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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Plan Participants and Plan Administrator of
Apogee Enterprises, Inc. 401(k) Retirement Plan
Minneapolis, MN

Opinion on the Financial Statements

We have audited the accompanying statements of net assets available for benefits of the Apogee Enterprises, Inc. 401(k) Retirement Plan (the “Plan”) as of
December 31, 2017 and 2016, the related statement of changes in net assets available for benefits for the years then ended, and the related notes (collectively
referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the net assets available for benefits of
the Plan as of December 31, 2017 and 2016, and the changes in net assets available for benefits for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Plan’s management. Our responsibility is to express an opinion on the Plan’s financial statements
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Plan in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures
to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

Report on Supplemental Schedules

The supplemental schedule of assets (held at end of year) as of December 31, 2017 and the schedule of delinquent participant contributions for the year ended
December 31, 2017 have been subjected to audit procedures performed in conjunction with the audit of the Plan’s financial statements. The supplemental
schedules are the responsibility of the Plan’s management. Our audit procedures included determining whether the supplemental schedules reconcile to the
financial statements or the underlying accounting and other records, as applicable, and performing procedures to test the completeness and accuracy of the
information presented in the supplemental schedules. In forming our opinion on the supplemental schedules, we evaluated whether the supplemental
schedules, including their form and content, are presented in compliance with the Department of Labor’s Rules and Regulations for Reporting and Disclosure
under the Employee Retirement Income Security Act of 1974. In our opinion, such schedules are fairly stated, in all material respects, in relation to the
financial statements as a whole.

 

Minneapolis, Minnesota
June 29, 2018
We have served as the auditor of the Plan since 2002.
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APOGEE ENTERPRISES, INC. 401(k) RETIREMENT PLAN

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS
AS OF DECEMBER 31, 2017 AND 2016 
 
   2017    2016  

Participant-directed investments - at fair value     $    306,229,322       $    263,805,859   
Fully benefit-responsive investment contracts - at contract value    39,056,816      40,835,223   
Notes receivable from participants    10,546,816      9,850,817   
Employer contributions receivable    91,001      54,275   

    
 

    
 

NET ASSETS AVAILABLE FOR BENEFITS     $    355,923,955       $    314,546,174   
    

 

    

 

See notes to financial statements.
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APOGEE ENTERPRISES, INC. 401(k) RETIREMENT PLAN

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016 
 
   2017   2016  

NET ASSETS AVAILABLE FOR BENEFITS — At beginning of year   $ 314,546,174  $ 286,818,212 

INCREASES (DECREASES) DURING THE YEAR:    
Net realized and unrealized appreciation of investments    38,159,895   22,770,431 
Interest and dividend income    1,218,451   965,840 
Loan interest income    462,607   416,791 
Employee contributions    14,705,383   13,016,133 
Employer contributions    6,728,813   5,991,026 
Rollover contributions    1,745,066   1,327,737 
Distributions to participants    (20,908,561)   (16,043,891) 
Administrative expenses    (733,873)   (716,105) 

    
 

   
 

NET ASSETS AVAILABLE FOR BENEFITS — At end of year   $ 355,923,955  $ 314,546,174 
    

 

   

 

See notes to financial statements.
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APOGEE ENTERPRISES, INC. 401(k) RETIREMENT PLAN

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
 
1. Summary Description of the Plan

The following description of the Apogee Enterprises, Inc. 401(k) Retirement Plan (the “Plan”) is provided for general information purposes only. Participants should refer to
the Plan document for more complete information.

General — The Plan is a defined contribution plan sponsored and administered by Apogee Enterprises, Inc. (the “Company”) for the benefit of all eligible employees. The
Plan is subject to the provisions of the Employee Retirement Income Security Act of 1974 (“ERISA”), as amended.

Plan Administrator, Trustee, and Record Keeper — The Company has appointed a committee consisting of certain officers and employees to be the Plan Administrator.
The Principal Trust Company (the “Trustee”) holds the Plan’s investments in a trust, executes investment transactions, and collects and allocates the related investment
income based on employee elections. The Principal Financial Group is the record keeper.

Eligibility — As of January 1, 2017, under the terms of the Plan, a nonunion employee, or a union employee within a union agreement to participate, scheduled to work
1,000 hours in a 12-month period shall be eligible to participate in the Plan upon attaining age 18 and completing 30 days of qualified service. Prior to January 1, 2017,
under the terms of the Plan, a nonunion employee, or a union employee within a union agreement to participant, scheduled to work for 1,000 hours in a 12-month period
shall be eligible to participate in the Plan upon attaining age 21 and completing 90 days of qualified service.

Contributions — Participants may elect to have 1% to 60% of their compensation withheld and contributed to their basic account in the Plan, subject to the Internal
Revenue Service (“IRS”) pretax contribution limits. Participants are automatically enrolled into the Plan at a deferral rate of 3% of their compensation. For those
participants who were automatically enrolled in the Plan and had not modified their deferral rate, the Plan adds a 1% increase to their deferral as of January first each
year, until a deferral rate of 10% is achieved. Participants can choose at any time to discontinue contributions. For the years ended December 31, 2017 and 2016, the
Company contributed for eligible nonunion and union participants an amount equal to 100% of the first 1% deferred, and 50% on the next 5% deferred.

Contributions made by participants who are members of the General Service Employees Union, Local No. 1 of the Service Employees International Union, AFL-CIO (the
“Tru Vue Union”) are not matched by the Company. The Company contributes to Tru Vue Union participants an amount determined by the agreement between Tru Vue,
Inc., a subsidiary of the Company, and the Tru Vue Union. The Company made a contribution in the amount of $35,276 and $37,325 for the plan years 2017 and 2016,
respectively, for eligible members of the Tru Vue Union, which is included within the employer contributions receivable in the statements of net assets available for
benefits.

While none have been made to date, the Company may also make additional discretionary profit-sharing contributions to all eligible participants. The Plan also allows
participants to roll over lump-sum payments from other qualified plans.

Investments — Participants may make daily elections as to the investment of their pretax and Company contributions. Participants have the opportunity to direct all
amounts allocated to their accounts and may choose to invest in a variety of mutual funds, common collective trust funds, pooled separate accounts plus Company stock.
These investment elections must be made in 1% increments with no more than 20% invested in the Company Stock Fund.

Vesting — Participants’ pretax contributions are 100% vested at all times. Participants become 100% vested in their Company contributions after completing two years of
qualified service with the Company or in the event of death, disability, or retirement. At December 31, 2017 and 2016, forfeited nonvested amounts were approximately
$195,000 and $156,000, respectively, which are used to reduce the Company’s matching contribution. During the year ended December 31, 2017, employer contributions
were reduced by $163,000 from forfeited nonvested accounts plus earnings and uncashed account checks.

Notes Receivable from Participants — The Plan allows participants employed by the Company to borrow up to 50% of the participant’s vested account balance, with a
minimum of $500 and a maximum of $50,000, reduced by the highest outstanding loan balance in the previous 12-month period. A participant’s loan is financed
proportionately from the account balances held in each investment. Loans can be repaid in one, two, three, four or five years or, in the case of a home purchase, up to
15 years. The interest rate on the loans is 1% above the United States of America prime rate on the last business day of the calendar month preceding the calendar
month in which the loan is granted. Loans are repaid through payroll deductions and are secured by the participant’s remaining account balance. If the participant
terminates employment with the Company, either the outstanding loan balance must be repaid in a lump sum or distributions to the participant will be reduced accordingly.
All new loans for the years ending December 31, 2017 and December 31, 2016 had an interest rate of 5.25% and 4.50%, respectively.

Distributions — Upon death, disability, termination of employment, or retirement, participants may elect a lump-sum payment from the Plan. An annuity option may be
available to certain participants.

 
4



Table of Contents

A participant can elect to retain his or her account balance over $5,000 with the Plan until the later of separation of service or age 70 1⁄2; however, a participant who is a
5% or more holder of Company stock may not defer his or her distribution beyond age 70 1⁄2.

Employees may make withdrawals upon attainment of age 59 1⁄2. Early withdrawal prior to age 59 1⁄2 from employee basic contributions is permitted only if financial
hardship is demonstrated and other financial resources are not available. Hardship withdrawals shall be made in compliance with safe harbor regulations established by
the IRS.

Plan Termination –- The Company contributes to the Plan as specified in the Plan documents. Although the Company has not expressed any intent to terminate the Plan,
it may do so at any time, subject to such provisions set forth in ERISA. In the event that the Plan is terminated, all Company-contributed amounts would immediately
become 100% vested.

 
2. Summary of Significant Accounting Policies

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

 

 

a. The Plan’s investments are stated at fair value, except for fully benefit-responsive investment contracts, which are reported at contract value. Fair value of a
financial instrument is 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; see Note 4 for additional discussion. Contract value is the amount Plan participants would receive if they were to initiate permitted transactions
under the terms of the Plan.

 
 b. Notes receivable from participants are measured at their unpaid principal balance plus any accrued but unpaid interest.
 
 c. Investment income is recorded on the accrual basis and dividend income on the ex-dividend date. Investment income includes recognition and allocation of interest

income and realized and unrealized gains and losses.
 
 d. Deposits, withdrawals, and transfers by the Plan are made at fair value when the transactions occur, except for the Stable Value Fund as described in Note 5.

Use of Estimates — The preparation of financial statements in conformity with GAAP requires the Plan Administrator to make estimates and assumptions that affect the
reported amounts of net assets available for benefits and changes therein. Actual results could differ from those estimates.

Risks and Uncertainties — The Plan’s various investment securities are exposed to various risks, such as interest rate risk, credit risk, and overall market volatility. Due to
the level of risk and uncertainty, it is reasonably possible that changes in the values of the investments will occur in the near term, and such changes could materially
affect participants’ account balances, and the amounts reported in the financial statements.

Administrative Expenses — All administrative expenses related to trustee and recordkeeping services were paid by the Plan.

Payments of Benefits — Benefit payments to participants are recorded upon distribution. For the years ended December 31, 2017 and December 31, 2016, respectively,
amounts allocated to accounts of persons who have elected to withdraw from the Plan, but have not been paid, were $0.

Subsequent Events — There have been no subsequent events which required recognition in the financial statements.
 
3. Federal Tax Status

The Company received a favorable determination letter from the Internal Revenue Service dated February 10, 2016, stating that the Plan and related trust were designed
in accordance with applicable sections of the Internal Revenue Code, and the Plan and related trust continue to be tax-exempt. Therefore, no provision for income taxes
has been included in the Plan’s financial statements.

During the Plan year, the Plan had certain administrative issues occur. In order to prevent the Plan from incurring a qualification defect, the Plan’s sponsor has taken the
necessary corrective action in accordance with the acceptable correction methods of the Employee Plans Compliance Resolution System (EPCRS). The Plan Sponsor
has taken necessary corrective steps. The Plan Sponsor believes the Plan has maintained its tax-exempt status. Therefore, no provision for income taxes has been
included in the Plan’s financial statements.

The Plan Administrator determined no uncertain tax positions have been taken as of December 31, 2017 and 2016. The Plan is subject to routine audits by taxing
jurisdictions; however, there are currently no audits in progress and the Plan is no longer subject to income tax examinations for years prior to 2014.

 
4. Fair Value Measurements

Financial assets and liabilities are classified in the fair value hierarchy based on the lowest level input that is significant to the fair value measurement: Level 1 (unadjusted
quoted prices in active markets for identical assets or liabilities); Level 2 (observable market inputs, other than quoted prices included in Level 1); and Level 3
(unobservable inputs that cannot be corroborated by observable market data). The Plan does not have any Level 3 assets or liabilities.
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Financial assets measured at fair value on a recurring basis as of December 31, 2017 were as follows:
 

Investments measured at quoted prices in active markets (Level 1):   
Mutual funds       $ 69,012,412     
Apogee Enterprises, Inc. common stock    18,897,505     

    
 

Total    87,909,917     
Investments measured at net asset value (NAV):   

Common collective trust funds    200,959,436     
Pooled separate accounts - index funds    17,359,969     

    
 

Total investments       $  306,229,322     
    

 

Financial assets measured at fair value on a recurring basis as of December 31, 2016 were as follows:
 

Investments measured at quoted prices in active markets (Level 1):   
Mutual funds       $ 55,534,141     
Apogee Enterprises, Inc. common stock    23,456,704     

    
 

Total    78,990,845     
Investments measured at net asset value (NAV):   

Common collective trust funds    168,555,275     
Pooled separate accounts - index funds    16,259,739     

    
 

Total investments       $  263,805,859     
    

 

The following is a description of the valuation methodologies used for assets measured at fair value.

Mutual funds were valued at quoted market prices.

Apogee Common Stock was valued at the closing price reported on the NASDAQ Global Select Market on the last business day of the Plan year.

Common Collective Trust Funds are valued at the NAV of units of a bank collective trust. The NAV as provided by the trustee is used as a practical expedient to estimate
fair value. The NAV is based on the fair value of the underlying investments held by the fund (a diversified portfolio of U.S. and international stocks, inflation-hedging
securities, U.S. bonds and cash reserves) less its liabilities. This practical expedient is not used when it is determined to be probable that the fund will sell the investment
for an amount different than the reported net asset value. Participant transactions (purchased and sales) may occur daily. Were the Plan to initiate a full redemption of the
collective trust, the investment advisor reserves the right to temporarily delay withdrawal from the trust in order to ensure that securities liquidations will be carried out in
an orderly business manner. These investments are available to redeem immediately, and there are no redemption restrictions or notice periods required. There were no
unfunded commitments as of December 31, 2017.

The Pooled Separate Accounts are investments represented by a unit of account whose per unit value is the result of the accumulated values of the underlying
investments. The underlying investments are public investment vehicles valued using NAV per share. The NAV is based upon the value of the underlying assets owned by
the fund, minus its liabilities, and then divided by the number of shares outstanding. The NAVs of the underlying investments are quoted in an active market. The Plan has
no unfunded commitments related to the pooled separate accounts and redemptions and subscriptions are permitted daily.

 
5. Stable Value Fund

The Plan provides participants a self-managed stable value investment option (the Prudential Stable Value Fund or “the Fund”) that simulates the performance of a
guaranteed investment contract, whereby participants execute Plan transactions at contract value. Contract value represents contributions made to the fund, plus
earnings, less participant withdrawals. The self-managed stable value fund is composed of a portfolio of bonds and other fixed income securities owned by the Plan and
an investment contract issued by an insurance company designed to provide a contract value “wrapper” around the fixed income portfolio to guarantee a specific interest
rate which is reset quarterly and that cannot be less than zero. The wrapper contract provides that realized and unrealized gains and losses on the underlying fixed
income portfolio are not reflected immediately in the net assets of the fund, but rather are amortized over the duration of the underlying assets through adjustments to the
future interest crediting rate. Primary variables impacting future crediting rates of the Fund include the current yield, duration, and existing difference between market and
contract value of the underlying assets within the wrap contract.

Limitations on the Ability of the Fund to Transact at Contract Value

Certain events may limit the ability of the Plan to transact at contract value or may allow for the termination of the wrapper contract at less than contract value. These
events may differ under each contract. Examples of such invents include the following:

 
 1. The Plan’s failure to qualify under Section 401(a) of the Internal Revenue Code or the failure of the trust to be tax-exempt under Section 501(a) of the Internal

Revenue Code
 
 2. Premature termination of the contracts
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 3. Plan termination or merger initiated by the Plan Sponsor
 
 4. Changes to the Plan’s prohibition on competing investment options
 
 5. Bankruptcy of the Plan Sponsor or other Plan Sponsor events (for example, divestitures or spinoffs of a subsidiary) that significantly affect the Plan’s normal

operations.

No events are probable of occurring that might limit the ability of the Plan to transact at contract value with the contract issuers and that also would limit the ability of the
Plan to transact at contract value with the participants.

In addition, certain events allow the issuer to terminate the contracts with the Plan and settle at an amount different from contract value. Those events may be different
under each contract. Examples of such events include the following:

 
 1. An uncured violation of the Plan’s investment guidelines
 
 2. A breach of material obligation under the contract
 
 3. A material misrepresentation
 
 4. A material amendment to the agreements without the consent of the issuer
 
6. Party-in-Interest Transactions

The Plan paid $29,979 to State Street Bank and Trust Company, $172,077 to Prudential Insurance Co., and $584,413 to Principal for investment management services for
the year ended December 31, 2017. At December 31, 2017 and 2016, the Plan held 413,241 and 439,095 shares, respectively, of Company stock, with a cost basis of
$10,833,810 and $10,538,506, respectively. During the years ended December 31, 2017 and 2016, the Plan recorded dividend income from the Company’s common
stock of $239,060 and $220,314, respectively. The Plan also holds shares in the Principal Midcap S&P 400 Index Fund and the Principal Smallcap S&P 600 Index Fund,
which are both managed by the Trustee. These transactions qualify as exempt party-in-interest transactions.

The Company remitted certain participant contributions to the custodian later than required by DOL Regulation 2510.3-102. The Company has filed Form 5330 with the
IRS and has paid the required excise tax on the transactions. In addition, participant accounts have been credited with the amount of investment income that would have
been earned had the participant contributions been remitted on a timely basis as required by the DOL guidelines.

 
7. Reconciliation of Financial Statements to Form 5500

For the years ended December 31, 2017 and 2016, a reconciliation of distributions to participants per the financial statements to the Form 5500 is as follows:
 

   2017    2016  
Total distributions to participants per the financial statements   $(20,908,561)   $(16,043,891) 
Plus amount allocated to participants for withdrawal at December 31, 2016    -    17,992 

    
 

    
 

Total distributions to participants per the Form 5500   $(20,908,561)   $(16,025,899) 
    

 

    

 

* * * * * *
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SUPPLEMENTAL SCHEDULES FURNISHED PURSUANT TO THE
REQUIREMENTS OF FORM 5500

APOGEE ENTERPRISES, INC. 401(k) RETIREMENT PLAN
EIN: 41-0919654, PLAN NUMBER: 005
SCHEDULE H, PART IV, LINE 4i — SCHEDULE OF ASSETS (HELD AT END OF YEAR)
AS OF DECEMBER 31, 2017

Description   Cost 
Description of

Investment   
Current
Value  

Prudential Stable Value Fund   **  Stable value fund   $ 39,056,816 
Northern Trust Focus 2025 Fund   **  Common/collective trust    27,139,075 
Northern Trust S&P 500 Index Fund   **  Common/collective trust    26,896,959 
Northern Trust Focus 2030 Fund   **  Common/collective trust    24,750,888 
Northern Trust Russell 1000 Value Index Fund   **  Common/collective trust    21,581,370 
Northern Trust Focus 2035 Fund   **  Common/collective trust    19,315,820 
Northern Trust Focus 2020 Fund   **  Common/collective trust    14,480,202 
Northern Trust Focus 2040 Fund   **  Common/collective trust    18,055,452 
Northern Trust Russell 1000 Growth Index Fund   **  Common/collective trust    16,161,029 
Northern Trust Focus 2045 Fund   **  Common/collective trust    12,774,644 
Northern Trust Focus 2050 Fund   **  Common/collective trust    12,045,933 
Northern Trust Focus 2015 Fund   **  Common/collective trust    5,445,811 
Northern Trust Focus Income Fund   **  Common/collective trust    1,315,454 
Northern Trust Focus 2010 Fund   **  Common/collective trust    750,056 
Blackrock Strategic Completion Fund   **  Common/collective trust    246,743 
PNC Multi Factor Small Cap Core Fund   **  Mutual fund    16,177,649 
Vanguard TTL Bond Market Index   **  Mutual fund    13,170,513 
American Funds EuroPacific Growth Fund   **  Mutual fund    16,585,035 
Vanguard Developing Markets Index   **  Mutual fund    6,055,403 
Vanguard Midcap Value Index   **  Mutual fund    5,141,709 
Vanguard Smallcap Value Index   **  Mutual fund    3,621,207 
Vanguard Midcap Growth Index   **  Mutual fund    4,093,692 
Vanguard International Value Fund   **  Mutual fund    2,746,230 
Vanguard Treasury Money Market Fund   **  Mutual fund    1,420,974 
Prinicipal Midcap S&P 400 Index*   **  Pooled separate account    14,035,721 
Prinicipal Smallcap S&P 600 Index*   **  Pooled separate account    3,324,248 
Apogee Enterprises, Inc. Common Stock*   **  Employer securities    18,897,505 
Loans to participants*, with maturity dates ranging from 2/27/2018 to 12/8/2032 and

with interest rates of 4.25% to 9.25%    Participant loans    10,546,816 
       

 

TOTAL      $     355,832,954 
       

 

* Denotes party-in-interest

** Historical cost has been omitted for participant-directed investments

See accompanying Independent Auditors’ Report.
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APOGEE ENTERPRISES, INC. 401(k) RETIREMENT PLAN
EIN: 41-0919654, PLAN NUMBER: 005
FORM 5500, SCHEDULE H, PART IV, QUESTION 4a — SCHEDULE OF DELINQUENT PARTICIPANT CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2017
 
   Total That Constitute Nonexempt Prohibited      
   Transactions    Total Fully 

Participant Contributions Transferred Late to the Plan   

Contributions
Not

Corrected    

Contributions
Corrected

Outside VFCP   

Contributions
Pending

Correction in
VFCP    

Corrected
under

VFCP and
PTE

2002-51  
Delinquent participant contributions   $ -   $ 321   $ -   $ - 

    

 

    

 

    

 

    

 

See accompanying Independent Auditors’ Report
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or other persons who administer the employee benefit plan) have duly caused this annual report
to be signed on its behalf by the undersigned hereunto duly authorized.

APOGEE ENTERPRISES, INC.
401(k) RETIREMENT PLAN

 
By:         APOGEE ENTERPRISES, INC.

 Plan Administrator
 
By:         /s/ James S. Porter

James S. Porter
Executive Vice President and Chief Financial Officer

Date: June 29, 2018
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-207369 on Form S-8 of our report dated June 29, 2018, relating to the
financial statements and supplemental schedules of Apogee Enterprises, Inc. 401(k) Retirement Plan appearing in this Annual Report on Form 11-K of
Apogee Enterprises, Inc. 401(k) Retirement Plan for the year ended December 31, 2017.

 

Minneapolis, Minnesota

June 29, 2018


