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GEORGIA COLLEGE & STATE UNIVERSITY
Management’s Discussion and Analysis

Introduction

Georgia College & State University is one of the 35 institutions of higher education of the
University System of Georgia. The University, located in Milledgeville, Georgia, was founded
in 1889 as Georgia Normal & Industrial College. It later became Georgia State College for
Women (GSCW). In 1969 it became Georgia College and was re-established as a co-
educational institution. In 1995 the Board of Regents of the University System of Georgia
granted Georgia College university status, a new mission, and a new name, “Georgia College
& State University.”

As the State’s designated public liberal arts university, Georgia College & State University is
committed to combining the educational experiences typical of esteemed private liberal arts
colleges with the affordability of public higher education. Georgia College & State University
is a residential learning community that emphasizes undergraduate education and offers
selected graduate programs. In addition, beginning with the 2012 Maymester, Georgia
College & State University began offering a doctoral program in Nursing called “Doctor of
Nursing Practice (DNP).” The faculty is dedicated to challenging students and fostering
excellence in the classroom and beyond. Georgia College & State University seeks to endow
its graduates with a passion for achievement, a lifelong curiosity, and exuberance for living.

The University offers baccalaureate and master's degrees in a wide variety of subjects,
including the Arts and Sciences, Business, Education and Health Sciences, as well as Pre-
Professional studies. This wide range of educational opportunities attracts a highly qualified
faculty and a student body of more than 6,600 students in fiscal year 2012. There are over
6,000 students enrolled on the Milledgeville campus. Fhe-institution-centinues-to-grow—as
s e o e e e

Students Students
Faculty (Headcount) (FTE)

Fiscal Year 2012 305 6,636 6,193
Fiscal Year 2011 337 6,737 6,258
Fiscal Year 2010 253 6,633 6,159

Overview of the Financial Statements and Financial Analysis

Georgia College & State University is proud to present its financial statements for fiscal year
2012. The emphasis of discussions about these statements will be on current year data.
There are three financial statements presented: the Statement of Net Assets; the Statement
of Revenues, Expenses and Changes in Net Assets; and the Statement of Cash Flows. This
discussion and analysis of the University’s financial statements provides an overview of its
financial activities for the year. Comparative data is provided for fiscal year 2012 and fiscal
year 2011.



Statement of Net Assets

The Statement of Net Assets presents the assets, liabilities, and net assets of the University
as of the end of the fiscal year. The Statement of Net Assets is a point of time financial
statement. The purpose of the Statement of Net Assets is to present to the readers of the
financial statements a fiscal snapshot of Georgia College & State University. The Statement
of Net Assets presents end-of-year data concerning Assets (current and noncurrent),
Liabilities (current and noncurrent), and Net Assets (assets minus liabilities). The difference
between current and noncurrent assets will be discussed in the Notes to the Financial
Statements.

From the data presented, readers of the Statement of Net Assets are able to determine the
assets available to continue the operations of the institution. They are also able to
determine how much the institution owes vendors.

Finally, the Statement of Net Assets provides a picture of the net assets (assets minus
liabilities) and their availability for expenditure by the institution. Net assets are divided into
three major categories. The first category, invested in capital assets, net of debt, provides
the institution’s equity in property, plant and equipment owned by the institution. The next
asset category is restricted net assets, which is divided into two categories, nonexpendable
and expendable. The corpus of nonexpendable restricted resources is only available for
investment purposes. Expendable restricted net assets are available for expenditure by the
institution but must be spent for purposes as determined by donors and/or external entities
that have placed time or purpose restrictions on the use of the assets. The final category is
unrestricted net assets. Unrestricted net assets are available to the institution for any lawful
purpose of the institution.



Statement of Net Assets, Condensed

June 30, 2012

June 30, 2011

Assets:

Current Assets $ 26,249,302 $ 26,986,456
Capital Assets, Net 180,255,409 153,419,993
Other Assets 8,484,378 7,946,812
Total Assets $ 214,989,089 $ 188,353,261
Liabiiities:

Current Liabilities $ 10,001,706 $ 12,009,993
Noncurrent Liabilities 139,043,248 108,516,771

Totali Liabiiities

$ 149,044,954

$ 120,526,764

Net Assets:

Invested in Capital Assets, Net of Debt $ 45,340,358 $ 48,917,172
Restricted - Nonexpendable 3,442,174 2,788,349
Restricted - Expendable 5,101,300 5,260,279
Capital Projects - -
Unrestricted 12,060,303 10,860,697
Totai Net Assets $ 65,944,135 $ 67,826,497

The total assets increased by $26,635,828 . A review of the Statement of Net Assets will
reveal that the increase was primarily due to an increase of $26,835,416 in the category of
Capital Assets, Net. There were some small decreases, mainly in receivable categories, that
offset this Capital Assets increase.

The total liabilities increased for the year by $28,518,190 . The combination of the increase
in total assets of $26,635,828 and the increase in total liabilities of $28,518,190 yields a
decrease in total net assets of ($1,882,362). The decrease in total net assets is primarily in
the category of Invested in Capital Assets, Net of Debt, in the amount of ($3,576,814),
which was primarily due to the addition of a capital lease for the Student Wellness and
Recreation Center.

Statement of Revenues, Expenses and Changes in Net Assets

Changes in total net assets as presented on the Statement of Net Assets are based on the
activity presented in the Statement of Revenues, Expenses and Changes in Net Assets. The
purpose of the statement is to present the revenues received by the institution, both
operating and non-operating, and the expenses paid by the institution, operating and non-
operating, and any other revenues, expenses, gains and losses received or spent by the
institution. Generally speaking operating revenues are received for providing goods and
services to the various customers and constituencies of the institution. Operating expenses
are those expenses paid to acquire or produce the goods and services provided in return for
the operating revenues, and to carry out the mission of the institution. Non-operating

4



revenues are revenues received for which goods and services are not provided. For example
state appropriations are non-operating because they are provided by the Legislature to the
institution without the Legislature directly receiving commensurate goods and services for
those revenues.

Statement of Revenues, Expenses and Changes in Net Assets, Condensed

June 30, 2012 June 30, 2011

Operating Revenues $ 74,715905 $ 66,100,134

Operating Expenses 110,688,931 103,445,490

Operating Loss $ (35,973,026) $ (37,345,356)
Nonoperating Revenues and Expenses 33,252,952 35,484,603

Income (Loss) Before other Revenues,

Expenses, Gains or Losses $ (2,720,074) $ (1,860,753)
Other Revenues, Expenses, Gains or Losses 837,712 2,402,613

Increase in Net Assets $ (1,882,362) $ 541,860

Net Assets at Beginning of Year, as Originally

Reported 67,826,497 65,550,888

Prior Year Adjustments - 1,733,749

Net Assets at Beginning of Year, Restated $ 67,826,497 $ 67,284,637

Net Assets at End of Year $ 65,944,135 $ 67,826,497

The Statement of Revenues, Expenses and Changes in Net Assets reflect a decrease in the
net assets at the end of the year, due mainly to capital leases executed for Capital Assets.
Some highlights of the information presented on the Statement of Revenues, Expenses and
Changes in Net Assets are as follows:



Revenue by Source

For the Years Ended June 30, 2012 and June 30, 2011

Operating Revenue
Tuition and Fees
Federal Appropriations
Grants and Contracts
Sales and Services
Auxiliary
Other

Total Operating Revenue

Nonoperating Revenue
State Appropriations
Federal Stimulus - Stabilization Funds
Grants and Contracts
Gifts
Investment Income
Other
Total Nonoperating Revenue

Capital Gifts and Grants

State

Other Capital Gifts and Grants
Total Capital Gifts and Grants

Total Revenues

June 30, 2012

June 30, 2011

$ 45911971 $ 39675512
429,302 473,658
1,758,510 1,623,682

25,846,924 23,760,823
769,198 566,459

$ 74,715905 $ 66,100,134
$ 27,160,310 $ 28,646,012
10,066,614 9,451,912
1,806,708 2,150,934
759,515 375,394
121,536 17,234

$ 39,914,683 $ 40,641,486
592,531 2,356,613
245,181 46,000

$ 837,712 $ 2402613

$ 115,468,300

$ 109,144,233

Expenses (By Functional Classification)
For the Years Ended June 30, 2012 and June 30, 2011

Operating Expenses
Instruction
Research
Public Service
Academic Support
Student Services
Institutional Suppoit
Plant Operations and Maintenance
Scholarships and Fellowships
Auxiliary Enterprises

Total Operating Expenses

Nonoperating Expenses
Interest Expense (Capital Assets)

Total Expenses

June 30, 2012 June 30, 2011
$ 37,289,833 $ 36,928,022
319,848 354,784
601,082 588,664
11,948,913 12,163,725
9,053,102 6,501,310
12,145,545 11,918,721
14,009,376 12,936,823
2,381,426 2,170,102
22,939,806 19,883,339

$ 110,688,931

6,661,731

$ 103,445,490

5,156,883

$ 117,350,662

$ 108,602,373




Operating revenues increased by $8,615,771 in fiscal year 2012. Although Tuition and
Fees included a 15.7% increase, Auxiliary Enterprises had an 8.8% increase, and Sales and
Services realized an 8.3% increase, revenues in Grants and Contracts decreased by 10%.

The Auxiliary revenue increase of $2,086,101 is a result of the changing environment of
residential life on the University's campus. The Freshman residency requirement is in place;
thereby producing related increases in Residence Halls, Food Service and Vending
Operations. Of significance for Auxiliaries are the capital leases that were entered into with
the Georgia College & State University Foundation, LLC, a related party, for the student
residential facilities, parking lot and the Student Activity Center. The University has operated
the student residential facilities under the capital lease since June, 2007. The University has
also entered into a capital lease with the USG Real Estate Foundation |, LLC and the Board
of Regents for Georgia College & State University’'s use of the Campus Theatre and the
Student Wellness & Recreation Center, which opened in Fall 2011.

Non-operating revenues decreased by ($726,803) for the year primarily due to a decrease in
State Appropriations and in Non-operating Grants and Contracts, which were partially offset
by an increase in Federal Stimulus Funds and Investment Income.

The compensation and employee benefits category increased by $704,662 and primarily
affected the Instruction, Auxiliary Enterprises, Plant Operations and Student Services
categories. The increase reflects: a) an increased staff for Auxiliary Enterprises and for Plant
Operations and b) an increased cost of health insurance for employees of the institution.

Utilities decreased by ($21,542) during the past year. The decrease was primarily
associated with cost control efforts of the University during the year.

Statement of Cash Flows

The final statement presented by Georgia College & State University is the Statement of
Cash Flows. The Statement of Cash Flows presents detailed information about the cash
activity of the institution during the year. The statement is divided into five parts. The first
part deals with operating cash flows and shows the net cash used by the operating activities
of the institution. The second section reflects cash flows from non-capital financing
activities. This section reflects the cash received and spent for non-operating, non-investing,
and non-capital financing purposes. The third section deals with cash flows from capital and
related financing activities. This section deals with the cash used for the acquisition and
construction of capital and related items. The fourth section reflects the cash flows from
investing activities and shows the purchases, proceeds, and interest received from investing
activities. The fifth section reconciles the net cash used to the operating income or loss
reflected on the Statement of Revenues, Expenses and Changes in Net Assets.



Cash Flows for the Years Ended June 30, 2012 and 2011, Condensed

June 30, 2012 June 30, 2011

Cash Provided (used) By:
Operating Activities $ (27,443,434 $ (27,875,102}
Non-capital Financing Activities 38,884,268 40,506,981
Capital and Related Financing Activities (11,742,090) {8,157,796)
Investing Activities 183,860 284,541
Net Change in Cash $ (117,396) $ 4,758,624
Cash, Beginning of Year 22,163,674 17,405,050
Cash, End of Year $ 22,046,278 $ 22,163,674

Capital Assets

The University had three significant capital asset additions for facilities in fiscal year 2012.
The Max renovation (done by Sodexo and gifted to the University) was completed, and The
Max was reopened in time for Fall Semester 2011.

Construction of the Student Wellness and Recreation Center was completed and placed into
service early in fiscal year 2012. This project is through a Capital Lease Agreement with the
USG Real Estate Foundation |, LLC and the Board of Regents for the use of Georgia College
& State University. The amount of the project was $29,443,514 and is financed for 30 years
at an interest rate of 5.186%.

Georgia College & State University also completed major renovations on the Herty Science
Academic Building in fiscal year 2012. The $2.3 million for this project was funded by the
Georgia State Financing and Investment Commission (GSFIC). Other renovations funded by
the GSFIC included $1.5 million for buildings and $500,000 for equipment.

For additional information concerning Capital Assets, see Notes 1, 6, 8, and 10 in the Notes
to the Financial Statements.

Long Term Liabilities

Georgia College & State University had Long-Term Liabilities of $140,220,983 which
$3,484,231 was reflected as current liability at June 30, 2012.

For additional information concerning Long-Term Liabilities, see Notes 1 and 8 in the Notes
to the Financial Statements.



Economic Outlook

The University is not aware of any currently known facts, decisions, or conditions that are
expected to have a significant effect on the financial position or results of operations during
this fiscal year beyond those unknown variations having a global effect on virtually all types
of business operations. The University’'s overall financial position is strong. The University
anticipates the current fiscal year will be much like last and will maintain a close watch over
resources to maintain the University’s ability to react to unknown internal and external
issues.

, President
Georgia College & State University




Statement of Net Assets

GEORGIA COLLEGE & STATE UNIVERSITY
STATEMENT OF NET ASSETS
June 30, 2012

June 30, 2012
ASSETS
Current Assets
Cash and Cash Equivalents $ 21,779,357
Short-term Investments N
Accounts Receivable, net (note 3) -
Receivables - Federal Financial Assistance 429,806
Receivables - State General Appropriations Allctment -
Margin Ailocation Funds N -
Receivables - Other 2,768,880
Due From Affiliated Organizations 638,809
Inventories (note 4) 66,008"
Prepaid Items 566,252
Other Assets -
Total Current Assets $ 26,249,302
Noncurrent Assets
Noncurrent Cash $ 266,921"
Short-term Investments =
Investments (Externally Restricted) 3,980,601°
Due from Affiliated Organizations -
Investments 1,764,056 "
Notes Receivable, net 2,472,801
Capital Assets, net (note 6) 180,255,409
Other Assets -
Total Noncurrent Assets $ 188,739,787

TOTAL ASSETS $ 214,989,089
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Statement of Net Assets, Continued

GEORGIA COLLEGE & STATE UNIVERSITY
STATEMENT OF NET ASSETS
June 30, 2012

LIABILITIES
Current Llabllltles
Accounts Payable $ 1497918
Salaries Payable 146,193
Benefits Payable =
Contracts Payable 111,858
Deposits 281,400
Deferred Revenue (note 7) 2,031,202"
Other Liabilities 1,038,314
Deposits Held for Other Organizations 1,360,981
Lease Purchase Obligations {current portion) 1,715,645
Compensated Absences (current portion) 1,768,586 "
US DOE Settlement (current portion) N -
Due to Affiliated Organizations 48,609
Notes and Loans Payable (current portion) -
Total Current Liabilities $ 10,001,706
Noncurrent Llabllitles
Lease Purchase Obligations (noncurrent) $ 136,035,581
Deferred Revenue (noncurrent) 2,306,496
Compensated Absences (noncurrent) 701,17 1

US DOE Settlement { noncurrent) -

Due to Affiliated Organizations

Notes and Loans Payable (noncurrent) -

Other Noncurrent Liabilities -
Total Noncurrent Liabilities $ 139,043,248

TOTAL LIABILITIES $ 149,044,954
NET ASSETS

Invested in Capital Assets, net of related debt $ 45,340,358"

Restricted for -
Nonexpendable 3,442,174"
Expendable 5,101,300
Capital Projects =N

Unrestricted 12,060,303

TOTAL NET ASSETS $ 65944135
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Statement of Revenues, Expenses and Changes in Net Assets

GEORGIA COLLEGE & STATE UNIVERSITY

STATEMENT of REVENUES, EXPENSES, and CHANGES In NET ASSETS

for the Year Ended June 30, 2012

REVENUES

Operating Revenues

Student Tuition and Fees {net of allowance for doubtful accounts)

Less: Scholarship Allowances
Federal Appropriations
Grants and Contracts
Federal
Federal Stimulus
State
Other
Sales and Services
Rents and Royalties
Auxiliary Enterprises
Residence Halls
Bookstore
Food Services
Parking/Transportation
Health Services
Intercollegiate Athletics
Other Organizations
Other Operating Revenues
Total Operating Revenues
EXPENSES
Operating Expenses
Salaries:
Faculty
Staff
Employee Benefits
Other Personal Services
Travel
Scholarships and Fellowships
Utilities
Supplies and Other Services
Depreciation
Total Operating Expenses
Operating Income (loss)

12

52,082,160
(6.170.189):

386,820

42,482
1,758,510
28,430

12,761,710
679,536
6,397,798
1,373,812
1,273,987
2,714,000
646,081
740,768

74,715,905

24,943,391
25,648,381
14,691,821
223,048
935,375
3,208,215
3,964,365
29,356,589

7,717,746"

110,688,931

(35,973,026)




Statement of Revenues, Expenses and Changes in Net Assets, Continued

GEORGIA COLLEGE & STATE UNIVERSITY

STATEMENT of REVENUES, EXPENSES, and CHANGES In NET ASSETS

for the Year Ended June 30, 2012

NONOPERATING REVENUES (EXPENSES)
State Appropriations
Federal Stimulus - Stahilization Funds
Grants and Contracts
Federal
Federal Stimulus
State
Other
Gifts
Investment Income (endowments, auxiliary and other)
Interest Expense (capital assets)
Other Nonoperating Revenues (Expenses)
Net Nonoperating Revenues
Income before other revenues, expenses, gains, or loss
Capital Grants and Gifts
Federal
State
Other
Special ltem - Capital Asset Transfer
Special ltem - Bond Defeasance
Total Other Revenues
Increase in Net Assets
NET ASSETS
Net Assets-beginning of year, as originally reported
Prior Year Adjustments
Net Assets-beginning of year, restated

Net Assets-End of Year

13

27,160,310"

7,101,960
1,784,144
117,051
1,063,459
1,806,708
759,515
(6,661,731)
121,536
33,252,952

(2,720,074)

592,531"
245,181

837,712

(1,882,362)

67,826,497

b ]

67,826,497

65,844,135




Statement of Cash Fiows
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GEORGIA COLLEGE & STATE UNIVERSITY
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and Fees
Federal Appropriations
Grants and Contracts {Exchange)
Sales and Services
Payments to Suppliers
Payments to Employees
Payments for Scholarships and Fellowships
Loans Issued to Students and Employees
Collection of Loans to Students and Employees
Auxiliary Enterprise Charges:

Resldence Halls

Bookstore

Food Services

Parking/Transportation

Health Services

Intercollegiate Athletics

Other Organizations
Other Receipts (payments)

Net Cash Provided (used) by Operating Activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

State Appropriations
Federal Stimulus - Stabilization Funds
Agency Funds Transactions
Gifts and Grants Received for Other Than Capital Purposes
Principal Paid on Installment Debt
Interest Paid on Installment Debt
Other Nonoperating Receipts
Net Cash Flows Provided by Non-capital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Capital Glfts and Grants Received
Proceeds from Sale of Capital Assets
Purchases of Capital Assets
Principal Paid on Capital Debt and Leases
Interest Paid on Capltal Debt and Leases
Net Cash used by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from Sales and Maturities of Investments
Interest on Investments
Purchase of Investments
Net Cash Provided (used) by Investing Activities
Net Increase/Decrease in Cash
Cash and Cash Equivalents - Beginning of year
Cash and Cash Equivalents - End of Year

15

o

45,653,177‘
347,677
1,758,510
(49,014,557)
(52,167,509)
(3,208,215)
(286,257)
441,486

12,324,523
436,278
9,817,259
1,282,360
1,212,561
2,442,736
552,801
963,736

(27,443,434)

27,160,310
116,611
11,607,347
h |

1

$

38,884,268

592,531
7,528"
(5,173,065)

(11,742,090)

2,002,331
126,917
{1,945,388)

183,860

(117,396)
22,163,674

22,046,278




Statement of Cash Flows, Continued

GEORGIA COLLEGE & STATE UNIVERSITY
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2012
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RECONCILIATION OF OPERATING LOSS TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating Income (loss) $ (35973,026)
Adjustments to Reconcile Net Income (loss) to Net Cash
Provided (used) by Operating Activities
Depreciation 7.717,746‘
Change in Assets and Liabilities:
Receivables, net 390,913
Inventories 795
Other Assets 399,026
Prepaid ltems 110,907
Notes Receivable, Net 155,229
Accounts Payable Q1 209,348
Deferred Revenue (1,728,883)
Other Liabilities 214,868
Compensated Absences 59,643 ¥
Net Cash Provided (used} by Operating Activities $ (27,443 ,434)

** NON-CASH INVESTING, NON-CAPITAL FINANCING, AND CAPITAL AND
RELATED FINANCING TRANSACTIONS

Fixed assets acquired by incurring capital lease obligations $ 28,634,390
Non-capital items acquired by incurring capital lease obligations $ 930,158

Change in accounts receivable related to private gifts

Change in receivable from State Agency affecting proceeds of capital debt

Change in fair value of investments recognized as a component of interest income $ 632,598

Change in interest receivable affecting interest received

Bond issuance costs reducing proceeds of long-term debt

Special tem - Capital Asset Transfer

Special ltem - Bond Defeasance

Change in accrued interest payable affecting interest paid _
Amortization of bond issuance costs reducing interest paid

Interast on capital debt paid by State Agency on behalf of University
Principal on capital debt paid by State Agency on behalf of University
Gift reducing proceeds of Gifts and Grants received for other than capital purp‘c')ses 3 400,765
Gift of capital assets reducing proceeds of capital gifts and grants A $ 245,181
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PEACHTREE STATE UNIVERSITY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

Note 1. Summary of Significant Accounting Policies

Nature of Operations

Georgia College & State University serves the state and national communities by providing
its students with academic instruction that advances fundamental knowledge, and by
disseminating knowledge to the people of Georgia and throughout the country.

Reporting Entity

Georgia College & State University is one of thirty-five (35) State-supported member
institutions of higher education in Georgia which comprise the University System of Georgia,
an organizational unit of the State of Georgia. The accompanying financial statements
reflect the operations of Georgia College & State University as a separate reporting entity.

The Board of Regents has constitutional authority to govern, control and manage the
University System of Georgia. This authority includes but is not limited to the power to
designate management, the ability to significantly influence operations, the authority to
control institutions’ budgets, the power to determine allotments of State funds to member
institutions and the authority to prescribe accounting systems and administrative policies for
member institutions. Georgia College & State University does not have authority to retain
unexpended State appropriations (surplus) for any given fiscal year. Accordingly, Georgia
College & State University is considered an organizational unit of the Board of Regents of
the University System of Georgia reporting entity for financial reporting purposes because of
the significance of its legal, operational, and financial relationships with the Board of
Regents as defined in Section 2100 of the Governmental Accounting Standards Board

(GASB) Codification of Governmental Accounting and Financial Reporting Standards.

Legally separate, tax exempt Affiliated Organizations whose activities primarily support units
of the University System of Georgia, which are organizational units of the State of Georgia,
are considered potential Component Units of the State. See Note 16 for additional
information.

Financial Statement Presentation

The financial statements have been prepared in accordance with generally accepted
accounting principles (GAAP) as prescribed by the GASB and are presented as required by
these standards to provide a comprehensive, entity-wide perspective of the University's
assets, liabilities, net assets, revenues, expenses, changes in net assets and cash flows.
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Basis of Accounting

For financial reporting purposes, the University is considered a special-purpose government
engaged only in business-type activities. Accordingly, the University’s financial statements
have been presented using the economic resources measurement focus and the accrual
basis of accounting. Under the accrual basis, revenues are recognized when earned, and
expenses are recorded when an obligation has been incurred. All significant intra-University
transactions have been eliminated.

The University has the option to apply all Financial Accounting Standards Board {(FASB)
pronouncements issued after November 30, 1989, unless FASB conflicts with GASB. The
University has elected to not apply FASB pronouncements issued after the applicable date.

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. This includes the State Investment Pool and
the Board of Regents Short-Term Investment Pool.

Short-Term Investments

Short-Term Investments consist of investments of 90 days - 13 months. This would include
certificates of deposits or other time restricted investments with original maturities of six
months or more when purchased. Funds are not readily available and there is a penalty for
early withdrawal.

Investments

Investments include financial instruments with terms in excess of 13 months, certain other
securities for the production of revenue, land, and other real estate held as investments by
endowments. The University accounts for its investments at fair value. Changes in
unrealized gain {loss) on the carrying value of investments are reported as a component of
investment income in the Statement of Revenues, Expenses and Changes in Net Assets. The
Board of Regents Legal Fund, the Board of Regents Balanced Income Fund, the Board of
Regents Total Return Fund, the Board of Regents Diversified Fund, and the Georgia
Extended Asset Pool are included under Investments.
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Accounts Receivable

Accounts receivable consists of tuition and fees charged to students and auxiliary enterprise
services provided to students, faculty and staff, the majority of each residing in the State of
Georgia. Accounts receivable also includes amounts due from the Federal government, state
and local governments, or private sources, in connection with reimbursement of allowable
expenditures made pursuant to the University’s grants and contracts. Accounts receivable
are recorded net of estimated uncollectible amounts.

Inventories
Georgia College & State University does not maintain an inventory for consumable supplies.
Resale Inventories are valued at cost using the average-cost basis.

Noncurrent 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 Net Assets.

Capital Assets

Capital 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 University'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, which also includes amortization of
intangible assets such as water, timber, and mineral rights, easements, patents,
trademarks, and copyrights, as well as software 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, 10 years for library books, 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.
To obtain the total picture of plant additions in the University System, it is necessary to look
at the activities of the Georgia State Financing and Investment Commission (GSFIC) - an
organization that is external to the System. GSFIC issues bonds for and on behalf of the
State of Georgia, pursuant to powers granted to it in the Constitution of the State of Georgia
and the Act creating the GSFIC. The bonds so issued constitute direct and general
obligations of the State of Georgia, to the payment of which the full faith, credit and taxing
power of the State are pledged.

For projects managed by GSFIC, the GSFIC retains construction in progress on its books
throughout the construction period and transfers the entire project to the University when
complete. For projects managed by the University, the University retains construction in
progress on its books and is reimbursed by GSFIC. For the year ended June 30, 2012,
GSFIC did not transfer any capital additions to Peachtree State University.
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Deposits
Deposits represent good faith deposits from students to reserve housing assignments in a
University residence hall.

Deferred Revenues

Deferred revenues include amounts received for tuition and fees and certain auxiliary
activities prior to the end of the fiscal year but related to the subsequent accounting period.
Deferred revenues also include amounts received from grant and contract sponsors that
have not yet been earned.

Compensated Absences

Employee vacation pay is accrued at year-end for financial statement purposes. The liability
and expense incurred are recorded at year-end as compensated absences in the Statement
of Net Assets, and as a component of compensation and benefit expense in the Statement
of Revenues, Expenses and Changes in Net Assets. Georgia College & State University had
accrued liability for compensated absences in the amount of $2,410,114 as of July 1, 2011.
For fiscal year 2012, $1,779,462 was earned in compensated absences and employees
were paid $1,719,819 for a net increase of $59,643 . The ending balance as of June 30,
2012 in accrued liability for compensated absences was $2,469,757 .

Noncurrent Liabilities

Noncurrent liabilities include (1) liabilities that will not be paid within the next fiscal year; (2)
capital lease obligations with contractual maturities greater than one year; and (3) other
liabilities that, although payable within one year, are to be paid from funds that are
classified as non-current assets.

Net Assets
The University's net assets are classified as follows:

Invested in capital assets, net of related debt: This represents the University's total
investment in capital assets, net of outstanding debt obligations related to those capital
assets. To the extent debt has been incurred but not yet expended for capital assets, such
amounts are not included as a component of invested in capital assets, net of related debt.
The term “debt obligations” as used in this definition does not include debt of the GSFIC as
discussed previously in Note 1 — Capital Assets section.

Restricted net assets - nonexpendable: Nonexpendable restricted net assets consist of
endowment and similar type funds in which donors or other outside sources have stipulated,
as a condition of the gift instrument, that the principal is to be maintained inviolate and in
perpetuity, and invested for the purpose of producing present and future income, which may
either be expended or added to principal. The University 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.
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Restricted net assets - expendable: Restricted expendable net assets include resources in
which the University is legally or contractually obligated to spend resources in accordance
with restrictions imposed by external third parties.

Expendable Restricted Net Assets include the following:

Restricted - E&G and Other Organized

Activities $ 1,325,611
Federal Loans 2,803,991
institutional Loans 971,698

Term Endowments -
Quasi-Endowments -
Heaith Insurance Reserve (USO only) -

Total Restricted Expendable 3 5,101,300

Restricted net assets -~ expendable - Capital Projects: This represents resources for which
the University is legally or contractually obligated to spend resources for capital projects in
accordance with restrictions imposed by external third parties.

Unrestricted net assets: Unrestricted net assets represent resources derived from student
tuition and fees, state appropriations, and sales and services of educational departments
and auxiliary enterprises. These resources are used for transactions relating to the
educational and general operations of the University, and may be used at the discretion of
the governing board to meet current expenses for those purposes, except for unexpended
state appropriations (surplus). Unexpended state appropriations must be refunded to the
Board of Regents of the University System of Georgia, University System Office for
remittance to the Office of the State Treasurer. These resources also include auxiliary
enterprises, which are substantially self-supporting activities that provide services for
students, faculty and staff.

Unrestricted Net Assets includes the following items which are quasi-restricted by
management.

R & R Reserve 3 16,264,838
Reserve for Encumbrances 8,634,686
Reserve for Inventory -
Other Unrestricted (12,839,221)
Total Unrestricted Net Assets $ 12,060,303

When an expense is incurred that can be paid using either restricted or unrestricted
resources, the University's policy is to first apply the expense towards unrestricted
resources, and then towards restricted resources.
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Income Taxes

Georgia College & State University, as a political subdivision of the State of Georgia, is
excluded from Federal income taxes under Section 115(1) of the Internal Revenue Code, as
amended.

Classification of Revenues and Expenses

The Statement of Revenues, Expenses and Changes in Net Assets classify fiscal year activity
as operating and non-operating according to the following criteria:

Operating Revenues: Operating revenue includes activities that have the characteristics of
exchange transactions, such as (1) student tuition and fees, net of scholarship allowances,
(2) certain federal, state and local grants and contracts, and (3) sales and services.

Non-operating revenues: Non-operating revenue includes activities that have the
characteristics of non-exchange transactions, such as gifts and contributions, and other
revenue sources that are defined as non-operating revenue by GASB No. 9, Reporting Cash
Flows of Proprietary and Non-expendable Trust Funds and Governmental Entities That Use
Proprietary Fund Accounting, and GASB No. 34, such as state appropriations and
investment income.

Operating Expenses: Operating expense includes activities that have the characteristics of
exchange transactions.

Non-operating Expenses: Non-operating expense includes activities that have the
characteristics of non-exchange transactions, such as capital financing costs and costs
related to investment activity.

Scholarship Allowances

Student tuition and fee revenues, and certain other revenues from students, are reported at
gross with a contra revenue account of scholarship allowances in the Statement of
Revenues, Expenses and Changes in Net Assets. Scholarship allowances are the difference
between the stated charge for goods and services provided by the University, and the
amount that is paid by students and/or third parties making payments on the students’
behalf. Certain governmental grants, such as Pell grants, and other Federal, state or
nongovernmental programs are recorded as either operating or non-operating revenues in
the University's financial statements. To the extent that revenues from such programs are
used to satisfy tuition and fees and other student charges, the University has recorded
contra revenue for scholarship allowances.

Auxiliary Intercollegiate Athletics revenue of $2,714,000 is reported net of discounts and
allowances of $645,905.
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Note 2. Deposits and Investments

Deposits

The custodial credit risk for deposits is the risk that in the event of a bank failure, the
University's deposits may not be recovered. Funds belonging to the State of Georgia (and
thus the University) cannot be placed in a depository paying interest longer than ten days
without the depository providing a surety bond to the State. In lieu of a surety bond, the
depository may pledge as collateral any one or more of the following securities as
enumerated in the Official Code of Georgia Annotated Section 50-17-59:

1. Bonds, bills, notes, certificates of indebtedness, or other direct obligations of the
United States or of the State of Georgia.

2. Bonds, bills, notes, certificates of indebtedness or other obligations of the counties or
municipalities of the State of Georgia.

3. Bonds of any public authority created by the laws of the State of Georgia, providing
that the statute that created the authority authorized the use of the bonds for this

purpose.
4, Industrial revenue bonds and bonds of development authorities created by the laws
of the State of Georgia.
5% Bonds, bills, certificates of indebtedness, notes or other obligations of a subsidiary

corporation of the United States government, which are fully guaranteed by the
United States government both as to principal and interest and debt obligations
issued by the Federal Land Bank, the Federal Home Loan Bank, the Federal
Intermediate Credit Bank, the Central Bank for Cooperatives, the Farm Credit Banks,
the Federal Home Loan Morigage Association and the Federal National Mortgage
Association.

6. Guarantee or insurance of accounts provided by the Federal Deposit Insurance
Corporation.

The Treasurer of the Board of Regents is responsible for all details relative to furnishing the
required depository protection for all units of the University System of Georgia.

At June 30, 2012, the carrying value of deposits was $22,160,308 and the bank balance
was $23,838,605 . Of the University's deposits, $23,221,850 were uninsured. Of these
uninsured deposits, $3,050,802 were collateralized with securities held by the financial
institution’s trust department or agent in the University's name, $20,171,048 were
collateralized with securities held by the financial institution, by its trust department or
agency, but not in the University’s name, and $0 were uncollateralized.



Investments

Georgia College & State University 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 each institution has to the citizens of Georgia and which
conforms to Board of Regents investment policy. All investments are consistent with donor
intent, Board of Regents policy, and applicable federal and state laws.

The University's investments as of June 30, 2012 are presented below. All investments are
presented by investment type and debt securities are presented by maturity.
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This figure is $211,227


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 - System Office (oversight unit). This audit can be obtained from the Georgia
Department of Audits - Education Audit Division or on their web site at

http://www.audits.ga.gov.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt investments will adversely
affect the fair value of an investment. Through a management agreement, the Georgia
College & State University Foundation, Inc. manages the University's endowment funds. The
Georgia College & State University Foundation's policy for managing interest rate risk, as
adopted by the Investment Committee on April 17, 2008, is:

Fixed Income:

1. Fixed Income investments shall be limited to government, government agency, and
corporate instruments having minimum investment grade credit ratings of “Baa” by
Moody's, “BBB” by Standard & Poor's, unless specifically approved as an exception
by the Committee.

2. Except for government and agency issues, no more than ten (10) percent of the
market value of the portfolio should be invested in any one issue, nor more than
twenty (20) percent of the market value in any one industry, unless specifically
approved as an exception by the Committee.

3. The Asset Allocation guideline for Cash and Cash Equivalents is 5% to 15% of the
investment portfolio and Fixed Income is 25% to 35% of the investment portfolio.

The Effective Duration of the Total Return Fund is 2.93 years. Of the University’s total
investment of $ 2,014,986 in the Total Return Fund, $617,694 is invested in debt

securities.

Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of a failure of the
counterparty to a transaction, the University will not be able to recover the value of the
investment or collateral securities that are in the possession of an outside party. Through a
management agreement, the Georgia College & State University Foundation, Inc. manages
the University's endowment funds. The University's policy for managing Custodial Credit
Risk, as adopted by the Georgia College & State University Foundation's Investment
Committee on April 17, 2008, is:

1. The investment manager(s)'s performance shall be compared regularly with the
performance of the appropriate equity or fixed income market indices, performance
of peers, industry benchmarks and other reasonable peer performance guidelines.

a. Equity management will be expected to achieve at least average total rates of
return, net of fees, over rolling three (3) year periods that equal or exceed the
rates of return of the applicable indices.
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b. Fixed income management will be expected to achieve at least average total
rates of return, net of fees over rolling three (3) year periods that equal or
exceed the Shearson Lehman (now Barclays) Government Corporate Bond
Index.

2. The investment manager(s) can be responsible for custody of securities. If the
investment manager does not generally offer custodial services, the (Investment)
Committee shall name a custodian.

3. All transactions shall be entered into on the basis of best execution, which means
best-realized net price.

At June 30, 2012, $[EESEEIIEH of the University's applicable investments were uninsured
and held by the investment’s counterparty’s trust department or agent, but not in the
University’s name.

Credit Quality Risk

Credit quality risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. Through a management agreement, the Georgia College & State
University Foundation, Inc. manages the University's endowment funds. The University's
policy for managing interest rate risk, as adopted by the Georgia College & State University
Foundation’s Investment Committee on April 17, 2008, is:

1) Fixed income investments shall be limited to government, government agency,
and corporate instruments having a minimum investment grade credit rating of
“Baa” by Moody's, “BBB” by Standard & Poor’s, unless specifically approved as
an exception by the Committee.

2) Except for government and agency issues, no more than ten (10) percent of the
market value of the portfolio should be invested in any one issue, nor more than
twenty (20) percent of the market value in any one industry, unless specifically
approved as an exception by the Committee.

The investments subject to credit quality risk are reflected below:
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Fair Value ABA AA A BE8

Urrated

Related Debt Investments

U S. Agercies $ 42,173 $42173 3 - 8 - % gl

Certificates of Deposit -

Corporate Dettt 138994 5226 2,577 69,719 31,863
General Obligation Bonds -

Mortgage-Backed Securities-Cormmercial -

Muricical Oblizati )

Mut ! Bond Fund -

Repurchase Agreements - Underlying

U S. Agancy Securities

2603

$ 181167 $ 4730 §$ 2577 % 69719 $ 31869 $

2,603

Georgia College & State University had no investments at June 30, 2012, that were subject to
concentration of credit risk or foreign currency risk.

Note 3. Accounts Receivable

Accounts receivable consisted of the following at June 30, 2012:

Student Tuition and Fees $ 137,914
Auxiliary Enterprises and Other Operating Activities 178,481
Federal Financial Assistance 429,806

State General Appropriations Allotment -

Georgia State Financing and investment Commission —

Margin Allocation Funds -

Due from Affiliated Organizations 638,809
Other

$ 3,872,516
Less: Allowance for Doubtful Accounts 34,921
Net Accounts Receivable $ 3,837,595

Note 4. Inventories

Inventories consisted of the following at June 30, 2012:

Bookstore $ 4,904
Food Services -
Physical Plant -
Other 61,194

Total 3 ©66,098
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Note 5. Notes/Loans Receivable

The Federal Perkins Loan Program (the Program) comprises substantially all of the loans
receivable at June 30, 2012. The Program provides for cancellation of a loan at rates of 10%
to 30% per year up to a maximum of 100% if the participant complies with certain
provisions. The Federal government reimburses the University for amounts cancelled under
these provisions. As the University determines that loans are uncollectible and not eligible
for reimbursement by the Federal government, the loans are written off and assigned to the
U. S. Department of Education. The University has provided an allowance for uncollectible
loans, which, in management'’s opinion, is sufficient to absorb loans that will ultimately be
written off. At June 30, 2012, the allowance for uncollectible loans is $0.
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Note 6. Capital Assets

Following are the changes in capital assets for the year ended June 30, 2012:

Capital Assets, Not Being Depreciated:
Land
Capitalized Collections
Construction Worlein-Progress

Total Capital Assets Not Being Depreciated

Capital Assets, Being Depreciated/Amortized:

Infrastructure

Building and Building Improvements
Fadilities and Other Improvements
Equipment

Capital Leases

Library Collections

Capitalized Collections

Water, Timber, and Mineral Rights and
Easements

Patents, Trademearks, and Copyrights
Software

Total Assets Being Depreciated/Amortized

Less: Accumulated Depreciation/Amortization

Infrastructure

Buildings

Fadilities and Other Improvements
Equipment

Capital Leases

Library Collections

Capitalized Collections

Water, Timber, and Mineral Rights and
Easements

Patents, Tradermarks, and Copyrights
Software

A

Beginning Ending
Balances Balance
July 1, 2011 Additions Reductions  June 30, 2012
$ 1380560 $ 1R [ - $ 13689560

56,000 22,000 78,000
4629221 1971738 5,388,567 1,212,392

$ 6054781 $ 1993738 $ 5383567 $ 2659952
$ - $ -
81,924,043 7173602 89,097,645
867,019 867,019
11,530,784 1,837,191 503,046 12,864,929
106908806  28634,390 436,763 135,106,523
8410257 323580 14,846 8719,001
156,300 y Y 156,300
$209797299 $37968773 $ 954655 $ 246811417
$ - 8 - % - 3 -
34,213942 1,965,008 36178950
778,337 778,337
6,921,787 1,076,742 482,264 7,516,265
13918694 4,367,063 436,763 17848994
6,537,942 304,563 14,846 6827,659
61,385 4370 Y 65,755

Total Accumulated Depreciation/Amortization $ 62,432,087

Total Capital Assets, Being
Depreciated/Amortized, Net

Capital Assets, Net

$ 7717746 $ 933873 $ 69215960

$ 147,365,212

$30251,027 $ 20782 $ 177595457

$ 153,419,993

$32244765 $ 5409349 $ 180255400"
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Note 7. Deferred Revenue

Deferred revenue consisted of the following at June 30, 2012:

Prepaid Tuition and Fees $ 1,721,965
Research -
Other Deferred Revenue 309,237

Totals $ 2,031,202

Note 8. Long Term Liabilities

Long-Term liability activity for the year ended June 30, 2012 was as follows:

Beginning Ending
Balance Balance Current
July 1, 2011 Additions Reductions  June 30, 2012 Portion
Leases
Lease Obliggtiors _swneoroxo [ERONENG| INORRRRR] 5157751226 _ $1.715645
Other Liabilities
Conpersated Absences $2410114 $1,779,462 $1,719819 $2460,757  $1,7685%6
US DOE Settlernent - - - - -
Other Liabilities - - - - -
Total 2410114 1,779482 1719819 2460,757 1768586
Tota! Long-Term Obligations $111,104146  $31,864808 $2747971  $140220983  $3484.231

Note 9. Significant Commitments

The University had significant unearned, outstanding, construction or renovation contracts
executed in the amount of $4,052,572 as of June 30, 2012. This amount is not reflected

in the accompanying basic financial statements.

Note 10. Lease Obligations

Georgia College & State University is obligated under various operating leases for the use of
real property (land, buildings, and office facilities) and equipment, and also is obligated
under capital leases and installment purchase agreements for the acquisition of real

property.
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CAPITAL LEASES

Capital leases are generally payable in instaliments ranging from monthly to annually and
have terms expiring in various years between 2013 and 2041. Expenditures for fiscal year
2012 were $ and $6,661,731

represented interest.

Interest rates range from 4.100 percent to
8.138 percent. The following is a summary of the carrying values of assets held under
capital lease at June 30, 2012:

Net, Assets Held Quistanding Balances
Accumulated Under Capital Lease  per lease schedules

Description Gross Amount  Depreciation at June 30, 2012 at June 30, 2012
) () =

Land $ 73H481 - $ 7H48L 0§ 64090
Infrastructure - - - -
Eruiprert 41636 (167.937.00 248449 372965
Ruidngs 1BABED (174874600 usccogy [
Fadilities and Inprovemments 1,261,557 (22.311.00 1,009.246 807,363
Software -
Total Assets Held Under Capital Lease at
Jure30, 2012 $ 1682004 $ (178489 $ 117993010 (*

Certain capital leases provide for renewal and/or purchase options. Generally purchase
options at bargain prices of one dollar are exercisable at the expiration of the lease terms.

Georgia College & State University had three capital leases with related entities in the
current fiscal year. In June 2007, Georgia College & State University entered into a capital
lease of $94,350,650 at 4.715 percent with the Georgia College & State University
Foundation, Inc., a discretely presented component unit, whereby the University leases
Student Housing for a twenty-seven year period that began June 15, 2007, and expires
March 24, 2034. In February 2005, the University entered into a capital lease of
$6,382,006 at 4.10 percent with the Georgia College & State University Foundation, Inc., a
discretely presented component unit, whereby the University leases land and a building
(Student Activity Center) for a twenty-year period that began February 1, 2005, and expires
June 30, 2025. In addition, Georgia College & State University entered into a capital lease
of $1,595,164 at 4.10 percent with the Georgia College & State University Foundation, Inc,
whereby the University leases a Parking facility for a twenty-one year period that began
September 1, 2004, and expires June 30, 2025. The outstanding liability at June 30, 2012
on these capital leases is $92,560,782 for the Student Housing, $4,649,346 for the
Student Activity Center, and $1,147,241 for the Parking facility.



Georgia College & State University also has two additional real property capital leases with
an unrelated party. The University entered into a capital lease for the Campus Theatre for
$9,326,188 at varying interest rates from 4.0 percent to 6.25 percent with the USG Real
Estate Foundation |, LLC and the Board of Regents for Georgia College & State University’s
use of the asset. This capital lease is for a 30 year period that began January 28, 2008. The
University also entered into a capital lease for the Student Wellness & Recreation Center for
$29,443,514 at and interest rate of 5.186 percent with the USG Real Estate Foundation |,
LLC and the Board of Regents for Georgia College & State University’s use of the asset. This
capital lease is for a 30 year period that began August 12, 2010. The cutstanding liability at
June 30, 2012 on these capital leases is $9,428,120 and $29,964,313 respectively. The
University is responsible for operating costs such as repairs and utilities for these leases.

Georgia College & State University also has various capital leases for equipment with an
outstanding balance at june 30, 2012 in the amount of $1,424.

OPERATING LEASES

Georgia College & State University's non-cancellable operating leases having remaining
terms of more than one year expire in various fiscal years from 2012 through 2013;
however the possibility of non-renewal is remote. Certain operating leases provide for
renewal options for periods from one to three years at their fair rental value at the time of
renewal. All agreements are cancellable if the State of Georgia does not provide adequate
funding, but that is considered a remote possibility. In the normal course of business,
operating leases are generally renewed or replaced by other leases. Operating leases are
generally payable on a monthly basis. Examples of property under operating leases are
copiers and other small business equipment.

In fiscal year 2007, Georgia College & State University entered into a real property operating
lease with the Georgia College & State University Foundation, Inc., a related party, for the
Maceon Graduate and Professional Programs from November 25, 2006 through November
26, 2009. The option to renew was exercised in November, 2009 and every year since then
through fiscal year 2013 for annual rentals of $333,036. The agreement does contain an
option to renew or extend the Agreement at the expiration of the term on a year-to-year basis
for three (3) consecutive years. Under this agreement, Georgia College & State University
paid $333,036 in the current year.

Following are the Operating Leases held by the University during fiscal year 2012:

Property Leased Location Lessor Annual Lease
Macon Graduate & Professional 433 Cherry St GCSU Foundation $333,036
Programs Center Macon, GA

McComb Building 115 S. Wilkinson St  McComb Family $ 29,748
Milledgeville, GA Trust

Parking Lot 425 N. Clark St Wilkinson Colonial $ 27,360
Milledgeville, GA Properties

Storage 121 Blandy Rd NW Warehouse Solutions, $ 41,460
Milledgeville, GA LLC

Parking Lot Tatnall St Norfolk Southern $ 591
EE



Milledgeville, GA Corp

Depot Building Easement Greene St Norfolk Southern $ 240
Milledgeville, GA Corp

Parking Lot 433 Cherry St City of Macon $ 4,200
Macon, GA

Parking Lot 141 Thomas St Wilkinson Hilltop $ 14,400
Milledgeville, GA Investment, LLC

FUTURE COMMITMENTS

Future commitments for capital leases (which here and on the Statement of Net Assets
include other installment purchase agreements) and for non-cancellable operating leases
having remaining terms in excess of one year as of June 30, 2012, were as follows:

Real Property and Equipment

Capital Leases Operating Leases

Year Ending June 30:

2013 $ 8,330,504 $ 423,862
2014 8,500,238

2015 8,675,983 -
2016 8,858,651 -
2017 9,045,612 -
2018 through 2022 48,255,254 -
2023 through 2027 52,524,244 -
2028 through 2032 56,767,824 -
2033 through 2037 - 30,106,259 -
2038 through 2041 9,178,586 -

Total minimum lease payments $ 240,243,155 $ 423,862
Less: Interest 102,491,929‘
Less: Executory costs (if paid) -

Principal Qutstanding $ 137,751,226

Georgia College & State University's fiscal year 2012 expense for rental of real property and
equipment under operating leases was $451,035 .

Note 11. Retirement Plans

Georgia College & State University participates in various retirement plans administered by
the State of Georgia under two major retirement systems: Employees’ Retirement System of
Georgia (ERS System) and Teachers Retirement System of Georgia. These two systems issue
separate publicly available financial reports that include the applicable financial statements
and required supplementary information. The reports may be obtained from the respective
system offices. The significant retirement plans that Georgia College & State University
participates in are described below. More detailed information can be found in the plan
agreements and related legislation. Each plan, including benefit and contribution provisions,
was established and can be amended by State law.
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Employees’ Retirement System of Georgia

The ERS System is comprised of individual retirement systems and plans covering
substantially all employees of the State of Georgia except for teachers and other employees
covered by the Teachers Retirement System of Georgia. One of the ERS System plans, the
Employees’ Retirement System of Georgia (ERS), is a cost-sharing multiple-employer defined
benefit pension plan that was established by the Georgia General Assembly during the 1949
Legislative Session for the purpose of providing retirement allowances for employees of the
State of Georgia and its political subdivisions. ERS is directed by a Board of Trustees and
has the powers and privileges of a corporation. ERS acts pursuant to statutory direction and
guidelines, which may be amended prospectively for new hires but for existing members and
beneficiaries may be amended in some aspects only subject to potential application of
certain constitutional restraints against impairment of contract.

On November 20, 1997, the Board created the Supplemental Retirement Benefit Plan
(SRBP-ERS) of ERS. SRBP-ERS was established as a qualified governmental excess benefit
plan in accordance with Section 415 of the Internal Revenue Code (IRC) as a portion of ERS.
The purpose of the SRBP-ERS is to provide retirement benefits to employees covered by ERS
whose benefits are otherwise limited by IRC Section 415. Beginning January 1, 1998, all
members and retired former members in ERS are eligible to participate in the SRBP-ERS
whenever their benefits under ERS exceed the limitation on benefits imposed by IRC Section
415,

The benefit structure of ERS is established by the Board of Trustees under statutory
guidelines. Unless the employee elects otherwise, an employee who currently maintains
membership with ERS based upon State employment that started prior to July 1, 1982, is an
“old plan” member subject to the plan provisions in effect prior to July 1, 1982. Members
hired on or after July 1, 1982 but prior to January 1, 2009 are “new plan” members subject
to the modified plan provisions. Effective January 1, 2009, newly hired State employees, as
well as rehired State employees who did not maintain eligibility for the “old” or “new” plan,
are members of the Georgia State Employees’ Pension and Savings Plan (GSEPS). ERS
members hired prior to January 1, 2009 also have the option to change their membership to
the GSEPS plan.

Under the old plan, new plan, and GSEPS, a member may retire and receive normal
retirement benefits after completion of 10 years of creditable service and attainment of age
60 or 30 years of creditable service regardless of age. Additionally, there are some
provisions allowing for early retirement after 25 years of creditable service for members
under age 60.

Retirement benefits paid to members are based upon a formula adopted by the Board of
Trustees for such purpose. The formula considers the monthly average of the member's
highest 24 consecutive calendar months of salary, the number of years of creditable service,
and the member's age at retirement. Post-retirement cost-of-living adjustments may be
made to members’ benefits provided the members were hired prior to July 1, 2009. The
normal retirement pension is payable monthly for life; however, options are available for
distribution of the member’s monthly pension, at reduced rates, to a designated beneficiary
upon the member’s death. Death and disability benefits are also available through ERS.
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Member contribution rates are set by law. Member contributions under the old plan are 4%
of annual compensation up to $4,200 plus 6% of annual compensation in excess of $4,200.
Under the old plan, Georgia College & State University pays member contributions in excess
of 1.25% of annual compensation. Under the old plan, these Georgia College & State
University contributions are included in the members' accounts for refund purposes and are
used in the computation of the members' earnable compensation for the purpose of
computing retirement benefits. Member contributions under the new plan and GSEPS are
1.25% of annual compensation. Georgia College & State University is required to contribute
at a specified percentage of active member payroll established by the Board of Trustees
determined annually in accordance with actuarial valuation and minimum funding standards
as provided by law. These Georgia College & State University contributions are not at any
time refundable to the member or his/her beneficiary.

Employer contributions required for fiscal year 2012 were based on the June 30, 2008
actuarial valuation for the old and new plans and were set by the Board of Trustees on
September 18, 2008 for GSEPS as follows:

Old Plan* 11.63%
New Plan 11.63%
GSEPS 7.42%

*4.75% exclusive of contributions paid by the employer on behalf of old plan members

Members become vested after 10 years of service. Upon termination of employment,
member contributions with accumulated interest are refundable upon request by the
member. However, if an otherwise vested member terminates and withdraws his/her
member contributions; the member forfeits all rights to retirement benefits.

Teachers Retirement System of Georgia

The Teachers Retirement System of Georgia (TRS) is a cost-sharing multiple-employer
defined benefit plan created in 1243 by an act of the Georgia General Assembly to provide
retirement benefits for qualifying employees in educational service. A Board of Trustees
comprised of active and retired members and ex-officio State employees is ultimately
responsible for the administration of TRS.

On October 25, 1996, the Board created the Supplemental Retirement Benefit Plan of the
Georgia Teachers Retirement System (SRBP-TRS). SRBP-TRS was established as a qualified
governmental excess benefit plan in accordance with Section 415 of the Internal Revenue
Code (IRC) as a portion of TRS. The purpose of SRBP-TRS is to provide retirement benefits to
employees covered by TRS whose benefits are otherwise limited by IRC Section 415.
Beginning July 1, 1997, all members and retired former members in TRS are eligible to
participate in the SRBP-TRS whenever their benefits under TRS exceed the IRC Section 415
imposed limitation on benefits.

TRS provides service retirement, disability retirement, and survivor's benefits. The benefit
structure of TRS is defined and may be amended by State statute. A member is eligible for
normal service retirement after 30 years of creditable service, regardless of age, or after 10
years of service and attainment of age 60. A member is eligible for early retirement after 25
years of creditable service.
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Normal retirement {pension) benefits paid to0 members are equal to 2% of the average of the
member's two highest paid consecutive years of service, multiplied by the number of years
of creditable service up to 40 years. Early retirement benefits are reduced by the lesser of
one-twelfth of 7% for each month the member is below age 60 or by 7% for each year or
fraction thereof by which the member has less than 30 years of service. It is also assumed
that certain cost-of-living adjustments, based on the Consumer Price Index, will be made in
future years. Retirement benefits are payable monthly for life. A member may elect to
receive a partial lump-sum distribution in addition to a reduced monthly retirement benefit.
Death, disability and spousal benefits are also available.

TRS is funded by member and employer contributions as adopted and amended by the
Board of Trustees. Members become fully vested after 10 years of service. If a member
terminates with less than 10 years of service, no vesting of employer contributions occurs,
but the member's contributions may be refunded with interest. Member contributions are
limited by State law to not less than 5% or more than 6% of a member's earnable
compensation. Member contributions as adopted by the Board of Trustees for the fiscal year
ended June 30, 2012 were 5.53% of annual salary. Employer contributions required for
fiscal year 2012 were 10.28% of annual salary as required by the June 30, 2010 actuarial
valuation.

The following table summarizes the Georgia College & State University contributions by
defined benefit plan for the years ending June 30, 2012, June 30, 2011, and June 30, 2010
(dollars in thousands):

ERS TRS
Required Percent Required Percent
Contribution  Contributed Contribution Contributed
2012 $16,582 100% $2,546,382 100%
2011 $9,133 100% $2,487,096 100%
2010 $11,285 100% $2,358,204 100%

Regents Retirement Plan

Plan Description

The Regents Retirement Plan, a single-employer defined contribution plan, is an optional
retirement plan that was created/established by the Georgia General Assembly in 0.C.G.A.
47-21-1 et.seq. and administered by the Board of Regents of the University System of
Georgia. 0.C.G.A. 47-3-68(a) defines who may participate in the Regents Retirement Plan.
An “eligible university system employee” is a faculty member or a principal administrator, as
designated by the regulations of the Board of Regents. Under the Regents Retirement Plan,
a plan participant may purchase annuity contracts from four approved vendors {AIG-VALIC,
American Century, Fidelity, and TIAA-CREF) for the purpose of receiving retirement and death
benefits. Benefits depend solely on amounts contributed to the plan plus investment
earnings. Benefits are payable to participating employees or their beneficiaries in
accordance with the terms of the annuity contracts.
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Funding Policy

Georgia College & State University makes monthly employer contributions for the Regents
Retirement Plan at rates adopted by the Teachers Retirement System of Georgia Board of
Trustees in accordance with State statute and as advised by their independent actuary. For
fiscal year 2012, the employer contribution was 9.24% for the participating employee's
earnable compensation. Employees contribute 5% of their earnable compensation. Amounts
attributable to all plan contributions are fully vested and non-forfeitable at all times.

Georgia College & State University and the covered employees made the required
contributions of $1,846,489 (9.24%) and $998,496 (5%), respectively.

AIG-VALIC, American Century, Fidelity, and TIAA-CREF have separately issued financial
reports which may be obtained through their respective corporate offices.

Georgia Defined Contribution Plan

Plan Description

Georgia College & State University participates in the Georgia Defined Contribution Plan
(GDCP) which is a single-employer defined contribution plan established by the General
Assembly of Georgia for the purpose of providing retirement coverage for State employees
who are temporary, seasonal, and part-time and are not members of a public retirement or
pension system. GDCP is administered by the Board of Trustees of the Employees'
Retirement System of Georgia.

Benefits

A member may retire and elect to receive periodic payments after attainment of age 65. The
payment will be based upon mortality tables and interest assumptions to be adopted by the
Board of Trustees. If a member has less than $3,500 credited to his/her account, the Board
of Trustees has the option of requiring a lump sum distribution to the member in lieu of
making periodic payments. Upon the death of a member, a lump sum distribution equaling
the amount credited to his/her account will be paid to the member's designated beneficiary.
Benefit provisions are established by State statute.

Contributions

Member contributions are seven and one-half percent {7.5%) of gross salary. There are no
employer contributions. Contribution rates are established by State statute. Earnings are
credited to each member's account in a manner established by the Board of Trustees. Upon
termination of employment, the amount of the member's account is refundable upon
request by the member.

Total contributions made by employees during fiscal year 2012 amounted to $39,094 which
represents 7.5% of covered payroll. These contributions met the requirements of the plan.

The Georgia Defined Contribution Plan issues a financial report each fiscal year, which may
be obtained from the ERS offices.

Note 12. Risk Management

The University System of Georgia offers its employees and retirees access to three different
self-insured healthcare plan options. Effective 01/01/2012, The Blue Cross Blue Shield of
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Georgia PPO and HDHP plan names were changed to BCBS Open Access PPO and
HAS/HDHP Open Access POS, respectively; both plans will use the Blue Cross Blue Shield
Open Access POS network. Also effective 01/01/2012, the Consumer Choice Option was
eliminated and the Blue Cross Blue Shield of Georgia HMO and the Kaiser Permanente HMO
were frozen for new enrollment for active employees only;, the Senior Advantage Plan 65+
remained open for new enroliment.
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Georgia College & State University and participating employees and retirees pay premiums
to either of the self-insured healthcare plan options to access benefits coverage. The
respective self-insured healthcare plan options are included in the financial statements of
the Board of Regents of the University System of Georgia - University System Office. All units
of the University System of Georgia share the risk of loss for claims associated with these
plans. The reserves for these plans are considered to be a self-sustaining risk fund. The
Board of Regents has contracted with Blue Cross Blue Shield of Georgia, a wholly owned
subsidiary of WellPoint, to serve as the claims administrator for the self-insured healthcare
plan products. In addition to the self-insured healthcare plan options offered to the
employees of the University System of Georgia, a fully insured HMO healthcare plan option is
also offered to System employees through Kaiser.

The Department of Administrative Services (DOAS) has the responsibility for the State of
Georgia of making and carrying out decisions that will minimize the adverse effects of
accidental losses that involve State government assets. The State believes it is more
economical to manage its risks internally and set aside assets for claim settlement.
Accordingly, DOAS processes claims for risk of loss to which the State is exposed, including
general liability, property and casualty, workers' compensation, unemployment
compensation, and law enforcement officers' indemnification. Limited amounts of
commercial insurance are purchased applicable to property, employee and automobile
liability, fidelity and certain other risks. Georgia College & State University, as an
organizational unit of the Board of Regents of the University System of Georgia, is part of the
State of Georgia reporting entity, and as such, is covered by the State of Georgia risk
management program administered by DOAS. Premiums for the risk management program
are charged to the various state organizations by DOAS to provide claims servicing and
claims payment.

A self-insured program of professional liability for its employees was established by the
Board of Regents of the University System of Georgia under powers authorized by the Official
Code of Georgia Annotated Section 45-S-1. The program insures the employees to the extent
that they are not immune from liability against personal liability for damages arising out of
the performance of their duties or in any way connected therewith. The program is
administered by DOAS as a Self-Insurance Fund.

Note 13. Contingencies

Amounts received or receivable from grantor agencies are subject to audit and adjustment
by grantor agencies. This could result in refunds to the grantor agency for any expenditure
disallowed under grant terms. The amount of expenditures which may be disallowed by the
grantor cannot be determined at this time although Georgia College & State University
expects such amounts, if any, to be immaterial to its overall financial position.

Litigation, claims and assessments filed against Georgia College & State University (an
organizational unit of the Board of Regents of the University System of Georgia), if any, are
generally considered to be actions against the State of Georgia. Accordingly, significant
litigation, claims and assessments pending against the State of Georgia are disclosed in the
State of Georgia Comprehensive Annual Financial Report for the fiscal year ended June 30,
2012,
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Note 14. Post-Employment Benefits Other Than Pension Benefits

Pursuant to the general powers conferred by the Official Code of Georgia Annotated Section
20-3-31, the Board of Regents of the University System of Georgia has established group
health and life insurance programs for regular employees of the University System of
Georgia. Itis the policy of the Board of Regents to permit employees of the University System
of Georgia eligible for retirement or that become permanently and totally disabled to
continue as members of the group health and life insurance programs. The policies of the
Board of Regents of the University System of Georgia define and delineate who is eligible for
these post-employment health and life insurance benefits. Organizational units of the Board
of Regents of the University System of Georgia pay the employer portion for group insurance
for affected individuals. With regard to life insurance, the employer covers the total cost for
$25,000 of basic life insurance. If an individual elects to have supplemental, and/or,
dependent life insurance coverage, such costs are borne entirely by the employee.

The Board of Regents Retiree Health Benefit Plan is a single employer defined benefit plan.
Financial statements and required supplementary information for the Plan are included in
the publicly available Consolidated Annual Financial Report of the University System of
Georgia. The College pays the employer portion of health insurance for its eligible retirees
based on rates that are established annually by the Board of Regents for the upcoming plan
year. For the 2012 plan year, the employer rate was between 70-75% of the total health
insurance cost for eligible retirees and the retiree rate was between 25-30%.

As of June 30, 2012, there were 285 employees who had retired or were disabled that were
receiving these post-employment health and life insurance benefits. For the year ended June
30, 2012, Georgia College & State University recognized as incurred $1,370,796 of
expenditures, which was net of $536,893 of participant contributions.
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Note 15. Natural Classificatlons with Functional Classifications

The University’s operating expenses by functional classification for fiscal year 2012 are

shown below:

Functional Classification
Fiscal Year 2012

Public Academic Student Institutional
Natural Classification Instruction Research Service Support Services Support
Faculty $ 22,354,084 $ 170,301 $ 77,225 $ 1,826,024 $ 185,421 $ 262,380
Staff 3,449,474 37,810 316,549 4,439,942 3,865,432 5,311,871
Benefits 6,115,435 30,878 90,858 1,454,900 979,139 3,542,223
Personal Services 2,173 . 136 3,914 1,525 197,274
Travel 229,003 27,212 2,946 386,787 51,865 110,746
Scholarships and Fellowships 13,806 - - - - -
Uthlities 101,765 i3 7.410 222,133 51,782 58,207
Supplies and Othar Services 3,871,501 51,781 89,853 2,546,749 2,992,705 2,177,664
Depreciation 1,152,592 1,753 16,104 1,028,464 945,233 485,180
Total Expenses $ 37,289,833 $ 319,848 $ 601,082 $11,948,913 § 5,053,102 $12,145,545
Functional Classification
Fiscal Year 2012
Plant
Operations Scholarships Auxiliary GHS Only Total
Unaliocated Patiant

Natural Classification & Maintenance & Fellowships Enterprises Expenses Care Expenses
Faculty $ - $ - $ 87,956 $ . $ . $ 24,943,391
Staff 4,887,328 - 3,339,975 - - 25,648,381
Benefits 1,604,793 - 833,494 - - 14,691,821
Parsonal Services (1,662,207) - 1,680,233 - 223,048
Traval 16,539 - 110,277 - - 935,375
Scholarships and Fellowships - 2,381,426 812,983 - - 3,208,215
Utilities 2,146,854 - 1,376,201 - - 3,964,365
Supplies and Other Services 6,876,608 - 10,749,728 - - 29,356,589
Depreciation 139,461 - 3,548,959 - - 7,717,746
Totai Expenses $ 14,009,376 $ 2,381,426 $ 22,939,806 $ S - $ 110,688,931
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Note 16. Affiliated Organizations

In accordance with GASB Statement No. 39, Determining Whether Certain Organizations are
Component Units, an amendment of GASB Statement No. 14, The Reporting Entity which
became effective for the year ended June 30, 2004, Georgia College & State University
Foundation, Inc. (Foundation) and Georgia College & State University Alumni Association,
Inc. (Alumni Association) are legally separate tax exempt organizations whose activities
primarily support Georgia College & State University, a unit of the University System of
Georgia (an organizational unit of the State of Georgia). The State Accounting Office
determined Component Units of the State of Georgia, as required by GASB Statement No.
39 should not be assessed in relation to their significance to Peachtree State University, but
instead based on their significance to the State of Georgia.

Georgia College & State University Foundation, Inc. and Georgia College & State University
Alumni Association, Inc. have been determined to be significant to the State of Georgia for
the year ended June 30, 2012, and as such, are reported as discretely presented
component units in the Comprehensive Annual Financial Report of the State of Georgia
(CAFR). Significant discretely presented affiliated organizations issue separate audited
financial statements that can be obtained from the following:

Foundation — Foundation Administrative Offices, Campus Box 86, Milledgeville, GA 31061

Alumni Association - Administrative Offices, Campus Box 96, 100 E. Greene St., Suite 200,
Milledgeville, GA 31061
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