found in Attachment 1, except in special
circumstances, which shall be approved by the System Vice President of Facilities
and Operations.

The University may choose to use the Affiliate’s management expertise regarding the
maintenance of investment portfolios to assist the University with its Endowed Chair and
Endowed Professorships Program. Should the University and the Affiliate agree to this
arrangement, they must enter into a Funds Management Agreement. This agreement will
ensure that the funds will be invested, accounted for, expended, and audited in
accordance with the policies of the University of Louisiana System Board of Supervisors
and the Louisiana Board of Regents, and with all applicable state laws and regulations.
The Funds Management Agreement is Attachment 3.

Except for those public funds related to the Endowed Chair and Endowed Professorships
Program or to a project supported by a
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b. Such employees’ job descriptions identify them as having affiliated organization
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c. University management shall obtain and review a copy of the audit report, along
with any management letters and/or separate agreed-upon procedures reports.

1. An
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Policy References:
R.S. 17:3390 - Private nonprofit corporations
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ATTACHMENT 1

AFFILIATION AGREEMENT

THIS AGREEMENT made and entered into this day of 20

by and between

NAME OF UNIVERSITY
(herein called “University”)

and the
NAME OF AFFILIATE
(herein called “Affiliate”);

WHEREAS, as stated in its articles of incorporation, the Affiliate is a separately
incorporated 501(c)(3) organization and is responsible for identifying and nurturing relationships
with potential donors and other friends of the University; soliciting cash, securities, real and
intellectual property, and other private resources for the support of the University; and
acknowledging and stewarding such gifts in accordance with donor intent and its fiduciary
responsibilities; and

WHEREAS, this Affiliate is often closely identified with the University, if not in fact, at
least in the perception of citizens, alumni, and contributors to the support and development of the
University; and

WHEREAS, the University recognizes that .024 370210130 1(s)] 0 0 1 296.81 370.13 Tm nniz
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WHEREAS, it is, therefore, prudent and beneficial for the University and this
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The University’s Relationship to the Affiliate

1. The University President or his/her designee should communicate the university’s
priorities and long-term plans to the Affiliate. The chief executive of the Affiliate
should have regular, reasonable access to the University President or his/her designee
and to other members of the President’s senior administrative team for the purpose of

being an activregular,and
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c. The University may choose to use the Affiliate’s management expertise regarding
the maintenance of investment portfolios to assist the University with its
Endowed Chair and Endowed Professorships Program. Should the University and
the Affiliate agree to this arrangement, they will enter into a Funds Management
Agreement. In accordance with the Funds Management Agreement, the Affiliate
shall comply with the Board of Regents’ Statement of Investment Policy and

Objectives, which
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4. The Affiliate shall be responsible for establishing and implementing a system of controls

that ensure



Policy on University Foundations
And Affiliate Organizations
Page 12

Accordingly, the Affiliate will not provide funds in any manner for university
employees tonendorse political parties or candidates, attend political fund-
raisers, participate in lobbying activities, etc.

4) Any expense or reimbursement that would create, under all the circumstances,
a reasonable conclusion on behalf of the Affiliate that the benefit to the
individual University employee outweighs the benefit to the University may
not be paid.

5) Any expense or reimbursement that would create, under all the circumstances,
a reasonable conclusion on behalf of the Affiliate that the amount is
extravagant or lavish beyond the appropriate University purpose may not be
paid. While not necessarily controlling, reference should be made to
regulations adopted by the Internal Revenue Service in connection with
allowed business expenses.

6) Funds shall not be disbursed in connection with contracts (or other
agreements) between the Affiliate and a University.efpiiegLi0122s51RtiAedm[(a)14(mo)3(
in writing and with specificity demonstrating, among other justifications, that
the proposed contractual duties with the Affiliate are not those which the
employee should perform direct3eTm[ 0 1 3841 0 0 1 TJ15(it)6(ing)] TJETBT1 00 1 208.77:
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6. For those affiliated organizations included in the ULS reporting entity, the audit

engagement letter must be presented to the ULS System President for approval prior to the

commencement of the audit.

a. The Affiliate’s engagement letter with
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a. Should the Board of Supervisors determine that a more in-depth review or audit
of the Affiliate’s records is necessary, the Affiliate will be instructed to contract
for agreed-upon procedures engagement with a CPA that is mutually acceptable
to both the Affiliate and the Board. The ULS Board’s Finance Committee
Chairman will select the CPA to perform the engagement ih the event that a CPA
acceptable to both parties has not been identified within 60 days of the Board’s
initial written request for the agreed-upon procedures engagement.

b.TThe Board’s Finance Committee Chairman (or the System President, if so
designated by the Board) will identify the/adeeed-upon procedures that will be
performed and will approve the

0©@e51 9BT1 00 1 4(na)38(97.53 55¢)4(e)4(s)9(sa)3(r)-6(v)30(146.9e51 9BT1 001 192.74541.39 TmI()9.9e51 9BT1 0 229.1
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4. Should the Affiliate cease to exist, fail to maintain an affiliation agreement with the
University, or the affiliation agreement is terminated by either party, all Affiliate funds

will become the property of the University or other University-affiliated organizations

approvated
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D. Services to be performed:

(1) By the Non-Profit Nickname:

(a) The Non-Profit Nickname agrees to perform services consistent with its
mission generally and as specifically set forth in this Agreement.

(b) May lease property from the University in accordance with La. R.S. 17:3361
for the advancement of the University’s mission.

(c) In addition, the Non-Profit Nickname may perform other services consistent
with its overall purpose for the benefit of the University.

(2) By the University:

(@) The University agrees to make available to the Non-Profit Nickname,
whenever feasible, facilities, personnel, or other support provided that the
University is reimbursed directly or in kind for any costs associated with these
items.

E. The books and records of the Non-Profit Nickname shall be kept in accordance with
generally accepted accounting principles and shall be audited annually in accordance
with generally accepted auditing standards by an independent professional auditor
who shall furnish to the University and the legislative auditor copies of the annual
audit. All audit findings, audit exceptions, or any misuse of funds shall be reported to
the Board of Directors of the Non-Profit Nickname, who shall maintain a written
policy regarding the handling and
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may also demand the immediate withdrawal of some or all public funds on deposit
with the Non-Profit Nickname.

G. Either party may, upon 90 days prior written notice to the other, terminate this
agreement. Notwithstanding the foregoing, either party may terminate the Agreement
in the event the other party defaults in the performance of its obligations and fails to
cure the default within a reasonable time after receiving written show cause notice.

H. Should any substantial misuse of funds or fraudulent activity on the part of the Non-
Profit Nickname be discovered, the University may at its discretion, terminate this
Agreement. In such case, the Non-Profit Nickname shall be prohibited from using
the University’s name to solicit donations, enter into any real estate transaction, or
used for any other purpose and shall not in any way represent to alumni, contributors,
and the general public that the Non-Profit Nickname is affiliated with the University
or any of the colleges, schools, departments, and divisions comprising it.

I. If this Agreement is terminated by the University or by operation of law, any
transactions entered into by the Non-Profit Nickname prior to the receipt of such
notice shall be binding upon the University. Should the Non-Profit Nickname choose
to terminate this agreement, the university may require the Non-Profit Nickname to
pay debt it holds on behalf of the Non

rl4] TJ.42 4h4f9 4521 0 052]
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M. Whenever any notice or demand is required or permitted under this Agreement, such
notice or demand shall be given in writing and delivered in person or by certified mail
to the following addresses:

University: University Name
Office of the President
Address
City, State, Zip Code

Non-Profit Nickname: Non-Profit Full Name
Non-Profit Address
Non-Profit City, State, Zip Code

N. This Agreement constitutes the entire Agreement between the parties and shall be
amended in writing, executed by all parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date first
above written.

WITNESSES:

By:

President
University Name

WITNESSES:

By:

President or the like
Non-Profit Full Name
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WHEREAS, the Affiliate is capable of providing management and investment services

and acting as a depository for such Program Assets;

NOW, THEREFORE, the parties agree as follows:

1.

The University and the Affiliate have a current Affiliation Agreement that has been
approved by the Board of Supervisors for the University of Louisiana System.

At its discretion, the University may deliver Program Assets for deposit with the
Affiliate.

The Affiliate acknowledges that the Program Assets being delivered belong to the
University and the use of the revenues generated by the investment of these Program
Assets is the sole responsibility of the University.

The Affiliate, on behalf of the University, shall account for, maintain, and invest the
Program Assets in accordance with the Board of Regents’ Statement of Investment
Policy and Objectives.

The Affiliate shall use its management expertise and best efforts to analyze the
portfolio and earnings potential of Program Assets investments to ensure their
adequate maintenance and performance and shall make such investments thereof as
are consistent with prudent investment management principles.

The Affiliate shall furnish to the University and the Board
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7. The Affiliate may charge an investment/management fee not to exceed the maximum
fee allowed by the Board of Regents’ Statement of Investment Policy and Objectives.
Such fee shall be reported to the Board of Regents in the year-end report.

8. In accordance with the Affiliation Agreement between the University and the
Affiliate, the Affiliate’s financial statements shall be audited annually in accordance
with generally accepted auditing standards by an independent professional auditor.

a. The Affiliate’s engagement letter with the independent CPA will require that
the auditor provide supplemental assurances that the Affiliate has complied
with this Funds Management Agreement, which includes compliance with the
Board of Regents’ Statement of Investment Policy and Objectives.

b. The Affiliation Agreement requires the independent professional auditor to
furnish copies of his annual audit and management letter, if any, to the
University and the legislative auditor. A copy of the annual audit and

management letter,
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9. This Funds Management Agreement shall continue in full force and effect until
terminated by 120 days written notice by either party or by operation of law.

a. Should the University choose to terminate this agreement, the agreement shall
continue in full force and effect until receipt by the Affiliate of the notice of
termination, and any transactions entered into by the Affiliate prior to the
receipt of such notice shall be binding upon the University.

b. Should any substantial misuse of funds or fraudulent activity on the part of the
Affiliate be discovered, the University may, at its discretion, immediately
terminate this agreement.

c. Immediately upon termination of this agreement, the Affiliate will provide the
University with complete documentation of the Program’s investment
portfolio. The Affiliate will then transfer Program Assets back to the
University based on the time schedule to be determined by the University.

10. Whenever
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Attachment 4

Example Supplemental Assurances/Procedures for
Annual Audit of Financial Statements

1. The (name of affiliated organization) did not make loans to or allocate any net earnings
or assets to the benefit of its directors, officers, or other private persons. Any
payments made to these persons were for reasonable compensation for services
rendered or reimbursement for reasonable travel expenses.

2. The (name of affiliated organization) made no political contributions nor reimbursed
any employee for politically-related expenses that would violate IRS guidelines for
501(c)(3) organizations [for example, IRS Fact Sheet 2006-17]. Accordingly, the
Affiliate did not provide funds to or on behalf of university employees to endorse
political parties or candidates,
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ATTACHMENT 5
General Checklist of Required Agreements,
Reports, and Audit Information
1. Affiliation Agreement (with alumni and other non-profit organizations) [Attachment 1]

A) Authorization for Affiliate to manage Endowed Chair and Endowed Professorships
Program assets

B)

1)

2)

“Affiliate Responsibilities, Asset Management,” Section 4.d. requires that Affiliate and
University enter into a Funds Management Agreement

See Checklist section on Funds Management Agreement

Payments made to or on behalf of University employees

1)

2)

3)

4)

“Affiliate Responsibilities, Affiliate Funding and Administration,” Section 4.a.2)
requires that the Affiliate ensure that supplemental compensation and/or benefits for
university employees must:

a. have advance approval from the Board of Supervisors and

b. must be paid to the University, not directly to the employee unless express
approval has been obtained from the University President through the Board of
Supervisors

“Affiliate Responsibilities, Affiliate Funding and Administration,” Section 4.a.3)
permits that travel, entertainment, educational benefits and other reimbursements
may be made to a University employee with the approval of the appropriate
University administrator

“Affiliate Responsibilities, Affiliate Funding and Administration,” Section 4.a.5)
requires that the Affiliate report all single payments of $1,000 or more made to or on
behalf of a University employee — the report will be made on a quarterly basis on the
timeline established by the university

“Affiliate Responsibilities, Affiliate Funding and Administration,” Section 5.c. requires
the Affiliate to include in its annual financial statements a supplemental schedule of
all payments, regardless of amount, made to or on behalf of the University's
intercollegiate athletics program.

a. Supplemental Assurances — The Affiliate’s auditor will perform supplemental
procedures on the schedule and provide assurances that the schedule is
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members of the Affiliate’s Board of Directors, members of the UL System Board of
Supervisors, and any university or System Office employees.

a. Supplemental Assurances — The Affiliate’s auditor will perform supplemental
procedures to provide assurances that the note is reliable. [Attachment 4]

D) Affiliate’s Annual Audit

1) Affiliate shall be audited annually in accordance with generally accepted auditing
standards.

2) Copies of the audit and management letter (with supplemental assurances on
agreed-upon procedures) shall be furnished to the University and the legislative
auditor within six months of the fiscal year-end.

3) Audits shall include the performance of agreed-upon procedures that will be
determined by the University President.

2. Affiliation Agreement (with Facilities Corporations) [Attachment 2]
A) Affiliate’s Annual Audit [Section E]

1) Affiliate shall be audited annually in accordance with generally accepted auditing
standards.

2) Copies of the audit and management letter shall be furnished to the University and
the legislative auditor within 120 days
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D) The BOR policy also requires that agreed-upon procedures audit report be issued on
the Affiliate’s compliance with BOR'’s investment policy (which also covers expenditure

of the funds) — the agreed-upon procedures are included in the Statement of Investment
Policy and Objectives

E) Funds Management Agreement must be approved by the UL System Board of
Supervisors



