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AUDITOR’S TRANSMITTAL 

The Honorable Beverly E. Perdue, 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, 2009, 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. 

Our consideration of internal control over financial reporting and compliance and other 
matters based on an audit of the financial statements disclosed certain deficiencies that are 
detailed in the Audit Findings and Responses section of this report.  The University’s 
response is included following each finding. 

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 









 

WESTERN CAROLINA UNIVERSITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

Introduction 

The University’s financial report includes three financial statements and the Notes to the 
Financial Statements.  The Statement of Net Assets presents the assets, liabilities, and net 
assets of the institution as of the end of the fiscal year; the Statement of Revenues, Expenses, 
and Changes in Net Assets reflects revenues and expenses recognized during the fiscal year; 
and the Statement of Cash Flows provides information on all of the institution’s cash inflows 
and outflows during the fiscal year by major category.  These financial statements were 
prepared in accordance with Governmental Accounting Standards Board (GASB) 
pronouncements, which establish standards for external financial reporting for public colleges 
and universities.  GASB standards require that financial statements be presented on a 
consolidated basis in order to focus on the University as a whole. 

Also included in the University’s financial report are the Statement of Financial Position and 
Statement of Activities for the Western Carolina University Research and Development 
Corporation, a discretely presented component unit.  The following discussion and analysis 
provides an overview of the financial position and activities only for Western Carolina 
University (the “University”) for the years ended June 30, 2009 and 2008 and not its 
component unit.  This discussion has been prepared by management and should be read in 
conjunction with the financial statements and the notes thereto, which follow this section. 

Statement of Net Assets 

The Statement of Net Assets presents the financial position of the University at the end of the 
fiscal year and includes all assets and liabilities of the University classified as either current 
or noncurrent.  This statement is a point in time financial statement and provides a fiscal 
snapshot of the University at June 30, 2009.  The difference between total assets and total 
liabilities - net assets - is one measure of the current financial condition of the University.  
The change in net assets is an indicator of whether the overall financial condition has 
improved or worsened during the year. 

Data presented in the Statement of Net Assets helps readers determine the assets available to 
continue the operations of the University and how much the University owes vendors, 
investors, and lending institutions.  In addition, the Net Assets section of the statement 
reflects the residual value of the University’s assets after liabilities are deducted and their 
availability for expenditure. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

2009 2008 $ Change % Change

$ 72,244,548.54 $ 74,070,145.71 $ (1,825,597.17) -2.46%
269,850,199.64 259,848,206.04 10,001,993.60 3.85%

42,717,826.59 64,197,884.37 (21,480,057.78) -33.46%

384,812,574.77 398,116,236.12 (13,303,661.35) -3.34%
                         

12,842,069.69 17,018,681.51 (4,176,611.82) -24.54%
75,037,645.08 76,352,012.12 (1,314,367.04) -1.72%

87,879,714.77 93,370,693.63 (5,490,978.86) -5.88%

  
206,156,665.47 202,573,544.41 3,583,121.06 1.77%

25,259,949.45 23,093,177.36 2,166,772.09 9.38%
20,925,847.93 20,658,066.27 267,781.66 1.30%
44,590,397.15 58,420,754.45 (13,830,357.30) -23.67%

$ 296,932,860.00 $ 304,745,542.49 $ (7,812,682.49) -2.56%

Condensed Statement of Net Assets

Assets
Current Assets
Capital Assets, Net
Other Noncurrent Assets

Total Assets

Liabilities
Current Liabilities
Noncurrent Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted – Nonexpendable
Restricted – Expendable
Unrestricted

Total Net Assets





MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

The nonexpendable category makes up approximately $25.2 million (8.5%) of the 
$297 million net assets total.  “Restricted - Expendable” net assets are available for 
expenditure in accordance with externally imposed restrictions.  Examples include 
funds for scholarships, debt service, and capital projects.  At June 30, 2009, 
expendable net assets totaled $21 million (7.0% of total net assets). 

 “Unrestricted” net assets are not subject to externally imposed restrictions, although 
management has designated these funds for various academic and research programs 
and initiatives, as well as capital projects.  This year, unrestricted net assets totaled 
$44.6 million (15.2% of total net assets). 

Statement of Revenues, Expenses, and Changes in Net Assets 

The Statement of Revenues, Expenses, and Changes in Net Assets presents the revenues 
earned and the expenses incurred during the year.  Activities are reported as either operating 
or nonoperating.  Given a public university’s dependency on revenues such as state 
appropriations, gifts, and investment income, which are prescribed by GASB as nonoperating 
revenues, operating expenses will exceed operating revenues, resulting in an operating loss.  
Net nonoperating revenues and expenses are integral components in determining the increase 
or decrease in net assets. 

Generally speaking, operating revenues are generated through the provision of goods and 
services, and include tuition and fees, interest earnings on student loans, and sales and service 
revenue generated by student housing, the bookstore, and other enterprises.  Also included are 
certain types of contracts and grants where value is received by the University and a good or 
service is provided in return.  Operating expenses are the costs incurred to acquire or produce 
the goods and services provided and to conduct the affairs of the institution. 

Nonoperating revenues are revenues received for which goods and services are not provided.  
For example, state appropriations, while budgeted for operations, are reported as 
nonoperating revenue because they are provided by the state legislature without the 
legislature directly receiving commensurate goods and services in return for those revenues.  
Nonoperating revenues also include nonexchange grants and contracts which occur when 
value is received by the University without providing a good or service in return.  
Nonoperating expenses include interest expense, extraordinary items, and other expenses not 
incurred in the normal operations of the University. 

Capital grants and gifts are considered neither operating nor nonoperating revenues and are 
reported on the statement after “Income Before Other Revenues.” 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

The following is a condensed Statement of Revenues, Expenses, and Changes in Net Assets 
for Western Carolina University as of June 30, 2009, compared with that of 2008. 

Student Tuition and Fees, Net $ 30,405,994.79 $ 32,262,305.01 $ (1,856,310.22) -5.75%
Grants and Contracts 6,163,363.31 19,006,465.28 (12,843,101.97) -67.57%
Sales and Services, Net 24,116,599.12 24,412,455.71 (295,856.59) -1.21%
Other Operating Revenues 1,396,054.09 1,042,849.85 353,204.24 33.87%

62,082,011.31 76,724,075.85 (14,642,064.54) -19.08%

Salaries and Benefits 108,902,141.19 103,524,697.44 5,377,443.75 5.19%
Supplies and Materials 16,311,432.19 18,997,635.94 (2,686,203.75) -14.14%
Services 25,573,875.36 27,198,773.49 (1,624,898.13) -5.97%
Scholarships and Fellowships 9,398,196.40 7,686,114.18 1,712,082.22 22.28%
Utilities 5,115,944.78 5,168,964.05 (53,019.27) -1.03%
Depreciation 7,724,282.47 6,782,565.51 941,716.96 13.88%

Total Operating Expenses 173,025,872.39 169,358,750.61 3,667,121.78 2.17%

Operating Loss (110,943,861.08) (92,634,674.76) (18,309,186.32) -21.25%

Nonoperating Revenues (Expenses)
State Appropriations 84,000,003.86 89,055,512.62 (5,055,508.76) -5.68%
State Aid - Federal Recovery Funds 3,563,974.00 3,563,974.00 100.00%
Noncapital Grants - Student Financial Aid 16,272,839.77 16,272,839.77 100.00%
Noncapital Gifts and Grants 3,536,954.47 3,391,100.28 145,854.19 4.30%
Investment Income (Includes Investment Expenses) (4,549,479.72) 3,844,485.63 (8,393,965.35) -218.34%
Interest and Fees on Debt (2,322,567.70) (3,038,489.35) 715,921.65 -23.56%
Other Nonoperating Revenues (Expenses) (360,096.05) (320,151.63) (39,944.42) 12.48%

100,141,628.63 92,932,457.55 7,209,171.08 7.76%

Loss Before Other Revenues (10,802,232.45) 297,782.79 (11,100,015.24) -3727.55%

Capital Appropriations 4,750,400.00 (4,750,400.00) -100.00%
Refund of Prior Years Capital Appropriations (1,010,694.90) (1,010,694.90) -100.00%
Capital Gifts and Grants 1,565,695.38 1,631,993.11 (66,297.73) -4.06%
Additions to Permanent Endowments 2,730,603.60 448,780.17 2,281,823.43 508.45%

Total Other Revenue 3,285,604.08 6,831,173.28 (3,545,569.20) -51.90%

(7,516,628.37) 7,128,956.07 (14,645,584.44) -205.44%

Beginning Net Assets, as Restated 304,449,488.37 297,616,586.42 6,832,901.95 2.30%

$ 296,932,860.00 $ 304,745,542.49 $ (7,812,682.49) -2.56%Ending Net Assets

$ Change % Change

Change in Net Assets

Net Nonoperating Revenues

Operating Revenues

Total Operating Revenues

Operating Expenses

 

Condensed Summary of Revenues, Expenses, and Changes in Net Assets

2009 2008
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Western Carolina University  
Statement of Net Assets Exhibit A-1
June 30, 2009 Page 2

NET ASSETS
Invested in Capital Assets, Net of Related Debt 206,156,665.47
Restricted for:

Nonexpendable:
Scholarships and Fellowships 11,544,483.74
Endowed Professorships 13,315,542.56
Departmental Uses 399,923.15

Expendable:
Scholarships and Fellowships 10,532,149.80
Research 350,769.99
Endowed Professorships 1,324,809.03
Departmental Uses 1,475,214.75
Loans 1,370,467.39
Capital Projects 2,160,768.60
Debt Service 3,237,882.27
Other 473,786.10

Unrestricted 44,590,397.15
                              

Total Net Assets $ 296,932,860.00

 
The accompanying notes to the financial statements are an integral part of this statement.
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Western Carolina University  

Statement of Revenues, Expenses, and 
Changes in Net Assets

For the Fiscal Year Ended June 30, 2009 Exhibit A-2

REVENUES
Operating Revenues:

Student Tuition and Fees, Net (Note 9) $ 30,405,994.79
Federal Grants and Contracts 3,847,930.05
State and Local Grants and Contracts 1,006,013.20
Nongovernmental Grants and Contracts 1,309,420.06
Sales and Services, Net (Note 9) 24,146,453.74
Interest Earnings on Loans 17,777.60
Other Operating Revenues 1,348,421.87

Total Operating Revenues 62,082,011.31

EXPENSES
Operating Expenses:

Salaries and Benefits 108,902,141.19
Supplies and Materials 16,311,432.19
Services 25,573,875.36
Scholarships and Fellowships 9,398,196.40
Utilities 5,115,944.78
Depreciation 7,724,282.47

Total Operating Expenses 173,025,872.39

Operating Loss (110,943,861.08)

NONOPERATING REVENUES (EXPENSES)
State Appropriations 84,000,003.86
State Aid - Federal Recovery Funds 3,563,974.00
Noncapital Grants - Student Financial Aid 16,272,839.77
Other Noncapital Grants 227,191.95
Noncapital Gifts, Net (Note 9) 3,309,762.52
Investment Loss (Includes Investment Expense of $167,406.93) (4,549,479.72)
Interest and Fees on Debt (2,322,567.70)
Other Nonoperating Expenses (360,096.05)

Net Nonoperating Revenues 100,141,628.63

Loss Before Other Revenues or Expenses (10,802,232.45)

Refund of Prior Years Capital Appropriations (1,010,694.90)
Capital Grants 1,227,195.38
Capital Gifts 338,500.00
Additions to Endowments 2,730,603.60

Decrease in Net Assets (7,516,628.37)

NET ASSETS
Net Assets - July 1, 2008, as Restated (Note 17) 304,449,488.37

Net Assets - June 30, 2009 $ 296,932,860.00

 
The accompanying notes to the financial statements are an integral part of this statement.
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Western Carolina University  

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2009 Exhibit A-3

CASH FLOWS FROM OPERATING ACTIVITIES
Received from Customers $ 60,968,602.10
Payments to Employees and Fringe Benefits (108,983,890.93)
Payments to Vendors and Suppliers (48,062,159.09)
Payments for Scholarships and Fellowships (9,398,196.40)
Loans Issued (1,584,875.59)
Collection of Loans 700,500.36
Interest Earned on Loans 97,737.12
Student Deposits Received 748,675.57
Student Deposits Returned (754,579.50)
Other Receipts 1,348,421.87

Net Cash Used by Operating Activities (104,919,764.49)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Appropriations 84,000,003.86
State Aid - Federal Recovery Funds 3,563,974.00
Noncapital Grants - Student Financial Aid 16,272,839.77
Noncapital Grants 227,191.95
Noncapital Gifts 1,645,413.36
Additions to  Endowments 2,730,603.60
William D. Ford Direct Lending Receipts 29,305,203.50
William D. Ford Direct Lending Disbursements (29,305,203.50)
Related Activity Agency Receipts 56,604.97
Related Activity Agency Disbursements (98,977.50)
Other Receipts 69,287.09

Net Cash Provided by Noncapital Financing Activities 108,466,941.10

CASH FLOWS FROM CAPITAL FINANCING AND RELATED
FINANCING ACTIVITIES
Proceeds from Capital Debt 1,822,766.82
Refund of Prior Years Capital Appropriations (1,010,694.90)
Capital Grants 3,022,627.24
Capital Gifts 638,500.00
Proceeds from Sale of Capital Assets 13,779.26
Acquisition and Construction of Capital Assets (18,744,509.22)
Principal Paid on Capital Debt and Leases (2,159,462.75)
Interest and Fees Paid on Capital Debt and Leases (2,464,859.17)
Other Payments (16,515.61)

Net Cash Used by Capital Financing and Related Financing Activities (18,898,368.33)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sales and Maturities of Investments 2,041,396.73
Investment Income 2,018,632.66
Purchase of Investments and Related Fees (2,012,958.97)

Net Cash Provided by Investing Activities 2,047,070.42

Net Decrease in Cash and Cash Equivalents (13,304,121.30)
Cash and Cash Equivalents - July 1, 2008 85,158,900.04

Cash and Cash Equivalents - June 30, 2009 $ 71,854,778.74
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Statement of Activities
For the Fiscal Year Ended June 30, 2009 Exhibit B-2

REVENUES
Management Fee $ 298,123.00
Investment Interest Income 18,214.00
Interest Earned from Investments in Capital Leases 1,038,532.00
Sales Tax Refund 234,371.00

Total Revenues 1,589,240.00

EXPENSES
Interest 910,083.00
Insurance 84,241.00
Professional Fees 30,487.00
Amortization of Certificate Issuance Costs 96,728.00
Other Operating 504.00

Total Expenses 1,122,043.00

Change in Net Assets 467,197.00

Net Assets, Beginning of Year 633,761.00

Net Assets, End of Year $ 1,100,958.00

The accompanying notes to the financial statements are an integral part of this statement.

Western Carolina University Research and Development Corporation
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

after November 30, 1989, unless the GASB amends its pronouncements 
to specifically adopt FASB pronouncements issued after that date. 

C. Basis of Accounting - The financial statements of the University have 
been prepared using the economic resource measurement focus and the 
accrual basis of accounting.  Under the accrual basis, revenues are 
recognized when earned, and expenses are recorded when an obligation 
has been incurred, regardless of the timing of the cash flows. 

Nonexchange transactions, in which the University receives (or gives) 
value without directly giving (or receiving) equal value in exchange 
includes State appropriations, certain grants, and donations.  Revenues are 
recognized, net of estimated uncollectible amounts, as soon as all 
eligibility requirements imposed by the provider have been met, if 
probable of collection. 

D. Cash and Cash Equivalents - This classification includes undeposited 
receipts, petty cash, cash on deposit with private bank accounts, and 
deposits held by the State Treasurer in the short-term investment fund.  
The short-term investment fund maintained by the State Treasurer has the 
general characteristics of a demand deposit account in that participants 
may deposit and withdraw cash at any time without prior notice or 
penalty. 

E. Investments - Investments generally are reported at fair value, as 
determined by quoted market prices or an estimated amount determined 
by management if quoted market prices are not available.  Because of the 
inherent uncertainty in the use of estimates, values that are based on 
estimates may differ from the values that would have been used had a 
ready market existed for the investments.  The net increase (decrease) in 
the fair value of investments is recognized as a component of investment 
income. 

Real estate not held by a governmental external investment pool and 
investments in limited partnerships are reported at cost, if purchased, or at 
fair value or appraised value at date of gift, if donated. 

Endowment investments include the principal amount of gifts and 
bequests that, according to donor restrictions, must be held in perpetuity 
or for a specified period of time, along with any accumulated investment 
earnings on such amounts.  Further, endowment investments also include 
amounts internally designated by the University for investment in an 
endowment capacity (i.e. quasi-endowments), along with accumulated 
investment earnings on such amounts. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

F. Receivables - Receivables consist of tuition and fees charged to students 
and charges for auxiliary enterprises’ sales and services.  Receivables also 
include amounts due from the federal government, State and local 
governments, private sources in connection with reimbursement of 
allowable expenditures made pursuant to contracts and grants, and 
pledges that are verifiable, measurable, and expected to be collected and 
available for expenditures for which the resource provider’s conditions 
have been satisfied.  Receivables are recorded net of estimated 
uncollectible amounts. 

G. Inventories - Inventories, consisting of expendable supplies and 
merchandise for resale, are valued at cost using the last invoice cost 
method. 

H. Capital Assets - Capital assets are stated at cost at date of acquisition or 
fair value at date of donation in the case of gifts.  The value of assets 
constructed includes all material direct and indirect construction costs.  
Interest costs incurred are capitalized during the period of construction. 

The University capitalizes assets that have a value or cost in excess of 
$5,000 at the date of acquisition and an estimated useful life of more than 
one year.  Library books are generally not considered to have a useful life 
of more than one year unless part of a collection and are expensed in the 
year of acquisition. 

Depreciation is computed using the straight-line method over the 
estimated useful lives of the assets, generally 25 years for general 
infrastructure, 50 years for buildings, and 10 to 15 years for equipment. 

Certain book and art collections are capitalized at cost or fair value at the 
date of donation.  These collections are depreciated over the life of the 
collection using the straight-line method.  The estimated useful lives for 
the collections are 25 years. 

Art collections are capitalized at cost or fair value at the date of donation.  
These collections are considered inexhaustible and are therefore not 
depreciated. 

I. Restricted Assets - Certain resources are reported as restricted assets 
because restrictions on asset use change the nature or normal 
understanding of the availability of the asset.  Resources that are not 
available for current operations and are reported as restricted include 
resources restricted or designated for the acquisition or construction of 
capital assets and resources legally segregated for the payment of 
principal and interest as required by debt covenants. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

J. Noncurrent Long-Term Liabilities - Noncurrent long-term liabilities 
include principal amounts of bonds payable, notes payable, capital lease 
obligations, annuity and life income payable, and compensated absences 
that will not be paid within the next fiscal year. 

Bond issuance costs, premiums, and other discounts are considered 
immaterial and are expensed. 

K. Compensated Absences - The University’s policy is to record the cost of 
vacation leave when earned.  The policy provides for a maximum 
accumulation of unused vacation leave of 30 days which can be carried 
forward each January 1 or for which an employee can be paid upon 
termination of employment.  When classifying compensated absences into 
current and noncurrent, leave is considered taken using a last-in, first-out 
(LIFO) method.  Also, any accumulated vacation leave in excess of  
30 days at year-end is converted to sick leave.  Under this policy, the 
accumulated vacation leave for each employee at June 30 equals the leave 
carried forward at the previous December 31 plus the leave earned, less 
the leave taken between January 1 and June 30. 

In addition to the vacation leave described above, compensated absences 
include the accumulated unused portion of the special annual leave 
bonuses awarded by the North Carolina General Assembly.  The bonus 
leave balance on December 31 is retained by employees and transferred 
into the next calendar year.  It is not subject to the limitation on annual 
leave carried forward described above and is not subject to conversion to 
sick leave. 

There is no liability for unpaid accumulated sick leave because the 
University has no obligation to pay sick leave upon termination or 
retirement.  However, additional service credit for retirement pension 
benefits is given for accumulated sick leave upon retirement. 

L. Net Assets - The University’s net assets are classified as follows: 

Invested in Capital Assets, Net of Related Debt - This represents the 
University’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 - Nonexpendable - Nonexpendable restricted net 
assets include endowments and similar type assets whose use is limited by 
donors or other outside sources, and, as a condition of the gift, the 
principal is to be maintained in perpetuity. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

and notes with specified ratings.  G.S. 147-69.2 authorizes the following:  
general obligations of other states; general obligations of North Carolina 
local governments; and obligations of certain entities with specified 
ratings. 

In accordance with the bond resolutions, bond proceeds and debt service 
funds are invested in obligations that will by their terms mature on or 
before the date funds are expected to be required for expenditure or 
withdrawal. 

G.S. 116-36(e) provides that the trustees of the Endowment Fund shall be 
responsible for the prudent investment of the Fund in the exercise of their 
sound discretion, without regard to any statute or rule of law relating to 
the investment of funds by fiduciaries but in compliance with any lawful 
condition placed by the donor upon that part of the Endowment Fund to 
be invested. 

Investments of the University’s component unit, the Foundation, are 
subject to and restricted by G.S. 36E “Uniform Prudent Management of 
Institutional Funds Act” (UPMIFA) and any requirements placed on them 
by contract or donor agreements. 

Investments of various funds may be pooled unless prohibited by statute 
or by terms of the gift or contract.  The University utilizes investment 
pools to manage investments and distribute investment income. 

Investments are subject to the following risks. 

Interest Rate Risk:  Interest rate risk is the risk the University may face 
should interest rate variances affect the fair value of investments.  The 
University does not have a formal policy that addresses interest rate risk. 

Credit Risk:  Credit risk is the risk that an issuer or other counterparty to 
an investment will not fulfill its obligations.  The University has a formal 
policy that addresses credit risk. 

Long-Term Investment Pool - This is an internal investment pool that is 
utilized for the investment of the endowment funds and restricted funds.  
Fund ownership is measured using the unit value method.  Under this 
method, each participating fund’s investment balance is determined on a 
market value basis.  The investment strategy, including the selection of 
investment managers, is based on the directives of the University’s 
Endowment Board and the Board of Directors of the Western Carolina 
University Foundation. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

NOTE 5 - CAPITAL ASSETS 

A summary of changes in the capital assets for the year ended June 30, 2009, is 
presented as follows: 

Balance
July 1, 2008 Balance
(as restated) Increases Decreases June 30, 2009

Capital Assets, Nondepreciable:
Land $ 6,801,272.65 $ 0.00 $ 0.00 $ 6,801,272.65
Art, Literature, and Artifacts 1,066,236.00 15,040.00 1,081,276.00
Construction in Progress 58,254,600.77 15,591,910.82 49,018,599.43 24,827,912.16

Total Capital Assets, Nondepreciable 66,122,109.42 15,606,950.82 49,018,599.43 32,710,460.81

Capital Assets, Depreciable:
Buildings 215,065,535.91 48,937,551.43 1,084,220.13 262,918,867.21
Machinery and Equipment 24,179,219.95 2,692,359.42 683,941.43 26,187,637.94
Art, Literature, and Artifacts 108,341.66 108,341.66
General Infrastructure 29,169,251.76 250,089.50 29,419,341.26

Total Capital Assets, Depreciable 268,522,349.28 51,880,000.35 1,768,161.56 318,634,188.07

Less Accumulated Depreciation for:
Buildings 58,456,901.28 4,876,945.97 862,914.00 62,470,933.25
Machinery and Equipment 9,159,443.75 1,931,238.74 479,135.63 10,611,546.86
Art, Literature, and Artifacts 75,368.70 2,513.40 77,882.10
General Infrastructure 7,420,502.67 913,584.36 8,334,087.03

Total Accumulated Depreciation 75,112,216.40 7,724,282.47 1,342,049.63 81,494,449.24

Total Capital Assets, Depreciable, Net 193,410,132.88 44,155,717.88 426,111.93 237,139,738.83

Capital Assets, Net $ 259,532,242.30 $ 59,762,668.70 $ 49,444,711.36 $ 269,850,199.64

 

NOTE 6 - ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

Accounts payable and accrued liabilities at June 30, 2009, were as follows: 

Amount

Accounts Payable $ 1,536,713.30
Accrued Payroll 651,248.88
Contract Retainage 355,464.73
Intergovernmental Payables 564,248.33

Total Accounts Payable and Accrued Liabilities $ 3,107,675.24
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F. Charitable Gift Annuity Split Interest Agreement - In October 2003, 
joint donors entered into a charitable gift annuity agreement with the 
Foundation.  Under the terms of the agreement, the Foundation received 
property with a fair market value of $1,082,314.80.  In consideration of 
this property transfer, the annuitants will receive, for their joint lives, an 
annual annuity of $86,044.84, payable in quarterly installments.  The 
obligation of the Foundation to make annuity payments, if any remain, 
shall terminate upon the deaths of the donors.  Based on the donors’ life 
expectancy and an expected 5.106% rate of return, the liability at  
June 30, 2009 was adjusted to its present value as follows: 

Amount

Value of Annuity Liability at June 30, 2008 $ 377,584.01
Interest Earned on Investment 30,864.31
Sum of Quarterly Payments (86,044.84)
Present Value Adjustment at Year End (2,985.45)

Value of Annuity Liability at June 30, 2009 $ 319,418.03

 

G. Component Unit - The Western Carolina University Research & 
Development Corporation, a discretely presented component unit of the 
University, has constructed two dormitories that are recognized as capital 
leases and is currently replacing two dormitories that will be recognized 
as capital leases by the University.  The long-term debt of the component 
unit represents the construction cost of the four dormitories. 

Long-term debt at June 30, 2009, consists of the following: 

2003 certificates of participation with a balance of $10,815,000, 
evidenced by undivided interests in the rights to receive certain revenues, 
including the Base Rentals under the lease with the University for the 
facility.  The maturities and interest rates of the certificates are as follows: 

Due June 1 Principal Amount Interest Rate

2010 $ 270,000 3.000%
2011 280,000 3.375%
2012 290,000 3.500%
2013 300,000 3.625%
2014 310,000 3.875%

Thereafter 9,365,000 4.500%

$ 10,815,000
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2005 certificates of participation with a balance of $10,010,000, 
evidenced by undivided interests in the rights to receive certain revenues, 
including the Base Rentals under the lease with the University for the 
facility.  The maturities and interest rates of the certificates are as follows: 

Due June 1 Principal Amount Interest Rate

2010 $ 280,000 4.000%
2011 295,000 3.000%
2012 300,000 3.125%
2013 310,000 4.000%
2014 325,000 3.250%

Thereafter 8,500,000 3.750% - 4.350%

$ 10,010,000

 

2008 certificates of participation with a balance of $45,000,000, 
evidenced by undivided interests in the rights to receive certain revenues, 
including the Base Rentals under the lease with the University for the 
facility.  The maturities and interest rates of the certificates are as follows: 

Due June 1 Principal Amount Interest Rate

2010 $ 0 0.000%
2011 530,000 4.000%
2012 630,000 4.000%
2013 735,000 3.500%
2014 840,000 3.500%

Thereafter 42,265,000 3.500% - 5.250%

$ 45,000,000
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

for the years ended June 30, 2009, 2008, and 2007, which were 
$417,706.15, $386,403.95, and $352,527.45, respectively.  The 
University assumes no liability for long-term disability benefits under the 
Plan other than its contribution. 

Additional detailed information about the DIPNC is disclosed in the State 
of North Carolina’s Comprehensive Annual Financial Report. 

NOTE 13 - RISK MANAGEMENT 

The University is exposed to various risks of loss related to torts; theft of, 
damage to, and destruction of assets; errors and omissions; injuries to 
employees; and natural disasters.  These exposures to loss are handled via a 
combination of methods, including participation in State-administered 
insurance programs, purchase of commercial insurance, and self-retention of 
certain risks.  There have been no significant reductions in insurance coverage 
from the previous year and settled claims have not exceeded coverage in any 
of the past three fiscal years. 

Tort claims of up to $1,000,000 are retained under the authority of the State 
Tort Claims Act.  In addition, the State provides excess public officers’ and 
employees’ liability insurance up to $10,000,000 via contract with a private 
insurance company.  The University pays the premium, based on a composite 
rate, directly to the private insurer. 

The University is required to maintain fire and lightning coverage on all State-
owned buildings and contents through the State Property Fire Insurance Fund 
(Fund), an internal service fund of the State.  Such coverage is provided at no 
cost to the University for operations supported by the State’s General Fund.  
Other operations not supported by the State’s General Fund are charged for the 
coverage.  Losses covered by the Fund are subject to a $10,000 per occurrence 
deductible except for Highlands Biological which still maintains a $5,000 per 
occurrence deductible.  The University also purchased through the Fund 
extended coverage for most buildings which covers windstorm or hail and “all 
risk” for selected contents such as high value equipment, computer, and fine 
art.  The extended coverage deductible is $50,000 per occurrence, except for 
high value equipment losses were subject to a $5,000 deductible per 
occurrence for theft losses and all other losses. 

All State-owned vehicles are covered by liability insurance through a private 
insurance company and handled by the North Carolina Department of 
Insurance.  The liability limits for losses are $1,000,000 per claim and 
$10,000,000 per occurrence.  The University pays premiums to the North 
Carolina Department of Insurance for the coverage. 
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INDEPENDENT AUDITOR’S 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 (CONCLUDED) 

This report is intended solely for the information and use of management of the University, 
the Board of Governors, the Board of Trustees, the Audit Committee, others within the entity, 
the Governor, the General Assembly, and the State Controller, and is not intended to be and 
should not be used by anyone other than these specified parties. 

 
Beth A. Wood, CPA 
State Auditor 

September 2, 2010 
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AUDIT FINDINGS AND RESPONSES (CONTINUED) 

University’s Response:  The University agrees with the context of the recommendation 
and will continue to work to improve internal control over access to financial data.  In so 
doing, it is incumbent upon the University to assess the cost/benefits and practicality 
associated with these controls in conjunction with associated risks for deviation from the 
theoretical model of full separation of duties while assuring the operational needs of the 
University can be met.  The University offers the following specific responses to the 
above items. 

The University has devoted significant effort within the past two years to address a more 
automated process for terminating user access rights to the network and Banner data and 
is currently in the final phase of implementing a University Policy that addresses access 
rights and timelines for these rights.  Unfortunately, the complexities of the academic 
environment and access needs, accompanied with coordinating and integrating timely 
departmental notifications for employee separations into the Human Resources and 
Information Technology business processes have precluded automation at this point.  
Termination of network access and termination of Banner access are two independent 
processes.  To a great degree, the delay in Banner account terminations can be attributed 
to a breakdown in communication and understanding of the manual process used to 
terminate the accounts.  Originally, the understanding was that the termination of 
network access also terminated Banner access; however, this is not the case.  This 
situation was corrected prior to the end of the 2009 fiscal year.  It should also be noted 
that in the WCU Banner Finance centralized environment, update access by campus 
departments to Banner Finance is restricted only to the purchase requisition create 
function.  We will reemphasize to campus the importance of timely notification of 
separations to assure access to the requisition create process is disabled immediately 
upon separation from the University. 

With respect to access rights incompatible with job functions, as noted in the prior year 
response, the University evaluated the Controller’s security and associated risks for 
choosing an alternative access path and maintains the overall risks to the University and 
its financial processes were minimized under the approach we took.  With control 
processes in place, it is highly unlikely an unauthorized or unapproved transaction would 
go unnoticed in Banner Finance.  In addition, all transactions entered in Banner Finance 
store the user id in the transaction table, providing an audit trail of all financial 
transactions processed.  When the University became satisfied that staff skill sets 
supported restricting the Controller’s access, actions were taken to do so as noted in the 
finding above.  Indicative of the University’s consideration of the risks and desire to 
restrict the Controller’s access as soon as operationally feasible, it should be noted the 
change to the Controller’s access in April of 2009 was made prior to the issuance of the 
fiscal 2008 audit report and related finding. 

Further to the Controller’s access, the finding suggests the Controller shared both his 
password and Banner account with one of the Systems Accountants.  Consistent with the 
prior year’s response, access to the password was not released, though transactions or 
reports were processed under the Controller’s account within controlled, mentoring 
events.  It should be noted that a unique account for the Systems Accountant was created 
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AUDIT FINDINGS AND RESPONSES (CONCLUDED) 

detect errors to the financial statements prior to their issuance.  The University is 
responsible for fair presentation of their financial statements and previous audit results 
should not be considered a primary control for accurate financial reporting. 

With respect to the University’s speci
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