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r C Bernard Robinson & Company, L.L.P.

Independent Auditor's Report

To the Board of Directors
Capital Facilities Foundation, Inc.
Greensboro, North Carolina

Opinion

We have audited the financial statements of Capital Facilities Foundation, Inc., which comprise the
statements of net position as of June 30, 2024 and 2023, and the related statements of revenues, expenses
and changes in net position, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Capital Facilities Foundation, Inc. as of June 30, 2024 and 2023, and the change in its net
assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of Financial Statements section of our report. We are required to be
independent of Capital Facilities Foundation, Inc. and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibility of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Capital Facilities Foundation, Inc.’s
ability to continue as a going concern for one year after the date that the financial statements are issued.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists.
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Auditor's Responsibilities for the Audit of the Financial Statements (Continued)

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS we:
¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Capital Facilities Foundation, Inc.'s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Capital Facilities Foundation, Inc.'s ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 3 through 6 be presented to supplement the basic financial statements.
Such information is the responsibility of management and, although not a part of the basic financial
statements, is required by Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to 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 the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

BM QM{ dm‘:wzr, pk

Greensboro, North Carolina
September 19, 2024
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CAPITAL FACILITIES FOUNDATION, INC.
Management's Discussion and Analysis (Unaudited)
Year Ended June 30, 2024

Introduction

The Capital Facilities Foundation, Inc. (the “Foundation”) provides the following management discussion
and analysis (MD&A) as an overview of the financial activities for the fiscal year ended June 30, 2024.
This discussion, the following financial statements, and the related footnote disclosures have been prepared
by management and comprise the Foundation’s complete financial report. The financial statements,
footnotes and this discussion are the responsibility of management.

The purpose of the MD&A is to identify significant transactions that have financial impact and to highlight
favorable and unfavorable trends. However, this discussion and analysis should be read in conjunction
with, and is qualified in its entirety by, the related financial statements and footnotes.

Purpose of The Capital Facilities Foundation, Inc.

The purpose of the Foundation is to enhance The University of North Carolina at Greensboro’s (UNCQ)
educational mission, including, without limitation, assisting with the acquisition, development, financing,
construction, management and operation of capital assets for UNCG.

In 2009, the Foundation Board and UNCG agreed to consider opportunities for the Foundation to facilitate
further campus development both within and beyond its current borders by acquiring strategic land
identified by UNCG. The ability of the Foundation to act quickly on an acquisition greatly facilitates
UNCG’s efforts in expanding the campus by capitalizing on opportunities. It is expected that land
acquisitions made by the Foundation will follow one of two paths: 1) The Foundation will go through the
process of selling the property to the State/UNCG, reimbursing the Foundation for the purchase and
associated costs as authorized by the State Property Office; or 2) The Foundation will partner with
developers or contract to develop the property for the benefit of and master-lease to UNCG.

Over the past ten years, the Foundation has completed many projects, including the addition of Spartan
Village Phase I and Phase II. In September of 2016, the Foundation acquired three properties to renovate
and, subsequently, to accommodate the programmatic needs of the Theatre Department. The total budget
for the project is $4.4 million. This project serves as academic space for the Theatre Department and
house functions such as the scene shop, paint shop, prop storage, costume storage, lighting design and
acting studio. In addition, the Foundation identified property owned by UNCG to renovate and,
subsequently, to accommodate the programmatic needs of identified administrative units. The total budget
for the project is $4.9 million. The renovation of these facilities was required to support space needs
related to moving university staff in the existing Mclver Building to allow for its demolition and
construction of the new Nursing and Instructional Building. These projects were completed in 2018.
During 2019, a property was acquired and renovated on Gate City Boulevard for the Housing Department.
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CAPITAL FACILITIES FOUNDATION, INC.
Management's Discussion and Analysis (Unaudited)
Year Ended June 30, 2024

Purpose of The Capital Facilities Foundation, Inc. (Continued)

The Foundation expects to facilitate further campus expansion by acquiring strategic land, capitalizing on
opportunities in pursuit of the strategic plan and the Master Plan. As of this fiscal year, the Foundation has
begun to assist in the activities of Millennial Campus. Millennial Campus is the state's designation for
geographic areas where anchor system institutions join with education, industry, government, military and
other partners to discover, invent and produce new innovations. The Millennial Campus at The University
of North Carolina at Greensboro was established to support innovative public-private partnerships,
collaborative research projects, and enhanced University-community interaction in ways that are
physically, economically, and culturally interwoven with the surrounding community. It was approved by
the UNCG Board of Trustees and UNC System Board of Governors.

Future projects for the Foundation may include mixed-use multi-tenant buildings to be developed and
owned by the Foundation, which will lease such facilities to UNCG and to partner users. The Foundation
may also be responsible for securing commercial financing and for management or operations of private-
use or mixed-use facilities. In addition, facilities may be developed and owned by other partners, via
ground leases, at fair market value.

Using the Financial Report

The Foundation’s financial report includes three financial statements: the Statements of Net Position; the
Statements of Revenues, Expenses and Changes in Net Position; and the Statements of Cash Flows. The
Foundation’s financial statements are blended in the UNCG financial report, and therefore, are prepared in
accordance with the Governmental Accounting Standards Board (GASB) principles.

Statements of Net Position

The Statement of Net Position is a point-of-time financial statement that presents the assets, liabilities, and
net position of the Foundation. The purpose of this financial statement is to present to the readers of the
Foundation’s Financial Report a fiscal snapshot as of the end of the fiscal year (i.e., June 30th). The
Statement of Net Position presents both the current and noncurrent portions of assets and liabilities.

From the data presented, readers of this statement are able to determine the assets available to continue the
operations of the Foundation. The Statement of Net Position also provides a picture of the net position
(assets minus liabilities) and their availability for expenditure by the Foundation.

Net position includes unrestricted net assets and those invested in capital assets, net of related debt. These
categories of net assets are discussed further in the footnotes to the financial statements.

Assets 2024 2023 2022

Current assets $ 4,413,299 $ 4,344,980 $ 4,285,745
Capital assets, net 9,029,418 9,319,782 9,610,146
Noncurrent assets 7,526,529 7,795,136 8,067,369
Total assets $ 20,969,246 $ 21,459,898 $ 21,963,260
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CAPITAL FACILITIES FOUNDATION, INC.
Management's Discussion and Analysis (Unaudited)
Year Ended June 30, 2024

Statements of Net Position (Continued)

Liabilities and Net Position 2024 2023 2022

Current liabilities $ 304,158 $ 299,517 $ 331,300
Deferred inflows 7,498,546 7,849,250 8,199,955
Long-term debt, net of current maturities 8,328,387 8,472,742 8,610,908
Total liabilities 16,131,091 16,621,509 17,142,163
Net position 4,838,155 4,838,389 4,821,097
Total liabilities and net position $ 20,969,246 $ 21,459,898 $ 21,963,260

The total assets of the Foundation as of June 30, 2024, 2023, and 2022 were approximately $21 million,
$21 million, and $22 million, respectively, with most of the assets being cash, receivables, and capital
assets. Additional information about the Foundation’s capital assets can be found in Note 4 in the Notes to
Financial Statements.

Statements of Revenues, Expenses and Changes in Net Position

Changes in total net assets as presented on the Statement of Net Position are based on the activity presented
in the Statement of Revenues, Expenses, and Changes in Net Position. The purpose of the statement is to
present the revenues earned by the Foundation, both operating and nonoperating, and the expenses incurred
by the Foundation, operating and nonoperating, and any other revenues, expenses, gains and losses earned
or incurred by the Foundation.

Nonoperating revenues are revenues earned for which goods and services are not provided.

2024 2023 2022
Operating income (loss) $ (16,184) $ 1,283 $ (56,351)
Nonoperating revenues 15,950 16,009 16,257
Increase (decrease) in net assets (234) 17,292 (40,094)
Beginning, net position 4,838,389 4,821,097 4,861,191
Ending, net position $ 4,838,155 $ 4,838,389 $ 4,821,097

The Statements of Revenues, Expenses, and Changes in Net Position reflect a decrease in net position for
the year ended 2024 due to increased operating expenses and an increase in net position for the year ended
2023 due to decreased operating expenses.
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CAPITAL FACILITIES FOUNDATION, INC.
Management's Discussion and Analysis (Unaudited)
Year Ended June 30, 2024

Statements of Cash Flows

The final statement presented by the Foundation is the Statement of Cash Flows. This statement is divided
into four parts and presents detailed information about the cash activity of the Foundation during the year.
The first part deals with operating cash flows and reflects the net cash provided by (used in) the operating
activities of the Foundation. The second section reflects cash flows from investing activities. This section
reflects the interest income earned on invested cash. The third section reflects the cash flows from capital
and related financing activities and reflects cash received from financing activities and amounts spent for
capital expenditures. The fourth section reconciles the net cash provided by (used in) operating activities
to the operating income or loss reflected on the Statement of Revenues, Expenses, and Changes in Net
Position.

2024 2023 2022

Net cash used in operating activities $ (76,524) $ (95371) $ (8,298)
Net cash provided by investing activities 15,950 16,009 16,257
Net cash provided by capital and

related financing activities 135,658 134,997 63,066
Net increase in cash 75,084 55,635 71,025
Beginning cash 3,972,852 3,917,217 3,846,192
Ending cash $ 4,047,936 $ 3972852 $ 3917217

The major source of funds included in operating activities is rental income from leases with UNCG. The
major uses of funds included in operating activities are payments to vendors/suppliers and payments for
interest expense to lenders. The major sources of funds included in capital and related financing activities
are borrowings under long-term debt agreements. The major uses of funds included in capital and related
financing activities are the acquisition and purchase of capital assets and payments on long-term debt.

Economic Outlook

The Foundation expects to facilitate further campus expansion by acquiring strategic land identified by the
University, capitalizing on opportunities in pursuit of the UNCG Strategic Housing Plan and the UNCG
Campus Master Plan. The Foundation will go through the process of being reimbursed for purchase
amounts and associated costs or the Foundation will develop the property for the benefit of and master-
lease to UNCG.

We believe that with the support and strong ties to UNCG, the Foundation’s overall financial condition is
able to weather most economic uncertainties.
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CAPITAL FACILITIES FOUNDATION, INC.
Statements of Net Position
June 30, 2024 and 2023

2024 2023
Assets
Current Assets:
Cash (Note 2) $ 4,047,936 $ 3,972,852
Lease receivable - current portion 268,607 272,234
Lease receivable - interest 48,370 49,960
Other receivables 48,386 49,934
Total current assets 4,413,299 4,344,980
Noncurrent Assets:
Lease receivable - noncurrent portion 7,526,529 7,795,136
Capital assets, nondepreciable (Notes 3 and 4) 957,351 957,351
Capital assets, net of accumulated depreciation (Notes 3 and 4) 8,072,067 8,362,431
Total noncurrent assets 16,555,947 17,114,918
Total assets $ 20,969,246 $ 21,459,898
Liabilities and Net Position
Current Liabilities:
Accrued expenses $ 48,386 $ 49,934
Current maturities on long-term debt (Note 4) 255,772 249,583
Total current liabilities 304,158 299,517
Deferred inflows 7,498,546 7,849,250
Long-term debt, net of current maturities (Note 4) 7,548,468 7,804,240
Funds held for others 779,919 668,502
Total liabilities 16,131,091 16,621,509
Net Position:
Investment in capital assets, net of related debt 1,225,178 1,265,959
Unrestricted 3,612,977 3,572,430
Total net position 4,838,155 4,838,389
Total liabilities and net position $ 20.969.246 $ 21,459.898

See Notes to Financial Statements
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CAPITAL FACILITIES FOUNDATION, INC.
Statements of Revenues, Expenses, and Changes in Net Position
Years Ended June 30, 2024 and 2023

2024 2023
Revenue:
Rental income $ 350,704 $ 350,704
Rental income - interest 200,484 207,185
Operating income 551,188 557,889
Expenses:
Operating expenses, general and administrative expenses 77,273 60,468
Depreciation expense 290,364 290,364
Interest expense 199,735 205,774
Operating expenses 567,372 556,606
Operating income (loss) (16,184) 1,283
Nonoperating revenues 15,950 16,009
Increase (decrease) in net assets (234) 17,292
Net Position:
Beginning 4,838,389 4,821,097
Ending $ 4,838,155 § 4,838,389

See Notes to Financial Statements
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CAPITAL FACILITIES FOUNDATION, INC.
Statements of Cash Flows
Years Ended June 30, 2024 and 2023

2024 2023
Cash flows from operating activities:
Other income $ 200,484 $ 207,184
Interest payments, net of amounts capitalized (198,187) (204,266)
Payments to vendors (78,821) (98,289)
Net cash used in operating activities (76,524) (95,371)
Cash flows from investing activities:
Interest income 15,950 16,009
Net cash provided by investing activities 15,950 16,009
Cash flows from capital and related financing activities:
Payments received on leased assets 273,824 267,123
Payments on long-term debt (249,583) (243,543)
Increase in funds held for others 111,417 111,417
Net cash provided by capital and related
financing activities 135,658 134,997
Net increase in cash 75,084 55,635
Cash, Beginning 3,972,852 3917217
Cash, Ending $ 4,047,936 $ 3,972,852

Reconciliation of operating income (loss) to net cash
used in operating activities:
Operating income (loss) $ (16,184) § 1,283
Adjustments to reconcile operating income (loss) to
net cash used in operating activities:

Depreciation expense 290,364 290,364
Decrease in receivables 1,548 1,510
Increase in accounts payable - (36,313)
Decrease in deferred inflow (350,704) (350,705)
Decrease in accrued expenses (1,548) (1,510)
Net cash used in operating activities $ (76,524) $ (95,371)

See Notes to Financial Statements
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CAPITAL FACILITIES FOUNDATION, INC.
Notes to Financial Statements

NOTE 1 - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

The Capital Facilities Foundation, Inc. (the "Foundation") exists to enhance The University of North
Carolina at Greensboro’s (the "University" or "UNCG") educational mission, including assisting with
the acquisition, development, financing, construction, management, and operation of capital assets for
the University. Although legally separate from the University, the Foundation is reported as if it were
part of the University because its sole purpose is to benefit the University. The Foundation’s financial
statements are blended with those of the University.

Significant accounting policies relative to the Foundation are:

Financial Statements

The accompanying financial statements are presented in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting
Standards Board (GASB).

The full scope of the Foundation’s activities is considered to be a single business-type activity and,
accordingly, is reported within the financial statements of the University.

Basis of Accounting

The financial statements of the Foundation have been prepared 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, regardless
of when the related cash flows take place.

Lease Receivable

The lease receivable is measured at the present value of lease payments expected to be received during
the lease term.

Deferred Inflow

The deferred inflow of resources is recorded at initiation of the lease in an amount equal to the initial
recording of the lease. The deferred inflow of resources is amortized on a straight-line basis.

Capital Assets

Capital assets are stated at cost less accumulated depreciation. Buildings are depreciated over 50
years. Other structures are depreciated over 25 years. Equipment is depreciated over 10 years if the
individual piece is valued over $5,000.

Net Assets

The Foundation’s net assets are classified as invested in capital assets, net of related debt and
unrestricted.

NOTE 2 - CASH

The Foundation holds checking and money market accounts at commercial banks, the balances of
which may, at times, be in excess of federally insured limits. The Foundation has not suffered any
financial loss on these deposits.
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CAPITAL FACILITIES FOUNDATION, INC.
Notes to Financial Statements

NOTE 2 - CASH (Continued)

Cash includes bank accounts totaling $4,047,936 and $3,972,852 at June 30, 2024 and 2023,
respectively, for which the bank balances were $4,052,436 and $3,972,852, respectively.

NOTE 3 - CAPITAL ASSETS

Capital asset activity for the years ended June 30, 2024 and 2023, are as follows:

2024
Beginning Ending
Balance Increases Decreases Balance
Capital assets, nondepreciable:
Real estate $ 882,251 $ - $ - $ 882,251
Construction in progress 75,100 - - 75,100
957,351 - - 957,351
Capital assets, depreciable:
Building 5,470,196 - - 5,470,196
Other structures 4,524,003 - - 4,524,003
9,994,199 - - 9,994,199
Accumulated depreciation:
Building (639,421) (109,404) - (748,825)
Other structures (992,347) (180,960) - (1,173,307)
(1,631,768) (290,364) - (1,922,132)
Capital assets depreciated, net 8,362,431 8,072,067
Total capital assets, net $ 9,319,782 $ 9,029,418
2023
Beginning Ending
Balance Increases Decreases Balance
Capital assets, nondepreciable:
Real estate $ 882,251 $ - $ - $ 882,251
Construction in progress 75,100 - - 75,100
957,351 - - 957,351
Capital assets, depreciable:
Building 5,470,196 - - 5,470,196
Other structures 4,524,003 - - 4,524,003
9,994,199 - - 9,994,199
Accumulated depreciation:
Building (530,017) (109,404) - (639,421)
Other structures (811,387) (180,960) - (992,347)
(1,341,404) (290,364) - (1,631,768)
Capital assets depreciated, net 8,652,795 8,362,431
Total capital assets, net $ 9,610,146 $ 9,319,782

Page 11



CAPITAL FACILITIES FOUNDATION, INC.
Notes to Financial Statements

NOTE 4 - LONG-TERM DEBT

A summary of changes in the long-term debt for the years ended June 30, 2024 and 2023, are as

follows:
2024
Beginning Ending
Balance Additions Reductions Balance
Improvement advance $ 8,053,823 $ - $ (249,583) § 7,804,240
Total long-term debt $ 8,053,823 $ - $ (249,583) $ 7.804,240
2023
Beginning Ending
Balance Additions Reductions Balance
Improvement advance $ 8,297,366 $ - $ (243,543) $ 8,053,823
Total long-term debt $ 8,297,366 $ - $ (243,543) $ 8,053,823

Improvement Advance

During May 2018, the Foundation entered into agreements with the University and a commercial bank
that advanced construction funds. The Foundation is using the construction advance to renovate
facilities for use by The University of North Carolina at Greensboro for the Theater Department and
for administrative support. Under master lease agreements, the University is to pay the Foundation
rentals for 30 years at a cost not to exceed $740,000 per year for the use of the facilities. Under the
lease, the University was authorized, at any time during the lease, to purchase the Project for the
amount required to discharge the obligations of the Foundation with respect to the financing of the
Project. The assignment of rents and the constructed facility serve as security for the Construction
Advance. The construction loan had $7,804,240 outstanding at June 30, 2024. This advance requires
bi-annual principal and interest payments due by the first of October and April. The interest payments
will be paid at a fixed interest rate of 2.48% for the first 10 years.

The annual requirements to pay principal and interest on long-term debt at June 30, 2024, are as

follows:
Fiscal Year Principal Interest
2025 $ 255,772 $ 193,545
2026 262,116 187,202
2027 7,286,352 180,702

$ 7,804,240 $ 561,449

NOTE 5 - LEASES

The Foundation has three lease agreements with the University. The lease for property at West Gate
City Boulevard expires in January 2025, with monthly payments of $2,083. The two leases related to
the Theater expire in May 2047 with annual payments of $211,835 for the Theater, and $237,483 for
the administrative lease for the Theater.
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CAPITAL FACILITIES FOUNDATION, INC.
Notes to Financial Statements

NOTE 5 - LEASES (Continued)

The future receipts for all of the leases for the year ended June 30, 2024 are as follows:

Fiscal Year Principal Interest Total Receipts
2025 $ 268,607 $ 195,289 $ 463,896
2026 260,524 188,794 449,318
2027 267,059 182,259 449,318
2028 273,758 175,560 449,318
2029 280,624 168,694 449,318

2030-2034 1,512,308 734,282 2,246,590

2035-2039 1,711,737 534,853 2,246,590

2040-2044 1,937,466 309,124 2,246,590

2045-2047 1,283,053 64,899 1,347,952

$ 7,795,136 $ 2,553,754 $ 10,348,890

NOTE 6 - RISK MANAGEMENT

The Foundation is exposed to various risks of loss related to: torts; theft of, damage to, and the
destruction of assets; errors and omissions; and natural disasters. These exposures to loss are handled
through the purchase of commercial insurance and self retention of certain risks.

Additional details on the University’s risk management programs are disclosed in the financial report
of UNCG.

NOTE 7 - INCOME TAXES

The Foundation is exempt from federal and state income taxes, under the provisions of the Internal
Revenue Code Section 501(c)(3), except for income generated from unrelated business activities. The
Foundation has not identified any unrelated business income in current or past years.
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CAPITAL FACILITIES FOUNDATION, INC.
Time and Costs for the Audit
Years Ended June 30, 2024 and 2023

The Capital Facilities Foundation, Inc.'s audit was conducted in approximately 70 hours at a total
cost of $11,750 and $11,250 for the years ended June 30, 2024 and 2023, respectively.
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