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Public Private Venture   
Consulting Engagement 

Internal Audit Report 
 

Office of Internal Audit and Compliance(OIAC) 
#10-120 

09/ 14/20 11 
 

OIAC�¶�V���P�L�V�V�L�R�Q���L�V���W�R���V�X�S�S�R�U�W���W�K�H��University System of Georgia management in meeting its 
governance, risk management, compliance, and internal control responsibilities while helping to 
improve organizational and operational effectiveness and efficiency. The OIAC is a core activity 

that provides management with timely information, advice and guidance that is objective, 
accurate, balanced and useful.  The OIAC promotes an organizational culture that encourages 

ethical conduct. 

The information in this document is intended solely for the use of Public Private Venture 
Program Management and is not intended to be used as investment advice in the purchase, sale, 

or holding of bonds that support the public private venture program. 
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1 �h�^�'���K�(�(�]�������}�(���Z�����o�����•�š���š�����˜���&�����]�o�]�š�]���•���Á�������•�]�š�����^�Z�����o�����•�š���š�����s���v�š�µ�Œ���_��
http://www.usg.edu/ref/real_ventures/  
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2 At some USG institutions, the foundation collects the related project revenue, makes the debt service  payments 
service payments for the bond, and provides for facility maintenance and servicing.   

 
3 Georgia Department of Audits and Accounts 

Financing Structure of a Public Private Venture 

The USG PPV Program traditionally enables financing for projects that have their own 
dedicated funding (revenue) stream, such as mandatory student fees, parking fees, student 
housing rentals, bookstore revenue, research grants, or food services revenue. These 
projects are stand-alone projects that should be self-supporting, (i.e., project-generated 
revenues should cover project expenses). Steps A. �± H. describe the steps in a PPV 
financing structure. Exhibit A on page 7 diagrams the process. Note that the capital letters 
in the list below correspond to the capital letters in Exhibit A. 

A. The USG is the owner of the land 
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Foundation Documents and Control Process 

 
Bond Documents 

Official Statement - Foundation 

Overview: 
The Official Statement is a document prepared by the issuer that discloses material 
information on the bond offering. Because the USG PPV Program bonds are primary 
offerings, the Official Statement is subject to Rule 12c2-12 adopted by the Securities and 
Exchange Commission under the Security Exchange Act of 1934. This document 
discloses information about the bond terms, issue purpose, how the bond will be repaid, 
and the financial and economic characteristics of the bond obligators. This document 
contains financial information and operating data on the issuer, the foundation, the State 
of Georgia, the USG, the USG institution�����W�K�H���S�U�R�M�H�F�W���E�H�L�Q�J���I�X�Q�G�H�G�����D�Q�G���R�W�K�H�U���S�D�U�W�L�H�V�¶��
material to an evaluation of the bond offering. This document will include a reference to 
�W�K�H���³�&�R�Q�W�L�Q�X�L�Q�J���'�L�V�F�O�R�V�X�U�H���6�W�D�W�H�P�H�Q�W���´ 
 
Objective: 
�,�Q�Y�H�V�W�R�U�V���X�V�H���W�K�H���L�Q�I�R�U�P�D�W�L�R�Q���L�Q���W�K�L�V���G�R�F�X�P�H�Q�W���W�R���H�Y�D�O�X�D�W�H���W�K�H���V�H�F�X�U�L�W�\�¶�V���F�U�H�G�L�W���T�X�D�O�L�W�\��
and to make investment decisions. 
 
Procedures for the Foundation Reporting Requirements: 
In a review, it will be necessary to obtain a copy of the Official Statement and to review 
�L�W���S�D�\�L�Q�J���S�D�U�W�L�F�X�O�D�U���D�W�W�H�Q�W�L�R�Q���W�R���W�K�H���V�H�F�W�L�R�Q�V���U�H�I�H�U�H�Q�F�L�Q�J���W�K�H���³�&�R�Q�W�L�Q�X�L�Q�J���'�L�V�F�O�R�V�X�U�H���´���W�K�H��
�3�U�R���)�R�U�P�D���&�D�V�K���)�O�R�Z�����D�Q�G���W�K�H���³�5�H�Q�W�D�O���$�J�U�H�H�P�H�Q�W�V���´���7�K�H�V�H���V�H�F�W�L�R�Q�V���X�V�X�D�O�O�\��include the 
requirements that have been addressed in the Continuing Disclosure Certificate and the 
loan agreement�����5�H�Y�L�H�Z���W�K�H���V�H�F�W�L�R�Q���R�Q���W�K�H���³�'�H�E�W���6�H�U�Y�L�F�H���5�H�V�H�U�Y�H���)�X�Q�G�V�´���D�Q�G���W�K�H���V�H�F�W�L�R�Q��
that discusses bondholder risks. Review the Official Statement for any additional 
requirements. There are no strict requirements regarding the contents of an Official 
Statement. Most legal documents pertaining to the bond are contained in the Official 
Statement. The information provided in the Official Statement is as of the offering date. 
There are no obligations to update the information in the Official Statement.  This 
document is the primary source of information that prospective bondholders and bond 
brokers, who sell the bonds to the public, use to make investment decisions on primary 
bond offerings and generally is not intended to provide information with respect to 
trading in the secondary bond market. Comparison of the actual cash flow to the pro 
forma provided at the origination of the bond usually is found in the Official Statement. 
This should be completed at least annually and is included with the Continuing 
Disclosure filing. 
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Review: 
In a review, it will be necessary to obtain a copy of the Official Statement and review the 
�³�5�H�S�U�H�V�H�Q�W�D�W�L�R�Q�V�����:�D�U�U�D�Q�W�L�H�V���D�Q�G���&�R�Y�H�Q�D�Q�W�V���R�I���W�K�H���)�R�X�Q�G�D�W�L�R�Q���´���5�H�Y�L�H�Z���W�K�H��Official 
Statement for any additional requirements that were not included in the Bond Purchase 
Agreement or the Continuing Disclosure Certificate.  
 
Bond Purchase Agreement (B) 

Overview: 
The Bond Purchase Agreement is the contract between the underwriter and the issuer that 
sets the terms of sale, sale price, interest rate, and conditions upon which the underwriter 
purchases the bond. The foundation is a party to the bond purchase agreement within the 
USG PPV Program because of the conduit financing. The USG or its institutions are not 
involved in or on behalf of the financing. The security of the issue is the pledged 
revenues or rent from the project that is being financed. The securities do not constitute 
general obligation of the issuer because the conduit borrower, the foundation, is liable for 
generating the pledged revenue. 
 
Objective: 
The purpose of this agreement is to state the conditions upon which the underwriter 
purchases the bond. This agreement is between the underwriter and the issuing authority 
along with the foundation, because the foundation is the conduit borrower. 
 
Procedures for the Foundation Reporting Requirements: 
Identify the information and timing requirements for each reporting requirement of the 
representations, warranties and covenants of the foundation.  These usually include 
requirements that have been addressed in the Continuing Disclosure Certificate and the 
loan agreement. 
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9. Notice relating to additional debt. This is required prior to issuing additional debt. 
10. Notice of any material adverse change in the financial condition of the USG 

institution, foundation, or project. This includes notice of any litigation or 
investigation. 
 

Review: 
In a review, it will be necessary to obtain a copy of the Loan Agreement and to identify 
the reporting requirements including the names and addresses of the required receivers. 
This is usually the Issuer Secretary/Treasurer. Identify the timing requirements of each 
disclosure. 
�7�K�H�V�H���I�L�O�L�Q�J�V���V�K�R�X�O�G���E�H���U�H�S�R�U�W�H�G���W�R���W�K�H���I�R�X�Q�G�D�W�L�R�Q�¶�V���E�R�D�U�G���R�I���G�L�U�H�F�W�R�U�V���D�Q�G���W�K�H���H�Y�H�Q�W 
should be recorded in the board minutes. It is recommended that copies of these filings be 
sent to the Underwriter, the Trustee, the USG institution chief business officer and to 
Director of Real Estate Ventures �± Asset Management Office of Real Estate and 
Facilities, Board of Regents of the University System of Georgia. Review the document 
retention procedures. 
 
Continuing Disclosure Certification �± Foundation  (C)  

Overview: 
The Continuing Disclosure Certificate details the annual filing requirements and special 
events reporting. This document is signed by the authorized representative of the 
�I�R�X�Q�G�D�W�L�R�Q�¶�V���U�H�D�O���H�V�W�D�W�H���/�/�&���D�Q�G���L�V���I�R�U���W�K�H���E�H�Q�H�I�L�W���R�I���W�K�H���E�R�Q�G���K�R�O�G�H�U�V�����7�K�L�V���G�R�F�X�P�H�Q�W��
assists the participating underwriter in complying with Rule 15c2-�������E�����������³�0�X�Q�L�F�L�S�D�O��
S�H�F�X�U�L�W�L�H�V���'�L�V�F�O�R�V�X�U�H�´���D�G�R�S�W�H�G���E�\���W�K�H���6�H�F�X�U�L�W�L�H�V���D�Q�G���(�[�F�K�D�Q�J�H���&�R�P�P�L�V�V�L�R�Q���X�Q�G�H�U���W�K�H��
Security Exchange Act of 1934. 
 
Objective: 
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and to identify the disclosure requirements including the names and addresses of the 
required receivers. Identify and update the list of names and addresses of the National 
and State Repositories. Identify the timing requirements of the disclosure. This is usually 
annually not later than 150 days after the fiscal year end for the annual reporting and the 
�G�D�W�H���R�I���W�K�H���³�U�H�S�R�U�W�D�E�O�H�´���R�F�F�X�U�U�H�Q�F�H��for any special filings. 
 
�,�Q���W�K�H���$�S�S�H�Q�G�L�[�����(�[�K�L�E�L�W���,�,�,���L�Q�F�O�X�G�H�V���W�K�H���³�)�U�H�T�X�H�Q�W�O�\���$�V�N�H�G���4�X�H�V�W�L�R�Q�V�´���D�E�R�X�W���W�K�H��
Electronic Municipal Market Access (EMMA) written by the Municipal Securities 
Rulemaking Board. 
 
Trust Indenture (Trust Agreement) �± Foundation  (I) 
 

Overview: 
The Trust Indenture, a Trust Agreement, is a contract between the issuing authority and 
the bond trustee. The bond trustee is a bank designated by the issuer to be the custodian 
of the bond proceeds and is the official representative of the bondholders. The bond 
trustee is appointed to ensure compliance with the bond documents and to represent the 
�E�R�Q�G�K�R�O�G�H�U�V���L�Q���H�Q�I�R�U�F�L�Q�J���W�K�H���E�R�Q�G�K�R�O�G�H�U�V�¶���F�R�Q�W�U�D�F�W���Z�L�W�K���W�K�H���L�V�V�X�H�U. 
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Rental (Lease) Agreement -   Foundation & USG Institution  (E) 

Overview: 
The Rental Agreement is a legal contract between an affiliated foundation and the Board 
of Regents that establishes the temporary right to use a facility for a specific length of 
time in exchange for payment of rent. The affiliated foundation owns the facility which 
was constructed by the foundation with the proceeds received from a bond issue. This 
facility is the PPV project and is the source for a legal description of the facility. 
 
Objective: 
The Board of Regents rents or leases the building that was constructed by the affiliated 
foundation with the use of the proceeds that were received from the issuing of bonds.  
The facility is owned by the affiliated foundation which leases the facility to the Board of 
Regents for use by USG institution students, faculty and staff. 
 
Procedures: 
The facility owner or foundation is called the "landlord" or the "lessor." The Board of 
Regents, on behalf of the USG institution, is called the "tenant" or "lessee" and is entitled 
to occupy and use the facility. The agreement terms include the rent payment amount and 
other tenancy rules that may not be changed during the specified period, except by 
agreement of both the landlord and the tenant. The rental agreement should cover all of 
the specifics of the arrangements, to include responsibility  for utility charges, upkeep, 
repairs and capital improvements. The agreement specifics should agree with the ground 
lease specifics. 
 
The rental agreements with the Board of Regents are opt-in leases and must be renewed 
annually. The lease runs from July 1 to June 30 of each year. The agreement will state the 
number of years the lease may be renewed (which is usually the number of years until the 
bond debt is paid in full). An annual renewal notice should be given to the landlord 
(foundation) 60 days prior to the expiration date of the agreement or by May 1 of each 
year. The renewal process is usually well defined within the first few pages of the rental 
agreement. It is recommended that a copy of this notice be sent to the Vice Chancellor for 
Facilities at the Board of Regents and the USG institution chief business officer. These 
�Q�R�W�L�F�H�V���V�K�R�X�O�G���E�H���U�H�S�R�U�W�H�G���W�R���W�K�H���I�R�X�Q�G�D�W�L�R�Q�¶�V���E�R�D�U�G���R�I���G�L�U�H�F�W�R�U�V���D�Q�G���W�K�H���H�Y�H�Q�W recorded 
in the board minutes. An example of a renewal notice can be found in the Appendix 
Exhibit II  �± Rental (Lease) Agreement Renewal Notice. 
 
The purpose of this rental agreement, between the affiliated foundation and the Board of 
Regents, is to state the requirements for use of the facility. This document defines the rent 
and expenses to be paid along with any reporting requirements. Topics covered in this 
agreement include: 
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1. Provisions for the use of the facility (for the use of facility, owning, operating, 
and maintaining a facility which is on the USG land); 

2. Rent amount and number of years the rental agreement can be renewed; 
3. Primary term of the lease in years and any termination extension time frames; 
4. Provision that all buildings and land improvement revert to the Board of Regents 

at the termination of the rental agreement;     
5. Responsibility for maintaining the building and the source for payment of 

maintenance costs ; and, 
6. Required coverage for insurance and the required documentation to show proof 

of insurance coverage. 
Examples of required insurance coverage include: 

1. Property insurance for fixtures, furnishings, equipment, and personal 
property which it used or stored on the premises; 

2. Tenant provides third party liability coverage for acts of its officers, and 
employees through the Georgia Tort Claims Act; 

3. �:�R�U�N�H�U�V�¶���&�R�P�S�H�Q�V�D�W�L�R�Q���,�Q�V�X�U�D�Q�F�H; 
4. �7�K�H���)�R�X�Q�G�D�W�L�R�Q�¶�V���(�P�S�O�R�\�H�U�V�¶���/�L�D�E�L�O�L�W�\���,�Q�V�X�U�D�Q�F�H; 
5. Commercial General Liability Insurance; 
6. Commercial Business Automobile Liability Insurance; 
7. Commercial Umbrella Liability Insurance; 
8. Builders Risk Insurance (consider the 30% completion rule - owned by the 

university or foundation); 
9. Property Insurance (fire and hazard property insurance);  
10. Loss of operating income insurance (Rental Interruption Insurance); 
11. Terrorist Insurance (resident halls and student unions); and, 
12. Sexual Assault Insurance; 

7. Requirement �W�K�D�W���D�O�O���V�X�E�F�R�Q�W�U�D�F�W�R�U�V���P�X�V�W���S�U�R�Y�L�G�H���S�U�R�R�I���R�I���³�:�R�U�N�H�U�V�¶��
�&�R�P�S�H�Q�V�D�W�L�R�Q���,�Q�V�X�U�D�Q�F�H�´���D�Q�G���D required coverage certificate. 

�³�7�K�L�V���L�V���W�R���F�H�U�W�L�I�\���W�K�D�W���D�O�O���F�R�Q�W�U�D�F�W�R�U�V���D�Q�G���V�X�E�F�R�Q�W�U�D�F�W�R�U�V��
performing work or occupying the Premises are covered by their 
�R�Z�Q���Z�R�U�N�H�U�V�¶���F�R�P�S�H�Q�V�D�W�L�R�Q���L�Q�V�X�U�D�Q�F�H���R�U���D�U�H���F�R�Y�H�U�H�G���E�\���W�K�H��
�/�D�Q�G�O�R�U�G�¶�V���Z�R�U�N�H�U�V�¶���F�R�P�S�H�Q�V�D�W�L�R�Q���L�Q�V�X�U�D�Q�F�H�´; 

8. Requirement that all subcontractors must provide proof of �³�(�P�S�O�R�\�H�U�V�¶���/�L�D�E�L�O�L�W�\��
Insurance�´��and a required coverage certificate. 

�³�7�K�L�V���L�V���W�R���F�H�U�W�L�I�\���W�K�D�W���D�O�O���F�R�Q�W�U�D�F�W�R�U�V���D�Q�G���V�X�E�F�R�Q�W�U�D�F�W�R�U�V��
performing work or occupying the Premises are covered by their 
own E�P�S�O�R�\�H�U�V�¶��Liability Insurance or are covered by the 
�/�D�Q�G�O�R�U�G�¶�V��Liability Insurance.� ;́ 

9. Requirement that all subcontractors must p
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6 Official Code of Georgia; Volume 11; Title 13, Contracts; Article 3; 13-10-91; Verification of new employee 
information; applicability; rules and regulations.  

work certify that have registered and participate in the federal work 
authorization program to verify information of all employees;6 

10. Responsibility and payment for janitorial services, trash removal, termite and 
rodent protection; 
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7 Mae Charles Barnes, Attorney at Law, Murray Barnes Finister LLP 

Bond Proceeds Drawdown Requirements 
 

Project Fund 
�³Proceeds of a bond issue deposited into a project fund to be used for a capital project 
may be invested at an unrestricted yield (a yield higher than the yield on the bonds) for 
three years if, on the date of issuance of the bonds, the issuer reasonably expects that: 

1. within six months the issuer will incur a substantial binding obligation to a 
third party to expend at least 5% of the net sale proceeds on the capital 
project, 

2. completion of the capital project and the allocation of the net sale proceeds 
to expenditures therefor will proceed with due diligence to completion, 
and 

3. at least 85% of the net sale proceeds will be allocated to expenditures on 
the capital project within three years from the date of issue.   

 

Debt Service Reserve Fund 
Bond proceeds deposited into a Debt Service Reserve Fund may be invested at a yield 
higher than the yield on the Bonds if the amounts in the fund comply with size limitations 
imposed by Treasury regulations. 
 
Rebate 
Project Fund 
An issuer does not have to rebate any arbitrage profits that it earns on the amounts 
deposited into a project fund if the issuer satisfies one of several spending exceptions.  
The most common exception is the two-year spending exception.  The two-year 
exception applies to a bond issue that is primarily for a construction project as opposed to 
an acquisition project.  In order to satisfy the two-year spending exception with respect to 
the funds on deposit in a proje
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Objective and Process: 
Determine whether the bond issue remains in compliance with the modified private 
business tests, which limit to only 5% the amount of bond proceeds that may be used to 
finance unrelated trade or business use of bond-financed property. 
 
Review: 
In a review of the unrelated business activity, verify whether the foundation and USG 
institution maintained records documenting the unrelated trade or business use of their 
bond financed facilities.  Review the unrelated Trade or Business Activity reports and 
records. Make a determination as to whether the bond issue remains in compliance with 
the modified private business tests, which limit to only 5% the amount of bond proceeds 
that may be used to finance unrelated trade or business use of bond-financed property.



 

  

Page 25 

 

  

                                                           
8  IRS publication �t Unrelated Business Income Tax Exceptions and Exclusions, 
http://www.irs.gov/charities/charitable/article/0,,id=123415,00.html 

by an organization described in section 501(c)(3) or by a governmental college 
or university primarily for the convenience of its members, students, patients, 
officers, or employees.  A typical example of this is a school cafeteria. 

�x Selling Donated Merchandise:  Any trade or business is excluded that consists 
of selling merchandise, substantially all of which the organization received as 
gifts or contributions.  Many thrift shop operations of exempt organizations 
would meet this exception.�´8 
 

Review: 
In a review of the unrelated business income, verify whether the foundation and USG 
institution maintains records relating to the unrelated trade or business income.  Review 
the unrelated Trade or Business Activity reports and records for the PPV project. Make a 
determination as to whether unrelated business income exists. Determine if unrelated  an 
�³�8�Q�U�H�O�D�W�H�G���%�X�V�L�Q�H�V�V���,�Q�F�R�P�H���7�D�[�´���U�H�W�X�U�Q���Z�D�V���I�L�O�H�G�� 
 
Engineering Report �± Foundation & USG Institution    
 
Overview, Objective, and Process: 
An engineering report is �X�V�X�D�O�O�\���D���U�H�T�X�L�U�H�P�H�Q�W���R�I���W�K�H���³R�H�Q�W�D�O���$�J�U�H�H�P�H�Q�W�´���D�Q�G���L�V���K�L�J�K�O�\��
recommended if the requirement is not present in the document.  This engineering report 
is usually updated every five years. �7�K�L�V���L�V���X�V�X�D�O�O�\���W�K�H���O�D�Q�G�O�R�U�G�¶�V���R�U���I�R�X�Q�G�D�W�L�R�Q�¶�V��
responsibility. If not stated in the rental agreement, establish a documented memorandum 
of understanding between the foundation and the USG institution as to which party 
accepts responsibility and payment for providing an engineering report pertaining to the 
physical and mechanical condition of the premises. The Foundation, as owner of the 
facility, will provide the Board of Regents an engineering report on the physical and 
mechanical condition of the facilities performed by an engineering firm acceptable to the 
foundation and Board of Regents. The report should include a capital asset replacement 
analysis and an evaluation of the adequacy of the monthly additional rent to fund the 
Maintenance, Repair, and Replacement Fund. The report should include 
recommendations as to any required adjustments to the maintenance program or to the 
funding amount for maintenance, repairs, and replacement. The report should be 
reviewed and any required adjustments to the monthly additional rent to fund the 
Maintenance, Repair, and Replacement Fund should be documented and included with 
the next annual renewal of the rental agreement.  
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Review: 
In a review, it will be necessary to obtain a copy of the prior engineering reports. Review 
the frequency of the engineering review determining if there is a five year frequency. 
Determine if there is an established agreement between the foundation and the USG 
institution as to which party accepts responsibility and payment for providing an 
engineering report of the physical and mechanical condition of the premises. Verify that a 
copy of the report has been provided to the Board of Regents. Verify the report was 
performed by an engineering firm acceptable to the Board of Regents. Review the capital 
asset replacement analysis and the evaluation of the adequacy of the monthly additional 
rent to fund the Maintenance, Repair, and Replacement Fund. Review the 
recommendations for adjustments to the maintenance program or to the funding amount 
for maintenance, repairs, and replacement. Review the documentation for any 
adjustments to the monthly additional rent to fund the  Maintenance, Repair, and 
Replacement Fund.  
 
Accounting for Ground Lease and Rental Agreement �± Foundation & USG Institution    

 
Overview and Objective: 
Accounting entry postings 
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10 The Business Procedures Manual, Section 3.1.1 Cost Limits and Related Processing Rules, paragraph 5.    
11 �D�}�}���Ç�[�•���Œ���‰�}�Œ�š���:�µ�o�Ç���î�ì�ì�õ���^���•���>�����•��-�������l�������������š���}�(���š�Z�����h�v�]�À���Œ�•�]�š�Ç���^�Ç�•�š���u���}�(���'���}�Œ�P�]�����'�Œ�}�Á�•���Z���‰�]���o�Ç�U���D�}�}���Ç�[�•��
Looks to System and Campus Level C�Œ�����]�š���&�����š�}�Œ�•�_���‰���P�����î�U���ñth paragraph �t emphasis added 

to the USG institution if: ��
�x The agreement has a clause permitting the 
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information in an approved data base. The CBO, working closely with the foundation, is 
charged with the responsibility for completing and certifying the data.  Once submitted, 
the BOR Office of Real Estate and Facilities will select various projects for 
comprehensive review whereby the campus and foundation may be asked to address any 
areas of concern. 
If necessary due to changed financial or operational conditions, each campus and 
foundation may generate a revised pro-forma that more closely reflects current 
operational and financial performance of the project. This revised pro-forma is to be 
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14 �D�}�}���Ç�[�•���Œ���‰�}�Œ�š���:�µ�o�Ç���î�ì�ì�õ���^���•���>�����•��-�������l�������������š���}�(���š�Z�����h�v�]�À���Œ�•�]�š�Ç���^�Ç�•�š���u���}�(���'���}�Œ�P�]�����'�Œ�}�Á�•���Z���‰�]���o�Ç�U���D�}�}���Ç�[�•��
Looks to System and Ca�u�‰�µ�•���>���À���o�����Œ�����]�š���&�����š�}�Œ�•�_���‰���P�����ô�U���ñ
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17 The Institute of Internal Auditors, Code of Ethics 

1. Integrity �± Individuals representing the USG institution should perform their 
work ethically with honesty, diligence, and responsibility. They should observe 
state and federal laws and the rules and regulations of the USG institution. They 
should not knowingly be party to any illegal activity, or engage in acts that are 
discreditable to the USG institution. 

2. Objectivity �± Individuals representing the USG institution should not participate 
in any activity or relationship that may impair or be perceived to impair their 
unbiased judgment. They should not accept gifts or favors that may impair or be 
perceived to impair their professional judgment and they must disclose all 
material facts known to them. 

3. Confidentiality �± Individuals representing the USG institution should be prudent 
in the use and protection of information acquired in the course of their duties and 
should not use information for any personal gain. This includes the use of 
information such as the use of investment or real estate information to gain 
financial wealth.17 

 

Procedures: 
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18 AGB Board of Directors' Statement on Conflict of Interest,   
     http://www.agb.org/news/2009-12/agb-board-directors-statement-conflict-interest 
 

are: the subjects of political gain, unmerited preference in hiring, student 
admission decisions, excessive executive compensation, and other conflicts that 
can compromise the integrity of the board. 
5. Boards should conduct thorough annual reviews of the conflict of interest 
policies, ensure adherence to the policy, and document any exceptions. 
6. Board members should disclose annually through written documentation any 
personal actual or perceived conflict of interest. 
7. Boards should have the highest standards in the policy and have financial 
thresholds for mandatory disclosures. 
8. Board members should disclose all related actual or perceived conflict of 
interest to include int�H�U�H�V�W���L�Q�Y�R�O�Y�L�Q�J���P�H�P�E�H�U�V���R�I���D���E�R�D�U�G���P�H�P�E�H�U�¶�V���L�P�P�H�G�L�D�W�H��
household. 
9. Non board members should disclose annually all actual or perceived conflict of 
interest. This would include board committee members, officers of the 
organization, and highly paid staff members. 
10. Boards should consider personal use of information obtained including 
investment advice. 
11. Boards should consider if investment committees are held at a higher 
standard. 
12. Boards should adopt the recommendations and be consistent with state and 
federal law requirements.
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19 Director of Real Estate Ventures �t Asset Management Office of Real Estate and Facilities, Board of 
Regents of the University System of Georgia 

payment; and, 
�x Board of Regents who serves as adviser, facilitator and advocate for the campus 
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foundation and its associated Limited Liability Corporations (LLC). These articles must 
be filed with the Secretary of State of Georgia for the foundation to be given legal 
recognition. Each LLC will have its own Articles of Incorporation which are 
independently filed with the state. This document or charter defines the name, purpose, 
and establishes the characteristic of being a not-for�±profit. The Articles of Incorporation 
should be reviewed annually by the board of directors and officers of the foundation to 
�Y�H�U�L�I�\���W�K�D�W���W�K�H���D�U�W�L�F�O�H�V���D�U�H���E�H�L�Q�J���D�G�K�H�U�H�G���W�R���D�V���W�R���W�K�H���I�R�X�Q�G�D�W�L�R�Q�¶�V���S�X�U�S�R�V�H���D�Q�G��
management. It is recommended that this annual review be documented in the board 
minutes with an affirmation statement confirming the articles are being followed. 
Additional information can be �R�E�W�D�L�Q�H�G���D�W���W�K�H���6�H�F�U�H�W�D�U�\���R�I���6�W�D�W�H�¶�V���Z�H�E���V�L�W�H: 
http://corp.sos.state.ga.us/business/. 

 
 Application for filing for a 501(c)(3) (once at the time of creating the foundation): 
�7�K�H���,�5�6���)�R�U�P���������������³�$�S�S�O�L�F�D�W�L�R�Q���I�R�U���5�H�F�R�J�Q�L�W�L�R�Q���R�I���(�[�H�P�S�W�L�R�Q�´�����L�V���X�V�H�G���W�R���D�S�S�O�\���I�R�U��
recognition by the IRS of exempt status under section 501(c)(3) of the Code. Refer to the 
instruction for procedures on how to complete the form. The application must be 
complete and accompanied by the appropriate user fee. Frequently asked questions about 
applying for exemption and completing the Form 1023 are available on the IRS web site. 
The organization should also request an employer identification number. The IRS Form 
SS-4�����³Application for Employer Identification Number�´�����D�Q�G���L�W�V��related instructions are 
used to obtain an Employee Identification Number (EIN). The EIN can also be obtained 
using the telephone, by calling 1-800-829-4933, or by applying online. Organizations will 
not be treated as described in section 501(c)(3) unless they notify the IRS by applying for 
recognition of section 501(c)(3) status. A charitable organization must make available for 
public inspection its approved application for recognition of exemption with all 
supporting documents and its last three annual information returns.  
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IRS Form 990 (annual filing) 
The IRS Form is titled "Return of Organization Exempt From Income Tax." The Form 
990 is an annual reporting return that certain federally tax-exempt and nonprofit 
organizations must file with the IRS. Most of the USG Institutions are required to submit 
this form annually. It provides information on the filing organization's mission, programs, 
and finances. The Form 990 provides the public and tax authorities with financial 
information about a given organization. This form is used by government agencies to 
prevent organizations from abusing their tax-exempt status. The form requires significant 
disclosures on governance and boards of directors. The Form 990 disclosures do not 
require but strongly encourage nonprofit boards to adopt a variety of board policies 
regarding governance practices such as adoption of whistleblower and document 
retention policies. The IRS has indicated they will use the Form 990 as an enforcement 
tool, particularly regarding executive compensation. IRC 6104(d) regulations state that an 
organization must provide copies of its three most recent Form 990�¶s to anyone who 
requests them. A PDF copy can often be found online at sites such as Foundation Center's 
990 Finder, Guidestar.org and the National Center for Charitable Statistics. Additional 
information can be obtained at the IRS web site: http://www.irs.gov/charities/index.html. 

IRS Form 990 Schedule (k): (filed annually)  



 

  

Page 39 

 

  

                                                           
20 Secretary of State for the State of Georgia; http://www.sos.ga.gov/corporations/ar_terms.htm 

21 University System of Georgia, Business Procedures Manual;  17.2 Memorandum of Agreement 
http://www.usg.edu/business_procedures_manual/bpm-sect17.pdf 

authorization to transact business in this State.�´20 Additional information can be obtained 
�D�W���W�K�H���6�H�F�U�H�W�D�U�\���R�I���6�W�D�W�H�¶�V���Z�H�E���V�L�W�H: http://www.sos.ga.gov/corporations/ar_terms.htm. 
 
Memorandum of Agreement (reviewed annually) 
�³The relationship that a USG institution has with its affiliated organization or 
organizations must be defined by a memorandum of agreement that describes each 
�S�D�U�W�\�¶�V���U�R�O�H�V���D�Q�G���U�H�V�S�R�Q�V�L�E�L�O�L�W�L�H�V���� 
Minimally, the memorandum of agreement must address the affi�O�L�D�W�H�G���R�U�J�D�Q�L�]�D�W�L�R�Q�¶�V��
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23 University System of Georgia, Business Procedures Manual;  16.1.4 Third-Party Audits 
http://www.usg.edu/business_procedures_manual/bpm-sect16.pdf 

management contracts associated with a PPV project must be reviewed and approved by 
bond council. The private use of a tax exempt bond-financed facility can be created by a 
management contract based, in whole or in part, on sharing of net profits from operation 
of the facility.  Excessive private use is generally not permitted. Under special 
circumstances limited use in trade or business is permissible. The rationale is that 
excessive private use provides a private party with a benefit intended for the public. A 
Qualified Management Contract is the management, service or incentive payment 
contract for a private company to provide services involving all or a portion of, or any 
function of, a facility. This includes bookstores, dining and parking facilities. When 
preparing an RFP for services for a PPV project include language indicating that the 
contract must comply with Rev. Proc. 97-13. The IRS monitors post-issuance compliance 
through audits and by reviewing the Form 990. 
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24 The Chronicle of Higher Education; Governing-Boards Association Sharpens Guidance on Conflicts of Interest; 
 By Paul Fain; December 2, 2009 

USG Institution Documents and Control Process 
 

Documents 

The following are the documents for the USG institution. A section on each can be found 
in the Foundation Documents and Control Processes.  
�‡ Ground Lease �± Foundation & USG Institution (refer to page 17) 
�‡ Rental Agreement - Foundation & USG Institution (refer to page 19) 
 
 
 
Control Processes 
 
Unrelated Trade or Business Activity �± (refer to page 23)  
Unrelated Trade or Business Income �± (refer to page 24) 
Engineering Report �± (refer to page 25) 
Accounting for Ground Lease & Rental Agreement �± (refer to page 26) 
Contracts with Outside Vendors  �± refer to page 27) 
Insurance �± Foundation and University/College �± (refer to page 28) 
Monitoring Financial Performance - Cash Flow Projections �± (refer to page 28) 
Monitoring Financial Performance �± Rating Agencies �± (refer to page 32) 

Conflict of Interest 

Overview: 
Recent high profile conflict of interest violations,24 additional scrutiny by the public 
including the United States government (e.g., the new IRS form 990), additional 
regulations relating to research, and the pressures created by the current economic 
environment require additional guidance and clarification on policies and procedures 
pertaining to conflict of interest. For colleges and universities within the University 
System of Georgia, conflict of interest concerns are directed toward our employees and 
our USG institution�¶�V���I�R�X�Q�G�D�W�L�R�Q�¶�V���E�R�D�U�G���R�I���G�L�U�H�F�W�R�U�V 
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25 The Institute of Internal Auditors, Code of Ethics 
26 
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27 Director of Real Estate Ventures �t Asset Management Office of Real Estate and Facilities, Board of 
Regents of the University System of Georgia 
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28 Georgia Department of Audits and Accounts 



 

  

Page 45 

 

  

Exhibit II  - Rental (Lease) Agreement Renewal Notice 
 

[PLACE ON INSTITUTION LETTERHEAD] 

DATE 
 

__________ Foundation  
Street Address70 Washington Street 
City and State and Zip Code 
Attention:  ____________ 
 

RE: Option to Renew Rental Agreement:  SCHOOL NAME  
Project Name:   Name of Project  
Project Type:   Type (Parking, Housing, Student 
Center, etc.) 
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Exhibit III  - Municipal Securities Rulemaking Board (MSRB) �± Electronic Municipal 
Market Access (EMMA) -  Continuing Disclosure Submission 

�)�$�4�V���$�E�R�X�W���0�6�5�%�¶�V���&�R�Q�W�L�Q�X�L�Q�J���'�L�V�F�O�R�V�X�U�H���6�X�E�P�L�V�V�L�R�Q���3�U�R�F�H�V�V 
Questions and answers about how annual/periodic and event filings from municipal bond issuers will be 
collected by the MSRB for posting on EMMA. 
 

Q: When will the MSRB start to disseminate continuing disclosure information on the EMMA website? 
A: EMMA will disseminate continuing disclosure documents beginning July 1, 2009. 
 

Q: What rule requires issuers and obligated persons to submit annual financial information and other 
continuing disclosure documents for public access on EMMA? 
A: Continuing disclosure submissions to EMMA are based on Securities Exchange Act Rule 15c2-12, 
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Q: How will an agent or obligor register on behalf of an issuer to EMMA? 
A: The registration process for submissions will be done through �W�K�H���0�6�5�%�¶�V���*�D�W�H�Z�D�\�����D���V�H�F�X�U�H���D�F�F�H�V�V��
point for all MSRB applications.  When a party registers as a designated agent or obligor of an issuer, the 
issuer will receive an e-mail from MSRB asking for confirmation that the party is authorized to act on the 
�L�V�V�X�H�U�¶�V���E�H�K�D�O�I�� 
 

Q: What happens next? 
A:  Once the user receives a user ID and password, he or she will log into EMMA to submit continuing 
disclosures, following self-explanatory screens and the EMMA Dataport Manual for Continuing 
Disclosure Submissions.
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29 Municipal Securities Rulemaking Board (MSRB); Electronic Municipal Market Access (EMMA);   
http://emma.msrb.org/ 

 

Q: Does the EMMA website provide notification to submitters ATJ

ET
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Exhibit  IV - Project Annual Schedule of Events 
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http://www.usg.edu/ref/real_ventures/docs/USG_Public_Private_Ventures030110.pdf 
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