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Tueilay. December 11. 2001

3:@ - 4:@ p.ro-

Senate

Tombli!" Chair
Chatrn (absent)
Craigo
Sbarpe
Wooton
Deem
Sprcuse

.Tolnt Commltt4e or Govemm€nt qtrd Flnance

Eouse

Kis, Chair
Amor€s (abselO
Me?"atfs'ta
Michael
Stato! (absert)
Hall

Speaker Kiss, Cocbair, pre.sided-

1. Approysl of Mhutas.

Upon motion by Delegate Hall, properly s€coDded ald adopt€4 the Einules ofthe November

13, 2001, meerilg were apgoved

2. PubllcEmployeglpsranceAsencv.

Mr. Torn Susmao, Executive Direcor ofthe Public Employe€s Inxur"[ce Ag€ncy, distributld

the following infornarioa (1) PEIA Claims Proce$se4 @) PEIA Monthly Maugemeat R€port Per

capita Utilization , Octobe! 2001, FY 2ff2; (3) PEIA Moothly Managexoetr! Report Toal C:laims,

ocbber 2001, FY 2m2; (4) PEIA MoDrhly Matragemeot Rcport Per Capita Claims, october 2001,

FY 2002; (t A l-ook At InqEases In Health Iosuznce Premiuns; (O GJIrent Tiels, Proposed TieN

Based on Curent PreEiuos for Single Premium, Erqployee and Child Premiuo, atrd Family

Prcmirm; (7) StaleFurd - F.mptoye/EmployeeSpliq (8) ScenarioB,Tobacco PrcmiumDffercsrial

Increases, Board Decisions - Financial Plans 2003-2m6 atrd Scenario C, Tobacco Premium & Drug

C'bsDges: $2,00044,0@ Indexed MOOP $5/$15/$30 Formulary, Boad Decisions - Fmancial Plans

2Nt2N6.



I
I
I
I
t
I
I
I
t
t
I
I
I
t
I
I
I
I
I

Mr. Susma.o respoded o quesrions fton members of the Corrminee.

Mr. Susmar reported thar iD S'epleEber 2001 PEIA had requested by letser to Wvu and

CAMC bformarion on money PEIA give's to the medic€l schools. He said thar PEIA has Dot

rcceived a rcspoDse to this inquiry. Spe€ker Kiss rcquested tial lvlr. Susmr.o forward a copy of this

lefier to Mr. A red

3. State Road Audtl

The audit coDducted by sufile & Stalmker, cPAs' entitled 'wesl virgitria Department of

TraDsportation" Division of Highways, Audited Fltratrci8l staremelts' Year Eqded Jule 30' 2001'

And lndependelt Auditors' Reports," along with a letler !o Malagement of the West Virginia

Depa-rme of Tra$ponadon, Dvision of Highways, aod Management's audit EspoDse wele

distributed to the CorDmiEee. Mr. HonceEmery ofsuule & Stalnaker, CPAS' pr€setrtcd aod bdefly

discussed the audil

Upon motion by Semtor Sharye, Propedy secotrded and adopte4 further disc.lssion of the

audit was delayed udil the CoEmitt€e's Jatruary meerilg.

Upon motion by ke'sidetrt Tombli!, Prope y secoded aqd adopt€4 the highways audit

cotrtract was exteoded for one year.

4. Mountatntop Dfnhs Studl€s.

Distributed to melobels was a copy of a lefier from West Vhginia University Research

coryoration to Mr. Allred requestiog nocost exteosioDs to December 3l, 2001' of the folowing

Moultailtop Mining sEdies: (1) Economic ImPacl Shrdy - Dr. ToE WiE ($185'@); (2) Study of

Fugirive Dust alrd Fumes - Dr. Uoyd Elglish ($63,000); (3) Post Minhg Land Use study - Dr'

Garles Yuill ($45,000); (4) I4act on Tenestrial Habitab - Dr. Petra Wmd ($l E2480).
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t
I UpoD motion by kesident Torobli4 prop€dy seconded and adopted. the rcquesed nccost

| " r.^lons !o December 31,2001, were approved.

a 5. Lofierv,

I 
Disrributed loEembelsofthe commift€ewasrhel.onery OpemlionsrcPortformontheDded

I
I October 2001 with ao atrached analysis prcpared by legislative stafi.

1 C General Revelue Report.

t- Distributed to members was a rcpoft o! the stai.Is of rhe gae's general revenue as of
I
I November 30, zml.

a 7 . Deltarhent of Eeslth and Eumar Resources Mopthly Remrts.
I

Distributed to Eembels of the com.minee werc the following Medicaid Repoft for moDth

II ofOctober2oot; WelfareReformReportformotrthof November2ml; atrd colitrA-odeNon celler

I O"*n for Eonth of November 2m1.

cabiret Seqetary Pad L NusbausL DepaftneDt of Health atrd HumaD Resources' and lvft.II E i" Cole, Chief Financiat Offrcer, Bureau for Medicrl Services, respouded to questioDs ftom

I m"-tors oi the Conmiuee"a

I 
* Debt Camcltv Remrt 2fl11.

r Distributed to BeEbers was a repon entitled'State of wesl virgida Debt capacity 2001'

I m- * West Vrginia State Treas:rer's of6ce.

a 1. Iptertm Meedps Dat s.
I
- Th" next regutar ioledm m€etings will be betrc on Jmuary 6 - 8, N2.

I t* meeting was adjoumei-

II
l'
II
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WV DEPARTMENT OF HEAI"TH AND HUMAN RESOURCES
BUREAU FOR MEDTCAL SEFVTCES

MEDICAL SERVICE5 TRUST FUND AND INTEREST REPORT
iba iii -ruor,iir-oi 

nii'rlMBER 2OO1

sFY 2002
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TRANSFER
DATE DESCRIPT]ON

DEPOSIT
(WITHDRAWAL)

PRINCIPAL

INTEREST &
DSH DEPOSITS

O/vTTHDMWAL)

TRUST FUND
BALANCE

oTIOtIAl
07rot/01
07 /0)./07
071O7/O7
o7 /31/ol

DEPOSIT
WITHDRAWAL
WITHDRAWAL
WITHDRAWAL
INTEREST

BEG, 8AL
Eiisibility Expansion
Facilities DSH Match
Private DSH Backlog
Rate AT 4 92 q"

5,358,862 34

(1,455,834.00)
(323,846 00)

(106,171 34)

17,080.17

5,358,862.34
5 ,252,59t .AA

3,196,857 aO

3,473,01100
3,490,091 17

08/01/01
08/01/01
08/31/01

OEPOSIT
W]THDRAWAL
INTEREST

Facilities DSH Payfien
Facilities DSH Nlatch
Rale AI 4.2 E"

(I ,425 ,436.00)
9.577,580 50

26,435.36

73 ,067 ,67 r.61
1L642,235.67
1L668,67r.03

09/or/47
09/ot/41
09/30/41

WITHDRAWAL
DEPOSIT
INTEREST

Private DSH Backlog
DSH Cost Settlernent
Rate AI 4.2 E6

(3,290,9r7 00)
284,388.00

a,371,754.O3
a,662,r42.43
8,695,313 89

10/oI/07
1A/31101

DEPOSIT
INTEREST

Special Appropriation
RateAT3l%

366,667.00
23,t77 a3

9,061.980 89
9,445,aga.72

11/07/07
17/47/01
77/O1t07
7t/30/01

WITHDRAWAL
WITHDRAWAL
OEPOSIT
INTEREST

Facilities DSH lvlatch
Private DSH Backlos
Special Appropriation
Rate AT 3.1 %

(1 ,3r7 ,248 6A)
(27 t,728 OA)

21,090 58

7 ,767,asA.t2
7 .496,122.12
7,862,749.\2
7.883.879 70

t2/41/41
12/Ot/07
12/01/41
12/Or/07
12/3tIO!

DEPOSIT
WITHDRAWAL
DEPOSIT
WITHDRAWAL

Facilities DSH Paymenl
lvlatch Drop
Special Appropriation
Private DSH Backlog
RateAT3l%

(5,236.000 00)
366,66100

(3,393 717 00)

5 ,326 ,517 .50

13,210 4\

t3,2to,39124
1,974,397.20
8,341.064.20
4,947,347.20
4,96A.617 _6r

0 I I /02/o
al/31r02

DEPOSIT
INTEREST

Special Appropriation
RateAT3l%

600,000.00
14,91s.40

5,560,617.61

a2/at/02
0uo1ra2
o2/o7IA2
o2t2a/o2

WITHDRAWAL
WITHORAWAL
DEPOSIT
INTEREST

Facilities DsH Match
Prir/ate DSH Eacklos
Spec;al Approprlation
Rate AT 3.1 %

(1,183,918.00)
(3,626,377.A0>

600,000 00

4,391,515.01
765,234.O1

1,365,238.01
1,368.900.03

03rot/42
a3/o1IO2
a3lol/o2
a3talt02
a3/37/O2

DEPOSIT
wrrHomrihr
WITHORAIIYAL
DEPOSIT
INTEREST

Facilities DSH Paymen
tulatch Drop
Hospice
Special Appropr'ation
RateAT3l%

(2,618,000 oo)

600,000.00

7,236,666.00

(r71,487.50)

17,214.03

8,605.566-03
5,987,566.03
5,816,078.53
6,416,078.53
6,433,288.56

44,/at/02
04130/02

OEPOSIT
INTEREST

Special. Appropriation
Rate AT 3.1 %

700,000.00
19,133.82

7,133,288.56
7,152,42234

05lova2
05lor/02
05/o7to2
05/311O2

WTHDMWAL
WITHDRAWAL

INTEREST

Facilities DSH Match
Private DSH Backlog
Special Appropriation
RateAT3I%

(r,183,918.00)
(3,6s1,015.00)

700,000.00
8,093 90

5,968,504,38
2,317 ,489.38
3,017,489.38
3,025,583.24

06/ot/02
06/o1/o2
a6/41/02
46r01/02
06130/02

WITHDRAWiL
WITHDRAWtrL
WITH DRA$IAt
WITHDRAWAL
INTEREST

Facilities DsH Paymen
Match Drop
Hospice
Spocial Appropriation
Rate AT 3.1 76

(2,6i8,000.00)

700,000.00

7,236,666.00

Q71,4A7.50)

27.922-03

10,262,249 2a
7,614,249 2A
7,472,761.78
a,172,761_74
8,194,683.81

8,194,683.81(21 ,237 ,O91 .26) 29,431 ,77 5.O7

Page 3



ARTMENT OF HEALTH AND HUIVIAN RESOURCES
EUREAU FOR i/EDICAL SER\,'ICES

MOUNTAIN HEALTH TRUST

DECEMEER 2OO1

HMO

THE HEALTH PLAN

PAYMENT

52.785.560

51,490,902

s4.276,462

RECJPIENTS
ENROLLED

30.863

47,455

AVERAGE

RECIPIENT

s90.26

s89_86

sso.12
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TE ACTUARY RATE
.08)

SAVINGS 7.02Yo

12t06to1

Fa861
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Braxon (04)

Cabell (@)

calhoun (07)

Fayeue (10)

Gilmsr (11)

Grant (12)

Greenbrier (13)

Hampshire (14)

Hancock (15)

Hardy (16)
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COUNTY

Jackson (18)

Jefferson (19)

Monroe (31)

1,009

Pleasants (37)
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of the Curent WV WORKS Gaseload

casos-percnts aro not ln tho homo and chlldron are llvlng
parentsire ln the home, recelve SSI and are excluded from

recelvlng WV WORKS recalvod TANF ln anotlrer slate

the parEnb aro sxcluded from tho paymsnt bscauso they
of a drug rstaisd folony aftor August 22, 1996.

luodlcald but do not Bcelvo Food Stamps.

Food Stempo but adult8 do not rEcolvs Medlcald.

the lllarrlage Incenttva' Tho lncontlve was Increasod to
July I, AX!o.

lvlno YW WORKS ar€ emploved.

4/155 Chlld
wlth a rolatlve,
rhEtwwo

599 cas6
Hora rnovlng

101 caoea ln

/ 499 oaseo

{ 1,184 ca86

/ 1,768 casos
$100 monthly

/ 2,466 adultB
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Supportlye S€rvlces Payments: Types and Amounts
Dscsmbsr 2001

ol

Type Current VW
WORKS

Fomer VW
WORKS

Numbor of
Paymenta

Average
Payment

Total Amount

Ctothlng: Work or dress clothlng when there ls a wrified
ofor ot emptoyrngnt or shorttorm tralnlng. .$600 year

$83,973 $25,n9 660 $166 $109,752

Cotli grat=lt6mstncludqgroomlngo$oo8€;te€ttoo$
and othsr expons€s related lg omployment $300 year

=::+t4t1c. =::+q"67= .=,==:+€& -=====++7-4"7

Car Ropalr For Fsrsonally owned vehlcl€a; Inc'udos
dr€s, mufilsrg, or brakes nec€sary to pass statg
Inspec{on, sHe lnspsction stckor9, Ilcans€ plat€8,
vehlolo Insuranc€, End drlve/g educaton class€. Fundg
cannot b€ ussd to purchaso € vohlclg. $1,90 fiWne

$186,642 $67,380 440 $529 $254,U2

Contract Tralnlng: A training contact rnay b€ wdttgn
when trainlng 19 not a,,/ailablo on a no-c6t basls and the
tralnlng wlu bo provld€d to an lndMdual or a group of
padcipantE. There ls an sxpedation thEl lho Indlviduals
will bo able to ffnd smployment when they succasstully
complete lho b'alnlng courso. 95,000 War

$3,605 $1,068 $311 w,673

Commorclal Ddvsis Llconae: Paymord to purch66
ficons€. $6u) !ffoflno

s0 $0 0 $0 $o

Ddygrrchauflouro Llcanse: Do€6 not Include paymsnt
br tosl r€quired duo to tEfic vlolations or classe3
reoulrcd tor Dulconvicdons. $12O !ffeuno

$100 $0 $20 $100

Employgr lncantlvo: Agrsementa bstwesn gmployerB

and local DHHR ofrcos placlng Wv woRKS reclPlenb
In Jobq. EmployoF are relmburs€d % ot ths employee's
wEgea br the frat 20G600 \ /ork hours under these
conhacts.

!r3,214 $0 7 $459 $3,2't4

Prof6slonal Llconao: When tho cost of the licons€ Is
not pald by lhs omployer or is not lncluded in tho cat ot
a halnlng course, and obtalning the llcanso is palt ofthe
course completion. $600 todn@

$350 $180 $108 $530
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Type Cunent lrw
WORKS

Former YW
WORKS

Numbor of
Paymenta

AYerage
Paymont

Total Amount

Relocadon: Whon there is a verlffed ofier of
emptoyment the famlly can be rel@ted to a dlfisrent
stais. a difierent area ofthE state. or to lhe same area if
tio move rcduc€s travel time to one hour or lesg. 

yea.

$3,261 $2,800 7 $886 $6,081

=TootsEqulpEgEt =lAal€a Ee€dedbr.a,.\€dff€d o$etd.
omployrnent or for s@lallzsd trajnlng- $1 ,000 year

s5421 sa-923 2 s527 s14f44

Traneport6don: Paymsnts ale mads ba8€d on mlles
Favoled to gmployment or a work acdvlty when thsro Is a
cost lnvolved. Publlc tramportaton 18 rolmbura€d at
adu€l cost

(2-10 nllee$1o dar 40+ -$16) $400 nonth mlt

$819,781 $280,919 5,730 $ 157 $900,700

Vohtclo Inauralco: Paymont br vehlcle Insulan@
Drsrnlum. Does not lncludo vehlcle lnsurEncs premlum
ior vehlct€s l€€s€d through wV WHEELS as vendor I8
roaponglble br psyment as p€rt of th€ le8€e.

5il0lffe1ne

$38.798 $10,808 174 $279 $4S,606

Dt l offons€d: CGts rolat€d b relnstatoment of drtu€is
llcensg whlch have bsen rgvok€d due to aubstance
abus€. Includ6 DUlchgses, llcanso relnstatemsnt feoa.
nor., llcens€, lgntdon lnterlook eystgm. Does not Include
in6, ireahont programa or te3ts br drug and alcohol
ua6. W0 lifetino

$o $250 $2s0

Tobl $960,005 $401,r04 7,314 9186 $1'381,109



Length of Time on Assistance

Numbor of CasssNumbei of Monlhs

3,68812 months or less

2,868

1,705

9,801

Does nol includs

1,,01

cntlo onv cases.

7
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West Viiginia Department of Health
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Paul L. Nusbaum, Secretary
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Golin Andercon Center
Summary Report - January 2002

The Colin Anderso4 Center (Center) was successfully closed on April 3, 1998. The
Departrnent of Heallh and Human Resources (Departnent) continuesto monitorthe
persons who left the Center, and this report summarizes the status of those
individuals to date.

Seventy-eight peopfb were discharged from the Center into community settings in
West Mrginia, and pne person was discharged from Ruby Memorial Hospital to
Lakin Hospital. Th4 individual who was discharged to Lakin Hospital expired four
months affer admisSion.

Two people were di$charged to outof-state placements at the request oftheir legal
representjatives. O[je of those indMduals refumed to West Mrglnia and resides at
Pinecrest Hospital 4t the request of their legal representative.

Twelve people havg died (all due to natural causes) since being discharged from the
Center.

Therefore, sixty-six people continue to rec€ive sewices and supports in West
Mrginia communiti{s. Twenty people receive residential services in an ICF/MR
facility. The lCFfir/B facilities are between six and eight bed homes. Forty-six
people receive residiSntialseMces through the Homeand Community-Based MM)D
Waiver Program. flome and Community-Based residential services are between
one and four bed h$mes.

All those di fiom the Center receive day habilitation services from day
prog]ams, commu ed day programs, volunteering, seniorcenters, supported
employanent and employnent.

Sixty-five people ffave had compliance clocks successtully completed. The
compliance clock isi the list of seMces identified prior to discharge by Center stafi
and community staff as needed services for the indMdual. Each compliance clock
service is reqirired to complete eighteen consecutive months of service. One
compliance clock dintinues to remain ac{ive. The most frequent reason for out-of-
compliance statud is noted as lack of appropriate documentalion and
missed/cancelled appointrnents. The Department continues to monitor the one
person who has ff active compliance clock. The Deparfrnent reports on the
compliance clock status to the Hartley Court Monitor.
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I Colln Andor€on center
Summary Report - January 2002

I eopartn€nt of Hoalth and Human Resourcsg
uteeu tor B€havloEl Health and Health Faclllfles

Ofnce of Bshayloral Health Servlc€s
DMslon of Developmental Dlaabllldea

Date of Closuro: 3, 1S98

Status Total

Number Discharged in Communtty Settings 78

Number Discharge4 in Medical Settings 1

Total Numbsr of 11 dlviduals Dl6chargod 79

Total Numbal of Indtylduals Dscoasad Sinco Dlscharge
(all due to natural causea)

12

Number in ICF/MF iroup Homes (6-8 Beds) 20

Number in MR/DD [Vaiver Residences (14 beds) 46

Total Cunengy In )ommunlg Sotflngs 66

Number of lndMdui ls with comDlianc€ Clocks* Closed 65

Number of lndividur ls with Compliance Clocks* Open 1

Total Numbr of ln dlvlduals wlth compllance clocks* 66

*A complianco clocl
discharge as ne€d€
closed. allofthe ide
months. DHHR stat

is a list of seNices an indMdual's treatnent team identified prior to
I seryices for the individual. In order for a compliance clock to be

tified services must be provided for a period of eighteen consecutive
rorfinue to monitor the one individualwith an open compliance clock.
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!fEST \rIRCIIIIA IIEGISIATIORE
q@ 4 tla.?a/al'lr'e Adr't

Btdfttuout e
&tuua r, b*eaz- llthq
t9O0 (aazala ML ta'i
Qlale,tbt, W 305a590

Mn,lORANDUM

To: Jolnt Coramlttee on Govenunent and Finance
Honoxable Senatox Tonblin, Senate president
Honorable Delegate Robert Kiss, Speaker of the House

From: Ellen Cfaxk, CpA
Dlrector Budget Dlviston
Legisla]-lve Audir6)f e Off ice(-

Dale: January 3, 2002

3U4n-4970

I
I
I ne, Review of West Virginia Lottery Financial Infornatlonr A.s o.f November 2OOI IFX 2OO2)

We .perfor.ned an analysis of the StatemeDt of Revenues, Expenses
and ReLained Earnings for the period ended Novenber 30, 2001 frotrnonthly unaudlted financial reports furn.ished to our offi.ce by
the_West Virginla Lottery Co!trnissi.on. The resultg are as
rorrolts:

Lottsrtr Rsveque8 3

Gross lottery revenues are receipts fron otr-line games, insLant
ganes and vldeo Lottery. These gross receipts were 41.509 ABOVE
the p.receding .luly - Novenlcer of flscal year 2000-2001. fhls
nulbe.r does not include conmission and prize deducl-lons. Grossprofit for July-Novenber 2001 was 5123,b02,000.00; for theprevious fiscal year, JuIy - Novenber 2000 iL was
$83'478,000.00. Expressed as a percentager gr:oss profit is 47.3S8
hLgbar in 200)--2002 than in fisca.I vear 2000-2001.

/adf Aaata at Qaetaztal ard thnzt @
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N€t lao@6:

Net income for months of JuIy - Novenber 2OO1 h,as g
113,505r000.00r the previous fiscal year it was 576,719,000.00
This is an increase of 4'1 .952.

Operat1!'g lraaafelE to t'he gtat€ oE W6st Virgiata:
A lotal of S 113,505,000.00 has been accrued to the stare of liestVirginia fox fiscal yea\ 2OOl-2002. Thls is on an accrual basis
and rnay not correspond to the actual cash transfers Eade durlng
the same tfue period. ( ,\'nounts owed to the different accoums
accolding to the l-ottery ACL are calculated rBotth1v and accruedto the statet actual cagh transfers are often made based uponactual cash flow needs of the day-to-day operaLion of the
loLtery. )

A schedule of cash t_ransfers follows:

Bureau of Senior Services I35,955,000.00
Department of Educatlon $ 30, 720, 000.00
Educationa.I BxoadcasLing
Authori ty

I 2,600,000.00

Lj-brary Connisslon s 9,'7 52,000.00
Higher Education-CentxaI
Office

$ 39,5?5,000.00

Tourian $ 11,829,000.00
Departnent of NaturaL
Resources

I 6, s03, 000.00

Division of CufLure and
Hi stoxy

$ 7,531,000.00

Departrnent of Education and $ 6,965,000.00

State Bulldlng CormLisslon c E nn^ nnn n^

School BuiLding Authority I 9, 000r 000.00
SUBTOIB.! BUD@1bRY TRANSTBE 916s,430,000.00

T

l
T

l
I
I
I
I
t
t

t

I
t
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Eacess trottory ttrD.d caha'Fl Rsv€oua

Vebera.a.s IE€ta.Et fic&et fuld

725,OOO .OO

s01,000.00

CASH
Actual

BAS IS
accrual based accountlnq Fy 2002t S113,505r000.00

VIDEO TOTTERY TRANSFERS:

Tourism Promotion F\lnd s7,929,000.00
Veterans Memorial Archives s100,000.00
John F. ".Jack' BenneEt Func 920,000.00
Departmenl of Adnd nistration s2,524,000.00
SI'BIEOIAIr \':IIIEO IOFIERr
IRATjISEERS.

910,573,000. OO

BO4rAI. TttihttstERs r$L77 ,229,OOO.OO
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TO:

Bob !\tse
Govenor

John C. \ Iusgrave
Director

MEMORANDUM

Joi.nt consihee on GovernBen

FROM: Johq C. Musgrale'

Mootlly Repon o!
Monttr Elditrg NoYedbet 30' 2001

DATE: D€cenbe! 20' 200I

This repon of rhe I.oEery oP€rations is provided Pu$ualt to the Stare Lottery AcL

F-laacial srateEenb of fte lrttery for the roohth etrding Noverober 30, 2001 are attached tattery revenuq wbrch

includd o!-lirc, i-!sta!t and video losery ;es' !"as $5i'347'405 for the month of Novetdb€r'

Traisfers of lottert revelue totalilrg $lt'645j72 were Eoade for the monlh of NoveDbet to the designated stale

aeelcies D€( House Bill I0l aDd tbe Race;; ;iiJiiil"y n"<Sz9'2'zA-10) The smout tralde!rcd to each

afiincy isshown in Note 8 otr Page 12 of the anached srdemeols'

The nutrber of sctive reraile6 as of NoveEber 30' 2@t ' 
was 1610'

A listirg of the DaBes a.od e.doulrs of pI?4 wi$ers has be€o provided to &e Clerk of the Seoate' tlle cl€rt of tbe

llou€e atrd kgblariYe services'

If any BeEbe! of the coBmittee has questions corceming trre pryr' n-l"ase $$ Also if ally meEb€ts of tho

treislafire wish to visit u" rro",y ontoli*oJJ fpi-" eo to tl6'trit"t our fscilities and discuss the Louery

*iih rh"n

JCWjt
Ahacbr@nt

Dc: Hooorable Bob wi6e
Brisn Krsdck, Cabinet Sec'retary - Tax & ReveDue

Johtr Perduq TEaswer
Gleu B. Gaiaer III' Auditor
MeEbels of tie West Viryilia btery Coro8ission

\'n\1.r.\\\'lo:iell iolll

sEc 20 2$1
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WEST VIRGINIA LOTTERY
SIATEMENTS OF BEVEIIIJES, E(PE{SES
AND CEANCES IN BETAINE) EA}NINGS

FORTE TTYE MONTE PEEIOD EITDED NOYEI{BER 3{L Z}U
(eF.ssed h Tho!3srlls)

CI]RNENT MONTE

29,64

3J62
sJat
8,349

tu

2t563

5J56
4,101

I
I
I
I
t
t
T

t
I
I
t
I
I
I
I
I
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,l
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Lotley Iseedt3
Or-li.De gsEr3
I!3ta!! gsErs
kcern& vid€o loEe{y

Diree c6ts
Chmi<iqm

Od.lino $E!s
I6lad g6mes

R .Et".kvid€o lorery

Prizes

On-lhEFizes
lDd8lt Fizeg

Ti&etCats

Tota.l DirEct Ccsts

CJr6s protrt

Opsatirg olpfffi
Veodor fe!6 ad c6ts
AdrErtfu hg @d proEotiolj
WaCEs md rBlat d bo.fris
TEI!.!*icalioB
CroFalel,l ard pmfessisrst
Real,al

DeF€lislicd rld aErdizalion
&!cr geotral exposes

O'thr OFating Ir.oE

6,410 $ nJ867Jm sgn
4\44 3?.302
$347 49,t60

401 7U
@m

478/ 
^ffi

YEARTO DATE

35,668
n,ffi

rn258
236,6t4

3pl() 2A0
1r9 rJ30

M99$ llaB9
r56,tr2 u5999

3ru86 t7;16
aJ$ l8J9o

lml

$p?a
35J.s

34818

s,t$ 31J53

2L9n l83t

2F38 rJ78

6230
r&4{14 16j59

85

18rs45 t6950

r854s 169s0

ztt8tt 153,136

tt3twt 83,478

9,857 55,0t9

120

36,5'36

@l

L554
z63r

3,8d)
3'939
rprr

152

4
al
z9l

594 ?09

u90 !6
28 181

tn l7l
ut 55

$29
56 13

44

u@w
78 493

2tl
1t7f6 7980

r,$4

[:2W 15J70

905 I,178
(26) @)

Op€rErirg Income

N€@oF.fadry i!cmf{q!€6€)
InvEstft€nr inc@e
IdsEsl FF."e

Incmrc beforE nonopqalinC dj!F_b'ti@s

No[o!s"ri4 dddb|[iod to drB 516 ofw€d \.dBiDi!

Nel ircoDt

Rdail'd eamirg3, beqiding of p.riod
ReairEd cening8, qd olFiod

K
105

r13F0s 16Jr9

1tjl505 76J19

1SsTs 250

Tbe 'F nTEnlng lol!3 arg e irreSnl
@t of thes€ finllcisl sb&8f!13.

2s0 $
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$ 33,896

WF"ST VIRGINIA LOTTER,Y
STATEMENN OT CASS tr'LOY9S

FOR lEE FIVE MONTE PERIOD ENDED NOVEMBM 30' 2OO1

(ExpEssed h Tbousands)

Cash pceived ftoD custo6ets

Crsh paid to eDployees

cr6h paid to supplie$

Olblf opfadng calh pa},!1qJs

Net crsh Fovidei by (used for) openting aclivities

Ca$ f,o1r,s ftoq rcacapial fiaanciag activities

Traldels to the State of West Virgiuia
DefeEed jachot prize obligations ad relaled ht rEst Paid

C6h used iq Dorclpibl finarcbg activities

Cash f,o],{s &om capital md related fimncitrg acitivitGs

Purchrso offired assets

calh flows froE ilv€stirg activities

Maffiiti* of investne!.ts held in trusl
IqYesrDelt e8d!.gs received

Crsh pmvided by isvestiug activities

InaiEare (Decressg) iD cash and cash equivaleots

Crsh and cssh Bquivaledls - begifiing of Period
Cash ad clsh Bquivalexlrs - eDd of pedod

Q4)

826
EE5

1,6ss

(6E,O70)

101p66

'I 711................::-

Q4,912)

$---- nJri'

2i 01

$ 33Ep9s

4,2r4)
(r8,D2)

(ztLJ75)
108,414

(r17 229)
(s38)

$nJ6n

2000

$ 236,413
(r0)

(6,885)

(156316)
72,182

(108268)
(sr3)

(108J&)

The acaolnFli-ug not€s Ee €! integr€l

!6t of thlse firalcial &aBments"



WEST VIRGINIA LOTIERY
BAI.ANCE SAEETS

(Express€d h Trousarals)
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ASSETS

Cuuent assets

Cash aud cash equivaleuts

Accounts rcceivable
Ticket I.nventory

Othef, assets

Total current assets

l€ssehold implovemgnts ard equipxoent

l,ess accumul-ated deF€ciation atrd a.Bortjzarion

Itrvestments held iq hust
Tohl assets

LIABILITIF,S AND FUND EQUTY

Cuqgnt liabililies
Ac6ued taDsfers to 6e State of West Virgirf a

E*imarcd prize claims

Ac.orlrts payable

Otber accrued liabilities
Total curren liabiliries

Defened jachot prize obligatims

Fuld equity

Retahed eamitrgs

Total liabilitie.s ad fund equity

$ 33,896

5,401

s39
837

November 30,
2001

Jlme 30,
200r

$ 101966
8,118

6E2

111,945

4,213
(2,308)

1,905

6,56E

$___.pq,4E_

s 86,n2
9,997

t,532
1a 141

t t4;148

6,O2n

&,673

45v2
(2,s62)

2,O3O

6,043

$ 17p89
14003
2,140

11F79
421'Etl

5,685

$_pq,4!_

The accompanyitrg noles are a! iDteglal

pet of these finaucial stateme.nts.
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WEST VIRGINIA LOTTERY
NOTES TO TEE FINANCIAL STATEMENIS

NOTE L I.EGISI,ATNTE g{ACTMENT

The West VirBiria Irttery (Lotttry) was esublished by $e State Lodery Act (Act) passed Apdl 13'

1985, which cr*r"a u 
"foia 

nrua in tle State Tte3sllry dssignated as the "State Lt!€ry Fund'" a

compoleDt utrit of the Stale of West Virghia" The purpose of the Act was to e$ablish 8!d implemetrt a

stats-opqat€d lonffy under the supelvision of I state lottery coromission (commission) and a direcor.

The d'nmissi6q 6qgsisting of seven members, and the Dfu€dor arc appointed by rhe Govtrnor. Under

the Act, the Colomission bas certaiq powen aud the duty to estabtish rules for conducdng games' to

select thc type alld number of gaming iystems or gallss atrd to enter itrlo contracts atrd ageements, 8!d

to do all aca rccessary or incitlenra o *re periormance of is duties and cxercise of its Pow€r atrd duty-

to opemte the I4ttery in a highly efFcient rnamer. The Act provides that a mioimum aulual average of
45 perc€nt of the gross amount received from each lonery shall be allocated,for prizes and ploYides for

""ttitt 
ti-itutioos oo expenses rcc€ssary for operation a'd administradon of the lp6ery' To the exteDt

available, remaining ner profits are o be transfefied to the State of West Viryinia As the State is able to

impose is wil ovithe Losery, the Lonery is coDsidered a comPonent utrit of rhe state and its financial

staiements are discretely presenEd in the comFehensive annual fiiancial rePolt of the state'

NOTE Z SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIF.S

A sunrury of the significant accounting policies of rhe tnuery is Fesented below' These policies werc

applied ou a basis consisteqt with that of the PrEceding year.

BAsIs oF PRBENTA'IIoN - Tbe West Vtgtuia I-oBe.ry is a clmpo[enr unit of tbe State of W€st

Virgbia, 8trd is accounted for as a proprietary type etrteryrise fund" In accordance with generally

*dpta aoo*tiog principles, the finaniial suGro-nts are prcpared on the acsual basis of accounting

*uiin r"quiot t"igoitioti of revenue when eamed and expenses whgn incured' As Permitred by

Governmintal eccounting Srandards Boald (645B) Sgtemetrt No. 20, 'Accouqting and Froarcial

Reporting for Proprieu! Futrds ad Other Govemmeural Entides thai Use Propdetary Futri

Accoootiig," tle Lottery- has elected lot to sdopt Fi'atrcial Accoutrtirg Standfids Board (FASB)

swementslnd interpretaions issued after November 30, 1989 unle,rs the GASB sp€cifica1y adopts such

FASB stalgmeDts o! interprebttotrs.

UsE oF ESTIMATES - The prcParadon of the fiEascial statements requires managernent !o make c€rtain

*t,i.u* -a a"vetop assumitions thar affect the amouffs reported il tbe financial stateEe s ald

related uotes o financial statements. Actual results could diffel ftom mrnegemeDt's esdmal€s.

IoTTERY GAME oPE:nATroNs - The West Virgiria l,Eery derives its revenues from three basic tlTes

of lottery games: instanr, on-lhq and video type games fne rcnery develops multiple game themes

u"a prir" i*"nno o coEply with iB enabtirii teeiSutioa ioctodiog aggregate amusl EiuimuE Prize

provisions. netailers anA bonaea agens conprised principally of grocery and cotrvedelce stores serve

L U" d-"ty ai"t iUutiou cbannel ior instant ald on-liqe lottery sales to tbe general public'

Revetrue from ilstlnt ganes is r€cogdzed when game tickers are sold to the retailers' ald the related

prize expense is ,a"oraad U*"d oo-tlte specific g-ame prize strucurc' I]tstant ticket sales and related



WEST VIRGINIA I,oTTERY
NOTES TO TEE FINANCIAL STATEMENIS

NOTE 2. SUMMARY OF SIGNIFIICANT ACCOUNTING POLICIES (contlnued)

prizes do trot iuclude the yalue of free plays issued for the pupose of i.ucreasing the od<ls of winnhg a
pn e.

Sales of otr-lile lorEry tickets are made by lic€nsed agents to the public with the use of computeriz€d
termiuls. On-line games hclurte POWERBAII. a nulti-state 'jackpot'' game, ROLLDOWN, a mulri-
$ate 'loEo" garlle, C'shrs 'lotlo" game, Daily 3 ad 4 'humbsrs" games, and Tlavel, a daily 'teno"
game. Revenue is recognized wbeu the agent sells the tickets to the public. Prize expense is recognized
on the basis of actual drawbg resulrs.

Commissions are paid to iuant game retailers aud otr-litrs' agents at the rate of six alrd o[e quartet
percent of gross sales. A ponion of the commission not to exceed one and o[e quarter p€rce[t of gloss
sales nay be paid Aom unclaimed prize moneys, The aEount paid ftom unclsime'{ pdze moBeys is
qedited agai[st prize coss. In additioL retailers and ageDts arc paid limited bonus hcetrtives that
include prize shares on winnirg tickes they sold and a ticket cashing bonus oD wirning tickeb rhey
cash. On a weekly basis, retailers and agents must reEit amounts due to the lrEery. Retailerr may not
be able to ordlr addirional ilstaot tickets if payment ha8 lot been made for the previous Sitling perio4
wbile atr agent's on-lile tef,mil1al may be reqdered imcrive if payroent is not rEceived each we€k No
one retailer or agent accounts for a sigoificaqt allormt of the Lodery's sales or accounts receivable.
HistoricaUy qedit losses have been nomhal a.nd no allowance for doubffd acrounts receivable is
considered necessary.

Racetrack video lonery is a self-activated video versiotr of lottery gaEes. The keyboard opsrated games

allow a player to place bets for the chance to be awafded credits which can either be rcdeerEed fo! c€sh
or be replayed as addidooal b€$. The coi! opented ganes allow a player to use coitrs or tokels !o place
bets for the chaDce to rcceive coin or tokel awards whicb rDay be redeened for cash or used for replay
il the min operated games. The video lottery garne$' prize struchrcs are designed m award prizes, or
crediB, at I stipulated rale of total be$ playe4 and prize expense is lened against total video q€dits
played The Lottery Eclgniz€s as video lotrery reveDue "gross tenoba.l income" equivalent to all
wagers. net of rclated prizes. Amousts requted by starute b be paid to the private ard local gov€rmeat
entities are reponed as courmissions.

Racetrack video lottery legislatioD has estabushed specific requircments for video lotlery ard impos€d
certain restrictions limithg the licensing for operarion of video louery games to home atrd dog
ncetracks in West Virgini4 subject to local cou[ty electioDs perniring the sane. The legislation
fiHher stipulatei the distsibution of revenues from video lottery games, and requires ary licersed
nceEack to be rcspol6ible for acquidng the lea€ssary equipment and bearing the risk associated with
the costs of operating and mar*etiag the games.

The l,ottery has co!tracted with a private vendor ro Earufactlle, distribute and provide data processing

suppon for i!sta.n[ ard ou-line lorery games. Under the terms of rhe agleement the Lottery pays a
perceqtage of gross levenues for the prcessing and BaiDtenalce of tbe ganes.

I
I
I
I
I
I
I
I
I
I
I
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WESTVIRGINIA LOTTERY
NOTES TO TsE FINANCIAL STATEIVIENTS

NOTE 2. SUMMARY OF SIGNIFICANT ACCOIJNTING POIJCIES (conthued)

cAsE AND CASE EQUwALEN'rS - Cssh ad cash equiYalents consist of hterest-effning deposits with
the Wes[ Vilgida Investroent Mamgemetrt Boad (IMB) and are recoded at fat value.

INVENToRY - Itrventory consists of iDstaff game tickeb available for sale o approved Ionery retailers

and arc ca.Eied at cosl

oTEER ASSETS - other assets co[sisr pdmarily of deposiS restricted for paymetrt of celtaio Multi-state
Lonery Assosiation actieities, and Fomotioml itetls for which re-sale is uot itrtelded

LEASEEOID IMPRovnvIENTs AND EQIJIPMENT - The Loftery leases' under a cancelable operatiug

lease, irs ofEce and warehouse facilities. A ponion of these facilities are subleas€d to the Lnery's
garBe veqdon. The Iattery also leases various office equiproent under aglgements coDsidered to be

""o""trUte 
op"mriog leases. Rental expense for the five months ended November 30' 2@1 aqd

November 30' 2000 apPloximated $231,105 and $15l'7E6, rcsPectively' sublease rental hcome for the

five rooD.ths ended November 30, 2@1 atrd November 30, 2000 approximated $43220 ad $8'479'

res?ectivcly.

Leasehold improvemeob and purcbased equipmetrt, corrprised priuciPally of ofEce fumishings and

equipment rccessary to sdminisrer lon€ry ga-mes, are carried at cost. Depreciation is computed by the

sbaight-Iine Eethod using tbree to ten year lives.

CoMPE{SATED A.BsENcEs - Ths Lon€ry has sccrued $4ry1,000 8Dd $35i'000 for fiscal yea$ 2ml and

20@, respectively, for estinared obligations thar may arise in comection with coEpensaEd absetrc€s

for vacatibn and sick leave at the cufleot rate of employee pay. EBployeej fuUy vest itr aI eamed but

unused vacation- Lr accordance wirh state Persomel Policies' emPloyees ve$ in ulused sick leave only

upotr rctireEent, at wbich time such ulused leave cal be converted ino employer paid premiuos for

$st-retirement heslth care clverage or additional periods of qedit€d service for purposes of
determhhg retir€rDent betrefi ts.

NOTE 3. ACCOUNTING PRONOIJNCEMENT

In June 1999, the GASB issued Statement No.34,'tsasic Fina[ciat Statemetrts - and Managemenfs

Discussion and Afflysis - for state atrd Local GovemmeDts". This statelDent establisies finalcial

Ieportirg staDdar& ior state and local governmens by revising- the- b'sic fimncial stateDeEt

req.ireJents aua abo r€quirhg a menagemetrt's discussio' atrd analysis to i roduce the basic Enaucial

star.nens and to provioe an anatytica overview of &e eotity's financial activities. The LoEery iBteods

to adopt the prorisions of this stalemed for the fiscal yeir ending June 30, 2@2, which is consisFrt

with d; sate of west Virginia's planned &loPtion period. Because the l'onery is an enterydse tuDq tbe

adoprion of GASB Star&enr No. 34 is nit exp.*tea to have a Eaterial effect otr the finaqcial

statemetrts.



WFST YIRGINIA LOTTERY
NOTF-S TO THE FINANCIAL STATEMENTS

NOTE 4. LEGISLATM BTIACTMENT

During the fiscal ye€I ended June 30, 2001 the west vtginia Legislaure approve House BiI loe whicb
included the I innted video Irttery AcL Unrter this bill, up to 9000 video lottery ErniDals will be
plsced itr liEited liceused retailer area.s restricted for adult aBusemetrL These liceDsed retailers must
bold a qualryiry perEit for the sale on prcmises of alcohol or non-i.trtoxicating beer. The Losery hqs

been charged rrith the administrarion, monitoring and regulation of these machines. The additio! of
these rcspolsibilities in firnne yean is expected to genefte a substantial increase in video louery
rEvenBes and related expenses, includilg commission" persoDnel and adEjtristative.

House Bill 102 also contains language tbat chatrges, for fiscal yea$ begiruing on or after July l, 2001,

the State's sbare of racerack virteo lonery revenue as well as the distribution perce*age paid o
raceq'ack and otre other private etrtiry assEialed with the racitrg iDdEstry (See Note 7) after the gross

termiaal income betrchmark amou fo! fiscal year ending June 30, 2001 has beeu DeL

NOTE 5. CASE AND CASS EQUWAI,ENIS

A sunrnary of the amount on deposit with dle wqst VLgitria Investtrlent Maoageroent Boad (IMB)
foUows (in thousaD&):

I
t
I
t
I
l
I
t
I
I
t
I
I
I
I
t
I
I
I

AdouDt on depci! with the IMB

November 30. 2!01

$33,896

June 30.2001

$r0u66

Tbe deposits with the IMB are pan of the State of West VLgida's consolidatetl itrvestEent c83h

tiquidity pool ad are not sepaEtely idenfrfiable a.s !o specific types of securities. Investmeut income is

tro-rabd !o the Lonery at rates sp€cified by the IMB based o! the balauca of the dePosirs naintained

ir relatioD to the toral deposifs of aI 6tate agencies participatiag in the pool. Such fimcls ale available lo
the Lotlery with ovemight Dotice.

NOTE 6. PARTICIPATION IN TEE MTJLTI.STATE LOTIERY

The Irttery is a member of the Multi-State Lou€ry (MUSL), whicb oper*es tbe semi-weekly
POWERBALL jackpot loBo game atrd the tlrce day a we€k ROLLDOWN game, on behalf of
participatirg stale lottedes. Each MUSL member sells game tickets tbmugh its agents aDd makes we€kly

wiro tra$fers to the MUSL itr an amount equivalent to the tota.l prize pool less the amoutrt of prizes won

itr esch state. I€sser pdzes are paid direcdy m the winaen by e€ch Eember loEery. The Plize Pool for
POWERBAI, and ROLLDOWN is 507o of each drawing Pedod's sales, with minirnum jackPot levels.

Revenues derived ftoE the l-onery's participation in the MUSL POWERBALL jackpot game for tbe

month ard yesr-biate periods ended Noveorber 30, 2001 were $3,591,096 ald $48,657,806 whilc

related pdze costs for the same p€dods werc $1J21,475 aDd$242O1,445
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WEST YIRGINIA LOTTERY
NOTES TO TEE FINANCIAL STATEMH\'TS

NOTE 6. PARTICIPATION IN Tm MIJLTISTATE LOTTERY (contlnued)

Revenues derived ftom the Lottery's panicipatio! i! ttre ROIIDOWN game for the month atrd year-b-
date pedods ended November 30, 2@l w€re $672?0 ad $370,539 whjle related prize costs for the

same periods vere $33,875 aud $184,85?.

MUSL places 270 of each POWERBALL drawing pedod's sales in separare prize reserve tuqds that

serve as a cotrtitrgetcy reserve to plotect the respecrive MUSL Product GrouPs Aom unforeseen prize

liabiiiries. Clrrcntly, the MUSL Board of Dteaton has Placed a $52,000,000 limit on tbe

POWERBALL prize reserve fund. These funds can only be used a! the discretion of the respective

MUSL Product Group. Orce the prize reserve funds exceed the designated limit, the excess becooes
paft of that particular pdze pool. Prize reserve fund mooies a.re refuldable to MUSL Product Group

menbers if $e MUSL disbads or, after one year, if a member leaves the MUSL. At NoveEber 30,

2001 the POWERBALL pdze reserve turds had a bala.uce of $77,000,0@ of which the Irnery's share

was $2,979,140. The Lottery has charged amouts placed into the prize resewe funds to Prize costs as

the plated sales bave occurred

NOTE 7. RACETRACK VIDEO IOTTERY

The Racetrack Video l,ottery legislation stipulates that sixry-six percent (6670) of racetrack Yideo lottery

reveDues, Det ofpdzes Gross temilal income) and lonery admidstrative costs (such costs limited to 47o

of revelues), shall be allocare4 h tieu of commissions, !o: the rac€tracks (477o): other privae eudties

associated with the mcing indLstry (l1Va); afi the local county goverDments (27o). The remaining

income (3470 of gross lermilal revetrues less adei.!.isEadve costs) froE racetrack video lonery shall be

Eade available for transfels to tbe State as specified iB the Racetrack Video Lottery Act or subsequent

Stare budget, as described in the Note 8 titled 'T'Ionoperating Dstributious to the Stat3 of West

Virgida.'

The Racetrack Video Lottery Act s,as a.metrded in 1999 and requl€s for fiscal yeers begiming July I'
1999 rhe local county government share (27a) be split 5G50 wit! ircorpomted Eunicipalities for cerAin

tracks after tle effected tracks bave met their frscal y%r 1999 net tErmiEal reveoue bercbDark

The Racet'ack Video Lottery Act was i[ther also amended in 2001 and requires for fiscal years

beginning July I, 2OOt &at eacb mcks sharc be rcduced to 42qo as well as a27o to one of tbe privale

"oitio 
associ;t d rrith rhe racitg industry after each tracks aet terminal revenue has leached the fiscsl

year 2001 rct telmilal revenue bencb.Da.rk In addition, afer the frscal ye€r 2001 benchmark is Eet' the

47o for srrminisuative costs is to be tratsfered to the excess lottery reveoue fuldi a t0% surchsrge is

deducted (587o will be traDsfelred to the state excess lottery revenue fund and 4270 will be beld by the

Lottely in a sepsrate capiral reinvestuetrt fund) from goss termi[al revenue. Amoutrts from the caPital

reinvestmeot fuld roay be aistriUutea !o each racetrack if qualifying expenditures are Eade within the

statutory timefraoei otherwise a.mounts accumulared in the fund revert !o the state excess lottery

r"""ooi fuod- A tu--r.y of ncetrack video lorery revenues for tle Eotrt! eded NoveEber 30' 2@1

and yesr-tedate follows (ir thousaDds):

t0



WEST YIRGINIA LOTIERY
NOTES TO TEE FINANCIAL STATEIVTENTS

NOTE 7. RACtsTRACK VIDEO LOTIERY (contlnued)

I
I
I
I
I
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Curftlt Month

zlmt 2lm
:er !s !c@

zxn ?!m

Total crdh8 played

Cledits (Fiz€s) wo[
Gross te(Eilrl iDcoEe

Adloillistrarive cosB

Net T€di!!.l InroEe
L€3s di.stdbution to ag€lts

Video lotta{'y reveou€s

$236636
(9,469

4a.n r.r1

(149,v33)

$534p19
(,tEg,4m)

s373394
(34t392)

w60p6
(25?3,6s0)

nsD316
(1,849,r l8)

gsAa
(1p17)

s32,N2
(tpz)

$17325E
(3503)

w612
@7e4'

$31,010

@,467)
$r69Jss
(r laBE)

A sun]mary of video lotsery revetues
legislation follows (in 6ousads):

-_cr3g_ $ 10543 $fl234 $rJl7

accrued or deferrEd for certain state futrds !o colform with the

t ottrry FuEd

TolIisE ProEoiion hnd
Vet6a.E3 MgEorirl Arcblves
JobD F."JocK Baoreu Fund
D€partocDr of Ad$idisEorio!

Totd traderg

November 30. 2001 Yer-to DaIe

$68J51
q8rs

100
2A

................

-_$7/88

$3,t44t'rf

4N
$14,828

NOIE & NONOPMATING DISTRIBI]TIONS TO TEE STATE OF WFST VIRGINIA

As rcquked uqder its embliry legislation, retahed earnings of the lottery may not exce€d $250,000.
Therefore, the Ionery periodically uansfen $nplus funds, exclusive of amourts derived from racetack
video loEe[y, to the Srate of West Virginia in accordarce with &e legislation. For tbe year ending Juue
30, 2002 the Stste l€gislatue budgercd $186,562,158 of estimated profits of the l,ottery for
distributions to designaEd sp€cial rcyeDue accomts of the stale of wesc virginia- The enabli.Dg

legislation specifies that requircd payments to the Wesl Virgirfa State Buildi.ug Commission and School
Building Authority for debr sewice have priority for paymeot in instarces wheu estiDaEd profits aIe not
suffrcie$ to provirle for payment of all budgeted distributions. Duriag the mofth ended NoveEber 30,
20ol the Lottery made such distributions a[d acslued additional distibutions of $16,8@,860. The
l,onery do€s Dot have a legally adopted auual budgel

Siqc€ the elactment of the Racetrack lfideo Lottery Act, tbe Lotlery iB also staurtodly rcquiEd !o
distribute income from nc€track video lottery operatioDs as descdbed in Note 7. As of November 30,
2001 rhe LoEery accrued additional distibutions relating o racetrack video Iottery opratiols of
gn1A34.

I
I
I
I
t
t
I
I
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rgEST VIRGINIA LOTfERY
NOTES TO TEE FINANCIAL STATEMEI'{IS

NOTE S. NONOPERATING DISTRIBUTIONS TO THE STATE OF WF.ST VIRGINIA
(conttnued)

The RaceEack video LoEery Act stipulAtes that video loEery revetrue.will-be distibuted as follows:

fru.y fuoa ai"Utotions as specified ia the State budget (3070); Tourism.Pronotion Fuud (37o); and

the Veterans Memorial Fun4 the Veterans Memorial Archives, the Joh! F 'JacP' BenaeB Fuo4 or the

Oepartnent of earniuistration ( t 7o). A suxomsry of the cash disFibutions made to cefl8in state ageDcies

to coDform with tbe legislariotr fouows (itr thousads):

BUDGETARY DISTRIBUTIONS

Irtterv Futrd
Buesu of Sedor Services
Department of Educatiotr
Edicatio@l Broadc€sting Authodty
Ubrzrv Commission
Highd Rf ucatiotrcenn-al offi ce
Tourism
Nanral Resowc€s
Divisiotr of Culbre & History
Deparment of Educadon & AIts
Buildirg coBmissioD
School Building AuthoritY

Total Lotl€ry ftnd

Excess btterv Fund:

Genenl Revenue Fund
Total Excess tn$ery Fund

Total Budgetary distributions:

VeteEns lnstaff Tickel FuDd

Racetrack Video lattelv distributions:
Toudsm RomotioD Fund
Vetera.Ds Memorial Archives
Jobtr F. "Jack" BeureE Fud
Depsrtment of Administratiotr

Total
Total nouopemiing distributiols to the

State of West Viryinia (caslt basis)

Accrued Dotroperatitrg distributions' begiuing
Accrued DonoP€raliDg distributions, end

Total uonoperadlg distributioDs to the State of

West Vtgilia

November30.2001 Year-to-Date

$3.623
3.288

3lE
'174

3.720
1,208

44
729

1.000
1.800

$l6Bo0

$35.9s5
30J20

2,6@
9,752

39.515
tt.829
6.503

" 
s't 1

6.965
5.@
9.000

$165y'30

$16,900 $166,15s

ca,

1,2&

414
r,654

18,646

(23,349)
23248

$18.545

$501

" 
o-ro

1@
20

L5U
10,573

lTI229

(869'12)
)a )atl

$113,50s

1,



WESiT VIRGINIA LOMERY
NOTES TO TEE FINANCIAL STATEMENTS

NOTE 9. DEFERRED JACPOT OBLIGATIONS AND IIWESTMENTS ERI.N IN TRUST

Prior to becoming a member of the Multi-Stale Lo$ery in 1988, the prize structrle of certail games
operated solely by the l-otrery iDcluded jackpot prizes. The t odery, at its discretio!, could choose to
award such pdzes i.n the form of either a lu.Ep sum paymeDt or in equal irsrall@ents over a p€f,iod of l0
or 20 yesrq Srough November 30, 2001, the Lottery bas awarded twenty-ole deferred jactpot pliz€s
totqling appmximately $2E,86EJ86. Deferred prize awards werc rEcogniz€d as prize liabilities
equivaleut to the Fesent value of fuffie prize payments discounted at intersit rates for govemment
secEities in efrect on the date prizes were woD. The iEputed hterest portio! of the defened prize
awards is calculated using the effective i-utercst Betbod a! rates ranging fnm 7.114o to 9.134o. A
sunmary of the preseot value of the remainiqg obligations for deferred jackpot prize awards follows (il
tbousands:

I
I
t
I
t
I
t
t
!
I
I
t
I
I
!
I
I
I
t

Prcsent value of defe[ed prize awad obligarioas:

Dscouuted obligatioDs outstandilg

Inputed iltercst acqued

Total Defefied Jackpot Prize Awerd Obligadoos

Novemb€r 30. 2@1

s5,452

233

Jr.Ee 30. 2001

$5,?E4

236

$6"@0

Tbe l4tery h8.s purchased long-terE hvestmetrb consisting Fincipally of zero coupon govemmetrt
se$rities to fotrd defercd jackpot prize award obligadons. Such i.oveshents are maintained in a
sepamle Eust filnd administered by the West VLginia hvesment MalageEent Board on behalf of the
LoEery ad the jackpot prize winners, with inveshe rDaturities approxiEating ddercd pdze
obligation insailment dabs. Investuents are c{ried at fair value deterEined by quoted narket pric€s
for rhe specific obligation or for sinilar obligations. Changes iu fair value are included as pan of
irvestEoent income. In accordance witb Statemert No. 3 of the Govemmetrt Accounthg Standards
Board, these itryestuerts are classified as to level of risk in Category 1, which iacludes investments that
ale irsued or registere4 or for wNch the s€curities are held by the Sore or its ageut i[ rle SE[e's mme.

NOTE 10. RETIREMENT BENEITIS

All firll-time Lo6ery e|aployees are eligible !o participate h the State of West Virgi.oia Public
Enployces' RetircmeDt System (PERS), a cost-sharing Eultiple-eEployer public employee rctilement
system" The PERS is orc of several plans Fdminisler€d by the West Virginia Consolidated Public
Rerirment (CPRB) under the directioD of ils Board of Trustees, which consiss of the Govemor, State
Auditor, State Treasurer, Secrekry of the Depatueut of AdministratioD, ald line merd€rs appohted
by tbe Govemor. CPRB prepares separately issued fiDancial statemens coveriag all retirenelt systeEs
it adnidstels, which can be obuined from Consolidatetl Public RetircEent Boar4 Buildiag 5, Room
im0, State Cspitol Complex, Charlesto!, West Virginiia 253054720.

t3
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WEST VIRGINIA LOTTERY
NOTES TO TEE FINANCIAL STATEMENIS

NOTE 10. RSIIRHVIEI{T BENmTrS (corthueal)

Employees \vho retirc at or after age sixty with five or nore years of contributory service or wbo retirc

at 6r ifter age fifty-five anrt havl conpleted tyenty-frve years of credited service are eligible for

retirenent benefrs as estabtished by stare statute. Retircmenl beBefrs are payable monthly for life, in

the form of a straight-ti[e a$uity equal to two Percent of the employee's final average salary'

nr:ltiplied by the numuer of yeers oi the employee's credited service at thc tiEe of retircmeDl

Covered employees are requircd to contribute 4.57o of their salary to the PERS' The Lottery is required

to contribute 9.370 of covcred emPloyees salalies to the PERS. The required employee aod-empl-oyer

contribution percentages haYe been eshblished a|rd changed ftom time to iime by actiotr of the Sale

LegislatEe. Th" reqt lt"d conributions arc achErially rteternined; however actrarial YaluatioDs are

p"ior*a to assist the I€gislaturc in dcternining appropriate uullles' -fr" Lottery 8qd employees

contributions, for the period eding NoYemb€r 30, 2001 ale as follows (in thousa[ds) :

lrEcly contributions (9J7o)
Eqployee contributions (45%)

Total co!tributiols

Noves$er 30.2001 Year-to Date

sl8
a

$128

NOTE 11. RISK MANAGEMBTTT

The IrBery is exposed o various risks of toss Elaled to bnsi fteft of' or dsmage to, and destruction of

assets: er;rs and'omissions; itrjulies !o employe€s; aud nanral dissstErs' The Lonery Participates i!
r""oi 161 m,nagenent prograns admidsterei by the State of West Virginia' Each of rhese risk pools

nu"" i*to"a ."puit uu.it"i n"*cial rePorts on is operations. T..t-t: *.po* include the required

*ppf"-*t-y i"f"-tton concerning the reconciliation of claims liabiiities by typc of co!tr8ct ad ten-

i; cl"h development idomad;. Complete financial state.m€nb. of the individual iruurance

lotopti"" n-0" *i U" obtained directly fron their respective adminishative offices'

WoRKERS' COMPEI\SATION rUND (WCF)

West Vtginia opentes an exclusive shte-msnaged Wqrkers' ComPeDsation IDsuralc€ Fuld (WG)'

"ni"U 
tJ* tu"i p.i*!e insuralce corqpanies 6mot offer 

"overage 
to emPloyers' In accord$ce with

Chnpter 23 of the fuorkers' compensarion law (the Law), getrerally' every eEPloyer who has I Paymll

-ni no"" *u."ugB except for ;mPloyers h the agriculural hdustry- with five or fewer employees'

volunteer orgeni"iiens, dbmestic worten aud employers qualifyhg for territorial coverage' wcFs
eeseral obiJtive is o pmvide a prompt and equita'Ute systern toi compeDsatioD for injury t*t3io$.'
A;-";G;; -a si,*i"g out of'employmeat- west vnginia code $214-3 €stablished the

compensation nogr"ns perforroance councii (tbe Performance Council) to ove$e€ the unemPloymell

"o.p.*"tioo 
,yrtit and the workers' collpensatiotr systeE. The.Performance Council is reWomibte

iot ^roor-"nii"g legislation and establishing regulations designed. to ensure the effective

'i-iii"tration *J go-ad Yiabiiity of WCF;-aPproval of base prenium rates and amlyzing



WEST VIRGINIA LOTTERY
NOTF.S TO TsE X'INANCIAL STATEMENITS

NOTE 11. RISK MANAGEI{U\IT (conthued)

oppqtotrities for inbmal opemtional improvemetrts. Tbe WcF risk pool retains aU risk relacd !o the

compeDsatioD of injEed emptor€€s under the prograD-

P(EIJC E\4PLOYES' INSURANCE AGEI{CY @EIA)

The LorErJ panicipat€s in the Public Employees' Ilsursnce Agency which proYides a! eEployee
benefit iruuance program to eEplo)€es. PEIA was esublished by the Stae of West Vhginia for Starc

ageocies, irsinrtions of higher educationq Boards of Education and coEponent uDirs of the StaE. In
addition, loca.l governmenul entities atrd certain chariable and public service oryaoizatiols may request

!o be coverEd by PEIA, PEIA provides a base employee benefit insuraqc€ progam which imlodes
hospital, surgical. najor medical, prescription drug and basic life and accideutal death. UoderPriting
and rare setting policies are established by PEIA. The cost of all coyerage as determhed by PEIA shal
be paid by the participants. Premiums are established by PEIA and are paid monthly, and arc depeudeft
upo!, smong o$er things, coverage required, number of dependents, state vs. notr state employees atrd

active employed vs. retiEd eloploye€s. Coverage under these prograos is limited to $f m ion lifetime
for health and $10,000 of life insuance covemge.

The PEIA risk pool retaiqs aI risks for the herith aud prescription features of its irdeErity pl,l. PEIA
brs foIly husfeqed the risks of coverage m the Managed Care Orgalization (Mco) Plau to tbe plan

provider, and bas tsalsfeIred the risks of rle life i.nsurance coverage to a thfud party insursr. PEIA
presently cbarges equiyal€nt Planiums for participatrts in either the indemnity plaa or tbe MCO Pla!-
Alogether, PEIA imures approximately 205,@ individlals, including particiPatrts atrd dePend€nb.

BOARD OF RISK AND IMIURAN@ MANAGEMENT (BRIM)

The Lodery pqticipates i! the West Virginia Board of Risk ard lDsuranc€ Malagement (BRIM), a

common risk pool cu[ently operating as a comrtrotr risk management and illsttraqce Fogram fo! aI
state agercies, coroporc urits, atrd otber locrl govEmEental ageocies who wish to participate. The
Lottery pays a.[ a$ual premium to BRM for is general iusurance coverage. Futrd u8delwdtilg aod

rate settitrg policies arc establisbed by BRIVL The cost of all coverage as deterBined by BRIM sbtl b
paid by the participatrts. The BRIM risk pool retains the dsk of the fust $l milliou per property eYent

and purchases excess ilsuraoce oD losses aboYe thar leYel. Exc€ss coveragg thrcugh an ouBide itrsln€f,

under rhis progran is limited to $200 milion per event, subject to limits otr certaio ProPerty. BRIM has

$1 Eillion per ccunerce covenge Eaxirnum os alt tbird-party liability claims.

NOTE 12" SIjBSEQIJENT EVENT

The Louery was name4 anoDg other parties, in a civil action filed on July 19, 2@1, whereby a request

for a preliminary injunaion was made by a group of plaind-ffs which requestod tle Irugry discontinue

aU video lon€ry operations as a result of the passage of House BiI l@, which ilcluded the Limit€d
Video Lottery Ac! (see Norc 4), which was enacted and became eff€ctiYe Apdl 21,2001. The Udted
state6 Dstrict cout of southem west virgiai4 by order dated August 31,2001' dismissed the case fo;
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WF"S"T VIRGINIALOTIERY
NOTF,S TO TEE FINANCIAL STATEMENTS

NOTE 12. SUBSEQUENT EVENT (confmued)
t
I ,*o or;**ctioD. on september 24, 2001, the Plabtiffs apq${ tlis oraer in the udted stabs coun

of Appeals for rhe Fourth ciJ;Th;;;;td inttt"ou oi tn" ron"ty have-nol been'adjls@d for the

f :H;iffii';;' 'i -v, ^ 
tl" ut"urtood of an udavomble outcome is not determinable'

I
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II- To: Honorable Earl Ray Tomblin, SenaLe President

- Honorable Robert Kiss' Speaker of the House

I HonorabLe Members of the Joint Cc'tr@lttee oD GoverDnelt
_ and Finance

I nto^t Elten c.tark, c.?.A.
I Dlrector Budget Divis ion

l-egisLatlve Audito4's of ficea ?./
I o.t", January 3, 2oo2 t/

I Re: West virginla Unexployment conpensation Tlust Fund
I

We have revie{ed Lhe monthly reports of the Unemployment

I Compensation Trust lund He received from the Bureau of Employment

I Programs.

I For the fifth rnonLh (Novenber 2001) of Year 2OOa-2002, the trust
I fund cash flow was as folfows:

t
I
I
I

Trust Fund Beginning Cash Balance 'l-1-200L s23'7,25O,r43.'18

ReceipLs JuIy 1, 2001 thro Novernber 30,
2AO1

958, 461,209. 97

DisbursenenLs
2001

uuly 1 Lhro Novenber 30r s49r405,?50.04

Balance Novenber 30, 2001 9246,305,603.7 t

(This balance is S 18.212,630.29 higher than at same ti.me

I 
nurt"d in l:he last fiscal Year.)

I
I
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TTEMS OF NOTE:
Regular benefiLs paid for
S 8, 558, 829.09 nore than

Receipts are $ 53 L, 02B.93
Overafl disbursements are
2000.

.lu1y - Novenber 2001 are
lhe preceding JuIy - Nove&ber 2000.

more than the previous July- Noverber.
$8,678,506.48 MORE than JuLy - November

I
UNWPIOYMENI RATES:

West Vlrginia's une.nploynent rate for the month of Novenber 200L
was 4.3 percent. The national uDellploynent rate for Noveaber
2001 was 5.3 percent. Seasonally adjusted unenplolment rattes
were 4.5 percent for wesL viiginia and 5.7 percent nationalLy.

Durlng the past year west Vlxgini.a's economy has declined by
4,400 jobs. The galns Here 3,400 jobs in servlces' 1,300 in
mining and 200 ln flnance, insulance and real estate. I-osses
include 3,800 in nanufacLurlng, 2,600 in trade, 1'300 in
congtrucLion, 900 in governEenb and 700 in transportation and
^rrh1 i^ rrtlllf iaa

During the past year, the nationaL econorDy bas decllned by
1,394,000 jobs. The losses lncluded 134,000 in transportaLion
and public utilities, I,221,AOO in nanufacturlng and 116'000 in
trade. The gains were 19,000 in mining. 71,000 in construclion,
283,000 in sexvice producing, 61,000 in finance' insurance and
real- estale, and 404,000 in goverrunenr.

I
I
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FINANCIAL CONDMON OF THE UNE|l/IPLOYMENT COMPENSATION TRUST FUND

MONTHLY sTATUs REPORT FOR THE JOINT COMMITTEE ON OOVERNMENT AND FINANCE

FORTHREE MOTITHS STARTING NoVEMBER 2000 AND NOVEMBER 2001

SEPTEIIBER ()O OCTOBER {)O NOVEMBER OO SEPTEMBER 01 OCTOBER 01 NOVEIVIBER 0l
THREE MONT1I

TOTAL VARIANCE '

Salanoe Forward

\dd Rscslpts:
Bond Artotament
Regul€r ConlrlbutonB
Eiondsd B6neft Fundg
Emergencf UnamPloym€
ucFE (Fedsral Agencl$)
R€duc€d T€x ClBdflb
Ra€d Ad Funds
TGasury lnteroal crodib
UCX (lvlllltary Agencl66)

Total Monthly ri€c€lpra

Le8s DlgbrllgementB:
D€bt Bond Ropaymenl
Regular B€nefl3
Exlgncl€d Bonentg
Emelgancy Bonsi!8
ucFE (F€de€lwork6t3)
UCx (N4lft6ryWodGrB)B

Olh€r Adluatsnents

Total Mo hly Dllbureem

Trust Fund Balance

&22tt 9l1ll?

$2.461.64
s890,628 76

$0.00
$0.00

$50,000.00
90 00
$0 00

$3,&0.708.04
s&0,4@.!!

v3l2,J'9.ja

(R6drcd)
s7,416,952.51

80.00
($328 00)

$51.1?8.19
$111,165.85

$0.00
$o@

$zLz€158-i9

$2?2,@;38€.SE

s222.04/1368.88

$1,033.4S
s7,491,16197

$0.00
$0.00

s75,000.@
s0.00
$0.00

$594.707.00
s150'0!!-00

$!9r902.4e

Gotlrsd)
$7 ,67A,a24.62

$0.00
(s849 00)

s85,187.88
s12A,95172

s0.00
s!o

$7 a88 315 32

t222,{RZ,!4C,A9

s2214A7 .9/E.SA

$7O 74
$12,506,19184

s0.00
s0.00

$125,000.00
$0.00
$0.00
$0.00

$1!0.000-00

s12332@234

(Rotr6d)
8,552572 4A

$0 00
(s8s0.00)

w,720.27
sl18,432.20

$0.00
s-oq

$zl!ru3l.95

$22E*03?,923.4:l

924A2X2110.8

94,084 M
$1,135,002.20

s0.00
90 00

950,000.00
$0.00
50.00

$3,903.138.12
$xD.@0-00

EJSZPJ.B

s243.883J3r.82

$458.85
$8,334, 188.55

$0.00
$0.00

950,000.00
&0.00

5581,018.00
$0.@

s150.000 00

@.1r.51u3.4!

t2r4oT|,azlrl

s140.19
$12.556,553.81

$0 00
s0.00

$50,000.00
s0.00
$0.@

s14,212.N
8150-0!0-0!

sl2z0l!5-10

(Rancd)
910,947,993.92

$0.00
(t2,018.00)
s58,885.37

$138.102.78
$0.00
gr00

$1J-342-9ZA-04

i24!3q€,9!3.21

$!!,12L091.37

$317 21
s1.128.739 70

50.00
s0.00

(s100,000 00)
$0.00

$5€1,018.00
(s318,064.92)

s5q.00p.00

$1142-0!9ll

$4.396,318.78

(s3s1.00)
(s80,271.87)
$75,917.60

$0 0!
s0 00

$4,411J71.51

iQ4101,62S.85

(RoUrEd)

$7.6r7,76889
s0 00

(s2s5.00)
951,U7 20

$120,991.e3
$0.00
$!.m

$243.991d11-.!2

(R6rlred)
s7.876,913.58

90.00
(s345.00)

$59.572.00
s166,3m 86

s0.00
@-a!

gll0r-!G?24

t2#-qLaa,g8

.ThrB6monthtolglv6'janc€co|umnl5hedIfloranc€belws€n$ssUrno|th9prov|ousy€aig0rsemonthsdstelbl69chcat6gorandthadJn€nty€aislIr6€monlh9d6tdTh6pFogo
ol ths r€port ls to show glgnl5c€nl chan€Ps h roc€lpts' dlgbur3gmanla or bal9nc€6'
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II To: Honqable S€oator Earl Ray T@blia S€mle Presidetrt

- Honorable Delege Robqt Kiss, Sp€aker of the House

I uonoralle Members of the Joim conmifree otr Gov€rnm€nt ed Fimuce

I From: EUer Clarlq CPA

I Dircctor Budget Dvision
- l,esislsdve Audftor's Offic€

I *, January 3,2002

I R"' Workers' Conpetrsatiod Trusl Frnd
I

We have revietr€d the monthly repofl ofr€caipts aad disburseEenb for the Worken'

I Conp€ssdion Trust Frmd for the month ended November 30, 2001. (FY 20Ol-2@2)
I

Total receipb tbrough the fifth month ofthe fiscat yea are $ 209,84a708.78. This amount is

I S 119,ffi29l.52 LESS thnn the le@ipts reported for tbe July - November period offiscal year
I 2000- 2001.

I U"U^*tetrts psid out for th€ five moatbs are $ 309,732,'M3 04. This amorml is
r $ as7s1987.69 HIGHER th- July - November ofthe las fiscal year.

I fora ua.ioi"t 
"tive 

experses for tbe five months are $ 20y't3,146.18; tffch is $358,082.78
- VOng rhrn July - No'vqnb€r of the gevious fiscal year.

I * "t** 
trust futrd bslan€e as ofNovenber 30,2001 was $ 1,ffI-:695537.4 Atth sam€

- date the previous fiscal year the tsu$ fi.ud balalce tas $ 12O2,A6JTLOB Tbe differetrce is a

1 $19,930,634.68 DECREASE ir ending trust fiId balatrce.

T
Th€so cslculations sre based tpon -sh received and cash disbuse4 (i.e. simifar b a checkbok

I register). Accrual bss€d calculatim wurld cbng€ th frnFnci'l dq'te significartly.

I

loil Amiflzz oa Qwz+otezl aad tli.l4a@
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WOBKERS' CllMPEIiSAIIOIII TUND

UIIAUDTTED STATEMEI'IT llf RECBPTS AI1ID DISBUBSEMEiITS ICASII BASIS)

FOB TIIE THREE M(|IITIIS STAITIIIIG SEPTEMBER 2l|||O AND SEPTEMBER 2O||1

ENDII{G

MOIITH ffCEFTS OFBIIRSE/|EI{TS BAI.,ANCE

BAIANCE r08WAR0 ' 01,101,711,071.44

sEP 2001 4 111,M3,m2n 0 68J88"8b240 1,033,201,1181.88

ofi mol L8Fp"s143l 83,S5e048.8? 871,883.88S.42

N0v200l 88.@7,2n$ t0,276,800r3 1,00a8€5,E37.40

T0TAUi 080,178,888.2! 0178,104,600.28 lllA

' Balelca l@wad snol[ hrbdrs 0210J00,000 tdEhnd ftin ths coal wotkors' PlEfnlc&ilsh tutdh osrtm!€t 1880

llotoi AEilsl hs$ finsrdrt h !fl@ddtt codd dlldftrrltlY clErgo lllo dlh Forldsd.

Tld! lgllrl tEldls tlE Wdtrrs' Cdnpa8sdd| Futd drd th DhEHd Worlors' Bolol tEd.lt d$s nst iidt ds tlE EnIIqsr'
trc€ls tlr$ltv tEd d tlE cosl.Wot&ds' Pna$EcsrM! ttllL

BESBFIS ATO DISBUNSEMEUTS

ENDI'I0

M(}ITTH RECAPTS DISBURSEMB'TTs BAIIIICE

BAIANCI ToRWARD ' 0l,214,1 I 1,203.88

Srp 2U00 I 47.,t81,816.76 t 60.738,426.45 81110834,39428

0cT2000 40,4s7,41$ 6288,45440412n7,85tr.U0.27

t{w2000 50,013,288.88 66,4511317.0601,M824V@

mTAts gl47J4a188ll0 0168527,10u0 fla

8E[EnrS

WCF sEl.J"lNsUREns ToTAI

ADMINISru E

EXPENSE

I 4A,87L8/,L78 | 8,906,188.80 156,778.03S.00

48.082887.51 7,4789m.@ 66,668,808.20

61.260.528J8 8,11L781.72 6S383J08.10

3,886,682.87

4.2n5,687,N

4,188,7SO87

0t48.208,288.87 024,4r3.8S8J1 0,|70,700,!66.S8 012,320J4t.23

||,ct sBHN$nEnS T0TAL

ADMINISTMIIV!

EXPE ST

0 63.09050131 0 8.088.384.00 083,078,S86.31

80,208,04S32 9,778,108.78 70,046,760.01

53.781,012.23 0541,310i3 83,$3,AZ7B

3,878,28r.t8

3,882,3S7.06

4,4f'3,N7 JE

0t07,162,16338 928J06,813.32 0l€8.467,088.88 012.042J55.83
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I uenorandum
I

To: Honorable senator EarI Ray ToEbIin, seDate PresldenL
I Hono.rable Delegate Robert Kiss, Speaker of the House
I noDorable uembers of the .loint ccemitLee ou Goverruuent and

Flnance
I
I rtot t EIIen claik, c.P.e. €<-

Directar Budget Divielon

I "egislative 
Auditor's offj ce

t o"a", January 3, 2002

I
I n", Status of General Revenue nrnd Decenber 31' 2001

- We have reviewed the cash revenue flows of the Hest Virginia
I g"n"t"I -revenue fund fox the EonEh of Decenbex 2001- The status of
t rhe fund coiiecc.ions are as follows:

I tn" net vear-to-date collections are 103.1138 of Lhe estimate for
I th" fiscil vear as of Decenber 31, 2001' Eht a@rt oY€r eEtLEat€

I 
t" I ir3,144;101.8? f,or the vear.

I coo.r-.o aal'ea t8.r co].lecbl.oas are 8?93,5{5'5? Btrff the estinate

- for the year. Collections of consEqer sales tax were 99'828 of the

I yearly est jilate-

colpoEate oet i.!c@g Lax collectlons are at 110'a5g of tlre
| ""tfo.te.I

PeEsoEaf. Llcooe tar co].leot:lotrE f,or ituly - Decegb€r 6re at 1O{'{5t
I of the est jrate.
I

fud Aao&e a, fuieur,t zl a.td tk.4a.re
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The general revenue collections fox the first six nonths of thisflscal year 12007-2002), conpare to previous fiscat years astoflows:

Date:

Decenicer 31, 1993
Decernber 31, 1994
December 3L, 1995
Decemlcer 31, 199 6
December 37, l-99'l
December 31, 1998
Decenber 3I, f999
Decerber 3Li 2000
December 3I, 2001-

The Special Tax Reselve
of Decernber

Perce[t of, Yeadv EstjtEat€ Coltect€d:

99.902
105.70E
100.84*
102.808
r02 .242
701.248
98.758
98.918

103.438

$23, 625 ,035
In come
96 as

Fund had a cash balance of
3t, 200t .

The Rainy Day Etnd
balance of S63,178

Shortfall Reserve
of December 31

Fund) had a cash
2001.

(Revenue
308.63 as

Balance July L, 2001 26,625, O35.96
Revenues July-December 2OO1 00,000,000,00
Disbursements Ju.1y-Dece0ber
2401

00,000,000.00

Other adj ustrnents 00, 000, 000.00
BaLance Decedcer 3L, 2001 23,625,O35.96

Balance Jufy 1, 2001 '79,085,243.86

Revenues July L-June 3A, 2OO2
Surplus from 2001 (transferred
B-1-2001)

+ L5,755.064.'t7

Dlsbursenents .tuly 1-June 30,
2OO2 Laan to General Revenue
(tranaferred 7-6-200L ) toan
repaid on Septernber 21 , 2AAI

40,000,000.00

40,000,000.00+

LegislaLive Appropriation forflood refief (House Bilt 402)
Passed Augusl 8, 2AOI.

- 30, 162, 0 00.00
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tegi slative AppropriaLj on (or
flood relief (House BilI
512 ) to Governors Civil
Contj.ngent Fund October 1,
2001 (signed by covernor 9-25-
01)

1, 500, 000 . 00

Balance December 31, 2001 63, 178, 308.63

State Road Fltnd

The cofl-ect.ions in the etate road fund are at 1O1.O7E of the yearlyestimate as of Decenber 31r Z0OI. This translales to ;53,160,107.37 excess over the estimate.

The cateqory over the egtlnate ts the privilege tax irhich lscollected on the certifi.cate of title at the time a vehlcle ispurchased. ThIs category is $ 8,608,194.28 over the estirate.
At this same tiine last fiscal year, col.Lections were at 96.322 ofthe estirate.
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GENERAL REVENUE FUND PI 2OO1.2OO2
Monthly Rov€nuE Estlmate8, July 2001
as of D€cemb€r 28,2001 VITVFIMS

I I I II I I

AOURCE OF REVENUE
MONTH

ESTIMATES

NET
YTD

COLLECTIONA

YEARLY
OVERA',NDER

ESTIMATES VS
ACTUAL YTD

COLLECTIONS

MONTHLY OVER/
NET UNDER ESTIMATES

MONTH VSACTUAL YID
COLLECTIONS COLLECTIONS ESTIIVII{TEg

Bushess & Occupallon Tax
Congumsr Selgs Tax
Personal Incom€ Tax
Llquor Profil Transler8
Raclng Fseg
Bger Tax and Llc€n6e8
Clgarette T6r
Estqlo and lnherltance Tax
Bualnea8 Franchlas Fsea
Charter Tax
Usg T€x
Property Transfer Tax
Proporty Tax
Cash Flow Transtor
ln8uranc€ Tax
Department6l Colloctlong
CorporEle n6l Income Tax
Canlet Incomo Tax
Mlscalleneoug Rscolptrg
l\,llscellaneouB Transf€rg
lnleresl Incomg
Vldeo Lottory Transfore
soverano€ Tsx
Buslnoes Flanchlse Tar
Telocommunlcations Tet
Smokdoss Tobscco Tax
HB 102 - Lotlory Trsnsfer9

TOTALS
MhuE Csgh Flo.J Translsr
TOTALS
Percent ol Eotimatos
Collootiono lhlo dey

16,753,057.06
73,834 ,U7 .35
75,426,088.48

0.00
0.00

517,18.82
1,708,298.00
2,197,694.85

17,007.40
50,112.11

4,814,130.82
622,374.10
69,921.49

0.00
58,019.8S

412,8r'.3.80
15,438,534.00

0.00
r06.359.85

0.00
s09,034.70
139,036.54

16,778,853.S8
18,813,57S.48
2412,339.10

0.00
18,600.00

24,497,087.58
0.00

2A,aS7 ,097.8
100.48%

$24,668,030.23

80,516,284.63
435,305,454.43
472,610,309.83

3,637,5S3.08
450,000.00

3,767,9o1.13
16,315,868.82
8,7M,8n.06

557,674.tO
2,588,1U.23

38,678,983.S7
3,517,317.64
2,079,031.65

0.00
29,218, 1.19
2,411,879.4',1

64,305.836.60
0.00

1,799,288.36
251,438.55

i3,750,183.36
519,064.04

70,N4 ,505.74
5.t ,423,84 .12
7,127,382.93

0.00
743,289.00

'1,301,725,101.87

0.00
1,301.72?,101.87

103.430/o

16,100,000
72.200,000
71,320.000

0
0

520,000
2,370,000
1.e00,000

10,000
50,000

6,000,000
560,000
100,000

0
100,000
650,000

17,500,000
0

200.000
0

1,920.000
0

18.s00,000
15,800,000
2,000,000

0
0

227,800,000

227,800,000

653,057.06
1 ,634 ,047 .39
4.106,066.48

0.00
0.00

-2,803.18
$61,712.00
297,654.85

7,007.40
112.11

-1.385,809.18
02,374.',10

-30.078.51
0.00

41.980.1f
-237,158.14

-2,001.468.00
0.00

-s3,640.'15
0.00

n,010,965.24
139,036.54

-1 ,72'1 ,'146.02
1.013,579.44

412,339.10
0.00

1,097,097.e8
0.00

1,0s7,097.98

76,200,000
436,',t00,000
452,4r80,000

3,600,000
026,000

3,d00,000
16,050,000
9,350,000

400,000
2,100,000

40,200,000
3,750,000
2,150,000

0
27,S00.000

3,700,000
49,300.000

0
800,000
500,000

11.500,000
0

62.400,000
40,900,000

5,S00.000
0

s,000,000
1,258,585.000

1,258,585,000

431A,2U.93
-7U,5/,5.57

20,130,309.83
37.593.08

-175,000.00
167.901.13
285.868.82
-645,12..U
1e7,674.16
4aa,1u.23

.1.523,016.03
167,317.48
-70.968.35

0.00
1,318,S51.18

-1,168,120.59
6.005.836.50

0.00
es9,288.36

-248,583.45
2,258,183.36

519,0S4.04
8.404.605.74

10,623,824.12
1,227,362.93

0.00

43,144,101.87
0.00

43,144,101 .87

Prop€red by Loglgla(vo Ardltor'8 Ofic€, Budget DIvlBIon
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OENEML REVENUE FUND FY Z}O{.M02
Mor hly Rovonug Eadnrqbs, July l, mol
ao ot D8o€nb6r 28. 2olt1 PERCENTAGE

NET YEARTY
YTD ESTIMATE

COLLECTIONg COLTECTEDSOURCE OF REVENUE
MONTH

ESIIIUATES

NET
MONTit

cotrEctloNs

PERCENTACE
MONTHLY
EATIMATE

COLLECTED
YTD

ESTIMATES

Buslness anC Oacupstlon Tax
Con8umo/8 Sslos Tsx
PorSgnal Incomo Tox
Llquor Protlt Traftt€r8
Radng Foos
B€€r Tar End Llconsog
CIg€rstE TEx
Estale and InhedEno€ Tax
Burlncss Franchlss Rsglstaton
Chanor Tsr
lJao Tax
Prop€rty Tongf€r Tox
Propart T€x
Cath FlqvJ Tran8ler
lneuEncs TEx
Lropsrtnontal c.oues{ons
Corporstg Not hcons T€t
Carrier Incorn€ Tar
Ml@llan@us Roaelpls
Mlscellaneous TranstsrS
lnte€8t ln@me
Md€o Lottory TransterE
Soveranos Tar
Bushass Frand sa TEx
Tglsrommunlcatong T€x
8mokel68o Tob€cco Tax
H.B. 102- Lotlery Tranrtec

10,100,000.00
72,200,@0.oo
7'1,320,0{x).@

0.@
0.00

520,000.00
2,370,000.00
'r,€00,000.00

10,000.00
60,000.00

6,@0,000.00
580,000.00
100,000.00

0.00
100.000.00
650,@0.00

17,5@,@.00
0.00

200,0@.00
0.@

1,920,@0.00
o.@

'18,600, m0.00
15,800,@0.@
2,000,@0.00

0.00
0.00

10,753,057.00
73,&1,U7.35
76,426,@.48

0.00
0.00

617,1e€'82
1,708.288.00
2,197,O54.86

17,007.40
&,112.11

4,814,1 .82
922,374.10

89,921.49
0,00

58,019,89
412,e43,@

15,,138,834.00
0.00

108,369.85
0.00

909,@[.76
139,038.54

18,28.653.08
10,8'13,578.48
2,412,339.10

0.00
18.600.00

1U.@%
1g2.mUo
106.74/o

99.481o
72.08%

11E.A7e
170.Ooh
100.29/o
m.s0%

1'11.14%
@.820h

68.020h
@.61%
4.2%

63.189o

47.35%

e0.70%
1@.4m
120.82%

7€,200,000.00
438, 100,000.00
452,480,000.00

3.800,0@.00
625.000.00

3.600,000.00
16,080,000.00
0,350,0@.00

4@.000.(D
2,'1@,@.@

40.200.0@.00
3,760,000.00
2.,150,000.@

0.d)
27,9m,0@.@
3,780,0@.@

48.300,0@.oo
0.00

800.000.00
500.0@.00

11.600.000.@
0.00

82,400.000.00
40.000.000.00

6,800.000.00
0.00

8,000,000,00

80,5'10,284,@
438,36,4U.43
472,e10,309.&7

3.037.593.08
460,000.00

3,787 ,001 .13
16,316,&S.82
8,7U,4n.@

697,674.10
2,W1U.23

38.070,88t|.97
3,917,3,17.@
2,07e.@1.66

0.00
24218,e81.15
2,611,874.41

54,305.S36.S0
0@

1 .798.288.30
261,436.55

13,750.1 83.36
519.@4.04

70,E04.505.74
61 ,423,824.12
7,1273gz8

0.00
74ir,28€.00

105.889o
ge.82vc

1U.460/0
101.Uo/o
72.00Eo

1U.@0A
't01.@0/a

s3.10rlo
149.420/o
123.26Eo
4.21%

1U.4%
@,m%

1M.7390
a0.1vh

110.160/r

24.010h
s0.2evo

115.e2%

113.47%
126.73%
120.808

E.m%

TOTALS

Mlnus Cash FIow Translbl8
TOTALS
Parcent of E6!m6too

coll6don6 rhls day

227.800,@0.00

27,800,000.00

24,464,@O.n

228,@7 ,OE7 .98

2,a,fi7,@7.55
100.4€0/o

1@.44% 1.268,585,000,O0 1,301,729j01.57

1@.487o 1,288,886,000,@ 1,@1,tn,101.8
103.|{l%

103.4370

103.430to

Prsp8rsd by L€glolEfve Audlb/s Offca. Budgsr DMston
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STATE ROAD FUND FY 2OO1.2OO2
Monthly REVENUE ESTIMATES, July 2001
a8 of Deqembsr28,2001 WVFIMS

SOURCE OF REVENUE

MONTHLY OVER/
NET UNDER ESTIMATES

MONTH MONTH VSACTUAL YTO
ESTIMATES COLLECTIONS COLLECTIONS ES]]MATES

NET
YTD

COLLECTIONS

YEARLY
OVER/UNDER

ESTIMATES VS
ACTUAL YTD

COLLECTIONS

5,300,000
1'1,400.000
18,950,000
5,879,000

115,000

4,981,776.59
11 ,2U,438.37
17,257,583.88
4,930,568.80

107,421.12

36,602,279.23
86,858,194.28

1122v,831.58
36,v3,770.16

758,032.12

-97,720.77
8,608.194.28

-3,965,168.42
-1,356,229.U

-28,967.88

.318,223.41 35,700,000
-165,581.63 78,250,000

-1,692,416.12 116,250,000
-u8,431.20 37,700,000

-7,578.88 787,000

Llcansas & Reglsttatjon
Prlvllegs Tax
casollno & Motor Canler Rd Tax
Wholesale Fuel & lJse Tax
Hlghway Lltter Contrcl Fund

TOTALS

Percgnt of Estmatos

Collectlons thls day

41,644,000 38,511,788.76 -3,132,211.24 269,687,000

92.4A%

$13,36,4,978.16

272,U7,107.37 3,160,107.37

101.170/.

REVENUE SHoRTFALL RESERVE FUND as of January 2, 2002: $63'178'308.63

SPEcIAL INCOME TAX REFUND RESERVE FUND as ofJanuary 2, 2002: $23,625'035.96

Prepered by Leglslawe Audttor's Ofllce, Budget DMslon
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EIATE ROAD FUND FY 2|I|)I.2OOII
R@onug E8tlm6lD8: July 1,2001
r| ot OBosnbor 28, mfi

SOURCE OF REVENUE
MONT}I

EST1MATES

NET
MONTH

COLLECTIONS

PERCENIAGE OF
MONT}ILY ESTIMATE

COLTECTED

PERCENTAGE OF
YEARLY ESNMATE

COIIECTED

NET
YTD YTD

ESTIMATEA COLLEGT1ON9

Ucan8oo & Regleffion
Pdvllego Tex
G€oollno ll l\rotor C€digr Rd Tx
Vtftolosslo Fuol & Uoe Tsx
Hlghwqy Lltor Contd Fund

ColledgnE hl8 day:

Porc€nt colleded: a2.4avo

REVENUE SHORTFALL RESERVE FUND a! of D€c€mbsr 2E, 2001: E 63,178.30a.03

EPECIAL INCOIVE TAX REFUND RE9ERVE FUND E8 ot D€csrnbor 28, 2001: I23,625,035.S8

Prsparsd by Lsglslawo Audhlolo Ofic€, Budget DMslon

6,300,000 4,sa1,77a.8s u.@oh 38.700.000 9,a02,ns.23 89.7390
11,400,@ 1.t,24,43€'37 98.669/o 76250,000 88,858,,194.28 111.6%
18.050.000 17,257,5€9.88 91.O7To 116160,000 112,2U,81.68 08.6070
5,879,000 4,930,588.80 8.670/o 37,700,0@ s0.343,20.16 SA.&%
115,000 107,421.12 8.41% 787,000 75A,@212 8.320k

41,044,000 38,611,788.76 92.8% 280,@7.000 272,U710737 101.17V0

,13.@4.978.16

101.17%



F
Stats of Wcsl Vkglnla

November 30,2001 and 2000
Accrual Basis

(Unaudiledfo. Int€rnal Use only)

dsh an,c cash equivalents
Deposlls witl hird-paiy adninisbators
Prcmium accDunh rec€ivable-nel of

allowanc€ bl doubful accounls
Olher accounts rcceimbls

Tolal currenl assels

Furniturc and equipmenl, net of accumulaied depreciabon
Reslricted cash.premium slabil'zalion life insutance

Llablllllos and Rstained E rnlng6
Claims pafable
Premium defi ciency res€rve
Uneam€d revenu€
Cufient claims payabl€
Acaounb payable
Other acdued liabilili€s

Totalliabilltes

Relained earnhgs

ToEl llabililios and relahed earnings

For intemal use only, S€e linancial commenb
Pr€parod December 12, 2001

ryL
'1 11 .032,478

4,636,896

11,594,915

130,816,654

185,470
3,607,595

49,520,000
7,242,000
5,A57,292
a,171,528
7,678,509

714,207

?000

$ 111,379,136 $
4,659,454

17,518,714
1,199,741

(346,660)
(20,5s8)

(5,923,799)
2,350,024

134,757,047

241,293
2,025,A63

(3,940,393)

(55,023)
1,5A1,732

$ 137,024,203 $ (2,414,4U)

41.966,795

7,750,697
2,750,000

524,752
5A5,122

7,553,205
7,242,000

(1,893,405)
5,42t,524
7,353,757

129,0E5

79,383,536

55,226,183

53.577,366

a3,446,837

25,806,170

128,220,654)

s 137,024,203 S (2,414,441)

Psge I ot4



Paymenls lo managed care olgan arons
L're nslmn@ P€m ums-Dasc

AdministElive lees nel ofrefunds

C aims expen$.med cal

Adminlstalv6 seNce rees

olhefopeclins erp€n*s

Toral opeGlng expense

opedths (dcrcill slrplus

Nonoperaling Revenu€s
Inrerc in@m€ nololrees

Tol2 nonopaBlLng rcvenuas

Relained Eamrngs (delcren.y) beginn n0 orpariod

R.ra|ned Earnhqs, end olp€ od

For nlemalu* only see nnancralmmments
Preparcd December 12, 200r

Pub c Emp oyees InsuraiceAsencv
slalemsnl ol Reve.lts, Expenses and

chanqes in R€tained Earninqs

{unaud'lcd.For nlerna use onlv)

This Yearvs This Year vs
LastY€ar
lncreas.

Percent

50310s3
3213 756 1196%

{6363013)

1al,147,2A1

.091% 2,565.673 (sr4,234)

4'oy. 4.167000 (2,000,333)

3 749,995 3,313106 '132% 6732673 12914 567)

$ 5,3,rr,6e0 12,544 s12) .14a11% 33,713,416 {36,253,323) l0r ss%

19 r2i421 3 0!2 671



State of West Virginia
Public Employees Insurancg Agency

Statement of Revenues, Exp€n$es and
Net Income (Loss)

Month ot Novomber 2001 and 2000
Accrual Basls

(unrudited-For Internal Uss Only)

Emdoy€r
Emptoyee

Paym€nls lo manag€d €re organizalions
Life insuEnce p€miums-bEsic

Net premlum rBv€nue
rdminlslrative foes, net of refunds

Nel opsraring rsv€nue

Op€Eting Expenses
Clains ep€.rs€-medic€l
Claims expnse{tugs
Adminlstrative s€rvice f ees
Other operatng €xpenses

Total op€|Ehng expense

Operating !urplug

Nonope6ting Rovenues
Int€r6st income, n€t ol fees
OpeEting tlansfets in

Tolal nonop€Eting revenua€

For intsmal use only Se€ nnanciat comments.
Prop€Ed December 12, 2001

Nov6mber2001

$ 20,572,403
6,045,600

Month

November 2000

$ 27,685,673
5,425,E05

lD.crua5!)

886.730
619.795

34,618,003

(3,888,263)
(426,999)

33,111,478

(5,954,630)
(381,637)

't,50€,525

2,066,367
(4s,362)

30,302,741
293,200

22,544,440
4,623,123

999,625
353,852

288,031
499,667

26,775,211
299,79€

17,688,378
6,386,433
1,150,755

246,497

3,527,530
(6,596)

4,855,102
2,236,690
(151,130)

582,421
834,000

(294.,390)
(334,333)

I



State of Wo6t Vlrglnla
Publlo Employoes Inauranc€ Agency

Flnqnclal Comments

Month of Novembor 2001 and 2000
Accrual Basls

(Unaudlt€d-For lntomal Use Onl!4

1) Efiodve July 1, m00, the PEtq chanoed thtrd party odminlstrabG. The process ot nedlcalclalms ddludlcaton
end paymen! u,es t€kon ovor by Acordla Natlonal fiom Mountaln State Eu€ Crosg Blus Shlold. lverck-Medco thrcugh
ll9 subldlary .Pald Proscripflons Plrrs, t@k over the adludtcadon and pst/rnent ot pro€dtpton drug clatm&
Because ot tho m€ny compls)ddos hvolv€d ln tho adludtcadon and psym€ri of m€dlcal and drug ctalms, h
took the nsw lhhd pady admlnlst'aioB qullo sono tme to b€gln p€yng th@e ctatms on a tmsTy basls"

2) Tho n€w lhhd psrty admlnlstrators also had dlffculty adjusthg thelr systsms of rsporflr€ to he PEIA'g ectuary.
Condoquently the actuary \@s unable to dsvolop dodhle Glmatgs of claftns whlch hsd been lncrjrBd but
not yet pald . claimg payeble, undt lato ln the sprlng of yo€r 2001.

3) B€cauae of the dtfficuldo6 dlganssod abovo, the smounts reporlgd h h6o llnsndal statsmonb n€y noi acalratsty
rofloct lhe PEIA's llnandel posldon and tho resutts of ItE oporatons for the p€dods Indtc€ted.

4) Boc€llse lhooo ffnancl€l stalemenls wgr6 prop€red very shodty after tho ond oJ the month, thsrs may b€ some
unloown oxp€ns€s attlbut€bts to thosg lanods.

5) The PEIA I ecuary has not y€t ls-Gtmatod the llabllflV for ctatms payabte or the rstated sfiert on chtms sxpensos
lor tho podod €ndod Novembor 30.2@1. To th€ oxtont that ulo ulflmate clalms payablo llablltty dtftors from tho amount
roported In thogo sb@menb n'16 resutts of opgrslons and thg financtal condldon of lho Agencry wlll b€ lmp€ctod,

6) At the plan year ond June 30. 2001 approdmstoty 6,800 hoalth poucyholdsrs EanBfonsd hom managed caro coverago
to lhe plersrred prcvlder bonofit plan. Thts r€6ulted h totat enrollment lrrcreaso of apprc)drnately 1 0% frcm th€ pdor year
and b ettrlocled to produco a slmllar Incroaso tn clalrns expgnso ln Lho yoar endlng ln 2002,

Page 4 ol4
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Bob Vise
Governor

Jbm Susman

Director

$'n Toll-f:'rr: I.888-680,PEIA . Phe,l . I-3M.558.785A. Faz, 1-jC4-55&2516. Llaftet: l,ruaapsrestaterL,.rr).11,

January 7 ,2002

Tho Earl Ray Tomblin
President, West Virginia Senate
Chair, Joint Committee on Govemment and Finance

The Honorable Robert Kiss
Speaker, West Virginia House of Delegates
Chair. Joint Committee on Govemment and Finance

Dear Slrs:

We have received informatjon from the various hospitals that the Public
Employeos lnsuranca Agency reimburses for Direct Medical Education. This
office received the final information on January 2, 2002. A8 we compile this
informatlon, we will share it with your staff.

In terms of tho plan year 2003 that starts July 1, 2OO2, ft is the intent of the
agency to continue the program. However, in conjunction with our annual review
of the state payors pa!,ment methodology, a further ovaluation will take place.
This process is an annual occurrence.

In addttion, as PEIA consldors additional provider payment redudions in lhe noar
future these pairments to hospitals could be reduced in an amount lcs than
10%. Any raduction would be effective July 1,2002. As we att€mpl !c balanc€
this plan, all participants will have to sharo in the effort.

Again as wo proceed with our compilation, we will share our findings.

West Virginia PEIA

cc: Members, Joint Committee on Govemment and Financo

-s!{t€ c<pirol co'rrld . Bt{llrw-5,ll,x'rl locj . Igol Kzrur,/u Braler.,ar.J, E . ctr.,l4r.4 r{a 2-5j05-o7lo
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From:

Bob Wise
Govemor

Tonr Susman
Diecror

WV Tol1-free, I-88B,680-PEIA . Pkne: 8A4.55&7850 . Fa\: j,j04.55'.2516 . lrrremer; u{otelxarsrare.uv.ra
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Joint Committee on Govemment an@

Tom Susman, Director

Date

Public Employees Insgrdi

January 7,2002

Rstiree Programs

During last month's meeting, Senator Deem inquir€d about various programs and
tunding streams used for retirse health insurancs. The following infonnation is
submitted in an attempt to provide an oveMew.

Cunondy in aggr€ate PEIA retiree premiums only cover about 30% of the he€fth
care msts associated with this demographic. Adive employeo and employer
premiums mako up the difference and this amount is knowl as The Retiree
Subsidy.' In addition, premiums paid by retirges are based on years of seMce.
bfiibit A is ftom the 2001 Shoppers Guide and details the retiree premium schedule.

The Retiree Subsidy for 2003 plan year, which b€gins July 1, 2003, witl b€
$97,975,093. For the 2006 plan yoar, whi.h begins July 1, 2005, the amour of the
subsidy will grow to $1ffi,253117.

In addition, for those retirees who ara below 250% of the poverty levet we offer a
rsduclion in premiums and phannacy @paymenb. Attsched are the applications br
thoss off€rings.

TS/Jt

Athchmenb: 2

Sr(lrepirolcrrnDLa.Btild;rg5,Rrrml@t.lgNKaM.,!,haBot!Lva.i,E..Ct"bro!\r,vJ,5jO5_OZI0
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Retiree Premiurns
PEIA PPB Plan premiuns for employees whd retire on or after July l, 1997' are based on years of

service, the tier of coverage (single or family), and Medicare shtus.
Remiums for all employees who rebred through a qualfung shte retiremmt system before J:uly 7,7D7 

'
ate the sarne as tiose shown for ' or more yeans of service" on the plemium chatl

The prerniums shoum in this Shoppels Guide are for health coverage only. LiJe insurdnce premiwns are

deducled from your annuity or paid sepaiaielg.I
I

t
t
I

Non-Medicare Premiums

Premiums for mataged care plans are not based on years of service; they are the same regardless of when

gou retire. Managed care plan rates for retired employee ate shown on the chart below'

I

PEIA PPB Plan Bettred Employee and SurvIvlDg Dependeni Premlums

Non-Medlcare Ptemlums

RedEd Pollcaholdc Oib
No;M€dld€ RGdr€d

:r PollcaholddEtth
!oFMedlclre Depdddt

NoFM.dl€reAedt€d
Poll.ybol.ld Blth ll€itl.@

St odard Pr€t€rted StaEdard Prefeued Standatd Preterred

Utrda 5 y€-ar8 of .glltce $600.00 $595.00 $1,453.0O $1,443.00 $1,033.00 $1,023.00

5 to 9 y€ar€ of Bdslce $485.00 $480.00 $1,161.00 $1,151.00 $820.00 $810.00

l0 to 14 ye-a$ of.ewrce $37i.oo $366.00 $869.00 $859.00 $608.00 $598.00

15 tolg y€e of s€rvlc. $256.00 $251.00 $577.00 $567.00 $396.00 $,386.00

20 to 24 yee olderetc€ $187.00 $182.00 $402.00 $392.00 $269.00 $259.00

25 or oore year6 of.elvlce
or retb€d prlor to 71197 or
adg mr'lv|!g d€p€ldefis

$142.00 $137.00 $285_oo $275.00 $184.00 $174.00

Non-Medlcare Reflree and Survlvlng Dependent
Montllg Premlume for Managed Care Plans

Car€lhk HMO Plar B The H€alth Plan HMO Plan A The Health Pla! HMO PlaD B

Non-Medlclr€ Retf"d
Pollcyholder ODly $235.00 $228.00 $171.00

Nob-Medtcar€ Retted
Pollcaholder ud kE y $611.00 $441.00 $350.00

26 Plan Year 2002
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Medicare Premiurns

PEIA PPB Platr RetLed Employee and Surslvlng Depetrdent Premlulos

Medlcare Prernlumc

ltedlc& BotLeal Pollcyholder
O!19

edt@ Betlr€d Pollcyholder
elih

!o!-ldedlde D.pddart

!d.dl@ Betlt..l Polcyholdq
eIt[

M.dlc@ De!eldebt!

Standard Preferted Slandard Prderted Sta!dard Prefen€d

Podd 5 y€al8 oI .eFlce $311.00 $306.00 $1,012-00 $1,002.00 $646.00 $636,00

5 to 9 y@B of dertlce $246.O0 $241.00 $809.00 $799.0O $506.00 M96.00

l0 ro 14 yee of o€rel.e $182.00 $177.00 $606.00 $596.00 $367.00 $357.00

15 tol9 yeais of seElce $117.00 $112.00 $402.00 $392.00 $228.00 $218.00

20 to 24 ged. ofservlcE $78.00 $73.00 $280.00 $270.00 $144.00 $134.00

25 oi 6oie gesfr oI eerslce
or rcdred pdor ro 71197 or
u9 .uvtelEg d€p€ad€rk

$52.00 $47.00 $199.00 $189.00 $89.00 $79.00

Cost-Sharing
In addition to monthly premiums, retirees, like active ernplogees, pay a portion of the cost oI

your care. This sharc indudes the medical deductible, the pres{dption deductible, copayments for
olfice visib, and coinsurance on mos{ olher serrlces. fuyou pay coinsurance, PELA keeps track of the
amounts you pay. Those coinsr.Fance amourb add up to your ajrnual out-of-pochet maximum;
thafs the most you'U pay in coinsurance in one plan year. Your cost shares are llsted below.

I

I
I
i
I
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PEIA PPB Plan
Rctlred Edployse Cost Shadtrg

Annual
Deductrble
Itr-Eehrotk

Ann|ral
Deductl6le

O ui-ol-Neteork

Atrnual.Out'oI-
Pocket Maslmum

Ir-netl,orl

Annuil oor.of.
Pocket Ma,.lEum
O -of.N€ircork

Nor-Medlcare Retted
Poltcyhoftler Ouly $150.00 $300.00 $1,000.00 $2,000.00

NoFMedlcare Reflred
Pollctholder atrd Fadlly $300.00 $600.00 $1,000.00 $2,000.00

Medlcare Redred
Pollcybolder Only $150.00 $150.00 $1,000.00 $1,000.00

Medtcare Retlred
Pollcaholder a!d Famllg $300.00 $300.00 $1,000.00 $1,000.00

Plan Year 2002 )7
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ST BJECT: Premium and Drug CopayAssislance prcgfams - Fiscatyear2002

Bob Wise
Governor

I'304-558-7E50 . Fs: t 304 558-2516 . lhk,u!. aaup.i kk uuu

Tom Susman

Dirccror

a 
v1/To ,f* t.aBE.680-pErA. pha,.

I uEu984N9U4

I

assistance and drug copay assistance to retir€dI he premium assistance pays parl ot youri than 250ol. of Federat poverty Levet The
drug copayments. ll you qualify for premium
ug copay assislance program.

Oualilicatlons

can report more income and sti quatify Check
e more lhan six (6) mernbeG in your househotd,
el

TO: Relirsd Emptoyees and Suruiving Dependenls

FBOM: Tom Susman, Direclor

OATE: [,lay 1,2001

P!4{YEAB 2oo2 tNcaME LlfriF
tlumoer ot Peopte rn rcuiE66E 250% of Federal Povedv Level

1 21,475
2 29,425
3 $36,575

$44 125
5 $s1.675
6 $59.225

coverage with lhe pE nefit (ppB) ptan. lf
otfer€d by pEtA, you assistance A Sur
ron Medicare or not

Apolvino for Assistance

To appJy_lorassEtance simpty t, out the appticalon form ins.de a1d send it ro pEtA ptease
reao and to ow the instructions very caretullyl

Ye6rs ol Service

an receive
ts, I is bas
with 20 or
with 10_14



assislance amounl, Th€se ftgures are verjlied by the appropriale slate retkement system Thecharl.below shows the premium assistEncs avail'aue based on y€ars ol active sotui;. Re_member, even at the l OO% lsvel, this assistanco pays only a p;rfion ol lhe total hea l ,nsurance

tuice lo get lree or reduced p€miums, please
ol credits belor€ June 30, 2002. tf your crsd-

Druo Copav Asslstance

, Jf you qualify.lor assrslancs, pEtA wilt r€ducs your prescription copays based on your },€alsot service fottowing the same rutes as stated ab6ve. ttre rioucea coiays are sh";; ; fl1;

gram, get your matntenance
cnption through maitord6ror al a
thidy.day suppties - you gel one
lhe charl above.

It youte taking a

to writ€ youl annuat :"
twelv€ 30-day sJppl

The following tist shows lhe drugs and conditions that are considered r mai;.carons. I you?e not sure whethor youf drug qLalifies. ca l erck-Med tottJrs€
3808.

alendronats sodit jln (Fosamax)
antiarthritrcs
anticoagulanls

antneoplastics
antiparkinsonism agents
anlispashodics: uinary tract
oonrgn prostatic hypertrophy/micturation

I

I
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t

cardiovascular agents

corlicosteroids, bronchial
cromolyn sodium (lntal)
cyloslatic agents
diabelic therapi€s
digestants
disposable nsedles and syringes

I
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STATE OF WEST VIRGINTA
PUBLIC EMPLOYEES INSURANCE AGEiICY

FISCAL YEAR 2OO2
RETIRED EMPLOYEES PREMIUM ASSISTANCE PROGRAM

- APPLICATION FORM -

t'tame lrirsq utaaGlniEalGs0 Soclal Securily Numbe.

laCress 1tt ltew laaaress?trect eoxl

emnetumlerllniruEiilEtooe)-
() Marttat Stattrs (Ctect 6nEF

! Marrted - shste
Years or Seruciiilllifrd6i

tlame (nrst, ti,tidore InrrElEiil Social Security Numbe.

I unabrcta

Publl. Fhl-r1:_!Tll* --- ",,.=agency and I may be subiect dectsre that I haveex€mrned my responses, and to the best ot my knowlertgo fr;;;;;i;;;

Buildtng 5, Foo|h 1001
1900 Kanawha Btvd., East
Chart6ston, WV 25905-0710

Approved: _ DisapFoved:
Efiective Date

Number of Depondents

I
I



FY.2OO2 PREMIUM ASSISTANCE PROGRAM

APPLICATION INSTRUCTIONS

Please read aU lnstructions carefuly BEFORE compteting lhe apptication

SECTION I . RETIREE/SURVIVING DEPENDENT
. Name - L,se your tuJl name, including mjddte inhiat.
. Soc-ial Security Number (SSN)- Fi in the cofiect SSN orwe cannot process yolrap,

. Aclclress - Provide yourcomptele ma ng address. (tfaddress haschangsd, olease
check he box on lhe addr€ss lne so w may updale our records ). Phone Numtrer (inctude area code)

. Marilal Status - please check appropriate bor tt separated ptease check married.

. Years ol Service at the Time ot RetkemenvRetirement Oate _ App,jcarions witholr

repo yea.s ot service and renreTnent date. I death occuiied whrte an actjve emo,ovee.lhen ive years of seMce and the rnonth ano year ot dealh,

sEcTloN -sPousE
ll married you must comptete spouses name and Sociatsecuity number.

SECTION III-GBOSS ANNUAL INCOME FOR 2OOO
This section musl inctude A Househotd Income from 2000, betore any deductions Every-
one n rhe househotd who has an Income musr report lhat informalion;n the apptication

. Other Pension Yearly amount of ponsion you rcceive from other sources (Exampte.
TIAI./CREF)

. SocialSecurity - yearty amounl

. Wages - Totatamounl of any income earned during 2O0O

ony, etc )
. Subtotal- Tolai each cotumn

. Grand Totat - A subrolatamounts

THjS APPUCATION MUST aE STGNED AND OATED! Appltcations wilhouta signEture and
dale willbe returned wirhout p.ocesslng.

ATTACHMENTS
. lt you have copies ot WZs, jo99s or any ofliciaty€arend stalements, yo! rnlsl aflach

these lo veit your income

. lf you file laxes, a copy of your 2000 Federat tax return (fnst page) is acceptabte A[ in_
come musl De reporled on Ihe lax return

SUBMITT|NG YOUR APPLICATION
Please sep..ate thts form, 6nd return onty the application lo pEtA" Keep th€ other intoFmation loa your records,
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estrogens & progostins
gastrointestinal, colitis
glaucoma agents
hormones, misc
immunosuppressive agents
Inl€deron beta (i.s. avonex Betaseron)

l€gend vilamins (including legend hematin-
rcs, vilamrn K)

leukotriene receptor antagonists (asthma
agenis)

lipolropics (choleslerol lowering agents)
lung suriaclanl
mucolylics (pulmonary agents)
oral conlraceptives
penicillamine
logend polassium
lhyroid medications
luberculosis medications
xanlhines (aslhma agents)

t

Mail Servic€
To 0s€ the Mait Seruice nd

send a prescriplion lora 90
to the address on the lorm- coPaY

Your medicatron willbe maited toyour home, saving you a trip to the drug store. 
808

Fetail Mahtenance Network

- _ 
Jo r.rs€ th€ Rerait M , iust reter to the participating pharmacy tisl betow,

ano rake your proscripl pty to the phamacy. you,tt g-et me same savlngs,
but slillget lo use vour

Sdcr Phrmd
ramlv oEc Ph.@y Uounreav WV
County Comer Phamacv NdMrnchslq l/w
Ph*Mor r00r Nit6 dH
Hom Gre Fllam@ O Wv trtrc wv

Fou S6es Pha@cl Pmeio. wv
Priicebn Phmacy Pnnebn wv
Hsindre Msdu cenrd Baneue w
F,hb 10002 Aa€m*ood wv

4pk Druqsloe lE s wloren KY
S6hrlram WV

shiiiston Phahao nc Shinisbn w

!! Prcbsnonal Phamacy Vai wV
M.Oo*e Phamy War l/w
Bonds Druo Slore h. $/a$ nolon t1

Ma'land Heiqhls Fhamcy Wenff !w
Fralhfl odostore tm wslci l/w
I4lbens Phm;cy Wdt;burq l/llv
GonpetsPhamaq,lE Meho WV
ra's harui|l Wheetiio wv

amcy Whselhq WV

lieyDoq Wlbm$n WV
Phamhousolsr3 Wn.i8l.r vA

Deadline tor Appticstions

ll you want
JUne 15, 20 | recelve your form belore

ranceatany ';#:fi:i3:!hi,"Tl;;
premium gorng

dec,son llwill

fyou hav€ questions about th€ premium assistaoce prcgram orthe drug copay assistance pro_
gram, callGary Reed at (304)558-7850, exl 258, or t,8BB_680.7342.
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Or$rlltlrtl lifr{to

Retired Employee
Premium Asslstance Application

Dated Material
Open at Once



I I A. 
-,. 

f I I II I I I I I IT'I I I 
- 

II

PEIA Glaims Processed

[ 
180,000

160,000

140,000

120,000

'100,000

80,000

60,000

40,000

20,000

0
N tr C9 19 B: E E;:: n d:: B d \: B B d:: B B A: n > - ts -> > B> a > - - e e e e = i t =raN !l !l !l

decgEEgcc=qc9=ccc=c9q9=inn:nnn::n--Ynnn=nnE==EEEEgSBEcSSEEgE€
ail Received 

-Claims 

Processed 

-Total 

Inv€ntorv



I 
- -L -) 

J I I .I I .I' TI -I'I I I \lI I T III

PEIA

::Motrthff Managem'errf Report

Per Capita Claims

November 2001

FY 2002



I I {ll l! !I)
-,

I"I' JJ) llr 1rl I [l \I, I II I .I

ITEST VIRCINIA PUB'IC N4IIOYEES INSURANCE AGENCY
MONTHI,Y T'INXAGII4EN? R'IORT PER CAPITE CIEIMS

IOVET4BER 2001
Page: 1

curlent 12 uoarhs P!!or
culrent Ferioit aollilg Avg 12 Montis Pllor Rolling Avg Curlelt Flscal Yr plevious FiEcal y!
PEIA Paydents PEIA PaFents PEle Pat!6nts PEIA Palmenrs

PAIIENT IIOSPITA]- FACILI?Y BE}IAVIOAAI
iIATEP.IIITY
I.IEDICAI, AND SURGICAI

.8955
,9662

36,9922

1.014 6
.1442

33.5904

.7401

LA .627 3

,aot2
,6912

26,5509

4,5244
3.5734

1?0.3087

3.4651
3.0740

111.3041

40.9831 3s,6606 20.1246

, t277
.5705
.o521

11.6391

2A,4579

.0924

.0750
r6.1951

17 9.5? 68

,3321
4.4340

,4!42
89.3019

119,2509

.4131
2.2716

.3L26
66.9296

IENT IIOSPI?AI PACIIITY BETAIIIOIAL
EIiEAGENCY R@}I
MATEINITY
I'EDICAI, AND SURGICA!

,1100

r?.9901

,0493
.4829
.1031

13.1673

19.0050

41 ,5459

79-2421

s7.3100

12,3830

!t0 - 7509

16.8119

36,1425

94 _5323

229.4321

69.9935

160 _ 36S2RHACY PRESCRIPIION DROGS

CERDIOVASCUI,AR UEDICINE
CERVICAI CANCER SCREENING

EVIIUI,ATION A D T'IANAGR'JENT

INJECTION
I,AE AND PATHOI,@Y

a1-5459

3.549L
.o822

2.SAl7
1.1208

.1986
1.9350

Lt.6269
.4058

2.2203
4,1503

4 ? ,3100

3.0267
-6123

3.0950
7.2025

2.41e4
t8,1126

.5141
3.7211
4.2511

40.75€9

3,4114
, ?953

2.3659
1,1036

.1333
7.2A14

11.2491
.4422

\.9562
3- 1501

36,1025

2,9541
- 8841

2.25)-9
.4721
.1035

1.4151
14.9956

2,2634
2 _9929

229,5121

16,3472
.s39?

\4.9940
5, 1975

9,0s04
83,4110
2.2123

14.6111
13.015 6

160.36S2

13,5609
4.1501

10,0639
4,2164

,5329
6,1063

?1.3945
\,822A
9.4551

12,5703

SOURCE; MOUNTAIN STATE, ACORTIA NATIONAI, ?CS IIEILJH, AriD VERCK-UEDCO PAID CLATMS TAPES
NOTE: CIAIHS IISTED AI5 ol{ A PAID BASIS
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WES? VIRGINIA 9UBIIC EMP',OYEES INSOBANCE AGENCY
I'IONTHLY MANAGEIIENT IgPORT - PER CAFITA C]NIMS

NO!.n/IBER 2001
P6ge: 2

Cullent 12 l4onths p!io!
cur!6Dt Peltod Aouilg Avq 12 lronrhs p!io! Rouinq avg

PEIA Paynenrs PEIA Paldenta PEIA paldents pErA palnents
current Elscal Y! PreviolE E13ca1 y!

PEIa Palmelts PEIA Patdenrs

qrIlER UEDICINE

.4059
2,3300
5.688s
6.62\4

.91r6
2.t951
6.2555
6,1472

.9058
1. r640
5.4826
5. ?805

.642\
1, 4 315
4,1702
4.3964

4,2493
l5,89€0
26.3126
29.X.347

3,6906
5,5990

79,4246
23 _96t3DHySI@l, r\EBrcrNE 1.9420 1.86t€ t::€99 l h5g

PROSTA?E CANCER SCREENING ,0644
t0,1844

.099?
11.1433

.0145
9.590?

.066?
8,9545 50,09€2

,2446
43.0309

62.4492 61,5417 5? .084 9 51,103l 299 - A0a1 236.2627

769,9432 769.16A4 130.3514 \32.4154 4o3.5299 5a5.3?46

SOURCE: I4OUNTAIN STETE, ACORDIA NATIONAI,, PCS IIEAI.TA, AND HERCK FIEDCO PAID CLAIMS TAPES
NOTE: CI,AIMS I,ISTID AX! ON A PAID BASIS



PEIA

Monthly Management Report

Per Capita Utilization

November 200I

FY 2002
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IIIST VIRGINIA PUB',1C EI'PLOYEES INSIFANCE AGENC1
!'IONTI]',Y I{AXACEI@NT RIPORT . PEA CAPITA ITILIZATION

NOVEMSER 20OI
?ag€: l

culrent Pe!10d 12 nontia P!!o! cullent Flseal y. p.ee1ous Flscal y!
Enco@ter3 EncouteEs

INPATIENT IOSPITAI MCILITY

OIITPATIENT HOSPITBL FACI],ITY BEI{AVIONAL
Ei'ERGENCY R@i{
}4ATERNITY
MEDICAI AND SURCICAI,

PROFESSIONA', SERVICDS

MEDICEI AND SDRGICAI
NEONATAL COIPLICATIONS

.0008

.000?
,01?5
-0001

.0004

.0005

.0116

.0001

.0031

.0030

.0751

.000s

-0021
,0023
.0 616
.000?

.o\92

,000?
,0235
.000s
.0?58

.0125

.0005

.0194

.0004
,048?

,4423

.0035

. tos9

.4423
,3325

.0673

.003I
,0390
,0019
.2451

PRESCRI PIION DRVGS

.0609

.e219

.4443

4,49iL

.1005

.8655

.3196

3.700?

CERDIOViSCOI,AR MEDICINE
CERVICBI, CANC.ER SCR'ENING
DTIE
EViIOLBTION AND UANAGM{ENT
I Ii4ONIZATI ON

IAB AND PATHOIOGY

, o214
.00l9
,0I]t€
,0098
.0119
.0308
.5586
.4232
.4222
- L124
-0249

.0222

.0054

.0068

.0\77
,024!
,4 801

.0242
,160a
.0311

4.{931

,7203
,0149
.0640
.04t1
,0413
.1343

2.4103
,0573
.1143
.8258
.13?4

3.700?

.0930

.0310

.0463

.0340

.0410
,1142

2.1€50
-0509
. !424
.64?5
.r214

SOORCE: !'OUI{TAIN STATE, ACOADIA MTIONAI, PCS IIEALTRI AND UEAC(-HEDCO PAID CI'AIIIS TAPES
NOTE. CIAII.IS I,lStED ARE ON A PAID BASIS
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I'EST VIRGINIA POBI,IC N4PLOYEES INSDRANCE TGENCY
ONIHIY }IANAGE'IENI REPORT - PER CAPITA ('TIUZATION

NOgEMAER 2OO1
Page: 2

Current Perlod 12 Montbs ptio! Curent Eiscal y! plevlous FIscaI y!
Encout€ls E co6te!5 Encountels Encouters

PROFESSIONAI SERVICES OllIER
OTEER II'AGINC
OTHER !{EDICINE
PHYSICA! MEDICINE
PROSTAIE CAdCER SCREINING
auFcrcet

,049A
.150r
-21,52
,08?1
.0051
.O9I€

.0243
,13?8
.1?81
,0706
,0060
.0317

-2454
.6135
.9284
,3641
.0299
.4449

-r413
.5?38
,8032
,2497
-4256
,3901

\.4967 r.2913 4.1a51

2.4479 2.2061 1l,5309 9.9344

SOURC&: MOONTAIN STATE, ACOBDIA NaTIOIIA1J, PCS lIEll.TE, AND MERC(-MEDCO PAID cI,AIMs TAPES
NME. CIJAI!{S IISTED ARE ON A PAID BASIS
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culleDt Flscal Yt
PEIA Pa}Tenta

.I ,I Ilf,

I,]EST VIRGINIA !UB'1C EMPI,OTEES TNSORANCE AGENCY

UONTHI,Y I&]]AGE'ENT REPOFT . TOTAT CI,AIHS
NOVEMBER 2OO1

Page: I

cu.rent 12 UonLhs P!lo!
clrrent Peliod Rolllnq Avg 12 Months P!io. Rolling avg
PIIA Paylents PEIA PalTonlg PEra Paynents PEIA Pa!@nts

Previous Fiscal Yr
PEIA PaFetts

NPATTENT HOSPTTAT EACTLTTY sEHAvroRAr, !62,534.21 \'131406.44 722'929 13 139'!1? !l 818'3?0'€0 515'11q BA

115,16A.23 121,193.64 108,948 12 I72,1a9'96 646,931'39 50?',853 14

NEoNATA] col.tpllcxTloNs 23t432,39 521436.64 16,610.81 61ta41.29 212,590 15 229'261 42

1,430,266.O0 6,rO9,241,1O 3,339,791-11 4,639,981.31 32,5L0,611-16 !9'1Ort494 14

pATraNT SOSprra! FACrr,rTY BEsAVrORil 19,959.13 75t2A5 75 2A'09\'22 15.070 25 69'1e2 32 18'254 59

n4ERGENCY ROO0' 746,5A5 92 151t446 36 94,612.42 73'314_80 e02t142 55 316'246 44

71t131.21 11,56A 64 0,692-66 72t23A'37 74,981 70 57'642 11

HEDrcAr AN! srJRGlCAl, 3,265,734,21 3,772,602.A3 !,9i1'5',19.81 2'64A'159'L6 16'161t268.59 lr'A51'479 64

3,44g,3J6,53 3,296,A23.aA 2,055,036.1? 2,140,174.52 11t\r4,L14,56 11,563,66f.80

pHARrfiCy lRESCRrprroN DRUGS a,629t392.7A 8.099'990'94 6'164'\85-43 5'Ae6'328.16 47t5a4'1A6.49 26tA9St5O4.4O

8.629,392.tg A,099,99A.94 6t764t1A5.43 a,886t328.76 41,a54,106.49 26,494,5O4.40

PRoFESSTONA! SERVICES ADvAxcED rrrAcrllc 64A,74A 89 653,262.12 5111762-A9 481'411'46 2'965.663'31 2t257'114 44

!4,920.96 112,509.33 131,937 11 rA4,274 42 91,?11 96 645',642'13
522t9r2.16 530.123.65 392t632-19 361,194,91 2,174,660-53 1,663,491-05

ceRDrovAscUIAR MEDICINE 2a3,421,19 205t225.79 143,933,11 L42t3I9.22 9AO,951-54 696,532 89

cERvrcal, cAltcER scREENlNc 36.041.60 3O.8t4,42 22,2A2,12 15,341.92 16A,825 34 33,043.31
357,384.62 3s4,88S,99 213,589,05 24A,509.19 1,638,4€9-64 1,00e,32s.34

EVAr,Ur-ATroN AND IANAG!|IENT 3,199,2A1.t3 3,2A6,4O5,75 2,A62,691.42 2'445'91A'9A 15'100.1??.51 1!'19t'723-91
13'66A ar 81'g51.rA OO'024 91 5A,982 32 411'335 10 301/006 36

AO2,96a,A3 536,0?0.50 324.64I.99 363,96a.56 2,645,194 29 It562t25? 96

lAB AND pATHO!@y 153,269.95 126,041.22 522t',113-91 4A1'B22.al 3t261'544'16 2'093.354.96

SOUACE: MOUNTAIN STA?!. ACORDIA NATIONA'' PCS HEAI'TH, rND IIIRCK-I'EDCO PAID CI'AII4S TAPES

NOTE: CL}IMS IISTEO AII ON A PA1D BASIS
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION,
DIVISION OF HIGHWAYS

AUDITED FINANC1AL STATEMENTS

YEAR ENDED JIJNE 30, 2OO I
AND

INDEPENDENT AIJDMORS' REPORTS
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Busitt$ Adoiss and Ct lsult@ltg

CEFTIFIED PUBL]C ACCOUNTANIA

INDEPENDENT AUDITORS' REPORT

Joint Commitse€ on Govemment €Id Finalce
West Vbgida Legislatue

We have audited the accompnuyiug general pwprose financial stdements of ths W€st Viryinia
D€parhent ofTransporhtioq Divisio! ofHighwa),s as ofand for the year qrded June 30, 2001,
as listed in the table ofcontents. These general purpose 6!a!cial stal€r!€ffi arc the rcsponsibility
of the West Viryinia Deperment of TrauportatioL Division of Hiebqay's rnanagEneol Our
rcAo[sibitity is !o ex?ress slr opinio! oo these general purpose financial stat€melts based on orII
audit

We conducted our aldit ilr accordanc€ s'ith audhiog staodards geoaally accepted iq the United
Stales of America ad the $andards applicable to finangif audi6 contained in Goyemmeft
Auditing Stqnd@ds, issued by the Comptfoller GeneEl of the Udted Shres. Those standards
require that we plan and perform the audit to obtai! r€€sonable assr.nance aborl whether the
filaeial stalem€nts are tee of material misstat€menL An qudit includes examinillg on a t€st
basis, evidence supporti-og the amouas and disclosures iq the financial s6em€r1ts. Ar audit also
includes assessiog the accoLrtrtbg principles used and sioificanr est'rmates made by E !8g€ment,
as weU a! eval 'adng the ovemtl fimcial sbtelnent pr€s€Nrtatioa We believe that orE audit
provicles a reasolable basis for our opinioa

In orr opinion, the general purpose fil,Isial statEneats refeEEd to above Fes€nt fridy, i! aU
naerial respects, the fimncial position of the West Virginia Deparhent of TmDsFrtation,
Dvision of Highways as of June 30, 2001, slld the rcsults of its olurtions for the yea then
ended in coDfornity with accomting principles genemly acc€pt€d itr the United States of
Amedca

Tha\4rEdac6t6 . 14u \d'glrra Sti.4 Bd .5d16100 . chd!5!o& Wal vhald! 253t1
Ph@€ @4>349415 6 r-{80}7e3a44 . F6( (304F49s08 . E-Ed! cPa@qdrh.Pd@r

tisdbBof AneIel ltstueat olcttqd tub cAtatttrdnt.PrbttcanpiaI+aabwa.WdWHtWf dcetfrd Mlc AroEdans
AWnd uned LhbtucmpE

w*d,ed{er6@P#IARrs" @



I
t
I
I
t
I
t
I
I
I
I
I
t
I
I
I
I
I
II

4

ln acrordance vJi.fr. Govetwten Audtting St@dqds, we have also issued a report dated
November 30, 2001, on our corsideration of the Sy'est Virginia Departnent of TEospoflatioq
Dvision of Highways' intemal contsol over fi-oancial reportiag and our tests of its compliance
vrith certain plovisioDs of taws, rcgulatio!,q contracts and galts. Tbat report is atr iqtegral pslt of
all ardit psrfomed in accordarce with Goverwnent Audtfing Stodrrds md should be read in
coqjunction with this rEpon in co[sidedng the rcsults ofour audit

Our audit wus performed for the purpose offorming an opinion on the general purpose firancial
sbt€Nserts of the West Viryinia Department of TnnspoiatioD, Division of Highways taken as a
whole. The acaompalying information on pages 23 tlrcugh 31 are pleseDted for purposes of
additiolal 'nFl,sis aud is not a required part of tbe geoeml purpose financial stateEents. Such
information b&s b€ta subject€d to the auditing proc€dwes applied in the audit of the general
pEpose ffnFhciel stat€ment8 alr4 i! our opinion, is fairly preseDte4 in aU nat€fial rcspecE, in
relation to the general purpose financial stalenellls t8k€n as I whole.

,Jr.zl &,/71.a"2.-, r<r.
November 30, 2001
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION DIVISION OF H]GTIWAYS

NOTE 1 -

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JI]NE 30, 2OOI

STMMARY OF SIGNIFICANT ACCOTJNTING POUCIES

BASIS OF PRESENTAION - The fimocial statemente of tbe West vtginia
Depfitu€nt of Tr€nsportatio4 Dvision of Highways (the Dvision) bave been

Fepared in coDformity with accouming principles generaly accepted in the
Uuited States of Amelica (GAAP) as applied to govemmemal units. Tbe
Goverlm€rfal Accounting Skldards Boad (GASB) b the acc€pted stardard-
wting body for establishing governmertal accoEting and finaocial reporting
principles. The Dvisiou's signifcaqt accourtitrg policies are descriM below.

REPORTING ENTITY - The Division is an oporaring unit of the West Vkginia
D€pEhent of Transportation snd !€ples€rlts separate fimds of the Stale of West
virginia (the Sto) that are lot included in the stale's g€neml fund- The Dvision
is a legaUy aepamte entity defiaed by the State colstintioD, ald has statutory
rcsponsibility for the conskuctio!, rcconstruction, mailhanc€, aod itlprovemetrt
of aU State roads. The Division is govemed by a commissioner who is appointed
by the Govemor, but does lot ba\€ a govemilg bard sgarate &om the State
L€islatEe. The Dvision is coDsideled a component tmit of tbe State and its
filaocial statenents are blended with the fimncial statemefts of the prinary
gov€rDnsnt itr the State's compreheosive annual ffnensial reporl

Mmagement has corgidered a[ potedial corqponent lmits to be included in tbe
Division's reporting entity by applying the criteria set foft in acco yring
pdnciples genemly accepted iq the United States of America These caiteria
include considemtion of organizations for which the Dvision is finmcially
accormtable, or olgaoizations for which the nanrre ad significance of their
reldionship with the Dvisioo arc such that exclwion would csDse the Dvision's
finsncial sbteEed !o be Bislesding or iscoEplete. Since no oryaniztiols meet
these cdteria, the Dvision bas no componeat units.

The Dvision of Motor Vehicles is an opoating division of the west Viryinia
Depement of Tm$pofiatio4 which couects c€f,bin rev€nu$ for expeudiiEe by
the Division of Highways. The e{p€ndianes rclaced to the coUeetion of these
rsvenues are rccorded in the State Road Flmd of the Division

FttND ACCOUNTING - The Division uses ftmds and accomt groups !o r€port its
fiagtrcial positioo aDd the resulb of ib opemtioas. Fund accouming is designed to
dsmonshate legal compliance aod to aid ffn'ncial rn'hegel!€nt by segregaing
traDsactioDs rela&d to c€rt8in gov€mmed fimctions or activities.

A fi']od is a ssparat€ accouding eEtity with a self-balsocing set of ac€ounts. A!
accourt group is a fimacial rc"porting dwice designed to trovide accountability
for certain assea and liabilities that are not recorded in fimds because they do not
dhcctly atrect net expedable available financial resourcee.



t
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
t

WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DI11SION OF HIG}IWAYS
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED JT'NE 30, 2OOI

NOTE I - ST'MMARY oF SIGNIFICANT AccottNTINC PoUCIES (coutinud)

The following categodes of govemmend nrnd typ€s aBd accoutrt goups are
preseated in the accompanying financial stat€Dretrts:

Govemmeltal Fuods

. State Road (G€neral) Fund - This fimd serves as the Division's general fi:nd
ad is used to accoEt for a[ fiaancial resouces, exc€pt those requiEd to be
accornred for ir sqother fimd. The State Road Fund is fttnded pdnrily by
dedicated highway user t8xes and fees ad matching federal highuay firnds.

. Capital Pmjecls Fuud - This frrnd accormts for financial I€solfc€s to be used

for rcad corsftrction or lEcoDstruction filauced by imergovernmenal revenue

fiom the west Virginia Parkways' Ecouomic D€velopmefit atrd Tordsm
Authodty, Foceeds fiom the sale of the Stde Rosd bondr' and roabhitrg
fedenl highway finds.

o Debt Service Fund - Thb fi.Iqd accounts for finr"cial resources accrmulated to
repay long-term oblig*ions and itrtlrest thercon-

Account GrcuDs

. General Fixed Assets Accormt Group - Thir acclunt group is used !o ac{,otmt
for all general fixed assets of the Dvision, other thsn iDiastructure ass€ts

(mads, bridges, ald similar stuctues aDd related rights-of-e/ay).

. GeEeral Lone-Telm Debt Accormt Group - This account goup is used to
account fo! the long-lerm debt of the Dvision, including general obligaions
of tle Stalr of We3t Virgioia providing proceeds designated for the DivisioD,
accrued leave tiog post rctiement health insurance benefiq ard estindrd
cleims atd judpells.

BASIS OF ACCOITNTING - The accomring aad financial rcporting tretuent
applied to a filnd is dsErmined by its measurE aert focu& AI govcrmEthl fimds
ale accotEJed for ustng a cun€nt financial lesorm€s measurement focus. With
this m€ssrement focus, otrly cuneDt altsets and curent liabilities geaerally ore

included on the balance shwt Operaing statements of these fiInds F€sent
inaeases (i.e., rcvenues and other financing sources) ald decreases (i.e.,

expenditues ald otler fi!,llcing uses) in rct cuq€nt srs€,ts.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIG}IWAYS

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED ruNE 30, 2OO1

NO]E I - SIIMMARY OF SIGNIFICANT ACCOLINTING POUCIES (Contiaued)

The modifed accrual basis of accourting is used by all govemnental fund typ€&
Under the modiEed accrual basis of accounting, lseenues ar€ recognized when
susceptible to acclual (i.e., when they b€come both measEable and available).
'Measurable" means the amount of the baDsactioo cal be determined aad

"available" means collectible within the current period or soon eoough thereaft€f
to be used to pay liabilities of the current period- Expenditwes sle rccorded rehen
the related fiud liabiUty is iacurred. Priscipal aud inter€st on general long-tsrm
debt arc recorded ss fimd liabilities when due or when anounts have begr
accunuld€d in the debt service fimd for tansfer to the fiscal agent or for
payments to be made early in the folowing year.

sienificant rcvenues subject to accrual include gasotiae and wholesale fuel taxes,
aubEobile pdvilege taxes, federal reimbursemens and oth€r leimblrsemen s for
use ofmaerials and servic6.

Licrnses! fees, and pemils (pri:rcipalty molor vehicle opentols' licelse atrd
regisnation fees) are considered mea$uable based upoo collection aud processing
by the collecting agelt (Divisioo of Motor Vetricles) and are generally recognized
on the cssh b€sis.

BIIDGETARY ACCOUNTING - The Dvisiori's e)rp€odi!rcs arc subject to fle
legistative budget process of the Stale, with B.nnual budgets adopted uhlitng the
cash basis of accouting The cash basis is modified at year €rd to alloq, for
psymed of invoices up to 3l dap after year end for goods or sewices received
prior to ye€r €od- Ap?ropriated budgeted expeditues, which lapse 3l rlays after
the end of the fiscal y€q, Ee incolponted hto the Dvision's ovemll financial
plar, which inclucles reve,nue €stinates devel@ by the Dvision ard tbe State's
erecutive b'rancb- Exp€nditEes are budgeted u$ng nanirat categories of activity
includihg sF€cific cat cries ofconstruction, maintenmc€, atrd opentions, as well
as for special itens. Aay revisiors fta alE! budgpt€d expendinrres for the
o{p€nditure cltegories for each Dvision as a whole must be apgoved by the State
L€gislatue.

The Dvision's Stde Road Frmd bas a legisLatively approved budgel However,
the capital projeqto fin4 debt service firad and ceftai! special revenue monies,
rEported witlin th8 State Road Fund for GAAP purposes, ale not consid€rEd
appropdated firnds in accordance with the Division's budgetary reporting policy.
Accorrdingly, tlese fi.lads ba\€ not been reported ia the Division'e St t€ment of
Revenues, Brpendififts, and Cbanges in Fuud Balances - Budget and Acbral
(Budgetary Basis) - Sbre Road Fuad. A reconciliarion of tbe exc€ss of revenues
over expendiiEes and other ffneneing us€s for the year ended June 30, 2001, oa
the budgetsry besis to the GAAP basis for the Stde Road Frmd follo\r8:
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMISION OF HIGTMAYS

NOTE I .

NOTES TO TIIE FINANC1AL STATEMENTS
YEAR EN'DED JIINE 30, 2OOI

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cotrtinued)

Deficiencyofrevenuesundere.psldihrcs-budgetarybasis S (20,5891'1,
Basis ofaccourting differeaces (budgebry !o GAAP) Q915,714)
Unbudgeted filads 2U5.140

Deficiency ofrwenues under expsndihrcs-GAAP basis $ 20-660,049)

The DQarhent monitoB fiscal data thlowhout the ycsr. The oliginal
appropristed budgpted expendinnes and legislarively enactrd amendneute re as

folloqs:

Olieind budget
Amendmelts
Revis€d budget

sl,014,73426
8.321.000

$u23,055266

CASH AND CASH EQUMLENTS - Cash and celh equivalents are sholt-t€rn
iDvestuents witb odeilal maturities of 90 days or less. Cssh srtd cash equivalsnts
pdncipaUy coDsist of amounts o! d€posit in the Stste Treasllfer's Office (STO)
that are pooled funds mF rged by the West Virginia Investm€d Managetnent
Bosd (IMB). h qddition, the Dvision makes intetest-earning deposib in certaiq
inveshert p@ls 'neint'ined by IMB thal are available to the Dvision with
ov€might notice. lrterest income from these investuents is pro, ed !o the
Division aJ mte3 specified by IMB based on the balatxce ofthe Dvision'e deposis
maintaiDed in rclalion to the lotal deposits ofall state agencies participating il the
pool. Because tbese de?osits re held iq the IMB ilvestmeut pools, no other
disclosures reLdrd to safekeepirg oedit or Darket dsk, or GASB 3 risk are

rcquiFd Howev€f,, market risk exists as the value of the itvestm€nt pools
udedyilg investnent assets may decline because of ar inclease in i@est rat€s

or a decliue in slock pdc6. The cmrying value of the deposits reflected in the
financial sta&ments a!'proxiE ies fit value and aplroxiDates the value of the

shares in the external invesmert pool.

The STO has skffiory rcspoDsibility for the daily cash 'ng'ngernsnl agtiviti€s of
the Shre's agencies, depstments, boards, and coEmissions. The STO detemines
which fiurls to transfer !o the IMB for inve6brent in ac{ordalce with the west
virginia Code, polici€s set by tle IMB, and provisiols of bond in<lentures and

tust sgl€€menF when qpplicable. The IMB is governed by I thfute€n-meEbe!

Board of Trustees. The Gorernor, the State Auditor ad the State Treasur€r 8re

members of the Board aod the other membels are appohted by the Governor. The
Board wag formed in 1997 to serve as the TrusEe to hold certain public persion
firn<ls aod insr.u'mce frmds, as weu 88 to plovide prud€trt fiscal e.trninisEerioq

iqvesheDt, and nanagement of the CoDsolidaJed Pelsion FrEd atd the State's

opera:ing funds.
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WEST VIRGINiA DEPARTMENT OF TRANSPORTATION, DIVISION OF HIGHS/AYS

NOTES TO TIIE FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2OO I

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES (Continued)

INVENTORIES - Invenlories are stated at weighted average cost genenlly using
the 'consrmption method" whercby e:rpenditrrrw sre Fcogoized irl the period i!
which i.oventory usage, as opposed to purchase, ocqrrs The portion of fi.:nd
balanc€ relating to inv€ntories is reported as'Reserved for inveutories".

FD(ED ASSETS - All fixed assets acquired for operation of the Divisio! arc
le?orted as exp€Nditues in the fimd that finmces the asset acquisition aod are
capitalized in the Geneml Fixed A$sets AccoEt Croup. Infrastructure asssts,
constructed uder the alspices of the Dvision, ae reported as "Road
Construction" expenditur€s i! the appropriate goveml]rel1f'l fiInd but sle lot
cOitalized as fixed assets. AccordinglS Lnerest cosb associarld with bonowings
to fuance infrastrustEc oe€rdiams are lecogDized as pedod costs and not
capitalized- Depreciation is mt rccognized as an expendiarc in my govsmmEntal

fitnd-

T'he carrying values for capita.lized fixed asseb have been degmined as folloe,s:

L@d
Buildings
CoDskuctioE-io-Fogress
Fwniture and fixtqes
Shop equipment
Roling equipnent
Scientific equipmetrt

Actual or estimated bistorical cost
Actual o! estimatrd bistodcal cost
Actu8l exp€nditues at bistorical cost
Actual or estimated histodcal cost
Actual or estimated hisbrical cost
Histodcal cost
Historical cost

Estimated costs of buildings ald land n€re compiled in 1983. Buildi4 md tand
additions bave been recorded st cost since 19E3.

CLAIMS - Clair"q awarded apinst the Dviaion in the w€st vLginia st@ court
of ClaiEs mu.st be aprproved and fuoded by legislative actioD" Expendiar€s for
guch clsimq are recognized !o the exteot that ctaims aw8rded are spFoved and
finded by the Legislatue.

A liability for m.firnded claims is reconded b the Gen€ml Long-Term Debt
Aacount Group wh€n Eanag€Nr€nt and the Dvision's leggl section deternines
tbat it is probable that a loss has occured and the loss con be reasonably
estimated. Such claims are s€glegded as eithe! tort or contmst actions and
est'rmcs of loss are based on an analysis of the individual clnimq and hisorical
o.pelience.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIGTIWAYS
NOTES TO TTIE FINANCIAL STATEMENTS

YEAR ENDED ruNE 30, 2OOI

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES (Continued)

CoMPENSATED ABSENCES - Dvision employees generally ean vacdion 8nd

sick leale on a monthly basis. VacdioD, up !o specific linits, is fuUy vested when
earned, and sick leave, \^rhile rct vesting to the employee prior to retiEmsnt, csn

be csrried over to subsequent periods. Any rmused vacation aod sick leave

acqmulaled d employee rctireEent vests to the employee which may be provirted

in the form of post-rctircment palEent ofall or a portion of the eeplo),ee's health

irsuance premiums, or as sert ice credits for retirement purposes" The Dvision
pays l0PZ ofthe bealth insr.:rance premium for retirees who elect€d to participab
in tbe health imurance plal prior to July t, 1988, ard 50% of the trsmium for
retirees who elected to pEticipate ou or 8ftsr that.r"r". Expe&lihl€s for vacatioq
sick teavg ard post retircoeut health insurance femilErs 8re recognized as

incurred The obligetio[ for accumulaied vested vacdion leavg the estimated

obligaion for snticipated terBinatio! payments to cunsrt €nPloye€s fur
conversion of uused vacation aad sick leave to post-retircme|rt health i!8umc€
preniumr aod the obtigation for post-retireme|rt employee health itrsurance
premiuos are presented in the Geneml LDg-T€f,m Debt Accout Group.

RETIREMENT BENEFffS - The Dvisio!'s employe€ 8re covered by the West

Vhginia Public Employees Retircrnent System (PERS)' e multi-employe! cost-

sharing defined benefit p€nsion plar- PERS cov€rs subsbltially 811 employea of
the Divigioq with emploler contributions prescribed by PERS as a perc€otage of
covered pa1,roll.

INTERFIJ'I{D TRANSACTIONS - Dudrg the noroal cor.nse of operciors of the
DvisioD, c€rtah Eaosactions, including expqditues ad talsfels of resouc€s to
provide services and service debt, take place b€tween futrds. I[terfitnd tmnsactioDs

sre recorded ae operating talsfers or advaoces as deternined by Division
rnrnrgement.

RESERVES - Portions of nlnd €quity are segregatrd for funre use and a'g
therofore, not available for firture appropricion or expendiu.tr€s.

CoMBINED TOTAL coLUMNs - Conbined total colulnns on the g€neral

grpose fi"mcial stalemeG 4e captioned "memorandun onf to indicate tt'"t
they are presented only !o ftcilite financial aoalysis. Data in these columls do

Bot Fesent fi@ncial positio!, r€sults of op€ratioDs or chaqg€s in finnncial

position in coDforEity with accounting pritrciples gen€mUy acc€pted in the United
Shtes of A.merica Neithe! is such dala compsable !o a consolidation IGrfimd
eliminations have not been made in the aggregEtion of ttris d8ta.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DIVISION OF HIGHWAYS

NOTES TO TI{E FINANCIAL STATEMEN]S
YEAR ENDED JUNE 30, 2OO 1

NOTB I - SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES (Contirued)

GOVERNMENT ACCOTINTING STANDARDS BOARD STATEMENT NO.
34 - In Jrme 1999, the GASB issud StalemeD:t No. 34, Baslc Ftnonctal
Stqlements - ond Managenent's Dlscttsslon and Anafis - for Stde @d lpcal
Goverrpnews. This sbtement established finaqcial reporting stmdsrds for slate

and local goverr.menb by revisiDg tbe b€ric fiuncial statement requirulents and
also rcquirilg a maoagsE€N1t's discnssion and analysis to introduce the basic
finaocial stat€Dents ed to Fovide s! aDalytical overview ofthe entiqy's fimncial
activiti€s" The Department int€rde to adopt the proeisioB ofthis stalcment for the
fiscal year ending Jrme 30, 20@, which is consistpnt with the State of West
Virginia's planned adoption period. The Division has not completed ib aDd),sis
aod thlls is ulable to €stimate the i-Epact ofthe adoptiotr ofthis pronolmcemEnt

NOTE2- RBCEIVABLES

Rec€ivables at June 30,2001 consisted ofthe following:

Federal sid biued Ird not psid
Fedenl aid esmed bu not billed

Tohl federal aid receivable
Other receivables

Combined otal receivables

$ t3;124244
43.720.109
s7,4443s3
3.053.520

s____igagei

Receivables represe'rting fedenl aid eqned but trot biued relate pdlcif'lly to the
Federal Highway Administration's GIfwA) participari4 shale of expenditues
on highway Fojects"

NOTE3. TAXESRECEIVABLE

Taxes receivable at JuBe 30, 2001 consisted ofthe fotlowing:

Auomobile privilege taxes $ 1,9,763,963
Gasoline and motor firel taxes 3L65L5m

s__52At6,45
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WEST VIRCINIA DEPARTMENT OF TRANSPORTATION, DTVISION OF HIGIIWAYS
NOTES TO THB FINANCIAL STATEMENTS

YEAR ENDED JTNE 30,2OO1

NOTE 4 - DUE FROM [TO) OTHER STATE OF WEST VIRGIN1A AGENCIES

Amormts due from other SlaE of West

consisted of the followirg:

The Depadrent of Adminiffr'riqa
Br:reau of Employment Progams
O6ce of Emergency Services
The DepertEent of Tratrspoltation
The Govemor's Office
West Virginia State Police
West Vi€inia Building CoEmission
Adjdaut Gercrals Offce
Other aeeneies

The Deparbrent of Administmtion
Btlreau of fueloynetrt Plogans
The D€partmert ofTax and Revelue
Worken Conp€nsation Fuod
The Govemor's Offce
DepEtm€nt of Natural Resouces
We6c Viryinia Stale Police
west viryinia Shte Auditots ofrce
Dvision of Conections
Other agencies

NOTE 5 - INVENTORIES

Inventories d Juoe 30, 2001 consist€d ofthe foUowitrg:

Matedais ard suppli€s
Equipned rcpair parts
Gas and lubrication supplies

Virginia agencies t Jwe 30,2001

$ _3166.675

Anounb due to othsr State of West viryinia sge|xcies ar Jlme 30, 2001 corsisted
ofthe followine:

s 142216
27227
8s,931

4679,s10
259324

1a L\
44238
47,6t3

2l1.181

s 186,908
6,300

30,850

\8n,877
12324

l$3n
106,695
l, s?5

75,9s3
13398

$____243J297

$ 213793t2
9,6702t7
1.333.403

s,323f2jd2
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WEST VIRGINIA DEPARTMENT OF TRANSPORTAIION, DMSION OF HIGHWAYS

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED JIJNE 30, 2OOI

NOTE 6 - FDGD ASSETS

A suornary of chenges in fixed asset accounls i! the
Account Group follows:

Bol6c6
Julv 1.2000 bcndses

t@d 5 15,425,U3 5 10n258
Bdldh€r 49,&4,143 lZ171,T!0
Con*udo!-E-progr6s |,&2.16
FDrotuilr,ord 6fjr.3 13,881,7/5 497318
Rouhg dcr ald shop equlprorot l66Jg/,885 8903291
SdeottEc equlpE nt ____1 ,@

$ 2l1l&.@ $___24I6LIU

NOTE 7 - RETAINAGES PAYABLE

The Division bEr eDlered irto a! arrang€menl with the West Virginia hvestn€nt
Managsm€Nxt Board whereby mouta rehined froE payments !o contactors nay,
at tbe option ofthe contaclo!, be deposited i! aq inle{est beadng accoEt itr the
coDtractot's Dame. Rstailagg payE€nts ale Eade to tle cotrhaclor qhen contacts
are sstis&ctorily compleed The fimds o! deposit in these accouts are not
reported as asrets of the Divisio!. At fuBe 30, 2001, retainages payable on
comac{s had be€n rcduced by these a.mormts on delosit ia such accormts by
approximately $ I 4,92,000.

DUE TO/FROM OTHER FUNDS

The Stale Road Fund has a balaoce of $1,006,680 due from the Cepital Projects
Fund as of Jlme 30.2001.

IONG-TERM DEBT OBUGATIONS

The following is a surm.a'y of cbaog€s in the loug-tem debt obligaliols of the
Dvision:

Jnly I . 2000 Bonds ksued Payments Jupe 30. 200 I
Cr€nsml
obligation
bonds $361,690,000 $110,000,000 $(20,665,000) $451,025,000

NOTE 8 -

General Fixed A$ets

Bal6c!
D@Es Jure 30.2001

s 22,a,140 $ 14213t61
320t,6t0 58,834r!3
t3u643 219,463
957,A7 t323t,47

42n,618 171213,4fi
et.ae ____zaJ@

$_lan ? s t6z@J3L

NOTE 9 -
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIGTIWAYS
NOTES TO TIIE FINANCIAL STATEMENTS

YEAR ENDED JI,'}.IE 30, 2OOI

NOTE 9 - LONG-TERM DEBT OBUGATIONS (Continued)

Gvnaal obligarion bond issues are authorized by constitutional amendments md
are general obligations of the Stxe of West Viryinia- Ieeislation implementing
the anendmeats r€quircs that debt service on the bonds be paid fion the State

Road Frmd aad to the extent that thsre arc ilsufrcielt nrnds thereiD, fiom a levy
of aa annual state tax. All bonds adhorized uoder prior cotstjtutioDal
aEeodments have b€€n issued aod include @ounts ortstanding es follows:

OdgM Otstaoding
ksue at

Amount Jure 30.2001

Better Highways Bords, 2.15o/o a 8.70Vq
matrdng tbrough February 1,2006 $ 500'000,000 $ 30,620,000

State Road Bonds,4.0fl/o to 5.75y0,

mdllriag drcugh June I , 2025 440.000.000 420.45.000

$_l{1000-000 $ 45L!25"000

Debt service expendiu[w for debt s€rvice funds iqcluded interest of 824214,t24
for the year €nd€d June 30, 2@1. Total debt service costs, exclusive of coupon

redempion costs, for each of the next fve years and thereafter, on gsnaal

obligBtion bouds payable though debt service finds, are as follows:

Year EndinS

-_______:::_::L

2W2
2003
20M
2005
2006

Thelcaftsr

Principal

$ 13265,000
13,925,00O
14,640,000
15,370,000
16,100,000

377;125,000

$ 23J17,145
23,058,035
22344,314
2t,6ts,E66
20,8Er''49

203,771,137

$ 315J90,96

s 36,98414s
36,983,035
369843r4
36,985,866
369U,429

sttA96,t3'1
s 76Ars,n6

Toal

Drring the yea snded June 30, 197, the State was adtodzed by coDsti!.dio!81

amendoent to issue $550,000,000 of geneml obligation bonds to fund highway
and road construction pmjecb. These botds will bo repaid from revenues of the

State Road Fund- Bonds of$220,000,000 w€re is$ed during the fiscal year ended

June 30, 1999, $l10,000,000 ofthese bonds were issued durirg Jr:ly 1999' and an

additional $110,000,000 was issued drdng Jtdy 2000. As discussed i! Note 15,

the Dvisiotr issued the remaining $1 10,000,000 ofthese bonds durilg July 2001.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIGTIWAYS
NOTES TO TTIE FINANCIAL STATEMENTS

YEAR ENDED ruNE 30,2OOI

NOTE 9 - LONG-TERM DEBT OBLIGATIONS (Continued)

The Dvision's Stale Road Bouds are subject to the arbitsage rbate Fovisions of
the lntsmal Revenue Code, which requirx 90/o of interest eamings in q<cess of
inteFst expeuded !o be paid to tbe Intemal Revenue Sernice. The Division bas

calculated aa arbitage rebare liabilry of$1,531,000 as of June 30,2001, which
has been recorded as a liability and as a reduction of iqterest iqcome in the capital
Projects Fund-

NOTE 10 - CI.AIMS, JUDGMEN]S, AND COMPENSATED ABSENCES

The following is a summary of cLains, j u{grnents, and comP€xlsd€d abs€nc€s

r@rted i! tle G€oeral Lng-Telm Debt Account Gmup:

I
t
I
I
I
I
I
I
I
I
I
I
I
t
T

Estimated claiEs

Balqac€
Julv 1.2000

$ 9,300,000

Accrued vacelion leave tiqe
erd rela&dcosts 31,881,861

Cost ofsick leave estimared
to be com,€rted to health
i[suance covemge d
retirement 33,91,000

Expenses to be paid in
subs€quent fiscal year 344.000

$,--755t6,E6L

IBcr€€se Balance
(De{re€se) June30.200l

$ 1,900,000 $ I1,200,000

(62,190) 3t,8t9,67r

(542,000) 33A49,000

ouvn 320.693

L 1212t91 $__J5J893&
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIGHWAYS

NOTES TO T}IE FINANCIAL STATEMENTS
YEAR ENDED JT'NE 30, 2OO I

NOTE l0 - CLAIMS, JUDGMENTS, AND COMPENSATED ABSENCES (Contirued)

The following summarizes tle claims tiability for the current ye€r ald tbd ofthe
-*-lin^!,s.

Estingted cleirns liability, July 1, 2000

Additiors for claims incurred durisg the )€ar

cbrtlges in estimates for claiEs of pdo! pefiods

Payments on claims

B*imced clainq liability, Juoe 30, 2001

$ 9,300,000

1,s8s350

415,16

(r00,490

$ ll2o!p!q

Ar Juoe 30, 2001, ap'proximately $39,627,000 of tort clsims and $6340,000 of
constructiotr clairns \rsre pending agairs the Division in the w€st Viginia StaJe

Cout of Ctsims Witl rcspect to these claios, the Dvision has 8tr estiD.ated

obligaion of $11200,000, recorded in the General Long-Term Debt Account
Group, based on matragemed's evaluaion of the Dats[e of such claims and
consideration of histodcal loss eorperience for the respective t ?es of action Suah

cLaims will be recooized prinarily as expeaditnes ofthe State Road Fund it md
when, they are approved for payE€Dt by the L€gislatrrc in accodsnce with legal
statules. Dudtrg the normal coune ofoperations, the Dvision nay b€come subject
to oth€r litigatio!- Maragement is of the opinion that no merial obligations will
arise from unasssrted claims as of June 30,2001. Accordingly, no provision bas

been nade in the financial statemetrts for liabilities, if any, Aom such litigation

The Dvision's obligation for acrmed vacation leave time includes leate time and
rclaled c.sts expected to be paid to €mployees ir the ft.ture and is deterninsd
using lage levels in effect at the de the obligation is calcularld Also included
i! this amouf is the Division's unfirnded obligstioD of ap'proxiD{tely $3,567,000
aisiag in connection with legislation to firnd portions of employee post Ftiren€tf
health inslll€lce costs for retired employeer.

Upon rctirelInent, an €rlployee nay apply rmued sick leave or annual leavg or
both to reduce their fi.rture insuance premiuns paid to the West Vfuginia Public
F.nlFloyees I[slII€nc€ Agency o! to obbi[ a greara benefit under the West
Virginia Public Enploye€s Retircment Syst€m"
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DTVISION OF HIGIIWAYS
NOTES TO TIIE FINANCIAL STATEMENTS

YEAR ENDED JTJNE 30, 2OO I

NOTE 1I - TRANSACTIONS WTTH TIIE STATE OF WEST VIRGINIA

The Division leases fiom the @snt of Adminisrarion subsoatially all of the

State Office Buildirg No. 5 and a portion of State Ofrce Building No. 3 which are

owncd by the stale Buildiag Commission The Dvision may be released ftom ie
obligation ody at the optiotr of the lessor. The Dvision is obligated udsr these

operating leases' which expire Decenb€r 31, 2@l for reutal palments of
apFoximalely $1,016,170. Maoagement exp€cts the leases !o be leoew€d r.Pon

expiration

During the year ended Jrme 30, 2001 tbe Division incuned payroll related

expsditurcs of approxinely $27J85,000 for employee health ia$mnce
benefifs snd aFploxin@ly $t,570,000 for employee work€rs' coEp€nsation
belefits, which arc paid into fimds adninigtered by tbe We$t Vtgiria Public

Employees lDsuJ:ance Agency ald Worken' conFsation Flm4 resp€ctir€ly.

Monies were paid fiom the State Road Flmd to the Deprment of Milit ry Aftirs
and Public Safety, Di1,isioo of Public Safety for various services psrformed- These

expelditur€s, which were ardtorized by the Legislafie, smoudrd to
approximaely $5,466,000 during the yeq ended June 30, 2001.

NOTE 12 - COMMITMENTS AND CONTINGENCIES

The amouf of rmexperded balances ofhighway design and co[shuction contracts

entered int! by the Dvision with vadous codactlls approximat€d $401'605'000
at June 30, 2001.

The Divisioo participates in several federal progams which ee subject to ardit by
the fed€ral awarding agency. The Dvision records audit adjushents for
questioned csts in the pedod the audit is ffn'lized- Audits bave be€tr completed

and accspted tbrough Jrme 30, 2000.

Drdng the year encled Jue 30, 19E9, the Dvision in-subshnce defe€sed

Hundtrgtol Bridge Revenue Bonds da&d Janua'y l, 1965, by adhorizing the
West Vilginia Muicipal Bood Conmission (MaQ, the bond fiscal agert' to
pEahase U.S. govemment securities which will o,orre o! dates to coincide with
tle remaining pincipal atrd interest paymeab. At Juoe 30, 2001, $2,460'000 of
tlese boncls were outsuading and are considercd defeased" AccoldiDgly, the sssets

and liability for these defeased bonds have been excluded fiom the Division's
firyrcial statements.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DIWSION OF HIGHWAYJ
NOTES TO TI{E FINANCIAL STATEMEN'Is

YEAR EN'DED JIT{E 30, 2OO1

NOTE13. RETIREMENTSYSTEM

PLAN DESCRIPTION - The Dvision conhibutes to the Virest Virginia hrblic
Employees' Retiremeut Systen (PERS), a cost-slEilg multiple-employer defiaed
benefit pension plan adminisrered by the West Virginia Corsolidated Public
RetireEert Boad. Cbapter 5, Article l0 of the West Viryinia State Code assigDs
the -'thority to eshblish and a.mend benefit provisions !o fle PERS Board of
Trusees. Employees who rctirc al o! affe! age 55 aad have completed 25 yeqr of
qedited servic€ ale eligible for retirement benefits as estsblished by St@ stabre.
RetiremEnt berefits 6e payable montbly for life, in the form of a straight line
arnuity equal to two pelcent ofthe employee's final avemge salary, nultiplied by
the number of ,reqr of tbe employee's credited service a the time of retileE€at
PERS also Fovides defered retirell1ett, ealy retirement, death, and clisabilig
b€oefits !o plan members ald beneficiades. The West virginia Consolidated
Public RstiremEnt Bo€rd issues a publicly avaitabls finarcial rcport tbat iucludes
fi.D8llcial staiemenb and requirEd supplementary information for PERS. Tbat
rE?ofi may b€ obtained by uriting !o tle West Virgioia Comolidded Public
Retir€med Boarq 1900 K-enawba Boulevard East, Building Fivg Cbrdesloq
West Viryinia 25305 or by calliog (304) 558-3570.

FUNDING POUCY - The PERS finding policy bas been esubtished by action of
the State Legislatue. Stat same reguires th,f plaa pafiicipallts colltrftlae 4.5%
of comp€Dsatio!- The crin€Nrt combined contibr.rtion rate is 14% of annua.l
covued paym[ ioch,ding rhe Dvision's cootribution of 9.5% which is
established by PERS. The Division's contsihsiols !o PERS for rhe y€€Is ended
Jtile 30, 2001, 2000, and 1999 werc $25,571 ,M2,$21p00,8M, nd $20,123,94t,
resp€ctively, egual to the required contributions for each year.

NOTE14. RISKMANAGEMENT

The Dvision is exposed !o various lisks of loss related io lorts; theft of, d"mnge
to, and desturctio! of assetq erron and omission4 injrd€s to employees;
smployee health aad life coverage; and ndural disasers. The State of West
Vilginia e$ablished the Boqd of Risk ad Insuraace ManagEmelr (BRM), the
htblic Employeos Insnance Agency (PEIA), ad the \9orkers' Compersation
Fund (WCF) !o account for and fiaance EirsurEd risb of losses for state
agstrci€s, ilsdartions ofhigher €ducatioq and com!,orcd. units.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATiON, DMS]ON OF HICIIWAYS

NOTES TO TI{E FNANCIAL STATEMENTS
YEAR EN'DED JUNE 30, 2OO I

NO'IE 14 - RISK MANAGEMENT (Conthued)

BRM is a public entity risk pool that pmvides covemge for gen€ral, Fop€fty,
medical malpractjce, aod autoBobile liability. PEIA is also a public €ntity risk
pool and provides coverage for employee ald depend€d healtb, liG and
prescription drug in$anc€. The WCF provides coverage for work related
accideofs md is coDsidered an insur:ance eftqpdse fimd. The Division retaim the
dsk of loss on c€rtain tort ad contractor claiDs in excess of the amourt inswed
or covercd by BRM's insuralce csrier. The Division bas evaluated this potetriid
risk of loss as discussed in Note 10.

Tbough its participation in the PEIA aod WCF, the Dvision has obtained h€alth
coverage atrd covemge for job relcd injuries for its employees. Il exchange for
payment of premims to PEIA and WCF, the Dvision has hsnlf€med its risks
Flated to health covemge and job related iqjuries ofemployees.

NOTE15- SUBSEQTTENTE\ENTS

In July 2001 the State of west Virginia issued Geneml Obligdion Stale Road
Bonds of $ 1 I 0,000,000 !o be Fpaid from rev€nues of the State Road Fund. These
bonds were issued with a! irtercst re of 3.5o/o tt 5.5%o nd fiahl'€ tbrcugh June

2013. During the year ending Juue 30,2002, debt service expendinrcs associaed
with these bouds l^lill include intqest of $4,791,147 orrld pdrcipal FtirEm€nt of
$E20,000.

ln Jlme and July 2001, the Stm experienced si@ificsot floodiry. As a rcsult,
subseguent to yeo.r en4 the Dvision incured siEniffcsnt oe€nditEes relst€d to
emergeDcy work as a result of fre floods. The ge€nditurEs

$33,450,000 and the Division anticipares collecting approximately $21,780,000
fiom the Fedelal Energ€N1cy MaffgemeDf Agency and the Federal Highway
Administration
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WEST VIRGII\IIA DEPARTMENT OF TRANSPORTATION' DIVISION OFEIGEWAY8
SCEEDAI,E OF BUNETED EXPENDNURES

Year EDd€d JEo 30, 2@1

Allowablo
Ex!.ldl'trEs

Pe|r Blrdset BiU

$ 229,d)0,ooo

50,m0,000

36,m0,0@

2,000,@

I5,@,0@

4r:711p95

50,@o,o@

70,@,@

150,000,0@

300,@0,0@

30,@,@

34,456,7t7

1,380,@

103,E90 .

4J37574

3M@

s r,0t4:t3426

Arbwbte
Bq@dil'E€s

P6 ErdS6t Bila

I4aiDteDaDta

Mabf er$rr€, contrart paeing

Ead s€coldrrt rcads

SEa[ f.idg. rsloir
ed llplaremrd

Lwmtory rovohing

Eqr4@eot reeohhg

Geosal o!.adi@3

Ddt s€ceics

Idrdtalo hiShwsy8

AlPalaohbn hiShwEyB

Otu &dqal aid F.eraos

NcEftdrml aid o.dst lticd

Dieisi@ of lvtotor vehioles

Liue( cotrol Flgrur!

Clairn!

Bc6rd olRisk lvlMged€or

ARC als€€€irxluc

' Ffol Clains a!'!d.Eda!ed by lits. zAvj

$ 12,1m,000

5,0@,000

(4,000,000)

(5,000,000)

(4,889,000)

r2100,000

02J00,000)

5,0@,@

110,000

s 8J21,m

$ 241,1@,ooo

s5,0@,@0

32,0@,0@

?.000,000

10,@,@0

4t:1tL99s

45,111,0@

70,@0,@

r62j@,ooo

2tlt00,000

35,@0,000

34,156JO7

1,490,0@

I03390

4J37,614

--------3M@-s Lta,oss

S€e Ild€F€ddd tudibd RrPqt
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WEST VIRGINIA DEPARTMEITT OF TRAINIPORTATIO\ DIWIITON OF EIGEWAYS

SCEEDT]IE I. SVMMARY OF SIJPPOKr AND ADMINISTMTT|E OPEMNONS .
REqOLVNO FOND BASIS . STATE ROA.D FAND

I Gdeal olqdi@s - S{hed.& II S tp22,835

t ESuipn€@t - SdIEdDlo Itr LY70,619
IEvEddy adjtsbd. Sch€dulo Ig 335J18

a 6r22e'e72

I

f enc,""**"c ---------344@-I

I Sl'pp.st aid,^niniqatifB cFdatids F
I C@bin€d Stsl@d ofRee€cnls, F4€aditsrEs ard Chrages

i! Foad Baba!€s - AI Gsr@.otrl Fuod Typ63 $ 6l5ngn
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WE.ST YIRGINIA DEPARI1IIENT OF TRANSPOKIATION. DIV$ION OF EIGEWAYS

SCEEDI]I.E N - DETAIIS OF GENERAL OPERANOAS -
RWOLVNO FOND BAStr. STATE ROAD FAND

Y€ar E{ded J@e 30. 2O0l

G6e{al opqdcEr qqdiEe&
SeIEi€s dd wagEs, inddiag auocded

@ployEs b€drfirs
F nFloyeo h{efr ts, Ead€trslloc8td

Mding rcpairs dnd h'r'rrm'nc8
F@itds tud fiffe pErcbrs€s

h'Irbss€s ofnsf, buildinF and ldd
cost ofwort doae fc oudds agemcios

R!rf8l!, ovr@locarEd

G€neqal @d rdrilni.t'dgB eq@66s

Totrl EBneaI opdadonr ql6ldftE€s

$ 18,504,365

3,421,093

852,043

1,3s6,70E

9,805,023

4376,420
(53s4,W
24,96tl30

s 5?,922,835

See IndeFod.d. Aldnon' Rsp.dt
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WEST VIRGINIA DEPARTMENT OR TRANSPONTATION, DIVISION OF EIGEIVAYS
SCEEDITI.E M - DE'TAII'' OF WI]IPMENT - RWOLVING FT]ND fu4SIS.

STATE ROAD FI]ND
Y€ar Etrd€d Jullo 30, 2001

Op€cding "qqdit'n'6:
PaFoIl
Itrgrdtory Dsage

DkEct pEcbrsos oftnaldals and swpli€g
Brdldhg ald groDnds

New equipftd pDrdrsrs

La6s eSEiFrdl cosB alocated to rodd
prqeff ard ot[gr oFadoD!

Totd o!€rdag exp€ndilrrB ofEquiFEeE furotyilg Fund

s 20J17,&6
t2,127,412

r02q,5B
235,541

8,4t9,1n
54390,6s9

(49,42n,W)

$ at0,6l9
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WEST VIRGINIA DEPARTMB{T OF TTANSPORIATION' DIVISION OF EIGEWAYS

SCEE)I]LE IV - CEANOF] IN II]YA'TORI. STATE ROAD FT]ND

YearEoded Jlltre 30' 2t'01

Irftdort p&lhsses

Itr9Edory u6agB

Elc€s (dEfi cie&t) d hr€dcrt
aaqdsnicEs oeq lsagB

I{vaulqy a4iultn€sts:
Pbydcal itrvEdory adugff@l
Dtupoel of obsolde irsEdort

TobI iwsdory aqiustmrd8

Ngt deca@se h hvrBtory

IneE@ort bdlrf,cq b€gindry of 

'te
Itrvrdory b€lrf,c€, edd ofy€6

Se€ hdA.ddrd A!dird8' ReForl-

$138p53,8r6

040,471,039)

(1,5r'7223)

162,r24

174394

0,l8o,7ot

33,363,631

$ 3238a112
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Busin&s Adoiss and Cot6tltanb

CEFTIFIED PUBLIC ACCOUNTANTA

To the Joint Commitee otr Goverolent alrd Fiqance
West Virginia l€gislature

atrd

Management of the West Virginia Delarheot of
Tmrspoftmio!, Dvision of Highways

We bave audited the finsqcial statsmente of the West Viryida D€parment of Tmrsportdio!,
Dvision of Highways (the Division) for the )resr ended June 30, 2001, and bave issued our
lrpofi thereoo dated November 30,2001. kofessiolal standards rcquire that we provide you
with the following infornatio! rclated !o our audits.

TEE AUDITORS' RESPONSIBILITY TJNDER GENERALLY
ACCEPTED AUDITING STANDARDS A}ID GOWNNMENT AWINNG STANDARDS

Our rcsporsibility, as described by professioDsl stsrdads, is to plar and psrform our ardit to
obtain reasonable, bul not absolde, aeerralce that the financial sta4eme6 are &ee of naterial
misstateEerts aod sre fairly prese'nted in accordance with accounting principles generally
acc€pted in the United Sta&s of Americ€. Because an audit is desigled !o Fovide rearoDable
assurance, bu not absolute assurarce and because we did not perform a detailed examination of
all taasactions, there is a risk that naterial enoN, frau4 or other illegal acts msy eNdst 8rd not
be detected by us.

REPORTABI.E COIIDITIONS IN INTERNAL CONTROL A}ID REPORTEBI.N
COMPIIANCE FINDINGS

In plaoning md performing our ardit of the financial stdements of the Dvision for the ye€r
ended Jue 30, 2001, we consideled its irtemal cootrol !o det€rmine our audiring procedurEs for
the purpose of expressing orn opinion on the financial statements and not o provide assurance
on the iuEmal codrol. Ho\rev€r, we noted certain mafiels descdbed below involving intemal
control atrd its op€mtion that we consider !o be reportable conditions lmder staodards established
by the American lrstitute of C€rti.fied Ihblic Accountads. R€porhble conditions involve matrers
coming to ol[ at!€ntion relating to signifcad deficiencies ia the design or operation of the
intelul conEol that, in our judgerreod, could adve$ely afect the Division's ability to reco!4
proce$, sunmarize, ad leport finaDcid d"r' colsistent with tle asseltions of nanagement in
the firancial staftmeds.

A @uI IW L-@nb! codpdr!
Il*.qdnetedon

Th€r,/&ada c.e . 14u \rr$da &€.4 B.d . Edt r@ . ch6!ed4 w..lvi8td! 2!gn
rb@o (J041343-{26'cc l-Ge} 93E44 . Fd (30aF{9€0G . Bdl c!€e5tr!6P6-.on

Lrebeol Aestutlndraeo olcaw P/btt A@t dt't'. WWW b't.wdWtuturoJcatw I\lWAMaroB

offif,qt?;,,,, @



A narerial weakness is a reportable condition il which the design or operation of one or more of
the intemal coffrcl components do€s not reduce to a relatively low Ievel the risk tbat errors or
fraud in anourts that would be mat€dal in relation to the filancial stat€ments being audited may
occur ald lot be detectd within a timely period by employees h the tromal couse of
p€rfomdlg their assigned firnctiors.

Ow consideration of intemal contlol would not necessarily disclose aU mstrers in intemal control
th't might be reportable cooditions aB4 accordingly, would not nec€ssarily disclose all
reportable conditions thd are also considered to be malerisl we€.l:oesses as defined above.
However, none of the repo able conditions described below are believed o be a material
wea-kness.

As part of obtaidng resso[able assmnce about whether the frrancial statemeob are free of
nmial nissutenent, we p€rfomed tests of the Dvision's compliance with cerain provisions
of la},,s, regulatioDs, contacts, and grants. Howwer, the objective of our tests qJas lot to provide
al opinion on compliance with such provisions. However, the rEsults of our t€sts disclosed
instalces of noncompliance rhrr arc rEquired to be qofied rmder^ Governnen Auditing
St@da,'dr sld sre described below.

hdependetrt Engheer's Cost Esdmate (Co nEltance dttd Inlemal ConboT

Sectio! 157-l -7.7b of tbe Code of Stare Rr:les rcquires dre dirwtor of the dividon initiating the
rcqu€st for service to be responsible for preparing s! iodQerdent €ngineEr's cost esdmate pdor
to the receipt of tbe fee Fopossl from the colsultatl We Doted s€veral instances in which the
engheer's cost estimate was not prepsred by the Dvision until after the coDsultart's price
proposal was received.

We repommend $ar tbe Dvigion devote the nece$ssry resourc€{r to eDsure thaf tle Code ofStab
Rules and ite polici€s and procedures are folloe/ed and cos! €stil1lates are prepsred ia a timely
Iru!!er.

Pmcurement of Archltectural ard Engine€ringseralw (ConqUtnce attd Intenol Conaoq

Ch4ter S4" 41e1s 3, Sectiotl 9 of the West VirgiDia Code states iq part thal "The head of each
agency shatl nnke md mointnin recods containing adequate and proper docrmentation of the
organizatioq fiructiols, policies, decisions, procedures and esseirtial tmnractions of the agenqr
dBigned to frnnish information to plot€ct lhe lega.l and finaacial righe of the stale aqd of
penons directly affected by the agency's activiries." Further, Section 157-1-73bb ofthe Code of
State Rules lequires the selection collmittee for the procurement ofarchitecnral ,rd eDgine€rhg
services to consist of the Seoetary of Trwrsportation, the Coomissioner of Highv/ays, the State
Highway Engineer and the nex! lower level of malag€raeDt below the State Highway Engine€r
uder whose direction the work will be oerforned-
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We noted the following during our review of docuEentation relared to the procuremeft of
architechual and engtheeriag sewices:

. The Consultins Services Section of the Engineering Division did lot have a CoDsu.ltsnt
Conndential Qualficadon Questionaaire aud/or CoDsdtant Cost Ac4oufing bformatioo
Statslelt on file for thee of the projects selected for review.

. For ole of the projects reviewd the membsN of fle selectio! commitee l,€re not
documented

o For several of tbe Fojects reviewe4 the reasons for wby a vendor was selected and the
intsreiews ofcoDsultants wele not docrmented.

We recommend that the Division strengthea their policies and procedures regatdiag leguiEd
doculaentalio! for the procruement of architecaml aud engineering services.

hformatlon SysteDs Coljioly (Inlenal ContoU

Tbe m€nagement of the Dvision is Fsponsible for establishing md naintailing adequate
informstion syst€rrs intemsl contol$

The Division operates I wide variety of compuler applicdioDs, Esly of which affect federal and
state prograos data. Dudng or:r review of the infomation systems controls we noted the
following:

. There Ee no foroal policies and procedures for review and monitoriog of the ussr
accouri access Daintenarc€.

o There 'i.rere several usq accout] that did lot belong to crurent ermployees of the
Dvision

. There are no fornal policies aod gocedures for review srrd monitoring of various
information slstem security Fports such as tle'failed access rcporl"

We recommend tlat the Division strengthen tbeir policies and procedures related to information
systens contsols sad €nsue thal confiols sle opemting as degigDed Frrfter, the intemal zudit
group oftbe Dvision should consider designing audit procedur$ for the monitoring and rwiew
of irfomation system controls.



OTHE,R COMMENTS AND RECOMMENDIITIONS

Dudng our audit we became aware of several other mallenr that are opportunities for
shengthsning iqtemal conhol and opportunities for ifiproving operaing efrciency. Ow
coEtments and sugg€stioos follow. lo additior, we became avare of iomarelial insunces of
lo.qcomplia.qce which are also reported below. We bave discussed these comments aod
suggestions with various Division pelsonnel, and wilt be ple€sed to discuss them fi.rtber ar yor.u

catrv€rdence.

hternal External and Proc€durei Complisrce Audit Group

Irtemal, Extarnal, cnd Procedures Compllance Auilit - Policies and hlcedrr€s Manusl

Atr ardit policies and trocedwes 'nrnual Fovides persoanel with writen documertation of
specifc rcsponaibilities and cootrols to be foloqtEd in thet perfomaoce of audit work These
policies should b as standard as possible wbile allowing appopliale flexibility !o ad&€sg
uique circuosances. Soadardization of policies provides for few€r disq€pancies, coDsisht
idemification and tre&EBf of issues, coDsistent sarnpling methodologies, aod cptrsi$ent
reporting In addition to providing consistem idornarioq a manual facilitates transitions wh€n
adopting new proc€dtrres or pei'sonnel changq and provides an overview for .t61u +ing the
cwlent q'stem. Wlile reviewing the audit manrrlq for the audit groups, we notld that the
E8lluals were no! clrrcot.

We resommeEd that the Dvision udate their ardit policies ad Focedures 'nanual whic.h
<tocuments the policies and procedrnes rel,ated to the audit groups. The manual should contain
geneml policies as well as specific procedures psrforEed in auditiag inforncion, identiry
personael responsible for performing such procedues, ad sp€ciry reporting rcquircrneats. I!
additio4 the maqual should include appropriate guidance relaed b how !o b€rdle issues
identitred aod the appropiate reporting and follow up required AU psrsoD.nel should have a
thorough working knowledge ofthe manual and thc manual should b€ upda&d as ne€ded-

I|rtornal Audit - Information SJrtem Reviarys

The Division operaes a wide variety of aomputer applications and systems, nany of which bave
a dtest a.od Eaterial effect otr f€deral snd stale a.srard Fograms and are critical !o tb€ daily
ope[atio[s of the Dvisioo. Frrtler, these applications a.od syst€ms are sioificandy dependent
upon cootols aod edit checlc includ€d witliq theee systems. Dr:ring our revievr of the intem'l
audit fimctions ald focus of fieldwork, we noted tbd the iqtellal audit group did not devote timc
and resources to testing the geneml and application confiols s]d edit checks which re applicable
to the critical informstion systems ofthe Divisioll

We rccol!.mend that the intemal audit group's work plan include adegue covenge aod Fview
of the significant information sy$ens in ptace. Thir review shodd focus on identi$ing the
signifc&t iDforEatioD systems to be reviewe( reviewing general and application controls in
ptace, leviewing edit checks for proper firnctioning aod otb€r significant steps as identified in
the review. Further, the intsma.l audit goup should consider hiring a person with a relevant
infomaiion systems backglound to assist iD the performance of the review. This position could
also be outsourced tbrougb the use of an information syshs audit specialist fron a c€rtitred
public accounting firm.



5

Intemsl Audlt and Procedures Conpliance - Audlt Msthodolog snd Rotadon

S*rion 4.6 of Gwernnten! Audlttrg Stqndards stales in part thrt, 'The work is to be pmperly
plarned, and auditoF should coDsider mateliality, among otber Eafi€rs, in determiniog the
Dature, rirnin$ s.ud extent of audiri"g procedures and in eval'-ring the rcsults of those
pocedures." DEing our rcview, e/e determined rh't the intemal audit group aad the procedres
compliance group did not have a foroalized audit methodolog/ and rotation for determining
which areas of the Dvision would be reviewed. Thereforg some low risk areas appeared to be
over audited and other higber risk areas were not colsidercd for review.

We recommend tbat the iqtemal audit group aad the procedures complieqce grolp conside!
de"elopi"g a risk based audit methodology appmacb" Under thir approacb, the audit groups
would anqu€Ily rcview all operarions of the Division and oppropriately ideniiry the sienfic@t
risk areas q'trfe subcca[tial resources and time sbould be devoted. Lower risk areas could be
andited on a rotational basG and covered o! a two !o thr€e year cycle. By appling audit dsk
conc€pts, the audit groups cea enhaace their ability to rccogDize opporhmities for effciency and
effestiveaess.

Proccduros Compllarce - Fhdtngl Follov Up

S@lioa 4.7 of Goyernme Au&fing Srdndods states thsJ, 'Auditors should follow up on known
material findings ald reco@mendatioDs from previous audits." During our review of the follow
up procedw€s for the FocedrlEs compliauce audit group, we noted that fouow up app€ared to be
iocolsistenl Il] addition, most fouow up vJas trot documeqted slrd resolved in a timely mamer.

We recoomend tbat the audit goup skeogthen its procedures regading findiug follow up and
eDsue that aU mslsrial findiags are resolved appropriafely in a timely manner. FEther, audit logs
should include a column for audit follow up aad final rcsoldion to enhance the controls
regarding finding follow rrp ard resolutioo

External Audit - Statrng Structue

Dtriog orr review of fle extemal audit goup, we b€csme aware of a siglificant backlog of
od€rDal audits being p€rfomed Futber review revealed tbat eicnifiqatrt amouts of inrernal
audit stafftime were used o assist the extemal a:dit fimction dEing the coune ofthe fiscal year.
This reduced the irfernal audit departnent's ability !o conplet€ inlellal ardib in significnt
op€rdiols of the DvisioD-

We rccollmend ftst mnnngem€lt rcview the staffing stmctllle @d ext€mal audit
being performed to detqmine whether extemal audit procedures can be steamlined, whether
additional p€rsonnel are neede4 or whether various fimctions of the group should be outsourced
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htemal, External, and Procedures CoEpllalce Audft - Data Extracdon Software

The audit groups perform various sudit related proc€$ses rcgsding contols and procedures in
ptace; howwer, the audit groups do not uilize data exftction softeare !o assist in thei! t€sting
and alalyses. Data extraction softlflare, if used prope y' helps to streogfhen audit plocedtJl€s
perfomed and can be used to er<amine largq populatiors of data withia a shorer time period.
Further, a"u extoction softqiurE assists auditoF vdth data iaquiries, eh'lyses, lQortin$ and
vadous nnrlytical procedues.

We recommend that the audit groups consider pucbasing darq extraction softwEe atrd obtain the
rccessary taining to enable the softwEre to be used during their audits.

Irformadon Svstopr!

REMIS Logln

There is no separate logi! to the R€.mote Entry Mera€Bnent lnformation Systern EEIyIIS)
application The only logi! rcquircd is thrcugb tbe infiastruchle of the RACF secudty syst€m- A
layedng of security, at both ttre applicatio! (REMIS) and IBM network level (RACF) would
provide a secrEity design that giver naximum detenence to irtrudEr&

We recommend thar maoagement consider €stablishing a user acc€rls rcquircment at both the
hftastructure end application layers ofthe infolmdion sysieir.

DMV Wlndows IYT User Accourts

The Windows NT neMork dohAin for the Departn€rf of Motor Vehicles (DMD C€sh
R€'mitta.nc€ Systen hrs us€r accouffs set up for gsneric, lon-specific employees such as
,drh;nisfrative temps and user idormation desks.

Each acc€ss ac{ount iqto the systeE is a potemially exploitable enfry for an unauthorized user.
Secudty al the infiasfiuctrre netwo* Ievel as well as the application level provides maximum
deteneoce to intuders.

We reconmend that all user accountr for aca€ss !o all srst€ms be specific to employees. If
additjonal user accoEts are needed for speciat finctions or v€ndor acc€ss, these should be
doomented by policy. In additio!, if vendor accounts aro needed occasionally, they should be
deactivated when not in use.

DMV $ndows NT System G€nerated UEer Accourts

The DMV domain uses the syst€m g€neraled sdminisrratdr end guest accounts. In additio!, the

'dminisfiEtor accoud does not have a requirement to cbarge the password periodically. The MS
S/indows NT 'odminiqEator' and 'guest'accoun8 are adoEarica[y cleded with the ilsts.tlation
of Windows NT. This makes the enisterce of these accoEa uniyelsatly knoen !o intruders.

We reconmeod thd the a.l'ninidFror and guest accounb be disabled aod a use! accormt for each
admini<rFdve sta:ffmerder b€ crEated with applopdsf€ acc€ss rigbfs"



DMV Wbdows NT ltrFuder Detection Settiogs

The Windows NT network has innuder detection settings, v/hich reset intuder ffi€mpts affEr tve
minrx€c snd rcset locked accounts after five minutes. I-utluder detection locks a us€r out of an
accouDt after a set number of failed login atEnpts. If the court of attempts is !ese1 too sooA it
Gsentially allo*s an intuder an rmlimited number of afienpts to gBin uarftorized access. If the
lockout is rcset too soo!, the irtlud€r who is locked out cor wait a short time md re-attempt the

'neuthor?ed acc€$s witb other passwords. I! additiorl, the adminisnaor may aever have
knowledge of the atlempted intwion.

We recommend that intuder atlempts b€ retsined for aJ lcast ore day, and that lockor.rt is
rhrintained tmtil the rdftinisEatq r€sets the ussr accormL

DMV Wltrdows NT Notwork Bschp

The backup tap€s for the Windows NT netwo* are Bot stored off site. Il the event of daoage
due to fiIe or other disast€r at the site, backup tap€s would also be lost and restordion would be
much more difrcull

We recornmend thaf. the DMV pedodicaly storc backup tap€s itr a ditrererl location of sit€.

DMV C€rh Relr|itbnce SyE €m Us€r Accourb

There re some c€shiEr accouDb in the DMV C{sh Remitiance (cash regi$er) Sy$em tbd arc
lot listed o.q the astive or separared employee list Each access ac.ouot into systeEs is a
potentialy €rQlqitable entry for atr unauthorized user.

We recommend tbat all us€r accounts for access o the cash rcmittarce systtm b€ 8D€cifc to
employees of the DMV.

Wo$t Virslola State Code Compllsrce

Contrscts Procured Non4ompedtlvely

During the course of our audit, we noted tlul the Dvision pocured public relatiors servic€s
through a subaotrfact with aq e"€l"eering firn and procured right ofway sergices using the non-
competitive selection methodolory allowed rmder Chapler 5G of the West Virginia State Code.
The Division obtaiaed a legal opinion fiom their intemal legal counrel and the federal granlor
bas gr@ted pemdssioD if the ptoalll€raeat is auowable uuder West Virginia Stare Code.

In order to stengthen the Division's position rgarditrg these types ofpmculsmeds, beforc such
arrang€melts are eofeled inlo r the fi:tr:re, we recomD'end tbaf the Dvision obtain a legal
opinion ftom the Atomey GeD€f,al's Offic& rcgarding the appropriareness of the lol-competitive
selection methodology for the sen ic€s descdb€d above.
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AdYertlslng of Cottracb

Cbapter 59, Article 3, Section 2 of the West Vbginia Smte Code requires that a Class II legal
advertissm€Nrt be published once a week for two successive weeks with at least an i[tlrval ofsix
frtU days withitr such period betvseen the date oftbe first publication and the date ofthe second
publication.

During the fisc€l yee erded June 30,2001, we noted two conhacls for iyNch adv€f,tis€meDts
could Bot be locared and noted five state-wide coBtacts for which the advertisement intrrval was
not in compliance with the West Vhginia State Code.

We recomnend that the Division stseagthen policies and procedures dd elsure tbat the
advertisem€ot ofprocurcd services are documerted ed in accoldarce with \yesl virginia Slal€
Code.

SchoIerEhlFB for Etghvays Penonnel

West Virginia Stare Code Scction l7-2A-4b authoriz€s the Commisgioner ofHighways !o a$€d
scholarshipr to coEpetent pslsoDs slrd the codo of Stde Rules section 157-14 sets furth the
eligibility aod dqcmertation rcquirEments for issuance of the scholanhips. During our reviow
of the scholarship progra.o, we noted thar documentaiion of tbe selecdon and c€rtain eligibility
lequircments wele not naintained by the Dvisior-

we recommend thal the Dvision sEergtheu their poticies and ploc€drres and eDsure tbat
adequate docurrentation is nairtained to asceruiq compliance with the west virgida Ste
Code.

Subletting of Contractr

Title 157, S€ries 3, Sectioa 10.1 of the code of Stare Rules states in pext tlat'a coBhactor will
be p€rnitted to sublet a portiou thereof bl[ shal perfomq with his or her own organizafion, work
amounting to not lees thrn 50% of the total contsact cosl" Fu h€r, cortactors 8xe rEquiEd to
file a "Subcon'tractor Requese form (fo!E OC-403) wbich accumules tbe amouDf of the
co!ftact to sublet !o the su&ortaclor.

During our review oftwo otlt of eighf ofthese fornr druing the fiscal year ended June 30, 2001
we noted ermn in the cumulative totals and pacotage ofnrbcontact work pqforBed to date.

We recommend thaf the Division impleEent Fview procedures iac.luding mah checks to ensrue
rh'r forms filed with the Dvision arc accuate and coDplete-



Oth€r

Equlpmert Rental Rat€s

Cur€Nrtly the Sr'est Viryinia Shte Rail Authodty (the Adholity) rcnts cerbin equipmeat froE
the West ViBinia Dvision of Highways (the Division) wbich is used for perfoming rortine
mairtenance and opqations ofthe Authodty. The Dvision bills the Auhodty for the equipm€Nrt
r€ntal, based upon the equiFrent rcntal rates as estabtished by tbe Dvision However, tbe
Authodty brs not paid the Division for all equipment used at the equipm€nt rntal rate$ which
hss resulted in I dispute ofthe liability owed !o the Division fton the Authoity.

We recommend rh'r the Autrodty and the Dvision negotiate an agreemelt regading the
disputed amouuts and equipneat rental ra1€3 in a timely manner.

Property ard Equtpment

Marag€med is rcsponsible for esablishing and oaintaining qdeqnar idormation to safegu4d
sssets Aom nisappopriaioq theff, or loss. The Dvision maintains a listing of property and
equipnenq, howev€r, the listing did not agre€ to tbe general ledger balmces sud codaiqed
several assets which bad be€n disposed of or abandoned Fltlther, the Dvision's capit"li:,ation
tbrcshold smoltnt of $500 has not been updared in several years.

We recommeod that the Division rcco!.cile the general ledg€r batsnces to the equipment master
rEports 0isting) and €nsure tbat ditrerenc€s arc appropriately resolved FtEther, the Division
should con:ider an iqcrease in the dollar threshold used to capitalize fixed aseets.

Accourb Recolvable Collecdon

The Division's accouffs receivable policies and procedues state that eDtities with past due
balances will bave gedit discoDfinued r.Etil the accout is brought curretrt We mted thal
maxugement of the Division coltirues to extreud credit to ertities tbat bave agcounts leceil/able
balances th.d arc past due. Thus, th€ Dvision ;gnific€ttly deqeases their sbility to colect these
balances tbrough the regular coUection Foc€ss.

We recoEme[d tbat the Dvision suspend the exteosion of 6edit to edities witl pest due
balances until the accormt is brought curen| Also, re recoornend thal the Dvision evaluate
acaoEts with balsnces outstanding to idendry auy entities tbat should not be glalted crsdit due
to I hislory of lale paym€nt. In qddition, the Dvision should review its policies to detqmine if
changes re needed
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Extemal Audlt - Accounb Receiyeble Follow Up

The Extemal Audit Croup of the Dvision's audit d€partmeat is re+onsible for pe|'forming I
finsl audir ofal conaacts before fiDal payment is made. We noted the the external audit group
oad the accoEts rcceivable depetueDt ofthe Division did lot bave policies aud pocedres in
place to eDsur thal a[ aqouqts identified as overpaymelts !o contsacton were collected.

We recoomend that the Dvision dwelop policies and procedures to e|lsure all amouDts
identified as overpayments to contastors ere collected in a timely mamer and r€ported to the
Ext€rnal Audit Grcup es resolYed

Acco[rts Receieeble - Monthly Reconclllatlon

During our Fview, we loted thrt the agEd leceivabl€s report g€nemted from the accour:ts
receivable system did not rcconcile !o the accouuts rcc€ivable as reported on the auhorization
system. Tbe reconciliation of the accor.ffi receivable system to the authorization system thould
be done on al least a montbly basis to eBure the Foper repoltillg of accounb receivable.

We rcco@.mcnd thst monthly reconciliaiors be performed to rcconcile the accounb receivable
systlrn to the authodzaion system- Further, differences sholld be investigated end resolved i! a
tiEely mamer.

Competitive Procurement - Intsrnot LiEtirg

CErently, the Dvision posts a $roposal planholdeE lisP on the iltemet prior to the bid op€Nliog

dates for construction projects. This list displals the contracton tbar bave requested @ry or sll
pmposal documentr, construction plaDs, or cf,oss sectiors oftbe project In additiot, b€side each
coDtaclors name is a coluon for eith€r "Y" or'1\l" indica:ing wheher the cotrFastor is
irerested in being the pdme contmclor or sukontractor. During our review of the bid leEing
pr@€ss, we noted two projects for which orly ore cootrastor bad a 'Y" in the systeo- While this
information may e.rhalce the disssoination of fuformation fo! potential co!ftstols ald
subcontracto$, in ilstaoc€s where oDly one confactor has expressed iDterest in being the prine
co!fiactor, the coEpetitive proc€ss could be affected

We recommend tbat the Division review tbe informcion provided publicly to potential bidders
aod €D$re that the iDfornation provided does not impair the conpotitivc procuem€trt Focess"

Corstrustion PrcqualtEed Madmum Outstandhg Worklood

The DMsion is resporible for pnqualifying all codraatoB as to the maximum allowable
odst&ding workload permittod drring any one time. This linit is €stablished to €nslrc tbe
appropde distibrtion of work among cofiraclors slrd ensure timely and effective seffic€ by
the contactor. The maximum workload pemitted bcludes the contsactor's r.orkload for out of
state worg for which the Dvision rlies on the coltractor !o report on the proposal submission
forms.

For oDe offie eight projecb awrde4 the coltactor did not list their or.4st nding workloa& on
the Foposal forEs for the projecl



ll

We recomlrend that mamgement stengtheD their policies and and ensure that
sdequate idomgtion is provided to eDsure tbal a contractor does not e{c€ed the prequatiEed

mrxilrum workload amouot

Usefrl Ltues of Pmjeets Funded with Bond Proceeds

During the year ended June 30,2001, the Dvision sold S110,000,000 in safe road bonds.
Though inquiry and amlysis dudng the course of otr review, we noted tbat these bonds
appeaEd to bave been used to fillarc€ the construction of highway pmjects with varyi[g
orpected useftrl lives. Further, these projecls have expected usefid lives significantly shorEr than
the lepaymeDt pedod ofthe debt.

Although alt Fojects tested are wiflin gluidelines for exp€ediEe of bond proceedg we
recommend that the Dvision corsider the expeced usefin Ufe of Fojects pla&ed for fimding
fiom the bond goceeds. This consideralion should include m'negell]ent Fiorities and other
planniag and developmefit faclon. Such sn alslysis would provide me"egEmeDl with additioral
information that may assist in auocaring projects to the reriou fi:nding rcurces.

Rlsk tualysls

The Division opemres a tage complex oEadzafioo in a comple)< enviroDment As sucb, the
Division is conftorted with numerous risks that tbreaten the efective firoctioning ofthe Division
in carrying out its nissio!. These risks may result fron legal issues, corstructio! isEu€s, rcy€nue
sowce issues, fraud susc€ptibility, ad politicd i$ues to name e few.

'We recomnend that the Dvision prepare a comFehemsive List ofthe sienific""t risks associated
with the various iesues aud formalize the meftods it uses or plErs to use to Eitigate the dsks or
otherwise determile thai a given risk is at an acc€ptable level. This risk analysis would faciliare
continuity of apFoach as prsorael change and belp the Dvision prio tize and nainraiq its
focus on its missioo If adoptd -snagemem should periodicatly twiew ard updale this antlysis
for changing conditions and ensure that procedures desigted to mitigale risk8 arc still i! place.

Future Adopdon of Accounting Princlples

During June 199, the Govemmental Accoumiog Studrds Bosrd (GASB) i$sued Stat€meat No.
34, Baslc Fnsnctal $aemenls - od Mqragemert's Discttssion @1d An4W - for Stde a
Local Goverrotents. This satem€rf €stablished fin'ncial rEprting sandards for shte ad local
goyemnents by revising the basic financial stat€m€nt reguir€trents and requiring a
maDag€med's discussion a.nd analysis to introduce the basic finmcial stat€l1enb aod to pmvide
sn ehelytical overview of tbe €ntity's financial activities. In additio!, the Dvision will now be
requircd !o recod ald depleciate iDfiastructue assets which include roads, bddgesr d'ma, etc.
The DvisioD int(Ddq to adopt the Fovisiols ofthis stateneut for the fiscal ye€r enditg June 30,
2002, which is consisEnt with the State of w€st VirgiDia's ptsmed adoption penod.



We reconmend that maaagement of the Divisio! devote the rcc€sssry rcsouces and coEplete
an analysis of tbe inpact ofthis $eEent to the financial rqtorting Focess ofthe Division The
Division should also preforma the financial statemeots for the year ended Jlme 30, 2001 into the
required format and onsure that information is available to complete the rcquiEd maDagement's
discussion and aulysis section and i!.frashusture disclosures which will be the lEspolsibility of
the Division's managemslt. Io additio!, the Joiqt Conmittee end the Dvision should en$[€ that
atr audit contacl with a[ Independent Certifed Pubtic Accouqlant is renewed in a timely mauer
to eDsure that audit FocedEes can be applied to the bfraseucture assets i.n a timely m8!qEr.

OTHER REQIJIRED COMMUMCATIONS

Signtfr cart Accoudrg Pondes

ManageE€rf hrs the rcsporsibility for selection ad lse of appropriae accounting policies. In
accordance with the ElEs of'orn engagemeut, we will advise m8nagement aboE tho
ap'propriateness ofaccounting policies atrd thEir applicatioD- The silrdficaat acclutitrg policies
used by the Division are descxibed in Note I ofthe general purpce fi!@ci8l stalements. No Dew
accounting policies were adopted and the application of existing policies wEs not ch@g€d dudng
the )rcar ended June 30, 2001. We noted no transactions eercd iqto by the Dvision duiqg the
year that were bot! significart aDd rmusual, and of whic\ rmder professional standadg we are
requircd !o fuform yorl or transactiols for which there is a tack of auhoritative guidance or
coDsgDguar.

Accoundrg EstiEstes

Accouating estimates are atl integral pqt of the fi"""cial saremeNrts pr€parcd by maoagement
ard 6e based o! n'nrgemeot's knowledge and expedence aboul past and cur€nt eveNrts, atld
assmptiols abou futule ev€.!ts. Certai! accounting estimates are particularly sendtive becarse
of their significance to the filrarcial statsEent md because of the possibility rh'r fuhrre ev€na
affecting them may difer sienincsntly fiom those elipected. Tte most s€Dsitive estim&
atrecting the fi!9trcisl stat€ments were the valuarion of invedodes, valuation of receivableg
compensated absences, and the liability for claims Ird judgen€nts.

Maragement's valualion of inventories is based on the weighted average cosl g€aera y using the
colsunptioD method whereby experdittlles sle recoglized ia the period in which itrvenbry
usage, as opposed o pEclase, occurs and inventories have b€€n reduced to their net Falizable
values. Managemenl's valuation ofreceivables is based upon conta.sts with grantorg other third
prty contacts, aud July/August tax couectioDs, aqd m evalusfion of coUectibility.
MaDagemenl's €stimate of the liability for conpensatEd abs€nces is besed upon the amolmt of
vested aod eamed accrued vacation and sick leave a the adicipated cost to the Dvision
Maragement's estimate of claims andjudgementq is based upon Managem€at's evaluation of the
rature ofsuch claims and consideration of bistorical los! erapelience for the resp€ctiYe typ€ of
action. We evalualed the key factors md arsrmpions used to develop these estimate3 in
detemining tnat they are reasoaable in relation to the finsocial statements taken 8s a whole.
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Audit Adj!.stments

For purposes of this leuer, profes:ional st8qdards defirc an audit adjushent as a Foposed
curection ofthe geaeral purpose financial stateneNrts thal h ourjudemeNrt, may not bave be€a
deternined exc€pt tlrcugh our auditing procedwes. An ardit adjushelt may or may Bot
indicate l! tiels that could have a signiic€nt effect on the Division's fin'nsial l€portitrg Focess
(that is, cause future n"nncial staJeEela to be nalerially nisstated). In our judgement, none of
the adjustments propose4 whether rEcorded or urccorded by the Dvision, either irdividualy or
in the aggregae, indicate matters that could bave a significant effect on the Dvision's fiuncia.l
reporting process. In additioA the attached schedule smmarizes uocorected misstat€meqb of
the general purpose financial statemedt-s. Maragement bas detemined that their effecs are
iEnsterial both individually and in the ag€Ie&te, !o the gen€ml FEpos€ filracial statemenLg
taken as a whole.

Dlragreements with Management

For purposes of this lett€r, professionsl stad6d$ define a disagreeme.nt with rnen'geaned as a
Eafier, whether or not rcsolved to our eeriqfr.tion, coocerning a financial accor.rnling reporting,
or auditilg mdter tbat could be siE[ficaxlt to the Seneral purpose fiaanqial st@ents or the
auditoN' reporl We arE pleesed !o repof tbat no such disagreonents arose during the course of
o1ll audit

CoDsultafi ons Elth Other Ildependent Accountarts

ln some caseq rnaDageEent llay decide to consult with other accouqtabls abod auditing sod
accourting matren, similar t! obtainitg a 'second opinion" on certain situdioDs. If a
coDsulhtion iavolves application of an acaomting prhciple to the Division's financial
slateiaents or a deermination of the type of zuditoN' opinion that ray be expressed on those
slateBeutC our professional standards requirc the coDsnlring accountant to check wi& us to
cletelmhe tbat the coDrult !t b8s a[ the relevart &cts. To our knowledgg there c,sre no such
consultations with othe! accpurltants.

Issu$ Dfuculsed Prlor to Retendon of Irdependent Auditors

We genually discuss I variety ofnatrers, ilcluding the applicacion ofaccounting priaciples and
auditing shndards, with naDagemeDt ad repr€sentatives fiom the Legislative Audilor's office
prior to retention as thE Division's auditors. However, these discussions occuqed in the normal
cor:rse of our professiolal rclatioDship and orr lEstr,ons€s w€re not a cordition to our relentio!"

Diffculdes Encourtered h Performtug the Audft

We enmutered no signific€nt difficulties in dealiry with m'n'gemenr iq perfomaing our ar:dir
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This rcport is ilt€nded solely for the bforoation and use of the West Virginia Legislature srd
the Division's manngement, ard is Dot il]terrded to be ard should nor be us€d by a:ryone otler
than these sDecified Deties.

l,zz a rlftz.t^, r.'.
Novenb€r 30, 2001
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Bob Wb€ Charloston, Wost Vlrglhla 25ros()4:10 . E ztl558-3505 FrEd Vadl(tr4 P. E"
GoYamor Secreterlr/CorordsloEer

Jerry BH
A6d3tel't Cornmbstonor

Decembtr 10, 2001

TO: Thedford L Sbzrk1iD, Dircctor
Post Audit Divisio!

SUBJBCT: AuditR€spopse

Wifl rcgad to the DepEtuetrt of TrarEprtatioq Division of Eighways
rnenegenent lett€r, our response !o the noted itms arc attached.

If you need additional iDformafioD, feel &€s to contlct me at 558-2811.

DE:

AttaclneDt

EEO]AFNRIIANE ACT]o\l E FtOYER



Itrd€perdert Enghe€!,s Cost E$timate (Crz?lfuarcz und Intemol Connol)

Section 157-1-7.7b of the Code of State Rules requir€s the direc'tor of tbe division
iniritiing tbs request br service to be resporsible for preparing an independert -rglneq's
cos €srim're prior fie recebl ofthe f€e propoml ftom the co"s'ham We noted sevenl
i''d""cs in which the eogineet's co$ e$irDaF was not prepEEd bf tle Division 'lrita0er tbe conqUltrrr's priCe proposal waS reCeirtd.

'We 
recommend tba the Divisioq devqte tlp nec€rsa!'Jr resor:rces o ensre rb tbe Code

of Stste fu es md its policies and procedures are fotlowed and cos. e{''mrre( are
Fepm€dhadmelyr''''ner.

Maragemert Respolse - W€st Vlginie Division of Highways WDOit age€s witb
the rerommendation. VBcsleies ere being fiUed in ttre CoDsrltad Services Section ofthe
Engineering DMsioq and additiosal saff will be aqgigned to Colf|act Admiaistratjon
Division to addrcss scaf and time limirtions. The backlog of pending consutta-nt
agleemell's has b€en reduced from approximately 425+ two yesrs ago to approximalely
200 thb ye€r. The combination of addifional staff and decreasilg backlog of sgreeeeflts
wiU allow WVDOH to prepare the independeo! engiaeer's estimafe pdor to receipt ofthe
consultalt fe€ prcposals. A memorandum has b€u sent from the D€pury Stae lfiglway
Elgineef,, DevelopEed, to 811 Districls and Divisions irvolled v/ith CoD.sjtant
Engile€ring Services, stating rha t.beir Districr,Division must prepare fte i[dep€odent
enghe€rs cost esimate prior to tie recsipt of the cotr$hant fes proposal.

Prrcurem€nt of Architectural a.ud n:ngineering Servlce (Conpl:iratce otd Infqnd
C-onbo|

Cbapter 5A5 Anicle E, Sbcriotr 9 ofrb Wesr Virginia Code dgte i! p8rt tbd: "Ibe head
of each agelcy sball nake a!{l ni'iffqrn records comining adequae md poper
docuoed of the orgmizario4 fi:nctioc, policieq decisiom, procedures and e$e!trial
uarEaaions of tbe ageacy d€sigqed to f.mish hbrEsio! to plote{f tbe leg8l alld
finnnclql dghs oftbe sae aod of posons directty aftcted by tlrc ag€ncy's activld€s."
Futb€r, Sedion 157-l-7.3bb ofde Code of Stae Rules requires tbe selecrircD comft&e
frr tbe procurenec of rctritecurml aad ergine€rirg servic€s to consls of tlie Seg=tary
of Ttruportdo!, the Cornhiqsioner of lltghways, tbe St 6e lfighwEy hgineer d tbe
red lower level of |@genem below tb Stde llrghsay F'ngifle€r rmder whose
direction ttp wort wfll b€ pqbrmed.

W€ notld the btlowhg drring our review of docuqemaion relaed to the Focll@t
of arcbitectural ard an.ine€rtng services:

. The Cbnq,hrng Services Section of tbe nndneedng Division did not hve a
Colqlhad Cbncdeffiel auafificdon Questio@ire and,/or Consdrd CA*
Acco'-ring Inft'rEdioll Stdrmrm on file for thee of rhe pmjects sel€cted br
review.



. For orc ofthe projeqs review€4 the members of tle selection corrimirt.e wele
not documeded

. For seyeral of the proj€sts review€4 the reasons for why a vendor Eas sel€sted
md the idervieq5 of corrg &nts q/€[e lot docuEeded.

We tecollmend th"t tbe Divisio! sff€o$ben tben po[cies od plocedller regEding
reCuired documeddion ftr the prooremenr of qcbitectud ald engi"e€r'ng s€reic€&

Management Rxponse - West Wgida Division of Itrghways a4rees with the
reconuaendatioc A memoranduu from the Deputy State Hghway Engheer,
Dei.eiopmellt, has be€o seft to sll Districts and Divisions involved with Consulrart
Engineerhg Ssrvic€s. This msmorandum emphasize thar all do{nmeddion rclated to
proq:renent ofConsrl nr &€ineering Services must be ptaced i! the proje$ 6.les. Each
Distrio/Divisioq wa.s iustxucted to tate any necessary actioa to ensrre tlar project 6les
arc mairtaine4 ad contain all doclmeotadon required by Chapter 5ae AnicG 8, SectioD
9 of the Wesf Vrginia Code.

Infornation Systens Co\tmls (Inrprnal ConAoD

The Eanagemed of the Division is respomibte br e$-hlishing afil 'n'irrqinihg adequde
mlormation systems iderDal codols.

Jhe Division operarcs a \pide vaicty of coryuq applicdiols, many of which afrect
Ie{leral alrr state Fograms dara. During our review of tbe infrrma.ion sysems corrols
$e loted tbe blowing:

o Tbere are no formal policies ad plocedues br rwiew ad nonitoring oftb us€r
accouDl 8cc€ss maillterErlc€.

r Tbere were several us€r accoltds that did lot beloDg to cu.Ieol eryloyees ofthe
Division

. Tberc are no br@l policies and procedures 6r rwiew and nonitoring of rzrious
inbroa.ion sy*em security repofis sua.h as tbe "ftikd access report'.

We recomend rh"r tbe Divisiotr streogthea theh policies ad Focedfts rcld€{t to
hbrmaion systems couob and eDse tb6 codols are oFraing as desigled. FEtbEr,

tr *T"t audit group of the Divisbn should consider rt"ciedng -dir trocedures br
the notdtorfog ald reviw of inbrnation st*em c!ffiols.

ManagerLem Response - furee. policies and proc€dwes are ia placq but in
corjunction witb management aIId iffernal audiring we will r€vi; fiem atd
identify areas to srglgth€n and wiu etrect rceded clla_oges.

OTHER COMMENTS AND RECOMMEI{DATIONS

DEiDg our audit we become awEe of sevqal otler mtss tfu re ooprumitbs Sr
snengtbening imernal codrol and opporfilritiEs br trgov@ operaing imciency. Ol[



cottmefis a-ud sgg€sCioDs follow. Iq additio!. tre became awae of iftrmsrairl instalces
of rcBcoqliancs $,hich me also repoft€d below. We have discussed tbese coomeds
@d $gg€sio[s wirh vaious Division pelsood, md wfll be pleased to discuss theE
fifibrr a! your colr€lience.

Internsl Extcrosl and Mqres Comrlistrce Audit Group

Itrteltral, Eserld, 8nd Pmcedures CompEance Audit - policies and procedur€s
Msnlrt

Ar Audh polici€ qnd *e6sdlll€s 'r-'n'"| Fovides p€rsomet with writtEo documedatioo
ofspecific Espolsibilities ad cotrols to be followed in then perbrnance ofaudit work
Th polictes should be as *aodad as possible while allowing appropriae Aexibiliry to
address Eique circoJmrasnces. Stmdardlzation of poticies Fovid€s frr frw€r
dis.repancies, corsisttm idedificdion ard Eearrled of i&sues, co?qisfed e.qliry
mechoclologies, aod corsisear reponiq. Itr addition to plovidhg consisted ht'rEatioD,
a mp'usl frcilitdrs ts"nsitions wben adoping new proce&rcs or persomel ch'nge, and
provid€s an overview of evaluating dE qrr€d systen While reviewiry the a',dir
rnzrn'qls fr1tbe audit grorpg we rcted rbd &e rrr "npts werc lot cuneol

We rccomerd tba the Division updde tbeh Eudir policies aad procedures "---t,which doq:oem the policies ed procedues relaed to tbs audit gfoups Tb tne'nBt
sbould codain generat poltct€s as well as specific procedrnes p€rbrE€d ia qudhing
inbrmcioD, l.ler'tiry p€rsolsel rcspo.eible for perbrning such procearueq ad aeci$
repqting rcquirereds. Itl qddirion, tie tn'r'n"l shouH include appropdde guidatrc€
relded to how to hadle is$es id€rfified and rhe qFopriare rcpofthg and ftIlow up
required All penomel should bave a tbrough wo*ing lmwldge of the rne'l'rqt an{t
the rrmrnpl should be 'rylat"d as n€eded

Management Response - Agree. V/e acknowledge that the maDuals of Trdrxspoftdion
Auditing are ir need of reeiew and update. The Aldit Maruals are living dosments thd
charlge as the envircDmerf in which we opemte wolves. Cbanges in audit sadadg
orgadzadooal sfruchm, aDd dre legal eovironment ell reqube updates to our opsating
procedures. Hi$oric€lly, although day+o{ay opa'aing procedr:res are ehaagd we bave
trot alerays immediarely made updates to our r6p€(tive naDuals i! a timely maaaer.
This is mainly afffuur.ed ro safrlg coostsainls aad day-to-day audit needs. We will
prioritize updatiry these ma[uals i! tbe upcomitg calendar yery. Our revjew of these
msnuals will incfude neccssary atlsrdon to the pertine[t Breas outlined in this
recor!l.(!enddio!-

IEterEaI Ardit - ItrforEstion Sysaem Rwifnrs

Tb Dieision operAes a wlde !"dety of colrprt€f, aplicOions md sFteroq msry of
q/hich bave a dftect and Ederlal eftct on H€Ial and $ate cw8d rotram ard &€
critical to $E daiy operaions of tbo Divisbn Furth€f, rh.<e sppric;mn; and sysrens
ae significadly d€pedst r4on comols aad edit checls inchde.i wilhin tha<e Erwem,



During ot[ review oftbe idlrnal "udir firlctioE md focus of fieldwork we noted thd
tbe imeEal audit group did not devoE time and resourc€s !o te$ing tle S€n€ral ad
applicdion coffiols md edtt checks which are mDllcable to tbe crirical informa:ion
syseos oftbe Division

We reco'nmend rbal tbe ;6"64 o.a;r goup's worl plan include adequce cowmge md
review of tbe si€nific.'r infornarion systrms iu place, This review should ftq.rs on
idemifying the signif."'r informcion sysfsls to be reviewe4 reviewing geneml and
applicadon cotrols iq piace, reviewing edit checks br props firoctbning ald othrr
signific.m steps as idFr*ified io tbe rcview. Fortn€r, the hltqlal nrdit grcup sbou.ld
corsider hiring a person wfuh a rclevss in6r@ion sy$ens h€ckg'o'n'.| to assi$ in tbe
perbrnalc€ oftbe rwiew. TbIs positioa could also be ouaouc€d though tbe use ofaq
in$rmaion sy$erns -"lit specialisc from a certified pubtc acco"'rrtng firn

Mansgement Respotse - Agree. The Internal Audit Plaa for 2002 iqcludes a rwiew of
rele%nt int'ormatioB systems. We are (IlrfeDtly exploring the most efective way to
complae tiese reviews. As noted in the r€commendation, tle clrrent interDsl audit $alT
does not include the necesra-y sp€cializ€d expertise to effectively complete this aldit
worL We will acquire this expstise through traidng of c'tl-|rent sta4 or acquisition of
Ioformdiotr Systems Auditon thrcugh hiring or olssourcing.

Interlal Audit and Itocedrrcs CoEpliarce - Audit Medhodotros/ atrd Rotatiotr

Sectlon 4.6 of Gwenaaen Aud'ning Standods sw!5 in part th"r, -Ihe crork is to be
pmp€rly plenne4 and auditon sbou.ld consider ndedatfty, amo[g other Eder, in
dertermining tbe naure, timing ad eded of audbing procethnes md in euluafiDg the
results of those procedures" During our review, we de&rmimd tbd tbe ircernal "udhgp]lp and &e Foc€dres co4liance group did trot bave I brEalized nu.tir medhodology
od rotacion Sr derrrmining which areas oftbe Diviston would he review€d lherebre,
sone low risk reas app€ded to be over andited snd otber highe' risk aeas wrre not
considqed fur rcview.

!y'e recomend rh"r $e itr€f,ral audh grol.p ad the procedures coropliance group
conslder develrping a risk based audfr oerhodolo$/ qproach. Unac tfs-approacb, tti
g.a:o grolp" would annhny review atl opa'aiors of the Divlsion and aprpropriaely
iderrfit' the sieaifi."rf isk El€s wbfre slhd,rrial resources and tine should be devot€d
I-oq,er risk areas couh be audfted on a mtaioml b€sis and cov€red on a two to thee yd€r
cycle. By ryplying ardi! risk c{DceFs, the audir gror4e c8tr e!tratrce theh abitiry o
rccognize oppoftnfties 6r efficiency and eftcti'reness

Managemem Rssponse - Agree. While some audib within each disrrict could be delayed
which will allow more Aequent reviews in other areaq h is ottr opinion thd the
maintenarce and constnrction functions shouid have some audjt coverage each vear for
earh disEict. Ibe prinary risk frctor which charges in tbe Daistenanc€ o-rgatrizdiou sre
primarily related to perEoDnel changes within those organiations. preseody, the
mabterance orgadzafions within fte di$ricb are audired oB a four to six vear basis:



more eqpbrsis vill be placed oD alrdit sch€drliug ofthose orgaaizarions that have known
persormel changes. It is felt thed con$rudion prcjecb are alrcady sch€duled based on a
risk factor becsus€ reviews are scheduled primarily based on moo€tary amolrntl due fo
fhe ligher risk of significant prcblems on lsrger projects. The .Audit *aff has receuuy
received trajning in risk analysis and wiu esiploy this training in evalusfing departrn€@l
needs and exposne to risk.

Pncedures Conpliance - trlndings Follow Up

s€'dc/A 4,7 of Gove nent Audttng Sandods qtqtfr rh"t, .Auditors ohould Sllow rlp on
lmun ncerial findhgs and recomaeDddions from previous adirc.. Durhg orr review
of tbe follow rp ftr tbe pocedures coryti'nc€ audh goup, G loted tbd
ftlbw up appeared o be incoDsist€nt In additioD, Eoso fo[ow W E?s-!ot docuneted
md resolved h a dnely man'"".

Wg recomme-nd tbo the "'dit group setngrh€n irs procedues regarding finding 6[ow up
and _eDsule t\{f a[ md€rial ffndings arc resolved appropiaely in a tinely namer.
Furtla, audft logs should inclu& a coluon for audir bllow up and ffnat 6ssl6l6a 6
erlance the comols regadirg findirg frlo* up @d resotution

ManagemeDr Re+ons€ - Agres. Wlile rhe follow up process geno-alJy works we[ and
audits- fial are not respolded to in a fimely nanner are folloq,ed up by ernai! we wiu
establish a quartecty review procesr to eosure tbat a more consistent-fouow up process is
perfortrtd. In addhio4 we wi[ add a colunr in the audir log to show whijrhe audit
response is resolved.

ErteEal Audit - StafiDg Skqcture

During our rwiew ofthe e:d€mal 'n.lk goup, we became aware ofa significad backlog
ofexterml a:dits being perbrned Further rEview revealed tlo signifi"ao amom oi
imemal audit sa.ff time were ued o assisc the extemal 'u.{h fillctio! during the conrse
of tbe fiscal y€ar. This reduced the imerral aurtft depwtoet's ability io corytete
idemal eu.lirq in si$ificsrf oFraircns of tlE Divisio!-

we recomend thd ,r'"nqgern.d review $e @fFng st(ucfiJre and external "uditproc€dttres heing lsfumed to def€rnhe whefier qcerrsl audit procedures caa be
streamlind wbetber qrtditional persomel ae neede4 or whether rarious fiEctiom ofthe
groq sbould be orasourced.

Ivlarsgenerf Response - Agre$. We are h the process of filling tbree saf vacr.ucies in
tle Es.emrl Audk Sectioa 'tVe have also stresslined some & our andit pmqams in
order to be nrore effcient We will contirue to look for more ways to be qore-efficiec
ard achie!€ the audit missions.

hternat Extenat aDd Proc€dures CoEp[arce Audlt - D@ Eeacfior Soffwar€



The nrdit groups perbm 'mious audit re)ated proc€sses regaditrg cordrols and
procedures in place; however, tb q.rtt goq3 <b not rrnize <lca emaction softerare to
assl$ in tleir testitrg ard anglyses. DaIa oara{tion sotqEg ifus€d Fop€rly, belF to
slrengben a:dit procedures perbrEed a[d can be us.d to ocmhe larger popu.larions of
daa withiq a shorter d'ne p€riod Further, .lari effiacdon sotwae asists auditors with
d.m' inqufres, alralyses, reporting, ard verious aralydcal procedures.

we rccommend tlu tbe audt groups coDsid€r plllclasiDg daaa euacdon software and
obtain tb necessay tainhg to ersble &e softwore to be i,eed duriDg theh mdire.

lt4anagemed. Response - Agre€. The Intemal Audit Group acknovdedges the validity
8Dd value of da18 eftradion software. We bave erplored the poslibility of purchasing
this type of sudit tool ia tle pas. We c;urrendy utilize Crysta.l Reporting Software to
extract data ftom the salewido accoulting systeE (FMS). \{e realize thn a more
comprehensive data e*racion software package could be a us€ftI tool for cornpleing
our ardit work We will comiaue to €qlore options in tbts area and will purzuo
ecquiring an appropriale packqge i! c€lendar ye€I 2002.

InforEation SySems

Ttere ls Do separce togin to the Remot! Effiy Manag€m€d Idormdon Sy$€m
(REMIS) applicatior. The only login required is tbrough the iDfia$rudEe oftbe RACF
securiry sy$em. A layaing of securiry, ar borh rle +plicdon (REMIS) ed IBM
tr€fwork level (RACF) would Foyide a s€cudty design tbc gtves maxinlu detlrr€nce to
itrud€rs

We recomead rh't rn'nqgerned conrider escablishing a us€r access requiremed d both
the in&ascnctrue ad applicaion layers ofthe inbrmarion systeo.

Ivlanage&erf Response - Agree. W}en a Division employee logs omo the
mahfi-aqe computer, their access rigtcs to the computsr systsn infrastruchlre are
firs checked agahst tbe mairlfiane (RACD alrhorized us€r rcgistry graifi8ined
by bformaion Systems and Communicdions Dvisiol Then the employee,B
access rights to REMIS applications are independeftly ch€cked against lle REMIS
a$horized user registry tbat coqtrols access to specific inforoafion within REMIS.
While tlo user erters their name aad password once, the reconnended layered
security concept is efwrively performed with rhe cun€ot login process for the
REMIS s,sterl

DMV Wlndows NT UEer Accormb

The Windows NT Elworl donain br the Departnen of Ivtoror ve&icles (DMv) Cash
Redtace Systen bas us€r accolds set tp 6r gereric, rc!-specific e'nDloyees srch as

'dminls'rive teqB aod user inbrmation desls.



Fach access accotd ido the sy*em ls a po e-'riqlty eqbitable etrt frr sn rrrndhndzed
user. S€q[ily at the iDftstru.ture network level as s'ell as the applicatiou level provides
rDExim deterrence to iduder&

11y" ,ugo"'me'nl tbar d us€r accouts hr acc€ss to atl sylcens be sp€cific to p'nFloyees.

If additlolal oser accouds fie leeded ft( slecial fimctions or ve[dor acc€sg rhese shuU
be docuoerted by potlcy. Ll additioA if vendor accoucs are needed occasionally, they
sbould be deactivded l/hen not in use.

Mauagemeni Response - The Division agrees v/ith ths fildings atrd wiu make it a policy
that each individual usor be assigned an individual account to idefidry their usage.

DMV Wirdows NT System G€[erated User Acroutts

Th DMV <lomin uses ttE sys(en generAed "dninisrrator and gu€S accounts, In
additio4 tle r'l'ninis'ror accltd does lot bve I rqluiremeDt to cbmge tle password
p€riodicq[y. The MS Windows NT .adrninisrror' ad .gued' accoutrts arc

'rtoE'ti..lly qeated with the in*alaion of Winrlorrs NT. This mskes tbe exiltence of
these accouns rmiversally hown to itruders.

We rctorrrmend $d the n.lnini.fi'tor and gue$ accoufs be disabled ad a user accourr
br each rdmiai.E*rive sta.ff Benb€r be cleded with appropriae access righs,

l4anagemem Resporse - Agree. Idormarion Services Dvision witl remove all
"guest' accouats. We will review the letwork edmid$rafion issres concerning
tlte removal of *adminislratof 

accoums aad will apply appropriate methods b
minimize tbis access issre.

DMV Windows NT Intrder Detedion S€ftitrgg

The Whdows NT network bas inrudcr detection settings, which reset imqder rneryts
aS€f, five mi"utes, snd rE6€{ locLed aecolfis after five minum. Lrnrder dete€jiol loc&s a
user out of atr accoud ater a set nrmber of friled logi! Fit rrT,rc Iftbe coud of8dt€Dpts
i8 reset tm soo4 it essediauy allovs atr imut€r'aq rmtimhd nlEb€r of 'rt 'nFts to gaitr
lrrFurllr|rized acc€rsr If tbe lockod is resst ioo soo!, the irlruder wfio is lo{ked ou cao
wait a short dite sd re-alteryt the ffuthodzed accsts with othsr passwod& In
cddhio4 ths q.lminirfiFor oay never bave knowledge of the ",rte'Tfed iffiusion

We reconrnend iid idrrl€r aternpts be rrtained frr ar hase one dgy, ald th'r loc&ord i8
m'ifqifled rifn tb a.lminiitFr.r rEsets the user acco!tr

Malagement Response - Agee. InforEstiot Services Division will appty tbese
rlef, eror* logoll s€tf itrg8.

DMV Widows NT Netwo* Bachp



The hackup 4es br thg Windows NT remo* arc not stored of sbe. In tbe ewxa of
a"mage clue to fre or ot!€r disaser d the site, backq @€s would also bs losc ed
re*offiion wol d be luch mre diElcub

We lerom"nend th tb DMV periodioly $orc hckup tapes in a diftr€d locrcion off
sne.

N{anagemem Response - Agee. Infomution Services Divisiotr will work with
DMV persomel to develop a p'rocess wheeby backup data wil be stored of site.

DMV Carh ReDittarce Sy$€m User Accouts

Tb€f,e de soEe cashi€r accoldtr in the DMV Cash Reniaance (cash r€is€r) System
thd ee not li$€d o! tbe actlve or s€pEated "-floyee lisl Esch access accoud ido
sJ'st€Es is a potF'rially exploitable etry 6r m 'm'ml'(|rizFd user.

S,'e recommend tbd aU us€r accotds Sr acc€ss o tb cash reminance sy$em be specific
to eEployees of the DMV.

Maragemert Responso - The Division agre€s tld oDly employees should hava a(cess to
tlle system ard to tbe iEformdion dat is efised iDto the systen The Dvision does havo
a cofiredor rel,adsnship that provids help desk support for prograrnming issrc ftrr the
casb register system ltr ordef, for this slpport to coEtinuq the corlhacfoT must have access
to the system. The contraclor do€s trot have access 10 the i.nformdion thd is emered into
rhe system.

West \r|rshia State Code Complia.nce

Cortracls Pro.ored Non{onpetitively

Dudng tbe course of our ardit, we noted tbar the Division procured public reladons
services though a $bcoffiact wih an engioeering firn and pocured rigtd of tray
services using tb non-coqdve selection Eerhodolosf alow€d ud€r Gryt€r 5G of
the Wed Virginia State Code. The Division ottainal a tegat opiaion frorn theh irrernal
tregal cormsel and tfle ftd€ral grdor bas gratea permisston if the proqrremeo is
allcwable under West Vnginia Stae Code.

In oder ro cengtbfrr 6e Division's position regardhg ttese typ€s of ploqrereds,
before flrch eregereEts ae emered imo in tte fiturq ee reconfte'ld tbc tie Division
obtain a legal opinion fion rb Anoney Generat's Ofrce regcding tb sptropdM
ofthe noa-cospeitive selection methodolog br rhe sqvicos described above.

Managemert Responso - We$ Virginis Code $17-2A-? provides in psrtinem p€rt
Nobrithstandiry any law to the codary, the commissioa



(l) Snal ote"t -O emptoy I colcpereqt leg€.I saff sdequab for rhe orditrary
Ieg4 s€rvic€s required by hiq aad shall provide thoefore srcb qruners,
equipment, Scilities, servics and stenographic ard otlsr lErgomel as
may be necessaql

(2) May rall upon dre domey gen€ral ald the proseorting afforneys of tbs
sweral counies, with their respecdvo jurisdistio4 for Iegal assist nce and

._ sewices as provided by lau4

(eophasis added)

The Commission€r of }trghways bas comptied wirh his satutory duty by enploying
cosrp€fgtrl legal counsel aad lus obtained tom tiat couosel a legal opirion conce;h!
non-competitive proorement of desiga-relared services.

Wtst Virginia Code $5-3-t provides the .atborney general shall give written opiaions ald
ad;r9e-upon guestions oflaw ... wheflever required to do so, in writing" by li*ed public
officialg and agencieq includiag rle Comnissione{ of tne bivision o-i ltrgn"ay" fn t
reme section provides that it is ttre duty of the Attomey Geoeral to renOer. written
opinions or advice to the Presidelt of rhe Seoste aqd rhe Speaksr of the House .

whenever_lthe atomey getreral] is requested in writrag to do si.. fte W"st Wgi"ia
Suryn9 9s{ has stated that opinions of the anomey General are nor precedeot, 

^9raev. Wqssich, 156 W. Va 128, tgl S.E.2d 275 (nqb ar:d tbat s]ch opinioos are
persuasive when is$ed mther conteEporaoeous with.the adopiou of a statrte in
q)esior\ walter v. Ritrke, 156 w. va" 98, t9l s.E.2d 275 (i972). 157 CSR g1.7,

3ry*p9-lg""dw€s for N€qtiared Coruract., e.as prosulgatea iuUer a,r*"ri6, of
W.Va" 

-Code $S17-2A4b ard 8. These stahtr€s were 6rst Fssed in 1963 and Ii5Z
res@ively.

lhaeforg aay opinion of the Attomey General concernitrg prccedr]res arthorizd by
+ese st+Ies q/ould oot be comernporarleolrs witl passage oi tte slaq.d€s. Moreover,
srrce- opurroos ot t}Ie attorney gene.al have no precedemial valug and tle Commissioner
gf qighways bas already obtained a legal opinion from his o*r satutorily ar:thorized
legal coursel the Commissioner has deesred h uonece*sary to obtai! add,tioDal lqlal
opinioB on drc Eaff€{.

Advertiring of Contrrcte

Cbapter 59,-article 3, Se{don 2 oftbe wes Vrginia Stae Code requires tba a Class tr
lega.l adv€rtisened be publlsH once a week 6r teo scces*ve wieirs wirh d lea$ an

FTd "{l tull days within srch period berwE€n tbe d6e of the firsc pubric-trnn ad
tbe dde ofthe second snblicdon-

DuriDg tbe fiscal yea endFd June 30, 2001, we loted tqo cororts ftom cihich
adr/ertisemeds coulC not be bcded ad mtEd ffve sde-wlde coldm.rs 6r wbich the
ad'rertiseB€d iderval eas lot in coEpliffce with tbe V€$ rf[gitrie State Code,



'We recoEmend ftd the Division $€ngthen policier ad procednes dd eDsre thd the
advertisemem ofprocured serybes 6e documetred ald in accordace with Vest Vtrgfuda
Stst! Code.

Manag€nent R€s.ponse - WVDOH agr€s with the recommerdation A memorandum
ftom rie Deputy Srde HgherEy Engineq, Dwelopment will be sed ro aU Districrv
Divisions regarding the requiemeds of Chapter 59, Article 3, Secrion 2 of the W€st
Vrginia Sr:ae Code. The memorarduql will "ynpbasize the ad',renisenea interrel
required. The memorandum will also emphasis the need to ensure d:a project files are
msirtzine4 and contain all doc.nnentarion re<fuired.

Scholarrhips br Eighwsys Penonlel

Wes Vnginia Code Sectton t7-2A4b ^,rl*(liEf5 tbe Co@issioffr of ll4hways to
Awud ScholEships to coEpeted persoDs ald the Code of Stde Rules sectim 157-l-4
sets{onh tbe eligfuility and documemaion requirenems fur issuaace ofthe scholarships
During our review of tie schohnhhs progrm, we noted tbc docunn[tatbn of tiE
selection ed certaiq eligibility requircEeds werc Dot nEirreined blr the Deperren

Yu *p*"oa tbd A" Deparhsft Stlergthen theh policies and procedrms and ensuretlA adequae doquu€rl'afion is rn'iirqined to ascqtain comliarce with the West
Virginia Stde Code.

l\dalagemelt Response - We conqr thal tie comminee will keep the doc mentadon tlev
use to ma(e their selection This information wilt b€ filed in the Hunan Reeources
Division-

Sublrtting of Contracts

Title I 57, S€ries 3, Secrion I 0. I of rlE Code of Stde It e3 starB iq Et tla! %
comactor will be permiued to sublet a portiorr thereof bra sball perbrn, wlih bis or ber
own orgmidioD, work mouoing to Dot less tba 50olo of tb lotal coElact cosl'
Further, comactors are required !o file a "Subcotrfiactor Requ€sfl brn (Sn OC4O3)
wtich acqlodates the mold of the coffiaat !o subl€t to &F ;bc4mactoi.

Duriog our review oftwo ou! ofeigtr ofrhese 6ms during tbe ffi{al yea ended Jtrne 30,
2@1 we noted errqs iq the curnrlcive toals ad percemage oi slbcomact wrk
pef,brlned to dd3.

We recommend \at the Division inplenec review procedues iEludiog math cbecls to
eosre thc brms filed wir_h tb Division Ee acclllde and co4kra

Managemert Re6?ons€ - WVDOH agre$ with the recommendation A memorandum
ftom Depdy Stae ltrgh*ays Etgine€r/DevelopE€oq will bo se[t to all colstructioo
ar€as 'hFr. the qi9codacfor Request forE (OC-403) be revienod for acq.racy. The
memra-udum will emphasize the need to perbrn malh checks of the cumulaine tota.ls
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aod p€rcetrage of $bcontralbr qork p€rfonned. This issre will be fiJrtbef disorss€d at
the Construction Semina to be held in tle Spring of2002.

Equtpnent Re[tal Rrt€s

Cud€rfly rhe Wesr VirgiDla Srde Rail ArEhorhy (tb Ar:thority) rems on an arual basis

"tqT "q*ry .It 
ftom rhe Wes Virgioia Division of HighwEys (tle Division) which is

utt€q nr p€rlormEg roud& mairenarce a-od op€rdjols of tbe Autorirv. The Division
bnfs the Arrhority br the equip.nen lEntal based upon the equipned redal rat€s as
established by the Division ttrowever, the Auhoriry 

-bs 
rct pitO- the Oivision ftr tle

9T{pBed r€dal rdrs, cAich ba8 resuired in a disprre of rbe liabiliry owed !o tbe
Divislo! from rhe Aurhodry.

We-recomd tbd the Auhoriry and the Divigion negotime an agr€em€rt 6r tbe
equipE€d redal mles in a timely mamer.

&Ialagement Respo$e - The Dvision agre to B€gotiate lhis Eafier with the Autboritv

Property sld EqBipEent

l4"-C"rn"d is respolsible for ed"blishing ard mqi'r'ining adequde iDfrrEdion to
saftgurd assets fion nisappropriatioD, thefl, or toss. Ite Diision i-ir*ino 6 ligiag .6
fp€rty and equiprrsq however, &e lisring dtd Dot agree ro tle ger€ral ledg€r bd;egdd cort"ined ssve{al assefs which bad be€n disposed ofor ataraoned nnne", tL
Division's cq'lli"Etjon rheshold mud of $500-bas rct been ,!,r,r.d iu sel€ral years.
We recomend tbar the Divigion reconcilo the gmal ledg€r Beiarc€s to tne 

"qufrn"rrEa$er r€ports ([$ing) and eosrc tM difercnces are approprbly resoh/ed. FGbEf, the
Dlvision should consider an increase ir $e dollrs tileGU useO to caDiialize fixed
agsets"

Management Response - Fublic Transit maiaa.ins aa inventory listitrg of all eqtripnelt
ryc.hTg by the $ate's fiarsit systems in a coEFrutedzed progran -ited 'futonat€dve 

.cfe,[w€ntory S]6tem' (AVIS). A-s mandated by the Federal Tmnsh A&rirjstrstion
(i rA) m$ nverdory system accounts for the tolal cost ofm iten, as well as rhe federEl,tt*:.-d l*{ share. The- primary AVIS scb€dule reflects ALL equipm€nt F{clDs€d
uErlzrng- partjc,nlsr gla.trt futrds, no maft€r when it was purchased or if h bas been
disposed ot A srtsidiary rEpon lists all items that bsve reached rhe end of their feder.al
us€rur_ uls. rr thrs report is totaied ard subtracred from the primary report, ile lotal
should agree to the g€neral ledger bajatrce refle$ed oa tle ftrar:ciat statemeds. 

'

Fudbsr, FIA is Bot concemed with the fitatrcial aspects ofequipm€nt as a wbolg but p€I

TS-i$"t i*r The AVIS sysem wair developed ard *itgl.a a couply with ine
rcdeml requremerlts. The individual ass€ts are sfegusrded by the livision .tlnough
conpldiotr of aDnu€l oefiific€dons t!.d stde rhe fruipmert- iten is $i[ in their
possssioq ih: rtrilTCu (if.appticable) snd rhe condjtio; of the hegr. A physicst
insFwrion of the equipmeni is perfofiDed during on ste rwiews corducted by bii,irion

I1



staff otr. a periodic basis. The capitalization threshold amoud for AVIS is $5,000.
Conc€ming increasilg tie capitalizariotr theshol4 the Division of lfigftq,ays h
coasidering such a_o inoease.

Ac{ounts Re.eivsble Cone$iltr!

The D€pdtrrsd's accouG rccetvable policies and proce&res *ae &at €des with pa$
due bla.oces will bave qEdit .lisconrinued ldl the accold b hoDgh. currem. We noted
rhat rnqnegF'y'er' of tbe Departuen comirues to erserd credft ; edtes ftat bve
accouds receilabte blances tb de pas due, fhus, tle D€F€rtoed derificatrly
decreases theh ability o collect tbese babses though de rcgular ;[ecdon process.

Y" e--".a $c tle OArrem sr:spend tbe edension of qedit ro €die6 wth p€s
due l'lrn e3 umil tbe accoud ir brouetn cured. Also, we recoE8end lhd tbe
De!ffimed evalude accourts with h,lances oUststrdiDg to idexdify alIJ, €diti€s rhqr
should not be grdld uedir dr:e to a bi$ory of tme payned.

Maoag€med Response * Certain sqvices zuch I hruling F€rmfu, issring specificatiors,
logo srgrl ald permh escort sereices are now being c,n ;f -heu oudnding invoices
b€coroe 90 days 

-otd. 
The Deparrnerr agrees to analyze rhe oths types of o-ntstanding

recoivables in order to idortif, those accounts for Ehich cr.Edit should'be suspeudd.

Eiernal Audtt - Accolmts R€reivable Fonow Up

Tbe E C€rDal Audit. GroW of tbe Divlsion's a'dtr depatued is resmnible 6r
perbrming a Gnat nrrlir of aI coDtracts bebre frn't FslDred is lrb.te. We rctea tb6 tle
ercemal n'qt group aad tbe accorm receivable depatmeut ofth Divisiol did trot bave
policies and procedues i! plare to ensllle thd aU fuucs deffied a8 overFyme[rs u)
cotrlacloE w€re collected.

Wre recornmmd that the Division develop policies ad procedues o ensne all mourtrs
ife{nea a9 overpafmem to cotractoreare collected i a tinely mamer and r€port€d to
the E:Cemal Audit Group as resolved

Management Response - The policiee aad procedures for collection of overDavrDeEs to
contractors are tle ssne as those for ortrer receivabler. Wben iwoices are-ulpaid, the
Departnrem seods the q.Lscomer monthly staiemefis until the invoice is paid. In 

-add.fuo&

collection l€tters are seffi to the crlrtom€r when unpaid invoices reach 90 and 120 days.
Afrer that poiod the uncollected receivables aro forwa-ded to Legal Division for frrtler
action

Accour8 Receiyable - MoattA/ R€concinatio!

Drring_our rwiew we tro&d thd the "ged rcceivables repon gsnerced ftoE the sccouds
rccelvable Ed€m did lot lecorcile to the acco[ds recsi,,rable as reported on tbe
aluborizdion syst€m. Tbe recolcilimion of the accouos receirable iygem to rhe
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''rhoriutio! systee should be done ou d leas( I Eoxdl y b€sis to eDsr're the prcF
reporting of accourts r€celvable.

we recomend rhnr mrd y reconciliation be prbrned to rccolcile the dccouds
receivable sy*ern to tbe arhod'd^n systen Fuft€r., ditrer€nces slpuld bo invesigEted
ad resolved in a timely namer.

M8lagenent Resporse * The Divisio! age€s to perform I mortrbly recoociliation ofthe
ac€outrts rcceivable system to the authoization sy$em. This rerpDcilidion will be
documerfed itr a morthly 'Accoufs ReceivEble Status Report-. Additioaally, any
differences wilt be investigaled ard resolved in a timely manner.

Comp€titive Procurement - hternet Listing

Curreutly, the Division poscs a.lroposa.l plaotrolders lisp on tbe id€mst prior b tbe bid
openiog dces 6r conscructioa ploject$ Thls liS displays the cofractoB rh'r hs\e
requesled ey or all proposal docuneds, olstructioa plalq or cross sectioN of fbe
project. In 'd.{hio4 b€side each cotrtractors name is a-cohrmo fur eith€r "y'or a..l.
indis'ring wlEfi€r the codrarror is idere$ed in being tb prime comacton or srb-
co@ctor. Duriog our rwiew tbe bid letting pocesg we noted mo projects ftr which
only one comactor had a "Y" iq the systeE ile this hfrro8liotr may Fa'hqnce the
dissemioation of inbrnaioq fur poternia.l codr"acbnl and srbcomacors, h in{mces
where only qne @fractor bas expressed id€rest in being lle prtme cotractor, the
coqetitive process could be atrected-

We recomend tb.a the Divislon review the insrmaion proviled publicly to pot€dal
bidd€rs ard ens:re tM tbe in$rmaton provided does not i@air tbe coryeftive
PIoqrernem process,

MalsgeD.etrt Response - This iszue has beeo reviewed several times bv the \gVDOII
This inforsratiou is provided to the pubiic i.n order to allow srb-coo-acton, mrtoial
providers, DBE- firEs, etc., an opportudty to coftact pdertial biddos of highway
coostrucrriotr Ploje{rts. wlIDOH feels tlat the benefts of providhg this informAion are
s$stantial and it do€6 lot impah the conpedtive p.oorenem pmcess.

Corucucdon Pregaalifled Marilnum ffiatrdtng WorklDad

The Division ls responsible for Feqoali&ing all coffiactors as !o the mximm allowable
o"rarqdling workload permited dEng eJ| one time. Thb limh iq e$ablilhed !o €rN[e
tbe appoprlae distrihtio! of wot& amoDg cotractoE ad ensrre tine.ly ad effective
s€rvice by the coftac-tor& Tbe maxfurm vo*load pemitted inchrdes t]te coltractor,s
\r,o*load 6r ot! of $at€ wodq br which tbe Dir,lsio; rcUes on tb codartor !o remn
on tb proposal sutmissbu brms



{or,gne,of t$ eicf[ projects avarded, rbe coDrracror did nor lisc rheir outshdirg
rorkroads on the prornssl ftrlls sr tle pmjecl

W€ recoTfl!?kl rh{r @rageueft saen$betr theh polici€s and procedr-nes md enane thqt
adequae_ infilrocion is provided to €rstre tbd I corha;or do€s not €xceed the
prequamed Eaxi@lo wo*load a@@L

Yanageme[t Response - A memorarrdu-E wiu be sert by the Deputy State ltrgbwey
EngineerlDeveloprrent, to the Cont act Administration fii"lrioo 

"trtp'ta"lriog 
rt"t uU

required information must b€ shosn on the prequalificdion fonn" aah to .nsrre tbat acortacior do€s not €xcerd.the Fequalified ;aximum workload amount. A copy ofthis
meuorandum will be prcvided to the Cotrtractot s Associatioq of WV for distn-br-rtioa to
their orembe|ship.

Useful Lives ofPmjeets Furded with Bond proceeds

?uritrgtbe y€ff erded June 30, z@1, the Division sold $l lO,O00,OO0 iq safe road bonds,
rbrough inquiry and aDalys.ir during the conrse ofour rwiew, we noted rhet th€se bonds
appe€red to bave been us€d to filance tle coDscrucdotr ofhtghway projects with varying

?ryq uo,firl lives, Funher, th€se fjecrs bave expecri u"ei,t iiuo sipfi;fl;
stErter t!8r th r€payEetr period oftbe rlebr.

AXhough aI projec{s rert€d are withi! guidetines for expendhrrc of bond proceeds, we
rccom€nd tba fte Division consider tbe o$ected udil [fe of projects prenn"d for
1S:g tu: *e Uond .poceeas This corsid€rafion shoulO incluae ;*C"Il".
pnorities aad other plaming ald de.!€loFre6 &ctors. Such €r1 aElysis woUa foviaeEarag€med wirh 'da;rioral intbrmarion fut ruy assis in alocafrg pojec:rs o tbe
rzrious G"r.ling sources.

MaDagenen! Res[pnse - The Division does consider, tkough esfablished processes tbar
include.managerrrerr priorities and other plaming -d aweftnenr A"r"iirL .q*r"a
usefi:l life of projects to be uderaketr usitrg 6nd proceeds. mo. p.otores *u an
irtdcate part of tlle overall plauing process.

Tbe Division betfvl tnu all projects undau-kon with bonrl poceeds will have usefirl
I-lves tbrougbout the bond repaymert period.

Risk ADlylis

TheDivlsion.operaes a large co4lex orgnizaion in a coqlex eDviro,,ment. As $cb
lne uwlston rs cotrforEed with numerous risks rhd theden tbe eft{tlve firnctioaing oi
the Divislon.h crying ort bs mi*sioa Ttese risks Day rcsrtl A.. kgd d.",
consruction igses, revemle source lsseq fiad susceptftliby, a"A pomtai lsues tomreaGw-
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We recomend tbc tbe Division prepare a coEprehensive lis of the qilcriff.err rlsks
associated with the vaious lssres and 6rmli:a the merhods it uses or p-lals m use o
mftigae the risks or otherwise determine tbat a giren risk is at a acceptaille level This
risk aralysis would Scilkqte coduiry of approach as personrEl 

"liogu -d h"tp th"
Division pdoritize a.nd rn'irlfqin its focus otr its EissioD. ifadopte4 ErurgeEeE should
penodically leview ald uF.{qrF this alalysis for ch*gir,g cddiriors sft erslre tbar
!|Iocedrlr€s des,gned !o m;rigFr. risks aq.e sdl itr plac€.

Ndanagement RrspoDse - Tle WVDOH has many imerna.l controls to constantly evaluaterisb associated vdth legal, coDjtouctior! tweou" sour"e, fialld, aod potiti*t i.*o
Recogniziig thzc-shanges in upper management could occur and tic significant risks are
sssocrared l'lul tnes€ jssJe4 WVODH wijl prepare a corprehensive list of sigoificaft
risks thal.could_ tlreareD our ability to carry out our nission. This lisr wil be reviewed
pef,io{rcalty a-Dd updated as required.

Further Adoption of AccoErthg prfuctple!

Duing Jue 199, the Govermed Accorrning Staldq& Boad (GASB) ia$€d
Std.e'Eerll No. U, Basic Finoncial Stdenents : ard Mdrugenent,s bi""*rto, -raAnaW - for Stde dnd Local Governments. Tfis st tametr esabtished ffnancial
reportiDg stsndeds 6r staje ed loca.l govermers by revis.rng the besic ff"ancial
yT"d Tg]ryllts ffd requiring a m'nagarnenr's discussiotr ard aralysis to
irFoduce tbe h.qic linancial $sternens and b Fovide aDd a@lyrical ovsrview of tbe
€ttifJ.'s fin'nr.isl acdvities. Ia addbioo, the Depirtmet will no", t"."q;.d to ,.-rd
arxd dsg€cide a[ lned ass€ts aod inaasuctl;re assers which inctuae^roaas, bddges,
dams, etc. The DepartueE fiIeqds to adopt the pmvisions ofthis gArren br the fiscalyea en.l"d .ftloe 30, 2@2, wbich is consistem with rbe Stde of Wes Vnginia's plaoled
adoptioD p€[iod-

We 
TconnngDd tbd mmgemem of the Dep€rEled devote the nec€3qmy r€souces ard

TlnPlede @d analysis_oftbe impaa of liq scatem€d to tle fifiacfal repo-ning pocess of
the Degtmed. Tte Oepsrrn€rrt should also pm-forma the financial ltar€"r*; Or the
year endFd June 30, 2001imo the required forna ma emure tle intrmtion is availab.leb complete tbe required msrageqe[t's discussion ad analysis section and irifrasrumre
yT,:yo *.hi"h ,ritl_ be-tbe responsibility of the Divisionr naogenern In additioD, tbeJom Lblmitlee ard the Divisioa should e!$re thd e audit coDFact pith ar
Ind+enden Certified Publlc Accoudd is r€neq/ed in a dmefy rrrq""e, 6 -"r" Oo
audit pmc€dltl€s c@ be 4plied m tlr intrzstructre assets h I d;ely namer. 

-

YanaCeneT RTponse - The DepartEellt ba.g begut work on the pro.forma stat€@ent for
me,y.ea: endrng Ju!: 30, 2001, ilcludilg the ma!€emerlt disqrssion and aaalysis section
alxr nrrastrudrre disclo$r$. We a_lso agree that the fiwal year 2002 coltracf for the
Indep€ndent Cenified Public Accourfs lhould be finalizej as soon as po*riUte to
facilitare adopion of the GASB 34 reporting chr-oges. Furrbef,more it sh;JO aso be
nofed ftat d the.Division failj to adopt these reporthg statder& it would Do{ receive an
uoquarll1ed autrt oprqon o! fte fiuancial $atenents, and h would a.lso prweot tlo



livi$gn a$ $'le of West Vnginia fiom receiving the Ceitiffcde of Achievemed fbr
tsxceueqce r! -t itancial Reporting fiom the Governmert Finaace Ofrcers Assmiatiol
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Wf,.STVIRGINIA I'EPARTMDI{T OF TRANSPORTATION, DIVtrJION OF EIGETVAYS

SCEEDI]LE OF MANTENANCE DIPEMITI'RES . STATE ROAJ FIIND
Year Esd€d J@o 30. 2@ I

DtafEedrnco €dF€ddiofts by op@ai@s cdegg':

Rqfhe rC,r4mmce

E&e(8rdcy rood op€rdiors

DisEId n'|rl'd.ne qpcr

Othq rrt 6h.! s&ylce

s-"[ bridga Ieldr add replactdlsrd

R4doeadol Fojects

TobI !rid!d8!co qp€dditldEs

lraideorn e ex!€4ditE€s by qp€ndfme c€tego$

Eqft€sTay, tlunuim and feedlc

$are loaal s€(dc€s

Ctdr.acl pavhg @d *.i"d"'y roads

snrll ttldlp r?air @d r€pLa.fdlor

UtIe[ cffiol Foglala

Tot!.I naidon.e qotrdirEls

54,st23@

s 3m2nJ

1342092%

2t,769,499

5,M7:t9L

29:758,903

23,9r8,4n

37,W,tf3

35,yzo,698

171,380254

54,499,1t4

23,y2LJt9

1,485,408

_9__30-N-E_

S€s lldgp€ddld Atrdftcd Rlporl
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WEST VIRGINIA DEPARTMENT OF TBANSPORTATION, DIVFION OF EIGEWAYIJ

SCENDI'I;E OT REVXTiI'E AND EX"ENI'ITI'RES - FMERAL AID
EIGEWAYS} MATCEING F'I'ND'

(S?edat 5,05 pa gdlon Gaotbe Tox)

Y @r tsfilm JIII9 JU. ZVUL

R69€dfi6:
@loliao ta
F€derEl ai4

Irfed€re ldthrqys
Appatr*ian nigmaye
Oller HglnEF

IqgEtutur aod iEteG$ hcoeg
MscolfdloDs hco[g

Tolal rEer@ls

Elp€idtEEs:
R@d cd.fitrd(oi

Idt(star! blshwdtB
AlP€lacldrn HBhvlaF
Othc htghwap

Tobl espddtErts

Exc€ss (ddd@ct) drweau.s ov€r a<p€trdltnes

FEod bal&cq b€hlng of yEd

Ih@dq to closo IngheatE ltarchhg F@d

Idd balrllce, €od ofyeq

$ 45,189,530

18,433 294
60,030258
u,984'206

9?4,316
835,62E

210,44',7,432

44s9,n4
8r135,r02

rn 308,95

L3r,303J21

(20,856p89)

rc,ln,912

4,7)A?Tt

$-

I
I
I
l
I

* Thesg @oms do h&dd h tho SEo Road F@d in rho Coebh€d Stdedoed dRsvrdr€s, E4ddiEes,
,dd chdges h FEd Felnc€s fc( ft6.1!I rqodng pillpos€s,

S€s I!dA.dd€@ tudnoE' RA.(L
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Yed Edsd JLEE 30, 2001
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CERTIFIED PUBLIC ACCOUNTANTS

A Wnt tw Lt'bnqc@Fnr
Erwsd!.9dr<on

Busin6g Adoiss a d Coflsulhtrts

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL O!'ER FINANCIAL
REPORTING BASED ON AN AI,IDIT OF GENERAL PTJPSOSE FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE
Wrlll GOWRNMENT AUDNNG STANDARDS

Joint CoEmitt€e on Govemaenl and Fira[ca
West Virginia Legislafwe

We have audited the fiuacial statements of the West Vhgida Depqboent of Tr@sloltatio!'
Division of Highways as of aad for the year €nded Jure 30, 2001, aod bave issued our report
tlereon d&d November 30, 2001. We conducted our audit in accordaace wit! auditiog snnaards
gen€rally aca€pted in the United Stat6 of A-Eerica and the stardsds sDDlicable to fiDEaaial
auclits cohrqined in Gwenment Audtttng Stadards, issued by the Compirolter Gelreral of the
United Sta&s.

Comoliance

As part of obtaining reasonable assuance about whetler the W€st Vi4inia Depatnert of
Transportalio4 Dvision of Higb ats' finslcial statemetra re free of m@dat misstat€meot, we
perfolned tests of its compliance with ce ah pmvisions of la*s, leguldions, contacts ard
gart& noncompliance with which could have a dtect and mat€rial etrect on the detemilatio! of
finalcial stat€m€nt amor.lrts. However, providing an opinioa on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such m opinioo
The rcsults of our tesb disclosed iustanc$ of noncompliance thx are required to be r€pofed
|Jnd* Govenvnent Audtthg Stadards a\d wbt& are descnted in the acconpaoying schedule of
ffn.lihgs as items 2001-1 srd 2001-2. Mrtitionally, we noted c€'[bi! in'natFrial insunces of
noncomplisrce that we bave r€port€d to nan'gem€nt of tle West VLginia DeparheDj of
Transportatio!, Dvision of Highwayq and tbe JoiDt CoEmittee on Govemmerf and Finmce iq a
sepante letter dal€d November 30, 2001.

'Ihorrr8dlc6r6 . 14u \drEhta sbc.4 B.d . t{rE ltp . chdLd4 w€5!vt!8Ld! 2539t
Ph@€ @4>3a9a126 6 hs!}78&381a . Fd (30+94!Sn8 . Endr cF@Frde<P6@l

Mt'tb'Bof AeaINltde&onolC-aqtntuWcAN6ltda'$.Pttut2WWtudtt.wdWtuHdydcstfrd P|UX AE rtdans

P#ARrs- @
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Iptemal Coltrol Over Fbatcial Remrtine

In plennihg and perforning our audit, we consideled the West Virginia DeparAent of
Transporta:io4 Dvision of Higbe/Eys' intemal control over firanciel rcportirg in ordEr to
determine our euditins Focedues for the purpose of exprBsing our opinion on the fimncial
slalements sld not to Fovide assurance on the intemal control over fin'ncial repoltitrg.
However, we loted certain mattqs itrvolving the intemal control over filancial reporting and itr
operation that we mnsid€r to be a rcportable coaditions. Reportable conditiors iavolve oaten
coming !o oul attention rclating to signifcslt deficieocies in the design or operation of the
inlerDal contol over financial reporting rhflt, ia our judgned, could adyersely affect tbe West
Virginia Departuent of Tnnsportation, Division of Highways' sbility to recor4 Foc€ss,
suomarize a[d report finFncial data colsisteNrt with the asseftiols of maoagement iq the finaDcisl
statem€Dts. The rEpltable conditions ate described in the accompanying schedule offindings as

items 2001-1 tbrcugh 2001-3.

A maferial w€akoess is a coDdition in which the dxign or operation of one or more of the
iaternal coatrol compBents does not reduce ro a relatively low level the dsk tbe misstatements
i! amoulfs thal vould be matedal in lelation to the firancial shfemenB being audited may occur
8nd Dot be detected within a tinely period by employees in the normal coune of performing their
assigned f.lxctions. Our colsideration of the ht€rnal c!trtrol over financial rcprting would not
necessorily disclose 8[ mattels io the iatemal conhol thal might be rcportable catrditiors an4
accordingly, would not neces.arily disclose all reportable conditions tbat are also colsidered to
be naterial *€she$se6. Horrever, ure believe none ofthe reportable conditions described above
is a Eatedal w€akless. We also noted oth€r matters involviog the infernal control over ftuncisl
reporting, whicb qe have reported to manageDrert of the West Virginia D€partoetrt of
TransportatioD, Dvision of Highways, snd the Joint CoEmis€e on Govemmeft and Financc in I
sepaEte leter dated Noveiaber 30, 200 I .

This rEpor! is iotended solely for the iaformatioD of the West Viryinia Legislanrre, the Dvision's
nenngement, fedeml awmding epncies, and p€ss-tbmugh entides and is not intsnded to be and
should not b€ used by alryone other tbrn these gpecified parties.

O-,.-fu6. &y'rtA.Aa. Ftto
November 30, 200 I
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35
WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIGIIWAYS

SCHEDULE OF FINDINGS
YEAR ENDED JL'NIE 30, 2001

Condition:

2001-1

Criteria:

Coatext

Cause:

Independent Engineer's Cost Estimate

S€ction 157-l-7.7b of the Code of StdE Rules requires the director
ofthe division initiaring the reguest for s€rvic€ to be rcsponsible for
preparing an indep€odent eagineer's cost esdEale prior to the
Eceipt ofthe fee proposal from the cotrsultant.

We noted sevelal iostaaces in which the engineq's cost estimate
s,Es not Feparcd by the Diviaion mfil after tbe corsultam's pdce
proposal was received.

Total expenditEes for architestEal srd €ngheedng services were
appmximately $96,650,000, for the year ended June 30, 2001.

Due to statr and time limitationg tho Division bos been ulable to
prepare the independent engineer's cost €stioare prior to rcceipt of
the fee proposal fron the colsultEnt.

The Dvision is ia aoncompliauce with the Code of State Rules and
cost estimates pr€,parcd by the Dvision risk being influenced by
submitted proposals.

We recoEmend thai the Dvision devotE the necess€ry rcsollc€s !o
eDsure tbel the Code of State Rules and is policies aad procedures
are fouowed ard cost estimates are prepfied in a timely oanner.

West Viryinia Dvision of Highvays agrees with the
recomendation- Vacancies are being fi[ed in the Consulent
Services Section of the Engiqeeriqg DvisioD, and ',lditiolal 8tatr
wi[ be a$sigued to ConEact Admini$rarion Division to addrEss sh-tr
aod time limitations. Along with the additional sa$, the backlog of
consultaat agreements has b€€n rcduc€d Aon applordE fEly 425+
two yess ago to appmxinately 200 this year. The combinalion of
additional sbff srd aeqeasing backlog of agreements u,ill allow
WVDOH to prepdre the indepeod€nt enginee!'s estimate pdor to
rcceipt of the coDsultaf fee proposals, A memormdum has b€€n
s€ut fron the Depuly State Highe/ay Fngine€r, Development, to all
Disticts sld Dvisions iqvolved with Consultaut Engineeling
Services, stafing th"t their Dishici/Division must prepare the
irdependent engineers cost estimate pdor to the receipt of tlc
coDsultaqt fee DloDosal

Eff'ecl

Recormeodation:

MaDag€ra€nt Rgspolse:
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DIVI$ON OF HIGHWAYS

SC}IEDULE OF FINDINGS
YEAR ENDED JTINE 30, 2OO1

200t-2

cli!e!ia:

Procuemenl of Architecaml and Engineering S€rvic€s

Chqter 5A, Article 8, Section 9 ofthe w€st vtginia code stal€s itl
part thal 'The head of each agency shall ma.ke and meintain rEcords
containing adequare and proper documentafion of the orgaiza:ion,
functiors, policies, decisions, procedures and essedial transactions
ofthe agpncy desigaed to fiirnish infornation to proEt the legal 8qd
financial licha of the state sld of p€rsons directly afected by the
agends activities." FEthsr, Section 157-l-7.3bb of the Code of
State Rules requircs the selection commit&e for the procurement of
achitectural and engirre€fing servic€s to consist of the S€c'retary of
Transportatio4 the Cormissioner of Highways, the Stde Highvray
Engineer aod the next low€r level of rnaragemenr below the State

Ifighuay nngineq under whose direction the work will be
p€rfo!Eed-

We noted the following druing our rwiew of docuoenarion related
t! the plocl[emeqt ofarchitectural and engineuing services:

r The Coasulting Services Section ofthe Enginerring Dvision
did not beve a Consultart CoDfdeotial Qualificarion
Questionnaire and/or Consdtat C,ost Accolrding
Lnformation Stalement on file for tbree of the Fojects
seleclrd for rwiew.

r For one of the projecb rcviewe4 the members of the
selection coEmitlee glere not documented-

. For several of tbe projects rwiewe4 the reasons for why a
venrlor was selected md the interviews of consultads were
not do@me[ted.

Total exp€ndiEes for architectual and €ngiqe€ring s€f,vices werc
$96,650,000, ftr the year ended Juns 30, 200 I .

The Dvision was unable to locale some of the docum€ffition ald
policies and procedues of the Division do rct clearly spif the
docr:mentation which should be nnintained

The Division was unable !o plovide supportiug docum€ntdioD
related to complisnce with the West Virginia Stde Code.

We recommend tbat the Division stsengtbea fleir policies and
procedrues regarding required documentation for the procr.[€Naent of
architectu$l aud engine€ring s€rvic€s.

Condition:

Coltext:

C€use:

ESesL

RecoEmEodatio!:
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIGIIWAYS
SCHEDULE OF FINDINGS

YEAR ENDED ruNE 30, 2OO1

200 I -2 (Continued)

Msnageuent Re+o!se:

Procurernent of Architectuml and Eogineelillg S€rvic€s

West Vi€inia Dvision of HighwEys agrees with the
reconmenddioD- A memomndum from the Deputy state mghwEy
Engineer, Developm€nt, bas b€en sent to 8U Dishicts and Dvisions
involved witb Corsultant F.4g"e€ring Sertrices" This memorandr:u
enphasizB thal all documenhtion relate<l to trocurE reDt of
CoDsultart Engine€ring Services must be placed in the projec{ files.
Each District/Division u€s instructed to take say nececssry action to
eDsurE thal Foject files are naiqtaine4 and conUin all
docurnentation Equired by Chapter 5A, kticle 8, Section 9 of the
West Viryiria Code.
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WEST VIRGINIA DEPARTMENT OF TRANSPORTATION, DMSION OF HIG}IWAYS
SCHEDIJLE OF FINDINGS

YEAR ENDED JUNE 30. 2OO I

2001:3

Criteria:

Condition:

Infomdioo SysteDs Contols

The management of the Division is responsible for establishiag and

maintqining adequale informdion syst€ms inlernal conhols"

The Dvision operates a vride vaiety of coll]pltrer applications, msny
of which atrect fed€ral ard shtc programs d8t& During our review
ofthe informaion systelns controls we noted the followiog:

. There ere no forEal policies and proc€dures for rwiew and

Eonitodng ofthe user account acc€ss maillenance.
. There eJere several user accotmb tbal did not belong to

surrent eraploye€s ofthe Division"
o There are no formal policies and procedtrres for reYiew md

monitoring vrious irformatioo sysleE security lEports such

as the "Siled access reporl"

Inforoarion slsteEs contsols potertially c€n afect dl fedenl ed
sta& programs and are critical to the daily operations of the

Dvision.

Policies and proc€dEes have uot b€en ad€quately updated and

information syst€E contpls bave not b€en monitorcd by th€
Dvision.

UDaufholized access to clitical informdion systeos nay occur atrd

uot be de@ted.

We recommend tbal tbe Dvision streogfhen their policies and

rclded !o iDfomation systems coBtrob ad enstlle tbat
corrols are operating as designed- Frllh€f, the intemal drdit goqp
of the Division should consider desiming sudit plocedt'lles for the
moniloring and rcview of infornarion systeil coqtrols.

Not available at date ofprinti:rg rcpon

Coltext:

Csuse:

EfecL

Recoomendation:

Msnag€ment Response:


