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INDEPENDENT AUDITORS’ REPORT

To the West Virginia Higher Education
Policy Commission
Charleston, West Virginia

We have audited the accompanying combined special-purpose financial statements — modified cash
basis of the West Virginia Higher Education Policy Commission Revenue Refunding Bonds Higher
Education Facilities 2007 Series A (the “Bonds”), which comprise the combined special-purpose
statements of assets, liabilities, and fund balance (deficit) — modified cash basis as of June 30, 2013 and
2012, and the related combined special-purpose statements of revenues collected, expenses and costs
paid, and changes in fund balance (deficit) — modified cash basis for the years then ended, and the
related notes to the financial statements, (collectively, the “Combined Special-Purpose Financial
Statements).

Management’s Responsibility for the Combined Special-Purpose Financial Statements

Management is responsible for the preparation and fair presentation of these Combined Special-Purpose
Financial Statements in accordance with the modified cash basis of accounting described in Note 1 to the
Combined Special-Purpose Financial Statements; this includes determining that the modified cash basis
of accounting is an acceptable basis for the preparation of the financial statements in the circumstances.
Management is also responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of Combined Special-Purpose Financial Statements that
are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these Combined Special-Purpose Financial Statements
based on our audits. We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Combined Special-Purpose Financial Statements are free of
material misstatement.

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

Opinion

In our opinion, the Combined Special-Purpose Financial Statements referred to above present fairly, in all
material respects, the combined assets, liabilities, and fund balance (deficit) of the Bonds as of June 30,
2013 and 2012, and its combined revenues collected, expenses, and costs paid, and changes in fund
balance (deficit) for the years then ended in accordance with the modified cash basis of accounting
described in Note 1 to the Combined Special-Purpose Financial Statements.

Basis of Accounting

We draw attention to Note 1 of the Combined Special-Purpose Financial Statements, which describes the
basis of accounting. As described in Note 1 of the Combined Special-Purpose Financial Statements, these
Combined Special-Purpose Financial Statements were prepared for the purpose of complying with the
related bond agreements and are intended to present only the selected assets, liabilities, fund balances,
revenues, and expenses and costs paid of the West Virginia Higher Education Policy Commission
required to be presented under these agreements. The Combined Special-Purpose Financial Statements
are prepared on the modified cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. These Combined Special-
Purpose Financial Statements are not intended to be a complete presentation of the West Virginia Higher
Education Policy Commission. Our opinion is not modified with respect to this matter.

Restriction on Use
Our report is intended solely for the information and use of the West Virginia Higher Education Policy

Commission, management of the West Virginia Higher Education Policy Commission, and the
bondholders and is not intended to be and should not be used by anyone other than these specified parties.
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WEST VIRGINIA HIGHER EDUCATION POLICY COMMISSION
REVENUE REFUNDING BONDS HIGHER EDUCATION

FACILITIES 2007 SERIES A

COMBINED SPECIAL-PURPOSE STATEMENTS OF ASSETS, LIABILITIES, AND FUND BALANCE (DEFICIT) — MODIFIED CASH BASIS

AS OF JUNE 30, 2013 AND 2012

2013

2012

Revenue Escrow Bond

Fund Fund Fund
ASSETS

DEPOSITS WITH THE STATE
TREASURER IN ACCOUNTS
OF THE MUNICIPAL BOND
COMMISSION $ - $ - $ -

AMOUNT DUE FROM
WEST VIRGINIA HIGHER
EDUCATION POLICY
COMMISSION STATE
UNIVERSITY SYSTEM BONDS

‘ ~

Cost of
Issuance
Fund

Combined

Revenue
Fund

TOTAL $ -

©“

~

©“
'

LIABILITIES AND FUND
BALANCE (DEFICIT)

LIABILITIES — Bond indebtedness $ 20,900,000 $ - $ -

DUE TO THE STATE
TREASURER 6,763

DUE TO THE MUNICIPAL
BOND COMMISSION 325

FUND (DEFICIT) BALANCE (20,906,763) 7 (325)

$ 20,900,000

6,763

325

(20,907,081)

$ 22,060,000

(22,060,000)

©“

~

©“
'

TOTAL $ -

$ 7

See notes to combined special-purpose financial statements — modified cash basis.

Escrow
Fund

‘ ~

©“
~

©
'

‘ ~

©
~

Bond
Fund

$ 1,279

Cost of
Issuance
Fund

Combined

$ 1,279

$ 1,279

$ 1,286

1,279

$ 22,060,000

(22,058,714)

$ 1,279

$ 1,286




WEST VIRGINIA HIGHER EDUCATION POLICY COMMISSION
REVENUE REFUNDING BONDS HIGHER EDUCATION

FACILITIES 2007 SERIES A

COMBINED SPECIAL-PURPOSE STATEMENTS OF REVENUES COLLECTED, EXPENSES AND COSTS PAID, AND
CHANGES IN FUND BALANCE (DEFICIT) — MODIFIED CASH BASIS

FOR THE YEARS ENDED JUNE 30, 2013 AND 2012

2013 2012
Cost of Cost of
Revenue Escrow Bond Issuance Revenue Escrow Bond Issuance
Fund Fund Fund Fund Combined Fund Fund Fund Fund Combined

REVENUES COLLECTED:

Student fees — net $ 2,133,610 $ - $ - - $ 2,133,610 2,107,776 $ - $ - $ - $ 2,107,776

Income from investments L 395 395 L 176 176

Total revenues collected 2,133,610 - 395 - 2,134,005 2,107,776 - 176 - 2,107,952

EXPENSES AND COSTS PAID:

Service fees 37,397 2,000 39,397 2,000 2,000

Interest L 942,975 942,975 L 987,775 987,775

Total expenses and costs paid 37,397 - 944,975 - 982,372 - - 989,775 - 989,775

EXCESS (DEFICIENCY) OF REVENUES

COLLECTED OVER EXPENSES AND

COSTS PAID 2,096,213 (944,580) 1,151,633 2,107,776 (989,599) 1,118,177
RETIREMENT OF BONDS 1,160,000 (1,160,000) - 1,120,000 (1,120,000) -
TRANSFERS (FROM) TO — For payment

of current debt service requirement (2,102,976) 2,102,976 - (2,107,776) 2,107,776 -
TRANSFERS TO WEST VIRGINIA HIGHER

EDUCATION POLICY COMMISSION

REVENUE BONDS HIGHER EDUCATION

FACILITIES 2004 SERIES B - (120) (120)
FUND (DEFICIT) BALANCE — Beginning

of year (22,060,0000 7 1,279 (22,058,714) (23,180,000 7 3,102 120 (23,176,771)
FUND (DEFICIT) BALANCE — End

of year $(20,906,763) $7 $ (325) - $(20,907,081) $(22,060,000) $ 7 $ 1,279 $ - $(22,058,714)

See notes to combined special-purpose financial statements — modified cash basis.




WEST VIRGINIA HIGHER EDUCATION POLICY COMMISSION
REVENUE REFUNDING BONDS HIGHER EDUCATION
FACILITIES 2007 SERIES A

NOTES TO COMBINED SPECIAL-PURPOSE FINANCIAL STATEMENTS — MODIFIED CASH BASIS
AS OF AND FOR THE YEARS ENDED JUNE 30, 2013 AND 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization — The West Virginia Higher Education Policy Commission Revenue Refunding Bonds
Higher Education Facilities 2007 Series A (the “Bonds”) are obligations of the West Virginia Higher
Education Policy Commission (the “Commission”), an agency of the State of West Virginia (the
“State”). Senate Bill 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 created the Commission, which is
responsible for developing, gaining consensus around, and overseeing the implementation and
development of a higher education public policy agenda. It is charged with oversight of public higher
education institutions to ensure they are accomplishing their missions and implementing the provisions
set by the State statute.

S.B. 653 abolished the Board of Trustees of the University System of West Virginia effective June 30,
2000, and created a one-year Interim Governing Board. Effective July 1, 2001, certain powers were
transferred to newly created Governing Boards at 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.

The Bonds were issued on April 17, 2007, to advance refund the 1997 Series A State University System
Bonds, 1997 Series A State College System Bonds, and 2000 Series A State University System Bonds
per the State University General Resolution and State College General Resolution (the “General
Resolution”). Of the refunding, $7,855,000 of $8,095,000 1997 Series A State College System Bonds,
$9,990,000 of $10,300,000 1997 Series A State University System Bonds, and $6,970,000 of $7,780,000
2000 Series A State University System Bonds were refinanced and defeased.

The Commission has the authority to assess each public institution of higher education for payment of
debt service on these Bonds. The tuition and registration fees of the members of the former State
University and College Systems are generally pledged as collateral for the Commission’s bond
indebtedness. Student fees collected by an institution in excess of the debt service allocation are retained
by the institution for internal funding of capital projects and maintenance. Pledged collections by the
institutions (Universities and Colleges) were $33.0 million and $25.6 million for the years ended

June 30, 2013 and 2012, respectively. The Bonds remain an obligation of the Commission.

Basis of Presentation — The General Resolution requires that the Commission is to maintain certain
accounts and funds related to the Bonds. The Commission prepares annual combined special-purpose
financial statements that set forth the balances and activity in the specified funds. The following is a
description of the funds that the Commission is required to maintain and to present in the form of
combined special-purpose financial statements:



Revenue Fund — The revenue fund accounts for pledged revenues and expenses and costs paid related
thereto, and outstanding bonds.

Escrow Fund — The escrow fund accounts for the proceeds of revenue bonds and subsequent
disbursement thereof for their intended purpose.

Bond Fund — The bond fund accounts for the transfers from the revenue fund and subsequent
disbursement thereof for their intended purpose and the payment of bond principal and interest.

Cost of Issuance Fund — The costs of issuance include legal and underwriter costs, and certain other
costs to issue the Bonds. The costs of issuance reduced the proceeds from issuance of the Bonds by
$139,791.

Included in these combined special-purpose financial statements are the funds and accounts of the
Revenue Refunding Bonds Higher Education Facilities 2007 Series A Bonds.

These combined special-purpose financial statements do not constitute a complete presentation of the
assets, liabilities, net assets, revenues, and expenses of the Commission, but present only the funds the
Commission is required to present in the combined special-purpose financial statements pursuant to the
provisions of the General Resolution.

In accordance with requirements of the General Resolution as amended, accounting records for the
Bonds are maintained on the cash receipts and disbursements basis. Consequently, certain revenues and
the related assets are recognized when received rather than when earned, and certain expenses and costs
are recognized when paid rather than when the obligation is incurred. The combined special-purpose
financial statements are prepared on the modified cash basis of accounting, which is an other
comprehensive basis of accounting as required by the General Resolution. The principal modification to
the cash basis of accounting is the recording of bond indebtedness. Consequently, as these are combined
special-purpose financial statements to comply with the General Resolution, a Management Discussion
and Analysis is not included in the combined special-purpose financial statements.

Deposits with the State Treasurer have been pooled for maximization of investment income. These
deposits are combined with deposits of various other funds. Investment income on these deposits is
allocated to the various funds based on the balance of these deposits at the end of the month in which the
income was earned.

REVENUE REFUNDING BONDS HIGHER EDUCATION FACILITIES BONDS

On April 17, 2007, the 2007 Series A Bonds were issued in the original principal amount of
$25,915,000, with rates up to 5% and a total all-in interest cost of 4.34%, maturing serially through
April 1, 2027. The 2007 Series A Bonds were issued to provide funding for refinancing of a portion of
the 1997 Series A State College System Bonds ($7,855,000), the 1997 Series A State University System
Bonds ($9,990,000), and the 2000 Series A State University System Bonds ($6,970,000). The amount
refinanced was $24,815,000, which, with the reduced interest rates, will provide a savings of $1,813,791
to the Commission. At June 30, 2013, the outstanding bonds have interest rates ranging from 4.00% to
4.25%.

The Bonds are revenue bonds payable solely from pledged University and College System institutions’
revenues, including tuition and registration fees, and earnings attributable to the investment of pledged
revenues. The University System Bonds, the 2004 Series B Bonds, the 2010 Series A, B, and C Bonds,
and the 2012 Series A and B Bonds are on a parity with the 2007 Series A Bonds with respect to sources
of and security for payment and in all other respects. No provision of the General Resolution is to be
construed to authorize the Commission, at any time or in any manner, to pledge the credit or taxing
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power of the State, nor is any obligation or debt created by the Commission or issued under the General
Resolution deemed to be an obligation of the State. The Bonds are fully insured as to principal and
interest by the American Municipal Bond Assurance Corporation.

Under the amended General Resolution, the Commission shall at all times fix and otherwise provide for
the collection of revenues (as defined in the General Resolution), which includes tuition and registration
fees from University and College System institutions, as defined in the General Resolution and other
amounts legally available, in an amount not less than 1.0 times the principal and interest due in each
fiscal year (current budget period) the Bonds are outstanding, beginning with fiscal year ended June 30,
2008. On October 29, 1999, the Board of Trustees approved University System of West Virginia,
Administrative Bulletin No. 37, which was retroactive to July 1, 1999. On August 2, 2001, the
Commission resolved that effective for the year ended June 30, 2002, the institutions would remit only
the stipulated amounts sufficient to meet debt service requirements. The purpose of these actions was to
provide a more efficient and manageable process for assignment of responsibility by institution for
payment of capital fund obligations. In addition, these actions are to simplify the process used for
retention of the tuition and registration fee revenue collections, remitting only the required amounts to
the Commission as scheduled. During the years ended June 30, 2013 and 2012, the Commission
collected revenues approximating 1.1 times and 1.0 times the principal and interest due, respectively.

A summary of annual aggregate principal and interest payments for the years subsequent to June 30,
2013, is as follows:

Fiscal Years Ending Total Total

June 30 Principal Interest Total
2014 $ 1,210,000 $ 896,575 $ 2,106,575
2015 1,255,000 848,175 2,103,175
2016 1,305,000 797,975 2,102,975
2017 1,365,000 745,775 2,110,775
2018 1,415,000 691,175 2,106,175
2019 1,475,000 634,575 2,109,575
2020 1,530,000 575,575 2,105,575
2021 1,590,000 514,375 2,104,375
2022 1,660,000 448,788 2,108,788
2023 1,730,000 378,238 2,108,238
2024 1,805,000 304,713 2,109,713
2025 1,880,000 228,000 2,108,000
2026 1,305,000 134,000 1,439,000
2027 1,375,000 68,750 1,443,750

$20,900,000 $7,266,689 $28,166,689

3. OTHER TRANSACTIONS

Certain purchasing, accounting, and other administrative services are provided by the Commission and
other State agencies to the Bonds.
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