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INDEPENDENT AUDITORS' REPORT

Board of Directors
Arkansas National Guard Foundation, Inc.
North Little Rock, Arkansas

We have audited the accompanying financial statements of Arkansas National Guard Foundation,
Inc. (“ANGF"), which comprise the statements of financial position as of June 30, 2020, and the
related statements of activities, functional expenses, and cash flows for the years then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

615 Main Street

Jeremy T Ables Principal = Stacy T Holifield Principal ® » North Little Rock
N AR 72114




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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of ANGF as of June 30, 2020, and the changes in its net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Report on Summarized Comparative Information

We have previously audited ANGF'’s 2019 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated September 30, 2019. In
our opinion, the summarized comparative information presented herein as of and for the year
ended June 30, 2019, is consistent, in all material respects, with the audited financial statements
from which it has been derived.

“Phidda '%WM(AB\M?A)
North Little Rock, Arkansas

July 23, 2020



ARKANSAS NATIONAL GUARD FOUNDATION, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2020 AND 2019

2020 2019
ASSETS
Current Assets
Cash $ 5717 $ 48,818
Total Current Assets 5717 48,818
Investments — Endowment Assets 1,204,205 1,310,607
Total Assets $ 1209922 $_ 1359425
LIABILITIES AND NET ASSETS
Current Liabilities:
Scholarships Payable $ 39,000 $ 37,500
Other Payable 6,214 400
Total Current and Total Liabilities 45214 37,800
Net Assets:
Without Donor Restriction 33,406 56,574
With Donor Restriction 1,131,302 1,264,951
Total Net Assets 1,164,708 1,321,525
Total Liabilities and Net Assets $ 1,209,922 $§ 1,359,425

See Accompanying Notes



ARKANSAS NATIONAL GUARD FOUNDATION, INC.
STATEMENTS OF ACTIVITIES
YEAR ENDED JUNE 30, 2020, WITH SUMMARIZED
FINANCIAL INFORMATION FOR THE YEAR ENDED JUNE 30, 2019

Year Ended June 30, 2020 Year Ended
Without June 30, 2019
Donor With Donor Summarized
Restriction  Restriction Total Total
Revenues, Gains, and Other Support:
Contributions $ 3262 $ - $ 3,262 $ -
Investment Return (25,188) (112,968) (138,156) 67,492
Interest and Dividend Income 111 35,580 35,691 440
Net Assets Released from
Restriction:
Satisfaction of Donor Restriction 56,261 (56,261) - -
Total Revenue, Gains, and
Other Support 34,446 (133,649) (99,203) 67,932
Expenses:
Program Services:
Scholarships 37,580 - 37,580 38,304
Charitable Contributions 9,608 - 9,608 28,704
Support Services 10,426 - 10,426 12,027
Total Expenses 57,614 - 57,614 79,035
Change in Net Assets (23,168) (133,649) (156,817) (11,103)
Net Assets:
Beginning of Year 56,574 1,264,951 1,321,525 1,332,628
End of Year $ 33406 $ 1,131,302 $ 1,164,708 $ 1,321,525

See Accompanying Notes



ARKANSAS NATIONAL GUARD FOUNDATION, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2020 AND 2019

Program Services

Charitable Support Total
June 30,2020  Scholarships  Support Total Services Expenses
Direct Activites  $ 37,500 $ - 3 37,500 $ - $ 37,500
Contributions - 9,528 9,528 - 9,528

Salary - - - - -
Office Expense 16 16 32 123 155
Administrative Fee - - - 1,365 1,365
Insurance 64 64 128 512 640
Professional Fees - - - 8,426 8,426

Total Expenses $ 37,580 $ 9,608 $ 47,188 $ 10,426 $ 57,614

Program Services

Charitable Support Total

June 30, 2019 Scholarships  Support Total Services Expenses
Direct Activities $ 37,500 $ - $ 37,500 $ - $ 37,500
Contributions - 27,900 27,900 - 27,900
Salary 719 719 1,438 5,749 7,187
Office Expense 20 20 40 163 203
Adminstrative Fee - - - 1,000 1,000
Insurance 65 65 130 515 645
Professional Fees - - - 4,600 4,600

Total Expenses $ 38,304 $ 28,704 $ 67,008 $ 12,027 $ 79,035

See Accompanying Notes



ARKANSAS NATIONAL GUARD FOUNDATION, INC.

STATEMENTS OF CASH FLOWS
YEAR ENDED JUNE 30, 2020 AND 2019

2020 2019
Cash Flows from Operating Activities:
Change in Net Assets $ (156817)$  (11,103)
Adjustments to Reconcile Changes in Net Assets to Net
Cash Provided by Operating Activities:
Investment Depreciation/(Appreciation) 138,156 (67,492)
Increase in Contributions Receivable - -
(Decrease)/Increase in Contributions Payable 1,500 (9,690)
(Decrease)/Increase in Due to NGAA - (3,485)
(Decrease)/increase in Other Payable 5,814 (1,100)
Net Cash Provided by/(Used By) Operating Activities (11,347) (92,870)
Cash Flows from Investing Activities
Purchases of Investments — Endowment Assets (31,754) -
Proceeds From Sale of Investments - Endowment Assets - 66,000
Net Cash Used in Investing Activities (31,754) 66,000
Net (Decrease)/Increase in Cash and Cash Equivalents (43,101) (26,870)
Cash and Cash Equivalents, Beginning of Year 48,818 75,688
Cash and Cash Equivalents, End of Year $ 5717 % 48,818

See Accompanying Notes
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities

The Arkansas National Guard Foundation, Inc. ("“ANGF") was established in 2014 by the
National Guard Association of Arkansas (“NGAA") and the Enlisted Association of the
Arkansas National Guard (“EAANG") for the purpose of meeting the charitable objectives of
each entity, including a scholarship program for members of NGAA and EAANG or their
dependents.

ANGF maintains a separate board of directors consisting of members of the board of directors
of NGAA and EAANG, and operates separately from either association; however, NGAA
approves a majority of the members of ANGF’s board of directors and the Executive Director
and President of NGAA are, by definition, members of ANGF’s board. As it is possible for
NGAA to exercise management control over ANGF, it is possible that the net assets or
financial position of ANGF could be significantly different than those if it were autonomous.

ANGF has no restriction as to its beneficiaries and may choose to provide support to either or
both NGAA and EAANG or to any other entity to fulfill its charitable purposes.

As of April 1, 2014, two trusts of NGAA, which were terminated, gifted their assets to ANGF.
Assets totaling $1,000,000 were gifted for the purpose of creating an endowment to provide
a permanent source of earnings for ANGF to use for any of its charitable purposes.

Financial Statement Presentation

The financial statements include certain prior year summarized comparative information in
total, but not by net asset class. Such information does not include sufficient detail to constitute
a presentation in conformity with generally accepted accounting principles of the United
States. Accordingly, such information should be read in conjunction with ANGF’s financial
statements for the year ended June 30, 2019, from which the summarized information was
derived.

Expenses are allocated in the Statement of Functional Expenses by percentage of time spent
by ANGF staff on scholarships, charitable support, and support services.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, ANGF considers all short-term investments
with a remaining maturity of three months or less when purchased to be cash equivalents,
unless included in the Endowment Assets.



ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
Investments — Endowment Assets

Investments are carried at fair value determined by quoted prices, as available. Donated
investments are initially valued at the fair value at time of donation. Investment return includes
dividends, interest, and realized and unrealized gains and losses.

Investment income and appreciation from donor restricted net assets is generally reported as
restricted until these funds are appropriated for expenditure, generally when approved for
spending. Investment income and appreciation from donor-restricted endowment funds,
whose fair value has fallen below the fair value of the original gift, are reported as unrestricted
until such deficiency is eliminated.

Net Asset Classification

ANGEF is required to report its financial position and activities according to two classes of net
assets. A description of these net asset classifications is as follows:

Without Donor Restriction — Net assets are classified as without donor restriction if they
are not subject to time or donor-imposed stipulations and are available to support the
operations of ANGF.

With Donor Restriction — Net assets include gifts and investment income and gains that
can be expended, but for which restrictions have not been met. Those restrictions include
time and/or purpose restrictions imposed by donors and restrictions imposed by law that
restricts net investment income and gains until appropriated for expenditure.

Contributions

Contributions, including unconditional promises to give, are recognized as support in the
statements of activities in the period received or when ANGF becomes aware that a promise
to give has been made, whichever occurs first. Contributions are classified as without donor
restriction or with donor restriction based upon the donor’s request.

Spending Policy

ANGF’s spending is governed by the Uniform Prudent Management of Institutional Funds Act
(“UPMIFA”), which was approved by the Uniform Laws Commission to serve as a guideline
for states to use in enacting legislation. The State of Arkansas has enacted UPMIFA, which
requires nonprofit entities with donor restricted endowed funds to follow certain standards
when making investment and spending policy decisions.
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
Fair Value Measurement of Financial Instruments

Authoritative accounting literature establishes a framework for using fair value to measure
assets and liabilities. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the
measurement date, including the assumptions about the risk inherent in a particular valuation
technique.

The following methods and assumptions were used by ANGF in estimating its fair value
disclosures for financial instruments:

Cash, Scholarships, and Other Payable: For these short-term instruments, the carrying
amount is a reasonable estimate of fair value.

Investments — Endowment Assets: Fair values for investments are market prices as provided
by recognized broker dealers. If a quoted market value is not available, fair value is estimated
using quoted market prices of comparable instruments. For investment securities traded in a
market that is not active, fair value is determined using unobserved inputs.

Income Taxes

ANGF is exempt from income taxes pursuant to Internal Revenue Code Section 501(c)(3).
However, should ANGF generate unrelated business income, that income would be subject
to federal income tax. ANGF is generally no longer subject to examination by the Internal
Revenue Service for years before 2016.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles of the United States requires management to make estimates and assumptions that
affect certain reported amounts and disclosure. Accordingly, actual results could differ from
those estimates.

. CONCENTRATIONS

Cash accounts, not held as endowment assets, are insured by the Federal Deposit Insurance
Company up to $250,000 at June 30, 2020, and June 30, 2019.
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

INVESTMENTS — ENDOWMENT ASSETS

ANGF accounts for endowments using the applicable topics of the Financial Accounting
Standards Codification (“Codification”) as well as UPMIFA.

As of June 30, 2020, and 2019, ANGF has an endowment account which is donor restricted.
As required by the standards in the Codification, net assets associated with endowment funds
are classified and reported based on the existence or absence of donor imposed restrictions.
ANGF has interpreted UPMIFA as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result, donor restricted net assets are comprised of (a) the
original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at
the time the accumulation is added to the fund.

The amount of net assets with donor restriction in the donor restricted endowment fund is
reduced when the governing body appropriates for expenditure funds from the endowment
fund. Upon appropriation for expenditure, the restriction expires to the extent a request is
made and the purpose for the funds is met. At that time, the appropriated amount is
reclassified from net assets with donor restriction to net assets without donor restriction.
However, the appropriated assets will remain in donor restriction until requested for an
approved purpose.

ANGF's Board of Directors manages the endowment, creates and approves investment
guidelines, monitors investment decisions, and defines the spending rates that provides for
the appropriation of the funds.

In accordance with UPMIFA, ANGF considers the following factors in making a determination
to appropriate or accumulate the donor-restricted endowment fund:

a) The duration and preservation of the fund;

b) The purposes of the organization and the donor-restricted endowment fund;
¢) General economic conditions;

d) The possible effect of inflation and deflation;

e) The expected total return from income and the appreciation of investments;
f) Other resources of the organization; and

g) The investment and spending policies of the organization.
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019
INVESTMENTS — ENDOWMENT ASSETS, CONTINUED

Endowment fund composition as of June 30, 2020, and 2019, were as follows:

Board Donor
Designated  Restricted
Endowment Endowment Total
June 30, 2020:
Without Donor Restriction $ 69,457 $ 3446 $ 72,903
With Donor Restriction 66,302 1,065,000 1,131,302

Investment - Endowment Assets  $ 135,759 $ 1,068,446 $ 1,204,205

June 30, 2019:
Without Donor Restriction $ 45656 $ 813 $ 46,469
With Donor Restriction 68,889 1,195,249 1,264,138

Investment - Endowment Assets  $ 114545 $ 1,196,062 $ 1,310,607

From time to time, should the fair value of assets associated with individual donor restricted
endowment funds fall below the level that the donor or UPMIFA requires ANGF to retain as a
fund of perpetual duration, the deficiencies will be reported in net assets without donor
restriction. There was a $25,188 deficiency as of June 30, 2020, and no deficiencies as of
June 30, 2019.

To satisfy its long-term rate-of-return objectives, ANGF relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). ANGF targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-
term objectives within prudent risk constraints. The spending rate is set annually by the Board
using the average market value of the endowment assets based on the market value as of
the three preceding fiscal year-ends. This policy can be revised at the discretion of the board
of directors. For the year ended June 30, 2020, and 2019, the Board approved a 4% and 5%
spend rate making available for appropriation $52,861 and $62,330, respectively.
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

3. INVESTMENTS - ENDOWMENT ASSETS, CONTINUED

Changes in endowment assets for the years ended June 30, 2020, and 2019, were as follows:

Board Donor
Designated Restricted
Endowment Endowment Total
Endowment Assets:
Year Ended June 30, 2020:
Beginning of Year $ 114545 $ 1,196,062 $ 1,310,607
Contributions - - -
Withdrawals (3,826) - (3,826)
Assets Transferred -
by Board Designation 50,228 (50,228) -
Investment Return: -
Interest and Dividends - 35,580 35,580
Net Depreciation (Realized -
and Unrealized) (25,188) (112,968) (138,156)
End of Year $ 135759 $ 1,068446 $ 1,204,205
Year Ended June 30, 2019:
Beginning of Year $ 143925 $ 1,165,190 $ 1,309,115
Contributions (29,199) 29,199 -
Withdrawals (66,000) - (66,000)
Assets Transferred
by Board Designation 65,819 (65,819) -
Investment Return:
Interest and Dividends - 74,143 74,143
Net Appreciation (Realized
and Unrealized) - (6,651) (6,651)
End of Year $ 114545 $ 1,196,062 $ 1,310,607

4. FAIR VALUE MEASUREMENTS

Fair value is defined as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date.
Generally accepted accounting principles also establish a fair value hierarchy which requires
an entity to maximize the use of observable inputs and minimize the use of unobservable
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

4. FAIR VALUE MEASUREMENTS, CONTINUED

inputs when measuring fair value. The standard describes three levels of inputs that may be
used to measure fair value:

Level 1—Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that ANGF can access.

Level 2—Inputs to the valuation methodologies include (1) quoted prices for similar assets or
liabilities in active markets; (2) quoted prices for identical or similar assets or liabilities in
inactive markets; (3) inputs other than quoted prices that are observable for the assets or
liabilities; and (4) inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

Level 3—Inputs to the valuation methodology are unobservable and significant to the fair value
measurement. The asset or liability’s fair value measurement level with the fair value hierarchy
is based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize the
use of unobserved inputs.

Investments measured at fair value on a recurring basis at June 30, 2020, were as follows:

Fair Value Level 1 Level 2 Level 3
Endowment Assets:
Cash and Cash Alternatives $ 192,044 $ 192,044 $ - 8 -
Fixed Income 261,727 261,727 - -
Exchange-Traded Products 314,262 314,262 - -
Equities 436,172 436,172 - -
$ 1,204,205 $ 1,204,205 $ - % -

Investments measured at fair value on a recurring basis at June 30, 2019, were as follows:

Fair Value Level 1 Level 2 Level 3
Endowment Assets:
Money Market Funds $ 338485 $§ 338,485 §$ - 3 -
Fixed Income 10,197 10,197 - -
Mutual Funds:
Bond Funds 211,757 211,757 - -
Equity Funds 750,168 750,168 - -

$ 1,310,607 $ 1,310,607 $

1
L2
'
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ARKANSAS NATIONAL GUARD FOUNDATION, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019

5. DONOR RESTRICTED NET ASSETS

Donor restricted net assets at June 30, 2020, and 2019, are available to ANGF for the
following purposes:

2020 2019
Scholarships $ 28967 $ 28,967
National Guard Association of Arkansas Education 37,335 37,335
Survivor Qutreach Services - 1,214
Minute Man Youth Camp - 1,373
Arkansas National Guard Museum Fund 65,000 65,813
Diamond Fund 1,000,000 1,130,249

$ 1,131,302 $ 1,264,951

At June 30, 2020 and 2019, income earned from the endowment fund is available to support
any of ANGF’s charitable purposes.

6. RELATED PARTY TRANSACTIONS

ANGF pays NGAA an administrative fee of $250 per quarter. In 2018, ANGF hired an
employee that was paid through NGAA. The salary reimbursement to NGAA was $7,187 for
the year ended June 30, 2019. There was no salary reimbursement for the year ended June
30, 2020. ANGF made a charitable contribution to NGAA in the amount of $5,814, which is
included in other payables at June 30, 2020.

7. LIQUIDITY MANAGEMENT

Financial Assets, at Year end $ 1,209,922

Less Restricted Funds (1,131,302)
Financial Assets Available to Meet Cash Needs for

General Expenditures Within One Year $ 78,620

ANGF is substantially supported by the return on its endowment fund. As part of ANGF'’s
liquidity management, it has a policy to structure its financial assets to be available as its
general expenditures, liabilities, and other obligations come due. The restricted funds above
are maintained within the endowment fund and are fully funded through money market and
mutual funds that are managed by an investment advisor. In addition, ANGF can draw upon
its funds within the endowment fund that are not restricted to meet its liquidity needs.

8. SUBSEQUENT EVENTS

Management of ANGF has evaluated subsequent events through July 23, 2020, the date
these financial statements were available to be issued.



