













































































Compensated Absences and Other Postemployment Benefits (OPEB) — GASB provides standards for
the measurement, recognition and display of OPEB expenditures, assets, and liabilities, including
applicable note disclosures and required supplementary information. During fiscal year 2006, House Bill
No. 4654 was established to create a trust fund for postemployment benefits for the State. The College is
required to participate in this multiple employer cost-sharing plan, the West Virginia Retiree Health
Benefit Trust Fund, sponsored by the State. Details regarding this plan and its stand-alone financial
statements can be obtained by contacting the West Virginia Public Employees Insurance Agency (PEIA),
601 57th St., SE, Suite 2, Charleston, WV 25304-2345 or http://www.peia.wv.gov

GASB requires entities to accrue for employees’ rights to receive compensation for vacation leave or
payments in lieu of accrued vacation or sick leave as such benefits are earned and payment becomes
probable. The College’s full-time employees earn up to two vacation leave days for each month of service
and are entitled to compensation for accumulated, unpaid vacation leave upon termination. Full-time
employees also earn 1 1/2 sick leave days for each month of service and are entitled to extend their health
or life insurance coverage upon retirement in lieu of accumulated, unpaid sick leave. Generally, two days
of accrued sick leave extend health insurance for one month of single coverage, and three days extend
health insurance for one month of family coverage. For employees hired after 1988, or who were hired
before 1988 but did not choose such coverage until after 1988 but before July 1, 2001, the employee
shares in the cost of the extended benefit coverage to the extent of 50% of the premium required for the
extended coverage. Employees hired July 1, 2001, or later will no longer receive sick leave credit toward
insurance premiums when they retire. Additionally, all retirees have the option to purchase continued
coverage regardless of their eligibility for premium credits. This liability is now provided for under the
multiple-employer, cost-sharing plan sponsored by the State.

Certain faculty employees (generally those with less than a 12-month contract) earn a similar extended
health or life insurance coverage retirement benefit based on years of service. Generally, 3 1/3 years of
teaching service extend health insurance for one year of single coverage and five years extend health
insurance for one year of family coverage. Faculty hired after July 1, 2009, will no longer receive years of
service credit toward insurance premiums when they retire. Employees hired after July 1, 2010, receive no
health insurance premium subsidy from the College. Two groups of employees hired after July 1, 2010,
will not be required to pay the unsubsidized rate: 1) active employees who were originally hired before
July 1, 2010, who have a break in service of fewer than two years after July 1, 2010; and 2) retired
employees who retired before July 1, 2010, return to active service after July 1, 2010, and then go back
into retirement. In those cases, the original hire date will apply.

The estimated expense and expense incurred for the vacation leave or OPEB benefits are recorded as a
component of benefits expense on the statements of revenues, expenses, and changes in net position.

Net Pension Liability — For purposes of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the West Virginia Teachers’ Retirement System (TRS), administered by the
West Virginia Consolidated Public Retirement Board (CPRB), and additions to/reductions from the TRS
fiduciary net position have been determined on the same basis as they are reported in the TRS financial
statements, which can be found at ttps:/www.wvretirement.com/Publications.html#CAFR. The plan
schedules of TRS are prepared using the accrual basis of accounting and economic resources measurement
focus in accordance with U.S. GAAP as prescribed by GASB. Employer contributions are recognized
when due and the employer has a legal requirement to provide the contributions. Investments are reported
at fair value. Detailed information on investment valuation can be found in the TRS financial statements.
Management of TRS has made certain estimates and assumptions relating to employer allocation
schedules, and actual results could differ. (See Note 11.)
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Deferred Outflows of Resources — Consumption of net position by the College that is applicable to a
future fiscal year is reported as a deferred outflow of resources on the statement of net position. As of
June 30, 2015, the College had deferred outflows related to pensions of $27,100.

Deferred Inflows of Resources — Acquisition of net position by the College that is applicable to a future
fiscal year is reported as a deferred inflow of resources on the statement of net position. As of June 30,
2015, the College had deferred inflows related to pensions of $85,640.

Risk Management — The State’s Board of Risk and Insurance Management (BRIM) provides general,
property and casualty, and liability coverage to the College and its employees. Such coverage may be
provided to the College by BRIM through self-insurance programs maintained by BRIM or policies
underwritten by BRIM that may involve experience-related premiums or adjustments to BRIM.

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

In addition, through its participation in PEIA and third-party insurers, the College has obtained health, life,
prescription drug coverage, and coverage for job-related injuries for its employees. In exchange for
payment of premiums to PEIA and the third-party insurers, the College has transferred its risks related to
health, life, prescription drug coverage, and job-related injuries.

Classification of Revenues — The College has classified its revenues according to the following criteria:

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

Nonoperating Revenues — Nonoperating revenues include activities that have the characteristics of
nonexchange transactions, such as gifts and contributions, and other revenues that are defined as
nonoperating revenues by GASB, such as state appropriations, federal Pell grants, investment income, and
sale of capital assets (including natural resources).

Other Revenues — Other revenues consist primarily of capital gains and gifts.

Use of Restricted Components of Net Position — The College has not adopted a formal policy regarding
whether to first apply restricted or unrestricted resources when an expense is incurred for purposes for
which both restricted and unrestricted resources are available. Generally, the College attempts to utilize
restricted resources first when practicable.

Federal Financial Assistance Programs — The College makes loans to students under the Federal Direct
Student Loan Program. Under this program, the U.S. Department of Education makes interest subsidized
and nonsubsidized loans directly to students, through institutions such as the College. Direct student loan
receivables are not included in the College’s statements of net position as the loans are repayable directly
to the U.S. Department of Education. In 2015 and 2014, the College received and disbursed approximately
$2,990,690 and $3,190,000, respectively, under the Federal Direct Student Loan Program on behalf of the
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U.S. Department of Education, which is not included as revenue and expense on the statements of
revenues, expenses, and changes in net position.

The College also distributes other student financial assistance funds on behalf of the federal government to
students under the federal Pell Grant, Supplemental Educational Opportunity Grant, and College Work
Study programs. The activity of these programs is recorded in the accompanying financial statements. In
2015 and 2014, the College was awarded approximately $4,600,000 and $4,800,000, respectively, under
these federal student aid programs.

Scholarship Allowances — Student tuition and fee revenues, and certain other revenues from students,
are reported net of scholarship allowances in the statements of revenues, expenses, and changes in net
position. Scholarship allowances are the difference between the stated charge for goods and services
provided by the College, and the amount that is paid by students and/or third parties making payments on
the student’s behalf.

Financial aid to students is reported in the financial statements under the alternative method as prescribed
by the National Association of College and University Business Officers. Certain aid, such as loans, funds
provided to students as awarded by third parties and Federal Direct Lending is accounted for as a third-
party payment (credited to the student’s account as if the student made the payment). All other aid is
reflected in the financial statements as operating expenses, or scholarship allowances, which reduce
revenues. The amount reported as operating expense represents the portion of aid that was provided to the
student in the form of cash. Scholarship allowances represent the portion of aid provided to the student in
the form of reduced tuition. Under the alternative method, these amounts are computed on a college basis
by allocating the cash payments to students, excluding payments for services, on the ratio of total aid to
the aid not considered to be third-party aid.

Government Grants and Contracts — Government grants and contracts normally provide for the
recovery of direct and indirect costs, subject to audit. The College recognizes revenue associated with
direct costs as the related costs are incurred. Recovery of related indirect costs is generally recorded at
fixed rates negotiated for a period of one to five years.

Income Taxes — The College is exempt from income taxes, except for unrelated business income, as a
nonprofit organization under federal income tax laws and regulations of the Internal Revenue Service.

Service Concession Arrangements — The College has Service Concession Arrangements (SCAs) for the
operation of their bookstore. Renovations made to College facilities by service concession vendors are
capitalized and revenues are deferred and accreted over the life of the contract.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
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3.

CASH AND CASH EQUIVALENTS

The composition of cash and cash equivalents was held as follows:

June 30, 2015
Current Noncurrent Total
State Treasurer $ 4,081,126 $ 469,484 §$ 4,550,610
In Bank 1,383,754 - 1,383,754
On Hand 1,350 - 1,350
Total $ 5,466,230 $ 469,484 $ 5,935,714
June 30, 2014
Current Noncurrent Total
State Treasurer $ 4,977,340 $ 469,484 $ 5,446,824
In Bank 305,425 - 305,425
On Hand 1,350 - 1,350
Total $ 5284,115 § 469,484 $ 5,753,599

Cash held by the State Treasurer includes $469,484 at June 30, 2015 and 2014, of restricted cash reserved for
debt payments on the College Revenue Bonds (see Note 6).

The carrying amount of cash in bank at June 30, 2015 and 2014, was $1,383,754 and $305,425 as compared
with the combined bank balance of $1,385,507, and $319,002, respectively. The difference is primarily caused
by the delay in the remission of funds, representative of student aid, due to the college. The bank balances
were covered by federal depository insurance as noted below or were collateralized by securities held by the
State’s agent. Regarding federal depository insurance, bank accounts are insured by the Federal Deposit
Insurance Corporation up to $250,000.

Amounts with the State Treasurer as of June 30, 2015 and 2014, are comprised of three investment pools, the
WV Money Market Pool, the WV Government Money Market Pool and the WV Short Term Bond Pool.

Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The following table provides information on the Standard & Poor’s rating of the investment pools

as of June 30:

2015 2014
Carrying Value S&P Carrying Value S&P
External Pool (in Thousands) Rating (in Thousands) Rating
WYV Money Market Pool $ 4,493 AAAmM $ 5,294 AAAm
WV Government Money Market Pool 40 AAAm 44 AAAmM
WYV Short Term Bond Pool 1 Not Rated 112 Not Rated
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A Fund rated “AAAm” has extremely strong capacity to maintain principal stability and to limit exposure to
principal losses due to credit, market, and/or liquidity risks. “AAAm” is the highest principal stability fund
rating assigned by Standard & Poor’s.

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. All the amounts with the State Treasurer are subject to interest rate risk. The
following table provides information on the weighted-average maturities for the WV Money Market Pool and
the WV Government Money Market Pool:

2015 2014
Carrying Value WAM Carrying Value WAM
External Pool (in Thousands) (Days) (in Thousands) (Days)
WYV Money Market Pool $ 4,493 49 3 5,294 36
WV Government Money Market Pool 40 58 44 37

The following table provides information on the effective duration for the WV Short Term Bond Pool:

2015 2014
Effective Effective
Carrying Value Duration Carrying Value Duration
External Pool _(in Thousands) (Days) (in Thousands) (Days)
WYV Short Term Bond Pool $ 1 410 § 112 407

Other Investment Risks — Other investment risks include concentration of credit risk, custodial credit risk,
and foreign currency risk. None of the BTI’s Consolidated Fund’s investment pools or accounts is exposed to
these risks as described below.

Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, the College will not be able to recover the value of the investment or collateral securities that are
in the possession of an outside party.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.
The College’s investment policy limits investment maturities from potential fair value losses due to increasing
interest rates. No more than 5% of the money market fund’s total market value may be invested in the
obligations of a single issuer, with the exception of the U.S. government and its agencies.

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment or a deposit. The College has no securities with foreign currency risk.
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ACCOUNTS RECEIVABLE

Accounts receivable as of June 30, 2015 and 2014, are as follows:

Student tuition and fees - net of allowance for doubtful accounts -

0f$322,414 and $523,906 for 2015 and 2014, respectively

Grants and contracts receivable
Other accounts receivable

Other accounts receivable - noncurrent

CAPITAL ASSETS

2015 2014
$ 351,819 § 226,876
768,391 273,002
4,045,071 2,208
85,194 -
$ 5,250,475 § 502,086

Summaries of capital assets transactions for the College for the years ended June 30, 2015 and 2014 are as

follows:

Capital assets not being depreciated:
Land

Total capital assets not being
depreciated

Other capital assets:
Building and leasehold improvements
Building - leased
Land improvements
Telecommunications - leased
Equipment

Total other capital assets

Less accumulated depreciation for:
Building and leasehold improvements
Building - leased
Land improvements
Telecommunication - leased
Equipment

Total accumulated depreciation

Other capital assets — net

Capital asset summary:
Capital assets not being depreciated
Other capital assets

Total cost of capital assets

Less accumulated depreciation

Capital assets — net

2015
Beginning Ending
Balance Additions Reductions Transfers Balance

$ 1,878,768 § - § - 3 - $ 1,878,768
$ 1,878,768 § - § - 3 - 3 1,878,768
$ 20,202,835 § - $ - 3 439,823 § 20,642,658
439,823 - - (439,823) -
258,186 - - - 258,186
586,900 - - - 586,900
1,458,133 131,120 (55,600) - 1,533,653
22,945,877 131,120 (55,600) - 23,021,397
1,249,839 410,611 - 35,186 1,695,636
35,186 - - (35,186) 0

71,718 17,212 - - 88,930

74,993 39,127 - - 114,120

917,261 170,434 (35,681) - 1,052,014
2,348,997 637,384 (35,681) - 2,950,700

$ 20,596,880 $  (506,264) § (19,919) $ - $§ 20,070,697
$ 1,878,768 $ - 3 - $ - 3 1,878,768
22,945,877 131,120 (55,600) - 23,021,397
24,824,645 131,120 (55,600) - 24,900,165
2,348,997 637,384 (35,681 - 2,950,700

$ 22475648 §  (506,264) $ (19,919) § - $ 21,949,465
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2014

Beginning Ending
Balance Additions Reductions Transfers Balance
Capital assets not being depreciated:
Land $ 1,878,768 § - 8 -3 - $ 1,878,768
Total capital assets not being
depreciated $ 1,878,768 § -3 - 3 - 3 1,878,768
Other capital assets:
Building and leasehold improvements $ 19,821,230 $ 381,605 §$ - 3 - $ 20,202,835
Building - leased 439,823 - - - 439,823
Land improvements 258,186 - - - 258,186
Telecommunications - leased 586,900 - - - 586,900
Equipment 1,442,008 25,722 9,597) - 1,458,133
Total other capital assets 22,548,147 407,327 (9,597 - 22,945,877
Less accumulated depreciation for:
Building and leasehold improvements 848,024 401,815 - - 1,249,839
Building - leased 26,390 8,796 - - 35,186
Land improvements 54,506 17,212 - - 71,718
Telecommunications - leased - 35,866 39,127 - - 74,993
Equipment 774,258 148,202 (5,199) - 917,261
Total accumulated depreciation 1,739,044 615,152 (5,199) - 2,348,997
Other capital assets — net $ 20,809,103 §$ (207,825) § (4,398) § - $ 20,596,880
Capital asset summary:
Capital assets not being depreciated $ 1,878,768 $ - $ - - § 1,878,768
Other capital assets 22,548,147 407,327 (9,597) - 22,945,877
Total cost of capital assets 24,426,915 407,327 9,597) - 24,824,645
Less accumulated depreciation 1,739,044 615,152 (5,199 - 2,348,997
Capital assets — net $ 22687871 § (207,825) $ (4,398) § - $ 22,475,648

NONCURRENT LIABILITIES

Summaries of noncurrent obligation transactions for the College for the years ended June 30, 2015 and
2014 are as follows:

2015
Beginning Ending Current
Balance Additions Reductions Balance Portion
Noncurrent liabilities:
OPEB liability $ 2,058,445 $ 156,375 $ (36,498) $ 2,178,322
Net pension liability - 198,553 - 198,553
Bonds payable 3,002,209 - (349,208) 2,653,001 $363,761
Capital lease obligations 463,879 - (214,278) 249,601 122,240
Debt obligation due to Commission 1,068,986 - (164,744) 904,242 172,745
Total noncurrent liabilities $ 6,593,519 § 354,928 § (764,728) $ 6,183,719
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2014

Beginning Ending Current
Balance Additions Reductions Balance Portion
Noncurrent liabilities:
OPEB liability $ 2,026,634 $ 70,124 $ (38,313) $2,058,445
Bonds Payable 3,337,445 - (335,236) 3,002,209 $349,208
Capital lease obligations 668,722 - (204,843) 463,879 214,279
Debt obligation due to Commission 1,226,802 - (157,816) 1,068,986 164,746
Total noncurrent liabilities $§ 7,259,603 $ 70,124 $(736,208) $6,593,519
BONDS

Bonds payable at June 30, 2015 and 2014, consist of the following:

Interest Annual Principal Principal Amount Outstanding
Rate Instaliment Due 2015 2014

College Revenue Bonds 4.125%  $162,555 - $446,147  $ 2,653,001  $3,002,209

On September 30, 2012, the college issued $3,500,000 in revenue bonds to First Sentry Bank of
Huntington, WV. The proceeds were used to complete the financing of the $20 million campus project
opened in the fall semester of 2013. The terms of the bonds are for 10 years with the fixed interest rate of
4.125%. The college made interest only payments on March 1, 2012 and September 1, 2012. Semi-
annual payments of principal and interest will be made on March 1 and September 1 of each year,
commencing on March 1, 2013. The payments are to be made from cash receipts from Marshall
University, pursuant to the Memorandum of Understanding between the College and Marshall University
executed on March 20, 2009, and a pledge of the general capital fees collected from students.

A summary of the annual aggregate principal payments for years subsequent to June 30, 2015 is as
follows:

Years Ending June 30: Principal Interest Total

2016 $§ 363761 $ 105,723  $ 469484
2017 378,921 90,563 469,484
2018 394,713 74,772 469,485
2019 411,163 58,322 469,485
2020 428,298 41,187 - 469,485
2021 - 2022 676,145 28,081 704,226

3,051,649
Less interest 398,648
Total $ 2,653,001
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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, 2015, 2014 and 2013, the noncurrent liability related to OPEB
costs was $2,178,322, $2,058,445, and $2,026,634 respectively. The total OPEB expense incurred and the
amount of OPEB expense that relates to retirees was $353,702 and $233,825, respectively during 2015 or
66%. The total OPEB expense incurred and the amount of OPEB expense that relates to retirees was
$288,364 and $256,553, respectively, during 2014 or 89%. The total OPEB expense incurred and the
amount of OPEB expense that relates to retirees was $257,973 and $222,494, respectively, during 2013 or
86%. As of and for the years ended June 30, 2015, 2014, and 2013, there were 10, 11, and 9, respectively,
retirees receiving these benefits.

CAPITAL LEASE

The College leased a building through a capital lease for the College’s Cooking and Culinary Arts Center.
At June 30, 2015 and 2014, the leased building had a net book value of $395,840 and $404,637,
respectively. During fiscal year 2013, the College leased telecommunication equipment for the
Headquarters Building through a capital lease. At June 30, 2015 and 2014, the equipment had a net book
value of $472,781 and $511,907, respectively.

Future annual minimum lease payments for years subsequent to June 30, 2015, are as follows:

Years Ending June 30: Principal Interest Total
2016 $ 122240 $ 8421 § 130,661
2017 127,361 3,300 130,661
261,322
Less interest 11,721
Total $ 249,601

STATE SYSTEM OF HIGHER EDUCATION INDEBTEDNESS

The College is a State institution of higher education, and the College receives a State appropriation to
finance its operations. In addition, it is subject to the legislative and administrative mandates of the 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 University and College Systems (the “Boards”).
These obligations administered by the Commission are the direct and total responsibility of the
Commission, 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 tuition and registration fees of the members of the former State
University 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 a 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 Commission.
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10.

11.

For the years ended June 30, 2015 and 2014, debt services assessed are as follows:

2015 2014
Principal $ 164,746 $ 157,815
Interest 48,059 55,470
Other 5,500 5,500
Total $ 218305 §$§ 218,785

During the year ended June 30, 2005, the Commission issued $167,000,000 of 2004 Series B 30-year
Revenue Bonds to fund capital projects at various higher education institutions in the State. The College
was approved to receive $4,253,559 of these funds plus interest earnings of $281,294. The College has
recognized $4,253,559 plus the related interest earnings of $281,294 as of June 30, 2012. State lottery
funds will be used to repay the debt, although, the College revenues are pledged if lottery funds prove
insufficient.

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 offering
for the 2009 Bonds proposed bond funding of $13,500,000 for MCTC. As of June 30, 2013, $13,500,000
had been recognized as capital payments made on behalf of MCTC. State lottery funds will be used to
repay the debt.

UNRESTRICTED COMPONENTS OF NET POSITION

During FY 2014, the Board designated certain unrestricted components of net position to be used for the
costs involved in renovating the new college campus. The designated unrestricted resources include all
rental income received from DirecTV and all payments received from Marshall University, for the
property purchased from the College.

2015 2014
Undesignated $ 5898531 $§ 4544317
Total unrestricted net position before OPEB and pension liability 5,898,531 4,544,317
Less: OPEB liability 2,178,322 2,058,445
Less: Pension liability 198,553 -
Total unrestricted net position $ 3521656 $§ 2485872

RETIREMENT PLANS

Substantially all full-time employees of the College participate in either the West Virginia Teachers’
Retirement System (TRS) or the Teachers’ Insurance and Annuities Association — College Retirement
Equities Fund (TIAA-CREF). Previously, upon full-time employment, all employees were required to
make an irrevocable selection between the TRS and TIAA-CREF. Effective July 1, 1991, the TRS was
closed to new participants. Current participants in the TRS 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.
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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 New Educators Money 401(a) basic retirement plan
(Educators Money). New hires have the choice of either plan.

DEFINED BENEFIT PENSION PLAN

Some employees of the College are enrolled in a defined benefit pension plan, the West Virginia Teachers’
Retirement System (TRS), which is administered by the West Virginia Consolidated Public Retirement
Board (CPRB).

Following is the College’s pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, revenues, and the pension expense and expenditures for the fiscal year ended
June 30, 2015:

TRS

Net Pension Liability $198,553
Deferred Outflows of

Resources $27,100
Deferred Inflows of

Resources S 85,640
Revenues $ 26,504
Pension Expense $ 25,194
Contributions Made by MCTC $ 27,100

TRS
Plan Description

TRS is a multiple employer defined benefit cost sharing public employee retirement system providing
retirement benefits as well as death and disability benefits. It covers all full-time employees of the 55
county public school systems in the State of West Virginia (the State) and certain personnel of the 13
State-supported institutions of higher education, State Department of Education and the Higher Education
Policy Commission hired prior to July 1, 1991. Employees of the State-supported institutions of higher
education and the Higher Education Policy Commission hired after June 30, 1991, are required to
participate in the Higher Education Retirement System. TRS closed membership to new hires effective
July 1, 1991.

TRS is considered a component unit of the State of West Virginia for financial reporting purposes, and, as
such, its financial report is also included in the State of West Virginia’s Comprehensive Annual Financial
Report. TRS issues a publicly available comprehensive annual financial report that includes financial
statements and required supplementary information for the plan. A copy of the report may be obtained
from the TRS website at https://www.wvretirement.com/Publications.htm#CAFR

Benefits Provided

TRS provides retirement, death, and disability benefits. A member is eligible for normal retirement at age
60 with five years of service, age 55 with 30 years of service or any age with 35 years of service. A
member may retire with 30 years of credited service at any age with the pension reduced actuarially if the
member retires before age 55. Terminated members with at least five, but less than 20, years of credited
service who do not withdraw their accumulated contributions are entitled to a deferred retirement
commencing at age 62. Retirement benefits are equivalent to 2% of average annual salary multiplied by
years of service. Average salary is the average of the five highest fiscal years of earnings during the last 15
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fiscal years of earnings. Chapter 18, Article 7A of the West Virginia State Code assigns the authority to
establish and amend the provisions of the plan, including contribution rates, to the State Legislature.

Contributions

The funding objective of the CPRB pension trust funds is to meet long-term benefit requirements through
contributions, which remain relatively level as a percent of member payroll over time, and through
investment earnings. Contribution requirements are set by CPRB. A member who withdraws from service
for any cause other than death or retirement may request that the accumulated employee contributions plus
interest be refunded.

Member Contributions: TRS funding policy provides for member contributions based on 6% of
members’ gross salary. Contributions as a percentage of payroll for members and employers are
established by State law and are not actuarially determined.

Employer Contributions: Employers make the following contributions:

The State (including institutions of higher education) contributes:

15% of gross salary of their State-employed members hired prior to July 1, 1991;

15% of School Aid Formula (SAF) covered payroll of county-employed members;

7.5% of SAF-covered payroll of members of the TDCRS;

a certain percentage of fire insurance premiums paid by State residents; and

under WV State code section 18-9-A-6a, beginning in fiscal year 1996, an amount determined by the
State Actuary as being needed to eliminate the TRS unfunded liability within 40 years of June 30,
1994. As of June 30, 2014, the College’s proportionate share attributable to this special funding
subsidy was $26,504.

VR e e

The College’s contributions to TRS for the years ended June 30, 2015, 2014, and 2013, were
approximately $27,100, $26,511, and $34,150, respectively. -

Assumptions

The total pension liabilities for financial reporting purposes were determined by actuarial valuations as of
July 1, 2013 and rolled forward to June 30, 2014. The following actuarial assumptions were used and
applied to all periods included in the measurement:

e Actuarial cost method: Entry age normal cost with level percentage of payroll.

e  Asset valuation method: Investments are reported at fair (market) value.

e Amortization method and period: Level dollar, fixed period over 40 years, from July 1, 1994 through
fiscal year 2034,

Investment rate of return of 7.50%, net of pension plan administrative and investment expenses.
Projected salary increases: Teachers 3.75-5.25% and non-teachers 3.40-6.50%, based on age.
Inflation rate of 2.2%.

Discount rate of 7.50%

Mortality rates based on RP-2000 Mortality Tables.

Withdrawal rates: Teachers 1.2-30% and non-teachers 1.4-22.5%.

Disability rates: 0-0.8%

Retirement age: An age-related assumption is used for participants not yet receiving payments.
Retirement rates: 15-100%

Ad hoc cost-of-living increases in pensions are periodically granted by the State Legislature. However,
the retirement system makes no automatic provision for such increases.
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Experience studies are performed at least once in every five-year period. The most recent experience study
covered the period from July 1, 2005 to June 30, 2010. These assumptions will remain in effect for
valuation purposes until such time as the CPRB adopts revised assumptions.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation. Best estimates of the
long-term arithmetic real rates of return for each major asset class included in TRS’ target asset allocation
as of June 30, 2014, are summarized below.

Asset Class Long-term Expected Real Rate Target Allocation

of Return
Domesticequity ~ ~  ~~ ~ 54% 4  21.5%
Internationalequity ~ } ~ ~~ 63% | 27.5%
Core fixedincome | ~ 07% | -
High-yield fixed income [ 26% 1%
TPS b 07% o
Realestate | ~  46%  10.0%
Privateequity ~ } 77% . 10.0%
Hedge funds 2.8% 10.0%

*
- Core and high-yield fixed income securities have a combined target allocation of 15.0% |

Discount rate. The discount rate used to measure the total TRS pension liability was 7.50%. The
projection of cash flows used to determine the discount rate assumed that State contributions will continue
to follow the current funding policy. Based on those assumptions, TRS’ fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on TRS’ investments was applied to all periods of projected benefit
payments to determine the total pension liability. In the event of benefit payments that are not covered by
the pension plan’s fiduciary net position, a municipal bond rate of 3.66% is to be used to discount the
benefit payments not covered by the plan’s fiduciary net position. The rate equals the S&P Municipal
Bond 20 Year High Grade Rate Index at June 30, 2014.

Sensitivity of the net pension liability to changes in the discount rate. The following presents the
College’s proportionate share of the TRS net pension liability as of June 30, 2015 calculated using the
discount rate of 7.50%, as well as what the College’s TRS net pension liability would be if it were
calculated using a discount rate that is one percentage point lower (6.50%) or one percentage point higher

C i Di nt
1% Decrease urrenRat;scou 1% Increase
6.509 8.50%
(6.50% (7.50%) (8.50%)
Net Pension
Liability S 257,500 S 198,553 | ¢ 147,945
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The TRS net pension liability was measured as of June 30, 2014. The total pension liability was
determined by an actuarial valuation as of July 1, 2013 and rolled forward to the measurement date.

At June 30, 2015, the College’s proportionate share of the TRS net pension liability was $647,163. Of this
amount, the College recognized approximately $198,553 as its proportionate share on the Statement of Net
Position. The remainder of $448,610 denotes the College’s proportionate share of net pension liability
attributable to the special funding,

The allocation percentage assigned to each participating employer and non-employer contributing entity is
based on their proportionate share of employer and non-employer contributions to TRS for each of the
fiscal years ended June 30, 2014 and 2013. Employer contributions are recognized when due. At June 30,
2014, the College’s proportion was 0.005755%, a decrease of 0.001711% from its proportion of
0.007466% calculated as of June 30, 2013.

For the year ended June 30, 2015, the College recognized TRS pension expense of $25,194. Of this
amount, $(1,310) was recognized as the College’s proportionate share of the TRS expense and $26,504 as
the amount of pension expense attributable to special funding from a non-employer contributing entity.
The College also recognized revenue of $26,504 for support provided by the State.

At June 30, 2015, deferred outflows of resources and deferred inflows of resources related to the TRS
pension are as follows.

Deferred Outflows of |Deferred Inflows of
Resources Resources

Changes in Proportion and difference between
employer contributions and proportionate share| $ - S 59,395
of contributions ,

Net difference between projected and actual

) ) - 26,245
investment earnings i - - B - -
Contributions after the measurement date 27,100 -
Total S 27,100 | S 85,640

The College will recognize the $27,100 reported as deferred outflows of resources resulting from pension
contributions after the measurement date as a reduction of the TRS net pension liability in the year ended
June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in TRS pension expense as follows,

Fiscal Year Ended Amortization
June 30,2016 $ 18,658
June 30, 2017 , 18,658
June 30,2018 18,658
June 30,2019 18,658
June 30,2020 11,008
$ 85,640
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12,

Payables to the pension plan
The College did not report any amounts payable for normal contributions to the TRS as of June 30, 2015.
DEFINED CONTRIBUTION BENEFIT PLANS

The TIAA-CREF and Educators Money are defined contribution benefit plans in which benefits are based
solely upon amounts contributed plus investment earnings. Employees who elect to participate in this plan
are required to make a contribution equal to 6% of total annual compensation. The College matches the
employees’ 6% contribution. Contributions are immediately and fully vested. In addition, employees may
elect to make additional contributions to TIAA-CREF and Educators Money which are not matched by the
College.

Total contributions to the TIAA-CREF for the years ended June 30, 2015, 2014, and 2013, were
approximately $709,400, $682,000, and $672,000, respectively, which consisted of equal contributions
from the College and covered employees of approximately $354,700, $341,000, and $336,000,
respectively.

Total contributions to the Educators Money for the years ended June 30, 2015, 2014, and 2013, were
approximately $19,200, $19,500, and $23,000, respectively, which consisted of approximately $9,700,
$9,750, and $11,500 from both the College and from covered employees, respectively.

The College’s total payroll for the years ended June 30, 2015, 2014, and 2013 was approximately
$7,289,597, $7,154,000, and $7,466,000, respectively. Total covered employees’ salaries in the STRS,
TIAA-CREF, and Educators Money were approximately $180,400, $177,000, and $228,000; $5,912,000,
$5,686,000, and $5,598,000; and $157,000, $162,000, and $189,000 respectively, in 2015, 2014 and 2013.

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 have a significant financial impact on 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 Internal Revenue Code of 1986 establishes rules and regulations for arbitrage rebates. There are no
arbitrage rebate liabilities that have been recorded in the financial statements at June 30, 2015 or 2014,

The College owns buildings that 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 under 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 conditions
become 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.

-37-



13.

14.

MOUNTWEST FOUNDATION, INC.

With the change in State law to establish the College as a separate entity, a separate nonprofit Mountwest
Foundation, Inc. (“Mountwest Foundation”) was incorporated in the State, effective July 1, 2009, whose
purpose is to benefit the work and services of the College. Mountwest Foundation has a fourteen-member
Board. There was limited activity in the Mountwest Foundation in fiscal year 2015. Accordingly, the
financial statements of the Mountwest Foundation are not included in the accompanying financial
statements because they are not controlled by the College and they are not considered significant.

During the years ended June 30, 2015 and 2014 the Mountwest Foundation contributed approximately
$40,800 and $36,000, respectively, to the College for scholarships and items purchased by the College.

SERVICE CONCESSION ARRANGEMENTS

The College has adopted GASB Statement No. 60, Accounting and Financial Reporting for Service
Concession Arrangements (SCA). The College has identified one contract for services that meets the four
criteria of a SCA. SCAs are defined as a contract between a government and an operator, another
government or a private entity, in which the operator provides services, the operator collects and is
compensated by fees from third parties, the government still has control over the services provided, and
the government retains ownership of the assets at the end of the contract. The contract over the majority of
the fiscal year was with College Bookstores of America, Inc. dba Neebo; however, effective during the
last month of the fiscal year, the contract was included as certain sold assets in the Purchase Agreement
executed on the 11th of June, 2015 by and between College Bookstores of America, Inc. dba Neebo and
Follett Higher Education Group, Inc. The College consented to the transfer of contract ownership to
Follett Higher Education Group, Inc.; and all terms and conditions of the existing contract remain in
effect.

The College contracts with Neebo/Follett Higher Education Group, Inc. to operate its bookstore located
within the College’s facilities; a professional bookstore that yields the highest caliber of services to the
College community. The annual contract began on the 18th of April, 2012 and may be extended upon
mutual consent for an additional year, with a maximum of (5) five yearly renewals. In April 2015, the
College renewed the contract for one additional year and will have the option to renew for one final
additional year in April 2016. The College receives annual rents of $12,000 and commission payments
calculated at a contractually agreed upon percentage of bookstore gross sales. In 2015 and 2014, the
College received approximately $85,000 and $92,000 in commissions from Neebo. There were no
significant renovations to the College facilities by Neebo in either 2015 or 2014.
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15. NATURAL CLASSIFICATIONS WITH FUNCTIONAL CLASSIFICATIONS

For the years ended June 30, 2015 and 2014, the following tables represent operating expenses within both
natural and functional classifications:

2015
Fees
Supplies and Scholarships Assessed by
Salaries and Other and the
Wages Benefits Services Utilities ~ Fellowships Depreciation Commission Total
Instruction $ 4334410 $ 969270 $ 1662269 $ - 8 - $ - 8 - $ 6965949
Public service - - - - - - - -
Academic support 257,527 78414 113,513 - - - - 449454
Student services 1,432,098 424,319 648,279 - - - - 2,504,696
General institutional
support 849,387 297,341 384,835 - - - - 1,531,563
Operations and
maintenance of plant 237,560 93,673 794,809 253,741 - - - 1,379,783
Student financial aid - - - - 1,965,339 - - 1,965,339
Auxiliary enterprises 146,873 40,151 110,865 - - - - 297,889
Depreciation - - - - - 601,703 - 601,703
Other - - - - - - 98,832 98,832
$ 7257855 § 1903,168 $ 3,714570 § 253,741 $ 1965339 § 601,703 $ 98832 § 15795208
2014
Fees
Supplies and Scholarships Assessed by
Salaries and Other and the
Wages Benefits Services Utilities ~ Fellowships Depreciation Commission Total
Instruction $ 4048194 § 858492 § 1717867 $§ 2,170 $ -3 - $ - $ 6626723
Public service 12,600 - - - - - - 12,600
Academic support 221353 58,700 51,297 - - - - 331,350
Student services 1,403,972 341,975 954,736 - - - - 2,700,683
General institutional
support 1,173,044 554,090 827,169 - 793,616 - - 3,347,919
Operations and
maintenance of plant 182,595 61,159 851,622 250,414 - - - 1,345,790
Student financial aid - - - - 2,251,610 - - 2,251,610
Auxiliary enterprises 112,677 22,760 79,653 - 63,500 - - 278,590
Depreciation - - - - - 615,152 - 615,152
Other - - - - - - 52,238 52,238

$ 7154435 § 1897176 $ 4482344 § 252,584 § 3,108,726 § 615152 § 52238 § 17,562,655
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REQUIRED SUPPLEMENTARY SCHEDULE
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MOUNTWEST COMMUNITY AND TECHNICAL COLLEGE

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULES OF PROPORTIONATE SHARE OF NET PENSION LIABILITY AND

CONTRIBUTIONS

Schedule of Proportionate Share of TRS Net Pension Liability

i

College's

1

College's Plan
| Proportionate - jonate,  Fiduci |
oportionate College's State's Total College's Proportlonateé Fldu‘C.Ial’y Net
. Measurement Shareasa | . : : : . Covered Share as a Position as a
: ‘Proportionate | Proportionate: Proportionate: :
Date - Percentage of! ‘ Employee | Percentage of Percentage of
: . Share Share Share .
Net pension | Payroll . Covered Total Pension
Liability Payroll Liability
June 30,2014  0.005755% $ 198,533 $ 448,610 $ 647,143 § 177,000  11217% . 65.95%

Schedule of Employer Contributions

‘ Actual
! . I . Contribution
r Actuarily ¢ . Contribution z
- Measurement . Actual ‘ - Covered asa
Determined . o Deficiency ,
Date o - Contribution Payroll Percentage of
Contribution (Excess) |
' Covered
Payroll
June30,2014  $ 26,184 | $ 26511  §  (327) $ 177,000 14.98%

These schedules are intended to show information for ten years. Additional years will be displayed as

they become available.

Notes to Required Supplementary Information

For the Year Ended June 30, 2015

There are no factors that affect trends in the amounts reported, such as a change of benefit terms or
assumptions. With only one year reported in the required supplementary information, there is no
additional information to include in notes. Information, if necessary, can be obtained from the CPRB

Comprehensive Annual Financial Report.
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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
Mountwest Community and Technical College
Huntington, WV

We have audited, in accordance with the 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 financial statements of Mountwest
Community and Technical College (“the College™), as of and for the year ended June 30, 2015, and the
related notes to the financial statements, which collectively comprise the College’s basic financial
statements, and have issued our report thereon dated January 4, 2016.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the College’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the College’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the College’s internal control.

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 a 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. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the College’s financial statements are free from
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
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determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

WCMs

Huntington, West Virginia
January 4, 2016
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