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Independent Auditor’s Report

Honorable Members of the Board
Mineral County Development Authority
Keyser, West Virginia 26726

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Mineral
County Development Authority (the Authority), a component unit of the Mineral County Commission as of
and for the year ended June 30, 2017, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for 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 control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. 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 well as evaluating the overall presentation of the financial
statements.

We believe 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 business-type activities of the Mineral County Development Authority as of June
30, 2017, and the changes in financial position and cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
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Other Matters
Required Supplementary Information

The Authority’s management has omitted the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board (GASB), who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not affected
by this missing information.

Other Information

Our audit was conducted for the purpose of forming an opinion on the Authority’s basic financial
statements. The introductory section is presented for purposes of additional analysis and is not a required
part of the basic financial statements. The introductory section has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 28,
2017, on our consideration of the Authority’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on 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 Authority’s internal control over
financial reporting and compliance.

Ferrart & Assotiates, PLLC

Morgantown, West Virginia
November 28, 2017



MINERAL COUNTY DEVELOPMENT AUTHORITY
STATEMENT OF NET POSITION - PROPRIETARY FUND
June 30, 2017

ASSETS
Current assets:
Cash and cash equivalents $ 280,148
Notes receivable 11,626
Total current assets 291,774
Capital assets:
Nondepreciable:
Land 554,098
Depreciable:
Buildings 2,000,000
Land improvements 1,385,078
Less accumulated depreciation (1,712,578)
Total capital assets 2,226,598
Total assets $ 2,518,372
LIABILITIES
Current liabilities:
Notes payable, due within one year $ 435,477
Accrued interest on notes payable 29,497
Total current liabilities 464,974
Noncurrent liabilities:
Notes payable, due in more than one year 1,269,591
Total noncurrent liabilities 1,269,591
Total liabilities 1,734,565
NET POSITION
Invested in capital assets, net of related debt 492,033
Unrestricted 291,774
Total net position 783,807
Total liabilities and net position $ 2,518,372

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



MINERAL COUNTY DEVELOPMENT AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN NET POSITION - PROPRIETARY FUND
For the Fiscal Year Ended June 30, 2017

Operating revenues:
Lease income

Operating grants and contributions:

State
Local
Total operating revenues

Operating expenses:
Personnel costs
Insurance

Occupancy administration

Utilities

Repairs and maintenance

Professional fees
Supplies

Travel and training
Contractual services
Rent expense
Depreciation
Miscellaneous expense

Total operating expenses

Operating income

Nonoperating revenues (expenses):

Interest expense
Interest income

Total nonoperating revenues (expenses)

Change in net position

Net position - beginning of year - restated, see note IV

Net position - end of year

198,916

60,000
40,000

298,916

63,067
6,281
10,505
4,415
78,687
13,560
8,000
7,721
13,710
2,100
35,000
9,665

252,711

46,205

(8,247)
602

(7,645)

38,560

745,247

783,807

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



MINERAL COUNTY DEVELOPMENT AUTHORITY
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
For the Fiscal Year Ended June 30, 2017

Cash flows from operating activities:

Cash received from support and revenue $ 301,890
Cash paid for goods and services (154,644)
Cash paid for employees (63,067)

Net cash provided by operating activities 84,179

Cash flows from investing activities:

Interest received 602
Net cash provided by investing activities 602

Cash flows from capital and related financing activities:

Principal paid on debt (63,552)
Proceeds from debt issued 1,000,000
Purchases of buildings and land (1,000,000)
Interest paid on debt (18,054)
Net cash provided (used) by capital and related financing activities (81,606)
Net increase in cash and cash equivalents 3,175
Cash and cash equivalents, June 30, 2016 276,973
Cash and cash equivalents, June 30, 2017 $ 280,148

Reconciliation of operating income to net cash provided
(used) by operating activities:
Operating income $ 46,205
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:

Depreciation expense 35,000
Decrease in notes receivable 2,974
Net cash provided by operating activities $ 84,179

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



MINERAL COUNTY DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2017

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and the presentation of the financial report of Mineral County Development
Authority (Authority) have been designed to conform to generally accepted accounting principles as
applicable to government units, in accordance with the Governmental Accounting Standards Board
(GASB).

A. Reporting Entity

The Mineral County Development Authority, a component unit of the Mineral County Commission, is
governed by a president, vice president, treasurer and secretary who are appointed by the Authority and
Board members who are approved by the Mineral County Commission The Authority is a discretely
presented component unit of the Mineral County Commission based upon the criteria stipulated in GASB
Statement No. 61, “The Financial Reporting Entity: Omnibus an Amendment of GASB Statements No. 14
and No. 34". The Authority encourages and assists business prosperity through assistance with loans,
investments, money, land and industrial sites, technical assistance, or other business transactions in
locating business and industry in the County and works to rehabilitate and assist existing businesses and
industries within the County, results of which provide maximum opportunities for employment, encourage
thrift, and improve the standard of living of the citizens of the County. It is a public body created pursuant
to the laws of the State of West Virginia and, as such, is not subject to federal or state income tax.

B. Fund Financial Statements

The financial statements of the Authority have been prepared in conformity with generally accepted
accounting principles as applied to governmental units. The GASB is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles. The Authority also applies
Financial Accounting Standards Board (FASB) statements and interpretations issued on or before
November 30, 1989, provided they do not conflict with or contradict GASB pronouncements.

The financial statements (i.e., the statement of net position and the statement of revenues, expenses and
changes in net position) report information on all activities of the Authority. Business-type activities rely to
a significant extent on fees and charges for support.

The statement of revenues, expenses and changes in net position demonstrates the degree to which the
direct expenses of a given function are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Revenues include charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services in connection with a proprietary fund's
principal ongoing operations. Operating expenses for the enterprise fund include the cost of services,
administrative expenses, and depreciation of capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.



MINERAL COUNTY DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2017

D. Assets, Liabilities, and Net Position

1.Deposits and Investments

The Authority's cash and cash equivalents are considered to be cash on hand, demand deposits and
short-term investments with original maturities of less than three months from the date of acquisition. The
Authority has no long-term investments.

2. Receivables and Payables
All accounts receivable and accounts payable, if any, are shown at the gross amount due.
3. Capital Assets and Depreciation

Capital assets are defined by the Authority as assets with an initial, individual cost of $5,000 or more and
estimated to have a useful life in excess of one year. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donation. Assets are depreciated using the straight-line method over the
estimated useful life of the assets, as follows: buildings - 40 years and land improvements - 15 years.

The costs of normal maintenance and repairs that do not add to the value of the assets or materially
extend assets lives are not capitalized.

4. Compensated Absences

It is the Authority's policy to require employees to use all earned vacation time by the end of the fiscal
year; therefore no liability is reported for vacation leave. No liability is reported for unpaid accumulated
sick leave.

5. Long-Term Obligations

In the financial statements, long-term debt and other long-term obligations are reported as liabilities in the
proprietary fund statement of net position.

6. Net Position
Net Position is displayed in three components:

a. Invested in capital assets, net of related debt — Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by outstanding balances of any
bonds, mortgages, notes or other borrowings attributable to the acquisition, construction or
improvement of those assets.

b. Restricted net position — Consists of net position with constraints placed on the use of either by
(1) external groups such as creditors, grantors, contributors, or laws and regulations of other
governments, or (2) law through constitutional provisions or enabling legislature.

c. Unrestricted net position — All other net position that does not meet the definition of “restricted” or
“invested in capital assets, net of related debt”.

The Authority has adopted a revenue spending policy that provides guidance for programs with multiple
revenue sources. For purposes of net position classification, expenses are to be paid from restricted net
position first, and then unrestricted net position.



MINERAL COUNTY DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2017

7. 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 certain
amounts and disclosures. Accordingly, actual results could differ from those estimates.

NOTE Il - DETAILED NOTES ON ALL FUNDS

A. Deposits
For deposits, the Authority could be exposed to risk in the event of a bank failure where the Authority’s
deposits may not be returned. The Authority's deposits are categorized to give an indication of the level of
risk assumed by the Authority at June 30, 2017. The categories are described as follows:

Category 1 — Insured or collateralized with securities held by the entity or by its agent in the entity’s
name.

Category 2 — Insured or Collateralized with securities held by the pledging financial institution’s trust
department or agent in the entity’s name.

Category 3 — Uninsured or Uncollateralized.

Bank
Balance Category 1 Category 2 Category 3
Total amount $ 280,148 $ 250,000 $ - $ 30,148

B. Receivables
Note Receivable
The Mineral County Industrial Development Corporation (MCIDC), which was dissolved, transferred all
assets including a note receivable to the Authority due from United Disposal Service, Inc. The balance of
the note receivable due to the Authority at June 30, 2017 was $11,626.

C. Capital Assets

Capital asset activity for the fiscal year ended June 30, 2017, was as follows:

Restated
Beginning Ending
Balance Increases Decreases Balance
Business-type activities:
Capital assets, not being depreciated:
Land $ 354,098 $ 200,000 $ - $ 554,098
Total capital assets, not being
depreciated 354,908 200,000 - 554,908
Capital assets being depreciated:
Buildings 1,200,000 800,000 - 2,000,000
Land improvements 1,385,078 - - 1,385,078
Less: accumulated depreciation (1,677,578) (35,000) - (1,712,578)
Total capital assets being
depreciated, net 907,500 765,000 - 1,672,500
Business-type activities capital
assets, net $ 1,261,598 $ 965,000 $ - 2,22




MINERAL COUNTY DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2017

D. Long-term Debt
Long-term debt at June 30, 2017 consisted of the following:

West Virginia Infrastructure and Jobs Development Council (WVIJDC) $432,229 loan
dated September 22, 1998, 0% interest until September 30, 2003, then 3% interest until
September 1, 2008; then Wall Street Journal prime less 3%, ceiling of 4.5%, until
September 1, 2013, then Wall Street Journal prime less 3%, ceiling of 6% until maturing
September 2018; secured by real estate, and expected to be retired when the Authority
sells the associated assets. Payment of principle and interest has been deferred until
February 28, 2018. The loan has accumulated interest of $15,497.

West Virginia Infrastructure and Jobs Development Council (WVIJDC) $400,000 loan
dated September 12, 2006, 3% interest until September 1, 2016, then 4.5% interest until
maturity during September 2026; secured by real estate, and expected to be retired when
the Authority sells the associated assets. Payment of principle and interest has been
deferred until February 28, 2018. The loan has accumulated interest of $14,000.

West Virginia Economic Development Authority, (WVEDA) loan of $1,000,000 dated
March 10, 2017, at an interest rate of 3.35%. Payments began in April of 2017 and
continue monthly until maturity during March 2022 ; secured by real estate.

$ 351,195

$ 400,000

$ 953,873
Total $ 1,705,068
Debt service requirements for the years subsequent to June 30, 2017 are as follows:
Year
Ended Principal Interest
2018 $ 435,477 $ 64,723
2019 352,063 39,301
2020 243,421 30,793
2021 252,202 22,012
2022 206,779 13,061
2023 — 2027 215,126 21,200
Totals $ 1,705,068 $ 191,451
Changes in Long-Term Liabilities
Business-type Activities
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Notes payable $ 768,620 $ 1,000,000 $ (63,552) $ 1,705,068 $ 435477
Accrued interest 39,304 - (9,807) 29,497 29,497
Business-type activities
Long-term liabilities $ 807,924 $§ 1,000,000 $ (73,359) $ 1,734,565 $ 464,974
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MINERAL COUNTY DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2017

NOTE Illl - OTHER INFORMATION

A. Risk Management

The Authority is exposed to various risks of loss related to torts, theft of, damage to and destruction of
assets, errors and omissions, and natural disasters. The Authority is covered with an insurance policy as
a member of the West Virginia Counties Group Self Insurance Risk Pool.

Liabilities are reported when it is probable a loss has occurred and the amount of the loss can be
reasonably estimated.

B. Contingent Liabilities

It is the opinion of the Authority’s counsel that there are no material pending lawsuits or unasserted
claims against the Authority.

In the normal course of operations, the Authority receives grant funds from various Federal, State and
Local agencies. The grant programs are subject to audit by agents of the granting authority for the
purpose of ensuring compliance with the conditions precedent to the granting of funds. Any disallowed
claims, including amounts already collected, may constitute a liability of the applicable funds.
Management believes it has complied with all grant requirements in the determination of revenues and
expenses.

NOTE IV —RESTATEMENT OF NET POSITION

During fiscal year 2017, the Authority took a detailed inventory of their capital assets. When the Authority
reconciled their actual capital assets, it was noted that the Authority owned in total $175,879, net of
accumulated depreciation, less capital assets than had been recorded in prior fiscal years. Net position at
the beginning of the year has been restated to reflect this adjustment:

Net position — beginning of year $ 921,126

Restatement:

Capital asset adjustment (175,879)
Net position —

beginning of year - restated $ 745,247

NOTE V — SUBSEQUENT EVENTS

The Authority's management has evaluated the effect that subsequent events would have on the
Authority's financial statements through November 28, 2017, which is the date the financial statements
were available to be released.

*k%k
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Honorable Members of the Board
Mineral County Development Authority
Keyser, West Virginia 26726

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 accompanying financial statements of the
business-type activities of the Mineral County Development Authority (Authority) as of and for the year
ended June 30, 2017, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements and have issued our report thereon dated November 28, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) to determine the audit procedures that 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 Authority’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Authority’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 performing their 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 such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
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 designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. We did identify certain deficiencies in
internal control, described in the accompanying schedule of findings that we consider to be significant
deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’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 determination of financial statement amounts. 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.

12
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Authority’s Response to Findings

The Authority’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and responses. The Authority’s responses were not subjected to auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the result 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.

Ferrart & Assotiates, PLLC

Morgantown, West Virginia
November 28, 2017
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MINERAL COUNTY DEVELOPMENT AUTHORITY
SCHEDULE OF FINDINGS AND RESPONSES
For the Fiscal Year Ended June 30, 2017

2017-01 Segregation of Duties

Condition — It was noted that the responsibilities for approving, executing, and recording transactions and
custody of the resulting asset arising from the transactions were not assigned to different individuals.

Criteria — Proper internal control dictates responsibility for approving, executing, and recording
transactions should rest with different individuals. Custody of resulting assets should also be assigned to
individuals with no responsibilities in the above areas. To the extent possible with limited personnel,
different individuals should open bank statements, prepare checks, sign checks, approve bank
reconciliations, prepare the daily cash reports, and make deposits.

Cause — Due to the size of the Authority’s staff, the Authority has does not have enough personnel to fully
segregate duties.

Effect — Internal control structure elements do not reduce to a relatively low level the risk that errors and
irregularities, in amounts that would be material in relation to the financial statements, may occur and not
be detected in a timely manner.

Recommendation — Responsibilities of approval, execution, recording and custody should be distributed
among the Authority's officials to the best degree possible.

Authority’s Response — The Authority will segregate duties to the extent that is economically feasible.

2017-02 Uninsured/Uncollateralized Deposits

Condition — It was determined that at yearend the Authority failed to adequately insure or collateralize all
deposits which were in excess of the amount insured by the Federal Depository Insurance Corporation
(F.D.I.C.), which is $250,000 per depositor, per F.D.I.C. insured bank.

Criteria — All deposits in excess of insured F.D.1.C. limits should be further insured or collateralized so that
no deposits are exposed to risk of bank failure where deposits might not be returned.

Cause — The Authority has experienced growth recently in revenue, profits, and overall activity that has
pushed the cash bank balance above the F.D.I.C. limits.

Effect — In the event of bank failure, the Authority could have unreturned deposits.
Recommendation — The Authority could either spread their deposits out between separate banks so that

they are completely F.D.I.C. insured at each bank or make separate insurance or collateral arrangements
with their current bank.

Authority’s Response — The Authority will as soon as possible address the options to determine the best
route for ensuring that all deposits are completely insured or collateralized.
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MINERAL COUNTY DEVELOPMENT AUTHORITY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Fiscal Year Ended June 30, 2017

Finding
Number

2016-01

2016-02

Status of Prior Year Audit Findings

Title
Segregation of Duties

Depreciation Schedules

Status

Not resolved

Resolved
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