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Overview of the Financial Statements and Financial Analysis  
 
West Virginia School of Osteopathic Medicine (“WVSOM”) is proud to present its financial 
statements for fiscal year 2003, with fiscal year 2002 prior year data presented for comparative 
purposes.  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.  This discussion and 
analysis of WVSOM’s financial statements provides an overview of its financial activities for the 
year and is required supplemental information. 
 
The Governmental Accounting Standards Board (GASB) issued new directives for presentation 
of college and university financial statements.  The previous reporting format presented financial 
balances and activities by fund groups.  The new format places emphasis on the overall economic 
resources of WVSOM.  This is the second fiscal year for this new format. 
 
Statement of Net Assets  
 
The Statement of Net Assets presents the assets, liabilities, and net assets of WVSOM as of the 
end of the fiscal year.  The Statement of Net Assets is a point of time financial statement.  The 
purpose of the Statement of Net Assets is to present to the readers of the financial statements a 
fiscal snapshot of West Virginia School of Osteopathic Medicine.  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 will be 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 WVSOM.  They are also able to determine how much is 
owed to vendors and lending institutions. 
 
Finally, the Statement of Net Assets provides a picture of the net assets and their availability for 
expenditure by WVSOM. 
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Net assets are divided into three major categories.  The first category, invested in capital assets, 
provides equity in the property, plant and equipment owned by WVSOM, with title held by the 
West Virginia Higher Education Policy Commission (“HEPC”).  The next asset category is 
restricted net assets, which is divided into two categories, nonexpendable (permanently restricted) 
and expendable.  Expendable restricted net assets are available for expenditure but must be spent 
for purposes as determined by donors and/or external entities that have placed time or purpose 
restrictions on the use of the assets.  Within expendable net assets are balances that have been 
restricted by the West Virginia Legislature (“Legislature”).  These restricted activities are 
fundamental to the normal ongoing operations of WVSOM and are subject to change by future 
actions of the Legislature.  The final category is unrestricted net assets, which are available for 
expenditure for any lawful purpose of WVSOM. 
 
 
 

Net Assets  
(In thousands of dollars) 

 
                   June 30, 2003       June 30, 2002 

Assets: 
 Current assets            $  11,150            $    9,828  
 Other non-current assets      3,451                  3,576  
 Capital assets, net               17,038                15,565  
Total Assets              $ 31,639           $  28,969   
  
Liabilities 

Current Liabilities           $    2,542            $     2,297   
   Non-current Liabilities           3,209     2,924   
Total Liabilities                  5,751                 5,221   
 
Net Assets  

Invested in capital assets              17,038                15,565   
Restricted – expendable      3,583                  3,188   
Restricted – nonexpendable          46                      46  

 Balances restricted by State Code   3,773                 3,796   
Unrestricted                  1,448                  1,153   

Total Net Assets                25,888              23,748 
 
Total Liabilities and Net Assets         $  31,639             $  28,969 
 
 
In FY 2003, the total assets of WVSOM increased by $2.7 million.  The changes described below 
represent the majority of this increase: 
 

• Current and other non-current assets increased by approximately $1.2 million primarily 
because our cash and cash equivalents increased by $1.1 million.  A four and one-half 
percent increase in both in-state and out-of-state tuition as well as a continuation of the 
3.5% operational expenditure reduction imposed last year resulted in this increase. 
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• Slightly more than half of this increase was due to an increase of approximately $1.5 
million in capital assets, net of depreciation.  Construction of a Founders’ Activity Center 
was completed; a project to upgrade the wiring in the Quad and to bring the fire alarm 
system in the Main building and Quad up to current standards was completed; and phase 
one of a project to double the size of the Robert C. Byrd Clinic began.  

 
For the year, total liabilities increased by $530,107.  The primary causes for the increase were the 
deferred tuition revenue collected in June 2003 that was applicable to the 2004 academic year and 
the additional cost for compensated absences that were accumulated by employees. 
 
Overall, net assets increased by $2.1 million. 
 
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 
activities presented in the Statement of Revenues, Expenses and Changes in Net Assets (the 
“SRECNA”).  The purpose of the SRECNA is to present the revenues earned, both operating and 
nonoperating, and the expenses incurred, operating and nonoperating, and any other revenues, 
expenses, gains and losses earned or incurred by WVSOM. 
 
Generally speaking, operating revenues are earned for providing goods and services to the various 
customers and constituencies of WVSOM.  Operating expenses are those expenses incurred to 
acquire or produce the goods and services provided in return for the operating revenues, and to 
carry out the WVSOM mission.  Revenues earned for which goods and services are not provided 
are reported as nonoperating revenues.  For example, State appropriations are nonoperating 
revenues because they are provided by the Legislature to WVSOM without the Legislature 
directly receiving commensurate goods and services for those revenues. 
 
 

               Revenues, Expenses and Changes in Net Assets  
(In thousands of dollars) 

 
           FY 2003     FY 2002   

 
Operating revenues        $    7,751       $     7,004    
Operating expenses            14,232        13,834   
Operating loss         (    6,481)  (      6,830)   
 
Non-operating revenues                       8,110          8,949   
 
Income before other revenues, 
     expenses, gains or losses             1,629                     2,119 
     
 
Other revenues, expenses, gains or losses              511             299    
 
Increase in net assets              2,140          2,418 
Net assets, beginning of year (as restated 
  in 2002)             23,748        21,330 
Net assets, end of year                    $  25,888    $  23,748   
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The Statement of Revenues, Expenses, and Changes in Net Assets reflects a positive year with an 
increase in the net assets at the end of the year.  A review of the individual revenue and expense 
categories that contributed to the overall increase in net assets reveals the following: 

 

FY2003 Total Revenues
Operating, Nonoperating, and Capital

39%

2%
1%

2 %3%
1%

47%

2%

3%

Student tuition and fees Contracts and grants
Interest on loans receivables Auxiliary enterprise revenue
Fees received from the Commission Miscellaneous - net
State appropriations Investment income
Capital grants and gifts

 
Total operating revenues increased by approximately $747,000, which resulted from the 
following:  
 

• Student tuition and fees (net of scholarship allowance) increased by $881,386 and made up 
81% of WVSOM’s operating revenues and, as the pie chart shows, 39% of total revenues.  
Tuition and fee revenues increased over the previous year because both resident and non-
resident tuition and fees were increased by 4.5%.  We also entered the final year of 
increasing our entering class size by 10 additional students, 5 resident and 5 non-resident 
students. 

 
• Other operating revenues such as noncapital grants and contracts, auxiliary enterprises 

and other operating revenues decreased by $162,154 while interest earned on student 
loans and fees from the HEPC increased by $28,193 making the net decrease $133,961.  
These other operating revenue sources comprised 19% of WVSOM’s operating revenues 
and, as the pie chart shows, 9% of total revenues.   
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Nonoperating revenues decreased by approximately $838,000 as a result of the following: 
 

• Nonoperating revenues from State appropriations decreased by $755,392 and consisted 
mainly of Lottery Special Revenue funds and a very small amount of appropriated State 
General Revenue funds.  These State appropriations accounted for 47% of total operating 
and nonoperating revenues and are used to support the operations of WVSOM.  The 
primary reason for the decrease was because, for the first time, the HEPC in FY 2003 
began retaining the $868,000 Rural Health Initiative Site Support funding that was part of 
our appropriation in FY 2002. 

 
• Investment income makes up a relatively small piece of the nonoperating revenues and, 

because of the poor economic climate, decreased by $83,031.  Investment income 
comprised 2% of total operating and nonoperating revenues in FY 2003.  WVSOM 
participates in the investment pool managed by the State. 

 
Other revenues, expenses, gains or losses increased by $211,280 and made up the remaining 3% 
of total operating and nonoperating revenues.  This increase was from a Federal grant awarded for 
Phase I funding of the Robert C. Byrd Clinic expansion project that started in FY 2003 with an 
estimated completion in December 2004 

. 

FY 2003 Operating Expenses

53%

14%

22%

2%0%
7% 1%

1%

Salaries and wages Benefits

Supplies and other services Utilities

Student financial aid Depreciation

Loan cancellations and write-off Fees assessed by the Commission for operations

Total operating expenses increased by approximately $398,000 as a result of the following actions: 
 

• The salaries and wages and employee benefits categories increased by $872,129 and 
made up approximately 67% of the operating expenses of WVSOM.  A pool of money 
equal to 4.5% of the base salaries of all filled faculty, classified, and non-classified 
positions was made available to distribute to each group of employees.  Faculty increases 
were distributed in accordance with the WVSOM faculty merit policy and, when 
promotional increases and rounding were included, the percentage increase rose to 
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5.39%.  Classified staff advanced 27% of the difference between where they were and 
where they should have been on the new Mercer Pay Schedule at their years of service.   
With rounding, the percentage increase for classified employees equaled 4.55% and 
brought the Mercer Schedule up to the 89.7% funding level.  With rounding, the pool of 
money used to increase the non-classified employees equaled 4.52%.    Benefit costs also 
increased because of increased employer matching for Public Employees Insurance 
Agency premiums as well as other matching costs for social security, worker’s 
compensation, etc., associated with raises granted.   

 
• Supplies and other services decreased because the Rural Health Initiative Site Support 

funding of $868,000 was retained by the HEPC for distribution directly to the four 
consortia  sites affiliated with WVSOM.  This operating expense was included in FY 
2002.  

 
• In all other operating expenses, utilities decreased slightly, loan cancellations and write 

offs increased significantly because the low interest rates available encouraged many 
students to consolidate loans, and fees retained by the HEPC increased slightly.  
Depreciation expense increased by slightly over $315,000 primarily because we retired 
and surplused an unusually large amount of equipment that was no longer being used. 

 
Statement of Cash Flows  
 
The Statement of Cash Flows presents detailed information about the cash activities of WVSOM 
during the year.  The statement is divided into five parts.  The first section deals with operating 
cash flows and shows the net cash used in the operating activities of WVSOM.  The second 
section reflects cash flows from noncapital financing activities.  This section reflects the cash 
received and spent for nonoperating, noninvesting, 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 assets and related items, and related 
funding received.  The fourth section reflects the cash flows from investing activities and shows 
interest received from investing activities.  The fifth section reconciles the net cash used in 
operating activities to the operating loss reflected in the SRECNA.  Overall, cash and cash 
equivalents increased approximately $1.1 million for the fiscal year. 
 
 
 

Cash Flows  
(In thousands of dollars) 

 
      FY 2003    FY 2002  

Cash provided by (used in): 
   Operating activities     ($     4,889)  ($     6,373) 
   Noncapital financing activities                        7,776           8,539 
Capital financing activities                  (2,117)         (1,409)       
   Investing activities                 317              376 
Increase in cash and cash equivalents            1,087           1,133 
Cash and cash equivalents, beginning of year                       8,483           7,350 
Cash and cash equivalents, end of year                $      9,570 $        8,483 
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Capital Asset and Debt Administration 
 
WVSOM had several new renovation and new construction 
projects completed or started during FY 2003 that were 
added to capital assets.  These projects were funded from a 
variety of sources including a Federal grant and private 
grants, and use of WVSOM funds.  No capital debt was 
incurred. 
 

• An upgrade to electric service was started on the 
second and fourth floors of the Quad to eliminate 
power surges and spiking.  The fire alarm system is 
being upgraded and is scheduled for completion in FY 2004.  The tuition and registration 
fee revenues deposited in the Capital Building/Land Improvement fund are dedicated for 
these types of projects. 

 
• Several other minor projects were completed in FY 2003.  A sink hole on the property 

housing the Robert C. Byrd Clinic  required repair.  The sanitary sewer lines under the old 
Clinic needed to be replaced.  The second floor of the old Clinic  in building “C” was 
renovated and remolded for new office space.  Brick repointing and restoration on the 
Science building was completed.  These projects were also funded with Capital 
Building/Land Improvement funds. 

 
• Construction of a new Founders’ Activity Center was completed.  The Center includes a 

basketball court with a walking track around the perimeter, a weight room, a 
cardiovascular room, showers, and a TV room.  This project was funded with an old 
balance of Building Renewal funds as well as other institutional funds. 

 
• A phase I expansion of the Robert C. Byrd Clinic began in FY 2003 which will add a 

16,435 sq. ft. geriatrics wing to the Clinic at a cost of approximately $4 million.  Phase II 
of the expansion project will begin in FY 2004 and add an additional 9,200 sq. ft. to 
enhance the geriatric wing at an additional cost of $2.7 million.  Funding is being 
provided by a Federal grant issued from DHHS/Health Resources and Services 
Administration along with a small portion of institutional matching funds.     

 
• In FY 2004, a request is being submitting to the HEPC for a new Center for Technology 

and Rural Medicine, a Center for Clinical Evaluation, and expansion of our anatomy lab 
due to a projected increase in class size at some time in the future.  It is anticipated that 
these projects will be funded through the sale of bonds guaranteed with State Lottery 
proceeds. 

 
• At June 30, 2003, this time, WVSOM has no capital debt. 
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Economic Outlook    
 
With less than promising economic forecasts for the State as well as 
continued deficits in Medicaid , professional liability insurance, Public 
Employees Insurance Agency, no growth or slow growth in Lottery 
revenues, etc., and with approximately 47% of institutional operations 

funded by nonoperating State appropriations, WVSOM has been vulnerable to spending freezes 
and/or reductions in State appropriations due to a downturn in the State’s economy.  
 
All State agencies have been asked to submit State appropriation budget requests for FY 2005 at 
91% of the FY 2004 base budget level and WVSOM has prepared a strategic plan to manage this 
anticipated 9% decrease in State funding.  WVSOM, in concert with all of the State public higher 
education institutions , has entered into a unity agenda that has restoration of this 9% reduction as 
its only funding priority with the 2004 Legislature.  In FY 2004, both resident and non-resident 
enrollment fees were increased by 7.5%; while in FY 2005, we are once again projecting an 
additional 7.5% increase for both resident and non-resident students in anticipation of a 9% 
reduction in State appropriations.  Fiscal year 2003 culminated our approved strategic plan of 
adding 10 students to the entering class which now brings the minimum entering class size to 75 
students. 
 
In FY 2003, WVSOM began the initial planning and development of several new  
academic programs.  A Problem Base Learning curriculum is on track to begin in FY 2004 which 
would add 21 additional students.  An Objective Structured Clinical Evaluation (OSCE) program 
was developed and implemented for year two students in FY 2003 with plans to be expanded in 
2004 for our current third year class.  A State Wide Campus initiative is also being planned and is 
being implemented as funding becomes available. 
 
Although the economic forecasts for the State of West Virginia may be tenuous, WVSOM’s 
overall financial position is strong.  We feel as if we are well positioned to continue to attract and 
maintain professional medical students.  Increases in the number of non-resident students and 
class size, improved physical plant, along with the continued favorable ranking of academic 
programs at the national level with peer schools indicate that WVSOM should be able to remain 
competitive for recruitment of new students.  
 
The School anticipates the current fiscal year will be much like the last and we will continue to 
maintain a close watch over resources to maintain the School’s ability to react to unknown 
internal and external issues. 
 
 
 
 
        
















































