ARMSTRONG FOUNDATION OF
GEORGIA SOUTHERN UNIVERSITY, INC.
(previously known as Armstrong State
University Foundation, Inc.)

FINANCIAL STATEMENTS AND
SUPPLEMENTAL SCHEDULE

As of and for the Years Ended June 30, 2018 and 2017

And Report of Independent Auditor

:: Cherry Bekaert"”

CPAs & Advisors



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
TABLE OF CONTENTS

REPORT OF INDEPENDENT AUDITOR .. .ottt ettt 1-2
FINANCIAL STATEMENTS
Statements Of FINANCIAI POSIION .........cuuuuiiiiiiiiieee et e e e e e e e e e e e s e s bt e e e e e seeessab e e e aesersbanaaaes 3
SEALEMENES OF ACHIVILIES . ...iiieeii it e e ettt e e e e e e et et e e eaeseaa b b eseeesesssabaan s eeessssssbaasesesssensnsnns 4-5
StAEMENES OFf CASN FIOWS ....cceveieii et e e e ettt e e e e et e e e e e e e s e e e e bbb e e eseeeessabbn s eeesesesabannsass 6
Notes t0 the FINANCIAl STAtEMENTS..........cevuiiei e e e et s e e e s e e e aa e e e eseeeaabb e eeeseseessabareeeaees 7-16
SUPPLEMENTAL SCHEDULE
Schedule 1 — Management and General EXPENSES .......uuiiiiii it e e s s e e e e s s ree e e e e e e e nnnnnees 17



..‘ Cherry Bekaert™

r/

Report of Independent Auditor

Board of Trustees
Armstrong Foundation of Georgia Southern University, Inc.
Savannah, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of Armstrong Foundation of Georgia Southern
University, Inc. (previously Armstrong State University Foundation, Inc.) (the “Foundation”), an affiliate of
Georgia Southern University (the “University”), which is a unit of the University System of Georgia, which is an
organizational unit of the state of Georgia, which comprise the statements of financial position as of June 30,
2018 and 2017, and the related statements of activities and cash flows for the years then ended, and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Armstrong Foundation of Georgia Southern University, Inc. as of June 30, 2018 and 2017, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplemental schedule of management and general expenses on page 17 which is the responsibility of
management, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. That information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America,
In our opinion, that information is fairly stated in all material respects in relation to the financial statements as a
whole.

O\ngw LLP

Augusta, Georgia
August 30, 2018



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2017

ASSETS

Cash and cash equivalents
Pledges receivable, net
Investments

Total Assets

LIABILITIES AND NET ASSETS
Liabilities:

Accrued liabilities

Due to the University

Total Liabilities

Net Assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total Net Assets

Total Liabilities and Net Assets

2018 2017
3,301,802 $ 2,942,915
1,243,158 1,780,924
10,337,990 9,744,056
14,882,950 $ 14,467,895
5334 $ -
57,582 -
62,916 -
547,454 412,689
8,352,299 8,346,645
5,920,281 5,708,561
14,820,034 14,467,895
14,882,950 $ 14,467,895

The accompanying notes to the financial statements are an integral part of this statement.



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2018

Revenues:
Contributions and support
In-kind contributions
Contributions and Support, net

Investment income
Net realized and unrealized gain
on investments
Net assets released from restrictions
Transfers between restrictions

Total Revenues

Expenses:

Program Expenses:

Scholarships

Donor restricted program support
Support to the University
Fund-raising
Management and general

Total Expenses

Change in net assets
Net assets, beginning of year

Net assets, end of year

Temporarily Permanently 2018

Unrestricted Restricted Restricted Total
$ 23,420 $ 537,239 $ 189,573 $ 750,232
419,484 4,592 - 424,076
442,904 541,831 189,573 1,174,308
36,061 184,315 - 220,376
148,212 673,778 - 821,990
1,351,493 (1,351,493) - -
20,630 (42,777) 22,147 -
1,999,300 5,654 211,720 2,216,674
809,382 - - 809,382
499,582 - - 499,582
20,219 - - 20,219
212,992 - - 212,992
322,360 - - 322,360
1,864,535 - - 1,864,535
134,765 5,654 211,720 352,139
412,689 8,346,645 5,708,561 14,467,895
$ 547,454 $ 8,352,299 $ 5,920,281 $ 14,820,034

The accompanying notes to the financial statements are an integral part of this statement.



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2017

Revenues:
Contributions and support
In-kind contributions
Contributions and Support, net

Investment income
Net realized and unrealized gain
on investments
Net assets released from restrictions
Transfers between restrictions

Total Revenues

Expenses:

Program Expenses:

Scholarships

Donor restricted program support
Support to the University
Fund-raising
Management and general

Total Expenses

Change in net assets
Net assets, beginning of year

Net assets, end of year

Temporarily Permanently 2017

Unrestricted Restricted Restricted Total
$ 85,793 $ 4,321,687 $ 119,813 $ 4,527,293
418,652 55,087 - 473,739
504,445 4,376,774 119,813 5,001,032
36,424 169,118 - 205,542
125,470 536,838 - 662,308
1,271,269 (1,271,269) - -
(5,340) 37,840 (32,500) -
1,932,268 3,849,301 87,313 5,868,882
679,906 - - 679,906
508,743 - - 508,743
48,526 - - 48,526
243,688 - - 243,688
310,916 - - 310,916
1,791,779 - - 1,791,779
140,489 3,849,301 87,313 4,077,103
272,200 4,497,344 5,621,248 10,390,792
$ 412,689 $ 8,346,645 $ 5,708,561 $ 14,467,895

The accompanying notes to the financial statements are an integral part of this statement.



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017

Cash flows from operating activities:
Change in net assets $ 352,139 $ 4,077,103
Adjustments to reconcile change in net assets to net cash
from operating activities:

Contributions restricted for permanent endowments (189,573) (119,813)
Investment income, reinvested (213,000) (202,118)
Net realized and unrealized gain on investments, reinvested (821,990) (662,308)
Changes in assets and liabilities:
Decrease (increase) in contributions receivable 538,819 (1,522,051)
Increase in due to the University 57,582 -
Increase in accrued liabilities 5,334 -
Decrease in prepaid expenses - 10,000
Net cash from operating activities (270,689) 1,580,813

Cash flows from investing activities:

Purchases of investments (87,994) (9,488)
Proceeds from sales of investments 529,050 424,603
Net cash from investing activities 441,056 415,115

Cash flows from financing activities:

Receipts of contributions restricted for permanent endowments 188,520 97,367
Increase in cash and cash equivalents 358,887 2,093,295
Cash and cash equivalents, beginning of year 2,942,915 849,620
Cash and cash equivalents, end of year $ 3,301,802 $ 2,942,915

The accompanying notes to the financial statements are an integral part of this statement. 6



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 1—Summary of significant accounting policies

Nature of Operations — Armstrong Foundation of Georgia Southern University, Inc. (previously known as
Armstrong State University Foundation, Inc.) (the “Foundation”) is a not-for-profit organization that was
organized to receive and administer contributions to promote the cause of higher education for support of
Georgia Southern University (the “University”). The Foundation is an affiliate of the University, which is a unit of
the University System of Georgia, which is an organizational unit of the state of Georgia. The Foundation is also
a cooperative organization of the Board of Regents of the University System of Georgia (the “BOR”) according
to BOR policies. On January 11, 2017 the BOR voted to consolidate Georgia Southern University with
Armstrong State University. The consolidation was effective January 1, 2018 and Armstrong State University
became part of Georgia Southern University. The Board of Trustees of the Foundation legally changed its name
from Armstrong State University Foundation, Inc. to Armstrong Foundation of Georgia Southern University, Inc.,
effective January 1, 2018. The Articles of Incorporation and Bylaws of the Foundation were also amended to
support the Armstrong Campus of Georgia Southern University.

Basis of Accounting — The Foundation’s financial statements have been prepared on the accrual basis of accounting
in accordance with the accounting principles generally accepted in the United States of America (“GAAP").

Cash and Cash Equivalents — Cash and cash equivalents consist of deposits in deposit accounts at authorized
financial institutions.

The Foundation places its cash and cash equivalents on deposit with financial institutions in the United States.
The Federal Deposit Insurance Corporation covers $250,000 for substantially all depository accounts. The
Foundation from time to time may have amounts on deposit in excess of the insured limits. The Foundation had
$3,059,940 as of June 30, 2018, which exceeded these amounts.

Investments — Investments are accounted for at fair value in the accompanying financial statements. Realized
gains or losses on the sale of investments are determined based on the most recent date at which the
investments were adjusted for unrealized appreciation and depreciation. Unrealized gains or losses resulting
from changes in market values are included with realized gains or losses in the financial statements. The
Foundation determines fair values of equity and debt instruments based on quoted market prices. Where
guoted market prices are not available, quoted market prices of comparable instruments or discounted cash flow
methods are used to estimate fair value.

Fair Value of Financial Instruments — The estimated fair values of the Foundation’'s short-term financial
instruments, including cash, cash equivalents, contributions receivable, and accrued liabilities arising in the
ordinary course of business, approximate their individual carrying amounts due to the relatively short period of time
between their origination and expected realization. The fair value of investments is based on quoted market rates.

Pledges Receivable — Pledges receivable are unconditional promises to give that are recognized as
contributions when the promise is received. Pledges receivable that are expected to be collected in less than
one year are reported at net realizable value. Pledges receivable beyond one year are discounted to their
present value using treasury rates consistent with the life of the pledge. An allowance for uncollectible
contributions is necessary as, from time to time, the Foundation may be unable to collect an outstanding pledge
recorded as contributions receivable. The allowance is management’s estimate of the potential future write-offs
of uncollectible contributions and is based on historical write-offs, overdue contributions, and other factors. At
times, pledges receivable include amounts pledged from related or affiliated organizations.



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 1—Summary of significant accounting policies (continued)

In-Kind Support — The Foundation occupies facilities and is provided professional services and supplies by the
University. Such services and supplies from the University totaled $419,484 and $418,652 during the years
ended June 30, 2018 and 2017, respectively, and are recorded as in-kind contributions. The offsetting expense
is split evenly between fund-raising and management and general expense. Other in-kind contributions of
$4,592 and $55,087 during the years ended June 30, 2018 and 2017, respectively, and contributions of tangible
assets were recorded at fair value when received, and are included in contributions. The corresponding
expense is included in donor restricted program support.

Support and Net Assets — Support consists of contributions and other income provided for the benefit of the
University. Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and nature of any donor restrictions. Support that is not restricted by the
donor is reported as an increase in unrestricted net assets. All other donor restricted support is reported as an
increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When a
restriction expires (that is when a stipulated time restriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of
activities as net assets released from restrictions. Unconditional promises to give are recognized as revenue
when the underlying promises are received by the Foundation and are reported as unrestricted, temporarily
restricted, or permanently restricted revenue based on any donor stipulations that limit the use of the donated
asset. Grant revenue is recognized over the term of the grant in accordance with the terms of the agreement.

The Foundation’s net assets are classified as follows:

Unrestricted Net Assets — Unrestricted net assets represent resources derived from gifts, operating, and
nonoperating income. These resources are used for transactions relating to the enhancement of the
University, and may be used at the discretion of the governing board to meet current expenses for those
purposes.

Temporarily Restricted Net Assets — Temporarily restricted net assets include resources in which the
Foundation is legally or contractually obligated to spend resources in accordance with restrictions imposed
by external third parties at the time of contribution. These specified purposes are consistent with the
purpose of the Foundation.

Permanently Restricted Net Assets — Permanently restricted net assets consist of endowment and similar
type funds in which donors or other outside sources have stipulated, as a condition of the gift instrument,
that the principal is to be maintained inviolate and in perpetuity, and invested for the purpose of producing
present and future income, which may either be expended or added to principal. The Foundation may
accumulate as much of the annual net income of an institutional fund as is prudent under the standard
established by Georgia Code Title 44, Chapter 15, the Uniform Prudent Management of Institutional Funds
Act of 2006 (“UPMIFA”"). The Foundation’s spending policy regarding endowed funds is to provide a stable
and predictable revenue stream and ensure the value of the revenue stream over time while maintaining the
real value of the asset.

When an expense is incurred that can be paid using either restricted or unrestricted resources, the Foundation’s
policy is to first apply the expense towards restricted resources and then toward unrestricted resources.

GAAP provides guidance on the net asset classification of donor restricted endowment funds for a not-for-profit
organization that is subject to an enacted version of UPMIFA. UPMIFA is a model act approved by the Uniform
Law Commission formerly known as the National Conference of Commissioners on Uniform State Laws (“ULC")
that serves as a guideline for states to use in enacting legislation.



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 1—Summary of significant accounting policies (continued)

Concentrations of Credit Risk — From time to time, the Foundation receives large pledges and contributions from
a small number of donors that represent a significant portion of recorded pledges receivable and contributions.

Use of Estimates — The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Income Taxes — The Foundation is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. The Foundation is not a private foundation within the meaning of Section 509(a) of the Internal Revenue
Code. The Foundation is subject to federal income tax on unrelated business income. The Foundation has
evaluated the effect of GAAP on Accounting for Uncertainty in Income Taxes. Management believes that the
Foundation continues to satisfy the requirements of a tax-exempt organization. Management has evaluated all
other tax positions that could have a significant effect on the financial statements and determined that the
Foundation had no uncertain income tax positions at June 30, 2018 and 2017.

Future Pronouncements - In August of 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities. This standard changes presentation and
disclosure requirements of not-for-profit entities. The primary changes are decrease in the number of net asset
classes from three to two, reporting of the underwater amounts of donor-restricted endowment funds in net
assets with donor restrictions, continues to allow preparers to choose between the direct method and indirect
method for presenting operating cash flows, requires disclosures of qualitative information on how the not-for-
profit entity manages its liquid available resources and liquidity risks and requires reporting of expenses by
function and nature, as well as an analysis of expenses by both function and nature. This standard will be
effective for the year ending June 30, 2019.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers. ASU 2014-09 clarifies
the principles for recognizing revenue and develops a common revenue standard under GAAP under which an
entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.
ASU 2014-09 is effective for the Foundation for the year ending June 30, 2020. The Foundation is currently
evaluating the effect of the implementation of this new standard.

In August 2018, the FASB issued ASU 2018-08, Not-for-Profit Entities: Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Made. ASU 2018-08 provides guidance on determining
whether a transaction should be accounted for as a contribution or as an exchange transaction. It also provides
better guidance on determining whether a contribution is conditional. ASU 2018-08 is effective for the
Foundation for the year ending June 30, 2020. The Foundation is currently evaluating the effect of the
implementation of this new standard.



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 2—Pledges receivable

Unconditional promises to give are recorded as receivables and revenue when received. The Foundation
distinguishes between contributions received for each net asset category in accordance with donor-imposed
restrictions. Pledges are recorded after being discounted to the anticipated net present value of the future cash
flows. Pledges receivable with due dates extending beyond one year are discounted using Treasury Bill rates
for similar term investments. The applicable rate at June 30, 2018 and 2017, was 2.73% and 1.89%,
respectively. Contributions receivable consist of the following at June 30:

2018 2017

Due in less than one year $ 445,800 $ 616,199

Due in one to five years 838,000 1,258,650

Total contributions receivable 1,283,800 1,874,849
Less:

Allowance for uncollectible pledges (9,035) (49,954)

Discount to net present value (31,607) (43,971)

Net contributions receivable $ 1,243,158 $ 1,780,924

Note 3—Investments

The Foundation maintains an investment policy which fosters sound and prudent judgment in the management
of assets to ensure safety of capital consistent with the fiduciary responsibility the Foundation has to its donors.
All investments are consistent with donor intent and applicable federal and state laws.

The carrying value of the Foundation’s investments was $10,337,990 and $9,744,056 at June 30, 2018 and
2017, respectively, which is materially the same as fair value. At June 30, 2018 and 2017, investments are
comprised of the following:

2018 2017
Cash, deposits, and money market funds $ 269,078 $ 350,029
Mutual funds - 35,070
Common stocks 7,067,314 6,923,485
Exchange traded funds 1,447,423 1,022,568
Corporate debt securities 1,554,175 1,352,768
Government debt securities - 60,136

$ 10,337,990 $ 9,744,056

10



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 4—Fair value measurements

The Foundation has adopted the provision of FASB Accounting Standards Codification 820, Fair Value
Measurements and Disclosures, which requires fair value measurement be classified and disclosed in one of
the following three categories (“Fair Value Hierarchy”):

Level 1 —

Level 2 —

Level 3 -

Quoted prices are available in active markets for identical investments as of the reporting date.
The type of investments which would generally be included in Level 1 include listed equity
securities, mutual funds, and money market funds. As required by GAAP, the Foundation, to
the extent that it holds such investments, does not adjust the quoted price for these
investments, even in situations where the Foundation holds a large position and a sale could
reasonably impact the quoted price.

Pricing inputs are observable for the investments, either directly or indirectly, as of the reporting
date, but are not the same as those used in Level 1; inputs include comparable market
transactions, pricing of similar instruments, values reported by the administrator, and pricing
expectations based on internal modeling. Fair value is determined through the use of models or
other valuation methodologies. The types of investments which would generally be included in
this category include publicly-traded securities with restrictions on disposition, corporate
obligations, and United States Government and Agency Treasury Inflation Indices.

Pricing inputs are unobservable for the investment and include situations where there is little, if
any, market activity for the investments. The types of investments which would generally be
included in this category include debt and equity securities issued by private entities and
partnerships. The inputs into the determination of fair value require significant judgment or
estimation. Inputs include recent transactions, earnings forecasts, market multiples, and future
cash flows.

11



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 4—Fair value measurements (continued)

The table below summarizes the valuation of the Foundation’s financial assets measured at fair value on a
recurring basis as of June 30, 2018, based on the level of input utilized to measure fair value:

Measurement at Fair Value on a Recurring Basis

Fair Value Measurements at June 30, 2018

Level 1 Level 2 Level 3 Total
Investments:
Equities:
Common stocks - basic materials $ 212,435 $ - $ - $ 212,435
Common stocks - conglomerates 336,277 - - 336,277
Common stocks - consumer goods 963,724 - - 963,724
Common stocks - financial 750,542 - - 750,542
Common stocks - healthcare 628,706 - - 628,706
Common stocks - industrial goods 913,128 - - 913,128
Common stocks - services 1,060,145 - - 1,060,145
Common stocks - technology 1,353,784 - - 1,353,784
Common stocks - energy 680,877 - - 680,877
Common stocks - other @ 167,696 - - 167,696
Exchange traded funds 369,920 - - 369,920
Total Equities 7,437,234 - - 7,437,234
Fixed Income:
Corporate bonds - financial - 1,151,670 - 1,151,670
Corporate bonds - technology - 146,903 - 146,903
Corporate bonds - other @ - 255,602 - 255,602
Exchange traded funds 1,077,503 - - 1,077,503
Total Fixed Income 1,077,503 1,554,175 - 2,631,678
Money markets 269,078 - - 269,078
Total investments - recurring basis $ 8,783,815 $ 1,554,175 $ - $ 10,337,990

@  The individual industries included in common stocks — other represents less than 5% of total equity
investments at June 30, 2018. The individual industries in corporate bonds — other represents less than
5% of total fixed income investments at June 30, 2018.

12



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 4—Fair value measurements (continued)

The table below summarizes the valuation of the Foundation’s financial assets measured at fair value on a
recurring basis as of June 30, 2017, based on the level of input utilized to measure fair value:

Measurement at Fair Value on a Recurring Basis

Fair Value Measurements at June 30, 2017

Level 1 Level 2 Level 3 Total
Investments:
Equities:
Common stocks - basic materials $ 415,900 $ - $ - $ 415,900
Common stocks - conglomerates 459,695 - - 459,695
Common stocks - consumer goods 842,459 - - 842,459
Common stocks - financial 979,270 - - 979,270
Common stocks - healthcare 681,598 - - 681,598
Common stocks - industrial goods 756,816 - - 756,816
Common stocks - services 924,558 - - 924,558
Common stocks - technology 1,142,944 - - 1,142,944
Common stocks - energy 550,245 - - 550,245
Common stocks - other @ 170,000 - - 170,000
Exchange traded funds 78,340 - - 78,340
Total Equities 7,001,825 - - 7,001,825
Fixed Income:
Corporate bonds - financial - 1,136,748 - 1,136,748
Corporate bonds - other @ - 216,020 - 216,020
Government bonds - 60,136 - 60,136
Mutual funds 35,070 - - 35,070
Exchange traded funds 944,228 - - 944,228
Total Fixed Income 979,298 1,412,904 - 2,392,202
Money markets 350,029 - - 350,029
Total investments - recurring basis $ 8,331,152 $ 1,412,904 $ - $ 9,744,056

@  The individual industries included in common stocks — other represents less than 5% of total equity
investments at June 30, 2017. The individual industries in corporate bonds — other represents less than
5% of total fixed income investments at June 30, 2017.

All assets have been valued using a market approach. There have been no changes in valuation techniques
and related inputs.

13



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 5—Endowment funds

The Foundation’s endowment fund consists of individual donor restricted endowment funds. The net assets
associated with endowment funds are classified and reported based on the existence or absence of donor-
imposed restrictions.

The Board of Directors of the Foundation has interpreted UPMIFA as requiring the preservation of the fair value
of the original gift as of the gift date of the donor restricted endowment funds absent explicit donor stipulation to
the contrary. As a result of this interpretation, the Foundation classifies as permanently restricted net assets
(a) the original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in accordance with the
direction of the applicable donor gift instrument at the time the accumulation is added to the fund.

The remaining portion of the donor restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for expenditure by
the Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA. In accordance
with UPMIFA, the Foundation considers the following factors in making a determination to appropriate or
accumulate donor restricted endowments funds:

The duration and preservation of the fund

The purposes of the Foundation and the donor restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Foundation

The investment policies of the Foundation

Nogkrwpnr

Endowment net assets consist of the following at June 30, 2018:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor restricted endowment funds $ 119,637 $ 3,788,309 $ 5,873,571 $ 9,781,517
Total endowed net assets $ 119,637 $ 3,788,309 $ 5,873,571 $ 9,781,517

Endowment net assets consist of the following at June 30, 2017:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor restricted endowment funds $ 88,711 $ 3,242,990 $ 5,665,974 $ 8,997,675
Total endowed net assets $ 88,711 $ 3,242,990 $ 5,665,974 $ 8,997,675

14



ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Note 5—Endowments funds (continued)

Changes in endowment net assets for the year ended June 30, 2018, are as follows:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, July 1, 2017 $ 88,711 $ 3,242,990 $ 5,665,974 $ 8,997,675
Contributions - 1,519 185,450 186,969
Investment return:

Investment income 5,058 184,313 - 189,371

Net appreciation 35,367 673,870 - 709,237

Total investment return 40,425 858,183 - 898,608

Reclassifications based on donor intent - 15,214 22,147 37,361
Appropriation of endowment assets

for expenditure (9,499) (329,597) - (339,096)
Endowment net assets, June 30,2018 $ 119,637 $ 3,788,309 $ 5,873,571 $ 9,781,517
Changes in endowment net assets for the year ended June 30, 2017, are as follows:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, July 1, 2016 $ 74,405 $ 2,769,485 $ 5,600,859 $ 8,444,749
Contributions - 14,166 97,615 111,781
Investment return:

Investment income 9,745 169,118 - 178,863

Net appreciation 30,943 536,838 - 567,781

Total investment return 40,688 705,956 - 746,644

Reclassifications based on donor intent (250) 32,500 (32,500) (250)
Appropriation of endowment assets

for expenditure (26,132) (279,117) - (305,249)
Endowment net assets, June 30, 2017 $ 88,711 $ 3,242,990 $ 5,665,974 $ 8,997,675

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor endowment funds may fall below the
value of the initial and subsequent donor gift amounts (deficit). When donor endowment fund deficits exist, they
are classified as a reduction of unrestricted net assets. These deficits resulted from unfavorable market
conditions which resulted in negative investment returns. Subsequent gains that restore the fair value of the
assets of the endowment fund to the required level will be classified as an increase in unrestricted net assets.
There were no deficits of this nature reported in unrestricted net assets as of June 30, 2018 and 2017
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Note 5—Endowments funds (continued)

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing
power of the endowment assets. Endowments assets include those assets of donor restricted funds that the
Foundation must hold in perpetuity or for a donor-specified period and which are currently invested under a long-
term strategy. The goal of the long-term investment program is to provide a real total return from assets invested
that will preserve the purchasing power of capital, while generating an income stream to support the activities of
the funds held by the Foundation. Achievement of the real total return will be sought from an investment strategy
that provides an opportunity for superior total returns within acceptable levels of risk and volatility. For the long-
term, the primary investment objective is to earn a total return (net of investment and custodial fees) within prudent
levels of risk, which is sufficient to maintain in real terms the purchasing power of capital.

Relationship of Spending Policy to Investment Objectives

The Foundation determines the method to be used to appropriate endowment funds for expenditure. The
Foundation has a policy of appropriating for distribution each year, 4.2% for each of the years ended June 30,
2018 and 2017, of a trailing three-year average of the endowment’s total asset value, with the understanding
that this spending rate plus inflation will not normally exceed total return/appreciation. This average should be
moved back six months from the time of current-year calculations for the purpose of spending, with the three
year average being that of either calendar or fiscal year as required for the budgetary process.

Note 6—Related party transactions

The Foundation transferred approximately $1,438,000 and $1,548,000 during the years ended June 30, 2018
and 2017, respectively, to the University for scholarships and other support.

The costs of services rendered by the Advancement Office of the University for fund-raising activities are
primarily borne by the University. These costs are included in the Foundation’s financial statements in in-kind
contributions and fund-raising and management and general expenses and are approximately $419,000 for
each of the years ended June 30, 2018 and 2017.

The Foundation received cash payments and pledges from the Board of Regents - University System of Georgia
Foundation of approximately $98,000 and $136,000 during the years ended June 30, 2018 and 2017,
respectively.

The Foundation received cash payments from Armstrong State University Educational Properties Foundation,
Inc. of $0 and $1,500,000 during the years ended June 30, 2018 and 2017, respectively.

Note 7—Commitments

At June 30, 2018, the Foundation had a commitment $50,000 to a not-for-profit organization for support of a
wellness, education, and community outreach program. The commitment will be fulfilled in the next fiscal year.
The outstanding commitment to be fulfilled at June 30, 2018 was $50,000.

Note 8 —Subsequent events

The Foundation has evaluated subsequent events through August 30, 2018, which was the date which the
financial statements were available to be issued.
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ARMSTRONG FOUNDATION OF GEORGIA SOUTHERN UNIVERSITY, INC. Schedule 1
MANAGEMENT AND GENERAL EXPENSES
YEARS ENDED JUNE 30, 2018 AND 2017
2018 2017

Foundation operations - in-kind support $ 209,742 $ 209,326
Professional fees 44,661 34,532
Office operations 12,560 11,548
Investment fees and expenses 49,870 47,105
Dues and membership fees 1,772 4,802
Insurance 3,755 3,603

Total Management and General Expenses $ 322,360 $ 310,916
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