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The report consists of the Independent Auditor's Report, Management’s Discussion and
Analysis, the basic financial statements, and the notes to the financial statements of the
University and its aggregate discretely presented component units. It presents the
respective financial positions of the University and its component units and is intended
for the use of administrative officers and other interested parties.
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Certified Public Accountants, for fiscal year 2009. As Special Assistant Auditors for the -
Auditor General, they have issued reports covering their audits of the compliance of the
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supplementary financial information and special data requested by the Auditor General.
These reports are available at the Office of the Auditer General, State of lllinois.

In addition, the Unliversity has published under separate cover Treasurer's Reporis to
the Bondholders, which provide more detailed information on the University’s revenue
bond systems. These reports are available upon request from the Office of the
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FINANCIAL STATEMENT REPORT

SUMMARY

The audit of the accompanying basic financial statements of Southern lllinois University was
conducted by Crowe Horwath LLP.

Based on their audit, the auditors expressed an unqualified opinion on the University’s basic
financial statements.
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. Crowe Horwath.

Crowe Horwath LLP
jviembes Homiath International

Independent Auditors’ Report

Honorable William G. Holland

Auditor General, State of Illinois
and Board of Trustees

Southern Illinois University

As Special Assistant Auditors for the Auditor General, we have audited the accompanying basic
financial statements, as listed in the table of contents, of the business-type activities of Southem
Ilinois University (“the University”), which along with its discretely presented component
units comprise a component unit of the State of Illinois, as of and for the year ended June 30,
2009. These financial statements are the responsibility of the University’s management. Our
responsibility is to express an opinion on these financial statements based on our audit. We
did not audit the financial statements of the University’s discretely presented component units
(the “University Related Organizations”). Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for the University Related Organizations, is based solely on the report of other
auditors. The prior year summarized comparative information has been derived from the
University’s 2008 financial statements and, in our report dated February 5, 2009, we expressed
an unqualified opinion on those statements prior to their restatement.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. The financial statements of
two University Related Organizations, Southern Illinois University Carbondale Foundation and
the Southern Ilinois University Carbondale Alumni Association, were not audited in
accordance with Government Auditing Standards. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our opinion.



In our opinion, based on our audit and the reports of other auditors, the financial statements
referred to above present fairly, in all material aspects, the respective financial position of the
University and of its aggregate discretely presented component units as of June 30, 2009, and
the respective changes in financial position and cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The 2008 summarized comparative information for the university related organizations has
been restated by other auditors as discussed in Note 2, and insofar as it relates to the amounts of
the restatements is based solely on the report of the other auditors.

In accordance with Government Auditing Standards, we have also issued our report dated
February 19, 2010, on our consideration of the University’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,’
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis as listed in the table of contents is not a required
part of the basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did
not audit the information and express no opinion on it.

OiseliruvaBAHY

Oak Brook, [linois
February 19, 2010



Southern lllinols University

Management’s Discussion and Analysis
For the Year Ended June 30, 2009

Introduction

The following discussion and analysis of the financial statements of Southern Illinois University (the *University”) provides an
overviaw of the Unlversity’s financial activities for the year ended lune 30, 2003. This discussion has been prepared by
management and should be read in conjunction with the financlal statements and related footnotes.

This discussion focuses an the financlal activitles of the University (the primary unit). The severi_component units of the
University consist of the following entities: the Southern lllinois University Foundation at Carbondale; the Southern Illinols
University at Edwardsville Foundaticn; the Association of Alumnl, Fermer Students and fFriends of Southern Illinais University,
Inc.; the Alumnl Assoclatlon of Southern lllinois University at Edwardsville; University Park at Edwardsville; Southern lllinois
Resaarch Park, Inc. at Carbondale; and SIU Physicians and Surgeons, Inc. Complete. financla) statements for the component units
may be obtained fram each enthty, and addresses are provided In Note 1 in the Notes to Financtal Statements.

Using the financial statements

The University’s 2009 financlal report includes three basic financlal statements: the Statement of Net Assets; the Staterment of
Revenues, Expenses and Changes in Net Assets; and the Statement of Cash Flows. The notes ta the basic financial statements
include addlitional detalls and should be included as part of any review or analys(s. These financial statements are prepared in
accordance with actounting principles generally accepted In the United States of America and provide information on the
University as a whole.

FINANCIAL HIGHLIGHTS

Statement af Net Assets

The Statement of Net Assets includes all assets and labilitias using the accrual basls of accounting and presents the financial
position of the University at the end of the flscal year. The difference between total assets and total liabilltles Is net assets, which
is ane indicator of the current financial health of the Unlversity. The changes in the net assets that occur over time indicate
improvements or deterioration in the University's financial condition.

The following summarizes the University’s assets, llabilities and net assets at June 30, 2009 and 2008:

June 30, 2009 June 30, 2008
Assers:
Current assets 5 240,977,805  § 215,086,723
Capltat assets, net 643,578,510 605,128,327
Other assets 121,786,644 118,128,574
Total Assets $  1,006,242,359 5 918,404,694
Uabllities:
' Current ligbllitles ’ 131,778,840 128,867,010
Noncurrent llabllittes 388,511,666 343,188,410
Yotal Labliides $ 520,290,506 3 472,155;420
Net Assets:
Invested in capital assets, net 363,782,383 342,131,114
Restricted - nonexpendable 3,131,934 3,623,621
“Restricted - expendable 64,679,383 68,646,681
Unrestricted 54,458,253 51,847,858
Total Net Assats S 486,052,453 5 466,249,274




The Unliversity’s flnancial pasition remained strong at June 30, 2009, with assets of $1,006,342,959 and liabilitias of $520,290,506.
Net assats, the difference between total assets and total liabilivies, increased $15,803;178, or over 4%, compared to the previous
year.

Statement of Revenues, Expenses and Changes in Net Assets

The Statement of Revenues, Expenses and Changes in Net Assets presents the resplts of the University’s revenue and expense
activity categorized as operating or nonoperating. All of the current year’s revenues and expenses are recognized when earned
orincurred, regardless of when cash s recelved or paid.

Operating revenuas and expenses involve exchange transactions. In general, operating revenues include student tuition and fees
which are net of scholarship allowances, most grants and contracts, suxiliary enterprises, and sales and services of educational
departments. Operating expenses are those expenses Incurred to carry out the misslon of the University, and include educational
and general program expenses, as well as auxillary enterprises and depreciation.

Nonoperating revenues and expenses involve non-exchange transactions and include state approprlations, investment income,
payments on-behalf of the University, and gifts. State approprlations are mandated as hanoperating because they are provided
by the legislature to the University without the legislature directly recelving commensurate goods and services for those
revenues. Therefore, an operating loss will always result.

The following summarizes the University’s financial activity for fisca! years 2009 and 2008:

Year Ended Year Ended
lune 3D, 2009 June 30, 2008

Operating revenues:

Tultion and fees, net S 218,099,378 $ 207,141,669

Auxiliary enterprises 101,804,522 85,190,508

Grants and contracts 96,641,516 93,855,788

Other 109,113,830 102,928,925
Ogperating expenses {909,841,565) (860,778,633)
Operating loss {(384,082,319) (361,661,742)
State appropriations 230,231,259 227,184,089
On-behalf paymens 134,261,429 122,396,302
Other nonoperating revenues & expenses, net 33,101,777 37,421,596
Income {loss) before other revenues 13,512,146 25,340,255
Other revenues 6,291,033 14,771,583
Increase in net assets 19,803,175 40,111,838
Net assets at heginning of year 466,249,274 426,137,436
Net assets at end of year $ 486,052,453 $ 466,249,274

The Statement of Revenues, Expenses and Changes in Net Assets reflects a positive year with an increase In net assets for the
year of $19.8 million. A slgniflcant portion of this increase Is In the capftal assets of the Untversity, which increased over $21.6
million. This was primarily due to several projects, including the renovation of Marris Library at the Carbondale campus and the
Student Success Center at Edwardsville.



The following is a graphic illustration of revenues by source (both operating and nonoberatlng), which were used to fund the
University’s operating activitles for the year ended June 30, 2003. The revenue from charges for tuition and fees Is shown net of
the schalarship allowance of $29,580,347. Student tuition and state appropriations are the primary source of funding for the
University’s academic programs. Other operating revenues consist primarlly of Income from sales and services of educational
activities that Includes conferences and seminars, Investment income, and Income from the Physicians and Surgeons practice
plan.

REVENUES BY SOURCE:

Tuition and
State feeS, net
appropriated i 23%
funds & on- i RN
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Operating Expenses

A summary of the Unlversity’s operating expenses hy functional classification for the years ended June 30, 2009 and 2005 Is a3
foliows:

Year Ended Year Ended
June 30, 2009 lune 30, 2008

Instructlon S 289,171,449 S 273,275,474
Reseacch 59,664,796 58,343,488
Public service 59,803,014 60,083,154
Academic support 138,461,274 125,357,388
Student services 61,967,354 61,415,481
Institutional suppon 70,550,503 58,097,621
Operation and maintenance of plant 74,428,518 75,374,645
Scholarships and fellowships 26,323,087 24,241,476
Depreciation 38,504,959 36,393,285
Auxlliary enterprises 90,532,186 87,621,293
Other expendltures 394,405 ] 570,824

$ 909,841,565 $ 860,778,633

Operating expenses include $134,261,429 for health care and retirement costs pald on-behalf of University employees by the
State of Ilinois. These expenses have been allocated by function.



The following 's a graphic illustration of operating expenses by function for the year ended June 30, 2009:

EXPENSES BY FUNCTION:
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Statement of Cash Flows

The Statement of Cash Flows provides additional information about the University’s sources and uses of cash during the fiscal
year. This statement hetps users assess the University's ability to generate net cash flaws, Its ability to meet, obligations as they
came due, and Its need for external financing.

Year Ended Year Ended
lune 30, 2009 June 30, 2008

Cash provided by (used in):

Dperating activitles $  (253,296,015) $  (189,758,364)

Noncapital financing activities 265,414,086 257,788,627

Caphal and related financing activities (39,921,083) (43,860,494)

Investing activities (23,783,168) (5,265,973)
Net increase (decrease) in cash {51,586,180) 18,503,796
Cash and cash equivalents, beginning of year 126,750,375 107,846,583
Cash and cash equivalents, end of year $ 75,164,139 § 126,750,379

The Unliversity’s cash and cash eguivalents decreased by $51.6 million. Much of this can be attributed to the timing of
reimbursements owed to the University at June 30, 2008, by the State Comptroller for payroll and internal service billing
expenses. The amount owed was $44 million, an increase of $41 million from the prior year. For addltional information regarding
the detall behind the four categories summarized above, please refer to the Statement of Cash Flows.

Capltal Asset and Debt Administration

At the end of fiscal year 2009, the University had-$363,782,383 invested In capital assets, net of accumulated depreciation and
related debt. Depreciation expense for the current year was 538,504,359, with accumulated deprectation of $704,688,413.

The Housing and Auxiliary Faclilfties System Bonds, Serles 2009A were auvthorized by the University Board under the Thirteenth
Supplemental Bond Resolution approved April 2, 2009. The bonds were Issued as taxable Build Amerlca Bonds (direct payment to
Issuer) In the origihal amount of $53,735,000. The bonds were [ssued as current Interest bonds at a premium of $226,028. The

8



bonds were Issued for the construction and equipping of a new football stadium on the Carbondale campus, Including the
relocatlon of certain tennls courts and playing fields from the project site, and the renovation and equipping of the SiU Arena and
the construction of a new addition thereto on the Carbondale campus.

For additional information concerning the Unlversity’s Capital Assets and Debt Administration, see Notes 8, B ang 10 in the Notes
to Financlal Statements.

Economic Outlook

State appropriations represent 39% of total revenues and are the largest single source of revenue for the University. State
operating appropriatlons for fiscal year 2009 were approved at $235.8 million, but later rescinded to $230 mllion. The flscal year
-2010 operating appropriation has been approved at $236 million, which represents a 2.64% increase over the fiscal year 2009
rescinded apgropristion level and Includes $15.9 million of federal stimulus funds appropriated as part of the American Recovery
and Reinvestment Act. The State continues to appropriate on-behalf payments for University employees’ benefits, but in fisca!
year 2003 began requlring the University to supplement the funding. In fiscal year 2009, the State’s portion of the on-behalf
payments equaled $134.3 million and-the University contributed $7 million. The University will contribute 57 million toward
employee health coverage in fiscal year 2010.

Funding from the State has remained relatively flat since 2003. Gaps -In the operating budget have primarily been filled by
Increases in tuition and fees, which have increased from 19% of the University’s revenues to 23% during this period. Over the
past five years, Southern lllinols University has approved tuition increases at an average of 11% per year. Fiscal year 2010
increases were 4.5% at the Carbondale campus and 6.0% at the Edwardsvllle campuses for first time resident freshmen. Student
fees were fncreased 9.97% for full-time studants at the Carbondale campus and 6.94% for full-time students at the Edwardsville
campus.

The national ang State economic downturn will likely pose budgetary challenges for the University in fiscal years 2010 and 2011.
Southern lllinois University continues to develop and expand Its resource base by seeking more revenue opportunities from
grants and contracts, sales and services of educational activities that include clinics, conferences and seminars, other self-
supporting activitles, and fund raising efforts. This is demonstrated in the fiscal year 2010 operating budget where projected
increases in grants and contracts and sales and services revenues are estimated at 5.2%,

Enrollment has remained relatively flat over the past four years, with slight declines at the Carbondale campus offset by
enroliment increases at the Edwardsville carmpus. The Fall 2009 enroliment at the Edwardsville campus was 13,540, an increase of
338 students - the highest enrollment In the school’s history. Total enrollment at the Carbondale campus was 20,350, down 323
students,

Constructlon of a new football stadium, renovatians to the arena, and construction of an addition to the arena, all on the
Carbondsle campus, are in progress and are belng funded by a combination of revenue bonds, student fees, private donations,
and athletic operating revenues. These facllitles are anticipated to open In the fall of 2010. Additicnally, in July 2008, the State
approved the first capital blll In five years. This capital bill includes caplital funding for several Southem lllinois University projects,
including $56.7 milllon to construct a Transportation Education Center on the Carbondale campus, 5§79 milllon to renovate and
construct 3 Science Laboratory on the Edwardsville campus, and $17.5 million t6 complete repovatlon of Morris Library on the
Carbondale campus.

The University is committed to strong fiscal stewardship of Its resources and maintaining 8 sound financlal position. To that end,
University management establishes Institutional priorities that are linked to additlonal funding, sets funding guidelines for asset
maintenance of facilltles and equlpment, and holds 2% of State appropriated funds and tultion income as a contingency reserve
for fiscal emergencles.

The University is not aware of any additional-facts, declsions, or conditions that might be expected to have a significant effect on
the financlal position or resuits of operatlons during the next flscal years beyond those unknown factors having a global effect on
virtually all types of business operations.



Southern Illinols University
Statement of Net Assets

June 30, 2009 with Comparative Totals for 2008

ASSETS

Current Assets:
Cash and cash equlvalents
Short-term Investments
Deposits with Universtty

Appropriations receivable from State of (l(incls General Revenue

Relmbursement due from State Treasurer
Accounts recetveble, net
Nates recelvable, net
Accrued Interest recelvable
Due from related organizations.
Inverrories
Prepald expenses and other assets
Total Currant Assets

Noncurrent Assets:
Cash and cash equivalents -
Long-term Investments
Notes recelvable, net
Prepald expenses and other assets
Capltal assets, not depreciated
Capltal assets, net of deprediation
Total Noncurrent Assets

TOTAL ASSETS

LABIUTIES
current Uabliities:
Accounts payable
Nates payable
Accrued Interest payable
Accrued payroll
Accrued compens3ated absences
Revenue bonds payable
Certlficates of partidpation
Usbllities under capltalized leases
Annuitles payable
Accrued labiflty for self-{nsurance
Depasits held for University reated arganizations
Depaosits held In custody for others
Deferred revenue
Housing deposits
Due to related organlzations
Total Cyrrent Llabllities
Noncurrent Labllities:
Notes payable
Accrued compensated absences
Revenue bonds payeble
Certificates of participation
Liablities under caphalized leases
Annuities payable
Actrued (1abllity for self-insurance
Federal loan program contributlons refundable
Housing deposits
Other aecrued Itabilities
Depaslts hetd In custody for othars
Yotal Noncurrent Llabliitles

TOTAL LIABILITIES
NET ASSETS
Invested in capltal assets, net of related debt
Restricted for:
Nonexpendable

Expendable
Unrestricted

TOTAL NET ASSETS

The accompanylng notes are an ntegral part of this statement.
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UNIVERSITY
UNIVERSITY RELAYED ORGANIZATIONS
2009 2008 2009 2008 (Rastated)
$ 75164199 § 126,750,379 $ 2600026 5 5715344
64,068,956 34,958,191 26,508,009 29,696,025
R - 4,688,060 8,820,189
258,991 107,860 N -
44,055,765 3,081,700 - -
42,034,945 34,763,430 20,567,353 17,166,304
3,484,421 4,128,379 B -
254,333 321,047 277,201 217,337
4,235,266 3,668,815 263,860 124,865
6,672,777 6,586,133 - R
751,152 764,789 3,971,827 1,853,673
240,977,805 215,086,723 58,876,336 63,394,337
- - 874,000 8,505
99,958,215 94,799,864 93,399,347 114,536,474
15,611,052 . 15,402,552 87,413 30,225
6,217,377 5,927,158 18,214,596 21,195,548
93,815,549 92,482,061 315,672 .
549,762,963 512,706,336 6,045,673 5,542,225
765,365,154 723,317,971 118,936,701 141,313,077
1,006,342,959 938,404,694 177,813,037 . 204,707 414
36,728,481 33,510,398 1,152,832 1,538,101
- - - 88,094
3,008,418 2,530,135 - 28,188
8,826,561 8,374,830 4,053,279 4,448,220
3,712,664 4,121,442 - -
13,130,215 12,751,244 -
2,766,366 2,666,576 -
231,331 1,097,077 - -
- - 591,777 597,147
9,139,759 7,580,149 - -
4,688,060 8,820,189 . -
1,022,527 1,120,793 84,927 56,628
48,338,353 46,155,276 757,331 768,634
131,996 128,149 - -
54,109 110,752 4,445,017 3,682,928
131,778,840 128,967,010 11,091,163 11,207,940
- - 1,100,000 1,100,000
46,390,378 43,845,870 - -
292,949,405 247,863,404 - -
22,857,825 25,624,191 - -
186,185 313,874 - -
- - 3,920,681 4,395,061
8,588,069 8,107,571 - N
17,243,772 17,129,578 -
161,329 156,626 - N
134,703 147,296 2,387,206 2,334,866
. - 2,899,389 2,337,787
388,511,666 343,188,410 10,307,276 10,167,714
520,190,506 472,255,420 21,398,439 21,375,654
363,782,383 342,131,114 5,261,345 4,442,225
3,131,934 3,623,621 78,773,768 82,204,826
64,679,883 58,646,681 53,104,160 65,084,245
54,458,253 .51,847,858 19,275,325 30,700,464
§ 486,052,453 § 466,249,274 § 156414598 $ 183,331,760




Southern lllinois University

Statement of Revenues, Expenses and Changes in Net Assets

Year Ended June 30, 2009 with Comparative Totals for 2008

UNIVERSITY
UNIVERSITY RELATED ORGANIZATIONS
2009 2008 2003 2008 (Restatad)
REVENUES
Operating Ravenues:
Student tultion and fees (net of scholarship
allowances of $29,580,347 for 2009) $ 218,099,378 $ 207,141,669 - S
federal grants and contracts 35,619,459 33,842,042 - .
State of lllinols grants and contracts 34,278,830 34,162,583 - .
Other governmernt grants and contracts 6,609,336 6,854,397
Private grants and contracts 20,133,891 18,996,759 -
Sales and services of educintional departments 64,074,603 60,638,746
fhysiclans and Surgeons practlce ptan 44,735,198 42,002,122 - -
patlent service revenue (net) ~ ' - - 80,454,575 77.075,400
Auxillary enterprises: '
Funded debt enterprises (net of scholarship
" allowances of §5,268,687 for 2009) 91,405,999 85,065,791
Other auxillary enterpsises {nat of scholarship
allowances of $737,386 for 2009) 10,498,523 10,124,718 -
Loan Interest Income 211,922 177,911 - -
Other operating revenues 92,107 110,146 18,127,959 . 14,336,651
Total Operating Revenues 525,758,248 499,116,891 98,582,534 91,412,051
EXPENSES
Operating Expenses:
(nstruction 289,171,449 273,275,474
Research 59,664,786 58,343, A88
Public service 59,803,014, 60,083,154
Academic support 138,461,274 125,357,888 -
Student services 61,267,394 61,419,481 - -
{nstrtutional support 70,590,503 58,097,621 122,746,064 125,348,699
Operation ang maintenance of plam 74,428,518 75.374,645 - -
Schafarships and fellowshlps 26,323,067 24 241,476 - -
Depreciation 38,504,959 35,393,289 516,011 433,899
Auxillery enterprises:
funded deln enterprises 79,573,413 75,871,309 -
Other suxllary emerprises 10,958,773 11,749,984 -
Other operating expenses 394,405 570,824 -
Total Operating Expenses 909,841,565 860,778,633 123,262,075 129,782,558
Operating Loss (384,082,319) {361,661,742) {24,679,541) (38,370,547)
NONOFERATING REVENUES (EXPENSES)
State appropriations - General Revenue fund 230,231,259 227,184,099 - .
Gifts and contribytions 7,481,542 7,623,196 17,304,108 30,633,570
Investment Income (loss) 7,715,514 11,793,641 {23,221,268) (8,089,167)
Grants and contracts 32,154,907 28,817,856 - -
{nterest on capltal asset-refated debt (5,321,227) (9,265,951) {45,002) (74,912)
Accretion on bonds payable (4,384,112} (4,307,544} - -
University related organizations {693,830) (142,811)
Payments on behalf of the university 134,261,429 122,356,302 - -
Other nonoperating revenues (expenses) 148,983 2,903,209 {1,622,801) (659,636)
Net Nonoperating Revenues (Expenses) 397,594,465 387,001,997 (7,584,963} 21,799,855
Income (Loss) Before Other Revenues 13,512,146 25,340,255 (32,264,504) (16,570,592}
Other Revenues:
Capital state appropriations 1,401,328 13,655,003 - -
Additlons to pecmanent endowments 1,933 19,404 3,145,789 2,715,723
Capital grants and gifts 4,887,772 1,097,086 2,201,573 1,894,384
Yotal Other Revenues 6,291,033 14,771,583 5,347,342 4,610,107
Increase (decrease) In Net Assets 19,203,179 40,111,838 (26,917,162) (11,960,585}
NET ASSETS )
Net assets at baginnlng of year 466,249,274 426,137,436 190,692,674 201,913,358
Prior-perlad adjustment - SIUE Foaundation, P&S - - {7,360,914) ' (6,621,013)
Net assets at beginning of year, 8s restared 466,249,274 426,137,436 183,331,760 195,282 345
Net assets at end of year $ 486,052,453 5 466,245,274 156,414,598 § 183,331,760

The accompanylng notes are an intagral pant of this statement,
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Southern Illinois University
Statement of Cash Flows
Year Ended June 30, 2009 with Comparative Totals for 2008

UNIVERSITY
UNIVERSITY RELATED ORGANIZATIONS
2009 2008 2009 2008 (Restated)

Cash Flows from Operating Activitles
Tuition and fegs S§ 226,002,103 $ 208,022,458 S - S -
Grants and contracts 87,411,050 92,194,078 - -
Sales and services of educational activities 58,998,259 55,967,533 - -
Physiclans and Surgeons 44,178,915 40,879,286 - -
Auxiliary enterprise revenues:

Funded debt 94,101,715 88,246,131 - -

Other auxliary 14,279,013 9,856,306 - -
Payments for employee salaries and benefits (509,527,344) (476,079,818) (32,078,338) (30,679,977)
Payments to suppllers (274,703,869) (241,326,777) (69,368,803) (68,488,843)
Payments for scholarships ang fellowships (57,785,108) £53,399,341) - -
Loans Issued to students (2,236,705) {3,188,559) - -
(nterest earned on loans to students 167,213 177,198 - -
Coltection of loans from students 2,299,821 2,762,825 - -
Patient service revenue - - 85,729,556 82,697,418
Other operating recelpts 65,520,422 86,030,315 . 5,708,021 5,246,867
Net cash used In pperating activitles (253,296,015) (189,758,364) {10,010,664} {11,224,535)
Cash Flows from Noncapltal Financing Actlvities
State appropriations 230,080,041 227,442,327 . -
Direct lending recelpts 194,371,762 156,356,325 - -
Direct lending payments (194,675,976) (156,474,818) - -
Grants and contracts 32,154,908 28,534,357 - -
Government advances for federal loan funds 94,376 93,480 - .
Payments Yo annuttants - - (S48,698) (506,646)
Other . (491,136) (309,644) 234,053 (61,960)
Gifts for other than capital purposes 3,880,111 2,146,600 7,610,832 10,492,856
Net cash provided by nonrapital financing activities 265,414,086 257,788,627 7,296,187 9,924,250,
Cash Flows from Capltal and Related Financing Actlvities
Capltal appropriations 1,046,588 10,222,617 - -
Caphal gifts received - - 2,201,573 1,894,384
Capital grants 3,000,000 2,000,000 - -
Payments recelved on capltal financing leases - - 142,286 248,027
Sale of capital assets - 18,000 - -
Purchasas of caphtal assets (72,291,232) (66,315,053) {1,018,864) (1,039,183)
Proceeds from capital debt 53,961,028 31,464,732 - -
QOther (475,936) 2,638,601 (595) -
Principal pald on caphtat gebt {15,485,000) (24,405,000) (88,094) (716,472)
Interest pald on capital debt {9,676,541) {9,484,391) {73,189) {80,962}
Net cash provided by {used In) capltal and related financing activities (39,921,083) (43,860,494) 1,163,117 305,794
Cash Flows from tnvesting Activities
Purchases of investrnents (70,446,829) (58,345,133) (13,764,714) (14,497,165) °
Proceeds from safes of investments and maturlties 39,618,285 42,563,918 9,748,633 10,033,776
Investment Income 7,045,376 10,515,242 3,317,618 4,793,787
Net cash provided by (used in) investing activities (23,783,168) {5,265,973) {698,463) 330,398
Net increase [decrease) in cash (51,586,180) 18,903,796 (2,249,823) {664,093)
Cash and cash equivalents, beginning of the year 126,750,379 107,846,583 5,723,849 6,387,342
Cash and cash equivalents, end of the year $ 75,164,198 S 126,750,379 $ 3474026 S 5723849
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Southern lllinois University
Statement of Cash Flows

Year Ended June 30, 2009 with Comparative Totals for 2008

Reconciliation of Operating Lass
to Net Cash Used In Operating Actlvitles

Operating loss
Adjustments to reconclle operating loss to net cash
used in operating activities:
Oepreciation expense,
Amortlzation expense
Noncash grants to University )
Noncash expenditures for the benefit of the University
Nongash contributions
Budget expended at University
Payments on behalf of the universtty
Change In assets and llablilties:
Accounts recelvable (net)
Deposits with University
Reimbursement due from State Treasurer
Inventories
prepaid expenses
Other assets
Accounts payable
Accrued payroll
Deferred revenue
Compensated absences
Deposits held for others
Other lizbilities
Due to/from related organizations

Net cash used in operating activitles

Noncash Investing, capital and financing activitles:
Payments on behalf of the university for fringe benefits
Accretion on bonds payable

Glfts in kind

Capita) assets in accounts payable

Capitat asset acquisition by CDB

Loss on disposels of capital assets

Other capltal asset adjustments

Net interest capstalized

The accompany!ng notes are an integral pan of this stetement.

UNIVERSITY

UNIVERSITY
RELATED ORGANIZATIONS

2009

2008

2009

2008 (Restated)

$ (384,082,319)

38,504,959
(223,552)
134,261,429

6,892,255)
{41,024,065)
(60,760)
75,070
{44,795)
5,238,401
453,620
189,849
2,135,731
1,930
2,048,658
(3,877,316)

$ (361,661,742)

36,393,289

(219,516)
122,396,302

{611,819
{671,111)
(223,797}
170,631
(6,984)
8,201,215
1,164,345
{930,261)
1,145,468
(33,555
3,005,160
2,123,011

$ (24,679,541)

516,011
357,126
4,006,859
10,638,303
(1,236,534)

(3,577,881)
4,124,089

1,562
(345,187)
7,569

10,698
28,299
21,380
15,583

$ (38,370,547}

433,899
357,126
1,483,213
20,268,276
(1,820,637)

(771,038)
4,575,770

(3,076)
(4,240)
1,781,040

61,054
12,685
757,214
4,716

§ (253,296,015)

$ (189,758,364)

5 (10,010,664)

S (11,224,535)

$ 134,261,429
4,384,112
3,868,407

15,792,569
1,401,328
618,487
(57.962)
1,064,327

$ 122,336,302
4,307,544
1,031,956

12,290,319
13,655,093
1,615,411
1,130,613
80,028

S -
10,639,618

20,271,838
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Southern Illinois University

Notes to Financial Statements
June 30, 2009

1. The financlal reporting entity and component unit disclosures

Southern lllinols University (the University), a component unit of the State of lllinols, conducts education, research, public
service, and related activities princlpally at its two campuses. One Is In Carbondale and Includes the Schoci of MediIne In
Springfleld- The other Is in Edwardsville and Includes the School 6f Dental Medicine in Alton and the East St. Louls Center. The
governing body of the Universlty Is the Board of Trustees of Southern Illincls University (the Board). As required by accounting
principles generally accepted In the United States of America, these financial statements present the financtal position and
financlal activities of the Unliversity (the primary unit) and its component units as well as certain actlvitles and expenditures
funded by other State agencies on behalf of the University or its employees. The component units discussed below are
included In the University's financial reporting entity because of the significance of their financial relationshlp with the
University.

The Universsity Related Organizations’ column In the flnanclal statements Includes the financlal data of the Untversity's
component units which consist of the following seven entlties: the Southern lllinois Unlverslty Foundation (at Carbondale) and
the Southern |llinois Unlversity at Edwardsvllle Foundation {Foundatlons); The Association of Alumnl, Former Stodents and
Friends of Southern (llinols Unlversity, Incorporated, and The Alumnl Assoclation of Southern Illinols Unlversity at Edwardsville
{Alumni Assoclations); University Park, Southern lllinols Unlversity at Edwardsvllle, Inc.; Socuthern llllnols Research Park, inc.,
Carbondale; and SIU Physiclans & Surgeons, Inc. The University’s related organizations are reported in a separate column to
emphasize that they are lllinols non-proflt organizations legally separate from the Unlversity. These entitles are University
Related Organizatlons as defined under Unlversity Guldelines adopted by the State of llinols Leglslative Audit Commissien In
1982 and amended in 1997.

The Foundations were formed for the purpose of providing fundraising and other assistance to the Unlversity In order to attract
private gifts to support the University's education, research, and public service goals. In this capacity, the Foundations soliclt,
receive, hold, and administer gifts for the benefit of the University. Complete financial statements for the Foundations may be

“obtained by writing: Southern Illinols Unlversity Foundation (at Carbondale), MC 6805, 1235 Douglas, Carbandale, Il 62901-

6805 and Southern lllinols Untversity at Edwardsvlile Foundatlon, Edwardsvlile, IL 62026-1082.

The Alumni Associations were formed to promote the general welfare of the Unhverslty and to encourage and stimulate Interest
among students, former students, and others in the University's programs. In this capaclty, the Alumnl Assoclations offer
memberships to former students, conduct various activities for students and alumnl, and publish perlodicals for the benefit of
the alumnl. Complete financlal statements for the Alumni Associations may be obtained by writing: The Assoclatlon of Alumnl,
Former Students and Frlends of Southern Illinols Unhversity, Incorporated, MC 6803, Colyer Hall, Carbondale, IL 62901-6809
and The Alumnl Assoclatlon of Southern Illinols University at Edwardsville, Southern Illinois University, Edwardsville, IL 62026-

1031.

University Park, Southern Iliinois University at Edwardsville, Inc. was formed for the purpose of providing such management,
administrative, and other services as deemed essential to the operation and development of the University Park facility.
Complete financial statements for the University Park may be obtalned by writing: University Park, Southem Illinols Unlversity
at Edwardsvllle, Inc., Southern Illinois Untversity, Edwardsville, IL 62026-1333.

Southern lllinocis Research Park, Inc. was formed to promote high technology and knowledge-based enterprise development
within Carbondale and southern lllinois. Complete fInanclal statements for the Research Park may be obtalned by writing:
Southern Illinois Research Park, 150 East Pleasant HIll Road, Carbondale, IL 62901-6891.

SIU Physiclans & Surgeons, Inc. was formed to aid in the education and tralning of medical students, residents, fellows, and
physicians for the delivery of cost-effective, high-gquality patlent care and the conduct of medical and other sclentific
investigations. Complete financial statements for SIU Physlclans & Surgeans, Inc. may be obtalned by writing: SIU Physicians &
Surgeons, Inc., SIU Schoo! of Medicine, P.Q. Box 19606, Springfield, IL 62794-9606.

The University formally recognlzed The Partnership for a Connected lllinols, Inc., as a University Related Organlzation during the
May 2009 Board of Trustees meeting. The Partnershlip was formed to advance contemporary telecommunications Including
broadband internet access throughout the State of lllinois and to assist similar projects throughout the state to meet the goal of



1. The financial reporting entity and component unit disclosures {continued)

full statewide connectivity. The fiscal year 2009 financial activity of The Partnership was immaterlal and wifl be included in the
fiscal year 2010 financial statements.

The Unlversity is a component unit of the State of Illinals for financlal reporting purposes. The financlal balances and activities
included In these financlal statements are, therefore, also included In the State's comprehensive annual financlal report.

2. Significant accounting policies

University basls of presentotion

The financlal statements of the Unlversity have been prepared in accordance with accounting principles generally accepted In
the Unlted States of America as prescribed by the Governmental Accounting Standards Board (GASB). The Untversity has the
option to apply all Financlal Accounting Standards Board [FASB) pronouncements issued after November 30, 1989, unless FASB
conflicts with GASB. The University has elected to not apply FASB pronouncements issued after the applicable date.

For financial reporting purpaoses, the University Is considered a speclal-purpose government engaged only In business-type
activities. Accordingly, the University's financlal statements have been presented using the economic resources measurement
focus and the accrual basis of accounting. Under the accrual basis, revenues are recognized when earned, and expenses are
recorded when an obllgation to pay has been Incurred. All significant Intra-agency transactions have been eliminated.

The preparation of financlal statements in conformity with accounting princlples generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and llabllltles;
the disclosure of contingent assets and llabliitles at the date of the financlal statements; and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

The flnanclal statements include prlar year comparative informatlon, which has been derlved from the University’s 2008
financlal statements. Such Informatlon does not include all of the Information requlred to constitute a presentation in
conformity with accounting principles generally accepted In the United States of America. Accordingly, such Information should
be read In conjunction with the Unliversity’s financial statements for the year ended June 30, 2008.

University Related Organizations basis of presentation

The financial statements of the Southern lllinois Unlversity at Edwardsville Foundation; the Alumni Assaciation of Southern
|lMinals Unlversity at Edwardsville; University Park, Southern jllinols Unlversity at Edwardsville, Inc_; Southern lllingis Research
Park, Inc., Carbondale; and SIU Physlcians & Surgeons, Inc., comply with the Governmental Accounting Standards Board (GASB)
presentation format as described above.

Beginning In flscal year 2009, the Southern Illinois Untversity Foundation (at Carbondale) and The Assoclation of Alumini, Former
Students and Friends cf Southern lllinols Unlversity, Inc., follow Flnanclal Accounting Standards Board (FASB) standards for
financfal statement presentation. Consequently, reclassifications have been made to convert thelr statements to the GASB
format for Incluslon in the University Related Organizations’ column In the financlal statements.

Cash and cash equivalents

Cash, deposlts and cash equivalents of the Unliversity include bank accounts and Investments with original maturities of ninety
days or less at the time of purchase, primarily U.S. Treasury Bills and money market funds. The University classifies its
Investment In The (llinois Funds as a deposit for financial statement purposes.

Allowance for uncollectibles

The University provides allowances for uncollectlble accounts and notes receivable based upon management's best estimate of
uncollectible accounts and notes at the statement of net assets date, considering type, age, collection history of recetvables,
and any other factors as considered appropriate. The University’s accounts recelvable and notes recelvable are reported net of
allowances of $10,601,173 and $2,395,219, respectively, at June 30, 2009.

Inventories
Inventories are stated at the lower of cost (first-in, flrst-out method) or market with the exception of the Textbook Rental
Service at the Edwardsville campus. The rental books are recorded net of depreciation with the related expense reparted as

operating expense.
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2. Significant accounting policies [continued)

Capitol assets

Capital assets are recorded at cost-at the date of acquisltlon or falr market value at the date of donatlon in the case of gifts.
The Unlversity’s capltalization policy for capital assets is as follows: infrastructure $1,000,000 or greater, bulidings $100,000
or greater, slte or bullding Improvements $25,000 or greater, and equipment and library books $5,000 or greater. Renovatlons
to buildings that significantly Increase the value or extend the useful life of the asset are capltallzed. Routine repalrs and
maintenance are charged to operating expense in the year incurred.

Depreclatlon s computed using the straight-line method over the estimated useful lives of the assets, generally 40 years for
buildings, 20 years for infrastructure, and 15 years for site or bullding Improvéments. Vehlcles and electronic data processing
equipment are depreciated over five years. Other equlpment and books are depreciated over seven years. Land, works of art,
and historical treasures are not depreclated. The “following-manth” prorate convention is used, In which no depteclation is

‘recorded in the month of acqulsition and an entlre month of depreclation Is recorded in the month of disposition.

Revenue and expense recognition

'n accordance with GASB Statement No. 24, Accounting and Financlal Reporting for Certaln Grants and Other Ffinancial
Assistance, the University reported on-behalf payments of $134,261,429 for flscal year 2009 for health care and retlrement
costs. These costs are reflected In the Statement of Revenues, Expenses and Changes in Net Assets as nonoperating revenues
entitled “Payments on behalf of the University” and as operating expenses under the appropriate functional classifications.

Substantially all employees participate in group health insurance plans admlnistered by the State of lllinois. The employer
contributions to these plans for University employees pald from State appropriations and auxiliary enterprises are pald by the
State on behalf of the University. On-behalf payments for health care costs twtaled $83,505,781 for the year ended June 30,
2008. The employer contributions to these plans for employees pald from other Unlversity held funds are pald by the
University. On behalf-payments of $44,755,648 for the year ended June 30, 2009, were made for retirement costs.

Clossificotion of revenues and expenses
The Universlty has classified its revenues and expenses as either operating or nonoperating as follows:

Operating: Operating revenues and expenses Include activitles that have the characteristics of exchange transactions, such as
student tultion and fees, sales and services of educational departments, sales and services of auxiliary enterprises, and most grants
and contracts. The majorlty of the University’s expenses are operating expenses.

Nonoperating: Nonoperating revenues and expenses Include actlvities that have the characteristics of nonexchange
transactlons, such as gifts and contributions, and other sources and uses that are defined as nonoperating by GASB Statement
No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use Proprietary
Fund Accounting, and GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion ond Analysis — for
State and Local Governments, such as state appropriations, Investment Income, and federal student ald programs. Appropriatians
made to the Unliversity from the State of Illincls General Revenue Fund are recognized as nonoperating revenues In the year
appropriated to the extent expended. Other nonaperating revenues and expenses include transactlons relating-to capital and
finanelng actlvities, noncapital financing activitles, and Investing activitles,

Tultlon and fees are generally recognized as revenues as they are assessed. The portion of summer session tuition and fees
applicable to the followIng fiscal year Is deferred.

The Universtty first applies restricted net assets when an expense is incurred for purposes for which both restricted and
unrestricted net assets are avaltable.

Restricted grant revenues from external sources are recognized to the extent of related expenditures on the accrual basts.

Compensated absences

Accrued compensated absences for University personnel are charged to current funds based on earnad but unused vacatlon
and slck leave days including the University's share of Soclal Securlty and Medicare taxes. At June 30, 2009, the University
estimates $37,911,867 will be paid from state approprlated accounts funded by the State of (llinols General Revenue Fund and
the income Fund, and $12,161,175 from local funds In subsequent years for a combined total of $50,103,042.



2. Significant accounting policies {continued)

New Governmental Accounting Standards
The Governmental Accounting Standards Board (GASB) has Issued the followlng statements which are effective for pertods
beginning July 1, 2008, or later which may Impact the Universiy:

Statement No. 49 — Accounting and Financlal Reporting for Poliution Remediation Obligations, addresses accounting and
flnancial reporting standards for remedlatlon obligatlons to consider the current or potentlal detrimental effects of existing
pollution. The statement was effective for the period beginning July 1, 2008. There were no liabilities to record in FY2009.

Statement No. 51 —~ Accounting and Financial Reporting for intongible Assets, provides guldance on the accounting for and
reporting of intangible assets such.as easements, computer software, water rlghts, timber rights, patents, and trademarks. The
statement is effective for the period beginning July 1, 2009, but should be applled retroactively to intanglble assets acquired
since July 1, 1880. The Unlversity will Identlfy and recognlze Intangible assets as required by the statement.

Staterment No. 52 ~ Land and Other Real Estate Held as Investments by Endowments, establishes consistent standards for the
reporting of land and other real estate held as investments. The statement was effective for the period beginning July 1, 2008.
It did not Impact the Unliversity.

Statement Na. 53 ~ Accounting and Financiol Reporting for Derivative Instruments, establishes the recognition, measurement
and disclosure of information regarding derivative Instruments entered Into by state and local governments. The statement Is
effective for the period beginning July 1, 2009, It Is not expected to impact the Unlversity.

Statement No. 54 — Fund Balance Reporting and Governmentua! Fund Type Definitions, enhances the usefulness of fund balance
Information by providing clearer fund balance classificatlons and clariftes the existing governmental fund type definitions. The
statement is effective for the period beginning July 1, 2010. It wlill not impact the University.

Statement No. 55 ~ The Hlerarchy of Generally Accepted Accounting Principles for State and Local Governments, Incorporates
the hierarchy of generally accepted accounting principles (GAAP) for state and local governments Into the Governmental
Accounting Standards Board's (GASB) authoritative literature. The requirements in the statement will improve flnanclal
reporting by contrlbuting to the GASB’s efforts to codify all GAAP for state and local governments so that they derlve from a
single source, but 1t is not expected to result In a change In current practice. The statement was effective Immedlately upon
Issuance in March 2009.

Statement No. 56 — Codlfication of Aocdunﬁng and Financlof Reporting Guldance Contained in the AICPA Statements on Auditing
Standards, incorporates Into the GASB authorltative Iiterature certain accounting and financlal reporting guldance presented in
the American Institute of Centified Publlc Accountants’ Statements on Audlting Standards. The statement incorporates guidance
on three Issues: related party transactions, going concern considerations, and subseguent events. The requlrements in the
statement will improve flnanclal reporting by contrlbuting to the GASB’s efforts to codify all GAAP for state and local
governments so that they derive from a slngle source, The statement was effective Iimmedlately upon Issuance In March 2009.

Prior period adjustments

SIU Physicians & Surgeons, Inc.: The amount of net assets at the beginning of fiscal year 2009 has been adjusted to recognize
the removal of the accrual for Medicaid reimbursements that are based on an agreement between the SIU School of Medicine
and the lllinols Department of Healthcare and Family Services. The effect of the restatement was to decrease net assets by
$4,317,234. Also, comparatlve totals for fiscal year 2008 have been restated to reflect the removal of the accrual. The amount
of net assets at the beginning of fiscal year 2008 has been decreased by $3,977,617 due to the effects of the restatement on
prior years. The effect on the restatement for fiscal year 2008 was to decrease the change in net assets by $339,617.

Southern (Ihnois University at Edwardsville Foundation: The Foundatlon restated its net asset balance related to certain
irrevocable trusts held by trustees other than the Foundation. In prior years these amounts were recorded as an asset.
According to GASB Statement No. 33, Accounting ond Finenclal Reporting for Non-Exchange Transactions, these amounts
should not be recognized as assets and revenues untll recelved. The effect of the restatement was to decrease net assets by
$3,043,680. Comparative totals for flscal year 2008 have also been restated. The amount of net assets at the beginning of fiscal
year 2008 has been decreased by $2,643,396 due to the effects of the restatement on prlor years. The effect of the
restatement for flscal year 2008 was to decrease the change In net assets by $400,284,
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3. Cash, deposits and cash equivalents

At June 30, 2009, the actual bank balances related to the deposits of the University amounted to $82,357,222; all such balances
were covered by federal deposltory Insurance or collateral held by an agent in the Unlversity’s name.

Cash, depostts and cash equlivalents at June 30, 2009, are as follows:

UNIVERSITY:
Cash ang cash equivalents S 5,116,358
The Illinols Funds 70,047,341
Total cash and ‘cash equivalents B 75,164,199
UNIVERSITY RELATED ORGANIZATIONS:
Total cash and cash equlvalents S 3,474,026
4. Investments
Unlversity investment policy

It Is Unlversity policy to Invest funds in @ manner which will provide investment returns and security consistent with good
business practices, while meeting the dally cash flow demands of the University and conforming to all statutes governing the
investments of funds. Funds are Invested In accordance with the provisions of the lllinols Complled Statutes, Chapter 30,
Sections 235/0.01 - 235/8, the flinols Public Funds investment Act; the policies of the Board; and covenants provided fram the
University’s bond and certificate of participatlon Issuance activitles. The University’s Investment Palicy authorlzes the University
to invest in securities of the U.S. Government or Its agencles; Interest bearing savings accounts, certificates of deposit, Interest
bearing time deposlits, and other direct obligations of any bank defined in the Illinols Bank!ing Act; certain short term obligations
of U.S. corporations rated in the highest three rating classification by at least two standard rating services provided such
obligations do not mature in longer than 180 days from the time of purchase and the Issulng entity has at least $500 milllon in
assets (limited to 33 percent of the portfolio); money market mutual funds provided they are comprised of only U.S. Treasuries
and U.S. Agencles; Public Treasurer's Investment Pool (The Illinois Funds); repurchase agreements of Government securities;
and other speciically defined repurchase agreements.

The three basic objectives of the University’s investment pollcy are safety of Invested funds; maintenance of sufficient liquidity
to meet cash flow needs; and attainment of the maximum investment returns possible consistent with the first two objectives.
The University insures the safety of Its invested funds by limlting credit and interest rate risks. The Unlversity’s portfolio 1s
structured to ensure that cash Is available to meet anticipated demands. Additlonally, since all possibie cash demands cannot
be anticipated, the portfollo consists largely of securities with active secondary or resale markets. The investment returns on
the Unlversity’s portfollo Is a priority after the safety and liquidity objectives have been met Investments are limited to
relatively low risk securlties tn anticipatlon of eaming a falr return relative to the risk belng assumed.

Unlversity Investments

Investments are reported at falr value. The fair value is determined to be the amount, usually quoted market prices, at which
financlal Instruments could be exchanged in a current transaction hetween wlliing partners, The Investment with the Public
Treasurer's Investment Pool (The Illinois Funds) is at fair value, which {s the same value as the pool shares. State statutes
requlre the lllincls Funds to comply with the #iflnois Public Funds Investment Act (30 ILCS 235). Also, certaln money market
Investments having a remaining maturity of one year or less at time of purchase and non-negotlable certificates of deposit with
redemption terms that do not consider market rates are carrled at amortized cost.

The calculation of rezlized gains is Independent of the calculation of the net increase in the fair value of Investments. Realized
gains and losses on investments that had been heid in mcre than one flscal year and sold In the current year may have been
recognized as an Increase or decrease In the fair value of investments reported in the prior year. The Unlversity has pooled s
operating cash for investment purposes to provide for efficiencles and economies in their management. Proceeds related to
revenue bonds and certificate of particlpaticn financlng actlvitles are pooled to the extent allowed under the covenants,
Investrhem Income earned on the operating cash and investments, including realized galns and losses resulting from the sale or
other disposition of Investments, is distributed on a quarterly basis to the pooled participants based upon thelr respective
average balances over the prlor three-month period.

Western Asset Management manages the external portfolio, and JPMorgan Chase keeps custody of these funds and assists in
the accounting and reporting functions related to these investments. The funds are allocated into an (ntermedlate Maturity
Portfollo.



4. Investments (continued)

Investment income net of reallzed and unrealized gains and losses on Investments for the year ended June 30, 2009, are
reflected below:

UNIVERSITY:
Interest ezmings and realized

galn on investments $ 6,336,039
Unrealized galn on Investments 1,379,475
Net [nvestment Income $ 7,715,514

UNIVERSITY RELATED ORGANIZATIONS:
Interest earnings and realized

l0ss on investments 5  (4,378,058)
Unrealized loss on Investments (18,843,212)
Net investment income 5 (23,221,268)
_

University risk disclosures

Credit risk: Credlt risk 1s the risk of loss due to the fallure of the security Issuer or backer to meet promised Interest or principal
payments on required dates, Credlt risk is mitigated by limiting investments to those specified In the /ilinols Public Funds
Investment Act, which prohibits investment In corporate bonds with maturity dates longer than slx months from the date of
purchase; pre—qualifying the financial institutions which are utilized; and diversifylng the Investment portfollo so that the failure
of any one Issue or backer wliil not place an undue financlal burden on the University. U.S. Treasuries are federal govarnment
securities that do not require the disclosure of credlt risk. The U.S. agencles Investments typlcally Include the Government
National Mortgage Associaticn, the Federal Home Loan Mortgage Corporatlon, and the Federal Home Loan Bank, all of which
were rated AAA. The lllinols Funds are also rated AAA.

Concentration of credit risk: The Universlty’s Investment policy states that the portfollo should conslst of a mix of varlous types
of securitias, lssues and maturities. While the fund’s asset allocation strategy provides diversification by fixed income sector,
each portfolio within the sector ls also broadly diversified by security type, issue and maturity.

Custodial credit risk: Custodlal credit risk is the risk that when, In the event a flnanclaf Institutlon or counterparty fails, the
Unlversity would not be able to recover value of deposits, investments or collateral securitles that are in the possession of an
outside party. All of the University’s investments are held In the University’s name and are not subject to creditors of the
custodial Institution.

Interest rate risk: Interest rate risk is the risk that the market value of portfolio securities will fail or rise due to changes In
general interest rates. Interest rate risk Is mitigated by malntalning significant balances in cash equivalent and other short
maturity investments and by establishing an asset allocatlon policy that Is conslstent with the expected cash flows of the
Unlversity. The intemally managed portfollo Is managed In accordance with covenants provided from the Unlversity’s debt
lssuance activities. The externally managed portfollo Is typlcally allocated with a minimum of $40 mlllion held In cash
equivalents and $65 to $105 million held In the Intermed (ate-term portfollo. However, circumstances may occur that cause the
allocations to temporanly fall outslde the prescribed ranges.

Forelgn currency risk: The University does not hold any foreign Investments.

University Related Organizations investments '
As the investments of the Unlversity’s two Foundations are considered material to the Unlversity’s financlal statements taken

as a whole, the following disclosures are made:

Southern lifinols University Foundation {at Carbondale)
The Foundation financial statements follow Financlal Accounting Standards Board {FASB) standards; therefore, the required
disclosures differ from GASB requirements.

Investments are stated at fair value In accordance with SFAS No. 124, Accounting for Certain investments Held by Not-for-Profit
Organlzations, and are recorded on the trade date. The falr value of all debt and equlty securlties with a readily determinable
falr value are based on quotations obtalned from national securities exchanges. The alternative investments (hedge funds,
limited partnerships and other private equity) for which quoted market prices are not available, are carrled at estimated falr
market values as provided by the external general partners or investment managers and/or audited financlal statements of the
fund or partnership. Such values may be based on a variety of estimates and assumptions and may be subject to volatllity in
market conditions. Management of the Foundation believes that the carrying amounts of these financial instruments are a
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4. Investments (continued)

reasonable estimate of fair value. Reallzed galns and losses on sales of Investments are determined on the specific
ldentification basls.

Investment securities are exposed to various risks including, but not limited to, Interest rate and market and credit risks. Due to
the level of risks assoclated with certain investment securities, it Is at least reasonable possible that change in the values of
investment securitles will occur in the near term. Because the hedge funds and limted partnerships are not readily marketable,
thelr estimated falr value is subject to uncertainty and therefore may differ significantly from the values that would have been
used had a ready market exlsted. '

In accordance with SFAS No. 157, Falr Volue Measurements, the Foundation has categorized its financlal instruments, based on
the priority of the Inputs to the valuation technique, Into a three-level fair value hlerarchy. The fair value hlerarchy gives the
highest priority to quoted prices In active markets for Identical assets or llabilities (Level 1) and the lowest priority to
unobservable Inputs (Level 3). If the inputs used to measure the financlal Instruments fall within different levels of the
hierarchy, the categorizatlon Is based on the lowest level input that Is slgnificant to the falr value measurement of the
Instrument.

The Foundation also adopted SFAS No. 159, The Falr Vafue Option for Financial Assets and Liabifities, on May 1, 2008. SFAS No.
159 aliows entities the Irrevacable optlon to elect falr value for the initial and subsequent measurement for certain financial
assets and liabilities on an instrument-by-Instrument basls. The Foundation has elected to measure any existing financial
Instruments at fair value at May 1, 2008, as permitted under SFAS 159.

Custodial credit risk Is the risk that, in the event of a bank failure, the Foundation’s deposits may not be returned to the
Foundation. The Foundation has a pollcy to requlre banks to collateralize balances over the FOIC Insured amount. As of June 30,
2009, the entire amount of funds held at the banks were efther Insured or collaterallzed by pledged bank assets n the
Foundation’s name.

Southern Uilinols Unlversity at Edwardsville Foundation

It {s Foundatlon pollcy to Invest funds In a manner which will provide Investment returns and security consistent with good
business practices, whlle meeting the daily cash flow demands of the Foundation. Funds are invested in accordance with the
approved Board policy for Investments. The Foundatlon’s Investment policy authorizes the Foundation to invest In securltles of
the U.S. government or Its agencies, banker's acceptances, certificates of deposkt, interest bearing savings accounts, Interest
bearing time deposlts, and other direct obligations of any bank defined in the Illinois Banking Act. The Foundation’s policy also
authorizes additional types of Investments in corporate debt securities, open and closed end mutual funds, and common and
preferred stocks subject to United States’ securltles regulation and enforcement.

The Foundation has specific investment objectives based on the type of Investment. For student asslstance endowments and

quasi-endowments, the malin objectlve of the Investment policy s maintenance of the purchasing power of the assets [n
perpetulty. For general endowments and guasi-endowments, the main objective Is maximizing total return on assets. For
charftable gift annuity funds, the maln objective is to generate sufficient cash flow to meet the financlal commitments to the
annuitants while obtalning a total Investment return that provides for a residual balance of at least 50 percent of the orlglinal
glft amount at the termination of the agreement. The investment pollcy has an overall return objective to preserve the Inflation
adjusted value of the funds and to maximize total return net of investment expense.

Credit risk: Credit risk is mitigated by limiting investments to those specifled In the Board approved policy and diversifying the
investment portfollo s that the fallure of any one Issuer or backer wlll not place an undue financial burden on the Foundatlon.
Board policy requires investments In fixed Income securitles or corporate securities to be purchased or retzined only if the
securlty is A2 or higher by Moody’s Investor Service or Is rated A or higher by Standard and Poor’s Corporation (S&P), Fitch
{nvestors Service or Duffs & Phelps Credit Rating Co. Commerclai paper, money markets, and banker's acceptances must be
rated at least Prime-1 by Moody’s or at least Al by S&P. L.S. Treasuries are federal government securitles that do not require
the disclasure of credit risk. The U.S. agencles include the Federal Home Loan Mortgage Corporation and the Federal Home
Loan Bank, all rated AAA and Aaa by S&P and Moody’s, respectively.

Concentrotion of credit risk: Concentration of credit risk Is the risk of loss attributable to the magnitude of investment In 3 single
issuer. The Foundatlon’s investment policy encourages diversification and prohihits investments of five parcent or more of total
investments In any ane Issuer.

Custodial credit risk: Custodial credit risk Is the risk that, In the event of the failure of the counterparty, the Foundation will not
be able to recover the value cf fts investments that are In the possession ¢f an outside party. The investment custodlans hold



4. Investments {continued)

these investments In their name for the benefit of the Foundation. The Foundation does not maintain a policy regarding
custodial credit risk.

interest rgte risk: The Foundation dees not maintain a policy that limits Investment maturltles In regards to interest rate risk;
however, Its overall risk management requires sound investment decislons and diversification of overall risk.

Foreign currency risk: The Foundation had no Investment In common stacks of forelgn companles at June 30, 2009. The
Foundatlon’s policy related to forelgn currency risk Is that no purchase of a foreign equity may be made if such purchase wouyld
cause the total value of foreign equity assets to exceed the lesser of ten percent of the totaf or 25 percent of the equity portlon
of the endowment pertfolio.

Investment policles and relevant risk dlsclosures as described in GASB Statement No. 40 applicahle to the other University
Related Organizations can be obtalned by contacting those entlties listed in Note 1 on page 14.

Investment maturities .
Interest rate risk Is disclosed below using the segmented time distribution method. As of June 30, 2009, the University and
University Related Organizations had the followIng Investment balances:

UNIVERSITY:
nvestment Maturities (In Years)
No
Investment Type: Falr Value Less Than 1 1-5 6-10 Maturity
U.S. Treasuries $ 46,074,055 $ 13,968,537 $ 25529459 § 6,576,063 5 -
U.S. Agencies 84,508,812 17,100,219 46,124,138 21,684,255 -
The lllinols Funds 70,047,841 70,047,841 - - -
Certlficaves of Deposit 33,000,000 33,000,000 - - -
Common Stock 44,300 - - - 44,300
Subtotal 234075012 § 134,116,797 $ 71,653,597 $ 28,260,318 $ 44,300
Less: Investment In The
Hlinols Fuads reported as cash (70,047,841)
Total Investments $ 164,027,171
UNIVERSITY RELATED ORGANIZATIONS;
Investment Maturitles (In Years)
More
Investment Type: Falr Value Less Than 1 15 6-10 Than 10
U.S. Treasuries $ - S -5 -8 - 5 -
U.S. Agencies 1,435,359 1,403,548 - - 31,811
Certiflcates of Deposit 7,612,472 2,157,615 5,049,284 405,573 .
Commercizal paper 9,653,548 9,653,548 - - -
Forelgn Equity Securities 12,994,003 12,994,003 -
Corporate Equlty Securlties 22,164,324 22,164,324 - - -
Hedge Funds 4,823,498 4,823,498 - - -
Real Estate Investment Trust 72,275 - - - 72,275
Private Equity 1,645,730 707,698 938,032 - -
Money Market Funds with Brokers 1,598,563 1,598,563 - - -
Mutual Funds 57,907,584 57,857,984 43,600 - -
Total investments $ 119907,356 § 113360781 S 6,036916 $ 405,573 § 104,086
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S. Accounts and notes receivable

Accounts and notes receivable consisted of the following at June 30, 2009:

UNIVERSITY:
Accounts Nates
Receivable Recelvable
Student tultion and fees S 14,996,099 $ -
Awliary enterprises 7,793,595 -
Grants and contracts 16,587,787 -
General operating - 12,552,562 -
Student loans - 21,325,937
Plant funds 67,605 164,755
Other accounts recelvable 385,594 -
52,383,642 21,450,692
Less: Allowance for doubtful accounts (10,348,697) (2,395,219)
Net receiveble $ 42,034,945 § - 15,095,473
UNIVERSITY RELATED QORGANI ONS:
Accaunts Notes
Recelvable Recelvahle
Accounts recelvable $ 49,001,806 $ -
Student loans - 87,413
49,091,806 87,413
Less: Allowances for assignment losses
and doubtful accounts (28,524,453) -
Net recetvable S 20,567,353 § 87,413

During fiscal year 2003, Southern Illinois University entered into a contract for deed agreement with Equlpping the Saints
Ministry, Internatlonal, Inc. for the sale of the Auburn Clinic bullding In Auburn, lilinols. The contract Is In the amount of
$240,000 at an Interest rate of 4%, to be paid over a term of ten years in eighteen semi-annual installments of $9,000, Including
Interest, beginning fune 13, 2003, with a final installment of $124,750 due on December 19, 2011. A down payment of $24,000
was pald upon signing of the contract. As of June 30, 2009, the outstanding balance of the naote was $164,755. Payments
totaling $18,000 were subseguently received during July 2009.



6. Capital assets

Capital asset activity for the year ended June 30, 2008, was as follows:

UNIVERSITY:

Capltal assets not being depreciated:
Land
Nondepreclable historical treasures
and works of ant
Construction In progress

Total capital assets not being depreciated

Capital assets belng depreclated:
Slte improvements
Buildings
Equlpment
Infrastructure
Total capital assets belng depreclated

Less accumulated depreciation for:
Slte Improvements
Bulldings
Equipment
Infrastructure
Total accumulated depreciation
Total capltal assets belng depreciated, net
Capltal assets, net

UNIVERSITY RELATED ORGANIZATIONS:

Capital assets not being depreciated:
tand
Total capital assets not being depreciated

Capital assets being depreclated:
Site improvements
Bulldings
Equlpment
Total capltal assets being depreciated

Less accurnulated depreclation for:
Shte impravements
Bulldings
Equipment
Total accumulated depreciation
Total capltal assets belng depreciated, net
Capital assets, net

Beginning Ending
Balance Additlons Deletlons Transfers Balance
$ 21544339 § -5 - 0§ - §. 21544339
6,304,093 3,214,018 - - 9,518,111
64,633,629 51,680,334 126,687  (53,434,177) 62,753,099
92,482,061 54,894,352 126,687  (53,434,177) 93,815,549
46,617,582 457,261 492,134 5,635,489 52,218,198
830,575,396 3,953,234 173,250 ' 41,452,058 875,807,438
299,835,316 18,321,214 6,685,149 6,346,630 317,818,011
8,607,727 - - - 8,607,727
1,185,636,021 22,731,709 7,350,533 53,434,177 1,254,451,374
33,430,117 1,325,577 354,051 - 34,401,643
387,548,724 20,155,203 6,497 - 407,697,430
243,343,117 17,024,179 6,385,683 - 253,981,613
8,607,727 - - - 8,607,727
672,929,685 38,504,959 6,746,231 - 704,688,413
512,706,336 {15,773,250) 604,302 53,434,177 549,762,961
$ 605,188,397 S$ 39,121,102 $ 730,988 § - $ 643,578,510
Beginning Ending
Balance Additions Deletions ‘Transfers Balance
$ - 8 315,672 § - S - S 315,672
- 315,672 - - 315,672
$ 215,630 $ - 8 - § - § 315,630
4,271,676 - - - 4,271,676
3,029,615 1,019,652 41,213 - 4,008,054
7,616,921 1,019,652 41,213 - 8,595,360
76,757 31,401 - 108,158
555,167 120,146 - - 675,313
1,442,772 364,464 41,020 - 1,766,216
2,074,696 516,011 41,020 - 2,549,687
5,542,225 503,641 193 - 6,045,573
$ 5,542,225 5 819,313 § 193 $ - $ 6,361,345
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7. Changes in liabllities

Liability activity for the year ended June 30, 2008, is as follows:

UNIVERSITY:
Beginning Ending Current
Balance Addttions Reductions Balance Portion
Compensated absences $ 47967312 $ .5567,960 5 3,432,230 $ 50,103,042 $ 3,712,664
Revenue bonds payable 260,614,648 58,345,139 12,880,167 306,079,620 13,130,215
Cert!ficates of participation 28,290,757 - 2,666,576 25,624,191 2,766,366
Capitalized leases 1,410,951 141,929 1,135,364 417,516 231,331
Self insurance 15,687,720 11,610,371 9,570,263 17,727,828 9,139,759
Federal loan programs rafundable 17,129,578 114,194 - 17,243,772 -
Due 1o related organizations 110,752 - 56,543 54,109 54,109
Other accrued liabllities 147,296 - 12,593 134,703 -
Housing deposits 284,775 210,948 202,398 293,325 131,996
Total fong-term labllities $ 371,643,799 $ 75990,541 $ 29,956,234 $ 417,678,106 $ 29,166,440
UNIVE| R NI S:
Beginning Ending Current
Balance Additions Reductions Balance Portlon
Notes payable 5 1,188,094 $ ~ 8 88,094 S 1,100,000 § -
Annuities payable 4,992,208 1,724,890 2,204,640 4,512,458 591,777
Other accrued liablitles 2,334,866 52,340 - 2,387,206 -
Deposits held in Clllslody for others 2,394,415 1,054,356 464,455 2,984,316 84,927
Total long-term liabifities $ 10,905,583 $ 2,831,626 $ 2,757,229 § 10,583,980 $ 676,704
8. Revenue bonds payable
Revenue bonds payable activity for the year ended June 30, 2009, is as follows:
UNIVERSITY:
Annual Princlpal
Maturity Beginning Accretlon/ Pald/Debt Ending Current
Series © To Balance New Debt Refunded Balance Portion
1993A 2018 S 21,402,333 § 1,329,978 $ - ) 22,732,311 $ -
1997A 2009 605,000 - 605,000 - -
1997A 2018 23,028,577 1,255,075 2,975,000 21,300,052 3,075,000
1993A 2029 32,300,484 1,799,059 370,000 33,729,543 370,000
2000A 2010 605,000 - 295,000 310,000 310,000
2001A 2017 9,525,000 - 1,945,000 7,580,000 1,390,000
2003A 2029 13,390,000 - 2,715,000 10,675,000 3,445,000
20054 2035 38,670,000 - 870,000 37,800,000 895,000
2005 2026 19,605,000 - 715,000 1R,890,000 765,000
2006A 2036 67,115,000 - 1,820,000 65,295,000 2,430,000
2008A 2028 30,105,000 - 505,000 29,600,000 510,000
2009A 2030 - 53,735,000 - 53,735,000 -
$° 256,351,794 § 58119112 $ 12,815,000 301,655,906 13,190,000
Unaccreted appreciation ’ $  (133,801)
Unamortized debt premium 6,208,185 322,224
Unamortized |oss on refunding (1,784,471) (248,208)

Total

$ 306,079,620 S 13,130,215




8. Revenue bonds payable {continued)

University revenue bonds payable:

The Housing and Auxiliary Facllities System Bonds, Series 1993A were authorized by the University's Board under the Third
Supplemental Bond Resolution dated May 13, 1993. The bonds mature at varying amounts fram 2011 to 2018 and pay no
current interest. Interest ranges from 6.05 to 6.20 percent, approximate yield to maturity. The Universlty records the annual
Increase in the principal amount of these bonds as Interest expanse and accretion on bonds payable.

The Housing and Auxlliary System Bonds, Series 1997A were authorized by the Board under the Fifth Supplemental 8ond
Resolution dated July 10, 1997. The bonds were issued as current interest and capltal appreciation bonds. The current Interest
bonds mature at varying amounts from 1998 to 2009 with Interest ranging from 4.20 to 5.50 percent. Interest payments are
due seml-annually. The capital appreciation bonds mature at varylng amounts from 1998 to 2018 with approximate yleld to
maturlty ranges from 4.20 to 5.74 percent. They pay no current Interest. The Unliverslty records the annual increase In princlpal
amount of these bonds as interest expense and accretian on boads payable.

The Housing and Auxlllary Facilities Systém Bonds, Serles 1999A were authorized by the Unlversity's Board under the Sixth
Suppiemental Bond Resolution dated May 13, 1999. The bonds mature at varying amounts from 2001 to 2029 with interest
ranglng from 4.10 to 5.55 percent. They pay no current interest. The Unlversity records the annual Increase In the principal
amount of these bonds as Interest expense and accretlon on bonds payable.

The Housing and Auxiliary Facilities System Bonds, Serles 2000A were authorized by the University’s Board under the Seventh
Supplemental Bond Resolution dated May 11, 2000. The bonds mature at varying amounts from 2002 to 2010 with Interest
ranging from 5.25 ta 5.75 percent. Interest payments are due semi-annually.

The Housing and Auxiliary Facliitles System Bonds, Serles 2001A were authorized by the University’s Board under the Eighth
Supplemental Bond Resolutlon dated July 12, 2001, as amended on December 11, 2003. The bonds mature at varylng amounts
from 2002 to 2017 with interest ranging from 4.00 to 5.50 percent. Interest payments are due semi-annuzlly.

The Housing and Auxillary Faclitles System Bonds, Series 2003A were authorized by the Unlversity’s Board under the Ninth
Supplemental Bond Resolutlon dated December 12, 2002, The bonds mature at varying amounts from 2004 to 2029 with
interest ranging from 1.15 to 4.85 percent. Interest payments are due seml-annually.

The Housing and Auxillary Facllitles System Bonds, Serles 2004A were authorized by the University’s Board under the Tenth
.Supplemental 8ond Resolutlon dated October 14, 2004. The bonds mature at varying amounts from 2006 to 2035 with interest
ranging from 3.00 to 5.00 percent. Interest payments are due seml-annually.

The Medlcal Facllitles System Bonds, Serles 2005 were authorized by the board on October 13, 2005. The bonds mature at
varying amounts from 2006 to 2026 with Interest ranging fromn 3.25 to 5.00 percent. Interast payments are due semi-annually.

The Houslng and Auxlltary Facliitles System Bonds, Series 2006A were authorized by the University’s Board under the Eleventh
Supplemental Bond Resolution dated March 9, 2006, as amended and restated on May 2, 2006, and as further amended on
November 9, 2006. The bonds mature at varylng amounts from 2007 to 2036 with Interest ranging from 4.00 to 5.25 percent.
Interest payments are due seml-annually.

The Housing and Auxillary Facilities System Bonds, Series 2008A were authorized by the University Board under the Twelfth
Supplemental Bond Resolution dated Aprll 10,-2008. The bonds mature at varying amounts from 2009 to 2028 with interest
ranging from 3.00 to 5.50 percent. Interest payments are due semi-annually.

The Housing and Auxlillary Facllitles System Bonds, Serles 2008A were avthorlzed by the University Beard under the Thirteenth
Supplemental Bond Resolutlon approved April 2, 2009. The bonds mature at varying amounts from 2011 to 2030 with Interest
ranging from 2.50 to 6.20 percent. Interest payments are due semi-annually.

Housing and Auxiliary Facilitles System: These bands, which are payable through 2036, do not constitute a debt of the State
of lllinois or the individual members, officers or agents of the Board of Trustees of the University but, together with Interest
thereon, are payable from and secured by 2 pledge of and lien on {1) the net revenues of the System, {Il) pledged tultlon in an
amount not to exceed maximum annual debt service {sublect to prlor payment of operating and malntenance expenses of the
Systern), (ii}) the Bond and Interest Sinking Fund account, and (v} the Repair and Replacement Reserve account. Unrefunded
bonds Issued in 2001 and prior are additionally secured by the Debt Service Reserve. Total principal and Interest remalning on
the debt Is $464,603,821 with annual requirements ranging from $2,604,000 to $25,267,244, For the current year, principal and
interest pald was $19,608,809, and the total revenues pledged were $53,827,696. Total revenue pledged represents 100
percent of the net revenues of the System and 17 percent of net tultlon revenue recelved during fiscal year 2009. Although net
tuftion is pledged It Is not expected to be needed to meet debt service requirements.
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8. Revenue bonds payable (continued)

The bond resolutlon regquires that debt service coverage on a cash basls be at least 120 percent of the maximum annual debt
service. For the year ended June 30, 2009, the maximum annual debt requirement was $25,267,244, and the coverage was 213
percent. The bond resolutlon also requires the Treasurer to transfer annually to Renewals and Replacements from the funds
remaining in unrestricted net assets the sum of 10 percent of the maximum annual net debt service requirement or such
portion thereof as Is available for transfer. The net assets of Renewals and Replacements were $16,596,981 at June 30, 2009,

All of the refunded bonds are considered to be defeased and, accordingly, have been accounted for as If they were retired. As
of June 30, 2008, 512,090,000 of the bonds refunded In 2006 was outstanding. The market value of the related escrow fund
was 512,302,462.

Medical Facilities System: These bonds, which are payable through 2026, do not constitute a debt of the State of Illinols or the
individual members, officers or agents of the Board of Trustees of the University but, together with interest thereon, are
payable from and secured by a pledge of and lien on {I) the net revenues of the System, (ii} pledged tuftion {subject tc the prior
payment of necessary operating and maintenance expenses of the Housing and Auxiliary Facllities System, debt service of the
Housing and Auxllfary Facliitles System not to exceed the maximum annual| debt service, and then necessary operating and
maintenance expenses of the System), and (lil) the Bond and Interest Sinking Fund account. Total principal and interest
remaining on the debt Is $27,298,787 with annual requirements ranging from $543,400 to $1,985,750. For the current year,
principal and interest pald was $1,643,513, and the total revenues pledged were $124,167,336. Total revenue pledged
represents 100 percent of the net revenues of the System and 83 percent of net tultlon revenue recelved during fiscal year
2008. Although net tultion is pledged Tt is not expected to be needed to meet debt service requirements.

The bond resolutien requlres that debt service coverage on the cash basis (net revenues plus pledged tuition) be at least 200
percent of annual debt service end that net revenues shall be at least 100 percent of the annual debt service requirement in
each flscal year. For the year ended June 30, 2009, the maximum annual debt service was $1,985,750, and the coverage was
6,253 percent. The bond resolution also requires the Treasurer to credlt funds remaining in the revenue fund into a separate
and speclal account designated the Medical Facilities System Repair and Replacement Reserve account on or before the close of
each flscal year, the sum of not less than 10 percent of the maximum annual debt service, or such portlon thereof as Is avaliable
for transfer and deposit annually, for a repair and replacement raserve. The net assets of Renewals and Replacements were
$520,116 at June 30, 2008.

Future debt service requirements for all bonds outstanding are:

UNIVERSITY:

Princlpal Interest
2010 $ 13,190,000 $ 10,692,671
2011 16,120,000 10,661,107
2012 16,520,000 10,301,144
2013 17,105,000 9,004,744
2014 17,065,000 9,478,281
2015-19 87,210,000 40,469,747
2020-24 81,395,000 27,021,079
2025-29 75,260,000 14,580,125
2030-34 22,225,000 4,786,960
2035-36 6,755,000 461,750
Total payments 353,545,000 $ 138,357,608
Unaccreted appreclation (51,889,094
Subtotal 301,655,906
Unamortized premiums on bonds 6,208,185
Unamortized deferred loss on refunding (1,784,471)
Total bonds payable $ 306,079,620



9. Capitalized leases

The University has entered Into lease purchase contracts for certaln Items of equipment. Minlmum (ease payments under
caphtal leases together with the present vaiue of the net minimum lease payments are:

UNIVERSITY;

Year Ending

2010 S 244,988
2011 163,425
2012 10,817
2013 6,753
2014 6,753
Later years 6,753
Total minimum lease payments 439,489
Less amount representing interest {21,873)
Present vaiue of net minimum lease payments S 417,516

Assets held under capital lease are:

UNIVERSITY:
Equlpment 977,064
Less accumulated deprectation (433,625)

Total net assets S 543,439

The University leased the Evergreen Terrace apartment complex from Southern lllinols Unlversity Foundatlon (at Carbondale)
under a capital lease agreement through the year 2009. It was classifled and accounted for as a liability reported as an amount
"Due to Related Organlations." The agreement obligated the Unlversity to make rental payments in an amount sufflclent to
cover principal and interest payments and the requilred deposlts to the repalr and replacement reserve and the hazard
Insurance escrow account. At the conclusion of the lease, the University purchased the complex from the Foundation for the
sum of one dollar.

The University leases office and instructional space and equipment (principaily office machines, automobiles, and farm
equipment) under contracts which are renewable annually and many of which are subject to escalation upon proper notice by
the lessor. Rental payments on these operating leases totaled $16,073,677 in 2009.

10. Notes and certificates of participation payable
{A) Carbondaie Foundation mortgage note payable

On July 3, 1967, the Southern lllinols Unlversity Foundatlon (at Carbondale) entered Into a flnancing agreement with the
Federal Housing Administration (FHA)} to construct on behalf of the University a 304-unit apartment complex known as
Evergreen Terrace (FHA Project No. 072-55010-NP). The original mortgage note was Issued In the amount of $4,000,000 at an
Interest rate of 3%. [t was secured by a pledge of thirty-eight acres of land, including bufldings and Improvements. The note
was paid in full during February 2003.

(B)' Edwardsville Foundation note payable

On March 1, 2008, the Southern Illlnois University at Edwardsville Foundation entered into a note payable In the amount of
$1,100,000 due July 2, 2008, for the purpose of refinancing the construction of an office building. The original debt issued in
October 1899 was recorded as a revenue bond. The note was refinanced on July 2, 2008, In the principal amount of $1,100,000.
The interest rate is 3.95%, and the note matures In 2013, Annual payment requirements range from $43,450 to $1,143,450. As
of June 30, 2008, the note was outstanding In the amount of $1,100,000.

(C) Certificates of Particlpation

Series 2004A: On lune 17, 2004, the University Ilssued Certificates of Participation (COPS) In the par amount of $32,740,000.
The COPS were Issued at a discount of $91,480. The certificates were Issued to finance, In combination with University funds,
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10. Notes and certificates of participation payable (continued)

the rengvation of Morrls Library, the construction of a library storage facllity, the constructlon of a Research Park, the
replacement of campus signage, the purchase of computer and research equipment, and energy conservation measures, all at
Carbondale; the construction of a Pharmacy bullding and the renovation of the Dental School building, both at Edwardsville;
and energy performance measures at the School of Medlcine In Springfleld. The certificates bear Interest at rates ranging from
2% to 5% payable semi-annually, and principal Instaliments ranging from $1,070,000 to $2,720,000 are payable annually on
February 15 beglnning 2005 through the year 2024. As of lune 30, 2009, these certificates were autstanding In the amount of
$23,756,944.

Serles 2002: On lune 5, 2002, the Unliversity issued Certlficates of Particlpation (COPS) in the par amount of $4,180,000. The
COPS were issued at a premlum of $10,540. The certificates were lssued to finance, in combination with University funds, the
construction of a new support services bullding to house business services offices and warehouse space for the Untversity’s
Springfield medlcal campus. The certificates bear Interest at rates ranging from 3.25% to 4.40% payable semi-annually, and
principal installments ranging from $355,000 to $5495,000 are payable annually on August 15 beglnning 2003 through the year
2012. As of lune 30, 2009, these certificates were outstanding In the amount of $1,867,247. '

Annual aggregate principal and Interest payments required for years subsequent to June 30, 2009, are:

UNIVERSITY:
Certificates of Participatio
Princlpal Interest
2010 S 2,770,000 § 1,121,140
2011 2,875,000 1,015,410
2012 2,105,000 898,843
213 2,190,000 B12,540
2014 1,760,000 733,850
2015-19 5,780,000 2,808,763
2020-24 8,210,000 1,372,100
Total payments 25,690,000 5 8,762,645
Unamortized premiums
{discounts) on COPS {65,809)
Tatal payable S 25,624,191

11. Accrued self-insurance

The Universtty Is exposed to various risks of loss relatlve to general llability, professional {fabillty, and certaln group coverage of
student health and |ife beneflts. The University minimlzes Its exposure through a combination of risk reduction and self-
Insurance programs, as well as primary and excess Insurance coverage with commerclal carriers.

The general and professional liabllity self-insurance fung provides for comprehensive general and professional liabllity
coverage. The University also purchases excess Insurance coverage with commercial carrlers for claims that may result in
catastrophlc losses. The University makes contributions to the general and professional liabllity self-Insurance fund based on
yearly actuarial analysis.

The Student Medical Insurance Plan (the “Plan”) was established on August 15, 1995, as a secondary coverage plan to
supplement the On-Campus Student Health Services in Carbondale and Springfield. The Plan is supported by student fees and
covers all students enrolled at the Carbondale campus with the exceptlon of those students who have demonstrated
comparable coverage and have applled for a refund. The Plan provides a maximum benefit per student while covered under
the Plan of $250,000, subject to other limits of the Plan. To protect agalnst excessive losses, the Unlversity established a gap-
reserve fund and purchased a stop-loss Insurance policy with a commerclaf carrler In the amount of $5,000,000. Contrlbutions
to the Student Medlcal Insurance Plan are based on historlc and estimated future year claims.

As of lune 30, 2009, the accrual for self-Insurance was 516,198,524 for the general and professional liabllity fund and
§1,528,904 for the Student Medlcal Insurance Plan, for a total accrued liability for self-Insurance of $17,727,828. Because the
amounts accrued and funded are estimates, the aggregate actual claims covered by the self-Insurance funds could differ from
the amount that has been accrued. Changes in these estimates will be reflected In the Statement of Revenues, Expenses, and
Changes In Net Assets In the perod In which additional information becomes avallable.



11. Accrued self insurance (continued)

Changes in the self-insurance accrual for the years ended June 30, 2009, and June 30, 2008, are reflected below:

lune 30, 2000
General and Student
Total ' Professlonal Plan
Accrued liability, June 30, 2008 S 15,687,720 S 13,201,868 § 2,485,852
Current year clalms and other changes 11,610,371 6,098,521 4,611,850
Payment of Clalms (9,570,263) (4,001,465) (5,568,798
Accrued ligbility, June 30, 2009 $§ 17,727,828 § 16,198,924 3 1,528,504
June 30, 2008
General and Student
Total . Profestlonal Plan
Accrued liability, June 30, 2007 S 12,693,360 S 9,688,796 § 3,009,554
Current year claims and other changes 10,459,718 5,737,663 4,722,055
Payment of Claims (7,471,358) (2,225,591) (5,245,767)
Accrued [Tabllity, June 30, 2008 $ 15,687,720 $ 13,201,868 $ 2,485,852
12. Net Assets
Net asset balances by major categorles at June 30, 2009;
UNIVERSITY:
Invested in capita! assets, net of related debt 363,782,383
Restricted for:
Nonexpendable 3,131,934
Expendable
Quasi-endowment 180,995
Scholarships, research, Instruction and other 8,314,941
Loans 4,835,702
Self insurance 4,538,267
Capltzl projects 27,377,569
Debt service 19,432,408
Unrestricted 54,458,253
Total S 486,052,453
UNIVERSITY RELATED ORGANIZATIONS:
Invested in capltal assets, net of related debt $ 5,261,345
Restricted for:
Nonexpendable 78,773,768
Expendable
Schotarships, research, Instructlon and other 46,126,735
Loans 12,382
Caphtal projects 6,965,043
Unrestricted 19,275,325
Total $ 156,414,598

13. Donor-restricted endowments

The Unlversity entered Into an agreement with the Southern lllinols University Foundation gt Carbondale on July 1, 2003, in
which the University transferred Endowment funds to the Foundation. The Foundation has agreed to hold and administer
these funds as agency funds based upon and consistent with the deslres of the donor and/or the University. During fiscal year
2008, realized losses on investments totaled {$128,929), unreallzed losses on investments totaled {$335,565), and an additional
$1,933 was deposited with the Foundation, resulting In a balance of $1,529,693 held by the Foundation at June 30, 2009. The
Foundation distributes earnings to the University on a quarterly basis. Payments during fiscal year 2009 totaled $37,422.
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14. State Universities Retirement System

The University contrlbutes to the State Universities Retirement System of lllinois (SURS), a cost-sharing multiple~employer
defined benefit pension plan with a special funding situation whereby the State of lllinols makes substantlally all actuarlally
determined required contributions on behalf of the participating employers. SURS was established July 21, 1941 to provide
retirement annuities and other beneflts for staff members and employees of state universities, certaln affillated organizations,
and certaln other state educational and sclentific agencies and for survivors, dependents, and other beneficlaries of such
employees. SURS is considered a component unit of the State of |llinois’ financial reporting entity and is included In the state’s
financlal reports as a penslon trust fund. SURS Is governed by Section 5/15, Chapter 40, of the iflinois Compiled Statutes. SURS
Issues a publicly avallable financial report that Includes financlal statements and regulred suppfementary information. That
report may be obtalned by accessIng the website at www.SURS.ocg or calling 1-800-275-7877.

Plan members are required to contribute 8% of their annual covered salary, and substantiaily all employer contributions are
made by the State of lllinals on behalf of the individual employers at an actuarlally determiried rate. The current rate Is 18.61%
of annual covered payroll. The contributlcn requirements of plan members and employers are established and may be
amended by the lilinois General Assembly. The employer contributlon to SURS for the years ended lune 30, 2009, 2008, and
2007 were $47,526,941, $36,446,327, and $27,308,064, respectively, equal to the required contributions for the year. The fiscal
year 2009 contributlon conslsted of $44,755,648 from State appropriations and $2,771,293 from cther current funds.

All full-time empléyees of the Foundations, the Alumni Associations, University Park, and the Research Park are pald as
Unlversity employees. Accordingly, the benefits related to these employees are covered by the University's plan.

15. Post-employment benefits

In additlon to providing the above pension benefits, the State provides health, dental, vision, and lIfe Insurance beneflts for
retirees and thelr dependents In a program administered by the Department of Healthcare and Famlly Services along with the
Department aof Central Management Services. Substantially all State employees became eliglble for post-employment beneflts
if they eventually become annultants of one of the State sponsored plans. Health, dental, and vislon benefits include basic
benefits for annuitants and dependents under the State’s self-Insurance plan and insurance contracts currently in force,
Annuitants may be required to contribute towards health, dental, and vision benefits with the amount based on factors such as
date of retirement, years of credlted service with the State, whether the annultant is covered by Medicare, and whether the
annultant has chosen a managed heakh care plan. Annuftants who retired prior to January 1, 1998, and who are vested In the
State Unlversities Retirement System do not contribute towards health, dentsl, and vision benefits. For annultants who retired
on or after January 1, 1998, the annuitant’s contribution amount is reduced five percent for each year of credited service with
the State allowing those annuitants with twenty or more years of credited service to not have to contribute towards health,
dental, and vision beneftts. Annuitants also recelve life Insurance coverage equal to the annual salary of the last day of
employment untlf age 60, at which time the beneflt becomes $5,000;

The State pays the Unlversity’s portion of employer costs for the benefits provided. The total costs of the State’s portion of
health, dental, vision, and life Insurance beneflts of all members, including post-employment health, dental, vision, and I'fe
insurance benefits, Is recognized as an expenditure by the State In the lllinois Comprehensive Annual Financial Report. The
State finances the costs on a pay-as-you-go basis. The total costs Incurred for health, dental, vision, and life insurance benefits
are not separated by department or component unit for annultants and their dependents nor active employees and thelr
dependents.

A summary of post-employment benefit provisions, changes in benefit provislons, employee ellglbility requirements ncluding
eligibliity for vesting, and the authority under which benefit'provisions are established are included as an Integra! part of the
financial statements of the Department of Healthcare and Family Services. A copy of the financlal statements of the
Department of Healthcare and Family Services may be obtained by writing to the Department of Healthcare and Family
Services, 201 South Grand Ave., Springfield, lllinols, 62763-3838.

16. University Related Organizations - transactions with related parties

The University has entered Into master contracts with the University Related Organlzations which specify the relatlonship
between the Unlversity and its related organizations In accordance with the Legisfative Audit Commission’s University
Guidellnes of 1982 as amended In 1997. Significant transactions for the University durlng fiscal year 2009 included the receipt
of $36,871,706 from SIU Physiclans & Surgeons, Inc. (SIU P&S) for services provided by the University. Also, SIU P&S
contributed $7,697,271 to the University for Academic Development for the School of Medicine. Additional information
concerning transactions with related parties may be obtalnad by contacting those entltles listed in Note 1 on page 14.



16. University Related Organizations - transactions with related parties (continued)

The Southern |llinois Unlversity Foundation (at Carbondale) accepted the gift of 391.88 acres of land In Jackson County, Illinols
on March 3, 2009. The property had an appraised fair market value of 5.1'021'728 as of November 29, 2007. The University is
required to disclose thls gift to comply with section Vi..2 of the Legislative Audit Commisslon Unlversity Guidelines of 1982.

17. Commitments and contingencies

Grants ond controcts

The Unlversity receives monles from federal and state government agencles under grants and contracts for research and other
actlvities, including medlcal service reimbursements, The costs, both diract and indirect, charged to these grants and contracts
are subject to audlt and dlsallowance by the granting agency. During fiscal year 2009 the U.S. Department of Education Office
of Inspector General (OIG) performed an audit of the SIUE Upward Bound, Upward Bound Math-Science and Talent Search
Programs. The OIG repart indicated that there may be dlsallowed costs, but the Department of Education has not yet Issued ts
final Program Determination Letter. Prellminary results indicate disallowed costs could range from approximately $179,239 to
$931,744, The Unlversity administration believes that any dlsallowances or adjustment resulting from this or any other reviews
would not have a material effect an the University’s financlal position.

Legal action
The Unlversity Is a defendant in several lawsutts. However, University officials are of the opinion, based on the advice of legal
counsel, that any ultimate liabillty which could result from such litigation would not have @ material effect on the University's

financial position or its future operations.
18. Subsequent event

On August 17, 2009, an eight-unit apartment building at Cougar Village at Edwardsville was destrayed by flre. The cause of the
fire was a lightning strike. The estimated cost of replacement Is $1.6 millllon and wlll be funded through insurance proceeds, SIU
self-insurance, and Repalr and Replacement Reserve funds. On September 10, 2008, the SiU Board of Trustees approved that
the project and Its proposed funding source be submltted to the Illinois Board of Higher Education for its review and approval
as a non-instructional capital Iimprovement.
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19. Segment information

A segment is an identifiable actlvity for which one or more revenue bonds or other revenue-backed debt instruments are
outstanding. A segment has a specific Identiflable revenue stream pledged in support of the revenue bonds or other revenue-
backed debt and has related expenses, gains and losses, assets, and llabilitles that can be identified.

The Unlversity has lssued revenue bonds with the net revenues from the two segments pledged to pay the bond Interest and
principal. The Houslng and Auxifiary Facilities System segment Is comprised of University owned housing units, student centers,
recreation and athletic faciities, and simllar auxlllary enterprise units. The Medical Facilitles System Is comprised of clinical
facliitles used to provide patlent care at the School of Medicine in Springfield. Condensed financial statements for the
University’s two segments are shawn below. Additlonal Information relating to these segments Is Inciuded in Note 8, Revenue
bonds payable.

Housling and Auxillary Medical Facilitles
Facllities System System
CONDENSED STATEMENTS OF NET ASSETS
lune 30, 2009

Assets;

Current assets $ 113,680,243 $ 8,497,184

Capital assets, net 206,320,564 35,350,549

Other assets 8,140,293 390,419
Total Assets 328,141,100 44,238,152
Uabillties:

Current llabllitlies 30,068,982 2,046,835

Noncurrent liabilitles 272,571,476 20,033,292
Totzl Uablilties 307,640,458 22,080,127
Net Assets (Deficit)

invested in capital assets, net of refated debt {28,924,612) 16,832,600

Restricted - expendable 35,034,847 1,072,322

Unrestricted 14,390,407 4,253,103
Total Net Assets $ 20,500,642 s 22,158,025

CONDENSED STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
Year ended June 30, 2009

Operzting revenues $ 06,548,068 5 39,403,287
Operating expenses {83,470,651) {48,116,452)
Depredation expense {9,513,451) {658,046)

Operating gain (loss) 3,563,966 (9,371,211)
Nonoperating revenues and expenses - net 3,395,907 9,425,210
Galn before other revenues, expenses,

gains or losses 6,959,873 53,999
Other revenues, expenses, gains or losses - net 1,260,137 371,727
increase n net assets 8,220,010 425,726
Net agsets at beglnning of year 12,280,632 21,732,299
Net assets at end of year - " § 20,500,642 s 22,158,025

CONDENSED STATEMENTS OF CASH FLOWS

Year ended June 30, 2009
Cash provided by (used In):

_ Operating activities S 22,953,232 S {975,141)
Noncaphtal financing activities 3,016,663 -
Caphtal financing activitles 4,358,097 (2,117,198)
Investing actlvities {24,976,850) 81,906

Net Increase (decrease) In cash 5,351,102 {3,014,433)
Cash, beginning of year 44,349,716 7,188,524

Cash, end of year S 45,700,818 $ 4,174,091 °



20. University Related Organizations

Condensed financial statements for the component units of the University are as follows:

CONDENSED STATEMENTS OF NET ASSETS
JUNE 30, 2009
Assets:

Current assets

Noncyrrent assets

Total Assets
Uabllities:

Current liabllitles
Noncurrent llablliitles
Total Liabilities
Net Assets:
Invested in caplital assets, net of related debt
Restricted - nonexpendable
Restricted - expendable
Unrestricted

Total Net Assets

CONDENSED STATEMENTS O_F REVENUES,
EXPENSES AND CHANGES IN NET ASSETS
Yaar anded lune 30, 2009

Operating revenues
Operating expenses
Ogperating Income (loss)
Nonoperating revenues and expenses - net

Incame before other revenues

Other revenues

Increase in net assets
Net assets at beginning of year
Prior-period agjustment
Net assets at beginning of year, as restated
Net assets 2t end of year

CONDENSED STATEMENTS OF CASH FLOWS
Year ended lune 30, 2009

Cash provided by {used In):
Operating activitles
Noncapital financing activities
Capital financing activitles
Investing activities

Net Increase (decrease) In cash

Cash, beginning of year
Cash, end of year

slyc siue
sluc SIUE PHYSICIANS siuc SIUE RESEARCH SIUE
FOUNDATION FOUNDATION & SURGEONS ALUMNI ALUMNI PARK UNIV. PARK TOTAL
$ 26,670,959 S 8,227,187. 521,833,750 § 582040 $ 32,812 $ 141,445 51,388,143 § 58,876,336
87,027,638 22,470,986 2,333,695 5,220,283 188,855 204,323 1,490,915 118,936,701
113,698,597 30,698,173 24,167,445 5,802,323 221,667 345,774 2,879,058 177,813,037
543,289 335,470 8524567 917,027 188472 10,494 171,844 11,031,163
6,223,876 1,702,683 - - 1,557,592 - - 823,125 10,307,276
7,167,165 2,038,153 8524567 2,474,619 188,472 10,494 994,969 21,398,439
558,782 1,243,033 1,459,695 304,585 - 204,326 1,490,915 5,261,345
66,345,358 12,428,410 - . - - 78,773,768
38,838,893 14,265,267 - - - . - 53,104,160
788,399 723,304 14,183,183 3,023,118 33,195 130,951 393,174 15,275,325
$106,531,432 $28,660,020 $15,642,878 $3,327,704 § 33,295 § 335,280 $1,884,089 $ 156,414,598
$ 5,385,787 $ B,438,781 $81551,071 52,085,406 $ 337,573 § 328,935 $ 454,981 § 98,582,534
25,868,439 6,873,379 87,028,290 2,236,819 395,767 355,820 453,561 123,262,075
(20,482,652) 1,565,401  (5477,219]  (201,413)  (58,194) (26,885) 1,420  (24,679,541)
(3,897,800)  (3,124,636) 195518  (731,237)  (58,071) 1,740 30,523 (7,584,963
(24,380,452) (1,559,234) (5,281,701}  {932,650) (117,265) (25,145) 31,943 (32,264,504)
5,010,847 336,485 - - - - - 5,347,342
(19,360,605)  (1,222,738) (5,281,701}  (932,650) (117,265) (25,145) 31,943 (26,917,162
125,901,037 32,926,439 25,241,813 4,260,354 150,460 360,425 1,852,146 190,692,674
- (3,043,680) (4,317,234) - - - - (7.360,914)
125,901,037 29,882,758 20,924,579 4,260,354 150,460 360,425 1,852,146 183,331,760
$106,531,432 $28,660,020 $15,642,878 $3,327,704 $ 33,195 $ 335280 51,884,085 § 156,414,598
$ (9,667,603) $ (307.528) $ [(11,604) § 16082 $ (28,079) $ (1,410) $ (10,5522} § (10,010,664)
6,668,568 336,455 145,733 4,028 373 - 140,590 7,296,187
2,202,470 {275,732)  (711,352) (51,674) - - (595) 1,163,117
524,900 (2,143,983) 874,462 (14,650) 29,434 1,740 29,634 (698,463)
{271,665) (2,390,748) 297,239 {46,214) 1,728 330 159,507 (2,248,823)
558,626 2,970,506 814,014 141,553 17,620 58,003 1,163,527 5,723,849
$§ 28659561 § 579,758 $ 1,111,253 $ 95339 $ 19348 § 58333 51,323,034 § 3,474,026
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Crowe Horwath.,

Crowe Horwath LLP
Member Honvath Intemations!

Report on Internal Control Over, Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Honorable William G. Holland

Auditor General, State of Illinois
and Board of Trustees

Southern Ilinois University

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of Southern Illinois University (the “University") and its aggregate discretely presented
component units (the “University Related Organizations”), as of and for the year ended June 30,
2009, and have issued our report thereon dated February 19, 2010. Our report was modified to
include a reference to other auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Other auditors audited the financial statements of the University Related
Organizations, as described in our report on the University’s financial statements. This report does
not include the results of the other auditors’ testing of internal control over financial reporting or
compliance and other matters that are reported on separately by those auditors. The financial
statements of two University Related Organizations, the Southern Ilinois University Carbondale
Foundation and the Southern Illinois University Carbondale Alumni Association, were not
audited in accordance with Government Auditing Strmdards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the University's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the University’s intermal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the University’s internal
control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.



QOur consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material weaknesses. We’
did not identify any deficiencies in internal control over financial reporting that we consider to
be material weaknesses, as defined above. However, we noted certain matters that we reported
to management of the University in a separate letter dated February 19, 2010.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Govemnor, the Board of Trustees, University
management, and federal awarding agencies and pass through entities and is not intended to be
and should not be used by anyone other than these specified parties.

Cinveflrun A5k

Crowe Horwath LLP

Oak Brook, [llinois
February 19, 2010
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Southem Illinois University — Board of Trustees

Board Treasurer
1400 Douglas Drive
. Mallcode 6801
Phone: §18-536-3475 Carbondale, IL 62501 FAX: 6185363404

September 30, 2009

1O 'l;HE BONDHOLDERS AND THE BOARD OF TRUSTEES
OF SOUTHERN ILLINOIS UNIVERSITY

lam pleased to submit the annual Treasurer's Report to the Bondholders for the
Southem lllinois University Housing and Auxiliary. Facilities Systemn for the fiscal year
ended June 30, 2009.

The Series 2009A bonds were issued in May 2008 in the amount of $53,735,000. These
bonds were soid to finance the construction of a new Football Stadium and renovation
and construction of an addition to the Arena, all on the Carbondale campus.

The system continues fo exceed, by a significant percentage, the 120% debt service
coverage requirement as outlined in the bond resolution. A calculation for this coverage
réquirement is included in the Treasurer's Comments to the financial statements.

1 hope you find this financial report informative, and | invite your inquiries on any matter
related to the bonds or the report.

Respectfully submitted,

DD Sl

Duane Stucky
Board Treasurer

. DS/lap



TREASURER’'S COMMENTS

SOUTHERN ILLINOIS UNIVERSITY HOUSING AND AUXILIARY FACILITIES SYSTEM

SOUTHERN ILLINQOIS UNIVERSITY REVENUE BOND OPERATIONS
FACILITIES

The facilities included In the Southern llinois Universlty Housing and Auxiliary Fadlllties Systemn (the “System”) were acquired in eleven phases. The
first phase coinclded with the creation of the System and the Advanced Refunding of 1978 which cansolidated the facilities, the operations and the debt
of five separate bond indentures, into one entity, the System. These facilities include resldence halls and apartment complexes on the Carbondale and
Edwardsville campuses which provide student housing; the student unions known as the Student Center at Carbondale and the Untversity Center at
Edwardsville; three bulldings leased to national organizations of fraternities and sororities for student housing; one bullding which is designated as
houslng for professional students; and six bulldings used by the University for administrative and student service purposss. The. bulldings and
equipment of this phase were constructed or Improved through the issuance of bonds totaling $72,391,000. Additional improvements of thls phase,
conslisting of an energy conservation project, have bean constructed through the issuance of Revenue Bond Serles 2000A in the amount of $6,525,000.

The second phase expanded the System to include the Student Recreation Center, the Northwest Annex and tha Child Care Center at the Carbondale
campus, and the Student Fitness Center and Woodland Hall st the Edwardsville campus. The recreation center additions were acqulired through the
issuance of the Southern lllinals University Housing and Auwdliary Facilities System Revenue Project and Refunding Bonds Series 1992A (the "Serles
1892A Bonds”) in the amount of $13,465,000 while the other projects were acquired through the Issuance of the Revenue Bond Series 1993A (the
“Serles 1993A Bonds") in the amount of $16,670,508. These facilities include a dormitory, an apartment complex and office space of 29,100 net square
feet for academic, administrative and student service purposes; a student recreation center (including an exlsting facllity and a fitness center additlon)
at Carbondale; a fitness center addition at Edwardsville; and a child care centar. .

The third phase expanded the System 1o include a new resldence hall, Prairle Hall, on the Edwardswvilie campus. Praire Hall consists of approximataly
120,000 square feet and is designed to provide housing for epproximately 500 students. The third phase als6 expanded the System to Include traffic
and parking operations an the Edwardsville campus. Renovation and expansion of Cougar Village Apartments on the Edwardsville campus were also
included In this phase. These facilities and gperatians were constructed or improved through the tssuance of bands totaling $38,096,284.

The fourth phase expanded the System to Inciude a new residence hall, Bluff Hall, on the Edwardsville campus. The resldence hall consists of
approximately 120,000 sguare feet and Is deslgned to provide housing for approximately 500 students. This phase also includes expansion and
renovations of the Unlversity Cantar food service facilities. The funds for construction and improvements were provided through the issuance of bands
totaling $21,001,900.

The fifth phase expanded the System to include a new softball complex on the Carbondale campus and a complste replacement of the turf at
McAndrew Stadium on the Carbondale campus. This phase aiso incfudes Improvements to the University Center on the Edwardsville campus. The
funds for construction and improvements were provided through the issuance of bonds totaling $19,555,000.

The sixth phase expanded the System to include a new Student Health Center bullding addition on the Carbondale campus. The new facility consists of
an approximately 40,000 square foot, two-story addition to the Student Recreation Center. The funds for construction were provided through the
issuance of bonds totaling $8,635,000.

The seventh phase expanded the System to include Univarsity Hall on the Carbondale campus. The facility is a four-floor brick restdence hall that sits
on 5.43 acres of property which is located at the southeast comer of Wall and Park streets. The purchese was funded by the renewals and
replacements account.

The eighth phase expanded the System to include Wall and Grand Apartments on the Carbondale campus. The resldence hall consists of
approximately 169,000 gross square feet and Is designed to provide apartment-style living quarters for 400 on-campus students. This phase also
includes the Installation of automatlc sprinkler systems in Schnelder Hall, Mae Smith Hall and Neely Hall on the Carbondaie campus as well as
modification of the HVAC systems and humidity controls in Prairte Hall, Bluff Hall and Woodland Hall on the Edwardsville campus. The funds for
construction and improvements were provided through the fssuance of bonds totaling $40,390,000.

The ninth phase expanded the System to include a new resldence hall; Evergreen Hell, and ad|acent parking lot for the Edwardsville campus; and
various safety/securlty enhancements of the System, student center renovation and the purchase of a student information system far the Carbondale
campus. The funds for construction and improvements were provided through the issuanca of bonds toteling $58,585,000.

The tenth phase expanded the System to Includs a new Student Success Center and an expanslon to the Student Fltness Center on the Edwardsvllle
campus. This phase also includes the Installation of automatic sprinkler systems in Thompson Polnt and Universlty Hall and the installation of security
cameras and an electronic access control system at all exterior enfries to Thompson Polint on the Carbondale campus. The funds for construction and
improvements were provided through the issuance of bonds totallng $30,105,000.

The eleventh phase expanded the System to include a new footbal! stadlum on the Carbondale campus. Thls phase also includes the renovetion of the
51U Arena and the construction of 2 new addition thereto on the Carbondale campus. The funds for construction and renovation were provideg through
the Issuance of bonds totaling $53,735,000.

ADVANCE REFUNDINGS

The additional debt related o the System fadiliies has been advance refunded elther partially or in full, without extending the final maturity date, In
2006. The refunding has been undertaken by the Board of Trustees (the "Board") for the purposes of consolidating the debt, effecting a cost savings, or
resolving operational and parity 1ssuas related to the separate bond indentures.

The proceeds of the bonds Issued for the above refunding were used to purchase U.S. Government securities in amounts which, together with the
eamnings thereon, will be suffictent to pay, when due aor on thelr redemption date, the interest, premium and princlpal of the refunded bonds. The U.S.
2



TREASURER'S COMMENTS - Continued

Govemnment securities purchased for the Advance Refunding of 2006 are held In trust by the LaSalle Bank N.A., 135 South LaSalle Street, Chlcagp,
{llinels. The princlpal amount outstanding as of June 30, 2009, relating to the advance refunding, is as follows:

ADVANCE REFUNDING OF 2006:

Housing and Auxiliary Fadilities System Revenue Bonds of 1997, 2000 and $ 12,090,000
2001 - Final Maturity April 1, 2012

__$12090000

All of the bonds In the above advance refunding are considered “defeased™ and have debt service needs covered by cash, cash equivalents, and U.S.
Government securitles which are held in spedial trusts as noted above.

I. ENROLLMENTS AT SOUTHERN ILLINOIS UNIVERSITY

The University reports the following enrollments, by campus:

Full-Time
Haad Count” Equivalency*

Carbondale Campus (semester basis)

Fall semester 2008 20,673 17,428

Fall semester 2007 20,983 17,453
Edwardsville Campus (semester basls)

Fall semester 2008 13,602 11,636

Fall semester 2007 13,398 11,280

*Head count includes all full and part-time students (Including those enrolled in extension courses) whether living on or off campus.
**Full-time equlivalency Is based on 15 credits for undergraduate students and 12 credits for graduate students.

. HISTORICAL OCCUPANCY OF SYSTEM FACILITIES

The occupancy charges and rates below are based on the school year (3 months) except for Southem Hilla and Wall & Grand which are based on the
length of the housing contract, 12 manths and 10 months, respectively.

Range of Oceupancy Occupancy Rates
Charges for 2000 ' 2009 2008 2007 2008 2005
Southern Hills Apartments (C)

271 Apartments $5,808 - $6,696 B0.9% 81.2% 88.4% 89.9% 86.9%
Greek Row (C)

33 Persons® $6,014 - $§9,374 54.1% 66.2% 70.1% 81.0% 52.1%
Thompson Point (C)

1,187 Persons $7.164 - $10,260 03.9% 98.5% B4.9% 94.3% 92.8%
Towers (C)™

2,129 Persons $6,924 - $9,880 092.6% 91.5% 88.0% 983.2% -—
Triads (C)**

979 Persons $6,604 - $9,374 34.6% 38.8% 35.7% 68.4% - -
East Campus (C)™ - - - - - - - 85.9%
Unlverslty Hall (C)

359 Persons $6.924 - $9,880 83.6% 89.7% 78.0% 81.4% 76.0%
Wall & Grand (C)***

400 Persons (Bidg Il & 111) $5,368 - $8,517 94.2% 78.8% 90.7% - - - -
Cougar Village (E)

496 Apariments $3,560 - $11,550 93.9% 92.7% 95.8% 942% 84.8%
Woadiand Hall (E) '

257 Rooms $7.040 - $12,430 96.2% 86.9% 97.9% 98.1% 97.2%
Prairie Hall (E)

260 Rooms $7.040 - $12,430 95.6% 80.6% 87.3% 98.7% 97.9%
Bluff Hall (E)

260 Rooms $7,040 - $12,430 96.5% 89.3% 96.7% 09.0% 97.5%
Evergreen Hall (Ey™™ .

431 Apartments $4.880 - $8,130 87.7% 97.4% - - - - -

(C) Carbondale Campus, (E) Edwardsville Campus

*Certain properties are also leased to national ‘organizations of fraternies and sororitias for housing (three buildings) and to the University for
adminlstrative and student service purposes (six buildings).

“East Campus is reported as Towers and Trlads by University Housing beginning In 20086,

~*Wall & Grand apartments (Bldg |) opened for occupancy Spring 2007; Bidg Il & Ill opened for occupancy Fall 2007.

“**Evergreen Hall apartments opened for occupancy Fall 2007.



TREASURER'S COMMENTS — Continued

IV. DEBT SERVICE COVERAGES

The bond resolution requires that debt service coverage (net revenues plus pledged retalned tultion) be at least 120% of the maximum annual debt
sarvice, The debt service coverage is calculated at the end of the year using cash basls data obtainsd from the Statement of Cash Flows. Debt service
coverage for the System as defined by the bond rescluion and based on net revenues has been calculatad as follows:

Year ended June 30,
2009 . 2008
Recelpts:

Revanue Account:

Operating Receipts $ 96,292,430 $ 86,567,764

Revenue Bond Fees 1,809,277 2,408,845

Retrement of [ndebtedness — Investment income 464,682 839,932

Total Recelpts 98,566,389 89,816,541
Disbursements:

Operation and Maintenance Account 68,805,837 67,471,372
Net Revenues 28,660,452 22,345,160
Plus: Pledged Retalned Tulticn 25,267,244 20,468,319
Total Avallable for Debt Service § 53,827.696 $ 42,813,488
Maximum Annual Debt Service $ 25,267,244 $ 20,468,319
Coverage Ratio Based on Net Revenues 113% 109%
Coverage Ratlo as Defined in the Bond Rasalution 213% ' 209%

V. RETIREMENT OF INDEBTEDNESS
The net assets ars restricted for the following purposes:
June 30,
2009 2008
Bond and Interest Sinking Fund Account § 7,883,191 $ 7.018,860
Debt Senvice Reserve Account 9,086,125 __ 6086125
§ 17.049,316 $ 16,084,985

VI. RENEWALS AND REPLACEMENTS

The bond resolutlon requires the Treasurer to transfer annually to Renewals and Repltacements from the funds remalning in unrestricted net assets, the
sum of 10% of the maximum annual net debt sarvice requirement or such portlon thereof as Is avallable for transfer. The maximum amount which may
be accumulated in said account shall not exceed 5% of the replacement cost of the facllities constituting the System, plus 20% of the book value of the
movable equipment within the System, pius elther 10% of the historlcal cost of the parking lots or 100% of the estimated cost of resurfacing any one
existing parking lot which Is part of the System.

Additions during the year included transfers from unrestricted net essets of $5,658,427 ($6,188,364 In 2008) and investment incame of $408,208 In
2009 and $502,442 In 2008. Expenditures charged to the reserve amounted to $5,185,559 in 2009 and $2,748,439 In 2008. The net assets of
Renewsals and Replacements consisted of the following:

June 30,
2009 2008
Pooled Cash and Investments $ 17,021,632 $ 16,275,471
Accrued Interest Recelvable 27,277 43,082
Accounts Payabls (451,928) (602,658)
$ 16,586,681 $ 15,715,905

Vil. SCHEDULE OF BONDS PAYABLE OUTSTANDING

A Schedule of Bonds Payable Outstanding is shown as supplementary Information and lists the amount of Housing and Auxiilary Facilties System
Revenue Prajact and Refunding Bongis and Revenue Bonds Serles 2009A, 2008A, 2008A, 2004A, 2003A, 2001A, 2000A, 1999A, 1897A and 1993A
issued and outstanding as of June 30, 2009.

VIll. RESTRICTED NET ASSETS — EXPENDABLE

Restricted net assets as of June 30 are comprised of the following:

2008 2008
Retirement of Indebtedness $ 17,049,316 $ 16,084,985
Renewals and repfacements 16,566,881 15,715,905
Unexpended 4,388,550 1,636,333
$ 35,034,847 $ 33,437,223

4
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Independent Auditors” Report

Honorable William G. Holland

Auditor General, State of Illinois
and Board of Trustees

Southern Mllinois University

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
financial statements, as listed in the table of contents, of Southern linois University Housing
and Auxiliary Facilities System (“the System”) as of and for the year ended June 30, 2009. These
financial statements are the responsibility of the System’s management. Our responsibility is to
express an opinion on these financial statements based on our audit The prior year
summarized comparative information has been derived from the System’s 2008 financial
statements and, in a report dated February 5, 2009, we expressed an unqualified opinion on
those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reascnable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements.. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in note 14, the financial statements of the System are intended to present the
financial position, the changes in financial position, and cash flows of only that portion of the
activities of Southern Illinois University that ig attributable to the transactions of the System.
They do not purport te, and de not, present fairly the financial position of Southern Illinois
University as of June 30, 2009, and the changes in financial position and its cash flows for the
year then ended in conformity with accounting principles generally accepted in the United
States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the System as of June 30, 2009, and the changes in financial position and
its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated
February 19, 2010, on our consideration of the System’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements of
the System. The accompanying Schedule of Bonds Payable Outstanding is presented for
purposes of addiional analysis and is not a required part of the financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial
statements, and in our opinion, is stated fairly, in all material respects, in relation to the
financial statements taken as a whole.

In connection with our audit, nothing came to our attention that caused us to believe that the
System was not in compliance with any of the fund accounting covenants of the Resolutions of
the Board of Trustees of Southern Illinois University, which provided for the issuance of the
Southern Illinois University Housing and Auxiliary Facilities System Revenue Bonds Series
2009A, Revenue Bonds Series 2008A, Revenue Bonds Series 2006A, Revenue Bonds Series
2004A, Revenue Bonds Series 2003A, Revenue Bonds Series 2001A, Revenue Bonds Series
2000A, Revenue Bonds Series 1999A, Revenue Bonds 1997A, Revenue Refunding Bonds Series
1996A, and Revenue Bonds Series 1993A adopted April 2, 2009, April 10, 2008, March 9, 2006,
October 14, 2004, December 12, 2002, July 12, 2001, May 11, 2000, May 13, 1999, July 10, 1997,
September 12, 1996, and May 13, 1993, respectively, insofar as they related to accounting
matters. However, our audit was not directed primarily toward obtaining knowledge of such
noncompliance.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Govemnor, the Board of Trustees, the System’s
management, and the bondholders and is not intended to be and should not be used by anyone
other than these specified parties.

Disweftrurn BAKP

Crowe Horwath LLP

Qak Brook, Olinois
February 19, 2010



SOUTHERN ILLINOIS UNIVERSITY
HOUSING AND AUXILIARY FACILITIES SYSTEM
STATEMENT OF NET ASSETS

June 30, 2009
(with comparative totals for 2008)

2009
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 49,700,818
Short term investments 58,444,107
- Accounts recelvable, net 3,834,083
Accrued intarest receivable 268,014
Merchandise for resale 1,135,633
Prepald expensas and other assets 299,588
TOTAL CURRENT ASSETS 113,680,243
NONCURRENT ASSETS:
Long term investments 4,118,217
Prepald expenses and other assets 4,022,076
Capital assets, nat:
Land 605,395
Bulldings 161,300,390
Improvements 5,377,649
Equipment 8,970,285
Constructlon In progress 30,068,845
TOTAL NONCURRENT ASSETS 214,460,857
TOTAL ASSETS 328,141,100
LIABILITIES
CURRENT LIABILITIES:
Accounts payable 10,850,782
Accrued interest payabie 2,361,159
Accrued payroll 561,130
Accrued compensated absences 162,354
Housing deposits ’ 131,996
Deferred revenue 3,642,403
Revenue bonds payable 12,359,158
TOTAL CURRENT LIABILITIES 30,088,982
NONCURRENT LIABILITIES:
Accrued compensated absences 2,198,929
Housing deposits 161,329
Revenue bonds payable 275,211,218
TOTAL NONCURRENT LIABILITIES 277,571,476
TOTAL LIABILITIES 307,640,458
NET ASSETS (DEFICIT)
Invested in capital assets, net of related debt (28,824 612)
Restricted for:
Expendable
Capital projects and debt service 35,034,847
Unrestricted 14,390,407
TOTAL NET ASSETS $ 20,500,642 -

The accompanying notes are an integral part of this statement.

2008

$ 44349716
27,713,85¢
2,794,735
388,528
1,060,339
236,811

76,553,988

7,725,557
3,213,595

605,395
153,835,003
5,360,828
3,151,512
17,839,087

191,831,077
268,385,085

6,144,422
1,840,821
593,853
185,807
128,149
3,631,557
12,026,852

24,551,761

2,041,885
166,626
229,354,161

231,552,672
256,104,433

(33,728,832)

33,437,223
12,572,241

$ 12,280,632



SOUTHERN ILLINOIS UNIVERSITY
HOUSING AND AUXILIARY FACILITIES SYSTEM

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Year Ended June 30, 2009

(with comparative totals for 2008)

REVENUES
OPERATING REVENUES:

Residence halls and apartments

Unlversity student centers
Sales and services
Student fees

Student recreatlon and fitness centers
Sales and services
Studerit fees

Child care cemter

Student health center

Traffic and parking

Student success center

Revenue bond fees

TOTAL OPERATING REVENUES

EXPENSES

OPERATING EXPENSES:
Salaries and wages
Merchandise for resale
Utifittes .
Maintenance and repairs
Administrativa
Other
Depreciation

TOTAL OPERATING EXPENSES

OPERATING INCOME

NONOPERATING REVENUES (EXPENSES)
Investment income
Glfts for other than captital purposes
Payments on-behalf of the system
Interest on capltal asset-related debt
Accretion on bonds payable
Other noncperating revenue

NET NONOPERATING REVENUES
INCOME BEFORE OTHER REVENUES, EXPENSES, GAINS OR LOSSES
OTHER REVENUES, EXPENSES, GAINS OR LOSSES
Capital assets retired

Capital grants and gifts
Additlons to plant facllities from other sources

TOTAL OTHER REVENUES, EXPENSES, GAINS OR LOSSES
INCREASE IN NET ASSETS

NET ASSETS
Net assets at beginning of year

NET ASSETS AT END OF YEAR

The accompanying notes are an integral part of this statement.

2009

$ 52,510,283

14,202,117
7,864,075

1,143,822
5,767,280

883,716
8,361,128
2,448,305
1,558,085
1,809,277

96,548,068

41,093,162
8,927,661
9,615,857

10,088,451
8,436,345
5,329,375
9,513,451

82,984,102

3,583,966

2,013,503
5,101
10,220,458

{7,115,487)

(4,384,112)
2,656,444

3,385,907
6,959,873

(45,827)

1,305,964
1,280,137

8,220,010

12,280,632

$ 20,500,642

2008

$ 48,480,456

13,125,843
7,833,398

1,185,189
5,557,849

810,987
8,494,529
2,380,850

100,528
1,939,595

89,909,404

38,223,853
9,048,402
9,618,118

10,686,598
8,611,078
5,238,719
7,692,473

89,119,241

790,163

2,867,206
50,934
9,250,021

(6,857,419)

(4,307,544)
3,587,644

4,590,842

5,381,005

(61,099)

243,092
181,993

5,562,998

6,717,634

$ 12,280,632



SOUTHERN ILLINOIS UNIVERSITY
HOUSING AND AUXILIARY FACILITIES SYSTEM
STATEMENT OF CASH FLOWS

Year Ended June 30, 2009
(with comparallve totals for 2008)

2009
CASH FLOWS FROM OPERATING ACTIVITIES
Residence halls and apartments $ 49,682,504
University student canters
Sales and services 14,613,717
Student fees 8,018,044
Student recreation and fitness centers
Sales and sarvices 1,164,688
Student fees 5,881,633
Child care cenler 870,407
Stwdent health center 8,470,190
Traffic and parking 2,441,188
Student success center 1,548,041
Revenua bond fess 1,808,277
Payments to employees (28,682,760)
Payments for utilites (8,769,091)
Payments to suppliers (33,054.608)
NET CASH PROVIDED BY OPERATING ACTIVITIES 22,953,232
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Giits for other than capital purpases 51,173
Other nonoparating revénue 2,866,490
NET CASH PROVIDED BY NONCAPITAL EINANCING AGTIVITIES T 3016663
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Purchases of capital assets (29.518,186)
Princlpal paid on capital debt (12,100,000}
Interest pald on capital dabt (8,572,245)
Retained band proceeds 83,861,028
Other 587,500
NET CASH FROVIDED BY CAPITAL FINANGING ACTIVITIES T 4358007
CABH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturilies of investments 37,539,768
Investment income 2,083,902
Purchase of invesimants (64,600,558)
NET CASH USED IN INVESTING ACTIVITIES T (24.976,850)
NET INCREASE IN CASH 5,351,102
CASH AND CASH EQUIVALENTS - BEGINNING OF THE YEAR 44,349,716

CASH AND CASH EQUIVALENTS - END OF THE YEAR

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Oparating Income $ 3,563,968
Adjusiments to reconcile operating income to net cash
provided by operating activilies:
Depreciatidon expense 9,513,451
Paymants on-behalf of the system 10,220,458
Change in asssls and llabllitles:
Receivables, nat 85,266
Merchandise for rasate (75.294)
Prepald expenses and other asssts (14.464)
Accounts payable (470,305)
Accrued payrol (32,723)
Accrued compensated absences 133,491
Housing deposits 8,560
Deferred revenue 10,846
NET CASH PROVIDED BY OPERATING ACTIVITIES § 22,953,232
NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES
Payments on-behalf of the systam $ 10,220,458
Cepital assets in accounts payable 9,233,977
Accretion on bonds payable 4,384,112
Net interest capitalized 1,064,327
Other captital asset adjustments 6,185
Loss on disposal of capital assets 12,009

The accompanying notas are an Integral part of this stalemeant.

$ 49,700,818

2008

$ 46,571,960

13,288,887
7,691,010

1,096,528
6,454,177
812,179
8,216,082
2,358,458
90,541
2,408,845
{26,546,180)
(9.808,314)

(33.767.261)

18,067,712

4,886
962,643

967,629

(15.218,024)

(11,155,000)
(7.170,651)
31,484,732
2,625,000

646,157

31,688,898
2,844,817

(42.949,508)

(8,385,783)

11,186,605
33,154,111

$ 44,349,716

$ 790,163

7.682,473
9,250,029

(836,305)
(17.878)
12,422
683,734
206,965
76,873
18,800
202,142

$ 18,087.712

$ 9,260,021
4,221,891
4,307,544

80,028
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HOUSING AND AUXILIARY FACILITIES SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

8ignificant Accounting Policles

(A) Basls of Presentation

These financlal statements Include all financial activities over which the Southem llinois University Housing and Auxillary Facliities
System (the "System") exercises direct responsibility. The System comi)[r)es the operations of the individual housing units, the student
centers, the student recreation center, the student filness center, the Carbendale. child care center, the Carbondale student health
center, the Carbondale student information system, the Carbondale softball fleld, the Carbondale football stadlum, the Carbondale SIU
Arena, Edwardsville traffic and parking and the Edwardsville student success center Into one operatlon. The Revenue Project Bonds of
2D09A, 2008A, 2008A, 2004A, 2003A, 2001A, 2000A, 1909A, 1997A and 1953A (the "Bonds") are secured in part by the revenues from
these operetions. The financial statements reflect the cormbined operations of the System as of and for the year ended June 30, 2008.
The Individual faclliies included In the System are as follows:

Carbondale Campus Edwardsville Campus
Southern Hills Apartments University Center
Greek Row Cougar Village
Thompson Point Student Fitness Center
Towers Woodland Hall
Trlads Pralrie Hall
Unlversity Rall Traffic and Parking
Northwest Annax Biuff Hall
Student Center Evergreen Hall
Student Recreation Center Student Success Center
Chlld Care Center
Softhafl Field

Student Heelth Center

Wall and Grand Apartments
Student Information System
Football Stadlum

SIU Arena

These financlal statements have been prepared to satisfy the requirements of the System's Revenue Bonds master indenture. The
financial balances and activities of the System, Included In these financial statements, are included in the University’s financial
statements. The System Is not a separate legal entity and therefore has not presented management's discussion and analysis. The
finandal statements include prior year comparative infarmation, which has been derived from the System's 2008 financlal statements.
Such Information does not mclude all of the information required to constitute a presentation In conformity with accounting principles
generally accepted In the United States of Amerlca. Accordingly, such information should be read In conjunction with the System's
financlal statements for the year ended June 30, 2008.

The accompanying financlal statements have been prepared in accordance with accounting princlples generaily accepted In the United
States of America as prescribed by the Govemmental Accounting Standards Board (GASB), Including Stetement No. 35, Basic
Financlal Statements — and Management's Discussion and Analysis — for Publlc Colleges and Universities. Addltionally, effective July 1,
2001, the System adopted GASB Statement No. 37, Basic Financls! Statements — and Management's Discussion and Analysls — for
State and Local Governments : Omnibus, and GASE Statement No. 38, Certein Financiel Statement Note Distlosures. The System now
follows the buslness-type activity reporting requirements of GASB Statements No. 35, 37 and 38 that provide a comprehensive, entlty-
wide perspective of the System's financial activities and replaces the fund group presentations previously required. Effective July 1,
2004, the System adopted GASB Staternent No. 40, Deposit and Investment Risk Disclosures. The objective of this statement s to
update the custodial credit risk disdosure requirements and to establish more comprehensive disclosure requirements addressing the
common rigks of deposits and Investments. Effective July 1, 2007, the System adopted GASB Statement No. 48, Sales and Plsdgss of
Recelvables and Future Revenuss and Intra-Entity Transfers of Assets and Future Revenues. The System has disclosed pledged
revenues In Note 6 to the fimancia! statements.

For financial reporting purposes, the System I8 consldered a special-purpose government engaged only In business-type activiies.
Accordingly, the System’s financlal statements have been presented using the economic resaurces measurement focus and the accrual
basls of accounting applicable to state colleges and universities. Under the accrual basis, revenues are recognized when eamed. and
expenses are recorded when an obligation to pay has been incummed. The Systam has the option to apply all Financial Accounting
Standards Board (FASB) pronouncements Issued after Novemnber 30, 1989, unless FASB confiicts with GASB. The System has slected
to not apply FASB pronouncements Issued after the applicable date.

The preparation of financlal statements In conformity with accounting principles ganerally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabllljes; the disclosure of
contingent asgets and liabiliies at the date of the financial statements; and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates,
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Merchandise For Resale

Merchandise for resale includes Inventories which are stated at the lower of cost (first-In, first-out) method or market. The Student
Center Universlty Bookstore on the Carbondale campus has been leased to Follett Higher Education Group Inc. since May 8, 2001.

Bulldtngs, Improvements and Equipment

Bulldings, Improvements and equipment are recorded at cost less accumulated deprectation. The buildings are located on land owned
by the Unlversity except for the Northwest Annex and Unfversity Hall which were purchased In part by the Syatem. There Is no charge to
the Systemn for the use of the land cther than for grounds maintenance. The System's-policy is to capitzlize all equipment itsms with an
acquisition cost of $5,000 or more.

Classificatlon of Revenues and Expenses

The System has classified Its revenues and expenses as elther operating or nonaperating. Operating revenues and expenses include
actlvitles thet have characteristics of exchange transactions, such as sales and services of auxiliary enterprises. Nonoperating revenues
and expenses Include activities that have characteristics of nonaxchange transactions, such as gifts and contributions, and other
revenue sources that are defined as nonoperating revenues by GASB Statement No. 9, Reporting Cash Flows of Proprietary end
Norexpsndable Trust Funds and Govarmment Entities that Use Proprietary Fund Accounting, and GASB Statement No. 34, Basic
Financial Statsments — and Management's Discussion and Analysis - for State end Local Governments. Other nonoperating revenues
and expenses Incude transacions relating to caplital and financing activities, noncapital financing activities, and Investing activities. The
Systern first applles restricted net assets when an expense Is Incurred for purposes for which both restricted and unrestricted net assets
are avallable.

Cash and Cash Equivalenta

Cash and cash equivalents include bank accounts and investments with original maturities of ninety days or less at the time of
purchase, primarlly U.S. Treasury Bllls and money market funds.

Investments

Investments are stated at market The investments, which cansist of U.S. Treasury notes, the Federal Home Loan Mortgage
Caorporatian, the Federal Home Loan Bank and Certificates of Deposit, are held In the Unlversity's name by Its agent.

Allowance for Uncollectibles

The System provides allowances for uncollectible accounts based upon management's best estimate of uncollectible accounts at the
statement of nat assets date, considering type, age, .coflectlon history of recelvables, and any other factors as considered appropriate.
The System’s accounts receivable bafance is reported net of allowances of $3,455,574 at June 30, 2009.

Ravenun Bond Fee.

Transfers from other University funds of the revenue bond fes are based upon the amount budgeted. Fees in the amount of $113,474
have been collected in excess of the budgetary fransfer and are avallable for future budgetary transfers.

Bond lasuance Costs

The bond issuance costs are included In prepald expenses and other assets and are amortized on a stralght line basls over the life of
the bonds.

On-Behalf Payments

in accordance with GASB Statement No. 24, Accounting and FAinancial Reporting for Certain Grants and Other Financial Assistance, the
System reported on-behalf payments made by agencles of the State of lllinols for health care and retirement. These costs are reflected
in an equal amount In both the nonoperating revenues and salarles and wages of the System. On behalf payments for the year ended
June 30, 2009 amounted to §6,860,156 for group Insufance, retirement and post-employment benefits, and $360,303 for soclal security
and medicare.

Classlificatlon of Net Assats

Net assets represent the difference between System assets and liabilifes 2nd are divided Into three major categories. The first category,
invested in capital assets, net of related debt, represents the System’s equity in property, plant and equlpment. The next asset category
is restricted net assets. Expendable restricted net assets are avallable for expsnditure by the System but must be spent for purposes as

determined by donors or other external entities that have placed time or purpose restrictions on the use of the assats. The final category

Is unrestricted net assets, which represent balances fram operational activities that have not been restricted by parties external ta the
System and are avaliable for use by the System.
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Pooled Cash and Investments

The University has pooled certaln cash and Investments for the purpose of securing a greater retun on Investment and providing a more
equitable distribution of investment return. Pooled Investments, which conslst prncipally of government securities, are stated at market.
Income Is distributed quarterly basad upon average balances invested In the pool over the prior 13 week.-perlod. There are no investments in
foreign currency. It is not feasible to separately determine the System’s bank balance at June 30, 2008 due to the pooling of the University's
cash and Investments.

Credit risk: Credit risk ts the risk of loss due to the fallure of the security issuer or backer to meet promised Interast or principal payments on
required dates. Credlt risk Is mitigated by limiting investments to those specified in the Minois Public Funds Investment Act, which prohlbits
investment In corporate bonds with maturity dates longerthan six months from the date of purchase; pre-qualifying the financlal |nsthutions
which are utllized; and diverslfying the Investment portfollo so that the failure of any one Issuer or backer will not place an undue finandlal
burden on the University. U.S. Tressurles are federal govemment securities that do not require the disclosure of credit risk. The U.S.
agencies Investments typlcally Include the Government National Mortgage Assoclation, the Federal Home Loan Mortgage Corporation, and
the Federal Home Loan 8ank, all of which were rated AAA. The [llinols Funds are also rated AAA,

Concentration of credit risk: The University's investment policy stateg that the portfollo should consist of a mix of various types of securities,
issues and maturities. While the fund's asset allocation strategy provides diversification by fixed income sector, each portfollo within the
sector is alse broadly diversified by security typs, issue and maturity.

Custaodial credit risk: Custadlal credt risk is the risk that when, In the event a financlal institution or counterparty falis, the Unlversity would not
be able to recover value of depesits, Investments or collateral securities that are In the possession of an outslde party. All of the University’s
investments are held in the University’s nama and are not subject to creditors of the custodial Institution.

Intersst rate risk: Interest rate risk is the risk that the market value of porifollo securlties will fall or rise due to changes in general |nterest
rates. Interest rate risk is mitigated by maintaining significant balances in cash egulvalent and other short maturity investments and by
establishing an asset allocation palicy that 5 consistent with the expected cash flows of the University. The Intemally managed portfollo Is
managed in accordance with covenants provided from the University's debt issuance activities. The externally managed portfolio is typically
allocated with a minimum of $40 milllon held In cash eguivalents and $65 to $105 milllon held In the mtermediate-term portfollo. However,
dreumstances may occur that cause the allocations to temporarily fall outside the prescribed ranges.

Forelgn currency risk: The Unlversity does not hold any ferelgn Investments.

Interest rate rlsk I8 disclosed below using the segmented time distribution method. As of June 30, 20089, the System had the following cash
and Investment balances:

Investment Maturitieg (in Years)

Investment Type Falr Value Less than 1 1-§ 6-10 More than 10
U.S. Treasuries $14,962,247  §10,844.030 $4.118,217 $ $ -
U.S. Agencies 14,600,077 14,600,077 - -
Certificates of Deposit . 33,000,000 33,000,000 - -
Total Investments 62,562,324 $ 58,444,107 $ 4,118,217 $ $ -
Cash and Equlvalents

The lliinois Funds 23,088,057

Cesh and Equivalents 26,614,761

Total Cash & Equlvalents 49,700,818

Total Cash & Investments

Investments and Investment Income

$ 112,263,142

Southern lllinols Universlty has adopted the provisions of GASB Statement No. 31, Accounling and Financte! Reporting for Certain
Investments end for External investrment Pools. This statement establishes accounting and reporting standards for certaln Investments ang
securities and establishes disclosure requirements for most investments held by governmental entities. it reguires that investments be
recorded at fair (market) value and that unrealized gains and |losses be recorded In Income. The falr value Is determined to be the amount at
which financlal instruments could be exchanged in a current trensaction between wiling parties, usually quoied market prices. The
investment with the Publle Treasurer's Investment Pool (The lllinols Funds) Is at fair value, which fs the same value as the pool shares. State
statutes require the lilinois Funds to comply with the /Mlinols Public Funds Investment Act (30 ILCS 235). Also, certain money market
investments having a remaining maturity of one year or less at time of purchase and nonnegotiable certificates of deposit with redemption
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terms that do not consider market rates are carried at amortized cost. The statement has been applied to investments and Income for fiscal
years 2008 and 2008.

The calculation of realized gains Is Independent of the calculation of the net increase In the fair value of investments. Reallzed gains and
losses on investments that had been held in more than one fiscal year and sold in the current year may have been recognized as an increase
or decrease in the fair value of Investments reported in the prlor year. Investment Income net of realized and unrealized gains and losses on
investments for the year ended June 30, 2008, s reflected below.

$ 1,925,804
87,609

$ 2,013,503

Interest earnings
Unreallzed galn on invesiments

Capltal Assets

Capital asset activity for the year ended June 30, 2009 was as follows:

Beginning Enging
Balance Additions Deletions Transters Balance
Land $ 605,305 $ - $ - $ : - $ 605,395
Buildings 280,758,326 2,858,062 . 16,975,393 300,591,781
Improvements 9,950,796 - 234 329,201 10,279,763
Equlpment 6,138,668 570.243 206.317 5,883,094 12,486,688
Construction In progress 17,838,087 30,432,338 - (18,204,581) 30,085,845
Total cost of
capltal assets $ 315,292,272 $ 33,860,844 $ 206,551 3 5,083,107 $ 354,020,472
Less accumulated depreclation for:
Buildings $ 126,823,323 $ 8,484,366 $ - $ 3,983,702 $ 139,291,391
Improvements 4,589,868 312,246 - - 4,902,114
Equipment 2,987,158 716,839 188,592 - 3,515,403
Total accumulated
depreciation 134,400,347 § 9,513,451 $ 188,592 $§ 3,983,702 147,708,908
Capital assets — net $ 180,891,825 $ 206,320,564
The following estimated useful lives are used to compute depreclation:
Buildings 40 years
Improvements 15 years
Equipment 5-10 years
Changes In Liabilltles
Noncurrent liabllity activity for the year ended June 30, 2008 was as follows:
Beginning Ending Current
Balance Additions Reductions Balance Portlon
Revenue bonds payable $ 241,381,113 $ 68,345,138 $ 12,155,876 $ 287,570,376 $ 12,359,158
Compensated absences 2,227,792 162,836 29,148 2,361,283 162,354
Houslng deposits 284,775 210,948 202,398 293,325 131,996
Total noncurrent liabliities § 243,893,680 $ 58,718,723 $ 12,387,418 $ 290,224,884 $ 12,653,508

Nota: Amounts shown In ending balance of noncurrent liabilities include both current and noncurrent portions.
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Revenue Bonds Payable

On April 2, 2009, the Board adopted the “Thineenth Supplemental System Revenue Bond Resolutlon” which amended and supplemented the
Original Resolution of August 29, 1984, the First Supplemental Resolution of November 13, 1986, the Second Supplemental Resolution of
February 13, 1982, the Third Supplemental Resolution of May 13, 1983, the Fourth Supplemental Resolution of September 12, 1898, the
Fifth Supprémental Resolution of July 10, 1997, the Sixth Supplemental Resolution of May 13, 1998, the Seventh Supplemental Resolution of
May 11, 2000, the Eighth Supplemental Bond Resolution of July 12, 2001, as amended and restated on December 11, 2003, the Ninth
Supplemental Resolution of December 12, 2002, the Tenth Supplemental Resolution of October 14, 2004, the Eleventh Supplemental Bond
Resolution of March g, 2008, as amended and resiated on May 2, 2006 and November 9, 2008, and the Twelfth Supplementai Bond
Resolution of April 10, 2008. The outstanding bond Issues related to the respective bond resolutions of the System are as follows:

(A)

(B)

(€)

(D)

(E)

(F)

Series 2009A Bohds

These bonds were authorized by the Board under the Thirteenth Supplements! Bond Resolution dated Aprit 2, 2000 and were Issued as
taxable Bulld America Bonds {n the original amount of $53,735,000. The bonds were Issued as current Interest bonds on May 15, 2008
at a premium of $226,028 with Interest rates ranging from 2.50 to 6.20 percent. Proceeds will be used for the construction and equipping
of a new football stadium on the Carbondale campus, including the relocation of certain tennls courts and playlng fields from the project
slte and the renovation and equipping of the SIU Arena and the construction of a new additlon thereta on the Carbondale Campus. As
of June 30, 2009, these bonds were outstanding in the amount of $53,959,642.

Serles 2008A Bonds

These bonds were authorized by the Baard under the Twelfth Supplemental Bond Resolution dated April 10,- 2008 and were issued as
current interest bonds In tha original amount of $30,105,000. The bonds were sold on May 8, 2008 at a premium of $1,359,732 with
interest rates ranging from 3.00 to 5.50 percent. The bonds were Issued to finance the construction and equipping of a Student Success
Center on the Edwardsville campus; the construction and equipping of an expansion to the Student Fitness Center on the Edwardsyville
campus; and the [nstallation of sprinklars and other safaty/securlty snhancements to housing on the Carbondale campus. As of June 30,
2008, these bonds were outstanding in the amount of $30,881,280. ’

Series 2006A Bonds

These bonds were authorized by the Board under the Eleventh Supplemental Bond Resolution dated March 9, 2008, as amended-and
restated on May 2, 2006 and November 9. 2008, and were Issued as current interest bonds In the original amount of $68,715,000. Tha
bonds were sold on May 24, 2006 at a premium of $3,155,475 with interest rates ranging from 4.00 to 5.25 percent. The bonds were
issued for the purposs of refunding a portion of the Series 1887A, 2000A and 2001A current Interest bonds; financing the constructon of
a student residence hall with an adjoining parking lot for the Edwardsville campus; constructlon of an additional 350 space parking lot for
the Egwardsville campus; funding vanious safety/security enhancements and other replacements to, and renovations of, the facilitles of
the System on the Carbondale campus; and purchasing and implementing a student information system for the Carbondale campus. As
of June 30, 2009, these bonds were outstanding in the amount of $67,477,582.

Serles 2004A Bonds

These bonds were autharized by tha Board under the Tenth Supplemental Bond Resolution dated October 14, 2004 and were issued as
current Interest bonds in the original amount of $40,390.000. The bonds were sold at a premium of $1,348,890 on February 25, 2003
with Interest rates ranging from 3.00 to 5.00 percent. The bonds ware (ssued to finance the deslgn and construction of a new apartment-
style residence hall, Wall and Grand Apartments, and install automatic sprinkler systems In three axisting residence halls on the
Carbondale campus; and to flnance the costs to modify the HVAC systems and humidity contrals in three existing residence halls ang
remediate damage caused by excess humidity st two of such existing residence halls on the Edwardsvilie campus. As of June 30,
2009, thase bonds were outstanding in the amount of $38,044,678.

Series 2003A Bonds

These bonds were suthorized by the Board under the Ninth Supplemental Bond Resolution dated December 12, 2002 and were issued
as current interest bonds In the original amount of $17,020,000. The bonds were sold at par on February 25, 2003 with interest rates
ranging from 1.15 to 4.85 percent. The bonds wera issued to finance the design and construction of a new Student Health Center
puilding addition on tha Carbondale campus and to redeem the Series 1993A outstanding bonds. As of June 30, 2009, these bonds
were outstanding in the amount of $10,802,604.

Series 2001A Bonds

These bonds were authorized by the Board under the Eighth Supplemental Bond Resolution dated July 12, 2001, as amended on
December 11, 2003, and were Issued as current Interest bonds In the onginal amount of $27,730,000. The bonds were sold on January
9, 2002 at a premlum of $440,042 with interest rates ranging from 4.00 to 5.50 percent. The bonds were Issued to finance improvements
to the Unlversity Center on the Edwardsville campus; the design and construction of a new scftball complex an the Carbondala campus;
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a complate replacement of the turf at McAndrew Stadlum on the Carbondale campus; modifications of the heating, ventilation, alr
conditioning and humldity control systems in Prairle Hall, Biuff Hall and Woadland Hail on the Edwardsvilie campus; and 10 redeem the
Serles 1992A outstanding bonds. On Mareh 8, 2008, as amended and restated on May 2, 2008 and November 9, 20086, the Board
autharlzed the advance refunding of a portion of the bonds of the Senes 2001A. Bonds In the amount of $7,850,000 were advance
refunded. As of June 30, 2009, the remaining bonds were outstanding In the amount of $7,580,758.

(G) Series 2000A Bonds

These bonds were authorized by the Board under the Seventh Supplemental Bond Resolution dated May 11, 2000 and were issued as
current interest bonds in the original amount of $8,525,000. The bonds were Issued at a discount of $45,359 with Interest rates ranging
from 5.25 to 5.75 percent These bonds were Issued to finance energy conservation improvements at the East Campus housing area on
the Carboridale campus. On March 9, 2006, as amended and restated on May 2, 2006 and November 9, 2008, the Board authorized the
advance refunging of a portion of the bonds of the Series 2000A. Bonds in the amount of $4,240,000 were advance refunded As of
June 30, 2009, tha remaining bonds were outstanding in the amount of $307,237.

(R) Series 1999A Bonds

These bonds were authorized by the Board under the Sixth Supplemental Bond Resojution dated May 13, 1999 and were issued as
caphtal appreciation bonds [n the original amount of $21,001,900. The bonds were issued at a premium of $53,851 with Interest rates
ranging from 4.10 to 5.55 percent. The capital appreclaflon bonds will accrete the Interest factor as additional bonds payable over the
term of the bonds. These bonds were (ssued to finance the construction of a residence hall and renovations of the University Center
food service facllities. All profects finenced by the Serles 1898A bonds are asscclated with the Edwardsville campus. As of Jure 30.
2009, after accreting the capltal appreclation, these bonds were outstanding in the amount of $33,785,221,

() Serles 1997A Bonds

These bonds were authorized by the Board under the Fifth Supplemental Bond Resolution dated Juty 10, 1997 and were issued as
current interest bonds and capital appreciation bonds In the orlginal emounts of $8,575,000 and $29,521,284, respectively. The curent
interest bonds .were Issued at a nominal discount with interest rates ranging from 4.20 to 5.50 percent while the capital apprecistion
bonds were issued at par with interest rates ranging from 4.10 to 5.74 percent. The capital appreciation bonds will accrete the interest
factor as additional bonds payable over the term of the bonds. These bonds wers issued to finance the construction of Prairie Rall, a
residence hall, renovations of existing housing and food service facllities, and construction and improvement to the parking facilities. All
projects financed by the Series 1887A bonds are assodated with the Edwardsville campus. On March 8, 2008, as amended and
restated on May 2, 2006 and November 9,.2006, the Board authorized the advance refunding of a portion of the current interest bonds
of the-Serles 1897A. Bonds in the amount of $2,815,000 were advance refunded. As of June 30, 2009, after accreting the capital
appreciation, the remaining bonds were outstanding In the amount of $21,309,052.

(J) Serles 1993A Bonds

These bonds were authorlzed by the Board under the Third Supplemental Bond Resolution dated May 13, 1893 and were issued as
current interest bonds and capital appreciation bonds In the original amounts of $8,010,000 and $8,860,506, respectively. The current
interast bonds were issued at a nominal discount whilg the capital appreciation bonds were issued at par with Interest rates ranglng from
8.05 to 6,20 percent. The capital appreciation bonds and will accrete the Interest factor as additional bonds payable over the term of the
bonds. These bonds were issued to finance the acquisifion of the Narthwest Annex, an existing fadility, and the construction of the Chilg
Care Ceanter at the Carbondale campus and the construction of Woodland Hall at the Edwardsville campus. On December 12, 2002, the
Board authorized the current refunding of the current interest bond portion of the Serles 1883A Bonds. The bonds were called and
redeemed in fuli on April 1, 2003. As of June 30, 2009, after accreting the capital appreciation, the remaining capltal agpreciation bonds
were outstanding in the amount of $22,732,311.

These bonds, which ars payable through 2038, do not constitute a debt of the State of Iffinois or the Individual members, officers or agents of
the Board of Trustees of the University but, together with Interest therson, are payable from and secured by a pledge of and lien on (I) the net
revenues of the Systern, (il) pledged tultion in an amount not to exceed maximum annual debt service (subject to prior payment of operating
and maintenance expenses of the System), (ill) the Bond and Interest Sinking Fund actount, and (iv) the Repair and Replacement Reserve
account. Unrefunded bonds lssued in 2001 and prior are additonally secured by the Debt Sérvice Reserve. Total principal and interest
remaining on the-dett Is $464,803,821 with annual requirements ranging from $2,604,000 to $25,267,244. For the current year, principal and
interest pald was $19,608,809, and the tatal revenues pledged were $53,927,696. Total revenue pledged reprasents 100 percent of the net
revenues of the System and 17 percant of net tuitlon revenue received during fiscal year 2008. Although net tultion is pledged, It Is not
expected to be needed to meet debt servics requirements, '

The bond resolution requires that debt service coverage on a cash basls be at least 120 percent of the maximum annual debt service. Far the
year ended Juns 30, 2008, the maximum annual debt service was $25,267,244 and the coverage was 213 percent. The bond resolution also
requires the Treasurer to transfer annually to Renewals and Replacements from tha funds remaining In unrestricted nat assets the sum of 10
percent of the maximum annual net debt service requirement or such portion thereof as Is avallable for ransfer. The net assets of Renewals
and Replacements were $16.596,881 at June 30, 2008.
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All of the refunded bonds are considered to be defeased and, accordingly, have been accounted for as if they were retired. As of June 30,
2009, §12,090,000 of the bonds refunded in 2006 was outstanding. The market value of the related escrow fund was $12,302,462.

Revenue bond debt gervice requirements to maturity are as follows:

Year Ending June 30, ] Principal Interest

2010 12,425,000 9,789,184

2011 156,295,000 9,795,869

2012 15,635,000 9,468,244

2013 18,160,000 9,107,244

2014 18,050,000 8,728,031

2015 - 2019 81,875,000 37,482,385

2020 - 2024 74,185,000 25,818,328

2025 — 2029 74,240,000 14,610,825

2030 - 2034 22,225,000 4,786,960

2035 — 2036 6,755,000 461,750

Totai Payments $ 334,655,000 $ 128,948,821
Less Unaccreted Appreciation (51,888,094)

Total Payable 282,765,906

Unamortized debt premium 5,692,271

Unamortized deferred loss on refunding (887,801)

Total Bonds Payable $ 287,570,376

Related Party Transactions

Expenditures to maintain the University Housing Office and Auxtilary Fiscal Reports Office are allacated by the Universlty to the various
related operations, Including those of the System, on the basis of gross revenues generated by each.

In addition, six of the bulidings on Greek Row, a portion of the Northwest Annex (29,100 net sq. ft.) and one roam of the Lentz Hall dining
faclities at Thompson Point are leased by the University from the System an a year-to-year basis and are used for a varlety of academic,
administrative, and student service purposes. The lease rentais ($228,800 in 2009) are Inclusive of the debt service requirements, Insurance,
administrative overhead and grounds maintenance costs. In addition, the University pays all operating and building maintenance costs for the
leased propertles. '

Expenditures capitalized in 2008 include $1,305,964 pald for by other University funds.

Retirement and Post-Employment Benefits

Substantially all employees of the System participate in the State Universities Retirement Systam of lllinols (SURS), a cost-sharing multiple
employer defined benefit pension plan with a special funding sltuation whereby the State of Winois rakes substantially ali actuarially
determined required contributions on behalf of the participating employers. SURS was established July 21, 1841 to provide retirement
annuities and other benefits for staff members and employees of state universities, certain affiliated organizations, and certaln other state
educational and sclentific agencies and for survivors, dependents, and other beneficlarles of such employees. SURS Is considered a
component unit of the State of Nlinois* financial reporting entity and Is Included in the state's financial reports s a pension trust fund. SURS is
governed py Section 5/15, Chapter 40, of the ilfino/s Complled Stafutss. SURS Issues a publicly availatie financlal report that includes
financlal statements and required supplsmentary information. That raport may be obtained by accessing the website at www,SURS arq or
calling 1-800-275-7877.

Plan members are required to contributa 8% of thelr annual covered salary, ang substantiafly all employer contnbutions are made by ths
State of lllinois on behalf of the Individual employers at an actuarlally determined rate. The current rate is 18.61% of annual covered payroll.
The contribution reguirements of plan members and employers are established and may be amended by the lllinois General Assembly. The
employer contribution of SURS for the years ended June 30, 2009, 2008 ang 2007 were $47,528 841, $36,446,327 and $27 308,064,
respectively, equal to the required contributions for the year.

In addition to providing pension tienefits, the State providas certain health, dental and kife Insurance benefits to annuitants who are former
Stats employees. This Includes annuitants of the System. Substantially all State employees, Including the System's employees, may become
eligible for post-employment benefits if they eventually become annuitants, Health and dental benefits Include basic benefits for annuitants

under the State's self insurance plan and insurance contracts currently in force. Life Insurance benefits for annuitants under age 60 are equal
to their annual salary 2t the time of refirement; for annultents age 60 and older, life insurance benefits are limited to five thousand dollars per
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annultant. Cumrently, the State does not segregate payments made to annuitants from those made to current employess for health, dental
and life Insurance benefits. The cost of health, dental and life insurance benefits Is recognized by the State on a pay-as-you-go basis. These
costs are funded by the State except for certain non-appropriated funds funded by the University.

Insurance

The Universlty has established a Self Insurance Program (the "Program”) to cover lts genaral liabllity, its hospital and medical professional
llabllity, and certaln other llabllity exposures. Funds for the Program have been reserved In amounts to cover the maor portion of the
estimated llability as determined by the Program's actuary. The University has also purchased excess insurance coverages with commercial
carrlers to cap the risk of loss retained by tha Program. The System's bulldings, cortents and boilers are Insured elther through self insurance
or with commercial Ingurance companies.

An Insurance package policy purchased under the ausplces of the Ilinois Public Higher Education Cooperative (IPHEC), through the
Midwestem Higher Education Cemmission (MHEC) grogram, provides all risk coverage on bulldings and contents. The following Insurance
coverages are in force at the Unlversity (Including the System's facifities) through June 30, 2010:
Approximate
Amount

$100,000,000
per occurrence

Lexington [nsurance Company, Policy No. 19846106: Primary policy providing $100,000,000 all risk coverage
on scheduled bulldings and other property totaling $2,634,293,164. Bonded bulldings generally have a per
occurrence deductible of §250,000. There Is a $500,000 per occurrence deductible for many of the non-
bonded academic buildings. The University has establlshed a self insurance reserve in amounts to cover the
portien of estimated liability between $25,000 and the par accurrence deductibles noted above. Coverage 1s
the first layer of a structured program providing coverage up to $1,000,000,000 per occurrence.

Boller & Machinery coverage Included in the Lexington palicy [Isted above carrles the same deductibles as $100,000,000
noted above. per occurrence
Flood coverage included in the Lexington policy llsted above Is limited to $100,000,000 and carres the same $100,000,000

per occurrence deductible noted above unless the flood involves property locateg In a FEMA-defined 100-
year flood zone which there is then a limit of $50,000,000 and a deductible of 2% of the total Insured value
subject to a minimum of $1,000,000 per cccurrence.

Earthquake coverage Included In the Lexington policy listed above is limited to $100,000,000 and carrles a
per occurrence deductible of 1% of total insured value subject to a minimum of $50,000 per occurrence.

Lexington Insurance Company, Policy No. 19848118: furnishes the secondary {ayer of $400,000,000 excess
of the Lexington's $100,000,000 layer.

Alllarz Global, Policy No. CLP3010607; Lloyds of London, Policy No. DP703009; One Beacon, Poticy No.
YSP2330; and RSUI Indemnity, Policy No. NHD363462: furnishes the third layer of coverage, which is
$500,000,000 excess of the secandary |ayer of $400,000,000.

Lloyds of London, Policy No. DP703109: fumishes earthquake coverage In excess of coverage included in
the policies listed above, with limits of $50,000,000 that Is shared with the University of Ilinols and the
University of Missouri.

per occurmence

$100,000,000
per pccurrence

$400,000,000
per occurrence

$500,000,000
per occurmence

$50,000,000
per oocurrence

Self Insurance: The Universlty, pursuant to the provisions of lllinois Public Act 84-0010, has established a Self insurance Program
(the “Program”) for #s traditional liabllity insurance coverages. Funds have been reserved in amounts to cover the mejor portion of
the estimated liabllity as detsrmined by the Program's acluary. The University has also purchased excess liabllity Insurance poficies

to cover certain of its general liability exposures not elsewhere covered.

Contingencies

From time to time, the University Is a defendant In lawsults which relate to the System. In the opinion of the University's legal counsel and its
administrative officers, any uftimate liability which could result from such lltigation would not have a material effect on the System's financial
position.

Subsequent evant
On August 17, 2008, an eight-unit apartment building at Cougar Village at Edwardsville was destroyed by fire. The cause of the fire was a
lightning strike. The estimated cost of replacement is $1.8 mitlion and will be funded through Insurance proceeds, SIU self-insurance, and

Repalr and Replacement Reserve funds. On September 10, 2009, the SIU Board of Trustees approved that the project and its proposed
funding source be submitted to the llliinois Board of Higher Education for its review and approval as a non-instructional capltal improvement.
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Juns 39, 2009
REVENUE BONDS
SERIES 1893A N
Principa! Accreted Value Interast Principal
TOTAL Ampum ot Maturtty Rata Amount
Interest Baaring Bonda:
Serie! Bonds maturing as follows:
2010 8,580,000 -— - —_ -— -—_
2071 8,245,000 -—_ -— -— - —_—
2012 8,705,000 -—_ - — -— o —
2013 8,525,000 . - - —_ -—— - —
2014 8,160,000 - —_ “— — -
2015 8,565,000 -— -—_ -—— - —
2016 €,060,00D - —_— - — -— . -
2017 8,670,000 - — - —_ - — S —
2018 8,080,000 -— o - — R
2013 9.540.000 - -— - —_ -— - —_
2020 10,000,000 - — - — o
2021 9,956,000 - — -— -— - —_
2022 8,035,000 -— - — -— -—
2023 7,090,000 - —_ -— —— .
2024 6,260,000 - —_ .- -— .
2025 §,520,000 .- —_ - — -— - —_
2028 1,815,000 ~—_ . — -— . —
2007 1,890,000 - —_ - — -— f—
2028 1,970,000 -— - —_ -— . _—
Term Bonds maturing &2 (ollows:
2010 -—_ - —_ . —_ -— -
2011 « — . — [— . —_— Pp—
2012 -— -— - - -— - —
2013 R - — J— S —
2014 - —_ - - — -—— -
2045 - — .- - —_ -— - —
2018 -— .- - - — -—
2017 - — -— - — -— -—
2018 -— -— - —_ c— .
2019 .-— - — - — — -
2020 - —_ -— - —_ o— . —
2021 -— . —_ -—_ - — - —_—
2022 - — . — - — -
2023 1,318,000 -— . — — -—
2024 1,620,000 - — -— “—_— -
2026 1,810,000 - —_ . —_ -— - —_
2028 8,575,000 -— - — -— e
2027 7,280,000 -— - — —— - —
2028 7,815,000 - —_ - §—_ g
2029 7,956,000 s —_ .- -— -—
2030 7,055,000 - - - —— -
2081 9,520,000 - — -— — -
2032 3,695,000 . — s —_ -—— -—
2033 3,860,000 -— . — - — - —_
2034 4,075,000 - —_ - —_ -—_— - —
2038 4,275,000 - — - —_ - —_— -
2038 2,460,000 e - —_ . —_— - —
Total Intarest Basrdng Bands 204,955,000 - — -
Capital Appreciztion Borids
maturing as follows:
2010 33§1,199 - — -—_ A 2,354,817
2011 6,285,433 3,095.107 3A35,000 6.050% 2,843,637
M2 5827.904 2911653 3430.000 6.050% 2,673,380
2013 5,155,112 3,233.269 4,050,000 6.100%  2.551,545
2014 6,008,206 3,044,844 4.050.000 6.100% 2870954
2015 £,598,933 2,855,170 4,050,000 8.150% 2,304,885
2018 5,104,134 2,691,071 4,050,000 §.180% 2,082,655
2017 4,798,346 2573,368 4,050,000 8200% 1,732,670
2018 4,853,454 2473988 4,050,000 6200% 1,639,609
2018 3,330,859 - — - —_ -—_— - —
2020 3221,678 -— - — R . —
20z1 3,137,606 -— - - — - —_
2022 2.992 692 -— -— -— )
2023 2,830,116 - — - — -—— - —
2024 2,676,968 - - - — .—_
2026 2,533,536 - -— -— -—
2026 2,304,780 - -— r— - —_
2027 2,304,833 - -— -— -—
2028 2,182,055 - — -— -— ~—
2029 2,085.741 s — - — -—
Tota) Caphal Appreciation Bonds 77,770.5%3%5 22,752,911 21309052
Total § 282,765,908 3 22732311 $ 21,303,052
> Approx!marte yield 1o malurly.
This schedule of bonds payabk ing does Aot refiect unamartized debt premium o unamartlzed defemed loss on refunding.

BOUTHERN ILLINOIS LINIVERSITY
HOUSING AND AUXILIARY FACIUTIES SYSTEM
SCHEOULE OF BONDS PAYABLE OUTSTANDING
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REVENUE BONDS REVENUE BONDS REVENUE BONDS

SERIES (§97A SERIES {899A SERIES 2000A

Accretad Valne Interest Principal Aacreted Valuo Interast Pdacipal {ntereat
ut M rity - Rath Armount nt Maturtty Rate Amourt " Ryt

o m—— 310,

g

5.500%

- — [Rp— - —_ - — . — - —_ -—
- — -_— - — [— .— - —_ -——
- -— [p— - —_ - —_ - — - —_ [y
» JR— R— Pa— _—— [R— JR—
- — [Rp— - —_— J— - — PR JR—
= eaan [Rp— - —_ Ppp— -—_— P JR—
- — [Rp— - Pp— - — - —_ JR—
. — . J— Pa— “— - —_ [—
v a-— -—— - - — [Rp— [P -——
o - [y— - —_ PRp— - — - —_ JR—
A -—— - a— p— .— - —_ JR—
- a— [Rp— - —_ PR -—_— — JR—
» e Py— -— [— o — - — - —
- — - ama J— PR J—— - -—  —

310.000

3,075,000 5.400% 366,382 870,000 5,050% - -
3,125,000 0470% 858,608 390.000 5150% * - —_ -—
3,105,000 5620% 342,831 384,000 6200% v -
3,135,000 5510% 370,288 450.000 5.250% ** -
3,345,000 £.820% 390.607 505,000 5.300% * -
2.176.000 5850% an.grs 505,000 £330% ** -
2,870,000 5700% 380,508 646,000 5.380% ** -
2,680,000 8.720% 637,607 815000 5.430% -
2,650,000 6740% 939,857 1,510,000 5.480% -

-— -— 8339958 6,570,000 5.490% * -

—_ 2,304,934 §,100.000 5.550% -
-— 2,162,055 6,100,000 5.850% “
“— 2,085,741 §,100.000 5550%
R.729.543
$ 23,728,543 $ 310,000

-— - — 3221678 5,780,000 6.600% = c—_—
- — -— 3,137,506 6,950,000 5.610% ~ - . —
. — — 2,982,632 6,000,000 5.820% - -—
- — -— 2,830,118 6,000,000 6.630% . —
. — -— 2,675,888 800.000 5.540% ** - -—
. —_ »— 2,632,636 £,000,000 5540% = - .—
- -— -— 2,354,780 5,000,000 5.550% - -—_



BOUTHERR (LLINOIS UNIVERSITY

HOUSING AND AUXILIARY FACIUTIES SYSTEN
SCHEDULE OF BONDS PAYABLE OUTSTANDING

Juna 30, 2003
REVERUE BONDS REVENUE BONDS REVEMNUE BONDS
SERIES 2601A SERIES 2003A BERIES 2004A
printcipal Imtarest Principal Interast Princtpal {rterest
Amount - Rate Ampumt Rate Amaunt Rats
(aterest Bearing Bopds:
Saris! Bonda msturing a3 followsa:
2010 1,390,000 5.000% 3,445,000 3.260% 885,000 3.000%
2044 1/455,000 5.000% 255,000 3.500% 920,000 3.000%
2012 1,465,000 5,250% 265.000 3.700% 950,000 3.500%
2013 4,000,000 £.250% 275.000 38B50% 980,000 4.000%
2014 1,050,000 5.250% 285,000 4.000% 1,020,000 5.000%
25 -—_ . — 265.000 4.100% 1,075,000 5.000%
016 .- - — 310,000 4.200% 1,120,000 5.000%
017 1,220,000 5.000% 820,000 4.250% 1,180,000 5.000%
2018 - - -— 335,000 4.350% 1240,000 5.000%
2019 -— - —— 350,000 4.450% 1,305,000 4.000%
2020 - — -— 365.000 4.500% 1,355,000 4.125%
2021 -— . 385,000 4,600% 1,415,000 £.000%
2022 - — -— 400,000 4.700% 1,480,000 5.000%
2023 -— < e 420,000 4.70% 1,560,000 6.000%
2024 - —_ -— - —_ » — 1,630,000 5.000%
2026 s —_— - — . —_— ~— 1,716,000 5.000%
2028 - — -— -— . — -—_ -—
wy -— o - b -— - -—
2028 - — -— -— R .- n e
Term Bonds mawring Bs follows:
010 -—_ -— - — - - ——
2041 -— « — - -— -— - —_—
2072 - — -— -— - — -— .
203 - — an— - —_ — - — —
2074 - -— - — .- c—
2015 - — — .- -— - —_ —
2016 -— -— - - -— - _—
2017 .- —_ -— - -— - — —
2018 -— -— g -— -— -—
2019 - —— - —_ -— -— -—
2020 ~—_ - — -— - — i -—
-3 . — -— - — -— - — -—
2022 .- - .= — - —
2022 s — -—— -— -— -—- -—
2024 — -— 440,000 4,800% - — —
2025 .- -— 460,000 4.800% . —_ - —
2026 - —_ - — 480,000 4.800% 1,805,000 4.800%
2027 -— -— £05,000 4.850% 1,885,000 4.800%
2028 - —_ -—— 530,000 4.850% 1.980.000 4.800%
2028 - —_ -—— 555,000 4.850% 2,075,000 5.000%
2030 -— -— - - -— 1,600.000 5.000%
2031 - -— -— -— 1,575,000 5.000%
2032 -— - — -— A— 1,665,000 £.000%
2033 - - —— . —_ oo 1,735,000 5.000%
0¥ -— - — - — -—_— 1,625,000 6.000%
2035 -—_ -— - —_ - — 1,816,000 5.000%
2036 ld - — il -— - -—
Tota\ (ntarest Baaring Bonda 7.560.000 10,675,000 37,800,000
Capltal Appraclatian Bands
marturing as Follows:
2ma . —_— -— -—_— -— -—_ - —_—
2014 - — -— . -— - — . — -—
2012 - - — g -—— s —_ -—
2013 -— —— -— -— -— -—
2014 . —_ o ma .- -— -— -—
2016 - — -— -— -— . —_ - —_—
2016 -— -— - — -— -— -—
2017 . -— -— -—_ - m— - — * o—
2018 -— - — - — -— ~— -—
2019 - - -— Qe « anan « —_ —
2020 s - o . a—_— [ -——
m“ - — - — - — - —— " — - —
022 -— -— - - -—— n— -—
23 - — - - == -
2024 - — c-— - — -— .- -—
2025 -—_ N -— -— -—_ -—
2026 - - — - o— -— - —
2027 -— . — -— -— -— -—
2028 - - -— - m— -— -
2025 - — -— L— -— = —
Total Capital Appreelation Bondz - — R R
Toeal $ 7,580,000 $ 10.576.000 $ 37,800,000
——— — ———
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REVENUE BONDS

REVENUE BONDS

 SERIES 2005A

Principal Interast
Amount Rata
2,430,000 4.000%
2,850,000 5.000%
2,995,000 6.000%
3,140.000 5.000%
2,650,000 5.000%
3,780,000 5.000%
3,975,000 5.000%
2,100,000 . 52505
3,445,000 6.2B0%
3,640,000 5250%
9,835,000 6260%
3,485,000 £250%
4,285,000 5.000%

SERREEEERRERRRER

|

5.000%
5.000%
5.000%
5.000%
5.000%
£.000%
5.000%
5.000%
§,000%
6.000%
5.000%
“6.000%
5.000%
£.000%

wl |
_guu..-|-..->'-........

SERIES 2068A
Prineipal Interest
Amount Rete

510,000 3.000%

646,000 ,000%

975,000 3.260%
1,040,000 E.000%
1,110,000 5.000%
1220000 S5.000%
1,380,000 B.000%
1,640,000 5,000%
4,685,000 5.000%
1,785,000 5.2650%
1,500,000 5250%
2,055,000 4,000%
2175,000 5.500%
2.28%,000 5500%
1.650,000 4250%
1,770,000 4.500%
1,815,000 4.500%
1,890,000 4.500%
1,870,000 4.500%

AIREEER R R RERRERRERRRRRERER

shheritrrrrrrtertrna
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REVENUE BORDS
SERIES 20094

Principal
Amount .

Interest
Rats

2,020,000
2,055,000
2,080,000
2,135,000
2,165,000
2245.000
2,310,000
2.385.000
2,480,000
2,545,000
2,635,000
2,726,000
2,625,000
2.930,000
8,045,000

’

38,165,000
3,290,000
3,425,000

RERRRRARE

$ 53.735.000

2,500%
2.900%
3260%
3.850%
4.126%
4.550%
4.500%
6.000%
6.300%
5250'%

5.600%
57160%
5.300%
6.000%

» —
- —
o a——

6200%
6.200%
6200%
£200%
6200%

- ——

= ma——

- —
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Crowe Horwath.

Crowe Horwath LLP
Mzmber Horwalh International

Report on Internal Control Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Honorable William G. Holland

Auditor General, State of Tllinois
and Board of Trustees

Southern Illinois University

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of Southern Illinois University Housing and Auxiliary Pacilities System (the “System”) as of and
for the year ended June 30, 2009, and have issued our report thereon dated February 19, 2010.
We conducted our audit in accordance with auditing standards generally accepted in the
Unjted States of America and the standards applicable to financial audits contained in’
Government Auditing Standayds, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered System's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effeciveness of System’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of System’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material werkness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, arid grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards. '

This report is intended solely for the information and use of the Auditor General, the General

Assembly, the Legislative Audit Comimission, the Governor, the Board of Trustees, the System
management, and bondholders and is not intended to be and should not be used by anyone

other than these specified parties.

Crowe Horwath LLP

Oak Brook, Illinois
February 19, 2010
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September 30, 2009

TO THE BONDHOLDERS AND TO THE BOARD OF TRUSTEES
OF SOUTHERN ILLINOJIS UNIVERSITY

| am pleased to submit the annual Treasurer's Report to the Bondholders for the
Southern lllinois Unlversity Medical Facilities System for the fiscal year ended
June 30, 2008.

A calculation of debt service coverage is included. The system exceeds the
coverage required by the bond resolution.

We invite your inguiries on any matter relating to the bonds or to the report.

Respectfully submitted,

————

9” (JMC‘)[\_ Wc.\

Duane Stucky
Board Treasurer
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TREASURER’S COMMENTS

SOUTHERN ILLINOIS UNIVERSITY MEDICAL FACILITIES SYSTEM

SOUTHERN ILLINOIS UNIVERSITY REVENUE BOND OPERATIONS

EACILITIES

The facllities included in the Southern llinois University Medical Facilities System (the “System”) were
acqulred in three phases. The first phase ceincided with the creation of the system in connection with issuance
of the Series 1997 bonds, In the amount of $16,855,000, pursuant to a resolution of the Board of Trustees (the
“Board”) adopted on October 10, 18986, '

The primary purpose of Issulng the Serfes 1997 Bonds was to purchase the Richard H. Moy, M.D.
Bullding, formerly known as the SIU Clinics Building, located at 751 N. Rutledge, Springfleld, lllinois. The
building Is a four-story, clinical teaching facllity containing 108,904 gross square feet. It Is connected by
skyways to Memorial Medical Center, an independently owned, tertlary hospital and to the University-owned
Medica! Instructional Facillty. Further, It Is connected to a four-story parking garage and a physician office
building owned by the Memorial Healith Systems.

The Richard H. Moy, M.D. Building was completed and occupied by the University in May 1993. The
bullding now houses outpatlent clinics for the departments of Internal Medicine and Surgery. In addition, the
buliding houses offices and outpatient clinics for the Memory and Aging Center, Dermatology, and the
department of Neurology. Space is also Included In the buifding for a medical records unit. The design of the
Richard H. Moy, M.D. Building includes an allowance in the foundation and other component service areas for
the addition of three more stories to the bullding. Each story would approximate an additional 22,000 square
feet. No current plans exist for such expansion. Addltlonal recent Improvements include renovations to the
lower level for Fertifity and In Vitre Fertliization Clinlcs.

*The second phase expanded the System to include the construction and equipping of a 60,000 square
foot multi-story bullding that will Include space for clinical care and cancer treatment, patlent supportive care,
education and suppert services, research, program outreach and coordinatlon. The funds for construction of
the buliding were provided from $14,500,000 of state appropriations, $1,000,000 from a state grant and
revenue bonds proceeds and related interest earnings totaling $7,000,000. The bond proceeds were obtainad
through the Issuance of the Southern lilinois University Medical Facllities System Revenue Bonds, Serles 2005
totaling $21,290,000, which were used to advance refund the existing Medical Facliitles System Revenue
Bonds, Serles 1997 as described In the next section and completa construction of the bullding.

The third phase exparided the system to include the purchase and renovatlon of property located at 401
N. Walnut in Springfield. This space is being used by clinic billing unit staff,

On June 30, 2009, the School of Medicine Medical Facilltles System owned or occupied sighteen
locations where clinics and/or clinical faculty and/or clinical administration were housed. Owned by the
University are the Richard H. Moy, M.D. Building purchased with the Serles 1987 Bonds as well as the Auburn
Cliinic [n Auburn, lllinois. The Auburn Clinic was sold contract for deed in December, 2002 and is not occupied
by the School of Medicine. In June 2008, the building and land at 401 N. Walnut in Springfield was purchased.
This facility is used for administrative office space. Fourteen of the remaining locations are leased by the
Unlversity and the Cancer Institute was completed In 2009 but not yet occupied at Juns 30, 2008.

Twelve of the facilities are in the city limits of Springfield and six are located elsewhere in lllinois, The
leass costs for these clinlcal facllities are supported by revenues generated by the clinical practice of medicine.

ADVANCED REFUNDING

During fiscal year 2005, the debt related to the acquisition of the original system faclifty was advance
refunded without extending the final maturity date. The refunding was undertaken by the Board of Trustees
(“the Board”) for the purpose of affecting a cost savings.

The proceeds of the bonds issued in the refunding were used to purchase U.S. Government securities in
amounts which, together with the eamings thereon, were sufficient to pay, on their redemption date of
April 1, 2007, the interest, and principal of the refunded bonds.



TREASURER’S COMMENTS - Continued

ENROLLMENTS AT SOUTHERN ILLINOIS UNIVERSITY

The University reported the following enroliment for the School of Medicine:

Head Count
Fall semaster 2009 294
Fall semester 2008 292

All students are enrclled full time. The first year Is spent In Carbondale with a core currlculumn of basic
sclence courses. The remaining three years are spent at the Springfield campus.

DEBT SERVICE COVERAGE

The bond resolution requires that debt service coverage (net revenues plus pledged tuition) be at least
200% (2.00 times) of annual debt servica and that net revenues shall be at least 100% (1.00 times) of the annual
debt service requirement in each fiscal year. The debt service coverage Is calculated at the snd of the year using
cash basis data obtained from the Statemant of Cash Flows. Debt service coverage for the System, as defined by
the bond resolution and based on actual pledged tuition, has been calculated as follows:

Year Ended June 30

2009 2008
Receipts:

Revenue Account:

Operations $ 38,847,003 §$ 35,773,444

Investment Income 42,122 53,828

Retirement of Indebtedness - Investment Income 7,487 23,391

38,896,612 35,850,661

Disbursements:

Operation & Maintenance Account 38,933,374 34,084,388
Net Revenues 1,963,238 1,786,273
Pius: Pledged Tultion 122,204,098 124,686,327
Total Avallable for Debt Service $3124 167336 $126.472 BOD
Annyal Debt Service $ 1643513 § 1618213
Maximum Annual Debt Service § 1985750 § 1085750
Coverage Ratio Based on Net Revenues 1.19 1.10
Coverage Ratic Based on Annual Debt Service 75.55 78.16
Coverage Ratio Based on Maximum Annual Debt Service 62.53 63.69

RETIREMENT OF INDEBTEDNESS

The net assets are restricted for the following purposes:

June 30
2009 © 2008
Bond and Interest Sinking Fund Account $482,855 $ 467,362

RENEWALS AND REPLACEMENTS

The bond resolution requires the Treasurer to credit funds remaining in the Revenue Fund into 8
separate and special account designated the Medical Facilities System Repair and Replacement Reserve Account
on or before the close of each Fiscal Year the sum of, not less than 10% of the Maximum Annual Debt Service, or

.such portlon thereof as is available for transfer and deposit annually for a repair and replacement reserve. The

maximum amount which may bae credited in such account shail not exceed 5% of the replacement cost of the
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facilities constltuting the System, as determined by the then current Engineering News Record Bullding Cost Index
(or comparable index) plus 20% of the book value of the movable equipment within the System. All moneys and
investments so credited to said Account will be used and held for use to pay the cost of unusual or extracrdinary
maintenance or repairs, renewals, renovations, and replacements, and renavating or replacemant of the fumniture
and equipment not paid as part of the ordinary maintenance and operation of the System.

In the event the moneys in the Bond and Interest Sinking Fund Account are reduced at any time below
the amounts required to be on deposlt therein, then the funds so credited to the Repalr and Replacement Raserve
Account may, at the discretion of the Board, be transferrad for deposlt in the Bond and Interest Sinking Fund
Account to the extent required to eliminate the deficiency in such Account and to restore such sums as may be
necessary for that purpose, and all moneys 'so transferred will thereafter be replaced by a resumption of the
specifled credits into the Repair and Replacament Reserve Account.

Monays ar investments to the cradit of such Account are not pledged as security for tha payment of the
Bonds, but may be used to pay for the payment of Bonds when all Bonds are <o paid or provided for. -

Addltions (deductions) during the year Included transfers from unrestricted net assets of $198,575
($198,575 in 2008), gains earned-on invesiments of $17,704 In 2009 (and gains of $44,696 in 2008) and other
nonoperating revenue of $541 ($18,000 in 2008).

Expanditures charged to the reserva amounted to $579,284 ($556,981 In 2008). The restricted net
assets of Renewals and Replacements consisted of the following:

June 30

2009 2008
Cash $ 667,560 $ 918,668
Accounts Recelvable 1,002 2,887
Accrued Interest Receivable 9,718 3,488
Notes Recsivable 164,755 164,755
Accounts Payable (158,528) (48,515)
Deferred Revenue (164,391} (158,701)

$ 520.116 & 882,580

SCHEDULE OF BONDS PAYABLE OUTSTANDING

A Schedule of Bonds Payable Outstanding is shown as supplementary information and lists the amount
of Medical Facilities System Revenue Bonds, Serias 2005 issued and outstanding as of June 30, 2009.

RESTRICTED NET ASSETS - EXPENDABLE

Restricted net assets as of June 30, 2009 and 2008 are comprised of the following:

June 30
2009 2008
Retirement of indebtedness $ 462,855 $ 487,362
Renewsls and replacements 520,116 882,580

Unexpendsd 89,351 546,019
$1.072.322 $1,895.061

The Indspendent Auditors’ Report and the System’s financial statements appear on the followlng pages.




Crowe Horwath.

Crowe Horwath LLP
Member Horwalh international

INDEPENDENT AUDITORS REPORT

Honorable William G. Holland

Auditor General, State of [Ilinois
and Board of Trustees

Southern Hlinois University

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
financial statements, as listed in the table of contents, of Southern Illinois University Medical
Facilities System (“the System”) as of and for the year ended June 30, 2009. These financial
statements are the responsibility of the System’s management. Our responsibility is to express
an opinion on these financial statements based on our audit. The prior year summarized
comparative information has been derived from the System’s 2008 financial statements and, in a
report dated February 5, 2009 ‘we expressed an unqualified opinion on those financial
statements.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the Unjted States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in note 1A, the financial statements of the System are intended to present the
financial position, the changes in finandal position, and cash flows of only that portion of the
activities of Southern Illinois University that is attributable to the transactions of the System.
They do not purport to, and do not, present fairly the financial position of Southern Illinois
University as of June 30, 2009, and the changes in financial position and its cash flows for the
year then ended in conformity with accounting principles generally accepted in the United
States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the System as of June 30, 2009, and the changes in financial position and
its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated
February 19, 2010 on our consideration of the System’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements of
the System. The accompanying Schedule of Bonds Payable Outstanding is presented for
purposes of additional analysis and is not a required part of the financial statements. Such
information has been subjected to the auditing procedures applied i the audit of the financial
statements, and in our opinion, is stated fairly, in all material respects, in relation to the
financial statements taken as a whole.

In connection with our audit, nothing came to ocur attention that caused us to believe that the
System was not in compliance with any of the fund accounting covenants of the Resolutions of
the Board of Trustees of Southern Illinois University, which provided for the {ssuance of the
Southern Illinois University Medical Facilities System Revenue Bonds Series 2005, adopted
October 13, 2005 insofar as they related to accounting matters. However, our audit was not
directed primarily toward obtaining knowledge of such noncompliance.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, the Board of Trustees, System
management, and the bondholders and is not intended to be and should not be used by anyone
other than these specified parties.

Cinvellrus 57K

Crowe Horwath LLP

Oak Brook, [linois
February 19, 2010



SOUTHERN ILLINOIS UNIVERSITY

MEDICAL FACILITIES SYSTEM
STATEMENT OF NET ASSETS
June 30, 2009

(with comparative totals for 2008)

ASSETS

CURRENT ASSETS:
Cash and cash equlvalents (Note 2)
Short term investments (Note 2)
Accounts receivable
Accrued Intarest recefvable
Notes recelvable (Note 4)
Inventories
Prepaid expenses and other essets

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Notes recelvable (Note 4)
Prepaid expenses and other assets
Capital assets, net (Note 5)
Land
Bulldings
Equipment
Construction in progress
TOTAL NONCURRENT ASSETS

TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES:
Accounts payable
Accrued imerest payable
Accrued payroll
Accrued compensated absences (Note 8)
Defarred revenue (Note B)
Liabilities under capltal leases (Note 6)
Revenue bonds payable (Notes 6 and 7)

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES:
Accrued compensatad absences (Note 8)
Deferred revenue (Note 6)
Liabilitiss under capital leases (Note 6)
Revenue bonds payable (Notes 6 and 7)

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, nat of retated debt
Restricted for;
Expendable
Capital projects and debt service
Unrestricted

TOTAL NET ASSETS

The accompanying notes are an integral part of this statement.

2009

$ 4,174,091
412,820
3,850,586
13,785

20,689

16,213

8,497,184

135,067
255,352

2,504,757
32,036,683
719,109

35,740,968

44,238,152

536,608
225,872
204,296
180,609
29,689
8,704
771,057

2,046,835

2,160,402
134,703

17,738,187
. 20,033,292

22,080,127

16,832,800

1,072,322
4,253,103

$ 22,158,025

2008

$ 7,188,524
406,872
3,204,394
8,132

17,459

18,213
10,931,594

147,296
271,585

2,584,757
12,501,138
620,898
19,486,775

35,602,429

46,534,023

2,662,723
232,128
225,860
196,231

11,405
20,385
724,291

4,073,023

2,063,455
147,296
8,705
18,509,245

20,728,701

_ 24801724

16,264,389

1,895,961
3,571,948

$ 21,732,299



SOUTHERN ILLINOIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
For the Year Ended June 30, 2009
{with comparative totals for 2008)

2009 2008
REVENUES
OPERATING REVENUES
Medical Facilities System $ 39,403,287 $ 36,796,147
TOTAL OPERATING REVENUES 39,403,287 36,796,147
EXPENSES
OPERATING EXPENSES .
Salaries and wages 32,511,424 30,336,984
Contractual services 13,021,131 11,428,664
Other 2,583,897 2,894,956
Depreciation (Note §) 658,046 645,007
TOTAL OPERATING EXPENSES 48,774,408 45,305,611
OPERATING LOSS ' (8,371,211) (8,508,464)
NONOPERATING REVENUES (EXPENSES)
Investment income (Note 3) B7,184 369,812
Interest on capltal asset-related debt (829,178) (951,657)
Payments on behalf of the system (Notes 11 and 9) 10,266,663 9,196,482
Other nonoperating revenus 541 18,000
NET NONOPERATING REVENUES 9,425,210 8,632,737
INCOME (LOSS) BEFORE OTHER REVENUES, EXPENSES, GAINS OR LOSSES 53,999 123,273
OTHER REVENUES, EXPENSES, GAINS OR LOSSES
Capltal assets retired (Note 5) (26,797) (34,968)
Additions to plant facilities from other sources (Note 8) 308,524 5,906,316
TOTAL OTHER REVENUES, EXPENSES, GAINS OR LOSSES 3rn, 727 5,871,350
INCREASE (DECREASE) IN NET ASSETS 425,728 5,994,623
NET ASSETS
Net assets at beginning of year 21,732,299 15,737,676
NET ASSETS AT END OF YEAR $ 22,158,025 $ 21,732,299

The accompanying notes are'an Integral part of this statement.



SOUTHERN ILLINOIS UNIVERSITY

MEDICAL FACILITIES SYSTEM
STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2009
(with comparative totals for 2008)

CASH FLOWS FROM OPERATING ACTIVITIES
Medical Facilities System
Payments {0 employees
Payments for utilities
Payments tc suppliers
NET CASH PROVIDED {(USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Proceeds from sale of capital assets
Purchases of capital assets
Principa! paid on capltai debt
Interest paid on capital debt
NET CASH PROVIDED (USED) BY CAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments
investment income
Purchase of investments
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH
CASH AND CASH EQUIVALENTS - BEGINNING OF THE YEAR
CASH AND CASH EQUIVALENTS - END OF THE YEAR

RECONCILIATION OF OPERATING LOSS TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating loss .
Adjustments to reconcile operating loss to net cash
provided by operating activities
Depreciation expense
Payments on behalf of the system
Changes in assels and liabilities:
Receivables, net
Inventories
Accounts payable
Accrued payroll
Accrued compensated absences
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES
On behalf payments for fringe benefits
Capital asset acqulsitions from other sources
Loss on disposal of capital assets

The accompanying notes are an integral part of this statement,

2009

$ 38,847,003

(22,096,088)
(315,889)
(17.414,167)

(979,741)

(473,886)
(715,000)
(928,512)

(2,117,198)

1,174,880
88,246

. (1,181,220)

81,906

(3,014,433)
7,188,524

§ 417091

$ (8.371,211)

658,046
10,266,663

(556,283)
(2,128,115)

68,435
81,324

$  (979.141)

10,266,663
308,524
28,787

2008

$ 35,773,444
(21,094,399)
(804,043)
(12,843,650)

1,031,352

18,000
(4,550,918)
(660,000)
(958,213)

(6,151,131)

1,533,088
374,534
(1,538,840)

368,682

(4,751,087)
11,939,621

$ 7.188.524

$ (8,509,464)

645,007
9,196,482

(1,022,836)
12,820
662,806
32,648
13,889

§ 1031352

9,196,482
5,906,316
34,966



SOUTHERN ILLINOIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

Significant Accounting Pollcles
(A) Basis of Presentation

The accompanylng financial statements have been prepared In accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting Standards
Board (GASB), Including Statement No. 35, Bas/c Finencial Statements — and Management’s Discussion and
Analysis — for Public Colleges and Universities. Additionally, the System has adopted GASB Statement No. 37,
Basic Flnancial Statements — and Management Discussion and Analysts — for Stafe and {ocal Governments:
Omnibus, and GASB Statement Nc. 38, Certain Financial Statement Nofe Disclosures. The System now follows
the business-type activity reporting requirements of GASB Statement Nos. 35, 37 and 38 that provide g
comprehansive, entity-wide perspactive of the System’s financlal activities and replaces the fund group
presentations previously required. Effective July 1, 2004, the System adopted GASB Statement No. 40, Deposit
and Investment Risk Disciosures. The objective of this statement is to update the custodial credit risk disclosure
requirements and to astablish-more comprehensive disclosure requirements addressing the common risks of
deposits and investments.

For financfal reporitng purposes, the System is considered a special-purpose government engaged only
in business-type activities. Accordingly, the System's financial statements have been presented using the
economic resources measurement focus and the accrual basis of accounting applicable to public colleges and
universities. Under the accrual basls, revenues are recognized when aarned, and expenses are recorded when an
obligation to pay has been incurred,

These financial statements have been prepared to satisfy the requirements of the System’s Revenue
Bonds master resolution. The financlal balances and activities of the System, Included in these financial
statements, are included in the University's financial statements. The System is not a separate legal entity and
therefore has not presented management's discusslon and analysis. The financial statements include prior year
comparative information, which has been derived from the System's 2008 financlel statements. Such.information
does not include all of the information required to constltute a presentation in conformity with accounting princlples
generally accepted in the United States of America. Accordingly, such informatlon should be read in conjunction
with the System’s financlal statements for the year ended June 30, 2008.

The preparation of financlal statements in conformity with accounting princlples generelly accepted in the
United States of America requires management to make estimates and agsumptions that affect the reported
amounts of assets and liabllitles; the disclosure of contingent assets and [labliities at the date of the financial
statements; and the reported amounts of revenues and expsnses during the reporting period. Actual results could
differ from those estimates.

The System has the option to apply all Financial Accounting Standards Board (FASB) proncuncements
issued after November 30, 1889, unless FASB corfilcts with GASB. The System has elected to not apply FASB
pronouncements issued after the applicable date.

(B). Inventories

Inventortes Include various clinlcal supplies, which are stated at lower of cost (determined by specific
identification) or market. :

(C) Buildings, Improvements and Equipment

Buildings, improvements: and equlpment are recorded at cost less accumulated depreciation. The
System's policy is to capitalize all equipment items with an acguisition cost of $5,000 or more.

(D) Revenues and Expenses

The System has classlfled Its revenues and expenses as either operating or nonoperating. Operating
revenues and expenses include cheracteristics of exchange transactions, such as sales and services.
Nonoperating revenues 'and expenses include characteristics of nonexchange transactions, such as gifts and
contributions, and other revenue sources that are defined as nonoperating revenues by GASB Statement No. 9,
Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmenfal Entitles that Use
Proprietary Fund Accounting, and GASB Statement No. 34 Basic Financial Statsments — and Management's
Discussion and Analysis — for State and Local Governments. Other nonoperating revenues and expenses inctude
transactions relating to capltal and financing activities, noncapital financing activities, and investing activities.
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SOUTHERN ILLINOIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

The System first applles restricted net assets when an expense Is Incurred for purposes for which both
restricted and unrestricted net assets are availabls.

(BE) Cash and Cash Equivalents

Cash and cash equivalents include bank accounts and investments with original maturities of 80 days or
less at the time of purchase, primarily U.S. Treasury Bllls and money market funds.

(F} Investments

Investments are stated at market. The investments, which consist of U.S, Treasury notes, are held in the
University's name by its agent

{G) Allowance for Uncollectibles

The System doses not report an allowance for uncollectibles. As the accounts recelvables amount
represents actual collections' as of June 30 that have not yet been transferred from the Physicians & Surgeons
URO agency account to the System revenue accounts. The funds have been collected and therefore no
allowance for uncollectible accounts is reporied.

(H) Bond Issuance Costs

The bond Issuance costs are Included In prepald expenses and other assets and are amortized on 2
straight line basis over the life of the bonds.

n On-Behalf Payments

In accordance with GASB Statement No. 24, Accounting and Financial Reporting for Certain Grants and
Other Financial Assistance, the System reported on-behalf payments made by agencies of the Stats of [llinois for
health care and retirement. These costs are reflected in an equal amount in both the revenues and expenses of
the System. On-behalf payments for the year anded June 30, 2009, amounted to $10,266,663,

(J) Classificatlon of Net Assets

Net assets represent the difference between System assets and liablliities and are divided into three
.major categorles. The first category, invested in capital assets, net of related debt, represents the System’s equity
in properly, plant and equipment The next asset category s restricted net assets. Expendable restricted net
assets are avallable for expanditure by the System but must be spent for purposes as detemmined by donors or
ather external entities that have placed time or purpcse restrictions on the use of the assets. The final category is
unrestricted net assets, which represent balances from operational activities that have not been restricted by
parties external to the System and are avaflable for use by the System.

Pooled Cash and Investments

The Universlty has pooled certain cash and Investments for the purpose of securing a greater return on
investment and providing a more equitable distribution of Investment return. Pooled Investments consist principally
of governmant securities and are stated at market Income is distributed quarterly based upon average balances
invested In the pool over the prior 13- week perlod. There are no investments In forelgn currency. It is not feasible
to separately determine the System's bank balance at June-30, 2009, due to the pooling of the University's cash
and investments.

Credit Risk. Credit risk is the risk of loss due to the failure of the security issuer or backer. Credlt risk Is
mitigated by limlting investments to those specified in the Jliinols Public Funds Investment Act, pre-qualifying the
financial institutions which are utilized; and diversifying the investment portfolio so that the failure of any one issuer
or backer wlil not place an undue financial burden on the University. U.S. Treasurles are federal government
secunties that do not require the disclosure of credit risk.

Concentration of Credit Risk. The University’s investment policy states that the portfolio should consist of
a mix of various types of securities, issues and maturities.

11



SOUTHERN ILLINOCIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
NOTES TO FINANGIAL STATEMENTS
June 30, 2009

Interest Rate Risk: Interest rate risk is the risk that the market value of porifolio securitles will fall or rise
due to changes in general interest rates. Interest rate risk Is mitigated by maintatning significant balances in cash
equivalent and other short maturity Investments and by establishing an asset allocatlon policy that is consistent
with the axpected cash flows of the University. The Intemally managed portfolio s managed In accordance with
covenants provided from the University's debt issuance activities. The externally managed portfolio is typically
allocated with 20 to 35 percent of assets held in cash equlvalents; 10 to 40 percent of assets hald In the short-term
portfolio; and 35 to 60 percent of assets held In the intermediate-term porifolio.

Interest rate risk is disclosed bslow using the segmented time distribution method. As of June 30, 2009,
the System had the following cash and investment balances:

Investment Maturities (In Years)

Investment Type Fair Value Less Than 1 15 6-10 More than 10.
U.S. Treasurles $ 412,820 $412820 § -+ — § — $ —
U.S. Agencies — — — — —
Total Investments 412,820 £412820 % — $_— § —

Cash and Equivalents

The Illnols Funds 4,174,091
Cash and Equivalents —
Total Cash & Equivalents 4,174,001

Total Cash & Investments $ 4,586,911

This disclosure provides time horizans of Investment maturities. R is not a classlfication of investments
as current or noncurrent as presented in the Statement of Net Assets.

Investments and Investment Income

Southern lliinois University has adopted the provislons of GASB Statement No. 31 Accounting and
Financial Reporting for Cerfain investments and for External investment Pools. This statement establishes
accounting ang reporting standards for certain Investments and securitles and establishes disclosure requirements
for most investments held by govemmental antities. It requires that investments be recorded at fair (market) value
and that unrealized galns and losses be recorded in incoma. The fair value is determined to be the amount at
which financlat instruments could be exchanged in a current transaction between willing parties, usually quoted
market prices. The investment with the Public Treasurer's Investment Pool (The Iliinciz Funds) is at fair value,
which is the same value as the pool shares. State statutes require the lllincls Funds to comply with the Hinols
Public Funds Investment Act (30 ILCS 235). Also, certain money market investments, having a remaining maturity
of ona year or lass at the time of purchase and nonnegotiable certificates of deposlt with redemption terms that do
not consider market rates, are camed at amortized cost. The statement has been applied to investments and
income for fiscal year 2009.

The calculation of realized gains is Independent of the calculation of the net [ncrease in the fair vaiue of
Investments. Realized galns and losses of Investments that had besn heid in more than one fiscal year and sold in
the current year may have been racognized as an Increase or decrease in the fair value of investments reported in
the pricr year. Investment Income for the fiscal year end June 30, 2009 is comprised of the following:

Interest Income $ 87,181
increase [n Fair Market Value 3
Net Investment Income £ 87184

Notes Recelvable

The notes receivable represent the sale of the Auburn Clinic contract for deed in December 2002, The
balance remaining is payable with interest at the rate of 4% per annum to be amartized over a term of ten years
and pald In elghteen consecutive sem! annual installments of $9,000 each, plus & final installment of $124,790 on
December 19, 2011. No payments were received durlng fiscal year 2009 but two paymants were received in July
2009 (fiscal year 2010). '

Current $ 29,689
Long-Term 135,067
Total § 164,736
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SOUTHERN ILLINOIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

Capital Assets

Capital asse! activity for the year ended June 30, 2009 was as follows:

Beginning Ending
Balance Additions Reductions Transfers Balance
Lang $ 2,594,757 ) $ $ — $ 2,594,757
Bulidings 16,833,773 —_— R — 19,981,545 36,815,318
Equipment 4,590,278 337,054 268,737 _— 4,858,585
Construction in 19,488,775 514,770 —— {18,881,545) —_—
progress

Total cost of $ 43,485,583 $ 851,824 268737 § — $ 44 068,870

- capltal assets

Less accumulated depreciation for:

Building $ 4,332,635 § 446,000 $5 —  § —— $ 4,778,635

Equipment 3,969,380 212,048 241,940 $ —— 3,939,486
Total accumulated $ 8302015 § 658,046 3241040 § —— $§ 8718121
Depreclation

Capltal assefs — net $ 35,183,568 $ 35,350,549

The construction in progress transfer amount relates to the completion of the Cancer Institute, a 60,000
square foot multi-story building that will include space for clinical care and cancer treatment, patient supportive
care, education and support services, research, program outreach and coordination. As of June 30, 2008, the
Cancer Institute was completed but not yet occupied.

The following estimated usefu! lives are used to compute depreciation:

Buildings 40 years
Equipment 5-7 years

Changes in Liabilities

Liabillity activity for the year ended June 30, 2009 was as follows:

Beginning Ending Current

Balance Additions Reductions Balance Portion

Revenue bonds payable $ 19,233,538 $ $ 724,282 § 18,509,244 $ 771,057
Compensated absences 2,259,686 309,203 227,878 2,341,011 180,608
Deferred revenue 158,701 5,891 —_— 164,392 29,889
Capitalized leases 29,090 — 20,388 8,704 8,704
Total £21681013 $. 314804 § 072556 §£21023354  §$990059

Amounts shown as ending balance include both current and lang-term portions. The deferred revenue is,
a result of the sale of the Auburn Clinlc contract for deed in December 2002 which was in arrears as of June 30,
20089.

The University leases certain items of equipment that are classified as capital leases and payable over a
period of years. Minimum lease payments under the capital Iease together with the praesent value of the net
minlmum lease payments are:

Yaar Ending 2010 $8,780
Less amount representing interest (763
Present value of nat minimum Isase payments- $8704
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SOUTHERN ILLINOIS UNIVERSITY
KEDICAL FACILITIES SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

Revenue Bonds Payable

On QOctober 10, 1996, the Board authorized the creation of the Southem fllinols University Medical
Facilities System and the sale of Medica! Facilites System Revenue Bonds. The Series 1997 Bonds were issued
on March 27, 1997 in the amount of $16,855,000 for the purpose of acquiring the SIU Clinics Bullding, an existing
facility, located at 751 North Rutledge, Springfield, lliinois. These bonds were sold at a discount of $94,059.

On October 13, 2005, the Board adopted the “Medical Facilities System Revenue Bonds Series 2005”
resolution which amended and restated the original resolution of October 10, 1896. The Board also authorized the
issuance of the Medical Facllities system Revenue Bonds Series 2005. The bonds were Issued as current Interest
bonds in the amount of $21,290,000 and inciuded accrued Imterest of $41,314. The bonds were sold on November
15, 2005 at the premlum of $806,296 and used as follows:

a. Bond proceeds of $14,699,511 and Board funds of $1,089,888 from the System were deposited in
the bond escrow account in seither cagh or U.S. Govarnment securities which, together with the
interest eamed thereon is used to finance the advance refunding of the Boards Serles 1997 bonds.
The advance refunding, which was undertaken by the Board to affect a cost savings, resulted In a
net decrease In debt service payments of $3,153,133 and an economic gain of $1,146,547. The
accounting loss on the refunding was $1,185,421.

b. Bond proceeds of $6,783,042 were deposited in an Unaxpsnded Plant account to finance the costs
of constructing and equtpping a new Cancer {nstitute buiiding on the Springfield campus.

c. Bond proceeds of $315,726 were provided for the payment of capitalized Intarest through October 1,
2006 and accrued Interest payable.

d. Bond proceeds of $339,331 were reserved to pay the underwriter's fees and certain other costs
related to the Issuance of the bonds.

The current bonds bear Interest at rates ranging from 3.75% to 5.00% payable semi-annually and
principal instaliments ranging from $480,000 to $1,825,000 ara payable annually Aprll 1 through the year 2026.

Bonds maturing after April 1, 2016 are subject to redemptlon at the option of the Board, an or after April 1, 2015, in
whole or in part at any time, and If In part, from such maturiies as determined by the Board ang within any maturity
by lot, at a price of 100% of the principal amount of the Series 2005 Bonds to be redeemed, plus accrued interest
to the date fxed for redemption.

Year Ending June 30 Principal Interest
2010 $ 765,000 $ 903,488
2011 825,000 865,237
2012 885,000 832,800
2013 945,000 797,500
2014-2018 5,825,000 3,262,862
2018-2023 8,145,000 1,610,000
2024-20268 1,500,000 136,800
Total Payments 18,890,000 $ 8,408,787
Unamortized debt 515,915

premium

Unamortized deferred

amount on refunding (896.671)

Total Bonds Payable § 18,500,244

These bonds, which are payable through 2026, do not constitute a debt of the State of lllinols or the
Indlvidual members, officers or agents of the Board of Trustees of the Unliversity but, together with interest thereon,
are payable from and secured by a pledge of and lien on (i) the net revenues of the System, (lI} pledged {tuitlon
(subject to prior payment of necessary operating and maintenance expenses of the Housing and Auxiliary Facllities
System, debt service of the Housing and Auxiliary Facilities System not to exceed the maximum annual debt
service, and then necessary operating and maintenance expenses of the System), and (lil) the Bond and Interest
Sinking Fund Aceount. Total principal and inerest remaining on the debt is $27,298,787 with annual requirements
ranging from $543,400 to $1,985,750. For the current year, principal and interest paid was $1,643,513, and the
total revenues pledged were $122,204,098. Total revenue pledged represents 100 percent of the net revenues of
the System and 83 percent of net tuition revenue received in fiscal year 2009. Aithough net tuition is pledged it is
not expected to be needed to meet debt service requirements.
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SOUTHERN ILLINOLIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
NOTES TO FINANGIAL STATEMENTS
June 30, 2009

All of the Series 1987 bonds referred to abave were called for redemption and payment prior to thelr
maturity on Aprit 1, 2007 at a redemption price of 102% of the principal.

Related Party Transactions

Expendltures capltalized in.2009 Include $398,524 paid for by other University funds. The expenditures
were for the purchase of equlpment to be utilized in the varlous: Medical Facllities System facllittes and for
construction costs for the Cancer Institute.

Retirement and Post-Employment Benefits

Substantially all employees of the Systern participate in the State Universitles Retirement System of
llinols (SURS), a2 cost-sharing multiple employer defined beneflt pension plan with a special funding sltuation
whereby the State of lllinois makes substantially all actuarially determined required contributlons on behalf of the
participating employers. SURS was established July 21, 1941 to pravide retirement annuities and other benefits
for staff members and employees of state universities, certain affillated organizations, and certain other state
educational and scientific agencies and for survivors, dependents, and other bensficlarles of such employees.
SURS is considered a component unit of the State of lllinols’ financlal reporting entity and is included in the state’s
financial reports as a pension trust fund. SURS is governed by Saction 5/15, Chapter 40, of the /finols Compiled
Statutes. SURS Issued a publicly avallable financial report that includes financial statements and required
supplementary informatlon. That report may be obtained by accessing the website at www.SURS arq or calling 1-
800-275-7877.

Plan members are required to contribute 8% of their annual covered salary, and substantially all
employer contributions are made by the State of lllincls on behalf of the individual employers at an actuarially
.determined rate. The current rate Is 12.88% of annual covered payroll. The contribution requicements of plan
members and employers are established and may be amended by the lliinois General Assembly. The employer
contribution to SURS for the Unlversity for the years ended June 30, 2008, 2007 and 2006 were $47,526,941,
$36,446,327 and $27,308,064, respectively, aqual to the requirad contributions for the year.

In addftion to providing penslon benefits, the State provides certain health, dental and life insurance
benefits to annuitants who are former State’employees. This includes annuitants of the System. Substantially all
State employees, including the System’s employees, may become eligible for post-employmant banefits if they
eventually become annuitants. Health and dental benefits include basic ‘benefits for annuitants under the State’s
self Insurance plan and Insurance contracts currently In force. Llife insurance bensfits for annuitants under age 60
are equal to thelr annua! salary at the time of retirement; for annuitants age 60 or older, life insurance benefits are
limited to five thousand dollars per annuitant.

Currently, the State does not segregate payments made to annuitants from those made to current
employees for health, dental and iife Insurance benefits. The cost of health, dental and life insurance bensfits s
recognized by the State on a pay-as-you-go basis. These costs are funded by the State except for certain non-
eppropriated funds funded by the University.

Insurance

The University has established a Self Insurance Program (the “Program®) to cover Its general liability, its
hospital and medical professlonal liabllity, and certain other liabllity exposures. Funds for the Program have been
reserved in amounts to cover the major portion of the estimated liability as determined by the Program's actuary.
The Unlversity has also purchased excess Insurance coverages with commercial carriers to cap the risk of loss
retained by the Program. The System's buildings, contents and boilers are all insured either through self-
Insurance or with commercial insurance companies.

An insurance package policy purchased under the auspices of the lllinols Public Higher Education
Cooperatlve (IPHEC), through the Midwestern Higher Education Commission (MHEC) program, provides all risk
coverags on buildings and contents. The following insurance coverages are in force at the Unlversity (including the
System facllities) through June 30, 2009:
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SOUTHERN ILLINOIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

Lexington Insurance Co. Policy No. 19946106. Primary policy providing
$100,000,000 all risk coverage on scheduled buildings and other property totaling
$2,634,293,164. Bonded buildings generally have a per occurrence deductible of
$250,000. There is a $500,000 per occurrence daductible for many of the non-

bonded academic buildings. The University has established a self-inguranca reserve-

In amounts to cover the portion of astimated Jlabllity between $25,000 and the per
‘accurrence deductibles noted above. Coverage is first layer of a structured program
providing coverage up to $1,000,000,000 per occurrence.

Boiler & Machinery coverage Included in the Lexington policy listed above carres the
same deductibles as noted above.

Flood coverage included in the Lexingfon pollcy listed above is limited to
$100,000,000 and carrles the same per occurrence deductible noted above unless
the flood involves property located In a FEMA-defined 100-year flood zone which
thers ig then a limit of $50,000,000 and a deductible of 2% of the total Ingured value
subject to a minimum of $1,000,000 per occurrence. '

Earthquake coverage included In the Lexington policy iisted above is limited to
$100,000,000 and carries a per occurrence deductlble of 1% of total Insured value
subject to a minimum of $60,000 per occurrence.

Lexington Insurance Company, Policy No. 19946118: fumishes the secondary layer
of $400,000,000 excess of the Lexington's $100,000,000 layer.

Allianz Global, Policy No. CLP3010607; Lloyds of London, Pollcy No. DP703009;
One Beacon, Policy No. YSP2330; and RSUL. Indemnity Pollcy No. NHD363462:
furnishes the third layer of coverage, which Is $500,000,000 excess of the secondary
layer of $400,000,000.

Lloyds of London, Policy No. DP703108: furmishes earthquake coverage In excess of
coverage included in the pollcies listed above, with limits of $50,000,000 that is
shared with the University of lllinois and the University of Missouri.

Self Insurance: Tha University, pursuant to the provislons of lllinocis Public Act 84-
0010, has established a Self Insurance Program (the “Program®) for Its traditional
{lability insurance coverages. Funds have been reserved In amounts to cover the
major portion of the estimated liability as determined by the Program's actuary. The
Unlversity also has purchased excess llability insurance policles to cover certain of s
general liabllity exposures not elsewhere covered.

Contingencles

From time to time, the University is a defendant In lawsuits which relate to the Systemn.

Approximate
Amount
$100,000,000
per occurrence

$100,000,000
per occurrence

$100,000,000
per occurrence

$100,000,000
per 6ccurrgnce

$400,000,000
per occurrence

$500,000,000
per occurrence

$50,000,000
per ocourrence

In the opinion of

the University's legal counsel and its administrative officers, any ultimate liability which could result from such
litigation would not have a material effect on the System’s financial position.
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SOUTHERN ILLINOIS UNIVERSITY
MEDICAL FACILITIES SYSTEM
SCHEDULE OF BONDS PAYABLE OUTSTANDING
June 30, 2009

Principal Interest
Amount Rate
Interest Bearing Bonds
Serlal Bonds Maturing
as follows:
2010 $ 765,000 5.00%
2011 : 265,000 3.75%
2011 560,000 4.00%
2012 885,000 4.00%
2013 945,000 5.00%
2014 1,015,000 4.25%
2015 1,085,000 4.25%
2016 1,155,000 5.00%
2017 1,240,000 5.00%
2018 1,330,000 5.00%
2019 1,425,000 5.00%
2020 1,525,000 5.00%
2021 1,830,000 5.00%
2022 1,740,000 5.00%
2023 1,825,000 5.00%
Term Bonds maturing
as follows: :
2024 480,000 4.500%
2025 500,000 4.500%
2026 520,000 ~ 4.500%
Total interest Bearing Bonds $ 18,800,000

* Subject to mandatory redemption in the years indicated

This schedule of bonds payable outstanding does not reflect unamortized debt pramiurn or unamortized defetred amount on refunding.
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Crowe Horwath.

Crowe Horwath LLP
Member Herwath [nternational

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable William G. Holland

Auditor General, State of [1linois
and Board of Trustees

Southern Illinois University

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of Southern Illinois University Medical Facilities System (the “System”) as of and for the year
ended June 30, 2009, and have issued our report thereon dated February 19, 2010. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered System's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of System’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of System’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
defidency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulah'ohs, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of the Auditor General, the General

Assembly, the Legislative Audit Commission, the Governor, the Board of Trustees, System
management, and bondholders and is not intended to be and should not be used by anyone

other than these specified parties.

Crowe Horwath LLP

QOak Brook, [llinois
February 19, 2010
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