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1341 National Road

P.O. Box 2050

Wheeling, WV 26003-0251

Voice: 304-242-4400

Fax: 304-2421989

E-mail: Icostanzo@costanzocpas.com
Web Site: www.costanzocpas.com

INDEPENDENT AUDITORS' REPORT

To the Governing Board of
West Virginia Northern Community College:

We have audited the accompanying financial statements of West Virginia Northern Community College (the
“College™) and West Virginia Northern Community College Foundation, Inc. (the “Foundation” a discretely
presented component unit of the College) as of June 30, 2010 and 2009, and for the years then ended, which
collectively comprise the College’s basic financial statements listed in the foregoing Table of Contents. These
financial statements are the responsibility of the College’s and Foundation’s management. Our responsibility is to
express an opinion on these financial statements based on our audits. '

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. The Foundation’s financial statements were not audited in accordance
with Government Auditing Standards but were audited in accordance with auditing standards generally accepted in
the United States of America. Both standards require that we plan and perform the audit to obtain reasonable
assurance about whether the respective financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the College’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the respective financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the respective financial position and
changes in net assets of the College and Foundation at June 30, 2010 and 2009, and cash flows of the College for the
years then ended in conformity with accounting principles generally accepted in the United States of America.

The Management Discussion and Analysis on pages 3 to 11 is not a required part of the 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 12, 2010, on our
consideration of the College’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal contrel over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

(o By tssoetes ) e

October 12, 2010



West Virginia Northern Community College
Management Discussion and Analysis
Fiscal Year Ending June 30, 2010

Overview

West Virginia Northern Community College (WVNCC or the “College™) is providing its financial
statements for the fiscal year 2010, along with a comparative of fiscal years 2009 and 2008, There
are three Financial Statements presented: the Statements of Net Assets; the Statements of Revenues,
Expenses, and Changes in Net Assets; and the Statements of Cash Flows as required by GASB No.
35 reporting standards. This section of the annual financial report focuses on an overview of the
College’s financial performance during the fiscal year ended June 30, 2010, with comparisons to the
two previous fiscal years (June 30, 2009 and 2008).

In addition, WVNCC Foundation consists of two basic financial statements; the Statements of
Financial Position and the Statements of Activities. The WVNCC Foundation assets are controlled
by a separate Board of Trustees and its historical purpose has been in support of student
scholarships, capital improvements, and institutional support. More information about the
accounting and reporting aspects of the Foundation can be found in footnotes 12 and 16 of these
financial statements,

Statements of Net Assets

The Statements of Net Assets present the Assets (current and non-current), Liabilities {current and
non-current), and Net Assets (Assets minus Liabilities) of the College as of June 30, 2010. Assets
denote the resources available to continue the operations of the College. Liabilities indicate how
much the College owes vendors, employees, lending institutions and the West Virginia Higher
Education Policy Commission. Net Assets provide a way to measure the financial position of the
College.

Net Assets are displayed in three major categories:

Invested in capital assets, net of related debt. This category provides equity in the property, plant,
and equipment owned by WVNCC. The title is held by the West Virginia Northern Community
College Board of Governors. It 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. This category includes net assets whose use is restricted either due to
externally imposed constraints or because of restrictions imposed by law. They are further divided
into two additional components — expendable and non-expendable:

Expendable restricted net assets include resources in which the College is legally or
contractually obligated to spend resources in accordance with restrictions imposed by
external third parties. For example, the expenditure 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.

Non-expendable restricted net assets include 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 presently does not have any non-expendable net assets.

Unrestricted Net Assets. This category represents resources derived from tuition and fees, State
appropriations and sales and services of educational activities. These resources are used for
transactions related to the educational and general operations of the College, and may be used at the
sole discretion of the Governing Board to meet current expenses for any purpose.

Statements of Net Asscts
Fiscal Years Ended June 30

Change
2010 2009 2008 FY 10-09
Assets:
Current Assets $11,176,394 $ 8,894,916 $ 7,685,377 25.65%
Other Noncurrent Assets 2,177,712 1,616,257 323,106 34.74%
Capital Assets - Net 23,618,602 22.894.748 24410696 3.16%
Total Assets 36,972,708 33,405,921 32,419,179 10.68%
Liabilities:
Current Liabilities 1,839.9514 1,745,518 1,782,943 541%
Noncurrent Liabilities 1.023.913 214.863 222.004 376.54%
Total Liabilities 2,863,827 1,960.381 2.004.947 46.09%
Net Assets:
Invested in Capital Assets 23,522,053 22,749,732 24219377 3.39%
Restricted Expendable 2,189,852 1,607,763 295,345 36.20%
Unrestricted 8.396,976 7.088.045 5.899.510 18.47%
Total Net Assets $34,108,881 $31,445,540 $30,414,232 8.47%




Statement of Net Assets 2010 to 2009 Financial Highlights:

Assets

e Current and Non-current cash and cash equivalents increased $2,842,933.
e Net Assets - [nvestments in Capital Assets increased by $723,854.

e Accounts Receivable increased by $71,073.

¢ Total Assets increased by $3,566,787.

Liabilities

Current Liabilities increased by $94,396.

e Non-current Liabilities increased by $809,050.

Post Employment Benefits Liability increased by $870,808.
Total liabilities increased by $903,446.

Comments

An indicator that the College has sufficient resources available to meet its obligations is the
current ratio (current assets to current liabilities). This ratio is calculated at 6.07 to 1 and
5.10 to I for 2010 and 2009 respectively, which demonstrates strong asset growth for Fiscal
Year 2010.

West Virginia Northern Community College continues to maintain a strong cash position
with current cash and cash equivalents representing 29% of total assets for FY 2010, The
percentage increase in total assets (11%) and the percentage increase in net assets (8%)
continue to show consistent growth in the College’s financial position. The increase in
Accounts Receivable was due primarily to providing additional payment plan opportunities
to early entrance and other students. The College has added approximately $9.8 million in
net fixed assets over the last 8 vears.

The increase in Other Post Employment Benefits (OPEB) Liability is due to the rise in the
annual OPEB cost as determined by the State’s actuarial calculation. In addition, the State
previously reduced these liabilities by transferring revenues from their General Fund. In FY
2010, the State directed all Universities and Colleges to account for the full amount of these
OPEB liabilities without the transfer of any State general revenue funds.



Statements of Revenues, Expenses and Changes in Net Assets

The Statements of Revenues, Expenses and Changes in Net Assets present the operating results of
the College for the fiscal year ended June 30, 2010 compared to fiscal years ended June 30, 2009 and
2008. The purpose of the Statement is to present the revenues of the College (operating and non-
operating), the expenses of the College (operating and non-operating), and any other revenues,
expenses, gains and losses of the College. State Appropriations, while budgeted for operations, are
considered and reported as non-operating revenues. This is due to State Appropriations being
provided by the Legislature to the College without the Legislature directly receiving commensurate
goods and services for those revenues. The utilization of capital assets is reflected in the Financial
Statements as depreciation, which amortizes the cost of an asset over its expected useful life.

Statements of Revenues, Expenses, and Changes in Net Assets

Fiscal Years Ended June 30
Change
2010 2009 2008 FY 10-09
Total Operating Revenues $ 5,571,740 % 5,782,691 $ 4,580,552 -3.65%
Total Operating Expenses 19,248,531 16,023,437 15,318,000 20.13%
Operating Loss (13,676,791) (10,240,746) (10,737,448) 33.55%
Net Nonoperating Revenues 15,829,485 11,272,054 11,714,741 40.43%
State Capital Grants (Federal) 501,540 - -
Capital Payments on Behalf of College 9,107 - -
Transfer of Assets from Commission - - 25,000
Bend/Capital Proceeds from the Commission - - 555468
Increase in Net Assets Before Cumnulative Effect 2,663,341 1,031,308 1,557,761 158.25%
Change Accounting Principle-Cumulative Effect - - 988,293 0.00%
Increase in Net Assets 2,663,341 1,031,308 2,546,054 158.25%
Net Assets - Beginning of Year 31,445,540 30,414,232 27,868,178 3.39%
Net Assets - End of Year § 34,108,881 § 31445540 § 30414232 8.47%




The graph illustrates the operating expenses by natural classification, non-operating expenses, and percentage
based on the total expenditures of $19,255,478, $16,032,927, and $15,330,878 for the vears ended 2010, 2009

and 2008, respectively.
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Statements of Cash Flows

The Statements of Cash Flows provide information about the cash receipts, cash payments, and net
change in cash resulting from the activities of the College during the year, This Statement helps
users assess the College’s ability to generate net cash flows, its ability to meet obligations as they
come due, and its need for external financing.

The Statement of Cash Flows is divided into four parts:
Cash flows from operating activities. This section shows the net cash used by the operating

activities of the College.

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

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

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

Statements of Cash Flows
Fiscal Years Ended June 30

Change
2010 2009 2008 FY 10-09

Cash provided by (used in):
Operating Activities $ (11,914,470) § (9,180,533) $ (9,530,755) 29.78%
Nencapital Financing Activities 15,813,594 12,395,579 11,223,222 ' 27.57%
Capital Financing Activities (1,703,459) (2.417,694) (718,611) -29.54%
Investing Activities 24,420 102,106 257,601 -76.08%
Increase in Cash and Cash Equivalents 2,220,085 899 458 1,231,457 146.82%
Cash and Cash Equivalents - beginning of year 8,321,840 7,422,382 6,190,925 12.12%
Cash and Cash Equivalents - end of year $ 10,541,925 § 8321840 § 7422382 26.68%

Comments

The College generated positive cash flows which resulted in ending cash balance increases 26.68%
and 12.12% for the years ended 2010 and 2009, respectively. The 2010 increase is supported by the
increased Federal Pell Grants and State Stabilization Funds. These increases were offset by
disbursements in financial aid, wages and benefits, and purchases of capital assets.

-10-



Statement of Revenues, Expenses and Changees in Net Assets 2010 to 2009 Financial
Highlights:

Operating Reveniue

Total Operating Revenues decreased $210,951.
Net Student Tuition & Fees increased $202,162.
State Contracts and Grants decreased $377,466.
Private Contracts and Grants decreased $34,605.

Operating Expenses

Total Operating Expenses increased $3,225,094.
¢ Salaries and Wages increased $309,203.
Employee Benefits increased $716,355.

Student Financial Aid increased $1,723,710.

Non-Operating Revenues {Expenses)

Net Non-Operating Revenues increased by $4,657,431.
State Appropriations decreased $350,540.

State Stabilization funds to the College increased $525,540.
Federal Pell Grants to student increased by $3,243,015.

¢ © e ©

Comments

Total operating revenues decreased. Contract and grant revenue decreased by a larger
margin than net tuition and fees increased. Gross tuition and fees increased by over $1.6
million, however netting scholarship allowances against gross tuition and fees vielded only a
$202,162 increase.

Total operating expenses increased due to an increase in financial aid disbursements and an
overall 11% increase in salary & benefits. Salaries and wages increased 4% and benefits 37%
over 2009. The large increase in benefits is directly related to the increase in other post
employment benefits liability.

The Non-Operating Revenues increased as a result of an increase in Federal Pell Grants
disbursed to students as well as the State Stabilization funds used to reimburse the College
for reductions in State Appropriations.




Major sources of revenue for the College consist of program and general. The graph illustrates the
revenues by source and percentage based on the total revenue of $21,408,172, $17,064,235, and
$16,888,639 for the vears ended 2010, 2009, 2008 respectively.
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Economic OQutlook

WVNCC regional service area has a mixed economic future. Currently, Ohio and Marshall Counties
have high employment and shortage of skilled workers for the existing jobs. The counties of
Hancock, Brooke, Wetzel and Tyler face economic slowdowns caused by heavy industry reductions
and out migration. In all areas, high school population continues to decline while the elderly
population is increasing. This is a formula that will produce negative economic issues for the region.

The competition for students also increased with the region’s nine higher education institutions
tapping a similar customer base. WVNCC is planning to outpace the other institutions by focusing
on select markets, expanding the Allied Health programs, and enhancing the technical programs.
With funds provided through state initiatives, the College will purchase a flexible space site in
Wheeling and add on to the Weirton Campus for technical training.

Another enrollment effort focuses on Northern’s e-learning expansion. With the hiring of an
Instructional Technologist, the College is committed to making a significant impact on e-learning in
" the region. The goal is to expand on-line courses by 25% within a year.

In addition, the College will work with current faculty to offer 10% more hybrid courses. Within two
years, it is expected Northern will have three complete programs on-line.

The last initiative focuses on the adult market in terms of expanded evening and weekend courses,
accelerated programs and certificates, and certification offerings. Partnerships with WVU and
Bethany College will provide a pathway for our students to continue their studies after the Associate
Degree while remaining on their community college campus.

WVNCC has worked diligently to establish contingency, deferred maintenance, and base budget
funds. All department budgets have adequate funding, but a cautionary stance is still maintained
within the budget. Increased efficiencies have permitted the College to reinvest in its infrastructure
and personnel. Northern is expected to be financially stable going into the next fiscal year.

-11-




WEST VIRGINIA NORTHERN COMMUNITY COLLEGE

STATEMENTS OF NET ASSETS
AS OF JUNE 30, 2010 AND 2009

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable—net
Inierest receivable on State cash accounts
Due from Commission/Council

Loans to students—current portion
Prepaid expenses

Total current assets

NONCURRENT ASSETS:
Cash and cash equivalents

Loans to students, net of allowance of $93,997 and

$88,510 in 2010 and 2009, respectively
Capital assets—net

Total noncurrent assets

TOTAL

-12-

2010 2009
$ 10,541,925  § 8321,840
302,028 230,955
2,033 2,402
311,662 310,974
17,844 17.913
2 10,832
11,176,394 8,894,016
2,155,034 1,583,195
22,678 33,062
23,618,602 22,894,748
25796314 24,511,005
$ 36,972,708  $ 33,405,921
(Continued)



WEST VIRGINIA NORTHERN COMMUNITY COLLEGE

STATEMENTS OF NET ASSETS
AS OF JUNE 30, 2010 AND 2009

2010 2009
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 478,488 $ 278,535
Due to State of West Virginia : 15,253 17,521
Due to Commission 7,555 1,167
Accrued liabilities 870,653 656,771
Deferred revenue 59,191 344,148
Capital leases—current portion 21919 20,646
Compensated absences—current portion 358,015 398,908
Debt obligation to Commission—current portion 28,840 27,822
Total current liabilities 1,839,914 1,745,518
NONCURRENT LIABILITIES:
Advances from federal sponsors 58,685 69,685
Other post employment benefits liability 919,438 48,630
Debt obligation to Commission 13,241 42,080
Capital leases 32,549 54,468
Total noncurrent liabilities 1,023,913 214,863
Total liabilities 2,863,827 1,960,381
NET ASSETS:
Invested in capital assets—net of related debt 23,522,053 22,749,732
Restricted for—expendable: ‘
Capital projects 2,136,871 1,564,485
Scholarships : 52,981 43,278
Total restricted expendable 2,189,852 1,607,763
Unrestricted 8,396,976 7,088,045
Total net assets 34,108,881 31,445,540
TOTAL $ 36972708  $ 33405921
See notes to financial statements (Concluded)
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WEST VIRGINIA NORTHERN COMMUNITY COLLEGE

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

OPERATING REVENUES:

Student tuition and fees - net of scholarship allowance of
$3,789,600 and $2,350,421 in 2010 and 2009, respectively

Confracts and grants:
Federal ..
State

Private -
Interest on student loans receivable

Sales and services of educational activities
Miscellaneous—net

Total operating revenues

OPERATING EXPENSES:
Salaries and wages
Benefits
Supplies and other services
Utilities
Student financial aid—scholarships and fellowships

Depreciation
Fees assessed by the Commission for operations

Total operating expenses

OPERATING LOSS

-15-

2010 2009

3,176,386 $ 2,974,224
166,017 168,116
1,903,709 2,281,175
145,302 179,907
908 3,432
180,346 179,211

(928) (3.374)
5,571,740 5,782,691
7.442,401 7,133,196
2,641,755 1,925,400
2,686,672 2,160,045
332,520 383,817
5,063,750 3,340,040
1,026,956 1,025,209
54,477 55,730
19,248,531 16,023,437

(13.676,791) (10,240,746)

{Continued)




WEST VIRGINIA NORTHERN COMMUNITY COLLEGE

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

NONOPERATING REVENUES (EXPENSES):
State appropriations
State fiscal stabilization funds (federal)
Federal Pell grants
Payments on behalf of the College
Gain/(Loss) on disposal of assets
Investment income
Interest on indebtedness

Net nonoperating revenues

INCOME BEFORE OTHER REVENUES, EXPENSES, GAINS
OR LOSSES

STATE CAPITAL GRANTS (FEDERAL)
CAPITAL PAYMENTS MADE ON BEHALF OF COLLEGE

INCREASE IN NET ASSETS

NET ASSETS—Beginning of year

NET ASSETS—End of year

See notes to financial statements

2010 2009
$  7360,176 $ 7,710,716
525,540 -
7,927,878 4,684,863
160,941
39 (1,395,574)
22,799 90,598
(6,947) (9,490)
15,829,485 11,272,054
2,152,694 1,031,308 -
501,540
9,107
2,663,341 1,031,308
31,445,540 30,414,232
$ 34,108,881 $ 31,445,540
(Concluded)
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WEST VIRGINIA NORTHERN COMMUNITY COLLEGE

STATEMENTS OF CASH FLCWS
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
Student tuition and fees
Contracts and grants
Payments to and on behalf of employees
Payments to suppliers
Payments to utilities
Payments for scholarships and fellowships
Loans issued to students
Collection.of loans to students
Sales and service of educational activities
Fees assessed by the Commission for operations

Other receipts—net
Net cash used in operating activities

CASH FLLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State appropriations
State fiscal stabilization funds (federal)
Federal Pell grants
Federal direct lending receipts
Federal direct lending payments

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES:
Purchases of capital assets
Proceeds on disposal of capital assets
Principal paid on leases
Interest paid on leases
Principal payment on debt obligation due Commission
Interest paid on obligation to Commission
Fees assessed by Commission
Bond Proceeds from Policy Commission
State capital grants (federal)
Capital payments made on behalf of college

Deposits to noncurrent cash and cash equivalents

Net cash used in capital financing activities

CASH FLOWS FROM INVESTING ACTIVITY -Interest on investments
INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS—Beginning of year

CASH AND CASH EQUIVALENTS—End ofyear

-19-

2010 2009
$ 3,037,807 § 2,842,796
2,311,028 2,224,322
(9,213,215) (8,775,351)
(2,855,732) (2,135,628)
(325,656) (381,303)
(5,063,750) (3,340,040)
(91,607) (4,308,191)
165,996 4,574,222
180,346 179,211
(54,477) (55,730)
(5,210) (4,841)
(11,914,470) (9,180,533)
7,360,176 7,710,716
525,540
7,927,878 4,684,863
5,745,342
(5,745,342)
15,813,594 12,395,579
(1,584,672) (1,708,357
39 593,250
(20,646) (19,446)
(3.944) (5,144)
(27.822) (26,856)
(3,002) (4,346)
(2,220) (2.212)
49,040
501,540
9,107
(571,839) (1,293,623)
(1,703,459) (2,417,694)
24,420 102,106
2,220,085 899,458
8,321,840 7,422,382
$10,541,925  § 8,321,840

(Continued)




WEST VIRGINIA NORTHERN COMMUNITY COLLEGE

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

RECONCILIATION OF OPERATING LOSS TONET CASH
USED IN OPERATING ACTIVITIES:
Operating loss
Adjustments to reconcile operating loss to net cash
used in operating activities:

Depreciation expense
Expenses paid on behalf of the College
Changes in assets and liabilities:
Accounts receivables—net
Interest receivable from State cash accounts
_Due from Commission/Council
- 'Loans to students—net
. Prepaid expenses
- Accounts payable
= Due to State of West Virginia
“Due to Commission
' Due to affiliates of Commission
Due to Council
Accrued liabilities
Deferred revenue
Compensated absences
Other post employment benefits

Advances from federal sponsors
Other

NET CASH USED IN OPERATING ACTIVITIES

NONCASH TRANSACTIONS:
Capital assets purchased through accounts payable and
accrued liabilities

See notes to financial statements.

2010

$ (13,676,791)

2009

$ (10,240,746)

1,026,956 1,025,209
190,941
(71,073) (116,027)
(531) 11,497
(688) (211,184)
10,453 6,124
10,830 (19)
201,766 9,248
(2,268) (10,336)
(514)
7,555
(220,000)
41,024 33,059
(284,957) 277,937
(40,893) 22,951
870,808 35,870
(11,000) 5,457
4,339

$ (11,914,470)

S (9,180,533)

b 270,429

$ 99,384

(Concluded)



