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Prepared in Accordance with Government Accounting Standards Board
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Management’s Discussion and Analysis

The following Management's Discussion and Analysis (MDA) provides an overview of the financial performance of
Wichita State University (University) based on currently known facts, decisions and conditions. It is designed to
assist readers in understanding the accompanying financial statements. These financial statements are prepared
in accordance with Government Accounting Standards Board (GASB) principles, with one exception. Due to the
privacy of the Wichita State University Foundation, management elected to exclude a major component unit,
Wichita State University Foundation, from these financial statements, and footnotes. GASB Statement No. 39,
Determining Whether Certain Organizations are Component Units, requires the inclusion of this entity.

This MDA discussion should be read in conjunction with the University's financial statements and footnotes which
have been prepared by management. The financial statements, footnotes and this discussion are the
/Cix.p18003%j/TT11TfTd[pr)8(epared)JJ0.0005TcTde003=
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Management’s Discussion and Analysis
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Management’s Discussion and Analysis

Total net assets at June 30, 2007 were $162.8 million, a $6.4 million increase over the prior year, or a 4.1%
increase in net assets. The summary of net assets is shown below:

June 30, 2007 June 30, 2006
Capital Assets, Netof Rdated Dbt $ 125,020,157 $ 113,264,527
Restricted Net Assets 21,879,712 30,103,995
Unrestricted Net Assets 15,884,761 13,015,353

Total Net Assets $ 162,784,630 $ 156,383,875
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Management’s Discussion and Analysis

REVENUES

Total operating revenues at the University as of June 30, 2007, increased by $11.66 million or 11.34% over the
previous year. The following is a brief summary of the significant changes:

< Tuition and fee revenues, after scholarship allowances, were $46 million in FY 2007 compared to $41.6
million in FY 2006. This increase is a direct result of a tuition increase approved by the Kansas Board of
Regents for FY 2007, and an increase of 222 students enrolling in 2,440 additional credit hours.

International student enrollment increased by 51 students with an additional 662 credit hours. These
funds provided additional resources to "0
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Management’s Discussion and Analysis

Other revenues included the following:
e Capital appropriations decreased by $42.7 thousand. These funds were used for rehabilitation and repair
of facilities and bond debt payment. Capital appropriations were $3.05 million in FY 2007 and $3.1 million
in FY 2006.

= Gifts for capital projects were $5.65 million in 2007, which were f®&imarily
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OPERATING EXPENSES
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Management’s Discussion and Analysis

ECONOMIC OUTLOOK

The State of Kansas Division of Budget revenue estimate as of November 5, 2007 of $5,717 billion
represents a 1.6 percent



Financial Statements with Notes






FY 2007 FY 2006 FY 2007 FY 2006

Operating Revenues:
Tuition and fees, net of scholarship allowances of $11,194,644 in 2007
and $11,496,869 in 2006 $  46,025,246.64 $  41,625,361.24 $ 3,731,177.00 $ 3,477,560.00
Federal grants and contracts 31,362,637.28



FY 2007 FY 2006

Cash Flows from Operating Activities

Tuition and fees $ 47,812,973.37 $ 41,636,602.63
Sales and services of educational activities 13,086,303.01 13,622,462.38
Auxiliary enterprise charges

Housing 4,662,455.23 3,834,660.14

Parking 1,413,967.69 895,445.80
Research Grants and contracts 48,119,819.16 28,101,512.25
Payments to suppliers (55,693,933.86) (43,434,393.47)
Payments for utilities (4,744,510.65) (5,882,327.62)
Payments for Scholarships and Benefits (7,948,904.05) (3,400,334.68)
Compensation & benefits (124,251,338.74) (122,103,932.99)
Loans issued to students (1,689,240.17) (1,409,564.36)
Collections on loans issued to students 1,224,980.34 1,192,690.30
Other receipts (payments) 8,366,874.66 9,787,417.53

Net Cash Flows from Operating Activities $ (69,640,554.01) $ (77,159,762.09)

Cash Flows from Noncapital Financing Activities

State appropriations $ 71,739,177.00 $ 70,359,749.00
Gifts 11,021,271.75 9,999,215.40
Funds held for others 21,113.16 799,503.00
Federal family education loan receipts 45,923,533.27 43,189,951.00
Federal family education loan disbursements (45,923,533.27) (43,189,951.00)

Net Cash Flows from Noncapital Financing Activities $ 82,781,561.91 $ 81,158,467.40

CashQperatingJ L20Tf@003FF TOTfActivitiesyF TTf27326TdB82BI B20TdE003FI TOTHActivitiesy T TTf27628dBtatey $62IfeRceeTAGOOIF TETbeldyL2If200@aalyL2ftamilyy L2IfBTTOTF7035Tf T2#0an) £2]
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Notes to the Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements do not include the data of the Wichita State University Foundation, a
major component unit of this primary government. Therefore, the accompanying financial statements and related
supplemental information have not been prepared in conformity with accounting principles generally accepted in
the United States ofAAmadri Ameri Aregtiinite Unitenite€
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Notes to the Financial Statements
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
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Notes to the Financial Statements

Costs
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Notes to the Financial Statements

Classification of Revenues. The University has classified its revenues as either operating or non-operating
revenues according to the following criteria:

Operating Revenues: Operating revenues include activities that have the characteristics of exchange transactions,
such as (1) student tuition and fees, net of scholarships discounts and allowances, (2) sales and services of auxiliary
enterprises, (3) most federal, state and local grants and contracts, and (4) interest on institutional student loans
and auxiliary enterprises.

Non-Operating Revenues: Non-operating revenues include state appropriations, restricted funds set aside per
State of Kansas Mandate for transfer to General Fund, and income from investments. These revenues are from
activities that have the characteristics of non-exchange transactions as defined as non-operating revenues by
GASB Statement No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and
Governmental Entities That Use Proprietary fund Accounting, GASB Statement No. 34, Basic Financial
Statements - and Management's Discussion and Analysis - for State and Local Governments as amended by
GASB Statement No. 35, Basic Financial Statements - and Management's Discussion and Analysis - for Public
Colleges and Universities.

Scholarship Discounts and Allowances. Student tuition and fee
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Notes to the Financial Statements

Fair
Type of Investment Category 1 Category 2 Category 3 Value
u.s.
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Notes to the Financial Statements

The University elected not to capitalize its library book collections. Those collections adhere to the University's
policy to (a) maintain them for public exhibition, education, or research; (b) protect, keep encumbered, care for
and preserve them; and (c) require proceeds from their sale to be used to acquire other collection items.
Generally accepted accounting principles
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Notes to the Financial Statements

NOTE 6 - DEFERRED REVENUES

Deferred revenues consist primarily of summer session tuition and fees and advance collections on grants and
contracts. The breakdown of deferred revenues is as follows:

Deferred Revenues June 30, 2007 June 30, 2006
Tuition and Fees $ 0.00 $ 63,238.31
Student Housing Contracts 77,118.00 208.00
Summer Session 4,168,811.56 242,514.85
Grants and Contracts 4,113,891.47 3,362,831.11
Total Deferred Revenues $ 8,359,821.03 $ 3,668,792.27

NOTE 7 - LONG-TERM LIABILITIES

Long-term liabilities as of June 30, 2007, consisted of the following:

Principal FY 2008 Long-Term Current
Outstanding Principal Liabilities as of Liabilities as of
Liabilities June 30, 2007 Additions Payment June 30, 2007 June 30, 2007
Revenue Bonds Payable:
Housing System Renovation Project -
Refunding Revenue Bonds Series 2002P $ 10,265,000.00 $ 000 $ 510,000.00 9,755,000.00 510,000.00
Parking System Project Revenue
Bonds - Series 2000B 3,780,000.00 0.00 335,000.00 3,445,000.00 335,000.00
WSU Research and Development
Facilities Projects - Series 2003C 2,305,000.00 0.00 0.00 2,305,000.00 0.00
National Institute for Aviation Research -
Research and Development
Facilities Projects - Series 2003C 3,660,000.00 0.00 1,160,000.00 2,500,000.00 1,160,000.00
WSU Research and Development
Facilities Projects - Series 2005D 7,650,000.00 0.00 550,000.00 7,100,000.00 550,000.00
National Institute for Aviation Research -
Research and Development
Facilities Projects - Series 2005D 6,185,000.00 0.00 55,000.00 6,130,000.00 55,000.00
Total Liabilities $ 33,845,000.00 $ 000 $ 2,610,000.00 31,235,000.00 2,610,000.00

NOTE 8 - REVENUE BONDS OUTSTANDING

Revenue bonds payable consisted of the following as of June 30, 2007:

Housing System Revenue Project-Refunding Revenue Bonds Series 2002P

Issued by Kansas Development Finance Authority on December 2, 2002
Original amount of $12,150,000

Due in annual installments with final maturity on June 1, 2021

Interest ranging from 3.00% to 4.75%, payable semi-annually
Collateralized by dormitory fees from residential students

FY 2008 Principal Payment: $510,000

22

Principal

Outstanding
June 30, 2007

$10,265,000.00
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Notes to the Financial Statements

Parking System Renovation Project-Revenue Bonds Series 2000B

e Issued by Kansas Development Finance Authority on May 15, 2000 $3,780,000.00
e Original amount of $5,705,000

e Due in annual installments with final maturity on April 1, 2015

e Interest ranging from 4.70% to 5.90%, payable semi-annually

e Collateralized by parking fees from student, faculty and staff

e FY 2008 Principal Payment: $335,000

WSU Research and Development Facilities Projects-Revenue Bonds Series 2003C $2,305,000.00
for the Engineering Research Laboratory Building

e Issued by Kansas Development Finance Authority on February 11, 2003

e Original amount of $2,305,000

e Due in annual installments with final maturity on October 1, 2023

e Interest rate is 5.00%, payable semi-annually

e Collateralized by restricted use and sponsored research overhead funds from Wichita State University
and interest earned

e Principal payments will not commence until FY 2022 due to the structuring of the debt service payments
of the 2005D bond issue

National Institute for Aviation Research —Research and Development Facilities- $3,660,000.00
Revenue Bonds Series 2003C for Aviation Research Equipment

e Issued by Kansas Development Finance Authority on February 11, 2003
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Notes to the Financial Statements
For the year ended June 30, 2007, active KP&FF members were required by statute to contribute 7% and the
university to contribute 12.52% of the employee's covered payroll. The Kansas Legislature establishes and
may amend active plan members' and the University's contribution rates. The University contributed

$121,151.03 during fiscal year 2007 and individual employees contributed $67,736.38.

Defined Contribution Plan

Eligible faculty and unclassified employees are required to participate in the Kansas Board of Regents (Regents)
defined contribution retirement plan, which was authorized by K.S.A. 74-4925. The Regents have selected the
following companies to provide investment options to participants: (1) Teachers Insurance and Annuity
Association/C2cegTj/C211Tf0Tc&7.990Td8003%j/TT11T0.0002Tc0.3290Td(BoRirem)8t
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Notes to the Financial Statements

The State of Kansas does not insure buildings and contents, valued under $500,000, and does not insure State-
owned automobiles
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Notes to the Financial Statements

The Athletic Board of Directors serves as an advisory body to the President of the University and the Director of
Athletics. The Athletic Board consists of nineteen members who are appointed by the President from the
following constituencies: twelve University personnel, three students, and four persons from the community. The
Athletic Board provides the President and the Director of Athletics with its views on all significant questions
relating to Athletic Association policies and activities. The management functions of the Athletic Association are
delegated to the Director of Athletics by the President.

Although incorporated as a not-for-profit organization, exempt from federal income taxes under Section 501(c)(3)
of the Internal Revenue Code, Absociation
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Notes to the Financial Statements
The Union has an advisory board of directors to assist staff management. The sixteen person board of directors
consists of five senior management and staff of the University, the Union Director, an Alumni Association

representative and nine students.

The Union prepares its financial statements according to Financial Accounting Standards Board (FASB)
pronouncements including FASB Statement No. 117, Financial Reporting for Not Reporting
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Notes to the Financial Statements
The Board of Trustees basic financial statements are prepared on a government-wide basis. All activities of the
Board of Trustees are considered a single governmental type activity and for this reason the government-wide and

fund financial statements are combined.

The Board of Trustees furnishes
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Notes to the Financial Statements

Total WSU Portion
Fiscal Year Appropriation of Appropriation
2008 30,000,000.00 3,093,000.00
2009 20,000,000.00 2,062,000.00
2010 15,000,000.00 1,546,500.00
2011 15,000,000.00 1,546,500.00
2012 10,000,000.00 1,031,000.00
Total 90,000,000.00 9,279,000.00

In addition to these new funds, Wichita State University will receive $1.5 million in revenue from another source
that has been allocated annually for such purposes over the past several years. In addition, the Legislature has
approved, for the first time in history, that the six universities will be permitted to retain the interest earnings on
their tuition, restricted fees and sponsored research overhead revenues beginning in FY 2008. In the case of WSU,
it is anticipated that an additional revenue totaling $1.1 million will come from this source. Through these three
sources of revenue, Wichita State University will be able to make significant progress on its deferred maintenance
problems.

30
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Supplemental Financial Information

Note: The following financial statements have been prepared on a modified accrual basis of
accounting and represent the historical format of the University’s financial statements prior to
GASB 34/35. These financial statements have been prepared for historical purposes and are to
be used for internal management purposes only.
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