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Eastern West Virginia Community and Technical College
Management Discussion and Analysis
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Overview of the Financial Statements and Financial Analysis
The Governmental Accounting Standards Board (GASB) issued new directives for
presentation of college and university financial statements which have been adopted in
Fiscal Year 2002 by Eastern West Virginia Community and Technical College (the
“College”). The previous reporting format presented financial balances and activities
by fund groups. The new format places emphasis on the overall economic resources of
the College. This is the first fiscal year for this new format.
The following discussion and analysis of the College’s financial statements provides an
overview of its financial activities for the year and is required supplementary
information. The emphasis of discussions about these statements will be on current
year data. There are three financial statements presented: the Statement of Net Assets;
the Statement of Revenues, Expenses, and Changes in Net Assets; and the Statement of
Cash Flows.

Statement of Net Assets
The Statement of Net Assets presents the assets, liabilities, and net assets of the College
as of June 30, 2002. The purpose of the Statement of Net Assets is to present to the
readers of the financial statements a fiscal snapshot of the College. The 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 are discussed in the
footnotes to the financial statements.
From the data presented, readers of the 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 the College owes vendors and employees.
Finally, the Statement of Net Assets provides a picture of the net assets (assets minus
liabilities) and their availability for expenditure by the College.
Net assets are divided into three major categories. The first category, invested in capital
assets, net of debt, provides the College ’s equity in equipment and library books owned
by the College. The next asset category is restricted ne t assets, which is divided into
two categories, nonexpendable and expendable. Nonexpendable restricted net assets are
for the Endowment Program where funds are invested and the earnings are available for
expenditure but the original investment (corpus) is not. The College does not currently
have nonexpendable restricted net assets since all funds of this nature would generally
1

be directed to The Eastern West Virginia Community and Technical College
Foundation, Incorporated. Expendable restricted net assets are available for expenditure
by the College but have a specific purpose (i.e. time or purpose restrictions). The final
category is unrestricted net assets. Unrestricted assets are available to the College for
any lawful purpose of the College.
June 30, 2002
Assets:
Current assets
Capital assets, net
Total Assets

$ 1,528,102
867,299
2,395,401

Liabilities
Current liabilities
Noncurrent liabilities
Total Liabilities

460,866
62,621
523,487

Net Assets
Invested in capital assets, net of debt
Restricted – expendable
Unrestricted
Total Net Assets

867,299
51,723
952,892
$ 1,871,914

Major items relating to the above information include:
•

•

•

GASB 35 does not require audited restatement of prior year’s financials for
comparative purposes in the MD&A during the implementation year. Therefore,
only the current year’s data is presented. Comparative data will be presented in
future years.
Assets:
Ø Current Assets of $1,528,102 includes:
o $1,161,014 in Appropriations due from Primary Government
o $142,288 cash balances from tuition and fees accounts
o $51,838 in receivables including $12,733 in state grants and
$31,729 in tuition and fees
Ø Capital assets of $867,299 are represented entirely by total capital assets
(net of accumulated depreciation of $221,726).
Liabilities:
Ø Current Liabilities of $460,866 includes $143,644 in accounts payable
and accrued wages and benefits, $58,943 in accrued compensated
absences, and $250,805 in deferred revenue representing two State
appropriated special funding and one state grant.
Ø Non-Current Liabilities of $62,621 consists entirely of accrued
uncompensated absences.
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•

•

Net Assets:
Ø Total Net Assets of $1,871,914 includes:
o $867,299 in capital assets.
o $51,723 restricted assets for state grants account and portions
of the tuition and fees which is restricted per state code
o $952,892 unrestricted assets
Total current assets of $1,528,102 exceed total current liabilities of $460,866.

Statement of Revenues, Expenses and Changes in Net Assets
Changes in total net assets as presented on the Statement of Net Assets are based on the
activity presented in the Statement of Revenues, Expenses, and Changes in Net Assets.
The purpose of the statement is to present the revenues generated and expenses incurred
by the College, both operating and nonoperating. In addition, any other revenues,
expenses, gains or losses are also reflected in this financial statement.
Operating revenues are generated by providing goods and services to the College’s
customers and constituencies and in the form of federally- funded and State- funded
grants. Operating expenses are expenses incurred by the College in order to generate
operating revenue and to carry out the mission of the College.
Nonoperating revenue is revenue received for which goods and services are not
provided. For example, state appropriations are nonoperating because they are provided
by the West Virginia Legislature to the College without the West Virginia Legislature
directly receiving commensurate goods and services for those revenues.

FY 2002
Operating revenues
Operating expenses
Operating loss

$

Nonoperating revenues

392,927
2,658,954
(2,266,027)
2,021,865

Decrease in Net Assets

(244,162)

Net Assets—Beginning of Year (as restated)
Net Assets—End of Year

2,116,076
$ 1,871,914

Major items relating to the above information include:
•

GASB 35 does not require audited restatement of prior year’s financials for
comparative purposes in the MD&A during the implementation year. Therefore,
only the current year’s Statement of Revenues, Expenses and Changes in Net
Assets is presented. Comparative Statements will be presented in future years.
3

•

•
•
•

Operating revenues of $392,927 includes:
o $169,547 in tuition and fees revenue
o $170,831 in state grants including grants for the Small Business
Development Center and The Department of Education and the Arts
(via the Commission) for circuit grants.
Operating expenses of $2,658,954 consists of $1,607,130 in staff salaries and
benefits; $157,160 in rent, $702,994 in supplies and other services; and
depreciation expense of $181,587.
Nonoperating revenue of $2,021,865 consists primarily of $2 million in State
appropriations.
The Net Assets balance at the end of the year of $1,871,914 reflects an overall
decrease in Net Assets of $244,162.

Statement of Cash Flows
The final statement presented by the College is the Statement of Cash Flows. The
Statement of Cash Flows presents detailed information about the cash activity of the
College during the year. The statement is divided into five sections.
The first section reflects cash in- flows/out-flows generated from operating activities.
The second section reflects cash flows from non-capital financing activities. This
section reflects the cash received and spent for non-operating, non- investing, and noncapital financing purposes. The third section deals with cash flows from capital and
related financing activities. This section deals with the cash used for the acquisition and
construction of capital and related items. The fourth section reflects the cash flows
from investing activities and shows the purchases, proceeds, and interest received from
investing activities. The fifth section reconciles the net cash used to the operating loss
reflected on the Statement of Revenues, Expenses, and Changes in Net Assets.
FY 2002
Cash provided by (used in):
Operating activities
Noncapital financing activities
Capital and related financing activities
Investing activities
Decrease in Cash
Cash and cash equivalents--beginning of year
Cash and cash equivalents--end of year

$ (2,283,572)
2,275,568
(109,004)
19,996
(97,012)
412,262
$ 315,250

Major items relating to the above information include:
•

GASB 35 does not require audited restatement of prior year’s financials for
comparative purposes in the MD&A during the implementation year. Therefore,
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•
•
•
•
•

only the current year’s Statement of Revenues, Expenses and Changes in Net
Assets is presented. Comparative Statements will be presented in future years.
Operating activities decreased cash by $2,283,572. This use of funds from
operations reflects the reporting of state appropriations as non operating
revenue.
Non capital financing activities provided $2,275,568 in cash which consists
entirely of State appropriations.
Capital and related financing activities used $109,004 in cash. This reflects the
net change (additions less sales) of capital assets (equipment, etc.).
Investing activities provided cash in the amount of $19,996.
Overall cash decreased by $97,012.

Economic Outlook
Fiscal year 2002 marked the historic initiation of academic offerings and the enrollment
of the first students at the College. Consequently, the most significant factor impacting
the College’s financial position and its operations during fiscal year 2002 was the
offering of a regular schedule of credit classes to the public. This greatly increased
tuition and fee revenue as compared to fiscal year 2001. Tuition and fee revenue in
fiscal year 2001 was generated from non-traditional customized programming.
Both enrollment growth and moderate increases in tuition and fee rates are forecast for
the College. Located in the second most rapidly developing region in the State, the
College’s mission is to serve the adult population and to provide increased access for
recent high school graduates. In addition, the College’s tuition and fee structures
compare favorably to other comparably situated Colleges.
Among the other factors impacting the financial position and operations of the College
are the changes in economic forecasts for the State and the financing policies of the
West Virginia Higher Education Policy Commission (the “Commission”). For fiscal
year 2004, all state agencies have been requested to submit a general revenue budget
appropriation request with a 10% budget reduction. Although community colleges were
exempted from the 3% reduction in fiscal year 2003, the College may be subjected to
reductions in future years. Similarly, the Commission may revise the current practices
for funding to meet State goals or the State may establish new State goals. As a result,
budget constraints may impact the College’s strategic plan for growth and development.
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INDEPENDENT AUDITORS’ REPORT
To the Eastern West Virginia Community and Technical College Governing Board
We have audited the accompanying financial statements of Eastern West Virginia Community and Technical
College (the “College”) as of June 30, 2002, and for the year then ended, listed in the foregoing Table of
Contents. These financial statements are the responsibility of the management of the College. Our
responsibility is to express an opinion 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 and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.
In our opinion, such financial statements present fairly, in all material respects, the financial position of the
College at June 30, 2002, and the changes in net assets and cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.
As discussed in Note 2 to the financial statements, the College changed its financial statement presentation to
adopt the provisions of the Governmental Accounting Standards Board (“GASB”) Statement No. 35, Basic
Financial Statements – and Management’s Discussion and Analysis – for Public Colleges and Universities, as
amended by GASB Statement No. 37, Basic Financial Statements and Management’s Discussion and
Analysis for State and Local Governments: Omnibus, and No. 38, Certain Financial Statement Note
Disclosures, as of July 1, 2001.
The Management’s Discussion and Analysis on pages 1 to 5 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards Board.
This supplementary information is the responsibility of the College’s management. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit such
information and we do not express an opinion on it.
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In accordance with Government Auditing Standards, we have also issued our report dated October 11, 2002
on our consideration of the College’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

October 11, 2002
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EASTERN WEST VIRGINIA COMMUNITY AND TECHNICAL COLLEGE
STATEMENT OF NET ASSETS
JUNE 30, 2002
ASSETS:
Current assets:
Cash and cash equivalents
Appropriations due from Primary Government
Accounts receivable, net

$

315,250
1,161,014
51,838

Total current assets

1,528,102

Noncurrent assets:
Investment in plant, net

867,299
$ 2,395,401

TOTAL ASSETS
LIABILITIES:
Current liabilities:
Accounts payable
Accrued liabilities
Compensated absences, current portion
Deferred revenue

$

143,644
7,474
58,943
250,805
460,866

Total current liabilities
Noncurrent liabilities:
Compensated absences

62,621
523,487

TOTAL LIABILITIES
NET ASSETS:
Invested in capital assets
Restricted for:
Expendable:
Specific purpose by State Code
Unrestricted

867,299
51,723
952,892
1,871,914

Total net assets

$ 2,395,401

TOTAL LIABILITIES AND NET ASSETS

See notes to financial statements.
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EASTERN WEST VIRGINIA COMMUNITY AND TECHNICAL COLLEGE
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEAR ENDED JUNE 30, 2002
OPERATING REVENUES:
Student tuition and fees
Contracts and grants - State
Sales and services of educational activities
Fees received from the Commission
Miscellaneous - net

$

169,547
170,831
35,123
10,987
6,439
392,927

Total operating revenues
OPERATING EXPENSES:
Salaries and wages
Benefits
Supplies and other services
Rent
Utilities
Depreciation
Fees assessed by the Commission for operations

1,322,172
284,958
702,994
157,160
8,557
181,587
1,526
2,658,954

Total operating expenses

(2,266,027)

OPERATING LOSS
NONOPERATING REVENUES:
State appropriations
Investment income

2,000,000
21,865
2,021,865

Nonoperating revenues
DECREASE IN NET ASSETS

(244,162)

NET ASSETS - BEGINNING OF YEAR (AS RESTATED)

2,116,076
$ 1,871,914

NET ASSETS - END OF YEAR

See notes to financial statements.
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EASTERN WEST VIRGINIA COMMUNITY AND TECHNICAL COLLEGE
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Student tuition and fees
Contracts and grants
Fees received from Commission
Payments to and on behalf of employees
Payments to suppliers
Payments to utilities
Sales and service of educational activities
Fees retained by/from Commission
Other payments - net

$

141,058
382,865
10,987
(1,557,230)
(1,128,620)
(165,717)
35,123
(1,526)
(512)
(2,283,572)

Net cash used in operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
State appropriations

2,275,568
2,275,568

Cash provided by noncapital financing activities
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES:
Purchases of capital assets
Proceeds on disposal of capital assets

(163,231)
54,227
(109,004)

Net cash used in capital financing activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on investments

19,996

Cash provided by investing activities

19,996

DECREASE IN CASH AND CASH EQUIVALENTS

(97,012)

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

412,262

CASH AND CASH EQUIVALENTS - END OF YEAR

$

315,250

(Continued)
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EASTERN WEST VIRGINIA COMMUNITY AND TECHNICAL COLLEGE
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2002

RECONCILIATION OF NET OPERATING LOSS TO NET CASH USED IN
OPERATING ACTIVITIES
Operating loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation expense
Gain on disposal of capital assets
Changes in assets and liabilities:
Receivables
Accounts payable
Accrued liabilities
Compensated absences
Deferred revenue

$ (2,266,027)
181,587
(2,158)
(49,580)
(425,602)
1,559
48,642
228,007

NET CASH USED IN OPERATING ACTIVITIES

$ (2,283,572)

See notes to financial statements.

(Concluded)
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EASTERN WEST VIRGINIA COMMUNITY AND TECHNICAL COLLEGE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2002
1.

ORGANIZATION
Eastern West Virginia Community and Technical College (the “College”) is governed by the Eastern
West Virginia Community and Technical College Board of Governors (the “Board”). The Board was
established by Senate Bill 653 (“S.B. 653”). S.B. 653 was enacted by the West Virginia Legislature on
March 19, 2000 and restructured public higher education in West Virginia. S.B. 653 abolished the Board
of Directors of the College System of West Virginia effective June 30, 2000, and replaced it with a
transition year board, the West Virginia Higher Education Interim Governing Board (the “Interim
Governing Board”). The Interim Governing Board was granted all powers, duties, and authorities of the
Board of Directors and was transferred each valid agreement and obligation previously transferred to or
vested in the Board of Directors.
Effective July 1, 2001, certain powers were transferred to the newly created Governing Board of each of
the institutions of higher education. These powers and duties 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 will be responsible for developing, gaining consensus around and overseeing the implementation
and development of a higher education public policy agenda.

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The 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 of 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 and replaces the fund-group perspective previously
required.
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 financial statements.
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Reporting Entity—The College is an operating unit of the West Virginia Higher Education Fund and
represents separate funds of 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 and the West
Virginia Network for Educational Telecomputing (“WVNET”), 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 financial statements present all funds under the authority of the College. The basic
criterion for inclusion in the accompanying 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 another affiliate of the College are not part
of the College reporting entity and are not included in the accompanying 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 these entities.
Financial Statement Presentation—During fiscal 2002, the College adopted GASB Statement No. 35,
Basic Financial Statements – and Management’s Discussion and Analysis – for Public Colleges and
Universities, as amended by GASB Statements No. 37, Basic Financial Statements and Management’s
Discussion and Analysis for State and Local Governments: Omnibus, and No. 38, Certain Financial
Statement Note Disclosures. These statements 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. Previously, financial statements focused on the accountability of
individual fund groups rather than on the College as a whole. GASB Statement No. 35 reports equity as
“net assets” rather than “fund balance”. 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:
•

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.

•

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 Legislature, as 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 Code. These restrictions are primarily for the
following: libraries, library supplies, and improvement in student services; faculty
improvement; student activities; bookstore operations; and special programs. 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 Legislature.

•

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 does not have any restricted nonexpendable net assets at June 30, 2002.
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•

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.

GASB Statement No. 35 requires the statements of net assets, revenues, expenses, and changes in net
assets, and cash flows to be reported on an entity-wide basis. The provisions of GASB Statement No. 35
have been applied to the year presented. Following is a reconciliation of total June 30, 2001 fund
balances, as previously reported, to the restated net asset balances for the same date:

Combined fund balances, as previously reported
Accumulated depreciation
Reclassification of grant and contract revenue

$ 2,181,435
(42,561)
(22,798)

Combined fund balances, restated as net assets

$ 2,116,076

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 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 statement of net assets, the College 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 Investment Management Board (the “IMB”). These funds are
transferred to the IMB and the IMB is directed by the State Treasurer to invest the funds in specific
external investment pools. Balances in the investment pools are recorded at fair value, which 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 IMB 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 with the State Treasurer
are available for immediate withdrawal and, accordingly, are presented as cash and cash equivalents in
the accompanying financial statements.
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 collectibility experienced by the College on
such balances and such other factors which, in the College’s judgment, require consideration in
estimating doubtful accounts. At June 30, 2002, no allowance was necessary.

- 14 -

Capital Assets—Capital assets include furniture and equipment, and books and materials that are part of
a catalogued library. Capital assets are stated at cost at the date of acquisition or construction, or fair
market value at the date of donation in the case of gifts. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets, generally 7 years for library books, and 3 to 10
years for furniture and equipment.
Deferred Revenue—Revenues for programs or activities to be conducted primarily in the next fiscal
year are classified as deferred revenue.
Compensated Absences—The College accounts for compensated absences in accordance with the
provisions of GASB Statement No. 16, Accounting for Compensated Absences. This statement requires
entities to accrue for employees’ rights to receive compensation for vacation leave, or payments in lieu
of accrued vacation or sick leave, as such benefits are earned and payment becomes probable.
The College’s full-time employees earn up to two vacation leave days for each month of service and are
entitled to compensation for accumulated, unpaid vacation leave upon termination. Full-time employees
also earn 1-1/2 sick leave days for each month of service and are entitled to extend their health or life
insurance coverage upon retirement in lieu of accumulated, unpaid sick leave. Generally, two days of
accrued sick leave extend health insurance for one month of single coverage and three days extend
health insurance for one month of family coverage. For employees hired after 1988, the employee
shares in the cost of the extended benefit coverage to the extent of 50% of the premium required for the
extended coverage. Employees hired July 1, 2001 or later will no longer receive sick leave credit toward
insurance premiums when they retire.
Certain faculty employees (generally those with less than a 12-month contract) earn a similar extended
health or life insurance coverage retirement benefit based on years of service. Generally 3-1/3 years of
teaching service extend health insurance for one year of single coverage and five years extend health
insurance for one year of family coverage.
The estimate of the liability for the extended health or life insurance benefit has been calculated using
the vesting method in accordance with the provisions of GASB Statement No. 16. Under that method,
the College has identified the accrued sick leave benefit earned to date by each employee, determined
the cost of that benefit by reference to the benefit provisions and the current cost experienced by the
College for such coverage, and estimated the probability of the payment of that benefit to employees
upon retirement.
The estimated expense and expense incurred for the vacation leave, sick leave or extended health or life
insurance benefits are recorded as a component of benefits expense on the statement of revenues,
expenses and changes in net assets.
Risk Management—The State’s Board of Risk and Insurance Management (“BRIM”) provides general,
property and casualty, and medical malpractice liability coverage to the College and its employees.
Such coverage may be provided to the College by BRIM through self-insurance programs maintained by
BRIM or policies underwritten by BRIM that may involve experience-related premiums or adjustments
to BRIM.

- 15 -

BRIM engages an independent actuary to assist in the determination of its premiums so as to minimize
the likelihood of premium adjustments to the College or other participants in BRIM’s insurance
programs. As a result, management does not expect significant differences between the premiums the
College is currently charged by BRIM and the ultimate cost of that insurance based on the College’s
actual loss experience. In the event such differences arise between estimated premiums currently
charged by BRIM to the College and the College’s ultimate actual loss experience, the difference will be
recorded, as the change in estimate becomes known.
Classification of Revenues—The College has classified its revenues as either operating or nonoperating revenues according to the following criteria:
•

Operating Revenue—Operating revenues include activities that have the characteristics of
exchange transactions, such as (1) student tuition and fees, net of scholarship discounts and
allowances, (2) sales and services of auxiliary enterprises, net of scholarship discounts and
allowances, (3) most federal, state, local, and nongovernmental grants and contracts, (4) federal
appropriations, and (5) sales and services of educational activities.

•

Nonoperating Revenues—Nonoperating revenues include activities that have the characteristics
of non-exchange transactions, such as gifts and contributions, and other revenues that are
defined as nonoperating revenues by GASB No. 9, Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting
and GASB No. 34, such as state appropriations and investment income.

Use of Restricted Funds—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 funds first
when practicable.
Federal Financial Assistance Programs—The College did not make loans to students under the Federal
Direct Student Loan Program or Stafford Loan Program.
The College also did not distribute any other student financial assistance funds on behalf of the federal
government to students under the federal Pell Grant, Supplemental Educational Opportunity Grant and
College Work Study programs. Pell loans distributed through June 30, 2002 were made through West
Virginia Northern Community College.
Scholarship Allowances—Student tuition and fee revenues, and certain other revenues from students,
are reported net of scholarship allowances in the statement 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. The College did not provide any scholarships for 2002.
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 statement of cash
flows.
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Use of Estimates—The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management 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
expenditures during the reporting period. Actual results could differ from those estimates.
Recent Statements Issued By the Government Accounting Standards Board—The GASB issued
Statement No. 39, Determining Whether Certain Organizations Are Component Units, an amendment of
GASB Statement No. 14. This statement is effective for periods beginning after June 15, 2003. The
College has not completed the process of evaluating the impact, if any, that will result from adopting
GASB Statement No. 39. This statement, when adopted, could result in additional entities being
included in the College’s financial statements.
3.

CASH AND CASH EQUIVALENTS
The composition of cash and cash equivalents was as follows at June 30, 2002:
Current

Cash on deposit with the State Treasurer
Cash on hand

$ 314,950
300
$ 315,250

Cash held by the State Treasurer includes $67,624 of restricted cash for purposes specified by State
Code.
Cash on deposit with the Treasurer is a noncategorized deposit in accordance with GASB Statement
No. 3, Deposits with Financial Institutions, Investments (Including Receivable Agreements), and
Reverse Repurchase Agreements.
4.

ACCOUNTS RECEIVABLE
Accounts receivable were as follows at June 30, 2002:

Student tuition and fees
Grants and contracts receivable
Other accounts receivable

$ 31,729
12,733
7,376
$ 51,838
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5.

CAPITAL ASSETS
The following is a summary of capital asset transactions for the College for the year ended June 30,
2002:
Beginning
Balance

Capital assets:
Equipment
Library Books

Additions

Reductions

Ending
Balance

$ 973,808
6,477

$ 163,231

$ (54,491)

$ 1,082,548
6,477

980,285

163,231

(54,491)

1,089,025

Less accumulated depreciation for:
Equipment
Library Books

42,451
110

180,663
924

(2,422)

220,692
1,034

Total accumulated depreciation

42,561

181,587

(2,422)

221,726

$ (52,069)

$ 867,299

Total capital assets

$ 937,724

Capital assets, net

$

(18,356)

The College has no capital assets that are not being depreciated. Also, the College currently does not
maintain any collections of inexhaustible assets.
6.

CHANGES IN LONG-TERM LIABILITIES
The following is a summary of long-term obligation transactions for the College for the year ended
June 30, 2002:
Beginning
Balance

Accrued compensated absences

7.

$ 72,922

Additions

$ 48,642

Reductions

$

-

Ending
Balance

Current
Portion

$ 121,564

$ 58,943

LEASE OBLIGATION
Future minimum payments under noncancelable operating leases, which consist primarily of office
space and equipment, with initial or remaining terms of one year or more, are as follows:
Year Ending
June 30

2003
2004
2005
2006
2007

$ 198,576
198,576
198,576
198,576
14,000
$ 808,304

Total rent expense for operating leases amounted to $157,160 for the year ended June 30, 2002.
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8.

COMPENSATED ABSENCES
The composition of the compensated absence liability was as follows at June 30, 2002:

Health or life insurance benefits
Accrued vacation leave

$ 59,632
61,932
$ 121,564

The cost of health and life insurance benefits paid by the College is based on a combination of years of
service and age. For the year ended June 30, 2002, the College made no payments for extended health
or life insurance coverage retirement benefits, as there were no retirees currently eligible for these
benefits.
9.

STATE SYSTEM OF HIGHER EDUCATION INDEBTEDNESS
The College is a State institution of higher education, and the College receives a State appropriation to
finance its operations. In addition, it is subject to the legislative and administrative mandates of State
government. Those mandates affect all aspects of the College’s operations, its tuition and fee structure,
its personnel policies and its administrative practices.
The State has chartered the Commission with the responsibility to construct or renovate, finance and
maintain various academic and other facilities of the State’s universities and colleges. As of June 2002,
the College has no such facilities.

10. RETIREMENT PLANS
Substantially all full-time employees of the College participate in either the West Virginia Teachers’
Retirement System (the “STRS”) or the Teachers’ Insurance and Annuities Association - College
Retirement Equities Fund (the “TIAA-CREF”). Previously, upon full-time employment, all employees
were required to make an irrevocable selection between the STRS and TIAA-CREF. Effective July 1,
1991, the STRS was closed to new participants. Current participants in the STRS are permitted to make
a one-time election to cease their participation in that plan and commence contributions to the West
Virginia Teachers’ Defined Contribution Plan. Contributions to and participation in the West Virginia
Teachers’ Defined Contribution Plan by College employees have not been significant to date.
The STRS is a cost sharing, public employee retirement system. Employer and employee contribution
rates are established annually by the State Legislature. The College accrued and paid its contribution to
the STRS at the rate of 15% of each enrolled employee’s total annual salary for the year ended June 30,
2002. Required employee contributions were at the rate of 6% of total annual salary for the year ended
June 30, 2002. Participants in the STRS may retire with full benefits upon reaching age 60 with five
years of service, age 55 with 30 years of service, or any age with 35 years of service. Lump-sum
withdrawal of employee contributions is available upon termination of employment. Pension benefits
are based upon 2% of final average salary (the highest 5 years’ salary out of the last 15 years) multiplied
by the number of years of service.
The TIAA-CREF is a defined contribution benefit plan in which benefits are based solely upon amounts
contributed plus investment earnings. Employees who elect to participate in this plan are required to
make a contribution equal to 6% of total annual compensation. The College matches the employees’ 6%
contribution. Contributions are immediately and fully vested.
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Total contributions to the STRS for the years ended June 30, 2002 and 2001, were $13,592 and $13,356,
respectively, which consisted of $9,709 and $9,540 for 2002 and 2001, respectively, from the College,
and $3,883 and $3,816 for 2002 and 2001, respectively, from the covered employees. The College did
not have contributions for the year ended June 30, 2000.
The contribution rate is set by the State Legislature on an overall basis, and the STRS does not perform a
calculation of the contribution requirement for individual employers, such as the College. Historical
trend and net pension obligation information is available from the annual financial report of the
Consolidated Public Retirement Board. A copy of the report may be obtained by writing to the
Consolidated Public Retirement Board, Building 5, Room 1000, Charleston, WV 25305.
Total contributions to the TIAA-CREF for the years ended June 30, 2002 and 2001 were $105,690 and
$59,316, respectively, which consisted of contributions of $52,845 and $29,658 for 2002 and 2001,
respectively, from both the College and covered employees. The College did not have any contributions
for the year ended June 30, 2002.
The College’s total payroll for the year ended June 30, 2002 was $1,320,397; total covered employees’
salaries in the STRS and TIAA-CREF were $64,725 and $880,751, respectively.
11. FOUNDATION (UNAUDITED)
The Eastern West Virginia Community and Technical College Foundation, Incorporated (the
“Foundation”), which was incorporated in fiscal year 2001, is a separate nonprofit organization
incorporated in the State and has as its purpose “to support, encourage and assist in the development and
growth of the College, …to render service and assistance to the College, and through it to the citizens of
the State of West Virginia….” Oversight of the Foundation is the responsibility of a separate and
independently elected Board of Directors, not otherwise affiliated with the College. In carrying out its
responsibilities, the Board of Directors of the Foundation employs management, forms policy and
maintains fiscal accountability over funds administered by the Foundation. Accordingly, the financial
statements of the Foundation are not included in the accompanying financial statements.
The Foundation’s net assets, all of which are principally restricted, totaled approximately $20,000 at
June 30, 2002. The net assets include amounts which are restricted by donors to use for specific projects
or departments of the College and its affiliated organizations. Contributions to the Foundation, which
are not reflected in the accompanying financial statements, totaled approximately $2,204 for the year
ended June 30, 2002. During the year ended June 30, 2002, the Foundation did not make any
contributions to the College.
12. AFFILIATED ORGANIZATION (UNAUDITED)
The College has an affiliation agreement with Eastern WORCS (Workforce Opportunity Regional
Center and Services). Although Eastern WORCS has been created “to foster and support applied
research and workforce development” at the College, it is a separate nonprofit organization incorporated
in the State of West Virginia. Oversight of Eastern WORCS is the responsibility of a separate and
independently elected Board of Directors. Accordingly, the financial statements of Eastern WORCS are
not included in the accompanying financial statements.
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13. CONTINGENCIES
The nature of the educational industry is such that, from time-to-time, claims will be presented against
the College on account of alleged negligence, acts of discrimination, breach of contract or disagreements
arising from the interpretation of laws or regulations. While some of these claims may be for substantial
amounts, they are not unusual in the ordinary course of providing educational services in a higher
education system. In the opinion of management, all known claims are covered by insurance or are such
that an award against the College would not seriously impact the financial position of the College.
14. SUBSEQUENT EVENT
In July 2002, the College entered into a lease agreement for 2,403 additional square feet on the second
floor of the Harco Complex. The lease agreement requires additional monthly payments of $2,403 and
expires on June 30, 2006.
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15. NATURAL CLASSIFICATIONS WITH FUNCTIONAL CLASSIFICATIONS
For the year ended June 30, 2002, the following table represents operating expenses within both natural and functional classifications:
Salaries
and
Wages
Instruction
Public service
Academic support
Student services
General institutional support
Operations and maintenance of plant
Depreciation
Other

$

310,509
38,625
351,167
256,410
360,607
4,854

Total

$ 1,322,172

$

Benefits

Supplies
and
Other
Services

31,376
11,355
71,514
52,434
117,865
414

$ 212,742
37,820
72,774
100,751
258,382
20,525

Rent
$

-

157,160

Utilities
$

-

Depreciation
$

-

$ 702,994

******
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$ 157,160

$

-

$ 8,557

$ 181,587

Total

1,526

554,627
87,800
495,455
409,595
737,054
191,310
181,587
1,526

$ 1,526

$ 2,658,954

200
8,357
181,587

$ 284,958

Fees
Assessed
by the
Commission
$

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
To the Eastern West Virginia Community and Technical College Governing Board
We have audited the financial statements of Eastern West Virginia Community and Technical College (the
“College), as of and for the year ended June 30, 2002, and have issued our report thereon dated October 11, 2002,
which contains a consistency paragraph for the adoption of Governmental Accounting Standards Board Statement
No. 35, Basic Financial Statements – and Management’s Discussion and Analysis – for Public Colleges and
Universities. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits in Government Auditing Standards, issued by the
Comptroller General of the United States.
Compliance
As part of obtaining reasonable assurance about whether the College’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the College’s internal control over financial reporting in order
to determine our auditing procedures for the purposes of expressing our opinion on the financial statements and not
to provide assurance on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over financial reporting that
might be material weaknesses. A material weakness is a condition in which the design or operation of one or more
of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no matters
involving the College’s internal control over financial reporting and its operations that we consider to be material
weaknesses. However, we noted other matters involving the internal control over financial reporting that we have
reported to the management of the College in a separate letter dated October 11, 2002.
This report is intended solely for the information and use of the Eastern West Virginia Community and Technical
College Governing Board, managements of the College and the West Virginia Higher Education Policy
Commission, and the State of West Virginia and is not intended to be and should not be used by anyone other than
these specified parties.

October 11, 2002
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