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FOREWORD

The Program Review and Investigations Committee, at its August, 1981 meeting,
voted to study the purposes, policies and operational procedures of the state’s university

foundations and to review their use of public resources. The report which follows is the
result of that study.

Our appreciation is extended to the staffs of the Council on Higher Education and
the Department of Finance for their assistance in this undertaking. Special appreciation is
extended to the administrative staffs of the unversities for providing working space, access
to information and documents, and an atmosphere of openness and cooperation.

The study was conducted by Tanya Gritz, Sheila Mason, Brent Neiser and Sarah
Hayes, and legal consultation was provided by Ethel Alston. The manuscript was prepared
by Jeanie Privett and Esther Robison.

Vic Hellard, Jr.
Director

The Capitol
trankiort, Kentucky
August, 1983






TABLE OF CONTENTS

FOREWORD w0t o0t romoie sviminivinm e sinoinn s e srs s s s aasboss b 6 oo s i s siia s S5 st i

TABEEOF CONTEINTS o osiassimn s oo 8658 600 Hit S iammre oemarmnmiece aa e e s teseroms sty sia iii

L ST OF TABLES. ... e e e e e i il

FRIMIMAT ..+ vosorics oo s e S SR R B8 o s mime s e o mamc el S8 e taer i S Y

INTRODUCTION ..ottt e e e e e e e e vii

CHAPTER i. DEFINITION AND PURPOSE OF FOUNDATIONS. . ... oovoveen i 1

Purpose of University COrporations ................ooonromnenon . 1

CHAPTER 1. OPERATION OF UNIVERSITY CORPORATIONS . ... 9

SOUTCES O RENEIUE . 105 505 55045 5% 53 0 mem e tmsseien's Eixierote see s e 9

Exvenditures . . ...oveiinnn e R R 20

Governing Structure and Control. .. ... .ouueinet e 20

Financial Relationships With Universities. .. ............. SRR S e s 26

Audits and Financial Statements ...............overvenroninrinnnnnn, 26

Public Resources in Private COrporations. ... .......ovurrnuneonon ... 27

Auxiliary Operations ... ...\ vuuureere e 27

CHAPTERIII. LEGALSTATUS OF UNIVERSITY CORPORATIONS ... ... .. 29

Kentucky Non-Profit Corporation Act .. .......c.ovvrerne ., 29

Tioverning Bodies and Management of the Corporatlon S R S, R st . 30

Socks and Records of Private Foundations ..............o0voroonn ... 31

Cualifications for Tax Exempt Status of Private Foundations . .. ... . sawale 31

Articles of INCOTPOTation. .. ..o vttt e e 32

Reporting and SAnAartds . .. couwweuois oo siermiiv s s s 505 wa s e s 32

CHAPTERIV. CONCLUSIONS AND RECOMMENDATIONS .. ..o 35
APPENDIX:

Bastern Kentucky UnIVersity, .« couvvt it oo e e e 39

Kentucky State University............. N S I e R S i SR R S T 50

Morehead State University ... ...........oiue i e S 57

Murray State University. .. ................ SRS e i [ 60

Northern Kentucky University ................ o e N R S e e e 68

University 0F KemtUucky o .o vuvun ittt e e e e 77

University of Louisville ... ..o i i e 89

Western Kentucky UnIVEISIEY « oo v veuveiiesniiinsnann ssomnsmms e 96

LIST OF TABLES

1. University Affiliated and Related Corporations. . .......ccviiiiiineerrnervnisansns 9

2. Fund Source tc University Corporation, FY 1981 ... .....ciiiiiiiiiiiiiiiiiinnnns 12

3. Summary of University Corporation Organization ..........cccevieiiiirnceaens 23

83/1°300

iidi






SUMMARY

The Legislative Program Review and Investigations Committee voted in August,
1981, to review university foundations and related organizations to:

1. review the purposes, policies and operational procedures of the university

foundation structure as it reiates to the university and the state; and

2. review the use of public resources within the private foundations.

The forty-five university corporations, of which university foundations are just a
part, are varied in structure, purpose and method of operation. This review divides the cor-
porations into three groups: those that are university affiliated corporations according to
the definition in HB 622, passed by the 1982 General Assembly; those that are related to a
university but not defined as affiliated corporations; and unrelated organizations.

In summary, HB 622: authorizes the formation of affiliated corporations and
defines the relationship with a host university as being one over which the university has ef-
fective control; requires the corporation to reimburse the university for expenses incurred
in its operation; requires corporations to account for and expend public funds according to
the same principles of accounting and purchasing as used by the host university; requires
fund definitions consistent with those of the American Institute of Certified Public Ac-
countants; requires auditing of corporation funds; and makes compliance with the re-
quirements optional on the part of the host university.

After analyzing the purposes of the first two groups of corporations, it would
seemn that in most cases the same or a similar purpose could be achieved by providing that
function within the university framework. Consequently, it appears that most university
corporations are creaied essentially to give identity to a specific function and in some cases
iy allow more timely and liberal expenditure of certain funds. However, certain university
corporations serve a unigque and specific purpose and cannot be characterized as typical
“university foundations.”” Primarily these include medical-school-related foundations.

Prior to the enactment of HB 622, the legal status or regulation of foundations
was indirect and controlled primarily by KRS Chapter 273, the non-profit corporation
chapter. The unique relationship of university corporations tc the university as a state agen-
cy was not addressed in that chapter, and therefore little formal control or oversight ex-
isted. This circumstance has brought to the forefront the question of oversight of how
funds are expended in a university corporation, for what purposes, and according to whose
authority.

Chapter 1V of this study is a summation of critical issues and conclusions that
support the recommendations included in that chapter and listed below. The recommenda-
tions intend to provide for clear oversight and accountability of both the affiliated corpora-
tions and university relations with non-affiliated corporations.



Recommendations

1. There is overlap of resources of universities and affiliated corpora-
tions; moreover, HB 622 does not specifically address capital con-
struction activities of affiliated corporations. Therefore, legislation
should be introduced to require budgeted public funds of university
affiliated corporations to be subject to prior review by the Finance
and Administration Cabinet and the Legislative Committee on Ap-
propriations and Revenue.

The Committee voted to reject Recommendation #1 and replace it with the follow-
ing:

1. All affiliated corporations should be required to file annual finan-

cial statements in accordance with guidelines established by the
Council on Higher Education. All funds deposited with affiliated
corporations should be excluded from the appropriation process.
Where affiliated corporations provide services for an institution
that are traditionally performed by the institution, state policies and
procedures should govern the expenditure and use of those funds.

2. To provide consistent treatment and complete oversight by ap-

propriate review bodies, legislation should be introduced specifying
that affiliated corporations must comply with the provisions of HR
622.
Legislation or regulations should be introduced requiring that all
university and affiliated corporation deajings with university cor-
porations that are not affiliated corporations shouid be on the basis
of contract, specifying services received and rendered and ap-
propriate compensation, as would be done between any private enti-
ty and public agency.

Tad
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INTRODUCTION

in August, 1981, the Program Review and Investigations Committee voted to
review university foundations and relaied organizations. There are some forty-five private
organizations that are related to public universities. They are under varying degrees of con-
trol by the universities to which they are attached. These organizations are commonly called
private foundations or affiliated corporations. They have come under increasing public
scrutiny, since many of them use public resources in their operations, while remaining ex-
empt, because privaiely incorporated, from state control, audit, or oversight.

The purpose of this study is to

{1} review the purposes, policies and operational procedures of the university

foundation structure as it relates to the university and the state, and

(2} review the use of public resources within the private foundations.

The present study does not attempt to actually audit foundation receipts and expenditures,
althougn audits of the foundations were reviewed. Therefore, no evidence of specific ex-
penditures or accounting of monies is provided; the category of receipt and expenditure is
discussed, however, and the framework within which foundations operate is evaluated.

The firsi three chapiers provide descriptive background on the purposes and func-
ticas of foundations, their structure and characteristics, and legal parameters within which
they operaie. Chapter IV provides analysis and recommendations for further regulation.
Eact of the university corporations is described in some detail in the Appendix.

vii






CHAPTER1
DEFINITION AND PURPOSE OF FOUNDATIONS

For the purposes of this study the term *‘university corporation’’ is used, for lack
of a better general term, to mean corporations, including affiliated corporations, as well as
the other organizations generally perceived as being related to the university and organized
congistent with section 501{(c)}(3) of the Internal Revenue Code (permifting tax-exempt
status).

These organizations can be divided into three groups:

1. affiliated corporaticns, as defined in HB 622;

2. organizations that have unigue relationships with a university but

dc not fully meet the definition of affiliated corporation with
respect to control by a university; anc
3. unrelaied organizations, over which the university exercises nc con-
trol, and whose operations invclve no siate resources.
‘*Affiliated corporation means g corporate entity which is not 2 public agency 2nd

which is oiganized pursuani to the provisions of XRE Ch

et b kR

exercises effective control by means of appoiniinsiis o i

)

could not exist or effectively operale in the absence of

stitution,”” {HB 622). A private foundation, as gefined iz the Internal Revenue Code, See-
tion 309, is a fax-exempt organization which is operated exclusively for scientific, liferary,
and educational purposes, except organizations which (1) are organized and operaied ex-
clusively for the benefit of a public university; (2} receive over one-third of their funds from
gifts, granis, membership fees, and gross sales receipts {(not including unrelated income);
and (3} are organized to do {1} and (2), and are supervised and controlled by an organiza-
tion as described in (1) ang {2). Most of the organizations treated here, then, are not private
foundations.

It would be disadvantageous for those crganizations studied ic be classified as
privaie foundations, since private foundations may be subject to income taxes on their in-
vestment income. Further, the amount a person may donate on a tax deductible basis is
reduced from fifty percent, as is the case when donating to a tax-exempt 501(c)(3) organiza-

tion, to only twenty percent of gross income when donating to a private foundation.
Purpose of University Corporations

University corporations traditionally perform several functions, including fund
raising, alumni operations, loan and scholarship programs, and the provision of gifts to the
universities to supplement state appropriations. Frequently, university corporations are
organized to perform such special functions as operating intercollegiate athletics, providing

)



a conduit for research, providing medical practice plans, providing medical bill collection
services, and operating specific government grants.

University corporations are incorporated as private non-profit corporations, in
order to provide a clear distinction between state funds and private funds available to the
university. Primarily the state funds in universities include general fund appropriations as
well as bond proceeds, tuition fees, fees for room and board, incidental fees, and fees
generated from the primary missions of the university: teaching, research, and public ser-
vice. These funds are to be used for the general and specific operation of the university or
for state debt retirement. State funds flow to and are held by the state treasurer. Such funds
are expended according to state policies and procedures.

That process is in contrast with those of private corporations, which may hold
funds received either for specific purposes or to be appropriated by the board of directors,
in accordance with the purposes of the private corporations. Funds flowing to the private
corporation are exempt from being transferred to the state treasurer, and are instead held
locally by each university corporation.

The rationale for keeping certain funds separate from the general operational
funds covers a wide territory. The most common reason is to promote fund raising and gift
giving.

The following sections are a discussion of the justifying purposes and primary
functions of university corporations. The sections also include a comment on the viability
of those purposes.

Private Gifts and Contracts

The establishment of university corporations is justified as providing a vehicle by
which private gifts and contracts can be received and held separately from staie funds.
Donations could be severely reduced if donors were not assured that gifts were going to be
held at the university by university persennel, and not used to replace state appropriations.
If those receipts were to flow to the treasury, a donor might fear that his gift could lose its

identity, that it might be used for general operations, and might even result in reducing the
siate appropriation.

In fact, however, KRS 41.290 states that private funds or contributions received
by state supported institutions of higher learning need not flow to the state treasury. Those
funds may be retained and still accounted for wiihin the university’s accounts. Consequent-
ly, a perceived fear of the donor and university does not, in fact, appear to be necessary, as
current statute allows for university control of private monies. (See OAG 82-520.)

Since current statutes clearly provide that universities are not required to transfer
these funds to the treasury, a university is entitled to hold such funds and may identify them
in a separate restricted account. KRS 41.290 does no: specificaily identify private contracts
as private funds; however, the American Institute of Certified Public Accountants (AIC-
PA) audit guide for colleges and universities does group private grants and contracts with
gifts. The AICPA guide is used by the Kentucky State Auditor of Public Accounts.



The need to keep gifts and other private funds outside the university in order to
separate them from public monies does not, in fact, appear to be a justified reason for the
existence of university corporations. However, public perception may be stonger than fact.

Expenditure Flexibility
Administrative and legislative controls have hampered the discretion of univer-
sities with respect to certain expenditures. Some university corporations are formed, conse-
quently, to allow greater flexibility for expenditures. Most frequently mentioned examples
are travel restrictions, printing procedures, and entertainment. A university corporation as
a private body may spend its funds for these items in a more expedient manner. The univer-
sity, on the other hand, has the same restrictions in expending funds that any other state
agency has. In the case of travel, for example, after-the-fact reimbursement and low
allowances for out-of-state travel can impose a hardship on travelling staff. (This applies to
all state emplovees.) University corporations are 2 means of avoiding that hardship.
However, there is some flexibility in the expenditures permiited state universities
through their imprest cash accounts. The following are permitted:
» purchase of art, bocks, maps, and technical material, and payment of
visiting professors, speakers, and performing artists;
¢ purchases up to $5,000:
o nayments for sxpenditures authorized by ioczl, federal, and orivais
granis and contracts;
o paymens to students for inans, scholarships, awards {up to $1,000 per
individnal):
» faculty, staff, recruilitoent expenses;
& in-state travel;
@ honoraria (up to $1,000); and
o gne-time personal services (up io $500).
Again, private funds held by the university may be spent according to the bona fide
specifications of the donor and contractor, ever if that method coafiicts with siate pro-
cedure. Therefore, it does not appear necessary t¢ hold private funds in 2 universiiy cor-
poration in order {0 avoid resirictive state expenditure procedures.
Augxiliary Operations
The maintaining of auxiliary operations (c.g., booksiore, laundry, dormiiories)
could be a justification for having a private university corporation. However, there is no
evidence that this is a compelling purpose. Several universities operate such services within
the university as well. It appears that when an auxiliary operation is attached to a university
corporation, the reason is to provide additional funds for that university corporation; then,
through the corporation, the revenues generated are used for the benefit of the university.
But operations are not a determinant purpose for university corporations.
The 1981 Price-Waterhouse study, A Study of the Management Practices and
Procedures of Kentucky’s Public Universities and Colleges, Phase I, recommended that all



auxiliary operations be conducted within a university, since there is no compelling reason to
operate them outside the university. Further, the question might be raised whether the in-
come generated by these auxiliary operations could be considered ‘‘unrelated business in-
come,’” as defined in the IRC Section 513; that is, that income may be taxable income, as
defined in the IRC Section 512. The question of taxability would not apply if the university
itself operated the auxiliary function for the benefit of students, faculty, staff, and pa-
tients, [IRC Section 513(a)(2)].

Public Grant and Contract Funds

University corporations are sometimes justified as vehicles through which govern-
ment grants and contracts may be administered separately from other university funds, and
be spent outside the state purchasing regulations.

Kentucky’s purchasing procedures pose certain problems for universities engaged
in research. The time constraints involved with purchasing computers, printing, bidding for
equipment, and other expenditure requirements under the state procurement system may
prevent the timely execution of the contract terms. University corporations were created to
provide a more expeditious vehicle through which tc acquire equipment necessary in
research.

However, House Bill 622 addresses this problem by aliowing purchasing authority
under the Model Procurement Code to be delegated to the universities by the Finance and
Administration Cabinet. As a result, the need to expedite purchasing and expenditures in
the process of research is no longer a justification for separate university corporations for
those universities which choose to take advantage of the delegated purchasing provision in
HB 622.

Government grant and contract funds received by 2 university, or its affiliated
corporation, according to the definition of the American Institute of Certified Public Ac-
countanis (AICPA) audit guide, are public funds. Therefore, based on OAG 82-521, these
funds are to be handled in one of two ways, at the election of the university: (1) if the
university elects to be subject (¢ the provision of HB 622, the funds may remain at the
university and be accounted for in accordance with HB 622; or (2) if the university or its af-
filiated corporation does not wish to opt for the provisions of HB 622, then these funds
must flow to the treasury upon receipt, pursuant to KRS 41.070. In the event the funds
come to the Treasury, the grant or contract may still retain its restricted nature and thus be
spent only according o the terms of the contraci. Expenditures would only be made ac-
cording to the provisions of KRS Chapter 45 and 45A as well, or other applicable statutes.
These funds should not be treated as private gifts and contracts.

Accountability of Self-Supporting Operations

In some cases university corporations have very specific purposes and are thus
justified as providing identity to a particular program and keeping all funds used in the
operation of that program separate. In this way a program can be made clearly accountable
for all expenditures. Subsidies of such programs can be more clearly shown to exist or not



exist. For example, the University of Kentucky Athletic Association, Inc. is a respository
for all and only those funds that are to be used for the major intercollegiate athletic ac-
tivities. The University of Louisville Hospital, Inc. is another example of a framework
designed to provide accountability. 1t would be possible, however, to achieve similar results
simply through accounting design within the university’s overall organization. Moreover,
the Board of Directors of affiliated departments could serve to control the use of the funds
and provide management accountability, as well as accounting accountability.

Non-Affiliated and Special Purpose Foundations

There is another group of university corporations which either are not identified
as affiliated corporations relative to HB 622, or which have special purposes. These
organizations have unique relationships with the universities and narrowly focused pur-
poses only tangentially related to the primary mission of the university. For those reasons,
such university corporations may be justified.

Medical-School-Related Foundations. A unigue purpose for a university corpora-
tion is to operate a teaching hospital. The University of Louisville has established its
teaching hospital as an affiliated corporation. For several years there was probabiy no real
reason for the hospital io remain a separate foundation; when the university acquired the
hospital, it was operated within the university and not through the foundation. A hospital
foundation was created by the University of Louisville for the purpose of operating the
hospital in 1977, but it in fact did not do so until 1981. At this point responsibility for the
hospital operation was officially transferred; the foundation then coniracied with outside
management firms to operate it. It was hoped thai since the hospital had been ¢perating on
a deficit basis and was perceived solely as 2 charity hospital, by operating 1t privately, mors
physicians would be willing to piace private paying patients in the university nospital and
therefore help to bring it cioser to a break-even situation.

Since the University of Kentucky operates its hospital within the university aad
the University of Louisville has done so in the past, there appears io be litile compelling
season to operaie a teaching hospital as a separate foundation.

Physician practice plans are also a case of special purpose jusiification for 2
sniversity corporation framework. The universities’ medical schools have associated physi-
cian salary supplement plans which are operated through separate corporations. in boih
cases the practice plans operaie exclusively for university physicians. All incoming physi-
cians/facuity must participate in the plan.

The university corporations which operate the practice plans, Kentucky Medical
Services Foundation at the University of Kentucky (KMSF), the Fund fer the Advancement
of Education and Research in the University of Kentucky Medical Center (this organization
is a somewhat different type of organization from the other two listed, and is described
later), and the University of Louisville Medical School Fund collect physician fees either
directly (the Fund and KMSF at the University of Kentucky) or indirectly through each
physician (Medical School Fund at the University of Louisville). Those funds are used to



supplement physicians’ salaries and to enhance the hospital plant, equipment and pro-
grams.

Since these plans deal with the collection of fees from individuals practicing on
non-teaching time, in the case of Kentucky Medical Services Foundation and the Medical
School Fund (using university equipment for which compensation is made), there probably
is some justification for these university corporations as a way of allowing the physicians
clearer control over their own earnings. (For a further explanation of how the funds flow in
these university corporations, see the Appendix.)

The Fund for the Advancement of Education and Research at the University of
Kentucky Medical Center was the original operator of the physicians’ practice plan at the
University of Kentucky. The Fund includes collections for dental services, student health
services, and the remaining portion of the medical services that were not transferred to the
Kentucky Medical Services Foundation. The Fund operated (and continues to operate for
some faculty) under the philosphy that all revenue generated by dental and medical faculty
should return to the university corporation for the benefit of the university.

The University of Kentucky’s practice plan (KMSF) and the Medical School Fund
at the University of Louisville now operate under the philosphy that part of the physicians’
income is not public revenue and should therefore be retained by the physicians. Actually
the new operational procedure is probably more a resuit of a practical need than for any
other reason. in order to keep quality physicians as teachers, it became obvious that theis
compensation would have to be more competitive with that of privaie practice. Since the
universities are limited in their ability to pay higher salaries, the plans provided a means {G
allow physicians’ pay tc be based on their own productivity, yet still generate revenue for
the hospital.

The two medical schools have two other medical-school-related university cot-
porations. In the case of the University of Kentucky, Health Care Collection Services was
created by the university and collects only delinquent bills. The board of directors is con-
trolied by the university, and has 2 relatively exclusive client relationship. However, this
corporation operaies independently of the university on a cost basis-~all collections above
cost are returned to the university. This organization is considered an affiliated corpora-
tion.

The other fee collection organization, at the University of Louisville, is nct con-
sidered an affiliated corporation. The Clinical Services Association, Inc., is incorporated in
Delaware and is not controlled directly by the university board of irustees. However, the
board is made up of university staff. This bill collecting organization collects fees of physi-
cians in their teaching capacity at the university. The fees are then remitied annually to the
University of Louisville Foundation.

Alumni Associations. Alumni associatiors are sometimes operated as private
organizations. These groups do not have clear educational functions. Socializing appears to
be their primary activity, although it is anticipated that their functions will encourage alum-
ni to donate to the university. The benefit offered by alumni associations is probably best
achieved by an entity outside the university accounts.



In addition to the medical-school-related university corporations, certain other
groups are not affiliated corporations, but have unique relationships with the universities
and may employ university resources in their operations.

Credit Unions. Credit unions exist at three universities (see Table 1). These boards
are not controiled by the universities. However, the credit unions have a unique clientele.
They serve only university personnel. Since the decision to serve that particular group is a
decision made as a provision of incorporation and not one made by the university, and
since university personnel are free to select banking services from other providers, that rela-
tionship could be viewed as a private one.

However, again, university resources are used in the operation of the credit
unions. In all cases the university provides office space for the operation of the credit
union. In one case the use of the space is reimbursed in kind through the provision of in-
formation services. In the other cases no compensation is made.

Student Publications. Various student publications are produced through in-
corporated organizations. These publications provide an educational experience and are
therefore an integrai part of the education process for some students. The sales of the pro-
ductions generate revenue {at the University of Kentucky the Kernel is provided at no
charge), which generaliy is used to operate and provide equipment for the production of the
publication. Although the organizations are separate, the funds are generally managed by
the university through an agency account (this is not the case at the University of Ken-
tucky), and the physical resources are used in providing an educational experience. In
return a publication of some kind (newspaper, magazine) is produced for the benef it of the
universily community.






CHAPTERII
OPERATION OF UNIVERSITY CORPORATIONS

Among the eight state-supported universities there are some forty-five founda-
tions, affiliated corporations, and other associations in some way related to a university
(not including fraternities and sororities). Table 1 is a listing of all such organizations iden-
tified.

The purpose or primary function of these organizations varies widely. That in-
formation is also delineated briefly in Table 1. The first group of organizations to be
discussed are those that have been identified as affiliated corporations by a university
presidents task force on the interpretation of House Bill 622, as well as those groups that
are related to, but not actually controlled by, a university. The following chapter
characterizes these organizations according to sources of revenue, expenditures, gover-
nance, fund flows, reporting and presence of public resources.

Sources of Revenue

Receipts to affiliated corporations come from a wide range of sources. Table 2
classifies receipts by category. In no case do any of the university corporations receive
direct state appropriations. The Tobacco Research Institute does receive an appropriation;
however, it is not a separately incorporated body, but a department within the University of
Kentucky.

In many cases university property, which is also state property, personnel, or
equipment is used by the university corporations in some way. In some cases the use is
described and conducted on the basis of a contract and compensation is provided, and in
some cases the use simply involves an understanding with no compensation provided, since
the university corporation operates for the benefit of the university.

TABLE |

UNIVERSITY AFFILIATED AND RELATED CORPORATIONS

UNIVERSITY CORPORATION GENERAL PURPOSE
Eastern Kentucky University
*Eastern Kentucky University Foundation, Inc. generally support university
Eastern Kentucky Alumni Association promote alumni activities
Eastern Kentucky Student Aid Society, Inc. provide temporary or emergency
' Fimancad assistance to students
Ailimgton Association, Inc. alumni, faculty and staff club



Kentucky State University
*Kentucky State University Foundation, Inc.
Kentucky State University Alumni Association

Morehead State University
*Morehead State University Foundation, Inc.
Morehead Alumni Foundation, Inc.
Morehead State University Alumni Association

Murray State University
*Murray State University Foundation
Murray State University Alumni Association
Murray State University Credit Union, Inc.

Northern Kentucky University
*Northern Kentucky University Foundation, Inc.
Northern Kentucky Alumni Association

University of Kentucky

*University of Kentucky Research Foundation, Inc.

*University of Kentucky Athletic Association, Inc.
¥*The Fund for the Advancement of Education

*Health Care Collection Service, Inc.

*McDowell Cancer Network, Inc.
*University of Kentucky Business Partnership

Foundation, Inc.
Tobacco and Health Research Institute

University of Kentucky Alumni Association, Inc.
Kentucky Medical Services Foundation, Inc.

Spindletop Hall, Inc.
McDowell Foundation, Inc.

Kernel Press, Inc.
University of Kentucky Credit Union, Inc.

Hospitality House of Lexington, Inc.

10

generally support university
promote alumni activities

generally support university
property transfer
promote alumni activities

generally support activities

promote alumni activities

provide credit union services to
university staff, faculty

generally support university
promote alumni activities

contract agent for research
grants and contracts

conduct intercollegiate athietics

receive practice income of
dentists, and research at the
University of Kentucky studen’
health service and some
Medical Center, Inc. medical
doctors

collect delinquent bills for
University hospital and
affiliated corporations

education and research
regarding cancer treatmens

collect gifts for College of
Commerce

department withir: UK to receive
grant of Tobacce Research
Trust Fund

promote alumni activities

private physician practice plan

to
provide supplemential income

alumni, faculty and staff club

private group organized tc
collect funds for a cancer
research facility

student newspaper

provide credit union services to
university faculty and staff

building to accommodate
families of Lexington hospital
patients, leased building from
UK by private group



University of Louisville
*University of Louisville Foundation, Inc.

*University of Louisville Hospital, Inc.
*Medical School Fund, Inc.

University of Louisville Industrial Research, Inc.

Louisville Cardinal, Inc.
RODIN, inc.

Minerva, Inc.

Louisviile Review, Inc.

Clinical Service Association, Inc.

University of Louisville Associates, Inc.
Law Alumni Foundation, Inc.

Speed Alumni Foundation, Inc.

L Club Foundation, Inc.

Western Kentucky University

*Coliege Heights Foundation, Inc.

Alumni Assoc. of Western Kentucky University
Hilltepper Hundred Club, Inc.

Western Kentucky University Credit Union, Inc.

wide range of accounts to
support U of L activities

operate teaching hospital

physician’s private practice plan
to supplement physician
income

withdrew charter

student publicaticn

student publication

student publicaticn

student publication

collect physician fees in ieaching
capacity

alumni group

alumni group

alumni group (nen-functioning)

alumni group

generally support activities

promote alumni activities

raise funds for intercollegiate
activities

provide credit union services to
university faculiy and staff

“Lesignated as affiliated corporations in the Preliminary Report from the task force o

interpretation of House Bill 622.




STTRIBP I0Z ATALFAAY 295

sanp 4] 0 AaTsasaTun aprelne pairvaado o (i w "DOESY TUWNTY 1SM
| . J
ek 0l i i im0 S e i S S i P A T O IR AR T V- 4 i A a0 i e o . s 5 1 o S i e el 0 g B ol 5
S0£"80TS ZPB 65S 0 68ES Xijrszaatun Xq 4] G g TOul ‘UoTIEBPUNOCA NSH
Aitsaea :pTRd S9OTAISS i
~1un Aq pepia SATIRIFISTUTWPRE AlTsa2atun 23eis Ayonjusy
-oxd s1 @o0wds Te13xed ﬁ
Sonp 0 0 TS 0 e 0 SR - *oul THOTS
-RT20SSY csumcﬂaud
TT{spuny T T o 77T I e Z3Teiaatun su3 | TA3TsasAtun o T 4TTTTTTTT I TToTTTTTTTT TOiT
STqeUROT) Aq pspracad ay3 Lq pspra ‘81971005 PTY luapnisg
000'€9 $ 51 20eds |-0oxd sSaOTAIDS Ayonauay uxajsez ™
PATIRIFJSTUTWPY
R 2 o e o A o A e, e o, e Sl e e e i el b A i il S Y e ol Sl e e e B S -m ||||||||||||||||||||||||||| xS —— S ——
A3TsasaTun 9yl UTU3ITM Junoooe Kouabe se psivzadp UOTIETO0SSY Tuuniy

Ajonauay urajseg

(sBaTuTes T T ) G e g s n e s s e e e
3s2IaJUT sspnlout) Azerlrxne 103
8L0'T9LS (4} (Uuy AJTSISATU[ WOIJ pspraocad s1 aoedy 0o0’‘ss 0 3 ‘oul fuoTaepunod aMd
§3UT3Dal sapniour) B o
+996°67298 F TATUM AMONJuay uiaised
*534/S3319 S30BI3UO0)/S3UBIH UoT3eisdy AIBTIIXOY 10 poplAcid popraoad | se81 toTjeTadorddy  UCTIeioUln]) FAITEIaATun
83BATIg yoreasay Azaadoxg 93P3ly woid sordsg salTaxeg IuBpnIg o3eag
pa3epIauay PWOOU] SS0lg 231330 arTIRIISTULMDY
86T KR4

NOIIVYO4d0D ALISHAALNN OF ADMNVS dNA4

g dTUvlL



‘uct3epuncy jo asodand

Aue IcI pasn ag 03 pajeilauadb spung

3

0 0 0 Aitsaaatun Ag 0 0 0 ‘our ‘uoiun
papracid adeds ! ATPaID 23e35 Aviiny
- ———— L ———————— e e e L |_ llllllllllllll —————— ol e s i i e i ] e e e 1 i e can e
L3tsasaTun Aq
000" L8S 0 0 paprhoad a2oeds 0 0 UOTIBTOOSSY TUNNTY NSK
r39bpng A3TsagaTtun ury3ltm pajexadg
A S S N S~ >~ e i e e A e R o e BT T St st s i s (ot o A e R R A R S e A
000°000'2S 2I1038300q Jusa 8a03S5300q 000°05% 0 0 Toul ‘uotjepunod NSW
b 000LZE$ 000°0p$ o
S2pNToUT) T iA3TsasaTun AqQ Altsasatufl a3e3s Aexinpg
989',9G'¢€s papiaoad aoeds '
A3TsIaeaTUNn UTYITM Junodoe Aousbe se pajersdp ] *00SSY TUWNIy
AjtsIanTun 23e35 peayaioly -
e e e i s e S i s i o e 4 e e i o W A Nt v o o s, o s e i s -
1861 ‘I2gqueldag ut paalosstd ‘oul 'uorjepunod
0T3I8TY3v =27bex
aAT3ORUT 0 *our ‘uoTiEpuUnOd
TUNNTY Deayalop
||||| e e A e o ol o G L A T
L88"'L92s 0 0 9Tqe[1EAY IOU JUNOWY 0 0 "oul ‘uoTiEpunod NSH
*S20TAIDS 9SIYY I03F
spew uorlesu=adwod A3TsIisatun 23e35 pRayaIoN
! .
*034°S33TH S3oBajuod/SIuBIn uoTiexadg AIRTIIXNY 10 papIAOId papITAoId saaJ uoTjeTxdoaddy UoT}epuUnod /A3 TSIODATUN
23eaTid yoxeasay Kixadoid s3e3s woil soedg S3OTAIDS Jua2pNl1g ajels
pa3eIsaluag SWODUL SS019H 2807330 SATIRPIISTUTWPY

panurjuocs ‘7z IATGY.L



Ju2uw

"IUIWDATIBA 3J4DP PABMOI pPasn 2q 07 ISNII UL PTIY BUTIg WOTITIM £§ JO puny S1IPIS B WOIT junowe STHI 10 sduruies
-1S9AUT €1 S0P DIONPII SEM UNTPEIS YITESMUOUWO) 40 88N 2107 LUOLWIBTIOSSY ITISTUIV @yl WOIJ anp JusmwAed 9SESIQUS BYI YITUM AQ TUNOWY.
“weiboxd 2TISTUYIY IO UOTILASRCO IO UOTIEPUNGT UT pPIaYy mUCSLm
|||||||||| T e e e e e e e e e s e S e e e e
000'19$ 0 0 0 : 0 0 i "our
paptacad ‘I83UD TEOIPOW Aioniusy Jo
S3IDTAIDS AjrsaeaTuf) Syl 3e yoieasay
TeTOURUT] pug uoTjeonpd JO JuduW
‘burseysand ~3BOURAPY 99U} I03J pund aylL
‘buryebpng
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII i e s i S el i G
00Ss 0 z158'885°LS #989 ‘SHTS butarpne | 000'167$ 0 Tour ‘uoTd
butseyoand -BTOOSSY  OT3I8TU3IY N
butyabpng
000°0S¥S poo’‘0oo’zes 0 ~000°000°€S 0 (V] ‘our ‘uctl
uoTIRpUNOI AQ pesSIngquTaI ~-ppunoJ yoIeasay N
-
Ayonjusy 10 A3TSISATUN
A3TsIasAaTUN BY3 UTYITM Junoooe Aousbe se pajeiadp UOTIeTOOSSY TUWNTY NN
R A i G ko e e o S . L T e
Awmcﬂsuceimcoaumnwmc 103
butpuaaj T159°%9S oxd soeds | gsv‘zzs
0 {sasnoy (000°%%) Ajtsaaatun Aq ¢ 0 *oul ‘uoT3iepuUNOI MIN
0T0'ZPTS DT3a[Yie 3wWosuT SEANQUIDL PAPTAOIC S32TAIRS
[e3USI} (ST7'ERS s1@do c¥ne BDATIRIISTUTUDE Nu«mmwbﬂﬂs Ajonjuay uiayjlaonN
i i
034 fS3JTHD  S30BIJUOD/SIURID uotrieiadg AIeTITXNY IO  pPaprTA0id pPapTACIg EEEN uotleTidoaddy UOTIRPUNOL /A TSIDATH[)
ajeatiyg Yyoaeasay Kazadoxg 23e38 woad soeds SOOTAIDS juapnig a3e18
pE2ielauls SWODUL SS0I9 80TII0 BATIBIISTUTWRY

panurlvueco ‘7 ATAVL

i4



*asodand uoT3leTSI TUWNTE I0J posSn ag 3T

ABU3 PATITOSAS UYOTUM ‘UOTIETOOSSY TUUMTY SU3 WOIJ UOTILUGP & UITM 3TTING sem &

S4IDTTOG

*qnTo J0 uorleiado lo past =2q 031

; €

|||||||||| ﬁn||||||||||i|||||;ﬁ||;iinlltsrlrlrttllp|r;(|l|11||i|||:r|l:tl1||rs|1i1||4:i1|:4||J1|15:|||||||1|;J|r|||||||||||||||1||||
0 0 mwmsm JuUaX 23N}TISUCD 0 | G 0 *dur ‘Tied delajrurds

@0UBINSUT 3 ‘“JUTEW
|||||||||| D LI B e e T
0 0 0 0 0 Q 0 ‘ourt
‘UotlEpUnos §32TAISS
TEDTPA A¥INIUDY
M
IIIIIII e ] e e 1IIIIIIII|....IIIFII1..II!{IIIJIL1I!IliiilIn.[n.IIlliillIln_....!I!lll.llillliil!llln.
000'6¥VS 0 0 #Butpring paumo 0 0 ‘our
A3TsasaTun ut ‘UOTIRIDOSSY Tuwnly MNn
papiacad aoeds
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII 9 IIF..}.‘Illllll_.ll.l!:IIIIIIIIIIu_IF... e i e - e -l i, s e o i . o
||||||||||||| - = e e e = A3 TEI8ATUD BYY UTYTITM JUSWIIRAOPD-————femm e 23N} TISUI yozvasay
y3jTeaH pue 022egqol
||||||||||||||||||||||||||||||||||||||||||||||||||| -——— lbllllllltl.l-ll‘.l.l.ll.l..lllllllvlillLlll|||.|....|I||‘||I.I|..||-I||.I-Il_|.|.|||i|-r..l.l<|-|||l||.l-l||||
¢ 0 0 0 0 ! 0 1] *ouy ‘uoriepuncd diys
~I3ujIed ssautsng ¥0
||||||||| o = ——————— o —— - —— - —— ——— -_— - —— = e e o e e ] ——— 1 S T —
0 000'0SsS 0 { 0 0 *oUI ‘}IOMISN
-=-=W2d3T Ul se 2bpng A3ITSIDATUN UTYITM pa3eIado--—- I30ue]) [TaMOQOW
.......... USRI, ISR ST SR .
0 0 0 0 0 0 0 *oul ‘@0TAZag UOTY
—93TTC0 24BD UYilesH
|
'0394833TH S3IoRIJUCD/SIURID uotjeradg AIRTTIXNY IO paptaocig papTaoxd saa4d uorietadoaddy uoTirpunog/A3rsisatun
S3IBATIS yoIesasay Ajasdoiagd 93e33 woig aoedyg S20TAIDS juapnis ajels
p@jelsuas 3WODU] SSOIH 2231330 2ATIRIISTUTUPY

panutTiluos ‘¢ TIGYL

i5



3

(980 uUT xPYuo] ou) uoriepunos jo asodand Aue 103 pasn 2g O3,

TpNE ut

PE1I0das SIUNCISE UT UMOUS ST S92 UOTIEINPa BUTHLTIUOD

5

£

|||||||||||||||||||||| e e e e e e e L e o e e e
ZEL'EDR' 813 ----uDI1EILDX ﬁ {s3uawizedy ﬁﬂuﬂmuo)ﬂcs aul Ag paptaoad 188°'¢9cs 0 m DUl fuoijepunog 10
ueul Iaylo sI1aMo], %xo:ucm.u: EO._uumum,&O PUE UOT3IRIJISTUTWPE v . = I o
810290 'p1S-—--—~ yoiessax cE90°59S a STTTIASTINOT JO A3TSIaniun
-
pajeaado ¥ 0 (osgal) 1% 0 9 ) *2ul ‘@snofl sauby -as
ATezeatad ;
IIIIIIIIII s o- 1 - - ———— i L e aa e W a4t e ] B e st e - o B e - o s e a a |.!r|_.l e e s m e ————— i —
GQHMHQQO ¢ 0 (sseal) T8 0 0 0 “ouy ‘uojBuixoq o
AT@3eatad asnof A3tiviidsol
SR I N s s Fesmamnea e e e o e ———
S®3TAZSS UOTH
~BUZOIUT AOJ
0 0 0 sbueyoxa ut 0 0 0 "DUL ‘uoTUn ITPBAD NN
papraonad aoeds
B et [ L R ——— . s ———— st B A . — i — — . == s oy s . ] 4 o 1 - - ROV L e e —— e ot e P AR e - T — -  ——— - —
zadedsmau
2913 J0J
0 0 o} sbuepyoxa ur M 0 0 0 DUl ‘ssaid Tauiay
papracad eoeds | xostape AjTnoeg
pajexado 0 0 0 @ 0 ! 0 ¢
Arsieatad M | fUoLlepUNOg T1aM0g0K
} —
*D3d‘S3IITH SIDRIZUOD/SIURIY uorieaadg AIBRTITTIXONY 10 papTaoid PAPTAOILL s984 uotietadoxddy UoTIBPUNOI/ATITSIDATUN
¥3entig Yyoaeasay A3iadoid 93e35 WOIJ aoeds S80TAIDS Iuspnilsg a3eis
po3lBIBUSH SJWCOU] SSOI9H asIII0 SATIBIRSTUTWRY

panuijuon ‘g IATIVL

16



*1e3tdsoy sjexsdo 03 PIsSn 2¢ 03 uUOTIBPUNOI |Y3} AQ pIay B9 uayl [ITM Spuni 2yl -Iuswsbeusw paunsse
8ouTS Sey uoTiepuno oyl “Are3jeatid pelloIlUCD JOU BIOFIIBY] I SWNS JSAYL T8 A4 UT AITSISATUN BYJ UTYITM pajerado TelTdsol

9
||||||||| = e e S 8 S el kS i e
i (300v Asusbe -atun ut) 4 Ajrxadoad ﬁ ﬂ
0 0 (sa1es) e¥E’'ZS i1 TsasaTun 0 1] 0 *oul ‘eaJsuTlH
uo a3eiado
(3ooe Aouabe ‘aTun uT) Axaadoad
0 0 (seTes) S86°9Z$ A TsaaaTUN . 0 0 0 *oul ‘NICOM
uo ajerado
0 0 (300 Aousbe "aTUn UuT) Aazadoad 0 0 0 *our ‘TeU
(sates) TL9'9L3 A3 TsasaTun =TpaR) ITITASTNOT
o 23eiado
IIIIIIIIIIIIIIIIII o e o o S . i e 0 S A . e e s e i e e s i i D o . i A B o et e e e e e e e e e o e
|||||||||||||| GL6T HINIS ALIAILOY ON--====-—= 0 our
‘Yyozessay [eTaasnpug
30O 23n3T3suUl 1N
0 0 0 _| Touuosaad 0 0 "ouy ‘pung
A3tsasatun Aq peprtaoad To0oyog TeoTpsH
530TAIDS DATIRIISTUTWPE
i e B e e i 5 e e 5 il o gm0 R i e L 5 o e e ot s i
(*doxdde Ajunoco
0 0 wcoﬁﬂHﬂE £€es (sosuadxs burjeaado) ‘KaTto ‘tAaTun)
mcsﬂﬂqﬁa 0bs 0 UOTTTTW €T$ m.ucH ‘Te3TdsSoH 10
1 -
*03d‘533J1D sS3oBIIUC)/SIURID uotjexadg AIRTTTXNY IO pspTAOdd papTAOId saad uctietidorddy uoTaepunod/A3TsIaATuU]
ajeatTig yoxeasay A3axsdoad a23e3g woid soedsg SBOTAXSS Jjuapnis 33e35
p2jeIausag SWODUI SSOID 2071330 SATIRIISTUTWPY

panutijuod ‘7z 4Tdvl

17



||||| e G s nz|45|li::|a:||17|a:!:1:;4q:zuna;t:l;u;|M||;|||ns|:p|=||;|;a:
S9T3ITATIOR f
pUTSTEX 0 0 m 0 A3Tsasatun 0 4] *our ‘uorlepuncd qnil T
pung h Ag peptaoad
i 1861 Ul payoaal SPTOTIAV ‘our ‘uoti
-gpunod Tuuniy poods
AlTsISATUN BUL UTYITHM Junocooe Aduabe sv pajeaad UOTIIBIDOSSY Tuwniy 10
e S et e e e e i i e e s o - o . (S T P,
S3TITATIOR 0 0 4] A3Tsasatun 0 0 *our ‘uor3l
butstex Aq papraocad -EpUno, TUWNTY me]
punz
S9T3TATIOR
Butrstea 0 0 0 AjTsaaaTun 0 0] *OUI ‘S33BIDOSSY 1N
pung ? £q paprroad
a 0 0 0 0 0 0 *OUT ‘UOTIRIOOSSY
BOTATDE TEITUTTD
lllllllllllllllllllllllll S— e e e i o e s e o e St e e Lt a8 i o o e L o o A B e S e s ] ¢ e . o o e o
Axazedoad
0 0 (*300® Adusbe "ATUN UT) AlTezaaTUn 0 0 s} ‘DU 'mETAY BTITASINOT
(sa1es) rZg’'Fpg uc ajeixsdo i
*0337533TH  S30BIAIUCD/SIURID uot3ieiadg AaRTTIXNY 10 papITacig pPapIACId sa9d uotletadorddy uotljepunod/A3ITsIsatun
g3eaTid Yoaeasay Ajzedoad 93e3g worg soeds S30TATISE luapnig 23e3s
p23eIausn BWODUT SS019 901330 BATIEIISTUTWDY

PanuUTIUOD

fZ ATEVYL

8



*asodand uocTjiepunog Aue J40] pasn 20 ued spunj ¢

‘swexboxd tuwnte AjrsiaaTun spunj Omﬁém

frradoad A3Tsasatun uo pajeiade ST pue ATTRUTBIIO uoTjepunod AQ paleTITUL

L

000°'0TS
0 0 0 Altsasatun Aq
pepTacad 0 0 0 "oul ‘uotun ITPIAD NNM
soeds
L9€’L0TS 0 [ 000'G$-———-—~~ 0 0 (18 Ad) 'PuI ‘qnid
pazpunyg 12ddo3TITH
99€0LS 0 0 el 00 LTS e 0 0 (08 A4) A3rsian
8 —-Tun AXOn3juay uIalssam
A3TsasaTun UTY3ITM pareiadp JO UOTIVTDOSSY Tuwnly
||||||||||||||||||||||||||||| T D e L | T T T T e R e e el 3 2 T S04 it
(eoueTeq 0 (pred 3uax QQg mﬁmv |||||| 000'GES~~=—~ L 0 0 (0g Xd) -oul ‘uoT3
pung) L 86E£°STT z$@x038)008 T8 A4 -epuncd s3iybrsy abar1od
Lee'18L CS hacﬁmwm Kapuner e =
; 3TSIDATUN on3juay uIalsapm
ATd 3ISNIL ruoTsTATQ Butiexado k.
'03d'S33TH  S30RIJUOD/SIURID uor3jeaadg AIBTTIXDY I0 pspracagd pPapIACId saad uotaetradoaddy uoTlepUNOd /A3 TSIDATUN
a3eATig yoieasayd L3zedoxd 23e3s woig soeds S901AIBS Jjuapnig 23e33
pPa3eIoUSn DWOOUT SS0I5 80T3II0 DATIEIASTUTUDY

panuTiucd ‘g a1dvl

i9



In other cases not only is public property being used by a private entity, but that
private entity is also collecting income that is generated in the process of using the property.
However, in all cases income is either returned to the university, used for some benefit of
the university, or used to operate the program for which the foundation was created.

Most commonly, university corporations receive funds from state and federal
government research grants and contracts, private gifts, endowments and endowment in-
come. However, one foundation attached to the University of Louisville collects revenues
generated from fees for performing the teaching mission of the university as well (continu-
ing education classes, for example). However, in some cases, those classes could be con-
sidered private contracts. Therefore, it could be stated that university corporations may
receive and hold state and public resources as well as private resources.

Expenditures

The university corporations that are affiliated corporations generally follow the
same expenditure, purchasing, and contracting procedures as do the parent institutions.
However, since the affiliates are separately incorporated bodies with all the rights,
privileges and responsibilities of a private corporation, expenditures may be made for any
purpose, as long as it is not inconsistent with the articles of incorporatiocn and operating
procedures adopted by the board of directors of each corporation. Because of the legally in-
dependent nature of university corporations and because there are no conirolling staiutes
prior to 1982, with respect to the close university connection, the potential for abuse, in
principle, exists. The passage of HB 622 does provide some conirol of affiliated corpora-
tions if a university chooses to subject the corporation to those controls (OAG 82-521). if 2
aniversity elects, an affiliated corporation is subject to the same standards of purchasing
and accounting as the university.

Governing Structure and Control

As private bodies incorporated pursuant to KRS Chapter 273, university corpora-
tions are legal entities unto themselves, Technically, they are responsibie {or their own ac-
tions and use funds in any way they choose, as long as the use is consisient with the article
of incorporation and does not violate the Internal Revenue Code, Section 501(c)(3), iax-
exempt status.

With oniy a few exceptions, the university corporations are tc various degrees
controlled or influenced by the host university. For the most part the university corpora-
tions operate according to the general provisions and policies of the host university. It is
quite important that the university corporations, especially the designated affiliated cor-
porations, operate with the approval of the university. Not only is it important for public
relations purposes, but also because ‘‘under certain circumstances, if due care is not exer-
cised, they (the university Board of Regenis or Trustees) could be exposed to risks and

20



liabilities as a result of actions by their separate foundation.” (University Connected
Research Foundations, Raymond Daniels, et al., pages 95-96, published by the University
of Oklahoma, Office of Research and Administration.) A legal principle called ‘*piercing
the corporate veil’’ states that a corporate entity will be disregarded by a court whenever it
is used to defeat public convenience, protect fraud or circumvent the law. Consequently, a
university could be heid liable for actions of its affiliated corporations. Thus, it is impoz-
tant for a university toc maintain some conirol, {0 avoid maverick actions of its corpora-
tions. The likelihood of the “‘piercing of the corporate veil”’ principle being invoked is cb-
viously even greater when university corporations operate merely as legal shells, using
university staff and administration totaily.

““if a foundation is administered as if it exists in name oaly, a court might very
weli deny it the proiection of separate corporaie powers’ {(Ibid). In that case a university
could be held responsible for any and all actions of iis corporations. 3ecause of this legal
principle it is prudent for a university corporation 1o conduct ite affairs consistently with

Ledl 3 tobt
and the siate, {rom iiabiiity for not operating within appiicavie law.
With respect i the eight state universities and the fort

REAN A .\{'-_."

¥
there appear 1o exist about five levels of control. Tabie 3 outlings ths board structurs of the

the poiicies and regulaiions governing » universiiy itsell, i order (o proiect a universiiy.

st
various university corporations. The firsi leve! is the case where the board of & foundatior

1% ¢
clearly responsible for the actions of the fcundation. In fact, in the Tourier-Journal and
Louisville Times vs. the University of Louisviiie Board of Trustees {i979), the court heid

is the same as the Board of Trusiess or Regenis of 2 univarsity. i this case {he vniversity i

e F
that board meetings of ine foundation arz subject 1o ihe coen meeiings (aw, since a guorum
of the foundation board constituted a quorum of the university board

The second level of control, ang the Torm ihat is most common, is that waerein
the president of a university, a few trustees or regents, and other adminisiraiive officers

SeIve eX-0riicia o the »,C?"TJGF’Q!’.IOH board. # '\ QUOTBIN of such 2 Board would no? constitute

Ve el

a guocuim of ihe universily board. Althougn (ne Doard of the uai
not duplicaied, conirol by the university is apcarent and signif:
exists.

At the next two levels a university may or may noi exarcise cenirol. The first of
the two are those cases where the board of the fiost university appoinis members 10 the cov-
poration; the second is the case wherein the bozrd of the corporation is made up of univer-
sity employees, either facultv or staff

I

A1 appoinies mav be a},_;n ointed specifically to represeni 2 cerigin poiat of view.
On the other hand, if such an appoinies decides 1o act Stherwise, (he appoinior simpiy has
to endure the oehavior until that appoiniee’s ferm expires. At € m“io} €e, nowever, may
jeopardize nis employment staius if he moves iog {ar ‘*am Approved univ Y pmxcy

The {ast level of control is in faci no control. This level is characigristic
alumni groups, bul some primary foundaiions as wel.. in (nis case, ine poards are s
perpetuating. Existing board members seiect new members either from {He communiiy-al-
large or from some category of people, such 23 seopie who have paia annuvai dues.
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This type of structure could pose a danger to a university in the case of a primary
foundation, not an alumni group, which enjoys a close identity with a university. Should
such a group decide to operate outside university policy, the university may have few direct
means to influence the corporation.

Since university corporations use university resources and represent a potential
legal liability, there should be some means of university control. House Bill 622 mandates
that affiliated corporations operate according to the same principles of accounting, pur-
chasing, and auditing as the host university. To that degree, the concern raised is addressed.
However, that method of operation is at the option of the university.

Financial Relationships With Universities

Most of the university corporations studied relate to their host universities
without the formality of a contract. Funds generally flow zither by book entry or simple
gift to the university only. A few universities use formal contracts or memoranda of
understanding in financial relations with theiv affiliated corporations, as shown in Tabie 3.
Since most affiliated corporations are closely tied (o and controlied by universities. con-
tracting has not been deemed necessary,

However, a non-contract relationship does not make for a clear distinction bet
ween university and affiliate and could lead ic charges that 2 university is indeed responsi-
ble for the actions of a privaie corporation. Therefore, if a university is to be responsibie
for a corporation, certain controls over the corporation are not unreasonable. If 2 universi-
ty is dealing with an organization it does not control, all iransactions should be siricily con-
tractual, arm’s-length dealings, just as a university or state would relate to any other private
entity to or from which it were providing or receiving services.

Aundits and Financial Statements

The University of Kentucky and University of Louisville provide apnual andiiz
and/or financial statements of the foundations they consider as affiliated corporations to
the Council on Higher Education and the Office of Policy and Management in the Depart-
ment of Finance and Administration. No other state-supported universities provide regular
audits of their affiliated corporations (o the respective siate agencies, although annuai
audits by independent CPA firms are completed, Since foundations are considered private,
the Auditor of Public Accounts does not perform audits for the siate,

Based on personal service coniract records, it appears that sevep of the sight
universities contract for financial audits only, rather than compliance audits, although
compliance audits will be conducted in 1983, The same may be true for iheir corperations
as well. Since no guidelines or standards were required by the state prior to 1987, a com-
pliance audit would probably not have been appropriate with respect to university corpora-
tions and state standards,



Public Resources in Private Corporations

Until recently, a problem had existed regarding the fact that, pursuant to KRS
41.290, universities could hold public funds yet treat them as private funds. The state had
not offered a clear interpretation regarding state funds held by university corporations.

A common problem had been one involving a contract between a university cor-
poration and a government entity. It had not been clearly stated in the past that, even
though the use of funds in such a case is restricted, all restricted funds are not the same as
private funds. if the funds are from, and even restricted by, a local or federal government
source, according to Senate Biil 243 and industry audit guides, those are public funds, and
therefore should be transferred to the Treasury. Prior to Senate Bill 243 funds generated
frem government research grants were not always being transferred to the Treasury pur-
suant to KRS 41.070. A significant proportion of federal funds that do come to the univer-
sities come in the form of a letier of credit. The grani funds are received after expended, at
a predetermined interval. Therefore, there are not significant reserves of grant cash in the
universities’ bank accounts.

Likewise, other public receipts, as defined by SB 243, such as student fees, charges
for seminars, and sales receipts, are being held by some university corporations. Since there
was no clear definition, before SB 243, of state or public funds and the university corpora-
tions holding thess funds are privately incorporated bodies, there was no basis for the
universities to consider the funds public and transfer them to the Treasury. Certainly, the
state had no claim on receipts held by a private entity and it was indeed plausible that all
funds in & university corporation were private funds, since there were no guidelines to in-
dicate differently.

The enactment of Senate Bill 243, however, appears to change that circumstance
and provide some guidance for the handling of cash held by the universities and their af-
filiated corporations. Senate Bill 243 provides that all receipts received by a university or its
affiliated corporation, except private funds, contributions and student funds, are public
funds and therefore the provisions of KRS 41.070 apply. Those monies are public and must
#0w come to the Treasury unless a university opts to operate on a delegation of authority
basis, pursuant to HB 622. In that case affiliated corporations may retain all receipts but
account for them according to the principles of audit and accounting used by the university,
{OAG 82-321)

Finaliy, non-cash public resources are sometimes at the disposal of university cor-
porations. Administrative services are, in many cases, provided to the university corpora-
tions by the universities without charge or compensation. In this way public resources are
used by private entities as weil. However, in some cases, these resources are used as leverage
io conirol the affiliated corporations.

Auxiliary Operations

Certain university corporations operate auxiliary enterprises, as shown in Table 3.
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These are defined in the American Institute of Certified Public Accounts Audits of Colleges
and Universities as entities that exist to furnish goods or services to students, faculty or
staff and that charge a fee related to the cost. The public may be served incidentally by the
auxiliary enterprise. In most cases the operation is not completely distinct from a universi-
ty, in that university resources are used for which reimbursement is not always made.

As with university corporations in general, some of the operations are housed on
university property, or use university personnel in their administration, or operation.
Again, in some cases, a contract for the exchange of resources exists.

In summary, university corporations are not homogeneous. They operate for a
variety of purposes. The problem is that university corporations have operated without
direction, sometimes incorporating public resources in their operations, therefore leaving
universities, which are state agencies, potentially liable.
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CHAPTER III
LEGAL STATUS OF UNIVERSITY CORPORATIONS

Boards of Trustees of the Universities of Kentucky and Louisville, and the Boards
of Regents of the Northern Kentucky, Eastern Kentucky, Western Kentucky, Morehead
State, Murray State, and Kentucky State Universities are corporate bodies with the usual
powers, rights and privileges attaching to educational institutions. These governing boards

re charged with carrying out the purpose of the state’s universities and colleges, which is to
provide instruction and study in academic, vocational and professional subjects, and to
render such supplemental services as are offered by libraries and museums, dormitories,
farms, and recreational facilities.

Kentucky statutes do not specificaily authorize universities to establish affiliated
corporations. Neither do university charters specifically grant the authority to their govern-
ing bodies ic engage in business-related activities. Yet such enterprises are carried on
through controlied, affiliated or auxiliary organizations which have qualified as tax-
exempt, non-profit, non-stock private foundations.

As nor-profit, non-stock corporations, private foundations must organize ac-
cording to procedures in the Kentucky Non-Profit Corporation Act (KRS 273). Qualifica-
tions and prebitions are established by the Internal Revenue Code and the Kentucky Revis-
ed Statutes regarding the tax-exempt status granted private foundations.

Kentucky Non-Profit Corporation Act

in Kentucky, private foundations which are non-profit, non-stock organizations
are organized pursuant to the Kentucky Non-Profit Corporation Act, KRS 273.161-
473.390. This Act applies to all domestic and foreign non-profit corporations conducting
affairs in the state.

A non-profit corporation, as defined by KRS 273.161(3), is a corporation no part
of the income or profit from which is distributable to its members, directors, or officers.
Furthermore, the corporation is prohibited from issuing shares of stock and paying
dividends under KRS 273.237.

Corporations organized pursuant to the Act may be organized for any lawful pur-
pose stated in KRS 273,187, including charitable, educational, social, recreational, literary,
cultural, athietic, scientific, and agricultural purposes. Furthermore, not-for-profit
organizations must restrict their purposes by limiting their articles of incorporation to one
or more exempted purposes. Additionally, they must not empower themselves to engage,
other than insubstantially, in activities which do not further one or more of those exempted
purposes.

Powers granted non-profit corporations are substantially similar to powers ac-
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corded other corporations organized in Kentucky. Among those powers listed in KRS
273.171, each non-profit corporation shall have power to:

e perpetual succession unless the articles of incorporation state other-

wise;

s sue or be sued, compiain and defend, in its corporate name;

® purchase, acquire, devise or bequest, own, hold real or personal pro-

perty, or any interest therein except that pursuant to KRS 273.383, a
corporation may not hold any real estate, other than that necessary to
carry on the legitimate business for a period longer than five years
under penalty of escheat;

e pledge, mortgage, lease, exchange all or any part of its property and

assets, in accordance with KRS 273.297;
¢ iend money to its employees but not to directors or officers in ac-
cordance with KRS 273.241;

® acquire, sell, mortgage, pledge shares or other interests in, or obliga-

sions of other domestic or foreign corporations, whether profit or not-
for-profit, associations, partnerships, or individuals;

e coniract and incur liabilities, borrow money at determined rates, issue

its notes, bonds and other obligations, and secure any of its obliga-
tions by mortgage or pledge of ail or any of its property;

e elect or appoint officers and agents of the corporation;

e make or alter bylaws consistent with the articles of incorporation for

the administration and regulation of the affairs of the corporation;

® mazake donations for charitabie, scientific or educational purposes or

public purposes;

¢ indemnify any director or officers for expenses incurred in defending

lega! action;

¢ ecsiablish pay pensicns for directors, officers, and employees; and

e cease corporate activities and surrender the corporate franchise.

These aifiliated corporations or foundations are also organized so as to be tax-
exempt according to the Internal Revenue Code, Section 501(c)(3). Therefore, no earnings
may inure to the private benefit of a shareholder or individual. In order to maintain this
status, revenue may not be generated substantially from unrelated business sources and
revenues must be used for the purpose of the organization.

Governing Bodies and Management of the Corporation

Maragement of the affairs of a non-profit corporation is conducted by a board of
directors, whose gualifications, number (not less than three), and election may be specified
by the articles of incorporation. Unless provided for in the articles of incorporation, or
bylaws, vacancies may be filled by the remaining board (KRS 273.213). A quorum shall be
a majority of the number of directors fixed by the bylaws (KRS 273.217). An act of the ma-
jority of directors is considered an act of the entire board of directors.
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While corporations have all general powers granted them by KRS 273.171, and all
specific powers conferred throughout the Act, these powers are not required to be set forth
in the article of incorporation. However, a general reference to those statutes and powers is
necessary. Furthermore, whenever a provision of the articles of incorporation is inconsis-
tent with a bylaw, KRS 273.247 states the provision of the articles of incorporation is con-
troiling.

Bylaws
According to KRS 273.191, the board of directors of a non-profit corporation
shall adopt bylaws for regulation and management of the affairs of the corporation.
Bylaws may contain provisions regarding:
» gualifications, number and elections of directors (KRS 273.207, .211);
© vacancies on board of directors (KRS 273.213);
¢ guorum of board of directors (KRS 273.217) and members (KRS
273.203);
committees of board of directors (KRS 273.221);
® notice and place of directors meetings (KRS 273.223, .373);
e greater voting requirements of members or directors of a corporation;
» member classes, qualifications and rights (KRS 273.187);
» unofice of meetings of members (KRS 273.193, .197: and
e voting rights of members (KRS 273.201).

@

Books and Records of Private Foundations

Under KRS 273.233, each corporation organized under the Kentucky Non-Profit
Corporation Act must keep complete, correct, and accurate books and records of account
of all funds of the cotporation. All records are subject to inspection by any member, or by
his agent or aitorney, for any appropriate purpose at any reasonable time. Moreover,
minutes of procesdings of individual members, the board of directors, or committees are to
be chronicied and kept as books and records. KRS 273.233 also requires that a record of

names and addresses of members entitled to vote be kept at the corporation’s principal or
registered office in the state,

Qualifications for Tax-Exempt Status of Private Foundations

Private foundations and affiliated organizations operating for the benefit of, or
performing a2 function for, an educaticonal institution are generally separately organized, in-
corporated as nct-for-profit, non-stock entities, and granted tax-exempt status under
federal and state laws. Inherent in the establishment and operation of these types of private
foundations is assistance, financial or otherwise, to universities. However, foundations
have sometimes involved institutions in enterprises that generate significant annual in-
comes. While these enterprises may benefit the educational institution, the end result is pro-
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fit. The Internal Revenue Act of 1950 intended to correct and regulate the potential abuse
of profits. Thus, all profits realized from any trade, business or activities unrelated to a
private foundation’s charitable, educational or other purpose, which constitutes the basis
for its exemption, are taxable under the Internal Revenue Code, Section 513,

Articles of Incorporation

As a declaration of its existence, powers and authority, the contents of the articles
of incorporation of non-profit, non-stock corporations organized under the Non-Profit
Corporation Act must, pursuant to KRS 273.247, include the following:

® name of the corporation;

® period of duration, which may be perpetual;

® purposes for which corporation may be organized;

® provisions regarding the regulation of internal affairs of the corpora-

tion, including the distribution of assets, dissolution or final liquida-
tion;

¢ the address of its registered officer and registered agent;

» aumber, names and addresses of directors constituting the initial

boerd of directors; and

» names and addresses of each incorporator.

Articles of incorporation may also contain requirements and provisions relative

¢ dssignation of classes, rights and qualifications of members (KRS
273.187);

meetings of members (KRS 273.193);

notice of members’ meeting (KRS 273.197);

voting rights of members (KRS 273.201);

residency reqguirements of directors (KRS 273.207);

vacancies on board of directors (KRS 273.213);

committees of board of directors (KRS 273.221)

officers, election, appointment and terms (KRS 273.227);

greaier voting requirements for any action to be taken by members or
directors of corporation (KRS 273.370).

& & % © a4 @

]

Reporting and Standards

rior to HB 622 there were no reporting or auditing requirements for university
corporations except reports (address, legal status, etc.) which are required by the Secretary
of State. The universities themselves are audited each year. Each university secures its own
contract with a CPA {irm to perform the audit.



The Council on Higher Education has prepared a Uniform Financial Reporting
Manual, which is a suggested format in which the universities are to report financial in-
formation to be used in the budget-making process. The manual also provides a recom-
mended format for reporting financial information concerning the universities’ corpora-
tions. Compliance with the manual format, as well as reporting foundation financial in-
formation at all, had been voluntary until July, 1982. Consequently, foundation financial
information available to the Council on Higher Education, the Office for Policy and
Management, or the Legislative Research Commission has been inconsistent and limited.
Only the University of Kentucky and the University of Louisville have regularly transmitted
audits for those university corporations that they considered to be affiliated corporations.

The State Auditor’s Office does not audit foundations. That office has taken the
position that the state does not have audit jurisdiction over privately incorporated entities,
even if they are cicsely tied to state agencies.

Prior to the requirements contained in HB 622, lack of consistency, accountability
or required guidelines contribuied to a certain amount of confusion in the budget prepara-
tion process. Some universities held funds in their foundations that others held in their
university accounts. Some reported all private assets and some did not feel private funds
shoulc be subject to public review. As a result it has been difficult to ascertain the complete
financial condition or financial operating procedures of all eight universities. This has in
turn made the budget preparation process uneven, in terms of application, and made com-
plete awareness of all pubiic resources and resources available for a state agency’s use,
however restricted, difficult at best.

The AICPA’s defining of various funds provides a simple and convenient means
of categerizing resource of university foundations and their parent institutions.

Those account definitions are as foliows: (comments in parenthesis are staff inter-
pretations).

e tuiticn and fees: ail fees assessed against students for educational pur-

poses {since these are funds generated in accordance with the mission
of the university they are public funds that may be of restricted or
unrestricted application);

o federal; state, iocal government appropriations: funds generated by

legislative acts or taxing authority (these funds are by nature public
and may be restricted or unrestricted in application);

o sales and services of educational activities: (1) revenues that are
related incidentally to the conduct of instruction, research, public ser-
vice, or {2} revenues of activities that exist to provide instructional and
laboratory experience for students and that incidentally create goods
and services that may be sold to students, faculty, staff, and the
general public (examples are film rental, sales of publications). (Since
this revenue is also generated, aithough indirectly, from the mission
activities of the university, the funds are public. The revenues may be
restricted or unrestricted in application.)
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e sales and services of auxiliary enterprises: revenues generated from an
entity that exists to furnish goods and services to students, staff, and
facuity that charge a fee related to the cost of the service or good. Ex-
ampies are residence halls, food service, intercollegiate athletics (if
essentially self-supporting), and college stores. (Since these are ser-
vices essentially and primarily for the benefit of and are supported by
the university population, these could also be considered public funds.
The Price-Waterhouse study (1981) recommended that this type of
operation be a part of the university operation, since there is no clear
justification to do otherwise. This course would also allow the univer-
sity to maintain control and avoid abuse of the potentially
monopolistic position of the service. Again, the funds probably would
be restricted to maintain the service, but could be totally or partially
unrestricted.)

¢ private gifts and grants: funds from non-governmental organizations

znd individuals including funds resulting from contracting or the fur-
nishing of goods and services of an instructional, research or public
service nature {for exampie, a contract to do research for the Ken-
tucky Bankers Association). (These funds are private and may be
restricted or unrestricted; gifts, for example.)

¢ endowment income: gifis of which the principal shall not be spent, in-

ciuding interest income. {These funds are private and may be
restricted or unrestricted according to the specifications of the donor.)

KRE 41.290 also defines another source of funds: private funds of students in
state educational institutions. These funds, as stated, are private and restricted in use.

As has been shown earlier in this study, many university corporations hold some
public funds {as defined above) and several use public resources as well. Since university
corporations neretsfore have not been under the review of the Auditor of Public Accounts,
the Finance and Administration Cabinet, or legisiative committees, and since there have
been n¢ standards by which to review them, there has been potential for abuse. This is not
to say that abuse has in fact been occurring, but merely that the current structure or process
is open to criticism and is therefore not in the best interest of the universities or the public.
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CHAPTER IV
CONCLUSIONS AND RECOMMENDATIONS

The passage of House Bill 622 will significantly affect university foundations.
First, the bill authorizes the formation of affiliated corporations and defines the relation-
ship of an affiliated corporation to a university as one over which a university has effective
control, and an affiliated corporation as one which, without university assistance, could
not exist,

The primary issue under consideration has three significant aspects. University af-
filiated and certain non-affiliated corporations are:

i. using public resources to varying degrees in their operations;

2. holding pubiic funds; and

3. beyond the purview of the State Auditor and the oversight of the

General Assembly, since they are separately incorporated bodies.

Oversight and accountability are justifiable, however, not only because these
organizations are closely tied to universities, which are state agencies, but also because they
are in some cases controiling pubiic funds and using public resources.

The first aspect of the issue appears to have been addressed in the passage of HB
622 during the 1982 General Assembly. When university resources, such as personnel,
facilities, and equipment, are used in the process of executing a grant, contract, or other
project, a guarterly accounting of all income and expenditures of the affiliated corporation
must be provided the host university [HB 622, Section 14(2)]. Specifically, the affiliated
corporation must reimburse the institution for indirect expenses incurred by the host
university while the affiliated corporation has been undertaking research or furnishing
goads or services. Presumably, this provision requires payment by the affiliated corpora-
tion for expenses it causes the university to incur, not only in the process of seeking and
conducting research coniracts, but also while ““furnishing goods or services,”’ including
fund-raising activities or operating auxiliary enterprises. Consequently, this aspect of the
issue should be sufficiently addressed by the monitoring of affiliated corporations to deter-
mine if expenses to the universities incurred by affiliated corporations are in fact being
compensated.

The second aspect of the issue deals with public funds: What are public funds and
now should such funds be ireated? Again, the 1982 General Assembly did address this
issue. Senate Billi 243 defines public funds as ail funds held by any state agency or its
fiduciary except as otherwise provided. KRS 41.290 provides otherwise in that it identifies
gifts and certain other funds as private funds (therefore different from public funds).
Private foundations hold private funds, according to OAG 82-521.

Public funds, however, must be accounted for and expended according to state
regulation and guidelines. And, even though HB 622 permits affiliated corporations to re-
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tain their public as well as private funds, those corporations must account for and expend
those public funds according to the same principles of accounting and purchasing used by
the host institutions [HB 622, Section 14(1)].

Further, HB 622, Section 4, requires regulation specifying fund definitions for use
by universities and, presumably, their affiliates. These fund definitions are to be consistent
with the definitions put forth by the National Association of College and University
Business Officers and the American Institute of Certified Public Accountants. These
definitions, along with the definition of public funds in SB 243, essentially state that all
funds held by public agencies are public except private gifts, grants, endowments, and con-
tracts. Even though affiliated corporations are not state agencies, they are to use the same
accounting principles as the host university, which implies the use of the same fund defini-
tions.

Those principies of purchasing and accounting also include auditing according to
minimum standards prescribed by the Finance and Administration Cabinet and purchasing
procedures according to Chapters 45 and 45A. [t is not clear whether ‘‘purchasing’’ in-
cludes capital construction and whether KRS 45.790 will apply to affiliated corporations.
HB 146, also passed by the 1982 General Assembly, specifies that capital construction by
state agencies using at least fifty percent private or federal grant funds must now be review-
ed by the Legisiztive Capital Construction Oversight Committee,

These provisions appear to provide sufficient oversight for the process of expen-
diture, and oversight or accountability is the third aspect of the issue. However, it is not
clear that there currently is sufficient oversight regarding the purpose of expenditure. Pur-
pose oversight is implied in HB 622, in that a system for post-review is provided; however,
there is no mention of budget review as is required of the university. And, as stated earlier,
it is not clear that capital construction activities of affiliated corporation come under the
purview of purchasing oversight. Use of university resources by an affiliated corporation
should be delineated in a university’s budget. Even so, that budget item may not be clear
and is certainly not sufficient disciosure of the use of public resources. Therefore, the
following recommendation is made:

Recoramendation
1. There is overlap of resources of universities and affiliated corpora-
iions: moreover, HB 622 does not specifically address capital con-
struction activities of affiliated corporations. Thus, legislation
shouid be introduced to require budgeted public funds of university
affiliated corporations to be subject to prior review by the Finance
and Administration Cabinet and the Legislative Commiitee on Ap-
propriations and Revenue during the biennial budget process.
The committee voted to reiect Recommendation #1 and replace it with the follow-
ing:
1. Al affiliated corporations should be required to file annual finan-
cial statements in accordance with guidelines established by the
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Council on Higher Education. All funds deposited with affiliated
corporations should be excluded from the appropriation process.
Where affilated corporations provide services for an institution that
are traditionally performed by the institution, state policies and
procedures shouid govern the expenditure and use of those funds.
The preceeding discussion is predicated on the belief that each university govern-
ing board will opt to operate its affilated corporations under the provisions of HB 622.
Compliance with these provisions is optional, according to the statute and OAG 82.521. If
a particular university chooses not to subject its affiliated corporations to the provisions of
HB 622, then ncne of the compensatory and oversight provisions discussed above would
apply. Although HB 622 authorizes the creation of affiliated corporations and thereby im-
plies that affiliated corporations must abide by the controls specified in their enabling

legislation, the implication seems inadequate, which prompts the following recommenda-
tion.

(a4

To provide consistent ireatment and complete oversight by ap-
propriate review bodies, legisiation should be introduced specifying
that affiliated corporaiions must comply with the provisions of HB

it should be clearly noted that private funds held by either a university or its af-
filiated corporaticn are not io be restricted by state procedures. Neither HB 622 nor those
recommendations are {c be interpreted as interfering with the execution of the bonafide
purposes of privaie grants, contracts and gifts.

There is a final issue that HB 622 does not address. That is, what will be the status
of university corporations that are not affiliated corporations (i.e., they are not controlled
by a university, yet are substantially assisted by the university in their operations)? In these
cases public rescvrces may be used in the process of operating the organization, even
though the funds may be held by the organizations for the benefit of a state agency. KRS
164.33C does not authorize universities to give away public property or resources.
Therefors, seme kind of defined relaiionship should be specified for these situations.

Recormmmendation
3.  Legisiation or regulations should be introduced requiring that all
university and affiliated corporation dealings with non-affiliated
corporations shouid be on the basis of contract, specifying services
received and rendered, and appropriate compensation, as would be
done between any private entity and public agency.
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APPENDIX

EASTERN KENTUCKY UNIVERSITY FOUNDATION
PURPOSE

The purpose of the Eastern Kentucky University Foundation, Inc. is solely to
cooperate with Eastern Kentucky University and its Board of Regents in the promotion of
the educational, civic, and charitable aims of the university in a legal manner but without
regard to possible restrictions which may restrain or limit direct action by the Board of
Regents. The articles include as corporate purposes ‘“The encouragement of scholarship
and research and the promotion of the prestige, expansion, and development of the Col-

lege, including the development of its physical plant, the improvement of its faculty, and
the assistance of its students and alumni.”’

BOARD STRUCTURE

The foundation is governed by a Board of Directors which is interlocking with the
university’s Board of Regents. The foundation is controlled by the university. The founda-
tion Board of Directors is limited to eleven persons consisting of:

a. the President of the University;

b. the Treasurer of the University;

¢. the Executive Assistant to the President of the University;

d. the Dean of Public Affairs of the University;

e. the Director of Alumni Affairs of the University;

each member or former member of the Board of Regents of the University
who is a resident of Madison County:

g. a citizen of Madison County appointed by the Board of Regents should 2

former member as referred to in item f refuse to serve on the Board of Direc-
tors:

h. at least one member of the Board of Regents who is not a Madison County
citizen who is chosen by the Board of Regents in the event that no Madison
County citizen sits on the Board of Regents;

.. any additional members authorized by the Board of Directors appointed
from the Board of Regents for a term not to exceed three years or the expira-
tion of their terms as Regents of the University.

In addition to the Board of Directors, the foundation has the following officers:

a. aPresident (President of the University):

b. a Vice-President (member of the Board of Directors);

c. aSecretary (Executive Dean of the University);
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d. aTreasurer (Treasurer of the University); and
e. such other officers as the Board of Directors may determine,

An Executive Council which is authorized to act in the absence of the Board of
Directors is composed of :

a. all officers of the foundation; and

b. other members of the Board of Directors, if any, as the Board may select.
When Formed

Eastern Kentucky University Foundation was incorporated on August 1, 1963, as
the Eastern Kentucky State College Foundation, a domestic non-stock, non-profit corporzs-
tion for educational, charitable and public purposes under Chapter 273 of the Kentucky
Revised Statutes. The original name of the foundation was changed by amendment tg the
Articles of Incorporation on: January 25. 1967,
Scope of Activity

The Foundation has the power {6 carry out the following activities:

T. i2 deal with Foundation property in any manner consisteni with the stated
Foundation purpose, including but not imited to sell, morigage, lease, oy gift
Bros af s1Cn Qispositicn does not violate the terms or conditions of 2oy
greni through which such property was received by the Foundation;

2. anis or Ioans for research and scholarships;

o assist the uaiversity in financing any project whick it has unde:
i direc nolvectiy fnagqce any project which the Universs
Regents raguests the Foundation to underiake;
4, ts. borrow mon Y, i
ice of the same and 1o us:
4 SNETAL POWETS given to non-stock, non-orafit cor

Staffing

The roundaiion nas no paid staff. Foundation business is carried on by university
nersonnel,

A. REVENUES
Sources of Revenus
i. Contributions-——Most of the cash contributions received by the foundation

carry restrictions relative to the use of the gift. These contributions are ac-
counted for in “‘Restricted Fund’’ accounts.
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machine concessions on campus. Vending concessions can be operated direct-
ly by the foundation or through selected vendors. The foundation accepts
bids from interested vendors and operates the vending concessions on a com-
mission basis. All income realized from the vending operations belongs to the

foundation. There is no reimbursement to the university for space and utility
subsidy.

Commissions from Telephones—As approved by the University Board of
Regents, the foundation receives the income from the Telephone Assessments

Account, which is funded by pay telephone stations located around the cam-
pus.

Laundromat and Hair Dryer Receipts—As approved by the University Board
of Regents, the foundation leases the concessions of coin operated laundry
machines, dryers, and hair dryers in the university’s dormitories. All income
realized from these leases belongs to the foundation. There is no reimburse-
ment to the university for space and utilities.

Rental Receipts—As approved by the University Board of Regents, the foun-
dation receives income from two leases with the university. The foundation
leases 20.22 acres of land to the school for cropland for $800 per vear plus
thirty-five cents per pound of tobacco allotted to the property each year. The
foundation also leases the University Inn to the school for use as dormitory
space. The university’s annual lease payments equal the foundation’s annual
mortgage payments toward the property {FY 81: $241,000).

Student Activity Fund Interest—As approved by the University Board of
Regents, the foundation annually receives existing uncommitted balances
from the school’s Student Activity Fund for the Revolving Fund Interest Ac-
count. The term ‘‘Student Activity Fund”’ is not a true representation of the
type of funds which are included in the account from which existing uncom-
mitted balances are turned over to the foundation each year. This account ac-
tually contains agency funds that the university maintains as agency accounts
for faculty and student organizations, such as faculty clubs, women’s clubs,
the EKU Colonel Club, etc. (These agency accounts should be distinguished
from trust and agency accounts.) The available balances in these agency ac-
counts are invested on 2 day-to-day basis. The interest earned through the in-
vestment is turned over to the Foundation annually. The ““Student Activity
Fund” does not include student activity fees, which are collected upon
registration.

Firewood Sales—The foundation sells firewood to any interested party at a
going rate.

University Check Assessments—As approved by the University Board of
Regents, the foundation receives existing balances from the school’s Univer-
sity Check Assessmenis Account annually. The university receives a number
of bad checks during the year. A $5 fee is charged for each bad check written
and deposited into an account which is used to reimburse the university for
bad checks which are never coliected. The amount of money left in the check

assessment account after the university’s losses have been recovered is foun-
dation income.

Interest on Investments.



Application of Receipts
Receipts are closely tied with the purpose of the foundation.
Policy on Gift Acceptance

The foundation has no written policy on acceptance of gifts. All gifts must,
however, adhere to IRS guidelines. The foundation will only acknowledge a gift
that is unrestrictive in terms of the eventual recipient and which does not involve
the donor in the selection process. The president of the foundation, who is also
the president of the university, is authorized to accept any gifts with reasonable
restrictions without Board approval. This is in contrast to the university’s policy
on gift acceptance. Any gift to the university, except those in the area of university
archives and the university museum, must be approved by the Board of Easiern
Kentucky University Foundation Regents prior to acceptance. Any gift made to
the school remains with the school and is maintained by the school.

Identity of Punds

While the unrestricted fund of the foundation does not include gub accounts for
revenues by source, the financial statements of the foundation do reflect the
specific sources and doilar amounts of income to the unrestricted func as ";’bc}F as
each category of expenditure from the unrestricted fund. Unrestricted fund 2x-
penditures require anthorization by the foundation Board of Directors.

T;‘h@sa revenues mriuced in the Unresiricied Fund include thas from laundromar,

ending o3 im%ssiﬂ'-" . iglephone cominissions, tha: portion of ik‘:mf““*‘ o in-
vestments appiicable to unrestricied funds, rental of cropland to EXV, firewnod
sales, student activity revolving fund interest, university check assessmenis, renia!
of the University Inn o EKU, and i issuance of fishing permits.

Those revenues i

ADOSE fuded n the Restyicted Fund account include coniribntions to
individual scholarshiz 2ccounts and !ean programs, donations to the Margin for
Excellence Fund, zvd nrorated intsrest from pool investments.

Acquisition of Cauilal items

TOLA0S0L0T 878 SUsounied 1067 m ine Plani Fond, Figea
aszets whic e gecounted for .?.::t:.?.ude the Arlingion land and improvements
i.hcrem. znd the Univer
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The foundat! on has constructed a golf cou ilities on the Arlingion land.
Up until Juiy °, 1281, the golf course w s ease; ‘N nc universiiy {or the use ang
benefit of *he university for 2 rental of one dollar per year. The lease 'ﬁwv;d 0 for
the university to keep and maintain *he prerﬂ ises in good order and repair. and
also to operate the go‘t course for the use of the students and members of the Arl-
ngron Aqﬂo”mi on. The lease for tne golf course is currently held by the Arlington
Association under the 32 me tenms,



The foundation also leases 20.22 acres of land adjacent tc the golf course to the
university for cropland.

In September, 1980, the foundation purchased the University Inr, a motel located
near the school, from the University inn, Inc. The inn was purchased under an in-
stallment agreement for $1,200,000. The motel was then leased to the university
for annual lease payments equa! to the foundation’s installment purchase
payments. The inn was purchased by the foundation to help alieviate the universi-
ty’s shortage of dormitory space. State purchasing nrocsdures precluded ihe
university from purchasing the motel within the time {rame necessary t¢ sase the
space shortage. The arrangement between the university and the foundation for
the lease was sanctioned by the Department of Finance.

Operatiional Expenses
The foundation lists nc operationai expenses.
Operational Expenses—Souice

The foundation’s opcratmg expenses are assumed by the university, The umiversi-
ty provides the foundation’s staffing and space needs as well as other incidentai
costs. University personnel estimate the value of this subsidy to the foundation to
be approximately 35,000, However, the $5,000 estimaie for staffing the founda-
tion, as cited by the university, does not inciude the time spent by university per-
sonnel holding foundation offices a“feﬂding meetinge the small amount of time
spent by Dr. Whitlock in his capacity as foundation secretary, ihe time spent by
Eari Baldwin in his capacity as foundation ireasurer in making and managing in-

vestments, and the clerical time spent in acknowledging contributions and typing
monthly financial statements.

investmenis

The foundation Board of Direciors has delegated all investment authority io the
treasurer of the foundation. The foandaiien treasurer follows the same general
guidelines as the university. ”Ihz foundation does not make investments which are
speculative in nature. The siocks and bonds accounied for in foundation assats
were gifts to the fourdation,

When funds such as the Tam, F. Campbell ¥
funds are discreetly invested. Smaller funds, ift
comrmitted 1 “mnﬂy in the unrestricted fund, ar
The interest earned from the inves'ment is hen

un reac'if-.. tiie $35,000 range, those
10se in the §50- $300 range, pius un-
re oo!ed for investment purposes.
C}zstrlb 1ied proportionately.

\“Dﬁz.,

Loans and Scholarships

The foundation makes no igans to students or faculty {ro s nrestricted funds.
However, loans are available 1o students through two r, icted loan funds ad-
ministered by the foundation:

i. the Robert R. Martin Stiden: Emergency Loan fund;

2. the Jack Hamiiton Loan Fund.

B3

Most of the schoiarship funds administered by the foundation are resiricted in
terms of purpose and qualified recipients. A 'mwuwy *“.nolarsinp {Omml"iﬁ
which is an instrument of the university, coordinates alt scholarships adminis siered



by the foundation and the university. Doug Whitlock, the secretary of the founda-
tion, chairs the University Scholarship Committee. The foundation also ad-
mmlsters externally funded scholarships for students from other states.

The foundation issues approximately 25 new scholarships each year from its
unrestricted fund. This policy has been in effect for about four years. At any
given time there will be 100 scholarships from the foundation in force.

The restricted scholarship programs administered by the foundation are issued to
one student except for the following:

Jane F. Campbell Scholarship 50
Ireme Mulier Scholarships 10
Myrtie Mitche! Scholarships
Hensley Schoisrshios
Gilford Scholarshi
Hill Schoizrships

™ 2 4 QU

Externally funded s:'.:.*-'i_arshiw are administered by the foundation *hrough lis
miscelianeous scholarsnips account. These external entities sometimes contact the
university for information on how o handle the scholar ships and are veferrad to
the foundation. Tsity pe snzmel sgate ;hat some of the external Chu fshxw
have provisions s i

these programs !
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University personnel as

Direct Payments io University

The foundation vavs the oper aling expenses of 3 meditation chape! at the school

and z portion OI the saiary of a university professor who aiso serves as Chapizin.
The salary paid the chaplain is remitied directly to the university, which iz turn
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issues a check for that portion of the salary plus its portion for the person’s facul-
ty duties.

Receipts from the University

The foundation receives money from the university for its leases of cropland and
the University Inn. In addition, the foundation still receives transfers of uncom-
mitted balances in the Student Activity Fund for the Revolving Fund Interest Ac-
count, the Telephone Assessments Account, and the University Check
Assessments Account at the ciose of each fiscal year.

Services for Which Reimbursement May or May Not be Made

The foundation does not reimburse the university for provision of staffing, space,
and other operating costs.

The foundation renovated a room in the Coates Building, universiiy-owned pro-
perty, for use as the Robert R. Martin Room, which contains memorabilia from
the public life of the University’s sixth president.

Although the foundation ended up purchasing the University Inn, no reimburse-

ment for appraisal costs, which had aiready been paid by the university, was
sought.

The university does not seek reimbursement from the foundation for space and
utilities used by the foundation in operation of its vending concessions and laun-
dromat and hair dryer operations.

Reporting

employee. A monthiy financial statement outlining revenues and expenditures is
submitted to each member of the Board of Directors. Financial reports are not
submitted to the university Board of Regents as a whole. However, individual

Regents who serve on the foundation Board of Directors receive the monthiy
statements.

The foundation’s financial reporis are prepared by Doug Perry, 2 university

UNREIMBURSED SERVICES PROVIDED TO THE FOUNDATION
BY THE UNIVERSITY

STAFFING---estimated by University personane! at $5,000.

SPACE—for conduct of foundation business. Space occupied by vending machines in
various locations around campus from which the foundation receives concessions. Space

and utilities utilized by the foundation for laundromat and hair dryer operations in campus
dormitories.

EASTERN KENTUCKY UNIVERSITY FOUNDATION, INC.
TOTAL REVENUES FY 1981

Unrestricted Fund $ 625,565.66
Restricted Fund 761,078.14

Total $1,386,643.80
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TOTAL EXPENDITURES FY 1981

Unrestricted Fund $ 473,436.80
Restricted Funds 606,921.53
Total $1,080,358.33

TOTAL INCREASE IN FUND BALANCES FY 1981

Current Unrestricted Fund $ 167,926.34
Current Restricted Funds 154,156.61
Plant Fund 348,000.00

TOTAL DISBURSEMENTS TO UNIVERSITY FY 1981

Partial Salary for Chaplain $ 11,612.50
Operation of Meditation Chapel 6,429.38
Renovation of Coates Building 4,306.00

EASTERN KENTUCKY UNIVERSITY ALUMNI ASSOCIATION
PURPOSE

- . - to promote the general welfare of the university; to create and maintain an
active interes? among alumni in extending the influence of the university: io pro-
vide means of perpeiuating friendships among alumai; o initiate and suppor? 2c-
tivities which will further the interesis of the university, iis students, and alumni;
and 15 aid the university in providing facilities to meet the educational needs of

ORT snciety

CGOVERNING STRUIC

The Alumni Association is governed by an Executive Council which consists of eleven
members, elected by the active membership of the association, and two ex-officio members,
The Executive Council is structured as follows:

A cuncil consist of ihe President, Firsi Vige

£
dent, President-Elect, First Vice President-Flec:.

ilect, immediate past presiden: of the Association,

mem bers consist of the Secretary-Treasurer and President of the

£ne Executive Council determines the policies and programs of the Association 2nd can
meet upon the cali of the President of the Association or by written petition of at least forty
active members. A maiority of the members of the Executive Council are required to be

F brianes
S L

present for the fransaction ¢f

ANy vacancy occurring on the Executive Council is filled for the duration of the unexpired
term by a majority vote of the Bxecutive Council.

The officers of the Alumni Association consist of
A. 2 President;

B. aFirst Vice Presideni:
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a Second Vice President; and

a Secretary-Treasurer—Director of Alumni Affairs at EKU (answerable for
his conduct of the Association to the President of the University and to the
Executive Council of the Association)

The Secretary-Treasurer of the Association (also the Director of Alumni Affairs of the
University) is appointed by the President of the University after consultation with the Ex-
ecutive Council, and is required under the Association Constitution to act as alumni
representative to coordinate all activities of the Association, to organize alumni chapters,

and to conduct an annual solicitation of contributions, and to carry out the program of the
association as approved by the Executive Council

The membership of the EKU Alumni Association is open to all persons who have received
degrees from the institution. Persons who have attended the institution as fully accredited
full-time students, and earned at least twelve hours credit, who have been faculty members,
or who have been benefactors in other ways as determined by the Executive Council are
eligible for associate membership. Honorary memberships may be awarded by the Ex-

ecutive Council. All active members have voting privileges; however, only EKU graduates
may hold office in the Association.

Operating Expenses

The Alumni Association is not incorporated and operates financially within the university’s
agency accounts. The fiscal year of the Association corresponds with the university’s fiscal
year. Any operational expenses incurred by the Alumni Association are assumed by the
university,

EASTERN KENTUCKY UNIVERSITY STUDENT AID SOCIETY, INC.

PURPOSE

The purpose of the Eastern Kentucky University Student Aid Society, Inc. is to promote the
welfare and aid in the education of poor and worthy students attending the university.

GOVERNING STRUCTURE

The Student Aid Society is governed by an eight-verson Board of Directors, ali of whom
are faculty or administrative siaff members of the university, and who are appointed by the
President of the University

The officers of the Board of Directors include:
a. aPresident, who is also the chief executive officer of the Corporation;
b. aSecretary: and

c. a Treasurer.

Officers of the Board of Directors are selected by the Board from persons nominated by the
President of the University.

WHEN FORMED

The Student Aid Society was incorporated on June 25, 1934, as the Eastern Kentucky State
Teachers College Student Aid Society. Upon incorporation, the Society took charge of the
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Satitizes tudent Loan Fund of Eastern Ken-
assets and assumed the current liabilities of the ghen-S.,pmfit sharing and has no capital
tucky State Teachers College. The coporation is non

stock.
SCOPE OF ACTIVITIES

The society’s activities include:

. ion thereof with a legal rate of in-

a. granting of loans to students and collect
terest;

rships or fellowships, or ones which

b. awarding of previously established schola)f oo onized ability; and

may hereafter be established, to students ¢
. . . : n of money or income from bonds,
¢. receipt of gifts and donations, in the fornis from real estate. and administra..

securities, debenture obligations, or renta prescribed by thé donor,

tion of such gifts and donations in the terr
In revised rules issued July I, 1980, the Society states thélrt ;g;gailllnlae g&ﬁ%ﬁfgg;}i Soofu{}(iz
of emergency loans to implement and supplement othg, 4 period exceeding six calendar
aniversity. Loans io gualified applicants are not made y be revfewed and approved by any
months. Temporary emergency loans of $100 or less M0 must be filed with the secretary
member of the Board of Directors. Loans exceeding $1; o loans is 6% per annum with 2
and approved by the Board. The present rate of interes o S '
minimum interest and/or service charge of one dollar.

OPERATING EXPENSES
; tne university 's

Student Aid Society funds are accounted for along with l?éhghlgg;?;g?gi;pb}hgcf;gm: 1.;:15

agency accounis. The accounting records are kept by H Yy thie Vics Presidofit of Bliciness

budgetary control. Papers documenting loans are issuel expenses of the Soéiéfymfﬁasgjl‘;frig

Affairs. The university assumes the modest operationali.;,( o

that this enbances the organization’s ability to assist stuc.

= e = : ; aymenis with interest.
Source of loan funds: reiursis o investment; revelving pi

_ . ‘ L. riversity without reimbursement.
Staff: Staff sources for accouniing are provided by the us

rinancial Summary 7 98]
Revenues: $62.998
Paymenis ou Loans 1676
Interesi on Loans o
Expenditurss $61 887
Loans 978
Collection Casts )
PR $ 7,798
Fund Balance:
$ 5,790

Motes Receivable Fund Balance
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ARLINGTON ASSOCIATION, INC.
PURPOSE
The purpose of the Arlington Association as stated in its articles of incorporation is to pro-
mote a closer relationship among the faculty, staff and alumni of Eastern Kentucky Univer-
sity through the operation of a club which provides organized programs of social and

recreational activities, and in so doir_xg, to create a better understanding of the educational
activities and opportunities at the university.

GOVERNING STRUCTURE
The Arlington Association is governed by a 22-person Board of Directors, eleven of whom
are elected from the membership of the Association by the total membership. Eleven posi-
tions on the Association Board of Directors are reserved for Eastern Kentucky University
personnel. These ex-officio members include the:

s  President of the University;

o  President of the Alumni Association;

®  President of the EKU Women:

e  Treasurer of the University:

@  Director of Purchases and Stores;

®  Director of Personnel Services:

®  Vice President for Public Affairs:

®  Director of Alumni Affairs:

®  Vice President for Academics:

¢ Chairman of the Facuilty Senate; and

o Executive Assistant.

The vresident of Eastern Kentucky University is the ex-officio president of the Arlington
Association. The elected officers are:

®  {hairman;

e  Vice Chairman;
&  Secretary; and
s  Treasurer.

j};he officers are elected by the Board of Directors from the membership of the Board of
irectors.

WHEN FORMED

The Arlington Association was incorporated on May 20, 1969, as a non-stock, non-profit
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corporation under Chapter 273 of the Kentucky Revised Statutes. Membership in the
association is available to eligible alumni, faculty and staff persons, and Century Club

members of Eastern Kentucky University. The association also has honorary memberships
as designated by the Board of Directors.

The Arlington Association is not located on the Eastern Kentucky University campus. The
Association receives its funds from membership dues, food sales and other micellaneous in-
come. The Association is self-supporting. Under a management agreement executed bet-
ween the University Board of Regents and the Arlington Association Board of Directors,
the Arlington Association reimburses the university for all support, including ad-
ministrative expense, of services performed by the University for the Association. These in-
clude the reimbursement of payroll expenses (for convenience Arlington salaries are run
through the University’s payroll system), and any other expense that the University might
incur relative to Arlington. The University owns the Arlington property and is concerned
with its proper maintenance and upkeep. Any repairs performed at Arlington by University
personnel are, however, paid for by the Arlington Association.

XENTUCKY STATE UNIVERSITY FOUNDATION, INC.
i GENERAL INFORMATION
A, Purpose

The purpose of this Foundation according to the Articles of Incorporation is
t0:

receive contributions, gifts, grants, devises, or bequests of reai
or personai property or both from individuals, foundations,
parinerships, associations, government bodies, and public or
private corporations, and to maintain, use, and apply such pro-
perty and income therefrom exciusively for the benefit of Xen-
tucky Staie University, or of any student, faculty, or siaff
member therein as such, or any line of work, teaching, or in-
vestigation.

B, Beard Structire

—

e Board of the Foundation is not directly controlled by the University

a. President of the University (ex-officio)

Thirty-five other members

Frusices are elected by the Board and serve three-year terms.
Trustees may succeed themselves on the Board.

4. The KSU Foundation has 36 board members. Nearly all members
are donors active in fund raising or have some expertise useful to
the foundation. The executive committee members live within the
central Kentucky and Louisville regions so they can meet frequent-
ly. Even though it is not specified in the bylaws, the board has alum-
ni representation (I16-alumni nominations are submitted by the
alumni association), regent representation (3), and occasionally a
KSU faculty or staff member.



e. The Board is self-perpetuating and selects members from the com-
munity.
2. Officers
a. President
b. Vice President
c. Secretary
d. Treasurer
e. Executive Secretary (Kentucky State University employee)

The Executive Secretary, signing alone, is authorized and empowered to execute, in the

name of the foundation, all routine instruments arising in the day-to-day operation of the
business of the foundation.

C.

3. Four Standing Committees

a.

Executive Committee—(consists of officers of the foundation, Ex-
ecutive Secretary, and four additional members elected by the
Board of Trustees). The executive Committee shall exercise the
authority of the Board of Trustees to manage tine affairs of the
foundation between meetings of the Board of Trustees.

Investmeni Committee—({consists of the President, Treasurer, Ex-
ecutive Secretary, and two additional members elected by the Board
cf Trustees). The Invesiment Committee shall exercise the authority

of the Board of Trustees to manage the various funds of the foun-
dation.

Grants Committee—(consists of the Treasurer and four additional
members elected by the Board of Trustees). The Grants Committee
shall exercise the authority of the Board of Trustees ic receive and
take action on all requests for funding by the University.

Fund Raising Committee-—{consisis of the President of the Unives-
sity, a member of the Executive Committee, and five additional
members elected by the Board of Trustees). The Fund Raising Com-
mittee shall exercise ihe authority of the Board of Trustees to
develop plans and provide the leadership for the implementation of
fund raising activities, with particular emphasis on major gifts,
which will enable the University, through the foundation, to achieve
its goals and objectives.

When Formed

The Kentucky State University Foundation was incorporated on July 31,

1968.

Scope of Activity

The foundation’s activities invoive receiving and soliciting gifts and contribu-
tions used for the benefit of Kentucky State University. The major areas of
support include:

5



a. scholarships
b. Foundation Loan Program
¢. additional volumes for Blazer Library

d. special support for Academic Departments and Programs of the Univer-
sity

e. purchase of equipment
travel for faculty, staff and students
g. siudentvecraitment

h. institutional marketing

k. campus heaygtification

i fecinrers
i, faonity fellowships

The Ezecuiive Secretary of the foundation board spends 40% of nis fime v

foundation work, He i is 2 KSU employee who is alsc Assistant to Li’z“ Bregi.

dent for Viniyersity Relations, His secretary is a KSiJ s mpl-‘;yee and @rm':l

4% 0f her ?’ﬂ"ddtiﬁl’l work. A fuil-time bookieenet is the only ol
s inr 2y Woves, Tt iz the Intent of the V SUF

iy for all of ihe time 1is empioyeas spend on fonp .

id=ndr zarred np Investmensis
e and engtribution
{Srants
¢, Feer fov adminitivation of studen iozn fund (31 p ieand

4 Purpose of the Foundaticn

5 are closely tied to the nurpose of the foundation.



3. Policy on Gift Acceptance

A new policy on gift acceptance is currently being developed by the
Board. Right now the executive secretary can accept tentatively gifts up
to $50,000 without board approval. However, final acceptance must be
formally ratified by the executive committee. Some members would like
to see the limit raised to $100,000. Gifts totaling over $50,000 can only
be accepted by the full board. Two special meetings of the full board
have been convened for this purpose in addition to their regular annual
meeting in May.

With the recent purchase by the foundation of a MagCard and Lanter
word processing system, a 24-48 hour receipt acknowledgement policy is
now in effect. As donations are solicited through the mail and later
received, letters acknowledging receipts are elecironicaliy prepared in
advance to expedite the foundation’s receipting process.

On rare occasions gifts to the foundaiion are turned down, due (o the
fact that a board evaluation has found them controversiai or not to have
potential for a satisfactory return on invesiment.

Nearly all gifts to KSU are directed 1o the foundation staff for proper
receipting and accounting.

[n

a i Burpose are moniiored by a designalec pro-
and the Foundatio xecutive Secretary. In fact, 0o ex-
gift or grani money can be made without the Fouadation’s
Executive Secretary countersigning each check. Interim reporis, if re-
quested or required by the donor, are prepared oy the project director in
conjunction with the foundation’s Executive Secretary. An in-house
tickler file is also set up to show in advance when reports are due.

Generai reports of donors are made in the guarterly KSU Alumni,
donors and frieads oublication Kudos and the foundation’s annual

AN e R M B i S e e d B g
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able by their sources.

Lo

Apxitiary Operations

o

he K81 Fovadation hss no auyiliary operziions.

B. Disbursemenis
. Acquisition of Capitai items Purposej—Most capital expenses have In-
cluded furniture, awards, zad electronic word processing equipment ior
fund raising purposes. it vehicles are received or purchased by ihe foun-
dation, they are immediately deeded to the university.

2. Operation Expenses (Foundation Adminisiration}—Operating expenses
include office supplies, salary and benefits for one full-time bockkeeper,
iravel for the executive secretary, an annual audiz, Annual Fuand ex-
penses, posiage and printing.

(h
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Operation Expenses (Foundation Source)—The source of funds for
these operations are mixed in KSU’s unrestricted fund. The sources are a

combjnatjon of interest and dividends from investments and gifts and
contributions.

Operation Expenses (Auxiliary Operations)—The KSU Foundation does
not have auxiliary operations.

Expenditures Not Permitted by Imprest Authority
a. Travel advances to faculty and staff
b. KSU Foundation Loan Fund (students)

Expenditures Falling Under the Model Procurement Code or Personal
Services Contracts

Nearly all KSU Foundation expenditures are the types addressed by the
Mode! Procurement Code or Personal Service Contract statutes, but as a
private corporation the Foundation is not required to acdhere to KRS
Chapiers 45 and 45A.

The cutrent KSU Foundation policy on expenditures is explained below:

Final responsibility for operating expenditures rests with the founda-
fion’s Executive Secretary. Other expenditures are approved by the
Grants Commitiee.

The Board of Trustees keeps a record of its proceedings and makes zn
annual report io the Board of Regents of Kentucky State University.

The boarc appreves expenditure policy and some expenditures are
predetermined based on the requirements and obligations of grants.

Overall policy anc procedure for expenditures comes from the founda-
ticn board. the K81 Business Services Office, and advice from annual
gudifs.

investment Policy

An mnvestment policy is now being formuiated. The board has an invest-
ment Committee ihai meets quarterly to direct the investment of liquid
assets such as C1’s, T-bills, and federa! agency notes.

Stock is being recommended by the Executive Secretary as the basis for
an endowment fund. Currently, the investment advisory firm of
Blackburn and Sanford in Louisville directs the exercising of stock op-
tions at the approval of the Investment Committee Chairman as stated in
the contract. This firm receives a commission each time an option is ex-
ercised. Farmer’s Bank and Capital Trust Company serves as the custo-
dian of the securities and receives an annual two percent fee based on the
aggregrated amount invested. Some investment money is also deposited
in the four Frankfor: financial institutions in the form of CD’s.
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1981 Investments

Corporate Stock $79,493 (Ashland Oil,
Standard Qil of Ohio,
Haliburton, Nabisco,
Louisvilie Cement,
Third National Corp.)

Savings $203,198 (CD’s, T-bills,
Federal Agency Notes)

Total Investiments $282,691
Policy o Loans and Schoiarships

Loans are avaiiabie for students up to $75 for a period of two to sixty
days. There is a one-day waiting period 2nd a one dollar service charge
io cover cosis of processing. Tae loan application the student fills out
musi siaie the reason for the Aaan and i’lOW they plan o repay the loan.
The casaier’s office checks the student’s records for any cutstanding
bills. No interes: is charged.

Mosi schoiarsiips are aireaqy resiricied in terms of their purpose,
amount and eligibility. The board’s Grani Commitiee oversees all
scholarships awarded ii".’.}ugr. the IOuu&auO’l The con miitee exXercises
its greatest oversignt in determnning the queun *o umes*fzct\.a
scholarship monies, such 3 the Eaiversis

Compensation of Foundaion St

One fuli-time aoox&eerm ‘s saiary

foundation. The Bxecutive Secreiary a'jends 4G% of nis time on founda-
tion work aad ais seereiary svends 0% of her time on foundation. work.
They are uoth Kentucky Siate University empioyees.

it is the inteni of the ¥ a...‘ '= gunaation (o eveniuaiy Degin reumoursing
the universii naaiion exsenses ana siaff now being supported by
the univers:

daa

The KSU Fourdeiion o

Direct Paymenis iG the Universiiy
Postage ang printing.
Receipts from the Usiversy

Noi applicabie,

Form of Transfer

Travei advances io facuity and o re naig directiy,

Dl EB 6 BB S et S



D. Reporting

All audits on major foundation activities are public and available to the
Council on Higher Education and other state agencies. Detailed monitoring
of KSU Foundation expenditures and receipts is conducted by the KSU

Director of Business Services, the KSU Foundation staff , and the firm which
conducts 2nnua! audits.

FINANCIAL SUMMARY

Total Revenues for FY 81 $199,233
Total Expendiiures for FY 81 85,700%
Tota! Fund Ra'ance far FY 81 15,227
2zt University for FY 8¢

gg Trrani and grants for University
iGenis/activities)

w3
W
[ 4]
5.«2
2
L

* Excludes disoarsemenis to the University.
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E.

Membership is annual based on established dues (currently $10).
All graduating seniors receive a complimentary one-year membership card.

Associate Memberships. All persons who are interested in the activities and
welfare of the University and Alumni Association may become associate
members, by paying dues annually. This will entitle them to all privileges ex-
cept holding national office.

Honorary Member. Outstanding individuals may be recommended by the
Executive Committee as honorary members to the general lobby.

Kentucky State University does not control the KSU Alumni Association of provide f inan-
cial assistance or resources except for use of University facilities for pericdic Alumni
Association meetings and activities.

MOREHEAD STATE UNIVERSITY FOUNDATION, INC.

k. GENERAL

2

Purpose

<

Stated—“to0 do and perform all things necessary for the development,
growth, expansion, progress, the accomplishment of educaiional cbjectives:
ihe development of the physicsl plant, the improvement of the faculty, and
aid to the student body and ahimuoi of MSU.”’

Governing Structure

The Board membership is inierlocking with MSU Board of Regents, hut 2
majority of members are selected by the Foundation itself.

Board of Trustees, including as specified in the articles ¢f incorporation:
a. President of MSU

b, Three staff and faculty members

¢. Chairman of the Board of Kegents

d. One member of Board of Regents

¢. Three alumni of MSU

Others, up to 15, may be added by the first five to include:

a. President of the MSU Alumi Association

b. President-elect of MSU Alumni Association

¢. Chairperson of the Eagle Athletic Fund Advisory Board
d. Vice-Chairperson of Eagle Athletic Fund Advisory Board
e. Chairperson of MSU Scholarship Commitiee

f.  President of MSU Parents Association
57
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These members may be selected from the community-at-large.

2. Officers
a. President-MSU President
b. Vice President-chosen from membership
c. Secretary and Treasurer-may be combined
d. Executive Director-employed and paid by the Foundation Board of
Trustees.
Formed

Formed in 1979.

Scope of Activity

1. aids the University in growth and development
2. solicitation of gifts

3. provides financial aid to students

4,

conduit for private gifts ic be used by the Parents Association, Scholar-
ship Fund, etc.

E. Staffing

A

The Executive Director and Treasurer are paid by the Foundation.
FLOW OF FUNDS

Revenues

[ S5)

4,

Money is generated only through gifis and contributions to the Founda-
tion and liguidation of surplus assets.

The Foundation accepts almost any gift. Primarily, donaticns have been

monetary but the Foundation has also accepied gifts of “*horses, prints
and farm eguipment.”’

No funds are “*co-mingled.”” Each fund maintains iis own identity. The
Funds are: Alumni Projecis Fund, Eagle Athletic-i?und, G_rqatest Ne;eds
Fund, Parents Fund, Scholarship Fund, other designated gifts, and gifis
in-kind.

The MSUF has no auxiliary operations.

B. Disbursements

i

2

The only capital items purchased are for instructional purposes, such as
microscopes. Other capital items currently owned are gifts.

Since no audit was available, it is not clear how that amount relates to
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the total fund balance of over $200,000. It appears for operational pur-
poses $31,016 was received from contributors and $10,149 was spent for
operations, with $20,868 as a total amount in ‘‘various accounts.”

3. Approximately $30,000 this year was aliocatt_ed for salaries, travel and
support services. The net remainder was available for promotion pur-
poses.

4. Investments are made by the Budget and Investment Committee. Cur-
rently investments are made in relatively small amounts in FDIC insured
Certificates of Deposit. The deposits are timed to come due iwice a year
when scholarship monies are paid out.

5, As a private corporation, MSUF is not bound by state purchasing pro-
cedures.

6. The Foundation makes no loans. The determination of scholarship fun-
ding is made each year, and is contingent upon contributions and
“greatest needs’’ allocations. The amount of funds earmarked for
scholarships varies from year to year due to fluctuations in contribu-
tions. The Scholarship Committee selects recipients for Foundaticn
scholarships.

7.  All staff are paid by the Foundation.

8. There is no indirect cost policy., The foundation rents office space {rom
the University.

C. Transfers

1. The Foundation makes no direct transfers to the University, Oniy
payments are reimbursements for support services,

2. ‘The Foundation gets money from the University only through reim-
bursement {e.g., if the University received a donation, part of which was
specified for Foundation use, then the University would reimburse the
Foundation for that amount).

3. Reporiing
Quarterly and annual reporis are made to the Foundation Board of Direc-
tors. The Executive Director and Executive Committee meet ofien {almaost
weekly) to discuss Foundation activities. Audits are to be performed;
however, to date none have been prepared.
Total Revenue FY 81 ‘ $31,016 (9/80) + $267,887 (FY 81)
Total Expenditures FY 81 (operations) $10,148
Total Fund Balance FY 81 (gifts) $200,037
Total Disbursements (to university) Not Available

MOREHEAD ALUMNI FOUNDATION, INC.

The Alumni Foundation was established in 1961. It is incorporated and has no bylaws. It
has historically been inactive, having no members or receipts. This group now functions
partially as a MSU account under the name ‘‘Alumni Association.”” It is a part of the
regular MSU accounting system, and is audited annually with the remainder of the MSU
accounts. Its purpose now is to act as a conduit for disposal of some MSU surplus fand.
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Any revenue generated by the disposal of this property is deposited with the Department of
Finance in the Capital Construction Division. Since this is a University account and subse-

quently falls under the auspices of MSU itself, the activities are overseen by the Board of
Regents of Morehead State University.

The Morehead Alumni Foundation handles the disposal of some property located in
Morehead. It is otherwise inactive.

The Alumni Association operates now as a restricted agency account under the auspices of
the University. The Alumni Association is not incorporated and is not a legal entity.

MURRAY STATE UNIVERSITY FOUNDATION, INC.
PURPOSE

STATED:—‘‘to do and perform all things necessary for the development,
growth, expansion, progress, the accomplishment of educational objectives, the

development of the physical plant, the improvement of the faculty, and aid to the
student body and alumni . . . .”

GOVERNING STRUCTURE

L Board of Trustees consisting of fifieen members. The fifteen members shall in-
clude the following:

A. President of the University
B. Two faculty or staff
C. Two alumni
11 Officers
A. President (President of the University)
B. Vice President (member of Board of Trustees)
C. Secretary-Treasurer

i Six Standing Committees

A, Executive Commiﬂtteemat least five members of the Board of Trustees. Presi-
dent serves as chairman.

Finance Commitiee—at ieast ihree members of Board of Trustees.

€. Investment Committee—iwo members of the Board of Trustees who, along
with two members of the Board of Regents, comprise the Joint Investments
Committee of the University.

D. Nominating Committee—the Presideni and two other members of the Board
of Trustees.

E. Audit Committee—three members of the Board of Trustees (excluding the
President).
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Other Committees—as determined by the Board of Trustees.

The foundation’s Board of Trustees is self-supporting. Three of the fifteen
members are university employees.

WHEN FORMED

The Murray State University Foundation was incorporated on May 20, 1946 as the Murray
State College Foundation, a domestic, non-stock, non-profit corporation organized for
educational and scientific purposes. The name of the foundation was changed to the Mur-

ray State University Foundation by an amendment to the Articles of Incorporation on
September 26, 1966.

SCOPE OF ACTIVITY

1.

s

STAFFING

Purchase, lease, receivership, ownership, sale or conveyance of real and per-
sonal property of all kinds.

Receipt (by gift, bequest, devise, grant or purchase) and retention of any real
or personal property and use or disposal of same for purposes of the corpora-
tion.

Administration of private and federal grants awarded to the university and to
the Foundaiion.

Receipt and administration of donated funds restricted in purpose and use by
donors.

Administration of shori-term loan program for the benefit of faculty, staff
and students.

The foundation has an administrative staff consisting of:

2

Executive Director {Thomas B. Hogancamp)

2. Secretary Treasurer of the Board (Joanne Cohoon)
3.  PBookkeeper {Dorcthy Barrow)
A, REVENUES

1.

Contributions—Most of the cash contributions (gifts) received by the foun-
dation carry restrictions relative to use. These funds are accounted for in the
““Restricted Fund’’ account.

Indirect Costs—Since 1957 the foundation has administered many of the
federal and private grants awarded to the university. In fact, some grants are
made in the name of the foundation rather than the school. All costs for
grants administered by the foundation are borne by the foundation. The
foundation collects indirect costs for administrtaion of some of the grant
programs. In fiscal year ended 6/30/81, forty percent of the indirect costs
collected from grants having indirect cost provisions were returned to the
university; more specifically, to the academic college from which the grant
proposal originated.
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3. Lease Income—The university leases an executive car from the foundation
and a boat which is used in the Commercial Fisheries, Cumberland Mussel
Survey, and Fish Attractor Grant programs. The foundation owns both the
automobile and the boat. Upon termination of the lease the boat will become
the property of the university.

4. Advances and Loans Payable—The foundation periodically makes loans or
advances to various grant programs which it administers pending receipt of
actual funds from the federal government. The foundation’s unrestricted
fund is reimbursed for the advances.

The foundation purchases various properties on behalf of the university to
hold until such time as the university can assume ownership of the property.
As of June 30, 1981, $88,365 had been borrowed from MSU Agency Funds
for the foundation to purchase three parcels of property. These were the Cut-
chin property (2 parcels) and the Wilson property {1 parcel). These properties
are still in the process of being purchased by MSUJ.

5. Interest Income—The foundation receives invesiment earnings from its two
general investment pools. The earnings are prorated to the restricted and
unrestricted accounts in the investment pools. Interest income is also received
from a foundaticn money management account, a NOW checking account,
and a savings account,

APPLICATION OF REVENUES
Revenues are closely tied with the purpose of the foundation.

POLICY ON ACCEPTANCE OF GIFTS

The policy on the accepiance of gifis by the foundation is siated in sections (b) and (f) of
Article V, Powers, of the Articles of Incorporation. The Executive Director is authorized to
accept all gifis, provided that they adhere to IRS guidelines and that any resirictions or
limitations attached to the gift fall within the powers of the corporation and previous board
actions. The approval of the foundation Board of Trustees or the officers is not necessary
for routine gifts.

Upon the request of the university Board of Regents, the foundation will administer an
unresiricted gift to the university. Title to such gifts, however, remains with the university.

IDENTITY OF FUNDS

Unresiricted funds received by the foundation are identifiable upon receipt but lose that
identity when accounted for in the foundation’s General Foundation Account. General
Foundation Account funds include unresiricted cash contributions; indireci cosis from
grants; income from leases; repaid loans, advances and expenses, and interest on
unrestricted pooled investments,

All restricted funds are maintained in separate accounts and maintain their identity by
source. Interest earned from investment pools is pro ated back to each separate account.
Restricted fund money includes contributions to indisidua! scholarship accounts and loan
programs, private and federal grants, and prorated interest from pooled investments.

AUXILIARY EXPENSES

Th;? foundation operates the University Bookstore and is in the process of constructing a
golf course.
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Golf Course. In September, 1979, a 173-acre farm was donated to the Murray
State University Foundation by Mr. L.D. Miller, Jr., with the stipulation that the
foundation develop a golf course on the land in honor of the donor’s deceased
wife. It was further stipulated that ownership of the land would be transferred to
the First Baptist Church of Murray, Kentucky, if a golf course was not developed
within a ten-year period. (On July 21, 1982, the reverter clause was removed from
the land conveyance by Mr. Miller, with concurrence by the First Baptist Church
of Murray, and the land conveyed to the Foundation without restrictions.) The
appraisal value of the land when received by the foundation was $173,000.

On July 15, 1981, the Executive Committee of the Foundation Board of Trustees accepted a
bid for $720,300 for construction of the Frances E. Miller Memorial Golf Course.
Unrestricied certificates of deposit owned by the foundation were pledged as security for
$1,000,000 line of credit from two Murray, Kentucky banks. June 30, 1981 financiai
records indicate that no funds had been drawn from the line of credit and that only
$550,000 is anticipated to be borrowed during fiscal years 1982 and 1983.

The constraction of the golf course is being financed by the foundation through private
gifts and profits from the University Bookstore. Actual cash expenditures as of June 30,
1981, totaled $36,446.22 for surveying, engineering, land clearing, and other cosis
associated with initial planning and construction prior to letting a consiruction contract. A
completion date for construction of the golf course has been set for 1983. It is aniicipated
that construction costs will be completely paid for in 1988,

University Bookstore. In April, 1979, the Murray State University Board of Regents
authorized a transfer of the total cperations of the Campus Bookstore fromn the university
to the Murray State University Foundation. This action followed s March 29, 1979,
rransfer of $40,613.35, representing bookstore profits for fiscal year 1973-74, to ihe foun-
dation. A formal agreement providing for the transfer of bookstore operations was entered
into by the foundation and the university on September 15, 1979.

he writien agreement called for:

=y

e the foundation to maintain a bookstore inventory equal in value to that at the
time of transfer, and that title to said inventory remain with the university;

o  interest earnings at the rate of seven percent per annum on the fiscal year
1973-74 booksicre profits which were transferred to the foundation in
March, 1979, and the inventory values owned by the university, until the add-
ed value of the inveniory has been accomplished; and

> ownership of bookstore inventory and inventory funds remain with Murray
State University and that the transfer be “*mutually understcod and agreed to
be a transfer of control and beneficial use only.”

The contract does not call for a specific use of bookstore profits by the foundaticn. Cur-
rently bookstore profits are restricted for use in construction of the Frances E. Miller
Memorial Golf Course.

The inventory and inventory funds transferred to the foundation under the agreement are
valued at $404,850.60. June 30, 1981, financial reports indicate that $4,300.08 interest on
fiscal year 1973-74 net profit has been accrued. (In the formal-agreement transferring
bookstore operation, the foundation agreed to pay seven percent interest on the 1973-74 net
profit plus $4,100 held for the purchase of inventory.) In addition, $5,386.55 from the sale
of certain fixtures from the former bookstore location and $31,000.08 representing cash in
bank, accounts receivable, and purchase returns (less accounts payable) which were in ex-
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istence at the time of the transfer have been added to the restricted inventory account to
which the university holds title.

The University Bookstore is located in the University Center on the Murray State campus.
A formal rental agreement between the university and the foundation calls for $25,000 rent
and $15,000 utilities on an annual basis. The bookstore covers all of its operational ex-
penses, including employee salaries. Net profits for the bookstore for fiscal year ended
June 30, 1981, were $187,168.70.

B.

DISBURSEMENTS
Acquisition of Capital Items

The foundation’s acquisition of capital items has mainly been for the purpose of
holding property for the university until such time as state purchasing procedures
permit the university to assume ownership. At the end of FY 1981, the foundation
held $88,365 worth of real estate for the university.

The foundation does, however, have a $50,000 investment in real estate and a
$216,545.98 investment in the Miller Golf Course. The foundation owns $2,100 in
office equipment and an automobile, boat and trailer which are leased to the
university. A gun collection given to the foundation is maintained in fixed asset
accounts at a value of $22,430.

Operational Expenses

The only expenses accounied for in foundation financial reports which may be
termed ‘‘operational’”’ are expenses incurred for zudits and internal contro:
studies, travel and meetings and printing.

Operational Expenses—Source

The foundation’s main opcrating expensss are assumed by the university. The

salary and benefits of foundation staff, esitmased at $36,000, are paid by the

university. Foundation personnel estimate additional operating expenses o be ap-

gro'ximately $14,000 annually. The university provides office space for the foun-
ation.

Investiments

The foundation uses an invesiment pool concept in order to obtain maximum
return on investments. The invesiment pool includes foundation funds, MSU
Central Agency Funds, and MSU Alumni Association funds.

The governing siructure of the foundation includes an investments Commiitee
which consists of two members of the foundation Board of Trustees. These per-
sons, along with two members of the Board of Regents, comprise the Joint In-
vestments Committee of the university. The foundation Invesiments Committee
recommends investment policies to the full Board of Trustees.

The foundation maintains a prudent posture for investment purposes, which does
not include speculative purchases. Most of the foundation’s investments are held
in certificates of deposit. Stocks held by the foundation have been donated.

L.~ans and Scholarships

The foundation does not make general loans io faculty and students. Members of
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the faculty are eligible, however, to receive official travel loans of up to $500 from
the foundation.

The foundation administers approximately 150 scholarship programs. This is in
addition to approximately 90 scholarships administered by the Alumni Associa-
tion and a number of Presidential scholarships issued through the school. Unlike
the Alumni Association, the foundation is not involved in the selection process for
the individual recipients of the scholarships which it administers. A University
Scholarship Committee at the university coordinates and selects the recipients of
scholarships. No member of the foundation’s governing structure or the founda-
tion staff is a member of the University Scholarship Committee. Dr. Hogancamp
does, however, sit in on committee meetings as an interested party. There is no ad-
ministrative charge from the foundation to the university for administration of its
scholarship program.

Staffing—~Compensation

The foundation has a three-person staff, one of which is part-time. The staff con-
sists of the Executive Director {who is pari-time), an administrative secretary, gnd
a2 bookkeeper. The foundation staff are university employees. There is no reim-
bursement from the foundation to the university for salaries and benefits. Dr.
Hogancamp estimates that staff salaries total approximately $36,00C annually.

indirect Cost Policy

The foundation has no indirect cost policy relative to expenses incurred by the
university on behalf of the foundaiicn Foundation personnel have indicated that
such a policy is being established,

TRANSFERS
Receipts from the University

The foundation purchases parcels of real estate which have been included in the
university’s land-use plan by the school’s Board of Regents for retention until
such time as the university can complete purchasing procedures through the
Department of Finance, The foundation then seils the property ai cosi (G tne
university.

Approximately tweniy parceis of land have been purchased for this purpose over
the past ten years, In Septemoer, 1979, the foundation received $270,20C from the
sniversity for the transfer of certain real estate held by the foundation. This
amouni represented the original cost of the property, plus an additional $i2,800
i3 cover costs related to holding the real estate. Currently the foundation is
holding three parcels of real esiate for the school. The foundation has borrowed
$88,365 from the university agency fund for the purchases. Agency funds consist
of funds from various student and faculty organizations.

The university leases an automobile from the foundation for use as an executive
car.

Direct Payments to the University

The foundation pays the university $25,000 and $15,000 respectively, annually for
rent and utilities for the University Bookstore.
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The foundation reimburses the university for the salaries of the bookstore
employees.

Services for Which Reimbursement May or May Not be Made

The foundation does not reimburse the university for provision of staffing, space and other
operating costs.

The University does not reimburse the foundation for the use of sod, a storage building,

housing properties, dirt storage, or for support provided in the areas of student recruit-
ment, faculty research, and public relations.

The foundation pays insurance and appraisal costs for property purchased on behalf of the
university and does not seek reimbursement from the school.

The foundation provided funds, $15,000 and $55,000, for the construction of two horse
barns on the University Farm in support of the university’s Horsemanship Program. One
loan has been fully repaid. The remaining loan is being paid from stall rental fees and is

scheduled to be fully repaid on January 1, 1991. Actual repayment is running ahead of the
schedule.

Unreimbursed Services Provided (o the Foundation by the University
Staffing (estimated by university personnel at $36,900)
Space (for conduct of foundation business)

Form of Transfers

All transfers of money betwsen the foundation and the university are done by
writien agreement.

D, REPORTING

The foundation is audited annually by an independent auditor recommended by
the Audit Committee and approved by the Board of Trustees. In addition, annuzl
financial reports are prepared by the Foundation staff. These financial reporis are
submitted to each member of the foundation Board of Trustees. No formal repori
is made to the university Board of Regents.

Total Revenues FY 1981
Unrestricted Foundation Account $ 200,323.93

Federal, Private and State Grants 1,893,377.88
Restricted Fund Accounts 3,567,686.39
TOTAL $5,661,388.20

Total Expenditures FY 1981

Unrestricted Foundation Account $ 29,806.45

Federal, Private and State Grants 2,008,179.94
Restricted Fund Accounts 3,518,423.27
TOTAL $5,556,409.66
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Total Increase in Fund Balances FY 1981

Unrestricted Fund Balance $ 172,767.48
Restricted Fund Balance 89,637.54
Total Fund Balance 2.,932,083.00

Total Disbursements to University FY 1981
Rent and Utilities for Bookstore $ 34,485.46

MURRAY STATE UNIVERSITY ALUMNI ASSOCIATION

PURPOSE

The purpose of the Murray State University Alumni Association is to organize
and coordinate the efforts of former students and graduates in assisting the university, its
students and alumni, and in promoting the welfare of the institution.
GOVERNING STRUCTURE

. The Alumni Association is governed by ar executive council consisting of the of-

ficers of the association and fifteen additional members elected from and by the association
as a whole. The specific makeup of the executive council is as follows:

i. Presideni—elected by the membership of the association;

3 Treasurer-elect——elected by the membership of the association;

5 Vice President—elected by the membership of the association;

A, Secretary-Treasurer—appointed by ihe President of the University and ap-
proved by the Executive Council;

5. At least 15 additional members in good standing; and

o

Associate members—one from each recognized Alumni Club of the Associa-
tion. These members have no vote.

WHEN FORMED
An Alumni Association for the then-Murray State Normal Schooi and Teachsrs
College was formed on June 1, 1926. The present alumni association is a successor 1o that

organization and operates under a constitution adopted February !, 1964, amended July 1,
1966.

SCOPE OF ACTIVITIES

1. Solicitation of funds for the educational purposes of Murray Staie Untversi-
ty.

9 Maintenance of records and statistics on Murray State University graduates.
3. Arrangement of activities for reunions and homecoming activities.

4. Provision of scholarships for worthy and needy students.
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The Murray State University Alumni Association is included as a budget unit in
the university’s accounts. The Association also raises funds through fee collection and con-
tributions from among its membership. The association operates out of the General Ser-
vices Building on the campus. Four full-time staff persons are university employees.

The University exercises control over Alumni Association expenditures and ac-
tivities which are supported by state funds. The university does not control those funds
which the association raises independent of the school.

The Alumni Association has a three-member standing Investments Committee
whose members are elected by the Association’s Executive Council. The Murray State

University Foundation acts as custodian for certain unrestricted funds of the Alumni
Association.

FY 81
Total Receipts $ 87,000
Fund Balance 506,000

MURRAY STATE UNIVERSITY CREDIT UNION, INC,

The Murray State University Credit Union is a member of the National Credit
inion Asscciation. Its members are emplovees of Murray State University. The credii
union is governed by a Board of Directors, composea of faculiy members at the university,
' ¢t union is located in the General Services Building on campus. The school may
provide a small amount of suppori with respect to some office supplies and forms, The
credit union pays its own personnel.

NORTHERN KENTUCKY UNIVERSITY FOUNDATION, INC,
GENERAL INFORMATION
Purpose.

A, Stated . .. to provide general and specific services and material things
necessary or desirable for the growth and development of Northersn Keniucky
University, or its successor instituiion, and encompass prospective students,
siudents, and alumni; facuity and sizff, and research, civic services, and
cooperaiive educational programs,

8. Board Structure

1. Board of Directors consists ©f 1ot isss than five nor more than 100 per-
sons. Five members constitute 2 quorum at zny meeting of the Board of
Directors. Vacancies are filled by a majority vote of the Board based
upon the recommendation of the Executive Commitiee, Members from
which Direciors are selected are selecied by the Board from the
community-at-large. The Universi‘y President is Chairman of the Foun-
dation Board and a member of ih: NKU Ceniral Administration staff is
the Foundation President. These governance provisions aie designed io
keep the Foundation’s focus on serving the university and under the con-
irol of the university. Of the foundation’s thirty board members,
roughly half are regents, bui this is not 2 requirement in the articles or
bylaws. People serve on the foundation’s board based on their sbility tc
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give money, raise money, or knowledge of and influence with those in-
dividuals and organizations who give money. Special expertise related to
foundation projects is also sought for board members, such as engineer-
ing, land development, and finance. The foundation board is also a
place where former regents can continue to be active in the university.
Each year the entire board is up for re-election.

2. Officers
a. Chairman
b. President
¢. Vice President
d. Secretary
e. Treasurer
Each shall be elected by the Board of Directors. Such other officers as
may be deemed necessary may be elected or appointed by the Board of
Directors. {The President of the_Foundation shall be electied from the
Ceniral Adminisiration of the University.)
3. Committees
No standing commitiees are provided for in the bylaws or articies of in-
corporation, except for an Executive Committee {consisting of the of-
ficers and/or Directors of the Corporation).
The foundation board currently has four other commitises: Finance;
Building; Development Review; and Schoultise Property Development.
When Formed

On November 23, 1970, the Northern Kentucky State Coliege Research and
Development Foundation was established uader Kentucky Revised Statutes
as a domestic non-stock, non-profit corporation. On July 1, 1970, this Foun-
daticn was incorporated. The Foundation’s name was later changed 1o ihe
Northern Kentucky State College Foundation, Inc., on February 16, 1972,
and on May 10, 1977 to the Northern Kentucky University Foundation, Inc.

Scope of Activity (as stated in Articles of Incorporation)

s

LA
.

io empioy any personnel . . .
to provide for membership . . .

to purchase, lease, receive, own, and tc sell, lease, donate, and convey
real and personal property of all k'ads . .

to borrow money and give its notes or other obligations therefor and to
secure payment therefor by pledging, assigning, or mortgaging any pro-
perty it may own or revenue it may reasonably anticipate . . .

to receive any donation(s) in the making of which the donor may direct
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the purposes and uses for which said donation shall be applied. Then in
that event, such donation shall be kept separate from the general fund of
the Corporation and the same shall be applied as directed by the donor,
provided said purpose does not conflict with the purposes of the Cor-
poration . . .

6. to provide, with or without fee, administrative services necessary or
desirable for implementation of privately or publicly derived educational
support funds, grant awards, grants-in-aid, or agreements made to or
with students, faculty, staff, alumni, or other appropriate individuals or
organizations . . .

7. to make loans or grants through the University to students or faculty for
educational purposes . .

8. to enter into contracts with private and public entities for the purpose of
conducting research, demonstrations, and developmental programs ap-
propriate to the objectives of Northern Kentucky University, or its suc-
cessor, and to provide such fiscal and administrative services as are re-
quired under said contracts . . .

9. to make grants in support of research and developmental programs or
projects, for any part or all of the total cost . . .

i0. to estabiish and negotiate agreements applicable to the Corporation’s
proprietary rights in copyrights and in patents resulting from is sup-
ported undertakings, and to receive as income, rovalties from such
copyrights and patents . . .

1i. to do any or all other lawful acts reasonably necessary to carry out the
purposes of the Corperation . . .

Current Projects and Activities

As the University’s fund-raising agency, the Foundation solicits, records, ad-
ministers, and acknowledges gifts in support of Northern Kentucky Univeisi-
ty, and is planning (¢ develop a 70-acre Foundation-owned area of land sdja-
cent tc the campus with donated funds and a 82 % mortgage secured by the
fand. The renial income from this development is designed tc serve as the
basis for a University endowment.

The first major business under development on the land is 2 national research
and development facility for the Kroger Company. The Kroger Education
Center, which is planned as an adjunct to the research and development
facility, will require the addition of a quality motel for which letiers have
been sent to interested motel developers and chains,

Negotiations are also underway for business and banking developments.

Other plans for property development include an office building for state and

county government, shopping facilities, and a muiti-family residential
building. Between 600 and 1,000 persons are expected to be employed by

goq—residential developmental uses on the property, according to the Foun-
ation.

Other current projects include (1) financial aid to students in the form of
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scholarships, fellowships, and loan funds; (2) development and recognition
of outstanding faculty (including a $1,000 check presented to an outstanding
faculty member each May; (3) presentation of a distinguished public service
award to a northern Kentucky citizen (gold medallion, name on plaque, and
lapel pin or pendant; (4) general enrichment; (5) support for the Provost’s
academic fund; (6) support for faculty research, leave time, course develop-
ment, additional study, and preparation in emerging fields; (7) purchase of
special collections or items deemed valuable in the pursuit of research pro-
jects or other phases of academic development; (8) provision of emergency
loan fund for students; (9) operation of athletic housing facilities; and (10)
lease of automobiles purchased by the Foundation to the University for
presidential usage.

Fund raising revenues come from gifts from donors, receipts from vending
machines (located in a 200-square-foot area on the first floor of the Louis B.
Nunn Building, leased by the foundation from the University for $200 per
year since 1976), fund raising projects, including those sponsored by the
Alumni Association and the Gold Club.

Staffing

No administrative staff is provided for in the Foundation’s articles or bylaws,
except that officers may be compensated for the performance of their duties
for and on behalf of the corporation, as determined by the Board.

The Foundation’s staff inciudes the Foundation President (a University
emplqyee who spends one-third of his time on Foundation work) and the
pari-time assistance of four University-employed assistants. Three other in-

“dividuals work with Alumni Affairs and four of the University’s financial af-

fairs employees aiso help with the foundation. Staff are University employees
and are paid by the University.

FLOW OF FUNDS

A. Revenues

1. Sources of Revenues (see attached chart)
a. gifts and contributions

b. vending machine commissions {located on property leased from the
University)

z. interest earned on investments
G. rental income (athletic houses)

¢. fund-raising activities

]

Receipts and Purpose of the Foundation

Receipts are closely tied to the purpose of the foundation.

3. Policy on Gift Acceptance

Nearly all private money or in-kind contributions are a result of solicita-
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tions by the foundation and thus are received by the foundation. Rarely
is an unsolicited gift given to the university proper. When this happens
the university will accept gifts.

On one recent occasion, the foundation turned down an in-kind gift of a
building in Newport, Kentucky, because of the expense involved in
maintaining, renovating, and protecting the facility.

If a gift is given for a specific reason or purpose the foundation will
generally accept it (if it is a monetary gift), and then invest it. A joint
meeting will be set up with the foundation president, the donor and the
university person who would be overseeing the implementation of the
gift’s designated purpose to discuss how it will be used, or if it can be us-
ed for said purpose. If the gift can be used for a designated purpose,
then whatever monitoring or reporting requirements the donor would
like are set up. If the gift cannot be used for its designated purpose, the
donor will be asked if he wants his initial donation back and/or the in-
terest it has earned since being deposited with the foundation. Generally,
donors permit the foundation to keep the gift.

The NKU’s Bursar’s Office and the comptroller manage and deposit all
foundation monies. Receipts are made by the foundation staff.

Identity of Funds

All restricied funds are maintained in separate accounts and are iden-
tifiabie by their source.

Auxiliary Operations

The foundation operates vending machines and rental property for use
by the University.

2. Application of Revenues Over Expenditures

Most revenues are used to purchase the land (mortgage payable).
Other expenses paid by the Foundation include awards, printing, in-
surance, legal cosis, interest, college guests, scholarships, and a car.

. Sourcesof Assets and Personnel

land (purchased by Foundation)
building {(purchased by Foundation)
car (purchased by Foundation)
personnel (University employees)
administration (University employees)

B. Disbursements

1.

Acquisition of Capital Items (Purpose)

a. Development of 70-acre high technology research and commercial
park. The rental income from this park will be the basis of a univer-
sity endowment.

b. Car leased to university president (to make money and provide a
service}.
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6.

Operation Expenses (Foundation Administration)

The only operational expenses listed in the audit for the administration
of the foundation are for printing, legal fees, insurance, audit fees and
lravel, All other administrative expenses, such as personnel, are paid for
by the university.

Operation Expenses (Foundation Source)

The sources of funds for printing, insurance, legal fees, audit fees, and
travel are mixed in the NKU Foundation’s Unrestricted Fund. The
sources are a combination of interest, contributions, rental income, and
vending machine income.

Operation Expenses (Auxiliary Operations)

The scurce of funds (interest, contributions, rental income, and vending
income; for auxiliary operations is the NKU Foundation’s Unrestricted
Fund. The current NKU Foundation auxiliary operation expenses in-
clue: ieased space for vending machines, maintenance of rental property,
and limited adminisirative expenses for the 70-acre property develop-
ment.

Expenditures Not Permiited by Imprest Authority

Travel advances to faculty and staff.

Expenditures Falling Under the Model Procurement Code or Personal
Services Contracts

Nearly all NKU Fcundation expenditures are the types addressed by
either the Model Procurement Code or Personal Services Contract
staiuies, but as a private corporation the foundation is not required to
adhere to Chapters 45 and 45A of the Kentucky Revised Statutes.

The current NKU Foundation policy on expenditures is presented below:

The responsibiiity for approving expenditures from the Foundation’s
approved operating budget is as follows: President of the Foundation or
Secretary-Treasurer of the Foundation, up to $500; President of the
Foundation, over $500.

The Board of Directors may authorize any officer to enter into any con-
tract or execute and deliver any instrument in the name of and on behalf
of the Corporation.

Mo lozans shall be contracted on behalf of the Corporation gnd no
evidences of indebtedness shall be issued in its name unless authorized by
2 resociution of the Board of Directors.

All checks, drafts, or other orders for the payment of money, notes, or
other evidences of indebtedness issued in the name of the Corporation
shiall be signed by at ieast one (1) officer of the Corporation, that being
either the President, Secretary or Treasurer.
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Investment Policy

The Foundation’s Finance Committee makes investments. Most of the
investments have been in land and a house ($473,547) with the rest in
U.S. government securities ($91,892), CD’s in various northern Ken-
tucky banks ($69,263), money market certificates ($10,000), and
marketable securities ($1,524). The investment policy is to obtain the
maximum yield possible on investments that are safe and will be used for
foundation’s goal of supporting NKU.

. Policy on Loans and Scholarships

The university director of grants and work/study handles the
disbursements for student loans and scholarships. The university Pro-
vost handles all disbursements for academic purposes (faculty, research,
etc.j

Compensation of Foundation Staff

The NKU Foundation does not compensate any employees. All staff are
paid by the university, Each university employee who performs work for
the foundation does other university work as well, such as teaching or
other administrative duties.

Policy on Indirect Cost

The NKU Foundation has no indirect cost policy. The NKU Foundation
does not presently receive research grants.

Transiers

1.

Direct Payments o the University
Rent for vending machine space and maintenance on athletic houses.
Receipts from University

Rental income: car for use by the University President {$330 per month
paid to the NKU Foundation).

Form of Transfers

Mazaintenance on the athletic houses is paid pursuant to a contract. Travel
advances to facuity and staff are simple disbursements.

Reporting

Detaiied monitoring of NKU Foundation expenditures and receipts is con-
ducted by the NKU Business Services Division, the NKU Foundation Presi-
dent, and the firm which c¢onducts annual audits. The audits are public and
are available to the Council on Higher Education and other state agencies.

Budgets are made annually by the Foundation’s Finance and Executive Com-
mittees and presented to the full Foundation Board of Directors for ap-
proval.
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Financial Summary

Total Revenues for FY 81 $253,277
Total Expenditures for FY 81 49,425%
Total Fund Balance for FY 81 199,728
Totai Disbursements to University 4,125

*Excluding disbursements to the University.

NORTHERN KENTUCKY UNIVERSITY ALUMNI ASSOCIATION

NCTE: This Association is currently in the process of revising their constitution and for
the first time, drafting a set of bylaws.

PURPOSE (stated)

The purpose of the Association shall be to refiect Alumni opinion to serve as a channel of
cnmmumc.ﬁ.,am petween Northern Kentucky University and its graduates and to promote
the welfare of Northern Kentucky University, and bring together for a lifetime association,

graduates of the University, same to be centered around the activities of the University.

BOARD STRUCTURE

Northern Kentuc Um’vers?ty does have iimited control of the Alumni Association
through its Dir _Lm of Alumni Affairs {who sits on the Alumni COuncﬂ) and the staff it
provides for the Association. The governing body of the Assoc:atlon is ithe Alumni Coun-
cil. Only active members of the Association may hoid membership in the Council. Selection
of Alumnt Council members is made by majority of active alumni voting. Nominations to
the Alumni Council are submitted in writing to the Nominating Committee between August
30 and September 30 each year.

A. Offices
Offices of the Association include the following:
Erasident
Z. Z2xecutive Vice President
%, Vice President of Financial Affairs {(works ciosely with the Alumni Office
concerning banking responsibilities and oversees the collection and disburse-
ment of monies)
4, Bxecuiive Secretary
Election of officers is accompiished by plurality vote of Alumni Council members
at the iirst meeting following installation. Ex-officio members of the Alumni
Council include the Alumni Director of Northern Kentucky University, an assis-
tant Alumai Director of Northern Kentucky University, the Student Government
Presicent and the Senior Class President. The Alumni Director has voting
priviieges; other ex-officio members do not.

Council memberships include nine generally elected council members and all
councii members serve for three-year terms.

The A?.ur.-_':ni Diirector and other members of the staff of Alumni Relations are, as
requirec in KRS 164.360(1), (2), appointed by the President and approved by the
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Board of Regents of Northern Kentucky University, with due consideration given
to the recommendations of the Alumni Council.

Membership

Active members of the Association are those graduates who have received
diplomas from Northern Kentucky University, as well as those who have attended
the University for a minimum of one full academic year and are not presently
Northern undergraduate students. First year’s membership in the Association
shall be free to all graduates who have received diplomas from Northern Kentucky
University. Annual membership fee shall be $2 for single membership. Annual
membership fee for associate members shall be twice that of active members.
Associate members of the Association are those individuals who do not qualify as
per Article 11, Section i, but are interested in associating themselves with the active
ziumni in their support of the University.

Committees

The only standing committee is the three- to seven-member Nominating Commit-
tee. Other committees may be formed by a majority vote of the Alumni Council.

W'HEN FORMED
;e Northern Kentucky University Alumni Association was formed in 1972.

T
“OPE OF ACTIVI
S(O B VIiTY

€
L

General membership meeting (held annually)
2. Alumni Council meetings (heid quarterly on the call of the President)
3. Fund raising
4, Awards

S,;?AF’EINC&

T.ql.ree Nortaern Kentucky University employees assist the Alumni Association by perform-
ET:E'; staff functions. The Alumni Association has no paid staff.

FINANCEAL INFORMATION

e Alumni Association’s monies are accounted for in the University’s Agency Funds and
% Foundation’s Restricted Fund. Association dues are accounted for in the Agency Ac-
“iynt, whereas Alumni gifts, contributions and money-making events are handled through
fgie Foundation.

o ily ihe Association ducs account is fisted below. The audit of Alumni monices is included
;q’the University’s Annual Audit Report.

i_;,‘.‘sr.:a,i Year Ended June 30, 1981

Balance Forward $3,985.65
Receipts 4,359.50
Disbursements 7,405.94
Ending Balance $ 939.21
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UNIVERSITY OF KENTUCKY RESEARCH FOUNDATION, INC.
PURPOSE

To promote all educational purposes, scientific and literary, by:
® initiating, aiding scientific research;
®  fraining persons for conduct of research;
®  furnishing means by whicl such investigation may be conducted; and

® assisting in dissemination of knowledge by maintaining professorships,
feliowships, scholarships, and pubiications.

BOARD STRUCTURE

The Board is controlied by the University, The Board of Directors is made up of 9-12
members: President of the University, Vice Eﬁ:s dr:rr for Academic Affairs, Vice President
for Business Affairs, Vice President of the Medical Center, and the Dean of the Graduate
School. Others are elected 1o serve three years. Three members shall be members of the
Board of Trustees of the University. Nine members shall be members of the staff of the
University. All members not ex-officio are appointed by the Board of Trustees of the
University.

An Execitive Direcior of t'r‘ Foundation wiil oe on the Board. All appeintees are ap-
poinied by the Board of Trusices, upon recommendssion of the President.

WHEN FORMELD

The foundation was created in 1945,
SCOPE OF ACTIVIT

Administration is handled through the Office of Sponsorad Projects Administration, the
dnrecmr of which is a University of Kentucky empioyee. T “a? --sfecmr is also director of the

UKRF, but is paid through the Unive: s".*,y. : urses the University for the
acE‘uaB’ fuil budget for the aaﬁ;ﬁ:ﬂu;‘&?w Ao This administrator provides
techiical assistance in g t in putt rant appiications in the cor-
rect format and helps in 4 __._,imr.sg mﬁ correct *rhrust’” Dphcatmn language.

Further, the office must coordinate the use of university resources that are obligated to pro-
posed research projects, cither in terms “».. required mat hiﬂg resources, simple indirect

cosis, or reallocation of resources to execute the project should it be awarded.

Primarily, UKRF is an accounting entity to mainiain 2 focal point for contracted research,
although staff does offer technical assistance services for the development, application and
administration of contracts and grants,

STAFFING

The UKRF has no staff of its own. [f uses the siaff of the Office of Sponsored Project Ad-
ministraiion, for which the UKRF reimburses the University from indirect costs generated
by UKRF and coliected from research grants and coniracts,

FLOW OF FUNDS



Revenues

Receipts come from five primary sources:

FY 1981
Federal research contract and grants $20.5m
State research contract and grants $11.3m
Private research contract and grants ($2,238)
Endowments, gifts (old or specifically designated) $.455m
Interest income $.441m
Other $.191Im

Contracts for research are awarded either directly to the University or to UKRF.
If contracts are awarded directly to the University, the contract funds go into a
restricted account and are used (as is, of course, required by the grantor) onlv for
the terms of the zontraci.

Often contractors require that the contract be with the research foundation: some
require the coniract to be with the University. Generally, research is contracted
with UKRF, uniess the grantor specifies otherwise. All funds currently going io
UKRF are spoasored research contracts. Previously, some gifis were heid in
UKRF and those will continue to stay there.

Donations specificaily qdesignated (o go io UKRF stiil are 30 ailocsied. bui
generaily, dona‘ions and gifis go to the University for use as required.

All acconnting for the foundation is done by the office of the compiroller, where
accounting is do - entire University and all its functions and departments.
Accountin ling 10 the American Institute of Certified Public Ac-
countanis ide for Colleges and Universities.

Gifts

Before gifts are accepied, they must be approved by the Board of Direciors. No
gift shall be aop which shall require payment of an annuity or other charge

from the fung which way exceed the amount or agreed value so recaives and the
income thervent,

Disbursements

Disbursemenis musy . 3
of the University, primarily salaries, expenses, and indirect cosis to the 1niversi-
iy.

[

DE mage according fo the terms of the contract and policies

s

Salaries. Cranis vsuzlly suppiant professors’ salaries to the degree that they
are ailocaiing lime to fulfilling the contract rather than teaching. The grant

does niow ‘acresse saiaries; however. it can be a source of summer salary if

that projessor does 2ot ieach in the summer. Granis provide additional
resourees {or a professer’s use {e.g. , squipment or research assistanis). Con-
sequentiy, tae proceeds of grants de not actvally replace state funding for
teaching surposes.

ted the University are permitted the Foundation as long as it is consisient with
it

4

Expenses. The same terms of disbursement for expenditures that are permit-
nivact, However, since the funds remain at the 1 niversity

each pariicular o«
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or the Foundation or are spent on a letter of credit basis, expenditures do not
process through the state’s disbursement system. Generally, purchases are ac-
tually made through the purchasing system used by the entire University.
Departments are delegated small purchase authority out of their particular
contract. Expenditures beyond that authorization must be reviewed and ap-
proved by the Board of Directors.

Indirect costs are determined on the basis of a budget prepared each year for
the operation of UJKRF and the general support provided by the University in
the form of support personnel and general overhead costs involved in using
University facilities for research. That amount was approximately $3 million
in both FY 80 and FY 81. Those funds are transferred through accounting en-
try from UKRF to the University rather than by contract.

The Investment Committee of the Board of Trustees of the University serves
as the investment commitiee for the University of Kentucky Research Foun-
dation. All endowment funds are therefore invesied together in one pool, yet
each fund’s part of the pool is accounted for separately.

Endowment funds that were in UKRF grior (o twe years ago remain in
UKRF, as do tnose endowments specifically designated to be placed in the
UKRF. The valuz of the endowments as of June 30, 1981, vaiued as of the
dates of the various gifts, 12 §1,043.73 1,

Current fu"mi:- a}f ihe
porarily idie z
ment pr ﬁgran_g 23
funds are accountad o

ff_:«um-as;ie:r;e that is grant and contract 'eceipts tem-
frg £33 invested in fhe overnight invest-
il %anas of the University as 3 whote. Of course,

P e,
SRDAr :v.s_.s.;,f ‘

Earnings from (s (otal gvernight investmen! program scorue to the Universi-
ty’s general fund.

rey

Ao e
}

¢ is unusual for the cash flow paitern of JKRF io aliow investments of a six-
o twelve-month verio .a'._ Conseg Je.n..ﬁvy .r-rt izlly ali UKRYF funds are invested
in the endowment fung or :he overmight investment program. However, if
cash flows did er mi tterm invesiment, again, those funds of UKRF
wouid be invesied 210 itk those of the q.ﬁi\?ﬁfsit‘j? as 2 whoke.

REPORTING

{

>

Ext
w1

Gr‘ 1) i"}

An annual audit is prepared oy 2n independent certified public accountant firm. The
reports are presented to the Board 5f Trustees, to the Council on Higher Education, and
the Office for Policy and Management within the Finance and Adminisiration Cabinet.

FY 81
Receipts $33 miilion
Expenditures $£32.5 million
Fund Balances:
Accounts receiveis and cash {unresiricisd} $1,717,47%
Restricted funds £.439 305
Endowment funds 1,043,731
Investment in plani 2,487,144
Transfer to University $2 million
Major property holdings Main Chance Farm

Spindletop Farm
ftagaarch Faciiities



UNIVERSITY OF KENTUCKY ATHLETIC ASSOCIATION, INC.
PURPOSE

To promote athletics and physical culture.

BOARD STRUCTURE

The Board of Directors is an interlocking Board consisting of the President of the Universi-
ty of Kentucky, the Vice President for Administration of the University of Kentucky, the
Vice President for Student Affairs for the University of Kentucky, the Vice President for
University Relaticns of the University of Kentucky, the Faculty Chairman of Athletics, the
President of the K-Mea’s Association, and the Vice President for Business Affairs of the
University of Kentucky, ex-0fficio; and fifteen appointive members to be appointed by the
President, two of whom shail be members of the Board of Trustees of the University of
Kentucky, seven of whom si:all be members of the University of Kentucky faculty; two of
whom shall be at-large members, and two of whom shall be full-time members of the
University of Keniveky student body, appointed by the president for terms of one vear
each.

WHEN FORMEL
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Investment of gifts is managed through the comptroller of the University’s office and is not
managed by the association itself.

Expenditures for football were $3.1 million in FY 81, and for basketball $1.2 million, with
other sports expending $890,000. Administrative expenses totaled almost $670,000. In
total, revenues exceeded expenditures by slightly more than $1.5 million. That amount was
reserved for the plant fund to be used for future construction.

FY 81
Total receipts $7.6 million
Total expenditures $6.0 million
Fund balances:
Accounts receivable and cash (unrestricted) $492,104
Investment in plant $2,457,218
Disbursements to University $1.5 million

UNIVERSITY OF KENTUCKY BUSINESS PARTNERSHIP FOUNDATION, INC.
PURPOSE
To soiicit and recetve gifts for the benefii of the Coliege of Business and Economics.
BOARD STRUCTURE

The Board of Directors consists of 26 members: 20 are businessmen and women from the
public; 2 are members of the University Board of Trustees; and the President of the Univer-
sity; Vice President of Academic Affairs; Vice President for University Relations; and
Dean of the College of Business and Economics. Appointments are made by the President
of the University upon recommendation of the Dean of the College of Business and
Economics with approval of Board of Trustees.

WHEN FORMED
August 31, 1981,
SCOPE OF ACTIVITY

To corect funds in support of the programs of the College of Business. The University acts
as fiscai agent for the Foundation.

Mo funds have been collected as of FY 81. The University orovides budgeting and accoun-
iing services without reimbursement from the Foundation

UNIVERSITY OF KENTUCKY ALUMNI ASSOCIATION, INC.
PURPOSE

Promote interests of the University of Kentucky, fosier loyalty and interest among alumni.
BOARD STRUCTURE

President, Vice President, Secretary, Treasurer. President and Vice President are elected by
general membership. Other officers are appointed by the President. The Executive Com-
mittee is composed of 13 members, 6 of which are appointed by the President. Presidents of
all alumni clubs are ex-officic members of the Executive Committee. The University does
nct control the Board.



WHEN FORMED
1933.
SCOPE OF ACTIVITY

Activities include procuring funds, selling and owning property, publishing magazines, ac-
quiring property by gift, and organizing alumni clubs.

STAFFING
Payroll for FY 81 was $170,562.
REVENUES

Revenues of $564,000 are generated from membership dues, alumni projects, gifts and
university contributions. University contributions include the use of the university-owned
Helen G. King Alumni House, which was built with funds raised by the Alumni Associa-
tion. (Both the university alumni relations staff and the Alumni Association use this
building.} The University pays for insurance on the buiiding.

DISBURSEMENTS

Expenditures of $477,000 in FY 81 were made primarily for the operation of the Associa-
ticn, $120,00C of which was paid by the University directiy to university staff working in
the area of alureni refations. Scholarships of $3,700 were awarded (32,851 net) in FY 81.

Fund balances increased by $86,709 in FY 81 ($147,938 in FY 80). The Awards and
Scholarship Fund had 2 balance of $36,955 in FY 81, an increase of $5,216. Other fund
batances that increased in FY 81 are the Life Membership Fund (388,751 increase), Future
Operations (§5,78%) and Special Project (§10,860). The Century Fund decreased by 38,850,
and the Student Activities Fund decreased by §14,877.

Funds are held srimarily in certificates of deposit (3189,450) and other investments made
shrough an investmens §

t firmn {$689,355).
TRANSFERS

: correctly shows a transfer of funds to the Alumni Association. In
fact, that 3115373 is salaries for university staff working in alumni relations. The funds re-
main with the University. Utilities and insurance of the Alumni House are paid by the
University.

REFORTING

Annnal private audits 2:¢ prepared and provided to the University.

Total receipts in FY 81 $564,020
Total expenditures in FY 81 $477.311
“upnd balances:
i ash funrestricted) $ 26,074
LCash (restricted) $860,212
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McDOWELL CANCER NETWORK, INC.
PURPOSE

The purpose is to participate with the University of Kentucky in the planning and im-
plementing of a cancer center education program and a cancer control program pursuant to
two grants from the National Cancer Institute of the National Institute of Health. The pro-

grams are to foster research into causes, prevention, detection, diagnosis and treatment for
cancer,

The University of Kentucky serves as fiscal agent for the corporation.

BOARD STRUCTURE

The Board of Directors is appointed by the President of the University with the approval of
the Board of Trustees. One-third of the Directors are full-time faculty members of the
University, including the Vice President of the Medical Center, the Chairman of the Com-
mittee on Cancer of the Medical Center, and the Dean of the School of Medicine. Two of
the Directors are the Fayette County Judge and the Commissioner of the Bureau of Health
Services.
WHEN FORMED
1975
SCOPE OF ACTIVITY
The foundation performs education and research relating to cancer treatment.
The foundatiion administrative staffing function is provided by the University.
REVENUES AND DISBURSEMENTS
All financial activities are handled through the University accounts.

HEALTH CARE COLLECTION SERVICE, INC.
PURPOSE

The service provides a collection medium for delinquent hospital billings without using the
name of the university.

BOARD STRUCTURE

'E.'hg Board of Directors is made up of five members appointed by the President of the
University and all appointees must be employees of the University. Therefore, the Board is
controlled by the University.

WHEN FORMED

November, 1973.



SCOPE OF ACTIVITY

The Health Care Collection Service collects delinquent bills of University Hospital. During
the year the service keeps forty percent of all bills collected for its own operation expenses,
and sixty percent is returned to the University. At the end of the fiscal year all revenues to
the service in excess of that needed to operate the service are returned to the University. In

FY 81 approximately 37 percent of collections were used for operation and 63 percent were
returned to the University.

A separate collection corporation was formed because it was believed if fees were collected
under a name other than that of the University, collection rates would improve.

STAFFING

The staff consists of fifteen people, six of whom are actual coilectors. Staff is paid out of
the 37 percent of collections.

REVENUE

All revenues are collections from overdue accounts receivable of the University Hospital.
Physicians’ private fees are noi coliected through this ineans,

menis are made for operational expenses, inciuding office space rental. The other
isourserment is the transfer of funds collected to the University.

Receipis $754,638
Expenditures 3754,638
Fund Balance ]

Disbursement 1o University $473,115

FUND FOR ADVANCEMENT OF EDUCATION AND RESEARCH
iN THE UNIVERSITY OF KENTUCKY MEDICAL CENTER, INC.

FURPOSE

53 .
EBE

ueational, research, and charitable purposes of the University of Ken
s primary function is to coliect professional fees 2nd gifts for the

b 4

it does not offer a means by which physicians may retain private practice income while us-
ing university facilities, Only university salaries and supplements through the university are
paia.

o

President of the University, Vice President for the Medical Center of the University of Ken-
tucky, Chairman of the Executive Committee of the Board of Trustees of UK, and two
members appeinied by ihe Hoard of Trustees of UK. The Board, therefore, is conirolled by
the University.

&

o

WHEN FORMED

MNovember, 1939,
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SCOPE OF ACTIVITY

The Fund is an account entity managed and operated by the Treasurer (comptroller) of the
University of Kentucky. The account records collections of professional fees primarily for
dental and student health services. Some fees for medical services are still collected through
the Fund, but most of that component is handled through the Kentucky Medical Services

Foundation. The Fund also receives gifts and appropriations from KMSF for academic
enrichment and for the purchase of malpractice insurance.

The Fund, then, supports instruction in medicine and dentistry. It provides public services
in the areas of medicine and dentistry. It supports basic research and administrative and in-
stitutional support services for the University Hospital.

In FY 81, a grant to the University was provided ($1,290,678) by the Fund and was used
primarily for physician and dentist salaries and salary supplements.

STAFFING

The Fund does not have its own staff. Funds are handled by the University at no specific
cost to the Foundation {although all expenditures are for the benefi: of the University).
REVEN{IES

sources of revenues include professional fess, gifts, endowment income and transfers from

the Kentucky Medical Services Foundation. Gifts are received oniy when accepied by the
Board of Trustees of the University.

DISBURSEMENTS

Zxpenditures are made for primarily iwo purposes: the support of the operation and
teaching programs of the Medical Center and an unrsstricied grani to the University’s
general fund. There are no expenditures to operate the foundation itself. However, expen-
ditures to generate the income are, of course, made. Administrative costs for coliection and
billings were $75,749 in FY 81, Small scholarships are made from the fund ($1,350 in FY
81). Investments are handled, again, through the comptrolier of the University.

Transfers of funds (o the University are not made pursuant to a contract.
REPORTING

Annual audits of the Fund Account are conducted and reported to the Board of Trustees,
Councii on Higher Education, and Office for Policy and Management,

Total FY 81 Receipts $2.7 militon
Total FY 81 Disbursements $2.7 million
Fund Balances
Cash & Accounts Receivabie (Unrestricted) $4,771,327
{Restricted) $ 955,463
Endowment Funds $ 52,369
Transfer to University $1.3 million

KENTUCKY MEDICAL SERVICES FOUNDATION, INC.

PURPOSE
{1} 1o atiract and retain guality staff o teach, conduct research and provide patient

:rough tne provision of reasonabie and competitive levels of compensation;

Lol =
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(2) To improve patient care through the provision of incentives; and

(3) To provide support within available resources to enable the College of Medicine
to accomplish its educational, service and research goals. KMSF is actually a vehi-
cle by which physicians (dentists are not currently in this plan) may augment their
salaries based on their own productivity at no expense to the university. The plan
is required of and available only to UK College of Medicine physicians,

BOARD STRUCTURE

The Board is rot directly controlled by the university. However, the Board is made up of
university employees. The Board has ten members consisting of (1) the Dean of the College
of Medicine of the University of Kentucky, ex-officio; (2) the Chairman of the Department
of Medicine, Surgery, OB-GYN, and Pediatrics of the Coliege of Medicine, ex-officio; (3) a
member of the hospital-based faculty; (4) 2 member of the medical services faculty; (5) &
member of ihie surgical sevvices faculty; (6) one of the chairmen of the hospital-based

9%,

i
departments; and {7 one of the chairmen of the gepartments not represenied above,

There are four additional advisory directors: Vice President of the viedical ter,
Associate Dean of Clinical Affairs, Director of Hospital Administration, and the Director
of Finance of the Collage of Madicine.

WHEN FORMED
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the University of Kentucky Medical Center five percent (now three percent) of clinical in-
come for an academic enrichment fund ($898,736 in FY 81). The Foundation will hold in an
account of its own, five percent (now seven percent) of clinical income, again to be used for
academic enrichment.

STAFFING

The Foundation employs an executive director and clerical staff. Office space is not provid-
ed by the University. The Foundation currently has a staff of approximately seventy peo-
ple.

OTHER

The University retains control over hiring of University physicians, use of facilities and
medical records. The Foundation hires its own administrative staff. The Foundation agrees
that the University may inspect the books of the Foundation and may audit the Founda-
tion’s books. The Foundation provides firancial information to the University quarterly
and annually.

REVENUES

Al revenue is generated from clinical income and interest income from temporary in-
vestments.,

]

JISBURSEMENTS

Disbursements are made for operating expenses ($1.7 million in FY 81), physician sup-
piemental salaries and fringe benefits (§7.4 million), and other expenses. A significant por-
iion of the income returns either directly or indirectly for the benefit of the Medical Center.
KMSF pays to the University income to be used to pay (1) non-medical staff (technicians,
etc.—51.35 million); (2) expenses incurred io generate clinical income ($1.5 mallion); and
{3) payment io the Dean’s academic enrichment fund (3.9 million). Indirectly, the Universi-
ty benefits from funds used to develop programs and equipment at the Medical Center.
KMSF collects another sum to be used for the Dean’s academic enrichment fund {equal to
the direct payment $.9 million in FY 81). In addition, a sum of $3.3 million was used by
KMSE i develop and supplement Medical Center programs among the various depart-
meniz

TRANSFER OF FUNDS

The payments by KMSF to the University, the use of University facilities and services are
provided per coniraciual agreemeiit.

REPORTING

Reporis are prepared annually and transmiited io the University of Keniucky Board of
Trustees.

FY 81 Receipts $19,398,884
=Y 81 Disbursements 18,442,152
Y 81 Fund Balances
Board designated (Unrestricted) 1,202,379
Investment in plant 198,672
Disbursements to University
Direct 3,942,051
Indirect 3,600,592

&/



SPINDLETOP HALL, INC.
PURPOSE

The purpose of Spindletop Hall, Inc., is to foster closer relationship among the faculty,

staff and alumni of the University of Kentucky through an organized program of educa-
tional, social and recreational activities.

GOVERNING STRUCTURE

The corporation is governed by a Board of Directors selected from the membership and
composed of sevanteen members. Sixteen of the members are elected from the membership

by the members. The sevenieenth member is the President of the University, but he is a
non-voting member of the Board.

The members of the Beoard are in equal numbers as nearly as possible representative of
alumni, and faculty-staff of the university.

Members are zlumni in gosd standing, faculty and staff of the universiy,
The afficers of the Bogrd, Prasident, Vice-President, secretary snd trassure: are slected by

thie board members,

WHEN FORMED

SCOPE OF ACTIVIEY

Soindletop Hall is located

i 'S i 31 52 acres of land that is owned by the Universisy of Keatucks
Research Foundztion. Suindietop Hall, Inc. leases the property from UKRF for
maintenance and insurance costs, The club wholly operates and maintains the property.
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is one goilar per year.

Is.
tis ©
St. Agnes Houss, ing
Lesington (o
Center. The faci

iniversity of

 Student Agencies, Inc.—(1982)—Student operated business io give
siudenis part. :

help mest college expenses. Ultimately, it will employ 500

siydenis in g i homs 2. pubiishing, advertising, sales, instruction, office sarvices
' ¥ % = ]
and catering. Plans are io receive commitments of $75.000.

University of Xentvcky Uredit Unioa, Inc.—The purpose as stated in the Articles of in-
corporation is to provide credit union services pursuant to KRS Chapter 10 for University
of Kentucky and affiliared corporations’ faculty and staff. The board is made up of
members of the credit unicn. Members are depositors or shareholders. Iz is not controlied
by the University. Credit inion was formed in August, 1963. The credit union srovides the



normal credit union activities exclusively for the University personnel. In addition, the
credit union provides information services for university visitors in lieu of office space pro-
viged by the University. This arrangement is pursuant to a memorandum of understanding
between the credit union and the University.

The Kernel Pr»ss, Inc.—Purpose is to provide a practical educational opportunity for
studenis and 0 provide a daily newspaper for and about the University community. The
Board is made up of thirteen members. it is self-perpetuating and members are selected
from among journalism students. The organization was formed in 1971. The Kernel is a
daily newspaper provided free of charge to the University community. The University pro-
vides space for production and delivery of the paper. Printing is contracted with a private
firm by the corperation. Students provide the staff for the production of the paper. Kernel
funds are handled by the Kernel Press, Inc. The terms of operation between the University
and the Kernel are documented in the form of a memorandum of understanding.

Ephraim McDowell Cancer Research Foundation—This is a separate charity which is not
subject to University of Kentucky control. Its purpose is to raise funds for the construction
of a2 ca cer zssa;,,rch faciiity. Tne foundation receives no assistance from the university
other then nermission 10 post fund-raising signs on campus and tc solicit donations on

nwefs ity property. Articles of Incorporation are not on file in the Secretary of State’s of-

Uuu

Tobaces ,& esea institute and Tobacco Research Trust Fund—The Tobacco Research

Trust ru._“ is ngt fa se,,ara.e corporation. It was established pursuant to KRS 248.540. The
Tobacco Resezrcha Trusi Fund was created by the General Assembly in 1970 (KRS 248.510-
248,570} anc 1ts funds are appropriated {o the Umvers;ty of Kentucky T obacco and Health

Research ute, an integrai operating unit of the University of Kentucky. Pursuant to
statute, the Trust Fund supports the research program of the University of Kentucky’s
foba ¢e and Heaith Research Institute. The Tobacco Research Board submits an annual
report by Jznuary 30 o the Legisiative Research Commission as required by KRS 248.520.

The funas appropriated for tobacco research are audited as part of the annual audit of the
J*nv“rszty of Kentucky. The University of Kentucky Board of Trustees approves the an-
nuaj 31‘5’1‘;\“, af tne Tobacco and Health Research Institute, thereby authorizing expen-
dic fures cons: ith that proposal and with University of Kentucky and Commonwealth
policy. The T *hstﬂm has directed that the sxternal auditors who have performed
annual audiis will ve asked to peform a separaie audit of this unit as part of ali future audit
contracts.

Fund 3ziance FY 81 (Trust Fund) $2.4 millicn
UNIVERSITY OF LOUISVILLE FOUNDATION, INC.
PURPOSE

Thae University o7 Louisvilie Foundation, inc., is a separate corporation organized for. the
purpose of proweting the education, scientific, literary and cultural interests of the Univer-
sity.

BOARD CF DIRECTORS
The memoership of the Board consists of the Trustees of the University of Louisville plus a

representative Trom the University’s Board of Overseers, the President, the Vice President

for Adminisiraticn 2nd the Vice President for Umvemty Relations of the University of
iouisviile,
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WHEN FORMED

The Foundaticn was created in June, 1970, prior to the entry of the University of Louisville
into the State System of Higher Education.

SCOPE OF ACTIVITY

The Foundation enters into contracts and obtains grants in its own name and solicits funds
from alumni, corporations, foundations and individuals, which may be restricted by the
donor or designated by the Board of Directors for specific purposes. The Foundation also
administers the investment of its endowment and other funds.

Tranfers of funds are made to the University covering expenditures made for designated or
restricted University purposes as authorized by the Foundation.

STAFFING
The foundation employs no staff.
REVENUES

The primarv sources of funds of the Foundation are gifts, grants, contracts, bequests and
investment of income, Research and training grants and contracts are actively sought from
"eéerm, state, municipal and private sources. Efforts are made to generate gifts and be-
quests from aiumni and friends of the University and from corporations and charitable
foundzations for enhancement of University programs. In addition, certain self-supporting
auxiliary activities relating to the education and research efforts of the University are
operat ed Lhc--?“- the Foundation, such as certain continuing education programs and
speciaity clinics of the Health Sciences Center,

A very detalled system of accounts is maintained to assure expenditure of funds in ac-
cordance with ihe terms of the granting agencies and the restrictions placed on gifts by
donors and for making required reports in an accurate and timely manner.

DISBURSEMENTS

Experditures refating 1o gifts, grants and contracts are processed through the University
and funds toizing £38,015,296 were iransferred by the Foundation in 1980-81 to cover such
expenditures. 1n addition, iranfers of $3.8 million were made by the Foundation to the
University in 1980-81 for reimbursement of indirect costs relating to grants and contracts
and for direct grants for general purposes that are recorded as general revenue of the
University and transferred to the State Treasury. The only other disbursements made by the
Foundation were {6 annuitants in the amount of $31,774, in accordance with the terms of
agreemenis entered into with donors, and resiricted endowment income of $17,282
transferred to ihe loan funds. Apprommalely 25% of the total University budget of $140
millicn was provided by the Foundation.

¢ the $41 miilion) is recorded by the University as endowment investment

incoma ?.; ainnis and contracts.’” This has been interpreted by the University to be

private fu ;t.o a private source, which therefore need not be transferred to the

f“easug urther, .he University expends these funds in most cases by the same rules and

reg Li ations used [or general funds, but the private funds are not considered subject to state
regulations.

A guestion can oe raised that since not all funds going into the Foundation are private
fedz.ca ion fees, for example}, that perhaps the total transfer from the Foundation to the

90



University should not be considered private, and non-private funds (as defined by the AIC-
PA) should not be held or collected by the Foundation at all.

As private funds, the expenditures regulations of KRS Chapters 45, 45A, and the related
regulations do not apply as long as the funds remain in the Foundation.

Investment of endowment funds is managed by Trust Departments of Kentucky banks
under policies established by the Board of Directors. in general, investments are restricted
to securities traded on the major stock exchanges of the United States. investment per-
formance analysis is made periodically on each money manager by Merrill Lynch Pierce
Fenner & Smith, Inc.

All operational expenses of the Foundation are handled by the University.
TRANSFERS

Transfers are made (o ihe University by accounting entry and not by contract.
REPORTING

wcial tandpezm annually by a
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The President of the University iz chief execunive ofticer of the corporaiion. Therefore, the

university does have effective conirol of the Hospitai Foundaation.

WHEN FORMED
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the Foundation simply provided billing services for the professional component of certain
services (pathology, radiology, emergency room). In July, 1981, the management of the
hospital was transferred from the university to the University of Louisville Hospital, Inc.
The hospital land, plant, and equipment remain the property of the university, and the
university is still responsible for the liabilities related to land, buildings and equipment. In
the fall of 1982, the new hospital will be occupied and the old will be phased out.

SCOPE OF ACTIVITY

The corporation ieases the hospitai from the university at a rate apropriate to reimburse the
university for its administrative costs in accounting and payroll, That amounted to approx-
imately 81,800 per month for Y 2. At the time of the transfer, the university advanced

This 16 £0 be converied to an interesi-bearing promissory note, The

the hospital $2,200,000. Th
pavment terms ars 1ot var de
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The foundation does not have a separate staff.

Staff of Hospital

Nurses, secretaries, and other non-medical personnel are university employees.

FY 81

Total Receipts $23 miilion plus $13 million
Total Expenditures $40 million

Fund Balance _ {$5.8 miliion}

Transfer from University {$3.2 millicn)

CLINICAL SERVICE ASSCCIATION, INC.

PURPOSE

aospitai in their
i’e= ted are remii-

‘(,u \..J-h. a5 -‘..A.J

BOARD STRUCTURE

The Bozrd is ion mbers of the ten aepariment
heads ane S A 1y coniroiled by the universi-

43 the governing board.

in 1967.

SCOPE OF ACTIVITY

The Clinicai Service
epiversiiy physicia ns
s.au.\ ES}’S e ?\.’:u
empioys a firm of
association, ,Jmpar

¢ pariy payors for
La. The organiza-
) : ‘Tne corporation
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it the pooks of the association
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Hospital, zisc bilisd io: the |
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STAFFING

ﬁmveraiiy through the J of L
i 3" aaiciogy, pmna"ogy and
iransmitted to the association

The adminisirator serves as staif. Tota, adminisirative costs are subiracied {rom billings.

This staff operates in Louisville, off campus.
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REVENUES

All revenues are billings for professional services of teaching physicians and interest in-
come.

DISBURSEMENTS

Expenditures are made for professional fees and collection commissions. The major
disbursement is to the Umversxty of Louisville Foundation. The association also hoids an

investment portfolic ¢f anpreximately $3 miilion in certificates of deposit ($2.6 million}
and savings account.

TRANSFERS

A transfer is “rzﬁf*“ te the ”\nvem iy of Louisville Foundation annually. The transfer is not
made pursuant ‘o a coatraci, sut in the form of a gift given once per vear.

T
S T )

MEDICAL SCHOO! FUND, INC.
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ocnool Fund s 2
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SCOPE OF ACTIVITY

The Fund is an accounting entity set up separately from the University or ULF ac-
counts to collect a portion of physicians’ private practice income on a sliding scale percen-
tage basis of total private practice income earned above teaching salary.

income Under Income Cver
$40,000/Year $40,000/Year

$ 1,000 0% 0%
4.000 5% 10%
10,000 0% 15%
10,000 15% 209
10,000 20% 25%
15,000 25% 30%
Ali over $56,600 At over $75,000
@ 35% @ 45,

UNIVERSITY OF LOUISVILLE INSTITUTE FOR INDUSTRIAL RESEARCH, INC.
PURPOSE
Resegrch.
BOARD STRUCTURE

d to Boava of Managers
cutive Vice President of

L]

Board of Trustees of Universily of Louisvitie. Controi ceiegat
with sevenr members {Chairiman, Presiden: of Corporation, Ex
Corporzation, tour mambers of Board of Trustees of University;.

<

WHEN FORMED
in 1945.

SCOPE OF ACTIVITY

BExecutive Vice
recovas on Tin

;ation. Treasurer keeps

Ay ramce T

STUDENT

Rodin, inc. { Thinker Magazine)
Minerva, inc. {yearbook account in Universizy o7 Louigviiis Foundation)

Louisville Review, inc, (imagazine}

The above are ail siudent organizaiions [ormead for semi-academic purposes. They receive
no university funds, aithough they are permiiied 10 operaie on university property. They do
receive stndent fees and the fees are hand.cd for the orgznizations through the University of
Louisvilie in agency accounis. The publications handle their own operational expenses oui-
side (e university.
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ALUMNI ASSOCIATIONS

University of Louisville Associates (1948), Inc.

Law Alumni Foundation (1961), Inc.

Speed Alumni Foundation (1967), Inc.—articles revoked in 1981.
L Club Foundation, Inc. (1970)

The receipts of the above are handled through the University of Louisville Foundation. U
of L Associates employs a secretary who is paid from their own funds. None of the others
have staff. Receipts are collected through the U of L Foundation.

L. Club Foungation is a dues-paying pep club with no offices on U of L property.
UNIVERSITY OF LOUISVILLE ALUMNI ASSOCIATION

The Umvermy of Louisville Alumni Association exists for the purpose of developing and
maintaining reiations among alumni which will, it is hoped, lead to greater gift giving. The
Alumni Asscciation at U of L isnota separate;y incorporated body, but functions through
the university. Funds are handled within an agency account specifically for the various
alumni activities and groups.

WESTERN KENTUCKY UNIVERSITY ALUMNI ASSOCIATION
PURPOSE

v

Stated: “"lo uniie e alumni in closer fellowship, to inierpret to the alumni and the public
at iargﬁ fuﬁe program ie “";s-‘r;.nnon, ic further by al! proper means the interest of the
aiumai angd (ne (7, and to 2dvance io every way the general educational welfare of
the Commaonwsalth *’

BOARD STRUCTURE

Board of Diresiors
Fresidents of ¢ sva Acumnd Cioks
D B members appoinied by Brecutive Commitiee of the Roard of Direciors

c  President‘apvointad by Execulive Committee of Board of Diirectors)

®  Secretary (held by a secretary of the Office of Alumni and Placement Activities)
Membership

®  Active

®  Associate (not allowed to hold office)

»  Honorary {gianted by unanimous vote of Executive Committee)



WHEN FORMED

The present constitution was adopted in 1969. The Alumni Association has been in ex-
istence since the University was founded in 1906.

SCOPE OF ACTIVITY

1.  Encourage active alumni membership.

2. Organize and inform alumni.

3. Solicit alumni for gifts and donations.

STAFFING

Staff members are university employees and are paid through the Alumni Affairs budget,
which is within the university budget.

FLOW OF FUNDS

T
i,

A.

Revenues

Revenues are generated through dues from members and interest income.
However, alumni activities are alsc supported through the Office of Alumni
Affairs, which is funded by state appropriations and other university
revenue,

B. Gift acceptance—*The AA currently combines their fund-raising efforis
with the university’s effort and gifts come to the university.”’

. There are no auxiliary operations.

IL. Disoursements

A. Operating expenses were $149,000 in FY 81, paid by the university. Alvumni
Association expenses are for pubhc re?ationt and development.

B, Admin’gsuam ¢ and support processes are subject to the same state 1 :'-:;?.es angd
regulations as Education and General Funds., However, dues coilected from
members are exempt from these regulations.

C. Since the Alumni Association receives a portion of its money from the
university, it is bound by the model procurement code and imprest cash
guidelines for disbursement of operating budget suppert.

D. The only investment of the AA is from the pooling of surplus university agen-
cy funds, which is then divided proportionately among all accounts.

TRANSFERS

The Alumni Association operates both as an entity unto itself and as a part of the universi-
ty’s Alumni Affairs Office. The university provides a variety of services to the AA in-
cluding office space, janitorial services, and facility maintenance. The total alumni opera-
tions are estimated to $149,000 for 1980-81 and $146,000 for 1981-82.
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REPORTING

The Chief Executive Officer reports to and coordinates activities with the Vice.President
for Student Affairs and the President of the Alumni Association. Separate audits are not
performed but the Alumni Association account is included in the general university audit.

Total Revenues $70,366 (membership dues, interest)
Total Expenditures 66,497

Fund Balance 61,435

Disbursements to University 0

WESTERN KENTUCKY UNIVERSITY HILLTOPPER HUNDRED CLUB, INC.

PURPOSE
Stated: ‘“tc unite in an organized effori, the friends and alumni of Western Kentucky
University who wish to express interest in the university and desire to serve it through their
particuiar interest in WKU Athletics.” {Section 1 of 4) Includes: football, basketball,
baseball, track, tennis, golf, ciub and swimming,
GOVERNING STRUCTURE
Board is independent of university control.

Board of Directors

a. Bighi members elected from at-laigs memuosrship

. Alumni “W” Club President

¢. Founder of Hilltopper 100, Tea Hornback

Officers

o  President

s Secretary-Treasurer

{Both are elected yearly with consent and approval of Athletic Director and Alum-
ni ““W’’ President)

Members are contributing alumni and friends to the University.
WHEN FORMED
In August, 1965.
SCOPE OF ACTIVITY
t. Solicit gifts and contributions to enhance a hletics.
2. Encourage club membership and attendance at athletic events.
STAFFINTG
The HH employs one paid full-time Executive Director and one paid part-fime secretary.
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FLOW OF FUNDS

Revenues

1. The primary source of revenue is alumni donations.

2. Receipts are very closely tied with the HH purpose; nearly all monies go for sup-
port of athletics.

3. There is no specific policy for gift acceptance. The bylaws mention membership
dues and contributions, but do not otherwise restrict or delineate gift acceptance.

4, There are no auxiliary operations.

Disbursements

1.  The Club itseif makes no capital purchases.

2. Operation expenses for the Hilltopper Hundred for 1980-81 equaled $28,338.10.
This breaks down into:

Salaries and benefits $ 7,206

Printing, postage, advertising $ 4,786

Automobile expenses $ 1,394

Membership promotional costs $13,410

Office expenses § 687

Other miscellaneous expenses § 855
The remaining $82,727 was speni entirely on suppori of aihleiics. Operation ex-
penses accounted {or 26 percent of iotal expenditures, with 74% of revenues sup-
porting athletics.

3. The only investment veiurn was from 2 savings accouni. All agency surpius {unds
are pooled, invested and then divided preportionately between the accounts.
There is no definiie investment policy

4,  The Club makes no loans or scholarships.

$,  The Hilitopper Hundred has a paid full-time Executive Director and a paid pari-
time secretary. They are both paid through the WKU payroll system so as to
receive outside benefiic {Biue Cross/Major Medical coverage) and the Club reim-
burses WKU.

5, The Unive_rgity provides tghe Club with office space in Diddle Arena and with some
services which are not reimbursed. These services inciude ‘‘financial recordkeep-
ing, purchasing, janitorial, grounds, and facility maintenance,”’ Estimated value
of these services is $5,000.

Transfers

i. The Univprsity does not transfer funds to the Club. The Club provides funds for
the athletic program.

2.  The University provides some services to the Club in exchange for monetary sup-

port of athletics. Services provided by the University to the Hilltopper Hundred
which are reimbursed include ““personal services and printing.”” Reimbursement is
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made through regular University accounting procedures. No contracts are involv-
ed.

Reporting

Reports are made annually to the Board of Directors. The bookkeeping procedures are
audited annually when the University accounts are audited.

Purchasing

The Hilltopper Hundred does not follow the current purchasing and imprest cash
authority guidelines.

Total Receipts (FY 81} $£107,367
Total Expenditures $107,824
Total Fund Ralance (FY 80) $ 3,696
Total Disbursement to University ({or athletics) $£107,953

WESTERN KENTUCKY UNIVEERSITY COLLEGE HEIGHTS FOUNDATION, INC.
PURPOSE
Stated: primarily f¢ create 3 fund derived from voluniary gifts whereby all worthy and

deserving students of the Western Kentucky University may be aided and assisted
=fforis (o obtain an education, but who are unable 10 meet their necessary expenses.

GOVERNING STRUCTURE
Board is independent of university confrol.
Board of Directors
A. Twelve members
1. One faculty meniber
2. One Alumni 4 ssociation member
B. Board members elected by Board from a list of members.
€. Quorum consists of a majority.
D. Board is seif-perpetuaiing and selects own members,
Officers
A. President
B. Secretary
C. Treasurer {must be bonded)
Executive Committee

A. Notless than three or more than five members

o
D
o



B. President of College Heights automatic member
C. Biannual elections
D. Duties:
1. in charge of donations to Fund;
2. determiine students to receive loans;
3. take notes out on loans;
4. pay staff and incidental expenses; and
5. help manage and control the Fund.
WHEN FORMED:
In 1923.
SCOPE OF ACTIVITY
Operating Division
a. may make lozans to studenis
b. operaies college bookstore and self-service laundry.
Trust Division
a. responsible for invesiments, scholarships and accepting gifts and donations
STAFFING
Coilege Heights employs one full-time secretary, a treasurer, and a president. The treasurer
and president are paid part-time staff, There is some paid part-time clerical and student
staff. The University pays all staff other than the treasurer and the president in order that
the employees can take advantage of University related benefits (e.g., Blue Cross, other
medical insurance). College Heights then reimburses the University.
FLOW OF FUNDS
Revenues
A. Revenues are generated through donations, bookstore sales, laundry receipts, en-
dowments and interest from investments. About thirty percent of College Heights

revenue last year was from gifts.

B. Receipts are very closely tied to purpose—primarily to have loans and scholarship
money available.

o

The College Heights Articles of Incorporation state that *‘said Corporation is
hereby authorized and empowered to receive bequests, donations of gifts or
money or property from any person or persons who may desire to aid the work
and further the aims of this Corporation,”’
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College Heights has two auxiliary operations: a bookstore and a coin-operated
laundry. All net bookstore and laundry profits are either reinvested or transferred
to the trust account. The bookstore pays rent to WKU for space on the campus.
(About $40,000 in FY 82 and $13,500 for FY 80). All employees are paid through
the University to receive benefits such as health insurance—College Heights then
reimburses the University for bookstore and laundry employees, plus one business
office accountant, The laundry does not pay rent or expenses.

Disbursements

A.

.P"\-

e 7

Acquisition of capital items is limited to purchases necessitated by the bookstore
and faundry facilities. Coliege Heights does not purchase any other capital items
(¢.g.. microscopes for ciassroom instruction).

The Secretary/Treasursr is in charge of investments. She and the President of
College Heights actvally determine the amouni to be invested. The total annual
investment averages betwesa $2.5 million and $3 million. The Trust Committes,
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Transfers

A. No direct gift payments are made to the University; however, funds for the loan
program are provided by the Foundation. The Foundation makes rental payments
to the University for the bookstore only.

B. Services and facilities provided by the University to College Heights include office
space, janitorial services, grounds and facility maintenance, and utilities. The on-
ly service which is reimbursed is printing. There is no formal contracting pro-
cedure for payment. College Heights is billed through the regular University ac-
counting system.

Reporting

Monthly reports are made for both the Trust and the Operating Divisions of College
Heights. These are presenied to ‘‘operating personnel and the officers of the Founda-
tion. Members of the Board receive annual reports, annual audits, and periodic reports
from the officers, but they do not receive monthly financial statements.”’

FY 80 Operating Trust
Total Revenues $2,137,670 $ 508,403
Total Expenditures 1,939,745 305,180
Fund Balances 843,941 2,781,387
Disbursements to University Transfer to

Trust Division
WESTERN XENTUCKY UNIVERSITY CREDIT UNION; INC.
PURPOSE

Stated: promote thrift among its members and o make cans to its members for provident
and productive purposes . . .

AUTHORITY
i. Chapter 290 of the Kentucky Revised Statutes.
2. Bylaws, articles of incorporation.
WHEN FORMED
In 1963.
GOVERNING STRUCTURE
Board is independent of University control,
Board of Directors
A. WNot fewer than five nor more than fifteen.
B. Two or three-year terms.

C. Elected from at-large membership of Credit Union.
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Officers

A. President.

B. Vice President.

C. Secretary and Treasurer.

D. Three-member Executive Committee.
Credit Committee

A. Not fewer than three nor more than seven.
B. Must approve every loan.

Supervisory Committee

A. Three members,

Audit bocks every three months.

i

C. Require recognized agency to audit at close of fiscal year.
SCOPE OF ACTIVITY
Accumulaie capital by issuing shares to depositors.
Z.  Make loans to facuity and staff as specified in articles of incorporation.

Act as a devository,

REVENIJES

1

Shares bought by members.

2. Deposit

@
ab,

s

4. inmterest income,
LOCATION

The Credit Union is housed in a university-owned building on ihe campus. The university
provides the space and utilities free of charge.

DISBURSEMENTS

Determined by Board f Direciors, Credit and Supervisory Committee. Funds are invested
according to Ariicle XV of Bylaws and include loans, bonds, notes, obligations, prefeired
stock.

REPORTING

Reporting requirements are set forth in bylaws, audited every three months and yearly.
Other procedures determined by State Banking Commission.
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