The College leases land under a capital lease agreement. Future annual minimum lease payments for
years subsequent to June 30, 2011, are as follows:

Year Ending
June 30
2012 $ 15,987
2013 7,993
23,980
Less interest (1,102)
$ 22,878

OTHER POST EMPLOYMENT BENEFITS

In accordance with GASB, OPEB costs are accrued based upon invoices received from PEIA, based
upon actuarial determined amounts. At June 30, 2011 and 2010, the noncurrent liability related to OPEB
costs was $1,830,802 and $919,438, respectively. The total of OPEB expense incurred and the amount
of OPEB expense that relates to retirees was $1,176,238 and $264,874, respectively, during 2011 and
$1,154,941 and $232,449, respectively, during 2010. As of the year ended June 30, 2011, there were 19
retirees receiving these benefits.

STATE SYSTEM OF HIGHER EDUCATION INDEBTEDNESS

The College is a State institution of higher education and the College receives a State appropriation to
finance a portion of 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, including certain
facilities of the College. Financing for these facilities was provided through revenue bonds issued by the
former Board of Regents or the former Boards of the College and College Systems (the “Boards™).
These obligations administered by the Commission are the direct and total responsibility of the
Comimission, as successor to the former Boards.

The Commission has the authority to assess each public institution of higher education for payment of
debt service on these system bonds. The education and general capital fees (previously tuition and
registration fees) of the members of the former State College System are generally pledged as collateral
for the Commission’s bond indebtedness. Student fees collected by the institution in excess of the debt
service allocation are retained by the institution for internal funding of capital projects and maintenance.
Although the bonds remain as capital obligation of the Commission, an estimate of the obligation of
each institution is reported as a long-term payable by each institution and as a receivable by the
Cominission, effective as of June 30, 2002. During 2011 and 2010, the College paid $28,840 and
27,822, respectively, against the debt obligation. The amounts due to Commission at June 30, 2011 and
2010 were $13,241 and $42,081.

During December 2009, the Commission, on behalf of the Council, issued $78,295,000 of Community
and Technical Colleges Improvement Revenue Bonds, 2009 Series A (the “2009 Bonds™). The proceeds
of the 2009 Bonds will be used to finance the acquisition, construction, equipping, or improvement of
community and technical college facilities in West Virginia. The bond projects listed in the bond
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offering for the 2009 Bonds propose bond funding of $6,000,000 for the College. As of June 30, 2011,
$291,560 of such bond proceeds has been expended on behalf of the College. State lottery funds will be
used to repay the debt.

UNRESTRICTED NET ASSETS

The College's unrestricted net assets at June 30, 2011 and 2010, include certain designated net assets, as
follows:

2011 2010
Designated for capital repairs and improvements $ 2,000,000 $ 2,000,000
Undesignated 9,896,929 7,316,414
Total unrestricted net assets before OPEB liability 11,896,929 0,316,414
Less: OPEB liability 1,830,802 019,438
Total unrestricted net assets $ 10,066,127 $ 8,396,976

RETIREMENT PLANS

Substantially all full-time employees of the College participate in either the West Virginia State
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.

Effective January 1, 2003, higher education employees enrolled in the basic 401(a) retirement plan with
TIAA-CREF have an option to switch to the Educators Money 401(a) Basic Retirement Plan (the
"Educators Money"). New hires have the choice of either plan.

Total contributions to Educators Money for the years ended June 30, 2011, 2010, and 2009 were
$17,992, $19,332, and $17,558, respectively, which consisted of contributions of $8,996, $9,666, and
$8,779 from the College in 2011, 2010 and 2009, respectively, and $8,996, $9,666, and $8,779, from the
covered employees in 2011, 2010 and 2009, respectively.

The STRS is a cost-sharing, defined-benefit public employee retirement system, Employer and
employee contribution rates are established annually by the State Legislature. The contractual maximum
contribution rate is 15%. The College’s contributions to the STRS were at the rate of 15% of each
enrolled employee’s total annual salaries for the years ended June 30, 2011 and 2010. Required
employee contributions were at the rate of 6% of total annual salaries for the years ended June 30, 2011
and 2010. 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.
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Total contributions to the STRS for the years ended June 30, 2011, 2010, and 2009 were $98,857,
$103,248, and $129,904, respectively, which consisted of $70,612, $73,749, and $92,789, from the
College in 2011, 2010, and 2000, respectively, and $28,245, $29,499, and $37,115, from the covered
employees in 2011, 2010 and 2009, respectively.

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.

The TIAA-CREF is defined contribution benefit plans in which benefits are based solely upon amounts

contributed plus investment earnings. Each employee who elects to participate in this plan is 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. In addition, employees may elect to make

additional contributions to TIAA-CREF, which are not matched by the College.

Total contributions to the TIAA-CREF for the years ended June 30, 2011, 2010, and 2009 were
$652,364, $617,832, and $594,258, respectively, which consisted of equal contributions from the
College and covered employees of $326,182 in 2011, $308,916 in 2010, and $297,129 in 2009.

The College’s total payroll for the years ended June 30, 2011 and 2010 was $7,843,000 and $7,442,000,
respectively; total covered employees’ salaries in the STRS, TIAA-CREF, and Educators Money were
$470,749, $5,436,364, $149,929, and $491,657, $5,146,074, $161,097, in 2011 and 2010, respectively.

FOUNDATION

The West Virginia Northern Community College Foundation, Incorporated is a separate nonprofit
organization incorporated in the State and has as its mission “...seeks, receives and manages private
funds to increase the College’s capabilities in the areas of institutional development, professional
development, capital facilities and equipment, and financial assistance to students.” Oversight of the
Foundation is the responsibility of a separate and independently elected Board of Trustees not otherwise
affiliated with the College. In carrying out its responsibilities, the Board of Trustees of the Foundation
oversees management, forms policy, and maintains fiscal accountability over funds administered by the
Foundation. Although the College does not control the timing or amount of receipts from the
Foundation, the majority of resources, or income thereon, which the Foundation holds and invests, is
restricted to the activities of the College by the donors. Because these restricted resources held by the
Foundation can only be used by, or for the benefit of, the College, the Foundation is considered a
component unit of the College and is therefore discretely presented with the College’s financial
statements in accordance with GASB. Based on the Foundation’s audited financial statements as of
June 30, 2011 and 2010, the Foundation’s net assets (including unrealized gains) totaled $2,425,730 and
$2,026,409, respectively. Complete financial statements for the Foundation can be obtained from the
Foundation office located in the College B&O Building, Room 122 at 1704 Market St., Wheeling, WV
26003.

During the years ended June 30, 2011 and 2010, the Foundation contributed $192,695 and $218,714,
respectively, to the college for scholarships, capital improvements, and institutional support.

ALUMNI ASSOCIATION (UNAUDITED)

The College has a separately incorporated affiliated organization, the Alumni Association. Oversight
responsibility for this entity rests with an independent board and management not otherwise affiliated
with the College. Accordingly, the financial statements of this organization are not included in the
College’s accompanying financial statements under the blended component requirements. They are not
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included in the College’s accompanying financial statements under directly presented component unit
requirements as, they (1) are not material or (2) have dual purposes (i.e. not entirely or almost entirely
for the benefit of the College).

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 affect the financial position of the College.

Under the terms of federal grants, periodic audits are required and certain costs may be questioned as not
being appropriate expenditures under the terms of the grants. Such audits could lead to reimbursement to
the grantor agencies. The College’s management believes disallowances, if any, will not have a
significant financial impact on the College’s financial position.

The College owns various buildings, which are known to contain asbestos. The College is not required
by federal, state or local law to remove the asbestos from its buildings. The College is required by
federal environmental, health and safety regulations to manage the presence of asbestos in its buildings
in a safe manner. The College addresses its responsibility to manage the presence of asbestos in its
buildings on a case-by-case basis. Significant problems of dangerous asbestos conditions are abated, as
the condition becomes known. The College also addresses the presence of asbestos as building
renovation or demolition projects are undertaken and through asbestos operation and maintenance
programs directed at containing, managing or operating with the asbestos in a safe manner.
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16. COMPONENT UNIT DISCLOSURES (FOUNDATION)

The following are the notes taken directly from the audited Foundation’s financial statements:

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES:

Nature of activities - West Virginia Northern Community College Foundation, Inc. (the
“Foundation”) is a not-for-profit corporation organized under the laws of the State of West
Virginia. The Foundation is classified as exempt from federal income tax under Section 501(c)(3)
of the Internal Revenue Code. The Foundation was organized to support and assist in the
development and growth of West Virginia Northern Community College (*‘the College™) for all
aspects of its programs and services. The Foundation’s mission *“...seeks, receives and manages
private funds to increase the College’s capabilities in the areas of institutional development,
professional development, capital facilities and equipment, and financial assistance to students.”
Oversight of the Foundation is the responsibility of a separate and independently elected Board of
Trustees not otherwise affiliated with the College. The President of the College is a non-voting
member of the Board of Trustees. In carrying out its responsibilities, the Board of Trustees of the
Foundation oversees management, forms policy and maintains fiscal accountability over funds
administered by the Foundation. Although West Virginia Northern Community College does not
control the timing or amount of receipts from the Foundation, the majority of resources, or income
thereon, which the Foundation holds and invests, is restricted to the activities of the College by the
donors. During the years ended June 30, 2011 and 2010, the Foundation contributed $41,635 and
$18,836, respectively, to the college for scholarships and grants,

Basis of Accounting - The Foundation financial statements have been prepared on the accrual
basis of accounting in accordance with United States of America generally accepted principles
(GAAP).

Basis of Presentation - The Foundation reports its financial position and activities according to
standards established by the Financial Accounting Standards Board (FASB). Accordingly, the
Foundation has classified its net assets and its revenue, expenses, gains, and losses based on the
existence or absence of donor-imposed restrictions. Under FASB, the Foundation is required to
report its financial position and activities according to three classes of net assets. Below is a
summary of those classifications:

Unrestricted — Assets and contributions that are not restricted by donors or for which
restrictions have expired are unrestricted.

Temporarily restricted — Assets and contributions for which the donor has imposed
restrictions that permit the Foundation to use or expend the donated assets for College
support according to the restriction are temporarily restricted, The restrictions are
satisfied either by the passage of time or by actions of the Foundation.
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Permanently restricted — Assets and contributions for which the donor stipulates that funds
be maintained permanently, but permits the Foundation to use or expend part or all of the
income derived from the donated assets, are permanently restricted. Such assets are
comprised of endowment funds, which are subject to the restrictions of the donor
requiring that the principal be invested in perpetuity. The investment income, including
realized and unrealized gains and losses are recorded as temporarily restricted until they
are released from restrictions by disbursement according to the terms of the gift
instrument.

Both temporarily and permanently restricted net assets are to be used for the support and
benefit of West Virginia Northern Community College.

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain
reporting amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash and cash equivalents - For purposes of the statement of cash flows, the Foundation considers
all highly liquid investments, available for current use, with an initial maturity of three months or
less to be cash equivalents.

Contributions - All contributions are recorded at their estimated fair value and are considered to be
available for unrestricted use unless specifically restricted by the donor. Amounts received that
are designated for future periods or restricted by the donor for specific purposes are reported as
temporarily restricted or permanently restricted support that increases those net asset classes.
When a temporary restriction expires, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from
restrictions.

Contributions of donated noncash assets are recorded at fair value in the period received. Donated
services are recognized as contributions at their fair values in the period received in accordance
with FASB, if the services (a) create or enhance nonfinancial assets or (b) require specialized
skills, are performed by people with those skills, and would otherwise be purchased by the
Foundation.

Promises to Give - Unconditional promises to give that are expected to be collected within one
year are recorded at estimated net realizable value. Unconditional promises to give that are
expected to be collected in future years are recorded at the present value of their estimated future
cash flows. The discounts on those amounts are computed using risk-free interest rates for United
States Government issues. Amortization of the discounts is included in contribution revenue.
Conditional promises to give are not recorded as support until the conditions are substantially met.

The Foundation uses the allowance method to determine uncollectible unconditional promises
receivable. The allowance is based on prior years' experience and management’s analysis of
specific promises made.

Investments - Investments in equity securities and all debt securities are reported at their fair value
based upon quoted market prices.



The Foundation operates a pooled investment portfolio consisting of common trust funds for all
funds. New funds or additions to existing funds are assigned a share in the common trust fund
investment pool based upon the amount of cash or estimated fair value of securities deposited.
Income, including unrealized appreciation or depreciation and realized capital gains and losses, are
allocated to unrestricted or temporarily restricted funds depending on whether the investment was
established for general operating (unrestricted) or a specific purpose (temporarily restricted).

Notes Receivable - Notes receivable are carried at unpaid principal balances. Interest on loans is
recognized over the term of the loan and is calculated using the simple-interest method on
principal amounts outstanding,.

UNCONDITIONAL PROMISES TO GIVE

Unconditional promises to give consist primarily of receivables for the marketing and
development, Middle College and scholarship programs at June 30, 2011 and 2010, There
are no allowances for uncollectible accounts at June 30, 2011 and 2010 as all
unconditional promises to give are expected to be collected in full.

At June 30, 2011 and 2010 the receivable balances are as follows:

2011 2010
Receivable in less than one year $ 12,500 $§ 57,660
Receivable in one to five years 5,000
Total unconditional promises to give 12,500 62,660
Less discount to net present value (62)
Net unconditional promises to give $ 12,500 $ 62,598

The discount rate used on long-term promises to give was based on risk-free rates of return at
June 30, 2010.

NOTES RECEIVABLE

The Foundation leases land under a capital lease agreement to West Virginia Northern Community
College. The following is a schedule by year of future annual minimum payments required under
the lease obligations existing at June 30, 2011:

Year Ending

June 30
2012 $ 15,987
2013 7,993
23,980
Less mterest (1,102)
$ 22,878



The Foundation’s endowment consists of two individual funds established for
scholarships. Its endowment is donor-restricted only. The Foundation holds no Board of
Trustees designed endowments. As required by GAAP, net assets associated with
endowment funds, are classified and reported based on the existence or absence of donor-
imposed restrictions. The Foundation Board of Trustees has interpreted the UPMIFA as
requiring the preservation of the fair value of the original contribution as of the
contribution date of the donor restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Foundation classifies as
permanently restricted net assets, (a) the original value of contributions donated to the
permanent endowment, and (b) the original value of subsequent contributions to the
permanent endowment. Accumulations of interest, dividends, and market appreciation
made in accordance with the direction of the applicable endowment instrument are
classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Foundation allocation committee in a manner consistent with the
standard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the
Foundation considers the following factors in making a determination to spend or
accumulate donor-restricted endowment funds:

1. The duration and preservation of the fund
The purposes of the organization and the donor-restricted endowment fund

General economic conditions

2

3

4. Possible effects of inflation/deflation

5. Expected total return from income and the appreciation of investments
6. Other financial resources of the Foundation

7. Foundation investment policies (see footnote #4)

Endowment Net Asset composition as of June 30, 2011 and 2010 is as follows:

Endowment Net Assets Composition 011 2010

Unrestricted $ - $ (26,493)
Temporarily restricted 40,665 14,062
Permanently restricted 546,480 496,820
Total Funds $ 587,145 $ 484,389

Description of Amounts Classified as

Temporarily and Permanently Restricted Net Assets 2011 2010
Permanently Restricted Net Assets
Partion of perpetual endowment funds required to be

retained by donor stipulation or UPMIFA $ 546,480 $ 496,820
Temporarily Restricted Net Assets
Term endowment funds $ 20,846 $ 14,062
Portion of perpetual endowment funds subject to

purpose restrictions 19,819 -
Total $ 40665 $ 14,062
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Changes in Endowment Net Assets for the years ended June 30, 2011 and 2010 are as

follows:

June 30, 2011
Endowment net assets,
beginning of year

Investment return:
Investment income
Net appreciation
(realized and unrealized)
Total investment return

Contributions

Appropriation of endowment
assets for expenditure

Endowment net assets,
end of year

June 30, 2010
Endowment net assets,
beginning of year

Investment return:
Investment income
Net appreciation
(realized and unrealized)
Total investment return

Contributions

Appropriation of endowment
assets for expenditure

Endowment net assets,
end of year

Temporarily Permanently
Unrestricted Restricted Restricted Total
$  (26,493) $ 14,062 $ 496,820 $ 484,389
- 10,923 10,923
26,493 24,687 51,180
26,493 35,610 - 62,103
= 5,000 49,660 54,660
- (14,007) £ (14,007)
$ ; $ 40,665 $ 546,480 $ 587,145
Temporarily Permanently
Unrestricted Restricted Restricted Total
$  (44,747) $ 10,011 $ 458,826 $ 424,090
- 10,782 10,782
18,254 1,889 20,143
18,254 12,671 - 30,925
: 5,000 37,994 42,994
- (13,620) - (13,620)
$  (26,493) $ 14,062 $ 496,820 $ 484,389




INVESTMENTS

The cost and estimated fair values of investments at June 30, 2011 and 2010 are:

2011 2010
Fair Market Fair Market
Cost Value Cost Yalue

U.S. Govemment Agency Obligations b3 477,064 $ 529,970
Corporate Bonds and Notes 54,095 52,458
Equity Securities 1,050,039 670,072
Foreign Equity 68,774 58,747
Fixed Income Mutual Funds 124,151 123,225
Common Trust Fund Balance 1,839,433 1,774,123 1,684,939 1,434,472
Cash Equivalents 596,055 596,055 400,044 400,044
S 2435488 S 2,370,178 S 20849831 § 1,834,516

Unrealized losses on investments amount to $65,310 and $250,467 at June 30, 2011 and 2010,
respectively. Investment income and gains and losses on investments are reported as an increase
or decrease in unrestricted net assets unless a donor or law temporarily or permanently restricts
their use.

Twenty of the Twenty-Two Foundation investment funds are invested in a financial institution’s
common trust fund, The common trust fund balance reflects the aggregate cost basis that each of
these investment funds has in the financial institutions common trust fund. The common trust
fund fair market value reflects the market value of individual investments held by the fund at June
30, 2011 and 2010.

The Foundation, through a trust department, invests in cash equivalents and a common trust fund,
which allows the Foundation to purchase domestic and foreign equities, tixed income and equity
mutual funds, U.S. Government obligations, corporate bonds and commercial paper. “The
Foundation’s investment objective is to obtain maximum total return by balancing growth and
income and assuming a prudent degree of risk to provide predictable income and achieve an
appreciation of the capital after factoring for inflation.” It is the Foundation’s investment policy
that no one company shall exceed ten percent of the equity portfolio. The Foundation cannot
exceed ten percent investment in international equities and cannot be invested more than twenty-
five percent in any one industry. Additionally, any fixed income investment cannot exceed ten
years maturity.

The spending policy states that income available for spending is determined by the Allocation
Committee, unless the investment fund has a legal document stipulating otherwise. For
scholarships, the Allocation Committee calculates 3% of the three year rolling fair market value
average to determine the amount of student assistance available. Capital spending and institutional
development spending is discretionary depending on adequate funding sources to maintain the
expenditure level of the program. All income and appreciation not needed to meet the spending
needs will be reinvested.



FAIR VALUE OF FINANCIAL INSTRUMENTS

The Foundation follows FASB standard for using fair value to measure financial assets
and financial liabilities. This standard applies whenever other standards require or permit
assets or liabilities to be measured at fair value.

FASB establishes a three level hierarchy based on pricing availability in measuring fair
values for assets and liabilities. These three levels are:

Level I — Quoted market prices are available in active trading markets for identical
assets or liabilities as of the report date.

Level II - Pricing inputs other than quoted market prices are available in active
trading markets as of the report date. These assets or liabilities have prices
available but are traded less frequently, or are fair valued using other financial
instruments, the parameters of which can be directly observed.

Level Il — Assets or liabilities have little or no pricing observability as of the
report date. These items are usually measured using management’s best estimate
of fair value, where the inputs into the determination of fair value require
significant management judgment or estimation.

The Foundation reports all investments at their fair value as of June 30, 2011 and 2010
under Level I of the hierarchy totaling $2,370,178 and $1,834,516, respectively. The
Foundation holds no investments as of June 30, 2011 and 2010 under Levels 1I or III.

TEMPORARILY AND PERMANENTLY RESTRICTED NET ASSETS

Net assets were temporarily and permanently restricted for the following purposes
at June 30, 2011 and 2010:

2011 2010
Temporarily Permanently Temporarily Permanently
Restricted Restricted Restricted Restricted
Scholarships/Student Assistance $ 1,160,664 $ 546,480 $ 849,069 $ 496,820
Capital Projects 31,723 - 27,942 -
Institutional Support 305,889 - 273,522 -
Totals $ 1,498,276 $ 546,480 $ 1,150,533 $ 496,820

ENDOWMENTS

The Foundation discloses its endowment funds under the provisions of FASB, which
provides guidance on the net asset classification of donor-restricted and board designated
endowment funds for a nonprofit organization subject to an enacted version of the
Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA). The state of
West Virginia has adopted the provisions of the UPMIFA.



Funds with Deficiencies — From time to time, the fair value of assets associated with
individual donor-restricted perpetual endowment funds may fall below the level that the
donor or UPMIFA requires the Foundation to retain as a fund of perpetual duration. In
accordance with GAAP, deficiencies of this nature that are reported in unrestricted net
assets were $0 and $26,493 as of June 30, 2011 and 2010, respectively. These
deficiencies resulted from unfavorable market fluctuations during fiscal year ended
June 30, 2010.

Return Objectives and Risk Parameters — The Foundation’s Board of Trustees has adopted
investment and spending policies for endowment assets similar to those as described in
investment footnote #4 identified for all investments of the Foundation. Such policies
attempt to provide a predictable stream of funding the scholarship programs supported by
its endowment while trying to achieve appreciation in excess of inflation rates. Actual
returns in any given year may vary from this objective.

Strategies Employed for Achieving Objectives — To satisfy its long-term rate-of-return
objective, Foundation investment strategies rely on a total return philosophy in which

returns are achieved through both realized and unrealized capital appreciation and current
investment yields. The Foundation seeks diversification of investments with an emphasis
on equity-based investments to achieve this objective.

Spending Policy and How the Investment Objectives Relate to Spending Policy — The
Foundation has a spending policy of appropriating 3% of the three-year rolling fair market

value investment average. The Foundation expects the current spending policy to allow
its endowment to grow in excess of this spending level. This is consistent with the
Foundation’s objective to maintain the donor-required level of perpetual duration or for a
specified term as well as to provide for additional real growth through new contributions
and investment return.

SPECIAL EVENTS FUNDRAISERS

Various special events fundraisers were held during the year. Gross revenues and direct
expenses related to those events are as follows at June 30, 2011:

June 30, 2011 Golf
Scramble Other Total
Special event revenue 3 27,526 $ 100 $ 27,626
Less: Costs of direct benefit to donors (12,143) - (12,143)
$ 15383  $ 100 5 15483
June 30, 2010 Golf Social
Scramble Auction Networking Total
Special event revenue $ 22,128 $ 1,825 $ 655 $ 24,608
Less: Costs of direct benefit to donors (5,710) (101) (40) (6,851)
$ 16,418 $ 1,724 $ 615 $ 18,757
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RELATED PARTY TRANSACTIONS

A member of the Board of Trustees also provided legal services for the Foundation.
$225 was paid to the member's law firm for the fiscal years ended June 30, 2010.

SUBSEQUENT EVENTS

The Foundation assessed events occurring subsequent to June 30, 2011, through the date
of this report for potential recognition and disclosure in the financial statements. No
events have occurred that would require adjustment to or disclosure in the financial
statements which were available to be issued September 22, 201 1.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Governing Board of
West Virginia Northern Community College:

We have audited the financial statements of West Virginia Northern Community College (the “College”) as of and for
the year ended June 30, 2011, and have issued our report thereon dated October 7, 2011, We conducted our audit,
exclusive of the discretely presented component unit, 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 audit of the discretely presented component unit was
conducted in accordance with generally accepted auditing standards but not in accordance with the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the College is responsible for establishing and maintaining effective internal control over financial
reporting. In planning and performing our audit, we considered the College’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the College's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the College's internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements
on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses as defined above.
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Compliance and Other Matters

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 grant
agreements, 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
audits, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the West Virginia Northern Community College Governing
Board, management of the College, the West Virginia Higher Education Policy Commission, the WV Council for
Community and Technical College Education, federal and state awarding agencies, and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.
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October 7, 2011
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