
  

West Virginia State University

Research and Development

Corporation

Financial Statements as of and for the
Years Ended June 30, 2021 and 2020, and

Supplemental Schedule for the Year Ended
June 30, 2021, Independent Auditors’ Report,
and Reports Required by Uniform Guidance

for the Year Ended June 30, 2021



 

WEST VIRGINIA STATE UNIVERSITY
RESEARCH AND DEVELOPMENT CORPORATION

TABLE OF CONTENTS
 

INDEPENDENT AUDITORS’ REPORT

MANAGEMENT’S DISCUSSION AND ANALYSIS (RSI) (UNAUDITED)

FINANCIAL STATEMENTSAS OF AND FOR THE YEARS ENDED
JUNE 30, 2021 AND 2020:

Statements ofNet Position

Statements of Revenues, Expenses, and Changes in Net Position

Statements of Cash Flows

Notes to Financial Statements

REQUIRED SUPPLEMENTARY INFORMATION

Schedules of Proportionate Share of Net OPEB Liability and Contributions

SUPPLEMENTAL SCHEDULE:

Schedule of Expenditures of Federal Awards for the Year Ended June 30, 2021

Notes to Schedule of Expenditures of Federal Awards for the Year Ended June 30, 2021

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENTAUDITING STANDARDS

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND
REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS FOR THE
YEAR ENDED JUNE30, 2021

STATUS OF PRIOR YEAR FINDINGS

10-11

12

13

14-28

30

32 — 38

39

40 — 4]

42 ~ 43

44 — 45

NONE



 

     

HAYFLICH.
Certified Public Accountants | Business Advisors HAYFLICH CPAs PLLC

300 8th Street, 3rd Floor

Huntington, WV 25701

T: (304) 697.5700

F: (304) 697.5704

www.hayflich.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
West Virginia State University Research and Development Corporation
Institute, West Virginia

Report on the Financial Statements

Wehave audited the accompanying financial statements of West Virginia State University Research and
Development Corporation(the Corporation), which comprise the statements of net position as of June 30,
2021 and 2020, and the related statements of revenues, expenses, and changes in net position, and cash
flows for the years then ended, andthe related notes to the financial statements

Management’s Responsibilityfor the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal contro! relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Ourresponsibility is to express opinions on these financial statements based on our audits. We conducted
our audits 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 whetherthe financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessmentofthe risks of material misstatement of the financial statements, whether due to fraud orerror.

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as wellas evaluating the overall presentation of the financial statements.

Webelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Corporation as of June 30, 2021 and 2020, andthe respective changes in its net
position andits cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.



 

 

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3—9 and the schedules of proportionate share of net OPEBliability and
contributions on page 30 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers them to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 28,
2021, on our consideration of the Corporation’s internal control over financial reporting and on ourtests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely 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
effectiveness of the Corporation’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Corporation’s internal control over financial reporting and compliance.

lidhsPie

Huntington, West Virginia
September28, 2021



 

West Virginia State University

Research and Development Corporation
Management’s Discussion and Analysis

Fiscal Year Ended June 30, 2021

I. Introduction

A. Historical Background

West Virginia State University Research and Development Corporation (WVSURDCorthe Corporation) was
incorporated in 1991, under the W.Va. Code Chapter 18B. The Corporation serves as the West Virginia State
University’s (WVSU or the University) as its fiscal management agent of its externally sponsored funding
including grants, contracts, and gifts derived from federal, state, municipal, corporate, foundation, and private

individuals. The Corporation operates as a nonprofit entity exclusively for charitable, educational, and scientific
purposes within the meaning of Section 501(c)(3) of the Internal Revenue Code of 1986, as amended. The

WVSURDCformally provides management and oversight of external support for WVSU viatheir affiliations and
operating agreements with the University’s Board of Governors and the University’s Chief Executive Officer,
respectively. The Corporation and its functions reside outside of the University’s fiscal operations. The Research
and Public Service Unit at the University utilizes the Corporation as its fiscal agent.

West Virginia State University is an 1890 Land-Grant and Historically Black institution of higher education
founded in 1891, under the Second Morrill Act. The University’s central mission is to become the most student-
centered, research and teaching, land-grant University in the State of West Virginia and beyond, by meeting the
higher education and economic development needs of the state and region through innovative teaching and
applied research. The re-attainment of its Land-Grant status, combined with the implementation of graduate
programs, has significantly augmented activities related to research, teaching, and public service over the last
decade. This successful expansion of the University’s research and outreach programminghas been only possible
through the attainment of supplementary external resources. Therefore, the University’s faculty along with
research and outreach staff, and administrators are continually seeking opportunities for enhancing research,
teaching, and public service through external sponsored support. In fact, scholarly activities supported through
the attainmentof external funding, in support of the institution’s mission, are being increasingly recognized. The
collective and dynamic effort, infused with innovative ideas and approaches, has resulted in the University’s
sustained level of these resources, within the last 5 years, in spite of economic challenges faced at the regional,
national, and global levels.

B. Overview ofthe Financial Statements and the Financial Analysis

The present document provides an overview of the Corporation’s financial statements to its stakeholders for the
year ended June 30, 2021. Based on these financial statements, the Corporation’s management also presents
discussion and analysis which highlights the successes and challenges experienced throughoutthe reporting year.
This management’s discussion and analysis is required as supplemental information prescribed by the
Governmental Accounting Standards Board (GASB No. 34 & 35 directives). This financial information is
structured into an activity-based reporting format and offers an overview of the Corporation’s fiscal activities
focusing on the year ended. The analysis is based on the position of three main financial statements: (1) Net
Position; (2) Revenues, Expenses, and Changes in Net Position; and (3) Cash Flows. Additional information
relevant to fiscal years 2020 and 2019 is also included in this analysis to facilitate the reader a comparative
framework between immediate past and present financial positions of the Corporation.



 

IL. Statement of Net Position

The “Statement of Net Position”reflects the Corporation’s assets, liabilities, and its net position at the end ofthe
fiscal year. This statement provides stakeholders with fiscal information of the Corporation at a point in time
(June 30, 2021). It also offers readers an overview of the net position and the assets (and liabilities) which are
available to the Corporation for future investments and to continue operating.

The statements’ net position is divided into three main categories: (1) net investment in capital assets; (2)
restricted net position; and (3) unrestricted net position. The first asset category provides information on the
Corporation’s interest in property, plant, and equipment ownedby the institution. The second category is further
divided into non-expendable and expendable components ofrestricted net position. Non-expendable assets of
restricted net position are only available for investment purposes; usually the Corporation does not operate
restricted net position assets. Expendable components ofrestricted net position are to be expended by the
institution for the purpose in which grantors and donors have intended, such as time and purposerestrictions.
Finally, unrestricted components of net position are not restricted as to use, but only available to the institution for
allowable expenditures.

 

Statements of Net Position
 

 

 

 

 

 

 

FY 2021 FY 2020 FY 2019

Assets

Current assets $ 1,247,172 $ 732,514 $ 1,850,211

Cash and cash equivalents 628,393 1,092,920 35,541

Non-current assets

Capital assets, net 1,598,431 1,743,713 1,668,575

Total Assets 3,473,996 3,569,147 3,554,327

Deferred outflows of resources 133,007 123,944 125,721

Total $ 3,607,003 $ 3,693,091 $ 3,680,048

Liabilities

Current liabilities 1,224,973 523,119 827,820

Non-currentliabilities 410,031 1,070,536 1,308,239

Total Liabilities 1,635,004 1,593,655 2,136,059

Deferred inflows of resources 885,757 520,108 408,822

Total 2,520,761 2,113,763 2,544,881

NetPosition

Net investmentin capital assets 1,598,431 1,743,713 1,668,575

Restricted - expendable - - -

Unrestricted (512,189) (164,385) (533,408)

Total Net Position 1,086,242 1,579,328 1,135,167

Total Liabilities and Net Position $ 3,607,003 $ 3,693,091 $ 3,680,048
 

 

Assets: In fiscal year 2021, the Corporation’s total assets decreased by -$86,088 which represents a two percent
decline in contrast to the previous year which experienced a less than one percent improvementin total assets.
The deferred outflow of resources that resulted from the implementation of GASB 75-Other Postemployment
Benefits added $133,007 to total assets of $3,607,003. The overall decrease in total assets this fiscal year is the

result of the portion related to cash and cash equivalents which experienced an reduction of -$464,527 from the
previous year. Non-current assets also experienced an decrease of -$145,282 when compared to the previous
year. Current assets this year represented 52 percent of the total assets (compared to a 50% the previous year);
whereasthe non-current portion represented 48 percent. The value of the Corporation’s cash and cash equivalents
depends on the level of grant activity and the time at which this report is prepared, and thus is affected by
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receivables and payablesin transit as well as by outstanding items, such as checks.

Liabilities: The balance of total liabilities during the current fiscal year increased by 19 percent ($406,998);
compared to the previous year’s total liabilities decrease by 17 percent (-$431,118). Liabilities were impacted by
the decrease in non-currentliabilities, which contracted by 61 percent (-$660,505). The non-currentliabilities
balance is the result of a decrease asit relates to Other Post-Employment Benefits liability (from $1,012,423 to
$261,357). Current liabilities increased this year the result of Accounts Payable (from $303,553 to $1,001,099)
offset by a rise in the current portion of compensated absences (from $219,566 to $223,874). Liabilities did
increase by $885,757 for deferred inflows of resources also from GASB 75 activity. Accounts payable (and
receivables) are variable throughout the year and vary from year to year depending upon the Corporation’s level
of activity. In relation to the totalliabilities’ value, current and non-current liabilities this year contributed again
with 49 percent and 51 percent respectively this year, this is an improvement in current to non-current ratio
comparedto the previous year. The current ratio suggests the Corporation operates with more currentliabilities;
and that most ofits liabilities derive from components comprising currentliabilities.

Net Position: The value of total net position this year contracted by -$493,086. The current value of total net
assets changed from $1,579,328 to $1,086,242. This change in net position was impacted by a change in
unrestricted net assets of -$347,804 (changed from -$164,385 to -$512,189) in relation to the value of net
investments in capital assets. The total depreciation expense (-$387,217) this year, combined with equipment and
motor vehicle reductions or disposals (-$164,406), was offset by additions in capital assets of $248,638, resulted
in a decrease in capital assets net -$145,282 whichfell from $1,743,713 to $1,598,431. Net investmentin capital

assets comprised the purchase offixed assets that are required to fulfill the goals and objectives obligated within
the Corporation’s grants and contracts agreements. The value of net investments in capital assets ($1,598,431)
minus expenditures for unrestricted assets (-$512,189) resulted in a total net position this year of $1,086,242,
compared to $1,579,328 the previous year. Unrestricted components of net position were impacted again this year
by the GASB 75 which accounts for the Corporation’s OPEB Liability. Other unrestricted components of net
position are utilized by the Corporation to support expenses related to reimbursable grants in excess of the grant
and to reimburse the institution for facilities and administrative costs incurred in performing research or
associated educational activities. These additional unrestricted net assets derived from external support and the
recovery of indirect costs from grants and sponsored agreements.

i. Revenue, Expenses, and Changesin Net Position

The statement of “Revenue, Expenses, and Changes in Net Position” reveals the financial activities that
contributed to changes in the total net position. The statement offers information related to operating and non-
operating revenues earned, and all of the expenses, gains and losses incurred by the Corporation during the
reporting fiscal year. Both, the revenues earned and the expenses incurred by the Corporation, are disclosed as
operating and non-operating revenuesto distinguish as to their purpose andtheir associated distribution. All other
revenues, expenses, gains, and losses are also part of this statement to identify other less common sources of
revenue and expenses not being directly associated with the Corporation’s chief activities.



 

Operating revenues, for the Corporation, are usually attained from grants, contracts, private gifts and other
externally sponsored agreements in exchange for goods and services as agreed with the respective funding
agencies, grantors, or constituents providing these resources. Operating expenses are those expenses incurred
with the acquisition or delivery of promised goods and services provided in return for revenues and to carry out
the mission of the Corporation. Non-operating revenues are those revenues not directly linked to providing
specific goods and/orservices.

 

Revenues, Expenses and Changesin Net Position
 

 

 

 

FY 2021 FY 2020 FY 2019

Operating revenues $ 8,783,729 $ 10,798,182 $ 10,413,056

Operating expenses 9,543,644 10,892,690 10,736,425

Operating Losses (759,915) (94,508) (323,369)

Non-operating revenues and expenses 18,189 61,951 77,183

Capital grants & gifts 2,309,090 2,010,221 2,120,701

Transfer of assets to the university (2,060,450) (1,533,503) (1,881,771)

Increase (Decrease) in Net Assets (493,086) 444,161 (7,256)

Net Position — Beginning of Year 1,579,328 1,135,167 1,142,423

Net Position — End Year $ 1,086,242 $ 1,579,328 $ 1,135,167
 

 

The sources of operating revenues for the Corporation commonly derive from federal, state, and private externally
sponsored funding. Operating revenues this year declined by (-$2,014,454), compared to the previous year. The
reduction in operating revenues stems from an decrease in federal funding (-$1,802,920), private funding (-
$131,898) and a decrease in state (-$79,636). Federal funding, comparedto last year, fell by 26 percent. The

level of private funding also experienced a decrease of 43 percent. Given the current economic climate the
University and Corporation will continue to strategize ways to compensate for possible fluctuations in state and
federal funding in the coming fiscal years. Each year, the revenue composition of the Corporation changes
depending upon the availability of funds from each revenue source, and the overall level of combined efforts
madeby faculty, staff, and administrators. In an effort to expand operating revenues, the Corporation continues to
seek external and internal resources for additional funding.

The Corporation’s total operating expenses this year decreased by 12 percent, compared to the less than one
percent increase and seven percent increase in the two previous years. Operating expenses dropped from
$10,892,690 to $9,543,644. The overall decrease (-$1,349,046) in the Corporation’s total operating expenses was

driven by a reduction in expenses related to payments for salaries and wages -$554,590 (11%). Other expense
accounts experienced decreases including Depreciation -$14,362 (4%), Utilities -$25,918 (13%), Payments to
Suppliers -$506,544 (12%) and Employee Benefits -$247,632 (26%).

The Statement of Revenues, Expenses, and Changes in Net Assets reflect an operating loss for the year of -
$759,915; compared to a losses of ($94,508) and ($323,369) the previous two years. There were gains in non-

operating revenues, as well as capital grants and gifts of $18,189 and $2,309,091, respectively. Non-operating
revenues included investment income $72 and payments on behalf of the Corporation related to OPEB of
$24,821. Transfer of assets to the University (-$2,060,450) compared to the previous year (-$1,533,503).

Beginning of the year Net Position $1,579,328 compared to $1,135,167; this in combination with non-operating
revenues, capital grants and gifts and assets transferred to the University resulted in the overall loss, -$493,086
overall decrease in Net Position, compared to the previous year increase of $444,161. Operations were impacted
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again this year by the booking of accumulated depreciation, and the inclusion of OPEB as a component of
liability. The activity-based financial reporting format, to which the Corporation is subject through GASB 34,
must accountfor the value of depreciation ofits capital assets; and as per GASB45, the value of OPEB liability.
Capital assets (e.g. research and other educational equipment) acquired through grants and contracts are recorded
as capital expenses and capitalized by the Corporation or the University’s fiscal entities (dependingon the type of
asset acquired). The cost of the assets’ depreciation is not recoverable due to the fact that it cannot be charged
back to federal or state grants and/or contracts in subsequent years. In other words, these assets are not normally
replenished at the end of their useful life. Thus, accumulated depreciation is a factor which affects the value of
net assets reported within a given year. Anotherfactor affecting the status ofthe Corporation’s operating activity
(gains or losses) is the reimbursable nature ofits revenues. Revenues are recovered based on the expenditures
terms of the agreement, and thus a transient deficit status results while the revenue is reimbursed to the
Corporation.

Non-operating revenues and expenses are minimal comparedto the valueoftheir operating counterparts, as the
Corporation does not purposely engage in promotingthis activity as part of its financial operations. However,
there were payments on behalf of the Corporation totaling $24,821. This year’s operating loss (-8759,915) was
impacted by capital grants andgifts contributions ($2,309,090) received by the institution. The capital grants and
gifts were reduced by the transfer of assets to the University (-$2,060,450) and resulted in an decrease of (-
$493,086) in the Corporation’s net position. Thus, the overall net position in net assets at the end of the year
decreased from ($1,579,328) to ($1,086,242).

IV. Cash Flows

The “Statement of Cash Flows”is the third and last componentof the financial statements presented by the
Corporation. This particular statement offers detail information regarding the Corporation’s cash position during
the year’s end. The statement of cash flows is comprised of five elements: (1) Operating cash flows, which reflect
the net cash used by the Corporation in carrying outits operating activities; (2) The cash flow activities from non-
capital financial activities, which reveal the cash received and spent for non-operating, non-investing, and non-
capital financial purposes; (3) The cash flows from investing activities, which indicates the level of purchases,
proceeds, and interests received from investing activities; (4) The cash flows from capital andrelated financing
activities, invested in the acquisition of fixed or capital assets as per agreements with funding agencies; and (5)
The reconciliation of net cash used to the operating income(orlosses) reflected on the Statement of Revenues,
Expenses, and Changesin Net Position.

 

 

FY 2021 FY 2020 FY 2019
Cash provided (used) by:

Operating activities $ (464,599) $ 1,057,307 $ (401,611)
Investing activities 72 72 59
Capital and related financingactivities

Net Increase (Decrease) in Cash and Cash Equivalents (464,527) 1,057,379 (401,552)
Cash, beginning ofyear 1,092,920 35,541 437,093
Cash, end of year $ 628,393 $ 1,092,920 $ 35,541
 

 

 

The Corporation’s cash and cash equivalents value as of July 1, 2020 was $1,092,920 compared to $35,541 from
the previous year. The cash and cash equivalents value of as of June 30, 2021 was $628,393. This year’s lower
value can beattributed to cash provided by operating activities (-$464,599) comparedto last year ($1,057,307).
Cash flow provided by investing activities is normally inconspicuous and represented only $72, derived from
interest income. Interest income derived from federal and state accountsis always minimized as the Corporation
does not purposely engage in investing activities of any funding derived from externally sponsored support. The
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combined carrying amountof cash in bank at June 30, 2021 and 2020 was $628,393 and $1,092,920, respectively.
The difference, from year to year, is normally caused by outstanding checks and itemsin transit during the span of
the fiscal year. The Corporation carries a certain level of cash in the banks in order to effectively conductits
operating activities. In relation to the operating expenses, the level of cash required this year was five percent
which slightly higher compared to the average level of cash required within the last 10 years (four percent).

The total value of cash and cash equivalents this year, in relation to the total value of operating revenues and
operating expenses was one percent, compared to a five percent ratio from the previous year. This level of overall
cash, as a percentage of operating revenues and expenses, suggests that the Corporation operated and metits
obligations with slightly less cash in relation to the previous year.

V. Capital Assets and Debt Administration

The Corporation, as established in the aforementioned operations agreement with the University, is charged with
the administrative and fiscal management of the majority of the grants, contracts, and sponsored agreements for
the institution. Frequently some of these agreements allow the purchases of capital assets, including educational
and research equipment, land and buildings, new construction and renovation of educational facilities,
infrastructure development, and motored vehicles. During fiscal year 2021, the Corporation experienced costs
incurred at various University owned property which tracked with a Transfer to Assets to the University line as
stated previously. Total related costs of $2,060,450 are included in this years, new purchase of capital assets,
derived from capital grants and gifts received, totaled $2,309,090 compared to the $2,010,221 reported the
previous year. The level of total depreciation expense this year was $387,217 compared to $401,579 last year.
Asperinstitutional and State’s guidelines, major assets such as real state and capital improvementsaretitled to
the University (its Board of Governors) and thus transferred and recorded on the University’s financial
statements. These assets are normally recorded as expenditures within the Corporation and capitalized on the
University’s side. As per agreement and policy, the assets carried in the Corporation’s capital assets are limited to
vehicles, computing, scientific, and research equipment.

The Corporation did not administer any debt during fiscal year 2020 or 2021.

VL Economic Outlook

West Virginia State University (WVSU), as a Historically Black and 1890 Land-Grant Institution, receives
through the Corporation, federal and state appropriations, competitive grants and contracts, and county, local,
foundation and private support invested to build capacity and strengthenits tripartite missions, including research,
public service, and instruction. Due to decreasing investments by federal, state and local governments, associated
with research and educational programs in the last decade, these external resources have been more competitive
and difficult to attain. Furthermore, caused by an unprecedented and unexpected challenge in the form of a
continuing global pandemic, fiscal year 2021 brought about an even greater uncertainty in terms of the economic
outlook. In spite of the aforementioned economic challenges, the Corporation’s continues to maintain a strong
financial position as detailed above.

Federal funding associated with the University’s land-grant functions slightly improved over the past two years,
as the U.S. Congress continued providing increases in USDA-related funding in support of research and
educational programing related to STEAM (Science, Technology, Engineering, Agriculture and Mathematics,
disciplines). In fact, with the passage of the U.S. 2018 Farm Bill, new programs and funding was available to the
1890 Universities in support of scholarships for undergraduate students pursuing agricultural degrees (1890
Scholarship Program), and 1890 Centers of Excellence. The University’s Title III funding, attained through the
U.S. Department of Education, including Title HI Parts B and F continued playing a significant role in the
institutional efforts geared towards STEM outreach for youth. Other federal agencies such as the National
Institute of Health (NIH), the National Science Foundation (NSF), Department of Defense, and Department of
Energy experienced also budget increases. The University will increase efforts to collaborate with these other
agencies to strengthen its programs and resources.

-8-



 

  

At the state level, the University also fared well as it again received a close 1-to-1 State Match ($2.95 M) from the
WVLegislature in support of its 1890 land-grant research and extension programs. This fiscal year, the
Legislature appropriated an additional $300,000 to support the University’s Healthy Grandfamilies Program.
This program has been in great demandatthe state level as more grandparents support their grandchildren due to
social and health-related issues associated with the opioid epidemics, and now the COVID-19 pandemic as well.
Grandparents receive social work support services such as help locating community resources; confidential
assistance in addressing unmet needs; and advocacy services. Additionally, the WVSU Healthy Grandfamilies
Program is collaborating with the state-wide COVID responseto help get Grandfamilies vaccinated.

The University is poised to renewits strategic efforts as it is currently in the developed phase of a new institution
wide strategic plan. The Corporation, will continue to support the University’s strategic goals by effectively
seeking and attaining external resources for the expansion of educational programing and strengthening ofits
institutional mission. In order to assist with this endeavor, the University has been able to strengthenits Office of
Sponsored Programs (OSP) by investing significant resources to support this effort. The expectation is that not
only will OSP help increase extramural support, but also will also assist the University in diversifying its funding
portfolio.

The growth of strategic and novel academic offerings at the University is linked to the research and public service
missions andthus key in termsof its overall advancement. In 2019, the University received reaccreditation by the
Higher Learning Commission, as well as approval to implement a new Bachelor of Science in Nursing (BSN) in
the fall semester of 2020. The University is currently leveraging Title III and other funding to expand the
capacity of the new BSNprogram by building a new state of the art practical nursing laboratory. By continuing
to identify and implement academic programing that is responsive to the market needs, the University aims to
increase its student enrollment.

In conclusion, the West Virginia State University Research and Development Corporation is expected to continue
playing a vital role in supporting the University’s mission as the official designated fiscal administrator of
external resources which support the advancementofresearch, teaching, and public service. In this capacity, the
Corporation is poised to continue being the foundational andfiscal catalyst for increasing and effectively manage
external sponsored funding for the University. Based on this year’s financial statements, reflected by accounting
indicators suchas total revenue, expenses,liabilities, and net assets, suggest that the Corporation’s fiscal position
remains strong in this fiscal year, in spite of expected and unexpected challenges. As the University works
towards a newstrategic plan for the next five years, a renewed and bolder vision including the greater attainment
of external resources in underway. The ultimate goal in improving the University and Corporation’s overall
operations and financial position is to increase the level of services and the wellbeingofall its stakeholders.



WESTVIRGINIA STATE UNIVERSITY

RESEARCH AND DEVELOPMENT CORPORATION

 

STATEMENTSOF NET POSITION
AS OF JUNE 30, 2021 AND 2020
 

 

 

 

 

2021 2020

ASSETS AND DEFERRED OUTFLOWS

CURRENTASSETS:
Cash and cash equivalents $ 628,393 $ 1,092,920

| Grants and contracts receivable 921,271 481,280

Other receivables 61,942 1,013

Due from West Virginia State University - 33,606
Prepaid expense 263,959 216,615

Total current assets 1,875,565 1,825,434

NONCURRENTASSETS- Capital assets - net 1,598,431 1,743,713

TOTAL ASSETS 3,473,996 3,569,147

DEFERRED OUTFLOWSOF RESOURCES 133,007 123,944

TOTAL $ 3,607,003 $ 3,693,091

See notes to financial statements. (Continued)
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WESTVIRGINIA STATE UNIVERSITY

RESEARCH AND DEVELOPMENT CORPORATION

STATEMENTS OF NET POSITION

AS OF JUNE 30, 2021 AND 2020
 

LIABILITIES, DEFERRED INFLOWS, AND NET POSITION

CURRENTLIABILITIES:
Accounts payable and accruedliabilities
Compensated absences- current portion

Total currentliabilities

NONCURRENTLIABILITIES:
Compensated absences- noncurrent portion

Other post employment benefits liability

Total noncurrentliabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES

TOTAL

NET POSITION:
Net investmentin capital assets

Unrestricted

Total net position

TOTAL

See notes to financial statements.
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2021 2020

1,001,099 $ 303,553
223,874 219,566

1,224,973 523,119

148,674 58,113
261,357 1,012,423

410,031 1,070,536

1,635,004 1,593,655

885,757 520,108

2,520,761 2,113,763

1,598,431 1,743,713
(512,189) (164,385)

1,086,242 1,579,328

3,607,003 $ 3,693,091
 

(Concluded)



WESTVIRGINIA STATE UNIVERSITY
RESEARCH AND DEVELOPMENT CORPORATION

STATEMENTS OF REVENUES, EXPENSES, AND CHANGESIN NET POSITION

FOR THE YEARS ENDED JUNE30, 2021 AND 2020
 

 

 

 

 

 

 

 

 

 

 

 

 

 

2021 2020
OPERATING REVENUES:
Contracts and grants:

Federal $ 5,214,417 $ 7,017,336
State 3,396,372 3,476,008
Private 172,940 304,838

Total operating revenues 8,783,729 10,798,182

| OPERATING EXPENSES:
Salaries and wages 4,645,171 5,199,761
Supplies and other services 3,615,991 4,122,535

| Benefits 720,596 968,228
Depreciation 387,217 401,579
Utilities 174,669 200,587

Total operating expenses 9,543,644 10,892,690

OPERATING LOSS (759,915) (94,508)

NONOPERATING REVENUES:

Investment income 72 72

Payments on behalf of the Corporation 24,821 61,379

Gain (loss) on disposalof capital assets (6,704) 500

Net nonoperating revenues 18,189 61,951

LOSS BEFORE CAPITAL GRANTS AND GIFTS (741,726) (32,557)

CAPITAL GRANTS ANDGIFTS 2,309,090 2,010,221

INCREASEIN NET POSITION BEFORE TRANSFERS 1,567,364 1,977,664

TRANSFER OF ASSETS TO THE UNIVERSITY (2,060,450) (1,533,503)

INCREASE (DECREASE) IN NET POSITION (493,086) 444,161

NET POSITION — Beginning of year 1,579,328 1,135,167

NET POSITION — Endofyear $ 1,086,242 $ 1,579,328
 

See notes to financial statements.
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WEST VIRGINIA STATE UNIVERSITY

RESEARCH AND DEVELOPMENT CORPORATION

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE30, 2021 AND 2020
 

  

 

 

 

 

 

 

2021 2020
CASH FLOWS PROVIDEDBY (USEDIN)

| OPERATING ACTIVITIES:

| Contracts and grants $ 8,316,415 $ 11,907,977
Payments to and on behalf of employees (5,640,557) (6,226,130)
Payments to suppliers (2,965,788) (4,423,953)
Paymentsto utilities (174,669) (200,587)

Net cash provided by (used in) operating activities (464,599) 1,057,307

| CASH FLOWSPROVIDEDBY CAPITAL FINANCING ACTIVITIES:
Capital grants and gifts received 2,309,090 2,010,221

Purchasesof capital assets (2,309,090) (2,010,221)

Net cash provided by capital financing activities - -

CASH FLOWSPROVIDED BY INVESTING
ACTIVITIES — Investment income 72 72

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (464,527) 1,057,379

CASH AND CASH EQUIVALENTS — Beginning of year 1,092,920 35,541

CASH AND CASH EQUIVALENTS — Endofyear $ 628,393 $ 1,092,920
 

RECONCILIATION OF OPERATING INCOME(LOSS) TO NET CASH

PROVIDEDBY (USEDIN) OPERATING ACTIVITIES:

Operating loss $ (759,915) §$ (94,508)
Adjustments to reconcile net operating income(loss) to
net cash provided by (usedin) operating activities:

 

Gain on disposalof asset - 500
Depreciation expense 387,217 401,579
Changesin assets andliabilities:

Grants/contracts receivable (439,991) 1,081,861

Otherreceivable (60,929) (613)
Due from West Virginia State University 33,606 28,047

Prepaid expenses (47,344) 8,402
Accounts payable and dueto other 697,547 (309,820)
Compensated absences and other post employment
benefits liability (274,790) (58,141)

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES $ (464,599) $ 1,057,307
 

NONCASH TRANSACTIONS —

 

 

Capital assets transferred to the University $ (2,060,450) $ (1,533,503)

Expenses paid on behalf of the Corporation $ 24,821 $ 61,379

Gain (loss) on disposal of capital assets $ (6,704) § 0
 

See notes to financial statements
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WEST VIRGINIA STATE UNIVERSITY
RESEARCH AND DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

AS OF AND FOR THE YEARS ENDED JUNE30, 2021 AND 2020
 

  

1. ORGANIZATION

West Virginia State University Research and Development Corporation (the “Corporation’”) is a not-for-
profit corporation incorporated in 1991, pursuant to the laws of the State of West Virginia (the “State”). The
purpose of the Corporation is to foster, support, and assist in any research and economic development
activities consistent with the educational objectives and mission of West Virginia State University (the
“University”). With the assistance of the University, the Corporation has been designated by the University
to fulfill the role of public institutions to work in partnership with business, industry, or government and
encourages the acceptance ofgifts, grants, contracts, and equipment and the sharingoffacilities, equipment,
technical assistance, and instructional programs in the State. The Corporation is governed by a board of
directors (the “Board of Directors”), the chairperson of which is the president of the University. The
Corporation receives grants on behalf of the University, some of which are for the construction or
acquisition of capital assets. These expenditures are recorded on the Corporation’s records and the
completed or substantially completed asset is transferred to the University as the beneficiary of the asset.

SUMMARYOF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Corporation have been prepared in accordance with generally accepted
accounting principles as prescribed by Governmental Accounting Standards Board standards (GASB). The
financial statement presentation required by GASBprovides a comprehensive, entity-wide perspective of the
Corporation’sassets, liabilities, net position, revenues, expenses, changesin net position, and cash flows.

Newly Adopted Statements Issued by the Governmental Accounting Standards Board (GASB)

The Corporation has implemented GASB Statement No. 84, Fiduciary Activities, which was effective for
fiscal years beginning after December 15, 2019. Statement No. 84 establishes criteria for identifying
fiduciary activities of all state and local governments to determine whether an activity should be reported in
a fiduciary fund in the financial statements. The adoption of this standard had no effect on the Corporation’s
financial statements.

The Corporation has implemented GASB Statement No. 89, Accounting for Interest CostIncurred Before
the End ofa Construction Period, whichis effective for fiscal years beginning after December 15, 2020. The
objective of this statement is to enhance the relevance and comparability of information about capital assets
and the cost of borrowing for a reporting period and to simplify the accounting for certain interest costs. This
Statementalso establishes accounting requirements for interest cost incurred before the end of a construction
period. The adoption of this standard had no effect on the Corporation’s financial statements.

The Corporation has implemented GABSStatement No. 93, Replacement ofInterbank Offered Rates, which
is effective for reporting periods ending after December 31, 2022, as postponed by implementation of GASB
No. 95, for the removal of LIBOR as an appropriate benchmark interest rate. All other requirements related
to Statement No. 93 are effective for reporting periods beginning after June 15, 2021, as postponed by
implementation of GASB No. 95. Statement No. 93’s objective is to address financial reporting implications
related to replacing the London Interbank Offered Rate (LIBOR) with other reference rates since LIBORis
expected to cease to exist in its current form at the end of 2021 due to global reference rate reform. The
adoption of this standard had no effect on the Corporation’s financial statements.
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Recent Statements Issued by the Governmental Accounting Standards Board

The GASBhasalso issued Statement No. 87, Leases, whichis effective for fiscal years beginning after June

15, 2021. Statement No. 87 establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. In other words, most leases
currently classified as operating leases will be accounted for and reported in the same manneras capital
leases. The Corporation has not yet determined the effect that the adoption of GASB Statement No. 87 may
have onits financial statements.

The GASB hasalso issued Statement No. 91, Conduit Debt Obligations, whichis effective for fiscal years
beginning after December 15, 2021. This Statement defines conduit debt obligations for accounting and
financial reporting purposes and establishes standards for recognition, measurement, and disclosure for
issuers. The Corporation has not yet determined the effect that the adoption of GASB Statement No. 91 may
have onits financial statements.

The GASB has also issued Statement No. 92, Omnibus 2020, which is effective immediately for
requirements related to the effective date of Statement No. 87 and Implementation Guide 2019-3. The
requirements related to Statement Nos. 73 and 74 and requirements related to Intra-entity transfer of assets
are effective for fiscal years beginning after June 15, 2021, as postponed by implementation of GASB No.
95. The objective of Statement No. 92 is to enhance comparability in accounting and financial reporting by
improving the consistency in authoritative literature. The Corporation has not yet determined the effect that
the adoption of GASB Statement No. 92 may have on its financial statements.

The GASBhasalso issued Statement No. 94, Private Public and Public-Public Partnerships (PPP) and
Availability Payment Arrangements (APA), whichis effective for fiscal years beginning after June 15, 2022.
This Statement establishes standards of accounting and financial reporting for PPPs and APAs for
governments. The Corporation has not yet determined the effect that the adoption of GASB Statement No.
94 may have onits financial statements.

The GASB hasalso issued Statement No. 96, Subscription-Based Information Technology Arrangements,
whichis effective for fiscal years beginning after June 15, 2022. This Statement provides guidance on the
accounting and financial reporting for subscription-based information technology agreements. The
Corporation has not yet determined the effect that the adoption of GASB Statement No. 96 may haveonits
financial statements.

The GASB hasalso issued Statement No. 97, Certain Component Unit Criteria and Accounting and
Financial Reportingfor Internal Revenue Code Section 457 Deferred Compensation Plans ~ An Amendment
of GASB Statements No. 14 and No. 84, and a Supersession of GASB Statement No. 31. The primary
objectives of this Statement are to (1) increase consistency and comparability related to the reporting of
fiduciary component units in circumstances in which a potential component unit does not have a governing
board and the primary government performs the duties that a governing board typically would perform;
(2) mitigate costs associated with the reporting of certain defined contribution pension plans, defined
contribution other postemployment benefit (OPEB) plans, and employee benefit plans other than pension
plans or OPEB plans (other employee benefit plans) as fiduciary component units in fiduciary fund financial
statements; and (3) enhance the relevance, consistency, and comparability of the accounting and financial
reporting for Internal Revenue Code (IRC) Section 457 deferred compensation plans (Section 457 plans) that

meet the definition of a pension plan and for benefits provided through those plans. The requirements in (1)
paragraph 4 of this Statement asit applies to defined contribution pension plans, defined contribution OPEB
plans, and other employee benefit plans and (2) paragraph 5 of this Statementare effective immediately. The
requirements in paragraphs 6 — 9 of this Statement are effective for fiscal years beginning after June 15,
2021. The Corporation has not yet determined the effect that the adoption of GASB Statement No. 97 may
have onits financial statements.
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Reporting Entity — The Corporation is included in the financial statements of the University (its Parent),
as the University is the sole member of the nonstock not-for-profit corporation. The University is an
operating unit of the West Virginia Higher Education Fund and represents separate funds of the State that
are not included in the State’s general fund. The University is a separate entity which, along with all State
institutions of higher education, the West Virginia Higher Education Policy Commission (which includes
West Virginia Network for Educational Telecomputing) (the “Commission”), and the West Virginia Council
for Community and Technical College Education form the Higher Education Fund of the State. The Higher
Education Fund is considered a component unit of the State and its financial statements are discretely
presented in the State’s comprehensive annualfinancial report.

Financial Statement Presentation — GASB establishes standards for external financial reporting for
public colleges and universities and requires that financial statements to be presented on a combinedbasis to
focus on the Corporation as a whole. The components of net position are classified into four categories
according to external donorrestrictions or availability of assets for satisfaction of Corporation obligations.
The Corporation’s componentsof net position are classified as follows:

Net Investment in Capital Assets — This represents the Corporation’s total investment in capital assets, net
of accumulated depreciation and outstanding debt obligations related to those capital assets. To the extent
debt has been incurred, but not yet expended for capital assets, such amounts are not included as a
componentofnet investmentin capital assets. The Corporation hasno capital-related debt.

Restricted, Expendable — This includes resources in which the Corporation is legally or contractually
obligated to spend in accordance with restrictions imposed by external third parties. The Corporation did
not have any restricted, expendable componentsofnet position at June 30, 2021 and 2020.

Restricted, Nonexpendable — This includes endowment and similar type funds in which donors or other
outside sources havestipulated, as a condition ofthe gift instrument, that the principal is to be maintained
inviolate and in perpetuity, and invested for the purpose of producing present and future income, which may
either be expended or added to principal. The Corporation did not have any restricted, nonexpendable
components of net position at June 30, 2021 and 2020.

Unrestricted — This represents resources that are not subject to externally imposed stipulations. Such
resources are derived from investment income and sales and services of educational activities. These
resources are used for transactions related to the educational and general operations of the Corporation and
may be designated for specific purposes by action of the Board of Directors.

Basis of Accounting — Forfinancial reporting purposes, the Corporation is considered a special-purpose
government engaged only in business-type activities. Accordingly, the Corporation’s financial statements
have been prepared on the accrual basis of accounting with a flow of economic resources measurement
focus. Revenues are reported when earned and expenses are reported when materials or services are
received.

Cash and Cash Equivalents — For purposes of the statements of cash flows, the Corporation considersall
highly liquid investments with an original maturity of three monthsorless to be cash equivalents.
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Allowance for Doubtful Accounts — It is the Corporation’s policy to provide for future losses on
uncollectible accounts, contracts, grants, and loans receivable based on an evaluation of the underlying
account, contract, grant, and loan balances, the historical collectability experienced by the Corporation on
such balances, and such other factors which, in the Corporation’s judgment, require consideration in
estimating doubtful accounts. As of June 30, 2021 and 2020, the Corporation has not recorded an allowance

for doubtful accounts.

Capital Assets — Capital assets include property, plant, and equipment, software, books, and materials that
are part of a catalogued library, and infrastructure assets. Capital assets are stated at cost at the date of
acquisition or construction or acquisition value at the date of donation in the case of gifts. Donated capital
assets acquired prior to July 1, 2015 are stated at fair value as of the date of donation. Depreciation is
computed using the straight-line method over the estimated useful lives of the assets, generally 20 to
50 years for buildings and infrastructure, 20 years for land improvements, 7 years for library books, 5 years
for software, and 3 to 10 years for furniture and equipment. The Corporation’s threshold for capitalizing
capital assets is $5,000.

Unearned Revenue — Revenuesfor programsor activities to be conducted primarily in the nextfiscal year
are classified as unearned revenue, including advance payments on sponsored awards.

Compensated Absences and Other Post Employment Benefits Liability (OPEB) — GASBprovidesfor
the measurement, recognition, and display of OPEB expenditures, assets, and liabilities, including applicable
note disclosures and required supplementary information. During fiscal year 2006, House Bill No. 4654 was
established to create a trust fund for postemployment benefits for the State. The Corporation is required to
participate in this multiple-employer, cost-sharing plan, the West Virginia Retiree Health Benefit Trust
Fund, sponsored by the State of West Virginia. Details regarding this plan and its stand-alone financials can
be obtained by contacting the West Virginia Public Employees Insurance Agency (PEIA), State Capitol
Complex, Building 5, Room 1001, 1900 Kanawha Boulevard, East, Charleston, WV 25305-0710 or

http://www.wvpeia.com.

GASB requires entities to accrue for employees’ rights to receive compensation for vacation leave or
payments in lieu of accrued vacation or sick leave as such benefits are earned and payment becomes
probable. The Corporation’s full-time employees earn up to two vacation leave days for each month of
service and are entitled to compensation for accumulated, unpaid vacation leave upon termination. Full-time
employeesalso earn 1 1/2 sick leave days for each month ofservice and are entitled to extend their health or
life insurance coverage upon retirement in lieu of accumulated, unpaid sick leave. Generally, two days of
accrued sick leave extend health insurance for one month of single coverage, and three days extend health
insurance for one month of family coverage. For employees hired after 1988, or who were hired before
1988, but did not choose such coverage until after 1988, but before July 1, 2001, the employeesharesin the
cost of the extended benefit coverage to the extent of 50% of the premium required for the extended
coverage. Employees hired July 1, 2001, or later will no longer receive sick leave credit toward insurance
premiums when they retire. Additionally, all retirees have the option to purchase continued coverage
regardless of their eligibility for premium credits. This liability is now provided for under the multiple-
employer, cost-sharing plan sponsored bythe State.
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Certain faculty employees (generally those with less than a 12-month contract) earn a similar extended
health or life insurance coverage retirement benefit based on years of service. Generally, 3 1/3 years of
teaching service extend health insurance for one year of single coverage, and five years extend health
insurance for one year of family coverage. Faculty hired after July 1, 2009, will no longer receive years of
service credit toward insurance premiums when they retire. Employees hired after July 1, 2010, receive no
health insurance premium subsidy from the Corporation. Two groups of employeeshired after July 1, 2010,
will not be required to pay the unsubsidized rate: 1) active employees who were originally hired before
July 1, 2010, who have a break in service of fewer than two years after July 1, 2010; and 2) retired

employees whoretired before July 1, 2010,return to active service after July 1, 2010, and then go back into
retirement. In those cases, the original hire date will apply.

The estimated expense and expense incurred for the vacation leave or OPEB benefits is recorded as a
component of benefits expense in the statements of revenues, expenses, and changesin net position. (See
Note 5).

Deferred Outflows of Resources —- Consumption of net position of the Corporation that is applicable to a
future fiscal year is reported as a deferred outflow of resources on the statement of net position. As of June
30, 2021 and 2020, the Corporation had deferred outflows related to OPEB of $133,007 and $123,944.

Deferred Inflows of Resources —- Acquisition of net position by the Corporation that is applicable to a
future fiscal year is reported as a deferred inflow of resources on the statement of net position. As of June
30, 2021 and 2020, the Corporation had deferred inflows related to OPEB of $885,757 and $520,108.

Risk Management — The State’s Board of Risk and Insurance Management (BRIM) provides general
liability coverage to the Corporation and its employees. Such coverage may be provided to the Corporation
by BRIMthroughself-insurance programs maintained by BRIM orpolicies underwritten by BRIM that may
involve experience-related premiumsor adjustments to BRIM.

BRIM engages an independent actuary to assist in the determination of its premiums so as to minimize the
likelihood of premium adjustments to the Corporation or other participants in BRIM’s insurance programs.
As a result, management does not expect significant differences between the premiums the Corporation is
currently charged by BRIM and the ultimate cost of that insurance based on the Corporation’s actual loss
experience. In the event such differences arise between estimated premiums currently charged by BRIM to
the Corporation and the Corporation’s ultimate actual loss experience, the difference will be recorded as the
change in estimate becomes known.

Classification of Revenues— The Corporation has classified its revenues as either operating or
nonoperating revenues according to the followingcriteria:

Operating Revenues — Operating revenues include activities that have the characteristics of exchange
transactions, such as most federal, state, local, and nongovernmental grants and contracts, and sales and

services of educationalactivities.

Nonoperating Revenues — Nonoperating revenues include activities that have the characteristics of
nonexchange transactions, such as gifts and contributions, and other revenues that are defined as

nonoperating revenues by GASB,such as investment income andsale of capital assets (including natural
resources).

Other Revenues —~ Other revenues consist primarily of capital grants andgifts.
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Use of Restricted Components of Net Position — The Corporation has not adopted a formal policy
regarding whetherto first apply restricted or unrestricted resources when an expenseis incurred for purposes
for which both restricted and unrestricted resources are available. Generally, the Corporation attempts to
utilize restricted resources first when practical.

Government Grants and Contracts — Governmentgrants and contracts normally provide for the recovery
of direct and indirect costs subject to an audit. The Corporation recognizes revenue associated with direct
costs as the related costs are incurred. Recovery of related indirect costs is generally recorded at fixed rates
negotiated for a period of one to five years.

Tax Status — The Corporation has applied for and received from the Internal Revenue Service an
exemption from taxation under Section 501(c)(3) of the Internal Revenue Codeas an entity organized for

educational, research, and economic development purposes.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amountsofassets andliabilities and disclosure of contingentassets andliabilities at
the date of the financial statements and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.

CASH AND CASH EQUIVALENTS

The carrying amount of cash in bank at June 30, 2021 and 2020 was $628,393 and $1,092,920, respectively,

compared with the bank balance of $992,236 and $1,623,825, respectively. The difference is primarily
caused by outstanding checks and itemsin transit. Of the bank balances at June 30, 2021 and 2020, $402,043

and $371,460, respectively, were covered by Federal Deposit Insurance Corporation, while $590,193 and
$1,252,365 respectively, was uninsured and uncollateralized and therefore exposed to custodial credit risk.
The Corporation does not have a policy related to this type of deposit risk.
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4. CAPITAL ASSETS

A summaryofcapital asset transactions for the years ended June 30, 2021 and 2020,is as follows:

Beginning Ending

2021 Balance Additions Reductions Balance

Capital assets:
Equipment $ 5,808,787 $ 221,978 $ (146,127) $ 5,884,638
Motorvehicles 739,988 26,660 (18,279) 748,369
Software 192,179 - - 192,179
Library books 205,945 - - 205,945

Total capital assets 6,946,899 248,638 (164,406) 7,031,131

Less accumulated depreciation for:
Equipment 4,254,856 328,367 (139,444) 4,443,779
Motor vehicles 550,206 58,870 (18,279) 590,797
Software 192,179 - - 192,179
Library books 205,945 - - 205,945

Total accumulated depreciation 5,203,186 387,237 (157,723) 5,432,700

Capital assets — net $1,743,713 $ (138,599) $ (6,683) $ 1,598,431

Capital asset summary:
Capital assets $ 6,946,899 $ 248,638 $ (164,406) $ 7,031,131
Less accumulated depreciation 5,203,186 387,237 (157,723) 5,432,700

Capital assets — net $1,743,713 $ (138,599) $ (6,683) $ 1,598,431

Beginning Ending

2020 Balance Additions Reductions Balance

Capital assets:
Equipment $ 5,562,734 $ 246,053 $ 5,808,787
Motorvehicles 631,212 230,664 $ (121,889) 739,987

Software 192,179 192,179
Library books 205,945 205,945

Total capital assets 6,592,070 476,717 (121,889) 6,946,898

Less accumulated depreciation for:
Equipment 3,918,277 336,579 4,254,856

| Motorvehicles 607,094 65,000 (121,889) 550,205
| Software 192,179 192,179
| Library books 205,945 205,945

Total accumulated depreciation 4,923,495 401,579 (121,889) 5,203,185

Capital assets — net $ 1,668,575 $ 75,138 $ - §$ 1,743,713

Capital asset summary:
Capital assets $ 6,592,070 $ 476,717 $ (121,889) $ 6,946,898
Less accumulated depreciation 4,923,495 401,579 (121,889) 5,203,185

Capital assets — net $ 1,668,575 §$ 75,138 $ - $ 1,743,713
 

Title for motor vehicles is with the University.
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5. OTHER POST EMPLOYMENT BENEFITS

Employees of the Corporation are enrolled in the West Virginia Other Postemployment Benefit Plan (the
“OPEB plan”) which is administered by the West Virginia Public Employees Insurance Agency (“PEIA”)
and the West Virginia Retiree Health Benefit Trust Fund (the “RHBT”).

Following is the Corporation’s other postemployment benefits liability, deferred outflows of resources and
deferred inflows of resources related to other postemployment benefits, revenues, and other postemployment
benefits expense and expenditures forthe fiscal years ended June 30, 2021 and 2020:

 2021 2020

Net OPEB Liability $261,357 $1,012,423

Deferred Outflows of Resources 133,007 123,944

Deferred Inflows of Resources 885,757 520,108

Revenues 24,821 61,379

OPEB Income (267,823) (3,288)

Contributions Made by the Corporation 101,836 114,372

The OPEBplanis a cost-sharing, multiple employer, defined benefit other post-employmentbenefit plan that
covers the retirees of State agencies, colleges and universities, county boards of education, and other

governmententities as set forth in West Virginia Code Section 5-16D-2 (the “Code”). Plan benefits are
established and revised by PEIA and the RHBT with approval of the Finance Board. The Finance Boardis
comprised of nine members. Finance Board members are appointed by the Governor, serve a term of four
years and are eligible for reappointment. The State Department of Administration secretary serves as
Chairman of the Board. Four members represent labor, education, public employees and public retirees.
Four remaining members represent the public-at-large.

Active employees whoretire are eligible for PEIA health andlife benefits, provided they meet the minimum
eligibility requirements of the applicable State retirement system andif their last employer immediately prior
to retirement: is a participating employer under the Consolidated Public Retirement Board (“CPRB”) and, as
of July 1, 2008 forward,is a participating employer with PEIA. Active employees who,as of July 1, 2008,
have ten years or more of credited service in the CPRB and whose employerat the time of their retirement
does participate with CPRB, but does not participate with PEIA will be eligible for PEIA retiree coverage
provided: they otherwise meetall criteria under this heading and their employer agrees, in writing, upon a
form prescribed by PEIA, that the employer will pay to PEIA the non-participating retiree premium on
behalf ofthe retiree or retirees, or that the retiree agrees to pay the entire unsubsidized premium themselves.
Employees who participate in non-State retirement systems but that are CPRB system affiliated, contracted,
or approved (such as TIAA-CREF and Empower Retirement), or are approved, in writing, by the PEIA
Director must, in the case of education employees, meet the minimum eligibility requirements of the State
Teachers Retirement System (““STRS”), and in all other cases meet the minimum eligibility requirements of
the Public Employees Retirement System to be eligible for PEIA benefits as a retiree.

The financial activities of the OPEB plan are accounted for in the RHBT, a fiduciary fund of the State of
West Virginia. The RHBT audited financial statements and actuarial reports can be found on the PEIA
website at www.peia.wv.gov.

Benefits Provided

The OPEBplan provides the following benefits: medical and prescription drug insurance andlife insurance.
The medical and prescription drug insurance is provided through two options: the self-insured preferred
provider benefit plan option, which is primarily for non-Medicare-eligible retirees and spouses; and the
external managed care organization option, which is primarily for Medicare-eligible retirees and spouses.
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Contributions

Pay as you go premiums (“paygo”) are established by the Finance Board annually. All participating
employers are required by statute to contribute this premium to the RHBTat the established rate for every
active policyholder per month. The active premiums subsidize the retirees’ health care.

Members hired before July 1, 1997 pay retiree healthcare contributions at the highest sponsor subsidized
rate, regardless of their actual years of service. Members hired between July 1, 1997 and June 30, 2010, pay
a subsidized rate depending on the member’s years of service. Members hired on or after July 1, 2010, pay
retiree healthcare contributions with no sponsor provided implicit or explicit subsidy.

Retiree leave conversion contributions from the employer depend ontheretiree’s date of hire and years of
service at retirement as described below:

® Members hired before July 1, 1988 may convert accrued sick or vacation leave days into 100% of the
required retiree healthcare contribution.

« Members hired from July 1, 1988 to June 30, 2001 may convert sick or vacation leave days into 50% of
the required retiree healthcare contribution.

The conversion rate is two days of unused sick and vacation leave days per month for single healthcare
coverage and three days of unused sick and vacation leave days per month for family healthcare coverage.

Employees hired on or after July 1, 2001 no longer receive sick and/or vacation leave credit toward the
required retiree healthcare contribution when they retire. All retirees have the option to purchase continued
coverage regardless oftheir eligibility for premium credits.

Certain faculty employees (generally those with less than a 12-month contract) earn a similar extended
health or life insurance coverage retirement benefit based on years of service. Generally, 3-1/3 years of
teaching service extend health insurance coverage for one year of family coverage. Faculty hired after July
1, 2009 no longer receive years of service credit toward insurance premiums whentheyretire. Faculty hired
on or after July 1, 2010 receive no health insurance premium subsidy when they retire. Two groups of
employees hired after July 1, 2010 will not be required to pay the unsubsidized rate: 1) active employees
whowereoriginally hired before July 1, 2010 who havea break in service of fewer than two years after July
1, 2010; and 2) retired employees who had an original hire date prior to July 1, 2010 may return to active
employment. In those cases, the original hire date may apply.

Assumptions

The net OPEBliability for financial reporting purposes was determined by an actuarial valuation as of June
30, 2020. The following actuarial assumptions were used and applied to all periods included in the
measurement:

e Actuarial cost method: Entry age normal cost method.

e Amortization method and period: Level percentage of payroll; 20 years closed as of June 30, 2017.

e Investmentrate of return: 6.65%, net of OPEB plan investment expense, including inflation.

* Projected salary increases: dependent on pension system ranging from 2.75% to 5.18%, including
inflation.

e Healthcare cost trend rates: Trend rate for pre-Medicare per capita costs of 7.0% for plan year end 2022,
6.50% for plan year end 2023, decreasing by 0.25% each year thereafter, until ultimate trend rate of
4.25% is reached in plan year 2032. Trend rate for Medicare per capita costs of 31.11% for plan year end
2022. 9.15% for plan year end 2023, 8.40% for plan year end 2024, decreasing gradually each year
thereafter, until ultimate trend rate of 4.25% is reached in plan year end 2036.

e Inflation rate: 2.25%.

e Discount rate: 6.65%

e Mortality rates: based on PUB-2010 Mortality Tables.
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The long-term investment rate of return of 6.65% on OPEB plan investments was determined by a
combination of an expected long-term rate of return of 7.00% for long-term assets invested with the West
Virginia Investment Management Board (“IMB”) and an expected short-term rate of return of 2.50% for
assets invested with the WV Board of Treasury Investments (“BTT”).

Long-term pre-funding assets are invested with the IMB. The strategic asset allocation consists of 55%
equity, 15% fixed income, 10% private equity, 10% hedge fund and 10% real estate invested. Short-term
assets used to pay current year benefits and expenses are invested with the BTI.

The long-term expected rate of return on OPEB plan investments was determined using a building-block
method in which best-estimate ranges of expected future rates of return are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by weighting the expected
future rates of return by the target asset allocation percentage. Target asset allocations, capital market
assumptions ("CMA"), and a 10-year forecast of nominal geometric returns by major asset class were
provided by the plan’s investment advisors, including the IMB. The projected nominal return for the Money
Market Pool held with the BTI was estimated based on IMB assumedinflation of 2.0% plus a 25 basis point
spread.

The actuarial assumptions used in the June 30, 2020 valuation were based on the results of an actuarial
experience study for the period July 1, 2015 through June 30, 2020. The target allocation and estimates of
annualized long-term expected real returns assuming a 10-year horizon are summarized below:

 

Long-Term

Expected Rate

Asset Class of Return

Global Equity 6.8%

Core Plus Fixed Income 4.1%

Core Real Estate 6.1%

Hedge Fund 4.4%

Private Equity 8.8%

Discount rate. A single discount rate used to measure the OPEBliability was 6.65%. The projection of cash
flows used to determine the discount rate assumed that RHBT contributions will be made at rates equal to the
actuarially determined contribution rates, in accordance with prefunding and investment policies. The OPEB
plan’s fiduciary net position was projected to be available to make all projected future benefit payments of
current plan members. Therefore, the long-term expected rate of return on OPEB plan investments was
applied to all periods of projected benefit payments to determine the total OPEBliability. Discount rates are
subject to change between measurementdates.
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Sensitivity of the net pension liability to changes in the discount rate. The following presents the
Corporation’s proportionate share of the net OPEBliability calculated using the discount rate of 6.65%, as
well as what the Corporation’s net OPEBliability would beif it were calculated using a discountrate that is
one percentage point lower (5.65%) or one percentage point higher (7.65%) than the current rate:

 

1% Decrease Current Discount Rate 1% Increase

(5.65%) (6.65%) (7.65%)

Net OPEBLiability 2021  * $372,729 $261,357 $168,123

Net OPEB Liability 2020 > $1,208,297 $1,012,423 $848,510

Net OPEBLiability 2019  ° $1,533,210 $1,304,525 $1,113,892

Sensitivity of the net OPEB liability to changes in healthcare cost trend rates. The following presents
the Corporation’s proportionate share of the net OPEBliability calculated using the current healthcare cost
trend rates, as well as what the Corporation’s net OPEB liability would be if it were calculated using
healthcare cost trend rates that are one percentage point lower or one percentage point higher than the current
rates:

 

Current

Healthcare Cost

1% Decrease Trend Rates 1% Increase

Net OPEBLiability 2021 * $157,261 $261,357 $387,084

Net OPEB Liability 2020 $816,373 $1,012,423 $1,250,330

Net OPEBLiability 2019 ° $1,079,425 $1,304,525 $1,578,803

* Based on an actuarial valuation date ofJune 30, 2019 with a measurement date ofJune 30, 2020.
> Based on an actuarial valuation date ofJune 30, 2018 with a measurement date ofJune 30, 2019.
* Based on anactuarialvaluation date ofJune 30, 2017 with a measurementdate ofJune 30, 2018.

OPEBLiability, OPEB Expense, and Deferred Outflows ofResources and Deferred Inflows ofResources
Related to OPEB

The net OPEBliability at June 30, 2021, was determined by an actuarial valuation date as of June 30, 2019,

which is the measurement date. The total OPEBliability at June 30, 2020, was determined by an actuarial
valuation as of June 30, 2020. The net OPEBliability at June 30, 2020, was measured as of June 30, 2018,

rolled forward to June 30, 2019, which is the measurement date. The total OPEBliability at June 30, 2020,

wasdetermined by an actuarial valuation as of June 30, 2018, and rolled forward to the measurementdate.

At June 30, 2021 and 2020, the amount recognized as the Corporation’s proportionate share of the net OPEB
liability was approximately $261,357 and $1,012,423. At June 30, 2021 and 2020, the non-employer
contributing entity’s (State of West Virginia) portion of the collective net OPEB liability is $57,790 and
$207,187 andthe total net OPEBliability attributable to the Corporation is $261,357 and $1,012,423.

The allocation percentage assigned to each contributing employer is based on the employer’s proportionate
share of employer contributions to the RHBT for the fiscal years ended June 30, 2020 and June 30, 2019.
Employer contributions are recognized when due. At June 30, 2020, the Corporation’s proportion was
0.059171751%, an increase of 0.001849506% from its proportion of 0.061021257% calculated as of June
30, 2019.
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For the years ended June 30, 2021 and 2020, the Corporation recognized OPEB incomeof ($267,823) and
($3,288), respectively. Of this amount, ($292,644) and ($64,667) was recognized as the Corporation’s
proportionate share of the OPEB expense, and $24,821 and $61,379 as the amount of OPEB expense
attributed to special funding. The Corporation also recognized revenue of $24,821 and $61,379 for support
provided by the State.

At June 30, 2021, deferred outflows of resources and deferred inflows of resources related to OPEB are as

follows:

Deferred Outflows Deferred Inflows

 

 

of Resources of Resources

Changesin proportion and difference between

employer contributions and proportionate share

of contributions $ 2,486 $§$ 101,188

Net difference between projected and actual

investment earnings 28,685 8,846

Differences between expected and actual experience - 169,459

Changes in assumptions - 589,937

Reallocation of opt-out employer changein

proportionate share - 16,327

Contributions after the measurement date 101,836 -

Total $ 133,007 $ 885,757
 

At June 30, 2020, deferred outflows of resources and deferred inflows of resources related to OPEB are as

follows:

Deferred Outflows Deferred Inflows

 

 

of Resources of Resources

Changesin proportion and difference between

employer contributions and proportionate share

of contributions $ 3,566 $ 152,788

Net difference between projected and actual

investment earnings 5,756 16,678

Differences between expected and actual experience - 118,077

Changes in assumptions - 205,327

Reallocation of opt-out employer change in

proportionate share 250 27,238

Contributions after the measurement date 114,372 -

Total $ 123,944 § 520,108
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The Corporation will recognize the $101,836 and $114,372 reported as deferred outflows of resources
resulting from OPEB contributions after the measurement date as a reduction of the net OPEBliability in the
years ended June 30, 2021 and 2020. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to OPEB will be recognized in OPEB expenseas follows:

 

 

 

Fiscal Year Ended Amortization

June 30, 2021 $ 327,140

June 30, 2022 302,974

June 30, 2023 221,513

June 30, 2024 2,959

$ 854,586

RETIREMENT PLAN

All eligible employees of the Corporation participate in the Teachers’ Insurance and Annuities
Association — College Retirement Equities Fund (the TIAA-CREF). The TIAA-CREF is a defined
contribution plan in which benefits are based solely upon amounts contributed plus investment earnings.
Each employee whoelects to participate in this plan is required to make a contribution equal to 6% oftotal
annual compensation. The Corporation matches the employees’ 6% contributions. Contributions are
immediately and fully vested. In addition, employees may elect to make additional contributions to TIAA-
CREF, which is not matched by the Corporation.

Total contributions to the TIAA-CREF for the years ended June 30, 2021, 2020 and 2019, were $355,340,

$464,240, and $476,813, respectively, which consisted of equal contributions from the Corporation and
covered employees in 2021, 2020 and 2019 of $177,670, $232,120, and $238,406, respectively.

The Corporation’s total payroll for the years ended June 30, 2021, 2020 and 2019, was $4,302,346,

$4,707,729, and $4,845,301, respectively; total covered employees’ salaries for TIAA-CREF were

$2,961,167, $3,868,667, and $3,973,442, in 2021, 2020 and 2019, respectively.

CONTINGENCIES

Under the terms of federal grants, periodic audits are required and certain costs may be questioned as not
being appropriate expenditures under the termsofthe grants. Such audits could lead to reimbursement to the
grantor agencies. The Corporation’s management believes disallowances, if any, will not have a significant
financial impact on the Corporation’s financial position.

The nature of the educational industry is such that, from time-to-time, claims will be presented against the
Corporation on account of alleged negligence, acts of discrimination, breach of contract, or disagreements
arising from the interpretation of laws or regulations. While some of these claims may be for substantial
amounts, they are not unusual in the ordinary course of providing educational services in a higher education
system. In the opinion of management, all known claims are covered by insurance or are such that an award
against the Corporation would not seriously affect the financial position of the institution.
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10.

SUBSEQUENT EVENTS

During the fiscal year, the COVID-19 pandemic continued to have significant effects on global markets,
supply chains, businesses, and communities. Specific to the Corporation, COVID-19 may impact various
parts of its 2022 operations and financial results, including, but not limited to, loss of revenues, additional
bad debts, costs for increased use of technology, or potential shortages of personnel. Management believes
the Corporation is taking appropriate actions to mitigate the negative impact. However, the full impact of
COVID-19 is unknown and cannot be reasonably estimated as these eventsare still developing.

The Corporation did not have any recognized or non-recognized subsequent events that need to be recorded
or disclosed after June 30, 2021, the statement of net position date. Subsequent events have been evaluated
through the date of the auditors’ report, the date the financial statements were available to be issued.

OPERATING LEASES

Future minimum lease payments for years subsequent to June 30, 2021 are as follows:

Year Ended

June 30,

2022 $ 10,237

2023 9,600

Total $ 19,837

The total operating lease expense for the years ended June 30, 2021 and 2020, was $106,240 and $101,247,

respectively. The Corporation does not have any non-cancelable leases.

UNRESTRICTED COMPONENTSOF NET POSITION

At June 30, 2021 and 2020, the Corporation has no designated unrestricted componentsofnet position.
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11. NATURAL CLASSIFICATIONS WITH FUNCTIONAL CLASSIFICATIONS

Operating expenses within both natural and functional classifications for the years ended June 30, 2021 and
2020, are as follows:

 

 

 

Supplies

Salaries and Other

2021 and Wages Benefits Services Utilities Depreciation Total

Research $ 1,893,425 $ 406,337 § 980,894 §$ 131,345 $ - $ 3,412,001

Public service 1,781,434 503,512 1,212,530 43,324 - 3,540,800

General institutional

support 970,312 (189,253) 1,422,567 - - 2,203,626
Depreciation - - - - 387,217 387,217

Total $ 4,645,171 §$ 720,596 $ 3,615,991 $ 174,669 $ 387,217 $ 9,543,644

Supplies

Salaries and Other

2020 and Wages Benefits Services Utilities Depreciation Total

Research 2,053,299 § 435,464 § 719,036 $ 158,716 §$ - $ 3,366,515

Public service 1,786,861 465,434 1,472,524 41,871 - 3,766,690

Generalinstitutional

support 1,359,601 67,330 1,930,975 - - 3,357,906
Depreciation - - - - 401,579 401,579

Total 5,199,761 §$ 968,228 $ 4,122,535 $ 200,587 $ 401,579 $ 10,892,690

12, LONG-TERM LIABILITIES

 

The summary of long-term obligation transactions for the Corporation for the years ended June 30, 2021 and
2020, is as follows:

Compensated absences

Total long-term liabilities

Compensated absences

Total long-term liabilities

 

 

 

 

 

 

2021

Beginning Ending Current

Balance Additions Reductions Balance Portion

$ 277,679 $ 253,197 $§$ (158,328) $ 372,548 $§$ 223,874

$ 277,679 $ 253,197 $§$ (158,328) $ 372,548

2020

Beginning Ending Current

Balance Additions Reductions Balance Portion

$ 218,160 $ 261,863 §$ (202,344) §$ 277,679 § 219,566

$ 218,160 $ 261,863 $ (202,344) §$ 277,679

kok Ok Kk OK
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REQUIRED SUPLEMENTARY SCHEDULE
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WEST VIRGINIA STATE UNIVERSITY

RESEARCH AND DEVELOPMENT CORPORATION

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULES OF PROPORTIONATE SHARE OF NET OPEB LIABILITY

AND CONTRIBUTIONS

Schedule of Proportionate Share of Net OPEB Liability
 

Corporation's

Proportionate Corporation's

Corporation's

Proportionate

Plan Fiduciary

NetPosition as

 

 

 

Share asa Corporation's State's Total Covered Shareasa _a Percentage of

Measurement PercentageofNet Proportionate  Proportionate Proportionate Employee Percentage of Total OPEB

Date OPEBLiability Share Share Share Payroll Covered Payroll —_Liability

June 30, 2020 0.059171751% $261,357 $57,790 $319,147 $3,928,923 6.65% 73.49%

June 30, 2019 0.061021257% $1,012,423 $207,187 $1,219,610 $1,363,196 74.27% 39.69%

June 30, 2018 0.060804681% $1,304,525 $269,611 $1,574,136 $1,246,918 104.62% 30.48%

June 30, 2017 0.063187947% $1,553,786 $319,149 $1,872,935 $1,389,541 111.82% 25.10%

Schedule of Employer Contributions

Actuarily Contribution

Measurement Determined Actual Deficiency Covered

Date Contribution Contribution (Excess) Payroll

June 30, 2020 $125,721 $101,836 $ (23,885) $3,928,923 2.59%

June 30, 2019 $125,721 $114,372 $ (11,349) $1,363,196 8.39%

June 30, 2018 $124,254 $125,721 $ 1,467 $1,246,918 10.08%

June 30, 2017 $129,787 $129,787 $ - $1,389,541 9.34%

These schedules are intended to show information for ten years. Additional years will be displayed
as they becomeavailable.

Notes to Required Supplementary Information

For the Year Ended June 30, 2021

There are no factors that affects trends in the amounts reported, such as a change of benefit terms or
assumptions. With only four years reported in the required supplementary information, there is no
additional information to include in notes. Information, if necessary, can be obtained from the West

Virginia Retiree Health Benefit Trust Fund Audited Schedules of Employer Other Post-Employment
Benefits Allocations and Other Post-Employments Benefits Amounts by Employer.
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WEST VIRGINIA STATE UNIVERSITY
RESEARCH AND DEVELOPMENT CORPORATION

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDEDJUNE30, 2021

 

 

1. The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of West Virginia State University Research and Development Corporation (the “Corporation” for
the year ended June 30, 2021, and is presented on the accrual basis of accounting. The information in this
schedule is presented in accordance with the requirements of 2 C.F.R. 200, Uniform Administrative

| Requirements, Cost Principles, and Audit Requirements for Federal Awards. For purposes of the
Schedule, federal awards have been classified into two types: direct federal funds (D) and indirect federal
funds (I) received from nonfederal organizations made under federally sponsored programs conducted by
those organizations.

 

2. Catalog of Federal Domestic Assistance (CFDA) Numbers are presented for those programs for which
such numbersare available. In instances where no CFDA Numberis available, the contract award number

is included.

3. The Corporation receives significant financial assistance from the federal government, including the
sponsorship of federal research projects. Research grants and contracts normally provide for the recovery
of direct and indirect costs. Recovery of the related indirect costs is generally recorded at predetermined
rates negotiated with the federal government. Entitlement to these resources for the recovery of the
applicable direct and related indirect costs is generally conditioned upon compliance with the terms and
conditions of the grant agreements and applicable federal regulations, including the expenditure of the
resources for eligible purposes. Substantially, all grants and the Corporation’s indirect cost rate are
subject to financial and compliance reviews and audits by the grantors. In management’s opinion, the
likelihood of an adverse material outcome upon the Corporation’s financial position from those reviews
and audits is unlikely.

4. Subrecipient expenditures were as follows:

 

Federal Agency Sub - recipient CFDA Expenditures

U.S. Department of Agriculture University of Nebraska - Lincoln 10.216 $ 35,650

5. Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), requires submission of a
Certificate of Facilities and Administrative (F&A) Costs (the “Certificate”) to an institution’s cognizant
agency. The Certificate is prepared by the Corporation and is used in negotiations with its cognizant
agency, the Department of Health and Human Services (DHHS), in determining a rate at which the
Corporation will be reimbursed for the F&A costs associated with the completion of sponsored research.

The Corporation receives reimbursement of F&A costs as part of the granting agreement at the rate
negotiated either with DHHSorat special rates negotiated with the granting agency. The Corporation has
not elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENTAUDITING STANDARDS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
West Virginia State University Research and Development Corporation

We have audited, in accordance with the 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, the financial statements of West Virginia State University
Research and Development Corporation (the Corporation), which comprise the statement of net position as of
June 30, 2021, and the related statements of revenues, expenses, and changes in net position and cash flows
for the year then ended, andthe related notes to the financial statements, and have issued our report thereon
dated September 28, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Corporation’s internal
control overfinancial reporting (internal control) as a basis for designing audit proceduresthat are appropriate
in the circumstances 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 Corporation’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Corporation’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performingtheir assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, suchthat there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designedto identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not beenidentified.
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Compliance and Other Matters

Aspart of obtaining reasonable assurance about whether the Corporation’s financial statements are free from
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
financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose ofthis report is solely to describe the scope of ourtesting of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Ky 6 OFhesTUL
Huntifigton, West Virginia
September28, 2021
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE

REQUIRED BY THE UNIFORM GUIDANCE

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
West Virginia State University Research and Development Corporation

Report on Compliance for Each Major Federal Program

Wehaveaudited West Virginia State University Research and Development Corporation’s (the Corporation)
compliance with the types of compliance requirements described in the OMB Compliance Supplementthat
could have a direct and material effect on each of the Corporation’s major federal programsfor the year ended
June 30, 2021. The Corporation’s major federal programsare identified in the summary of auditors’ results
section of the accompanying schedule offindings and questioned costs.

Management’s Responsibility

Managementis responsible for compliance with federal statutes, regulations, and the terms and conditions of
its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Corporation’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Corporation’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances.

Webelieve that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of the Corporation’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the Corporation complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2021.

Reporton Internal Control Over Compliance

Managementof the Corporation is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the Corporation’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
Corporation’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirementof a federal program that is less severe than a material weaknessin internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph ofthis section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However material weaknesses may exist
that have not been identified.

The purposeof this report on internal control over compliance is solely to describe the scope ofour testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

“Phe Pu
Huntifgton, West Virginia
September 28, 2021
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WEST VIRGINIA STATE UNIVERSITY
RESEARCH AND DEVELOPMENT CORPORATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE30, 2021
 

PART I. — SUMMARYOF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:

Unmodified opinion

 

 

 

 

 

 

 

 

Material weakness(es) identified? Yes No

Significant deficiency(ies) identified not considered to be
material weakness(es)? Yes No

Noncompliance material to financial statements noted? Yes No

Federal Awards

Internal control over major programs:

Material weakness(es) identified? Yes No

Significant deficiency(ies)identified not considered to be
material weakness(es)? Yes No

Type of auditors’ report issued on compliance for major
programs: Unmodified opinion

Any audit findings disclosed that are required to be reported in
accordance with the Uniform Guidance (Section 200.516(a))? xX Yes No

Identification of Major Programs:

CFDA Number Nameof Federal Program or Cluster
84.031 Title HI

Dollar threshold used to distinguish between Type A and Type B Programs $ 750,000

Auditee qualified as low-risk auditee? X__ Yes No
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PARTIL. — FINANCIAL STATEMENTFINDINGS SECTION

No matters are reportable.

PART III. — FEDERAL AWARD FINDING AND QUESTIONED COSTS SECTION

2021 — 001

U.S. Department of Education

CFDA #84.031, 2021 Award Year
Compliance Requirement: Procurement
Type of Finding: Compliance

Criteria: Ail procurement transactions for the acquisition of property or services required under a Federal
Award must be conducted in a manner providing full and open competition. (2 CFR section 200.319).
Purchases between $10,000 and $49,999 will require three quotes from vendors and purchases of $50,000 or
greater will be made using the formal bidding process in accordance with the Corporation’s Procurement
Policy.

Condition: As part of our testing for procurement compliance requirements, we selected a sample of 40
transactions. Of the 40, three transactions (two vendors) did not have the required evidence of open
competition in accordance with the Corporations Procurement Policy onfile.

Cause: Record keeping, managementoverride of controls.

Effect: Not following proper procedureis in direct violation of the Corporation’s internal ProcurementPolicy
as well as 2 CFR section 200.319.

Questioned Costs: Possible overpayment of $134,206.

Context/Sampling: A nonstatistical sample of 40 were selected for procurement testing. Total tested was
$796,356 out of the total yearly expenditure of $2,545,800 for this program.

Repeat Finding from Prior Year(s): No

Recommendation: Management should revise procedures to ensure that all quotes and formal bids are
properly obtained and maintained onfile prior to issuing payment.

Views of Responsible Officials: West Virginia State University Research and Development Corporation has
addedspecific training sessions related to the Procurement Policy and overall purchase process training to the
agenda for the Fall company meeting. The sessions will ensure all employees are aware of the requirements
when submitting a purchase request. Additional procedures will be implemented in order to ensureall proper
documentation is maintained for future reference.
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