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Dr. Alvin Goldfarb
President

Western Illinois University
1 University Circle
Macomb IL 61455

Dear Dr. Goldfarb:

I am submitting herewith the annual report of the financial operations of Western Illinois University
for the fiscal year ended June 30, 2007. This report consists of a condensed summary of the financial
status of this institution.

The financial statements as of June 30, 2007 and for the year then ended, have been audited by E.C.
Ortiz & Co., LLP, independent auditors, as stated in their report appearing herein. Their audit was
conducted under the supervision of the office of the Auditor General for the State of Illinois.

Respectfully submitted,
N
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Jackie Thompson
Vice President for
Administrative Services
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Vice President for Administrative Services
Sherman Hall 200, 1 University Circle, Macomb, 1. 61455-1390
Phone 309.298.1800 Fax 309.298.1802



E.C. ORTIZ & CO,, LLP

CERTIFIED PUBLIC ACCOUNTAINTS

INDEPENDENT AUDITORS’ REPORT

Honorable William G. Holland
Auditor General
State of Illinois

and

The Board ofTrustees
Western Illinois University

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
financial statements of Western Illinois University (University) and its discretely presented
component unit, collectively a component unit of the State of Illinois, 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 University’s management. Our responsibility is to express an opinion on
these financial statements based on our audit. The prior year partial comparative information
has been derived from the University’s 2006 financial statements, which were audited by
other independent auditors whose report dated November 2, 2006, expressed an unqualified
opinion on those 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 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of Western Illinois University and of its discretely
presented component unit as of June 30, 2007, 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.

In accordance with Government Auditing Standards, we have also issued our report dated
February 15, 2008 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
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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 Managements Discussion and Analysis as listed in the table of contents is not a required
part of the basic financial statements, but is supplementary infonnation 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.

.. GL.

Chicago, Illinoisa
February 15, 2008
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Management’s Discussion and Analysis

This section of the Western Illinois University (University) annual financial report presents
management’s discussion and analysis (MD&A) of the financial performance of the University
during the fiscal year ended June 30, 2007. This discussion should be read in conjunction with
the accompanying financial statements and footnotes. The discussion and analysis are designed
to focus on current activities, resulting change and current known facts. The financial
statements, footnotes and this discussion are the responsibility of University management.

This MD&A focuses on the University. The University’s component unit, Western Illinois

University Foundation (Foundation), issues separate financial statements that may be obtained at
the Foundation’s administrative office as summarized in Note 1.

Using the Financial Report

The University’s annual report includes three financial statements: the Statement of Net Assets;
the Statement of Revenues, Expenses and Changes in Net Assets; and the Statement of Cash
Flows. The financial statements are prepared in accordance with generally accepted accounting
principles promulgated by the Governmental Accounting Standards Board (GASB).

The financial statements focus on the financial position, changes in financial position and cash
flows of the University as a whole. They are prepared under the accrual basis of accounting.
Assets and liabilities are categorized as current (due within one year) and noncurrent (due in
greater than one year). Current year revenues and expenses are recognized when earned or
incurred, regardless of when cash is exchanged. Revenues and expenses are reported as either
operating or nonoperating. Significant recurring sources of the University’s revenues, including
State appropriations, gifts and investment income, are nonoperating as defined by GASB.
Scholarship discounts and allowances applied to student accounts are shown as a reduction of
tuition and fee revenue and auxiliary enterprise revenue while stipends and other payments made
directly to students are presented as student aid expenses. Depreciation is considered an
operating expense and capital assets are reported at cost less accumulated depreciation.

Statement of Net Assets

The Statement of Net Assets presents the financial position of the University at the end of the
fiscal year and includes all assets and liabilities. The difference between total assets and total
liabilities, net assets, is one indicator of the financial condition of the University, while the
change in net assets over time determines whether the financial health of the University is
improving. Non-financial factors such as enrollment levels and the condition of facilities are
relevant when assessing the overall health of the University. Net assets are divided into three
major categories, as follows: invested in capital assets, net of related debt, provides the
University’s equity in capital assets; restricted net assets are available for expenditure by the
institution, but must be spent for purposes as determined by law, donors and/or external entities



that have placed time or purpose restrictions on the use of the assets; and unrestricted net assets
are available to the University for any lawful purpose of the institution.

A comparative summary of the condensed Statement of Net Assets for the years ended June

30, 2007 and 2006 is as follows:

Condensed Statement of Net Assets

2007 2006
Assets
Current assets 67,156,729 62,701,150
Capital assets, net of accumulated depreciation 135,028,693 128,939,107
Other assets 4,215,403 9,463,472
Total assets 206,400,825 201,103,729
Liabilities
Current liabilities 23,315,113 22,328,165
Noncurrent liabilities 70,097,338 73,859,174
Total liabilities 93,412,451 96,187,339
Net assets
Invested in capital assets, net of related debt 88,114,439 83,060,714
Restricted 1,955,012 1,990,095
Unrestricted 22,918,923 19,865,581

Total net assets $ 112,988,374 $ 104,916,390

The University’s financial position continues to remain strong at June 30, 2007 with assets of
$206.4 million and liabilities of $93.4 million. Net assets, the difference between total assets and
total liabilities, increased by $8.1 million or 7.7% over the previous year.

Total assets increased by $5.3 million or 2.6% during fiscal year 2007. This growth is largely
due to an increase in capital assets of $6.1 million as several projects are in progress or near
completion. The University held more funds in cash and cash equivalents in the current year as
compared to the previous year. Cash and cash equivalents totaled $39.5 million at June 30,
2007 compared to $29.0 million at June 30, 2006 for an increase of $10.5 million. This increase
was offset by a $9.9 million decrease in investments. Inventory balances decreased by $0.9
million.

Total liabilities decreased by $2.8 million or 2.9% during fiscal year 2007. Revenue bonds
payable decreased $3.0 million from principal payments. This decrease was offset by an
increase of $1.3 million in accounts payable and $1.6 million in deferred revenues.



Statement of Revenues, Expenses and Changes in Net Assets

The Statement of Revenues, Expenses and Changes in Net Assets presents the University’s
changes in financial position. Revenues and expenses are classified as operating or
nonoperating. A public University’s dependency on State appropriations and gifts usually results
in operating deficits because the GASB reporting standards classify these revenue sources as
nonoperating.

A comparative summary of the condensed Statement of Revenues, Expenses and Changes in Net
Assets for the years ended June 30, 2007 and 2006 is as follows:

Condensed Statement of Revenues, Expenses and Changes in Net Assets

2007 2006
Total operating revenues $140,542,399 $132,321,560
Total operating expenses (224,581,692) (212,694,364)
Operating loss (84,039,293) (80,372,804)
Nonoperating revenues 92,348,481 87,141,578
Nonoperating expenses (2,655,171) (2,481,552)
Income before other revenues, expenses, gains or losses 5,654,017 4,287,222
Capital state appropriations 2,417,967 3,152,373
Increase in net assets 8,071,984 7,439,595
Net assets, beginning of year 104,916,390 97,476,795
Net assets, end of year $112,988,374 $104,916,390

Total revenues increased by $12.7 million (5.7%) to $235.3 million. The primary sources of
funding for academic programs are student tuition and State appropriations. In fiscal year 2007,
tuition revenues increased by $6.3 million due in part to an annual increase for tuition and fee
rates as approved by the Board of Trustees. Investment income increased by $1.5 million as
unspent capital financing proceeds were invested with maturity dates to meet construction
project needs.

Total expenses increased by $12.1 million (5.6%) to $227.2 million. Most functional areas
experienced increased expenses during fiscal year 2007.



For the fiscal year ended June 30, 2007, all sources of revenues totaled $235.3 million. The
following is a graphical illustration of revenues by source:

Operating and Nonoperating Revenues

Auxiliary enterprises, net
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educational departments
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For the fiscal ended June 30, 2007, expenses totaled $227.2 million. The following is a graphical
illustration of expenses:
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Statement of Cash Flows

The Statement of Cash Flows presents information related to the University’s cash receipts and
disbursements during the fiscal year. This provides an assessment of the University’s ability to
generate future cash flows and meet obligations as they come due.

A comparative summary of the condensed Statement of Cash Flows for the years ended June
30, 2007 and 2006 is as follows:

Condensed Statement of Cash Flows

2007 2006

Cash provided by (used in):

Operating activities $(39,486,482) $(53,452,459)

Noncapital financing activities 54,805,599 56,700,016

Capital and related financing activities (18,719,817) 4,402,233

Investing activities 13,897,671 (21,184,585)
Net increase (decrease) in cash and cash equivalents 10,496,971 (13,534,795)
Cash and cash equivalents - beginning of the year 28,966,828 42,501,623
Cash and cash equivalents - end of the year $ 39,463,799 $ 28,966,828

Major sources for operating activities were tuition and fees, grants and contracts and auxiliary
enterprises. Payments for employee salaries and benefits, goods and services and scholarships
and fellowships continue to comprise the major use of operating funds. Cash used in operating
activities decreased by $14.0 million.

Cash inflows from noncapital financing activities consist primarily of State appropriations which
increased slightly from the prior year.

Funds allocated for the acquisition and construction of capital assets increased by $5.6 million.
Several major construction projects are in progress or near completion leading to a significant
increase in outflows from capital financing activities.

Cash provided by investing activities increased by $35.1 million as more funds were held in cash

and cash equivalents throughout the fiscal year.

Capital Assets and Debt Administration

At the end of fiscal year 2007, the University had $306.3 million invested in capital assets, and
accumulated depreciation of $171.2 million. Depreciation expense for the current year was
$10.0 million.

Several major construction projects are underway. Projects partially funded by the Series 2005
Certificates of Participation proceeds of $10.3 million are renovations to the student section of





