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Independent Auditor’s Report

Board of Trustees
Board of Trustees of Wichita State University
Wichita, Kansas

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Board of Trustees of Wichita State University (Board), a component unit of Wichita
State University, as of and for the year ended June 30, 2018, and the related notes to the financial
statements, which collectively comprise the Board’s basic financial statements listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Board’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Board’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Pra)g[;y',:
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Board as of
June 30, 2018, and the respective changes in financial position thereof and the general fund budgetary
comparison for the governmental funds for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis listed in the table of contents be presented to supplement the
basic financial statements. Such information, although not part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic
or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Board’s basic financial statements. The accompanying supplementary
information, as listed in the table of contents, is presented for purposes of additional analysis and is
not a required part of the basic financial statements. The accompanying supplementary information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the basic financial statements as a whole.

BED Lwp

Wichita, Kansas
September 21, 2018



Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Management’s Discussion and Analysis
Year Ended June 30, 2018

Introduction

Our discussion and analysis of the Board of Trustees of Wichita State University (Board) financial
performance provides an overview of the Board’s financial activities for the fiscal year ended June 30,
2018. We encourage readers to consider the information presented here in conjunction with additional
information provided in the basic financial statements.

The Board is a governmental entity responsible for the management of the mill levy monies arising out of
the tax levy upon the citizens of Sedgwick County, Kansas and was established for the education
enrichment purposes of Wichita State University (WSU) as a whole, including all the colleges and
branches or divisions thereof as well as all the facilities and activities thereof, consistent with the
objectives, operation and management of WSU. The Board is also responsible for the endowed funds of
the University of Wichita (University) before the University became a state institution in 1964.

Financial Highlights

The Board’s net position increased by $1.4 million or approximately 6.4% from 2017. During the year,
the Board had total revenue of $11.70 million and total expenditures of $10.30 million. Revenue
increased by $1.32 million over 2017, mainly due to $1.2 million in donations to the Board’s scholarship
funds held at the Foundation. In 2017, the Board gave a one-time $2.5 million contribution to the
Foundation to help fund a new Student Athlete Success Center. During 2018, expenditures for
scholarships increased $500 thousand, interest increased $285 thousand and depreciation increased $168
thousand. The Board also contributed $600 thousand to the University for the 18" Street Infrastructure
Project. Taking all of these items together, expenditures decreased $900 thousand.

Overview of Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the Board’s basic financial
statements. These basic financial statements are composed of three components: 1) government-wide
financial statements, 2) fund financial statements and 3) notes to the financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Board’s finances in a manner similar to a private-sector business. The statement of net position presents
information on all of the Board’s assets and liabilities, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the Board is improving or deteriorating. The statement of activities presents
information showing how the Board’s net position changed during the year. All changes in net position
are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some items that will
result in cash flow changes only in future fiscal periods (for example, salaries and benefits earned but
unpaid as of year-end).



Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Board, like other local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. Governmental
funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. The Board maintains two governmental funds: the general fund

and the permanent fund.

The Board adopts an annual mill levy budget. A budgetary comparison has been provided for the mill
levy as supplemental information to the financial statements.

Notes to Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in

the basic financial statements.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the Board’s financial position.
In the case of the Board, as of June 30, 2018, net assets increased by $1.4 million and liabilities decreased

by $547 thousand from June 30, 2017.

Assets
Cash
Cash available from county treasurer
Cash held by county treasurer in escrow
Cash held for project fund
Investments
Investments managed by related party
Depreciable capital assets, net

Total assets
Liabilities
Accrued liabilities
Capital lease/long-term obligations

Due within one year
Due beyond one year

Total liabilities
Deferred Inflow of Resources

Net Position
Net investment in capital assets
Unrestricted
Restricted
Expendable
Nonexpendable

Total net position

Total liabilities, deferred inflow
of resources and net position

Increase

2018 2017 (Decrease)

$ 4,086,723 $ 3,677,516 $ 409,207
3,926,963 3,745,317 181,646
1,114,451 1,055,995 58,456
- 2,531,137 (2,531,137)

4,342,586 4,243,607 98,979
7,739,931 6,313,052 1,426,879
49,589,184 48,400,926 1,188,258
$ 70,799,838 $ 69,967,550 $ 832,288
$ 795,789 $ 644,966 $ 150,823
572,053 698,138 (126,085)
45,466,488 46,038,541 (572,053)
46,834,330 47,381,645 (547,315)
750,647 771,498 (20,851)
2,799,996 3,423,886 (623,890)
8,804,788 8,185,251 619,537
6,027,219 5,801,090 226,129
5,582,858 4,404,180 1,178,678
23,214,861 21,814,407 1,400,454
$ 70,799,838 $ 69,967,550 $ 832,288




Net assets increased $1.4 million as a result of $2.46 million spent on Innovation Campus infrastructure
which increased depreciable capital assets but decreased cash held for project fund. Investments held by
the Foundation also increased $1.43 million. Total liabilities decreased $547 thousand mainly due to
principal payments of $698 thousand made on the capital lease.

Increase
2018 2017 (Decrease)
General Revenue
Gifts and contributions $ 1,240,714 $ 3,300 $ 1,237,414
Contributions from related entities 12,500 12,500 -
Property tax 7,916,417 7,568,904 347,513
Investment return and rentals, net 896,425 1,120,564 (224,139)
Miscellaneous 20,851 65,415 (44,564)
10,086,907 8,770,683 1,316,224
Program Revenue
Experiential engineering building grant 1,619,078 2,200,000 (580,922)
Total revenue 11,705,985 10,970,683 735,302
Expenses/Expenditures
Scholarships 4,829,196 4,337,374 491,822
Other student support - 2,500,000 (2,500,000)
Economic and community development 606,024 605,237 787
Depreciation 1,352,127 1,184,623 167,504
General and administrative 166,678 115,802 50,876
University support 600,000 - 600,000
WSU Tech support 800,000 800,000 -
Interest 1,951,506 1,665,882 285,624
Total expenses/expenditures 10,305,531 11,208,918 (903,387)
Revenues Over (Under) Expenses/Expenditures $ 1,400,454 $ (238,235) $ 1,638,689

The $1.3 million increase in General Revenue between fiscal years 2017 and 2018 resulted primarily from
the $1.2 million in gifts received and held at Foundation.

Expenditures decreased by $900 thousand between fiscal years 2017 and 2018. The one-time $2.5
million gift given in 2017 to help fund a new Student Athlete Success Center was partially offset
by a $0.5 million increase in scholarships and a $0.6 million expenditure for infrastructure on the
Innovation Campus as well as increases in interest and depreciation.



Capital Assets

As of June 30, 2018, the Board had $79.0 million invested in capital assets.

2018 2017

Depreciable capital assets
Buildings $ 3,781,454 $ 3,781,454
Furniture & fixtures 78,515 -
Infrastructure 2,461,870 -
Capitalized lease properties 72,631,455 72,631,455
78,953,294 76,412,909
Less accumulated depreciation 29,364,110 28,011,983
Depreciable capital assets, net $ 49,589,184 $ 48,400,926

Capitalized leased properties are improvements used to support the operations of WSU. The
improvements were made utilizing proceeds from current or prior bond obligations. Leases on these
improvements serve as collateral for outstanding long-term obligations.

Debt Administration

At June 30, 2018, the Board had $46.0 million in capital lease obligations outstanding versus $46.7
million capital lease obligations at June 30, 2017.

2018 2017
Capital lease/long-term obligations
Due within one year $ 572,053 $ 698,138
Due beyond one year 45,466,488 46,038,541
Total long-term obligations $ 46,038,541 $ 46,736,679

In February 2017, the Board made the final payment on the Series 2013-1 bonds. The Series 2014-3 and
Series 2014-4 were issued in December 2014 and originally recorded as outstanding bonds. During 2017,
the substantially completed construction in process related to the Experiential Engineering Project and the
Series 2014-3 and Series 2014-4 revenue bonds were transferred to the Sedgwick County Public Building
Commission and replaced with a capital lease obligation.

Economic Factors and Next Year’s Budget
The Board’s appointed trustees considered many factors prior to adopting the fiscal year 2019 budget.

The major factor that influences the budget for fiscal year 2019 is the anticipated level of tax revenue
received from Sedgwick County. The source of the tax revenue is property taxes from the 1.5 mill levy
assessed on the valuation of taxable property in Sedgwick County. The executive director of the Board of
Trustees works with officials of the City of Wichita and Sedgwick County to determine the estimated
revenue for the next budget year.

Request for Information

This financial report is designed to provide a general overview of the Board’s finances for all those with
an interest in the Board. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to Troy Bruun, Associate Vice President, at
316.978.5585.



Board of Trustees of Wichita State University

(A Component Unit of Wichita State University)

Governmental Funds Balance Sheet/Statement of Net Position
June 30, 2018

Assets
Cash
Cash available from county treasurer
Cash held by county treasurer in escrow
Investments
Investments managed by related party
Depreciable capital assets, net

Total assets

Liabilities
Accrued liabilities
Capital lease obligation
Due within one year
Due beyond one year

Total liabilities
Deferred Inflow of Resources

Fund Balances
Fund balances
Nonspendable
Endowment fund principal
Committed
Maintenance Fund
Assigned
Internally designated funds
Restricted-expendable for scholarships
and other student support
Unassigned
General fund

Total fund balances

Total liabilities and fund balances

Net Position
Net investment in capital assets
Unrestricted
Restricted
Expendable
Nonexpendable

Total net position

Total liabilities, deferred inflow
of resources and net position

See Notes to Basic Financial Statements

Total
General Permanent Governmental
Fund Fund Funds
$ 4,086,723 $ - $ 4,086,723
3,926,963 - 3,926,963
1,114,451 - 1,114,451
- 4,342,586 4,342,586
- 7,739,931 7,739,931
$ 9,128,137 $ 12,082,517 $ 21,210,654
$ 795,789 $ - $ 795,789
795,789 - 795,789
- 5,582,858 5,582,858
- 472,440 472,440
10,901,873 - 10,901,873
- 6,027,219 6,027,219
(2,569,525) - (2,569,525)
8,332,348 12,082,517 20,414,865
$ 9,128,137 $ 12,082,517 $ 21,210,654




GASB 34
ltems Statement of
(Note 1) Net Position

$ - $ 4,086,723
- 3,926,963
- 1,114,451
- 4,342,586
- 7,739,931
49,589,184 49,589,184

$ 49,589,184 $ 70,799,838

$ - $ 795789
572,053 572,053
45,466,488 45,466,488
46,038,541 46,834,330
750,647 750,647
(5,582,858) -
(472,440) -

(10,901,873) -

(6,027,219) -
2,569,525 -
(20,414,865) -
26,374,323 47,584,977
2,799,996 2,799,996
8,804,788 8,804,788
6,027,219 6,027,219
5,582,858 5,582,858
23,214,861 23,214,861

$ 49,589,184 $ 70,799,838




Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)

Statement of Governmental Fund Revenues, Expenditures and
Changes in Fund Balance/Statement of Activities

Year Ended June 30, 2018

General Revenue
Gifts and contributions
Contributions from related entities
Property tax
Investment return and rentals, net
Miscellaneous

Program Revenue

Experiential engineering building grant

Total revenue

Expenses/Expenditures

Scholarships and other student support
Economic and community development

Depreciation

General and administrative
University support services
WSU Tech support
Capital outlays

Interest

Principal debt payments

Total expenses/expenditures

Revenue over (under)
expenses/expenditures

Other Financing Sources
Capital lease

Change in Net Position/Fund Balance

Total Net Position/Fund Balance - Beginning

of the Year

Total Net Position/Fund Balance - End
of the Year

See Notes to Basic Financial Statements

Total
General Permanent Governmental
Fund Fund Funds
- $ 1,240,714 $ 1,240,714
- 12,500 12,500
7,916,417 - 7,916,417
68,148 828,277 896,425
7,984,565 2,081,491 10,066,056
1,619,078 - 1,619,078
9,603,643 2,081,491 11,685,134
4,578,341 250,855 4,829,196
397,799 208,225 606,024
70,125 96,553 166,678
600,000 - 600,000
800,000 - 800,000
2,540,385 - 2,540,385
1,951,506 - 1,951,506
698,138 - 698,138
11,636,294 555,633 12,191,927
(2,032,651) 1,525,858 (506,793)
(2,032,651) 1,525,858 (506,793)
10,364,999 10,556,659 20,921,658
$ 8,332,348 $ 12,082,517 $ 20,414,865




GASB 34

Items Statement of
(Note 1) Activities

$ - $ 1,240,714

- 12,500

- 7,916,417

- 896,425

20,851 20,851

20,851 10,086,907

- 1,619,078

20,851 11,705,985

- 4,829,196

- 606,024

1,352,127 1,352,127

- 166,678

- 600,000

800,000

(2,540,385) -

- 1,951,506

(698,138) -

(1,886,396) 10,305,531

1,907,247 1,400,454

1,907,247 1,400,454

892,749 21,814,407

$ 2,799,996 $ 23,214,861




Board of Trustees of Wichita State University

(A Component Unit of Wichita State University)

Statement of Mill Levy Fund Revenue, Expenditures and Changes

in Fund Balance — General Fund — Budgetary Basis
Year Ended June 30, 2018

General Revenue
Property tax

Total revenue

Expenditures
Scholarships and other student support
Economic and community development
General and administrative
Contingency
WSU Tech support
Campus development

Total expenditures

Other Financing Sources (Uses)
Transfers

Revenue Under Expenditures

See Notes to Basic Financial Statements

Current Current Budget
Year Year Variance
Mill Levy Mill Levy Positive
Budget Actual (Negative)
$ 8,153,926 7,734,771 $ (419,155)
8,153,926 7,734,771 (419,155)
4,213,469 4,213,469 -
446,000 397,799 48,201
77,396 65,885 11,511
300,000 - 300,000
800,000 800,000 -
2,317,061 - 2,317,061
8,153,926 5,477,153 2,676,773
- (2,257,618) (2,257,618)
$ - - $ -
9



Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Notes to Basic Financial Statements
June 30, 2018

Note 1:  Organization and Summary of Significant Accounting Policies

Reporting Entity

Board of Trustees of Wichita State University (Board) is a governmental entity responsible for the
management of the mill levy monies arising out of the tax levy upon the citizens of Sedgwick
County, Kansas and was established for the education enrichment purposes of Wichita State
University (WSU) as a whole, including all the colleges and branches or divisions thereof as well
as all the facilities and activities thereof, consistent with the objectives, operation and management
of WSU. The Board is also responsible for the endowed funds of the University of Wichita
(University) before the University became a state institution in 1964.

The Board was established under State of Kansas statute 76-3a16 and for accounting purposes is a
component unit of WSU which is a component unit of the State of Kansas. The Board is not
financially accountable for any other organizations. The financial statements reflect the operations
of the Board and do not reflect the complete operations of WSU or the State of Kansas. As such,
the Board’s financial results are included in the State of Kansas’s Comprehensive Annual Financial
Report.

As required by accounting principles generally accepted in the United States of America, these
basic financial statements present the financial activities of the Board. The Board follows the
Governmental Accounting Standards Board (GASB) accounting pronouncements, which provide
guidance for determining the governmental activities, organizations and functions that should be
included within the financial reporting entity. GASB pronouncements set forth the financial
accountability of a governmental organization’s governing body as the basic criterion for including
a possible component governmental organization in the primary government’s legal entity.
Financial accountability includes, but is not limited to, appointment of a voting majority of the
organization’s governing body, ability to impose its will on the organization, a potential for the
organization to provide specific financial benefits or burdens and fiscal dependency.

Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the Board’s financial activities. Governmental activities are
normally supported by taxes and intergovernmental revenue.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. The government-wide financial statements are presented using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recognized when a liability is incurred, regardless of the timing of the
related cash flows.

10



Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Notes to Basic Financial Statements
June 30, 2018

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus,
the operating statement presents increases and decreases in net current assets and unassigned fund
balance is a measure of available spendable resources. This means that only current liabilities are
generally included on the governmental fund balance sheet.

The statement of net position does not equal the governmental funds balance sheet at June 30,
2018, due to net capital assets and certain liabilities that are not payable from available spendable
resources in the statement of net position. See discussion regarding GASB 34 Items column below.

Under the modified accrual basis of accounting, revenues are recognized as soon as they are both
measurable and available. Measurable means the amount of the transaction can be determined;
available means collectible within the current period, or soon enough thereafter, to pay liabilities of
the current period. Revenues are considered to be available if collected within 60 days after year-
end. Expenditures are recorded when the related fund liability is incurred and is expected to be
paid from available spendable resources.

GASB 34 Items Column

The GASB 34 Items column on the governmental funds balance sheet/statement of net position
represents the recording of capital assets, certain liabilities and deferred inflows of resources as
required by GASB 34 and other GASB pronouncements.

The GASB 34 Items column on the statement of governmental fund revenues, expenditures and
changes in fund balance/statement of activities is comprised of the following for the year ended
June 30, 2018:

Amounts reported for the General Fund are different
from the statement of net position because of:

Depreciable capital assets, net

of accumulated depreciation $ 49,589,184
Long-term obligations (46,038,541)
Long-term obligations - deferred gain (750,647)

Total GASB 34 Items amount $ 2,799,996

Amounts reported for the General Fund are different
from the statement of activities because of:

Depreciation expense $ 1,352,127
Capital outlays (2,540,385)
Principal debt payments (698,138)
Deferred gain (20,851)

Total GASB 34 Items amount $ (1,907,247)

11



Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Notes to Basic Financial Statements
June 30, 2018

Compliance

Budget

An annual budget is adopted on a basis consistent with budgetary basis. The budget is based on
receipts from the property tax mill levy and includes only the Mill Levy Fund and the Plant Fund
included in the Supplementary Information and therefore does not reconcile back to the basic
financial statements. The Board does not budget for the General Fund, only for the Mill Levy
Fund.

WSU prepares the annual budget for the mill levy and presents it to the Board for review and
approval. During the year ended June 30, 2018, the budget for the mill levy had been approved by
the Board, the City of Wichita, Sedgwick County and the Kansas Board of Regents. Total
expenditures for the mill levy may not legally exceed the amount appropriated.

Fund Financial Statements

In order to ensure observation of limitations and restrictions placed on the use of the resources
available to the Board, the accounts of the Board are maintained in accordance with the principles
of “fund accounting.” This is the process by which resources for various purposes are classified for
accounting and reporting purposes into funds that are in accordance with activities or objectives
specified. Separate accounts are maintained for each fund; however, in the accompanying financial
statements, funds that have similar characteristics have been combined into fund groups. For
financial reporting, the major funds have been grouped and are presented in this report as follows:

General Fund
The General Fund is further divided internally into the following:

Operating Fund — This fund is used to account for unrestricted revenue and related operations
of the Board and to acquire and maintain property.

Mill Levy Fund — This fund is comprised of monies arising out of the tax levy upon the
citizens of Sedgwick County, Kansas.

Permanent Fund

Endowment and similar funds — This fund is comprised of endowment, restricted and committed
funds. Endowment funds consist of investments or property, the principal of which is to remain
intact with only the income available for expenditure. Restricted funds are expendable for
scholarships and other student funds. Committed funds, while established by the Board for the
same purposes as endowment funds, may be expended at the discretion of the Board. Committed
funds in the Maintenance Fund are committed for facility maintenance.

12



Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Notes to Basic Financial Statements
June 30, 2018

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the Board to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities 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.

Risk Management

The Board is exposed to various risks of loss from torts; theft of, damage to and destruction of
assets; errors and omissions; and natural disasters. Commercial insurance coverage is purchased
for claims arising from such matters. No claims have exceeded the amounts of coverage provided
by these policies in any of the past three fiscal years.

Cash Available From County Treasurer

Cash available from county treasurer represents mill levy monies collected by Sedgwick County
and expected to be distributed to the Board by the end of calendar year 2018.

Investments and Investment Return

Investments are stated at fair market value. All realized and unrealized gains and losses are
accounted for in the fund which owned such asset.

Investment earnings (losses) consist of interest and dividend income and the net change for the year
in the fair value of investments carried at fair value.

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more are reported at
historical cost or estimated historical cost. Contributed assets are recorded at acquisition value as
of the date received. Additions, improvements and other capital outlays that significantly extend
the useful life of an asset are capitalized. Other costs incurred for repairs and maintenance are
expensed as incurred. Depreciation is provided on the straight-line method over the lease term for
capitalized lease properties. Depreciation on all other capital assets is provided on the straight-line
basis over the following estimated useful lives:

Buildings 20-50 years
Improvements 7-40 years
Machinery and equipment 5-10 years

13



Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Notes to Basic Financial Statements
June 30, 2018

Net Position

Net position of the Board is classified in four components. Net investment in capital assets, consist
of capital assets net of accumulated depreciation and reduced by the outstanding balances of
borrowings used to finance the purchase or construction of those assets. Restricted expendable net
position is noncapital assets that must be used for a particular purpose as specified by creditors,
grantors or donors external to the Board, including amounts deposited with trustees as required by
bond indentures, reduced by the outstanding balances of any related borrowings. Restricted
nonexpendable net position is noncapital assets that are required to be maintained in perpetuity as
specified by parties external to the Board, such as permanent endowments. Unrestricted net
position is remaining assets less remaining liabilities that do not meet the definition of net
investment in capital assets or restricted.

Fund Balance — Governmental Funds

The fund balances of the Board’s governmental funds are displayed in four components:

Nonspendable — Amounts that are not in a spendable form or are required to be maintained
intact.

Committed — Amounts that can be used only for the specific purposes as approved by the
Board. Commitments may be changed or lifted only by the Board taking the same formal
action that imposed the constraint originally.

Assigned — Amounts intended to be used by the Board for specific purposes as determined by
management. In governmental funds other than the General Fund, assigned fund balance
represents the amount that is not restricted or committed. This indicates that resources in
other governmental funds are, at a minimum, intended to be used for the purpose of that fund.

Unassigned — The residual classification for the General Fund and includes all amounts not
contained in the other classifications.

The Board considers restricted amounts to have been spent when an expenditure is incurred for
purposes for which both restricted and unrestricted fund balance is available. The Board applies
assigned amounts first and then unassigned amounts when an expenditure is incurred for purposes
for which amounts in any of those unrestricted fund balance classifications could be used.
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At June 30, 2018, internally designated funds were assigned in the following manner:

Scholarships and student support $ 6,319,083
Economic and community development 516,050
Campus development 2,862,738
Debt service 1,114,450
Operations 89,552

$ 10,901,873

Income Taxes

The Board is generally exempt from federal and state income taxes under Section 115 of the
Internal Revenue Code and a similar provision of state law. Accordingly, no provision for income
taxes is included in the financial statements.

Note 2:  Deposits, Investments and Investment Return

Deposits

Custodial credit risk is the risk that in the event of a bank failure, a government’s deposits may not
be returned to it.

State law requires collateralization of all deposits with federal depository insurance; bonds and
other obligations of the U.S. Treasury, U.S. agencies or instrumentalities or the state of Kansas;
bonds of any city, county, school district or special road district of the state of Kansas; bonds of
any state; or a surety bond having an aggregate value at least equal to the amount of the deposits.

At June 30, 2018, $3,836,723 of the Board’s bank balances of $4,086,723 were exposed to
custodial credit risk. Deposits are covered by federal depository insurance up to $250,000. The
excess is covered by collateral held in the pledging bank’s trust department in the Board’s name.
Fair value of pledged collateral is maintained at levels in excess of uninsured deposit balances.

Investments
The Board may legally invest in direct obligations of and other obligations guaranteed as to

principal by the U.S. Treasury and U.S. agencies and instrumentalities and in bank repurchase
agreements. It may also invest to a limited extent in corporate bonds and equity securities.

15
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it of Wichita State University)
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June 30, 2018

At June 30, 2018, the Board had the following investments and maturities:

Maturities in Years

Investment Type Fair Value Less than 1 1-5 Greater than 5
Money market funds $ 66,513 $ 66,513 $ - $ -
Fixed income mutual funds 1,213,653 17,279 268,137 928,237
Fixed income credit investments 260,445 - - 260,445
$ 83,792 $ 268,137 $ 1,188,682
Pooled investment (managed
by related party) 7,739,931
Equity mutual funds 2,213,597
Preferred stock 28,793
Common stock 559,585
$ 12,082,517
The following classifies investment type by purpose at June 30, 2018.
Cash Gore
Held for Endowed Maintenance Trust
Investment Type Projects Funds Funds Funds Total
Money market funds $ - $ - $ - $ 66,513 $ 66,513
Fixed income mutual funds - - - 1,213,653 1,213,653
Fixed income credit
investments - - - 260,445 260,445
Pooled investment - 7,267,904 472,027 - 7,739,931
Equity mutual funds - - - 2,213,597 2,213,597
Preferred stock - - - 28,793 28,793
Common stock - - - 559,585 559,585
Total investment $ - $ 7267904 $ 472027 $ 4342586 $ 12,082,517

Interest Rate Risk — As a means of limiting its exposure to fair value losses arising from rising
interest rates, the Wichita State University Foundation (Foundation) (see Note 7) investment policy
followed by the Board includes ongoing assessment of the composition of fixed income

investments to total investments.

Credit Risk — Credit risk is the risk that the issuer or other counterparty to an investment will not
fulfill its obligations. The Board requires investments to be maintained in accordance with the

Wichita State University Foundation

investment policy.
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Custodial Credit Risk — For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the Board will not be able to recover the value of its investment or
collateral securities that are in the possession of an outside party. Of the Board’s $12.08 million of
investments, $12.08 million (including $7.7 million managed by a related party) of the underlying
securities are held by the investment’s counterparty, not in the name of the Board, and are therefore
exposed to custodial credit risk.

Concentration of Credit Risk — The Board places no limit on the amount that may be invested in
any one issuer. At June 30, 2018, the Board’s investment in a pooled investment managed by a
related party constituted 64.1% of its total investments.

Summary of Carrying Values

The carrying values of deposits above are included in the governmental funds balance
sheet/statement of net position as follows:

Carrying value
Deposits $ 4,086,723

Note 3: Endowments and Similar Funds

The Board has established an investment policy with the objectives of protecting the principal of
these funds and maximizing total investment return without assuming extraordinary risks. It is the
goal of the Board to provide spendable income levels that are reasonably stable and sufficient to
meet budgetary requirements and to maintain a spending rate, currently established at 4.25%,
which ensures a proper balance between the preservation of corpus and enhancement of the
purchasing power of investment earnings. As of June 30, 2018, the Board had a total of $246,060
of net appreciation from investment of donor-restricted endowments available for expenditure.
This amount is reported in expendable restricted net position on the statement of net position. The
laws of the State of Kansas do not currently restrict the Board’s ability to spend net appreciation on
donor-restricted endowment funds.
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Note 4: Disclosures About Fair Value of Assets and Liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Fair value measurements
must maximize the use of observable inputs and minimize the use of unobservable inputs. There is
a hierarchy of three levels of inputs that may be used to measure fair value:

Level 1  Quoted prices in active markets for identical assets or liabilities

Level 2  Observable inputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the
full term of the assets or liabilities

Level 3 Unobservable inputs supported by little or no market activity and are significant to
the fair value of the assets or liabilities
Recurring Measurements

The following table presents the fair value measurements of assets and liabilities recognized in the
accompanying financial statements measured at fair value on a recurring basis and the level within
the fair value hierarchy in which the fair value measurements fall at June 30, 2018:

Fair Value Measurements Using
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
Money market funds $ 66,513 $ 66,513 $ - $
Fixed income mutual funds 1,213,653 1,213,653 -
Fixed income credit investments 260,445 260,445 -
Pooled investment 7,739,931 - 7,739,931
Equity mutual funds 2,213,597 2,213,597 -
Preferred stock 28,793 28,793
Common stock 559,585 559,585 -

$ 12,082,517 $ 4,342,586 $ 7,739,931 $
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Investments

Where quoted market prices are available in an active market, securities are classified within

Level 1 of the valuation hierarchy. If quoted market prices are not available, then fair values are
estimated by using quoted prices of securities with similar characteristics or independent asset
pricing services and pricing models, the inputs of which are market-based or independently sourced
market parameters, including, but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections and cash flows. Such securities are classified in
Level 2 of the valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not
available, securities are classified within Level 3 of the hierarchy. The Board has no investments
classified as Level 3.

Note 5: Capital Assets

Capital assets activity for the year ended June 30, 2018, was:

Beginning Ending
Balance Additions Disposals Balance
Depreciable capital assets

Buildings $ 3,781,454 $ - $ - $ 3,781,454
Furniture and fixtures - 78,515 - 78,515
Infrastructure - 2,461,870 - 2,461,870
Capitalized lease properties 72,631,455 - - 72,631,455
76,412,909 2,540,385 - 78,953,294
Less accumulated depreciation 28,011,983 1,352,127 - 29,364,110
Depreciable capital assets, net $ 48,400,926 $ 1,188,258 $ - $ 49,589,184

Note 6: Long-term Obligations

The following is a summary of long-term obligation transactions for the year ended June 30, 2018:

Beginning Payments/ Ending Current
Balance Additions Transfers Balance Portion
Capital lease obligation $ 46,736,679 $ - $ (698,138) _$ 46,038541 $ 572,053

During 2015, the Board issued Sedgwick County Public Building Commission Revenue Bonds,
Series 2014-3 and Series 2014-4 in the amounts of $38,895,000 and $6,050,000, respectively. The
Series 2014-3 bonds issued bear interest, payable semiannually, at nominal rates of 3.40% to 5.00%,
which begin August 2015 and continue until 2054. Annual principal payments begin February 2027
and continue until 2054. The bonds were sold at a premium of approximately $2.76 million, which
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reduces the effective interest rate on the bonds to approximately 4.25%. The Series 2014-4 bonds
issued bear interest, payable semiannually, at nominal rates of 1.95% to 3.90%, which begin August
2015 and continue until 2027. Annual principal payments begin February 2018 and continue until
2027. The proceeds from the bonds are held in money market accounts with Sedgwick County and
are restricted for the construction of the Experiential Engineering Project.

During 2017, the Experiential Engineering Building was substantially completed. The construction
in progress and Series 2014-3 and Series 2014-4 revenue bonds associated with the project were
transferred to the Sedgwick County Public Building Commission (PBC) at the fair value of the
building, totaling $46,736,679. Future payments will continue in accordance with the original
Series 2014-3 and Series 2014-4 revenue bonds noted above. The Board then leased the building
back from the PBC. The effective interest rate of this capital lease, based on the payment terms is
4.14%. The transfer resulted in a gain of $771,498. This gain is deferred and shown on the
statement of net position as a deferred inflow of resources and will be recognized over the
remaining term of the lease.

Aggregate annual maturities and sinking fund requirements of long-term debt at June 30, 2018, are:

Total
Year Ending Principal Interest Payments

2019 $ 572,053 $ 1,925,750 $ 2,497,803
2020 593,450 1,901,703 2,495,153
2021 613,155 1,882,081 2,495,236
2022 647,098 1,851,038 2,498,136
2023 675,341 1,823,885 2,499,226
Thereafter 42,937,444 34,477,609 77,415,053

$ 46,038,541 $ 43,862,066 $ 89,900,607

Note 7: Related Party Transactions

Certain assets related to endowed funds were transferred to the Foundation for management in
accordance with a management services agreement. Cash and certain investments were combined
with Foundation accounts. The amount of assets, consisting of investments, pooled with
Foundation accounts totaled $7,739,931 at June 30, 2018. The Foundation charges the Board an
annual fee of $12,500 for time spent by Foundation employees on Board business.

WSU paid $1,619,078 to the Board to help fund the Experiential Engineering Project and pay the
sublease payment.

During 2018, the Board contributed $600,000 to WSU for the 18" Street Infrastructure Project.
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Board of Trustees of Wichita State University
(A Component Unit of Wichita State University)
Schedule of Fund Assets, Liabilities and Fund Balances (Deficit)
(Including Capital Assets)

June 30, 2018

Cash Mill Levy Mill
Operating Flow Carryover Levy

Assets

Cash $ 7,665 $ 1,390,857 $ 9,503,351 $ (5,473,523)
Cash available from county treasurer - - - 3,926,963
Cash held by county treasurer

in escrow - - - -
Investments - - - -
Investments managed by

related party - - - -
Capitalized lease properties - - - -
Furniture and fixtures - - - -
Infrastructure - - - -
Buildings - - - -
Accumulated depreciation - - - -

Total assets $ 7,665 $ 1,390,857 $ 9,503,351 $ (1,546,560)

Liabilities and Fund Balances (Deficit)
Liabilities
Accrued liabilities $ - $ - $ - $ -
Capital lease - - - -

Total liabilities - - - -

Deferred Inflow of Resources - - - -

Fund Balances (Deficit)
Invested in capital assets - - - -
Restricted
Expendable - - - -
Nonexpendable - - - -
Unrestricted 7,665 1,390,857 9,503,351 (1,546,560)

Total fund balances (deficit) 7,665 1,390,857 9,503,351 (1,546,560)

Total liabilities and
fund balances (deficit) $ 7,665 $ 1,390,857 $ 9,503,351 $ (1,546,560)




Permanent GASB 34

Plant Fund Fund Items Total
$ (1,341,627) % - $ - $ 4,086,723
- - - 3,926,963
1,114,451 - - 1,114,451
- 4,342,586 - 4,342,586
- 7,739,931 - 7,739,931
- - 72,631,455 72,631,455
- - 78,515 78,515
- - 2,461,870 2,461,870
- - 3,781,454 3,781,454
- - (29,364,110) (29,364,110)
$ (227,176)  $12,082,517 $49,589,184 $70,799,838
$ 795,789 $ - $ - $ 795,789
- - 46,038,541 46,038,541
795,789 - 46,038,541 46,834,330
- - 750,647 750,647
- - 2,799,996 2,799,996
- 6,027,219 - 6,027,219
- 5,582,858 - 5,582,858
(1,022,965) 472,440 - 8,804,788
(1,022,965) 12,082,517 2,799,996 23,214,861
$ (227,176)  $12,082,517 $49,589,184 $70,799,838
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Cash Mill Levy Mill
Operating Flow Carryover Levy
Revenue
Gifts and contributions $ -8 - 8 - 3 -
Contributions from related entities - - - -
Property tax - - - 7,916,417
Investment return and net rentals 1 52,078 - -
Experiential engineering building grant - - 1,619,078 -
Miscellaneous - - - -
Total revenue 1 52,078 1,619,078 7,916,417
Expenses/Expenditures
Scholarships and other student support - - - 4,578,341
Economic and community development - - - 397,799
General and administrative 49,336 2,594 - 18,195
Universtiy support services - - 600,000 -
WSU Tech support - - - 800,000
Capital outlays - - - -
Interest - - - -
Principal debt payment - - - -
Depreciation expense - - - -
Total expenditures 49,336 2,594 600,000 5,794,335
Revenue over (under)
expenses/expenditures (49,335) 49,484 1,019,078 2,122,082
Transfers 43,096 - 202,109 (2,744,026)
Increase (Decrease) in Fund Balances (6,239) 49,484 1,221,187 (621,944)
Fund Balances (Deficit), Beginning of Year 13,904 1,341,373 8,282,164 (924,616)

Fund Balances (Deficit), End of Year $ 7,665 $ 1,390,857 $ 9,503,351

$ (1,546,560)




Permanent GASB 34

Plant Fund Fund ltems Total
$ - $ 1,240,714 $ - $ 1,240,714
- 12,500 - 12,500
- - - 7,916,417
16,069 828,277 - 896,425
- - - 1,619,078
- - 20,851 20,851
16,069 2,081,491 20,851 11,705,985
- 250,855 - 4,829,196
- 208,225 - 606,024
- 96,553 - 166,678
- - - 600,000
- - - 800,000
2,540,385 - (2,540,385) -
1,951,506 - - 1,951,506
698,138 - (698,138) -
- - 1,352,127 1,352,127
5,190,029 555,633 (1,886,396) 10,305,531
(5,173,960) 1,525,858 1,907,247 1,400,454
2,498,821 - - -
(2,675,139) 1,525,858 1,907,247 1,400,454
1,652,174 10,556,659 892,749 21,814,407
$(1,022,965) $12,082,517 $ 2,799,996 $23,214,861
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General Revenue
Property tax
Investment earnings and net rentals
Experiential engineering building grant

Total revenue

Expenditures
Scholarships and other student support
Economic and community development
General and administrative
Contingency
University support services
WSU Tech support
Campus Development
Debt service - principal payments
Debt service - interest payments

Total expenditures
Revenue over (under) expenditures

Other Financing Sources (Uses)
Transfers

Revenues over expenditures
Total Fund Balance - Beginning of the Year

Total Fund Balance - End of the Year

Current Current Mill Levy
Year Year Carryover
Mill Levy Mill Levy Prior Years
Budget Actual Actual
$ 8,153,926 $ 7,734,771 $ -
8,153,926 7,734,771 -
4,213,469 4,213,469 364,872
446,000 397,799 -
77,396 65,885 -
300,000 - -
- - 600,000
800,000 800,000 -
2,317,061 - -
8,153,926 5,477,153 964,872
- 2,257,618 (964,872)
- (2,257,618) -
- - (964,872)
- (2,422,536) 8,282,164
$ - $ (2,422,536) $ 7,317,292
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