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AUDITOR’S TRANSMITTAL 

The Honorable Pat McCrory, Governor 
The General Assembly of North Carolina 
Board of Trustees, Western Carolina University 

We have completed a financial statement audit of Western Carolina University for the year 
ended June 30, 2013, and our audit results are included in this report. You will note from the 
independent auditor’s report that we determined that the financial statements are presented 
fairly in all material respects. 

The results of our tests disclosed no deficiencies in internal control over financial reporting 
that we consider to be material weaknesses in relation to our audit scope or any instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

North Carolina General Statutes require the State Auditor to make audit reports available to 
the public. Copies of audit reports issued by the Office of the State Auditor may be obtained 
through one of the options listed in the back of this report. 

 
Beth A. Wood, CPA 
State Auditor 
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INDEPENDENT AUDITOR’S REPORT (CONCLUDED) 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion 

In our opinion based on our audit, the financial statements referred to above present fairly, in 
all material respects, the financial position of Western Carolina University, as of  
June 30, 2013, and the changes in financial position and, where applicable, cash flows thereof 
for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Other Matters - Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required 
by the Governmental Accounting Standards Board who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 12, 2013 on our consideration of the University’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 internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the University’s internal control over financial 
reporting and compliance. 

 
Beth A. Wood, CPA 
State Auditor 

Raleigh, North Carolina 

December 12, 2013 
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Enrollment 
A significant factor in the University’s capacity to generate resources is the ability to recruit 
and retain high quality students. The freshman retention rate from Fall 2012 to Fall 2013 
increased from 73.7% to 78.7%. Enrollment growth targets for the coming years have been 
established, and the University continues vigorously to pursue strategic growth in all 
categories of enrollment - resident credit and distance learning enrollments, at both the 
undergraduate and graduate levels. Total enrollment for Fall 2013 is 10,106 as compared to 
9,608 in Fall 2012. The hope is for increases in enrollment that will generate increases in 
revenues such as tuition and fees, sales and services, and state appropriations as well as the 
corresponding operating expenses incurred by serving larger numbers of students. 

Economic Outlook 
Looking toward the future, management believes that the University is well positioned to 
maintain its strong financial condition and to advance both the quality and scope of its 
services to the students, the state, and the region. 

A crucial element in the University’s future will be our relationships with the University of 
North Carolina System and the North Carolina General Assembly, as we work to remain 
competitive in price while providing an outstanding education for our students. There is a 
direct relationship between the growth of the University’s enrollment and facilities and the 
demand for state appropriations to operate the University. Declines in state appropriations 
generally exert pressure on institutions to increase tuition and fees. As an institution targeted 
for growth in the years ahead, the University will be greatly affected by the availability and 
levels of state operating funds and capital resources to support that growth. As the University 
of North Carolina System moves toward a performance based funding model, it will be 
crucial that the University meet graduation, retention, and other defined metrics, while 
maintaining a strong student enrollment. 

The University’s “2020 Vision” strategic plan is subtitled “Focusing Our Future”. A direct 
outcome of this strategic plan was the academic program prioritization to ensure the proper 
array of programs to enable the University to meet the institutional mission and be in a 
position to face the opportunities and challenges ahead. The University also thoroughly 
reviewed the structure of administrative and other non-academic areas. As a result, several 
organizational shifts were made, designed to improve the effectiveness and efficiencies of 
campus business process and ensure the appropriate leadership and organizational structure 
necessary to fulfill the mission. In addition, the University is in the final stages of a 
comprehensive master planning process that will guide the development and improvements of 
campus over the next several decades. This process will help clarify how the University will 
develop the campus and related infrastructure to meet the changing needs of the growing 
student body. 

While the national recession ended in the summer of 2009, there are few signs of an economic 
recovery. The recovery phase continues to be slow and prolonged due to the problems that 
occurred in the housing and financial markets and the length of the recession. The 
unemployment rate remains above eight percent, and above the national average, in North 
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Western Carolina University  

Statement of Revenues, Expenses, and 
Changes in Net Position

For the Fiscal Year Ended June 30, 2013 Exhibit A-2

REVENUES
Operating Revenues:

Student Tuition and Fees, Net (Note 9) $ 46,456,243.84
Federal Grants and Contracts 3,993,284.13
State and Local Grants and Contracts 333,974.32
Nongovernmental Grants and Contracts 534,850.08
Sales and Services, Net (Note 9) 34,014,523.87
Interest Earnings on Loans 17,198.91
Other Operating Revenues 1,562,962.86

Total Operating Revenues 86,913,038.01

EXPENSES
Operating Expenses:

Salaries and Benefits 111,495,985.51
Supplies and Materials 19,085,916.28
Services 34,294,250.88
Scholarships and Fellowships 10,561,455.60
Utilities 5,206,453.06
Depreciation/ Amortization 7,813,861.41

Total Operating Expenses 188,457,922.74

Operating Loss (101,544,884.73)

NONOPERATING REVENUES (EXPENSES)
State Appropriations 83,122,918.00
Noncapital Grants - Student Financial Aid 22,773,737.56
Noncapital Grants 678,468.14
Noncapital Gifts, Net (Note 9) 3,291,181.04
Investment Income (Net of Investment Expense of $203,131.58) 5,474,447.19
Interest and Fees on Debt (5,503,431.86)
Other Nonoperating Expenses (545,954.05)

Net Nonoperating Revenues 109,291,366.02

Income Before Other Revenues 7,746,481.29

Capital Appropriations 390,800.00
Capital Grants 4,011,444.46
Capital Gifts 300,000.00
Additions to Endowments 1,396,997.98

Increase in Net Position 13,845,723.73

NET POSITION
Net Position - July 1, 2012, as Restated (Note 17) 379,022,346.67

Net Position - June 30, 2013 $ 392,868,070.40

 
The accompanying notes to the financial statements are an integral part of this statement.
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WESTERN CAROLINA UNIVERSITY 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2013 

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES 

A. Financial Reporting Entity - The concept underlying the definition of 
the financial reporting entity is that elected officials are accountable to 
their constituents for their actions. As required by accounting principles 
generally accepted in the United States of America (GAAP), the financial 
reporting entity includes both the primary government and all of its 
component units. An organization other than a primary government serves 
as a nucleus for a reporting entity when it issues separate financial 
statements. Western Carolina University is a constituent institution of the 
multi-campus University of North Carolina System, which is a component 
unit of the State of North Carolina and an integral part of the State’s 
Comprehensive Annual Financial Report. 

The accompanying financial statements present all funds belonging to the 
University and its component units. While the Board of Governors of the 
University of North Carolina System has ultimate responsibility, the 
Chancellor, the Board of Trustees, and the Board of Trustees of the 
Endowment Fund have delegated responsibilities for financial 
accountability of the University’s funds. The University’s component 
units are blended in the University’s financial statements. The blended 
component units, although legally separate, are, in substance, part of the 
University’s operations and therefore, are reported as if they were part of 
the University. 

Blended Component Units - Although legally separate, Western 
Carolina University Foundation (Foundation) and Western Carolina 
University Research and Development Corporation (Corporation), 
component units of the University, are reported as if they were part of the 
University. 

The Foundation is governed by a 26-member board consisting of 4 ex 
officio directors and 22 elected directors. The Foundation’s purpose is to 
aid, support, and promote teaching, research, and service in the various 
educational, scientific, scholarly, professional, artistic, and creative 
endeavors of the University. Because the elected directors of the 
Foundation are appointed by the members of the Western Carolina 
University Board of Trustees and the Foundation’s sole purpose is to 
benefit Western Carolina University, its financial statements have been 
blended with those of the University. 
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Annuity liabilities are recorded for the required life annuity payments at 
the present value of expected cash payments discounted using current 
interest rates and actuarial assumptions for those annuities that have not 
been reinsured. The annuity obligations are adjusted each year for 
changes in the life expectancy of the beneficiaries and are reduced either 
as payments are made to the donor or as annuities are reinsured. The 
present value of future payment liabilities of charitable gift annuities is 
$89,203.27 at June 30, 2013. 

NOTE 8 - LEASE OBLIGATIONS 

A. Capital Lease Obligations - Capital lease obligations relating to  
machinery and equipment are recorded at the present value of the 
minimum lease payments. Future minimum lease payments under capital 
lease obligations consist of the following at June 30, 2013: 

Fiscal Year Amount

2014 $ 73,506.65
2015 73,506.65
2016 51,006.64
2017 7,049.04
2018 587.42

Total Minimum Lease Payments 205,656.40

Amount Representing Interest
    (0 - 3.04% Rate of Interest) 1,746.97

Present Value of Future Lease Payments $ 203,909.43
 

Machinery and equipment acquired under capital lease amounted to 
$596,268.38 at June 30, 2013. 

Depreciation for the capital assets associated with capital leases is 
included in depreciation expense, and accumulated depreciation for assets 
acquired under capital lease totaled $267,061.94 at June 30, 2013. 
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This audit required 1,006.5 audit hours at an approximate cost of $76,494. 
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ORDERING INFORMATION 

Copies of this report may be obtained by contacting the: 

Office of the State Auditor 
State of North Carolina 
2 South Salisbury Street 

20601 Mail Service Center 
Raleigh, North Carolina 27699-0601 

Telephone: 919-807-7500 
Facsimile: 919-807-7647 

Internet:  http://www.ncauditor.net 

To report alleged incidents of fraud, waste or abuse in state government contact the: 
Office of the State Auditor Fraud Hotline: 1-800-730-8477 

or download our free app 

 
https://play.google.com/store/apps/details?id=net.ncauditor.ncauditor 

 
https://itunes.apple.com/us/app/nc-state-auditor-hotline/id567315745 

For additional information contact: 
Bill Holmes 

Director of External Affairs 

http://www.ncauditor.net/
https://play.google.com/store/apps/details?id=net.ncauditor.ncauditor
https://itunes.apple.com/us/app/nc-state-auditor-hotline/id567315745

