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~.N Cherry Bekaert”

Report of Independent Auditor

To the Board of Trustees
Georgia Health Sciences Foundation, Inc.
Augusta, Georgia

We have audited the accompanying financial statements of Georgia Health Sciences Foundation, Inc.
(the “Foundation”), which comprise the statement of financial position as of June 30, 2019, and the related
statements of activities, functional expenses, and cash flows for the year 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 audit. 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 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 the Foundation as of June 30, 2019, and the changes in its net assets and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America.



Effect of Adopting New Accounting Standard

As discussed in Note 1, the Financial Accounting Standards Board issued Accounting Standards Update
(“ASU”) 2016-14, Not-For-Profit Entities (Topic 958) — Presentation of Financial Statements of Not-for-Profit
Entities. The update addresses the complexity and understandability of net asset classification, deficiencies in
information about liquidity and availability of resources, and the lack of consistency in the type of information
provided about expenses and investment return. The implementation of the ASU did not impact net assets,
except as discussed in Note 1. Our opinion is not modified with respect to this matter.

Chasy el 120

Augusta, Georgia
September 5, 2019



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2019

ASSETS
Current Assets:
Cash and cash equivalents
Short-term investments
Short-term investments - board designated
Accounts receivable:
Due from Augusta University ("AU")
Due from AU Medical Center, Inc.
Pledges receivable - current portion, net
Prepaid expenses

Total Current Assets

Noncurrent Assets:
Investments
Pledges receivable, net
Real property

Total Noncurrent Assets
Total Assets

LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable
Due to Augusta University
Due to AU Medical Center, Inc.
Annuity payment liabilities - current portion
Deferred grant revenue
Other current liabilities

Total Current Liabilities

Noncurrent Liabilities:
Annuity payment liabilities

Total Noncurrent Liabilities
Total Liabilities

Net Assets:

Without donor restrictions:
Undesignated
Designated by the Board

With donor restrictions:
Purpose restrictions
Perpetual in nature

Total Net Assets

Total Liabilities and Net Assets

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

$

169,538
12,321,595
124,394

892
124,866
1,972,673
138,673

14,852,631

5,177,714
138,873
2,295,000

7,611,587

22,464,218

44,977
290,448
123,743
90,485
190,790
4,276

483,719

159,921

159,921

643,640

4,980,862
124,394

13,964,220
2,751,102

21,820,578

$

22,464,218




GEORGIA HEALTH SCIENCES FOUNDATION, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2019

Revenues:
Gifts and contributions
Change in valuation allowance to
discount pledges to net present value
and provision for uncollectible pledges
net of recoveries

Gifts and contributions, net

Contributed services

Grant revenue

Support from affiliates

Other support

Rent from AU

Investment income, net

Valuation loss - land

Net assets released from restrictions
Transfers between classes of net assets

Total Revenues

Expenses:
Program activities
Fundraising
Management and general

Total Expenses

Change in net assets
Net assets, beginning of year

Net assets, end of year

Without Donor With Donor
Restrictions Restrictions Total

$ 14,054 $ 6,154,529 $ 6,168,583
(60) (69,408) (69,468)
13,994 6,085,121 6,099,115
1,233,272 - 1,233,272
- 573,543 573,543
1,920,612 - 1,920,612
112 403,166 403,278
12,300 - 12,300
379,251 197,944 577,195
(35,775) - (35,775)
7,036,719 (7,036,719) -
(355) 355 -
10,560,130 223,410 10,783,540
7,360,758 - 7,360,758
2,169,054 - 2,169,054
475,293 - 475,293
10,005,105 - 10,005,105
555,025 223,410 778,435
4,550,231 16,491,912 21,042,143
$ 5,105,256 $ 16,715,322 $ 21,820,578

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



GEORGIA HEALTH SCIENCES FOUNDATION, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2019

Program Management Total
Activities and General Fundraising Expenses

Property and equipment $ 2177041  $ 228 $ 50,139 $ 2,227,408
Capital projects 1,640,512 - - 1,640,512
Staff salaries 135,900 240,403 737,331 1,113,634
Scholarships, fellowships and awards 1,025,198 - - 1,025,198
Special events 546,234 8,080 352,256 906,570
Other fund disbursements 661,498 944 16,723 679,165
Supplies and other operating expense 311,417 14,261 343,850 669,528
Employee benefits 126,582 92,028 219,298 437,908
Other personal services 79,313 35,653 159,454 274,420
Faculty salaries 261,627 2,535 - 264,162
Publications and printing 38,445 3,353 152,600 194,398
Dues and memberships 149,474 1,263 24,755 175,492
Travel 77,517 9,801 75,507 162,825
Meals 51,680 885 32,763 85,328
Banking and credit card fees 68,615 9,719 - 78,334
Professional fees - 27,450 - 27,450
Insurance 613 13,238 - 13,851
Repairs and maintenance 4,092 7,950 - 12,042
Rent 5,000 170 4,378 9,548
Property taxes - 7,332 - 7,332

Total Expenses $ 7,360,758 $ 475293 $ 2,169,054 $ 10,005,105

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



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2019

Cash flows from operating activities:
Gifts and contributions
Grants
Cash received from affiliates
Sales and services
Payments to AU and Affiliates for program support
Payments to AU for fundraising expenses
Payments to other suppliers of goods and services
Payments for scholarships and fellowships
Other receipts - rent

Net cash from operating activities

Cash flows from investing activities:
Purchase of investments
Proceeds from sale of investments

Net cash from investing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

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

$

5,551,247
302,347
1,958,898
403,278
(4,738,664
(1,272,694
(131,382
(1,025,198
12,300

~— ~— — ~—

1,060,132

(2,437,814)
1,224,060

(1,213,754)

(153,622)
323,160

$

169,538




GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 1—Summary of significant accounting policies

Nature of Operations — Georgia Health Sciences Foundation, Inc. (the “Foundation”) was established to
contribute to the long-term enhancement of Augusta University (“AU”) and to provide assistance to AU and
Augusta University Medical Center, Inc. (“AUMC”) in their development and fundraising activities. In addition,
the Foundation provides broad advice, consultation, and support to the President of AU and AUMC. The
Foundation is supported primarily through contributions from individuals, corporations, and other nonprofit
foundations. The primary purpose of the fundraising efforts of the Foundation are to support scholarships at
AU, and capital projects and other non-recurring projects at AU and AUMC. The nature of the fundraising
efforts for capital and other non-recurring projects results in fluctuations of total net asset balances due to
funds being raised in advance of capital and other special projects. The Foundation also receives and
manages an endowment for the benefit of AU and AUMC. The Foundation is a cooperative organization of
the Board of Regents of the University System of Georgia. Its mission is to advance the University System of
Georgia, as a whole, consistent with the priorities determined by the Foundation’s Board of Trustees
(“Board”).

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

Cash and Cash Equivalents — Cash and cash equivalents consist of petty cash, demand deposits, and time
deposits in authorized financial institutions, and cash management pools that have the general characteristics
of demand deposit accounts. All highly liquid investments with an original maturity of three months or less are
considered to be cash equivalents.

Investments — Investments in common trust funds and securities with an established market value are carried
at market value. Changes in unrealized gain (loss) on the carrying value of investments are reported as a
component of investment income in the statement of activities. The Board of Regents Short-Term Investment
Pool and Diversified Fund are included in investments.

Accounts Receivable — Accounts receivable include amounts from AUMC, which is an organization affiliated
with AU. Management believes the amounts due are fully collectible.

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. Attimes, pledges receivable include amounts pledged from related or affiliated organizations.

Grant Revenue and Receivable — Revenue from grants is recognized as expenditures are made for approved
activities. Grant revenue related to capital projects is recognized as the projects are completed. Grants
receivable are recorded from time to time for amounts promised from grantors. Deferred revenue is recorded
until amounts are expended for purposes authorized in the grant agreements.



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 1—Summary of significant accounting policies (continued)

In-Kind Contributions and Contributed Services — In-kind contributions are reflected as contributions at their fair
value at the date of donation and are reported as unrestricted support unless explicit donor stipulations specify
how donated assets must be used. The Foundation benefited from donated assets, which have been reported
as contribution revenue and donor restricted program expense in the statement of activities. The Foundation
also receives professional services and supplies from the AU Office of Advancement, which have been recorded
as contributed services revenue and fundraising and general operating expenses in the statement of activities.

Restricted Cash and Investments — Cash and investments that are externally restricted and cannot be used to
pay current liabilities are classified as noncurrent assets in the statement of financial position.

Board Designated Assets — Designated assets represent short-term investments that have been designated
formally by Board action to support purposes as deemed necessary by the Board.

Real Property — Real property consists of land owned by the Foundation and is recorded at the property’s
realizable value which approximates fair market value. The Company evaluates real property for impairment at
least annually or when events occur or circumstances change that would, more likely than not, reduce the fair
value of the real property below its carrying value.

Fixed Assets — Fixed assets are recorded at cost at the date of acquisition, or fair market value at the date of
donation in the case of gifts. For equipment, the Foundation’s capitalization policy includes all items with a unit
cost of $5,000 or more, and an estimated useful life of greater than one year. Renovations to buildings,
infrastructure, and land improvements that exceed $100,000 and/or significantly increase the value or extend
the useful life of the structure are capitalized. Routine repairs and maintenance are charged to operating
expense in the year in which the expense was incurred. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets, generally 40 to 60 years for buildings, 20 to 25 years for
infrastructure and land improvements, and 3 to 20 years for equipment. Residual values will generally be 10% of
historical costs for infrastructure, buildings and building improvements, and facilities and other improvements.

Concentrations of Credit Risk — The Foundation places its cash and cash equivalents on deposit with financial
institutions in the United States. The Federal Deposit Insurance Corporation (FDIC) covers $250,000 for
substantially all depository accounts. The Foundation from time to time may have amounts on deposit in excess
of these insured limits. As of June 30, 2019, the Foundation had $-0- in excess of the insured amount.

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.

Contributions and Net Assets — Unconditional promises to give are recognized as revenue when the underlying
promises are received by the Foundation and are reported as revenue with donor restrictions or revenue without
donor restrictions.
The Foundation’s net assets without donor restrictions are classified as follows:
Undesignated — Funds represent resources derived from gifts, operating and nonoperating income. These
resources are used for transactions relating to the enhancement of AU, and may be used at the discretion of

the governing board to meet current expenses for those purposes.

Designated by the Board — Funds designated by the Board to be used for a specific charitable purpose.



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 1—Summary of significant accounting policies (continued)

The Foundation’s net assets with donor restrictions are classified as follows:

Purpose Restrictions — Funds 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. When donor
restrictions on cash and other assets expire (that is, when a stipulated time restriction ends or purpose
restriction is accomplished), donor restricted net assets are transferred to net assets without restrictions and
reported in the statement of activities as net assets released from restrictions.

Perpetual in Nature — Funds 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 Code Section 44-15-7 of Annotated Code
of Georgia. 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.

U.S. 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 the Uniform Prudent Management of Institutional
Funds Act of 2006 (“UPMIFA”). UPMIFA is a model act approved by the Uniform Law Commission (“ULC”),
formerly known as the National Conference of Commissioners on Uniform State Laws, that serves as a
guideline for states to use in enacting legislation.

Recent Accounting Pronouncements — In August 2016, the Financial Accounting Standards Board (“FASB”)
issued Accounting Standards Update (“ASU”) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of
Financial Statements of Not-for-Profit Entities. The Foundation has adjusted the presentation of its financial
statements accordingly. The new standards change the following aspects of the Foundation’s financial
statements:

e The temporarily restricted and permanently restricted net asset classes have been combined into a
single net asset class called net assets with donor restrictions.
e The unrestricted net asset class has been renamed net assets without donor restrictions.

e The format of the statement of cash flows is presented using the direct method of reporting cash flows
from operations without the reconciliation of the change in net assets to net cash from operating
activities.

o The financial statements include a new statement of functional expenses that presents expenses by
both their nature and function.

e The financial statements include a new disclosure about liquidity and availability of resources (see
Note 3).



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 1—Summary of significant accounting policies (continued)

Income Taxes — The Foundation is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. The Foundation is further classified as a public charity under Section 170(b)(1)(a)(iv). The Foundation is
subject to federal income tax on unrelated business income. The Foundation has evaluated the effect of U.S.
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, 2019.

Use of Estimates — The preparation of financial statements in conformity with U.S. 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.

Future Pronouncements — 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 U.S. 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.

Note 2—Investments at fair value

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.

At June 30, 2019, the carrying value of the Foundation’s investments was $17,623,703 which approximates fair
value. These investments were comprised entirely of funds invested in the Board of Regents Investment Pool
as follows:

Investment pools at fair value:
Board of Regents:

Short-term fund (short-term investments) $ 12,445,989
Balanced income fund 389,644
Total return fund 409,381
Diversified fund (including endowment investments) 4,378,689

Total investments $ 17,623,703

10



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 2—Investments at fair value (continued)

The Board of Regents Investment Pool is not registered with the Securities and Exchange Commission as an
investment company. The fair value of investments is determined daily. The pool does not issue shares.
Each participant is allocated a pro rata share of each investment at fair value along with a pro rata share of
the interest that it earns. Participation in the Board of Regents Investment Pool is voluntary. The Board of
Regents Investment Pool is not rated. Additional information on the Board of Regents Investment Pool is
disclosed in the audited financial statements of the Board of Regents of the University System of Georgia —
Administrative Central Office (oversight unit). This audit can be obtained from the Georgia Department of
Audits — Education Audit Division or on their website at http://www.audits.ga.gov.

The effective duration of the Short-Term Fund at June 30, 2019, is 0.63 years. At June 30, 2019, the
Foundation’s total investment of $12,445,989 in the Short-Term Fund is invested in debt securities. The effective
duration of the Diversified Fund at June 30, 2019, is 4.58 years. At June 30, 2019, of the Foundation’s total
investment of $4,378,689 in the diversified fund, $766,271 is invested in debt securities. The effective duration
of the Balanced Income Fund at June 30, 2019 is 5.22 years. At June 30, 2019, of the Foundation’s total
investment of $389,644 in the balanced income fund, $262,230 is invested in debt securities. The effective
duration of the Total Return Fund at June 30, 2019 is 5.14 years. At June 30, 2019, of the Foundation’s total
investment of $441,548 in the total return fund, $110,942 is invested in debt securities.

The following schedule summarizes the investment return in the statement of activities:

Interest and dividend income $ 412,472
Net realized and unrealized gains 179,400
Expenses (14,677)

Investment income, net $ 577,195

Investment revenues are reported net of related investment expenses in the statement of activities.

Note 3—Liquidity and availability of resources

The Foundation’s financial assets available for general expenditure that is, without donor or other restrictions
limiting their use, within one year of the statement of financial position date are as follows:

Cash and cash equivalents $ 1,725,112
Investments 964,844
$ 2,689,956

As part of the Foundation’s liquidity management, it has a policy to structure its financial assets to be available
as its general expenditures, liabilities, and other obligations come due. For purposes of analyzing resources
available to meet general expenditures over a 12-month period, the Foundation considers all expenditures
related to its ongoing activities of management and general activities and fundraising to be general
expenditures. The Foundation’s program activities expenses consist primarily of donor restricted program
support. The Foundation does not consider donor restricted program support to be part of its general
expenditures.

11



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 4—Functional expenses

The financial statements report certain categories of expenses that are attributable to more than one program of
supporting function in the statement of functional expenses. Therefore, these expenses require allocation on a
reasonable basis that is consistently applied. The expenses that are allocated are allocated on the basis of
estimates of time and effort.

Note 5—Pledges receivable

Pledges receivable consisted of the following at June 30, 2019:

Due in Less Duein Due in More
Than 1 Year 1-5Years Than 5 Years Total
Pledges receivable $ 2,268,901 $ 151,750 $ - 3 2,420,651
Less:
Discount to net present value - (5,290) - (5,290)
Allowance for uncollectible pledges (296,228) (7,587) - (303,815)
Net pledges receivable $ 1,972,673 $ 138,873 $ -9 2,111,546

Pledges with due dates extending beyond one year are discounted to their present value using U.S. Treasury
rates consistent with the life of the pledge, commensurate with the risks involved. The applicable rate at
June 30, 2019, was 1.76%.

Note 6—In-kind contributions

The Foundation receives noncash donations which include equipment, materials, supplies, and other items for
certain events and projects. The value of these donated items that are included in the revenue and the
corresponding expenses for the year ended June 30, 2019 are approximately $1,932,800. The Foundation also
receives support and supplies from the AU Office of Advancement. Such support and supplies totaled
$1,233,272 during the year ended June 30, 2019 and is recorded as contributed services revenue and
fundraising and general operating expenses in the statement of activities.

Note 7—Annuity payment liabilities

Charitable gift annuities are arrangements between a donor and the Foundation in which the donor contributes
assets to the Foundation in exchange for a promise from the Foundation to pay the donor a fixed amount for a
specified period of time. Assets received have been recognized at fair value, and an annuity payment liability
has been recognized at the present value of the future cash flows projected to be paid. Donor restricted
contribution revenue is recognized as the difference between these two amounts as the donor has placed
restrictions on the Foundation's use of its portion of the assets. To calculate the present value of the charitable
gift annuity, the 2012 life expectancy tables (published by the Centers for Disease Control and Prevention) and
discount rates ranging from 2.76% to 4.38% (applicable U.S. Treasury rates at the date of contribution) were
used.

12



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 7—Annuity payment liabilities (continued)

During the year ended June 30, 2016, the Foundation entered into a split-interest agreement. The donor made
an irrevocable contribution of $250,000. The Foundation agreed to pay the donor an annual sum of $22,500
beginning on June 1, 2016, and continuing for the rest of his life. The annual annuity is paid in monthly
installments of $1,875 at the beginning of each month. The Foundation’s obligation to pay the donor terminates
with the monthly payment preceding the donor’s death.

During the year ended June 30, 2016, the Foundation entered into a split-interest agreement. The donor made
an irrevocable contribution of $250,000. The Foundation agreed to pay the donor an annual sum of $22,500
beginning on March 1, 2016, and continuing for the rest of his life. The annual annuity is paid in monthly
installments of $1,875 at the beginning of each month. The Foundation’s obligation to pay the donor terminates
with the monthly payment preceding the donor’s death.

During the year ended June 30, 2012, the Foundation entered into a split-interest agreement. The donor made
an irrevocable contribution of $25,000. The Foundation agreed to pay the donor an annual sum of $1,625
beginning on March 31, 2012, and continuing for the rest of his life. The annual annuity is paid in quarterly
installments of $406 at the end of each quarter. The Foundation’s obligation to pay the donor terminates with the
quarterly payment preceding the donor’s death.

During the year ended June 30, 2011, the Foundation entered into a split-interest agreement. The donor made
an irrevocable contribution of $510,000. The Foundation agreed to pay the donor an annual sum of $43,860
beginning on March 31, 2011, and continuing for the rest of his life. The annual annuity is paid in quarterly
installments of $10,965 at the end of each quarter. The Foundation’s obligation to pay the donor terminates with
the quarterly payment preceding the donor’s death.

At June 30, 2019, long-term investments include $799,015 of assets related to the split-interest agreements. An
annuity payment liability of $250,407 related to the split-interest agreements has been reported separately in the
statement of financial position at June 30, 2019. For the year ended June 30, 2019, gifts and contributions, net
in the statement of activities included a decrease of $63,309 from the split-interest agreements. The change in
valuation of the split-interest agreements for the year ended June 30, 2019, totaled $51,574 and is included in
investment income, net in the statement of activities.

Note 8—Fair value measurements

The Foundation follows the provisions of the FASB Accounting Standards Codification (“ASC”) 820, Fair Value
Measurements and Disclosures, which, among other things, requires enhanced disclosures about investments
that are measured and reported at fair value. U.S. GAAP establishes a fair value hierarchy which prioritizes and
ranks the level of market price observability used in measuring investments at fair value. Market price
observability is impacted by a number of factors, including the type of investment, the characteristics specific to
the investment, and the state of the marketplace (including the existence and transparency of transactions
between market participants). Investments with readily-available actively quoted prices or for which fair value
can be measured from actively-quoted prices in an orderly market will generally have a higher degree of market
price observability and a lesser degree of judgment used in measuring fair value.

13



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 8—Fair value measurements (continued)

Investments measured and reported at fair value are classified and disclosed in one of the following
categories based on inputs:

Level 1 — Quoted prices are available in active markets for identical investments as of the reporting date.

Level 2 —

Level 3 —

The type of investments which would generally be included in Levell include listed equity
securities, mutual funds, and money market funds. As required by U.S. 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 Levell; 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 U.S. 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. For private equity real estate investments, inputs include projected cash flows over
periods of time using rates of return deemed appropriate, information on the physical value of the
property and the sales prices of comparable properties.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy.
In such cases, the determination of which category within the fair value hierarchy is appropriate for any given
investment is based on the lowest level of input that is significant to the fair value measurement. The
Foundation’s assessment of the significance of a particular input to the fair value measurement in its entirety
requires judgment, and considers factors specific to the investment.

14



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 8—Fair value measurements (continued)

The table below summarizes the levels of the U.S. GAAP fair value hierarchy into which the Foundation’s
investments fall as of June 30, 2019, based on the level of input utilized to measure fair value.

Fair Value Measurements at June 30, 2019

Description Level 1 Level 2 Level 3 Total
Board of Regents Investment Pool:
Short-term fund $ - 3 12,445989 $ - $ 12,445,989
Balanced fund income 389,644 - - 389,644
Total return fund 409,381 - - 409,381
Diversified fund 4,378,689 - - 4,378,689
Total investments - recurring basis $ 5177,714  § 12,445989 $ - $ 17,623,703

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

Note 9—Endowment funds

The Foundation’s endowment fund consists of individual donor restricted endowment funds and funds
designated by the Board to function as endowments. The net assets associated with endowment funds,
including those funds designated by the Board to function as endowments, are classified and reported based on
the existence or absence of donor-imposed restrictions.

The Foundation has interpreted the state of Georgia’s enacted version of the UPMIFA as imposing a duty on the
Foundation to use good faith and prudent care in adopting investment and spending policies to preserve
endowment assets while providing income and appreciation to meet the donors’ intention in perpetuity. As a
result of this interpretation, the Foundation classifies as 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.

Donor-restricted amounts not retained in perpetuity are subject to appropriation for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA. The Foundation
considers the following factors in making their determination to appropriate or accumulate donor-restricted
endowment 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 appreciation of investments
Other resources of the Foundation

The investment policies of the Foundation

JegLerz

Where the Board designates unrestricted funds to function as endowments, they are classified as net assets
without donor restrictions.
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Note 9—Endowment funds (continued)

The following tables present the Foundation’s endowment composition, changes, and net asset classifications
as of and for the indicated years.

Endowment net asset composition by type of fund as of June 30, 2019:

With Donor
Restrictions
Donor-restricted endowment funds $ 3,700,334
Total funds $ 3,700,334
Reconciliation of endowment net assets to the statement of financial position:
Endowment net assets included in:
Short-term investments $ 242,747
Long-term investment endowment 3,457,587
Total endowment net assets $ 3,700,334
Changes in endowment net assets for the year ended June 30, 2019:
With Donor
Restrictions
Endowment net assets, July 1, 2018 $ 3,415,448
Contributions 171,189
Investment return:
Investment income 70,430
Net appreciation 75,525
Total investment return 145,955
Net additions to endowments
from donor designation changes 36,507
Appropriation of endowment assets for expenditure (68,765)
Endowment net assets, June 30, 2019 $ 3,700,334

Strategies employed for achieving investment objectives

Endowment 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. There
were no donor endowment funds with deficits as of June 30, 2019. Deficits result from unfavorable market
conditions which resulted in negative investment returns.
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Note 9—Endowment funds (continued)

Return Objectives and Risk Parameters — The Foundation has adopted endowment investment and spending
policies that attempt to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of endowment assets. Endowment 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 appropriation amount is determined as of the calendar
year, six months prior to when it becomes available for expenditure. The rolling average of the preceding five
years’ December 31st market value shall be the basis upon which the spending rate is applied. The target
spending rate shall be 4% of the rolling average market value. There will be a cap on annual spending for each
fund equal to a fixed percentage of average annual total return. Real returns shall be calculated, and defined, as
the trailing average rate of return on the endowment funds for the first five years prior, adjusted by the
Consumer Price Index (“CPI”). The investment committee annually shall establish a percentage payout of no
more than 5% of any endowment fund. All endowed funds shall be subject to an administrative fee equal to 1%
of the rolling average of the preceding five years’ December 31st market value, which fee shall be deducted
before calculating the annual payout. Normally, this would prevent any invasion of the original principal. The
annual payout will be that such payment would not violate the terms of the gift agreement or applicable law.

Note 10—Board designated net assets without donor restrictions

Board designated net assets without donor restrictions consist of funds which are available to support the
following purposes at June 30, 2019:

Short-term investments - Board designated for:
AU Confucius Institute fund $ 124,394

Total short-term investments - Board designated $ 124,394

17



GEORGIA HEALTH SCIENCES FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2019

Note 11—Related party transactions

Effective February 1, 2010, the Foundation entered into an agreement with AU to license the vacant land owned
by the Foundation to AU for its use as additional parking. This agreement calls for monthly payments on an
annual license fee of $10,000. In June 2011, the Foundation renewed the agreement increasing the monthly
fee. This is being recognized on a monthly basis as rental income. Rental income of $12,300 was recognized
for the year ended June 30, 2019.

The costs of services rendered by the AU Office of Advancement for fundraising activities are primarily borne by
AU and AUMC. These costs approximated $1,233,000 for the year ended June 30, 2019 and is included in
contributed services and fundraising and general operating expenses in the statement of activities.

AU has a contract with Georgia Southwestern University and Macon State University which allows nursing
students to attend those schools and in exchange AU pays certain related faculty expenses. The faculty related
costs are included in the Foundation’s financial statements. During the year ended June 30, 2019, no amounts
were paid to AU related to this contractual agreement.

In July 2016, a memorandum of understanding was entered into by the Foundation, the University System of
Georgia Board of Regents, and AUMC, whereby AUMC shall pay the Foundation $500,000 annually as an
affiliation allocation. At June 30, 2019, $500,000 had been billed by the Foundation to AUMC and was included
in support from affiliates in the statement of activities. At June 30, 2019, $83,334 remained as a receivable from
AUMC.

In July 2017, the memorandum of understanding discussed above was amended. The amendment states that in
addition to the $500,000, AUMC will contribute funds to support the annual operating budget of the Augusta
University Office of Advancement. At June 30, 2019, $1,500,566 had been paid by AUMC to the Foundation
pursuant to the amended arrangement. At June 30, 2019, $41,532 remained as a receivable from AUMC.
During the year ended June 30, 2019, the Foundation recorded revenue of $1,420,612 which is included in
support from affiliates without donor restrictions in the statement of activities.

In January 2010, a memorandum of understanding was entered into by the Foundation and AUMC whereby
AUMC will provide up to $15,000 to support a local and state advocacy program managed by the Foundation.
The Foundation received no support from this agreement during fiscal year 2019.

Note 12—Commitments

During the year ended June 30, 2015, the Foundation pledged $2,000,000 to a not-for-profit organization for
support of a youth camp development. The commitment will be fulfilled over five years in increments of
$400,000. The outstanding commitment to be fulfilled at June 30, 2019 was $400,000.

Note 13—Subsequent events

The Foundation has evaluated subsequent events through September 5, 2019, which was the date the financial
statements were available to be issued.
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