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SpecialGrants

Local Law EnforcementGrant
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Library Expendable Trust
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Life andHealth Fund

Economic DevelopmentGrant

CapitalProjectsFunds
Capital Reserve Fund
Library ExcessLevy II

CapitalProject- Clay Battelle Branch
Tax Increment Financing

Business ImprovementDistrict

PROPRIETARYFUND TYPES

Enterprise Funds
Airport

Parking Authority
Building Commission

FIDUCIARY FUND TYPES

Policemen’s PensionandRelief
Firemen’sPensionandRelief

Employee’sRetirementandBenefit
Library Nonexpendable Trust

Library Endowment Fund
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iNDEPENDENTAUDiTOR’S REPORT

The HonorableMayorandCouncil
City ofMorgantown
Morgantown,WestVirginia

We haveauditedthe accompanyingfinancial statementsof the governmental activities, the
business-type activities,each major fundandthe aggregateremaining fundinformationof the City
ofMorgantown, West Virginia, asofand forthe yearendedJune30, 2007,which collectively
comprise theCity’s basicfinancialstatements aslisted in the tableof contents.Thesefinancial
statementsare the responsibilityofthe CityofMorgantown, WestVirginia’s management.Our
responsibilityis to expressopinionson thesefinancial statements basedon ouraudit.

We conductedour audit in accordancewith auditingstandardsgenerally acceptedin the United
StatesofAmericaandthestandards applicableto financial auditscontainedin Government
AuditingStandards,issuedby the ComptrollerGeneralofthe UnitedStates.Thosestandards
requirethat we planandperform theaudit to obtainreasonable assuranceaboutwhetherthe
financial statementsare freeofmaterialmisstatement. Anaudit includesexamining,on a test
basis,evidencesupporting theamountsanddisclosuresin the financialstatements.An audit also
includes assessing theaccountingprinciples usedandthe significant estimates made by
management,as well as evaluating theoverall financial statement presentation. We believe that
ourauditprovidesa reasonable basis forouropinions.

In ouropinion, thefinancial statementsreferredto above presentfairly, in all material respects,the
respectivefinancialpositionofthegovernmental activities,the business-typeactivities,eachmajor
fund,andtheaggregateremaining fund informationofthe CityofMorgantown, West Virginia,as
ofJune30, 2007,andthe respective changesin financial position, and, whereapplicable,cash
flows, thereoffor the year thenendedin conformity with accounting principles generally accepted
in theUnitedStatesofAmerica.

In accordancewith GovernmentAuditingStandards,wehavealsoissued our report dated March7,
2008, on ourconsiderationofthe CityofMorgantown, WestVirginia’s internal control over
financial reportingandon ourtestsofits compliance withcertainprovisionsoflaws, regulations,
contractsandgrantagreementsandothermatters. Thepurposeofthat reportis to describe the
scopeof ourtestingofinternalcontrol over financialreportingand complianceandthe resultsof
that testing, andnot to providean opinionon the internal control over financialreportingor on
compliance.That reportis an integralpart ofan auditperformedin accordance withGovernment
Auditing Standardsandimportant for assessing the resultsof ouraudit.
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The Honorable MayorandCouncil
City ofMorgantown Page2

Themanagement’sdiscussionandanalysison pages5 through 16 is not a requiredpartofthebasic
financial statements butis supplementaryinformation required by accounting principles generally
acceptedin the United StatesofAmerica. We haveapplied certain limitedprocedures, which
consisted principallyof inquiries ofmanagementregardingthe methodsofmeasurementand
presentationof the requiredsupplementaryinformation. However, wedid notaudit the information
andexpressno opinionon it.

The accompanying scheduleofexpendituresofpassengerfacility chargesis presentedfor purposes
ofadditionalanalysisasspecifiedin thePassengerFacility ChargeAudit Guidefor Public
Agencies,issuedby theFederalAviation Administration,andis not a required partofthe auditing
proceduresapplied in theaudit ofthe basicfinancial statementsand,in ouropinion,is fairly stated
in all material respectsin relationto the basic financialstatementstaken as awhole.

Our audit wasconductedforthepurposeofforming opinionson the financial statements that
collectively comprise the Cityof Morgantown,WestVirginia’s basic financialstatements.The
combiningandindividual nonmajorfund financial statements are presentedfor purposesof
additionalanalysisandarenot a required partof thebasicfinancial statements.The accompanying
scheduleofexpendituresoffederalawardsis presentedfor purposesofadditionalanalysisas
required byU.S. Office ofManagementandBudget Circular A-133,AuditsofStates,Local
Governments,and Non-ProfitOrganizations,and is also nota required partof thebasicfinancial
statementsofthe CityofMorgantown,West Virginia. Thecombiningandindividual nonmajor
fund financial statementsand scheduleof expendituresof federalawards have been subjected to the
auditing proceduresappliedin theaudit ofthe basic financial statementsand,in ouropinion,are
fairly statedin all material respectsin relationto thebasicfinancial statements taken asa whole.

8 ~ ~ c

March7, 2008

4



CITY OF MORGANTOWN,WESTV1RGINTA
MANAGEMENT’S DiSCUSSiON ANDANALYSIS

This sectionofthe CityofMorgantown’s annual financial report presents management’s discussionand
analysisoftheCity’s financialperformance during thefiscal yearendedon June30, 2007. Pleaseread it
in conjunction with theCity’s financial statements, whichfollow this section.

FINANCIAL HIGHLIGHTS

As reported in theCity’s government-wide statementofnet assets,total net assets increased$12.3
million, or23%, over the previous fiscalyear. Before transfers betweenactivities,net assetsof
governmentalactivities increased$5.7 million or 18%,while the net assetsofbusiness-type
activities increasedapproximately$6.6million, or29%, over the previousyear. A substantial
portion ofthis increasecan be attributed to the increase in netcapitalassetsof$10.7million, most
of which werefunding by grantsand contributions. Additionally, capital assets with a fair market
valueof $3.9million were transferred from governmentalactivitiesto theMorgantownBuilding
Commission, a business-typeactivity.

• Taxesand fee revenuegenerated$18.8million, which was$3.3 million more than theprior fiscal
year.Businessand occupation taxes account for approximately$2.4 of this increase.Theonly rate
increase wasin the fire servicefee,which wasincreased8% asofJanuary1, 2007. This increaseis
to be used solely for the constructionand equippingof a newNorthSidefire station andresulted in
a transferof$66,383to theBuilding Commissionfor this project during the current fiscalyear. An
additionalfire service feerateincreaseof 13%will be implementedin the subsequent fiscalyear.

• In theCity’s business-typeactivities,operatingrevenuesincreased $419,823,orapproximately9%,
over the previous fiscalyear,while operatingexpenses increasedby $500,853or 11%. The
ParkingAuthority andBuilding Commission reported operating incomeof$215,876and$391,338,
respectively.However, theAirport reportedan operating lossof ($730,805).

• In theGeneralFund, the revenues were$1,563,682,or8%, more than budgeted, while
expenditures, including transfers,were$853,596,or4%, lessthan budgeted. The General Fund
reportedan excessofrevenues over expendituresof$l,468,139for a net increase in fund balance
of the sameamount. While the fundbalancein the General Fund at the beginningofthe yearis
reported at$3,993,094,only $949,139was availablefor appropriationfor budgetpurposesdueto
themethodusedby the Cityto determine its carryover which recordstax revenue in theperioddue
ratherthanin the period for which the taxes areapplicable.

• The City transferredslightly more than$3 million to theCapitalReserve Fund from the General
Fund.Of theamounttransferredfrom theGeneral Fund during the currentyear,$2.3 million came
from one-time businessand occupation taxeson majorconstruction projects,andthe balance
resultedfrom greaterthanexpectedcollectionofregularB&O andother taxes.
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CiTY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DISCUSSTONAND ANALYSIS (CONT’D)

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual reportconsistsoffourparts—management~ discussionand analysis(this section), thebasic
financial statements,requiredsupplementaryinformation,andan optionalsectionthat presentscombining
statementsfor non-majorgovernmentalfunds. The basic financial statements include twokinds of
statementsthatpresentdifferent viewsoftheCity:

Thefirst two statements aregovernment-widefinancial statementsthatprovideboth long-termandshort-
term information about theCity’s overall financial status. The remaining statements arefundfinancial
statementsthat focuson individualparts ofthe Citygovernment,reporting operationsin more detailthan
the government-widestatementsandincludegovernmentalfunds,proprietaryfunds,andfiduciaryfunds.

• Thegovernmentalfundsstatementstell howgeneralgovernmentservicessuch as public safetyand
public workswerefinancedin the short-term, as well aswhat remainsfor futurespending.

• Proprietaryfundsstatementsoffer short-andlong-termfinancialinformationabout the activities
the City operateslike businesses, such as themunicipalairport andparkingauthority.

• Fiduciaryfundsstatementsprovide information about thefinancialrelationshipsin which the City
acts solely as a trusteeoragent for the benefitofothersto whom the resourcesin question belong,
such as thethreepensionplansadministered by theCity.

The financial statementsalsoinclude othernotesthat explainsomeofthe information in the financial
statementsandprovide moredetaileddata. In additionto these required elements,thereis also a section
with combiningstatementsthat providedetailsaboutnon-majorgovernmental funds, eachof which are
addedtogetherandpresentedin a single columnin thebasicfinancialstatements.
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CITY OF MORGANTOWN, WESTViRGINIA

MANAGEMENT’S DISCUSSiON AND ANALYSIS (CONT’D)

The following is a summaryofthemajorfeaturesoftheCity’s financial statements, including the portion
ofCity governmenttheycoverandthetypesofinformation theycontain:

Government-wide
Statements J GovernmentFunds ProprietyFunds Fiduciaryfunds

Scope Entire Citygovernment
(exceptfiduciary funds)

The activitiesof theCity
that arenotproprietaryor
fiduciary, such aspublic
safety, publicworks, and
parks

Activities the Cityoperates
similar to private businesses such
as theAiiport and Parking
Authority,

instances in whichtheCity
is thetrusteeoragent for
someoneelse’sresources,
such astheCity’s three
pension plans

Required Financial
Statements

Statementof net assets
Statementof activities

Balance sheet
Statementof revenue,
expenditures, and changes
in fundbalances

Statementofnet assets
Statementofrevenues,expenses,
andchangesin net assets
Statementof cashflows

Statementof
fiduciary net assets
Statementofchangesin
fiduciary net assets

AccountingBasis
andMeasurement
Focus

Accrual accountingand
economic resources
focus

Modified accrual
accountingand current
financialresourcesfocus

Accrualaccountingand
economicresourcesfocus

Accrual accounting and
economic resourcesfocus

Typeof
Asset/Liability
Information

All assets andliabilities,
both financialand
capital, short-termand
long-tenn

Only assetsexpectedto be
consumed andliabilities
that come due duringthe
yearorsoonthereafter; no
capitalassetsincluded

All assets andliabilities, both
financialandcapital,short-term
and long-term

All assets andliabilities,
both short-ten,iandlong-
term;can includecapitalas
well as financial assets

Type of
Inflow/Oufflow
lnfonnation

All revenuesand
expenses during the
year,regardlessof when
cashis receivedorpaid

Revenuesfor which cashis
receivedduringorsoon
after the endoftheyear;
expenditures whengoods
and services havebeen
receivedand payment is
dueduring the yearorsoon
thereafter

All revenuesandexpenses
during the year,regardlessof
whencashis receivedor paid

All revenues and expenses
duringthe year, regardless
of whencashis receivedor
paid

Government-Wide Statements

The government-widestatementsreportinformationaboutthe City as a whole using accounting methods
similar to thoseusedby private-sectorcompanies.The statementofnet assets includesall oftheCity’s
assetsandliabilities, but does not include thoseofthefiduciary funds.Thestatementof activities includes
all oftheCity’s current year revenuesandexpenseson a full-accrualbasis.

Thetwo government-widestatements report theCity’s net assets--the differencebetweenassets and
liabilities—andthe changein net assets. Net assetsandthe change thereinis onewayto measurethe
City’s financial healthorposition:

• Over time,increasesordecreasesin net assets arean indicationofwhethertheCity’s financial
healthis improving ordeteriorating,respectively.

• However, toassesstheoverall healthoftheCity, additionalnon-financial factors,suchaschanges
to theCity’s economicor tax base must be considered.
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CiTY OFMORGANTOWN, WESTVIRGINIA
MANAGEMENT’S DISCUSSIONAND ANALYSIS (CONTD)

TheCity’s government-widefinancialstatements aredivided into two categories:

• Governmental activities— Most oftheCity’s basicservicesareincludedhere,suchas police,fire,
public works,parks,and generaladministration.Chargesfor servicesfinanceapproximately30%
oftheseactivities,while thevarioustaxesandfeescover approximately 61%. Theremaining20%
is financedprimarilyby grantsandinvestmentincome.

• Business-typeactivities— TheCity’s parkingfacilities, municipalairport,and the leasing activities
to its governmental activitiescomprise the business-typeactivities. Chargesfor servicesare
expectedto cover thefull cost of operationsoftheseactivities,including capital maintenance.

FundFinancialStatements

The fund financialstatementsprovide more detailed information about theCity’s most significant funds—
not the City as awhole. Funds are accountingdevicesthat the Cityusesto keeptrackof specific sources
offunding andspendingfor particularpurposes. Somefundsare required bystatelaw, bondcovenants, or
grantagreements.Other funds maybeestablishedto controlandmanage moniesfor particular purposes
andto show that suchdesignatedrevenues areproperlyused.

The Cityhasthreekinds of funds asfollows:

• GovernmentalFunds— Includedin theCity’s governmental funds are the General Fund, special
revenuefunds,andcapital reservefunds. Thesefunds are used to accountforthe City’s basic
financialservicesandprovidea detailed, short-termview. The focusis on how cashandassets that
can readily beconvertedto cashflow in and outandthe balances left at fiscal yearendthat can be
appropriated.Because this information does not include theadditionallong-term focusofthe
government-widestatements,reconciliationis presentedat theendof the governmental funds
statementsthat detail thedifferencesbetween thetwo focuses.

• Proprietary Funds— Activities for which userchargesaremadeand which are expected to cover
thecostof theservicesprovided are reportedin proprietary funds.Proprietaryfunds provide both
long- andshort-term financial information and are presentedon thefull-accrualbasisof
accounting.TheCity’s proprietaryfundsareits three enterprisefundsestablishedfor the Parking
Authority, Airport, andtheBuilding Commission. These funds are the same as theCity’s business-
typeactivities,but the fund statementsprovidemoredetail andadditionalinformation, including
informationon cashflows.
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CITY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DiSCUSSiONAND ANALYSIS (CONT’D)

• FiduciaryFunds— The City is the trustee,or fiduciary, for thethreepension plans it
administrates—the policemen’s pension,firemen’spension,andthe civilian employees’pension
plans. It is also responsible for other assetsthat, becauseofa trust arrangement, can only be used
for thetrust beneficiaries. The Cityis responsible for ensuringthat the assets reportedin these
fundsare used fortheirintended purposes.All oftheCity’s fiduciary activitiesare reported in the
statementoffiduciary net assetsandthe statementofchangesin fiduciary net assets. These funds
arenot includedin theCity’s government-wide financial statementsbecausethe City cannot use
these assetsto financeits operations.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net Assets

Thefollowing summarizesthe changein net assetsfrom the previous fiscal year:

City of Morgantown
Comparative Net Assets

FYE 6/30/06 FYE 6/30/07 % Change
Assets

Currentassets $ 14,479,988 $ 17,528,046 21.05%
Capital assets 56,759,779 67,502,409 18.93%
Otherassets 2,361,685 2,333,853 -1.18%

Total assets 73,601,452 87,364,308 18.70%

Liabilities
Currentliabilities 4,380,961 4,652,624 6.20%
Long-term liabilities 14,859,758 16,075,710 8.18%

Total Liabilities 19,240,719 20,728,334 7.73%

Net assets
Invested in capital assets 45,310,979 55,308.072 22.06%

TheCity’s combinednet assetsincreased$12.3million, or 22.58%, over the fiscal year endedJune30,
2006. This comparesto an increaseof$9.1 million during theprior fiscalyear. Totalassetsincreased
18.7%,while total liabilities increased7.73%. It shouldbe notedthat a restatementofbeginning net assets
in theamountof $1,468,245wasmadeto record the net pension obligationfor theCity’s threepension
funds asofJune30, 2006.
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CiTY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DISCUSSIONAND ANALYSIS (CONTD)

Changesin Net Assets

In the governmentalactivities,total net assetsincreased$1.68million, while total net assetsin the
business-typeactivities increased$lO.6million. Includedin the net assetsofgovernmentalactivities is the
remaining50 acresofthe DorseyKnob Parkproperty,valued at nearly$1 million, that was acquiredfrom
the greater Morgantown CommunityTrust. Partof the increasein business-type net assets resulted from
thetransferof thenewly-constructedmarinafacility, with a valueof$3.9 million, from a governmental
activity to the BuildingCommission(a business-type activity).In addition, landandimprovements witha
fair market valueof $1.3 million weredonatedby theMonongaliaCounty Commissionand West Virginia
University for the constructionof the North Side firestation. The remainderofthe increasein net assets
ofbusiness-typeactivitiescan beattributedto the capital grants received by the Airport.

GovernmentalActivities

Revenues for theCity’s governmental activitieswere$32.3 million, including $18.8 million generated
from taxesandlicenses,$4.6 million from chargesfor services (includesfines),and $9.1 million from
grantsandcontributions.The following chart depicts a more detailed breakdownofthe revenuesofthe
City’s governmental activities:

Governmental Activities
Revenue

(FY07 - $32.3 million)

Other Taxes &
Licenses

12%

Charges for Operating Grants
14%

Property Taxes
9%

Capital Grants
11%

B&O Taxes
38%
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CiTY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DISCUSSIONAND ANALYSIS (CONTD)

Dueto the healthy economicconditionsin Morgantownandthe surrounding areas, taxandlicense revenue
(excluding the one-timeconstructionbusinessand occupation tax revenue)in the governmental activities
hasincreasedatan averageover 10.6%per year over the past fiveyears.This hasbeenaccomplishedwith
few changesin tax ratesorservicefees. The most significantrateincreases werein thehotel occupancy
tax ratein FY06and the 8% fire service fee increasein FY07. The following graph depicts the growthin
theCity’s revenuefrom taxesandlicenses, excluding the one-timeconstructionB&O tax revenuethat is
eannarkedfor CapitalReserveFund:

Expensesofthe governmentalactivitieshavealsoincreasedat a steadyrateover the pastfouryears,
averagingapproximately 9% peryear. Dueto the growthin theCity’s on-going revenues citedabove,City
Council hasbeenableto give employeesa costof living increase each yearfor the pastthirteenyearsand
has kept employee contributions for the health plan unchanged. The following chart depicts the breakdown
oftheCity’s expensesfor governmental activitiesfor the currentyear:

Governmental Activities
Expenditures by Object
(FY07 - $27.6million)

Culture & Recreation
17%General Government

12%

Streets &
Transportation

11%

Community
Development

17%

Public Safety
34%

fit Payments
9%
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CiTY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DISCUSSIONAND ANALYSIS (CONT’D)

Business-Type Activities

Service revenuein theCity’s business-type activities increased $399,307,or 8.7%,while total expenses
increased $486,644,or9.2%. This resultedin an overall deficit of($771,993)beforegrantrevenueand
other non-operatingrevenues.

The Parking Authority reportedan increasein operatingrevenueof4.5% over the previous yearandwas
ableto keepexpensesat a modest1.3%increase.The netoperatingincome reported by theParking
Authority in the fundfinancial statementswas$215,876,anincreaseof$113,698over the previousyear.

Airport chargesfor servicesand fuelsalesincreased13%,while expenses increased18%. Priceincreases
in utilities andfuel, alongwith increased spendingon marketingandmaintenance account for muchofthis
increase. Furthercompoundingthis situation,the Airport experienceda changein the commercialair
carrier, routesandschedules, for thesecondtime in two years,and was, in fact,without commercial air
service fora briefperiodoftime. The Airport reportedan operatingdeficit of($730,805)in the fund
financial statements beforenon-operatingrevenueandtransfers;however,thedepreciationof capital assets
includedin operatingexpensestotaled$668,940. Transfersfrom otherfunds andthe one-time saleofcoal
reserves covered the remaining shortfalland allowed foran overall increasein cashflow.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As the City completed the currentyear,the governmental funds reported a combined fundbalanceof$11.5
million, an increaseof$2.1 million over the previousyear. Almost 70%ofthis increaseis attributableto
the increasein the GeneralFund.

The fund balancein theGeneralFundincreased$1.46 million to $5.46million. However, the balance
availablefor appropriationin thesubsequentfiscal year was calculated at$1,572,008as City management
preparesits budget ona basisthat recognizestax revenuewhen the taxis dueto be received,ratherthan in
the period for which the taxes areapplicable.

The EconomicDevelopmentGrantFundis a specialrevenuefundusedto account for theactivity from
threegrantsawardedthroughthe WV Economic Development Fundtotalingover $21 million. The
projectsfundedby these grantfundsinclude the EventCenterandMarina in theWharfDistrict, the first
phaseofthe Square atFalling Run,which entailspropertyacquisitionandthe demolitionofseveralsub-
standardhousingunits near theWVU campus,and the National Biometric Security Project.Duringthe
year, grantfunds totaling$2.7wereusedto completeconstructionof the Marina in theWharfDistrict,
with another$200,000spenton engineering,project management,andcontracted servicesforother
projects. Uponcompletionofthe Marinafacility, the Citytransferredthepropertyto the Morgantown
Building Commission inApril, 2007.
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CiTY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DISCUSSIONAND ANALYSiS (CONTD)

Includedin theCity’s capital project funds are the TaxIncrement Financing(TIF) Fund and the Business
ImprovementDistrict (BID) Fund. Two TIF districtshave beenestablishedby City Council andapproved
by the WV DevelopmentOffice:

District #1: Falling Run Development/Redevelopment District
District #2: TheRiverfrontDevelopment/RedevelopmentDistrict

TheTIF Fundis usedto accountfor all propertytaxesdesignatedasTIF propertytaxes and restrictedfor
usein that specificTIF district, as well as anyactivity relatingto the issuanceofTIF bonds. Tax
increment revenue bondsin the amountof $6,180,000 wereissuedin December,2006,for the construction
of a parking garagein the RiverfrontDistrict. These bonds are not backedby the full faith andcreditof
the Cityof Morgantown,and,consequently are notincludedas a liabilityin the financial statements. The
City receivedtotal TIF propertytaxesof$538,125in fiscal year2007, andexpended$330,621,primarily
for debt serviceon the tax increment revenuebondsdescribedpreviously.

TheBID Fundis used to account for the activityin fourestablishedbusinessimprovementdistrictscreated
to renovateandimprovedifferentsectionsofHigh Street.These projects arefundedby assessmentson the
property ownersin thedistrict, contributions,Federal transportationgrants,andCity funds. As the fourth
district wasjust establishedin this fiscal year,assessments have not yet begunforthis district. Total
assessmentsanddonationsin the current year were$89,349, contributionsfrom theCity’s Capital Reserve
Fund totaled$434,845,andFederalgrantstotaled$447,988. Expenditures duringFY07 were$1.1 million,
andtheimprovementsin thefirst two districts that totaled over$1.5 million were completedin December,
2006.

In thespecialrevenuefunds,theBoardofParksandRecreation Commissioners (BOPARC) reported a
22% increasein service revenueanda 39% increasein expendituresover the previousyear. However,
nearly$700,000oftheexpenditureswerefor capitalassets, fundedby contributionsfrom theCity’s
CapitalReserveFund. Totalfunding from theCapitalReserve Fund was$807,659,a 33% increase over
the previousyear’sfunding. Additional capital assets totaling nearly$300,000werefundedby capital
leases. Additions duringthe year included vehicles, a dasher boardsystemat the IceArena,
improvementsto parksand ball fields,and majorrenovationsandconstruction at the Wiles Hill Senior
Recreation Center, which was placedin July, 2007.
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CiTY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DISCUSSIONAND ANALYSIS (CONTD)

General FundBudgetaryHighlights

Over thecourseof theyear,City Council revised theCity’s generalfund budgetthreetimes.Thesebudget
revisions fall intotwo categories:

• Amendmentsandsupplemental appropriationsapprovedshortlyafterthe beginningofthe yearto
reflect theactualbeginningaccountbalances (adjusting the estimated amounts in thebudget
adoptedin March,2006.)

• Revisions madeduring the yearto account foradditionalrevenuereceivedand to increase
appropriationsto prevent budget overruns.

Even with theseadjustments,actualexpenditures,including transfers,were$853,596below finalbudgeted
amounts,while revenueswere$1,563,682above thefinal budgeted amounts. Theadditionalrevenues were
duemainly to better-than-expected businessandoccupation tax collections and arateincreasein the hotel
occupancytax.

CAPITAL ASSET AND DEBT ADMINiSTRATION

~p~alAssets

At theendof fiscal year2007,the Cityhad $96.7million invested in capital assets, with$67.5million
invested netofaccumulated depreciation.These assets include several buildings, fireandpolice
equipmentandvehicles,heavy equipmentandvehicles usedin public works,parkingfacilities, andparks
andrecreationalfacilities. This amountrepresentsa net increaseof$10.7million over the previousyear.
Major additionsduring the yearincluderunway improvements at theAirport, several new policecruisers,
sidewalks,andthefirst two phasesoftheHigh Streetrenovation,the Marinafacility, the Wiles Hill Senior
RecreationCenter,the NorthSidefire stationproperty,andtheremaining50 acres at DorseyKnob Park.

Long-termDebt

The beginning net assetsofthe governmentalactivitiesweredecreasedby $1,468,245to include the net
pension obligation(NPO)oftheCity’s threepension funds atJune30, 2006. Thetotal additionto the
NPO for the current year was$1,508,341.
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CiTY OF MORGANTOWN,WESTVIRG1NIA
MANAGEMENT’S DISCUSSIONAND ANALYSIS (CONT’D)

At theendof theyear,the City had$12,194,337in long-termrevenue bonds, notespayable,andcapital
leases.This wasa netdecreasefrom the previous yearof$365,056. Aside from theTIF revenue bonds
that are notincludedas liabilitiesin the financialstatements,the only new debtissuedwas$288,026in
capital leases forBOPARC equipment.Principal paymentson all debt totaled$653,082.More
informationon outstanding debtcanbe found in Note5 ofthe Notesto Financial Statements.

As reported in Note11 of the Notes toFinancial Statements,the Parking Authority met the110%coverage
ratio required inits 2002 bondordinance.The debt servicecoveragefactor was1.8 for the currentyear,
comparedto 1.23 for the previousyear.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET RATES

Thetotal General Fund budgetis expectedto increaseapproximately 4% for fiscal year2008, andforthe
first time in historyexceed$20million. TheFY08 budget will includea 3.5% costof living adjustment
for employees,increasein fuel andutility costs,a newhousinginspectoranda complianceofficer in the
CodeEnforcement Department,and oneadditional full-timeEvidence Technicianin the Police
Department.Basedon informationsubmittedregarding currentconstructionprojects,a slight decreasein
the one-time businessandoccupationtax revenuesis projected inFY08, with a budgetedamountof$2.1
million, comparedto theactualrevenues collectedof$2.3 million in FY07. This revenue sourceis
expectedto increaseto $2.4 million in fiscal year2009 as severalmajorprojectsthat are currentlyin the
planning stage beginconstruction.

City officials will implementan additionalincreasein fire servicefeesof 13%asofJuly 1, 2007.The
proceedsfrom this increase,along with the increaseof8% implemented inFY07, will be usedto service
the debton a $3.6million revenuebondexpectedto be issuedin fiscal year2008for the constructionof
the newNorthSide fire stationto be constructedon land donatedby West Virginia Universityandthe
MonongaliaCountyCommissionduring FY07.

Two additionaltax incrementfinancingrevenue bonds will beissuedin the next fiscalyear. A bond in the
amountof$3 million will be issuedfor theFalling Run District for project infrastructurecosts. Another
$8.6 million bondwill be issuedfor the RiverfrontDistrict, with the guaranteed by thefull faithand credit
ofthe CityofMorgantownandwill, therefore,not beincludedas liabilitieson theCity’s financial
statements.A third tax incrementfinancingdistrict, for the area adjacentto West Virginia University
known asSunnyside,is currentlyin the planningstages.
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CITY OF MORGANTOWN,WESTVIRGINIA
MANAGEMENT’S DiSCUSSiONAND ANALYSiS (CONT’D)

Althougha substantial lossofFederalgrant fundingis expectedin the Airport Improvement Program due
to the declininglevel of air passengers, otherimprovementsat the Airportpropertyare expectedto get
underway. Federal andStatefunding for anaccessroadto the Airport IndustrialParkhas beenannounced
that will openthe doorfor theconstructionofa newNational Guard Readiness Center, as well as other
facilities.

With the growthofCity government,the capacityand utility of theexistingCity Hall has been exhausted.
To remedythis situationandprovide more efficient servicein thefuture,the City will beginescrowing
monies fora new CityHall facility duringFY08 at theplannedrateof$500,000per year for the next five
years,providinga sizabledownpaymenttowardtheprojectand reducing theamountofborrowingthat
will be required.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial reportis designedto provide citizens, taxpayers, customers,andcreditorsofthe Cityof
Morgantown with ageneraloverviewoftheCity’s financesandto demonstrate theCity’s accountability
for the money itreceives. If you havequestionsabout this report or needadditionalfinancial information,
contactthe CityofMorgantown, Finance Director,389 SpruceStreet, Morgantown,WV 26505.
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CiTY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OFNET ASSETS

JUNE30, 2007

Business
Governmental Type

Activities Activities Total

Assets
Cash $ 6,545,948 $ 956,910 $ 7,502,858
Investments 2,923,471 661,242 3,584,713
Receivables 4,814,047 1,454,504 6,268,551
Internalbalances 18,370 ( 18,370) -0-
Inventory 46,903 49,981 96,884
Prepaid expenses 13,876 61,164 75,040
Restricted assets -0- 1,660,627 1,660,627
Capital assets, net 25,860,397 41,642,012 67,502,409
Unamortizedbonddiscountandissuecosts -0- 673,226 673,226

Total assets 40,223,012 47,141,296 87,364,308

Li abilities

Accountspayable 1,825,371 1,488,572 3,313,943
Accrued payroll 451,244 35,409 486,653
Prepaid revenues -0- 52,500 52,500
Long-termliabilities
Duewithinoneyear 105,357 694,171 799,528
Due in more than one year 4,770,193 11,305,517 16,075,710
Total liabilities 7,152,165 13,576,169 20,728,~4

NetAssets
Investedin capital assets, netofrelateddebt 25,504,781 29,803,291 55,308,072
Restricted -0- 1,660,627 1,660,627
Unrestricted ~6 2,101,209 9,667,275

Total Net Assets $ 33.070,847 $ 33,565,127 $ 54~635,974

The accompanying notes arean integralpartofthis statement.
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CiTY OF MORGANTOWN,WESTVIRGINIA
STATEMENTOF ACTIVITIES

FOR THEYEAR ENDING JUNE30, 2007

NET (EXPENSES)REVENUES
PROGRAM REVENUES AND CHANGESIN NET ASSETS

çj~gg~ ~pg~jn ç~pj~l Business
For Grantsand Grantsand Governmental ~

Functions/Programs ~pgj~~es Services Coninbutions Contributions Activities Activities ~

GovernmentalActivities
Generalgovernment $ 3,203,456 $ 306,805 $ -0- $ -0- $( 2,896,651)$ -0- $( 2,896,651)
Public safety 9,652,619 2,713,740 188,192 -0- ( 6,750,687) -0- ( 6,750,687)
Highwaysand streets 2,948,497 -0- -0- -0- ( 2,948,497) -0- ( 2,948,497)
Communitydevelopment 4,627,030 9,600 384,825 3,646,266 ( 586,339) -0- ( 586,339)
Culture andrecreation 4,676,432 1,556,455 1,064,768 30,380 ( 2,024,829) -0- ( 2,024,829)
Benefits payments 2.502,006 -0- 2.914.810 -0- 412.804 -0- 412.804

Total governmentalactivities 27.610.040 4.586.600 4,552.595 3.676.646 (14,794,199) -0- (14,794.199)

Business— TypeActivities
Airport 3,080,316 2,242,386 101,300 5,326,744 -0- 4,590,114 4,590,114
Parking 2,109,891 2,073,313 -0- -0- -0- ( 36,578) ( 36,578)
Buildingcommission 562.197 664,712 -0- ______ -0- 102.515 102.515

Total business— type activities 5.752.404 4,980,411 1QL~3QQ 5,3~74.4 -0- 4.656.051 4,656.051

Total $ 3~3,362.444$ 9~56L13~US 4A53.&95 S 2,00.3~.390 (14,294.199) 4.656.051 (10.138.148)

GeneralRevenues
Taxesandlicenses 18,525,738 -0- 18,525,738
Franchisefees 282,046 -0- 282,046
Interestandinvestmentearnings 577,582 153,962 731,544
Donationsofcapitalassets 997,935 1,365,600 2,363,535
Gain (loss)on disposalof capitalassets ( 47,596) 377,779 330,183
Miscellaneous 163,704 16.639 180,343

Total general revenues 20.499.409 1.913~,9~Q22.413.389

Changein net assets 5,705,210 6,570,031 12,275,241
Operatingtransfersin (out) ( 118,820) 118,820 -0-
Transferofcapitalassets ( 3,903,845) 3,903,845 -o-
Net assets— beginning- restated 31.388.302 22.972,431 54.360,733

Net assets— ending $ ~ ~ 33.56~i12J$ ~

The accompanying notes arean integralpart ofthis statement.
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CiTY OF MORGANTOWN,WESTVIRGINIA
FUND BALANCE SHEETS
GOVERNMENTAL FUNDS

JUNE30, 2007

Board of I,Jfg~d Economic Qthci Total
Genera) Parks and Hg~jfh ~pJfaI j2gyglopmentGovernmental Governmental

Recreation Fund Reserve Grant Funds Funds

ASSETS

Cash $ 1,860,504 $ 314,780 $ 539,407 $ 2,718,892 $ 29,710 $ 1,082,655 $ 6,545,948
Investments -0- -0- -0- 553,755 -0- 2,369,716 2,923,471
Receivables,netof allowances:

Taxes 3,757,389 -0- -0- -0- -0- -0- 3,757,389
Accounts 301,088 -0- -0- -0- -0- 47,392 348,480
Other 173,429 13,551 10,209 -0- -0- -0- 197,189
Grants 30,446 -0- -0- -0- -0- 45,846 211,678

Duefrom/(to)otherfunds 7,708 -0- 11,088 155,081 135,386 ( 113,044) 18,370
Inventory 46,903 -0- -0- -0- ( 42,463) -0- 46,903
Prepaidexpenses 12,051 -0- -0- -0- -0- 1.825 13.876

TOTAL ASSETS $ ~ $ ~ $ ~ $ ~j2~ $ 122.613 $ 142./1~29~)$ 1~4~.fRI2.3~c)4

LIABILITIES AND FUND BALANCES

Liabilities
Accountspayable $ 198,060 $ 167,118 $541,538 $ 259,884 $ 92,923 $ 565,848 $ 1,825,371
Accruedpayroll and compensatedabsences 312,160 77,735 -0- -0- -0- 61,349 451,244
Deferredrevenue 218,065 -0- -0- -0- -0- 24,461 242,526

Totalliabilities 728.285 244.853 541.538 259.884 92,923 651.658 2.519.141

Fund Balances
Reservedfor unemployment -0- -0- -0- -0- -0- 11,872 11,872
Unreserved 5,461.233 83.478 19.166 3.167.844 29.710 2~fit~ 11.532.291

Total fund balances 5,461,233 83,47~ 19.166 3,167,844 29,710 2.782,732 11,544.163

TOTAL LIABILITIES AND FUND BALANCES $ ~9~$ $ 32U31 $561204 $ 1422.22.8 $ ~ $ 14~9Q$ 14~0f~3.3~04

The accompanyingnotesarean integralpartofthis statement.
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CiTY OF MORGANTOWN,WESTVIRGINIA
RECONCiLIATION OF FUND BALANCE SHEETSOF

GOVERNMENTALFUNDSTO STATEMENT
OF NET ASSETS
JUNE30, 2007

Fund balance, fundlevel statement June30,2007 $ 11,544,163

Thetotal fund balanceofthe CityofMorgantown’sgovernmental fundsdiffers
from net assetsofthegovernmental activitiesreportedon theStatementofNet
Assets asfollows:

Some liabilities are notdue andpayablein the current periodand therefore,
arenot reported in the fundlevel statements:

Accruedcompensatedabsences ( 1,543,348)

Obligationsundercapitallease ( 355,616)

Netpensionbenefit obligation ( 2,976,586)

Capital assets,thai are used in governmentalactivitiesand are purchased or
constructed,thecostsofthose assets are reported as expendituresin
governmental funds. However, theStatementofNetAssetsincludesthose
assetsandtheirassociated accumulated depreciation. 25,860,397

Some assetsdo not provide currentfinancialresourcesand are not reported as
assetsin the fundlevel statements:

Additional accounts receivable— June30,2007 541,837

Net assetsofgovernmental activities $ ~~70,847

The accompanying notes arean integralpart ofthis statement.
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CITY OF MORGANTOWN,WESTVIRGINIA
COMBiNING STATEMENT OF REVENUES,EXPENDITURES, AND

CHANGESIN FUND BALANCES
GOVERNMENTALFUNDS

FORTHE YEAR ENDEDJUNE30, 2007

Boardof Life and ~inic Other
General Parks and Health crpital ~gyg]ppjnentGovernmental Governmental
Fund Recreation Fund Reserve Grant Funds Funds

Revenues
Taxesandspecialassessments $ 17,342,113 $ -0- $ -0- $ -0- $ -0- $ 558,133 $ 17,900,246
Licensesand pennits 356,791 -0- -0- -0- -0- -0- 356,791
Chargesfor services 2,237,863 1,501,061 -0- -0- 9,600 36,205 3,784,729
Finesandforfeits 727,792 -0- -0- -0- -0- 74,079 801,871
Franchisefees 282,046 -0- -0- -0- -0- -0- 282,046
Interest 227,554 19,493 35,457 43,913 -0- 109,513 435,930
Donations 5,000 186,790 -0- 75,200 -0- 98,173 365,163
Intergovernmental

Federal 183,617 88,714 -0- 462,688 -0- 1,334,380 2,069,399
State 8,186 8,000 -0- 23,999 2,959,952 594,627 3,594,764
County -0- 88,408 -0- -0- -0- 285,000 373,408

Contributionsfrom employees -0- -0- 86,389 -0- -0- -0- 86,389
Contributionsfrom employers -0- -0- 2,828,421 -0- -0- -0- 2,828,421
Gain(loss)on investments -0- -0- -0- -0- -0- 141,652 141,652
Other 123,383 -0- 19.903 15.400 -0- 5,018 163,704

Total revenues 21.494,345 1.892.466 2,970.170 62 1.200 2,969.552 3.236.780 33.184.513

Expenditures
Generalgovernment 3,146,874 -0- 161,871 -0- -0- 14,913 3,323,658
Public safety 7,963,158 -0- -0- -0- -0- 94,712 8,057,870
Highwaysand streets 2,920,280 -0- -0- -0- -0- -0- 2,920,280
Coinmunitydevelopment -0- -0- -0- 3,143,341 2,958,242 2,300,194 8,401,777
Culwreandrecreation 843,451 3,429,955 -0- -0- -0- 1,467,704 5,741,110
Benefit payments -0- -0- 2.502,006 0- -0- -0- 2,502,006

Total expenditures 14.873,763 3.429,955 2,661811 3.143.341 2.958.242 3.877,523 30.946,701

(Deficiency)excessofrevenues(under) overexpenditures 6.620.582 (1,537.489) 306.293 (2.522.141) 11.310 ( 640.743) 2,237.812

OtherFinancingSources(Uses)
Operatingtransfersin -0- 1,608,327 -0- 3,664,014 -0- 1,148,771 6,421,112
Operatingtransfers(out) ( 5.152.443) -0- ( 469.188) ( 807.659) -0- ( 110,642) ( 6,539,932)

Total otherfinancingsources(uses) ( 5.1 52.443) 1.608.327 ( 469.188) 2,856.355 -0- 1.038.129 ( II 8,8~,4)

Netchangeinfundbalances 1,468,139 70,838 ( 162,895) 334,214 11,310 397,386 2,118,992

Fundbalanceatbeginningofyear 3,993.094 12.640 182.041 2,833.630 18.400 2.385,346 9.425,171

Fundbalanceat endofyear $ ~146L213 $ ~~.B3A28 $ J.9J.6f~$ 1162.844 $ ~~22.210 $ ~ $ iii44JI~3

The accompanyingnotesarean integralpartofthecombiningfinancial statements.

21



CiTY OF MORGANTOWN,WESTVIRGINIA
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDiTURES, ANDCHANGESiN FUND BALANCES

OF GOVERNMENTALFUNDSTO THE STATEMENT OF ACTIVITIES
FORTHE YEAR ENDEDJUNE30, 2007

Net change in netassets— total governmentalfunds $ 2,237,812

Amountsreportedfor governmentalactivitiesin theStatementofActivities
are different because:

Governmentalfundsreport capitaloutlaysasexpenditureswhile governmental
activitiesreport depreciation expenseto allocate thoseexpendituresover the
life of theassets.This is theamountby which capital outlaysexceeded
depreciationin the current period. 5,258,498

Less: Acquisition by capitallease. ( 288,026)

Governmentalfunds report capitaloutlaysasexpenditureswhile governmental
activitiesreport depreciation expenseto allocatethose-expenditures-over the
life ofthe assets. Thisis theamountof losson disposalofcapital assets. ( 47,596)

Capitalleasesprovidecurrent financialresourcesto governmentalfunds,but
entering into capitalleasesincreaseslong-termliabilities in the Statementsof
NetAssets. Repaymentofcapital leaseobligationsis an expenditures in the
governmentalfunds, but therepaymentreduceslong-termliabilities in the
StatementofNet Assets:

Repaymentofobligation undercapital lease 62,056

Someexpensesreportedin theStatementof Activities do not requiretheuseof
currentfinancial resourcesandthereforeare not reported as expenditures in
governmentalfunds:

Increasein net pension benefit obligation (1,508,341)

increasein compensatedabsences ( 145,253)

Somerevenuesreportedin theStatementofActivities do not providefinancial
resourcesthat are bothavailableandmeasurable forusein currentactivities.

Donationoflibrarymaterials 29,571

Changein additionalaccountsreceivable 106,489

Changein Net AssetsofGovernmental Activities $ 5,705,210

Theaccompanyingnotes arean integralpartofthis statement.
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CiTY OF MORGANTOWN, WESTVIRGINIA -

FUND BALANCE SHEETS
PROPRIETARYFUNDS

JUNE30, 2007

BUSINESSTYPE ACTIVITIES
Airport Parking Building
Fund ~ Commission Total

ASSETS

Current Assets
Cash $ 285,311 $ 613,791 $ 57,808 $ 956,910
Investments -0- 661,242 -0- 661,242
Receivables, netofallowances:

Accounts 45,030 721 -0- 45,751
Grants 1,408,753 -0- -0- 1,408,753

Inventory 49,981 -0- -0- 49,981
Duefrom!(to) otherfunds ( 4,150) ( 14,220) -0- ( 18,370)
Prepaid expenses -0- -0- 5,825

Total current assets 1,790,750 1,261,534 57,808 3,110,092

Noncurrent Assets
Restricted assets -0- 775,269 885.358 1,660,627

Capital Assets
Land 50,050 1,484,326 1,439,707 2,974,083
Land improvement -0- -0- 667,500 667,500
Building 4,795,431 -0- 12,001,181 16,796,612
Structuresand improvements 13,793,291 8,657,051 -0- 22,450,342
Leaseholdimprovements -0- 90,965 -0- 90,965
Machineryandequipment 1,229,852 824,472 168,450 2,222,774
Constructionin progress 12,927,473 -0- -0- 12,927,473
Less: Accumulated depreciation ( 9,179,275) ( 3,734,001) ( 3,574,461) (16,487,737)

Net capitalassets 23,616,822 7,322,813 10,702,377 41,642,012

Other Assets
Prepaidexpenses 55,339 -0- -0- 55,339
Unamortized bond discountand
issue costs -0- 55,352 617,874 673,226
Total otherassets 55,339 55,352 617,874 728,565

TOTAL ASSETS $ 25,462.911 $ 9.414,968 $ 12,263.417 $ 47.141,296
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BUSINESSTYPE ACTIVITIES
Airport Parking Building
Fund Authority Commission Total

LIABILITIES AND NET ASSETS

Current Liabilities (payable from
current assets)

Notespayable $ -0- $ -0- $ 8,204 $ 8,204
Accountspayable 1,432,457 56,115 -0- 1,488,572
Prepaid revenues 52,500 -0- -0- 52,500
Accrued payroll 17,043 18,366 -0- 35,409
Accrued compensated absences 68,474 92,493 -0- 160,967

Total current liabilities
(payablefrom current assets) 1,570,474 166,974 8,204 1,745,652

CurrentLiabilities (payablefrom
restricted assets)

Revenue bonds payable -0- 130,000 395,000 525,000
Total current liabilities
(payablefrom restricted assets) -0- 130,000 395,000 525,000

Long-Term Liabilities (net of
current portion)

Revenue bonds payable -0- 5,300,472 5,965,000 11,265,472
Notespayable -0- -0- 40,045 40,045

Total long-termliabilities -0- 5,300,472 6,005,045 11,305,517

Total liabilities 1,570,474 5,597,446 6,408,249 13,576,169

NetAssets
Investedin capitalassets,netof
related debt 23,616,822 1,892,341 4,294,128 29,803,291

Restricted -0- 775,269 885,358 1,660,627
Unrestricted 275,615 1.149,912 675,682 2.101,209

Total net assets - 23,892,437 3,817,522 5,855,168 33,565,127

TOTAL LIABILITIES AND
NET ASSETS $ ~ $ ~ $ j~~4jJ~$ ~jj~j 296

The accompanyingnotesarean integralpartofthis statement.
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CiTY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OFREVENUES,EXPENSESAND CHANGESIN NET ASSETS

PROPRIETARY FUNDS
FOR THEYEAR ENDED JUNE30, 2007

BUSINESSTYPE ACTIVITIES
Airport ~~jn Building
Fund Authority Commission Total

OperatingRevenues
Chargesfor services $ 2,242,386 $ 1,587,128 $ 664,712 $ 4,494,226
Fines -0- 486,185 -0- 486,185
Grants 101,300 -0- -0- l0l,300

Total operating revenues 2,343,686 2,073,313 664,712 5,081,711

Operating Expenses
Personal services 559,220 648,864 -0- l,208,084
Purchases— fuel 1,253,796 -0- -0- 1,253,796
Supplies 30,684 14,148 -0- 44,832
Liabilityinsurance 39,160 32,371 -0- 71,531
Utilities 142,440 85,754 -0- 228,194
Generalandadministrative 314,181 138,328 10,106 462,615
Depreciation 668,940 382,405 263,268 1,314,613
Maintenance 66,070 50,129 -0- 116,199
Rental lease - -0- -0- 505,438

Total operatingexpenses 3,074,491 1,857,437 273,374 5,205,302

Operating(loss)income ( 730,805) 215,876 391,338 ( 123,591)

NonoperatingRevenues(Expenses)
Interestanddividends 2,306 86,279 45,198 133,783
Gain on investments -0- 20,179 -0- 20,179
Miscellaneous income 7,364 9,275 -0- 16,639
Saleofcapital assets 377,779 -0- -0- 377,779
Donationsfrom otherentities -0- -0- 1,365,600 1,365,600
Interestandfiscal charges -0- ( 249,099) ( 235,095) ( 484,194)
Amortizationofbond discount

andissuecosts ( 5,825) ( 3,355) ( 53,728) ( 62,908)
Total nonoperating revenues (expenses) 381,624 ( 136,721) 1,121,975 1,366,878

Change in net assets before nonoperating grants
and operatingtransfers ( 349,181) 79,155 1,513,313 1,243,287

Transfers infrom other funds 118,820 -0- -0- 118,820
Donationof capital assets -0- -0- 3,903,845 3,903,845
Nonoperatinggrants 5,326,744 -0- -0- 5,326,744

Change in net assets 5,096,383 79,155 5,417,158 10,592,696

Total net assets—beginning 18,796,054 32~8,367 438,010 22,972,431

Total net assets— ending $ 23,892,437 $ ~~2~22 $ 5.855,168 $ ~j~127

The accompanyingnotesarean integralpartofthis statement.
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CiTY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OFCASHFLOWS

PROPRiETARYFUNDS
FOR THEYEAR ENDEDJUNE30, 2007

BUSINESSTYPE ACTIVITIES
Airport Parking Building
Fund Authority Commission Total

CashFlows from OperatingActivities
Receiptsfrom customers $ 2,240,749 $ 2,073,252 $ 713,893 $ 5,027,894
Receipts from other sources 531,709 29,454 -0- 561,163
Paymentsto suppliers (1,661,975) ( 849,894) ( 10,106) (2,521,975)
Paymentsto employees ( 542,536) ~ -0- (1,198,360)

Net cashprovidedby (used in)operating
activities 567,947 596,988 ~ 1,868,722

CashFlows from CapitalandRelated
FinancingActivities

- Decrease(increase)in restricted assets -0- 28,287 ( 57,537) ( 29,250)
Repaymentofnotes payable -0- -0- ( 8,545) ( 8,545)
Repaymentsofrevenue bonds -0- ( 192,481) (390,000) ( 582,481)
Nonoperatinggrants 5,054,927 -0- -0- 5,054,927
Acquisitionofcapital assets (5,409,633) ( 74,490) -0- (5,484,123)
Interest expense -0- ( 249,099) (235,095) ( 484,194)

Net cash(usedin) provided bycapitaland
related financingactivities ( 354,706) ( 487,783) (691,177) (1~533,666)

CashFlows from InvestingActivities
Decreasein investments -0- 176,033 -0- 176,033
Interest income 2,306 86,991 45,198 134,495

Net cashprovided by (usedin) investing
activities 2,306 263,024 45,198 310.528

Net (decrease)increasein cash 215,547 372,229 57,808 645,584

Cash at beginningof year 69,764 241,562 -0- 311,326

Cash atendofyear $ =~i~Q~$ ~j~0
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CiTY OF MORGANTOWN,WESTVIRGINIA
STATEMENT OF CASH FLOWS

PROPRIETARYFUNDS (CONTD)
FORTHE YEAR ENDEDJUNE30, 2007

BUSINESS TYPEACTIVITIES
~j~pprt Parking Building
Fund Authority Commission Total

Reconciliationofoperating incometo net
cash provided by operatingactivities
Operating(loss)income $ ( 730,805) $ 215,876 $ 391,338 $ ( 123,591)
Adjustmentsto reconcileoperating(loss) -

incometo netcashprovided by (usedin)
operatingactivities:
Depreciationandamortization 668,940 382,405 263,268 1,314,613
Nonoperatingrevenues 503,963 9,275 -0- 513,238
Gainon saleofinvestments -0- 20,179 -0- 20,179
(Increase)decreasein:

Accountsreceivable ( 75,191) ( 61) -0- ( 75,252)
Inventory ( 346) -0- -0- ( 346)
Due from/(to)otherfunds ( 140,324) ( 13,853) 49,181 ( 104,996)

Increase(decrease)in:
Accountspayable 325,026 ( 25,684) - -0- 299,342
Accruedpayroll andcompensated
absences 16,684 -0- 25,535

Net cash provided by (used in)operating
activities $ ~2~7 $ ~ $ 703,787 $ j~~22

Supplemental ScheduleofNon-CashFlow Information

Capital asstsin theamountof $5,269,445were transferredto the Building Commission Fund during the
currentfiscal year. $1,365,600weretransferred from other entities and$3,903,845were transferredfrom
otherfunds.

Theaccompanyingnotes arean integralpartof this statement.
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CITY OFMORGANTOWN, WESTVIRGINIA
STATEMENT OF REVENUES,EXPENDITURES AND

CHANGESIN FUND BALANCE - BUDGETAND ACTUAL -

GENERALFUND - BUDGETARY BASIS
FOR THE YEAR ENDEDJUNE30, 2007

Variance
Actual With Final

Actual ~iggi~to Amounts Budget
BudgetedAmounts (Budgetp,~y GAAP GAAP Favorable

Original Final Basis) Difference Basis (Unfavorable)

Revenues
Taxes(including interest

andpenalties)
Generalproperty taxes $ 2,841,264 $ 2,841,264 $ 2,873,433$ 23,749 $ 2,897,182 $ 32,169
Other taxes— businessandpublic service 11,840,000 13.110,000 14,468,680 121.602 14,590,282 1,358,680
Total taxes 14,681,264 15,951,264 17,342,113 145,351 17,487,464 1,390,849

Licenses andpermits 213,500 290,000 356,791 -0- 356,791 66,791
Charges forservices 2,047,144 2,128,527 2,237,863 -0- 2,237,863 109,336
Fines andforfeitures 575,000 675,000 727,792 -0- 727,792 52,792
Franchisefees 260,000 280,000 282,046 -0- 282,046 2,046
Contributions 82,052 100,052 5,000 -0- 5,000 ( 95,052)
Interest 50,000 185,000 227,554 -0- 227,554 42,554
Intergovernmental:

Federal 175,120 175,120 183,617 ( 23,504) 160,113 8,497
State -0- 13,000 8,186 -0- 8,186 ( 4,814)

Miscellaneous 132,700 132,700 123.383 -0- 123,383 ( 9,317)
Total revenues 18,216,780 19,930,663 21,494,345 121,847 21,616,192 1,563.682

Expenditures
Generalgovernment 4,111,517 3,258,352 3,146,874 ( 123,932) 3,022,942 111,478
Public safety 7,960,752 8,289,057 7,963,158 1,608,757 9,571,915 325,899
Highwaysandstreets 3,117,946 3,265,885 2,920,280 28,217 2,948,497 345,605
Healthandsanitation -0- -0- -0- -0- -0- -0-
Cultureandrecreation 1.239.065 914.065 843,451 88,816 932.267 70,614

Total expenditures 16.429.280 15,727,359 14.873.763 1.601,858 16.475,621 853.596

Excess(deficiency)of revenuesover
(under)expenditures 1,787.500 4,203,304 6,620,582 (1,480,01U 5.140,571 2.417.278

Other Financing Sources(Uses)
Operatingtransfers(out) ( 2,538.579) ( 5,152,443) ( 5,152.443) -0- ( 5,152,443) -0-

Total otherfinancingsources (uses) ( 2.538.579) ( 5,152,443) ( 5.152,443) -0- ( 5,152,443) -0-

Netchangein fundbalance ( 751,079) ( 949,139) 1,468,139 ( 1,480,011) ( 11,872) 2,417,278

Fund balance at beginningof year 751,079 949,139 3.993.094 17,207.767 21.200,861 3.043,955

Fund balance at endof year $ -0- $ -0- $ ~ $ ~ $ ~ $ ~
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CiTY OF MORGANTOWN, WESTVIRGINIA
STATEMENT OF REVENUES,EXPENDITURES AND

CHANGESIN FUND BALANCE - BUDGETAND ACTUAL -

GENERALFUND - BUDGETARY BASIS (CONT’D)
FORTHE YEAR ENDEDJUNE30, 2007

Explanationof Differences:
(1) The Citybudgetsfor capitalexpenditures as a current period expenditureratherthan a capital

expenditureon theaccrualbasisofaccounting.

(2) The City does not budget foraccruedcompensated absencespayablein more than one year asis
required by the accrualbasisof accounting.

(3) Theamountreported as“fund balance”on thebudgetarybasisofaccounting derives from the basis
ofaccounting used inpreparingtheCity~sbudget. This amount differsfrom the fund balance
reportedin theStatementof Revenues, Expenditures,andChangesin FundBalancesbecauseof
the cumulativeeffect oftransactions such as those describedabove.

The accompanying notes arean integralpartofthis statement.
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CITY OF MORGANTOWN, WESTVIRGINIA
STATEMENT OF REVENUES,EXPENDiTURESAND

CHANGESIN FUND BALANCE - BUDGETAND ACTUAL -

COAL SEVERANCEFUND - BUDGETARY BASIS
FOR THE YEAR ENDED JUNE30, 2007

Variance
Actual With Final

Actual Budgetto Amounts Budget
Budgeted Amounts (Budgetary GAAP GAAP Favorable
Original iEiiniil ~g~s) Differences ~,g~is (Unfavorable)

Revenues
Interest $ 200 $ 200 $ 2,923 $ -0- $ 2,923 $ 2,723
Intergovernmental:
State 87,000 87,000 96,435 2,403 98,838 9,435
Total revenues 87,200 87,200 99,358 2,403 101,761 12,158

Expenditures
Generalgovernment 2,495 3,421 16 -0- 16 3,405
Public safety -0- -0- -0- -0- -0- -0-
Highways andstreets -0- -0- -0- -0- -0- -0-
Healthand sanitation -0- -0- -0- -0- -0- -0-
Cultureandrecreation -0- -0- -0- -0- -0- -0-

Total expenditures 2,495 3,421 16 -0- 16 3.405

Excessof revenuesoverexpenditures 84,705 83.779 99,342 2,403 101.745 15,563

OtherFinancingSources(Uses)
Operatingtransfersin -0- -0- -0- -0- -0- -0-
Operatingtransfers(out) (87,695) (~iJ~) (110,642) -0- (110,642) -0-

Total other financing sources (uses) (87,695) (110.642) (110,642) -0- (i]~hJi42) -0-

Net changein fund balance ( 2,990) ( 26,863) (11,300) 2,403 ( 8,897) 15,563

Fund balance atbeginningof year 2,990 26,863 26.864 22.500 49.364 ( 1)

Fund balance at endof year $ zQ $ zQl $ 1~. $ ~L29~ $ A94~2

Explanationof Differences

Theamountreported as“fund balance”on thebudgetarybasis ofaccountingderivesfrom the basisof accounting used in preparing the
City ‘s budget. Thisamountdiffers from the fund balance aswhich be derivedfrom usingthe accrual basisof accounting.

The accompanyingnotesare an integralpartofthis statement.
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CiTY OF MORGANTOWN, WESTVIRGINIA
FIDUCIARY RESONSIBILITIES
STATEMENT OFNET ASSETS

JUNE30, 2007

Policemen’s Firemen’s ~rnpiQy9e’s Library Library
Pension Pension Retirement NonexpendableEndowment

and Relief and Relief andBenefit Ei~i~~!(MemorandumOnly)

Assets
Cash $ 19,110 $ 11,820 $ 1,590 $ -0- $ -0- $ 32,520
Investments 13,088,513 10,110,277 32,767,454 45,209 6,187 56,017,640
Receivables:
Contributions 484,743 461,649 82,794 -0- -0- 1,029,186
Accrued interest 55,370 42,357 38,981 -0- -0- 136,708
Total assets 13,647,736 10,626,103 32.890,819 45,209 ~J~1 52216,054

Liabilities
Accounts payable -0- -0- 4.221 -0- -0- 4,221

Total liabilities -0- -0- 4,221 -0- -0- 4,221

Net assetsheld in trust $ ~ $ iP~626,103$ ~ $ 45,209 $ ~ $ 5~JJ~~

Theaccompanyingnotes arean integralpartofthis statement.
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CITY OF MORGANTOWN,WESTVIRGINIA
FIDUCIARY RESPONSIBILITIES

STATEMENT OF CHANGESIN NET ASSETS
FOR THEYEAR ENDEDJUNE30, 2007

Policemen’s Firemen’s Employee’s Library Library
Pension Pension Retirement NonexpendableEndowment Total

andRelief andRelief andBenefit Trust Fund (MemorandumOnly)

Additions
Contributions:
Employer $ 419,497 $ 351,854 $ 742,845 $ -0- $ -0- $ 1,514,196
Employee 184,280 140,841 581,047 -0- -0- 906,168
Insurancepremiumtax
allocations 484,743 461,649 -0- -0- -0- 946,392

Other 1,126,477 1,499,389 135,000 -0- -0- 2,760,866
Total contributions 2,214.997 2,453,733 1,458,892 -0- -0- 6,127,622

Investmentincome:
Net appreciation in fair value
of investments 1,226,429 1,019,198 2,910,788 1,252 569 5,158,236

Interestand dividends 435,342 314,912 1,048,840 3.032 165 1,802,291
Total investmentincome l,661,771 l,334,llO 3.959,628 4,284 734 6,960,527

Total additions 3,876.768 3.787,843 5.418.520 4.284 734 13,088,149

Deductions
Generaland administrative 127,103 112,683 134,081 1,792 95 375,754
Benefitpayments 1,294.289 1.103,671 1,464,813 -0- -0- 3,862,773

Total deductions 1,421,392 1,216,354 1.598,894 1.792 95 4,238,527

Net increase(decrease) 2,455,376 2,571,489 3,819,626 2,492 639 8,849,622
Netassets—beginningofyear 11,192.360 8,054,614 29,066,972 42,717 5~M~ 48.362.211

Net assets— endofyear $ J~7~2~$ )~Q~1~9~$ ~ $ ~52Q2 $ f~i~~L~2$ 52~ZiL~

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

FOR THEYEAR ENDEDJUNE30, 2007

1. Summary of Significant Accounting Policies

The CityofMorgantown, West Virginia complies with accounting principles generally accepted in
theUnited StatesofAmerica. TheCity’s reportingentityappliesall relevantGovernmental
AccountingStandardsBoard(GASB) pronouncements.Proprietaryfunds apply Financial
AccountingStandardsBoard (FASB)pronouncementsandAccountingPrinciplesBoard (APB)
opinionsissuedon orbeforeNovember30, 1989,unlessthose pronouncements conflict withor
contradictGASB pronouncements, in which case,GASB prevails.

The remainderoftheNotesareorganizedto provideexplanations, including required disclosures,
oftheCity’s financial activitiesfor thefiscal yearendedJune30, 2007.

The CityofMorgantown, West Virginiais incorporated under the provisionsof theStateofWest
Virginia. The City operates under aCouncil - Managerform of governmentandprovides the
following servicesas authorized byits charter: public safety (policeandfire), streets,sanitation,
water,waste,recreation,education,public improvements, planningandzoning,andgeneral
administrativeservices.

In June1999,the Government AccountingStandardsBoard (GASB) unanimously approved
StatementNo. 34, BasicFinancialStatements— andManagement’sDiscussionandAnalysis— for
StateandLocal Governments.Certainofthe significant changesin theStatementinclude the
following:

The financial statementsinclude:

A Management DiscussionandAnalysis (MD&A) section providingan analysisoftheCity’s
overall financial positionandresultsof operation.

Financial statements preparedusing thefull accounting forall oftheCity’s activities,including
infrastructure(roads,bridges,etc.).

A changein the fundfinancial statementsto focuson themajorfunds.

Theseandother changes are reflectedin the accompanying financial statements(including notesto
financial statements). The City has electedto implementthegeneralprovisionsoftheStatement
in the fiscal yearendedJune30, 2003.

33



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

FOR THE YEAR ENDEDJUNE30, 2007

BasicFinancial Statements— Government Wide Statements
TheCity’s basic financial statements include both government-wide (reporting the City as a whole)

andfund financial statements (reporting theCity’s majorfunds). Both thegovernment-wideand
fund financial statementscategorizeprimaryactivitiesas either governmentalorbusinesstype.
TheCity’s police andfire protection,parks,public worksand generaladministrativeservices are
classifiedas governmentalactivities. TheCity’s airportparkingandbuilding commissionare
classifiedasbusiness-type activities.

In the government-wideStatementofNetAssets,both the governmentalandbusiness-type
activities columns(a) are presentedon aconsolidatedbasisby column,(b) andarereportedon a
full accrual,economicresourcebasis,which recognizesall long-term assetsandreceivablesas
well aslong-termdebtandobligations. TheCity’s net assets arereportedin threeparts— invested
in capital assets, netofrelateddebt; restricted netassets;andunrestricted net assets. The City
first utilizesrestricted resourcesto financequalifying activities.

The government-wideStatementofActivities reportsboth thegrossandnetcostofeachofthe
City’s functionsandbusiness-typeactivities(police, fire, public works,etc.). The functionsare
alsosupportedby generalgovernment revenues (taxes,certainintergovernmental revenues,fines,
permitsand charges,etc.). TheStatementofActivities reducesgrossexpenses(including
depreciation)by related programrevenues,operatingandcapitalgrants. Program revenues must
be directly associatedwith the function(police,public works,etc.)or a business-typeactivity.
Operatinggrantsinclude operating-specificanddiscretionary (either operatingorcapital)grants
while the capital grantscolumn reflectscapital-specificgrants.

The netcosts(by function or business-type activity) arenormally covered bygeneralrevenue
(taxes,intergovernmentalrevenues,interestincome,etc.).

The City does notallocateindirectcosts. An administrativeservicefeeis charged by the General
Fundto the otheroperatingfundsthat is eliminated likea reimbursement(reducing therevenue
and expensein the General Fund)to recover the directcostsofGeneral Fund services provided
(finance,personnel, purchasing,etc.).

This government-wide focusis moreon the sustainabilityoftheCity asan entityand the change in
theCity’s net assets resultingfrom the currentyear’sactivities.
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CiTY OF MORGANTOWN, WESTVIRGINIA
NOTESTO THE FiNANCIAL STATEMENTS (CONT’D)

FOR THE YEAR ENDEDJUNE30, 2007

A summaryofthe significant accounting policiesofthe CityofMorgantown, West Virginia,is
presentedbelow.

(a) Reporting Entity
TheCity’s financial statements include the operationsofall organizationsfor which the
City Council exercises oversightresponsibility. Oversightresponsibilityis demonstrated
by financialinterdependency,selectionofgoverningauthority,designationof
management, ability tosignificantly influence operations,andaccountabilityfor fiscal
matters.

(b) Government-Wide Financial Statements
The government-wide financial statements report informationon all the nonfiduciary
activitiesofthegovernment.For the most part, theeffect of internalactivity hasbeen
removedfrom thesestatements.Government activities,which normally are supported by
taxesandintergovernmental revenues, are reported separately from business-type
activities, which relyto significant extenton feesand chargesfor support.

The StatementofActivities demonstrates the degreeto which the direct expensesofa
given function or segmentareoffset by programrevenues.Direct expensesare those that
are clearly identifiable witha specific functionorsegment.Program revenues include(1)
chargesto customersor applicants whose purchase,useor directly benefit from goods,
servicesorprivilegesprovided bya given functionor segmentand (2)grantsand
contributionsthat are restrictedto meetingthe operationalorcapitalrequirementsofa
particularfunctionor segment.Taxesandotheritemsnotproperlyincluded among
program revenues are reported instead asgeneralrevenues.

Separatefinancial statements are providedfor governmental funds, proprietary fundsand
fiduciary funds,even though the latter are excludedfrom the governmental-wide
statements. Major individual funds are reported asseparatecolumnsin thefund
statements.

(c) MeasurementFocusandFinancialStatementPresentation— Government-Wide
Financial Statements
Fundsare classifiedinto three categories: governmental, proprietaryand fiduciary. Each
category,in turn, is divided into separate“fund types”. Governmental funds are usedto
accountfor governmental activities, where the focusof attentionis on theprovidingof
servicesto thepublic as opposed to proprietary fundswherethe focusofattentionis on
recovering thecostofproviding servicesto the publicthroughservicechargesoruser
fees. Fiduciaryfundsare usedto account for assets held by the City ina trusteeoragency
capacity. The fundtypesused bytheCity ofMorgantown are described asfollows:
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CITY OF MORGANTOWN,WESTVIRGiNIA
NOTESTO THE FINANCIAL STATEMENTS(CONT’D)

FORTHE YEAR ENDEDJUNE30, 2007

Governmental Fund Types
GeneralFund: The GeneralFundis thegeneraloperatingfund ofthe municipality. It
is usedto accountfor all financial resources except those required to be accounted for
in anotherfund.

SpecialRevenueFunds: SpecialRevenueFunds areusedto accountfor theproceeds
ofspecificrevenue sources (other thenspecialassessments, expendabletrusts,or
majorcapitalprojects) that are legally restrictedto expenditures for capital purposes.

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

financedandoperatedin a mannersimilar to privatebusiness enterprises— where
the intentof the governing bodyis that thecosts(expenses including depreciation)
ofprovidinggoodsand servicesto thegeneralpublic on a continuing basis be
financedorrecoveredprimarily throughusercharges;or (b) where the governing
bodyhasdecidedthatperiodicdeterminationofrevenuesearned,expenses
incurred, and/or net incomeis appropriate for capital maintenance, publicpolicy,
managementcontrol, accountability,or otherpurposes.

The Cityof Morgantown reports the followingmajorgovernmentalfunds:

TheBoardofParksandRecreation, LifeandHealth, Capital Reserve, Economic
DevelopmentGrant andGeneralFund.

GeneralFund: The General Fundis thegeneraloperating fundof the municipality.

The CityofMorgantown reports the followingmajorproprietaryfunds:

The Airport Fund, the Parking Authority Fundand the BuildingCommissionFund.

(d) Funds and Account Groups — Fund Financial Statements
The accountsofthe City are organized into fundsand accountgroups,eachofwhich is
consideredto be a separateaccountingentity. Themajorfund categoriesand account
groupsfor the fund financial statementsare:
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CITY OF MORGANTOWN, WESTVIRGINIA
NOTESTO THE FINANCIAL STATEMENTS (CONT’D)

FORTHE YEAR ENDED JUNE30, 2007

GovernmentalFund Types
Governmentalfunds are accountedfor using the current financial resourcesmeasurement
focus. Onlycurrent assetsandcurrent liabilities are generally includedon theirbalance
sheets.Theiroperatingstatements present sources and usesofavailable resources
during a given period.

GeneralFund: The General Fundis thegeneraloperatingfundof the
municipality. It is usedto account forall financial resources except
those requiredto be accountedfor in another fund.

SpeclaiRevenueFunds: SpecialRevenue Funds areusedto account
for the proceedsofspecificrevenuesources (other than special
assessments, expendabletrusts,ormajorcapital projects) that are
legally restrictedto expenditures forspecifiedpurposes.

Capital ProjectFunds: Capital ProjectFundsareusedto account for
financialresourcesto be usedfor the acquisitionorconstructionof
majorcapitalfacilities which are notfinancedby ProprietaryFunds.

Proprietary Fund Types
Proprietaryfunds are accountedfor using the economic resourcesmeasurementfocus;

theaccountingobjectives are determinationofnet income,financialposition,andcash
flows. All assetsand liabilities associatedwith a proprietaryfund’sactivities are
includedon its balancesheet.

EnterpriseFunds: Enterprise Funds are used toaccountfor operations
(a) that arefinancedand operatedin amannersimilar to private
business enterprises- where the intentofthe governing bodyis that
thecosts(expenses,includingdepreciation)ofproviding goodsand
servicesto thegeneralpublic on acontinuingbasis be financed or
recoveredprimarily throughusercharges;or(b) where the governing
body hasdecidedthat periodic determinationofrevenues earned,
expensesincurred, and/or net incomeis appropriate for capital
maintenance,public policy, management control, accountability,or
otherpurposes.

Fiduciary Funds
Fiduciaryfunds accountfor assetsheldby the Cityin a trustee or agencycapacity.
Fiduciaryfundsare accountedfor in essentially the samemanneras proprietaryfunds.

(e) Cash
For purposesof the statementofcashflows, the Cityconsiderscashto be cashandcash
equivalents.
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CITY OF MORGANTOWN,WESTVIRGiNIA
NOTESTO THE FiNANCIAL STATEMENTS (CONT’D)

FOR THEYEAR ENDEDJUNE30, 2007

(f) Receivables

All receivables areshownnet ofallowance for uncollectibles.

(g) Property, Plant and Equipment

Fund Financial Statements
The accountingandreporting treatmentappliedto the property, plantand equipment and
long-termliabilities associatedwith a fund are determined byits measurementfocus.
The CityofMorgantown records the purchaseofproperty, plantandequipmentusedin
governmental fund type operationsas expendituresin the governmentalfunds.
Depreciation has been provided over the estimatedusefullives using thestraight-line
method. Theestimateduseful livesare asfollows:

Buildingsand improvements 20 - 50 years
Infrastructure 20 - 65 years
Machineryandequipment 5 - 20 years
Vehicles 8 - 10 years

All proprietaryfunds andtrust funds are accounted foron a costofservices or“capital
maintenance” measurement focus.This meansthat all assetsandall liabilities (whether
currentornoncurrent)associatedwith theiractivity are includedon thebalancesheets.
The reported fundequity(net total assets)is segregatedinto contributed capitaland
retained earnings components. Proprietary fund type operating statements present
increase(revenues)anddecreases(expenses)in nettotal assets.

Depreciationofall exhaustibleproperty,plant andequipment used by theproprietary
fundsis chargedasan expense againsttheiroperations.Accumulateddepreciationis
reportedon proprietary fund balancesheets.Depreciation has been provided over the
estimateduseful livesusing thestraightline method. The estimated useful lives are as
follows:

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

Government-WideFinancial Statements
The government-widefinancialstatementsofthe CityofMorgantownareaccountedfor
on a costofservice or“capital maintenance”measurementfocus. This means thatall
assetsand all liabilities (whethercurrentornoncurrent) associatedwith theiractivity are
includedon the statementofnet assets.
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NOTESTO THE FINANCIAL STATEMENTS (CONT’D)

FORTHE YEAR ENDED JUNE30, 2007

Depreciationof all exhaustible property, plantand equipmentis charged as anexpense
againstoperations.Accumulated depreciationis reported on the statementsof netassets.
Depreciation has been provided over the estimatedusefullives using the straightline
method. The estimateduseful lives are asfollows:

Governmental Funds

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

ProprietaryFunds

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

(h) Basisof Accounting

Fund Financial Statements

ModifiedAccrual BasisofAccounting
The City used themodified accrualbasisof accounting for governmentalfundtypes.
The modifiedaccrualbasisofaccounting recognizes revenues when both “measurable
andavailable.” Measurable means thatamountcan be determined. Available means
collectible within the current periodorsoonenoughthereafterto pay current liabilities.
Also,under the modifiedaccrualbasisofaccounting,expendituresarerecordedwhen
the related fund liabilityis incurred.

Major revenuesourcessusceptibleto accrualinclude: business& occupationtax,
hotel/motel tax, winetax, liquor tax, property taxes, fire servicefees,intergovernmental
revenues, and investmentincome.

Accrual Basis ofAccounting
Theaccrualbasisofaccountingis usedin proprietary fundtypesandthe pension trust

funds. Theaccrualbasisof accounting recognized revenues whenearned.Expenses
arerecordedwhenincurred. Plan member contributionsto thepensiontrust fundsare
recognizedin the periodin which thecontributionsaredue. Employercontributions to
the plan are recognized whendue andthe Cityhasmade a formal commitment to
providethecontributions. Benefitsand refunds are recognized whendue andpayable
in accordance with thetermsofthe plan.
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Government-Wide FinancialStatements
The government-wide financial statements are reported using the economic resources
measurement focusandtheaccrualbasisof accounting,as are theproprietaryfunds
(when appropriate)andfiduciary fund financialstatements.Revenues are recorded
when earnedandexpensesare recorded when a liabilityis incurred, regardlessofthe
timing ofrelatedcashflows. Property taxes are recognized as revenuesin the year in
which they arelevied. Grantsandsimilar itemsare recognized as revenues as soon as
all eligibility requirements imposed by theproviderhavebeenmet.

Governmentalfund financial statements are reported using the current financial resources
measurement focusandthe modifiedaccrualbasisof accounting.Revenues are
recognized as soonastheyareboth measurableandavailable. Revenues are considered
to be availablewhen they are collectible within the current periodor soon enough
thereafterto payliabilities of the current period. For thispurpose,the government
considersrevenuesto beavailableif they arecollectedwithin 60 daysaftertheendof
the current fiscalyear. Expenditures generally are recorded when a liabilityis incurred,
as underaccrualaccounting.However, debt serviceexpenditures,as well as
expenditures relatedto compensated absences are recorded only when paymentis due.

Taxes,grantsandinterestassociatedwith the current fiscal period areall considered to
be susceptibleto accrualandso have been recognized as revenuesofthe current fiscal
period. All other revenueitemsare consideredto be measurableand available only
whencashis receivedby thegovernment.

(i) Fund Equity
In the fund financialstatements,governmentalfundsreport reservationsof fund balancefor
amountsthat are notavailablefor appropriationor are legally restricted by outsideparties
for usefor specificpurpose. Designationsoffundbalancerepresents tentative
management plansthat are subject tochange.

(j) Budgets and BudgetaryAccounting
All municipalities within West Virginia, are required by statuteto prepareannual budgets

(levy estimates)on prescribed forms for the General and CoalSeveranceFundsand
submit these forapprovalto the StateAuditor. These budgets are prepared inaccordance
with the following procedures:

1. The governing bodyofthemunicipalityis requiredto hold a meeting
ormeetingsbetweenthe seventhandtwenty-eighth daysofMarch to
ascertain thefinancialconditionofthemunicipalityand to prepare
the levy estimate(budget)for the fiscal year commencing July1.
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2. The budgetis then forthwith submittedto the State Auditorfor
approval.

3. The governing body thenreconveneson the third Tuesday in Aprilto
hearobjectionsfrom the publicandto formally lay thelevy.

Revisionsareauthorizedonly with theprior writtenapprovalofthe State Auditors office.
The budgeted amounts reflectedin the accompanying financial statements aresuch
approvedamounts.

A) Unusedappropriationsfor all ofthe above annuallybudgetedfunds lapse at
the yearend.

B) The budget amountsshownin the financial statements are the final authorized
amountsasrevisedduring theyear.

(k) Encumbrances— Fund Financial Statements
Encumbrance accountingis used for the General Fundandspecialrevenuefunds.
Encumbrances are recorded when purchase orders areissuedbut are notconsidered
expendituresuntil liabilities for payments are incurred. Encumbrances arereportedas a
reservationoffund balanceon thebalancesheet. Encumbrancesdo not lapse at the close
ofthe fiscal year butarecarried forward as reserved fund balance untilliquidated.

(1) Cash,CashEquivalentsandInvestments
Cashon handanddepositswith bankinginstitutions eitherin checkingor savingsaccounts
arepresentedascashandcashequivalentin the accompanying financial statements.

Statestatutesauthorize the governmentto investin theStateInvestmentPool or the
Municipal Bond Commission or to invest such fundsin the following classesof securities:
ObligationsoftheUnitedStatesorany agencythereofcertificatesofdeposit (which
mature inlessthanoneyear), generalanddirect obligationsofthestateofWestVirginia;
obligationsofthefederalnational mortgage association; indebtedness secured by first lien
deedoftrusts for property situated withinthis stateif the paymentis substantiallyinsured
orguaranteed by thefederalgovernment; pooledmortgagetrusts (subjectto limitations);
indebtednessof anyprivatecorporationthat is properlygradedasin the toptwo orthree
highestratinggrades;interest earning deposits which are fully insuredorcollateralized;
and mutualfundsregisteredwith theS.E.C.which have fund assets overthreehundred
million dollars.
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Statestatute limitationsconcerningtheaforementionedinvestments include thefollowing:
atno time can investmentportfoliosconsistofmore than seventy-fivepercentof the
indebtednessof any private corporationnorcan the portfolio have over twenty-five
percentofits portfolio consistingofthe indebtednessofa privatecorporation’sdebt which
matures inlessthanoneyear;at no time may more thanninepercentofthe portfolio be
investedin securitiesissuedby a singleprivatecorporationorassociation;andat no time
can more thansixty percentofthe portfolio be invested inequity mutual funds.

Municipal Pension Fundsare governed asto typeofinvestments by WestVirginia Code
§8-22-22. Pensionfunds are permitted to investin all ofthe abovementionedtypesof
investmentswith theexceptionsof(1) Direct andgeneralobligationsof the stateand (2)
Pooledmortgagetrusts. Additionally, pension funds arepermittedto investfunds in the
following categoriesof investments:(1) Repurchaseagreementsand(2) Commonstock,
securitiesconvertible intocommonstocks,or warrantsandrights to purchasessuch
securities.Pensionfundshave different rulesconcerningthe purchaseofmarketable debt
securities.

The followingrestrictionsapply onlyto pensionportfolio’s and are separateand distinct
from thelimitations mentioned above: (1) fixedincomesecurities which areissuedby one
issuer (with the exceptionofthe UnitedStatesgovernment)are notto exceed ten percent
of thetotal assetsofthetotal pension fund assets;and(2) atno time can theequityportion
ofthe portfolioexceedfifty percentofthe totalportfolio.

(m) Inventories

Themunicipalityconsidersinventoriesofmaterialsandsuppliesutilized in governmental
fund typesoperationsas expended at the timeofpurchasetherefore,theydo notappearin
themunicipality’sfinancial statements. Inventoriesofmaterialsandsupplies utilized in
the proprietary fund type operation, are considered expended at the timeofconsumption;
therefore, balanceson handat yearend,valued atcost(first-in, first-out) arepresentedin
themunicipality’sfinancialstatements.

(n) Amortization

Debt discountandexpenseon bondsis amortizedon thestraight-linemethod from the date
ofissuanceto the dateof maturity. Amortizationofdebt discountand issuecostsfor
fiscal yearendedJune30, 2007 was$62,908.
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(o) Compensated Absences

The liability for compensatedabsences reportedin thegovernment-widefinancial
statementsconsistsofunpaid, accumulatedannualsick andaccruedvacations.The
liability has been calculatedusing the vestingmethod,in which leave amountsforboth
employeeswho currentlyareeligible to receive termination paymentsandotheremployees
who areexpectedto becomeeligible in thefuture to receive such payment upon
termination areincluded.

Accumulated Sick Leave
Municipal employeesreceive paymentof 1/3 ofthe accumulated sick leavein excessof

720hours. The payment forsick leaveis calculatedat current hourly ratesandis paid in
Juneof eachfiscal year. Terminatedand retiringemployeeshiredbeforeJune15, 1993
areentitledto receive payment for2 oftheiraccumulatedsick leave,up to the amount
accruedasofJune15, 1993,upon cessationofemployment. Employees hiredafterthat
datedo not receive payment foraccumulatedsick leave atcessationofemployment.
This portionof thesick leave attributableto governmental fundsis recognized in the
generallong-termdebt account group.

(p) Self Insurance
The Cityis self-insured foremployeeslife andhealthbenefits. The operatingfunds are
chargedpremiums by the Cityinsurancefund,which is accountedfor asa specialrevenue
fund fund. The fund balance has been reserved for paymentoffutureclaims including any
claimsincurredandnot yet reported atJune30, 2007.

(q) PensionPlans
The City providesseparatedefined benefit pension plansforuniformedpolice andfire
department personnel.It is the City’s policy to fund the normal costand amortizationof
theunfundedprior servicecost.

All eligible employeesofBOPARCand the library are covered under the WestVirginia
Public EmployeeRetirementSystemdueto theCity’s electing to be aparticipatingpublic
employer. All othereligible employeesare covered under the CityofMorgantown
RetirementandBenefit Fund.

(r) UseofEstimates
The preparationoffinancial statements in conformity with accounting principles generally
acceptedin theUnitedStatesofAmerica requires management tomakeestimatesand
assumptionsthataffectthe reported amountsofassetsandliabilities and disclosureof
contingentassetsandliabilities at thedateofthe financial statementsandthe reported
amountsofrevenuesandexpensesduring thereportingperiod. Actualresults could differ
from thoseestimates.
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(s) Interfund Activity
Interfundactivity is reported as eitherloans,servicesprovided,reimbursementsor
transfers.Loansare reported as interfund receivablesandpayables asappropriateandare
subjectto eliminationuponconsolidation.Servicesprovided,deemedto be at marketor
nearmarket rates, are treated as revenuesandexpenditures/expenses.Reimbursements
are whenonefund incursa cost,chargesthe appropriatebenefitingfund and reduces its
relatedcostas a reimbursement.All other interfund transactions are treated astransfers.
Transfersbetween governmentalorproprietaryfunds are netted as partofthe
reconciliationto the government-wide financialstatements.

2. Reconciliationof Government-WideandFundFinancialStatements

Thegovernmentalfund balance sheet includes a reconciliation between fund balance— total
governmental fundsandnet assets— governmentalactivities as reportedon the government-wide
statementofnetassets.The governmental fund statementof revenues, expenditures,andchanges
in fund balance includes areconciliationbetween netchangesin fundbalances— total
governmental fundandchangesin net assetsofgovernmentalactivitiesasreportedin the
government— wide statementofactivities. The individual elementsofthosereconciliationsare
included with thestatements.

3. Deposits and Investments

The City reportingentity considershighly liquid investmentswith an original maturityofthree
months orlesswhen purchasedto be cashequivalents. Exceptionsinclude the Cityof
Morgantown, WestVirginia’s Policemen’s PensionandReliefFundand theFiremen’sPensionand
ReliefFund whichclassifyonly cashas cashequivalentsin orderto appropriatelyreportinvestment
activity.

Deposits
It is theCity’s policy for depositsto be 100%securedby collateralvaluedat market or par,

whicheveris lower, less theamountofthe Federal Deposit InsuranceCorporationinsurance.
TheCity’s deposits arecategorizedto give an indicationofthelevel ofrisk assumedby theCity
at June30, 2007. The categories are described asfollows:

Category1 - Insured or collateralized withsecuritiesheld by the entityorby its agentin the entity’s
name.

Category 2 - Collateralizedwith securitiesheld by the pledging financialinstitution’s trust
department or agent in theentity’s name.

Category3 - Uncollateralized.
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Bank Category Carrying
Non-PooledDeposits Balance 3. Amount

GeneralFund $ 47,456 $ 1,764,799 $ -0- $ -0- $ 1,860,504
SpecialRevenueFunds 133,489 1,117,946 -0- -0- 1,215,814
Capital ProjectFunds 40,238 2,202,382 -0- -0- 3,469,630
EnterpriseFunds 37,299 ~j~3 -0- -0- 956,910

Total deposits $ 258.482 $ ~~4~Q~20 $ ~0 $ ~ $ 7,502,858

Bank ~g~gç~y Carrying

Balance 1 2 3 Amount

Fiduciary Funds $ 324,542 $ 324,542 $ ~ $ Q $ 32,520

Investments
Investmentpools are under the custodyoftheCity. Investingis performedin accordance with

investment policiescomplyingwith StateStatutesandthe City Charter. Pooledfundsmaybe
invested in theStateInvestmentPool ortheMunicipal Bond Commission for investment
purposes,or investedin the followingclassesofsecurities:CommercialpaperratedA-l by
Standard& Poor’sCorporation orP-i byMoody’s CommercialPaper Record,bankers’
acceptances,repurchaseagreementsandreverserepurchaseagreements.The pension trust fund
is also authorizedto investin corporatebonds rated AAorbetterby Standard& Poor’s
Corporationor AA orbetter byMoody’s Bond Rating.

Statestatutesauthorize thegovernmentto investin theStateInvestmentPool or the Municipal
Bond Commission or to invest such fundsin the followingclassesof securities: Obligationsof
the UnitedStatesorany agency thereof,certificatesofdeposit (which mature inlessthan one
year),generalanddirect obligationsofthe stateofWestVirginia; obligationsofthefederal
nationalmortgage association;indebtedness secured by firstlien deedoftrustsfor property
situatedwithin this stateif the paymentis substantiallyinsuredorguaranteed by thefederal
government;pooledmortgagetrusts(subjectto limitations); indebtednessofanyprivate
corporationthat is properlygradedasin the toptwo orthreehighestratinggrades;interest
earningdepositswhich arefully insured or collateralized;andmutual funds registered with the
S.E.C.which have fund assets overthreehundredmillion dollars.
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Statestatutelimitations concerning theaforementionedinvestments include thefollowing: at no
time can investment portfolios consistofmore thanseventy-fivepercentofthe indebtednessof
anyprivatecorporationnorcan theportfolio have overtwenty-five percentof its portfolio
consistingofthe indebtednessofa privatecorporation’sdebt whichmaturesin lessthan one
year;atno time maymorethan nine percentoftheportfolio be investedin securitiesissuedby a
singleprivatecorporationorassociation;and atno time canmorethan sixtypercentofthe
portfolio be invested inequity mutualfunds.

Municipal PensionFunds aregovernedas to typeofinvestments by WestVirginia Code
§ 8-22-22. Pensionfunds arepermittedto investin all of the abovementionedtypesof
investmentswith theexceptionsof(l) Direct and generalobligationsof thestateand(2) Pooled
mortgagetrusts. Additionally, pension funds are perniitted to investfunds in thefollowing
categoriesof investments:(1) Repurchaseagreementsand(2) Commonstock,securities
convertible intocommonstocks,orwarrantsandrights to purchases suchsecurities.Pension
fundshave different rulesconcerningthe purchaseofmarketable debtsecurities.

The followingrestrictionsapplyonly to pensionportfolio’s and are separateanddistinct from the
limitations mentioned above: (1) fixed incomesecuritieswhich areissuedby oneissuer(with
the exceptionof the UnitedStatesgovernment)are notto exceed ten percentof the total assets
ofthetotal pension fundassets;and(2) atno time can theequityportionofthe portfolio exceed
fiftypercentofthetotal portfolio.

TheCity’s investments arecategorizedto give an indicationofthe level ofrisk assumed bythe
City at June30, 2007. Thecategoriesare described asfollows:

Category1 - Insured orregistered,orsecuritiesheldby the City or its agentin the City’s name.

Category2 - Uninsuredandunregistered,with securitiesheld by thecounterparty’strust
departmentoragentin theCity’s name.

Category3 - Uninsuredandunregistered,with securitiesheld bythecounterparty,orby its trust
departmentor agent but not in theCity’s name.
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Category Market
TypeofInvestments 1 2 3 Value

MoneyMarket $ 1,351,308 $ -0- $ -0- $ 1,351,308 $ 1,351,308
Mutual Funds 788,126 -0- -0- 788,126 694,715
U.S. GovernmentObligations 588,426 -0- -0- 588,426 587,819
CorporateStocks 709,925 -0- -0- 709,925 532,584
CertificatesofDeposit 1,032,287 -0- -0- 1,032,287 1,033,597

Total investments $ 4.470.072 $ 0 $ ~ 4,470,072 4,200,023

Investmentsin municipalbondcommission 775,268 775,268

Total investments $ ~ $ 4,975,291

Investments reportedon financial statement asfollows:

Investments $ 3,584,713
Restricted assets 1,660,627

$ ~

Credit Risk
Statelaw limit investments.It is thegovernment’spolicy thatno investment be purchased which
does not conformto theStateofWest VirginiaCode. As ofJune30, 2007,thegovernment’s
investmentswereratedusingStandard& Poor’s andFitch andMoody’s Investment Services.

Credit Risk Rating
Standard& Moody’s

Fair Poor’sand Investment
Value Fitch Services

MoneyMarket Funds $ 1,351,308 AAA AAA
Mutual Funds 788,126 AAA AAA
U.S. GovernmentObligations 588,426 AAA AAA
CorporateStocks 709,925 N/A N/A
CertificatesofDeposit 1,032,287 A-AAA Al-AAA

$ 4,470.072
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InterestRate Risk
As of June30, 2007,the City had the following investmentsandmaturities exposedto interestrate
risk.

Fair
Value LessThan I 1—5 6 — 10 More than 10

U.S. Governmentobligations $ 588,426 $ 167,941 $ 420,485 $ -0- $ -0-
CertificatesofDeposit 1,032,287 958,357 73,930 -0- -0-

$ kI~ZQ~7fl$ U2~Z~$ 494.415 $ ~ $ ~

Fiduciary Funds
Category Market

TyieofInvestments 1. 3 Value Cost

MoneyMarket $ 1,675,809 $ -0- $ -0- $ 1,675,809 $ 1,675,809
Mutual Funds 335,590 -0- -0- 335,590 256,944
CertificatesofDeposit 119,310 -0- -0- 119,310 120,170
CorporateStocks 29,588,448 -0- -0- 29,588,448 22,688,266
Corporate Bonds 3,335,158 -0- -0- 3,335,158 3,477,359
U.S. GovernmentObligations 20,963,325 -0- -0- 20,963.325 21,000,589

Total investments $ 56,017,640 $ Q $ 9 $ ~ $ 49,219,137

Credit Risk
Statelaw limit investments.It is thegovernment’spolicy thatno investment bepurchasedwhich
does not conformto theStateof WestVirginia Code. As of June30, 2007,thegovernment’s
investments were ratedusingStandard& Poor’s andFitch and Moody’s Investment Services.

Credit Risk Rating
Standard& Moody’s

Fair Poor’s and Investment
Value Fitch Services

MoneyMarketFunds $ 1,675,809 AAA AAA
Mutual Funds 335,590 A-AAA A1-AAA
CertificatesofDeposit 119,310 A-AAA A1-AAA
CorporateStocks 29,588,448 N/A N/A
Corporate Bonds 3,335,158 A-AAA AAA
U.S. GovernmentObligations 20,963,325 AAA AAA

$ 56,017,640
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Interest Rate Risk
As ofJune30, 2007,the Cityhadthe following investmentsandmaturities exposedto interest rate
risk.

~y~rnej~tjy~ Fair Value LessThan 1 1—5 6 — 10 More than 10

U.S. Government obligations $ 20,963,325 $ 812,698 $ 7,513,362 $ 9,043,636 $ 3,593,629
Certificates ofDeposit 119,310 -0- -0- 119,310 -0-
CorporateBonds 3,335,158 105,825 1,731,428 863,536 634,369

$ ~9 $ 918.523 $ ~ $ ~2 $ 4.227998

3. PropertyTaxes

The taxeson realpropertyandthe interestand otherchargesupon such taxes attach asan
enforceablelien on thefirst day of July. Thereis no lien denominatedas suchon personal
property;however,statutesprovide that thesheriffofa countymaydistrain for delinquent taxes
anygoodsandchattelsbelongingto apersonassessed.All current taxes assessedon realand
personalpropertymaybe paidin two installments;thefirst installmentis payableon September
first ofthe year for which theassessmentis made,andbecome delinquent on Octoberfirst, andthe
secondinstallmentis payableon the first dayof the following Marchandbecomesdelinquenton
April first. Taxes paidon or before the date when they are payable, includingboth first and second
installments, are subjectto a discountoftwo andone-halfpercent. If taxes are notpaidon or
before the dateon which they becomedelinquent,includingboth first andsecondinstallments,
interest at the rateofnine percent annumis added fromthedate theybecome delinquent until paid.

All municipalitieswithin the state are authorizedto levy taxes not in excessofthe following
maximum levies per$100ofassessedvaluation: On ClassI property, twelve andfive-tenthscents
(12.50);on Class11 property,twenty-five cents(25.00);and on ClassIV property, fifty cents
(50.00). Inaddition,municipalitiesmayprovidefor an electionto lay an excesslevy, the rates not
to exceed fiftypercentofsuch authorized maximum levies, provided that at least sixtypercentof
the voters cast ballots infavor oftheexcesslevy.

The levy ratesleviedby the CityofMorgantown,WestVirginia, per$100of assessed valuation for
eachclassofproperty for thefiscal yearendedJune30, 2007were asfollows:

Classof AssessedValuations Current
Property For TaxPurposesExpense

ClassI $ -0- 12.170
ClassII 255,642,546 24.340
ClassIV 511,696,686 48.680
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4. Capital Assetsand Capital AssetsNet of Depreciation

Capital assetactivity for the yearendedJune30, 2007was asfollows:

Beginning Ending
Balance Additions Retirements Balance

GovernmentalActivities
Nondepreciable capital assets

Land $ 5,290,347 $ 997,935 $ -0- $ 6,288,282
Construction inprocess 3,314,421 703,258 2,597,316 1,420,363

Total nondepreciablecapital assets 8,604,768 1,701,193 2,597,316 7,708,645

Depreciablecapital assets
Landimprovements 850,945 217,077 -0- 1,068,022
Buildings 10,853,053 1,949,629 1,210,721 11,591,961
Infrastructure 3,485,277 5,037,501 2,693,124 5,829,654
Machinery andequipment 2,104,112 287,561 51,628 2,340,045
Furniture andfixtures 194,020 -0- -0- 194,020
Vehicles 5,052,274 324,222 199,610 5,176,886
Books andvideos 4,665,505 195,984 127,211 4.734,278

Totals athistorical cost 27,205,186 8.011,974 4,282,294 30,934,866
Less: Accumulateddepreciation
Land improvements 430,094 42,854 -0- 472,948
Buildings 2,786,618 267,705 -0- 3,054,323
Infrastructure 298,775 92,599 -0- 391,374
Machineryand equipment 1,374,326 166,999 51,628 1,489,697
Furnitureandfixtures 92,198 8,190 -0- 100,388
Vehicles 3,628,035 351,760 199,610 3,780,185
Booksandvideos 2,643,279 927,246 76,326 3.494,199

Total accumulateddepreciation 11,253,325 1,857,353 327,564 12.783.114
Total depreciation capital assets, net 15,951,861 6.154,621 3,954,730 18,151,752

Governmentalactivitiescapital assets,net $ ~ $ L~~14$ 6,552,046 $ 25,860,397

Beginning Ending

Balance Additions Retirements Balance

Enterprise Activities
Nondepreciable capitalassets

Land $ 2,251,583 $ 722,500 $ -0- $ 2,974,083
Construction in process 8,667,682 5,409,633 1,149,842 12.927.473

Total nondepreciablecapital assets 10,919,265 6,132.133 1,149,842 15.901,556

Depreciable capitalassets
Landimprovements 24,400 643,100 -0- 667,500
Buildings 12,892,767 3,903,845 -0- 16,796,612
Structuresand improvements 21,226,010 1,224,332 -0- 22,450,342
Leaseholdimprovements 90,965 -0- -0- 90,965
Machineryandequipment 2.222.774 -0- -0- 2,222,774

Total at historical cost 36,456.916 5,771.277 -0- 42,228,193

50



CITY OFMORGANTOWN, WESTVIRGINIA
NOTESTOTHE FINANCIAL STATEMENTS (CONT’D)

FORTHE YEARENDED JUNE30, 2007

Beginning Ending
Balance Additions Retirements Balance

Less: Accumulated depreciation
Landimprovements $ 16,800 $ 7,231 $ -0- $ 24,031
Buildings 2,246,921 443,523 -0- 2,690,444
Structuresand improvements 10,955,732 725,544 -0- 11,681,276
Leasehold improvements 86,356 4,609 -0- 90,965
Machinery andequipment 1,867,314 133,707 -0- 2,001,021

Total accumulated depreciation 15,173,123 1,314,614 -0- 16,487,737
Total depreciable capital assets, net 21,283,793 4,456.663 -0- 25,740,456

Enterpriseactivities capital assets, net $ ~ $ ~ $ i~~2 $ ~

Depreciation expense was charged to governmentalactivities as follows:

General government $ 160,719
Publicsafety 326,506
Highwaysandstreets 129,716
Cultureandrecreation 1,240,412

Total depreciation expense $ 1,857,353

5. Long-Term Debt

Long-termliability activity for the yearendedJune30,2007 was asfollows:

Amounts Amounts
Beginning Ending Due Within Due Afier
Balance Additions Reductions Balance OneYear OneYear

GovernmentalActivities

Compensatedabsences $ 1,398,095 $ 145,253 $ -0- $ 1,543,348 $ -0- $ 1,543,348
Obligationundercapital lease 129,646 288,026 62,056 355,616 105,357 250,259
Netpensionbenefitobligation 1,468,245 1,508,341 -0- 2,976.586 -0- 2,976,586

Governmentalactivities
long-term liabilities $ ~ $ 1,941,620 $ ~ $ ~ $ ~ $ ~
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ObligationUnderCapitalLeases

The BoardofParksandRecreation Commissionersofthe CityofMorgantownenteredinto a
capitalleaseon November10, 2005to finance the acquisitionofa Zamboni Machine.Thelease
qualified asa capital lease foraccountingpurposesand,therefore,hasbeen recorded at the
present valueofthe minimum lease payments asofthe dateof inception. The followingis a
scheduleoffuture minimum lease payments required underthis capital leaseandthepresent
valueof the net minimum lease payments atJune30,2007:

FiscalYear EndingJune30

2008 $ 19,914
2009 l9,9l4

39,828
Less: Amount representinginterest 2,376

37,452
Less: Currentmaturities 18,341

Non-currentmaturities $ 19,111

TheBoard ofParksandRecreation Commissionersofthe CityofMorgantownenteredintoa
capitalleaseon November10, 2005to finance the acquisitionof equipment. Theleasequalified
as a capitalleasefor accounting purposesand, therefore,has beenrecordedat thepresentvalueof
the minimum lease payments asof thedateof inception. The following is a scheduleof future
minimumleasepayments required underthis capitalleaseandthepresentvalueofthenet
minimum lease payments atJune30,2007:

FiscalYear EndingJune30

2008 $ 55,281
2009 55,281
2010 55,281
2011 55,281

221,124
Less: Amount representinginterest 27,316

193,808
Less: Currentmaturities 44,911

Non-currentmaturities $ ]~4~897
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TheBoardofParksandRecreationCommissionersofthe Cityof Morgantown entered into a
capital leaseto finance the acquisitionof an HVAC systemfor the Wiles Hills ElementarySchool
Building. The lease qualified asa capitalleasefor accounting purposesand,therefore,hasbeen
recorded at thepresentvalueofthe minimum lease payments asofthe dateof inception. The
following is a scheduleoffuture minimum lease paymentsrequiredunder this capitalleaseand
the present valueofthe net minimum lease payments atJune30, 2007:

FiscalYear EndingJune30

2008 $ 50,000
2009 50,000
2010 38,206

138,206
Less: Amount representing interest 13,850

124,356
Less: Current maturities 42,105

Non-current maturities $ ~Z~Z~L

The following is a scheduleoffuture minimumleasepayments required underall governmental
fund capital leasesand the present valueofthe net minimumleasepayments atJune30, 2007:

Fiscal Year EndingJune30

2008 $ 125,195
2009 125,195
2010 93,487
2011 55,281

399,158
Less: Amount representing interest 43,542

355,616
Less: Currentmaturities 105,357

Non-current maturities $ 250,259
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The following is a summaryofbonds payable at June30, 2007:

Amounts Amounts
gj~jn Ending DueWithin DueAfter

Balance Additions Reductions Balance OneYear One Year

Business-Type Activities

Bonds payable:
2003Municipal Building Lease
RevenueRefundingBonds $ 6,750,000 $ -0- $ 390,000 $ 6,360,000 $ 395,000 $ 5,965,000

2002 ParkingRevenue Bonds 5,622,953 -0- 192,481 5,430,472 130.000 5,300,472
Total bondspayable 12.372,953 9 582.481 11.790.472 525.000 11,265,472

Other long-term debt
Notes payable 56,794 -0- 8,545 48,249 8,204 40,045
Accrued compensatedabsences 168,286 -0- 7,319 160.967 160,967 -0-

Total other long-termdebt 225.080 ~ 15,864 209,216 169,171 40.045

Total long-term debt $ J,,,Q~ $ 0 $ ~ $ ~ $ ~ $ J~J7

2003Municipal Building LeaseRevenueRefunding Bond
This issuewasauthorizedto refinance the9,490,000,1996City ofMorgantownMunicipal
Building Lease Revenue RefundingBonds. The bonds wereissuedbearinginterestof2.00%-
4.00% payable semiannuallyon thefirst dayofJanuary and thefirst dayofJulyofeachyear.

The followingis a scheduleof future debt retirement basedon current financing arrangements:

FiscalYear EndedJune30, Principal Interest Total

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 445,000 180,965 625,965

2013-2017 2,445,000 656,400 3,101,400
2018-2019 1,830,000 124,200 1,954,200

Total $ 6,360,000 $ 1,807,950 $ 8,167,950

The2003bonds aresecuredby the lease rentals derived from the leaseofthe public safety and
parking buildingofthe Citypursuant to the lease,andfrom fundson deposit in thereserve
account.

As required by the2003bondordinance,a sinking fund has been established with WesBanco Trust
Investment Services.Moneysin the sinking fund areto beusedonly for the purposesofpaying
principalofandintereston the bonds. Payments arerequiredto bemadeinto the sinking fundto
payinterestwhichwill matureandbecome dueon the nextsucceedinginterest payment date. The
balance in the sinking fundaccountwith the Wesbanco TrustInvestmentServices atJune30,
2007was$885,358.
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2002Parking RevenueBonds
This issuewas authorizedto finance theacquisition,constructionandequippingofa newmotor
vehicleparkingfacility. The bonds wereissuedbearing interestof a variablerate perannum equal
to 75%ofthe Federal Home LoanBank Ratefor 5-yearmaturity with a 20-year amortization,plus
2%. The bonds are payable in42 semiannual installmentson January1 and July1.

The followingis a scheduleof futuredebt retirementbasedon currentfinancing arrangements:

FiscalYear EndedJune30, Principal Interest Total

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 145,000 233,908 378,908

2013-2017 815,000 1,080,926 1,895,926
2018-2022 1,005,000 889,405 1,894,405
2023-2027 1,270,000 623,728 1,893,728
2028-2032 1,630,000 274,193 1,904,193

2033 30,472 4,579 35,051

Total $ 5,430,472 $ 4,090,308 $ 9.520.780

The2002bonds aresecuredby the revenuesofthe Parking Authorityandastatutorymortgage lien
on the Parking Authoritysystem.

Notes Payable
Building Commission

Huntington NationalBank
6.00%:installment obligation;payable in monthlyinstallmentsof$906. Repaymentat June30,
2007 is asfollows:

Year Ending June30, Principal Interest Total

2008 $ 8,204 $ 2,672 $ 10,876
2009 8,711 2,165 10,876
2010 9,248 1,628 10,876
2011 9,818 1,058 10,876
2012 10,424 452 10,876
2013 1,844 14 1,858

$ 48,249 $ ~ $ 56,238
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6. EmployeesRetirementSystem

WestVirginia Public Employment Retirement System
The municipality maintains threeseparateemployeecontributingpensionplan& Theseplans cover
firemen,police officers,and substantiallyall otherfull-time civilian employeeswith the exception
of the Morgantown Public LibraryandBoardofPark Commissioners employees who are covered
by the West Virginia PublicEmployeesRetirementSystem. The WestVirginia Employees’
RetirementSystemis fundedthroughemployercontributionsof 10.5%ofpayroll and member
contributionsof4.5%ofpayroll.

TheMunicipality’s contributionsto the West VirginiaPublicEmployeesRetirement System for the
yearendedJune30,2007 is asfollows:

Total wages $ 1,026,216
Employershare10.50% $ 107,753
Employeeshare4.50% $ 46,180

The followingis a summaryof eligibility factors,contributionmethods,and benefit provisions:

PublicEmployees’RetirementSystem(PERS)

Eligibility to participate All Municipal full-time employees,except those
covered byotherpension plans

Authority establishing contribution
obligationsandbenefitprovisions StateStatute

Planmember’scontributionrate 4.50%
Municipality’s contributionrate 10.50%

Period requiredto vest Five Years

Benefitsandeligibility for A member who has attained age60 andhasearned
distribution 5 yearsormoreofcontribution serviceorage55

if thesumofhis/her ageplusyearsofcredited
serviceis equalto or greater than80. Thefinal
averagesalary (threehighestconsecutiveyearsin
the last10) times theyearsofservicetimes2%
equalsthe annual retirementbenefit.
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PublicEmployees’RetirementSystem(PERS)

Deferred retirementportion No

Provisionsfor:
Costof living No
Death benefits Yes

PERS issues a publiclyavailablefinancial report that includes financial statementsandrequired
supplementaryinformation. That informationmaybe obtained by writingto thePublic
EmployeesRetirementSystem,Building 5, Room 1000, 1900KanawhaBoulevardEast,
Charleston,WV 25305.

7. Employee Retirement Systemand Plans

Plan Descriptions. Contribution Information
The MunicipalityofMorgantown, West Virginia participates in three singleemployer,public
employeeretirementsystems.Assets are held separatelyandmaybe used only for the payment
ofbenefitsto themembersof the respectiveplans,asfollows:

ThePolicemen’sPensionandReliefFund(PPRF)provides retirementbenefitsfor substantially
all full-time police employees.Unless otherwise indicated, PPRF information in this Note is
provided asofthe latestactuarial valuation,July 1, 2006.

TheFiremen’sPensionandReliefFund(FPRF)provides retirement benefitsfor substantiallyall
full-time fire employees.Unless otherwise indicated,FPRFinformationin this Noteis
provided as the latestactuarialvaluation, July1, 2006.

TheEmployeesPensionandReliefFund(ERF) provides retirementbenefitsfor substantiallyall
full-time permanentemployeesnot covered by other plans. Unless otherwise indicated, ERF
information in this Noteis provided asofthe latestactuarialvaluation, July1, 2006.

Actuarial valuationsare required to be performed once everythreeyearsperstatestatute.
However, theactuarialvaluations can beperformedin shorter intervals at the discretionofthe
PPRF,FPRFandERF’sboard.
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Membershipsofthe plans are asfollows:

Group PPRF FPRF ERF Totals

Active employees:
Fully vestedandnonvested

Vestedterminatedbenefits
Retireesandbeneficiaries currently
receivingbenefits

53 47 256 356
-0- -0- 6 6

48 54 91 193

Total 101 LQI 35~ 555

These plans are defined benefitplans. The following is a summaryof funding policies,
contribution methodsandbenefit provisions.

PPRF FPRF
City Council Ordinance City CouncilOrdinance

Actuarially determined Actuarially determined

Contribute annually an amountwhich, together with contributions
from the membersand the allocable portion ofthe statepremium
taxfund, will be sufficient to meetthe normalcost ofthe thud
and amortize anyunfunded actuarial accruedliability.
Municipalities mayutilize an alternative contribution method
which allowsthe municipality to contribute nolessthan 107%
ofthe prior years contribution provided theactuary certifies
in writing that the fund will be solventover the next 15 years
under this method. In no event can the employercontribution
be lessthanthe normal costas determined by the actuary.

7% ofcoveredpayroll 7% ofcoveredpayroll

20years ofservicebut no later than the datethe participant

reaches65.

Coat ofliving adjustmentafter two years ofretirement.
Adjustment calculatedon the first $15,000ofthe total annual
benefit multiplied by the Consumer Price Index (not to exceed
4%). Costof Living adjustmentcalculated thereafteron a
cumulative basis.

Yes
Yes

Yes
Yes

ERF

City CouncilOrdinance

Actuarially determined

Contribute annually an amount aufficient to meet
the normalcostofthe fund and amortize the
actuarial deficit over a periodof 22 years.

6.00% of coveredpayroll

The latter ofthedate the participant attains
age60 and 10 years ofservicecredit, or attains
age55 and ageplus years ofServiceCredit
total 85.

Annual Cost of Living adjustmentsis the lesser
of3% or the annual consumerpriceindex
multiplied by50%; provided that the
municipality’s contribution for the year is less
than 6% ofthe participating payroll.

Yes
Yes

Governingauthority

Determination ofcontribution

requirements

Employer

Plan members

Period Required to Vest

Post-retirement Benefit

Provisionsfor:
Diability benefits
Deathbenefits
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Annual RequiredContributionsandSignificant ActuarialAssumptions
Actuarialassumptionsand other information usedto determinethe annualrequiredcontributions

(ARC) are asfollows:

Policemen’s and Firemen’s
Pension& ReliefFund

Employees Pension
and ReliefFund

Valuation Date
Actuarial Cost Method
Amortization Method
Amortization Period

7/1/06
ProjectedUnit Credit
Level % Open
40 year (levelpercentage)

Actuarial assetvaluationmethod
Actuarialassumptions:
Investmentrateof return
Projectedsalaryincreases
Postretirementbenefit increases
Inflation
Costof living adjustments

MarketValue

6.5%
5%
None
3%
$15,000of annualpension is
increasedbythe lesserof
inflationand 4%,but75%of
purchasingpoweris maintained.

MarketValue

7.5%
5%
None
3%
None

Current year annual pensioncostsfor thePPRF,FPRF andERF are shown in the trend
information. A summary scheduleof prior employercontributionsis presentedin the required
supplementary information (note11). The annual required contributions weremadeby the
PPRF, FPRF andERF fundplans.

Reserves
There areno assets legally reserved for purposes other than the paymentofplanmembersbenefits

for eitherplan. The plans heldno investments(other thanU.S. government andU.S. government
guaranteed obligations)whose market value exceeds10 percentormoreofnet assetsavailable
for benefits.

Fireman’s Pensionand Relief

DevelopmentofAnnual Required Contribution Under
Projected Unit Credit Funding Method for GASB 25

(1) Employer, employee,and state normal cost

(2) Employee contributions

$ 593,318

133,290

(3) Net employerandstate normalcosts 460,028

7/1/06
Aggregate entry age
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(4) Actuarial accruedliability $ 23,313,655

(5) Actuarialvalueoffund assets 8,054,815

(6) Unfundedactuarialaccruedliability

[(4) minus(5)] 15,258,840

(7) Amortizationofactuarialaccrued

liability over 40 years 1,126,084

(8) Total employerandstate cost

[(3) plus (7)] 1,586,112

(9) Estimatedstatecontribution 446,325

(10) Total employer contribution
[(8) minus(9)] $ 1,139,787

TheMunicipality’s annual pensioncostandnet pension obligation for thePolicemen’s Pensionand
Relieffund is asfollows:

Annual pensioncost $ 1,126,556
Contributionsmade 419,497
Increasein net pension obligation 707,059
Net pension obligation at beginningofyear 1,619,274

Net pension obligationat endofyear $ 2,326,333

Annual
Pension Amount Net Pension

FiscalYear Contributed Obligation

2007 $ 1,126,555 $ 419,497 $ 2,326,333
2006 1,073,468 669,286 1,619,274
2005 575,963 496,718 1,214,992
2004 576,892 1,419,026 1,135,747
2003 578,423 330,029 1,977,881
2002 557,370 299,093 1,729,487
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Scheduleof Funding Status

Unfunded
Actuarial Actuarial Actuarial Actuarial ~
Valuation Valueof Accrued Accrued Funded Covered as aPercentof

Date Assets Liability Li~bili 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%
7/1/06 8,054,815 23,313,655 15,258,840 35% 1,904,137 801%

Scheduleof Employer Contributions

Annual Required
~in Contribution Actual Contribution Perc~ntageContributed

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%
6/30/04 654,614 327,307 50%
6/30/05 700,436 350,218 50%

Policemen’sPensionand Relief

DevelopmentofAnnual Required Contribution Under
Projected Unit Credit Funding Method for GASB25

(1) Employer,employee,andstate normal cost $ 646,134
(2) Employee contributions 164,955
(3) Netemployerand state normalcosts 481,179

(4) Actuarialaccruedliability 25,964,649

(5) Actuarial valueoffund assets 11,192,360

(6) Unfundedactuarialaccruedliability
[(4) minus(5)] 14,772,289

(7) Amortizationofactuarialaccrued
liability over 40 years 664,772
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(8) Total employerandstatecost
[(3)plus(7)] $ 1,145,951

(9) Estimated state contribution 472,368

(10) Total employercontribution
[(8) minus (9)] $ 673,583

TheMunicipality’s annualpensioncostand net pension obligationfor theFiremen’sPensionand
Relieffund is asfollows:

Annual pensioncost $ 1,137,492
Contributionsmade 350,218
Increasein netpensionobligation 787,274
Net pensionobligation atbeginningof year 172,801

Net pension obligation atendofyear $ 960,075

Annual
Pension Amount Net Pension

FiscalYear Contributed Obligation

2007 $ 1,137,493 $ 350,218 $ 960,075
2006 1,090,158 1,418,840 172,801
2005 648,802 543,143 501,483
2004 683,719 3,332,444 395,824
2003 717,936 279,315 3,044,549
2002 689,570 245,085 2,605,928

Scheduleof Funding Status

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

Assets Liability Liability Ratio 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%
7/1/06 $ 11,192,360 25,964,649 14,772,289 43% 2,356,504 627%
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Scheduleof Employer Contributions

~Reuired
YearEnding Contribution Actual Contribution Percentage Contributed

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%
6/30/04 700,095 392,053 56%
6/30/05 762,722 419,497 55%

The followingsummarizesthechangesin the net pension obligation (NPO):

Employees
Pension and

ReliefFund

Annual required contribution (ARC)for the year
endedJune30,2007 $ 773,719

Intereston net pension obligation (NPO) ( 23,237)

Adjustmentsto NPO 30,548

Annual pension cost 781,030

Employer contributionsforthe year endedJune30,2007 650,429

Increase(decrease)to NPO 130,601

Net pension obligation(asset)at July1, 2005 179,221

Net pension obligation(asset)at June30, 2006 $ 309,822
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Employee’s Pensionand Relief Fund

Schedulesof Funding Progress

Actuarial Unfunded Unfunded asa
Valuation Plan Accrued Accrued Funded Percentof

Date Assets j~kili Liability o Payroll

July 1, 1998 $ 20,779,869 $19,508,628 $(l,27l,241) 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%
July 1,2005. 27,187,677 29,210,252 2,022,575 93.08% 8,545,358 23,67%
July 1,2006 28,946,598 31,520,796 2,574,198 91.83% 8,996,728 28.61%

Scheduleof Employer Contributions

Valuation Annual Required Actual

Date Contribution Contribution Shortfall

July 1, 1995 $ 349,473 $ 346,142 NA
Julyl, 1996 341,860 360,218 NA
July 1, 1997 280,592 362,459 $( 81,867)
July 1, 1998 179,602 320,996 (141,394)
Julyl, 1999 209,789 328,910 (119,121)
Julyl,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 605,140 596,106 ( 9,034)
July 1, 2005 660,556 653,297 ( 7,259)
July 1, 2006 773,719 NA NA

Deferred CompensationPlan
The government offersits employeesa deferred compensation plan createdin accordance with
InternalRevenueCodeSection457. The plan, availableto all full-time governmentemployees
attheiroption,permitsparticipantsto defera portionoftheir salary until futureyears.The
deferred compensationis not availableto participantsuntil termination,retirement, deathor
unforeseeableemergency.All amountsof compensation deferred under the plan,all propertyand
rights purchasedwith thoseamounts,andall income attributable to thoseamounts,propertyor
rights are held for theexclusivebenefitofthe participantsandtheirbeneficiaries.
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Other PostemploymentBenefits
Upon terminationfrom city service,an employee working for the CityofMorgantownon June15,

1993, who subsequently retiresfrom the citywill beeligible to convert sick leave daysin excess
ofninety(90) daysbut lessthanonehundredandeighty one (181) days asofJune15, 1993, to
health insuranceuponhis/herdayofretirement at therateofthree(3) sick daysfor one (1) month
of single group medicalinsuranceascarriedby thecity, or at therateoffour(4) sick daysfor one
(1) monthof family group medicalinsuranceascarriedby thecity. This benefitrequiresthat
employeeswith suchqualif~yingsick days puttheminto escrowfor this benefitand forgo
collecting 1/3 daypayfor each dayofsick leave. By placing thesedaysin escrow, city
employeesasofthe dateofthisamendmentwill have theirsick daybalance reducedto 90 days.
All employeeshiredsubsequentto June15, 1993,are not granted this option.

7. Jnterfund Balances

Individual fund interfund receivableandpayable balances atJune30,2007 for fund financial:

DueFrom Dueto
Other Funds Other Funds

General Fund $ 7,708 $ -0-

SpecialRevenueFunds
Public library 7,874 -0-
Life andHealth Fund 11,088 -0-
CommunityDevelopment Block Grant -0- 405
Economic DevelopmentGrant -0- 42,463

Capital Project Funds
Capitalreserve 155,081 -0-
Libraryexcesslevy II -0- 9,685
Tax increment financing -0- 71,504
Capitalprojects— Clay BattelleBranch 1,790 -0-
BusinessImprovementDistrict -0- 41,114

Enterprise Funds
Airport fund -0- 4,150
ParkingAuthority -0- 14,220

$ 183,541 $ i&3,541
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8. Contingent Liabilities

Amountsreceived or receivablefrom grantagenciesare subjectto audit andadjustmentby grantor
agencies,principallythefederalgovernment.Any disallowedclaims, includingamountsalready
collected,may constitutea liability oftheapplicablefunds.

Theamount,if any,ofexpenditureswhich may be disallowed by the grantor cannot bedetermined
at this timealthoughthegovernmentexpects suchamounts,if any, to be immaterial.

Thegovernmentis a defendantin variouslawsuits. Although the outcomeofthese lawsuitsis not
presentlydeterminable, itis the opinionof thegovernment’s counselthat resolutionof these matters
will not have amaterialeffect on the financial conditionofthegovernment.

9. Restricted

Certainenterprisefund assetsarerestricted for repaymentof long-termdebt. Reserved net assets
includethe excessofassets over certain liabilities restricted for the debt serviceon revenuebonds.

10. Debt ServiceCoverage

The debt servicecoveragefactor for the Parking Authority has been calculated asfollows for the
yearendedJune30, 2007:

Total revenues $ 2,189,046
Less: Gain in market valueofinvestments ( 20,179)
Adjustedgrossrevenues 2,168,867

Total expenses 1,857,437
311,430

Add: Depreciation expense 382,405

Amount availablefor debt serviceand capitalexpenditures $ ~693,835

Maximum annual debt service $ 381,420

Calculateddebt servicecoveragefactor 1.82

Required debt servicecoveragefactor 1.10

Basedon this calculation,it appearsthat the Parking Authority was incompliancewith the
provisionsset forth in its bondordinance asofJune30, 2007.
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11. Tax Increment Financing Bonds

Tax Incrementfinancing bonds are usedto finance economicdevelopmentwithin theCity. The
bond proceeds areusedto fund various construction projects with the CityofMorgantown. Real
estatevalueis thus increasedand will provideincreasedfuture taxrevenueto theCity. The
differencein theamountof realestatetaxes attributableto the Tax Increment Financingproperty
prior to andsubsequentto the developmentofthepropertyconstitutesthe“increment” that is
availableto pay debt serviceon the bonds. The bonds are not guaranteed by the fullfaith and
creditof the CityofMorgantown,andas a result are not recorded in theCity’s financial statements.

As of June30, 2007,the followingis a list of Tax Increment Financingbondsoutstanding:

Morgantown2006A $ 5,892,103

12. Leaseof Property

OnApril 30,2007, the CityofMorgantown Building Commission entered into a leaseagreement
with the West Virginia UniversityBoard ofGovernorsfor theleaseofdocksto WestVirginia
University. The lease paymentis $756per monthand will be usedto reducethe costofthe docks
of$90,720expended by the CityofMorgantown.

On April 30, 2007,the CityofMorgantown Building Commission entered into a lease agreement
with PlatinumPropertiesLimited Liability Companyfortheleaseofa parcelofreal estate located
in the First Wardof the CityofMorgantown to Platinum Properties LimitedLiability Company.
This leaseis for a periodof50 yearsandrequires Platinum PropertiesLimited Liability Company
to remita rentalpaymentof$1 peryear.

On January1, 2007,theBoardofParksandRecreationCommissionersofthe CityofMorgantown
enteredinto an operating lease for the leaseofcertain real estate located in the First Wardofthe
City ofMorgantown. Theleaseis for sixty fourmonthsexpiringon April 30, 2012and requires a
monthlyrentalpaymentof$8,333. The following is a summaryof future lease payment
requirements.

FiscalYear

2008 $ 99,996
2009 99,996
2010 99,996
2011 83,330

$ 383,318
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13. RestatementofNetAssets

It wasdetermined duringthis examination that the net assetsofthe governmental fundsrequired
restatement asfollows:

Net assets aspreviouslypresented $ 32,856,547

Less: Understatementofnet pension obligation ( 1,468,245)

Net assets as restated $ 31.388,302
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Special Capital
Revenue Project Total
Funds Funds (MemorandumOnly)

ASSETS

Cash $ 331,916 $ 750,739 $ 1,082,655
Investments 2,264,606 105,110 2,369,716
Receivables (netofallowancesfor uncollectibles)

Accounts -0- 47,392 47,392
Grants 25,520 20,326 45,846

Due from/(to) other funds 7,469 (120,513) ( 113,044)
Prepaid expenses 1,825 -0- 1,825

TOTAL ASSETS $ 2,631,336 $ 803.054 $ 3,434,390

LIABILITIES AND FUND BALANCES

Liabilities
Accountspayable $ 28,213 $ 537,635 $ 565,848
Accrued payrolland compensated absences 61,349 -0- 61,349
Deferredrevenue -0- 24,461 24,461

Total liabilities 89,562 562,096 651,658

Fund Balances
Reservedfor unemployment 11,872 -0- 11,872
Unreserved 2,529,902 240,958 2,770,860

Total fund balances 2,541,774 240,958 2,782,732

TOTAL LIABILITIES AND FUND BALANCES $ 2,631,336 $ 803,054 $ 3~434.390

Theaccompanyingnotesarean integralpartofthe combining financialstatements.
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Special Capital
Revenue Project Total
Funds Funds (MemorandumOnly)

Revenues
Chargesfor services $ 36,205 $ -0- $ 36,205
Finesand forfeits 74,079 -0- 74,079
Interest 96,336 13,177 109,513
Donations 26,251 71,922 98,173
Taxes -0- 558,133 558,133
Intergovernmental:

Federal 886,392 447,988 1,334,380
State 581,827 12,800 594,627
County 270,000 15,000 285,000

Gain (loss)on investments 141,652 -0- 141,652
Other 5,018 -0- 5,018

Total revenues 2,117,760 1,119,020 3,236,780

Expenditures
General government 8,644 6,269 14,913
Public safety 94,712 -0- 94,712
Cultureandrecreation 1,467,704 -0- 1,467,704
Community development 868,811 1,431,383 2,300,194

Total expenditures 2,439,871 1,437,652 3,877,523

(Deficiency)excessofrevenues(under)over
expenditures ( 322,111) ( 318,632) ( 640,743)

OtherFinancingSources (Uses)
Operating transfers in 713,926 434,845 1,148,771
Operating transfers(out) ( 110,642) -0- ( 110,642)

Total otherfinancingsources(uses) 603,284 434,845 L038,l29

(Deficiency)excessofrevenuesandother financing
sources(under)over expendituresandother
financinguses 281,173 116,213 397,386

Fund balance beginningofyear 2,260,601 124,745 2,385,346

Fund balanceendofyear $ 2,541.774 $ 240,958 $ ~782,732

Theaccompanyingnotes arean integralpartofthe combining financialstatements.
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Small
Coal çp~i~ Local Law es Library Dorseyi~

Severance i~y~i~mentPublic Police Special Enforcement k ~p~p~1e Knob Total
iE~inti ~ipck Grant Library Forfeiture Grants Grant n Trust Escrow (M~3Jdup~Qnl~)

ASSETS

Cash $ 15,564 $ 3,324 $ 237,446 $ 58,379 5 -0- $ 16,810 $ 393 $ -0- $ -0- $ 331,916
Investments -0- 80,126 1,057,532 -0- -0- -0- -0- 1,126,948 -0- 2,264,606
Receivables (netof allowances for
uncollectibles)
Grants -0- -0- -0- -0- 25,520 -0- -0- -0- -0- 25,520

Due from/(to) other funds -0- ( 405) 7,874 -0- -0- -0- -0- -0- -0- 7,469
Prepaidexpenses -0- -0- 1,825 -0- -0- -0- -0- -0- -0- 1,825

TOTAL ASSETS S ~ $ ~ $ J~,~77 $ ~ $ 25~52~$ ~ $ 39~$ ~ $ 263i~

LIABILITIES AND FUND
BALANCES

Liabilities
Accounts payable $ -0- $ 1,807 $ 886 $ -0- $ 25,520 $ -0- $ -0- $ -0- $ -0- $ 28,213
Accrued payroll andcompensatedabsences -0- 59,118 ~ -0- -0- -0- -0- -0- 61,349

Total liabilities -0- 4,038 60,004 -0- 25,520 -0- -0- -0- -0- 89,562

Fund Balances
Reserved forunemployment -0- -0- 11,872 -0- -0- -0- -0- -0- -0- 11,872
Unreserved 15,564 79~9J. 1,232,801 ~ -0- 16,810 393 1,126,948 -0- 2,529,902

Total fundbalances 15,564 79,007 1,244,673 ~$3.7~ -0- 16,810 393 1,126,948 -0- 2,541,774

TOTAL LIABILITIES AND FUND
BALANCES $ ~ $ ~Qg~ $ j~9~77 $ ~ $ ~Q $ 1~jQ. $ 39~$ ~ $ ~~I�

The accompanying notes arean integralpartofthe combiningfinancialstatements.
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CITY OF MORGANTOWN,WESTVIRGINIA
COMBINING STATEMENTOF REVENUES,EXPENDITURESAND

CHANGESIN FUND BALANCES NONMAJORGOVERNMENTALFUNDS -

SPECIALREVENUEFUNDS
FOR THEYEARENDEDJUNE30, 2007

Small
Coal Community Local Law Cities ~

Severance i~i~p~ent Public Police $p~cial Enforcement Block ~p~j~le j~flQ~
Fund Block Grant Library Forfeiture Grants Grant Grant Trust Escrow (Memorandum

Revenues
Charges for services $ -0- $ -0- $ 36,205 $ -0- $ -0- $ -0- $ -0- $ -0- $ -0- $ 36,205
Fines and forfeits -0- -0- 19,189 54,890 -0- -0- -0- -0- -0- 74,079
Interest 2,923 2,019 39,576 4,123 -0- 338 -0- 47,357 -0- 96,336
Donation -0- -0- 26,251 -0- -0- -0- -0- -0- -0- 26,251
Intergovernmental:

Federal -0- 866,499 -0- -0- -0- 19,893 -0- -0- -0- 886,392
State 96,435 -0- 367,034 -0- 118,358 -0- -0- -0- -0- 581,827
County -0- -0- 270,000 -0- -0- -0- -0- -0- -0- 270,000

Gain(loss)on investments -0- -0- 36,241 -0- -0- -0 0- 105,411 0 141,652
Other -0- _~Q __~~Qi~ -0- _~Q -0- -0- _-~-~

Total revenues 99,358 868,518 i9~,5J4 59,Qi~. ~ ~9~3j -0- ~ -0- 2,ll7,7~

Expenditures
General government 16 1,500 -0- -0- -0- -0- -0- 7,115 13 8,644
Publicsafety -0- -0- -0- 62,525 -0- 32,187 -0- -0- -0- 94,712
Culture andrecreation -0- -0- 1,138,247 -0- 118,358 -0- -0- -0- 211,099 1,467,704
Community development -0- ~ _____ -0- -0- ~ ~5~fl

Total expenditures 16 ~j1 IJ.~L~41 62,~25 II~. ~j~7 -0- 7,115 ~jjjj2 2,439~7j

(Deficiency) excessof revenues (under)
overexpenditures 99,342 (1,793) (.~.jJ3) ( 3,512) -0- (11,956) -0- 4~~3(~fl,Jj2) (__322,Jfl)
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CITY OF MORGANTOWN,WESTVIRGINIA
COMBINING STATEMENTOF REVENUES,EXPENDITURESAND

CHANGESIN FUND BALANCES NONMAJOR GOVERNMENTALFUNDS -

SPECIALREVENUEFUNDS (CONTD)
FOR THEYEAR ENDEDJUNE30, 2007

Small
~ui~i Community Local Law Cities Library Dorsey’s

Severance Development Public Police Special Enforcement Block Expendable Knob Total
Fund BlockGrant Library Forfeiture Grants Grant Grant Trust Escrow (Memorandum

Qni~)

Other Financing Sources(Uses)
Operating transfers in $ -0- $ -0- $ 502,827 $ -0- $ -0- $ -0- $ -0- $ -0- $ 211,099 $ 713,926
Operatingtransfer(out) (110.642) -0- -0- -0- -0- -0- -0- -0- -0- ( 110,642)

Total other financing sources (uses) (110.642) -0- 502,827 -0- -0- -0- -0- -0- 211.099 603,284

(Deficiency) excessof revenues(under)
overexpendituresandotherfinancing
uses ( 11,300) ( 1,793) 164,094 ( 3,512) -0- (11,956) -0- 145,653 ( 13) 281,173

Fund balancebeginningof year 26,864 80.800 1,080,579 61,891 -0- 28,766 393 981,295 13 2,260,601

Fundbalanceendof year $ 15,564 $ 79,007 $ 1.244.673 $ 58.379 $ -0- $ 16,810 $ 29~$ 1,126,948 $ -0- $ 2,541.774

The accompanyingnotesareanintegralpart of thecombiningfinancial statements.
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CITY OF MORGANTOWN, WEST VIRGINIA

COMBINING FUND BALANCE SHEETS
NONMAJOR GOVERNMENTAL FUNDS-

CAPITAL PROJECTFUNDS
JUNE30, 2007

Capital ~pj~a1
Library Project Proect Business I~x
Excess CheatArea ci~y~iel1eI~pj~yejn~ntIncrement Total
Levy II Branch Branch District ~ (Memorandum Only)

ASSETS

Cash $ -0- $ -0- $ -0- $ 2,651 $ 748,088 $ 750,739
Investments 20,482 -0- 84,628 -0- -0- 105,110
Accounts receivable -0- -0- -0- -0- 47,392 47,392
Grants receivable -0- -0- -0- 20,326 -0- 20,326
Duefroml(to) other funds ( 9,685) -0- 1,790 (4fl14) ( 7 1.504) (120,513)

TOTAL ASSETS $10,797 $ 0 $ ~ $Q,~d~)$ ZZ~22~ $ ~Q~Q2

LIABILITIES AND FUND
BALANCES

Liabilities
Accounts payable $ -0- $ -0- $ -0- $ 25,408 $ 512,227 $ 537,635
Deferred revenues -0- -0- -0- 24,461 24,461

Total liabilities -0- -0- -0- 25,408 536,688 562.096

Fund Balances
Unreserved 10,797 -0- 86,418 (43~54~) 187,288 240,958

TOTAL LIABILITIES AND FUND
BALANCES $ 10.797 $ Q~ $ ~ $(j~J~2)$ 7~7~j, $ 803,054

TheaccompanyingnoteSarean integral partof thecombiningfinancial statements.
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CiTY OF MORGANTOWN, WEST VIRGINIA

COMBiNING STATEMENT OF REVENUES,EXPENDITURES AND
CHANGESIN FUND BALANCES NONMAJOR GOVERNMENTAL FUNDS-

CAPiTAL PROJECTFUNDS
FORTHE YEAR ENDEDJUNE30, 2007

Revenues
Interest
Donations
Taxes
Intergovernmental:
Federal
State
County
Total revenues

-0-
-0-
-0-

841

(Deficiency)excessof revenues(under)
overexpenditures 841 -0- 33,155 ( 567,974) 215,346 ( 318,632)

Other Financing Sources(Uses)
Operating transfer in
Operatingtransfer(out)

Total otherfinancingsources(uses)

-0- -0-
-0-
-0-

-0- 434,845

-0- -0- 434,845 -0-

-0- 434,845
-0-

434,845

Excess(deficiency)of revenues and
other financing sources over(under)
expendituresand other financinguses 841 -0- 33,115 ( 133,129) 215,346 116,213

Fund balancebeginningof year 9,956 53.263 89,584 ( 28~058) 124,745

Fund balance endof year $10,791 $:9; $ ~ $L~4~) $187,288

Theaccompanyingnotesarean integralpartofthe combining financialstatements.

Libr~iy
Excess
Levy II

$ 841
-0-
-0-

~ppiial
i~Qject

CheatArea
Branch

$ -0-
-0-
-0-

ç~pgal
E~j~ct

~ttelle
Branch

$ 2,775
2,580

-0-

Business
Improvement

District

$ 1,719 $
69,342
20,008

447,988
-0-
-0-

539,057

143
1,106.888
1,107,031

-0- -0-
-0- 12,800

15,000
33,155

Expenditures
Generalgovernment
Communitydevelopment

Total expenditures

Tax
Increment
Financing

7,842
-0-

53 8,125

-0-
-0-
-0-

545,967

6,126
324.495
330,621

Total
(MemorandumOnly)

$ 13,177
71,922

558,133

447,988
12,800
15,000

1,119.020

6,269
1,431,383
1 ,437~452

-0-
-0-
-0-

-0-
-0-
-0-

-0-
-0-
-0-
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REPORT ONINTERNAL CONTROLOVER FINANCIAL
REPORTINGAND ON COMPLIANCEAND OTHERMATI’ERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMEDIN ACCORDANCEWiTH

GOVERNMENTAUDITINGSTANDARDS

The Honorable MayorandCouncil
City ofMorgantown
Morgantown, West Virginia

We haveauditedthefinancial statementsofthe governmentalactivities, the business-type
activities,eachmajorfund,andtheaggregateremainingfund informationofthe Cityof
Morgantown,West Virginia, asofand forthe yearendedJune30, 2007, which collectively
comprise the CityofMorgantown, WestVirginia’s basicfinancial statements and haveissuedour
report thereon dated March7, 2008. We conductedouraudit in accordance with auditing
standardsgenerally acceptedin the UnitedStatesofAmericaand thestandardsapplicableto
financial audits contained inGovernmentAuditing Standards,issuedby the Comptroller General
ofthe UnitedStates.

Internal Control Over Financial Reporting
In planningandperformingour audit, weconsidered the CityofMorgantown, WestVirginia’s
internal control overfinancial reportingasa basis for designing our auditing proceduresfor the
purposeofexpressingouropinionson the financialstatements,but notfor thepurposeof
expressingan opinionon theeffectivenessofthe CityofMorgantown, WestVirginia’s internal
control over financial reporting.Accordingly, wedo not expressan opinionon the effectiveness
ofthe CityofMorgantown, WestVirginia’s internal control over financial reporting.

A controldeficiency exists when the design or operationofa control doesnot allow management
oremployees,in the normalcourseofperformingtheirassignedfunctions,to preventordetect
misstatementson a timely basis. A significant deficiencyis a control deficiency,orcombination
ofcontroldeficiencies,that adversely affects the CityofMorgantown, WestVirginia’s ability to
initiate, authorize,record, process,orreport financialdatareliably in accordance with generally
acceptedaccountingprinciplessuchthat thereis morethan a remote likelihoodthat a
misstatementof the CityofMorgantown,WestVirginia’s financial statements thatis more than
inconsequentialwill not bepreventedordetected by the CityofMorgantown, WestVirginia’s
internalcontrol.
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HonorableMayorand Council
City ofMorgantown Page2

A material weaknessis a significant deficiency,orcombinationof significant deficiencies, that
resultsin more than a remote likelihoodthat amaterialmisstatementofthe financial statements
will not bepreventedor detected by the Cityof Morgantown, WestVirginia’s internal control.

Our considerationof internalcontrol over financialreportingwas for thelimited purpose
describedin thefirst paragraphofthis sectionandwould not necessarily identifyall deficiencies
in internal control that might be significant deficienciesormaterialweaknesses. We did not
identify any deficienciesin internal control over financialreportingthat weconsider to be
material weaknesses, as definedabove.

Compliance andOtherMatters
As partofobtainingreasonable assurance about whether the CityofMorgantown,WestVirginia’s
financial statements are freeofmaterial misstatement,weperformed testsof its compliance with
certainprovisionsoflaws, regulations,contracts,and grantagreements,noncompliancewith
which couldhave adirectand material effecton the determinationoffinancialstatement
amounts.However, providingan opinionon compliancewith those provisions was notan
objectiveofouraudit, andaccordingly,we do not express suchan opinion. The resultsofour
testsdisclosedno instancesofnoncomplianceorother mattersthat arerequiredto bereported
underGovernmentAuditingStandards.

This reportis intendedsolely for the informationanduseoftheMunicipal Officials of the Cityof
Morgantown, West Virginia,federalandstateawardingagenciesandpass-through entities, and
the West VirginiaStateTax Departmentandis not intendedto be andshouldnot beusedby
anyone other than thesespecifiedparties. However, this reportis a matterofpublic record.

G~L~&
4

:cJ~~ PA4 ‘1.

March7, 2008
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REPORT ONCOMPLIANCEWITH REQUIREMENTS
APPLICABLE TOEACH MAJORPROGRAM AND ON

INTERNAL CONTROLOVER COMPLIANCE IN ACCORDANCE
WITH 0MB CIRCULAR A-133

The Honorable MayorandCouncil
City ofMorgantown
Morgantown,WestVirginia

Compliance
We haveauditedthecomplianceof the CityofMorgantown, West Virginia, with thetypesof
compliancerequirements describedin the US. OfficeofManagementand Budget(0MB)
CircularA-133 ComplianceSupplementthat areapplicableto eachofits majorfederalprograms
for the yearendedJune30, 2007. The CityofMorgantown, WestVirginia’s major federal
programsare identifiedin the summaryofauditor’sresultssectionof the accompanying schedule
offindingsand questionedcosts. Compliancewith the requirementsoflaws, regulations,
contractsandgrantsapplicableto eachofits majorfederalprogramsis the responsibilityofthe
City ofMorgantown, WestVirginia’s management.Our responsibilityis to express an opinion
on the CityofMorgantown, WestVirginia’s compliance basedon our audit.

We conductedouraudit ofcompliancein accordance with auditingstandardsgenerally accepted
in theUnited Statesof America;thestandardsapplicableto financial audits contained in
GovernmentAuditingStandards,issuedby the Comptroller Generalofthe UnitedStates;and
0MB Circular A-133,AuditsofStates,Local Governments,andNon-Profit Organizations.
Thosestandardsand0MB Circular A-133 requirethat we planandperform the auditto obtain
reasonable assurance about whether noncompliancewith thetypesofcompliance requirements
referredto abovethat couldhave adirect andmaterialeffect on amajorfederalprogram
occurred. Anaudit includesexamining,on a testbasis,evidenceaboutthe CityofMorgantown,
WestVirginia’s compliancewith those requirementsandperformingsuchother proceduresaswe
considered necessary in thecircumstances.We believethat our auditprovides a reasonable basis
for ouropinion. Our audit doesnot provide alegal determinationon the CityofMorgantown,
WestVirginia’s compliancewith those requirements.

In our opinion, the Cityof Morgantown,West Virginia,complied,in all material respects, with
the requirements referredto abovethat are applicableto eachofits majorfederalprogramsfor
the year endedJune30, 2007.
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Internal ControlOver Compliance
The managementofthe CityofMorgantown, West Virginiais responsiblefor establishingand
maintaining effectiveinternalcontrol overcompliancewith therequirementsoflaws,
regulations,contracts,andgrantsapplicableto federalprograms. In planningandperformingour
audit, we considered the CityofMorgantown, WestVirginia’s internal control over compliance
with the requirementsthat couldhavea direct andmaterial effect on a majorfederalprogramin
orderto determineourauditing proceduresfor thepurposeof expressingouropinionon
compliance,but not for the purposeof expressingan opinionon the effectivenessofinternal
control overcompliance.Accordingly,wedo not expressan opinionon the effectivenessofthe
City ofMorgantown, WestVirginia’s internal control overcompliance.

A control deficiencyin an entity’s internal control over complianceexistswhenthedesignor
operationofa control doesnot allow managementor employees,in the normal courseof
perfonTningtheirassignedfunctions,to prevent or detect noncompliance with a typeof
compliancerequirementofa federalprogramon a timely basis. A significantdeficiencyis a
controldeficiency,or combinationofcontroldeficiencies,that adversely affects theentity’s
ability to administera federalprogram such that thereis more than a remote likelihood that
noncompliance witha typeofcompliance requirementofa federalprogramthat is more than
inconsequentialwill not be preventedordetected by theentity’s internal control.

A materialweaknessis a significant deficiency, orcombinationof significantdeficiencies,that
resultsin more thana remote likelihoodthat material noncompliance with a typeofcompliance
requirementof a federalprogram will not be preventedordetected by theentity’s internal control.

Our considerationofinternal control over compliance wasfor the limited purposedescribedin
thefirst paragraphofthis sectionandwould not necessarily identifyall deficiencies in internal
controlthat might be significantdeficienciesormaterialweaknesses. Wedid not identify any
deficienciesin internalcontrol over compliancethat we considerto be material weaknesses, as
definedabove.

This reportis intendedsolely for the informationanduseofthe MunicipalOfficialsof the Cityof
Morgantown,West Virginia,federalandstateawardingagenciesandpass-throughentities,and
the West VirginiaStateTax Departmentandis not intendedto be andshouldnot beusedby
anyoneother than thesespecifiedparties. However, this reportis amatterofpublic record.

I L3~.t~, P~C

March 7, 2008
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CiTY OF MORGANTOWN,WESTVIRGINIA
SCHEDULE OFFINDINGSAND QUESTIONEDCOSTS

FOR THE YEAR ENDEDJUNE30, 2007

A. Summary of Audit Results

1. Theauditor’sreport expressesan unqualified opinionon the financial statementsofthe Cityof
Morgantown, West Virginia.

2 No significantdeficienciesrelatingto the auditof thefinancial statements are reported in the
reporton internalcontrol over financialreportingand on complianceand other matters based
on an audit offinancial statements performedin accordance withGovernmentAuditing
Standards.

3. No instancesofnoncompliance material to the financial statementsofthe Cityof
Morgantown, West Virginiawasdisclosed during theaudit.

4. No significantdeficienciesrelatingto theaudit ofthemajorfederal awardprograms are
reportedin the reporton compliancewith the requirements applicable to eachmajorprogram
andinternal control overcompliancein accordancewith 0MB CircularA-l33.

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

6. Audit findings relative to the major federal award programs for the City of Morgantown,West
Virginia expressesan unqualified opinion.

7. The programs tested as major programs were Departmentof Transportation’sFederal Aviation
Administration Airport Improvement ProgramCFDA number20.106,Departmentof
Transportation’sFederalHighwayAdministrationHighway PlanningandConstruction Grant
CFDA number 20.205and Department of Housing and Urban Development’s Community
PlanningandDevelopment ProgramCFDA number14.218..

8. The threshold fordistinguishingTypesA andB programswas$300,000.

9. The entity does not qualify asa low risk auditee.

B. Findings - Financial Statements Audit

None
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CiTY OF MORGANTOWN,WESTVIRGINIA
SCHEDULE OFFINDINGSAND QUESTIONEDCOSTS (CONT’D)

FOR THEYEAR ENDED JUNE30, 2007

C. Findings andQuestionedCosts- Major Federal Award Program Audit

UnitedStatedDepartmentofTransportation— FederalA vianon Administration —

Airport ImprovementProgram - CFDA 20.106- Fiscal YearEndedJune30, 2007;
UnitedStatesDepartmentofTransportation— FederalHi~-hwayAdministration —

Hi~thwayPlanningandConstructionGrant - C~FDA20.205- FiscalyearEnded
June 30, 2007;UnitedStatesDepartmentofHousingandUrban Development—
CommunityPlanning andDevelopment— CommunityDevelopment BlockGrant —

CFDA 14.218- Fiscal YearEndedJune 30, 2007.

None
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CITYOF MORGANTOWN,WESTVIRGINIA
SCHEDULE OFEXPENDITURESAND FEDERALAWARDS

FORThEYEAR ENDEDJUNE30, 2007

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

FederalGrantor/Pass-ThroughGrantor/Program Title Number Number July 1, 2006 Recognized Expenditures June 30,2007

Departmentof Transportation

National HighwayTraffic Safety Administration
DepartmentofTransportation

Stateand Community Highway Safety 20.600 F06-HSO5-402 $ -0- $ 2,009 $ 2,009 $ -0-

FederalAviation Administration
Airport ImprovementProgram 20.106 3-54-0015-028-2007 -0- 80,955 80,955 -0-
Airport Improvement Program 20.106 3-54-0015-024-2005 -0- 166,443 166,443 -0-
Airport Improvement Program 20.106 3-54-0015-020-2003 -0- 6,026 6,026 -0-
Airport ImprovementProgram 20.106 3-54-0015-026-2005 -0- 1,965,326 1,965,326 -0-
Airport ImprovementProgram 20.106 3-54-0015-027-2006 -0- 2,951,913 2,951,913 -0-
Small Communities Air Service Department 20.930 2004-8-30 -0- 27,746 27,746 -0-

FederalHighwayAdministration
WestVirginia Departmentof Transportation—

Division of Highway~
Highway Planning and Construction Grant 20.205 TEA-OQ22(001)E -0- 197,458 197,458 -0-
Highway Planning andConstructionGrant 20.205 TEA-OH22(001)E -0- 225,995 225,995 -0-
HighwayPlanning and Construction Grant 20.205 TEA-0H22(001)E -0- 20,326 20,326 -0-

United StatesDepartmentofJustice

Office ofJustice Programs.Bureauof Justice Assistance
Edward ByrneMemorial Justice AssistanceGrant 16.738 2006-DJ-BX-08S0 -0- 19,893 19,893 -0-
Bulletproof VestPartnership Program 16.607 -0- 1,632 1,632 -0-
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CITY OF MORGANTOWN,WESTVIRGINIA
SCHEDULEOF EXPENDITURESAND FEDERALAWARDS (CONT’D)

FORThEYEAR ENDEDJUNE30, 2007

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

FederalGrantor/Pass-Through Grantor/Program Title Number Number July1, 2006 Recognized Expenditures June 30,2007

United StatesDepartmentof Justice(cont’d)

Office ofJustice Programs,Bureauof Justice Assistance—

Stateof West Virginia Divisionof Criminal JusticeServices
Edward Byrne Memorial Formula Grant Program 16.579 2006-DJ-BX-0057 $ -0- $ 68,687 $ 68,687 $ -0-
EdwardByrneMemorialFormulaGrantProgram 16.579 06-DC-12 -0- 6,829 6,829
Edward Byrne MemorialFormulaGrantProgram 16.579 06-DC-12 -0- 14,473 14,473 -0

Office ofJuvenileJusticeand Delinquency Prevention,
Office of Justice Programs

West Virginia Divisionof Criminal JusticeServices
EnforcingUnderageDrinking LawPrograms 16.727 2005-AH-FX-0036 -0- 853 853 -0-
EnforcingUnderageDrinking LawPrograms 16.727 2006-AH-FX-0043 -0- 2,982 2,982 -0-

Corporation for National and Community Service

Retired andSeniorVolunteerPrograms 94.002 O4SRWVOO3 -0- 88,714 88,714 -0-

Department of Homeland Security

Assistance to Firefighters 97.044 EMW-2005-FG-15290 -0- 63,438 63,438 -0-

Department ofHomeland Security

StateofWest Virginia Department ofMilitary Affairs & Public
Safety Homeland SecurityAdministrativeAgency
Homeland Security Grant Program 97.067 2005-GE-T5-0045 -0- 95,323 95,323 -0
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CITY OF MORGANTOWN,WESTVIRGINIA
SCHEDULEOF EXPENDITURESAND FEDERALAWARDS (CONT’D)

FOR THEYEARENDEDJUNE30, 2007

Accrued or Accrued or
Federal (Deferred) Receipts or Federal (Deferred)
CFDA Grant Revenue at Revenues Disbursements!Revenueat

FederalGrantor/Pass-ThroughGrantor/Program Title Number Number July1, 2006 Recognized Expenditures June 30,2007

Departmentof HousingandUrbanDevelopment

CommunityPlanning and Development.Departmentof
HousingandUrbanDevelopment

CommunityDevelopmentBlock Grant/EntitlementGrants 14.218 B-06-MC-54-0007 -0- $ 866,499 $ 866,499 -0-

Notes to Scheduleof Expendituresof FederalAwards

Note 1 - SignificantAccountingPolicies
The accompanyingscheduleof federal awards isa summaryof the activity of theCity of Morgantown,WestVirginia’s federal award programs and presentstransactionsthatwould
be includedin financialstatementsof theCity of Morgantownpresentedon the accrualbasis of accountingascontemplated by accounting principles generallyacceptedin the
United States of America.
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CiTY OF MORGANTOWN,WESTVIRGINIA
SUMMARY SCHEDULE OFPRIORAUDIT FINDINGS

FORTHE YEAR ENDEDJUNE30, 2007

United StatedDepartment of Transportation — Federal Aviation Administration — Airport
Improvement Program CFDA 20.106— Fiscal Year Ended June 30, 2006; UnitedStates
Department ofTransportation — Federal Highway Administration — HighwayPlanningand
Construction Grant — CFDA 20.205— Fiscal year Ended June30, 2006; United States
Department of Housing and Urban Development — Community Planned and Development —

Community Development BlockGrant — CFDA 14.218— Fiscal Year Ended June 30, 2006.

No prior audit findings
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CiTY OF MORGANTOWN,WESTVIRGINIA
SCHEDULE OF PASSENGERFACILITY CHARGES

FOR THEYEAR ENDEDJUNE30, 2007

BalanceJune30, 2006 $ 3,010

Revenues received:
Passenger facilitycharges 12,832
Interest income 13

Disbursements:
CapitalProjects 12,576

BalanceJune30, 2007 $ 3,279

Theaccompanyingindependentauditor’sreportis an integralpartofthis schedule.
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INDEPENDENTAUDiTOR’S REPORT ONCOMPLIANCE
WiTH REQUiREMENTS APPLiCABLETO THE PASSENGER

FACiLITY CHARGESPROGRAMAND ON INTERNAL
CONTROLOVER COMPLIANCE

The Honorable MayorandCouncil
City ofMorgantown
Morgantown, West Virginia

Compliance

We haveauditedthecomplianceof the CityofMorgantown, West Virginia with the compliance
requirements described in the PassengerFacilityCharge Audit Guide for Public Agencies, issued
by the Federal AviationAdministration(Guide),for its passenger facility charge programforthe
yearendedJune30,2007. Compliancewith therequirementsof lawsandregulations applicable
to its passenger facility chargeprogramis the responsibilityofthe CityofMorgantown,West
Virginia’s management.Ourresponsibilityis to expressan opinionon the CityofMorgantown,
WestVirginia’s compliance basedon our audit.

We conductedour audit ofcompliancein accordancewith auditingstandardsgenerallyaccepted
in theUnited StatesofAmerica;thestandardsapplicableto financial audits contained in
GovernmentAuditingStandards,issuedby the Comptroller Generalof the UnitedStates;and the
Guide. ThosestandardsandtheGuiderequirethat weplanandperformtheaudit to obtain
reasonableassuranceaboutwhethernoncompliance with the compliance requirements referred to
abovethat couldhavea direct andmaterialeffect on thepassengerfacility chargeprogram
occurred. Anaudit includesexamining,on a testbasis,evidence about theCity ofMorgantown,
WestVirginia’s compliancewith those requirementsandperformingsuchotherproceduresaswe
considerednecessaryin thecircumstances.We believethat our audit provides a reasonable basis
for our opinion. Our audit doesnotprovidea legal determinationof the CityofMorgantown,
WestVirginia’s, compliancewith those requirements.

In our opinion, CityofMorgantown,WestVirginia complied,in all material respects, with the
requirements referredto abovethat areapplicableto its passengerfacility chargeprogramfor the
yearendedJune30, 2007.
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Internal ControlOver Compliance
The managementofthe Cityof Morgantown,WestVirginia is responsiblefor establishingand
maintaining effectiveinternal control over compliancewith requirementsoflawsandregulations
applicableto the passenger facility charge program. In planningandperformingouraudit, we
considered the CityofMorgantown,WestVirginia’s internal control overcompliancewith
requirements thatcould havea directandmaterialeffect on thepassengerfacility chargeprogram
in order to determineourauditingproceduresfor thepurposeofexpressingouropinionon
complianceandto testandreporton the internalcontrol overcompliancein accordancewith
Guide.

Our considerationof the internalcontrol over compliancewould not necessarily discloseall
mattersin the internal control that might be material weaknesses. A materialweaknessis a
conditionin which thedesignoroperationofone or moreofthe internalcontrol components
does not reduceto arelatively low level the risk that noncompliance with applicable
requirementsoflawsandregulationsthatwould be materialin relationto thepassengerfacility
charge program beingauditedmayoccurandnot be detected withina timely periodby
employeesin the normalcourseofperformingtheirassigned functions.We notedno matters
involving theinternal control overcomplianceandits operationthat weconsiderto be material
weaknesses.

This reportis intendedsolely for the informationand useof theMunicipal Officials ofthe Cityof
Morgantown, West Virginiaand the Federal Aviation Administrationandis not intendedto be
andshouldnot beusedby anyoneother than thesespecifiedparties. However, this restrictionis
not intendedto limit the distributionofthis report, whichis amatterofpublic record.

• ~ 4 c

March7, 2008
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