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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION
(AT CARBONDALE)

June 30, 2007

FINANCIAL STATEMENT REPORT
SUMMARY

The audit of the accompanying basic financial statements of Southern Hlinois University
Foundation (at Carbondale) was performed by Crowe Chizek and Company LLC.

Based on their audit, the auditors expressed an unqualified opinion of the Foundation’s
financial statements.
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REPORT OF INDEFENDENT AUDITORS

Honorable William G. Holland

Auditor General, State of Illinois

and the Board of Directors

Southern Illinois University Foundation (at Carbondale)

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
basic financial statements of Southern Illinois University Foundation (at Carbondale) {the
“Foundation”), a component unit of Southern Illinois University, as of and for the year ended
June 30, 2007, as listed in the table of contents. These financial statements are the responsibility
of the Foundation’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 Foundation’s 2006 financial statements on which we expressed an unqualified
opinion in our report dated September 6, 2006.

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. 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,

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Southern Illinois University Foundation (at Carbondale) as of June 30,
2007, and the changes in its 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
November 16, 2007, on our consideration of the Foundation’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 read in conjunction with this report in
considering the results of our audit.




Management's Discussion and Analysis on pages 5 through 7 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.

%ﬁ' dtkyﬂd g / /z,ﬁ,

Crowe Chizek and Company

Chicago, lllinois
November 16, 2007




Southern lllinois University Foundation (at Carbondale)
Management’s Discussion and Analysis
For the Year Ended June 30, 2007 (Unaudited)

The attached statements are presented in a "business-type activities” format to provide
the reader with statements which indicate the available economic resources of the entity. In
order to understand the statements, below is a brief description of each statement.

Statement of Net Assets:

The Statement of Net Assets, indicates assets available for current use (current assets)
and those assets to be held (noncurrent assets). Please note, the terminology of short-term
investments listed under current assets does not indicate the investment duration, but the ability
of the Foundation to expend the investments for current uses. This statement alsc indicates
which liabilities are due within one year (current liabilities) and those due in a year or more
(noncurrent liabilities). Net Assets located at the bottom of the statement are grouped by the
assets’' purpose. A donor can restrict an asset for a certain purpose such as current
expenditures (expendable) or to be held in perpetuity (nonexpendable, i.e., endowments).

As indicated below, the Foundation’s net assets increased by $17,606,667 over the
previous year. (The increase in net assets is also indicated on the Statements of Revenues,
Expenses, and Changes in Net Assets. See page 9.) This increase was basically due to the
activity generated by the Opportunity for Excellence Campaign and investments. Current net
pledge receivable had the largest percentage increase of 219% in the amount of $596,985.
Due to our advancement activity, the Foundation has secured more significant pledges and
contributions. The other contributing item to the increase in net assets is our investment
activity. During this fiscal year, the Foundation implemented a new investment strategy which
resulted in an enhanced investment return. ‘

The decrease in net capital assets is due to the transfer of the Troutt-Wittmann Center

for athletics. On July 1, 2006 the Foundation processed the transfer of the buildings to the
University with a value of $3,128,386.

June 30, 2007 June 30, 2006

Current Assets $29,827,540 $23,788,451
Capital Assets, Net 34,438 3,155,263
Noncurrent Assets 108,759,307 93,879,744
Total Assets 138,621,285 120,823,458
Current Liabilities 947 384 1,086,141
Noncurrent Liabilities 5,995 551 5,665,634
Total Liabilities 6,942 935 6,751,775
Total Net Assets $131,678,350 $114,071,683




June 30, 2007 June 30, 2006

Invested in Capital Assets, Net of Related Debt $34,438 $£3,155,263
Restricted Nonexpendable 63,401,710 59,011,985
Restricted Expendable 59,162,168 45,942,893
Unrestricted 9,080,034 5,961,542
Total Net Assets $131,678,350 $114,071,683

Statements of Revenues, Expenses and Changes in Net Assets

The Statements of Revenues, Expenses, and Changes in Net Assets basically indicates
the activity for the period and its effect on net assets. The activity from operations, which have
the characteristics of exchange transactions, is shown first.  Nonoperating Revenues
(Expenses) are listed after operating activities. Nonoperating Revenues include activities that
have the characteristics of nonexchange transactions. Contributions are considered a
nonoperating activity because the donor does not receive a material financial benefit from the
transaction. Other Revenues, Expenses, Gains and Losses is the last grouping of transactions,
which includes contributions received for capital assets (such as equipment and buildings) and
additions to permanent endowments. Since the primary purpose of the Foundation is to solicit
and hold contributions for the benefit of Southern lllinois University, Net Increase in Net Assets
is a better indicator of the Foundation's core activity verses Operating Income (Loss).

As indicated above, the Foundation had a net increase in assets of $17,606,667 over
the previous year. This increase was mainly generated from revenue of contributions of $23.6
million and investment income of $16.7 million, and cash operating expenditures of $28.2
million.

Key activity for this period:
+ an $11 million gift for the use of software for the benefit of Engineering
+ implementing the new investment strategy contributed to the $15 million realized
capital gains generated this fiscal year

For the Year For the Year
Ended Ended

June 30, 2007 June 30, 2006
income before other revenues, expenses, gains and losses $13,072,547 $10,384,252
Contributions for capital assets 925,488 461,371
Additions to permanent endowments 3,608,632 3,174,044
Increase in net assets 17,606,667 14,019,667
Net assets — beginning of year 114,071,683 100,052,016
Net assets — end of year $131,678.350 $114.071,683




Statements of Cash Flows:

The Statement of Cash Flows primary purpose is to provide relevant information about
the cash receipts and cash payments of the Foundation during the period. The chart below
indicates the Foundation basically received cash from contributions (noncapital and capital
financing activities) then used the cash for operational expenditures. Any residual cash
generated during the fiscal year is invested.

For the Year For the Year
Ended Ended
June 30, 2007 June 30, 2006
Net cash used by operating activities $(8,497,507) $({8,658,791)
Net cash provided by noncapital financing activities 9,585,733 9,525,104
Net cash provided/{used) by capital financing activities 973,804 {463,854)
Net cash used by investing activities {1,833,283) (473.061)
Net increase (decrease) in cash 228,747 {70,602)
Cash - beginning of the year 174,825 245 427
Cash - end of year $403,572 174,825

Overall financial position and results:

During this reporting period, the Foundation continued to show strong financial growth.
The positive investment returns and increase in fundraising activity are the significant elements
of the growth.

Performance figures indicate the investments yielded 18.1% (net of fees) for the
endowment pool and 13.6% (net of fees) for the unrestricted/restricted pool during the 12
month period as compiled by our investment consultants, Fund Evaluation Group. This
performance plus the spending policy eliminated all of the “underwater endowments”
{endowments which have higher historical value verses market vaiue) during Fiscal Year 2007.

Facts, Decisions, or Conditions Significantly Affecting Net Assets:

During Fiscal Year 2007, the Foundation implemented a new investment strategy. The
Foundation has a long-term target strategy for the endowment pool of: 22% Large Cap Equity,
16% Mid Cap Equity, 10% Small Cap Equity, 12% International Equity, 3% International Small
Cap Equity, 3% Emerging Markets, 14% Fixed Income, 10% Hedge Funds, 10% Private Equity.
The Foundation has funded all of the asset classes except hedge funds and private equity.
During Fiscal Year 2008 the Foundation plans to fund the hedge fund segment and begin the
review of private equity opportunities.

There are no facts, decisions, or conditions significantly affecting net assets other than
those items explained in the previous section of this discussion and analysis. Please see the
notes to the financial statements that include additional details and further explanations of data
presented in the financial statements. The notes are an integral part of the financial statements
and should be included as part of any review or analysis.




SOUTHERN ILLINOIS UNIVERSITY FOUNDATION

(AT CARBONDALE})
STATEMENT OF NET ASSETS
AS OF JUNE 30, 2007
(with compgrative totals for 2006)

ASSETS

Current Assets ‘

Cash and cash equivalents {Note 2A)

Short-term investments (Note 2B)

Accounts receivable

Pledge receivable, net

Accrued investment income

Net Investment in financing leases

Other assets

Total Current Assets

Noncurrent Assets
Restricted cash and cash equivalents (Note 2A)
Endowment Investments (Note 2B)
Other long-term investments (Note 2B}
Pledge receivable, net (Note 3)
Irrevocable trust held by other
Cash surrender value of life insurance
Investment in real estate -
Net Investment in financing leases
Capital assets, net of accumulated depreciation (Note 4)
QOther assets
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities
Annuities payable-current portion (Note 6)
Long-term liabilities-current portion (Note 6)
Total Current Liabilities

Noncurrent Liabilities
Annuities payable (Note 6)
Agency funds payable (Note 6)
Deposits held for others {Note 6)
Other accrued liabilities (Note 6)
Long-temn liabilities {Note 6)
Total Noncurrent Liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Nonexpendable
Scholarships, research, instruction, and other
Loans
Capital projects
Expendable
Scholarships, research, instruction, and other
Loans
Capital projects
Unrestricted

TOTAL NET ASSETS

The accompanying notes are an integral part of the financial statemenis.

Years Ended
June 30, 2007 June 30, 2006

$395,067 $166,320
28,152,199 23,006,787
13,775 24 156
869,131 272,146
153,539 101,657
166,472 161,558
77,357 55927
29 827.540 23,788,451
8,505 8,505
85,456,512 71,814,167
11,380,491 10,143,738
7,335,078 6,847,101
99,928 99,928
293,489 251,646
158,000 158,000
88,094 254,566
34,438 3,155,263
3,939,210 4,302,153
108,793,745 67,035,007
138,621,285 120,823,458
278,008 433,324
502,814 491,259
166,472 161,558
047 384 1,086,141
3,252,709 3,214,618
2,243,736 1,828,612
402 514 359,340
8,498 8,498
88,084 254 566
5,095,551 5,665,634
6,942 935 6,751,775
34,438 3,155,263
60,823,276 56,418,340
2,436,024 2,449,038
142,410 144 607
56,793,755 44 554,018
922 843 504,519
1,445,570 884 356
9,080,034 5,961,542

$131,678,350

$114 071,683




SOUTHERN ILLINOIS UNIVERSITY FOUNDATION

(AT CARBONDALE)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2007
{ with comparative totals for 2008)

Years Ended

June 30, 2007

June 30, 2006

REVENUES

Operating revenues
Payments from SIU
Budget allocation from SIU
Other

Total operating revenues

EXPENSES
Operating expenses
General and operating
Budget expended at SiU {Note 12)
Scholarships and cash grants to SIU
Expenditures for the benefit of SIU
Noncash grants to SiU
Amortization and depreciation expense (Notes 4 and 5)
Other

Total operating expenses

Operating loss

NONOPERATING REVENUES (EXPENSES)
Contributions
Grants from University and Related Organizations {Note 12)
Grants from other government agencies
Investment income (Note 2B)
Payments received on capital financing leases
Reduction in capital financing leases
Interest on capital indebtedness
Adjustment of actuarial liability (Note 8)
Bad debt (expense) benefit

Net nonoperating revenues

Income before other revenues, expenses, gains and losses

OTHER REVENUES, EXPENSES, GAINS, AND LOSS
Contributions for capital assets
Additions to permanent endowments

Increase in net assets

NET ASSETS
Net assets - beginning of year

$56,423 $30,129
3,628,816 3,442,925
583,081 438,467
4,268,320 3,911,521
1,322,562 1.672.054
3,628,816 3,442,925
5,192,921 4,767,526
14,255,446 3,166,848
3,457,046 336,995
368,899 368,782
461 --
28,226,151 13,755,130
(23,957,831) (9,843,608)
19,083,794 12,584,041
12,076 1,045,567
9,726 16,846
16,737,490 6,704,934
252,195 229,149
(161,558) (156,789)
(10,410) (15,043)
683,514 284,526
423 551 (465,370)
37,030,378 20,227,861
13,072,547 10,384,252
925,488 461,371
3,608,632 3,174,044
17,606,667 14,019,667
114,071,683 100,052,016

Net assets - end of year

$131,678,350

5114 071,683

The accompanying notes are an integral part of the financial statements.



SOUTHERN ILLINOIS UNIVERSITY FOUNDATION
STATEMENT OF CASH FLOWS - DIRECT METHOD
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Payrments from SIU

Other operating revenues

General and operating expenses

Scholarships and cash grants to SIU

. Expenditures for the benefit of SIU

Net cash used in operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Contributions and grants for other than capital purposes
Private contributions for endowment purposes
Payments to annuitants and recipients
Payments for agency funds to SIU
Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Payments received on capital financing leases
Reduction in capital financing leases
Interest on capital indebtedness
Purchase of capital assets
Cash contributions for capital assets
Net cash provided by (used in} capital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale and maturities of investments
Interest and dividend income
Purchase of investments
Investment fees

Net cash used in investing activities

NET INCREASE (DECREASE) IN CASH
Cash - beginning of the year
Cash - end of year

Years Ended

June 30, 2007

June 30, 2006

$59,699 $23,696
562,681 434,319
(1,336,228) (1,659,354)
(5,184,572) (4,749,166)
(2,599,087) (2,708,286)
(8,497,507) (8,658,791)
6,547,417 6,877,611
3,608,632 3,174,044
(502,259) (469,249)
(68,057) (57,302)
9,585,733 9,525,104
252,195 229,149
(161,558) (156,789)
(10,410) (15,043)
(31,911) (982,542)
925,488 461,371
973,804 (463,854)
3,492,662 4,803,900
3,396,627 3,003,728
(8,540,554) (8,202,442)
(182,018) (78,247)
(1,833,283) (473,061)
228,747 (70,602)
174,825 245,427
$403,572 $174,825

10.



SOUTHERN ILLINOIS UNIVERSITY FOUNDATION
STATEMENT OF CASH FLOWS - DIRECT METHOD
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

Years Ended

June 30, 2007

June 30, 2006

RECONCILIATION OF NET OPERATING REVENUES (EXPENSES) TO
NET CASH USED IN OPERATING ACTIVITIES:

Operating loss ($23,857,831) ($9,843,609)
Adjustments to reconcile operating loss to net cash
used by operating activities:
Amortization and depreciation expense 368,899 368,782
Noncash grants to SIU 3,457,045 336,995
Noncash expenditures for the benefit of SIU 11,828,940 728,696
Noncash other operating expenses 461 --
Changes in assets and liabilities:
Receivables 8,281 (10,313)
Other assets (35,508) (33,858)
Accounts payable (176,711) {196,588)
Other accrued liabilities 4 656 1,271
Cther liabilities 4,261 {10,167)
Net cash used in operating activities {$8,497 507) ($8,658,791)

SCHEDULE OF NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES

During the year, the Foundation received $12,158,318 in noncash contributions from donors. The actuarial liability
for annuities payable decreased by $707,555 for the year. Allowance for bad debts of $423,551 were reversed for

the year.

The accompanying notes are an integral part of the financial statements.

11.



SOUTHERN IL.LINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements
June 30, 2007

1. Summary of Significant Accounting Policies:

A. Financial Reporting Entity: The Southern lilinois University Foundation (the
“Foundation”) located in Carbondale, exists for the primary purpose of aiding
and assisting Southern lllinois University (“SIU” or “University”) in achieving its
educational, research, and service goals and responsibilities.

‘Due to the significance of the financial relationship with the University, in
accordance with Governmental Accounting Standards Board (“GASB”)
Statement No. 14, The Financial Reporting Entity and GASB Statement No.
39, Determining Whether Certain Organizations are Component Units, the
State of lllinois stated that the Foundation should be included as a component
unit of the University for financial reporting purposes and report under GASB
on a stand-alone basis. The financial activities included in these financial
statements are reported in a separate column in the University's financial
statements to emphasize that the Foundation is an [llinois not-for-profit
organization legally separate from the University.

These financial statements include all financial activities over which the
Foundation exercises direct responsibility.

B. Financial Statement Presentation: The Foundation follows GASB
Statement No. 35, Basic Financial Statements-and Management's Discussion
and Analysis-for Public College and Universities; GASB Statement No. 37,
Basic Financial Statements-Management’s Discussion and Analysis-for State
and Local Governments: Omnibus; and GASB Statement No. 38, Certain
Financial Statement Note Disclosures. The financial statement presentations
required by GASB Statements Nos. 35, 37 and 38 provide a comprehensive
perspective of the Foundation's assets, liabilities, net assets, revenues,
expenses, changes in net assets, cash flows, and replaces the fund-group
perspective previously required.

12



SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

1.

Summary of Significant Accounting Policies: - Continued

Effective July 1, 2004, the Foundation adopted GASB Statement No. 40,
Deposit and Investment Risk Disclosures. The objective of this statement is to
update the custodial credit risk disclosure requirements and to establish more
comprehensive disclosure requirements addressing other common risks of the
deposits and investments.

. Basis of Accounting: For financial reporting purposes, the Foundation is

considered a special-purpose government entity engaged only in business-
type activities. Accordingly, the Foundation’s financial 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 obligation has been incurred. All
significant intra-agency transactions have been eliminated.

The Foundation has the option to apply all Financial Accounting Standards
Board (FASB) pronouncements issued after November 30, 1989, unless FASB
conflicts with GASB. The Foundation has elected to not apply FASB
pronouncements issued after the applicable date.

. Comparative Data: Comparative totals for the prior year have been

presented in the accompanying financial statements to facilitate an
understanding of the changes in the Foundation’s financial position and its
revenues, expenses and net assets between years. The 2006 information
does not include sufficient detail 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
Foundation’s financial statements for the year ended June 30, 2006, from
which the summarized financial information was derived.

. Cash Equivalents: For purposes of the statement of cash flows, the

Foundation considers all highly liquid investments with an original maturity of
three months or less to be cash equivalents.

. Investments: The Foundation accounts for its investments at fair value in

accordance with GASB Statement No. 31, Accounting and Financial Reporting
for Certain Investments and for External Investment Poofs. Changes in
unrealized gain (loss) on the carrying value of investments are reported as a
component of investment income in the statement of revenues, expenses, and
changes in net assets.

13



SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

1.

Summary of Significant Accounting Policies: - Continued

G. Capital Assets: Capital assets are recorded at cost at the date of acquisition,

or fair value at the date of the donation in the case of gifts. Livestock for
educational purposes is recorded at estimated fair value. Routine repairs and
maintenance are charged to operating expense in the year in which the
expense was incurred.

Depreciation is computed using the straight-line method over the estimated
useful lives of the assets, generally 6 to 10 years for equipment.

. Intangible Assets: On December 15, 2003, the Foundation received a

donation of two patents with an independent appraised value of $4,970,000.
The patents were filed on October 29 and November 19, 1997 with rights
extending for 20 years.

Amortization expense is computed using the straight-line method over the
remaining rights of 10 years, and 4 months.

Net Assets: The Foundation’s net assets are classified 'as follows:

» Invested in capital assets, net of related debt: This represents the
Foundation's total investment in capital assets, net of accumulated
depreciation and reduced by outstanding debt obligations related to those
capital assets.

» Restricted net assets — expendable: Restricted expendable net assets
include resources in which the Foundation is legally or contractually
obligated to spend resources in accordance with restrictions imposed by
external third parties. -

14



SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued

June 30, 2007

1.

Summary of Significant Accounting Policies: - Continued

Restricted net assets — nonexpendable: Nonexpendable restricted net
assets consist of endowment funds, gift annuities, and life income funds.

The endowment funds include those funds where donors or other outside
sources have stipulated, as a condition of the gift instrument, that the
principal is to be maintained inviolate and in perpetuity, and invested for
the purpose of producing present and future income, which may either be
expended or added to principal.

The gift annuities consist of funds acquired by the Foundation subject to
agreements whereby they are made available to the Foundation on the
condition that the Foundation binds itself to periodically pay stipulated
amounts to designated individuals. Payments of such amounts terminate
at a time specified in the agreements. Upon termination, the principal of
annuity funds is transferred to the fund designated by the grantor or, in the
absence of such a designation, to current unrestricted net assets.

The life income funds consist of assets which are normally trusts and the
Foundation is usually trustee and the grantor stipulates that income
generated by these assets is to be paid to an individual for a period of time.
In some cases, the amount to be paid is the lesser of the income
generated from the donated assets or a fixed percent of the fair value of
the assets. If income in any year is less than the fixed percent, future
years' income may be used in that year to bring the distributions up to the
fixed percent; to the extent that income for a year exceeds the required
payments, the excess is deferred. At the end of the specified period of
time, any remaining assets are transferred to a fund designated by the
donor or, in the absence of such a designation, to current unrestricted net
assets. -

Unrestricted net assets: Unrestricted net assets represent resources
used for transactions relating to the educational and general operations of
the Foundation, and may be used at the discretion of the governing board
to meet current expenses for any purpose.

When an expense is incurred that can be paid using either restricted or
unrestricted resources, the Foundation’s policy is to first apply the expense
towards restricted resources, and then toward unrestricted resources.

15



SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

1.

Summary of Significant Accounting Policies: - Continued

J.

Income Taxes: The U.S. Treasury Department issued a determination letter,
dated March 20, 1999, indicating the Foundation is exempt from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code except for
taxes associated with unrelated business income. No provision has been
made as management does not believe it has significant unrelated business
income.

Classification of Revenues and Expenses: The Foundation has classified
its revenues and expenses as either operating or nonoperating according to
the GASB criteria. Non-exchange transactions, including contributions from
donors, are recorded in accordance with the recognition requirements of
GASB 33. Since the primary purpose of the Foundation is to solicit and hold
contributions for the benefit of SIU, net increase in the net assets is a better
indicator of the Foundation’s core activity versus operating income (loss).

GASB criteria:

+ Operating: Operating revenues and expenses include activities that have
the characteristics of exchange transactions, such as the salary support
from SIU and the fundraising expenditures.

e Nonoperating: Nonoperating revenues and expenses include activities
that have the characteristics of nonexchange transactions, such as gifts
and contributions, and other revenue sources and expenditure uses that
are defined as nonoperating revenues and expenditures 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 and Analysis — for States and Local
Govemments, such as investment income.

. Allowance for Bad Debts: The allowance for bad debts, or uncollectible

pledges, was $83,362 or 0.7% of outstanding pledges. Management
calculates the allowance based upon collection history of prior pledges
receivable.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

2. Cash and Cash Equivalents, and Investments:

A. Cash and Cash Equivalents: At June 30, 2007, the carrying amount of the
Foundation's deposits with financial institutions was $403,572 ($395,067
Current Assets and $8,505 Noncurrent Assets) and the bank balances were
$512,437.

Custodial Credit Risk — 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 does have a policy to require banks to collateralize balances
over the FDIC insured amount. As of June 30, 2007, the entire amount of
funds held at the banks were either insured or collateralized by pledged bank
assets in the Foundation’s and University’s name.

B. Investments: The Board of Directors of the Foundation is responsible for the
management of the Foundation’s investments. The Board, through the
bylaws, has given authority to the Investment Committee to formulate an
investment policy for funds and assets of the Foundation. The Investment
Committee shall submit that policy to the Board for approval, periodically
recommend changes in policy as appropriate, inferpret that policy to the
Foundation's investment managers, and oversee implementation of that
policy. Investment performance is reviewed quarterly. The Foundation's
Treasurer is authorized by the Board of Directors to invest funds in compliance
with state investment policies.

If a donor has not provided specific instructions, state law permits the Board of
Directors to authorize for expenditure the net appreciation (realized and
unrealized) of the investments of endowment funds. When administering its
power to spend net appreciation, the Board is required to consider the
Foundation’s “long- and short-term needs, present and anticipated financial
requirements, expected total return on its investments, price-level trends, and
general economic conditions.” Any net appreciation expended will be required
to be spent for the purposes for which the endowment was established. The
net appreciation on investments of donor-restricted endowments available for
authorization for expenditure approximates $26,938,000 at June 30, 2007.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

2. Cash and Cash Equivalents, and Investments: - Continued

The Board chooses to spend only a portion of the investment income
(including changes in the value of investments) each year. Under the policy
established by the Board, four (4) percent of the average fair value of
endowment investment pool at the end of the previous twelve (12) quarters
has been authorized for expenditure. The remaining income, if any, is
retained to be used in future years when the amount computed using the
spending policy exceeds the investment income.

During Fiscal Year 2007, the Foundation realized a net gain of $13,270,388
from the sale of investments, $3,307,666 in interest and dividend income,
investment fees of $205,131, and an unrealized gain of $364,567. The
calculation of realized gains is independent of the calculation of the net
increase <decrease> in the fair value of investments. Realized 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 prior year. The net increase in
investment income during Fiscal Year 2007 was $18,212,937, of which
$16,737,490 is noted on the Statement of Revenues, Expenses, and Changes
in Net Assets. Of the remaining amount, $1,138,996 is included in Annuities
Payable, $316,321 is included in Agency Funds Payable and $20,130 is
included in Deposits Held for Others which are components of the Noncurrent
Liabilities in the Statement of Net Assets. This amount includes all changes in
fair value (including purchases and sales) that occurred during the year. The
cumulative unrealized gain on investments held at June 30, 2007 was
$11,132,759 (fair value of $124,989,202 less historical value of
$113,856,443).

The Foundation determines the fair value to be the amount at which financial
instruments could be exchanged in a current transaction between willing
parties, usually quoted market prices. 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 terms that do not
consider market rates are carried at amortized cost.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

2. Cash and Cash Equivalents, and Investments: - Continued

As of June 30, 2007:

SOUTHERN ILLINOIS UNIVERSITY FOUNDATION
investment Disclosures
As of June 30, 2007

Custodial Credit Risk Maturity
Held by Financial
Institution and not in Lessthan1  Mare than 10
Inestment Type Tofal Fair Value  Foundation's name year years Currency

Short-Term Securities:

Commercial Paper $12,198,057 $12,198,057 $12,198,057
investments Other than Short-Term Securities:
U.S. Agency Bonds 29,875 29,975 $29,975
External Investment Pools:
US. Equity Mutual Funds 51,771,864 51,771,864
Exchange-Traded Funds 3,372,839 3,372,839
Non-U.S. Equity Mutual Funds 20,296,980 20,296,980 Various
U.S. Fixed Income Mutual Funds 36,211,042 36,211,042
Money Market Funds . 1,108,445 1,108,445

Total Short-Term Securities and
Imestments, as of June 30, 2007 $124,089,202 $124,559,227 529,975

The cost basis of these investments is $113,856,443.

Interest Rate Risk — in order to capture the highest yield and because a
majority of the Foundation’s investments have a long time horizon, the
Foundation has not set limits on investment maturities. :

Credit Risk — the Foundation’s general investment policy is to apply the
prudent-person rule: Investments are made as a prudent person would be
expected to act, with discretion and intelligence, to seek reasonable income,
preserve capital, and in general, avoid speculative investments. In order to
allow investment managers the ability to opportunistically invest in “non-
Lehman Aggregate” securities such as high yield bonds, the Foundation has
set an overall weighted average credit rating for each investment pool of “Aa”
or better by Moody's or “AA” or better by Standard & Poor's.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

2. Cash and Cash Equivalents, and Investments: - Continued

The Foundation’s U.S. Agency Bonds investment of $29,975 has a Moody's -
rating of Aaa. Since there is not a nationally recognized rating for the mutual
funds held by the Foundation, the investments are not rated with the exception
of the above mentioned bond.

The credit risk profile for securities at June 30, 2007 per Morningstar is és

follows:
SOUTHERN ILLINOIS UNIVERSITY FQUNDATION
Credit Rating per Momingstar
As of June 30, 2007
Investment Type 5 4 3 2 1 Not Rated Tefal

Short-Term Securities:

Commercial Paper ) $12,198,057  $12,198,057
investments Cther than Short-Term Securites:

U.S. Agency Bonds 208,975 29,975
External Investment Paols:

L5, Equity Mutual Funds $586,239  $15,561,534 35,624,091 51,771,864

Exchange-Traded Funds 3,372,839 3,372,839

Non-LLS, Equity Mutual Funds $3,039,969 17,074 416 182,534 20,296,979

L. 8. Fixed Income Mutual Funds 32,360,628, 445 977 3,400,438 36,211,043

Money Market Funds 1,108,445 1,108,445

Total Short-Term Securities and

fmestments, as of June 3G, 2007 $35,400,597 _ $17,660.665 _ $15561534 _ $448.577 $0 355816430 §124.989,202

Concentration of Credit Risk — the Foundation has no limit on the amount it
may invest in any one issuer. As of June 30, 2007, the Foundation did not
have more than 5% of its investments with any one issuer.

Custodial Credit Risk — for an investment, 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 of its investments or collateral securities that are in the
possession of an outside party. As of June 30, 2007 the Foundation had
$12,198,057 of securities which were at risk. The securities at risk relate to
$339,260 invested by the Student Saluki Club for the Foundation and
$11,858,797 of unrated money market funds and equities that are invested
with a financial institution.

Foreign Currency Risk — The Foundation had investments in five different non-
U.S. mutual funds. These funds invest in securities of various countries. The
Foundation's investment policy permits it to invest up to 15% of the total
endowment pool investments in foreign securities. This type of investment
provides diversity which can reduce investment risk.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements -
June 30, 2007

3. Receivables:

Continued

The only receivablés not expected to be collected within one year are $7,335,078

of net pledge receivables.

Capital Assets:

Following are the changes in capital assets for Fiscal Year 2007:

Balance Balance
June 30, June 30,
2006 Additicns Retirement 2007
Capital assets not being depreciated:
Construction in progress $3,128,386 3 - $(3,128,386) 3 -
Capital assets being depreciated:
Furniture, fixtures and equipment 345,925 19,795 {20,336) 345,384
Less accumulated depreciation for
furniture, fixtures and equipment (319,048) (11,773) 19,875 (310,846)
Capital assets heing depreciated, net 26,877 8,022 (461) 34,438
Capital assets, net $3,155,263 $ 8,022 $(3,128,847) $ 34,438

Construction in progress balance was associated with the construction of the

Troutt-Wittmann center for athletes. The

Foundation received restricted funds

from a donor to build the center. The building costs were transferred to SIU when
the donor restrictions were fulfilled and the project was completed.

Acquired Intangible Assets:

As of June 30, 2007:

Gross Carrying Accumulated
Amount Amortization

Amortized intangible assets
Patent $ 4,970,000 $ 1,264,821
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued

June 30, 2007

5. Acquired Intangible Assets: - Continued

This amount is included in other assets in the accompanying statement of net

assets:

Aggregate Amortization Expense:

For year ended 06/30/07

Estimated Amortization Expense:

For year ended 06/30/08
For year ended 06/30/09
For year ended 06/30/10
For year ended 06/30/11
For year ended 06/30/12

6. Long-Term Liabilities:

Long-term liability activity for Fiscal Year 2007 is as follows:

Mortage payable
Other liabilities
Annuities payable
Agency funds payable
Deposits held for others
Other accrued liabilities
Total other liabilities

Total Long-Term Liabilities

7. Notes Payable:

$357,126

$357,126
$357,126
$357,126
$357,126
$357,126

Balance Balance Amounts
June 30, June 30, due within
2006 Additions Reductions 2007 one year
$ 416,124 3 - $ (161,558) $ 254,566 $ 166,472
3,705,877 1,854,895 (1,805,249) 3,755,523 502,814
1,828612 530,065 {114,241} 2,243,736 -
359,340 67,901 {24,727} 402,514 -
28,774 17,453 {13,246) 30,981 22,483
5,920,603 2,470,314 (1,958,163) 6,432,754 525,297
$ 6,336,727 $ 2,470,314 $(2,119,721) $ 6,687,320 $ 691,769

A. Mortgage Payable: The Evergreen Terrace housing project (see Note 12)
was financed by a 3% FHA mortgage, payable monthly with the final payment
due in 2009. Thirty-eight acres of land, buildings and improvements, with a
carrying value of $4,161,703, are pledged as collateral for this mortgage. As
described in Note 12, the property is leased to SIU under the terms of a direct
financing lease and the assets are reflected in SIU’s financial statements.
Equal monthly interest and principal payments of $14,319 are due during fiscal

2008.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

7. Notes Payable: - Continued

B. Maturity Information: The scheduled maturities of the mortgage payable are

as follows:
Total
Principal Interest Payments
2008 $ 165,472 $ 5,361 $ 171,833
2009 88,094 797 88,891
Totals $ 254,566 $ 6,158 $ 260,724

8. Annuities Payable:

The following summarizes annuities payable transactions for the Fiscal Year
2007:

Balance, July 1, 2006 $ 3,705877
Annuity Funds:
Investment income 771,587
Payments to annuitants (373,573)
Adjustment for actuarial liabitity (453,130)
Life Income Funds:
Investment income 367,409
Payments to recipients (128,686)
Adjustment for actuarial liability © (254,425)
Liability portion of funds
established during current year 120,464
Balance, June 30, 2007 $ 3,755,523

An additional adjustment for actuarial liability in the amount of $24,041 was made
for the deposits held for others.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes {o Basic Financial Statements - Continued
June 30, 2007
9. Agency Funds Payable:

The following summarizes agency funds payable transactions for the Fiscal Year
2007;

Balance, July 1, 2006 $ 1,828612

Annuity Funds:
Net investment income . 316,321
Payments to SfUJ (69,797)
Liability portion of funds
established during current year 168,600
Balance, June 30, 2007 $ 2243736

10.Retirement Plan:

All full-time Foundation personnel are SIU employees. Retirement benefits and
post-retirement benefits other than pension are available for eligible SIU
employees under a contributory retirement plan (the “Plan”) administered by the
State Universities Retirement System. Participants of the Plan contribute eight
percent of their gross earnings, and SIU annually contributes an amount
determined by the State Legislature from State appropriations and amounts from
other current funds based on actuarially determined rates. Information pertaining
to the Plan and Plan benefits can be found in the SIU financial statements. The
Foundation does not own any of the Plan assets and has no responsibility for the
Plan obligations.

During the year ended June 30, 2007, SiU contributed $184,422 to the Plan on
behalf of Foundation personnel. This amount is included in theé amounts shown
as Budget allocation from SIU and Budget expended at SIU in the accompanying
Statement of Revenues, Expenses, and Changes in Net Assets.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

11.Fees:

A. Investment and Overhead Recovery Fee:

The Foundation receives a 1% investment fee on endowment funds, which is
computed quarterly by using the fair value of the pool as of the prior quarter
end. The fee was $765,380 for Fiscal Year 2007.

B. Supplement Fee:

Beginning July 1, 2004, the University and Foundation assessed a six percent
Supplement Fee on gifts of cash and securities. Five percent is retained by
the University and Foundation for support of the Southern @ 150 strategic
initiative to increase private support. The remaining one percent is provided to
the college/department for which the contribution was restricted to support
their advancement efforts. The Foundation’s portion of the supplement fee
was $509,941 for Fiscal Year 2007.

12.Transactions With Related Parties:

The Foundation has entered into a master contract with the Board of Trustees of
SIU which specifies the relationship between the two organizations in accordance
with the Legislative Audit Commission’s University Guidelines, 1982 and
amended in 1997. Among the provisions of the contract is a requirement that the
Foundation and SIU will provide services to each other to be reimbursed on an
actual cost basis up to approved budgetary limits. During the year ended June
30, 2007, the Foundation provided fund-raising services on behalf of SIU with a
portion of the Foundation’s fund raising costs being reimbursed by SIU through in-
kind payment. Total reimbursable costs satisfied through in-kind payments were
$33,809 for rental of office space, $15900 for equipment/contractual
services/telecommunication, and $9,500 for Office of the Comptroller, Accounts
Payable Office and Purchasing Office. These in-kind payments are not reflected
in the accompanying financial statements.

Pursuant to GASB and the Master Contract, the Foundation is required to
recognize as revenue and expense those in-kind payments for salaries and fringe
benefits made by the University for personnel of the Foundation as part of the fee
for services. These amounts are reflected as Budget allocation from SIU and
Budget expended at SIU in the accompanying Statement of Revenues,
Expenses, and Changes in Net Assets.
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SOUTHERN ILLINOIS UNIVERSITY FOUNDATION (at Carbondale)

Notes to Basic Financial Statements - Continued
June 30, 2007

12. Transactions With Related Parties: - Continued

In accordance. with its corporate purposes, the Foundation solicits and accepts

contributions for SIU. The Foundation receives cash contributions, which a

re

recorded in the Foundation’s books. Certain of these contributions are turned

over to SiU in the form of scholarships, cash grants or expenditures for the benefit

of SIU. The Foundation also receives certain non-cash contributions, which a
recorded on the Foundation’s books and then turned over to SIU.

The Foundation leases the Evergreen Terrace housing project, which consists
thirty-eight acres of land, including buildings and improvements, to SIU under

re

of
a

lease agreement through the year 2009. This lease has been classified and

accounted for as a direct financing lease in the accompanying statement of net
assets at the gross investment (minimum lease payments) less unearned interest

income. The terms of the lease provide for annual rental with renewal options. At

the conclusion of the lease, SIU may purchase the project from the Foundation for

one dollar. The annual rental is equal to the amount of principal and interest

payments, and deposits to the repair and replacement reserve and haza

rd

insurance escrow funds, as required by the Federal Housing Administration

(‘FHA"), the mortgagee. Future minimum lease payments to be received a

re

consistent with the Foundation's mortgage note maturities, as described in Note

7B.

During the year ended June 30, 2007, the Foundation paid $136,612 to the
Association of Alumni, Former Students and Friends of Southern lliinois University
(at Carbondale) (the “Association”) to assist the Association in its support for SIU,
relating primarily to the cost of printed materials distributed by the Association.
During the year, the Association granted $7,093 to various SIU Foundation

restricted accounts. These accounts benefit SIU by providing funding for

department operations and scholarships.

The Foundation also received several grants from the University totaling $4,983.
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A\ Crowe

Crowe Chizek and Company LLC
Member Horwath 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 Illinois

and the Board of Directors

Southern Ilinois University Foundation (at Carbondale)

As Special Assistant Auditors for the Auditor General, we have audited the basic financial
statements of Southern Illinois University Foundation (at Carbondale) (the “Foundation”) as of
and for the year ended June 30, 2007, and have issued our report thereon dated November 16,
2007. 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 the Foundation’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing effectiveness of
the Foundation’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Foundation’s internal control over financial reporting,

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our 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
are currently conducting a State compliance examination of the Agency as required by the linois
State Auditing Act. The results of that examination will be reported to management under
separate cover.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Foundation’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.

We are currently conducting a State compliance examination of the Association as required by
the Illinois State Auditing Act, The results of that examination will be reported to management
under separate cover.

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

Assembly, the Legislative Audit Commission, the Governor, and the Board of Directors and
Management of Southern Illinois University Foundation, and is not intended to be and should

not be used by anyone other than these specified parties.
4;4/&" %&%yﬂd Af«y 2

Crowe Chizek and Company LLC

Chicago, lllinois
November 16, 2007
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