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INDEPENDENT AUDITOR’S REPORT

The HonorableMayorandCouncil
City ofMorgantown
Morgantown,WestVirginia

We have audited the accompanying financial statementsofthe governmental activities, the
business-type activities,eachmajorfundandtheaggregateremainingfund informationoftheCity
ofMorgantown, West Virginia,asofand for the year endedJune30, 2006,which collectively
comprise theCity’s basic financial statements aslisted in the tableofcontents.Thesefinancial
statementsaretheresponsibilityofthe CityofMorgantown, WestVirginia’s management.Our
responsibility is to expressopinionson these financial statements basedon ouraudit.

We conductedouraudit in accordance withauditingstandardsgenerally accepted in the United
StatesofAmericaandthestandards applicableto financial audits contained in Government
Auditing Standards,issuedby the Comptroller Generalofthe UnitedStates.Thosestandards
require that weplanandperformtheaudit to obtainreasonable assurance aboutwhetherthe
financialstatements are freeofmaterialmisstatement.An audit includesexamining,on a test
basis,evidence supporting theamountsanddisclosuresin the financialstatements.An audit also
includesassessingthe accountingprinciples usedandthe significant estimatesmadeby
management,as well as evaluating theoverall financial statementpresentation.We believe that
ourauditprovidesa reasonablebasisfor ouropinions.

In our opinion, the financial statements referredto abovepresentfairly, in all material respects,the
respectivefinancialpositionofthegovernmentalactivities, the business-typeactivities,eachmajor
fund,andthe aggregateremaining fund informationof the CityofMorgantown, West Virginia, as
ofJune30, 2006,and the respectivechangesin financial position,and,whereapplicable,cash
flows, thereoffortheyearthenendedin conformity with accounting principles generallyaccepted
in the United StatesofAmerica.

in accordancewith Government AuditingStandards,wehavealsoissuedourreport dated
January3, 2007,on our considerationofthe CityofMorgantown,WestVirginia’s internal control
overfinancial reportingandon our testsof its compliance withcertainprovisionsoflaws,
regulations, contractsandgrantagreementsandother matters. Thepurposeofthat reportis to
describe the scopeofourtestingofinternal controloverfinancialreportingandcomplianceandthe
resultsofthattesting, andnot to providean opinionon the internal control overfinancialreporting
or on compliance.Thatreportis an integralpartofan auditperformedin accordancewith
Government Auditing Standardsandshouldbeconsideredin assessing the resultsofour audit.
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TheHonorableMayorandCouncil
City ofMorgantown Page2

Themanagement’sdiscussionandanalysison pages5 through12 is not arequiredpartofthebasic
financial statements butis supplementaryinformationrequiredby accounting principlesgenerally
acceptedin theUnitedStatesofAmerica. We haveapplied certain limitedprocedures, which
consistedprincipallyof inquiriesofmanagement regarding the methodsofmeasurementand
presentationof therequiredsupplementaryinformation. However, we did notaudittheinformation
and expressno opinionon it.

The accompanyingscheduleofexpendituresofpassenger facilitychargesis presentedfor purposes
ofadditionalanalysis asspecifiedin thePassengerFacility ChargeAudit Guidefor Public
Agencies,issued by the FederalAviation Administration, andis not a requiredpartofthe auditing
procedures applied in theaudit ofthebasicfinancial statementsand,in ouropinion,is fairly stated
in all material respectsin relationtO the basic financial statements taken as awhole.

Our auditwas conductedfor the purposeof forming opinionson the financial statements that
collectively comprisethe CityofMorgantown, WestVirginia’s basic financial statements. The
combiningandindividual nonmajorfund financial statements are presentedforpurposesof
additionalanalysisandare nota required partofthe basic financialstatements.Theaccompanying
scheduleof expendituresoffederalawardsis presentedfor purposesof additionalanalysis as
requiredby U.S. Officeof ManagementandBudget CircularA-l33, AuditsofStates,Local
Governments,and Non-ProfitOrganizations,andis alsonot a required partofthebasicfinancial
statementsofthe Cityof Morgantown,West Virginia. Thecombiningandindividual nonmajor
fund financial statementsandscheduleofexpendituresoffederal awards have been subjectedto the
auditing proceduresappliedin theaudit ofthebasicfinancial statementsand,in ouropinion, are
fairly stated inall materialrespectsin relation to the basic financial statements taken as awhole.

January3, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Thissectionof the City ofMorgantown’s annualfinancial reportpresents management’s discussionandanalysisof
the City’sfinancialperformanceduring the fiscalyearendedon June30, 2006. Please read it in conjunction with
the City’sfinancialstatements, whichfollow thissection.

FINANCIAL HIGHLIGHTS

As reported in theCity’s government-widestatementofnetassets,total netassetsincreased$9.1 million,
or 19%,over the previous fiscal year. Netassetsof governmentalactivitiesincreased$3.1 million or 10%,
while the net assetsof business-typeactivitiesincreasedapproximately$6 million, or36%,over the
previousyear. Mostofthis increasecan be attributed to the increase in net capital assetsof $8,510,950,
mostof which werefunding by grants.

• Taxes,fees,and other revenuesgenerated$3.2million morethannetexpenses(total expenses lesscharges
for services,grants, and contributions)for governmentalactivities. Most ofthis excesscanbeattributedto
grantsreceived for capital assets, whicharenotrecordedasexpensesin the statementofnet assets.The
onlytax rateincrease was in the hotel occupancy taxfrom 3% to 6%,effectiveJuly 1, 2005, which
generatedanadditional $351,461,halfof which was paid out in theform ofa contributiontothe
Convention & Visitor’sBureau.

• In theCity’s business-type activities, operatingrevenues increased$84,244,or slightly lessthan2%,over
thepreviousfiscalyear,while operatingexpensesincreased by$435,435or 15%. TheParkingAuthority
andBuilding Commissionreported operating incomeof$102,178and$410,011,respectively.However,
the Airport reportedanoperating lossof ($554,850).

. In the GeneralFund, the revenueswere$645,429,or 4%, morethanbudgeted,whileexpenditures,
includingtransfers,were$597,846,or 4%, lessthanbudgeted.TheGeneralFundreporteda excessof
expenditures over revenuesof ($48,263),for anetdecrease in fund balanceof the same amount.While the
fund balance in the General Fund at the beginningof the year isreportedat $4,041,357,only$1,313,222
wasavailable for appropriation for budget purposes due to the method used by the City todetermineits
carryover which recordstax revenuein the period due ratherthanin the period forwhich thetaxesare
applicable.

• The City transferred$2,820,138into the CapitalReserveFund, $2,497,129ofwhich came from the
GeneralFund. This comparesto $1,872,486transferred tothe CapitalReserveFundfrom theGeneral
Fundduring the fiscalyear ended June 30,2005.Oftheamounttransferredfrom theGeneralFundduring
thecurrentyear,$836,006camefrom one-timebusinessandoccupationtaxes onmajorconstruction
projects,andthebalanceresultedfrom greater than expectedcollection ofregularB&O andother taxes.

OVERVIEW OF THE FINANCIAL STATEMENTS

Thisannual reportconsistsof fourparts—management’sdiscussionandanalysis(thissection),thebasicfinancial
statements,required supplementaryinformation,andan optionalsectionthatpresentscombiningstatementsfor non-
majorgovernmentalfunds.The basic financialstatementsincludetwo kindsof statements thatpresent different
viewsof theCity.

The first two statements aregovernment-widefinancialstatementsthat providebothlong-termandshort-term
informationabout the City’soverall financialstatus. Theremainingstatementsarefundfinancialstatementsthat
focuson individualpartsofthe City government, reporting operations inmoredetail thanthe government-wide
statements and includegovernmentalfunds,proprietaryfunds, andfiduciaryfunds.

• Thegovernmentalfundsstatements tell howgeneralgovernmentservicessuchas publicsafetyandpublic
workswerefinancedin theshort-term,as well aswhatremains for futurespending.

• Proprietaryfundsstatementsoffer short- and long-term financialinformationabout the activities the City
operateslike businesses,such as the municipalairportand parkingauthority.

• Fiduciaryfundsstatementsprovideinformation about thefinancialrelationships in which theCity acts
solelyas a trustee or agent for the benefitofotherstowhom the resources in question belong, suchasthe
threepension plans administered by theCity.
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Thefinancialstatementsalsoinclude other notes thatexplainsomeofthe information in thefinancialstatementsand
providemore detaileddata. In additionto theserequiredelements,there isalso a section withcombiningstatements
that provide details about non-majorgovernmentalfunds,eachofwhich areaddedtogetherandpresentedin a single
column in the basic financialstatements.

The following is asummaryof the major featuresofthe City’s financial statements,including theportionof City
governmentthey coverandthe typesof informationtheycontain:

Government-wide
Statements GovernmentFunds ProprietyFunds Fiduciaryfunds

Scope Entire City government
(exceptfiduciaryfunds)

Theactivitiesof theCity
thatarenot proprietary or
fiduciary,suchaspublic
safety,public works, and
parks

Activities the Cityoperates
similarto privatebusinesses
such as the Airport andParking
Authority,

Instancesin which theCity
is thetrusteeoragent for
someoneelse’sresources,
suchastheCity’s three
pensionplans

Required Financial
Statements

Statementof netassets
Statementof activities

Balance sheet
Statementofrevenue,
expenditures,and changes
infund balances

Statementofnetassets
Statementofrevenues,
expenses, and changes innet
assets
Statementofcashflows

Statementoffiduciary net
assets
Statementofchanges in
fiduciary netassets

Accounting Basis
and Measurement
Focus

Accrual accounting and
economic resources
focus

Modified accrual
accountingandcurrent
financial resourcesfocus

Accrualaccountingand
economicresources focus

Accrual accounting and
economicresources focus

Typeof
Asset/Liability
Information

All assets andliabilities,
both financialand
capital,short-term and
long-term

Only assetsexpected to be
consumedandliabilities
that comedueduring the
year or soon thereafter; no
capitalassetsincluded

All assets and liabilities, both
financial andcapital, short-term
and long-term

All assetsandliabilities,
bothshort-termandlông-
term can include capitalas
well asfinancial assets

Typeof
Inflow/Outflow
Information

All revenuesand
expensesduringthe
year, regardlessofwhen
cash is received orpaid

Revenues for whichcashis
receivedduringorsoon
aftertheendoftheyear;
expenditureswhen goods
andserviceshave been
receivedandpayment is
dueduringtheyear or soon
thereafter

All revenuesand expenses
during the year,regardlessof
when cash is receivedorpaid

All revenuesandexpenses
duringtheyear,regardless
ofwhencash is receivedor
paid

Government-WideStatements

Thegovernment-widestatementsreportinformationaboutthe City as awholeusingaccountingmethodssimilarto
those used byprivate-sectorcompanies.The statementofnet assetsincludesall of the City’s assetsandliabilities,
butdoesnotincludethoseofthe fiduciary funds. Thestatementof activitiesincludes allofthe City’s currentyear
revenues and expenseson a full-accrual basis.

The two government-wide statementsreportthe City’s net assets--thedifferencebetweenassetsandliabilities—and
the change in net assets. Net assets and the change therein is one way to measure the City’sfinancialhealthor
position:

• Over time,increasesor decreasesin net assets arean indicationofwhether the City’sfinancialhealth is
improving ordeteriorating,respectively.

• However,to assess the overall healthof the City, additional non-financialfuctors,suchas changes to the
City’s economicor tax basemust be considered.

TheCity’s government-widefinancialstatementsaredivided into two categories:
• Governmentalactivities— Most of the City’s basicservicesare included here, such aspolice,fire, public

works, parks, and generaladministration.Chargesfor services financeapproximately30% of these
activities, while the various taxes andfeescover approximately61%. Theremaining20% isfinanced
primarily by grants andinvestmentincome.

• Business-typeactivities— TheCity’s parking thcilities,municipalairport, and the leasing activities to its
governmentalactivitiescomprise the business-type activities. Charges forservicesare expected tocover
the full costof operationsof these activities, including capitalmaintenance.
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FundFinancial Statements

The fundfinancialstatements provide more detailedinformationabout the City’s most significant funds— notthe
City as a whole.Fundsareaccountingdevicesthat the City uses to keeptrackof specificsourcesof funding and
spendingfor particularpurposes. Some funds are requiredby statelaw, bondcovenants,or grantagreements.Other
fundsmaybe established tocontroland manage monies forparticular purposes and toshowthat such designated
revenues areproperlyused.

The Cityhasthreekindsof funds asfollows:

• Governmental Funds— Includedin theCity’s governmentalfundsare the GeneralFund, specialrevenue
funds, and capitalreservefunds. Thesefundsare used to accountfor the City’s basic financialservicesand
providea detailed,short-termview. Thefocusis onhow cash and assetsthat canreadilybeconvertedto
cashflow in and out and the balancesleft at fiscalyearend that can beappropriated.Because this
information doesnotinclude theadditionallong-termfocusof the government-wide statements, a
reconciliationis presented at the endof the governmentalfundsstatements that details the differences
between thetwo focuses.

• ProprietaryFunds— Activities forwhich user charges are made and which are expected to cover the costof
theservicesprovidedarereported in proprietaryfunds. Proprietaryfunds providebothlong- andshort-
term financial information and are presented on thefull-accrualbasis ofaccounting.The City’s proprietary
funds are itsthreeenterprise funds established for theParkingAuthority, Airport, and the Building
Commission.These funds are thesameas the City’s business-type activities, but the fund statements
providemoredetail andadditional information,includinginformation on cashflows.

• Fiduciary Funds— The Cityis thetrustee,or fiduciary, for thethreepensionplans itadministrates—the
policemen’spension, firemen’s pension, and thecivilian employees’pensionplans. It is alsoresponsible
for other assets that, becauseof a trustarrangement,can only be used forthe trustbeneficiaries. The Cityis
responsible for ensuring that theassetsreported in thesefundsare used for theirintendedpurposes. All of
the City’s fiduciary activities are reported in thestatementof fiduciarynet assets and the statementof
changesin fiduciary net assets.Thesefunds are not included in theCity’s government-widefinancial
statements because the Citycannotuse these assets tofinanceits operations.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net Assets

The following summarizes the change in net assetsfrom the previous fiscal year:

City of Morgantown
Comparative Net Assets

FYE 6/30/05 FYE 6/30/06 % Change
Assets

Currentassets $ 12,446,604 $ 14,479,958 16.34%
Capital assets 48,248,829 56,759,779 17.64%
Otherassets 2,442,317 2,361,685 -3.30%

Total assets 63,137,750 73,601,452 1657%

Liabilties
Current liabilities 2,745,104 4,380,961 59.59%
Long-term liabilities 13,721,444 13,397,513 -2.36%

Total Liabilities 16,466,548 17,778,474 7.97%

Net assets
Invested in capital assets 36,598,200 45,310,979 23.81%
Restricted 800,555 803,556 0.37%
Unrestricted 9,272,447 9,714,443 4.77%

Total Net Assets $ 46,671,202 $ 55,828,978 19.62%
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The City’s combinednet assets increased over$9.1 million, or 19.62%,over thefiscal year ended June 30, 2005.
Thiscompares to a similar increaseduring the priorfiscal yearof $9 million; however,that increase was
approximatelya 23% increase over thefiscal year endedJune30, 2005. Total assets increased16.57%,while total
liabilities increased7.97%. While current liabilities morethan doubled,total currentassetsexceedtotalcurrent
liabilities by330%. While much of thegrowth in netassetscan be attributed to thegrowth in capitalassets,
unrestricted net assetsalso increased 4.77% over the prior year.

hi thegovernmentalactivities, total netassetsincreased$3.1million, or 10%, whileunrestrictednetassetsincreased
$635,960,or 8%, over the previousyear. Much of this increase can beattributedto the increase in capital assetsof
$2.6 million. Total net assets in the business-typeactivitiesincreased$6 million, or 36%, while unrestrictednet
assets decreased($193,964),or13%. The increase in totalnet assets is primarily attributed to theincreasein capital
assetsof $5.9 million, mostof which occurred at the Airport and was funded by capital grants.

Changes inNetAssets

The slight difference in thechangein net assets reportedon the statementof activities and theamountscited above
is due to the operating transfers between governmentalactivitiesand business-typeactivities,primarily transfers
between theCapitalReserveFundand the AirportFund. The change innet assets is basically the difference
between revenues andexpensesand,therefore,excludes transfers betweenactivities.

GovernmentalActivities

Revenuesfor the City’s governmentalactivitieswere$28 million, with $15.5milliongeneratedfrom taxes and
licenses,$7 million from chargesfor services(includesfines),$5.4million from grants and contributions, and
$341,346from othersources.The followingchartdepictsa more detailedbreakdownoftherevenuesofthe City’s
governmentalactivities:

Due to thehealthyeconomic conditions inMorgantownand thesurroundingareas,tax and license revenue
(excluding the one-time construction business and occupation taxrevenue)in the governmental activities has
increasedat an averageof 12% per year over the past fouryears.Thishasbeen accomplishedwithno changesin
tax formulas,and the only taxrateincrease being the hotel occupancy taxrateincrease inthecurrent year. The
following graphdepictsthe growth in the City’s revenuefrom taxes andlicenses,excluding the one-time
construction B&O taxrevenuethat is earmarkedfor the CapitalReserveFund:

Governmental Activities
Revenue

(FY06 - $28 million)

Charges for Services
Other Taxes

Licenses
11%

Operating Graants
8%

Property T_..._
10%

Capital Grants
12%

B&O Taxes
33%

8



Expensesofthe governmentalactivitieshavealsoincreased at a steadyrateover the past fouryears,averaging
approximately9% peryear. Due to thegrowth in the City’s on-going revenues citedabove,City Councilhasbeen
able to give employees acost ofliving increase each year and has added sixfull-time employees over thepastfour
years. The followingchartdepictsthebreakdownofthe City’sexpensesfor governmentalactivities for the current
year:

Business-TypeActivities

Service revenue in the City’s business-typeactivitiesincreasedlessthan 1% over the past year, whiletotalexpenses
increased9%. Thisresultedin an overall deficitof ($684,656)before grantrevenue.

The ParkingAuthorityreported adecreasein operating revenueof $93,486,or 5%, from the previousyear;however,
theAuthoritywas ableto keepexpensesat a modest 3%increase.The loss in revenue is attributedprimarily to the
lossof one-time parking incomerealizedin fiscal year2005thatresultedfrom the closingofWestVirginia
University’sparking facilities for renovationsduring severalmonthsof that year. The net operating incomereported
by the ParkingAuthority for the year was$102,178,a decreaseof$127,34lfromtheprior year.

The operatinglossof the Airport deteriorated by $148,714 over the previous year, resulting in areported operating
lossof ($554,850). It should be noted, however, that the depreciationof capital assets included in operating
expenses totaled$564,189. . Airport chargesfor servicesandfuel sales increased $154,294 or8%, while expenses
increased$389,033,or 17%. Increases inutilities, costsfor major repairs tofacilities, fuel prices,andmarketing
account formuchofthis increase. Compounding this, thecommercialair carrierceased operations at the Airport

Tax and License Revenue
(excluding one-time construction B&O taxes)

$17,000,000
$15,000,000
$1 3,000,000
$11,000,000

$9,000,000
$7,000,000
$5,000,000 4

FY2003 FY2004 FY2005 FY2006

Governmental Activities
Expenditures by Object

(FY06 - $25 million)

Culture & Recreation
17%

General

Community
Development

19%

Streets &
Transportation

7%

enefit Payments
11%

Public Safety
31%
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and anewcarrierisscheduled to beginoperationsin July, 2006, which hascauseddecreasedactivity at theAirport
during this transitionphase.

Net non-operating revenue, includingnon-operatinggrants and transfers, in the business-type activitieswas
$6,100,248, which is anincreaseover thepreviousyear of$3,847,160.The non-operatingrevenueconsistsprimarily
of capital grants received by the Airportfrom the U.S. Departmentof Transportation,which funded severalprojects
during the year, including theconstructionofthe safety area extension, apron rehabilitation, and a deicing facility.

FINANCIAL ANALYSIS OFTHE CITY’S FUNDS

As the City completed the current year, the governmentalfundsreported a combined fundbalanceof $9.4 million,
an increaseof $673,270from the previous year.Thisincrease isprimarily attributed to increasesin the Boardof
Parks andRecreation(BOPARC)Fund, the CapitalReserveFund, and other nonmajor capitalprojectfunds,

The fund balance in the General Fund decreased$ 48,263to $3,993,094.However, thebalanceavailable for
appropriationin the subsequentfiscal year was calculated at$949,139.City managementpreparesitsbudgeton a
basisthat recognizes taxrevenuewhen the tax isdue tobereceived,ratherthan in the period for which thetaxesare
applicable.

The EconomicDevelopmentGrant Fund is a special revenue fund used to account for the activityfrom threegrants
awardedthrough theWV EconomicDevelopmentFund totaling over$21 million. The projects funded bythese
grant funds include the PublicTheatreandMarinain theWharfDistrict, the first phaseoftheSquare atFalling Run,
whichentailspropertyacquisition and the demolitionof severalsub-standardhousing unitsneartheWVU campus,
and the NationalBiometric Security Project. During the year, these grant funds totaling $771,525 were usedto
begin construction theMarinain theWharfDistrict, withanother$1.2million spenton engineering,project
management,and contractedservices.

Includedin the City’s capital project funds are the TaxIncrement Financing(TIP) Fund andtheBusiness
ImprovementDistrict (BID) Fund. Two TIP districtshavebeenestablishedby City Council and approved by the
WV DevelopmentOffice:

District #1: Falling Run DevelopmentlRedevelopmentDistrict
District #2: The RiverfrontDevelopment/RedevelopmentDistrict

TheTIP Fundisused to accountfor all propertytaxes designated asTIP propertytaxes andrestrictedforuse in that
specific TIP district, aswell as any activityrelatingto the issuanceof TIP bondsthat may occur in subsequent years.
TheCity receivedTIP propertytaxesof $314,999in fiscal year2006,and expended $66,935on projects,mostof
which went forengineeringcostsand therelocationofutilities in the RiverfrontDistrict. Additionally, The
RiverfrontTIP District reimbursedthe Cityof Morgantown$217,736for costs paidon behalfof the District in the
previoustwo years. Taxincrementrevenuebondsin theamountof$6,180,000will be issued by the City for the
RiverfrontTIP District in the2007 fiscal year for the constructionof aparkinggarage..

The BID Fundis used to account for the activity inthreeestablished business improvementdistricts createdto
renovate and improve differentsectionsofHigh Street. A fourth districtwill beestablishedin fiscal year 2007.
Theseprojects are funded by assessmentson theproperty ownersin the district,contributions,Federaltransportation
grants, and City funds. The Citybeganassessingpropertyowners in thefirst BID districtin fiscal year 2005 and the
second BIDDistrict in 2006. Total assessmentsin the currentyearwere$42,615,contributions were$12,140,and
Federalgrants received totaled$323,563. Expendituresin theBID Fund totaled$404,583as constructionbeganon
the firsttwo phasesof theHigh Street improvements.

Of the special revenue funds, the Boardof Parks andRecreationCommissioners(BOPARC)reporteda fund balance
of$12,640,an increaseof $212,060 over the deficitof ($199,420)reportedlastyear. The managementof
BOPARC reduced expenses$ 155,531from the previous year by eliminating costinefficienciesandclosely
monitoring budget compliance. Although service revenue remained virtually unchanged over the previous year,
operatingtransfersfrom the General Fund increased$180,029,along with an increase intransfersfrom theCapital
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reserve Fundof $5,611. The increased transfersfrom the GeneralFund resultedprimarily from the increasedhotel
occupancy tax.

GeneralFund BudgetaryHighlights

Overthecourseofthe year,City Council revised the City’sgeneralfund budgetthreetimes. These budget revisions
fall into two categories:

• Amendmentsand supplementalappropriationsapprovedshortly after the beginningof the yearto reflect
the actualbeginningaccountbalances(adjustingthe estimated amounts in the budget adopted in March,
2005.)

• Revisions madeduring the year toaccountfor additionalrevenue received andtoincreaseappropriations
topreventbudget overruns.

Even with theseadjustments,actualexpenditureswere $597,846 belowfinal budgeted amounts, while revenues
were$645,429above thefinal budgetedamounts.The additionalrevenues were duemainlyto better-than-expected
businessandoccupationtax collections andtherate increase in thehotel occupancy tax.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end offiscal year2006,theCity had$83 million invested in capital assets, with$57 million invested netof
accumulated depreciation.Theseassets includeseveralbuildings, fire and police equipment and vehicles,heavy
equipmentandvehiclesusedin public works, parkingfacilities, andparksand recreationalfacilities. Thisamount
represents anet increaseof$8.5 million over the previousyear. Major additionsduring the year include the
improvementsat the Airport mentioned previously,acquisitionof land at Dorsey’s Knob Park, funded bya Federal
grantandprivatedonations,severalnew police cruisers, public works vehicles andequipment,sidewalk and
streetscapeprojects,and theconstructionfunded by the EconomicDevelopmentGrants mentioned previously.

Long-term Debt

At the endof the year,the City had$12,559,393in long-termrevenuebonds,notespayable,and capitalleases.This
was adecreasefrom the previous yearof $380,028. The only new debtwas $67,090drawndownon the Parking
Authority revenue bondsissuedin 2002 and $149,560 incapital leases forBOPARC equipment. Principal payments
on all debttotaled$596,678.More information on outstanding debt can be found in Note5 ofthe Notes toFinancial
Statements.

As reported in Note11 of theNotes toFinancialStatements,the Parking Authoritymet the 110% coverageratio
required inits 2002 bond ordinance.The debtservicecoveragefactor was1.23for the currentyear, compared to
1.40 for thepreviousyear.

ECONOMIC FACTORSAND NEXT YEAR’S BUDGET RATES

City officials plan to implementan increase in fire servicefeesof 8% in fiscal year 2007, withan additional8%
increasein fiscal year 2008. The proceeds from these increaseswill be used toservicethe debton a $2 million
revenuebond expected to be issued in fiscal year 2008 forthe constructionof a new north side firestation. Theland
for the facility will be donatedby West Virginia Universityandthe Monongalia CountyCommissionin thenext
fiscal year,with constructionto begin infiscal year 2008.

An increase in the one-timebusinessand occupation tax revenues isprojected,with a budgetedamountof
$2,000,000,comparedto the$1,200,000budgeted in the 2006fiscal yearas severallargeconstruction projectsget
underway and continuewithin theCity.

Budgetedexpendituresforoperationsareexpectedto increaseslightly for fiscal year 2007.Theseexpenditures
include a 4%costof living adjustment foremployees,increase infuel andutility costs,and fouradditional full-time
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employees.In addition, contributions to the CapitalReserveFund will increase as one-timecouatructionB&O taxes
increase. TheCity, through its CapitalReserveFund, will continueits paving,sidewalk,and demolition programs,
as well as itssupportofvarious community projects includingSunnysideUp (revitalizationof campus
neighborhoods), theWestVirginia PublicTheatre,the MetropolitanTheatre,and theWiles Hill Seniorand
CommunityCenter.

As for the City’sbusiness-typeactivities, the Parking Authorityexpects to continue itscostcontrol program and
enhanceits revenuesystem.The operatingbudget is formulated to meet the110%debt coveragerequirementand
will be monitoredon anon-goingbasisfor compliance.Airport managementcontinuesto seek additionallease
revenueat the Airport and explore other options to increase theactivity at theAirport. Managementwill continue to
monitortheprofitabilityof fuel sales and plans to conductquarterlyreviewswith stafftoimprove budget
compliance. Additionally, coal reserves uncovered at theconstructionsiteofthe safetyarea extension are expected
to provideadditionalrevenueas the coal isremovedand sold to make way for construction. However, it is expected
that anotherchange in thecommercialcarrier in the next year may beon thehorizon, sosomeuncertaintystill exists
in the levelof commercial activity at the Airport. Long-term plansfor the Airport, however, include theadditionof
theNationalGuardArmory and an industrialparkadjacent to the Airport,bothofwhich should substantially
increaseactivity at the Airport.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

Thisfinancialreportis designed to providecitizens,taxpayers,customers,andcreditorsofthe CityofMorgantown
with a general overviewof the City’s finances and to demonstrate the City’s accountability for the money it
receives. If you have questions about thisreportor needadditionalfinancialinformation,contactthe Cityof
Morgantown, Finance Director,389 SpruceStreet,Morgantown,WV 26505.
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CITY OFMORGANTOWN, WESTVIRGINIA
STATEMENT OFNET ASSETS

JUNE30, 2006

Business
Governmental Type

Activities Activities Total

Assets
Cash $ 4,172,025 $ 311,326 $ 4,483,351
Investments 3,388,532 837,275 4,225,807
Receivables 4,543,516 1,108,146 5,651,662
Internalbalances 123,366 ( 123,366) -0-
Inventory -0- 49,635 49,635
Prepaidexpenses 2,543 66,990 69,533
Restricted assets -0- 1,631,376 1,631,376
Capital assets, net 24,556,721 32,203,058 56,759,779
Unamortized bond discountandissue costs -0- 730,309 7303~09

Total assets 36,7862Q~ 36.814,749 73,601,452

Liabilities
Accounts payable 2,004,389 1,197,785 3,202,174
Prepaid revenues 52,500 52,500
Long-termliabilities
Due within one year 430,120 696,167 1,126,287
Duein more than one year jA95,647 11,901,866 13,397.513
Total liabilities 3,930J~5~ 13,848,318 17,778,474

Net Assets
Investedin capital assets, netof related debt 24,427,075 20,883,904 45,310,979
Restricted -0- 803,556 803,556
Unrestricted 8,429A72 1,284,971 9,714,443

Total Net Assets $ ~ $ ~ $ ~~2a

The accompanying notesarean integralpartofthis statement.
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CITY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OFACTIVITIES

FORTHE YEAR ENDiNG JUNE30, 2006

NET (EXPENSES)REVENUES
PROGRAM REVENUES AND CHANGES IN NET ASSETS

charms Operating hal Business
For Grantsand Grantsand Governmental ]ygg

~jons/Prog~au2s Expenses Services Contributions Contributions Activities Activities Total

GovernmentalActivities
Generalgovernment $ 3,855,462 $ 253,534 $ -0- $ -0- $( 3,601,928) $ -0- $( 3,601,928)
Public safety 7,776,732 2,566,784 306,952 -0- ( 4,902,996) -0- ( 4,902,996)
Highwaysand streets 1,825,372 -0- -0- -0- ( 1,825,372) -0- ( 1,825,372)
Communitydevelopment 4,373,424 9,600 612,552 3,270,648 ( 480,624) -0- ( 480,624)
Cultureand recreation 4,258,425 1,284,474 1,251,005 -0- ( 1,722,946) -0- ( 1,722,946)
Benefitspayments 2,730.354 2.621,486 -0- -0- ( 108,86~) -0- ( 108,868)

Total governmental activities 24.819,769 6,735,878 2.170509 3.270,648 (12.642,734) -0- (12.642,734)

Business— TypeActivities
Airport 2,619,767 1,978,308 80,784 6,415,223 -0- 5,854,548 5,854,548
Parking 2,136,600 1,979,338 -0- -0- -0- ( 157,262) ( 157,262)
Building commission 509,393 623,458 -0- -0- -0- 114.065 114.065

Totalbusiness—type activities 5,265,760 4.581,104 80,784 6.415,223 -0- 5.811.351 5.8] 1.351

Total $ 39.52~ $ fl~3Itl.9~2 $ 2,25L29~ 8 9655~$~7i(12.642,734) 5.811,351 ( 6,831,383)

GeneralRevenues
Taxesandlicenses 15,239,597 -0- 15,239,597
Franchisefees 272,591 -0- 272,591
Interestandinvestmentearnings 226,667 96,089 322,756
Miscellaneous 114,689 29,817 144,506

Total generalrevenues 15.853.544 125,906 15.979.450

Changein net assets 3,210,810 5,937,257 9,148,067
Transfersout ( 120,430) 120,430 -0-
Net assets—beginning— restated 29.766,167 16,914,744 46,680.911

Netassets—ending $ 3242 $ 22.972.431 $ 55.828~925

Theaccompanyingnotesarean integralpartofthis statement.
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C1TY OF MORGANTOWN,WESTVIRGINIA
FUND BALANCE SHEETS
GOVERNMENTALFUNDS

JUNE30, 2006

Boardof Life and Economic Other Total
General Parks and g~ffl~ ~p4~) Pgygiapmeiit GovernmentalGovernniental

Etinci Recreation Fund Reserve Grant Funds Funds

ASSETS

Cash $ 916,708 $ 277,853 $ 748,953 $ 1,830,758 $ 18,400 $ 379,353 $ 4,172,025
Investments 518,215 -0- -0- 783,408 -0- 2,086,909 3,388,532
Receivables,netof allowances:

Taxes 2,506,861 -0- -0- -0- -0- -0- 2,506,861
Accounts 215,656 -0- -0- -0- -0- 5,942 221,598
Other 382,016 19,800 2,357 -0- -0- -0- 404,173
Grants 37,914 -0- -0- 181,831 513,105 273,075 1,005,925

Interest receivable 725 -0- -0- 1,837 -0- -0- 2,562
Duefroim’(to)otherfunds ( 18,492) (121,706) ( 675) 335,766 -0- ( 71,527) 123,366
Prepaid expenses -0- 2.590 -0- -0- -0- 43 2.543

TOTAL ASSETS $ 4.5.59~tlQ3 $ 178.447 $ 259.635 $ 3131600 $ ~ $ 2.621295 $ 1~$~

LIABILITIES AND FUND BALANCES

Liabilities
Accountspayable $ 278,153 $ 103,345 $568,574 $ 299,970 $ 513,105 $ 241,242 $ 2,004,389
Accruedpayroll andcompensatedabsences 288.356 62.462 -0- -0- -0- 47.207 398.025

Total liabilities 566.509 165.807 568.574 299.970 513.105 288.449 2.402.414

Fund Balances
Reservedforunemployment -0- -0- -0- -0- -0- 11,872 11,872
Unreserved 3,993,094 j2.640 182,061 2,833,630 18.400 2.373,474 9,413.299

Totalflsndbalances 3,993,094 12,640 182,061 2.833,630 18.400 2.385.346 9,425,171

TOTAL LIABILITIES AND FUND BALANCES $ ~ $ ~3,47 $ ~ $ 3~I31690 $ 52L595 $ 2.611295 $ ~

Theaccompanyingnotesare an integralpartofthis statement.
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CITY OF MORGANTOWN, WESTVIRGINIA
RECONC1LTAT1ONOF FUND BALANCE SHEETSOF

GOVERNMENTALFUNDS TOSTATEMENT
OFNET ASSETS
JUNE30, 2006

Fundbalance, fundlevel statementJune30, 2006 $ 9,425,171

The total fund balanceof the CityofMorgantown’sgovernmentalfundsdiffer
from net assetsofthe governmental activitiesreportedon theStatementof Net
Assetsasfollows:

Someliabilities are notdue andpayable in the current periodandtherefore,
are not reported in the fundlevel statements:

Accruedcompensated absences ( 1,398,096)

Obligationsundercapitallease (. 129,646)

Capitalassets, thatareusedin governmentalactivities andare purchasedor
constructed,thecostsof those assets are reported asexpendituresin
governmentalfunds. However, theStatementofNet Assetsincludes those
assetsand theirassociatedaccumulateddepreciation. 24,556,721

Someassetsdo not provide current financial resourcesandare not reported as
assets in the fundlevel statements:

Additional accounts receivable— June30, 2006 402.397

Net assetsofgovernmental activities $ 32,856.547

Theaccompanyingnotesarean integral partofthis statement.
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CiTY OF MORGANTOWN,WESTVIRGINIA
COMBINING STATEMENT OF REVENUES,EXPENDITURES,AND

CHANGESIN FUND BALANCES
GOVERNMENTALFUNDS

FOR THEYEAR ENDEDJUNE30, 2006

Boardof Life and Economic Other Total
Genera] Parks and j~)9h ç~pjial ~)gygip~ymgi]tGovernmental Governmental
Fund Recreation Fund Reserve Grant Funds Funds

Revenues
Taxesandspecialassessments $ 14,513,772 $ -0- $ -0- $ -0- $ -0- $ 357,602 $ 14,871,374
Licensesandpermits 217,656 -0- -0- -0- -0- -0- 217,656
Chargesfor services 2,099,217 1,230,460 -0- -0- 9,600 54,014 3,744,236
Fines andforfeits 703,238 -0- -0- -0- -0- 17,864 721,102
Franchisefees 272,591 -0- -0- -0- -0- -0- 272,591
Interest 73,525 5,388 22,860 32,665 -0- 58,811 193,249
Donations -0- 26,367 -0- 75,100 -0- 374,449 475,916
Intergovernmental

Federal 181,625 85,979 -0- 657,941 -0- 939,809 1,865,354
State 76,675 13,701 -0- 162,275 2,027,413 474,982 2,755,046
County -0- 104,477 -0- 50,000 -0- 235,000 389,477

Contributionsfromemployees -0- -0- 86,502 -0- -0- -0- 86,502
Contributionsfrom employers -0- -0- 2,534,984 -0- -0- -0- 2,534,984
Gain (loss)on investments -0- -0- -0- -0- -0- 33,418 33,418
Other 96,394 -0- 17.946 240 -0- 109 114.689

Total revenues 18,234,693 1.466.372 2.662.292 978,221 2,037.013 2.546.058 28.275.594

Expenditures
Generalgovernment 3,666,769 -0- 149,076 -0- -0- 12,417 3,828,262
Publicsafety 7,625,026 -0- -0- -0- -0- 36,021 7,661,047
Highwaysandstreets 2,787,540 -0- -0- -0- -0- -0- 2,787,540
Communitydevelopment -0- -0- -0- 2,797,613 2,027,413 1,048,341 6,224,312
Cultureand recreation 319,992 2,465,643 -0- -0- -0- 1,474,453 4,260,088
Benefitpayments -0- -0- 2.739.354 0- -0- -0- 2,730.354

Totalexpenditures 14.399.327 2,465.643 2.879,430 2.797.613 2,027.413 2.571.232 27.491.603

(Deficiency)excessof revenues(under) over expenditures 3.835.366( 999.271) ( 217.138) (1.819,392) 9~600 ( 25.174) 783.991

Other Financing Sources(Uses)
Operatingtransfersin -0- 1,211,331 -0- 2,820,138 -0- 550,189 4,230,713
Operatingtransfers(out) ( 3,883.629) -0- ( 240.000) L495~4.50) -0- ( ~2,Q99)(_4.35k143)

Total otherfinancingsources (uses) ( 3.883.629) 1.211.331 ( 240.000) 2,324,488 -0- 467.180 ( 129,439)

Netchangeinnetassets ( 48,263) 212,060 ( 457,138) 505,296 9,600 442,006 663,561

Fundbalanceatbeginningofyear- restated 4.041.357 ( 199,420) 639.199 2.328.334 8.800 1.943.340 8,761.610

Fund balanceat endof year $ 3~993,994$ ~ $ ,9(~J$ 2~831431)$ ,J~99$ ~ $ 9.425J7J

Theaccompanyingnotesarean integralpartofthe combining financial statements.
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CITY OF MORGANTOWN,WESTVIRGiNIA
RECONCILIATION OFThESTATEMENT OFREVENUES,
EXPENDITURES,AND CHANGESIN FUND BALANCES

OF GOVERNMENTALFUNDSTO THE STATEMENT OFACTIVITIES
FORTHE YEAR ENDEDJUNE30, 2006

Net change in net assets— total governmental funds $ 663,561

Amountsreportedfor govermnental activitiesin theStatementofActivities
aredifferent because:

Governmentalfundsreportcapitaloutlaysasexpenditureswhile governmental
activitiesreport depreciationexpenseto allocatethoseexpendituresover the
life ofthe assets. Thisis theamountby which capital outlays exceeded
depreciationin the current period. 2,544,739

Governmentalfunds report capitaloutlaysasexpenditureswhile governmental
activitiesreportdepreciationexpenseto allocate thoseexpendituresover the
life ofthe assets. Thisis the amountof losson disposalofcapital assets ( 118,457)

Someexpensesreportedin theStatementofActivities do notrequiretheuseof
current financialresourcesandthereforeare not reported asexpendituresin
governmental funds.

Increasein compensated absences ( 105,394)

Somerevenuesreportedin theStatementofActivities do notprovidefinancial
resourcesthat are bothavailableandmeasurable forusein currentactivities

Donationof library materials. 37,848

Change inadditionalaccountsreceivable 68,083

Changein Net AssetsofGovernmentalActivities $ 3,090,380

Theaccompanyingnotes arean integralpartofthis statement.
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CITY OF MORGANTOWN,WESTVIRGINIA
FUND BALANCE SHEETS
PROPRIETARYFUNDS

JUNE30, 2006

BUSINESSTYPEACTIVITIES
~j~port Parking Building
Fund Authority Commission Total

ASSETS

Current Assets
Cash $ 69,764 $ 241,562 $ -0- $ 311,326
investments -0- 837,275 -0- 837,275
Receivables, netofallowances:

Accounts 43,393 660 -0- 44,053
interest -0- 712 -0- 712
Grants 1,063,381 -0- -0- 1,063,381

Inventory 49,635 -0- -0- 49,635
Duefrom/(to) otherfunds ( 144,474) ( 28,073) 49,181 ( 123,366)
Prepaidexpenses 5,825 -0- -0- 5,825

Total current assets 1,087,524 1,052,136 49,181 2,188,841

NoncurrentAssets
Restrictedassets -0- 803,556 827,820 1,631,376

CapitalAssets
Land 50,050 1,484,326 717,207 2,251,583
Land improvement -0- -0- 24,400 24,400
Building 4,795,431 -0- 8,097,336 12,892,767
Structuresand improvements 12,643,449 8,582,561 -0- 21,226,010
Leaseholdimprovements -0- 90,965 -0- 90,965
Machineryandequipment 1,229,852 824,472 168,450 2,222,774
Constructionin progress 8,667,682 -0- -0- 8,667,682
Less: Accumulateddepreciation ( 8,510,335) ( 3,351,596) ( 3,311,192) (15,173,123)

Net capitalassets 18,876,129 7,630,728 5,696,201 32,203,058

Other Assets
Prepaidexpenses 61,165 -0- -0- 61,165
Unamortized bond discountand

issuecosts -0- 58,707 671,602 730,309
Total other assets 61,165 58,707 671,602 791,474

TOTAL ASSETS $ 20,024,818 $ 9,545,127 $ L~~04 $ ~&L~a249
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BUSINESS TYPEACTIVITIES
~j~port Parking Building

Fund Authority Commission Total

LIABILITIES AND NET ASSETS

CurrentLiabilities (payablefrom
currentassets)

Notespayable $ -0- $ -0- $ 12,881 $ 12,881
Accounts payable 1,107,431 84,354 -0- 1,191,785
Prepaid revenues 52,500 -0- -0- 52,500
Accrued compensatedabsences 68.833 99,453 -0- 168,286

Total current liabilities
(payablefrom current assets) j~28,764 183~Q7 12,881 1,425,452

CurrentLiabilities (payablefrom
restrictedassets)

Revenuebondspayable -0- 125,000 39Q,QQQ 515,000
Total current liabilities
(payablefrom restricted assets) -0- 125,000 390,000 515~QQQ

Long-Term Liabilities (net of
current portion)

Revenuebonds payable -0- 5,497,953 6,360,000 11,857,953
Notespayable -0- -0- 43,913 43,913

Total long-termliabilities -0- 5,497.953 6.403,9ll 11,901,866

Total liabilities 1,228,764 5.806,760 6.806,794 13,842,318

NetAssets
Invested in capitalassets,netof
related debt 18,876,129 2,007,775 -0- 20,883,904

Restricted -0- 803,556 -0- 803,556
Unrestricted ( 80,075) 927,03k 438,010 1,284,971

Total net assets 18,796,054 3,7383~7 438,010 22,972,431

TOTAL LIABILITIES AND
NET ASSETS $ ZQSQZ~L&I~a $ ~ $ 7.244,804 $ 3a14.749

The accompanyingnotesarean integral partof this statement.
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CITY OFMORGANTOWN, WESTVIRGINIA
STATEMENTOF REVENUES,EXPENSESAND CHANGESiN NET ASSETS

PROPRIETARY FUNDS
FORThE YEAR ENDED JUNE30, 2006

BUSINESSTYPEACTIVITIES
Airport Parking Building
Fund Authority Commission Total

Operating Revenues
Chargesfor services $ 1,978,308 $ 1,486,663 $ 623,458 $ 4,088,429
Fines -0- 492,675 -0- 492,675
Grants 80,784 -0. -0- 80,784

Total operating revenues 2,059,092 1,979,338 623,458 4,661,888

OperatingExpenses
Personalservices 528,753 633,071 -0- 1,161,824
Purchases— fuel 1,030,979 -0- -0- 1,030,979
Supplies 29,264 15,749 -0- 45,013
Liability insurance 42,640 42,256 -0- 84,896
Utilities 129,614 70,742 -0- 200,356
General and administrative 222,650 151,439 4,206 378,295
Depreciation 564,189 355,243 209,141 1,128,573
Maintenance 65,853 90,980 -0- 156,833
Rental lease -0- 517,680 -0- 517,680

Total operatingexpenses 2,613,942 1,877,160 213,347 4,704,449

Operating(loss) income ( 554,850) 102,178 410,111 ( 42,561)

Nonoperating Revenues(Expenses)
Interestanddividends 138 61,250 33,037 94,425
Gain on investments -0- 1,664 -0- 1,664
Miscellaneous income 5,871 23,946 -0- 29,817
interestandfiscal charges -0- ( 256,085) (242,318) ( 498,403)
Amortizationofbond discount
andissuecosts ( 5,825) ( 3,355) ( 53,728) ( 62,908)

Total nonoperating revenues(expenses) 184 ( 172,580) (263,009) ( 435,405)

Changein net assets before nonoperatinggrants
andoperatingtransfers ( 554,666) ( 70,402) 147,102 ( 477,966)

Transfersin from otherfunds 120,430 -0- -0- 120,430
Nonoperatinggrants 6,415,223 -0- -0- 6,415,223

Changein net assets 5,980,987 ( 70,402) 147,102 6,057,687

Total net assets—beginning 12,815,067 3,808,769 290,908 16,914,744

Total net assets— ending $ 18,796,054 $ ~ $ ~~Qj0 $ 22,972,431

The accompanyingnotesarean integralpartofthis statement.
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CITY OFMORGANTOWN, WESTVIRGINIA
STATEMENT OF CASHFLOWS

PROPRIETARYFUNDS
FORTHE YEAR ENDED JUNE30, 2006

CashFlows from InvestingActivities
Decreasein investments
Interest income

Net cashprovidedby (used in) investing
activities

Net (decrease)increasein cash ( 137,422) ( 71,576) -0- ( 208,998)

Cashatbeginningof year

Cashat endofyear $ =~2~2~i$ 241,562 $ -0- $ 311,326

BUSINESSTYPE ACTIVITIES
Airport Parking Building
Fund Authority Commission

$ 1,960,160 $ 1,979,467 $ 574,277
86,655 23;946 -0-

( 819,241) ( 938,203) ( 4,206)
( 536,636) ( 619,890) -0-

Total

$ 4,513,904
110,601

(1,761,650)
(1,156,526)

CashFlows from OperatingActivities
Receiptsfrom customers
Receiptsfrom other sources
Paymentsto suppliers
Paymentsto employees

Net cashprovided by (used in)operating
activities

CashFlows from CapitalandRelated
FinancingActivities

(Increase)in restricted assets
Repaymentofnotespayable
Repaymentsof revenue bonds
Nonoperatinggrants
Repaymentofobligationundercapitallease
Acquisitionof capital assets
Interest expense

Net cash(usedin) provided by capitaland
relatedfinancing activities

570,071 1,706,329690,938

-0-
-0-
-0-

5,951,637
-0-

(6,780,135)

-0-

( 828,498)

445,320

( 3,001)

-0-
( 119,032)

-0-
( 3,302)
( 265,613)
( 256,085)

( 647,033)

26,550
(12,340)

(375,000)
-0-
-0-
-0-

(242,318)

23,549

( 12,340)
( 494,032)
5,951,637

( 3,302)

(7,045,748)
( 498,403)

(603,108) (2,078,639)

-0- 68,912 -0- 68,912
138 61,225 33,037 94,400

138 130,137 33,037 163,312

207,186 313,138 -0- 520,324
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CiTY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OF CASHFLOWS

PROPRiETARYFUNDS (CONT’D)
FOR THEYEAR ENDEDJUNE30, 2006

BUSINESSTYPE ACTIVITIES
Airport Parking Building
Fund Authority Commission Total

Reconciliationof operating incometo net
cashprovided by operatingactivities
Operating(loss) income $ ( 554,850) $ 102,178 $ 410,111 $ ( 42,561)
Adjustmentsto reconcile operating(loss)
income to net cash providedby (usedin)
operating activities:
Depreciationandamortization 564,189 355,243 209,141 1,128,573
Nonoperating revenues 126,301 23,946 -0- 150,247
Gain on saleofinvestments -0- 1,664 -0- 1,664
(Increase)decreasein:

Accountsreceivable ( 18,148) 129 -0- ( 18,019)
Inventory 2,836 -0- -0- 2,836
Due froml(to) other funds ( 47,546) 28,073 ( 49,181) ( 68,654)
Prepaidexpenses -0- 498 -0- 498

increase(decrease)in:
Accountspayable 626,039 ( 79,592) -0- 546,447
Prepaid revenues -0- -0- -0- -0-
Accrued compensatedabsences ( 7,883) 13,181 -0- 5,298

Net cashprovided by (used in)operating
activities $ 690,938 $ 445,320 $ 570.07l $ 1,706,329

Theaccompanyingnotes areanintegral partof this statement.



CITY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OFREVENUES,EXPENDITURESAND

CHANGESIN FUND BALANCE - BUDGETAND ACTUAL -

GENERALFUND - BUDGETARY BASiS
FOR THEYEAR ENDEDJUNE30, 2006

Variance
Actual With Final

Actual Budget to Amounts Budget
Budgeted Amounts (Budgetary GAAP GAAP Favorable

Original Ein~l ~~js) Difference ~sjs (Unfavorable)

Revenues
Taxes(includinginterest
andpenalties)

Generalpropertytaxes $ 2,677,255 $ 2,697,255 $ 2,725,664 $ ( 41,357) $ 2,684,307 $ 28,409
Othertaxes— businessandpublic service 10.626.000 11.244.500 11.788,108 96,522 11,884,685 543.608
Total taxes 13,303,255 13,941,755 14,513,772 55,220 14,568,992 572,017

Licensesandpermits 199,500 209,500 217,656 -0- 217,656 8,156
Chargesfor services 2,070,935 2,097,935 2,099,217 -0- 2,099,217 1,282
Fines and forfeitures 550,000 670,000 703,238 -0- 703,238 33,238
Franchisefees 240,000 270,000 272,591 -0- 272,591 2,591
Interest 20,000 60,000 73,525 -0- 73,525 13,525
Intergovernmental:

Federal 99,000 218,322 181,625 7,173 188,798 ( 36,697)
State -0- 5,000 76,675 -0- 76,675 71,675

Miscellaneous 108,252 116.752 96.394 -0- 96.394 ( 20.358)
Total revenues 16,590,942 17.589,264 18.234.693 62,393 18.297,086 645,429

Expenditures
Generalgovernment 3,806,306 3,894,876 3,666,769 ( 691,269) 2,975,500 228,107
Public safety 7,593,967 7,627,506 7,625,026 ( 697,748) 6,927,278 2,480
Highwaysand streets 3,114,748 3,142,291 2,787,540 ( 960,602) 1,826,938 354,751
Health andsanitation -0- -0- -0- -0- -0- -0-
Culture and recreation 140.000 332,5Q~ 319,992 -0- 319.992 12,508

Total expenditures 14,655,021 14.997,173 14,399.327 ( 2.349,619) 12,049.708 597.846

Excess(deficiency)of revenuesover
(under) expenditures 1.935.921 2,592,091 3.835,366 2.412,012 6,247.378 1,243.275

Other Financing Sources(Uses)
Operating transfers (out) ( 2.760.921) ( 3.905.413) ( 3,883.629) 807.923 ( 3,075.706) 21.784

Total otherfinancingsources(uses) ( 2.769.921) ( 3.905.413) ( 3.883,629) 807.923 ( 3.075.706) 21,784

Netchangein fund balance ( 825,000) ( 1,313,322) ( 48,263) 3,219,935 3,171,672 1,265,059

Fund balance at beginningofyear 825,000 1.313.322 4,041.357 15.456.077 19.497.434 2,728.035

Fund balanceat endof year $ ~ $ ~ $ ~ $ ~Z~1~2 $ ~ $ ~
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GENERALFUND - BUDGETARY BASiS (CONT’D)
FORTHE YEARENDEDJUNE30, 2006

Explanation of Differences:
(1) The Citybudgets for capitalexpendituresas a current period expenditureratherthan a capital

expenditure on theaccrualbasisofaccounting.

(2) The City does not budget foraccruedcompensatedabsencespayablein morethanone yearasis
requiredby the accrualbasisof accounting.

(3) Theamountreported as“fund balance” on thebudgetarybasisofaccounting derives from the basis
ofaccounting used in preparing theCity’s budget. This amount differsfrom the fundbalance
reportedin theStatementofRevenues, Expenditures,and Changesin Fund Balancesbecauseof
the cumulativeeffect oftransactionssuch as those describedabove.

The accompanying notes arean integral partofthis statement.



CITY OFMORGANTOWN,WESTVIRGiNIA
STATEMENTOFREVENUES,EXPENDITURESAND

CHANGESIN FUND BALANCE - BUDGETAND ACTUAL -

COAL SEVERANCEFUND - BUDGETARYBASIS
FORThEYEAR ENDEDJUNE30, 2006

Variance
Actual With Final

Actual Budgetto Amounts ~idget
BudgetedAmounts ~ GAAP GAAP Favorable
Original Final Basis) Differences Basis (Unfavorable)

Revenues
Interest $ 125 $ 125 $ 764 $ -0- $ 764 $ 639
Intergovernmental:

State 56,000 66,000 89.658 -0- 89,658 23,658
Total revenues 56J25 66,125 90,422 -0- 90,422 24,297

Expenditures
Generalgovernment 748 2,567 -0- -0- -0- 2,567
Publicsafety -0- -0- -0- -0- -0- -0-
Highwaysand streets -0- -0- -0- -0- -0- -0-
Healthandsanitation -0- -0- -0- -0- -0- -0-
Cultureandrecreation -0- -0- -0- -0- -0- -0-

Total expenditures 748 2,567 -0- -0- -0- 2,567

Excessof revenuesoverexpenditures 55,377 63.558 90,422 90,422 26,864

Other Financing Sources(Uses)
Operating transfers in -0- -0- -0- -0- -0- -0-
Operatingtransfers(out) (56,000) (83.009) (83,009) ~ (83,009) -0-

Total other financing sources (uses) (56,000) (83,009) (83,009) -0- (83,009) -0-

Net change in fund balance ( 623) (19,451) 7,413 -0- 7,413 26,864

Fund balance atbeginningofyear 623 19.451 19.451 19,451 -0-

Fund balance at endof year $ -0- $ -0- $ ~ $ Q $ ~ $ ~

Explanation of Differences

The amountreported as“fund balance”on thebudgetarybasisof accounting derives fromthebasisof accounting used in preparing the
City ‘s budget. Thisamountdiffers from the fundbalanceas which be derivedfrom usingthe accrual basisof accounting.

Theaccompanyingnotesarean integralpartofthis statement.

26



CITY OF MORGANTOWN, WESTVIRGINIA
FIDUCIARY RESONSIBILITIES
STATEMENT OFNET ASSETS

JUNE30, 2006

Policemen’s Firemen’s Employee’s Library Library
Pensionand Pension and Retirement ~~p~ndable Endowment Total

~,çijgf ~gjjef and Benefit Trust Fund (MemorandumOnly)

Assets

Cash $ 3,452 $ 1,592 $ 3,005 $ -0- $ -0- $ 8,049
Investments 11,126,430 8,019,156 28,950,898 42,717 5,548 48,144,749
Receivables:

Contributions -0- -0- 72,715 -0- -0- 72,715
Accrued interest 62.478 34.066 48.152 -0- -0- 144.696
Total assets 11.192.360 8,054.814 29,074.770 42.717 48.370.209

Liabilities
Accountspayable -0- 200 7.798 -0- 7,998

Total liabilities -0- 200 7,798 -0- 7,998

Net Assets
Held in trust $ ~IJ.J22~Q$ ~l~~=L~l $ ~ $ ~2~21Z $ ~ $ ~

Theaccompanyingnotes arean integral partofthis statement.

27



CITYOF MORGANTOWN,WESTVIRGiNIA
FIDUCIARY RESPONSIBiLiTIES

STATEMENT OFCHANGESIN NET ASSETS
FOR THE YEAR ENDEDJUNE30, 2006

Policemen’s Firemen’s Employee’s Library j~ihrury

Pension and Pension and Retirement NonexpendableEndowment
Relief Relief Benefit Trust Fund (MemorandumQoly)

Additions
Contributions:

Employer $ 392,053 $ 327,307 $ 665,036 $ -0- $ -0- $ 1,384,396
Employee 172,147 132,306 530,328 -0- -0- 834,781
Insurancepremium tax allocation 458,610 433,238 -0- -0- -0- 891,848
Other 262,900 1,083,022 2.868 -0- 1,353,790
Totalcontributions 1,285.710 1,975,873 1.198,232 -0- 4.464,815

Investment income:
Net appreciationin fair value
of investments 209,289 192,344 501,302 ( 2,114) 30 900,851
Interestand dividends 406,516 255.220 930,732 2.889 101 1,595,458
Total investment income 615.805 447.564 1.432,034 775 131 2.496,309

Totaladditions 1,901,515 2,423.437 2,630,266 775 5j3j 6.961.124

Deductions
Generaland administrative 98,928 68,691 154,562 1,708 94 323,983
Benefitpayments 1,237,479 1~074.1II 1,490,804 -0- 3.802,394

Totaldeductions 1,336.407 1.142.802 1,645,366 1,708 4.126.377

Net increase (decrease) 565,108 1,280,635 984,900 ( 933) 5,037 2,834,747
Netassets—beginningof year 10,627,252 6.773.979 28,082,072 43,650 45.527.464

Net assets— endof year $ ~ $ ~~k4 $ ~ $ ~2~ZLZ $ ~ $ ~

Theaccompanyingnotesarean integral partofthis statement.
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CITY OF MORGANTOWN,WESTVIRGINIA
NOTESTO THE FINANCIAL STATEMENTS

FOR THEYEAR ENDEDJUNE30, 2006

1. Summary of Significant Accounting Policies

The CityofMorgantown, West Virginiacomplieswith accounting principles generally accepted in
the United StatesofAmerica. TheCity’s reportingentity appliesall relevantGovernmental
AccountingStandardsBoard(GASB)pronouncements.Proprietaryfunds apply Financial
AccountingStandardsBoard (FASB) pronouncements and AccountingPrinciplesBoard (APB)
opinions issued onorbefore November30, 1989,unless those pronouncements conflict withor
contradictGASB pronouncements,in whichcase,GASB prevails.

The remainderofthe Notes areorganizedto provide explanations, including required disclosures,
oftheCity’s financialactivities for thefiscal year endedJune30,2006.

The CityofMorgantown, West Virginiais incorporatedunderthe provisionsof the StateofWest
Virginia. TheCity operatesunderaCouncil - Managerform ofgovernmentandprovides the
following servicesasauthorizedby its charter: public safety(police andfire), streets, sanitation,
water,waste,recreation,education,public improvements,planningand zoning,andgeneral
administrativeservices.

Tn June1999,theGovernment AccountingStandardsBoard (GASB)unanimouslyapproved
StatementNo. 34, BasicFinancial Statements— and Management’sDiscussionand Analysis— for

StateandLocal Governments.Certainofthe significantchangesin the Statementinclude the
following:

The financial statementsinclude:

A Management DiscussionandAnalysis (MD&A) sectionproviding an analysisoftheCity’s
overall financialpositionandresultsof operation.

Financialstatements preparedusing the full accountingfor all oftheCity’s activities, including
infrastructure(roads, bridges,etc.).

A change in thefundfinancialstatementsto focus on themajorfunds.

Theseandotherchangesare reflected in the accompanying financialstatements(including notesto
financial statements).The Cityhas electedto implement thegeneralprovisionsofthe Statement
in thefiscal year endedJune30, 2003.
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CITY OF MORGANTOWN,WESTVIRGiNIA
NOTESTO THE FINANCIAL STATEMENTS (CONT’D)

FORTHE YEAR ENDEDJUNE30, 2006

Basic Financial Statements— Government Wide Statements
The City’s basicfinancialstatementsinclude both government-wide(reportingthe City as a whole)
and fund financial statements(reportingtheCity’s majorfunds). Both thegovernment-wideand
fundfinancial statementscategorizeprimaryactivities as either governmentalorbusinesstype.
TheCity’s police andfire protection, parks, publicworks andgeneraladministrativeservicesare
classified as governmentalactivities. TheCity’s airportparkingandbuilding commission are
classified as business-typeactivities.

In thegovernment-wideStatementofNet Assets,both thegovernmentaland business-type
activities columns(a) are presentedon a consolidated basis bycolumn,(b) and arereportedon a
full accrual, economic resourcebasis,which recognizesall long-termassets andreceivablesas
well as long-termdebtand obligations.The City’s net assets are reported inthreeparts— invested
in capital assets, netofrelateddebt; restricted netassets;andunrestricted net assets.TheCity
first utilizes restrictedresourcesto finance qualifyingactivities.

The government-wideStatementofActivities reports both thegrossandnet costofeachofthe
City’s functionsandbusiness-typeactivities (police, fire, public works, etc.). The functions are
alsosupportedby generalgovernmentrevenues(taxes,certain intergovernmental revenues,fines,
permitsandcharges,etc.). TheStatementofActivities reducesgrossexpenses (including
depreciation) by related program revenues, operatingandcapitalgrants. Programrevenuesmust
be directlyassociatedwith the function(police, publicworks, etc.) or a business-typeactivity.
Operatinggrantsinclude operating-specificand discretionary(eitheroperatingorcapital) grants
while the capitalgrants columnreflects capital-specificgrants.

The netcosts(by function or business-type activity) are normally covered bygeneralrevenue
(taxes,intergovernmentalrevenues, interest income, etc.).

The City does notallocateindirectcosts. An administrative service feeis charged by theGeneral
Fund to the otheroperatingfunds thatis eliminatedlike a reimbursement(reducing therevenue
andexpense in theGeneralFund)to recover the directcostsof GeneralFund servicesprovided
(finance, personnel, purchasing,etc.).

This government-widefocusis moreon thesustainabilityofthe City as an entityandthechangein
theCity’s net assets resultingfrom the currentyear’sactivities.
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CITY OFMORGANTOWN,WESTVIRGINIA
NOTESTO ThE FINANCIAL STATEMENTS (CONT’D)

FORTHE YEAR ENDED JUNE30, 2006

A summaryofthesignificantaccounting policiesofthe CityofMorgantown,WestVirginia, is
presentedbelow.

(a) Reporting Entity
TheCity’s financialstatementsinclude the operationsofall organizationsfor which the
City Council exercises oversightresponsibility. Oversightresponsibilityis demonstrated
by financialinterdependency,selectionofgoverningauthority,designationof
management,ability to significantly influence operations,and accountabilityfor fiscal
matters.

(b) Government-Wide Financial Statements
The government-wide financial statements report informationon all thenonfiduciary
activitiesofthegovernment.Forthe most part, theeffect of internal activityhasbeen
removedfrom thesestatements.Governmentactivities,which normally are supported by
taxesandintergovernmentalrevenues, arereportedseparatelyfrom business-type
activities,which relyto significant extenton feesandcharges forsupport.

TheStatementofActivities demonstrates the degreeto which the direct expensesofa
given functionor segment are offset by programrevenues.Direct expenses are those that
areclearly identifiable witha specificfunctionor segment.Program revenues include (1)
chargesto customers or applicants whose purchase, useordirectlybenefitfrom goods,
servicesor privileges provided by a given functionorsegmentand(2) grantsand
contributionsthat are restricted to meeting the operationalorcapitalrequirementsofa
particularfunctionor segment.Taxesand otheritemsnotproperly includedamong
programrevenues are reported instead asgeneralrevenues.

Separatefinancial statements are providedfor governmentalfunds,proprietaryfunds and
fiduciaryfunds, eventhoughthe latter areexcludedfrom thegovenmiental-wide
statements.Major individual funds are reported asseparatecolumns in thefund
statements.

(c) MeasurementFocus and Financial StatementPresentation — Government-Wide
Financial Statements
Fundsareclassifiedinto threecategories:governmental, proprietary andfiduciary. Each
category,in turn, is divided into separate“fund types”. Governmental funds areusedto
accountfor governmental activities, where the focusofattentionis on theprovidingof
servicesto the public as opposedto proprietaryfundswhere thefocus of attention is on

recoveringthe costofprovidingservicesto the public through service chargesoruser
fees. Fiduciaryfundsareusedto accountfor assets held by the City in a trusteeoragency
capacity.The fundtypesusedby the CityofMorgantown are described asfollows:
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NOTESTO THE FINANCIAL STATEMENTS (CONT’D)

FORTHE YEAR ENDEDJUNE30, 2006

GovernmentalFund Types
GeneralFund: TheGeneralFundis thegeneraloperatingfundof the municipality. It
is usedto accountfor all financialresourcesexcept thoserequiredto beaccountedfor

in another fund.

SpecialRevenueFunds: SpecialRevenue Funds are usedto accountfor theproceeds
of specific revenuesources(other thenspecialassessments,expendabletrusts,or
majorcapital projects) that are legally restrictedto expendituresfor capital purposes.

Proprietary Fund Types
EnterpriseFunds: Enterprisefundsare used toaccountfor operations (a) that are

financedandoperatedin amannersimilar to privatebusinessenterprises— where
the intent ofthe governing bodyis that thecosts(expensesincluding depreciation)
of providing goodsand servicesto thegeneral publicon a continuing basis be
financed or recoveredprimarilythroughusercharges;or (b) where thegoverning
body hasdecidedthat periodic determinationofrevenues earned, expenses
incurred, and/or net income isappropriate for capital maintenance,public policy,
management control,accountability,orother purposes.

The CityofMorgantown reports the followingmajorgovernmentalfunds:

TheBoardof ParksandRecreation,Life and Health,CapitalReserve, Economic
DevelopmentGrantandGeneral Fund.

GeneralFund: The General Fundis thegeneraloperatingfundofthe municipality.

The City of Morgantown reports the following major proprietary funds:

The AirportFund, the ParkingAuthority Fundandthe Building Commission Fund.

(d) Funds and Account Groups — Fund Financial Statements

The accountsofthe Cityare organized into funds andaccountgroups, eachofwhich is
considered tobe a separate accountingentity. Themajorfund categories and account
groups for the fund financial statementsare:
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NOTESTO THE FINANCIAL STATEMENTS (CONT’D)

FOR THEYEAR ENDEDJUNE30, 2006

Governmental Fund Types
Governmentalfundsare accounted forusing the current financialresources measurement
focus. Only currentassetsand current liabilities are generally includedon theirbalance
sheets.Theiroperating statementspresent sourcesandusesof availableresources
during a given period.

GeneralFund~TheGeneralFundis thegeneraloperatingfundofthe
municipality. It is usedto account forall financial resourcesexcept
those requiredto beaccounted forin anotherfund.

SpecialRevenueFunds: Special RevenueFunds areusedto account
for the proceedsofspecificrevenuesources (other thanspecial
assessments,expendabletrusts,ormajorcapitalprojects)that are
legally restrictedto expendituresfor specifiedpurposes.

CapitalProjectFunds: Capital Project Funds areusedto accountfor
financial resourcesto be usedfor the acquisitionorconstructionof
majorcapital facilities which arenot financedby ProprietaryFunds.

Proprietary Fund Types
Proprietary fundsareaccountedforusingthe economicresourcesmeasurementfocus;
the accountingobjectivesare determinationofnet income,financial position, and cash
flows. All assetsandliabilities associatedwith a proprietaryfund’s activities are
includedon its balancesheet.

EnterpriseFunds: EnterpriseFundsareusedto account foroperations
(a) that arefinancedandoperatedin amannersimilar to private
businessenterprises- where theintent ofthegoverningbodyis that
the costs(expenses,includingdepreciation)of providinggoodsand
servicesto thegeneralpublic on a continuing basisbe financedor
recoveredprimarily throughusercharges;or (b) where thegoverning
bodyhasdecidedthat periodic determinationofrevenues earned,
expensesincurred, and/or net incomeis appropriatefor capital
maintenance,public policy, management control, accountability,or
otherpurposes.

Fiduciary Funds
Fiduciary fundsaccountfor assetsheld by the City in atrusteeoragencycapacity.
Fiduciaryfundsareaccountedfor in essentiallythe samemannerasproprietaryfunds.

(e) Cash
For purposesofthestatementofcashflows, the City considerscashto becashandcash
equivalents.
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CITY OF MORGANTOWN,WESTVIRGINIA
NOTESTOTHE FiNANCIAL STATEMENTS (CONT’D)

FOR THE YEAR ENDEDJUNE30, 2006

(f) Receivables

All receivables areshownnetofallowance for uncollectibles.

(g) Property,Plant andEquipment

Fund Financial Statements
Theaccountingandreportingtreatmentappliedto theproperty,plant andequipmentand

long-termliabilities associatedwith afund are determined by itsmeasurementfocus.
The City ofMorgantownrecordsthe purchaseofproperty,plant andequipmentusedin
governmentalfundtype operationsasexpendituresin thegovernmentalfunds.
Depreciationhasbeen provided over the estimatedusefullives usingthe straight-line
method. The estimatedusefullives are asfollows:

Buildingsandimprovements 20- 50 years
Infrastructure 20 - 65 years
Machineryandequipment 5 - 20 years
Vehicles 8 - 10 years

All proprietaryfundsandtrust funds are accounted foron acost ofservicesor“capital
maintenance” measurement focus. Thismeansthatall assets andall liabilities (whether
currentor noncurrent)associatedwith their activity are includedon thebalancesheets.
The reported fundequity (net totalassets)is segregated intocontributedcapitaland
retainedearnings components.Proprietaryfund type operating statementspresent
increase(revenues) anddecreases(expenses)in net total assets.

Depreciationof all exhaustible property, plantandequipmentusedby theproprietary
fundsis charged asan expense against their operations.Accumulateddepreciationis
reportedon proprietary fund balancesheets.Depreciationhasbeenprovided overthe
estimated useful livesusingthe straightline method. Theestimateduseful livesare as
follows:

Buildings 25 - 50 years
Improvements 10 - 20 years
Utility plant 10 - 20 years
Equipment 5 - 25 years

Government-Wide Financial Statements
The government-wide financial statementsof the CityofMorgantownareaccountedfor
on acostof serviceor “capital maintenance”measurementfocus. This meansthat all
assetsand all liabilities (whether current ornoncurrent)associated withtheiractivity are
includedon the statementofnet assets.
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Depreciationofall exhaustibleproperty,plantandequipmentis charged asan expense
against operations. Accumulated depreciationis reportedon the statementsofnetassets.
Depreciation has been provided over the estimated useful livesusing thestraightline
method. The estimated useful lives are asfollows:

Governmental Funds

Buildingsandimprovements 20- 50 years
Infrastructure 20 - 65 years
Machineryandequipment 5 - 25 years
Vehicles 5 years

Proprietary Funds

Buildings 25 - 50 years
Improvements 10 - 20 years
Utilityplant 10 - 20 years
Equipment 5 - 25 years

(h) Basis of Accounting

Fund Financial Statements

ModifiedAccrualBasisofAccounting
The City used themodifiedaccrualbasisofaccounting for governmental fundtypes.

The modifiedaccrualbasisof accounting recognizes revenueswhenboth“measurable
andavailable.” Measurable meansthat amountcan be determined. Availablemeans
collectible within the current periodorsoonenoughthereafterto pay current liabilities.
Also, under the modifiedaccrualbasisofaccounting,expenditures are recordedwhen
the related fund liabilityis incurred.

Major revenuesourcessusceptibleto accrualinclude: business& occupation tax,
hotel/motel tax, wine tax, liquor tax,propertytaxes, fire servicefees,intergovernmental
revenues,andinvestmentincome.

AccrualBasisofAccounting

Theaccrualbasisofaccountingis usedin proprietary fundtypesandthe pensiontrust
funds. Theaccrualbasisofaccounting recognized revenues whenearned.Expenses
are recorded when incurred.Planmembercontributionsto the pension trust funds are
recognized in the period in which the contributions aredue. Employer contributionsto
theplan are recognized whendue andthe Cityhasmadea formal commitment to
providethecontributions. Benefits and refunds are recognizedwhendueandpayable
in accordance with the termsof the plan.
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Government-WideFinancial Statements
The government-wide financial statements are reported using the economicresources

measurement focusand theaccrualbasisofaccounting,as are theproprietaryfunds
(whenappropriate)andfiduciary fund financialstatements.Revenues arerecorded
whenearnedandexpensesare recorded when a liabilityis incurred, regardlessofthe
timing ofrelatedcashflows. Propertytaxes arerecognizedas revenues intheyearin
which they arelevied. Grants and similaritemsarerecognized as revenuesassoon as
all eligibility requirements imposed by theproviderhavebeenmet.

Governmentalfund financial statementsarereportedusingthe currentfinancial resources
measurementfocusand the modifiedaccrualbasisofaccounting. Revenues are
recognized as soon as they are both measurableandavailable. Revenues areconsidered
to be availablewhen they arecollectiblewithin the current periodor soon enough
thereafterto pay liabilitiesofthe current period. For thispurpose,thegovernment
considersrevenuesto be availableif they arecollectedwithin 60 daysaftertheendof
the currentfiscal year. Expenditures generally are recordedwhena liability is incurred,
as underaccrualaccounting.However, debt serviceexpenditures,as well as
expendituresrelatedto compensated absences are recorded only whenpaymentis due.

Taxes,grantsandinterestassociatedwith the current fiscalperiodareall consideredto
be susceptibleto accrualandsohavebeen recognized as revenuesof thecurrentfiscal
period. All otherrevenueitemsare consideredto bemeasurableandavailable only
whencashis received by thegovernment.

(i) FundEquity
In the fundfinancial statements,governmental funds reportreservationsoffundbalancefor
amountsthat are notavailablefor appropriation or are legally restricted byoutside parties
for usefor specificpurpose. Designationsoffund balance represents tentative
managementplansthat are subject tochange.

(j) Budgets and Budgetary Accounting
All municipalitieswithin WestVirginia, arerequiredby statuteto prepare annual budgets
(levy estimates)on prescribed formsforthe GeneralandCoalSeveranceFundsand
submit these for approvalto the StateAuditor. Thesebudgetsare prepared inaccordance
with the following procedures:

1. The governing bodyofthemunicipalityis requiredto hold a meeting
ormeetingsbetween theseventhandtwenty-eighthdaysofMarchto
ascertainthe financial conditionofthe municipalityandto prepare
the levy estimate(budget)for the fiscal year commencing July1.
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2. The budgetis then forthwithsubmittedto theStateAuditor for
approval.

3. Thegoverningbodythenreconveneson the thirdTuesdayin April to
hearobjectionsfrom thepublic and to formally lay thelevy.

Revisions are authorized only with the priorwrittenapprovalofthe State Auditors office.
The budgetedamountsreflected in the accompanying financial statements are such
approvedamounts.

A) Unusedappropriationsfor all ofthe above annually budgeted funds lapse at
the yearend.

B) Thebudgetamountsshownin the financial statements are the final authorized
amounts as revised during theyear.

(k) Encumbrances— Fund Financial Statements
Encumbrance accountingis usedfor the General Fund andspecialrevenuefunds.
Encumbrancesare recorded when purchase orders areissuedbut are not considered
expendituresuntil liabilities for payments are incurred. Encumbrances are reportedasa
reservationoffund balanceon the balancesheet. Encumbrancesdo not lapse attheclose
of the fiscal year but arecarriedforward as reserved fund balance untilliquidated.

(1) Cash, CashEquivalents andInvestments
Cashon handanddepositswith bankinginstitutions either incheckingor savingsaccounts
are presented ascashandcash equivalentin the accompanying financial statements.

Statestatutesauthorize thegovernmentto invest in theStateInvestment Poolorthe
Municipal Bond Commissionorto investsuchfundsin the followingclassesofsecurities:
Obligationsofthe United States orany agency thereof, certificatesofdeposit(which
mature inlessthan oneyear), generalanddirectobligationsofthestateofWestVirginia;
obligationsofthefederalnational mortgageassociation;indebtedness secured by firstlien
deedoftrustsfor propertysituatedwithin this stateif the payment is substantially insured
orguaranteed by thefederalgovernment; pooledmortgagetrusts(subjectto limitations);
indebtednessofanyprivate corporationthatis properlygraded as in the top twoor three
highestratinggrades;interest earning deposits which arefully insured or collateralized;
andmutual fundsregisteredwith theS.E.C.whichhavefund assets overthreehundred
million dollars.
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Statestatutelimitationsconcerningtheaforementionedinvestments includethefollowing:
atno time caninvestment portfolios consistofmorethanseventy-five percentofthe
indebtednessofany private corporationnorcan theportfolio haveovertwenty-five
percentof its portfolio consistingofthe indebtednessofa privatecorporation’sdebt which
maturesin lessthan one year; atno time may more than ninepercentofthe portfolio be
investedin securitiesissuedby a single private corporationorassociation; and at no time
can more than sixtypercentoftheportfolio be investedin equitymutual funds.

Municipal PensionFunds are governed asto typeofinvestments by WestVirginia Code
§ 8-22-22. Pensionfunds arepermittedto invest inall ofthe abovementionedtypesof
investmentswith theexceptionsof(1) Directandgeneralobligationsofthe stateand (2)
Pooledmortgagetrusts. Additionally, pension funds arepermittedto invest funds in the
following categoriesof investments:(1) Repurchase agreementsand(2) Commonstock,
securitiesconvertible intocommonstocks,orwarrantsandrights to purchasessuch
securities. Pension funds havedifferentrulesconcerning thepurchaseofmarketabledebt
securities.

The following restrictions apply only to pensionportfolio’s and areseparateand distinct
from thelimitations mentioned above: (1) fixed incomesecuritieswhich are issued by one
issuer (with the exceptionofthe UnitedStatesgovernment)are not to exceed tenpercent
ofthetotal assetsof thetotal pension fundassets;and(2) atno time can the equityportion
of theportfolio exceedfifty percentofthetotal portfolio.

(m) Inventories
The municipalityconsidersinventoriesofmaterialsandsupplies utilized in governmental
fund typesoperations as expended at the timeofpurchasetherefore,theydo not appear in
themunicipality’s financialstatements.Inventoriesof materialsand supplies utilized in
the proprietary fund typeoperation,are considered expended at the timeof consumption;
therefore,balanceson handat yearend,valued at cost (first-in, first-out)arepresentedin
themunicipality’s financialstatements.

(n) Amortization
Debt discountandexpenseon bondsis amortizedon the straight-line methodfrom thedate
ofissuance to the dateofmaturity. Amortizationofdebtdiscountandissuecostsfor
fiscal year endedJune30, 2006was$62,908.
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(o) CompensatedAbsences
The liability for compensatedabsencesreportedin the government-wide financial
statementsconsistsofunpaid, accumulated annual sickandaccruedvacations.The
liability has beencalculatedusing thevestingmethod,in which leaveamountsfor both
employeeswhocurrentlyareeligible to receive terminationpaymentsand other employees
who are expectedto becomeeligible in the future to receive such payment upon
termination areincluded.

Accumulated Sick Leave
Municipal employeesreceive paymentof 1/3 ofthe accumulated sick leavein excessof
720 hours. The paymentfor sick leaveis calculated at current hourly ratesandis paidin
Juneofeach fiscalyear. Terminatedand retiringemployeeshired beforeJune15, 1993
areentitled to receive paymentfor 2 oftheiraccumulated sickleave,up to the amount
accruedasofJune15, 1993,upon cessationofemployment.Employees hiredafterthat
datedo not receive payment for accumulated sick leave atcessationofemployment.
This portionofthesick leave attributableto governmental fundsis recognized in the
generallong-termdebtaccountgroup.

(p) Self Insurance
The Cityis self-insured foremployeeslife andhealth benefits. Theoperatingfunds are
charged premiumsby the City insurance fund, whichis accountedfor asa specialrevenue
fund fund. Thefund balancehasbeen reserved for paymentof futureclaimsincluding any
claimsincurredandnot yet reported atJune30,2006.

(q) Pension Plans
The City providesseparatedefined benefit pension plans foruniformedpoliceand fire
departmentpersonnel. It is theCity’s policy to fund the normal costand amortizationof
the unfunded prior servicecost.

All eligible employeesof BOPARCandthe library are covered under the WestVirginia
Public EmployeeRetirementSystemdueto theCity’s electing to be a participating public
employer.All othereligible employeesare covered under the CityofMorgantown
RetirementandBenefit Fund.

(r) UseofEstimates
Thepreparationof financial statementsin conformitywith accountingprinciplesgenerally

acceptedin the United Statesof Americarequiresmanagementtomakeestimates and
assumptionsthat affect thereported amountsof assetsandliabilities anddisclosureof
contingentassetsand liabilities at the dateof thefinancial statementsandthereported
amountsof revenuesand expensesduringthereportingperiod. Actual resultscould differ
from thoseestimates.
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(s) InterfundActivity
Interfundactivity is reported as eitherloans,services provided,reimbursementsor
transfers.Loansare reported as interfundreceivablesandpayables as appropriateandare
subjectto eliminationuponconsolidation.Servicesprovided, deemedto be at marketor
near market rates, are treated as revenuesandexpenditures/expenses.Reimbursements
are whenonefund incursacost, chargesthe appropriate benefiting fundand reduces its
relatedcostas a reimbursement. All otherinterfundtransactionsaretreatedas transfers.
Transfers between governmentalorproprietary funds arenettedaspartOf the
reconciliation to the government-wide financialstatements.

2. Reconciliationof Government-Wideand FundFinancialStatements

The governmental fundbalancesheetincludes areconciliationbetweenfundbalance— total
governmentalfunds andnet assets— governmental activities as reportedon thegovernment-wide
statementofnetassets.Thegovernmentalfundstatementofrevenues,expenditures, and changes
in fundbalanceincludesa reconciliationbetweennet changes in fund balances— total
governmental fundandchangesin net assetsofgovernmentalactivities as reported in the
government— wide statementofactivities. The individual elementsofthosereconciliationsare
included with thestatements.

3. DepositsandInvestments

The Cityreportingentity considershighly liquid investments withan original maturityofthree
monthsor less when purchased to becashequivalents. Exceptionsinclude the Cityof
Morgantown, WestVirginia’s Policemen’sPension andReliefFund and theFiremen’sPension and
ReliefFund which classify onlycashas cash equivalents in orderto appropriatelyreportinvestment
activity.

Deposits
It is theCity’s policy for depositsto be 100%securedby collateralvalued at marketorpar,
whicheveris lower, lesstheamountoftheFederal Deposit InsuranceCorporationinsurance.
TheCity’s depositsarecategorizedto givean indicationof the level ofrisk assumed by the City
at June30, 2006. Thecategoriesare described as follows:

Category1 - Insuredorcollateralizedwith securitiesheld by the entityorby its agentin theentity’s
name.

Category 2 - Collateralizedwith securitiesheld by the pledging financialinstitution’s trust
departmentoragentin theentity’s name.

Category3 - Uncollateralized.
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Bank Category Can~ng
Non-PooledDeposits Balance .i Amount

General Fund $ 2,433,490 $ 2,433,490 $ -0- $ -0- $ 916,708
SpecialRevenue Funds 1,512,638 l,512,638 -0- -0- 1,341,386
Capital Project Funds 2,147,912 2,147,912 -0- -0- 1,913,931
EnterpriseFunds 337,920 337,920 311,326

Total depOsits $ 6.431,960 $ 6,431,960 $ ~ $ Q $ 4,483,351

Bank Category Carrying

Balance 1 2 3 Amount

FiduciaryFunds $ 120,395 $ 120,395 $ ~ $ ~j $ 8,049

Investments
Investmentpoois are under thecustodyoftheCity. Investingis performedin accordance with

investment policiescomplyingwith StateStatutesandthe CityCharter. Pooled fundsmaybe
investedin the StateInvestmentPool ortheMunicipal Bond Commissionfor investment
purposes,orinvestedin the following classesofsecurities:Commercialpaper ratedA-i by
Standard& Poor’sCorporationorP-i by Moody’s CommercialPaper Record,bankers’
acceptances,repurchaseagreementsandreverserepurchaseagreements.The pensiontrustfund
is alsoauthorizedto investin corporatebonds rated AAorbetter by Standard& Poor’s
Corporationor AA orbetter byMoody’s Bond Rating.

Statestatutesauthorize the government to invest in the StateInvestmentPool or theMunicipal
Bond Commissionorto invest suchfunds in the followingclassesofsecurities: Obligationsof
theUnited Statesoranyagency thereof, certificatesof deposit(whichmature inlessthanone
year),generalanddirect obligationsof thestateofWestVirginia; obligationsofthe federal
national mortgageassociation;indebtedness secured by firstlien deedoftrusts for property
situated withinthis stateif the paymentis substantially insured or guaranteed by the federal
government;pooledmortgagetrusts(subjectto limitations); indebtednessofanyprivate
corporation thatis properly graded asin the toptwo or threehighestratinggrades;interest
earningdepositswhich arefully insuredorcollateralized;andmutualfunds registeredwith the
S.E.C.which havefund assets overthreehundred milliondollars.
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Statestatutelimitations concerning the aforementioned investments includethefollowing: at no
time can investment portfolios consistofmore thanseventy-fivepercentofthe indebtednessof
any privatecorporationnorcan the portfolio have overtwenty-five percentof its portfolio
consistingofthe indebtednessof a privatecorporation’sdebt whichmaturesin less than one
year; atno time may more than nine percentofthe portfolio be invested in securities issued by a
single privatecorporationorassociation;andat no time canmorethan sixty percentofthe
portfolio be invested inequitymutual funds.

Municipal PensionFunds are governed asto typeof investments by WestVirginia Code
§8-22-22. Pensionfunds arepermittedto invest inall ofthe above mentionedtypesof
investmentswith theexceptionsof(1) Directandgeneralobligationsofthe stateand (2) Pooled
mortgagetrusts. Additionally, pension fundsarepermittedto invest funds in the following
categoriesof investments:(1) Repurchaseagreementsand(2) Common stock, securities
convertible intocommonstocks,orwarrantsandrights to purchases suchsecurities. Pension
fundshavedifferentrules concerning the purchaseofmarketable debtsecurities.

The following restrictions apply only to pensionportfolio’s andare separateanddistinct fromthe
limitations mentionedabove: (1) fixed incomesecuritieswhich areissuedby one issuer (with
the exceptionofthe UnitedStatesgovernment) are notto exceedten percentof thetotal assets
ofthetotalpension fundassets;and (2) atno time can theequityportionof the portfolio exceed
fifty percentofthetotal portfolio.

TheCity’s investments arecategorizedto give an indicationof the level ofrisk assumed bythe
City at June30, 2006. The categories are described asfollows:

Category 1 - Insuredorregistered,or securitiesheld by the Cityor its agent in theCity’s name.

Category 2 - Uninsuredandunregistered,with securities held bythecounterparty’strust
departmentor agent in theCity’s name.

Category3 - Uninsuredandunregistered,with securitiesheld by thecounterparty,orby its trust
departmentoragent but notin theCity’s name.
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Category Market
TypeofInvestments 1 2 3 Value Cost

Money Market $ 1,452,283 $ -0- $ -0- $ 1,452,283 $ 1,452,283
Mutual Funds 645,056 -0- -0- 645,056 599,189
U.S. GovernmentObligations 633,206 -0- -0- 633,206 623,854
CorporateStocksand Bonds 628,211 -0- -0- 628,211 529,937

CertificatesofDeposit 1.694.871 ~94~$~21 1,697,755

Total investments $ 5,053,627 $ S~$ fE 5,053,627 4,903,018

Investmentsin municipal
bondcommission 803,556 803,556

Total investments $ 5,857,183 $ 5,706~5i4

Investments reportedon financial statementas follows:

Investments $ 4,225,807
Restricted assets 1,631,376

$ 5,857.183

Fiduciary Funds
Category Market

TypeofInvestments Value Cost

MoneyMarket $ 1,558,438 $ -0- $ -0- $ 1,558,438 $ 1,558,438
Mutual Funds 430,962 -0- -0- 430,962 348,508
CertificatesofDeposit 118,992 -0- -0- 118,992 120,170
CorporateStocksandBonds 26,770,106 -0- ~0- 26,770,106 23,713,864
U.S. GovernmentObligations 19,266,251 19.266,251 19.579,688

Total investments $ 48.144,749 $ 0 $ Q $ 48,144.749 $ 45.320.668

Credit Risk: Statelaw limits investmentsin corporatedebt to commercial paperratedAA orbetter
by Standard& Poor’sCorporationorAA orbetterby Moody’s Bond Rating.
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InterestRisk: Theinvestmentsare at riskofdeclinesin market value dueto interestraterisk.

CustodialCredit Risk: TheCity’s investmentswere 100%insuredby brokerage insuranceandwere
not subject tocustodialcreditrisk.

Investmentsarepresentedin the financial statements attheirquoted market values atJune30, 2006.
The following is a summaryofinvestmentsheld atcostoramortizedcost,and market fortheyear
endedJune30, 2006.

Sharesor
_________ ParValue _______

Investments — CashEquivalent
Huntington Money Market FundIV
Citizens Money Market
EvergreenMoney Market FundClassSi
HuntingtonMoneyMarket Fund IV
Centra Bank
United BankInc Liquid Asset Fund
Wesbanco PrimeObligationsFund396

68,689.160
39,444.580
37,177.340
79,764.780

244,473.970
154,914.000
827,817.960

$ 68,689
39,445
37,178
79,765

244,474

154,914

827,818

$ 68,689
39,445
37,178
79,765

244,474
154,914
827,818

$ 1,452,283 $ 1,452,283

Mutual Funds
HuntingtonMid Corp America FundIII
HuntingtonInternationalEquity FundIII
HuntingtonSitusSmallCapFundIII
HuntingtonShortandIntermediateFixed
Income Fund III

Huntington MortgageSecuritiesFundIII
Huntington Fixed IncomeSecuritiesFundIll
HuntingtonIntermediateGovernment Income
FundIII

GMCTPooledAsset Fund

3,961.165
4,278.392
1,257.972

953.796
1,119.821
5,225.409

1,945.525

34,829.805

$ 42,925
36,550
12,132

18,952
10,000

109,000

20,000
349,630

$ 61,517
55,876
25,008

18,132
9,821

105,240

19,494
349,968

$ ~J~2 $ 645,056

CITY OF MORGANTOWN,WESTVIRGINIA
NOTESTO THE FINANCIAL STATEMENTS (CONT’D)
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Securities Cost Market
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Shares or
Securities ParValue Cost Market

Certificates of Deposit
Treasury BankNA 3.00%matures11/15/2006 50,000.000 $ 50,000 $ 49,539
Volkswagen Bank3.40%matures 8/17/2007 80,000.000 80,000 77,990
Farmers& Merchants5.20%matures12/19/2007 65,000.000 65,000 64,587
Centra Bank 4.23% 221,967.000 221,967 221,967
CitizensBank 4.23% matures 9/17/06 223,639.000 223,639 223,639
Bank Banking& Trust 2.75%matures 6/3/2007 538,934.000 538,934 538,934
CentraBank5.103% 518,215.000 518,215 518,215

$ 1,697,755 $ 1,694.871

CorporateStocksandBonds
AmericanIntl Group 100.000 $ 8,585 $ 5,905
Bank America Corp 200.000 7,277 9,620
Citigroup Inc 260.000 10,710 12,545
Goldman Sachs GroupInc 100.000 11,093 15,043
HartfordFinancial SvcsGrp Inc 150.000 9,488 12,690
J P Morgan Chase& Co 300.000 11,604 12,600
PrudentialFinancialInc 150.000 9,849 11,655
St PaulTravelers Companies 3 00.000 11,277 13,374
Wells Fargo& Co 200.000 8,702 13,416
SprintNextel Corp 300.000 6,263 5,997
VerizonCommunications. 183.000 9,540 6,129
Abbott Laboratories 300.000 5,747 13,083
MedtronicInc 200.000 9,919 9,384
PfizerInc. 500.000 1,382 11,735
UnitedHealthGroupInc 200.000 10,405 8,956
PepsicoInc 200.000 9,388 12,008
Procter& GambleCo 200.000 9,258 11,120
SyscoCorp 200.000 7,590 6,112
WalgreenCo 200.000 8,828 8,968
Fortune Brandsinc 120.000 8,788 8,521
McGraw-Hill Companies 150.000 1,666 7,535

StaplesInc 450.000 9,438 10,957
AdvancedMicro Devices 200.000 7,234 4,884
DieboldInc 200.000 7,812 8,124
EMC Corporation 500.000 6,884 5,485
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Shares or
Securities ParValue Cost Market

First DateCorp 200.000 $ 8,634 $ 9,008
Intel Corp 600.000 16,733 11,400
IBM Corp 150.000 12,921 11,523
Microsoft Corp 500.000 12,346 11,650
MotorolaInc 300.000 7,164 6,045
Nokia Corp 300.000 4,831 6,078
Emerson ElectricCo 150.000 7,262 12,571
FedexCorp 100.000 7,005 11,686
General DynamicsCorp 200.000 7,913 13,092
General ElectricCo 400.000 12,985 13,184
MascoCorp 250.000 8,037 7,410
Conocophillips 300.000 11,808 19,659
ExxonMobil Corp 200.000 10,038 12,270
MarathonOil Corp 150.000 5,655 12,495
Occidental PetroleumCorp 150.000 11,081 15,383
Alcan Inc 300.000 10,257 14,082
FPL GroupInc 300.000 9,409 12,414
TevaPharmaceutical Inds 400.000 10,992 12,636
Welipoint Inc 100.000 6,318 7,277
Acco BrandsCorp 11.000 200 241

Alitel Corp 100.000 5,208 6,383
AmgenInc 100.000 3,966 6,523
Apache Corporation 100.000 3,919 6,825
AppliedMatls Inc 500.000 7,999 8,140
Automatic DateProcessingInc 100.000 4,375 4,535
BP Amoco 100,000 5,336 6,961
Bank America 470.000 17,169 22,607
Dow ChemicalCompany 200.000 6,637 7,806
ExxonMobil Corp 150.000 6,600 9,203
Fortune BrandsInc 50,000 3,327 3,551
GeneralElectric Co 150.000 634 4,944
Kohls Corp 100.000 7,171 5,912
Linear TechnologyCorp 252.000 7,764 8,439
MedtronicInc 200.000 7,469 9,384
Merrill Lynch & Co 75.000 4,683 5,217
MicrosoftCorp 200.000 8,421 4,660
OracleCorp 400.000 3,649 5,796
PepsicoInc 100.000 5,198 6,004
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Shares or
Securities ParValue Market

PfizerInc 200.000 $ 7,172 $ 4,694
Procter& GambleCo 100.000 5,181 5,560
Simon Ppty GroupInc 22.000 1,244 1,825
SimonPpty 6.00%SeriesConvertible 22.000 1,182 1,507
SyscoCorp 100.000 3,890 3,056
Wal Mart Storesinc 75.000 4,407 3,613
WashingtonMutual Inc 200.000 7,020 9,116

$ ~7 $ ~

U.S.TreasuryObligations
FHLMC 5.6%matures4/4/2011 50,000.000 $ 49,953 $ 49,655
FHLMC 6.625% matures 9/15/2009 50,000.000 49,091 51,703

U.S. TreasuryN/B 6.125% matures8/15/2007 50,000.000 49,711 50,451
FICO Strip SR 18 10/5/06 48,000.000 45,990 47,313

US TreasuryStripsmatures 2/15/2007 188,000.000 178,397 182,023
US TreasuryStripsmatures5/15/2007 100,000.000 94.157 95,684
FICO Strip 15 9/07/2007 48,000.000 44.855 44,989
FICO Strip SR111/11/2007 40,000.000 36,700 37,134
FederatedGov’t Ultrashort Duration 5,025.125 50,000 49,598
Federated UltrashortBond CI IS #108 2,645.502 25.000 24,656

$ 623~4 $ 633,206

FiduciaryFunds

Investments — CashEquivalent
SB MoneyFundsCashPort CiA 1,274,541.010 $ 1,274,541 $ 1,274,541
BB&T Prime Money Market Fund #30 281,836.000 281,836 281,836
HuntingtonMoneyMarketFund IV 2,061.030 2,061 2,061

$ 1,558,43~$ 1,558438
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Mutual Funds
John Hancock Bank& Thrift OpportunityFund 26,000.000 $ 224,893 $ 245,349
Salomon Brothers FundInc 9,000.000 76,073 l39,410
GMCT Pooled Asset Fund 550.210 5,542 5,548
Huntington Dividend CaptureFundIII 798.580 9,000 8,840
Huntington IncomeEquity FundIII 367.872 12,000 11,632
Huntington Fixed IncomeSecuritiesFundIII 762.268 16,000 15,352
Huntington Intermediate Government
IncomeFundIII 482.160 5,000 4,831

$ 348,508 $ ~

Certificates of Deposit
Mellon Bank NA5.50%matures10/5/2015 122,000.000 $ j~Q,j~0$ ~

CorporateStocksandBonds
Ace Ltd OrdShs 782.000 $ 40,733 $ 39,561
GlobalsantafeCorp 1,002.000 50,299 57,866
TransoceanInc 686.000 49,456 55,100
Air ProductsandChemicalsInc 425.000 26,854 27,166
Altria Group Inc 732.000 51,718 53,751
American ExpressCo 779.000 40,641 41,458
AmericanIntl GroupInc 389.000 26,152 22,970
American TownCorp ClassA 1,310.000 39,562 40,767
Apple ComputerInc 745,000 52,422 42,666
BiogenIdec Inc 595.000 28,121 27,560
BoeingCo 906.000 68,541 74,210
CaremarkRx Inc 1,505.000 75,920 75,054
CelgeneCorp 1,928.000 75,376 91,445
CiscoSysInc 3,005.000 56,507 58,688
ComcastCorp CiA 1,518.000 47,21! 49,699
Corning Inc 2,337.000 46,648 56,532
EndoPharmaceuticalsHldgs Inc 898.000 27,868 29,616
FranklinResourcesInc 301.000 27,431 26,130
General ElectricCo 1,540.000 53,319 50,758
Gilead SciencesInc 589.000 31,656 34,845
Goldman SachsGroupInc 590.000 80,352 88,754
GoodrichCorp 1,869.000 76,569 75,302

48



CITY OF MORGANTOWN, WESTVIRGINIA
NOTESTOTHE FINANCIAL STATEMENTS (CONT’D)

FOR THE YEAR ENDEDJUNE30, 2006

Sharesor
Securities ParValue Cost Market

GoogleInc ClassA 177.000 $ 71,777 $ 74,221
Hewlett PackardCo 1,574.000 46,167 49,864
Hilton HotelsCorp 1,979.000 52,810 55,966
Host HotelsandResortsInc 302.000 6,169 6,605
Intl Business MachinesCorp 339.000 27,744 26,042
LehmanBrothers HoldingsInc 1,168.000 75,049 76,095
LowesCompaniesInc 788.000 51,267 47,808
Merrill Lynch & Co Inc 979.000 69,849 68,099
MicrosoftCorp 1,002.000 26,612 23,347
NYSE GroupInc 422.000 26,465 28,899
Peabody EnergyCorp 766.000 39,066 42,705
PepsicoInc 471.000 28,065 28,279
PhelpsDodgeCorp 330.000 28,015 27,113
PraxairInc 495.000 26,220 26,730
Rio Tinto PLC-GBP 134.000 29,265 28,101
SchlumbergerLtd 1,097.000 58,891 71,426
Starwood Hotels& ResortsWorldwide,Inc. 869.000 48,589 52,435
United TechnologiesCorp 1,360.000 78,770 86,251
Unitedhealth GroupInc 1,737.000 91,236 77,783
Vornado Realty TrSB 815.000 73,723 79,503
Weilpoint Inc 1,073.000 82,565 78,082
YahooInc 1,318.000 47,060 43,494
SeagateTechnology 875.000 14,726 19,810
AT&TInc 886.000 21,057 24,711
AllstateCorp 425.000 23,l29 23,260
Alltel Corp Delaware 330.000 19,375 21,064
Altria GroupInc 285.000 16,538 20,928
Anadarko PetroleumCorp 450.000 21,801 21,461
Anheuser-BuschCompaniesInc 500.000 22,522 22,795
BankofAmericaCorp 478.000 22,232 22,992
CBS CorpNew ClassB 825.000 21,854 22,316
ChevronCorp 380.000 19,256 23,583
Coca-ColaCo 550.000 23,446 23,661
ConagraFoodsInc 1,065.000 28,145 23,547
Conocophillips 3 75.000 23,011 24,574
DTE Energy Company 495.000 21,781 20,166
R R Donnelly& SonsCo 705.000 23,023 22,525

49



CITY OFMORGANTOWN, WESTVIRGINIA
NOTESTO THE FiNANCIAL STATEMENTS (CONT’D)

FOR THEYEAR ENDEDJUNE30, 2006

Sharesor
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Dow ChemicalCo 490.000 $ 22,730 $ 19,125
DukeRealtyCorp 635.000 21,205 22,320
Federal HomeLn Mtg Corp 325.000 21,860 18,528
Freeport McMoran Copper& Gold Cl B 55.000 2,582 3,048
GlaxosmithklinePLC 420.000 18,667 23,436
J P Morgan Chase& Co 540.000 20,250 22,680
KeycorpNew 1,305.000 43,102 46,562
KeyspanCorp 405.000 15,639 16,362
KimberlyClarkCorp 350.000 21,713 21,595
Lincoln NationalCorp 405.000 18,555 22,858
Lyondell Chemical Company 900.000 22,180 20,394
MarathonOil Corp 600.000 28,142 49,980
MascoCorpDE 700.000 21,310 20,748
Mattel Inc DE 1,350.000 22,251 22,289
Merck&Co Inc 1,350.000 38,961 49,181
MorganStanley 370.000 19,818 23,388
Occidental PetroleumCorp 265.000 15,017 27,176
PetroehinaCo LTD Adr 225.000 14,626 24,293
PfizerInc 1,840.000 48,182 43,185
Progress EnergyInc 475.000 20,935 20,363
Regions FinancialCorp 1,265.000 43,330 41,987
ReynoldsAmericanInc 225.000 16,878 25,943
St. PaulTravelersCosInc 485.000 17,908 21,621
Sempra Energy 480.000 17,387 21,830
StanleyWorks 445.000 20,806 21,013
SupervaluInc 750.000 22,142 23,025
V F Corp 375.000 20,507 25,470
VerizonCommunications 710.000 27,405 23,778
WashingtonMutual Inc 975.000 39,857 44,441
Whirlpool Corp 265.000 17,487 21,902
TranoceanInc 115.000 9,127 9,237
Altria GroupInc 635.000 38,730 46,628
American ExpressCo 9 15.000 43,741 48,696
American Intl GroupInc 730.000 41,800 43,107
AmeripriseFinancialInc 249.000 8,858 11,123
Aon Corp 210.000 4,618 7,312
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Shares or
Securities ParValue Cost Market

Berkshire HathawayInc ClassB 12.000 $ 33,558 $ 36,516
H & R Block Inc 540.000 13,507 12,884
CardinalHealth Inc 150.000 8,219 9,650
CaremarkRxInc 255.000 13,048 12,717
Citigroup Inc 480.000 22,130 23,160
ComcastCorp Cl A 935.000 29,696 30,649
Conocophillips 570.000 26,778 37,352
CostcoWholesaleCorp 830.000 38,888 47,418
Dell Inc 300.000 9,501 7,338
DevonEnergyCorp 375.000 15,561 22,654
DiageoPLC Spon 190.000 10,870 12,835
Dun & BradstreetCorp 130.000 5,694 9,058
EogResourcesInc 320.000 12,152 22,189
GoldenWestFini Corp 495.000 30,243 36,729
HCA Inc 380.000 16,616 16,397
HSBC Hldg Plc Sp 347.000 29,069 30,657
Harley-DavidsonInc 340.000 16,860 18,663
Hershey Company 135.000 7,488 7,434
IronMtn Inc 370.000 10,869 13,831
J P Morgan Chase& Co 1,014.000 37,167 42,588
Lloyds Tsb Grp Plc 180.000 6,057 7,105
LoewsCorp 600.000 13,802 21,270
Microsoft Corp 805.000 21,828 18,757
Moody’s Corporation 210.000 8,731 11,437
NewsCorp ClassA New 730.000 12,786 14,001
OccidentalPetroleumCorp 255.000 15,405 26,150
Procter& GambleCo 170.000 9,780 9,452
ProgressiveCorp 1,080.000 23,768 27,767
SealedAir Corp 395.000 20,309 20,572
SprintNextel Corp 695.000 15,221 13,893
Transatlantic HldgsInc 172.000 10,291 9,615
Tyco Intl Ltd 1,600.000 54,058 44,000
VulcanMaterialsCo 85.000 4,563 6,630
Wal Mart StoresInc 445.000 21,067 21,436
Wells Fargo& Co 415.000 26,227 27,838
SL Capital LtdClassA 215.000 14,334 13,180
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Aflac Inc 289.000 $ 13,383 $ 13,395
AT&TInc 1,146.000 29,394 31,962
AmericanlntlGrouplnc 360.000 22,157 21,258
Automatic Data Processing Inc 630.000 27,640 28,571
Baker Hughes Inc 263.000 13,524 21,527
Bank of America Corp 515.000 21,920 24,772
BankofNewYork Inc 640.000 20,060 20,608
Barrick Gold Corp Cad 777.000 21,670 22,999
Baxterlntl Inc 619.000 21,991 22,754
Bellsouth Corp 379.000 11,106 13,720
Boston Scientific Corp 1,124.000 23,730 18,928
CampbellSoupCo 571.000 18,110 21,190
Citigroup Inc 628.000 30,072 30,301
Clorox Company 219.000 12,930 13,352
Coca-ColaCo 311.000 13,426 13,379
Comcast Corp Cl A 691.000 21,558 22,651
Commerce Bancorp Inc 287.000 10,011 10,237
Deere & Co 198.000 14,487 16,531
Diegeo PLC Spon 221.000 14,265 14,929
Eaton Corp 189.000 11,249 14,251
El Paso Corp 704.000 9,319 10,560
Electronic DataSysCorp 281.000 6,839 6,761
Embarq Corp 16.000 709 656
Emerson Electric Co 287.000 20,407 24,053
Exxon Mobil Corp 1,132.000 55,660 69,448
Federal National Mortgage Assn 282.000 14,510 13,564
General DynamicsCorp 156.000 9,064 10,212
General Electric Co 984.000 32,659 32,433
Glaxosmithkline PLC 368.000 18,749 20,534
Hewlett Packard Co 525.000 14,472 16,632
Honeywell Intl Inc 263.000 9,976 10,599
International Paper Co 1,069.000 37,980 34,529
JPMorganChase&Co 668.000 25,413 28,056
Johnson & Johnson 229.000 14,406 13,722
Kimberly Clark Corp 220.000 13,700 13,574
Kraft Foods Inc Class A 956.000 29,705 29,540
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KrogerCo 902.000 $ 16,085 $ 19,718
Medimmune Inc 229.000 6,406 6,206
Medtronic Inc 264.000 13,320 12,387
Merck & Co Inc 498.000 19,064 18,142
Monsanto Co 87.000 3,981 7,325
Motorola Inc 663 .000 11,487 13,359
Newmont MiningCorp 412.000 18,547 21,807
Novartis Ag Adr 665.000 33,203 35,857
P G & E Corporation 515.000 20,195 20,229
Parker-HannifinCorp 283.000 18,082 20,409
PepsicoInc 378.000 19,775 22,695
PfizerInc 1,588.000 40,478 37,270
Praxairlnc 258.000 11,318 13,932
Procter& GambleCo 876.000 46,264 48,706
Progress EnergyInc 3 14.000 13,719 13,461
Raytheon Company 465.000 19,638 20,725
Sanofi-AventisSponsAdr 148.000 6,810 7,208
Schering Plough Corp 1,233.000 22,281 23,464
Schlumberger Ltd 676.000 33,708 44,014
SouthernCo 414.000 13,528 13,269
SprintNextel Corp 661 .000 13,981 13,213
SunMicrosystemsInc 2,407.000 10,575 9,989
Teva Pharmaceutical Inds 415.000 13,269 13,110
TribuneCo 412.000 13,197 13,361
Union PacificCorp 152.000 10,921 14,130
VerizonCommunications 971.000 32,228 32,519
Wal Mart Stores Inc 476.000 21,791 22,929
WasteMgmt Inc 619.000 20,353 22,210
Wyeth 858.000 36,871 38,104
AutozoneIncorporated 1,900.000 46,676 167,580
CBSCorpNew ClassB 1,900.000 58,427 51,395
The Walt Disney Company 6,210.000 159,805 186,300
EntercomCommunicationsCorp 1,100.000 32,724 28,776
Fortune BrandsInc 3,300.000 93,953 234,333
The GapInc 5,600.000 112,543 97,440
HomeDepot Inc 3,100.000 75,838 110,949
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Lowe’s CompaniesInc 1,800.000 $ 43,470 $ 109,206
OSIRestaurant PartnersInc 6,600.000 162,937 228,360
O’Reilly Automotive 2,000.000 35,613 62,380
The Steak N Shake Company 2,800.000 39,115 42,392
Viacom Inc 1,900.000 89,018 68,096
Avon ProductsInc 5,900.000 191,179 182,900
NBTY Inc 1,100.000 21,263 26,301
Prestige BrandsHoldingsInc 5,000.000 53,807 49,850
Sara Lee Corporation 5,629.000 123,616 90,177
SyscoCorporation 4,800.000 166,992 146,688
Wal Mart Stores Inc 6,600.000 341,039 317,922
ChevronCorp 8,700.000 497,923 539,922
Conocophillips 7,877.000 510,333 516,180
ForestOil Corp 600.000 10,147 19,896
MarathonOil Corp 9,000.000 204,759 749,700
Mariner Energy Inc 485.000 4,814 8,909
SuperiorEnergyServiceInc 2,300.000 23,081 77,970
American InternationalGroup lnc 3,000.000 213,403 177,150
Bancfirst Corp 1,200.000 24,018 53,700
Bank of AmericaCorp 7,384.000 192,741 355,170
City Bank of Lynwood Washington 800.000 27,621 37,328
HartfordFinl Svcs GroupInc 2,400.000 131,004 203,040
J P Morgan Chase& Co 7,380.000 144,921 309,960
Lakeland Financial Corp 2,400.000 27,653 58,296
Merrill Lynch & Co Inc 1,900.000 88,443 132,164
Mid-State Bancshares 1,400.000 35,055 39,200
SouthwestBancorpInc 3,200.000 32,576 81,600
Suntrust Banks Inc 1,200.000 76,113 91,512
Tri-Continental 12,000.000 221,678 233,520
U.S. Bancorp 4,300.000 80,609 132,784
UnionbancalCorp 2,900.000 77,876 187,311
United CommunityBank 1,500.000 41,987 45,660
WashingtonMutual Inc 3,900.000 160,607 177,762
WhitneyHolding Corp 1,500.000 33,021 53,055

Abbott Laboratories 2,700.000 107,439 117,747
AmgenInc 2,100.000 123,901 136,983
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Boston Scientific Corp 4,199.000 $ 94,897 $ 70,7 1 1
CandelaCorp 900.000 10,625 14,274
CaremarkRx Inc 4,000.000 188,872 199,480
Cephalon 2,300.000 93,317 138,230
CharlesRiv Laboratoriesintl Inc 1,600.000 70,229 58,880
CooperCompaniesInc 2,300.000 122,945 101,867
Kos Pharmaceuticals Inc 1,000.000 45,616 37,620
Laboratory Corp of American Holdings 4,300.000 116,393 267,589
Merit Medical System Inc 2,000.000 19,693 27,520
Par Pharmaceutical Cos 3,000.000 135,502 55,380
ParexelInternational 1,900.000 32,237 54,815
PfizerInc 5,320.000 148,828 124,860
RespironicsInc 1,200.000 36,048 41,064
Steris Corp 1,700.000 38,092 38,862
UTDSurgical Partners Intl 1,500.000 32,181 45,105
UniversalHealthServicesInc 2,000.000 78,037 100,520
ZimmerHoldingsinc 2,100.000 141,324 119,112
Dover Corporation 4,400.000 171,845 217,492
EmcorGroup 1,600.000 31,600 77,872
Emerson Electric Company 1,800.000 118,319 150,858
Fedex Corporation 1,000.000 41,083 116,860
ForwardAirCorp 1,050.000 18,189 42,767
General Electric Company 6,700.000 162,256 220,832
Honeywell InternationalInc 5,300.000 154,510 213,590
Norfork SouthernCorporation 3,800.000 118,810 202,236
3MCompany 2,800.000 208,076 226,156
Toro Company 900. 000 13,205 42,030
Tyco InternationalLtd 10,380.000 271,612 283,250
YRC Worldwide inc 3,000.000 122,393 126,330
Applied Materials 13,500.000 219,360 219,780
Cisco Systems 18,200.000 317,095 355,446
DaktronicsInc 2,300.000 29,025 66,401
Dell Inc 10,600.000 366,189 259,276
Fargo Electronics 1,900.000 47,310 48,241
Intel 16,600.000 357,321 315,400
International Rectifier Corporation 10,000.000 267,244 390,800
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Internet Sec Sys Inc 1,900.000 $ 35,878 $ 35,815
Microsoft Corp 11,700.000 327,565 272,610
Semtech Corp 2,100.000 39,770 30,345
Synaptics Inc 1,500.000 27,461 32,100
TTMTechnologies Inc 5,600.000 56,500 81,032
Texas Instruments 9,500.000 229,259 287,755
3 ComCorp 5,500.000 22,769 28,160
Alcoa Inc 7,300.000 201,808 236,228
Oregon Steel Mills 1,300.000 23,034 65,858
A T & T Inc 6,484.000 202,477 180,839
Dominion Resources Inc 2,900.000 167,433 216,891
Public Service Enterprise Group Inc 6,100.000 305,849 403,332
Alcoa Inc 7.375%matures 8/1/2010 100,000.000 109,618 105,705
Anheuser-Busch Cos Inc 4.375%matures 1/15/20 13 60,000.000 56,009 55,437
Bayerische Landesbank 3.50% matures 9/15/2009 485,000.000 407,400 398,913
Bayerische Landesbank 7.50% matures 10/06/2009 410,000.000 405,900 335,175
Cisco SystemsInc 5.50%matures 2/22/2016 123,000.000 122,843 118,108
Consolidated Edison Inc 8.125%matures5/1/2010 175,000.000 214,063 189,735
Fedex Corp Ser 97-A 7.50% matures i/i 5/2018 145,115.980 168,856 156,734
GTE/VerizonCommunications6.46%matures4/15/2008 105,000.000 108,525 106,030
General Electric Company 5.00%matures 2/1/20 13 23 8,000.000 244,725 227,966
Goldman Sachs Group 6.875% matures 1/15/2011 251,000.000 273,096 260,809
HouseholdFinanceCo 6.375% matures10/15/2011 70,000.000 72,199 71,536
Kimberly-ClarkCorp 4.875%matures8/15/2015 66,000.000 65,747 61,901
Morgan StanleyCorp6.75%matures4/15/2011 132,000.000 144,675 137,046
NB Capital TrustIV Preferred8.25%matures4/15/2027 28,000.000 29,910 29,451
Phillips Petroleum8.75% matures 5/25/2010 1118,000.000 134,023 130,410
Procter& Gamble Co 4.95%matures8/15/2014 72,000.000 72,812 68,478
Shell International Fin 5.625%matures 6/27/2011 82,000.000 81,926 8,216
Verizon Communications 5.55%matures 2/15/2016 49,000.000 48,608 45,944
VerizonVirginia Inc 4.625% matures 3/15/2013 85,000.000 83,112 76,373
Vodafone Group 7.75%matures 2/15/2010 80,000.000 86,224 84,554
Wal-Mart Stores 5.25%matures 9/1/2035 215,000.000 215,065 187,594
Ace Ltd Ord Shs 431.000 27,733 26,863
Globalsantafe Corp 629.000 31,155 36,325
Transocean Inc 431.000 30,906 34,618
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Air Products and Chemicals Inc 419.000 $ 26,660 $ 26,782
Altria Group Inc 610.000 43,538 44,792
American Express Co 503.000 26,188 26,770
American Intl Group Inc 270.000 18,163 15,494
American Tower Corp Class A 827.000 24,975 25,736
Apple Computer Int 471.000 33,667 26,974
Biogen Idec Inc 377.000 17,860 17,463
BoeingCo 657.000 49,811 53,815
Caremark Rx Inc 95 1.000 48,128 47,426
Celgene Corp 1,330.000 52,262 63,082
Cisco Sys Inc 1,896.000 35,307 37,029
Comcast Corp Cl A 1,091.000 34,019 35,719
Corning Inc 1,472.000 28,868 35,608
Endo Pharmaceuticals HldgsInc 567.000 17,708 18,700
Franklin Resources Inc 206.000 18,794 17,883
General Electric Co 1,078.000 37,251 35,531
Gilead Sciences Inc 45 1.000 24,474 26,681
Goldman Sachs Group inc 3 72.000 50,098 55,960
Goodrich Corp 1,351.000 55,228 54,432
Google Inc Class A 129.000 52,820 54,094
HewlettPackardCo 1,123.000 33,125 35,577
Hilton Hotels Corp 1,909.000 51,982 53,987
Host Hotels and Resorts Inc 218.000 4,448 4,768
Intl Business Machines Corp 348.000 27,865 26,733
Lehman Brothers Holdings Inc 828.000 53,124 53,944
Lowe’s Companies Inc 495.000 32,419 30,032
Merrill Lynch & Co Inc 771.000 .54,760 53,631
Microsoft Corp 698.000 18,538 16,263
NYSEGroup Inc 399.000 25,677 27,324
Peabody Energy Corp 483.000 24,633 26,927
Pepsico Inc 296.000 17,616 17,772
Phelps Dodge Corp 209.000 17,876 17,171
Praxair Inc 332.000 17,618 17,928
Rio Tinto PLC-GBP 85.000 18,758 17,825
Schlumberger Ltd 962.000 54,183 62,636
Starwood Hotels & Resorts Worldwide, Inc 891.000 51,064 53,763
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United Technologies Corp 856.000 $ 49,247 $ 54,288
Unitedhealth Group Inc 1,199.000 63,315 53,691
VomadoRealty Tr SB .550.000 49,734 53,653
Wellpoint Inc 732.000 56,611 53,268
YahooInc 1,096.000 38,825. 36,168
XL Capital Ltd Class A 120.000 8,105 7,356
Aflac Inc 160.000 7,400 7,416
AT&TInc 649.000 16,510 18,101
American International Group Inc 201.000 12,925 11,869
Automatic Data Processing Inc 352.000 15,401 15,963
Baker Hughes Inc 146.000 7,220 11,950
Bank of America Corp 282.000 12,782 13,564
BankNewYorklnc 358.000 10,911 11,528
Barrick Gold Corp Cad . 439.000 12,241 12,994
Baxter Intl Inc 346.000 12,476 12,719
Bellsouth Corp 2 14.000 5,990 7,747

Boston Scientific Corp 632.000 13,461 10,643
Campbell Soup Co 322.000 9,984 11,949
Citigroup Inc 345.000 16,213 16,646
Clorox Company 121.000 7,097 7,377
Coca-Cola Co 175.000 7,555 7,529
Comcast Corp Cl A 3 87.000 11,642 12,686
CommerceBancorp Inc 161.000 5,616 5,743
Deere&Co 112.000 8,106 9,351
Diageo PLC Spon 125.000 7,983 8,444
Eaton Corp 107.000 7,080 8,068
El Paso Corp . 398.000 5,151 5,970
Electronic Data Sys Corp 157.000 3,828 3,777
Embarq Corp 11.000 487 451
Emerson Electric Co 167.000 111,775 13,996
Exxon Mobile Corp 639.000 33,283 39,203
Federal National Mortgage Assn 156.000 8,143 7,504
General Dynamics Corp 90.000 5,133 5,891
General Electric Co 553.000 18,594 18,227
Glaxosmithkline PLC 208.000 10,460 11,606
Hewlett Packard Co 295.000 7,882 9,346
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Honeywell International Inc 148.000 $ 5,579 $ 5,964
InternationalPaperCo 595.000 22,131 19,219
J P Morgan Chase & Co 361.000 13,644 15,162
Johnson & Johnson 128.000 8,108 7,670
Kimberly Clark Corp 124.000 7,807 7,651
Kraft Foods Inc Class A 534.000 16,963 16,501

.KrogerCo 509.000 8,832 11,127
MedimmuneInc 130.000 3,591 3,523
Medtronic Inc 148.000 7,475 6,944
Merck&Co Inc 278.000 10,440 10,128
Monsanto Co 48.000 2,559 4,041
Motorola Inc 379.000 6,310 7,637
Newmont Mining Corp . . 235.000 10,489 12,439
Novartis AgAdr 371.000 18,614 20,004
P G &E Corporation 280.000 10,996 10,998
Parker-Hannifin Corp 146.000 10,025 11,330
Pepsico Inc 2 10.000 11,290 12,608
Pfizer Inc 889.000 23,086 20,865
Praxair Inc 146.000 6,545 7,884
Procter & Gamble Co 493.000 26,412 27,411
Progress Energy Inc 174.000 7,473 7,459
Raytheon Company . 262.000 10,973 11,677
Sanofi-AventisSponsAdr 84.000 3,850 4,091
Schering Plough Corp 687.000 12,803 13,074
Schiumberger Ltd 378.000 1,908 24,612
Southern Co 229.000 7,501 7,339
Sprint Nextel Corp 361 .000 7,693 7,216
Sun Microsystems Inc 1,368.000 6,032 5,677
Teva Pharmaceutical Inds 233.000 7,450 7,360
Tribune Co 232.000 7,894 7,524
Union Pacific Corp 87.000 6,086 8,088
Verizon Communications 550.000 18,851 18,420
Wal-Mart Stores Inc 270.000 12,209 13,006
Waste MgmtInc 337.000 11,199 12,092
Wyeth 478.000 19,670 21,228
Seagate Technology 1,100.000 20,090 24,904
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AT&TInc 938.000 $ 22,216 $ 26,161
Allstate Corp 450.000 24,482 24,629
Ailtell Corp Delaware 365.000 20,492 23,298
Altria Group Inc 310.000 17,588 22,763
Anadarko Petroleum Corp 500.000 24,058 23,845
Anheuser-Busch Companies Inc 550.000 24,739 25,075
Bank of America Corp 520.000 24,151 25,012
CBSCorp NewClass B 875.000 23,194 23,669
Chevron Corp 425.000 21,044 26,376
Coca-Cola Co 575.000 24,504 24,737
Conagra Foods Inc 1,130.000 29,317 24,984
Cococophillips 400.000 24,547 26,212
DTEEnergy Company 535.000 23,153 21,796
R RDonnelly & Sons Co 755.000 24,597 24,122
DowChemical Co 645.000 28,752 25,174
Duke Realty Corp 675.000 22,303 23,726
Federal HomeLn Mtg Corp 425.000 27,803 24,229
Freeport McMoran Copper & Gold Cl B 55.000 2,582 3,048
Glaxosmithkline PLC 465.000 20,511 25,947
J P Morgan Chase & Co 590.000 22,056 24,780
Keycorp New . 1,395.000 44,918 49,774
Keyspan Corp. 415.000 16,097 16,766
Kimberly Clark Corp 390.000 24,609 24,063
Lincoln National Corp 445.000 20,426 25,116
Lyondell Chemical Company 1,075.000 26,049 24,360
Marathon Oil Corp . 620.000 28,615 51,646
Masco Corp DE 750.000 22,709 22,230
Mattel Inc DE 1,445.000 23,852 23,857
Merck & Co Inc 1,445.000 41,450 52,641
Morgan Stanley 435.000 23,097 27,496
Occidental Petroleum Corp 275.000 15,033 28,201
Petrochina Co LTD Adr 225.000 14,644 24,293
Pfizer Inc 2,120.000 55,116 49,756
Progress Energy Inc 510.000 22,501 21,864
Regions Financial Corp 1,480.000 49,445 49,018
Reynolds American Inc 230.000 17,380 26,519
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St Paul Travelers Cos Inc 500.000 $ 18,508 $ 22,290
Sempra Energy 520.000 18,658 23,650
Stanley Works 465.000 21,093 21,957
Supervalu Inc 775.000 22,865 23,793
VFCorp 410.000 22,247 27,847
Verizon Communications 730.000 27,431 24,448
Washington Mutual Inc 1,050.000 42,261 47,859
Whirlpool Corp 270.000 17,821 22,316

Transoceanlnc 140.000 11,112 11,245
Altria Group Inc . 780.000 46,812 57,275
American Express Co 1,185.000 55,289 63,066
American Intl Group Inc 850.000 51,998 50,193
Ameriprise Financial Inc . 313.000 10,752 13,982
Aon Corp 270.000 6,403 9,401
Berkshire Hathaway Inc Class B 14.000 39,902 42,602
H&RBlocklnc 665.000 16,394 15,867
Cardinal Health Inc . 195.000 10,468 12,544
Caremark Rx Inc 300.000 15,308 14,961
Citigroup Inc 590.000 27,071 28,468
Comcast Corp Cl A 1,190.000 36,121 39,008
Conocophillips 655.000 30,290 42,922
Costco Wholesale Corp 1,035.000 47,650 59,130
Dell Inc 365.000 11,559 8,928
Devon Energy Corp 445.000 17,995 26,882
Diageo PLC Spon . 230.000 12,850 15,537
Dun & Bradstreet Corp 40.000 1,690 2,787
Eog Resources Inc 375.000 13,813 26,003
Golden West Fin! Corp 650.000 39,487 48,230
HCAInc 465.000 19,821 20,065
HSBCH1dgP1cSp . 451.000 37,017 39,846
Harley-Davidson Inc 400.000 19,973 21,956
Hershey Company 170.000 9,184 9,362
IronMtnlnc 475.000 14,171 17,756
J P Morgan Chase & Co 1,270.000 46,960 53,340
Lloyds Tsb Grp Plc 230.000 7,728 9,078
Loews Corp 720.000 16,008 25,524
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U.S.Treasury Obligations
Federal Nat! Mtg Assn Global Notes 7.125%

matures 3/15/07
Federal Natl Mtg AssnGlobal Ndebs5.25%

matures 4/15/2007
U.S. Treasury Notes Ser E-2007 4.375%

matures 5/15/2007
U.S. Treasury Notes Ser E-2008 3.00%

matures 2/15/2008
Federal HomeLoan Mtg Corp Global
Notes 3.625% matures 9/15/2008

U.S. Treasury Notes Ser D2008 4.75%
matures 11/15/2008

Federal HomeLoan Mtg Corp Global Debs
5.75% matures 3/15/2006

Federal Natl MtgAssnGlobal Debs 6.375%
matures 6/15/2009

U.S. TreasuryNotesSerG-2010 4.00%
matures 3/15/2010

Federal HomeLoan Mtg Corp MedTerm
Notes 4.75% matures 10/18/2010

$ ~iU~4

302,358

176,120

253,148

$ Z~22Q~LQ~

408,740 404,250

457,798

331,186

244,140

Shares or
ParValue Cost MarketSecurities

Microsoft Corp.
Moody’s Corporation
NewsCorp Class A New
OccidentalPetroleumCorp
Procter& GambleCo
ProgressiveCorp
Sealed Air Corp
Sprint Nextel Corp
Transatlantic Hldgs Inc
Tyco Intl Ltd
Vulcan Materials Co
Wal-Mart Stores Inc
Wells Fargo & Co

$ 25,737 $
10,592
11,133
18,746
11,153
28,309
25,506
10,410
14,527
63,442

5,115
24,879
32,978

22,019
14,977
12,563
32,816
11,120
32,909
26,040

8,896
13,137
53,213

7,800
24,808
36,223

945.000
275.000

655.000
320.000
200.000

1,280.000
500.000
445.000
235.000

1,935.000
100.000
515.000
540.000

315,000.000

300,000.000

164,000.000

250,000.000

420,000.000

425,000.000

295,000.000

300,000.000

330,000.000

255,000.000

$ 323,795 $ 318,348

299,250

162,744

241,553

298,764

315,687

421,196

297,304

307,500

317,767

241,773
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FederalNatI Assn4.75% matures 12/15/2010 260,000.000 $ 259,038 $ 252,606
U.S. Treasury Notes Ser C-201 1 5.00%

matures 8/15/2011 210,000.000 219,737 209,368
U.S. TreasuryNotesSerE-20144.25%

matures 8/15/2014 440,000.000 438,105 414,374
U.S. Treasury Notes Ser B-201 6 4.50%

matures 2/15/2016 230,000.000 221,016 218,824
Federal HomeLoan Mtg corp Debs 4.875%
matures 3/15/2007 112,000.000 113,146 111,475

FederalNat! Mtg AssnGlobal 7.25%
matures1/15/2010 58,000.000 64,262 61,299

U.S. Treasury Note SerB-20l2 4.875%
matures 2/15/2012 197,000.000 199,794 194,845

Federal Nat! Mtg Assn Global Debs 6.125%
matures 3/15/2012 273,000.000 292,392 281,275

U.S. TreasuryNotesSerD-2013 4.250%
matures 8/15/2013 137,000.000 130,261 129,979

U.S. Treasury Bond 8.00% matures 11/15/2021 16,000.000 21,378 20,463
U.S. Treasury Bond 5.25%matures 2/15/2029 29,000.000 30,297 28,873
Federal Nat! Mtg AssnGlobalDebs 6.625%
matures 11/15/2030 20,000.000 23,605 22,650

Federal HomeLoan MortgageCorp Disc
Note 0% matures1/28/2033 3,145,000.000 469,838 522,353

FedHomeLoanMtg Corp 5.05%
matures 1/26/2015 473,000.000 463,578 457,462

Feb HomeLoan Mtg Corp 5.5%matures
8/20/2019 515,000.000 497,486 496,470

Fed HomeLoan Mtg Corp 6.15% matures
10/5/2015 670,000.000 669,498 656,600

Fed HomeLoan Mtg Corp Var Rate 6.50%
matures 10/5/2020 455,000.000 452,725 433,388

Fed HomeLoan Mtg Corp 5.00% matures . .

10/18/2010 288,000.000 285,837 281,932
Fed HomeLoan Mtg Corp 5.50%matures

11/22/2010 343,000.000 342,970 337,718
Fed HomeLoan Mtg Corp Variable rate

6.00% matures 11/10/2008 442,000.000 440,453 428,740
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Fed HomeLoan Mtg Corp 5.30% matures
11/17/2010 57,000.000 $ 56,161 $ 56,066

Fed HomeLoan Mtg Corp 5.05%matures
12/8/2008 507,000.000 506,822 502,011

Fed HomeLoan Mtg Corp 5.875% matures
12/15/2012 332,000.000 332,000 325,755

Fed HomeLoan Mtg Corp 5.20% matures
12/28/2009 126,000.000 125,412 124,613

Fed HomeLoan Mtg Corp 5.00% matures
1/28/2008 460,000.000 459,954 456,256

Fed HomeLoan Mtg Corp 5.15%matures
1/24/2011 . 83,000.000 82,435 81,433

Fed HomeLoan Bk Ser In13 5.45%

matures 6/05/2013 505,000.000 491,744 452,480
Fed HomeLoan Bank matures 11/15/2032 2,355,000.000 321,410 389,729
Fed HomeLoan Bank Step Cpn 4.00%

matures 3/18/2008 155,000.000 155,000 152,239
Fed HomeLoan Bank 5.00%matures

2/17/2017 110,000.000 109,747 107,041
Fed HomeLoan Bank 6.23 8%matures

3/2/2015 900,000.000 899,550 874,125

Fed HomeLoan Bank 7.00% matures
3/2/2020 655,000.000 654,312 617,600

Fed HomeLoan Bank 4.25% matures
4/20/2010 140,000.000 139,694 138,118

Fed Nat Mtg Assn5.50% matures 2/9/2011 173,000.000 171,220 170,621
FedNatl Mtg Assn5.05%matures 2/7/2011 160,000.000 . 157,926 157,200
Fed NatiMtg Assn5.25%matures2/23/2011 83,000.000 81,952 81,833
FedNat! Mtg Assn5.625%matures 3/16/2009 233,000.000 232,939 232,054
FedNati Mtg Assn5.00%matures 3/2/2015 377,000.000 361,773 359,681
Fed Nat! Mtg Assn 4.00%matures9/30/2009 200,000.000 197,420 197,126
FedNatI Mtg Assn 4.375%matures 3/22/2010 724,000.000 721,130 712,691
U.S. Treasury Bill 0%matures 7/6/2006 376,000.000 374,624 375,872
U.S. Treasury Inflation Index Bond 1.625%

matures 1/15/2015 . 461,369.790 410,676 430,103
Fed HomeLoan Mort Corp 6.00% matures

9/1/2006 966.810 927 967
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Sharesor
Securities Par Value Cost Market

Federal HomeLn Mtg Corp Partn CTFS
6.50% matures 9/1/2028 9,340.480 $ 9,256 $ 9,442

Federal HomeLn Mtg Corp Partn CTFS
8.50%matures 1/1/2030 1,796.640 1,840 1,926

Fed HomeLoan Mtg Corp Pool 781135
3.398% matures 1/1/2034 80,766.880 79,997 79,925

Federal Nat! .Mtg Assn GTDMtg Pool 0250953
7.00% matures 6/1/2012 7,277.390 7,422 7,433

Federal Nat Mtg Assoc Pool #25257 1
7.00% matures 7/1/2029 6,226.430 6,135 6,383

FNCI Pool 253678 6.50% matures 2/1/2016 13,541.020 13,997 13,735
Fed Nat! Mtg Assn FNMAPool 254199

6.50% matures 2/1/2032 . 17,238.470 17,098 17,396
Federal Nat Mtg Assoc 7.00% matures 10/01/2028 3,558.360 3,616 3,648
Federal Nat! Mtg Assn GTDMtg Pool 0503915

7.00% matures 7/1/2029 1,468.470 1,443 1,506
Federal Nat Mtg Assoc 7.50% matures 12/1/2029 5,370.070 5,373 5,573
Fed Nat! Mtg Assn 6.50% matures 9/1/2031 12,323.010 12,351 12,435
Federal Nat! Mort Association Pool #660563

6.50% matures 9/1/2032 13,205.530 13,800 13,322
Federal Nat! Mort Association Pool #686004

4.922% matures 1/1/2033 33,152.480 34,033 32,618
Federal Nat! Mtg AssnPool#754755

3.798% matures 1/1/2034 . 261,941.040 261,204 260,490
Fed Nati Mtg Assn Pool #765675

3.67% matures 2/1/2034 197,006.740 195,806 196,662
Fed Nat! Mtg AssnPool #832254

3.135% matures 8/1/2035 71,107.340 70,807 70,435
GNMAPool NBR457874 Single Family

6.50% matures 2/15/2029 42,741.760 42,185 43,394
GNMAPool NBR470162 Single Family

7.50% matures 3/15/2029 2,671.920 2,626 2,794
GNMA7.50% matures 7/15/2029 917.090 881 959
GNMAPool NBR780553 Platinum
7.00% matures 6/15/2009 35,201.460 35,877 35,602
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Shares or
Securities Par Value Cost Market

GNMA7.00% matures 9/15/2024 125,469.370 $ 131,206 $ 129,405
FederalNatI Mtg AssnGlobal Notes
7.125% matures 3/15/2007 170,000.000 174,746 171,807

Federal Nati MtgAssnGlobal Debs5.25%
matures 4/15/2007 150,000.000 151,179 149,625

U.S. Treasury Notes Ser E-2007
4.375% matures 5/15/2007 81,000.000 84,215 80,380

U.S. Treasury Notes Ser E-2008
3.00% matures 2/15/2008 150,000.000 149,842 . 144,932

Federal HomeLoan Mtg Corp Global
Reference Notes 3.625% matures 9/15/2008 20,000.000 194,638 192,500

U.S. Treasury Notes Ser D-2008
4.75% matures 11/15/2008 230,000.000 244,883 227,942

Federal HomeLoan Mtg Corp Global Debs
5.75%matures 3/15/2009 155,000.000 156,978 156,211

Federal Nat! Mtg Assn Global Debs
6.375% matures 6/15/2009 175,000.000 184,151 179,375

U.S. Treasury Notes Ser G-20l0
4.00% matures 3/15/2010 180,000.000 180,673 173,327

Federal HomeLoan Mtg Corp Med Term
Notes 4.125% matures 10/18/2010 200,000.000 191,406 189,626

Federal Nat! Mtg Assn 4.75%matures
12/15/2010 175,000.000 173,787 170,023

U.S. Treasury Notes Ser C-20l 1
5.00% matures 8/15/2011 115,000.000 120,589 114,654

U.S. Treasury Notes Ser E-20l4
4.25% matures 8/15/2014 240,000.000 239,053 226,022

U.S. Treasury NotesSerB-2016
4.50% matures2/15/2016 105,000.000 100,898 99,898

Federal HomeLoan Mtg Corp Debs Global
4.875% matures 3/15/2007 62,000.000 62,807 61,709

Federal Nat! Mtg AssnGlobal 7.25%
matures 1/15/2010 32,000.000 35,541 33,820

U.S. Treasury Note SerB-2012
4.875% matures 2/15/2012 111,000.000 113,443 109,786

Federal Nat! Mtg Assn Global Debs
6.125% matures 3/15/2012 153,000.000 165,714 157,637
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Shares or
Securities Par Value Cost Market

U.S. Treasury Notes SerD-2013
4.50% matures 8/15/2013 78,000.000 $ 74,216 $ 74,003

U.S. Treasury Bond 8.00% matures
11/15/2021 9,000.000 12,132 11,510

U.S. Treasury Bonds 5.25% matures
2/15/2029 16,000.000 16,850 15,930

Federal Natl Mtg AssnGlobal Debs
6.625% matures 11/15/2030 11,000.000 13,014 12,458

$ j~~79,688 $ 19.266,251

3. Property Taxes

The taxes on real property and the interest and other charges upon suchtaxesattachasan
enforceable lien on the first day of July. There is no lien denominated as suchonpersonal
property; however, statutesprovidethat thesheriffofa countymay distrain for delinquenttaxes
any goods and chattels belonging to a person assessed.Al! current taxes assessedon realand
persona! property may be paid in two installments;the first installmentis payable onSeptember
first of the yearfor which theassessmentismade,andbecomedelinquenton October first, and the
secondinstallmentis payableon thefirst dayofthefollowing March andbecomes delinquenton
April first. Taxes paid on or before the date when they arepayable,includingbothfirst and second
installments, are subject to a discount of two and one-half percent. If taxes arenot paid on or
before the date on which they become delinquent,includingboth first and second installments,
interest at the rate of nine percent annum is added from the date they become delinquent untilpaid.

All municipalities within the stateare authorizedto levy, taxesnot in excessof the following
maximum levies per $100 of assessed valuation: OnClass I property, twelve and five-tenths cents
(12.50); on Class II property, twenty-five cents (25.00); and on ClassIV property, fifty cents
(50.00). In addition,municipalitiesmayprovidefor anelectionto lay an excesslevy, theratesnot
to exceed fifty percent of suchauthorizedmaximumlevies,provided that at least sixty percentof
the voters cast ballots in favor of the excess levy.

The levy rates levied by the City of Morgantown,West Virginia, per$100ofassessedvaluationfor
eachclassof propertyfor thefiscal year ended June30, 2006 were as follows:

Class of Assessed Valuations Current
Property For Tax PurposesExpense

Class I $ , 16,545 11.690
Class II 243,398,178 23.380
Class IV 494,392,372 46.760
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4. CapitalAssets.andCapitalAssetsNet ofDepreciation

Capitalassetactivity for the year ended June30, 2006 was asfollows:

~gi~~ning ~j~g
Balance Additions Retirements Balance

GovernmentalActivities
Nondepreciablecapital assets

Land $ 4,900,293 $ 420,054 $ -0- $ 5,320,347
Construction inprocess 1,200.441 2.476.412 362.492 3,314.421

Total nondepreciable capitalassets 6,100,734 2.896,524 362.492 8.634,768

Depreciable capitalassets
Landimprovements 781,111 69,834 ‘ -0- 850,945
Buildings 10,632,236 221,815 998 10,853,053
Infrastructure 2,644,224 841,053 -0- 3,485,277
Machineryandequipment 1,866,210 237,902 ‘ -0- 2,104,112
Fumiture andfixtures 185,195 8,825 -0- 194,020
Vehicles 4,750,479 344,221 42,426 5,052,274
Books andvideos 4.678,849 152,012 193.765 4,637,096

Totalsat historicalcost 25,53a,304 1.875.662 237.189 ‘ 27.176.777
Less: Accumulated depreciation
Landimprovements 396,298 33,796 -0- 430,094
Buildings 2,534,373 252,245 -0- 2,786,618
Infrastructure 234,541 64,234 -0- 298,775
Machineryandequipment 1,226,303 148,023 -0- 1,374,326
Furnitureand fixtures 83,905 8,293 -0- 92,198
Vehicles 3,343,245 327,377 41,088 3,629,534
Booksandvideos 1,807,053 912,532 76.306 2.643,279

Total accumulated depreciation 9,625.718 1,746.500 117.394 ‘ 11.254.824
Total depreciation capital assets, net 15,912,58k 129.162 119,795 15.921.953

Governmentalactivities capital assets, net $ 2QJ~32~$ ~ $ ~ $ 24,556,7.21

Beginning Ending
Balance Additions Retirements Balance

Enterprise Activities
Nondepreciable capitalassets

Land $ 2,249,881 $ 1,702 $ -0- $ 2,251,583
Construction in process 2.301.127 6,366.555 -0- 8.667,682

Totalnondepreciable capitalassets 4.551.008 6.368.257 -0- 10,919,265

Depreciablecapital assets
Land improvements 24,400 -0- -0- 24,400
Buildings 12,875,188 17,579 -0- 12,892,767
Structuresandimprovements 20,981,348 244,662 -0- 21,226,010
Leasehold improvements 90,965 -0- -0- 90,965
Machineryand equipment 1.807,525 415,249 2.222.774

Total at historicalcost 3129~426 677A90 -0- ‘36.456,916
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Beginning Ending
Balance Additions Retirements Balance

Less: Accumulated depreciation
Land improvements $ 15,853 $ 947 $ -0- 16,800
Buildings 1,931,095 315,826 -0- 2,246,921
Structures andimprovements 10,312,195 643,537 -0- 10,955,732
Leaseholdimprovements 80,810 5,546 -0- 86,356
Machinery and equipment 1,704,598 162,716 _~ 1,867.314

Total accumulateddepreciation 14,044.551 1,128.572 15,173,123
Total depreciable capitalassets,net 21,734,875 ( 451,082) ~ 21,283,793

Governmentalactivitiescapital assets, net $ ~ $ ~~2J22iZ~. $ 0

Depreciation expense was charged to governmental activities asfollows:

Generalgovernment $ 146,799
Public safety 301,130
Highwaysandstreets . 110,267
Cultureand recreation 1,188,304

Total depreciationexpense $ 1,746.500

5. Long-Term Debt

Long-termliability activity for the year endedJune30,2006 was as follows:

Amounts Amounts
Beginning ‘ Ending Due Within Due After
Balance Additions Reductions Balance OneYear OneYear

Governmental Activities

Compensated absences $ 1,646,389 $ 149,732 $ -0- $ 1,796,121 $398,025 $ 1,398,096
Obligationundercapital lease -0- 149,560 19,914 129,646 32.095 97,551

Governmentalactivities
long-term liabilities $ ~ $ 299,292 $ ~J~j $ ~ $430,120 $ ~
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Obligation Under Capital Leases

The Board of Parks and Recreation Commissionersofthe CityofMorgantownenteredinto a
capital leaseon November10, 2005 to finance the acquisition of a Zamboni Machine. The lease
qualified as a capitalleasefor accounting purposesand,therefore,hasbeenrecorded atthe
present valueofthe minimumleasepayments asof the dateofinception. Thefollowing is a
schedule of future minimum leasepayments required under this capitalleaseand thepresent
value of the net minimum lease payments at June 30, 2006:

Fiscal Year Ending June 30

2007 $ 19,914
2008 ‘ 19,914
2009 19,914

59,742
Less: Amount representing interest 4,688

55,054
Less: Currentmaturities 18,663

Non-current maturities $ 36.391

The Board of Parks and Recreation Commissioners of the City of Morgantown entered into a
capital leaseon November10, 2005 to finance the acquisitionof a Mower. Theleasequalified as
a capita! lease for accounting purposes and, therefore, has been recorded at the present value of
the minimum lease payments asofthe dateof inception.Thefollowing is a scheduleof future
minimum lease payments required under this capital leaseandthepresentvalueofthenet
minimum lease payments atJune30, 2006:

Fiscal Year Ending June 30

2007 $ 17,348
2008 17,348
2009 17,348
2010 17,348
2011 17,348

86,740
Less: Amount representing interest 12,148

74,592
Less: Current maturities 13,432

Non-current maturities ‘ $ 61.160
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The following is a schedule of future minimum lease payments required under all governmental

fund capital leases and the present valueofthe netminimumleasepayments at June30, 2006:

Fiscal Year Ending June 30

2007 $ 37,262
2008 37,262
2009 ‘ 37,262
2010 ‘ 17,348
2011 17,348

146,482
Less: Amount representing interest 16,836

129,646
Less: Current maturities 32,095

Non-current maturities $ 97,551

The following is a summaryofbonds payableat June30, 2006:

Amounts Amounts
~ggi~~~ning Ending DueWithin DueAfter
Balance Additions Reductions Balance OneYear OneYear

Business-TypeActivities

Bonds payable:
2003Municipal Building Lease
RevenueRefundingBonds $ 7,125,000 $ -0- $ 375,000 $ 6,750,000 $ 390,000 $ 6,360,000’

2002ParkingRevenueBonds 5.741.985 67.090 186.122 5.622~953 125.000 5.497.953
Total bondspayable 12.866.985 6L09Q 56lJ22 12.372,952 515.000 11.857,953

Otherlong-termdebt
Notespayable 69,134 ‘ -0- 12,340 56,794 12,881 43,913
Obligationundercapital lease 3,302 -0- 3,302 -0- -0- -0-
Accruedcompensatedabsences 162.988 ~ -0- 168.286 168.286 -0-

Total otherlong-termdebt 235,424 5.298 15.642’ 225,080 181.167 43,913

Total long-term debt $ J2~9~$ 22±~$A$ ~ $ 1L~3 $ 4~f~J~2$ ll,90L866

2003Municipal BuildingLease RevenueRefundingBond
This issue was authorized to refinance the 9,490,000,. 1996 City of Morgantown Municipal

Building Lease Revenue Refunding Bonds. The bonds were issued bearing interest of 2.00%-
4.00% payable semiannually on the first day of Januaryand the first day of July of each year.
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The following is a schedule of future debt retirement based on current financing arrangements:

FiscalYear EndedJune30, Principal Interest Total

2007 $ 390,000 $ 235,990 $ 625,990
2008 . 395,000 228,190 623,190
2009 405,000 218,315 623,315
2010 415,000 206,165 621,165
2011 425,000 193,715 618,715

2012-2016 2,360,000 742,965. 3,102,965
2017-2019 2,360,000 218,600 2,578,600

Total $ ~7~0,000 $ 2,043,940 $ ~793.940

The 2003 bonds aresecuredby the lease rentals derivedfrom the leaseofthe public safety and
parking building of the City pursuant to the lease,and from funds on depositin thereserve
account.

As required by the 2003 bondordinance,a sinking fundhasbeen established withWesBancoTrust
Investment Services.Moneysin the sinking fund areto beusedonly forthepurposesofpaying
principal of and interest on the bonds. Payments are requiredto bemadeinto the sinkingfundto
pay interest which will matureandbecomedueon thenextsucceedinginterest payment date.The
balance in the sinking fund account with the Wesbanco Trust Investment Services at June 30,
2006 was $827,820.

2002ParkingRevenueBonds
This issue was authorized to finance the acquisition, construction and equipping of a new motor

vehicle parking facility. The bonds were issuedbearinginterestofavariablerate perannum equal
to 75%of the Federal HomeLoan Bank Rate for 5-year maturity with a 20-year amortization, plus
2%. The bonds are payable in 42 semiannual installmentson January1 and July 1.
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The following is a schedule of future debt retirement basedon current financing arrangements:

FiscalYearEndedJune30, Principal Interest Total

2007 ‘ $ 125,000 $ 254,657 $ 379,657
2008 ‘ 130,000 251,420 381,420
2009 130,000 249,683 379,683
2010 135,000 243,571 378,571
2011 ‘ 140,000 238,895 378,895

2012-2016 785,000 1,111,938 1,896,938
2017-2021 ‘ 960,000 933,016 1,893,016
2022-2026 1,210,000 683,448 1,893,448
2027-2031 1,550,000 351,359 1,901,359

2032-2033 457,953 26,978 484,931

Total $ 5,622.953 $ 4,344,965 $ 9,967,918

The 2002 bonds are secured by the revenuesofthe Parking Authority and astatutorymortgagelien
on the Parking Authority system.

NotesPayable
Building Commission

Huntington NationalBank
4.00%: installment obligation; payable in monthly installmentsof$1,243. Repayment atJune30,
2006 is as follows:

Year Ending June 30, Principal Interest Total

2007 $ 12,881 $ 2,037 $ 14,918
2008 13,405 1,513 14,918
2009 13,952 966 . 14,918
2010 ‘ 14,520 398 ‘ 14,918
2011 2,036 8 2,Q44

$ ~ $ 4,922 $ ~Li16
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6. Employees RetirementSystem

West VirginiaPublicEmploymentRetirementSystem
Themunicipalitymaintainsthreeseparateemployee contributingpensionplans. Theseplanscover
firemen,police officers,and substantiallyall otherfull-time civilian employeeswith the exception
of the MorgantownPublicLibrary andBoardofParkCommissioners employeeswho arecovered
bythe WestVirginia PublicEmployeesRetirementSystem.The WestVirginia Employees’
RetirementSystemis fundedthroughemployercontributionsof 10.5%ofpayroll andmember
contributionsof4.5%ofpayroll.

TheMunicipality’s contributionsto the West Virginia PublicEmployeesRetirementSystemfor the
yearendedJune30,2006 is asfollows:

Total wages $ 984,033
Emp!oyersharelo.50% $ 103,323
Employeeshare4.50% $ 44,282

The following is a summary of eligibility factors, contribution methods,andbenefit provisions:

Public Employees’ RetirementSystem(PERS)

Eligibility to participate All Municipal full-time employees, except those
covered by other pension plans

Authority establishing contribution
obligations and benefit provisions State Statute

Plan member’s contribution rate ‘ 4.50%
Municipality’s contribution rate 10.50%

Period required to vest Five Years

Benefits and eligibility for A member whohasattained age60 and has earned
distribution 5 yearsormoreofcontribution serviceorage55

if the sum ofhis/herage plus years of credited
serviceis equalto orgreaterthan 80. The final
averagesalary (three highest consecutiveyearsin
the last10) times theyearsof service times 2%
equals the annual retirementbenefit.
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PublicEmployees’RetirementSystem(PERS)

Deferred retirementportion No

Provisions for:
Cost of living No
Death benefits Yes

PERSissues a publicly available financial report that includes financial statements andrequired
supplementaryinformation. Thatinformationmaybe obtainedby writing to the Public
EmployeesRetirementSystem,Building 5, Room 1000, 1900KanawhaBoulevardEast,
Charleston, WV 25305.

7. Employee Retirement System and Plans

Plan Descriptions. Contribution Information
The Municipality of Morgantown, West Virginia participates in three single employer,public

employee retirementsystems.Assets are held separatelyandmay beusedonly for thepayment
ofbenefitsto the membersofthe respective plans, asfollows:

ThePolicemen’s PensionandReliefFund(PPRF)providesretirementbenefitsfor substantially
all full-time police employees.Unless otherwise indicated,PPRFinformation in this Noteis
provided as of the latest actuarial valuation, July 1, 2003.

TheFiremen’sPensionandReliefFund (FPRF)provides retirementbenefitsfor substantiallyall
full-time fire employees.Unless otherwise indicated,FPRFinformation inthis Note is
provided as the latest actuarial valuation, July 1, 2003.

The Employees Pension and Relief Fund (ERF) provides retirementbenefitsfor substantiallyall
full-time permanentemployeesnot covered by otherplans. Unless otherwise indicated, ERF
information in this Note is provided as of the latest actuarial valuation,July 1, 2004.

Actuarial valuations are requiredto beperformedonce everythreeyearsper statestatute.
However, the actuarial valuations can beperformedin shorter intervals at the discretionofthe
PPRF, FPRF and ERF’s board. .

75



CITYOF MORGANTOWN, WESTVIRGINIA
NOTESTO THE FINANCIAL STATEMENTS(CONT’D)

FOR THEYEAR ENDEDJUNE30, 2006

Membershipsof the plans are asfollows:

Group
PPRF FPRF ERF .Totals

Active employees:
Fully vested
Nonvested

Vested terminated benefits
Retirees and beneficiariescurrently
receivingbenefits

Total 9& 923ll52~

These plans are defined benefitplans. The followingis a summaryoffunding policies,
contribution methods and benefit provisions.

FPRF

City Council Ordinance

Actuarially determined Actuarially determined

Contribute annually an amountwhich, together with contributions
from the membersand the allocable portion ofthe state premium
tax fund,will be sufficient to meetthe normalcostofthe fund
and amortize anyunfunded actuarial accrued liability.
Municipalities mayutilize an alternativecontribution method
which allows themunicipality to contribute no lessthan 107%
ofthe prior yearscontribution provided the actuarycertifies
in writing that the fund will be solvent over the next 15 years
under this method. In no eventcan the employer contribution
be lessthan the normal costas determined by the actuary.

7% ofcoveredpayroll 7% ofcovered payroll

20years ofservicebut no later than the datethe participant

reaches65.

Cost ofliving adjustment after two years ofretirement.
Adjustment calculated on the first $15,000of thetotal annual
benefit multiplied by the Consumer Price Index (not to exceed
4%). Cost ofLiving adjustment calculated thereafter on a
cumulative basis.

ERF

City Council Ordinance

Actuarially determined

Contribute armually an amountsufficient to meet
the normal costof the fund and amortize the
actuarial deficitover a period of22 years.

6.00% ofcoveredpayroll

The latter of the date the participant attains
age60 and 10 yearsof servicecredit, or attains
age55 and ageplus years of ServiceCredit
total 85.

Annual CostofLiving adjustmentsis the lesser
of 3% or the annual consumerprice index
multiplied by 50%; provided thatthe
municipality’s contribution for the year is less
than 6% ofthe participating payroll.

Provisions for:
Diability benefits
Deathbenefits

9 12 236
42 32 -0-
-0- -0- 6

257
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47 53 89 189

PPRF

City Council OrdinanceGoverningauthority

Determination ofcontribution

requirements

Employer

Plan members

Period Requiredto Vest

Post-retirement Benefit

Yes Yes Yes
Yes Yes Yes
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Annual Required Contributions and Significant Actuarial Assumptions
Actuarial assumptionsandother information usedto determine the annualrequiredcontributions

(ARC) are as follows:

Policemen’s and Firemen’s
Pension& Relief Fund

Employees Pension
and Relief Fund

Valuation Date
Actuarial Cost Method
Amortization Method
AmortizationPeriod

7/1/03
ProjectedUnit Credit
Level % Open
40year(level percentage)

Actuarialassetvaluation method
Actuarialassumptions:
Investmentrateof return
Projectedsalary increases
Post retirement benefit increases
Inflation
Cost of living adjustments

MarketValue

6.65%
8% -4%dependingon service
None
3%
$15,000of annualpension is
increased bythe lesserof
inflation and4%,but75%of
purchasingpoweris maintained.

MarketValue

7.50%
5%
None
3%
2%

Current year annual pensioncostsfor thePPRF,FPRF andERF are shown in the trend
information. A summary scheduleofprior employer contributionsis presentedin therequired
supplementary information (note ii). The annual required contributions were made by the
PPRF, FPRFand ERF fund plans.

Reserves
There are no assets legally reserved forpurposesother than the paymentofplanmembersbenefits

for either plan. The plans held no investments (other than U.S. government and U.S. government
guaranteed obligations) whose market value exceeds 10 percent or more of net assets available
for benefits.

Fireman’s Pensionand Relief

DevelopmentofAnnual Required Contribution Under

ProjectedUnit Credit Funding Method for GASB 25

Employer, employee,andstatenormal cost
Estimated administrative expenses
Employee contributions ________

Net employer and state normal costs
[(1) plus (2) minus (3)] __________

7/1/04
Aggregate entry age

(1)
(2)
(3)
(4)

$ 407,614
5,628

115,789

297,453
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(5) Actuarialaccruedliability
(a) Active members $ 5,103,976
(b) Inactive members 12,941,375
(c) Total 18,045,351

(6) Actuarial value offund assets 3,476,692

(7) Unfundedactuarialaccruedliability
[(5)(c) minus(6)] 14,568,659

(8) Amortizationof actuarialaccrued
liability over 40 years
[(7) times .046272] 674,128

(9) Total employer and statecost
[(4) plus (8)] 971,581

(10) Estimatedstate contribution 349,450

(11) Totalemployercontribution

[(9) minus(10)] $ 622,131
Scheduleof Funding Status

Unfunded
Actuarial Actuarial Actuarial Actuarial UnfundedLiability
Valuation Valueof Accrued Accrued Funded Covered asaPercentof

Date Assets Liability Liability Ratio Payroll Payroll

7/1/97 $ 3,945,259 $ 15,028,252 $ 11,082,993 26% $ 1,251,898 885%
7/1/99 4,460,224 16,653,720 12,193,496 27% 1,362,460 895%
7/1/01 4,072,513 17,309,972 13,237,459 24% 1,454,817 910%
7/1/03 3,476,692 18,045,351 14,568,659 19% 1,654,125 881%

Scheduleof Employer Contributions

Ann~~LRgq~ired
Year Ending Contribution Actual Contribution Percentage Contributed

6/30/97 $173,121 $ 173,131 100%
6/30/98 529,020 185,239 35%
6/30/99 529,020 198,206 37%
6/30/00 600,390 212,080 35%
6/30/01 600,390 227,986 38%
6/30/02 645,846 245,085 38%
6/30/03 645,846 263,467 41%
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Policemen’sPensionand Relief

Development ofAnnual RequiredContributionUnder
ProjectedUnit Credit Funding Method for GASB 25

(1) Employer, employee,and state normal cost $ 515,778
(2) Estimatedadministrativeexpenses 5,628
(3) Employee contributions 150,022
(4) Net employerandstate normal costs

[(I) plus (2) minus(3)] 371,384

(5) Actuarialaccruedliability
(a) Activemembers $ 6,419,669
(b) Inactive members 14,247,298
(c) Total 20,666,967

(6) Actuarialvalue of fund assets 8,881,104

(7) Unfunded actuarial accrued liability

[(5)(c) minus (6)] 11,785,863
(8) Amortizationofactuarialaccrued

liability over 40years
[(7) times .046272] 545,361

(9) Total employerandstatecost

[(4) plus (8)] 916,745

(10) Estimatedstate contribution 379,863

(11) Total employer contribution

[(9) minus (10)] $ 536,882
Scheduleof Funding Status

Unfunded
Actuarial Actuarial Actuarial Actuarial UnfundedLiability
valuation Valueof Accrued Accrued Funded Covered asa Percentof

Date Assets Liability Liability Ratio Payroll Payroll

7/1/97 $ 7,539,342 $ 17,458,772 $ 9,919,430 43% $ 1,659,754 598%
7/1/99 8,917,439 17,938,530 9,021,091 50% 1,693,720 533%
7/1/01 9,114,415 19,158,075 10,043,600 48% 1,829,390 549%
7/1/03 8,881,104 20,666,967 11,785,863 43% 2,143,167 550%
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Scheduleof Employer Contributions

Annual Required
YearEnding Contribution Actual Contribution Percentage Contributed

Interest on net pension obligation (NPO)

Adjustmentsto NPO

Annual pensioncost

Employercontributions for the year endedJune30, 2006

Increase(decrease)to NPO

Net pension obligation(asset)at July 1, 2004

( 25,433)

31,674

611,381

608,039

( 3,342)

(339,665)

Net pension obligation(asset)atJune30,2006

Employee’s Pensionand ReliefFund

Schedulesof Funding Progress

$ 343,007

6/30/97 $ 213,249 $ 213,249 100%
6/30/98 504,069 213,249 42%
6/30/99 504,069 244,149 48%
6/30/00 470,081 261,239 56%
6/30/01 470,081 279,526 60%
6/30/02 527,609 299,093 57%
6/30/03 527,609 320,030 61%

The followingsummarizesthe changes in the net pension obligation(NPO):

Annual required contribution (ARC)for the year
endedJune30, 2006

Employees
Pensionand
ReliefFund

$ 605,140

Actuarial Unfunded Unfundedasa
Valuation Plan Accrued Accrued Funded Percentof

Date Assets Liability Liability Ratio Payroll Payroll

July 1, 1998 $ 20,779,869 $ 19,508,628 $(l,27l,24l) 106.52% $ 5,738,083 (22.15)%
July 1, 1999 21,423,244 20,148,565 (1,274,679) 106.33% 6,045,799 (21.08)%
July 1,2000 22,373,424 21,820,359 ( 553,065) 102.53% 6,649,840 ( 8.32)%
July 1,2001 23,139,686 23,239,107 99,421 99.57% 7,209,208 1.38%
July 1,2002 23,698,070 24,736,061 1,037,991 95.80% 7,651,974 13.57%
July 1,2003 24,430,332 26,264,966 1,834,634 93.01% 8,039,148 22.82%
July 1,2004 25,507,836 27,507,737 1,999,901 92.73% 8,166,525 24.49%
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Scheduleof Employer Contributions

Valuation Annual Required Actual
Date Contribution Contribution Shortfall

July 1, 1995 $ 349,473 $ 346,142 NA
July 1, 1996 341,860 360,218 NA
July 1, 1997 280,592 362,459 $( 81,867)
Julyl, 1998 179,602 320,996 (141,394)
Julyl, 1999 209,789 328,910 (119,121)
July 1, 2000 301,903 375,336 ( 73,433)
July 1, 2001 382,809 389,136 (16,327)
July 1, 2002 488,961 426,493 ( 62,468)
July 1, 2003 577,211 582,170 4,959
July 1, 2004 605,140 NA NA

Deferred CompensationPlan
The government offers its employees a deferred compensation plan created in accordancewith

Internal Revenue Code Section 457. The plan, available to all full-time government employees
at their option, permitsparticipantsto defer aportionoftheirsalaryuntil futureyears. The
deferred compensation is not available to participants until termination, retirement, death or
unforeseeable emergency. All amountsof compensation deferred under the plan, all property and
rights purchased with those amounts, and all income attributable to those amounts, property or
rights are held for the exclusive benefit of the participants and their beneficiaries.

Other PostemploymentBenefits
Upon termination from city service, an employeeworkingfor the Cityof Morgantownon June15,

1993, who subsequently retires from the city will be eligible to convert sick leave days in excess
of ninety (90) days but less than one hundred and eighty one (181) days as of June 15, 1993, to
health insurance upon his/her day of retirement at the rate of three (3) sick days for one (1) month
of single group medical insurance as carried by the city, or at the rate of four (4) sick days for one
(1) month of family group medical insurance as carried by the city. This benefit requires that
employees with such qualif~ying sick days put them into escrow for this benefit and forgo
collecting 1/3 day pay for each day of sick leave. By placingthese daysin escrow, city
employees as of the date of this amendment will have their sick day balance reduced to 90 days.
All employees hired subsequent to June 15, 1993, are not granted this option.
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7. Interfund Balances

Individual fund interfund receivable and payable balances atJune30, 2006for fund financial:

Due From Due to
Other Funds Other Funds

General Fund $ -0- $ 18,492

Special Revenue Funds
Board of Parks and Recreation -0- 121,706
Public library 10,372
Life and Health Fund -0- 675

Capital Project Funds
Capital reserve 335,766 -0-
Library excess levy II -0- 9,685
Tax increment financing -0- 71,504
Capitalprojects— Clay Battelle Branch -0- 710

Enterprise Funds
Airport fund -0- 144,474
Parking Authority -0- 28,073
Building Commission 49,181 -0-

$ 395,319

8. Contingent Liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected,may constitute a liabilityoftheapplicablefunds.

The amount, if any, of expenditures which may be disallowed by the grant or cannot be determined
at this time althoughthegovernmentexpects suchamounts,if any, to be immaterial.

Thegovernmentis adefendantin variouslawsuits. Althoughthe outcomeoftheselawsuits is not
presently determinable, it is the opinion of thegovernment’s counselthat resolutionofthese matters
will not have a material effect on the financial condition of the government.
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9. Restricted

Certain enterprise fund assets are restrictedfor repaymentoflong-termdebt. Reservednetassets
include the excess of assets over certain liabilities restricted for the debt serviceon revenue bonds.

10. Deficit Fund Balances

The Tax Increment Financing Fund had a deficit fund balance of $28,058.This deficit will be
eliminated as future tax revenuesfrom theCity’s two TIF Districts arereceivedandplannedtax
increment financingbondsareissued.

11. Debt ServiceCoverage

The debt service coverage factor for the Parking Authority has been calculated as follows for the
year ended June 30, 2006:

Total revenues $ 2,066,199
Less: Gain in market value of investments ( 7,720)
Adjustedgrossrevenues 2,058,479

Total expenses 2,136,600
( 78,121)

Add: Loss on sale of investments 6,056
Add: Depreciation expense 355,243
Add: Amortization of bond issue costs 3,355
Add: Interest on bonds 255,586

Amountavailablefor debt serviceandcapital expenditures $ 542,119

Maximum annual debtservice $ _441,580

Calculated debt service coveragefactor 1.23

Required debt servicecoveragefactor 1.10

Based on this calculation, it appearsthat the Parking Authority was incompliancewith the
provisions set forth in its bond ordinance as of June 30, 2006.
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12. Restatementof Net Assets

It was determined during our audit that the fund balance of the Board of Parks and Recreation
Commissioners Fund required restatement as follows:

Fund balance as previously presented $ (209,129)

Add: Understatement of cash account 9,709

Fund balance $ (j~4~Q)
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Special Capital
Revenue Project Total
Funds Funds (Memorandum Only)

ASSETS

Cash $ 296,180 $ 83,173 $ 379,353
Investments 2,013,295 73,614 2,086,909
Receivables (net of allowances for uncollectibles)

Accounts 28 5,914 5,942
Grants -0- 273,075 273,075

Due from!(to) other funds 10,372 ( 81,899) ( 71,527)
Prepaid expenses 43 -0- 43

TOTA..L ASSETS $ 2,319,918 $ 353,877 $ 2,673,795

LIABILITIES AND FUND BALANCES

Liabilities
Accountspayable $ 12,110 $ 229,132 $ 241,242
Accrued payroll and compensatedabsences 47,207 -0- 47,207

Total liabilities 59.317 229,132 288,449

Fund Balances
Reserved for unemployment 11,872 -0- 11,872
Unreserved 2,248,729 124.745 2~3i3,474

Total fund balances 2,260,601 124,745 2,385,346

TOTAL LIABILITIES AND FUND BALANCES $ 2,319,918 $ (353~877) $ 2.673,795

The accompanying notes are an integral part of the combining financial statements.
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Special Capital
Revenue Project Total

Funds Funds (Memorandum Only)

Revenues
Chargesfor services $ 54,014 $ -0- $ 54,014
Fines and forfeits 17,864 -0- 17,864
Interest 55,606 3,205 58,811
Donations 359,649 14,800 374,449
Taxes -0- 357,602 357,602
Intergovernmental:

Federal 616,246 323,563 939,809
State 474,982 -0- 474,982
County 220,000 15,000 235,000

Gain (loss)on investments 33,418 -0- 33,418
Other 1 108 109

Total revenues 1,831,780 714.278 2,546,058

Expenditures
Generalgovernment 8,362 4,055 12,417
Publicsafety 36,021 -0- 36,021
Cultureandrecreation 1,474,453 -0- 1,474,453
Community development 576,940 471,401 1,048,341

Total expenditures 2,095,776 475,456 2,571,232

(Deficiency)excessofrevenues(under)over
expenditures ( 263,996) 238,822 ( 25,174)

Other FinancingSources(Uses)
Operating transfers in 500,189 50,000 550,189
Operating transfers(out) ( 83,009) -0- ( 83.009)

Total other financing sources (uses) 417,180 50,000 467,180

(Deficiency)excessof revenuesandotherfinancing
sources (under) over expenditures and other
financing uses 153,184 288,822 442,006

Fund balance beginningofyear 2,107,417 (164,077) 1,943,340

Fund balance end of year $ 2.260.601 $ 124.745 $ 2,385,346

The accompanying notes are an integral part of the combiningfinancialstatements.
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Community Small
Coal Develonment Local Law Cities Library Dorsey’s

Severance Block Public Police Special Enforcement Block Expendable Knob Total
Fund Grant Lij~ry Forfeiture Grants Grant Grant Trust Escrow (MemorandumOnly)

ASSETS

Cash $ 26,864 $ 3,165 $ 170,188 $ 61,891 $ -0- $ 33,666 $ 393 $ -0- $ 13 $ 296,180
Investments -0- 79,765 952,235 -0- -0- -0- -0- 981,295 -0- 2,013,295
Receivables (netof allowances foruncollectibles)

Accounts -0- -0- 28 -0- -0- -0- -0- -0- -0- 28
Duefrornl(to) other funds -0- -0- 10,372 -0- -0- -0- -0- -0- -0- 10,372
Prepaidexpenses -0- -0- 43 -0- -0- -0- 43

TOTAL ASSETS $ 24~64 $ ~Z,2~Q $ L~L~ $ ~L&Q1~$ ~ $ ~ $ ~ $ 2~J~25.$ L~. $ 2~i2~2I~

LIABILITIES AND FUND BALANCES

Liabilities

Accountspayable $ -0- $ -0- $ 7,210 $ -0- $ -0- $ 4,900 $ -0- $ -0- $ -0- $ 12,110
Accrued payroll and compensated absences -0-..~.L3fi 45,077 -0- -0- .Q

Total liabilities -0- 2,130 52,287 -0- -0- 4,900 -0- -0- -0- 59,317

Fund Balances
Reservedfor unemployment -0- -0- 11,872 -0- -0- -0- -0- -0- -0- 11,872
Unreserved 26,864 80,800 1,068,707 61,891 -0- 28,766 393 981,295 13 2.248,729

Total fund balances 26.864 ~ 1,080,579 61,891 -0- 28,766 393 981,295 13 2.260,601

TOTAL LIABILITIES AND FUND
BALANCES $ Z4~86A $ ~ $ 61~ $ 0 $ ~ $ ~ $ 2~LZ9~.$ J~ $ ~

The accompanying notes are an integral part of the combining financial statements.
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Community Small
Coal Development Local Law Cities Library Dorsey’s

Severance Block Public Police ~p~cial Enforcement Block Expendable Knob Total
Fund Grant ~j~r~y Forfeiture Grants ~ Grant Ir~~it Escrow (MemorandumDniy)

Revenues
Charges forservices $ -0- $ -0- $ 54,014 $ -0- $ -0- $ -0- $ -0- $ -0- $ -0- $ 54,014
Finesand forfeits -0- -0- -0- 17,864 -0- -0- -0- -0- -0- 17,864
Interest 764 1,365 22,129 1,257 -0- 189 -0- 29,863 39 55,606
Donations -0- -0- 59,649 -0- -0- -0- -0- -0- 300,000 359,649
Intergovernmental:

Federal -0- 574,768 -0- -0- -0- 41,478 -0 -0- -0- 616,246
State 89,658 -0- 369,204 -0- 16,120 -0- -0- -0- -0- 474,982
County -0- -0- 220,000 -0- -0- -0- -0 -0- -0- 220,000

Gain(loss) on investments -0- -0- 7,233 -0- -0- -0- -0- 26,185 -0- 33,418
Other -0- -0- -0- -0- -0- -0- 1 -0- -0- 1

Total revenue 90,422 ~7~j~3 732,229 19,121 16,120 41,667 1 56,048 300~3~ 1,831,780

Expenditures

General government -0- 1,500 -0- -0- -0- -0- -0- 6,862 -0- 8,362
Public safety -0- -0- -0- 21,376 -0- 14,645 -0- -0- -0- 36,021
Culture and recreation -0- -0- 1,106,968 -0- 16,120 -0- -0- -0- 351,365 1,474,453
Communitydevelopment -0- 576,94~ -0- -0- -0- -0- -0- -0- -0- 576,940

Total expenditures -0- 578,440 1.106,968 21,376 16,120 14.645 6~44Z 351,365 2,095,776

(Deficiency)excessof revenues(under)
overexpenditures 90,422 ( 2,307) ( 374,739) ( 2,255) -0- 27,022 1 49jB~ ( 51,326) ( 263,996)
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Community Small
Coal Development Local Law Cities Library Dorsey’s

Severance Block Public Police 5p~cial Enforcement Block Expendable Knob Total
Fund Grant Library Forfeiture Grants Grant Grant Trust Escrow(MemorandumOnly)

Other Financing Sources(Uses)
Operating transfers in -0- -0- 476,114 -0- -0- -0- -0- -0- 24,075 500,189
Operating transfer (out) (83,009) -0- -0- -0- -0- -0- -0- -0- -0- ( 83,009)

Total other financing sources (uses) (83.009) -0- 476J14 -0- -0- -0- -0- 24.075 4 17.180

(Deficiency) excessof revenues and other
financingsources (under)overexpenditures
and other financinguses $ 7,413 $( 2,307) $ 101,375 $( 2,255) $ -0- $ 27,022 $ 1 $ 49,186 $(27,251) $ 153,184

Fund balance beginningof year 19,451 83,107 979,204 64,i4~ -0- 1.744 392 932j~ 27,264 2,107,417

Fund balance endofyear $ ~ $ ~ $ 1~Q~Q~2~$ 4i~49i $ ~4 $ ~L2~ $ 39~ $ ~ $ 13

The accompanying notesare an integral part of the combining financial statements.
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c~al ~al
Library Project Project Business
Excess CheatArea ClayBattelle Increment Improvement Total
Levy H Branch Branch Financing District (MemorandumOnly)

ASSETS

Cash $ -0- $ -0- $ -0- $ 37,532 $ 45,641 $ 83,173
Investments 19,641 -0- 53,973 -0- -0- 73,614
Accountsreceivable -0- -0- -0- 5,914 -0- 5,914
Grantsreceivable -0- -0- -0- -0- 273,075 273,075
Duefrom/(to) otherfunds ( 9,685) -0- ( 710) (71,504) 0~ (81.899)

TOTAL ASSETS $ ~9.95ñ $ ~ $ ~ $ (~~) $ ~L~1ft

LIABILITIES AND FUND BALANCES

Liabilities
Accountspayable $ -0- $ -0- $ -0- $ -0- $ 229,132 $ 229,132

Fund Balances
Unreserved 9.956 -0- 53,263 (28.058) 89.584 124,745

TOTAL LIABILITIES AND FUND
BALANCES $ , $ 9 $ ,~ $ (~~) $ ~21

The accompanying notes are an integral part of the combiningfinancialstatements.
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Capital Capital
Library Project Proiect Business
Excess CheatArea ClayBattelle Increment Improvement
Levy II Branch Branch Financing District (MemorandumOnly)

Revenues
interest $ 596 $ -0- $ 963 $ 1,429 $ 217 $ 3,205
Donations -0. -0- 2,660 -0- 12,140 14,800
Taxes -0- -0- -0- 314,988 42,614 357,602
Intergovernmental:

Federal -0- -0- -0- -0- 323,563~ 323,563
County -0- -0- 15,000 -0- -0- 15,000

Other -0- -0- 108 -0- 108
Total revenues 596 18.623 316,525 378,534 714,278

Expenditures
Generalgovernment 3,938 -0- -0- 87 30 4,055
Communitydevelopment -0- -0- 66,848 404.553 471.401

Total expenditures 3.938 -0- 66,935 404.583 475.456

(Deficiency)excessof revenues
(under)overexpenditures ( 3,342) 18,623 249,590 ( 26.049) 238,822

Other Financing Sources(Uses)
Operating transfersin -0- -0- -0- -0- 50,000 50,000
Operating transfers (out) -0- -0- -0- -0- -0-

Total otherfinancing sources(uses) -0- -0- -0- 50.000 50,000

Excess(deficiency)ofrevenuesand
otherfinancingsourcesover(under)
expendituresandotherfinancinguses ( 3,342) -0- 18,623 249,590 23,951 288,822

Fundbalancebeginningof year 13,298 34.640 (277.648) 65.633 (164.077)

Fund balanceend ofyear $ ~ $ ~ $ ~ $ ~ $ A~. $ 124.24-5

The accompanying notes are an integral part of the combining financialstatements.
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REPORT ON iNTERNAL CONTROL OVER F7NANCIAL
REPORTINGAND ON COMPLIANCE AND OTHER
MATFERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTSPERFORMEDIN ACCORDANCEWITH
GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Council
City of Morgantown
Morgantown, West Virginia

Wehave audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fundinformationofthe
City of Morgantown, West Virginia as of and for the year ended June 30, 2006, which
collectively comprise the CityofMorgantown, WestVirginia’s basic financialstatementsand
have issued our report thereon dated January 3, 2007. Weconductedouraudit in accordance
with auditingstandardsgenerally acceptedin theUnited StatesofAmericaandthe standards
applicableto financialauditscontained in Government AuditingStandardsissuedby the
Comptroller General of the United States.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the City of Morgantown, West Virginia’s
internal control over financial reportingin orderto determineour auditingproceduresfor the
purpose of expressing our opinions on the financial statements and not to provide an opinion on
the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarilydiscloseall mattersin the internal control that mightbe
material weaknesses.A material weaknessis a reportablecondition in which thedesignor
operation of one or more of the internal control components does not reduce to a relatively low
level the risk thatmisstatementscausedby errororfraud in amountsthatwould be material in
relation to the financial statements being audited may occur and not be detected within a timely
periodby employeesin the normal courseofperformingtheirassigned functions.WenOtedno
matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.
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ComplianceAnd Other Matters
As partofobtainingreasonable assuranceabout whether the CityofMorgantown, West
Virginia’s financial statements are freeofmaterialmisstatement,weperformedtestsof its
compliance with certain provisionsoflaws, regulations,contracts,and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However,providingan opinionon 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 disclosedno instancesofnoncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intendedsolely for the informationanduseof theMunicipal Officials of the Cityof
Morgantown, West Virginia, state and federal awardingagenciesandpass-throughentities,and
the West Virginia State Tax Department and is not intendedto be and should not be used by
anyone other than these specifiedparties. However, this reportis amatterofpublic record.

January 3, 2007
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLiCABLE TO EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH 0MB CIRCULAR A-133

The Honorable Mayor and Council
City of Morgantown
Morgantown, West Virginia

Compliance
Wehave audited the compliance of the City of Morgantown, West Virginia, with the types of
compliancerequirementsdescribed in theUS. OfficeofManagementandBudget(0MB)
CircularA-133ComplianceSupplementthat areapplicableto eachofits majorfederalprograms
for the year ended June 30, 2006. The City of Morgantown, West Virginia’s major federal
programs are identifiedin the summaryofauditor’sresults sectionoftheaccompanyingschedule
of findings andquestionedcosts. Compliancewith the requirementsoflaws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of the
City of Morgantown, West Virginia’s management. Our responsibilityis to expressan opinion
on the City of Morgantown, West Virginia’s compliance based on our audit.

We conductedourauditof compliancein accordancewith auditingstandardsgenerally accepted
in the United States of America; the standardsapplicableto financial auditscontainedin
Government AuditingStandards,issuedby the Comptroller GeneraloftheUnitedStates;and
0MB Circular A-133,AuditsofStates,Local Governments,andNon-Profit Organizations.
Thosestandardsand0MB Circular A-l33 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includesexamining,on a testbasis,evidenceabouttheCity ofMorgantown,
WestVirginia’s compliancewith those requirementsandperformingsuchotherproceduresaswe
considered necessary in the circumstances. Webelieve that our audit provides a reasonable basis
for our opinion. Our audit does not provide a legal determination on the City of Morgantown,
WestVirginia’s compliancewith those requirements.

In our opinion, the City of Morgantown, West Virginia, complied, in all material respects, with
the requirements referred to above that areapplicable to each of its major federal programs for
the year ended June 30, 2006.
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Internal Control Over Compliance
The management of the City of Morgantown, WestVirginia, is responsible forestablishingand
maintaining effective internal control over compliance with requirementsoflaws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered the City of Morgantown, West Virginia’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose ofexpressingouropinionon complianceand
to test andreport on the internal control over compliance in accordance with0MBCircular
A-133.

Our consideration of the internal control over compliance would not necessarily discloseall
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requirementsof laws,regulations, contractsandgrants caused by erroror fraud that would be
materialin relationto amajorfederalprogram being audited may occurandnot be detected
within a timelyperiodby employeesin the normal courseofperformingtheirassignedfunctions.
We notedno mattersinvolving the internalcontrol over complianceandits operation that we
consider to be material weaknesses.

This reportis intended solelyfor the information anduseof theMunicipal Officials ofthe Cityof
Morgaritown,West Virginia, stateandfederalawardingagenciesandpass-throughentities, and
theWestVirginia StateTax Departmentandis not intendedand shouldnot beusedby anyone
other than thesespecifiedparties. However, this reportis a matterofpublic record.

8~-~~w-’.&,

January3,2007
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CiTY OF MORGANTOWN, WESTVIRGiNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR ThE YEAR ENDED JUNE 30, 2006

A. Summary ofAudit Results

1. Theauditor’sreport expressesan unqualified opinion on thefinancial statementsof the City of
Morgantown, West Virginia.

2 No reportableconditionsweredisclosedduring theaudit ofthe financial statements and are
reportedin the report on compliance andinternal controloverfinancialreportingbased on an
auditof financial statements performed in accordance with GovernmentAuditing Standards.

3. No instances of noncompliance materialto the financial statements of the City of
Morgantown, West Virginia was disclosed during theaudit.

4. No reportableconditionsweredisclosed during theauditofthemajorfederalawardprograms
are reported in the reporton compliance with the requirements applicable to eachmajor
programand internalcontrol over compliancein accordancewith 0MB Circular A-133.

5. Theauditor’sreporton compliancefor themajorfederal awardprograms for the Cityof
Morgantown, West Virginia expressesan unqualified opinion.

6. Audit findings relativeto themajOrfederalaward programs for the CityofMorgantown,West
Virginia expressesan unqualified opinion.

7. The programs tested asmajorprograms were DepartmentofTransportation’sFederal Aviation
AdministrationAirport ImprovementProgramCFDA number20.106,Departmentof
Transportation’sFederal HighwayAdministrationHighway Planningand Construction Grant
CFDA number20.205andDepartmentofHousingand UrbanDevelopment’sCommunity
PlanningandDevelopmentProgramCFDA number14.218..

8. The threshold fordistinguishingTypesA andB programs was$300,000.

9. The entitydoesnot qualif~’as a low riskauditee.

B. Findings - Financial StatementsAudit

None
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CITY OF MORGANTOWN, WEST VIRGINIA
SCHEDULE OF FiNDINGS AND QUESTIONED COSTS (CONTD)

FOR THE YEAR ENDED JUNE30, 2006

C. Findings and QuestionedCosts - Major FederalAward Program Audit

UnitedStatedDepartmentofTransportation— FederalAviation Administration -.

Airport improvementProgram - CFDA 20.106- Fiscal YearEndedJune30,2O06,~
UnitedStatesDepartmentofTransportation — FederalHigh wayAdministration —

H%hwayPlanningandConstructionGrant - CFDA 20.205- FiscalyearEnded
June30,2006;UnitedStatesDepartmentofHousing andUrban Development—
CommunityPlanning andDevelopment— CommunityDevelopmentBlock Grant —
CFDA 14.218- Fiscal YearEndedJune 30,2006.

None
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CITY OFMORGANTOWN, WESTVIRGINIA
SCHEDULE OF EXPENDITURES AND FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2006

Accrued or Accruedor
Federal (Deferred) Receipts or Federal (Deferred)
CFDA Grant Revenue at Revenues Disbursem~~t~/Revenueat

FederalGrantor/Pass-Through Program Title Number Number July1, 2005 Recognized ~~j~es ~~302~6

Departmentof Transportation

National Highway Traffic SafetyAdministration
DepartmentofTransportation
Stateand Community Highway Safety 20.600 F04J805 $ -0- $ 1,626 $ 1,626 $ -0-
Stateand Community HighwaySafety 20.600 F05-I57INLOP-07 -0- 3,130 3,130 -0-
StateandCommunityHighwaySafety 20.600 FO5HSO8 -0- 2,470 2,470 -0-
Stateand CommunityHighway Safety 20.600 FO6HSO5 -0- 2,606 2,606 -0-

FederalAviation Administration
Airport ImprovementProgram 20.106 3-54-0015-1902 -0- -0- -0- -0-
Airport Improvement Program 20.106 3-54-0015-022-2004 -0- 366,986 366,986 -0-
Airport ImprovementProgram 20,106 3-54-0015-023-2004 -0- 2,688,728 2,668,728 -0-
Airport Improvement Program 20.106 3-54-0015-024-2005 -0- 899,306 899,306 -0-
Airport ImprovementProgram 20.106 3-54-0015-020-2003 -0- 3,477 3,477 -0-
Airport ImprovementProgram 20.106 3-54-0015-026-2005 -0- 2,577,343 2,577,343 -0-
Airport ImprovementProgram 20.106 3-54-0015-027-2006 -0- 74,940 74,940 -0-
SmallCommunities Air Service Department 20.930 2004-8-30 -0- 80,784 80,784 -0-

FederalHighwayAdministration
WestVirginia Departmentof Transportation—
Division of Highways
HighwayPlanning andConstructionGrant 20.205 TEA-0Q22(001)E -0- 386,273 386,273 -0-
HighwayPlanning and Construction Grant 20.205 TEA-0H22(001)E -0- 174,005 174,005 -0-

United StatesDepartment of Justice

Office ofJusticePrograms.BureauofJusticeAssistance
Edward Byrne Memorial Justice Assistance Grant 16.738 2005-DJ-BX-1700 -0- 41,478 41,478 -0-
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CITY OF MORGANTOWN, WEST VIRGINIA
SCHEDULE OF EXPENDITURES AND FEDERAL AWARDS (CONT’D)

FOR THE YEAR ENDED JUNE 30, 2006

Accrued or Accrued or
Federal (Deferred) Receiptsor Federal (Deferred)
CFDA Grant Revenue at Revenues Disbursements/Revenueat

Federal Grantor/Pass-Through Program Title Number Number July 1. 2005 Recognized Expenditures June 30, 2006

United StatesDepartment ofJustice (cont’d)

Office of JusticePrograms,Bureauof Justice Assistance—
Stateof West Virginia Divisionof CriminalJusticeServices
EdwardByrneMemorialFormulaGrant Program 16.579 06-512 $ -0- $ 112,000 $ 112,000 $ -0-
Edward Byrne MemorialFormulaGrant Program 16.579 06-DC-12 -0- 11,871 11,871 -0-

Office of JuvenileJusticeandDelinquencyPrevention,
Office ofJustice Programs
Juvenile Accountability IncentiveBlock Grant Program 16.523 2003-JB-BX-000l $ -0- 2,301 2,301 -0-
Enforcing UnderageDrinking Law Programs 16.727 O4UD130 -0- -0- -0- -0-

Corporation for NationalandCommunity Service

Retired andSeniorVolunteerPrograms 94.002 O4SRWVOO3 -0- 68,892 68,892 -0-

Departmentof HomelandSecurity

StateDomesticPreparedness Equipment Support Program 97.004 -0- 10,129 10,129 -0-
Assistance to Firefighters 97.044 EMW-2005-FG-15290 -0- 61,097 61,097 -0-

Department of Housing and Urban Development

Community PlanningandDevelopment, Departmentof
Housing andUrbanDevelopment
CommunityDevelopmentBlock Grant/EntitlementGrants 14.218 B-06-MC-54-0007 -0- 574,768 574,768 -0-

99



CITY OFMORGANTOWN, WESTVIRGINIA
SCHEDULE OF EXPENDITURES AND FEDERAL AWARDS (CONT’D)

FOR THE YEAR ENDED JUNE 30, 2006

Accrued or Accrued or
Federal (Deferred) Receiptsor Federal (Deferred)
CFDA Grant Revenue at Revenues Disbursements/Revenueat

Federal Grantor/Pass-Through Program Title Number Number ,~p~yj005 Recognized ~pg~4itures June30, 2006

Department of the Interior

National Park Service
West VirginiaDevelopmentOffice
OutdoorRecreation,Acquisition,Developmentand
Planning 15.916 O4LWCFO43O $ -0- $ 250,000 $ 250,000 $ -0-

Fish and Wildlife Service
StateofWest Virginia Department ofTransportation
PublicPortAuthority

Sport fishing and Boating Safety Act 15.622 R-9 -0- 100,000 100,000 -0-

Notesto ScheduleofExpendituresof FederalAwards

Note1 - Significant Accounting Policies
Theaccompanyingscheduleof federalawardsis asummaryof the activity ofthe City of Morgantown,WestVirginia’s federal award programs andpresentstransactionsthat would
beincludedin financialstatementsof the City of Morgantownpresentedon the accrualbasisofaccountingascontemplated by accounting principles generallyacceptedin the
United StatesofAmerica.
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CITY OF MORGANTOWN, WEST VIRGINIA
SUMMARY SCHEDULEOF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30, 2006

United Stated Department of Transportation — FederalAviation Administration — Airport
Improvement Program CFDA 20.106— Fiscal Year Ended June30, 2005; United States
Department of Transportation — Federal Highway Administration — Highway Planning and
Construction Grant — CFDA 20.205— Fiscal year EndedJune 30, 2005; United States
Department of HousingandUrban Development— Community Planned and Development—
Community DevelopmentBlock Grant — CFDA 14.218— Fiscal Year EndedJune 30, 2005.

No prior audit findings
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CiTY OF MORGANTOWN, WEST VIRGINIA
SCHEDULE OF PASSENGER FACILITY CHARGES

FOR THE YEAR ENDEDJUNE30, 2006

BalanceJune30,2005 $ 3,220

Revenues received:
Passengerfacility charges 33,709
Interest income 16

Disbursements:
CapitalProjects 33~935

BalanceJune30, 2006 $ 3,010

The accompanying independentauditor’sreportis an integral partofthis schedule.
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Consultants
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INDEPENDENTAUDITOR’S REPORT ONCOMPLIANCE

WITH REQUIREMENTS APPLICABLE TO THE PASSENGER
FACILITY CHARGES PROGRAM AND ON INTERNAL

CONTROLOVER COMPLiANCE

The HonorableMayor andCouncil
City ofMorgantown
Morgantown,WestVirginia

Compliance
Wehaveauditedthecomplianceofthe CityofMorgantown, West Virginia with thecompliance
requirementsdescribedin the Passenger Facility Charge Audit Guide forPublicAgencies, issued
by the Federal Aviation Administration (Guide), for its passenger facility charge program for the
year endedJune30, 2006. Compliance with the requirementsoflawsandregulations applicable
to its passenger facility charge programis the responsibilityofthe CityofMorgantown,West
Virginia’s management.Our responsibilityis to expressan opinionon the Cityof Morgantown,
WestVirginia’s compliancebasedon ouraudit.

We conductedour auditof compliancein accordancewith auditingstandardsgenerallyaccepted
in the United StatesofAmerica; the standards applicable to financial auditscontainedin
Government AuditingStandards,issuedby the Comptroller GeneraloftheUnitedStates;andthe
Guide. ThosestandardsandtheGuiderequirethatweplan andperform the audit toobtain
reasonableassuranceabout whethernoncompliancewith thecompliancerequirementsreferredto
abovethatcouldhaveadirectandmaterial effecton thepassenger facilitychargeprogram
occurred.An audit includes examining, on a test basis, evidence about the CityofMorgantown,
WestVirginia’s compliancewith thoserequirementsandperformingsuchotherproceduresaswe
considerednecessaryin thecircumstances.Webelievethat ourauditprovidesareasonablebasis
for our opinion. Our audit doesnot provide a legal determination ofthe City ofMorgantown,
WestVirginia’s, compliancewith those requirements.

In ouropinion,City ofMorgantown,WestVirginia complied,in all materialrespects,with the
requirements referred toabovethat are applicableto its passenger facilitychargeprogramforthe
yearendedJune30, 2006.

I ~
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City of Morgantown, West Virginia Page 2

Internal Control Over Compliance
The managementof the CityofMorgantown,WestVirginia is responsiblefor establishingand
maintaining effectiveinternal control over compliance with requirementsof laws and regulations
applicable to the passenger facility chargeprogram. In planningandperformingouraudit, we
considered the City of Morgantown, West Virginia’s internal control over compliance with
requirements thatcouldhavea direct andmaterialeffect on the passenger facilitychargeprogram
in orderto determine ourauditingproceduresfor thepurposeofexpressingouropinionon
complianceandto test andreporton the internal control overcompliancein accordancewith
Guide.

Our considerationoftheinternal controlovercompliancewould notnecessarilydiscloseall
matters in theinternalcontrol thatmight be material weaknesses. A materialweaknessis a
condition in which thedesignoroperationofoneormoreofthe internal controlcomponents
does not reduceto a relativelylow level the risk thatnoncompliance with applicable
requirementsoflawsandregulationsthat would be material in relation to thepassengerfacility
charge program beingaudited may occur and not be detected within a timely period by
employeesin thenormalcourseofperformingtheirassignedfunctions. We notedno matters
involving theinternalcontrol over complianceandits operationthatweconsiderto be material
weaknesses.

This reportis intended solely for the informationanduseoftheMunicipal Officials ofthe Cityof
Morgantown, West Virginiaandthe FederalAviation Administrationandis not intended to be
and shouldnot beusedby anyoneother than thesespecifiedparties. However, thisrestrictionis
not intendedto limit the distributionofthis report, whichis amatterofpublic record.

January3, 2007
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