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INDEPENDENT AUDITORS’ REPORT

To the Members of the
West Virginia Infrastructure and Jobs Development Council
Charleston, West Virginia

We have audited the accompanying financial statements of the West Virginia Infrastructure and Jobs
Develapment Council (the Council), a component unit of the State of West Virginia, as of and for the year
ended June 30, 2007, as listed in the table of contents. These financial statements are the responsibility of
the Council’s management, Qur responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounis and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the West Virginia Infrastructure and Jobs Development Council as of June 30, 2007,
and the results of its operations for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 5,
2007, on our consideration of the Council’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standaerds and should be considered in assessing the results of our
audit.

The Management’s Discussion and Analysis on pages 3 to 9 and the Budgetary Comparison Schedule
— Special Revenue Fund and the accompanying note on pages 33 and 34 are not a required part of the
basic financial statements, but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming an opinion on the financial statements of the
Council taken as a whele. The accompanying schedules on pages 35 to 41 are presented for purposes of
additional analysis and are not a required part of the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the financial statements taken as a whole.

October 5, 2007



MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

Our discussion and analysis of the West Virginia Infrastructure and Jobs Development Council’s
(the “Council”) financial performance provides an overview of the Council’s financial activities
for the fiscal year ended June 30, 2007. Please read it in conjunction with the Council’s financial
statements, which begin on page 10.

USING THIS REPORT

This report consists of a series of fund level and govemment-wide basic financial statements.
The Governmental Funds Balance Sheet/Statement of Net Assets and the Statement of
Governmental Fund Revenues, Expenditures, and Changes in Fund Balances/Statement of
Activities report the Council’s net assets and changes in them. The Council’s net assets — the
difference between assets and liabilities — is one way to measure the Council’s financial health or
financial position. Over time, increases or decreases in the Council’s net assets are one indicator
of whether its financial health is improving or deteriorating.

Also included, as required supplementary information, is the Budgetary Comparison Schedule
for the Special Revenue Fund. Because there is a legally adopted budget at the State of West
Virginia (the “State™) level for the excess lottery revenue received by the Council during the
fiscal year, the Budgetary Comparison Schedule is presented for those revenues. The schedule
presents both the original and the final appropriated budgets for the reporting period as well as
actual inflows and ending balance.

FINANCIAL HIGHLIGHTS

Special Revenue Fund:

e Total assets increased $71.4 million, from $571.4 million to $642.8 million, or about
12.5%.

e Total liabilities increased from $90 thousand in the prior year to $117 thousand in the
current year or about 30%.

» Excess of revenues, transfers in and other financing sources over expenditures, transfers
out and other financing uses increased $28.9 million or about 68%. Even though the
Council did not receive $14 million in supplementary appropriations in the current year
as was the case last year, this amount increased for several reasons, primarily because
$38.2 million of proceeds from a current year revenue bond issue was transferred to this
fund from the Debt Service Fund.

Debt Service Fund:
e Total assets increased $98 thousand, from $250 thousand to $348 thousand, or about
39%.

o Excess (deficiency) of revenues, transfers in and other financing sources over
expenditures, transfers out and other financing uses decreased $55 thousand, from $153
thousand to $98 thousand, or about 36%.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

FINANCIAL HIGHLIGHTS (Continued)

Debt Service Fund (Continued):

Included as other financing sources during the current year were $94.2 million and $38.1
million in proceeds from the issue of one series of general obligation refunding bonds
(“refunding bonds™) and one series of revenue bonds, respectively, as well as the related
$6.5 million bond premium for both series. Offsetting those other financing sources were
debt service expenditures of $55.4 million to currently refund $53.2 million of two series
of general obligation bonds, pay early call premiums of $1 million and pay bond issuance
costs of $1.2 million. Additionally, $45.4 million of proceeds from the refunding bonds
was paid to a refunded bonds escrow agent for the portion of general obligation bonds
that was advance refunded; and $38.2 million of proceeds from the revenue bonds and
related premium was transferred to the Special Revenue Fund for financing infrastructure
projects and to fund the debt service reserve fund. The current year refunding bonds are
discussed in more detail in Note 4 to the financial statements.

Government Wide:

Total assets increased $71.6 million or about 12.5%.

Total liabilities increased $31 million or about 8%.

Net assets increased $40.6 million or about 21.5%. Expenses decreased by $2.1 million
and total revenues decreased $11.1 million.

An agency fund is used to report funds held and disbursed by the Council on behalf of the
State for economic development projects (see Statement on page 12).

FINANCIAL ANALYSIS OF THE COUNCIL AS A WHOLE

Our analysis below focuses on the Net Assets (Table 1) and Changes in Net Assets (Table 2) of

the Council:
Table 1
Net Assets
2007 2006

Assets

Cash and cash equivalents 5 156,154,276 b 79,520,801

Investments 132,284,082 170,993,534

Loans recelvable 350,288,709 319,990,700

Other 1,705,368 1,296,979
Total assets 643,432,435 571,802,014
Liabilities

Bonds payable 410,829,101 380,805,193

Other 3,379,376 2,379,401
Total liabilities 414,208,477 383,184,594
Net asscts

Restricted 211,359,954 180,725,964

Unrestricted 17,864,004 7,891,456

229,223,958

188,617,420




MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Table 2
Changes in Net Assets
2007 2006

Revenues
Program revenues

Charges for services 3 2,113,842 § 2,101,876
Total program revenues 2,113,842 2,101,876
General revenues

Intergovernmental 64,000,000 78,000,000

Investment earnings 12,249 444 9,340,068
Total general revenues 76,249,444 87,340,008
Total revenues 78,363,286 89,441,974
Expenses

General and administrative 390,680 525,615

Interest on long-term debt 20,636,066 19,822,330

Amortization 69,519 17,731

Infrastructure and economic development 16,660,483 19,497 918
Total expenses 37,756,748 39,863,394
Change in net assets 40,606,538 49,578,380
Beginning net assets 188,617,420 139,039,040
Ending net assets § 229223958 § 188,617,420

“Cash equivalents,” which include short-term, highly liquid investments with original
maturities of 90 days or less, increased $79.8 million, from $79.4 million last year to $159.2
million at the end of the current year. Additions to cash equivalents were the result of
intergovernmental revenues from mineral severance tax and excess lottery appropriations,
interest on loans, principal repayments of loans, investment eamings, and proceeds from a
revenue bond issue.

Offsetting these increases were expenditures for grants and loans, contributions of the State
matches for the federally sponsored Drinking Water Treatment and Clean Water State Revolving
Funds, principal and interest payments on outstanding bonds payable, and general and
administrative expenses.

“Investments” on the Governmental Funds Balance Sheet/Statement of Net Assets decreased
$38.7 million as the result of maturities of investments of $8.3 million and sales of investments
to purchase cash equivalents of $9.5 million, disbursements of loans and grants of $24.1 million
and payments of $2.7 million required State matches for the federally sponsored Clean Water
State Revolving Fund. Offsetting those decreases was the reinvestment of current year
investment earnings of $5.9 million.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

“Loans receivable” on the Governmental Funds Balance Sheet/Statement of Net Assets had a
net increase of $30.3 million. This increase was the combined effect of disbursements of new
and prior year loan funds to projects of $41.1 million, less repayments of principal on loans of
$10.4 million and forgivable loans of $432 thousand being converted to grants during the current
year.

“Total liabilities” increased $31 million. Of that total increase, about $30 million was related to
bonds payable. One series of refunding bonds and one series of revenue bonds issued during the
current year increased bonds payable $94.9 million and $38.2 million, respectively, net of
unamortized amounts. Additionally, there was a $4.86 million increase in general obligation
bonds for interest accreted on those bonds during the current year. Current year principal
payments on outstanding debt of $66.8 million, including $53.2 million of bonds that were
currently refunded, decreased bonds payable. Additionally, two series of general obligation
bonds were partially advance refunded, resulting in a $41.9 million decrease in bonds payable.
The net increase in bonds payable resulted in a corresponding increase in accrued interest
payable.

Restrictions of “Net assets” are the result of constraints placed on net asset use which have been
imposed externally through debt covenants and by law through enabling legisiation. Restricted
net assets increased about $30.6 million during the cuirrent year. That increase can be explained
primarily as follows: mineral severance tax revenue of $24 million, excess lottery appropriations
of $40 million received from the State during the current year and $13 million of interest on
loans and investment earnings. Offsetting the increases were disbursements of $16.7 million for
grants and the State matches for the federally sponsored Drinking Water Treatment and Clean
Water State Revolving Funds, $20.6 million of interest expense related to revenue and general
obligation bonds and $9.4 million transferred from restricted accounts to unrestricted accounts.
Transfers from restricted accounts included interest earnings on accounts funded with residual
mineral severance tax revenue, earmings on accounts funded with State appropriations of excess
lottery revenue and earnings on debt service reserve funds. The eamings on those restricted
accounts were transferred to the unrestricted revenue account and various rebate accounts and
were used, in part, to pay operating expenses of the Council. Transfers of $9.4 million from
restricted accounts to unrestricted accounts also explains most of the increase in “Unrestricted
net assets.”

“Charges for services” consists of interest earnings on loans to projects and did not
significantly increase during the current year. Even though loans receivable had a net increase of
$30.3 million during the current year, most of the new loans to projects are noninterest bearing or
bear no interest during the construction period or the accrual and payment of interest are for
other reasons deferred to future periods.

“Intergovernmental” consists of $24 million mineral severance tax revenue and $40 million
excess lottery revenue, both appropriated from the State. The mineral severance tax revenue was
received from the State’s general fund into the Debt Service Fund to pay the general obligation
bonds debt service payments required in fiscal year 2007. Excess lottery revenue represents the
amount in the State’s lottery fund in the State Treasury appropriated by the Legislature to the
Council for loans, grants and other funding assistance.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Most of the “Investment earnings” consists of earnings on excess lottery revenue. Investment
earnings also include earnings on committed but unioaned proceeds of bond issues, earnings on
repayments of principal and interest on loans to projects and eamings on mineral severance tax
revenue that is invested prior to payment of debt service on general obligation bonds.
Subsequent to the payment of debt service, any residual mineral severance tax revenue is also
invested.

Investment earnings for the prior and current years were $9 million and $12.2 million,
respectively. The increase in earnings is primanly explained by an increase in funds invested,
including $40 million of excess lottery revenue received between February and April of the
current year. Additionally, prior year excess lottery proceeds of $40 million and a prior year
general fund appropriation of $14 million were not received until the month before the end of the
prior year and two days before the end of the prior year, respectively, so excess lottery proceeds
were invested for less than two months the prior year versus twelve months the current year and
the general fund appropriation was invested only two days the prior year versus twelve months
the current year.

Money market rates, which were 4.72% and 5.00% at the end of the prior year, remained about
the same or slightly increased during the current year and were 4.89% and 5.15% at the end of
the current year.

“Interest on long-term debt” increased $814 thousand. The increase is due in large part to
interest on revenue bonds issued during the current year, Offsetting the increase in interest on
revenue bonds was a decrease in interest on general obligation bonds due to the partial refunding
of three series of bonds on November 1 of the current year at a lower rate of interest.

“Infrastructure and economic development” consists of grants paid to projects as well as the
contributions for the required State matches for the federally sponsored Drinking Water
Treatment and Clean Water State Revolving Funds and decreased $2.8 miillion during the current
year. While the current year State match of $1.6 million for the Drinking Water Treatment
Revolving Fund remained about the same, the State match to the Clean Water State Revolving
Fund during the current year was $637 thousand less than the prior year. Additionally, there was
a $2.2 million decrease in grants paid to projects during the current year.

The Council has issued commitments to loan or grant funds to qualifying applicants for a period
of time contingent on numerous actions to be completed by the applicants. As of June 30, 2007,
$90.6 million of Special Revenue Fund balance was designated by the Council for loan and grant
commitments. Additionally, $4.4 million was designated by the Council for contribution of State
matches for the Drinking Water Treatment and Clean Water State Revolving Funds.

The $348 thousand of fund balance reserved in the Debt Service Fund represents amounts
reserved for debt service.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

The $408.6 million of fund balance reserved in the Special Revenue Fund includes $47.2 million
that has been committed but not distributed to projects with which the Council has entered into
loan and grant agreements. The remaining $361.4 million consists of $350.3 million in loans
receivable which are not available for appropriation, the debt service reserve fund requirement of
$8 million and the balance of repayments of defined loans reserved for debt service of $3.1
million.

The analysis given in the preceding paragraphs relates to the Council’s overall financial position
and results of operations and also reflects the reasons for significant changes in fund balances.

BUDGETARY HIGHLIGHTS

West Virginia Code §29-22-18a (“Section 18a”) created within the State’s lottery fund in the
State Treasury an excess lottery revenue fund from which moneys are disbursed in specific
allocations to various State accounts, including the Council. If there are not sufficient revenues
to fully comply with the funding requirements of Section 18a, remaining funds are distributed
first to the economic development project fund; second, to the other funds from which debt
service is to be paid; third, to the education improvement fund for appropriation by the
Legislature to the promise scholarship fund; fourth, to the general purpose account to be
expended pursuant to appropriation by the Legislature provided that, to the extent such revenues
are not pledged in support of revenue bonds which are or may be issued from time to time under
Section 18a; and then on a pro rata basis to the remaining State accounts, including the Council.

During the year ended June 30, 2007, $40 million of excess lottery revenue was appropriated for
and received by the Council.

DEBT ADMINISTRATION

The Infrastructure General Obligation Bonds and Refunding Bonds constitute a direct and
general obligation of the State, and the full faith and credit of the State is pledged to secure the
payment of the principal of and interest on such bonds. The debt service on such general

obligation bonds is paid from the dedication of mineral severance taxes in the State’s general
fund.

The West Virginia Water Development Authority (the “Authority”) is authorized to issue, on
behalf of the Council, infrastructure and refunding bonds, which do not constitute a debt or
pledge of the faith and credit of the State, for the purpose of providing funds to enable the
Council to finance the acquisition or construction of water, wastewater and infrastructure
projects. The debt service on such infrastructure bonds is paid from repayments of principal of
and interest on a set of loans previously made by the Authority on behalf of the Council.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

DEBT ADMINISTRATION (Continued)

At year-end, $412.3 million (prior to amortization) in general obligation, revenue and refunding
bonds issued for the benefit of the Council were outstanding versus $383.9 million in the prior
year, an increase of 7.4% resulting from the issuance of revenue bonds and current year accreted
interest on capital appreciation bonds, offset by current year scheduled principal payments and
the net effect of partially refunding general obligation debt. For more information on long-term
debt, please refer to Notes 4 and 5 to the financial statements.

FACTORS WHICH MAY AFFECT THE COUNCIL

Currently known facts, decisions or conditions that are expected to have a significant effect on
financial position (net assets) or results of operations (revenues, expenses, and other changes in
net assets) include several factors. The major factor is that the Legislature appropriated to the
Council $40 million for fiscal year 2008 from excess lottery revenue. This amount is contingent
on revenue from the video lottery meeting expected projections; therefore, the Council may
receive up to $40 million to provide additional loans, grants and other funding assistance.

There are several factors which are unknown that may affect the Council. These factors include
changes in existing legislation and regulations, amounts collected in the excess lottery fund,
market conditions that could impact investment income or affect the viability of issuing
additional revenue bonds, and economic conditions that may affect the repayment of Council
loans.

CONTACTING THE COUNCIL’S MANAGEMENT

This financial report is designed to provide a general overview of the Council’s finances and to
show the Council’s accountability for the money it receives. If you have questions about this
report or need additional financial information, contact the Director or Secretary/Treasurer, West
Virginia Water Development Authority, 180 Association Drive, Charleston, West Virginia
25311 (Phone: 304-558-3612) or the Executive Director, West Virginia Infrastructure and Jobs
Development Council, 300 Summers Street, Suite 980, Charleston, West Virginia 25301 (Phone:
304-558-4607).



West Virginia Infrastructure and Jobs Development Council

Governmental Funds Balance Sheet/Statement of Net Assets

ASSETS
Cash equivalents
Investments
Accrued interest receivable
Loans receivable
Miscellaneous reccivable

Total assets

LIABILITIES
Accounts payable

Due to other State of West Virginia

agencies (Note 6)

Accrued interest payable
Compensated absences
General obligation bonds (Note 5)

Due within one year, net of
unamortized premium of $294,819,
unamortized issue costs of $32,598
and losses on refunding of $251,408

Due after one year, net of
unamortized premium of $5,405,028,
unamortized issue costs of $597,632
and losses on refunding of $4,064,302

Revenue Bonds (Note 5)

Due within one year, net of
unamortized premium of 547,732,
unameortized discount and issue
costs of $57,204 and losses on
refunding of 86,726

Due after one year, net of
unamortized premium of

$1,590,897, unamortized discount
and issue costs of $1,646,839 and
losses on refunding of $2,089,295

Total liabilities

FUND BALANCES/NET ASSETS
Fund balances
Reserved (Note 9)
Unreserved, designated (Note 9)
Unreserved, undesignated
Total fund balances
Total liabilities and fund balances

Net assets
Restricted
Unrestricted

Total net assets

June 30, 2007
Special Debt Adjustments Statement
Revenue Fund Service Fund Total Note 103} of Net Assets
§ 158,800,211 k3 348,065 & 159,154,276 - § 159,154,276
132,284,082 - 132,284,082 - 132,284,082
1,460,899 25 1,460,924 220,250 1,681,174
350,288,709 - 350,288,709 - 350,288,709
24,194 - 24,194 - 24,194
642,864,095 348,090 643,212,185 220,250 643,432,435
19,984 - 19,984 - 19,984
97,534 - 97,534 - 97,534
- - - 3,253,049 3,253,049
- - - 8,809 8,809
- - - 13,025,813 13,025,813
- - - 273,904,723 273,904,723
- - - 1,513,802 1,513,802
- - - 122,384,763 122,384,763
117,518 - 117,518 414,090,959 414,208,477
408,628,367 348,090 408,976,457 (408.976,457) -
94,961,303 - 94,961,303 (94,961,303) -
139,156,907 - 139,156,907 {139,156,907) -
642,746,577 348,090 643,094,667 (643,094,667) -
5 642,864,095 $ 348,090 % 643,212,185
211,359,954 211,359,954
17,864,004 17,864,004

The accompanying notes are an integral part of these financial statements.

229,223,958

§ 229,223,958
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West Virginia Infrastructure and Jobs Development Council

Statement of Governmental Fund Revenues, Expenditures, and Changes in Fund

Expenditures/Expenses
Infrastructure and economic development
Debt Service
Principal
Interest
Call premiam
Bond issuance costs
Amortization
General and administrative

Total Expenditures/Expenses

Program Revenues
Charges for services

Total Program Revenues

Net Program Expense

General Revenues
Intergovernmental (Note G)
Investment earnings
Transfers

Total General Revenues and Transfers

Excess (Deficiency) of Revenues
and Transfers In Over Expenditures
and Transfers Out

Other Financing Sources

Proceeds of general obligation refunding bonds
Proceeds of revenue bonds

Bond issuance premium

Total Other Financing Sources

Other Financing Uses

Payment to refunded bonds escrow agent
Total Other Financing Uses

Excess (Deficiency) of Revenues,
Transfers In and Other Financing
Sources Over Expenditures, Transfers
Out and Other Financing Uses

Change in Net Assets

Fund Balances/Net Assets
Beginning of the year

End of the year

Balances/Statement of Activities

Year Ended June 30, 2007
Special Debt Statement
Revenue Service Adjustments of
Fund Fund Total (Note 111 Activities
§ 16,660,483 3 - S5 16,660,483 - £ 16,060,483
- 66,835,000 66,835,000 (66,835,000) -
- 14,119,262 14,119,262 6,516,804 20,636,066
- 1,064,100 1,064,100 (1,064,100) -
- 1,179,156 1,179,156 (1,179,156) -
- - - 69,519 69,519
387,409 - 387,409 3,271 390,680
17.047.892 83,197,518 100,245,410 (62.488.662) 37.756,748
2,023,842 - 2,023 842 90,000 2,113,842
2,023 842 - 2,023,842 90.000 2,113,842
35,642,900
40,000,000 24,000,000 64,000,000 - 64,000,000
11,785,618 463,826 12,249,444 - 12,249,444
34,653,463 (34.653.463) - - -
86.439 081 (10,189,637) 76.249.444 - 76.245 444
71,415,031 (93,387,135) {21,972,124) 21,972,124 -
- 94,180,000 94,180,000 {(94,180,000) -
- 38,135,000 38,135,000 (38,135,000} -
- 6,534,482 6,534,482 (6,534,482) -
- 138,849,482 138,849,482 (138,849,482) -
- 45,364,216 45,364,216 (43,364,216) -
- 45,364,216 45,364,216 (45,364,216) -
71,415,031 98,111 71,513,142 (71,513,142} -
- - - 40,606,538 40,606,538
571,331,546 249,979 571,581,525 (382,964,103) 188,617,420
§ 042,746,577 5 348,090 § 643,094,667 § (413,870,709) § 229,223,958

The accompanying notes are an integral part of these financial statements.
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West Virginia Infrastructure and Jobs Development Council

Statement of Fiduciary Net Assets — Agency Fund
June 30, 2007

Balance

June 30, 2007
ASSETS
Cash equivalents $ 48,913
Total assets h 48,913
LIABILITIES
Due to State of West Virginia 5 48,913
Total liabilities 3 48,913

The accompanying notes are an integral part of these financial statements.

12



West Virginia Infrastructure and Jobs Development Council

Notes to Financial Statements

0

(2)

Reporting Entity

The West Virginia Infrastructure and Jobs Development Council (the “Council”) was
created as a governmental entity of the State of West Virginia (the “State™) under the
provisions of Chapter 31, Article 15A, Section 3 of the Code of West Virginia, 1931, as
amended, and known as the West Virginia Infrastructure and Jobs Development Act (the
“Act”). The Council has statutory responsibility to review the preliminary applications
for wastewater facilities, water facilities or combination projects, or infrastructure
projects seeking State funding and to either make a written recommendation as to the
infrastructure project financing, in terms of the kind, amount and source of funding,
which the project sponsor should pursue and which the State infrastructure agency or
agencies should consider an appropriate investment of public funds, or a determination
that the project or infrastructure project is not eligible for funding assistance from any
State infrastructure agency or the project or infrastructure project is not otherwise an
appropriate or prudent investment of State funds, and make a recommendation that the
project sponsor not seek funding from any State infrastructure agency.

The Council consists of eleven voting members, including the Governor or designee as
chairman and executive representation from the Housing Development Fund, Department
of Environmental Protection, Economic Development Authority, Water Development
Authority (the “Authority”), Bureau for Public Health, Public Service Commission and
four members representing the general public. The Authority serves as the administrative
agency for the Council, is the fiduciary of the West Virginia Infrastructure Fund and is
authorized to 1ssue infrastructure revenue and refunding bonds on behalf of the Council.

The Council is a governmental instrumentality of the State and is reported as part of the
primary government in the State’s comprehensive annual financial report.

Significant Accounting Policies

The Council is accounted for as a special-purpose government whose funds are
governmental. The Special Revenue Fund is used to account for specific revenues that
are legally restricted to expenditures for particular purposes. The Debt Service Fund is
used to account for financial resources accumulated to repay long-term obligations and
interest thereon. In accordance with accounting principles generally accepted in the
United States of America, the fund financial data is presented using the current financial
resources measurement focus and the modified accrual basis of accounting. The current
financial resources focus reports all financial resources in the fund balance sheet but
offsets those that are not “expendable” by a reservation of fund balance.

Expendable financial resources are resources that are available for expenditure; that is,
cash and claims to cash that are expected to result in a cash receipt early enough in the
following reporting period to be available to liquidate the current period’s liabilities. The

13



West Virginia Infrastructure and Jobs Development Council

Notes to Financial Statements (Continued)

(2)

Sionificant Accounting Policies (Continued)

current financial resources measurement focus reports in the balance sheet those
liabilities that will require the use of available expendable financial resources reported at
the end of the reporting period and certain other liabilities designated by the
Governmental Accounting Standards Board (*GASB”) to be reported in the fund. Under
the modified accrual basis of accounting, revenues are recognized when susceptibie to
accrual (i.e., when they become both measurable and available). “Measurable” means the
amount of the transaction can be determined, and “available’” means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period.
The government-wide data in the Statement of Net Assets and the Statement of Activities
is presented using the economic resources measurement focus and the accrual basis of
accounting. Under this basis of accounting, revenues are recognized when earned and
expenses are recognized when incurred.

Budgetary Accounting

Except for excess lottery revenue and supplementary appropriations, the Council’s funds
are not subject to the Legislative budget process.

Cash Equivalents

Cash equivalents include investments with original maturities of less than ninety days.

Investments

All investments with readily determined fair values are stated at fair value determined
from published sources.

Compensated Absences

Accumulated vacation leave is recorded as an expense and a liability as the benefits
accrue to employees. The liability for accumulated vacation leave has been recorded at
June 30, 2007, in accordance with GASB Statement No. 16.

State employees eamn sick leave benefits which accumulate but do not vest. When
separated from employment with the State, an employee’s sick leave benefits are
considered ended and no reimbursement is provided. At the time of retirement, however,
any employee enrolled in the West Virginia Public Employees Retirement System prior
to June 30, 2001, may convert any unused or accumulated sick leave to pay a portion of
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3

Sienificant Accounting Policies {Continued)

Compensated Absences {Continued)

an employee’s post employment health care insurance premiums, which results in an
expense and a liability as the benefits accrue to the employees. If this option is not
selected, the leave amount may be applied toward an increase in the employee’s
retirement benefits with such sick leave constituting additional credited service in
computation of such benefits. Any employee enrolled in the West Virginia Public
Employees Retirement System after June 30, 2001, may not apply accumulated sick leave
toward the cost of premiums for extended insurance coverage. There is no liability for
accumulated sick leave at June 30, 2007,

Interfund Transactions

During the normal course of operations of the Council, certain transactions, including
expenditures and transfers of resources to provide services and service debt, take place
between funds. Interfund transactions are recorded as operating transfers as determined
by Council management.

Fund Balance
Reservations of fund balance represent amounts that are not subject to appropriation or

are legally segregated for a specific purpose. Designations of fund balance represent
tentative management plans that are subject to change.

Net Assets

Restrictions of net assets are the result of constraints placed on net asset use which have
been imposed through debt covenants and by law through enabling legislation.

Deposit and Investment Risk Disclosures

The Authority, as administrative agency for the Council, adopted investment guidelines
for the Council as of June 30, 2006. Those guidelines and the General Revenue Bond
Resolution authorize the Council to invest all bond proceeds and other revenues in
obligations of the United States and certain of its agencies, certificates of deposit, public
housing bonds, direct and general obligations of states which are rated in either of the two
highest categories by Standard & Poor’s Corporation, advance-refunded municipal bonds
and repurchase agreements relating to certain securities. With the exception of deposits
and investments of the General Obligation Debt Service Fund, investments are managed
by the financial institution serving as trustee for the Council.
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Deposit and Investment Risk Disclosures (Continued)

As required by West Virginia Code, the mineral severance tax revenue appropriated
annually for debt service on the general obligation bonds is deposited in the General
Obligation Debi Service Fund held by the Treasurer of the State of West Virginia and is
invested in accordance with the Act and in conformity with investment guidelines of the
Board of Treasury Investments (“BTI”). The Debt Service Fund’s cash balances are
invested by the BTI in the Cash Liquidity Pool.

Interest Rate Risk — Cash Liquidity Pool

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Cash Liquidity Pool is subject to interest rate risk.

The overall weighted average maturity of the investments of the Cash Liquidity Pool
cannot exceed 60 days. Maximum maturity of individual securities cannot exceed 397
days from date of purchase. The following table provides information on the weighted
average maturities for the various asset types in the Cash Liguidity Pool:

Carrying Value WAM

Security Type (In Thousands) (Days)
Repurchase agreements 3 246,821 2
U.S. Treasury bills 358,725 30
Commercial paper 1,015,926 52
Certificates of deposit 126,500 76
U.S. agency discount notes 21,655 113
Corporate notes 261,025 58
U.S. agency bonds/notes 46,994 156
Money market funds 185 1
§ 2077831 48

Interest Rate Risk — All Other Investments

As of June 30, 2007, the Council had the following investments and maturities:

Investment Maturities (in Years)

Investment Type Fair Value Less than 1 1 -5 6 - 10
Guaranteed Investment Contracts $132,284,082 § 1,086,549 §$125439,311 § 5,758,222
Money Markets 158.806,995 158,806,995 - -
$261,091,077 §$159,893,544 §125439311 § 5,758,222
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Deposit and [nvestment Risk Disclosures {Continued)

As a means of limiting its exposure to fair value losses arising from rising interest rates,
the Authority’s investment guidelines for the Council limit the maturities of investments
not matched to a specific debt or obligation of the Council to five years or less, unless
otherwise approved by the West Virginia Water Development Board.

Investments matched to obligations of the Council would include investments of reserve
funds for each of the Authority’s outstanding revenue and refunding bond issues. The
General Revenue Bond Resolution requires that, while the bonds are outstanding, there
be on deposit in the reserve funds an amount equal to the maximum amount of principal
installments and interest coming due during the current or any succeeding year. The
Council has both the intent and the ability to hold long-term securities until final maturity
and thus is limited in its exposure to interest rate risk on these long-term obligations.

Congcentration of Credit Risk — Cash Liquidity Pool

Concentration of credit risk is the nisk of loss attributed to the magnitude of the Cash
Liquidity Pool’s investment in a single corporate issuer. The Cash Liquidity Pool is not
exposed to concentration of credit risk. The BTI investment policy prohibits the Cash
Liquidity Pool from investing more than 5% of its assets in any one corporate name or
one corporate issue.

Concentration of Credit Risk — All Other Investments

As of June 30, 2007, the Council had investment balances with the following issuers
which are greater than or equal to 5% of the investment balances:

Percentage of

Type Issuer Investments

Certificates of Deposit - Citizens Bank of Pennsylvania

Guaranteed Investment Contracts 43%

Money Markets Federated Prime Obligations 39%
Federated Government Obligations Fund 15%

The Authority’s investment guidelines for the Council manage concentration of credit
risk by limiting its investment activity so that at any time its total investment portfolio
will not exceed the percentage limits as to the permitted investments as shown on the
next page:
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Deposit and Investment Risk Disclosures (Continued)

Maximum %

Permitted Investments of Portfolio

(a)  Direct Federal Obligations 100%
(b)  Federally Guaranteed Obligations 100%
{c) Federal Agency Obligations 90%
(d) Money Markets 90%
(e) Repurchase Agreements/Investment

Coniracts 90%
(f)  Time Deposits/Certificates of Deposit 90%
(g) Demand Deposits 30%
(h)  Corporate Obligations 15%
(i)  Other State/Local Obligations 15%
()  West Virginia Obligations 15%
(k) Housing Bonds - Secured by Annual

Contributions Contracts 5%

With the exception of money markets, repurchase agreements/investment contracts, time
deposits/certificates of deposit and demand deposits, investments that comprise more
than 15% of the investment portfolio must be direct federal, federal agency or federally
guaranteed obligations.

All other mvestments listed above that comprise more than 15% of the investment
portfolio must be either provided by an institution with a rating of at least “A/A” by
Moody’s and/or Standard and Poor’s, invested in a money market fund rated “AAAm” or
“AAAmM-G” or better by Standard and Poor’s, secured by obligations of the United States
or not exceed the insurance limits established by the FDIC unless adequate collateral is
provided.

Credit Risk — Cash Liguidity Pool

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. Neither the BTI nor the Cash Liquidity Pool has been rated for credit risk
by any organization. The Cash Liquidity Pool 1s subject to credit risk.

The BTI limits the exposure to credit risk in the Cash Liquidity Pool by requiring all
corporate bonds to be rated AA- by Standard & Poor’s (or its equivalent) or higher.
Commercial paper must be rated at least A-1 by Standard & Poor’s and P1 by Moody’s.
The pool must have at least 15% of its assets in U.S. Treasury issues. The following
table provides information on the credit ratings of the Cash Liquidity Pool’s investments
(in thousands):
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Credit Rating
Carrying Percent of
Security Type Moody's S&P Value Pool Assets
Investments:
Commercial paper P1 A-1 $ 1,015,926 48.89%
Corporate bonds and notes Aaa AAA 08,999 4.76
Aa3 AA 20,001 (.96
Aal A 23,002 1.11
Aa? AA 15,000 0.72
Aa2 A 27,000 1.30
Aal AA 77,023 3.71
Total corporate bonds and notes 261,025 12.56
U.S. agency bonds Aaa AAA 46,994 2.26
U.S. Treasury bills Aaa AAA 358,725 17.27
Negotiable certificates of deposit P1 A-1 76,500 3.68
U.S. agency discount notes P1 A-l 21,655 1.04
Money market funds Aaa AAA 185 0.01
Repurchase agreements (underlying
securities):
U.S. agency notes Aaa AAA 246,821 11.88
Total investments 2,027,831 97.59
Deposits:
Nonnegotiable certificates of deposit NR* NR* 50,000 241
5 2,077,831 100.00%

* NR = Not Rated. See "Deposits" note at the conclusion of this footnote.

Credit Risk — All Other Investments

The following table provides information on the credit ratings of the Council’s

investments:
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Security Type Moody's Standard & Poor’s Fair Value

Bond Proceeds:

Guaranteed Investment Comntracts Aaa AAA S 5,758,222
Guaranteed Investment Contracts Aa2 AA- 452,875
Money Markets Asa AAAmM 19,401,335
Total Bond Proceeds 25,612,432
Other Revenues:
Guaranteed Investiment Contracts Aa3 AA 1,086,549
Guaranieed Investment Contracts Aa2 AA- 124,986,436
Money Markets Aaa AAAmM 139,405,660
Cash Liquidity Pool See Above See Above 347,281
Total Other Revenues 265,825,926
Total Bond Proceeds and Other Revenues 291,438,358

Credit risk with investment of bond proceeds is managed by the limitation on investment
of those proceeds in the following types of debt securities in accordance with the
Authority’s investment guidelines for the Council and the authorizing General Revenue
Bond Resolution: Government obligations, obligations of certain federal agencies, either
representing the full faith and credit of the United States of America or which are rated
“Aaa” by Moody’s and “AAA” by Standard and Poor’s, certain types of commercial
paper, advance-refunded municipal bonds, certain general obligations of the
State of West Virginia or any other state or other forms of investments approved in
writing by the applicable bond insurer, if any.

Accordingly, the credit risk with the investment of cash assets other than bond proceeds,
known as “other revenues,” is managed by the limitation on investment of other revenues
in the following types of debt securities in accordance with the Authority’s investment
guidelines for the Council: direct obligations of or obligations guaranteed by the United
States of America, the State of West Virginia or any other state, provided that
obligations of other states meet certain requirements, obligations of certain federal
agencies, certain types of indebtedness of public agencies or municipalities, corporate
indebtedness meeting certain requirements or any other debt security investment
permitted with bond proceeds.



West Virginia Infrastructure and Jobs Development Council

Notes to Financial Statements (Continued)

()

Deposit and Investment Risk Disclosures {(Continued)

Custodial Credit Risk — Cash Liquidity Pool

Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty to a transaction, the BTI will not be able to recover the value of investment
or collateral securities that are in the possession of an outside party. The Cash Liquidity
Pool is not exposed to custodial credit risk. Repurchase agreements are required to be
collateralized by at least 102% of their value, and the collateral is held in the name of the
BTI. Securities lending collateral that is reported on the Statement of Fiduciary Net
Assefs is invested n the lending agent’s money market fund in the BTI’s name. In all
transactions, the BTI or its agent does not release cash or securities until the counterparty
delivers its side of the transaction.

Custodial Credit Risk — All Other Investments

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Council will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party.

The Authority’s investment guidelines for the Council put certain restrictions on
repurchase agreements, including the following: the Council can only enter into
repurchase agreements with financial institutions having a credit rating of at least “A/A”;
collateral is limited to direct federal, federally guaranteed or federal agency obligations;
collateral is required to be delivered to a third-party custodian, the Council or the trustee;
and, the financial institution must guarantee the aggregate market value of the collateral
will equal or exceed the outstanding repurchase agreement by the margin specified in the
respective repurchase agreement. As of June 30, 2007, the Council held no securities that
were subject to custodial credit risk.

Foreign Currency Risk — All Investments

Foreign currency risk is the risk that changes in exchange rates will adversely affect the
fair value of an investment or a deposit. There are no securities that are subject to foreign
currency risk.

A reconciliation of investments as disclosed in this Note to the amounts reported on the
Governmental Funds Balance Sheet/Statement of Net Assets is as follows:
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As disclosed in this Note:

Total investments h) 291,438,358
Less: cash equivalents (159,154,276)
Carrying amount of investments $ 132,284,082

As reported on the Governmental Funds
Balance Sheet/Statement of Net Assets:
Investments $ 132,284,082

Current and Advance Refundings

On November 1, 2006, the State issued Infrastructure General Obligation Refunding
Bonds, Series 2006, for $94,180,000 with interest rates ranging from 4.00% to 5.00% to
partially refund $27,305,000, $36,710,000 and $31,135,000 of the State’s outstanding
Series 1996A, 1996D and 1998A general obligation bonds, respectively, with interest
rates ranging from 4.80% to 6.50%. The proceeds of $100,076,395 (including originat
issue premium of $5,896,395) and $275,000 of the State’s funds were used to pay
$718,079 in underwriting fees, insurance and other issuance costs relating to the
refunding bond issue; provide for the November 1, 2006, redemption of $27,305,000 and
$25,900,000 of the Series 1996A and 1996D general obligation bonds, respectively,
being currently refunded; pay the early redemption premium of $546,100 and $518,000
of the Series 1996A and 1996D general obligation bonds, respectively, being currently
refunded; and to purchase United States government obligations. Those securities were
deposited in an irrevocable escrow fund with an escrow agent to provide for (i) the
interest due on the Series 1996D bonds being advance refunded through and including
November 1, 2016, and to redeem the principal amount of the Series 1996D bonds on
November 1, 2016, at a redemption price of 102% of the principal amount thereof, and
(ii) the interest due on the Series 1998A bonds being advance refunded through and
including November 1, 2008, and to redeem the principal amount of the Series 1998A
bonds on November 1, 2008, at a redemption price of 102% of the principal amount
thereof. As a result of these advance refundings, $10,810,000 of the Series 1996D bonds
and $31,135,000 of the Series 1998A bonds are considered to be defeased; and the
liability for those bonds has been removed from the financial statements.

The refunding resulted in a difference between the reacquisition price and the net
carrying amount of the refunded debt of $2,302,669 and $1,116,547 of the Series 1996D
and 1998A bonds, respectively. Adjusted for 2007 combined amortization of $126,380,
those differences are being charged to expense through fiscal years 2027 and 2022 for the
differences associated with the refunding of the Series 1996D bonds and 1998A bonds,
respectively, using the straight-line method. The State completed the refunding to reduce
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(4)  Current and Advance Refundings (Continued)

its total debt service payments over the next 20 years by $9,714,744 and to obtain an
economic gain (difference between the present values of the old and new debt service
requirements, discounted at the effective interest rate of the new debt and adjusted for
additional cash paid) of $6,204,472.

(5) Long-Term Debt

The following is a summary of changes in long-term debt for the year ended June 30,

2007:
Debt
Balance Additions/ Debt Balance
July 1, 2006 Accretions Reductions June 30, 2007
General Obligation Bonds*
1996 Series A, B,C,Dand E $ 99,530,000 § - %5 66470,000 § 33,060,000
1998 Series A, Band C 77,880,000 - 33,495,000 44,385,000
1999 Series B and C 21,300,000 - 950,000 20,350,000
1999 Series A Capital Appreciation 96,192,867 4,858,762 6,850,000 94,201,629
2006 Series Refunding - 94,180,000 - 94,180,000
294,902,867 99,038,762 107,765,000 286,176,629
Revenue and Refunding Bonds
2003 Series A 34,220,000 - 965,000 33,255,000
2006 Series A 44,650,000 - 50,000 44,600,000
2006 Series B 10,150,000 - - 10,150,000
2007 Series A - 38,135,000 - 38,135,000
89,020,000 38,135,000 1,015,000 126,140,000
Conmpensated Absences 5,538 3,271 - 8,809

$ 383928405 § 137,177,033 § 108,780,000 § 412325438

*A 1994 Constitutional Amendment authorized the issuance of $300,000,000 in Infrastructure General
Obligation Bonds, The Infrastructure General Obligation Bonds were issued in four separate issues
totalling $299,993,910: Series 1996A - $35,300,000; Series 1996B - $14,700,000; Series 1996C -
$10,000,000; Series 1996D - $50,000,000; Series 1996E - $7,000,000; Series 1998A - $68,000,000;
Series 1998B - $10,000,000; Series 1998C - $14,000,000; Series 1999A - $69,693,910; Series 19998 -
$7,300,000; and Series 1999C - $14,000,000. In November 20006, the Infrastructure General Obligation
Refunding Bonds, Series 2006, partially refunded the Series 1996A, Series 1996D and Series 1998A
Bonds.
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Future maturities of principal and interest of general obligation bonds, with interest rates

ranging from 4.00% to 7.25% and maturing through 2027, are as follows:

2008
2009
2010
2011
2012

2013 -2017
2018 - 2022
2023 - 2027

Total

Capital Appreciation Bonds

2008
2009
2010
2011
2012

2013 - 2017
2018 - 2022
2023 - 2027

Total capital appreciation bonds
Total general obligation bonds

Add: unamortized premium

Less: unamortized issue costs
unamortized loss on refunding

Total, presented net

Less: amount due within one year

Amount due after one year

Principal

3 6,065,000
6,330,000
6,640,000
7,075,000
7,555,000

33,665,000

43,905,000
53,280,000
61.125,000
158,310,000

191,975,000

Principal, net of
amounts to be
accreted in

future years

$ 6,841,614
6,617,468
6,341,205
5,969,793
5,595,246

31365326

24,335,086
20,440,030
18,061,187

62,836,303

94,201,629

3 286,176,629

5,699,847

(630,230)
(4,315,710)

286,930,536

(13,025,813)
§ 273,504,723

Interest Total
$ 10,018,314 $ 16,083,314
9,651,736 15,981,736
9,281,864 15,921,864
8,895,647 15,970,647
8,486,094 16,041,094
46,333,655 79,998,655
35,639,348 79,544,348
21,802,725 75,082,725
7.753.750 68.878.750
65,195,823 223,505,823

§ 111,525,478

3 303,504,478

Amounts to be
accreted in

future vears

$ 108,386
432,532
758,795

1,080,207
1,379,754

3,759,674

11,239,914
19,584,970

28,138,813

58,963,697

3 62,723,371

Total

3 6,950,000
7,050,000
7,100,000
7,050,000
6,975,000

35,125,000

35,575,000
40,025,000
46,200,000
121,800,000
5156925000
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Future maturities of principal and interest of revenue and refunding bonds, with interest
rates ranging from 2.50% to 5.50% and maturing through 2046, are as follows:

Principal Interest Total
2008 3 1,610,000 h) 5,871,045 b 7.481,045
2009 1,655,000 5,709,319 7,364,319
2010 2,310,000 5,643,554 7,953,554
2011 2,390,000 5,562,576 7,952,576
2012 2,465,000 5,475,848 7,940,848
10,430,000 28,262,342 38,092.342
2013 - 2017 13,510,000 25,833,865 39,343,865
2018 - 2022 15,460,000 22,741,655 38,201,655
2023 - 2027 18,105,000 18,851,100 36,956,100
2028 - 2032 20,830,000 14,130,675 34,960,675
2033 - 2037 24,945,000 8,642,081 33,587,081
2038 - 2042 16,980,000 2,977,206 19,957,206
2043 - 2046 5,880,000 475,238 6,355,238
115,710,000 93,651,820 209,361,820
Total revenue and refunding bonds  § 126,140,000 $ 121,914,162 § 248,054,162
Add: unamortized premium 1,638,629
Less: unamortized issue costs (1,580,918)
unamortized discount (123,125)
unamortized loss on refunding {2,176,021)
Total, presented net 123,898,565
Less: amount due within one year (1,513,802)
Amount due after one year § 122,384,763

The source of repayment for the general obligation and refunding bonds is the annual
receipt of $24 million of mineral severance tax revenue deposited into the Debt Service
Fund from the State’s general fund.

The primary source of repayment for the revenue and refunding bonds is the receipt of
payments of principal and interest on a set of loans, known as defined loans, previously
made to projects from general obligation and revenue bond proceeds. The amount
needed from the Special Revenue Fund to the Debt Service Fund for revenue bond debt
service during the fiscal year ended June 30, 2007, was $4,498,755.

The bonds are subject to the arbitrage rebate provisions of the Internal Revenue Code
which requires that 90% of excess investment earnings on the bond proceeds be paid to
the United States Internal Revenue Service every five years in order for the bonds to
maintain their tax-exempt status. As of June 30, 2007, the Council had no liability for
excess investment earnings on bond proceeds.
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Transactions with State of West Virginia Agencies

The Council reimburses the Authority for all payroll costs of Authority employees
utilized by the Council as well as general and administrative expenses incurred by the
Council and paid by the Authority. The Authority also provides office space and
fiduciary services to the Council. Such costs and expenses reimbursed to the Authority
for the year ended June 30, 2007, totalled $343,569. As of June 30, 2007, the Council
was indebted to the Authority for $97,534 in connection with these costs and expenses.

A reconciliation of the amounts rteimbursed to the Authority for general and
administrative expenses incurred by the Council is as follows:

Expenses reimbursed to the Authority $ 343,569
Less: reimbursements for prior year expenses (82,523)
Add: current year expenses incurred but not

reimbursed to the Authority 97.534
Current year expenses reimbursed and due to the Authority $ 358,580
General and administrative expenses paid directly by Council 17,000
Reimbursements from third parties (439)
Accounts payable, June 30, 2006 (7,716)
Accounts payable, June 30, 2007 19,984

Total general and administrative expenses incurred by Council $ 387,409

The Council received $24 million of mineral severance tax revenue from the State’s
general fund into the Debt Service Fund to accommodate the general obligation bonds
debt service payments required in fiscal year 2007. Funds remaining after the payment of
general obligation bonds debt service were transferred to the Special Revenue Fund to
provide additional lending and granting capacity, which is consistent with the Council’s
purpose.

West Virginia Code §29-22-18a (“Section 18a”) created within the State’s lottery fund in
the State Treasury an excess lottery revenue fund from which moneys are disbursed in
specific allocations to various State accounts, including the Council. If there are not
sufficient revenues to fully comply with the funding requirements of Section 18a,
remaining funds are distributed first to the economic development project fund; second,
to the other funds from which debt service is to be paid; third, to the education
improvement fund for appropriation by the Legislature to the promise scholarship fund;
fourth, to the general purpose account to be expended pursuant to appropriation by the
Legislature provided that, to the extent such revenues are not pledged in support of
revenue bonds which are or may be issued from time to time under Section 18a; and then
on a pro rata basis to the remaining State accounts, including the Council. During the
year ended June 30, 2007, $40 million was appropriated for and received by the Council.
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Transactions with State of West Virginia Agencies (Continued)

During the year ended June 30, 2007, the Council contributed $1,657,100 to the Bureau
for Public Health for the required State match for the federally sponsored Drinking Water
Treatment Revolving Fund to secure federal dollars and continue that program. Also
during the year ended June 30, 2007, the Council contributed $2,730,182 to the
Department of Environmental Protection as required State match for the federally
sponsored Clean Water State Revolving Fund for the purpose of securing federal dollars
and continuing that program.

Schedule of General and Administrative Expenses

General and administrative expenses for the year ended June 30, 2007, were as follows:

Salaries and benefits 3 176,285
Legal 109,750
Consulting and professional 25,035
Rentals 20,585
Trustee 17,000
Travel 13,020
Computer services 7,026
Office supplies 5,284
Telecommunications 3,548
Insurance 2,544
Training 2,404
Postage 2,116
Employee parking 1,320
Association dues 1,183
Miscellaneous 249

3 387,409

Leases

The Council rents office space under an operating lease agreement which expires on
August 31, 2007. As provided in the operating lease agreement, the Council exercised
the lease option for certain office space on a month-to-month basis, beginning September
1, 2007. The Council paid $11,437 under the lease during the year ended June 30, 2007.
Following is a schedule of future minimum lease payments, which includes lease
payments on certain office equipment:
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Leases (Continued)

Year Ending June 30 Amount
2008 3 6,576
2009 4,580
2010 1,145
Future minimum lease payments by 12,301

Fund Balance

The Council has issued commitments to loan or grant funds to qualifying applicants for a
period of time contingent on numercus actions to be completed by the applicants. As of
June 30, 2007, $90,585,261 of available fund balance was designated by the Council for
loans and grants. Additionally, the Council has designated $4,376,042 for contributions

to two State agencies for the required State match for federally sponsored revolving
funds.

The Council has entered into loan and grant agreements with various municipalities and
other entities to provide no-interest or low-interest loans and grants in accordance with
the Act. Amounts not distributed under these agreements amounted to $47,225,557 at
June 30, 2007, and fund balance has been reserved to recognize these obligations. In
addition, loans receivable of $350,288,709 represent amounts not available for
appropriation and are reported as a reservation of fund balance. As required by the
General Revenue Bond Resolution, $7,998,061, which is equal to the reserve fund
requirement, is on deposit in four debt service reserve fund accounts and is reported as a
reservation of fund balance. Finally, the balance of repayments of $3,116,040 on loans,
which have been identified as defined loans because the repayments of those loans are
reserved for debt service on the revenue and refunding bonds, is also reported as a
reservation of fund balance.

Explanation of Certain Differences between the Governmental Funds Balance Sheet and
the Statement of Net Assets

The portion of accrued interest receivable, $220,250, which is a long-term asset and not
available to pay for current period expenditures, is not reported in the Special Revenue
Fund and Debt Service Fund as an asset in the Governmental Funds Balance Sheet. All
assets, both current and long-term, however, are reported in the Statement of Net Assets.

Long-term liabilities of the Council are not due and payable in the current period and
accordingly are not reported in the Special Revenue Fund and the Debt Service Fund as
fund liabilities in the Governmental Funds Balance Sheet. All liabilities, both current and
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(11)

Explanation of Certain Differences between the Governmental Funds Balance Sheet and
the Statement of Net Assets (Continued)

long term, however, are reported in the Statement of Net Assets. Balances at June 30,
2007, were:

General obligation bonds payable 5 286,930,536
Revenue and refunding bonds payable 123,898,565
Compensated absences 8,809
Accrued interest on bonds 3,253,049
Total adjustment ) 414,090,959

“Total fund balances” of the Council’s governmental funds of $643,094,667 differs from
“net assets” of governmental activities of $229,223,958 reported in the Statement of Net
Assets as described above. This difference primarily results from the long-term
economic focus of the Statement of Net Assets versus the current financial resources
focus of the Governmental Funds Balance Sheet.

Explanation of Certain Differences between the Govermmental Fund Operating
Statements and the Statement of Activities

Repayment of bond principal is reported as an expenditure in governmental funds and
thus has the effect of reducing fund balance because current financial resources have
been used. The principal payment of $66,835,000 during the year ended June 30, 2007,
however, reduces the liability in the Statement of Net Assets and does not result in an
expense in the Statement of Activities. Interest on long-term debt was adjusted
$6,495,869 to reflect interest expense on the accrual basis in the Statement of Activities
rather than the expenditure paid for interest, as is presented i governmental funds. This
adjustment was increased by the amortization of the loss on refunding of bond issues of
$253,813, discussed below. Offsetting that increase was the amortization of bonds
payable premium of §232,878, also discussed below.

The expense related to an increase of $3,271 in the liability for compensated absences
accrued during the year ended June 30, 2007, is reported in the Statement of Activities
but does not require the use of current financial resources and, therefore, is not reported
as an expenditure in governmental funds.

29



West Virginia Infrastructure and Jobs Development Council

Notes to Financial Statements (Continued)

(11)

Explanation of Certain Differences between the Governmental Fund Operating
Statements and the Statement of Activities (Continued)

Bond issuance costs of $1,179,156 related to one series of refunding and one series of
revenue bonds during the current year are reported as an expenditure in governmental
funds and thus have the effect of reducing fund balance because current financial
resources have been used. On an accrual basis, this amount is a deferred charge
amortized using the straight-line method over the lives of the bonds and, therefore, only
the current year amortization of $25,985 is expensed in the Statement of Activities.
Likewise, bond issuance costs related to a prior year revenue bond issue were reported as
an expenditure in governmental funds and had the effect of reducing fund balance the
year of the bond issue when current financial resources were used. On an accrual basis,
this amount is a deferred charge amortized using the straight-line method over the life of
the revenue bonds and the current year amortization of $35,957 is expensed in the
Statement of Activities. Since this expense does not require the use of current financial
resources, it is not reported as an expenditure in governmental funds.

Receipts of bond proceeds from one series of refunding and one series of revenue bonds
of $132,315,000, as well as the premium on both series of $6,534,482, are reported as
other financing sources in governmental funds and have the effect of increasing fund
balance because current financial resources have been provided. The receipts of bond
proceeds, net of the unamortized premiums, however, are reflected as liabilities in the
Statement of Net Assets and do not result in revenue in the Statement of Activities.
Likewise, on an accrual basis, the premiums are not revenue but additions to the face
amounts of the bonds payable and are amortized using the straight-line method over the
life of the bonds. Only the current year premium amortization of $201,694 is reflected as
a reduction of interest expense.

The portion of bond proceeds from prior year revenue bond issues that consisted of a
premium was reported as an other financing source in governmental funds the year of the
bond issue and had the effect of increasing fund balance because current financial
resources were provided. On an accrual basis, the unamortized premium is an addition to
the face amount of the revenue bonds payable and i1s amortized using the straight-line
method over the life of the bonds. The current year amortization of $31,184 is reflected
as a reduction of interest expense on the Statement of Activities. Since the amortized
amount does not represent receipts of current financial resources, it is not reported as an
other financing source in governmental funds.
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Explanation of Certain Differences between the Govermmental Fund Operating
Statementis and the Statement of Activities (Continued)

The amount deducted in a prior year from the bond proceeds of a refunding bond issue,
or the bond discount, was reported as an other financing use in governmental funds the
year of the bond issue and had the effect of decreasing fund balance because current
financial resources were used. On an accrual basis, the unamortized discount is a
deduction from the face amount of the refunding bonds payable and is amortized using
the straight-line method over the life of the bonds. The current year amortization of
$7,577 is reflected as an expense on the Statement of Activities. Since the amortized
amount does not represent expenditures of current financial resources, it is not reported as
an other financing use in governmental funds.

Payment to the escrow agent of $45,364,216 came from refunding bond proceeds and is
reported as an other financing use in governmental funds. That payment had the effect of
decreasing fund balance because current financial resources were used.
Because that amount represents the reacquisition price of two series of general obligation
bonds that were partially refunded, to the extent that amount exceeded the carrying
amount of the bonds refunded, that amount is reflected as a loss on refunding. On an
accrual basis, the loss on refunding is not an expense but a deduction from the face
amount of the refunding bonds payable and is amortized using the straight-line method
over the life of the bonds. The current year amortization of $126,380 is reflected as an
increase to interest expense.

Payments of two call premiums of $1,064,100 during the year are reported as an
expenditure because current financial resources were used. Because that amount
represents part of the reacquisition price of two series of general obligation bonds that
were partially refunded, it 1s reflected as a loss on refunding. On an accrual basis, the loss
on refunding is not an expense but a deduction from the face amount of the refunding
bonds payable and is amortized using the straight-line method over the life of the bonds.
The current year amortization of $41,225 is reflected as an increase to interest expense.

Prior year payments to the escrow agent from refunding bond proceeds and from other
resources of the Council were reported as an other financing use in governmental funds
and as a debt service expenditure in governmental funds, respectively, in a prior year and
had the effect of decreasing fund balance because current financial resources were used.
To the extent those amounts exceeded the carrying amount of the bonds refunded, those
amounts were a loss on refunding. On an accrual basis, the loss on refunding is not an
expense but a deduction from the face amount of the refunding bonds payable and is
amortized using the straight-line method over the life of the bonds. The current year
amortization of prior year losses on refundings of $86,208 is reflected as an increase to
interest expense. Since this expense does not require the use of current financial
resources, it is not reported as an expenditure in governmental funds.
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Explanation of Certain Differences between the Governmental Fund Operating
Statements and the Statement of Activities {Continued)

The $90,000 increase in charges for services represents interest on loans not included as
income in governmental funds because it is not collectible within the current period but
included as revenue on an accrual basis.

Risk Manasement

The Council is exposed to various risks of loss related to torts, theft of assets, errors and
omissions, injuries to and illnesses of Authority employees and natural disasters.
Through its participation in Brickstreet Mutual Insurance Company (“Brickstreet”) and
the West Virginia Public Employees Insurance Agency (“PEIA”), the Authority
obtains coverage for job-related injuries of and health coverage for its employees,
including the employees whose payroll costs are reimbursed by the Council. In exchange
for the payment of premiums to Brickstreet and PEIA, the risk related to job-related
injuries and health coverage is transferred to these entities. The Authority participates in
the West Virginia Board of Risk and Insurance Management to obtain coverage for
general liability, property damage, business interruption, errors and omissions, and
natural disasters. Such coverage is offered in exchange for an annual premium, which is
partially reimbursed by the Council.

Restricted Net Assets

Restrictions of net assets are the result of constraints placed on net asset use which have
been imposed through debt covenants and by law through enabling legislation. The
government-wide Statement of Net Assets reports $211,359,954 restricted net assets, of
which $82,600,714 is restricted by enabling legislation for loans and grants and
$128,759,240 is restricted by debt covenants for debt service on the revenue, refunding,
and general obligation bonds.

Agency Fund

During the year ended June 30, 2002, $1.5 million was appropriated to the West Virginia
Economic Development Authority by House Bill 4672 from the State Treasurer's
Abandoned Property Claims Trust Fund and is administered by the Council in a purely
custodial capacity. The funds were received, temporarily invested and are disbursed as
grants for various water and wastewater projects in accordance with instructions from the
West Virginia Economic Development Authority (see Statement on page 12).
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Required Supplementary Information
West Virginia Infrastructure and Jobs Development Council
Budgetary Comparison Schedule — Special Revenue Fund
For the Year Ended June 30, 2007

Budgeted Amounts Actual Budget to Actual
Amounts GAAFP Amounts
Original Final Budgetary Basis Differences GAAP Basis
Budgetary fund balance, July 1, 2006 3 - 3 - 5 - 5 - ¥ -
Resources (inflows)

Excess lottery revenue 40,000,000 40,000,000 40,000,000 - 40,000,000
Amounts available for appropriation 40,000,000 40,000,000 40,000,000 - 40,000,000
Charges to appropriations (outflows) (40,000,000}  (40,000,000) {40,000,000) - {40,000,000)
Budgetary fund balance, June 30, 2007 3 - ¥ - 3 - 5 - § -
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West Virginia Infrastructure and Jobs Development Council

Note to Required Supplementary Information — Budgetary Reporting

(1

West Virginia Code §29-22-18a (“Section 18a”) created within the State’s lottery fund in
the State Treasury an excess lottery revenue fund from which moneys are disbursed in
specific allocations to various State accounts, including the Council. If there are not
sufficient revenues to fully comply with the funding requirements of Section 18a,
remaining funds are distributed first to the economic development project fund; second,
to the other funds from which debt service is to be paid; third, to the education
tmprovement fund for appropriation by the Legislature to the promise scholarship fund;
fourth, to the general purpose account to be expended pursuant to appropriation by the
Legislature provided that, to the extent such revenues are not pledged in support of
revenue bonds which are or may be issued from time to time under Section 18a; and then
on a pro rata basis to the remaining State accounts, including the Council.

During the year ended June 30, 2007, $40 million of excess lottery revenue was
appropriated for and received by the Council.
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STATE OF WEST VIRGINIA FORM 8
DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION
FINANCIAL ACCOUNTING AND REPORTING SECTION

GAAP REPORTING FORM - INVESTMENTS DISCLOSURE

Audited Agancy Wost Virginia Infrastructute and Johs Development Counclt

Per GASH Stalement 49 [he Instilulion must disciose ils investment policy. The investment policy musi be formally adapted through tegal or contractual provisions Disclosure of any statulory palicies are alsa required. Please provide in the space below the tnslilution’s mves(msni policy

Please see foolnote {3} lo the financial slalemenls.

Interest Rate Risk - Begmenled Time Distribution

Reporled Repered . Custodial Cred:t Risk i Credil Ra_lir_| L3 Investment Muluthes (in years) .
Ameunt Amount Calcgoty t Calegory 2 Calegory 3 Reported Far Stundafd & Lrss Mare Forelgn Currency Risk
Unrestncted Resircied { Based cn reperied amounts) Amount** Value Poers Moody's. Fileh _tnan 1 1-5 6-10 than 10 Cunency Tyge Matunty Fau Vatus
Invesiments with Board of Treasury tnvestmenls (BT)]
Put Opening Balance Repart - 345,745 345745 345745
Inveviment Esrnings nol Posted (o WYFIMS
As of 613007 - 1.536 1525 1538
invesiments Quiside BTL
Mutual Money Markel Funds 0034211 _150772.724 - - - 150,508 995 158,808,955 ARAT Aaa AAA 158 806 935
Guaranteed lnvesimen) Contract 0779602 115,059,618 - . - 175439311 ( F§_125433.511 AR Aa2 AA 125428011
Guaranieed lnvesiment Contract - 5758222 - - 5758732 ( F)__ 5758222 AAA Aza AL 5 758,222
Guaranteed Investment Conlract - 1,086,549 - - - 1088549 { F) 1.086,549 AA And AR 1.086.549
Total 17,013,863 273,724,355 ] 0 [] 20% 418 356 291,410,158 155 693,544 125430311 5758222 4

" MUST COMPLETE THE BELOW INFORMATION IF REPURCHASE AGREEMENYS WERE IDENTIFIED ABOVE:

Fair Market

CoN. Dy onthe Valze of
Agrecmonta Coliztera!
Mot Appheatle

**NOTE: THE REPORTED AMQUNTS SHOULD BE IDENTIFIED AS EITHER AMORTIZED COST (A} OR FAIR VALUE (F).

See Independent Auditers® Repert



ETATE OF WEST VIRGINIA FORM 8

DEFARTMENT OF ADMINISTRATION - INAHCE DMISION
FINANGIAL ACCOUNTING AND REPORTIHG SECTION

GAAP REFORTING FORM - INVESTMENTS DISCLOSURE

Auztied Agency Wes\ Virginla Infrastruciure and Johs Developmem Counzll-AGENCY FUND
Fer GASB Stalemend 40 the Instiution must dizclose its i tment policy. The | policy mus! be fermally adepted Ihrough legal or contractupl provisions. Disclosure of any statilory palicies nie siso required. Plense provide in tho space befow the Instilution’s invesiment policy

Pleasa see footnote {3 to 1ha financia! staternents

_Interest Rate Risk . Segmented Tims Distribution

Reported Reparted Custodial Credit Risk Credit Ratings investriont Maturbes (i years}
Amount Arrerint Category 1 Categny 2 Cawgory 3 Reportad Far Sardard & Less Mare . Forelgn Currency Risk
Unrestreted. Restreted ( Based on reported amounts Amoun*? Vahs Poo's Moody's Fath man 1 1-5 &.10 tan 10 Currercy Typs  _ Manamy Fart Vahur
lavestments Quiaide BTL.
Mutual Money Market Funds. 48913 - - . 23913 48913 AAAm Asx AAA 48913
Total 0 23 D123 0 [} 0 40.913 48.913 48913 O ] 0 o

*4** MUST COMPLETE THE BELDW INFORMATION IF REPURCHASE AGREEMENTS WERE IDENTIFIED ABOVE:

Fair Marxel
Collatersi Deacription on the Repurchass Value of
Agreements Collaters!

Hit Applrenble

**NOTE: THE REPORTED AMOUNTS SHOULD BE IDENTIFIED AS EITHER AMORTIZED COST (A) OR FAIR VALUE (F}.

e ndupendent Aukiors' Reporl



STATE OF WEST VIRGINIA
DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION
FINANCIAL ACCOUNTING AND REPORTING SECTION

GAAP REPORTING FORM - INVESTMENTS DISCLOSURE

Audited Agency West Virginia Infrastructure and Jobs Development Council-AGENCY FUND

Concentration of Credit Risk - Agency Fund

As of June 30, 2007, the Council's Agency Fund had an investment balance with the following issuer which is greater than or equal to
of the investment balance:

Percentage of
Type fssuer Investments

Money Market Federated Government Obligations Fund 100%

See independeni Auditors' Report. 37



STATE OF WEST VIRGINIA FORM 8A
DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION
FINANCIAL ACCOUNTING AND REPORTING SECTION

GAAP REPORTING FORM - DEPOSITS AND INVESTMENTS RECONCILIATION

Audited Agency  West Virginia Infrastructure and Jobs Development Council

Reconciliation of cash, cash equivalents and investments as reported in the financial statements
to the amounts disclosed in the footnote:

Deposits:
Cash equivalents as reported on balance sheet $159,154,276
Less: cash equivalents disclosed as investments {159,154,276)
Carrying amount of deposits as disclosed on Form 7 0
Investments:
Investments as reported on balance sheet $132,284,082
Add: cash equivalents disclosed as investments 159,154,276
Reported amount of investments as disclosed on Form 8 $291,438,358

See Independent Auditors' Report. 38



STATE OF WEST VIRGINIA

DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION FORM 15
FINANCIAL ACCOUNTING AND REPORTING SECTION
GAAP REPORTING FORM - TRANSFERS IN/QUT
Audited Agency West Virginia Infrastructure and Jobs Develoepment Council
Indicate amounts transferred from/to your agency as of June 30, 2007.
WVFIMS WVFIMS WVFIMS
Doc. ID Agency Transferring From FUND Agency Transferring To FUND Amount
D001253482 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 $ 178.496.69
D001252611 Department of Revenue 0470 WV Infrastructure and Jobs Development Councii 3385 146,795.14
D001252628 Department of Revenue 0470 WV infrastructure and Jobs Development Councit 3385 196,712.42
D001252276 Department of Revenue 0470 WV Infrastruclure and Jobs Development Council 3385 11,653.23
DO01251415 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 84,510.70
D001250874 Department of Revenue 0470 WV Infrastructure and JJobs Development Council 3385 26,815.81
0001249561 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 1,609,872.81
D001250530 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 25,212.63
D001249146 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 23,394.46
D001255565 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 15,452.68
D001255017 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 269,452.69
D00 1255007 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 5,903.74
D001255165 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 169,842.73
D001254683 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 367,913.99
D001254693 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 2,363.79
D001253460 Depariment of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 674,644.71
Tofal 5 3,808,939.22

“Do not include 1GT's, Reimbursements or Expense to Expense transactions

Explain Transfers InfOut amounts greater than or equal to $1,000,000.

| #L)
w

See Independent Auditors’ Report.



STATE OF WEST VIRGINIA

DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION FORM 15

FINANGIAL ACCOUNTING AND REPORTING SECTION

GAAP REPCRTING FORM - TRANSFERS INJOUT

Audited Agency Waest Virginia Infrastrusture and Jobs Development Council

Indicate amounts leansferred from/to your agency as of June 30, 2007,
WVFIMS WVFIMS WVFIMS
Doc. (D Agency Transferring From ELIND Agency Transferring To FUND Amount

D001255865 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 5 780.56

DD01256646 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 3385 4.378,044.35

D001256663 Department of Revenue 0470 W\ Infrastruclure and Jobs Development Council 3385 176,331.00

D001256666 Departrment of Revenue 0470 WYV tnfrastructure and Jobs Development Council 3385 3,148,017.61

0001255209 Department of Revenue 0470 WV Infrastructure and Jobs Davelopment Council 3385 6,797,895.27

0001256193 Department of Revenue 0470 WV nfrastructure and Jobs Development Council 3385 11,462, 444.12

Do01255866 Departmeni of Revenue 0470 WV Infrastructure and Jobs Development Council 3Jass 238,014.42

0001255862 Department of Revenue 0470 WV Infrastruciure and Jobs Development Council 3385 277.337.51

D001255940 Department of Revenue 0470 VWV Infrastructure and Jobs Development Council 3385 389.582.56

D001255485 Department of Revenue 0470 WV Infrasiructure and Jobs Development Council 3385 83,539.21

D001257092 Depariment of Revenue 0470 WV Infrastructure and Jobs Development Councit 3385 {6,621.659.35)

D0G1256545 Department of Revenue 0470 WV Infrastructure and Jobs Development Council 33856 {139,276.48)

“Do not include |GT's, Reimbursements or Expense to Expense fransactions Total % 20,191,060.78
Grand Total 5 24,000,000.00

Explain Transfers InfOut amounts greater than or equal to $1,000,000.

See Independent Audilors' Report.



STATE OF WEST VIRGINIA

DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION FORM 15
FINANCIAL ACCOUNTING AND REPORTING SECTION
GAAP REPORTING FORM - TRANSFERS INJOUT
Audiled Agenc West Virginia Infrastructure and Jobs Development Council
Indicate amounts transferred from/io your agency as of June 30, 2007.
WVFIMS WVFIMS WVFIMS
Doc. 1D Agency Transferring From FUND Agency Transferring Jo FUND Amount
Nene WV Infrastructure and Jobs Developrent Councif Trustee W\ Clean Water Slate Revolving Fund 3329 2.730.162.00
Nane WV infrastruclure and Jobs Development Councit Trustee WV Drinking Water Treatment Revolving Fund 3386 1,657,100.00
4,387 282 G0
E000581474 Depariment of Revenuef/Lottery 7203/7205 WV Infrastructure Transfer Fund 3380 12,799,395.00
EQQDEBS7B1 Departmen! of Revenue/Lottery 720317205 WV infrastructure Transfer Fund 3340 21,218,881.00
EGC0890211 Department of Revenug/Lottery 7203/7205 W Infrastructure Transfer Fund 3390 5,081,724.00
40,000,000.00
E000685732 WV Infrastruclure Transfer Fund 3390 WV Infrasiructure Fund 3384 12,788,395.00
E000686741 WV Infrastruciure Transfer Fund 3390 WV Infrastructure Fund 3384 21,218,881.00
ED00691227 WV Infrastructure Transfer Fund 3390 WV Infrastructure Fund 3384 5.981.724.00
40,000,000.00

*Do not include 1GT's, Reimbursements or Expense o Expense transactions

Explain Transfers In/Out amounts grealer than ¢r equal 1o 51,000,000,

Severance tax - $24,000.000

West Virginia Ctean Waler State Revolving Fund ant West Virginia Drinking Water Trealment Revolving Fund Stale Malches - $4,387,282

Excess Lottery Revenue - $40,000.000

I
—_

See Independent Auditors' Report,
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Members of the
West Virginia Infrastructure and Jobs Development Council
Charleston, West Virginia

We have audited the financial statements of the West Virginia Infrastructure and Jobs Development
Council (the Council) as of and for the year ended June 30, 2007, and have issued our report thereon
dated October 5, 2007. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our andit, we considered the Council’s internal contro] over financial
reporiing as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Council’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Council’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control,

A material weakness is a significant deficiency, or combination of significant deficiencies, that result
in more than a remole likelihood that a material misstatement of the financial stalements will not be
prevented or detected by the entity’s intemal control.

Our consideration of intemal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessanily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the Council’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on ¢ompliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information of the Council, audit committee, management, and
the State of West Virginia and is not intended to be and should not be used by anyone other than these
specified parties.

October 5, 2007
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