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EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Management's Discussion and Analysis
Years Ended June 30, 2016 and 2015

This section of the East Tennessee State University Foundation's annual finaneial report presents a discussion and
analysis of the financial performance of the Foundation during the fiscal year ended June 30, 2016 with comparative
information presented for the fisenl yenrs ended June 30, 2015 and 2014, This discussion has been prepared by
management along with the financial statements and related note diselosures and should be read in conjunction with
the Tinancial statentents and notes, The financial statements, fooinotes, and this discussion dre the responsibility of
management.

Ohverview of the Financial Statements

The financial statements have been prepared in accordance with generally accepled accounting principles s
preseribed by the Governmental Accounting Standards Board (GASBE), which establishes standards for external
financial reporting for public colleges and universities. The financial statements are presented on i consolidated
basis 1o focus on the Foundation as a whole, The full scope of the Foundation®s activities is considered 1 be a
single business-type nctivity, and accordingly, is reported within a single column in the basic finaneial statements,

The Foundation's financial report includes the Statements of Net Position, the Statements of Revenues, Expenses,
and Changes in Net Position, and the Statements of Cash Flows. Notes 1o the lnanciol statements are also presented
to provide additional information that is essential to a full understanding of the financial statements.

The Stntements of Net Position

The Stmements of Net Position are point in time financinl stalements, The Statements of Net Position present the
financial position of the Foundation at the end of each fiscal year, To aid the veader in determining the Foundation’s
ability to meet immediate and [future obligations, the stalements include all assets, liabilities, deferred
outflowsfinflows, and net position of the Foundntion and segregates the assels and liabilities into cuent and
noncurrent components. Current assets are those that are available to satisfy current liabilities, inclusive of assets
that will be converted 1o cash within one year, Current liabilities are those that will be paid within one year. The
Statements of Net Position are prepared under the accrual basis of accounting; assets and liabilities are recognized
when goods or services are provided o received despite when eash is aetually exchanged.

From the data presenied, readers of the statements are nble lo determine the assets available to continue the
operations of the Foundation. They are also able to determine how much the Foundation owes vendors, lenders, and
aihers. Net position vepresents the difference between the Foundation's assets and liabilities, along with the
difference between deferred outllows and deferred nflows, and is one indicator of the Foundation's current financial
condition.

The Statements of Net Position also indicate the availability of nei position for expenditure by the Foundation. Net
position is divided into three major categories. The first eategory, net investment in capital assets, represents the
Foundation's total invesiment in property, plant, and equipment, net of outstanding debt obligations related o these
eapital assets, To the extent debl or deferred inflows of resources has been incurred but nol yet expended for eapital
assets, such amounts are not included. The next category is resiricted net position. which is sub-divided into two
categories, nonexpendable and expendable. Nonexpendable restricted net position includes endowment and similar
resources whose use is limited by donors or ather outside sources and as a condition of the gift, the principal is to be
mainiained in perpetuily. Expencable restricted net position is availuble for expenciture by the Foundation but must
be spent for purposes as determined by donors and/or extemal entities that have placed time or purpose restrictions
on ihe use of the resonrces. The final category 15 unresticted net position. Unrestricted net position is available to
the Foundation for any lawful purpose of the Foundation,



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Management's Disenssion and Analysis (Continued)

The following table summarizes (he Foundation's assets, liabilities, deferred ouflows/inflows, and net posilion at
June 30, 2016, June 30, 2015 and June 30, 2014,

Statements of Net Position
(in thousands of dollars)

2016 2015 2014
Assels:

Current assels 5 1,159 5 612 ] [15

Capital assets, net 21 9 9

Invesiments 87,329 90 b70 03,685

Other asses U597 6385 3614
Total Assels 94,483 98 036 07 423
Linhilities:

Current liabilities 271 B7 94
Total Net Fosition: g 94212 5 97549 5 97,329
Met Position consists of:

Net investment in capital assets § 21 $ 9 3 )

Restricted - nonexpendable 51,860 53087 J4.211

Resiricted - expendable 39 445 41,656 39,168

Unrestricted 2,386 3.197 i

5 94,212 5 97949 § 973129

Comparison of FY 2016 1o FY 2015

Current assets increased due 1o ¢ash held by stockbroker.
Investiments decreased due 1o unrenlized market losses,

Other assets decreased due 10 a reduction in pledges receivable.
Cuprent liabilities inereased due to nmount owed to ETSU at June 30.
MNet position decrensed due to market conditions and losses.

WO W W

Comparison of FY 2015 o FY 2014

b

Current assets increased due 1o cash held by stockbroker.

Investments deereased due 1o unrealized market losses,

Oiher assets increased due to pledges received for the Arts Initiative and Athletic Campnigns,
Current liabilities decreased <due to n reduction in accounts payable nceruals at June 30.

Met position increased due to an increase in pledges receivable.

L



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Management's Discussion and Analysis (Continued)

The Statements of Revenues, Expenses, and Changes in Net Position

The Statements of Revenues, Expenses, and Changes in Net Position present ihe results of operations for each fiscal
year, Revenues and expenses are recognized when eamed or incurred, regardless of when cash is received. The
statements indicate whether the Foundation®s finaneinl condition has improved or deteriorated during ench fiscal
year, The smtements present the revenues received by the Foundation, both operating @and non-operating, and the
expenses paid by the Foundation, aperating and non-operating, mnd any other révenues, expenses, gains, or losses
received or spent by the Foundation.

Generally spenking, operafing revenues are received for providing poads and services to the viriots customers and
constituencies of the Foundatien. Operating expenses are those expenses paid 1o acquire or produce the goods and
services provided in return for the operating revenues, and 10 earry out the mission of the Foundation. Non-
aperating revenues are revenites received for which goods and services are not provided direetly (o the payer,

A summary of ihe Foundation’s revenues, expenses, and changes in et position for the years ended June 30, 2016,
June 30, 2015 and June 30, 2014, follows.

Siatements of Revenues, EKxpenses amd Changes in Nel Position
(in thousands of dollars)

2016 2015 2014

Operating revenues mel expenses:

Operating revenues b3 5080 5 §513 b 3,248

Operating expenses 7655 9331 5385
Operating income (loss) (2,575) 182 __12,107)
Non-operating revenues and expenses:

Investment income 2006 4208 4 036

Unrealized gain (loss) {4.044) (5,622) 8,245

Other revenues (eXpenses) - 17 I
Toial non-opernfing revenues and expenscs (2.638) (1337) 12,292
Income (loss) before other vevennes,

expenses, gains, or losses (5.213) (1,155) LN £
Other revenues, expenses, gaing or losses

Capiial grants and gifis 12 - 653

Additions to permanent endowment 1 dod 1775 3712
Total other revenues, expenses, gaing

or losses 1 476 1,775 4,365
Increase (decrense) in net position {3,737) 620 14,550
Net Position, Beginning of Year _97949 07,329 82,779
Nel Position, End of Year $ 04212 § 97940 $ 9732




EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Management's Discussion and Analysis (Continued)

Comparison of EY 2016 10 FY 2015

w

b e e

Operating revenues decvensed due o a large gift received in FY 2015 for College of Education, n decrease
in giving (o College of Pharmocy and pledges receivable recorded in FY 2015,

Operating expenses decreased due to decreased spending in Collepe of Pharmacy and Capital Projects,
Invesiment income decreased due (o realized losses,

Unrealized losses decrensed due 1o improving markel conditions.

Capital grants and gifts increased due o a gift-in-kind.

Additions 1o permanent endowment deerensed due to large gifis received in FY 2015 for the College of
Education.

Comparison of FY 2015 o FY 2014

#  Operating revenues incrensed due 1o increased giving for Athletics, College of Pharmacy progrims i
Vallevbrook projects.

¥ Operating expenses inereased due 1o new Athlotic progmms, College of Medicing suppont, Valleybrook
VILLAGE project and payments to ETSLL

Z  Investment income increased due 1o interest earnings,

7 Unrealized losses ocourred due 1o declinmg market conditions.

= Capital grants and gifts inereased due to gifls received for the Ans Initiative Capital Campaign and the
Foolball Capital Program.

= Additions to permanent endowmeni decrensed due to large gifts received in FY 2004 for the Aris Tnitintive
Capital Canpaign,

Revenues

The following is 4 geaphie illustention of revenues by source (both operating and nonoperating), which were nsed 1o
fund the Foundntion’s aoperating activities for the years ended June 30, 2006, 2015 and 2014 (amounts are presented

in thousands of dollars).

§10,000 R EVENUR e _
$8,000 EVENUES BY SOURCE
$6.000 -

54,000 = ’_
S (LT o |41 F [
f¢ ;;5_»._“&: .':

52000) | & 3 @“p . B12016
3(4,000) & £ o o "B m2015
: & v & ,59# : 02014
$(6,000) |— ﬁf— f & &
(8 — P
$(8,000) ¢ <° &
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EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Management's Discussion and Analysis (Continued)

Operating Expenses

Operating expenses may be reported by pature or function. The Foundation has chosen o repoit the expenses in
thelr natural classification on the statemients of revenues, expenses, and changes in et position. The following
summarizes the aperting expenses by natural classifications for the last three fiscal yenes (amounts presented in
thousands of dollars).

Operating Expenses

8000
57,000
56,000
55000
SO0
$3.000
$2000 |— C— 02016
51,000 f— —  m2015

- (12014

T ﬁ"’
&
g-'.‘!

During FY 2016 and 2015 approximately 66% and 78% respectively of the Foundation operating expenses was for
supplies and other services.  The remainder of operating expenses is attributed 1o scholarships.,

The Statements of Cash Flows

The Statements of Cash Flows provide information about cash receipts and cash payments during the year. These
staterments also assists users in nssessing the Foundation's ability 1o generate net cosh Mows, its ability to meet is

obligations ns they come due, and its need for external finaneing.



EAST TENMNESSEE STATE UNIVERSITY FOUNDATION
Management's Discussion and Analysis (Continued)

Statements of Cash I'tows
(in thousands of dollars)

2016 2015

Cash provided {used) by:

Operating activities £ (16701 $ 453D

Non-capital financing nctivities | A6d 1,775

Capital and related financing activities - -

[nvesting netivities | 009 1,389
Net inerease (deerease) in cnsh 802 {1,367)
Cash, heginning of year 1,668 3035
Cash, end of year % 2470 3 1668

Material uses of cash were for investments and payments 1o suppliers.

Capital Asset ind Debi Administeation
Cuapital Assets

At June 30, 2016, the Foundation had $21 486 invested in eapital assets, $9 486 at June 30, 2015, and $9.4806 at June
30,2014, net of accumulatee depreciation. Details of these assets are shown below,

Schedule of Capital Assels, Net of Depreciation

{in thousands of dollars)

2016
Land 3 - 5
Buildings *
Construction in process -
Ollier nasets _2|_

3 21 5

2014
$ (22400

3712
457

(2488)
(559)
3,594

§ 3035

Material sources of cash include gifis and receipts from the Medical Edueation Assistance Corporation (MEAC).
MEAC s 0 separate S0 1(c)(3) organization formed for the private practice of physicians working in the ETSL
College of Medicine. According to MEAC Bylaws, excess funds genernted by MEAC are to be used for educational
purposes thraugh the ETSU Foundation. '

The cash position of the Foundation increased by $802.000 during FY 2016 due 16 a decrense in operating expenses
and decreased by 51,367,000 during FY 2015 due 1o an incrense in operaling expenses.

2015 2014
b

9 9

0 b 9

6



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Manngement's Discussion and Analysis (Continued)

It is the policy of the Foundation 10 sell or transfer capital assets to Last Tennessee State University. In FY 2014, a
gift of land was given to the Foundation through an estate gift. This property will be sold and the proceeds used for
educational purposes. In addition the Foundation owns one house tliat is currently being leased 1o the University o
be used for offices.

Eeonomic Faetors That Will Affect the Fature

As with any fund raising organization, giving 1o the Foundation can be greaily affected by extemal factors such as
econoimic conditions, While contributions decreased during FY 2016, the decrense was due 1o decreased pledges
from @ major campaign and reorganization within the Advancement Office. Due 1o increased university emphnsis
and need for fund raising, several new development offieers have been hived and placed in the colleges and schools
to better respond to needs of the colleges/schools as well as focus on stralegio donors. They will also support a
major fund raising campaign that is eurrently in the early planning stages. 1t is anticipated that this reorganization
and inereased emphasis on Fund raising will result in asignificant increase in donations over the coming yems,

During FY 2016, the market experienced severe turbulence. Severe draps in early 2016 were largely offsel by gains
Jater in the year resulting in a relatively flat market for the year. It is anticipated that the market will continue 1o
show continued volatility for the next year.

During FY 2013, the University through the Foundation announced the ETSU Ans Initiative Capital Campaign. A
major objective of the campaign will be the construetion of a new fine arts center for ETSU. A goal 1o raise o
minimum of $10.2 million 1o meet the state matching requirement has been sel. Onee this goal has been met, the
campaign will continue 1o raise additional funds for the expansion of the arts programs of the University.

We are not aware of any other faciors, decisions, or conditions that are expected o have a significant inypact on the
finmcial position ar results of operations during 1his fiseal year,

Reyuests for Information

This Minancial repon is designed to provide a general overview of the Foundation’s finances for all those with an
interest in the Foundation's finances. Questions concerning any of the information provided in this report or
requests Jor additional information should be direcied 1o Dr. David Collins, Chiel Financial Officer, 0. Box
70601, Johnson City, TN 37614,
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' INDEPENDENT AUDITORS' REPORT

To the Board of Dircctors
Fast Tennessee State University Foundation

' We have audited the accompanying [inancinl statements of Hast Tennessee State University Foundation (the
\ “Foundation™ a component unit of Bast Tennessee State University, as of and for the year ended June 30, 2016,

the relnted notes to the financial statements, which collectively comprise the Foundation’s basic financial statements
! as listed in the table of contents.

Management’s Responsibility for the Finanelal Statements

Management is responsible for the prepuration and Fair presentation of these financial statements m accordance with

aceounting principles generally accepted in the United States of America; this includes the design, implementation,

! and mamtenance of internal control relevant to the preparation and fm presentation of linancial statements that are
free from materinl misstatement, whether due to fraud or eror,

) Auditors’ Responsibility

Cur vesponsibility 15 to express an opinion on these finncial statements based on our audit, We conducted our audit

in secordance with auditing smndards generally accepted in the United States of America and the standards

applicable to financial audits contained in Government Auditing Standards. issued by the Comptroller General of the

| United States. Those standards require that we plan and perform the audit lo obiain reasonable assurance about
whether the financial statements are free from material misstlement,

) An audit invelves performing procedures to oblain audit evidence about the amounts and disclosures in the fmancial
statements, The procedures selected depend on the auditors” judgment, including the assessment of the risks of
material misstatlement of the financial statements, whether due 1o Traud or ervor, In making those risk assessments,

] the auditor considers internal control velevant 1o the entity’s preparation and fair presemtation of the financial
statements in order to design audit procedures thint are appropriate in the circumstances, but pot for the purpose of
! expressing an opinion on the effectiveness of the entity's internal control, Accordingly, we express no such opinion.
i An audit also includes evalunting 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
J slatements,

We believe that the audit evidence we have obtained js sufficient and approprinte 16 provide a basis for our audit
I apinion,

Opinion

In our opinion, the (inancial statements referred 1o above present fairly, in all material respects, the financial position

of the Foundation s of June 30, 2016, and the changes in its financial position, and its cash flows for the year then
i ended in accardance with accounting principles generally accepted in the United States of America.

Prior Peviod Finaneial Statements

The financial stutements of the Foundation as of June 30, 2015, were audied by other auditors whose report dated
4 October 30, 2005, expressed an unmadified opinion on those statements.

1 Termossod | Kontucky | Inchans



Other Matlers
Reqiiired Supplemeintary Tnformation

Accounting principles generally accepted in the United States of America require thal the management's discussion
andl analysis on pages |-7 be presented to supplement the basie financial statements. Such information, although net
a part of the basic financial stalemenis, is required by the Governmental Accounting Standards Board, who
considers it to e an essential part of financial reponing for placing the basic financinl statements in an appropriate
operational, economic, or historical context, We have applicd certain limited procedures 16 the required
supplementary information in accordance with auditing standards genernlly aceepled in the United States of
America, which consisted of inquiries of managemem about the methods of preparing the information and
comparing the infarmation for consistency with management's responses o our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on Ihe information because the limited procedures do noi provide us with
sufficient evidence 1o express an opiion or provide any assurance,

Other iforination

Our audit was conducted for the purpose of forming opinions on the financial staiements that collectively coniprise
the Foundation's basie Mnancial statements. The schedule of changes in current restricted funds on pages 29-57 and
the schedule of changes in endowment and similar funds on pages 58-73 are presented for purposes of additional
analysis and are not avequired part of the basic finnmeial statements,

The schedule of changes in current restrieted fumds and the sehedule of changes in endowment and similar funds are
the responsibility of management and were derived from and relate directly 1o the underlying secounting and other
recorcds used to prepare the basie lnancial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additionnl procedures, including
comparing and reconciling such infarmation direetly 1o the underlying accounting and other records used to prepare
the basic financial stalements or 1o the basic financial statements themselves, and other additional procedures in
aceordance with auditing standards genevally accepted in the United States of America. In our opinion, the schedule
of changes in current restricted funds and the schedule of changes in endowment and similar funds are fairly stated,
in all materinl respeets, in relation 1o the basic financial statements as a whole.

Other Reporting Requived by Govermment Awditing Standards

In accardanee with Government Auditing Standards, we have also issued our report dated October 21, 2016, on our
consideration of the Foundation's intermal control over financial reporting and on our tests of its compliance with
certan provisions of laws, regulations, contracts, and grant agreenents and otlier matters, The purpose of that report
is to describe the scope of our testing of internal cantrol over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Gavernment Auditing Standards in considering the
Foundation's internal control over financial reporting and compliance

RKodef e Mossg o710

Kingsport, Tenmessee

Oetober 21, 2016



EAST TENMESSEE STATE UNIVERSITY FOUNDATION

ASSETS
Current Assels
Cash and cash equivalents
Other receivables

Total current assets

Noncurrent Assets
Cash nnd cash equivalents
Pledges receivable (net)
Investments
Other assels
Capilal assets (net)
Total noncurrent asscts

Tatal assets

LIABILITIES
Current Liabilities
Accounts payable

Total habilities

NET POSITION
MNet Investment i capital nssels
Restrieted for
Nonexpendable:
Scholarships and fellowships
Research
[nstructional depmtment uses
Other
Expendable: .
Scholarships and fellowships
Research
Instructional depmtment uses
Capital projects
Other
Unrestricted

Total net position

Tatal liabilities and net position

Sec notes Lo financial stalements,

Statements of Nel Position

June 30, 2016 and 2015

2016 2015
$ 1128837 § 635,894
29,824 35.574
1,158,661 671,468
1341 841 1.032,567
4,619 889 5.340.201
87,329,194 90,970,229
12,118 12,118
2] 486 9,486
— 93324528 97.364.691
§  04483.189 98.036.159
$ 271,197 87333
271,197 87.333
21 486 9,486
40854 816 41.787.173
690,432 714,775
5447788 5465747
4,866,463 5.119.120
13,453,244 14,113,857
330932 354,611
4,232,067 4,501,066
5,773,292 6371 865
15,655,257 16,313,975
2886,215 3.197.151
94,211.992 97,948 826
$  UD44B3IBY § 98036159




EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Statements of Revenues, Expenses, mud Changes in Nel Position
Years Ended June 30, 2016 and 2015

2016 2015
Clperating Revenues
Gifs b 31567399 3 8492273
Other operating revenues 1512138 1,021 684
Total operating revenies 5.079,537 9,513,957
Operating Expenses
Benefits 1,210 1210
Utilities, supplies, and other services 5010,146 7,250,076
Scholarships and fellowships 2643291 2 (080 (406
Total aptraling expenses 7654047 9,331,332
Operating (loss) income (2.575.110) 182,625
MNonopernting Revenues (Losses)
Investment income (net of investment expense
of $146,615 for 2016 & $129,735 for 2015) 20006468 4 284,533
Unrealized losses (4.644 010) (5,621.953)
Net nonopernting losses (2.637.542) (1,337 420)
Loss before other revenues (5.212.652) (1.154.795)
Other Revenues
Capital grans and gifis 12,000 -
Additions to permanent endowment 1463818 1774812
Total other revenues 1475818 1,774 812
{Decrease) merense m nel nssels (3,736,834) 620,017
MNet position, beginning of year 07 MBHE26 U7.328.809
Nel position, end of year $ 94211992 % 07,948 826

See notes to financinl stntements,



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Statements of Cash Flows
Yems Ended June 30, 2016 and 2015

2016 2013
Cash Flows from Operating Activities
Gifis $ 4205006 % 3,504,341
Payments 1o suppliers and vendors (4,866,768 (7.035371)
Payments for benefits {1,210} (1.21m
Payments for scholarships and fellowships (2.520,009) {2 080 0407
Other peceipls (payments) 1,512,138 1,021 684
Net cash flows from operating activities (1.670.844) {4.530.602)
Cash Flows from Non-capital Financing Activities
Private gifls for endowment purposes | 463818 1,774,812
Cash Flows lrom Investing Activitles
Proceeds from sales nod maturities of nivestments 22 200,004 12530278
Income an investments 2038303 4338813
Purchase ol investiments {23.829,154) (15479.921)
Met cash Nows from investing aclivities 1,009,243 1,389,170
MNel inerease (decrense) in cash and cash equivalents B02.217 (1 366,620)
Cash and cash equivalents, beginning of year |.6oRA61 3035081
Cash and cash equivalents, end of year b 2470678 § | 668401
Reconciliation of operating (loss) mcome to net cash flows from
operaling aclivities
Operating (loss) income % (2.575.110) % 182,625
Change in assets and liabilities: .
Pledpes receivable, net 720402 (4.705.976)
Accounts payable 183,804 (7.251)
Mei cash flows from operating aclivities B {1.670.844) 5 (4.530.,602)
Noncash trnsactions
Gifis of capital assets b 12000 % .
Unrealized losses on investmenis b (4.644010) 5 (5.621.953)

See noles o financial stalements.
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BAST TENNESSEE STATE UNIVERSITY FOUNDATION
Motes o Financial Statements
June 30, 2006 and 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity < The East Tennessee State University Foundation (the “Foundation™) is a nonprofit
corporation rechartered in 1977, The Foundation's sole purpose is to solicit and reecive gifis 1o East Tennessee
State University for support of its educational purposes and to the University’s students for pursuit of their
colleginte training,

Fiscal Year End - The East Tennessee State University Foundation operates on a fiseal year ending June 30. All
references in these notes refer to the fiscal year end unless otherwise specified.

Basis of Presentation - The financial statements bave been prepared n conformity: with generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board (“GASB”), The finaneial
statement preseniation provides a comprehensive, entity-wide perspective of the Foundation's assets, liabilities,
net position, revenues, expenses, changes in nel position, and cish Mows,

Measuremen! Focus, Busis of Accounting and Financial Statement Presentation - For financial statement
purposes, the Foundation follows pronouncements issued by GASE due 1o its relationships with East Tennessee
State University nnd lollows the same reporting principles as the University. The University is considered a
special-purpose government engaged only in business-1ype activities. Accardingly, the financial statements have
been prepared using ihe economic resources measurement focus and the acerual basis of accounting. Revenues
are recorded when eamed and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Gilts and similar items are recognized as revenue asg soon as all eligibility requirements
imposed by the provider have been met. All significant interfund transactions have been eliminated.

Amounts reported as operaling revenues include gifis and other sowrces of operating revenue,  Operating
expenses for the Foundation include: 1) salaries and wages, 2) employee benefiis. 3) scholarships and
fellowships, 4) depreciation, and 5) utilities, supplies, and other services, All other activity is hon-operating in
nature, This activity primarily includes investment income as well as all capital gains and losses generaled by
Fountdation investiments.

When both restricted ond unrestricted resources are available for use, generally it is the Foundation's policy ©
use e resivicled resources first.

Contributions - The Foundation aecounts for contribution in accordance with GASBS Mo. 33, Accotnring and
Financial Reporting for Nonexchange Transactions. Under GASBS No. 33, cash el other asset contributions
wre recognized as revenue when four eligibility requirements are met; 1) required chnructeristics of recipienis, 2)
time requirements, 3) reimbursements, and 4) contingencies. Unconditional promises (o give are recogiized a3
receivables and revenue when the same Tour eligibility requirements are met, Contributions of assets other thun
cnsh are recarded at their estimated fair value. Condributions to be recerved after one year are discounted at an
appropriate discount rate commensuvate with the risks involved, Accretion of discounts is recorded as additional
contributions revenne in accordance with donor imposed restrictions, if any, on the contributions. An allowance
for uncollectible contvibutions receivable is provided based upon management's judgment, ineluding sueh factors
as prior collection history. type of contribution, and nature of fund raising activity.

Capital Assets = Capital assets are stated at cost ot the date of ncquisition or fuir value at the date of donation in
the ease of gifts. Depreciation on capital assets is recorded using the straight-line methed.  Donations and
purchases of equipment to be used in the aperations of East Tennessee State University are transferred 1o the
Universily upon acquisition,  Gifls in-kind are primarily valued based on the judgment of the donor,



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Notes 1o Financial Statements (Continued)

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investients - Securities, which are comprised of mutual funds and common trust funds, and U.S, govermment
securities are presented in (he financial statements at aggregate fair value, Investments purchased are recorded nt
cost, and investments received by gift are recorded at fair value at the date of acquisition. Fair value is based on
quoted market prices, if available, or is estimated vsing guoted market prices for similar securities. The
calculation of realized gains o losses is independent of calculation of the net change in the fair value of
investments. Realized gains or losses on Invesiments held in more than one fiseal yem and sold i the current
year are Included a5 a net change in the fair value of investiments reported in prior years and the curvent year.

Cash Equivalenis - For purposes of the Statement of Cash Flows, the Foundation considers all highly liguid
mvestments with maturity of three months or less when purchased o be eash equivalents.  Fair value
approximites cost Tor all such invesiments,

Pooled Tnvestments - The Foundation pools the assets of the curvent and endowment and similar funds for
investment purposes, Investment income and realized and unrealized capital gains and losses are allocaled o the
fund proups based on the relative investment n the fotal pool. The Foundation has adopted the total-return
concept of accounting for the income of endowment funds. Under this eoncept, the governing board may, jna
prudent and rational manier, make a portion of the realized nei gains available for current use. In nccordance
with this policy, the governing baard adopted the following standards eoncerning the distribation of investiment
income and realized capital gains and losses for the years ended June 30, 2016 and June 30, 2015

Distribution Palicy for FY 2016

All investment income and realized capital gains and losses will be distributed in accordance with the Enst
Tenmessee State University Foundation Starement af hvesanenr Palicy dated March 31, 2014,

Investment Income is 1o be disiributed as follows:
1. Investiment income will be deternined by the (ar value method.
2. Each endowment operating account will receive sn mmount equal 1o a specitied % ol the average quarterly

fair values for the three previous calendar years. The amount will be based on the reserve balance at June 30
a5 0 percent of the pverage (air value to be determined as follows:

Reserve Balance as % of Average Fair Value Spending Rate
6.0% and above 5%
30% W 399% 4%
0.0% 10 2.99% 3%

For those accounts that have been open for less than three vears, an average of the pvailable quarterly
balances will be used. For the first year after an endowment has been established, all earnings will be placed
in reserve and no expenditires will be allowed.

3, Should investment income determined by the fair value method specified in #1 and realized capital gains as
discussed in #1 below not be sufficient 1o meet the required payout, the reserve account may be used 1o meet
this requirement, Should an necount not have sufficient reserves, the account will receive only the totl
amouni available, Should an operating account have a negative balance due 1o insufficient income,
projected expenditures for the following year will be reduced by the projected negative balance.

4. Any remaining funds will be reserved for future distribution,

6
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Motes ta Finaneinl Statements (Continued)

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Pooled Investments (Continued)

Realized Capital Gaing are to be distributed as follows:

3,

Should distribution of investment income by the Tair value method pot be sufficient to cover the requirement
specilied in #2 above, ain aimount sufficient Lo meet the requirements will be allocated.

Auny additional capital gains will be distributed 1o the Reserve fund established for cach endowiment account.
Should Tunds In the veserve a1 June 30 exceed 20% of permanent fund balance (total fund balance less
reserves), such funds will be placed in the Board Approved Reserves,

Any cupital logses will be distributed as # reduction ta the endowment corpus if sufficient reserves are nol
availnble.

Digteibution Policy for FY 2015

All fvestment income and realized capital paing and Josses will be distributed in accordance with the East
Tennessee State University Foundation Statement of Iivestment Policy dated December 9, 2010.

Investment Income is (o be distributed as follows:

I
2

T

i,

Investment income will be determined by the fair value method.

Each endowment operating account will receive an amount equal 10 a specified % of the avernge quarterly
fair values for the three previous calendar years. The amount will be based on the reserve balance at June 30
as a pereent of the average fair value to be determined a3 follows;

Reserve Balance as % of Average Fair Value Spending Rate
6.0% and above 4%
3.0% 10 5.99% 3%
0.0% 10 2.90% 2%

For those accounts that have been open for less than three yems, an average of the available quarterly
balances will be used. For the first year after an endowment has been established, all earnings will be placed
in reserve and no expenditures will be allowed,

Should invesiment income determined by the fair value method specified in #1 and realized capital gaing as
discussed in #1 below not be sufficient to meet the required payout, the reserve account may be used 10 meet
this requirement. Should an aceount not have sufficient reserves, the aceount will receive only the total
amount available. Should an operating account have a negative balance due to insufficient income,
projected expenditures for the following year will be reduced by the projected negative balance.

Any remaining Tunds will be reserved for future distribution.

Realized Capital Gains ave o be disiributed as follows:

Shoulkd distribution of investment income by the fair valne method not be sufficient to cover the requirement
specified in #2 above, an amount sufficient to meet the requirements will be allocated.



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Motes 1o Financial Statements {Continoed)

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Pooled Investmends (Continued)

2. Any additional enpital gains will be distiibuted w the Reserve fund established For each endowment account.
Should funds in the reserve at June 30 exceed 20% of permanent fund balance (tolal fund balance less
reserves), such funds will be placed in the Bonrd Approved Reserves,

3, Any capital losses will be distributed a5 o reduction to the endowment corpus.

Support - Pledges are recognized when all eligibility and time requirements have been met.

Net Pasition - The Foundation's net pasition is classified as lollows:

Met Investment in Capital Assets: This represents the Foundation's total invesiment in capital assels, net of
outstanding debt obligations related to those capital assets. To the extent debt has been incurred bul not yel
expended for capital assels, such amounts are not included as a component of net investment in capital assets.
Restricled Net Position - Moncxpendable:  MNonexpendable rvestricted net pogition consist of endownient and
similar type funds in which donors or ather outside sources have stipulnted, as a condition of the gift instrument,

that the principal i to be maintained inviolate and in perpetuity, and invesied for the purpose of producing
present and future incoma, which may be expendable or added to principal.

Restricted MNet Position - Expendable:  Restricted expendable net position includes resources in which the
Foundation is legally or contractually obligated 1o spend resources in accordance with restrictions imposed by
donors or other oside sources.

Unrestricted Net Position: Unrestricted nel position represents resowrces that are available for transactions
relating (o the educational and geneval operations of the Foundation, and may be used at (he discretion of the
Foundation o meel current expenses for any puipose.

Use of Estimates - The preparation of financial statements in conformily with accounting principles generally
aceepted in the United States of Amerien 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 pevenues and expenses during the repotting  periocl.
Accordingly, actual results could differ from those estimates,

New Accounting Pronouncements - The Foundation has adopted the accounting standards which became
effective in the fiscal year ended June 30, 2016,

GASE Statenient No. 72, Fair Value Measurement and Application: This Statement defines fane value and an
investment. It also establishes general principles for mensuring faiy value and standards of accounting and
financial reporting for assets and liabilities mensured at fair value. The adoption of this slandard resulted in
increase investment diselosires as well as reclassifieations of prior year assets.

GASB Statement No. 79, Certain External Investment Pools and Pool Participants: This Statement establishes
pew criteria o continie amoitized cost accounting for certain external investment pools and adds disclosure
requirements  for qualifying pools and their participants. The adoption of this standard resulted in incrense
dizclosures ielated 1o the Foundation™s participation in the Tennessee Local Government Investiment Pool.
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EAST TENNESSEE STATE UNIVERSITY FOUNDATION
MNotes ta Finanein! Statements (Continued)

NOTE | - SUMMARY OF SIGRIFICANT ACCOUNTING POLICIES (Continued)

Date of Management's Review - Management has evaluated events and transactions ocourring subseguent (o
the Statement of Net Position date for items that should potentially be recognized or disclosed in these linancial
sitements. The evaluation was eonducted through the date of the report, which is the dale these financial
stalements were available o be issued.

NOTE 2 - CASH AND CASH EQUIVALENTS

In addition to demand deposits and petty cash on hand, this classification includes instruments which are readily
convertible to known amounts of cash and which hove original maturities of thiee months or less, AL June 30,
2016, cnsh and cash equivalents consists of $218052 in bank accounts, $1,221,273 in the State of Tennessee
Local Government Investment Pool administered by the State Treasurer, and §1.031.353 in cash held by others,
Al June 30, 2015, cash and cash equivalents consists of $82343 in bank accounts, $993.463 in the State of
Temessee Local Government Investment Pool administered by the State Treasurer, and $592,655 in cash held by

others.

The Loeal Governnent Investment Paol (LGIP) is pant of the Pooled Investment Fund administered by the State
Treasurer. The LGIP has not been ruted by a nationally recognized rating agency and its required risk
disclosures are presented in the Siate of Tennessee's Treasnrer's Repert. ‘Thal report is available on the state’s

website at hiip:/fwwwin govitieasury

NOTE 3- INVESTMENTS
The Foundation is nthorized to invest funds in accordance with its board of directors policies. All investments
permitted 10 be reported at fair value under GASE Statement 31 are reported a1 fair value, including those with a
maturity date of one year or less al the time of purchase, unless otherwise noted,

As of June 30, 2016, the Foundation had the following hixed income investments and maturities,

Invesinent Maturities (o Yens)

Muoge fhan No Matuity

Tuvesinwns Type,  FaicVale  lessthanl 1wl Hto 10 10 Dute
Corpormte bonds 5 3200443 5 Tolo?5 5 ZAT6H 5 - % - & -
Mutunl bond Funds 14 555,312 31,105 2737 09064 R 2026035 v
T'otnl 5 1161755 5 Juz 7RG % 585732 % AG80308 5 BO26835 8

As of June 30, 2015, the Foundation had the following fixed income investments nnd maturities,

Investinent Maturities (In Yenrs)

Mone than, _No Maturity.
dpvesument Type Faic Value,  Less thao L lla s Otg 1O HLIS Pate,
Corpomie bongls 5 3786753 5 562873 §5 3223880 3 - & - & -
Mintual bend funde 18073 244 ldad 278 420,302 4,380 000 Q110018 -
“Terknl H 2| B8O 5 7001 & 7644,182 F 4380606 3 9,119,11% & -
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Motes to Financial Statements (Continued)

NOTE 3 - INVESTMENTS (Continued)

Interest Rote Risk In order 1o reduce its exposure o interest rale risk, the Foundation will set limits regarding the
weighted avernge maturily for ench divect investment pool, In the case of federal securities, the weighted average of
all investments should be less than three (3) years,

Credit Rigk Securities are rted using Standaid and Poor's, Moody's, and/or Filch's and are presented below using
the Standard and Poor’s rating seale. The Foundation policy is to limit all divect investments to securities with an
investment rating of no less than A as rated by Moody's and A ns rated by Standard and Poor's.

As of June 30, 2016, the Foundation's fixed income mvestments were rated as follows:

Credit Quality Rating

JnvesinEnt
Type Far Value AAA Ad A Baa =Ban Unrated
Loenl

Ciovemnent
Investment

Paal (LI S 12021 % - & - & - & - - 1221273
Corpormte

bonds 3209443 - 211 84 1 5854065 . 1412,155
Mhutua] band

fn i 14555312 9619501 301,795 114057 1527929  1965,113 .
Total FIR086028 S0AI0501 S 301795 $13527097 53013304 S 1065013 $2631428

Az of Jime 30, 2015, the Foundations fixed income investments were mied as follows:

Credit Quality Rating

Anvestment

Type FairValne  AAA AA A Ban, =Ban Lnpated.
Local

Covermnnent

Investiment

Pool (LGP 5 GN3A6Y & 5 - % b - 5 - 5 9931463
Corpomie

bonds 3,180,753 . 3054 3476239 . .

KMurtual bend

tunds IB073.244  S556,683 1 355 051 2,751 874 2097928 2,411,701

Toinl S22857400 RU556,685 51665565 $0228.018 F2007928 $2311701 5 993463




EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Motes 1o Financial Statements (Continued)

MOTE 3 - INVESTMENTS (Continued)

[nvestments of endowment and similar funds are composed of the following:

Mirtual funds

Corporale bands
Deposits Hekl by Others
CI¥s

Land

Total

Camrying Valiie

June 30,2016 June 30,2015
§ 65005474 5 68292767
3,200,443 3,786,753
13,651 13,651
266222 250,630
69,900 196,580
§ 68650694 $  7254038)
—

Assets of endowment Tunds are pooled on a Fur value basis, with each individual fund subscribing to or disposing
of units on the basis of the value per unit fair value at the beginning of the ealendar quaster within which the
transnction lakes place. Of the tolal units at March 31, 2016, each having a fair value of 509926638089,
64 B00,102.65 units were owned by endowment, mnd 12742278 units were owned by guasi-endowment. Of the
total units at March 31, 2015, ench having o fuir value of $1.1417575585, 6441856323 units were owned by
enclowment, and 265,922 45 unitg were owned by quasi-endowment.

The following tabulations summarize changes in relationships between cost mad Tair values of the pooled assets:

EY 2016 els Fair Vilue
Fair Value Cosl Net Cains (Losses) por Linit,
End of year FEO9T9 508 BROA47.124 5 532384 0.99Z603E(R9
Beginning of year 90 A52 338 B3.275R45 5176393 |.1417575585
Llnrealized ner losses (4,04 [08)
Realized net losses (465 614)
Total net lozses b {5,109,623)
FY 2015 led As Fair Value
Fair Villue Cost et Cains (Lossos per Lnit
Ene of year FHIA52 238 SR5.275 845 3 5,076,303 L 1417575585
Beginning of year 03,143 257 K2384911 10.798.346 11300180213
Linrenlized net losses (5,621 953)
Renlized net gnins 215,761
Total net losses * (3.576,192)

The average mmual earings per unit, exclusive of nel gains, were 5029 for the year ended June 30, 2016 and 3027

for the year ended June 30, 2015,

Fair Value Measurement - The Foundation categorizes its Tair value measurements within the fair value hierarchy

established by generally accepted aceounting principles,

2]



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Notes to Financial Statements {Continued)

NOTE 3 - INVESTMENTS (Continued)
The Foundation has the following recurring and nonrecurring fir value measurements as of June 30, 2016:

Duoted Prices

in Active Rgnitimt Signifieant
; Other
Murkets for Linobservable
! Observable
ldentical Inputs Inputs
Assels

{level 1) (Level 2) {Level 3)

Investments al Far Villue
Delst Securities

Corporate bonds § 3200443 5§ 3209443 § - % .
Mutunl bond Ninds 14555312 14555312 - -
Centificates of deposit 2521357 2521 357 - .
Total debt securities 20,286,112 20.286.112 - -
Equity securities
Mutunl equity funds 58818976 58818976 - -
Onher assefs ol fair value
Real estute 69,900 . - 69,000
Total investments at foir valuc TIU74088 5 79.105088 5 5 69,900

Invesiments at Met Assot Value
Commingled equity funds

Vontobel Aszel Management, Ine 2699124
Copper Rock Capital Partners LLC 2.531,769
Thompson, Sicgal, & Walmsley LLC 2493 584
Real estate funds 143
Tennessee LGP 1221273

Total investmenis af net assei volue 025,793

Investments at Cash Surrender Value

Cash value of life insurnce. 340,686
Tatal investments § 88550467

Total investments consist of investments valued at $87,329,194 and the LGIP valued a §1.221.273 which is
considered a cash and cash equivalent.
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NOTE 3 - INVESTMENTS (Continued)
The Foundation has the following recuring snd nomecurring fair value measurements us of June 30, 2015,

Quoted Prices Significant

m Active y Significant
Murkeis for Othige Linabservahle
o Observable
ldentical Gt Inputs
Asgels P

{Level 1 (Level 2) ALevel 3)

Investments al Fair Vilue
el Securities

Corporate bonds § 37W6TS3 5 36T S - %
Mutual bond funds 18073244 18073244 -
ertificates of deposi 2,500,803 2,500,803 -
Total debt securitics 24,360,800 24,360 BX) 3
Equity securities
Mutual equity funds 56,520,839 56.520.830
Oiher nssets ai fan value
Renl estate 196,580 . . 196,540
Tolal mvestments at fair value B1078.219 5 BOBEI 639 H - $ 196,580

Investments at Nel Asset Value

Commingled equity funds 0,119,015
Real estate funds 451584
Tennessee LGP 903 463

Total invesiments al net asset vulie 10,564 062

Invesinents at Cash Sunender Value

Cash value of life insurance 321411
Total mvestments $ 91963692

Total investnents consist of invesiments valued ot 590,329,194 and the LGIP valued at $993 463 which is
considered a cash and cash equivalent,

Assets clagsified in Level 1 of the fair value hierarchy are valued using prices quoted in active markets for those
securilies. Assets classified in Level 3 of the fair value hierarchy are valued using realtor market analysis,
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Notes to Financial Statements (Continued)

NOTE 3 - INVESTMENTS (Continued)

The valustion method for assets and liabilities measured at the net asset value (NAY) per share (or its equivalent) |s
presented on the following table:

Unfunded Redemplion Freguency  Redemption

Fair Value Conwnitments (il currently eligible)  Motice Period

Commingled cquity funds

Voitobel Assel Management, [ne 2000, 124 . Maonthly 15 Dayvs

Copper Rock Capital Partners 1LLC 2531769 - Maonthly 10 Days

Thompson, Siegal, & Walnsley LLC 2492584 - Muonthly 30 Days
Real estate funds 81,043 . N/A NIA
Tennessee LGIP 1,221,273 . Daily None

Commingled equity funds are considered to be commingled in nature, Each e valued ot the net asset value of
units held at the end of the period based upon the fair value of the underlying investments.

Real estate assets classilied as NAV are in the liguidation stage and expect to be fully liquicated in fiscal year 2017.

LGIP 15 an external investment pool that measures all of ils investments at amortized costs, which is its net asset
value per share. There are no minimum or maximum limitations on withdrawals with the exception of a 24-hour

notification period for withdrawals of 55 million or more,

Endowments - The ETSU Foundation's endowment consists of 527 individual funds established for a variety ol
purposes, Its endowment includes both donor-restricted endowment funds and funds designated by the Board of
Directors to function as endowments. As required by GAAP, net position associated with endowment lunds,
including funds designited by the Board of Directors to function as endowments, are classified and reported
based on the existence ar absence of donor-imposed restrictions,

Interpretation of Relevant Law

The Board of Directors of the ETSU Foundation has interpreted the Uniform Prudent Management of
Institutional Funds Act (the Act) as adopted by Tennessee as preservation of the historical dollar value of the
original gifi. As a result of this interpretation, the ETSU Foundation classifies as permanently restricted net
position (a) the original value of gifts donated to the permanent endowment, (b} the original value of subsequent
gifts to the permanent endowment, and (¢) necumulations (o the penmanent endowment made in aecordance with
the direction of the applicable donor gift instrument ai the tlime the accumulation is added 10 the fund. The
remaining portion of the donor-restricied endowment fund that is not ¢lassified in permanently vestricted net
position is clnssified ns temporarily restricted net position until those amounts ure appropriated for expendilure
by the foundation in n manner consistent with (he standard of prudence preseribed by the Act, In accordance with
the Act, the Foundation considers the following fuctors in making a determination o appropriate or accumunlale
donor-restricted endowment Twids:

1. The duration and preservation of the fund

2. The purposes of the Foundation and the endowment funed

3. General economic condilions

4. The possible effect of inflation or deflation

5. The expected otal return from income and the appreciation of investments
fi.  ODther resources af the Foundation

7. The investment policies of the Foundation



EAST TENNESSEE STATE UNIVERSITY FOUNDATION
Motes to Financial Statements (Continued)

MNOTE 3 - INVESTMENTS (Continued)

Rewrn Obiecuves and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assels that attempt o pravide o
predictable strenm of Tunding 10 programs supported by its endowment while seeking to naintain the purchasing
power of the endowment assels.  Endowment assets imclude those assets of donoi-restricted funds that the
arganizailon must held in perpetuity or for a donor-speeified periad(s) ns well ns board-designated funds, Under
this policy, as approved by the Board of Directors, the endowment assets are mvested in a manner thai is
intended 1o praduce results that over the long termi, will achieve a total return equivalent to or greater than the
Foundntion’s Muancial requirements over the time horizon. The Foundation expects its endowment funds, over
time, to provide an avernge mte of retum of approximately 7 percent annually, Actual returns in any given year
may vary from this amount,

Strategies BEmployed Ior Achieving Objectives

Ta satisfy its long-term rate-of-return . objectives, the Foundation relies on a (otal veturn strategy in which
imvestment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends), The Foundation trgets n diversilied asset allocation that places a greater emphasis on
cojuity-based investiments to achieve its long-term retum objectives within prudent visk restraints,

Spending Policy and How the Invesiment Objectives Relote

The Foundation has a policy of appropriating for distribution each year 3%-5% of the avernge quarterly balance
for the three preceding calendar years depending on the amount of reserve for each endowment. In establishing
this policy, the Foundation considered the long-term expected return on its endowment,  Aceordingly, over the
long-term, the Foundation expects the current spending policy 1o allow its endowment to grow at an average of 4
percent annually. This is consistent with the Foundation’s objective to maintain the purchasing power of the
endowmeni assels held in perpetuity or for a specified term as well as o provide additional real growth through
new gifts and investment retui,

At June 30, 2016, net appreciation of 512,944 937 is available to be spent, of which £5,588 855 15 included in
restricted net position expendable for scholarships and fellowships, 584,235 is included in restricied net position
expendable for research, $704,.852 is included in restricted nel position expendable for instructional departmental
uses, and $6,566.995 is inclided in restricted net position expendable for other purposes,

NOTE 4 - INCOME TAX STATUS

The Internal Revenue Service has ruled (February 19, 1971) that the Foundation is exempt from federal income
tax under Section 501(e)3) of the luternal Revenue Code, Accardingly, no provision for income 1axes has been

made in the accompanying financial siatements.

The Foundation evaluates its uncerlain income tax positions in aecordance with applicable standards, has
eviluated s tx positions, and believes that it has none that are uncertain. Al the statement of net position date,
the Foundation's Form 990s for the current and three preceeding years remained subjeet to examination by the
Internal Revenue Seivice.
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NOTE 5 - RELATED PARTY TRANSACTIONS
East Tennessee State University provides a portion of the facilities and equipment used by the Foundation at no
cost, In addition, certain personnel of the University provide services o the Foundation without charge. The

Foundation received fonds in the amount of $414.000 from the Medical Education Assistance Corparation
(“"MEAC"}, a nonprofit organization that is also affilinted with Fast Tennessee State University,

NOTE 6 - PLEDGES RECEIVABLE

Pledges receivable are summinrized below:

June 30,2016 June 30,2015

Current pledges $ 977399 $ 1 .0G0 935
Pledges due in one to five years 1124995 3406,109
Pledges due after five years 870220 | J4u 50
Subtotal 4972614 5646004
Less allowance for doubtful accounts (85.479) (84.,930)
Less discounts 1o net present value {267 216) (220, 86:4)
Total pledges receivable, net b 4619859 § 5340291

NOTE 7 - CAPITAL ASSETS

Capitl nsset activity for the year ended Tune 30, 2016 was as follows:

Beginning Fndling
Balance Additions Redictions Balance
Assels al cost:

Land b - 5 - 8 = |18 '
Buildings 50000 - - 59,000
Equipment D486 . . SARG
Other Assers - 12000 - 12000
Total assels at cost O ARG 124000 . B0ARG
Less accuimuluted depreciation: 59.000 : = 59,000
Capital assets, net 5 9486 § 12000 § - § 21 A86

Additions consist of a Spinnaker Resort Timeshare at Hilton Head Island, 8C.
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MNotes to Finaneial Statements (Continued)

NOTE 7 - CAPITAL ASSETS (Contfinued)

Capilal asset activity for the year ended June 30, 2015 was as follows:

Hepginning Fuding
Balunce Additions Reductions Bilnnce
Assets al cost:

Land $ - 3 - % 3
Buildings 39,000 39,000
Exjuipment 486 9 A5G
Other Assels . .
Tatal asseis at cost GE ARG 68436
Less acenmulated depreciation: S9.000 - S0 (R))
Capital assets, nel b D486 $ b b 0486

NOTE & - SIGNIFICANT RECLASSIFICATIONS

While preparing these financial statements, it was determined that land and certain life insurance policies.
previously presented as eapital or other assets, shovld have been included In investments and resiricted
nonexpendable other. Also, it was determined that gifts of capital nssets which flow through to the University
should be presented us gifis in operating revenues rather than other revenues, These emors in presentation have

been corrected For all penads presented,

Statement of Net Position

As Previously

Stated
ASSETS
Moncurent Asscts
Casli sumender value of fife insurance b 2145
Investiments 90452238
Coypital asscts, net 206066
NET POSITION
MNet investnenl in capital assets 206,066
Restricted for
Nonexpendable:
Otlier 4522 540

lio As Restated

(321410 §
517891
(196,580

(196580

196 580

90970229
0,486

4506

5119020
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EAST TENMESSEE STATE UNIVERSITY FOUNDATION
Notes to Financial Statements (Continued)

NOTE # - SIGNIFICANT RECLASSIFICATIONS (Continved)

Stmtement of Revenues, Expenses, and Changes in Net Position

As Previously

Sated

Opemting Revenues

Gifts ¥ 7386263

Other aperating revenues 1,005,324
Monoperating Revenues

Investment income, net 4,267 885

Other nonoperaling weveiies 16648
Other Revennes

Capital grants and gifts 1,122,370

Stitenient of Cash Flows

As Previously

Stated
Cash Flows from Operating Activities
Gifts B 2458331
Other receipts 1005324
Met cash flows fromoperating activities {5.652072)
Casl Flows from Capital Financing Activities
Capital grante and gifts L122371

% L0600 §  BA92273
16,360 1021 684

[ G048 4,284,533

(16.648) s

(1.122,370)

Reelassilication As Restated
b3 LIOGOI0 5 3564341
16,361 1021 685

112230 {4.530.601)
(1,122.371) 5
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