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INDEPENDENT AUDITORS’ REPORT

To the Board of Governors
Glenville State College
Glenville, West Virginia

We have audited the accompanying combined financial statements of the business-type activities and
discretely presented component unit of Glenville State College (“the College™), as of and for the years
ended June 30, 2009 and 2008, which collectively comprise the College’s basic financial statements as
listed in the table of contents. These combined financial statements are the responsibility of the College’s
management. Our responsibility is to express opinions on these combined financial statements based on
our audits. We did not audit the financial statements of Glenville State College Foundation, Inc., which
represents the only discretely presented component unit. Those financial statements were audited by
other auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates to the
2009 and 2008 amounts included for Glenville State College Foundation, Inc. is based on the report of the
other auditors.

We conducted our audits 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. The Glenville State College Foundation, Inc.’s
financial statements, which were audited by other auditors, were not audited in accordance with
Governmental Auditing Standards. 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 audits provide a reasonable basis for our opinions.

In our opinion, based on our audits and the report of other auditors, the combined financial statements
referred to above present fairly, in all material resp



In accordance with Government Auditing Standards, we have also issued our report dated November 9,
2009, on our consideration of the College’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



GLENVILLE STATE COLLEGE
200 High Street
Glenville, WV 26351

Management’s Discussion and Analysis
Fiscal Years 2009, 2008, and 2007

About Glenville State College

Glenville State College, West Virginia’s only centrally located public college, was founded in 1872 to
provide instruction and practice for common school teachers in the science of education and the art of
teachers. In the early years, Glenville Normal was obliged to devote resources almost exclusively to
secondary studies because of the absence of high schools in the area. Later, as high schools became more
numerous, secondary offerings were gradually reduced and more college courses were developed. On
May 1, 1930, the State Board of Education authorized the school to award the Bachelor of Arts in
Education Degree, and on March 4, 1931, the Legislature changed the school’s name to Glenville State
Teachers College. Often referred to as the Lighthouse on the Hill, the name of the school was changed to



Financial Highlights

Current assets increased while non-current assets have declined, net capital and total assets both
increased. Operating, net operating and total revenues each increased. Current liabilities increased
primarily due to an increase in accrued payroll and amounts due to other state agencies. Non-current
liabilities increased as a result of a $635,000 loan for the purchase of the Conrad Motel. The College
continued to receive funding from four major operational and research grants. The College received
$237,048 from the third year of the TRIO grant, while the third year of the Department of Justice and
NASA grants brought in $219,678 and $897,286 respectively. In the second year of a second Department
of Justice grant $ 84,251 was received.

Combined Statement of Net Assets

The Combined Statement of Net Assets presents the assets, liabilities, and net assets of the College as of
the end of the fiscal year. The purpose of the Combined Statement of Net Assets is to present to the
readers of the financial statements a fiscal snapshot of the College. The Combined Statement of Net
Assets presents end-of-year data concerning Assets (current and noncurrent), Liabilities (current and
noncurrent), and Net Assets (Assets minus Liabilities). The difference between current and noncurrent
assets and liabilities is discussed in the footnotes to the combined financial statements.

The Combined Statement of Net Assets provides a way to measure the financial position of the College.
It provides a picture of the net assets and their availability for expenditure by the College. From the data
presented, readers of the Combined Statement of Net Assets are able to determine the assets available to
continue the operations of the College. They are also able to determine how much is owed to employees,
vendors and lending institutions.

Net assets are divided into three major categories. The first category, invested in capital assets, accounts
for equity in the property, plant and equipment owned by the College. Title to all property was
transferred to the Glenville State College Board of Governors by the Higher Education Policy
Commission (HEPC). The next asset category is restricted net assets, net of related debt, which is divided
into two categories: nonexpendable (permanently rest



Net Assets (Deficit)
Invested in capital assets,
net of related debt $ 22,163,043 $21,327637 %



Combined Statements of Revenues, Expenses and Changes in Net Assets
For the Years Ended June 30, 2009, 2008, and 2007

2009 2008 2007 % Change

Operating revenues $12,734,211 $11,240,963 $ 9,621,101 13.28%
Operating expenses 21,372,651 19,741,806 16,570,618 8.26 %
Operating loss (8,638,440) (8,500,843) (6,949,517) 1.62%
Non-operating Revenues 9,362,760 8,722,265 7,605,484 7.34%
Non-operating Expenses 660,069 565,350 447,391 16.75%
Net Non-operating revenues 8,702,691 8,156,915 7,158,093 6.69%
Income (loss) before other
revenues, expenses, gains
or losses 64,251 (343,928) 208,576 118.68 %
Capital Projects Proceeds 344,714 6,867,656 100.00%
Transfer from Commission (40,376)
Net Effect of Change

In Accounting Principal 1,060,333 (100.00%0)
Increase in net assets 408,965 716,405 7,035,856 (42.91%)
Net assets, beginning of year 26,508,451 25,792,046 18,756,190 2.78%
Net assets, end of year $26,917,416 $26,508,451  $ 25,792,046 1.54 %

An analysis of the individual revenue and expense categories that contributed to the overall increase in net
assets reveals the following:

Revenues:
2009 2008 2007 % Change
Program revenues (by major source)
Tuition & fees before allowances $ 5,964,828 $5,257,743 $ 4,541,550 13.45 %
Less: scholarship discounts & allowances  (2,297,790)  (1,935,524)  (1,740,621) (18.72)%

Research grants & contracts 4,952,272 4,390,535 4,065,667 12.79%
Auxiliary enterprise sales & services, net 2,850,181 2,556,188 2,200,357 11.50 %
Miscellaneous 1,264,720 972,021 554,148 30.11%



Total Revenues for the Year Ended June 2009,2008,2007
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These appropriations are used to pay salaries and benefits in support of the operations of the
College.

e Investment income decreased by $185,908 or 71.42 % from FY2008 to FY2009. This revenue
source made up 0.33%of total revenues in FY 2009 compared to 1.31% in FY2008 and 1.04% in
FY 2007. The College participates in the investment pool managed by the State.

Operating and Non-operating Expenses:

The operating expenses of the College by natural classification are as follows:

2009 2008 2007 % Change
Salaries and wages $ 8,879,530 $7,930,727 $ 7,059,474 11.96%
Benefits 2,879,452 2,633,473 1,910,702 9.34%
Supplies and other services 4,940,212 4,537,140 3,281,796 8.88%
Utilities 1,004,430 953,763 913,480 531 %
Student financial aid,
scholarships and fellowships 2,141,967 2,163,152 2,051,297 (.98 %)
Depreciation 1,464,231 1,461,702 1,292,509 0.17 %
Loan cancellations and write-offs 1,704 4,764 1,176 (64.23 %)
Fees retained by Commission
for operations 61,125 57,085 60,184 7.08%

Total Operating Expenses $ 21,372,651 $19,741,806 _$16,570,618 8.26%



e Utility costs in FY 2009 were $1,004,430, an increase of 5.31%from FY 2008 and an increase of
9.96% from FY 2007. These costs represented 4.70% of the FY2009 operating expenses
compared to 4.83% in FY2008 and 5.51% in FY 2007.

e Scholarship and fellowship expenses decreased $21,185 or 0.98% from FY 2008, but an increase
of 4.42% from FY2007. They represented 10.02%, 10.96% and 12.38% of the total operating
expenses in FY 2009, FY 2008, and FY 2007, respectively.

Non-operating expenses consisted primarily of interest on indebtedness $644,506, fees assessed by the
HEPC for system-wide debt service $10,977, $1,519 in bond discount expense and $3,067 in bank

financing costs.

Combined Statements of Cash Flows

The Combined Statements of Cash Flows presents detailed information about the cash activities of the
College during the year. These statements assist the users in analyzing the College’s ability to generate
net cash flows, meet obligations as they come due, and determining its need for external financing.

The Statement of Cash Flows is divided into five parts:

1)

2)

3)

4)

5)

Cash flows from operating activities. This section shows the net cash used by the
operating activities of the College.

Cash flows from non-capital financing activities. This section reflects the cash
received and paid for non-operating, non-investing, and non-capital financing
purposes.

Cash flows from capital and related financing activities. This section includes cash
used for the acquisition and construction of capital and related items.

Cash flows from investing activities. This section shows the purchases, proceeds, and
interest received from investing activities.

Reconciliation of net operating loss to net cash used in operating activities. This part
provides a schedule that reconciles the accrual-based operating loss and net cash flow
used in operating activities to the operating loss reflected in the SRECNA.

Combined Statements of Cash Flows
For the Years Ended June 30, 2009, 2008, and 2007

2009 2008 2007 % Change
Cash provided by (used in):
Operating activities $ (6,368,895) $ (6,693,348) $ (5,033,779) 4.85%
Non capital financing activities 8,828,367 8,165,147 7,934,484 8.23%
Capital financing activities (2,208,100)  (1,538,336)  (2,295,039)  (43.56 %)
Investing activities 84,233 266,865 246,184 (68.44 %)

Increase (decrease) in



Capital Asset and Debt Administration

The College had capital asset additions of $2,355,405, $4,789,145, and $10,466,461 for the years ended
June 30, 2009, 2008, and 2007, respectively. The FY2007 additions were funded by federal grants,
capital project proceeds from the Higher Education Policy Commission, and capital financing proceeds.

e In FY2009, the College constructed an elevator in the Physical Education Building and the
Glenville State College Housing Corporation secured a $635,000 bank loan to purchase the
Conrad Motel.

e In FY2008, the College completed the renovation of the Science Hall. The College was
allocated $5,000,000 from State Lottery Bond revenues for this project.

* In December 2007, the College issued Student Fee Revenue Bonds in the amount of $4,125,000
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Rivers View, a new residential housing sub-division near Glenville, increases the local housing stock and
promotes economic development. The infrastructure has been completed and there have been five homes
and properties sold.

The College continues to have discussions with health care providers to maintain a multifunctional
facility operational twenty-four hours per day and seven days per week. This initiative will not only
address the immediate need for enhanced health care but also will support the College’s nursing program
and identify and support the development of related programs to prepare students for work in the growing
health care industry. The objective of this initiative is to improve the overall health and wellness of the
local community, central West Virginia, and the State as a whole.

The Transforming Lives NOW! capital campaign has been jump started in the initial silent phase with
pledges exceeding $8,000,000. The official kick-off date on November 15, 2008 established a goal of
$12,000,000.

In conclusion, the Glenville State College Board of Governors, the College’s administration, and the
extended college community are optimistic about the financial outlook of the College.

-11 -



GLENVILLE STATE COLLEGE

COMBINED STATEMENTS OF NET ASSETS
JUNE 30, 2009 AND 2008

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable—net
Deferred financing costs, current portion - net
Loans to students—current portion
Inventories

-12 -

2009

$ 4,829,134
669,291
1,067

5,858

79,944

2008

$ 4,493,529
299,281
1,067

1,027



GLENVILLE STATE COLLEGE

COMBINED STATEMENTS OF NET ASSETS
JUNE 30, 2009 AND 2008

LIABILITIES AND NET ASSETS 2009 2008
CURRENT LIABILITIES:
Accounts payable $ 889,534 $ 464,217
Accrued liabilities 853,772 848,948
Due to the Commission 2,227 3,386
Compensated absences—current portion 306,645 268,416
Deferred revenue 134,683 89,779
Note payable—current portion 98,999 147,962
Capital lease obligations—current portion 114,741 191,324
Bonds payable—current portion 221,460 211,092
Higher Education Policy Commission debt payable—current portion 183,794 177,481
Total current liabilities 2,805,855 2,402,605
NONCURRENT LIABILITIES (Note 6) 12,017,658 11,815,108
Total liabilities 14,823,513 14,217,713
NET ASSETS:
Invested in capital assets—net of related debt 22,163,043 21,327,637
Restricted for:
Loans 57,313 56,756
Capital projects 1,025,128 1,169,580
Debt service 731,897 805,982
Other 434,068 432,701
Unrestricted 2,505,967 2,715,795
Total net assets 26,917,416 26,508,451
TOTAL LIABILITIES AND NET ASSETS $ 41,740,929 $ 40,726,164

See notes to combined financial statements.

-13-
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LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts Payable $ 25,295 $ 14,187
Notes Payable - current port

,859
Total liabilities 50,192 46,176

NET ASSETS:
Unrestricted 848,054 861,523
Temporarily restricted (805,673) 174,739
Permanently restricted 10,718,512 7,237,669
Total net assets 10,760,893 8,273,931
TOTAL LIABILITIES AND NET ASSETS $ 10,811,085 $ 8,320,107

See notes to combined financial statements.



GLENVILLE STATE COLLEGE

COMBINED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEARS ENDED JUNE 30, 2009 AND 2008

2009 2008

OPERATING REVENUES:
Student tuition and fees (net of scholarship

-15-



GLENVILLE STATE COLLEGE

COMBINED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEARS ENDED JUNE 30, 2009 AND 2008

2009 2008
NONOPERATING REVENUES (EXPENSES):
State appropriations $ 6,739,617 $ 6,095,707
Federal Pell grants 2,347,617 2,069,440
Payment on behalf of Glenville State College 201,132 296,816
Investment income 74,394 260,302
Interest on indebtedness (644,506) (550,089)
Fees assessed by the Commission for debt service (10,977) (10,676)
Other non-operating expenses _ (4,586) (4,585)

-16 -



GLENVILLE STATE COLLEGE

THE GLENVILLE STATE COLLEGE FOUNDATION, INC.
A COMPONENT UNIT OF GLENVILLE STATE COLLEGE

STATEMENTS OF ACTIVITIES
YEAR ENDED JUNE 30, 2009

Temporarily Permanently
Unrestricted Restricted Restricted
REVENUES, GAINS AND OTHER
SUPPORT:
Grants and donations $ 253,388 $ 621,965 $ 3,541,621
Administration fee 278,076
Investment income 82,804 (520,157) (60,671)
Total revenues, gain
and other support 614,268 101,808 3,480,950
EXPENSES:
Program services 384,198 804,251
Management and general 193,029 277,969 107
Fundraising 9,470
Professional fees 29,050
Depreciation 11,990
Total expenses 627,737 1,082,220 107
CHANGE IN NET ASSETS (13,469) (980,412) 3,480,843
NET ASSETS—Beginning of year 861,523 174,739 7,237,669
NET ASSETS—End of year $ 848,054 $ (805,673) $ 10,718,512

See notes to combined financial statements.
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Total

$ 4,416,974
278,076
(498,024)

4,197,026

1,188,449
471,105
9,470

29,050
11,990
1,710,064
2,486,962
8,273,931

$ 10,760,893






GLENVILLE STATE COLLEGE

COMBINED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2009 AND 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Student tuition and fees
Contracts and grants
Payments to and on behalf of employees
Payments to suppliers
Payments to utilities
Payments for scholarships and fellowships
Loans issued to students
Collection of loans to students
Sales and service of ed

-19 -

$

2009

3,394,664
4,885,528
(11,215,530)
(4,707,553)
(999,041)
(1,721,896)
(27,846)
23,545

$

2008

3,299,607
4,264,852
(9,966,572)
(4,556,968)

(953,639)

(2,153,819)

(54,457)
58,307



GLENVILLE STATE COLLEGE

COMBINED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2009 AND 2008

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
USED IN OPERATING ACTIVITIES:
Operating loss
Adjustments to reconcile net operating loss to net cash
used in operating activities:
Depreciation expense
Payments made on behalf of College
Changes in assets and liabilities:
Accounts receivable—net
Loans to students—net
Prepaid expenses
Inventories
Accounts payable
Accrued liabilities and due to the Commission
Due to federal
Compensated absences
Deferred revenue

NET CASH USED IN OPERATING ACTIVITIES
NONCASH TRANSACTIONS:
Cumulative effect of adoption of accounting principle

Accretion of bond discount into bonds payable
Deferred Financing Costs

See notes to combined financial statements.
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2009

$ (8,638,440)

2008

$ (8,500,843)

1,464,231 1,461,702
201,132 296,816
(109,658) 9,114
(4,831) 8,675
7,001

5,407 (31,886)
101,875 (60,958)
327,106 97,750
(143,078)

239,379 175,253
44,904 (12,894)

$ (6,368,895)

$ (6,693,348)

$ $ 1,060,333
$ 1,519 $ 1,519
$ 1,067 $ 1,067

(Concluded)



GLENVILLE STATE COLLEGE

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2009 AND 2008

1.

ORGANIZATION

Glenville State College (the “College™) is governed by the Glenville State College Board of Governors
(the “Board™). The Board was established by Senate Bill 653 (“S.B. 653™).

Powers and duties of the Board include, but are not limited to, the power to determine, control, supervise
and manage the financial, business and educational policies and affairs of the institution(s) under its
jurisdiction, the duty to develop a master plan for the institution, the power to prescribe the specific
functions and institution’s budget request, the duty to review at least every five years all academic
programs offered at the institution, and the power to fix tuition and other fees for the different classes or
categories of students enrolled at its institution.

S.B. 653 also created the West Virginia Higher Education Policy Commission (the “Commission”),
which is responsible for developing, gaining consensus around and overseeing the implementation and
development of a higher education public policy agenda.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The combined financial statements of the College have been prepared in accordance with generally
accepted accounting principles as prescribed by the Governmental Accounting Standards Board
(“GASB”), including Statement No. 34, Basic Financial Statements — and Management’s Discussion
and Analysis — for State and Local Governments, and Statement No. 35, Basic Financial Statements-
and Management’s Discussion and Analysis — for Public Colleges and Universities (an Amendment of
GASB Statement No. 34). The financial statement presentation required by GASB No. 34 and No. 35
provides a comprehensive, entity-wide perspective of the College’s assets, liabilities, net assets,
revenues, expenses, changes in net assets and cash flows.

The College follows all GASB pronouncements as well as Financial Accounting Standards Board
(“FASB”) Statements and Interpretations, Accounting Principles Board Opinions and Accounting
Research Bulletins issued on or before November 30, 1989, and has elected not to apply the FASB
Statements and Interpretations issued after November 30, 1989, to its combined financial statements.

Reporting Entity—The College is an operating unit of the West Virginia Higher Education Fund and
represents separate funds of the State of West Virginia (the “State”) that are not included in the State’s
general fund. The College is a separate entity which, along with all State institutions of higher education,
the Commission (which includes West Virginia Network for Educational Telecomputing), and West
Virginia Council for Community and Technical College Education, form the Higher Education Fund of
the State. The Higher Education Fund is considered a component unit of the State, and its financial
statements are discretely presented in the State’s comprehensive annual financial report.

The accompanying combined financial statements present all funds under the authority of the College,
including its blended component units, Glenville State College Research Corporation (the
“Corporation”), which was formed on December 10, 1990 as a nonprofit, nonstock corporation and
Glenville State College Housing Corporation (the “Housing Corporation”), which received tax-exempt
status on June 11, 1973 as a nonprofit corporation. The basic criterion for inclusion in the accompanying
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combined financial statements is the exercise of oversight responsibility derived from the College’s
ability to significantly influence operations and accountability for fiscal matters of related entities. A
related Foundation and Alumni Association of the College are not part of the College reporting entity
and are not included in the accompanying combined financial statements as the College has no ability to
designate management, cannot significantly influence operations of these entities and is not accountable
for the fiscal matters of the Foundation and Alumni Association under GASB Statement No. 14, The
Financial Reporting Entity.

As of July 1, 2003, the College adopted GASB Statement No. 39, Determining Whether Certain
Organizations Are Component Units, as an amendment to GASB Statement No. 14. As a result, the
audited financial statements of The Glenville State College Foundation, Inc. (the “Foundation”) are
presented here with the College’s financial statements for the fiscal years ended June 30, 2009 and 2008.
The Foundation is a private nonprofit organization that reports under FASB standards, including FASB
Statement No. 117, Financial Reporting for Not-for-Profit Organizations. As such, certain revenue
recognition criteria and presentation features are different from GASB revenue recognition criteria and
presentation features. No modifications have been made to the Foundation’s audited financial
information as it is presented herein (see also Note 17).

Financial Statement Presentation—GASB Statement No.35and No. 38, establish standards for
external financial reporting for public colleges and universities and require that financial statements be
presented on a combined basis to focus on the College as a whole. Net assets are classified into four
categories according to external donor restrictions or availability of assets for satisfaction of College
obligations. The College’s net assets are classified as follows:

e Invested in capital assets, net of related debt—This represents the College’s total investment in
capital assets, net of outstanding debt obligations related to those capital assets. To the extent debt
has been incurred but not yet expended for capital assets, such amounts are not included as a
component of invested in capital assets, net of related debt.

e Restricted net assets, expendable—This includes resources in which the College is legally or
contractually obligated to spend resources in accordance with restrictions imposed by external third
parties.

The West Virginia State Legislature, as a regulatory body outside the reporting entity, has restricted
the use of certain funds by Article 10, Fees and Other Money Collected at State Institutions of
Higher Education of the West Virginia State Code. House Bill 101 passed in March 2004 simplified
the tuition and fee structure and removed the restrictions but included designations associated with
auxiliary and capital items. These activities are fundamental to the normal ongoing operations of
the institution. These restrictions are subject to change by future actions of the West Virginia State
Legislature.

e Restricted net assets, nonexpendable—This includes endowment and similar type funds in which
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 College did
not have any restricted nonexpendable net assets at June 30, 2009 and 2008, respectively.
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e Unrestricted net assets—Unrestricted net assets represent resources derived from student tuition
and fees, state appropriations and sales and services of educational activities. These resources are
used for transactions relating to the educational and general operations of the College, and may be
used at the discretion of the Board of Governors to meet current expenses for any purpose. These
resources also include resources of auxiliary enterprises, which are substantially self-supporting
activities, that provide services for students, faculty and staff.

Basis of Accounting—For financial reporting purposes, the College is considered a special-purpose
government engaged only in business-type activities. Accordingly, the College’s combined financial
statements have been prepared on the accrual basis of accounting with a flow of economic resources
measurement focus. Revenues are reported when earned and expenditures when materials or services are
received. All intercompany accounts and transactions have been eliminated.

Cash and Cash Equivalents — For purposes of the statements of net assets, the Commission considers
all highly liquid investments with an original maturity of three months or less to be cash equivalents.

Cash and cash equivalents balances on deposit with the State of West Virginia Treasurer’s Office
(the “State Treasurer”) are pooled by the State Treasurer with other available funds of the State for
investment purposes by the West Virginia Board of Treasury Investments (BTI). These funds are
transferred to the BTI, and the BTI is directed by the State Treasurer to invest the funds in specific
external investment pools in accordance with West Virginia Code, policies set by the BTI, provisions of
bond indentures, and the trust agreements when applicable. Balances in the investment pools are
recorded at fair value or amortized cost, which approximates fair value. Fair value is determined by a
third-party pricing service based on asset portfolio pricing models and other sources, in accordance with
GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments for External
Investment Pools. The BTI was established by the State Legislature and is subject to oversight by the
State Legislature. Fair value and investment income are allocated to participants in the pools based upon
the funds that have been invested. The amounts on deposit are available for immediate withdrawal or on
the first day of each month for the WV Short Term Bond Pool (formerly Enhanced Yield Pool) and,
accordingly, are presented as cash and cash equivalents in the accompanying financial statements.

The BTI maintains the Consolidated Fund investment fund, which consists of eight investment pools and
participant-directed accounts (seven in 2008), three of which the Commission may invest in. These
pools have been structured as multiparticipant variable net asset funds to reduce risk and offer
investment liquidity diversification to the Fund participants. Funds not required to meet immediate
disbursement needs are invested for longer periods. A more detailed discussion of the BTI’s investment
operations pool can be found in its annual report. A copy of that annual report can be obtained from the
following address: 1900 Kanawha Blvd. East, Room E-122, Charleston, WV 25305 or
http://www.wvbti.com.

Appropriations Due from Primary Government—For financial reporting purposes, appropriations due
from the State are presented separate from cash and cash equivalents, as amounts are not specific
deposits with the State Treasurer but are obligations of the State. These revenues are recognized in the
accounting period in which they become both measurable and available to finance expenditures of the
fiscal period. Appropriations which remain undrawn at the end of the year may be drawn through the
thirty—first day of July after the end of the year for which the appropriation is made.
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Allowance for Doubtful Accounts—It is the College’s policy to provide for future losses on
uncollectible accounts, contracts, grants and loans receivable based on an evaluation of the underlying
account, contract, grant and loan balances, the historical collectability experienced by the College on

such balances and such other factors which, in the College’s judgment, require consideration in
estimating doubtful accounts.

Inventories—Inventories are stated at the lower-of-cost or market: cost being determined on the first-in,
first-out method.

Noncurrent Cash and Cash Equivalents
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Use of Restricted Net Assets—The College has not adopted a formal policy regarding whether to first
apply restricted or unrestricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available. Generally, the College attempts to utilize restricted
net assets first when practicable.

Federal Financial Assistance Programs—The College makes loans to students under the Federal
Direct Student Loan Program. Under this program, the U.S. Department of Education makes interest
subsidized and nonsubsidized loans directly to students, through institutions such as the College. Direct
student loan receivables are not included in the College’s balance sheets as the loans are repayable
directly to the U.S. Department of Education. In 2009 and 2008, the College received and disbursed
$5,992,877 and $4,585,230, respectively, under the Federal Direct Student Loan Program on behalf of
the U.S. Department of Education, which is not included as revenue and expense on the statements of
revenues, expenses and changes in net assets.

The College also distributes other student financial assistance funds on behalf of the federal government
to students under the federal Pell Grant, Academic Competitiveness Grant, National Science and
Mathematics Access to Retain Talent “SMART” Grant, and Teacher Education Assistance for College
and Higher Education “TEACH” Grant, Supplemental Educational Opportunity Grant and College, and
Work Study programs. The activity of these programs is recorded in the accompanying combined
financial statements. In 2009 and 2008, the College received and disbursed approximately $2,644,811
and $2,181,642, respectively, under these federal student aid programs.

Scholarship Allowances—Student tuition and fee revenues, and certain other revenues from students,
are reported net of scholarship allowances in the statements of revenues, expenses and changes in net
assets. Scholarship allowances are the difference between the stated charge for goods and services
provided by the College, and the amount that is paid by students and/or third parties making payments
on the student’s behalf.

Financial aid to students is reported in the financial statements under the alternative method as
prescribed by the National Association of College and College Business Officers (“NACUBQ™). Certain
aid such as loans, funds provided to students as awarded by third parties, and Federal Direct Lending is
accounted for as a third party payment (credited to the student’s account as if the student made the
payment). All other aid is reflected in the combined financial statements as operating expenses, or
scholarship allowances, which reduce revenues. The amount reported as operating expense represents
the portion of aid that was provided to the student in the form of cash. Scholarship allowances represent
the portion of aid provided to the student in the form of reduced tuition. Under the alternative method,
these amounts are computed on a College basis by allocating the cash payments to students, excluding
payments for services, on the ratio of total aid to the aid not considered to be third party aid.

Government Grants and Contracts—Government grants and contracts normally provide for the
recovery of direct and indirect costs, subject to audit. The College recognizes revenue associated with
direct costs as the related costs are incurred. Recovery of related indirect costs is generally recorded at
fixed rates negotiated for a period of one to five years.

Income Taxes—The College is exempt from income taxes, except for unrelated business income, as a
nonprofit organization under federal income tax laws and regulations of the Internal Revenue Service.

Cash Flows—Any cash and cash equivalents escrowed, restricted for noncurrent assets or in funded
reserves have not been included as cash and cash equivalents for the purpose of the statements of cash
flows.
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Use of Estimates—The preparation of financial statements in conformity with accounting principles
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3.

CASH AND CASH EQUIVALENTS

The composition of cash and cash equivalents at June 30, 2009 and 2008, was held as follows:

2009
Current Noncurrent Total
State Treasurer $ 4,411,760 $ 1,036,904 $ 5,448,664
Municipal Bond Commission 295,942 295,942
Trustee 612,837 612,837
Banks 121,432 121,432
$ 4,829,134 $ 1,649,741 $6,478,875
2008
Current Noncurrent Total
State Treasurer $ 3,779,673 $ 1,622,582 $ 5,402,255
Municipal Bond Commission 292,419 292,419
Trustee 607,541 607,541
Banks 421,437 421,437
$ 4,493,529 $ 2,230,123 $6,723,652

Amounts held by the State Treasurer includes $1,399,330 and $1,974,936 of restricted cash for grant
programs, capital improvements, debt service, and student financial aid among others as of June 30,
2009 and 2008, respectively.

Amounts held by the Municipal Bond Commission or Trustee represent funds reserved for various
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and has adopted a formal review schedule. Investment policies have been established for each
investment pool and account of the BTI’s Consolidated Fund. Of the BTI’s Consolidated Fund pools and
accounts which the Commission may invest in, three are subject to credit risk: WV Money Market Pool,
WYV Government Money Market Pool, and WV Short Term Bond Pool.

WV Money Market

Credit Risk — Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. For the years ended June 30, 2009 and 2008, the WV Money Market Pool has been rated
AAAmM by Standard & Poor’s. A Fund rated “AAAmM” has extremely strong capacity to maintain
principal stability and to limit exposure to principal losses due to credit, market, and/or liquidity risks.
“AAAM” is the highest principal stability fund rating assigned by Standard & Poor’s. As this pool has
been rated, specific information on the credit ratings of the underlying investments of the pool have not
been provided.

The BTI limits the exposure to credit risk in the WV Money Market Pool by requiring all corporate
bonds to be rated AA- by Standard & Poor’s (or its equivalent) or higher. Commercial paper must be
rated at least A-1 by Standard & Poor’s and P1 by Moody’s. The pool must have at least 15% of its
assets in U.S. Treasury issues.

At June 30, 2009 and 2008, the WV Money Market Pool investments had a total carrying value of
$2,570,261,000 and $2,358,470,000 respectively, of which the College’s ownership represents 0.20%
and 0.24%, respectively.

WV Government Money Market Pool

Credit Risk — For the years ended June 30, 2009 and 2008, the WV Government Market Pool has been
rated AAAm by Standard & Poor’s. A Fund rated “AAAmM” has extremely strong capacity to maintain
principal stability and to limit exposure to principal losses due to credit, market, and/or liquidity risks.
“AAAM” is the highest principal stability fund rating assigned by Standard & Poor’s. As this pool has
been rated, specific information on the credit ratings of the underlying investments of the pool have not
been provided.

The BTI limits the exposure to credit risk in the WV Government Money Market Pool by limiting the
pool to U.S. Treasury issues, U.S. government agency issues, money market funds investing in
U.S. Treasury issues and U.S. government agency issues, and repurchase agreements collateralized by
U.S. Treasury issues and U.S. government agency issues. The pool must have at least 15% of its assets
in U.S. Treasury issues.

At June 30, 2009 and 2008, the WV Government Money Market Pool investments had a total carrying

value of $283,826,000 and $187,064,000, of which the College’s ownership represents 0.02% and
0.03% respectively.
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WYV Short Term Bond Pool
Credit Risk — The BTI limits the exposure to credit risk in the WV Short Term Bond Pool by requiring
all corporate bonds to be rated A by Standards & Poor

-30-



At June 30, 2009 and 2008, the College’s ownership represents 0.17% and 0.14%, respectively, of these
amounts held by the BTI.

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect the

fair value of an investment. All the BTI’s Consolidated Fund pools and accounts are subject to interest
rate risk.

The overall weighted average maturity of the investments of the WV Money Market Pool cannot exceed
60 days. Maximum maturity of individual securities cannot exceed 397 days from date of purchase. The
following table provides information on the weighted average maturities for the various asset types in
the WV Money Market Pool:

Carrying Value WAM Carrying Value WAM
Security Type (In thousands) (Days) (In thousands) (

-31-






The following table provides information on the weighted average maturities for the various asset types
in the WV Short Term Bond Pool at June 30, 2008:

Carrying Value WAM

Security Type (In thousands) (Days)
Repurchase agreements $ 16,782 1
U.S. Treasury bonds/notes 81,875 744
Corporate notes 117,997 675
Corporate asset backed securities 52,169 341
U.S. agency bonds/notes 71,840 1,231
U.S. agency mortgage

backed securities 5,345 570
Commercial paper 7,971
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CAPITAL ASSETS

Capital assets consisted of the following at June 30, 2009 and 2008:

Beginning Ending
Balance Additions Reductions Transfer Balance

Ca
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Capital assets not being depreciated:

Land

Construction In Progress
Total capital assets not being

depreciated

Other capit