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II Tuesdav. Aorll 16.2{D2

I I l:00 - l2:ooNooo .Ioht Comrplfl€e on Goyerrment atd Flnance
I
_ Senate Eouse

Tr Tomblitr, Chair Ki&r Chan

- Chafu (absenO Amores

I C*igo (absent) Meaal€sta
- SharDe Micbael

. Wooion Stato!

I Peem HaI (akeDr)

- Sprouse Trump (abs€no

I
I Ptoident Tomblitr, Cochair, prcsided

I 1. ApproYal of Mloutas.

T
Upo! motion by Speaker Kiss, properly seconded ard adopted the minutes of fie Jaouary

T
I 8,2002, meetiDg \pere approved

. L 2@2ltrt,edm Shdies.
I

Upon motiou by Speaker Kiss, properly s€cllded ard adopt€4 coEmitte€ chai6 were

II authorized to sbrdy alry issue a.!d assig! to ap'propriate slbcommittee with Dotificado! to the

I President and Spe€-ker.
T

Upotr motioo by Speaker Kiss, properly seconded and adopte4 the h€sideft and SpeakerII were authodzed to appoint as uuoy nemb€rs as desircd to any coEmittee other than statutory

I comminees.
T

- Upon mociou by Speaker Kiss, properly se.ond€d and adopted the followi.og studies \tercIr authorized:

TI R6olutions Adopted by the lf,gislau.rc

I HCR 25-Single RetirementPlar for Uniformed Services Public Employees was referred to

I

I'T

TT



II
TI PeBsiotrs aod RelircmetrL

I HcR 27-IEplemelting a Medicaid Buy-in for People with Dsabiliries was rcferEd to
T

Firance-I- HCR 33-RecruitmeDt and RetentioD of VolutrteerFircFightes was referredto GovemBent

-
I organizalion.

I HcR 47-Retiremeot Program for voluteer Fue Fightrrs ad EMS Pelsonlel was referred

I
-^ to Henslons.

I
I HCR sGcosl-of-Living lacrease for Public Bmployees and Stale Tsrchers Retircment

I Systems was referred to Pensions.

I
HcR 5lTechaicd atrd Adulr Educarioo Services was lefen€d to EdDcadoo.

I
I HCR 6&He€Itb Care Practitiorers Shortage was refeEed to l€gislatiYe Oversight

I Co--ission on Heatth and HuEaD Resources Accouotability (IpCIIHRA).
I

HCR 7 3-Effecrs ofldetrtity Theft ard ltoposed Rderal Regulaiiols Reladng to ArtiteEorist

I! Mersures was referred to Judiciary.

I HCR TGunemploymertand SocioecoDomicProbleEscoDtotrtilg AfricaoAmericanswas
T

referred to LOCHHRA.

Tr HcR 84-Heilthcire Delivery Surdy coomission was refened to newly creared Selecl

I -*uee on Nursing Homes

I HcR 9l -Nursing Homes Strf6ng was refered to Selcct CoEmisee o! Nursing HoEes.

I
- scR l&Visiou Exa.EiBation Required for Elementary sch@l childrcn was refened to

I
I Fducation.

I SCR 2s-Economic PoteDrial of Eque$riau and Holse-relate-d Activities atrd Tourism was

T

T

I
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I
I referred to Joht Commi\siotr o! Economic De.velopmenl

I SCR 3& Coulty aDd Municipal l.n.t Use plrnning was rcfe[ed ro coyernmeot
a

Organization.II SCR 4l-Creatiou of a Joitrr Mioeral Ownels Tlust aod Mileml CoDservadon Act was

I refened ro Judiciary.
I
_ SCR 43-CoDrrolled Subst .oce hesqiptio! pain Medication Oxycldono was refened to

I rrcHHRA
I
I SCR 53-Medical Malpnctice hsuratrc€ was rcfered to Itrsura.oce Availability and Medical

I Malpractic€ lnsurance.
T- ScR s4-Msndating llsuranc€ coverage for c-efiaiD PersoDs in clitical Trials was referred

I ro fo"o*n"e Availabitity atrd Medical Malpractice Insurarce.

I Resolutiops Adopred by the House:

I
HCR 4g-CoEputerizing Pe6onal property Tax Records a.trd payments of Tax for use by the

I
I DMV was refened to coverment Organizario!.

I HCR 52-Truaocy Dversion Social Work pmgram was referred !o Blucation.
t

HCR g-hocesses for Evaluatioq Teache6 was rcfeqEd to Educatioo.

TI HCR s7-IjIrpleEeorarion of 9 I t CeUuIar Emergency Service was refened to GovemEent

I Orgalizatioo
T
_ HCR 72-Establisbnenr or F-nhancement of Retinnetrt Betrefits for All Employees of theIr Licensed Racilg Association was referred to pelsions.

I nCn 82{urretrt Foster Carc Sysbm was ref€fled lo Juvenile Fosler Care, De! tioo aodI

I 
PlaceEen[ Task Force.

I
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I
T



II
T! HCR 86Fees Dedicated to the Courthouse Facilities Im ove.ment Fund was leferled to

I riouo".I
_ HcRg2-Mr.oased Timberland and Farnland Classifications for AssessmeDt ofReal Prcpeltyl-r for Ad ValoreE Property TaxatioD was rcferred ro Forest Management Review conmission.

I Resolutions Adopted bv the Se[ate:I

I SCR l4Eslablisbmeff of Residential Commudry for Senior CitizeDs wa rcferEd to
I
- Go".mment oruanization-

| ,cn fz-arfo*ilg couoties atrd or cities to Have owD Taxitrg Power was referred to

I FrDance.

I
SCR 3,l-Medicaid Aged and Disabled Waiver kogra.m was refenei to LOCHHRA-

T
I SCR 37-State ald l,@al Govemmelts Responsibilities in Flod Damage Prcvention was

I refened to GoverDEent Organiz€tioD.
I

ScR 42-Proposed I€gislation to Eaact clern Elections Act was refeEed to Judiciary.

TI sCR sl-Pmctice Guidelines for Reduciag Medicd Costs was refenEd to Iosuraoce

| .ltalur ily ald Medical Malpractice Insura.oce.
T

SCR 61-Impact of Adminisrarive aod Regulatory Requircmeots Imposed by the Stale on rhe

Ir c-arc Home Industry was Eferred to Select cotrmitsee on Nusing Home's.

I ef"o ScR 46 (irtroduc€d at t\e 2f,02 Regular Session) rela'tirg !o Prcdarory mortgage
!

- activitie,s itr the stale was referred lo Judiciary.

T
reated a Dew Select CommiBse on Nursing Hoxoes.

I
I ftotinued the AgriculEe and Agri-brlsiffss CoDmittee.

I Continued the Insunnce Rare & Foms Issues (Iwtchell r'- Broadqar) and Medical

I

I
I
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Malpractice Insurance CommiEee, but reoamed 'Insura.trce Availability and Medical Malpractice.

IDsura$e CorDmitee."

Continued Educarion Subcomminee D - Accoutrtability.

Conriqued the Parks ald Reqeariotr SubcoEmittee.

Cooti.oued the Post Audits Subco!0mittea

Co[Li-Dued the Joi.nt Comniu€e o! Techlology.

Continued rhe Juvenile Foster Care, Detention a.od PlaceEe Task Force.

3. Expense Refubursem€trt anal Comp€nsatton

a- Upon morioo by SFaker Kiss, prop€rly se4otded a.ud adopte4 the Joint Committe€

authodzed reimbursemetrt ofexpeDses and palmeDt ofcoEpeDsatioD to the followitrg for affenditg

regular montbly hterim meerilgs dudtg the 2002 iDrelim pedod of authoriz€d cornmiqsioDs,

coEminess and subcoEminees:

-Membels of the l€gislatore servilg otr \"ious comdi5siotrs, cammifl€es and subcoomiceas; aad

-Citizens serving o! vrioDs comdissioDs" comminees ald slrbclrlrnift€es" srho are nor oiherreise

disqualifre4 and who requesr expelse reimbu$eme and coElEDsation.

b. Upo! motioD by Speaker Kiss, properly s€cond€d ald adqpl€4 the Joilr Committe€

authorized reilcbusemenl of expeuses atrd payment of compnsatiotr dudtrg the current fisc€I year

to judges of rhe Court of Claims for days served in exc€ss of the sra$rorily requted Eaximum of

l@ days.

4 htcdm Meedne Dates.

UpoD motiou by Speaker Kiss, properly seconded and adoptc4 fte lext intedm dates ofMay

19 - 21,2ff2, were authorized.



T

t
I
I
T

I
T

I
I
T

I
I
I
I
T

I
T

I
T

5. DeBrbnent of lledth and Euman Re6ources Monthlv ReIDrts

Distributed to Bembers of the CommiEee wele the folloq'ing: Medicaid Report for Eolth

of February 2O02; Welfare ReforE Repofi for molth of Marcb 2002i and colitr Anderson Ceoter

Report for moDth of April 2@Z

NIr. Paul Nusbe'rm, S€qetary, Department of Health and l{uman Resource's' spoke bliefly

aod responded to questioos.

6. 2002 Intertm Sfirdles.

UpoD motio! by Speaker Kiss, Properly seconded ald adopted' the Select c-ommitsee lo

Study Com Facilities (from 2oo0 interim period) was coBthued and be respoDsible for surdyhg aU

issues lelaritrg to cowthouse facilities"

7. LotterY. Unemplovment Comllensadotr and Workerst ComoeDsatl'on Stafus Reports'

Distributed to meEb€rs of the Committee were the following hfiery OperatioD.s rePort

for moDth ended February 2m2; Unemployme[t comPnsatiol Trust Fuld repot for month elded

February 2002; and Workers' ComPensatio! Trust Fund rcport for moffh ended Jaquary 2@z

Atrscbed with each of these reports was alr atralysis prepared by legidarive $aff.

& Geperal ReYenue Reporl

Distdbuted to membeN was a rc@rt otr the statrrs of the sare's general revenue as of March

3T,NL

9. PubllcEmployeeslnsranceAeencY.

Mr. Tom susma.E" Executive Director ofthe Publc Employe€s Insuratrce Agency' distributed

tie fo owiog infomalio$ ( l) PEIA Balance Sh€ets February 28, 2002 and 2O0l 
' 
Accrual Basis; ( 1)

PEIA Montbly MaoageEent Report, Totsl clains, Fetruary 20Oz' FY 2004 (3) PEIA MoDtbly



II
tr MunugeEent Report, Per Capita Ctains, February 2@2, FY 2ffi2; PEIA MoDthly Management

I *"*ttPercapitautilizarioqRebruuy202,F.2w2:PElAMontblyMamgementRePort'Toral

I Claims, la\uary ZNLFX 2N2; PEIA Montbly ManagemeDt Reporq Per capita claims' January

I- ZnZ,fX 2002; PE[AMonthlyManagemeDtRepon,PercapitautilizatioD,Jarvty2N2,FY2@L

I fatt. snsmFn responded to questions from members of the commitlee.

I Tte me€tiDg s,as adjoumed.

I
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WY DEPARTMENT OF HEALTH AND HUMAN RESOURCES
BUREAU FOR MEDICAL SERVICES
MEDICAID CASH REPORT
sFY2002

REVENUE SOURCES
BEG BAL 7/OTlOI

MATCHING FUNDS
GENERAL REVENUE
LOTTERY . WAIVER
LOTTERY , TRANSFER
TRUST FUND APPROPRIATION
TRUST FUND BACKLOG
PROVIDER TAX
MCH TRANSFER
OTHER FUNDS

TOTAL MATCHING FUNDS

FEDERAL FUNDS

TOTAL REVENUE SOURCES

TOTAL EXPENDITURE5:
PROVIDER PAYIVENTS

SUB . TOTAL

ACCOUNTS PAYABLE 03/3TlO2

BALANCE

ACTUALS

07/ot/ol
THRU

03/3t/02
t7,934,O47

t34,652,798
9,400,000
7,800,000

2t,455,497
o

1o9,300,000
1,t22,643
|,442,333

303,107,718

470,763,644

180,507,587
12,600,ooo
10,300,000
31,938,930

0

t7,934,O47

,113,47 | ,402 425 1,599,230,615

|,t62,270,429

r1,600,97294

l ,552,141,248

7,089,366 83

45,s

YILOTI,IS\MEOzOOO\SUMMARY

PROJECTEO

04/01/o2
THRU

06/30/02

45,A54,1A9
3,200,000
2,500,000

IO,483,O33
o

37,800,000
977,357
657,667

rot,472,446

323,886,367

147,100,000
2,100,ooo
2,100,000

404,580,564

1,194,650,O5I

243
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II' WV DEPARTMENT OF HEALTH AND HUMAN RESOURCES

- 
BUREAU FOR IV]EDICAL SERVICES

I MEDtcaL sERvtcEs rRusr FUND AND |NTEREST REpoRT
! FOR THE MONTH OF MARCH 2OO2

sFY 2002

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

TOTALS t2l 237 092 26) 29.041,937 69 7,8A4,845 43

TRANSFER
DATE ACTIVITY DESCRIPT ON

DEPOSIT
(WITHDRAWAL)

PRINCIPAL

INTEREST &
DSH DEPOSITS
(WITHDRAWAL)

TRUST FUND
BALANCE

07/at/al
a1/ot/aI
07/at/01
01/41/ol
a7/3t/41

DEPOSlT
WITHDRAWAL

BEG BAL
Elrsrbi ity Expansion
Facilrtres DSH li,latch
Pflvate DSH Backlog
Rarc Ar 4 92 q"

5,358 862 34

(1,4ss,834 00)
(323,846 00)

(106,171 34)

17 ,Oaa t7

5 358,862 34
5,252,691OA
3,796,a57 00
3 473,01100
3 490 091 17

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

DEPOSIf
WITHDRAWAL
INTEREST

Facrlities DSH Paymen
Facilihes DSH lMaich
Rate AI 42%

(l 425 436 00)
9,577,580 50

26.435 36
\t ,642,235 67

09/01/01
09/47/oI
09/3A/OI

DEPOSIT
INTEREST

Pr vate DSH Backlog
DSH Cost Settlement
RaleAT42To

(3,290,917 OO)

284,388 00
8,317,754 03
8,662,t42 A3
8,695,313 89

10/01/01
10/31/01

DEPOSIT
INTEREST

Specral Appropr anon
RateAT3l%

366,667 00
23,1r7 A3

9,061,980 89
9,085 098 72

1L/Ot/AI
t1/ot/oI
11/01/Ol
1t130/01

DEPOSlT
INTEREST

FaciLrtres DSH N4aich
Private DSH Backlog
Special Appropriat on
RateAT3l%

(1,317,248 60)
(271,72e O0)
366,667 00

21.090 58

7,761,854 t2
7,496,t2212
7,462.74912
7,843,879 7A

I2/Ot/AI
I2/at /al
12/01/OI
t2/ot/oI
72/3r/OI

DEPOSIT

DEPOSIT
WITHDRAWAL
INTEREST

Faci rtres DSH Paymen
Nlatch Drop
Special Appropriatron
Private DSil Backios
RateAT3l%

(5,236,000 00)
366,667 00

(3,393,717 00)
72.577 12

5,326,517 5a ),3,210,397 20
I,974,397 2a
I,341,064 20
4,947,347 20
4 959 924 32

at/al/42
at/oI/a2
07/o1,/42
a1/oI/a2
o1/or/a2
oI/3t/02

DEPOSIT
DEPOSIT

INTEREST

Special Appropriaiion
Faci ihes DSH Paymen
Facrlities DSH Match
[4atch Drop
Spec al Appropriation
Rate Ar 27 7o

600,000 00

(1,404,180 00)
(2,618,000 00)

(l 00)

5,678,041 50

12.345 24

5,559,924 32
11,237,965 A2
9,833,785 82

7,2r5,784 A2
7 .228 130 06

02/oI/42
02/24/42

DEPOSIT
INTEREST

Specral Appropr atron
RareAI26%

600,000 00
14 469 83

1,824,130 06
7,a42,599 89

03/ot/42
03/0t/a2
03/01/02
03/31/02

DEPOSIT

INTEREST

Elisrbiliiy Expansron
Specral Appropnatron
Pnvate DsH Backlos

vyar 22%

600,000 00
(227,3r3 A0)

(385,506 00)

14.710 30

7 ,457 ,093 89
8,057,093 89
7,829,780 89
7 844 491 \9

a4/aI/42
04/at/a2
04/30/a2

DEPOSIT

INTEREST

Special Appropr atron
[4atch Drop
Rale AT 22 7n

700,000 00
(2,6r8,000 00)

t4,6a6 26

8,544,491 19
5,926,49t 19
5,947,t77 45

05/o),/42
05/0t/02
a5/at/02
05/31/42

DEPOSIT
INTEREST

Facrlrtres DSH lvlatch
Pflvate DSH Backlog
Specral Appropnat on
RaleAT22%

(963,656 00)
(7,050,079 00)

700.000 00
11.143 82

4,977,52t 45
(2,O72,ss7 55)

(1,36r,413 73)
06/oI/42
06/0t/42
06/0t/42
a6/30/02 lNTEREST

Facrlt es DSH Paym€n

Specral Appropriation
Rate AI22%

700,000 00
943 66

4,795,290 5A
(342,975 OO)

13

1,433,816 77
7,090,90t 77
7,790,90117
7 804 845 43

Page 3
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WVWORKS Caseload
2002

County January Fsbruary March April

Barbour (01) 208 208 206 207

Berkeley (02) 415 422 M1 453

Boone (03) 371 388 385 371

Braxton (M) 149 153 151 151

Brooke (05) 109 110 107 90

Cabell (06) 705 700 695 714

Calhoun (04 11p 'lo7 111 1U

clay (08) 11 109 '114 107

Doddridge {09}
61 67

Fayette (10) 531 502 498 507

Gllmsr (11) cc 55 58

Grant (12) 44 40 JI JO

Greenbder (13) 167 169
,t ao '161

l'.lampshlre (14) 93 97 '100

Hancock (15) 198 194 182 '189

Hardy (16) 49 48 49

Harrlson (17) 625 ozY 630 ozt

Jackson (1 8) 143 139 142 145

Jefferson (19) 162 168 174 174

Kanawta (20) 1,279 1,278 1,292 1,248

Lewls (21) 179 185 190 .i 05

Llncoln (22) 349 334 u5

Logan (23) 404 378 388 391

Mar,lon (24) 299 295 299 295



I
t

I
I
!
I
t
!
I
I
I
t
I
I
t
I
t
I 2

County January Fsbruary March Apfil

Marchall (25) 297 307 288 zYo

Mason (26) 200 261 251 244

Mercer (27) 8% 905 926 908

Mlneral (28) 100 100 100 93

Mingo (29) 574 553 u'l 525

Monongalla (30) 123 121 '120 106

Monro€ (31) 82 79 85 vo

Morgan (32) 85 96 oa 95

McDowell (33) 864 839 8'18 806

Nlcholas (34) 156 156 156 158

ohio (35) 308 zdo 293

Pendleton (36) 5T
al

Pleasants (37) 49 51 52 45

Pocahontas (38) 26 27 31

Preston (39) 125 125 125

Puham (tl(l) 169 185 178 170

Ralelgh (41) 700 705 7't3 716

Randolph (42) 1'13 118 120 128

RltchiE (/l:l) 65 62 oc u
Roano (44) 119 123 toz 124

SummErE (45) 165 158 174 174

Taylor (46) 98 a7

Tucker (47) 28 24 26

Tyler (48) 38

Upshur (49) 316 314 eno 302

Wayn6 (50) 584 552 5U

Webster (51) 181 182 1n 175



County January February March April

WeEel (52) 113 112 109 112

Wtrt (53) 43 45 46 45

Wood (5,4) /cu 760 785 788

Vwomlng (55) 4M ?ol 406 388

Total 't4,654
,t4,578 14639 14,512
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Gharacteristics of the Curent WV WORKS Caseload

/ 4,476 child Only Cases-paronts are not In the home and chlldren are llving wlth
a-relative, or parents ar€ in the home, recelve SSland are excluded from lhe WV

WORKS payment

/ 581 casescurrenfly raceivlng IIYVWORKS recelvedTANF In anothorstate befor€

movlng to W6t Vlrglnla.

/ 108 cas€ In whlch ths parcnts are excluded from the payment bocauss thsy
were convlcted of a drug related telony after August 22, 1996.

/ 448 cases rece.lve Medlcald but do not recslve Food stamps.

/ 1 ,g21 @s6 receivs Food Stamps but adulb do not rgcelve Medlcaid'

/ 1,869 cases receivstheManiagelncentlvo. Tho Incentivswas IncrEased to $100

monthly effecdvo July 1, 2000.

/ 2,239 adults recetvlng \l!w WORKS are smployed.

4!OZ
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Suppordve Servlc6 Paymgnts: Types and Amounts
Aprll 2002

or

Typa Curlent \tW
WORKS

Fomer VW
WORKS

Numbgr of
Payments

Average
Paymsnt

Total Amount

Ctothlng: Work or dr6a ctothlng whon thero ls a veriffed
ofisr of employment or short ierm t'ainlng. $600 y€ar

$118.389 641,240 1,03i1 $159.62s

Collateral: ltern€ Includo groomlng gxp€ns€s. t6€t fo€s
and other oxpsnses rotated to omploymont $300 year

$20,152 $3,589 2U $s0 $23,741

Car RepalE For p€nonally owned vehiclea: lncludea

dr€s. mufter9. or btgk€ nocsgsary to pass state
Ircp€c{ion, glate Inspecton stckera, llcense plateg.

vohlclg insuranc€. and drlveiseducation da$6 Funds
cannot b€ uEed to purchas€ a vohlcle. $1,fio ufodne

$245,284 wl,ar7 586 $524 $307,'163

Conbsct Tralnlng: A b'alning contract may be wrtttan
wllen trEinlng lE not avallable on a nocoqt basls and the
tralnlno wllt bo provldod to an IndMdual or a group of
pardcl&nts. Th-ere l8 an oxpoctadon that the IndMduals
wlll be abls to find omptoymsnt when thoy succsssfully
compt€to the t alnlng cours€. $5,000 year

$2,708 $0 11 $24 $2.704

Conrmorclal Drtvsy'o Llconos: Payment to purchaso
llcense. $600 lifoumo

$s96 w $260 $1,040

Drlvslrchauf,ouis Llcsneo: Do€s not Include peyment
for tost r@ulred due to trafic vlolations or classes
requfr€d for DUI convlctions. $120 fifetine

$132 $0 7 $19 $132

Employor lncontlvs: Agro€menb b€tween employers
and locai DHHR ofrc€s placlng WV WORKS roclpients
In job€. Employers arc relmbursed % oI the employ€€'6
\xBoes ficr lho first 20M00 woft hours under thos€
corit'ac,ts.

$1,&40 $265 $2,105

Prol€a€tonal Llconsg: \/vl)en thg cst of tho lio€ns€ ls
not pald by the employor or is not included In the cost of
a t'ainlng cours€, and obtalnlng the llc€ns€ is pad of the
@ursscomploton. 6600 tfo no

$826 s0 $92 $826
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Typs Cunonll/W
WORKS

Formsr lfw
WORKS

Numbor of
Payments

Avorage
Payment

TotalAmount

RElocadon: When there i8 a verlfi€d offer of
omployment, tho famlly can be rol@ted to a dlffer€nt
state. a different area of the sb!e, or to lhs 6ame erea tf
the move reducas travel Ot" ,o onu nort ot 

'ffio r"gr

$7,675 $7300 16 $967 $15,475

ToolsrEqulpmsnt V\,ihen ne€d€d for a vorifred offgr of
employment or ior sp€clalked tralnlng $1,000 yeer

$8,833 $4,436 37 $35S $13,269

TratroportEdon: Paymonb ars madg bqg€d on mll6s
travst€d io ernptoyment or a work acdv'lty when there tE a
@t Invotv€d. Pubtlc t'ansportaton b relmbursed at
ac,ftJat co9t

(240 n es-$10 daf 40+ $16) $400 nonth linit

$674.637 $2U,12'l 6,214 $154 $958,758

Vehlcto tnauranoo: Payrnent for vehlcla Inaulanc€
DEmtum. Do@ not lnclude vehlcle hsuranc€ premlum

tbr vehlcles leased through WV WHEELS as vendor ls
responslble br paym€nt as pai of the le4€.

gS00tteline

$51,S75 $13,148 245 $266 $65,123

DUI ofiena6: Costs related to rolnstatemsnt of drlv€is
llc€n9e whlch havo been rgvoked due to subatanc€
abu99. Includes DU I class€6, llcense relnstatement bes,
nery llcsnse. lgniton lntodock syst€m, Do€g not include
fines, ta€atrnent pr€rams or tests br drug and alcohol
use. $5jolffe1ne

$1,500 $500 $250 $2,000

Total $l,134,949 v17,O20 aA42 $184 9t,551,98S
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Does not include child only casas.

4102

Length of Time on Assistance

Numb6r of Months Number of ca6€s

12 months or less 3,656

13-24 2,823

25-36 't,655

3748 1,004

49-60 487

Total 9,625
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WORKS Closures Due to Expiratlon of 60 Months
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Month Number of Closures

1AO1 108

1t02 40

402 23

3to2

4102 21

Total 221



t Joint Committee on Government and Finance

May 2002

Department of Health and Human Resources

COLIN ANDERSON CENTER REPORT



Colin Anderson Genter Report

May 2002

West Virginia Department of Health
and Human Resources

Paul L. Nusbaum, Secretary
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Colin Anderson Genter
Summary Report - May 2002

The Colin Anderson Center (Center) was successtully closed on April 3, 1998. The
Department of Health and Human Resources (Deparfnent) has completed all

required monitoring for persons who left the Center.

Seventy-eight people were discharged from lhe Center into community settings in
West Mrginia, and one person was discharged from Ruby Memorial Hospital to
Lakin Hosp'rtal. The individual who was discharged to Lakin Hospital expired four
months afrer admission.

Two people were discharged to out-of-state placemenls at the request oftheh legal

representiatives. One of those individuals retumed to West Mrginia and resides at
Pinecrest Hospital at the request of their legal representative.

Twelve people have died (alldue to nafuralcauses) since being dischargedfrom the
Center.

Therefore, sixty-six people continue to receive seMces and supports in West
Virginia communities. Twenty people receive residential services in an ICF/MR
facitity. tne ICF/MR facilities are between six and eight bed homes. Forty-six
peopie receive residentialseMces through the Homeand Community-Based MRyDD
Waiver Program. Home and Community-Based residential services are between
one and four bed homes.

All those discharged from the Center receive day habilitation services from day
programs, community-based dayproglams, volunteering, seniorcenters, supported
employment and competitive employment.

Sixty-six people have had compliance clocks successfully completed. The-

complian& clbck is the list of services identified prior to discharge by Center staff
and 

'community 
stafi as needed services for the indMdual Each compliance clock

service is reqirired to complete eighteen conseculive months of service Zero

compliance ciocks remain active. The Departnent @ntinues to monitor, on an

individual basis. those who were discharged from the Colin Anderson center'



Colin Ande|ron Centsr
Summary Report - May 2002

DMslon of DevelopmEntal Dlsabllltes
Bureau for Behavloral Heallh and Health Facllldes

Date of ClosurE: Aprll 3, 199E

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

Total Number of Indivlduala Dec€aaed Slnco Dlscharge
(all due to natrral cauosal

12

Number in ICF/I/R Group Homes (&8 B€ds) 20

Number in MR/DD Waivor Residences (1-4 beds) 46

Total Cunently in Communlty Settngs 66

Number of lndividuals with Comoliance Clocks' Closed oo

Number of lndividuals with Comoliance Clocks" Ooen

Total Number of lndlyiduals with Complianc€ Clocks' oo

*A compliance clock is a list of services an indMdual's tteatrnent team identified prior to
discharge as nedd services for the indMdual. In order for a complianc€ clock to be
closed, all ofthe identified services must be provid€d for a peiod of eighteen consecutive
monlhs. Zero comolianco clocks remain active.

Status Total

Number Discharged in Community Settings 7E

Numb€r Discharged in Medical Softings

Total Number of Indivlduals Dlscharged 7S
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IIESE \rIRCD!TA I'EGISLA: IORE

W ol lle.t4t4htoeedr4t

B.rl?t >2r4t4.,

1 Aetltaa t, Pe 332-rth/ ttn"
I rgooK--.Ia &d" 8"1

ej&rl"d4rr,Mt253oro59o
3043974870

MM,IORANDUM

To: Joint CorElittee on tuvernment and Flnance
I Honorable senatoi Tomb1i.n, Senate President
I Honorable Delegate Robert Kiss, Speaker of the House

I From: Etten Clark, CPAE/
I Dlreclor BudgeL Divis ion

tegislalive Audltoi's Office

I Date: May 16. 2oo2

i Re: Revie', of west virginia Lottery Financial Infornation
I As of March 31, 2OO2. lF't 2002)

r We perfoqned an analysis of the Statemenl- of Revenues' Expenses
! and Retained Earnings for the perlod ended l'larch 3]-,2OO2 trolr.t monthly unaudited financial repoits furnlshed to our offlce by

f !h:.W.st Vinginia Lottery Comnission. The results are as

I ror.r-olds:

Ilott€rt' Rsv@r€6:l-I Gross Lottery revenues are receipts fron on-line games' instant
games and video lottery. These gross xeceipts uere 40.89E ABOVE

I inu preceding July - Mirch of fi.scaf year 2bo0-zo0t- Thi.s nunber
I doeg noL include cotlEljggjon and prlze deducLions. Gxoss proflL

for ,fufy-March 2OO2 vas $220'143,000.00t for Lhe previous flscal
I year, July - March 2001 it !|as 5149,234,000.00. Expressed as a
I percentage' gross profit ls 4?.528 bigller in 2001--2002 than in

fiscal year 2000-2001.
II

I
I

loid eanzalle o* Sacamezl a.tl d/i?Qtt"o
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Net lac@€:

Net incone for r0onths of .lu1y - March 2002 was $
209,613,OOO.O0, the previous fiscal yea! it,ras 5135,838,000.00
This is an i.ncrease of 54.34t

Op€tratfEg fra.D.sf,ela to tho SUat€ of We€t yltgi-oLa:

A total of S 209,673,000.00 has been acclued to Lhe state of itestViiginia for fiscal year. 2OOI-2O02. This is on an accrual basis
and may not correspond Lo the actual cash transfe_rs lrade during
lhe same tine period. ( Amounts owed to the different accounEs
according to the Lottery Act ar:e calculated nonthly and accrued
to the statei actual cash transfers are often Inade based upon
actual cash flow needs of the day-to-day operation of tlTe
lotLery. )

A schedule of cash transfexs follows:

Buxeau of Senior Services s 38,361,000.00
Department of Education $ 34, 737, 000.00

Educational Bioadcasting
Authority

s 2,600, 000. o0

Library Corrunission s 9,'7 52, 000.00

Hiqher Educatioo-Central
Office

s 39. 679, 000.00

Tou.rism s 12,870.000.00
Departnent of Natuxal
Resources

$ 6,s03,000.00

Division of Culture and
Histoi:y

s 7, 531, ooo.00

Department of Education and
AIta

$ 7,652,000.00

state Buildlnq Comnlssion s e,000,000.00
School Bullding Author:ity I 16.200,000.00
!'UBroIeI] AI'DGETAqST XR,DNI'EERS 9184,885,000.00

B
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Eaaoaa x,ottary n!!d ceBeEal. R€v€Dilre 9,331,000.00

Vet€ra.aa Iu.staBt fick6t Fuld 812.000.00

* CASH BASIS
Actual accrual based accounting W 2lg2r $209,673,000;00.

VIDEO LOTTERY TMNSFBRS:

Tourism Pronotion Flrnd s12, 511, 000.00

Veterana Mernoriaf Archiveg $100,000.00
John F. "Jack" Bennett Fund 920,000.00
Departnent of Adninistration 94,330,000.00
SI'BTOXAI, VIDEO X,OI'TERT
TRN{SI'ERI':

915,951,000.00

EdEAI, |IIRANSI'ERS OT CASS *9211,989,000.00



PO. BOX 2067
CHARLESTON, I\4/ 25327

ffiA
AGffi€ry PHONE: 30.i-558-0500

FAX: 304-558-3321
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Bob \{ise
Govemot

John C. N{usgrave
Dtector

MEMORANDUM

TO: Joinr C-olomittee on

FROM: Joh! c. Musgrave,

RB Mortl y Report on

ISLATIV

MANAGER

APR i I2002

Month Eodilg March 31,20U2

DATB April 19,2m2

This rport of ttre I-oBef,y operations is provided putsua-ot to the State Lottery Act-

FiDancial statene[ts of rhe hne!'y for lhe monlh endi-og March 31,20cr2 ale altacbed l-o$Ery revenue' which

includes on-linq iistant and video lo$ery sales, \ras 581271,793 for the Eobth of March.

Tralsfers of lottery reyeDue roralinS $8,085,E74 wele made for &e mo$th of March to tbe designated 6tate

agelqies per llouse Bill l0l and tbe Racetsack video bnery Acl ($29-22A-10). The amounl transfened !o e3ch

agency is showl ia Note 9 on page 13 of tlte anached fi ncial stotemeDts.

The lumbe! of active lottery retaile6 &s of March 3l ,2N2' was lA2.

A listilg of the mrnes a[d aEounts of pdze wiDners has been provided to the Clerk of the SeDate' the Clerk of rhe

House and Legislative Services.

If aty Eember of the commitree haB questions concerniDg tbe llotrery, Please call me. Also if any Eelnbers of the

Lgiilutur. ,ri.tt to 
"i"ir 

tlte l-ottery offtces, I would be pleased to show theo our faciliries and discuss the Lottery

wirh theD.

JCr,r4r
Attacbment

pc: Honolable Bob Wise
Brirn Kasiick, cabinet Secretary - Tar & Revenue

Joh.! Perduq Treasurer
clen B. Gai[er III, Auditor
Members of tle West Virghia Lon€ry commission

ntrrr'. trn;l otter u_.col'tt
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WESI VIRGINIA I'TTERY
SIATEMq{TS OF R.EVENUEII, BPE{SES
AND CEANGES IN RETAJNED EAf,NINGS

rOR TEE NINE MONTE PERIOD ENDED MARCE 3'. 2I}I}2

(ExFr.s.d ln ThoueD&)

CURRENT MONIS
mtz 2fi1

?J$ $ 739s
8J03 729€

56933 41,835

YEARTO DAIE
?Ag2 2@l

Lot&ry reftbnEs
Od-lhe gamEs

l!3Dant gaEes
R !€Eack Yid€o lorEry
UEiIld lideo lou€r,

DirEct C.osts
Cor1mi<iors

OD-lim gaEes
Iostanl games

R!.€rack ridEo louery
UEit€d eideo los€ry

Priz*
odtire Fi?e,
IDstarr! priz€s

Tlcke{ CGb

Total Dir€ct costs

Gro3s profit

oFating o(Foses
Vendo! f€es and c.Bts
Advertising s.nd ploEotiols
WaAes and reldEd beDefitj
Teleca@udcaliols
ConEacNd and FofeslioDal
Reahf
DeF€cidioD ![d aEdtizalion
other geaemt exFlses

Orher Opellring hcoEe

81212

449
5J8

xgrS
s938

42p98

3$24
s,793
9Jzl

179

52,598

28$74

$ 91,989

6)44
431;79s

6{tJ6

5,751

4258
n3,86

10,?70

D4g7S

45A84

__16324_
91,808

1t420

DAJ43

6F31

E090
1429
\at
1,582

426
s0t)

650

$ 63,698
s493r

atn45

43t3'14

3983
3A33

M39l

2\,N1

3lit2
3't,62
69,r9

r49234

4Jsl
4910

2245
t,r92
NE
359
4t2

56524

462
456

np8

?4,146

3515
5,017

E:N

152

36.890 3Ar, 3 TAZtq

19,630

585
87
2t4
423
a't

46

57

506
310

46
45

76

1!64

99

27309 17 516

m 428
,rr', (43)

s5 385

t7#4 n90l

u364 17,90r

250 E0
250

Tbe accoDPllyiDg Dotl3 8rE ar iategal
prrt of ihese i!.alcirl slslenEds"

ztn 4,640

9,ld)

2.08,663

7a

Opsrrirg IEcoEE

NoloFr€lirg ilc@4expeDs€)
IneeshEr ilcoEe
htaftsl €6FDse

IrcoEE bfore mmperating distsibaiol.s

Nolop€odllt distfuriols to tlo SDlo of Wes l.EBim!

Net ircoEE

RdaiD€d €a.rddgs, begiDning of pqiod
Retailed e3mings, eod of Friod

133,838

rp61) 2,412
(3s0) (400)

\0rz
7,lJ9'671 135,E50

2i9,673 135,850
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WEST VIRGINIA LOTTERY
STATEMENTS OF CASE FLOWS

!.OR TEE NINE MONTE PERIOD E.{DED MARCE 31, 2I]02
(Erpressed |l1 Tbousatrds)

C6h reaeived froe c1rstorof rs
Cash paid to eeployees

Cash paid to suppliers
Ol.h€f, operaliag cash payEeals

Nef cash Foyid€d by (used for) opeFting aclivitie.s

C"sh flows froE Boncapit l filancitrg a4rivitres

Tiansfers lo the Stale of West Viryinia
Defelred jackpot pri?r obligatioDs and rElated irtere$ paid

Cash us€d i! notrcapital frlrlci!8 activities

Cash flows froro capital and relaled iEancht acitivities
Pur-chz$ of Exed assets

Cash flows ftoE idvestitrg activities
Ma.Exities of iqvestEelts held ir hust
hveaheut eetitrgs r€ceiYed

Cash prvided by ilvesting activities

IDcresse (Deqerse) in crsh atrd cash equivalents

Cash a.!d Cash Equivaleqts - begiBiDg ofprriod
Cash ad C.a$ &uivdeDB - eDd of peiod

(6e9) Q,133)

2002

$ 610,283
(2431)

QrFrz)
(3&7,46t
1Jr9,U75

(2r rp89)
(r,M1)

(213,030)

1#r
1,468

zJ19

(up3t

1otp66

2@r

s 428,648

Q,m)
(1:111)

Q82,129)
136965

(r42933)

o,041)
$4,m4)

1,81
1,830

3,081

(5,16r)

62,630
$_____lzlg9_

Th6 acaoqa.qing notes de ao i[tegral

P3rt of these fila[cit] riabEenB.



WEST VIRGINIA IOTTERY
BAI.ANCE SEEETS

(Expreased ln Thoumnds)
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ASSE-fS

Cu.re-ot assets

Cash ad cash equivaletrLs

Accounts receivable

Ticket I.trverxlory

Orher assets

Total curlelt assel.s

If2sehold improvemetrLs aad equiproeDt

Le,ss accmdated depreciation and amortization

Investme0ts held in trust
Total assets

LIABILITIES AND FIjND EQUT|Y

Cu eot liabilities
Acqued nouoperaliEg distribudotrs to the

Stale of We$ Vtginia
Estinated prize claims

Accormts payable

Other accrued liabilities
Totalcure liabilities

Deferred jackpot prize obligations

Fuod equity

Retained eamiDgs

Total liabilities and fuad equity

Mgrch 31,
2r0z

90,031

r47&
514

826
106,111

4Br2
(2,8r7)
2,095

51598

7t 49
12,088

2,163
22,521t

lo8?26

s328

2s0

Jlme 30,

2A0l

r01,966
8,118

692

t 11,945

42r3
(2,308)

1,905

6,568

120,4t8

86,n2
9,W
1 <a't

t5;737
114,148

6,V20

250

$ 113SM $

$ 113,8M $

The accoEpatryitrg note,s are an integml

Ddt of ftrese finatrcial statements.
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WFSTYIRGINIA LOTIERY
NOTES TO TEE FINANCIAL STATEIVTEI{TS

NOTE 1. I,EGISI.ATIVE ENACTMENT

The Wesr vi€inia Loftery (I-ottery) was established by the State IrEery Act (Aco passed Apdl 13,
1985, wbich ereated a special fund in the State Treasury desiglated as the "State Lottery FuD4" a
component unit of the Stare of west Virgi!.ia- The purpose of rhe Act was to establish alld implement a
state-opemred lottery uuder the supewision of a state locery commission (CornmissioD) atrd a dircctor.
The Commissioq consisthg of seven Eenbers, ard the Dircclor are appoinred by the Govemor. Under
the Act, the Commission has c€rtaiB powers atrd the duty to establish lules for coDducthg games, to
select the q'pe 8nd number of gami[g systeEs or games a.!d to enter i[to cotrtracts and agreeEreDb, and
to do all acts necessary or incidental to the perfornance ofits duties and exercise ofits power and duty
to operab tbe bEery in a highly eficient manner. The Act provides tlue a minimum amual avemge of
45 percent of rhe gmss aeourt rcceived fto.e each locery shall be allocated for prizes and provides for
certail limitations on expels€s necessary for opemdon atrd admidshatio! of the lrttery. To the exteul
availablg reEaidng net plofits are to be transfened to the State of West \rltgilia- As the State is able to
impose is will over the Irttery, tbe Irttery is considered a component unit of tbe staE and its fimncial
statemeffs are discrerely presented h rhe comprehensive aruual finalcial rcport of the State.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIF.S

A su.Gmary of the sigEificant accoulting policies of the I-oftery is preseDted below. These policies were
applied on a basis coDsistent with that of the prec.eding yeor.

BASIS oF PRESm.{TATION - The West Vkgida Lotlery is a coElronent udt of the State of Wes!
Virginia and is accounted for as a proprietary type enteryrise fund. In acclrdance with genemlly
acceped accountfug principles, the fiaancial stateDents are preparcd on the accrual basis of accounting
whieh requires recognition of revelue wbea earned aDd expe[sqs when incurred As Perrnined by
Governmental Accounting Stardards Board (GASB) StateEeDt No. 20, "Aclounring 8nd Fhancial
Reporting for Plopdetary Fuds and Other Govem.mental Enfities that Use Propdetary Fund
Accounting," the Loftery bar elected not to adopt F$alcial Accoudng SEdards Boad (FASB)
statements and inrerprctations issued after Novex0ber 30, I 989 unlels the GASB specifically adopts such

FASB stateEeqts or inlerpretatiols.

USE OF ESTTMATES - The plepa.latiotr of the finarcial statements requires m'nrgeBent lo Dake cenaiq
qsdmares ald develop assumptions that afect the amounts repofted in the fil]ancial sarcrneDts ald
darcd notes to financial statements. Ac$al rcSults could differ from menegem€nt's estiEafes.

LoTTERY GAME oPERATToNs - The West VirgiDia l.onery dedves its revenues fiom thrce basic types

of lonery games: irsant, on-liue' and video type gaxoes. The Losery develops multiple gane themes

atrd pdze strucfirre,s to coEply with its enabling legislatio!, including aggregate amual minimu.E Prize

Foyis.ions. Retailers and boDded agens mmprised principaly of grocery aod conYedence sbres serve

as the primary distribution chao.nel for instant ald otr-lhe lottery salas to the general public'

Revenue ftom itrstart games is recogoized when gaoe tickets are sold to the rctailer8, and the related
prize expense is recorded based on the specific game pdze structue. Instant ticket sales aqd related



WESTVIRGINIA LOTTMY
NOTS TO TEE FINANCIAL STATEMENIS

NOTE 2. STMMARY OF SIGNIFICANT ACCOIINTING POLICIES (cOnthucd)

pdze.s do not include the value of ftee pla)as issued for the prupose of increasing the odds of wi!tritr9 a
pljn.

Sales of oD-line lodery tickets are made by lic€Dsei agents !o the public with the use of computoized
terminals. On-line games include POWERBAU. a multi-state lackpofl qaloq ROLLDOWN, a multi-
state "lot!o" game, Cash25 "lotto" game, Daily 3 ad 4 'numbers" games, and Travel, a daily 'keno"
game. Revenue is recoenized wbe! the agent sells the tickets to the public. Prize expense is recognized
on the basis of actr.ul dmwing results.

Cox0missioDs are paid !o i$tant g8-Ee rerailers aad oo-lhe agsNrts at the rate of six 8trd one quarter
percent of gross sales. A portion of the coEmission Dot !o exce€d ole and one quarter percent of gross

sale-s may be paid from uclaimed prize moneys. Tbe amoutrt paid fiom unclaimed prize noueys is
credited agai$t prize costs. In additioq ptailers atrd ageds are paid limited bonus ince ives $a!
include prize sharcs oo winning tickets they sold aod a tick* cashing bonus on winning tickeb they
cash. O! a weekly basis, retailers and agents must remit a.Eoutrls due !o dte lrttery. Retailers may not
be able !o order additional instalt tickets if payment has not beetr made for the plevious biliag Peno{
while al ageat's on-lile terro.inal may be rendered inactive if payDeDt is not rcceived each v/esk- No
oue retailer or agent accounts for a significant aEount of the Lottery's sales ot acroults rec€ivable.
Hisorically qedit losses have been nomi-Dal and [o allowance for doubdrl accounts receivable is
coDsidercd necessary.

RacetEck video lottery is a selJ-activated video version of Ionery ganes. The keyboard operated games

allos, a player !o place bes for the chance to be awarded credits which can either be redeened for cish
or be replayed as additional bets. The coil operated ga-nes allow a player to use coiDs or lokens !o place

bets for the chance to receive coin or token awards which may be redeemed for cash or us€d for replay
in the coil operated games. Ttre video lonery game,s' prize stluctuIes are desigqed to awffd prizes, or
credits, at a sdpulated rate of total bets played, and priz,e expeuse is nett€d agailst lotal Yideo sedits
played. The Irttery recogdze,s as video lottery revenue "gross termiDal hcome- equivale !o 811

wagers, net of lelated plizes. Amounts r€quted by statule !o be paid o the private and local goverDment

entities are reported as commissioDs.

RaceFack video louery legislatioE has established specifc requiremetrts for Yideo lottery 8nd imposed

certaia restrictions limitiag the licensing for operation of video lonery gaDes to hone and dog

racetracks in West viryinia" subject o local county electioDs perniuing the same. The legislation
fifiher sdpulates the disfibution of revenues from video loBery games, and requiEs any liceDsed

Ecetrack to be respolsible for acquiring the necessary equipment and beadtrg the dsk associated witb
the costs of operating aBd marketing the ga$es.

The !.otsery ha.6 conEacted with a pdvate veBdor lo manufaculE, distdbule and provide data Focessing
support for instar! and on-line lotlery gaoes. Under rhe rcros of tbe agreement the l,otlery pays a

percentage of gross revetrues for the procsssi[g and mainte[atrc€ of the games.
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WF^ST VIRGINIA LOTTERY
NOTF.S TO TEE FINANCIAL STATEMENTS

NOTE 2. SIJMMARY OF SIGNIFICANT ACCOUNTING POIICIES (conthued)

cAsE AND cAsE EQUIVAT,EN$ - Cash aDd cash equivalents consist of htercst-eaming deposits with
the West Vltginia L:rvestment Mauagement Board (IMB) a[d ale recorded at fair value.

INI'FNToRY - Llventory cotrsists of iDstant game tickeb available for sale to approved Iottery retailers
atrd are cafiied at cosL

oTEER AssETs - Other assets coDsisc pdmarily of deposits restriced for payment of certain Multistate
Lonery Associariotr activities, and plomotional items for which re-sale is not intended.

LEASETIoLD IMPRoVEMENTS AND EQITTPMENT - The Lottery Isses, uader a cancelable operating
lease, its office a.ud warebouse facilities. A ponion of these facilities ars subleas€d to fte Lotrery's
game veldors. The Iattery also leases various ofEce equipmelt utrder agreemetrts considerBd to be
cancelable operating leases. Renral expense for the nire months eDded March 31, 20o2 ad March 31,
2001 approximated $425,863 arld Sn1,5n, resp€ctively. Sublease reBtal iocome for the dle Eonths
ended March 31, 2002 ard March 31, 2001 approxiuated $77,796 ard $77,631, respectively.

Leasehold improvements 8!d puchased equipmenq comprised prilcipally of office firmishings and
equipment nec€ssary to admhister lottery ganes, are c{rried at cost. DeFeciation is computed by tle
shaighFline method using three to len ye3r lives.

coMPENSATm ABSENCES - The Lottery bas accrued $404,000 aDd $351,000 for fiscal yea$ 2001 ald
2000, respectively, for estimated obligations that may arise in couection with compeDsated absences
for vacatioa and sick leave at the current rate of enployee pay. Enploye€s frrlly vest in aI eamed but
unused vacation. In accordance with State penouel policieq employees vest in uuused sick leave orly
upon retireEent, at which time such uused leave can be cotrverted into eEployer paid premiuns for
post-retijement heatu carc coyerage or additional periocls of credited service for purposes of
determinilg retireBent beneEts.

NOTE 3. ACCOUNTING PRONOUNCEMEI\T

In Juoe 1999, the GASB issued stateBent No. 34,'Basic ltnancial StaFments - and Managemen!'s

DiscussioD and Analysis - for state and Local Govemments". This stalement establishes fitraDcial
reponing srandards for staF and local govemme s by reYisiqg the basic finarcial staleEeDt
requircEents atrd also requidng a maoageEent's discussioD atrd analysis o inuoduce the basic ElaDcial
statemerxb atrd to provide aD aral).tical overview of tie etrtity's financial activitie.s. Tbe Loftery intetrds
to adopt the provisions of tlis satemelt for the fiscal year endirg June 30, 2002, vhich is colsisEnt
with the Stare of Wesl Vilgida's plauled adoption pedod. Because the Lottery is atr eDbrprise fu!4 the

adoprion of GASB StafemeDt No. 34 is not expected to have a roaterial effect on the frtrancial
statetrle!ts.



WE.ST I'IRGINIA LOTTERY
NOTES TO TEE FINANCTAL STATEMENTS

NOTE 4. I.EGISI.ATIVE ENACTMENT

During the fiscal year ended June 30, 2&l the West Virginia Legislature approved House Bill 102,
which included Ibe Limited \tideo t-ottery AcL Under this bi[, up to 9,000 video loEery terminals will
be placed in limited licensed retailer areas restdcted for adulr amusement. These liceNed letailers must
hold a qualifying pelBit for the sale oD premises of alcohol or non-intoxicatbg beer. The Lottery has

been charged with the administ'ation, monitoring atrd regulation of these machiaes. The addition of
tiese respolsibiliries i! futule years is expected to genelate a substatrtial ilcre€se in video louery
revenues and relared expenses, iscluding coEmission, persouel and adninistrarive.

House BiU 102 also contaim language that changes, for fiscal years begiming on or after July l, 2001,
the State's share of racenack video louery rcvenue as well as the dishibution perceDtage paid to
racetracks and one other private entity associated with the racing iudusty (See Note 7) afrer the net
terminal income benchmark amouot for fiscsl y€ar eading June 30, 200 t has b€etr EeL

NOTE 5. CASS AND CASE FQUIVAIENTS

A srimrnrry of the amount on deposir with fie West Viryinia Ioveshent Managemenl Board (IMB)
foUows (in thousands):

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

March 31. 2002

$90-oi1

June 30.2m1

$r_01166A-Eoult oD deposit wift the IMB

The deposirs with the IMB arc part of the Slare of West Virginia's consolidated invesurent cash

liquidiry pool ald are not sepa.I-alely identifiable as to specific types of securities. hveshelt income is
promred to the l,ou.ery al rates 6peci6ed by the IMB blsed on the balance of the deposits mrintahed
i|r relation to the total deposirs of all state ageDcies participating itr tbe pool. Such funds are available to
the Lottery with ovemight nodce.

NOTE 6. PARTICIPATION IN lgE MTJLTI-9IATE I,OTTERY

The Lottery is a member of rhe Multi-Shre Lottery (MUSL), which op€rates the semi-weekly

POWERBALL jackpot lotto game and the tlrce day a week ROLLDOWN gaue, on behaf of
paniciparing state lotledes. Each MUSL member sells gaEe tic&ets tbrolgh its agents aDd mokes weekly
wire tra.Dsfers !o the MUSL in an aroouat equivaled !o the total prize pool le$s the amount of prizes won
in eich state. Lesser prizes are paid directly to the wir:ners by each member loftery. The Fize pool for
POWERBALL ald ROLLDOWN is 507o of eacb dnwing period's s8les, with minimuE jackpot levels.

Reveoues dedved ftom the LoEery's partic.ipadon in the MUSL POWERBALL jackpot ggme fq the
Eo h atrd year-to-date periods elded March 31, 2@2 we{e $3,825,873 and $64,949,219 while related
prize costs for the same periods werc $1,933,866 aad $32,431,730.
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WEST VIRGINIA LOTTERY
NOTES TO TEE I'INANCIAL STATEMENTS

NOTE 6. PARfiCIPATION IN TEE MIILTI-STATE LOTTERY (contlnued)

Revenues derived from the lrEery's partic.ipation h tbe ROLLDOWN game for the mouth and year-to-
.lqre p€rioG eoded March 31, 2002 were $55,768 and $619,985 while related pdze costs for the same
pedods \r,erc $31,743 aod $3@,244.

MUSL plac€s 2% of eaeh POWERBAII drawing period's sales in separate prize rcserve funds tbat
serve as a clntiDgetrcy rcserve to Fotect the rcspective MUSL Product Grcups fton uforcseen pdze
liabilities. Curreo[y, the MUSL Board of Dirccto$ has placed a $52,0@,000 limit. otr tle
POWERBALL prize reserve fund These funds can only be used at the discretion of the respectiye
MUSL hoduct Group. Once tbe prize reserve funds exce€d the desiglaled limit, tle excess becomes
part of that particular prize pool. hize reseffe fiud monies are refundable to MUSL Product Grcup
members if the MIISL disbands or, after one year, if a member leaves the MUSL At Marcb 31, 2002
tie POWERBALL prize reserve fuDds had a balarc€ of $77,000,@ of which the lrttery's share was

52,979,1+0. The Lottery has charyed anounls placed iDio the pdze reserve f,ltrds o prize coss as the
related sales have occurred

NOTE 7. RACETRACK VTDEO LOTTERY

The Racetrack Video Lottery legislation stipulates &al sixty-six percent (6670) of racetmck video lottery
revenues, tret ofprizes Gross teminal income) ald lotrery admidstrative costs (sucb costs limiEd to 47o

of revenues), sball be allocate4 io lieu of cornmissions, to: fte racetracks (4770); other private entities
associated wfulr the racing industry (177o); and the local couDry govenulents (2%). The rematn:ag
ircome (347a of goss tenninal revenues less admidstmdve costs) from racehack video lonery sha[ be
made a ilable for E-ansfers to the state as specified in the Racetrack video Lodery Act or subsequent
State budget, as describ€d in the Note 8 ritled "I.{onoperaring Distribudons to the Stale of west
Vi4inia-"

The Racetrack video Irftery Act was aBerded in 1999 and requires for fiscal years beginning July I,
1999 the local coulty govemnent share (27o) be split 5G50 with itrcorporated municipaliries for certain
tracks after rhe effected tracks have roet their fisc€l year 1 999 net terminal reverue bencbmark.

The Racetrack video l,ottery Act was further also ameEded in 20ol and requircs fo! fiscal ye3rs

beginning on or affer July 1, 2001 tlat €ch tracks stlar€ be reduced to 42qo aad tlle rcg]-)Lar pu$e ftmd lo
87o after each tracks tret terminal revenue has reacbed the fiscal year 2001 net terminal revenue

betrcbmarls In addition, afrer the fiscal year 2001 benchDark is met, tbe 47o for adoinistrative coss is to
be Eansferred to the excess loEery revenue fun{ a l07o surcharge is deducted (5870 will be transfened
to tjre state excess louery revenue fund aad 42% wtll be held by the lrttery h a separare capital

rcbvestmetrt funQ Aom goss lerEinal rcvenue. Amoults from the capital reiovestrtent ftmd may be

distributed to each racerack if quallfying expenditures arc made withiq the statulory timeftame;
otherwise amou.nts accumulated in the fund fevert to the state exc€ss lottery reYetrue fuud- A suDmary
of racetrack video louery revelues for the mon$ ended March 3'1, 2002 a\d year-to-dae follows (in
thousalds):

t0



WEST VIRGINIA LOTTERY
NOTFS TO TEE FINANCIAL STATEMENTS

NOTE 7. RACETRACK VIDEO LOTTERY (clntlnued)

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

Grrrent Mooth

?42 200t
JeL !s !c!e

M
$sM2S2
(4,610,4C1)

2I€l

$3,668,193
(3355,44E)

Tohl cxEdits play€d

CrEdils (Fizes) eon
Gross ttf,Eitr8l incoog
A.lmini<!ttiye costs

ExcESS Admini(Ftive co6rs

Ner Tedoinal Ilcome
Irss disE_butio! to agenrs

R aetack vidEo lott€q, revenuB

$661109
(6M476)

v93,297
(4sr,462)

$s6p33
(rp2)

(?45)

$41,&]5
(s81)

$431,795
(r6pm

(2E5)

$ 1e745
(3,062)

$s46s6
(36p73)

vL,2s4(n) $414,523
(r3,sEo

$309,683
(2M39rl

$18583 $r4,c26 __$!40prz_ $t05292

A suEmary of video lotlery revenues zlccrued or deferred for certain state firnds to conforE with the
legislarion follows (in &ousands):

March 31.2002 Yea-to Date

$ra3s6
LZ4X

100
20

4,t2-5

$1,10937$18J83

Louely ttud
Touriln Proootion Fund
Ve|rrals Meaorial Archives
Jobn F."Jacf Bellen FuDd
Deps.rtmeit of Ad.oidsEltioD

Tola.l Frn3fets

$16,396
t"@

547

NOTE t. LIMITED VIDEO LOTTERY

The Limird Video Iouery legislation sdpulates that ts,o percent (27o) of gross erminal incone be
deposited ilto the state lottery fuqd fo'r administrative costs. TheD. tbirry perc€nt (30%) of gross proEts
are to be halsferled to the exc€ss loEqy futrd- The renaioiDg 707o of gros profit is paid to relailerE
ald/or operators as prescribed b the Act, tbese amoutrts are recorded as limited video louery
commissions ia the Srarcial statements. A summ'ry of limited video lottery revenues for the month
ended March 31, 20O2 and year-todate follows (itr thou6ands):

u
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W6T YIRGINIA I.OTTERY
NOTES TO TEE, FINANCIAL STATEMENTS

NOTE 8. LIMITH) VIDEO LOITERY (continued)

Orfient Monlh

93pr2
G4,6-ry/)

Year-to-Date

$1632A6
(147,54t)

Tobl6edits played

Gedil$ (pri"!s) woD

Gras Ermilral ircoEre

A.lh ini.tranive costs

Grcss Profir

CofuDissions

Limit€d video lortcry rEvenues

$q6ss
(173)

$1s,698
(314)

$8,482
(sp38)

$t5,384
(10,710)

s2s44 *-__g@_

NOTE 9. NONOPERATING DISTRIBUTIONS TO TEE STATE OF WF^ST VIRGINIA

As requircd under its enabling legislation, retaited eamings of the Lotlery Day rct exceed $250,0@.
Therefore, the Lonery periodicaly Eal)sfels surplus funds, exclusive of amounts derived ftoE raceFack
yideo lotrery, to the State of West \rllgida in accordance with the legislation- For the year etrding JuDe
30, 20O2 the State Legislature budgeted $186J62,158 of estilrated profits of the Irttery for
distriburions to desigDated special revenue accoults of the State of West Vfuginia. The enabliDg
legislation specifies that requircd paymenb ro the West Virginia Shre Buildirg Coneission and School
Building Autbority for debt sewice have priority for payment in instalces whe! estinated prcfits are not
sufficieu ro provide for payEeDr of all budgeted distributions. Durhg the montb ended M?[]ch3l,zwz
the buery made such disrributions and accrued additional distributions of $25,177,653. The Lottery
do€s Dot have a legally adopted auual budgel

Sitrc€ the elachnent of the RaceFack Video Iruery AcL the LoBery is also statutorily requiEd !o
distibute income from racetrack video lonery operations as described ilr Note 7. As of March 31,
2002 the Irttery accrued arlditional distributions reladlg to racehack video lottery operations of
ss26,rc2.

The Racetrack Video Inftery Act stipulates tiat video lottery reveuue will be distribut€d as follows:
Lottery Fund distributions as specified in the State budget (3070); Tourism Pronotioo Fund (37o); ald
the Veterans Memorial FuDd, the VeteraDs Memorial Archives, the Jobn F. 'lactr' Bemett Futr4 or the
Department of Administratiotr (1%). A suDmary of the cash distributioDs eade to certaitr state agelcies
to conform with the legislation follows (iq thousatrds):

t2



WF^ST VIRGINIA IOTTERY
NOTES TO TEE FINANCIAL STATB1IENTS

NOTE 9. NONOPERATING DISTRIBUTIONS TO TEE STATE OF WF,ST WRGINIA
(contlqued)

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

t,, 
I

BUDGE-TARY DISTRIBUTIONS

Lottrv Fund:
BEeau of senior Services
Department of Blucadon
Blucatioaal Broadcasriq Authority
Library Cornmission
Higher Education{en tral Ofnce
Tourism
Natural Resources
Divisio! of Culture & History
Deparrment of Education & Arts
Buildirg Conmission
School Building Authority

Total Irttery Fund

Excess Lonery Fun&
Geoeral Reveque Fund

Total Excess Lonery Fund

Total Budgetary distributions:

Veterans Ilstalt Ticket Fu[d

Racetrack Video l,otterv distibutions:
Tourism homotion Fund
Veterans Memorial Archives
Joh! F. "Jactr' BeDneE Fund
Depadment of Administration

Total
Total Doloperatfug distributions o the

State of West Virginia (cash basis)

Accrued noDoperati.ng distributions, begiD-oing
Accrued lonoperaring distributions, end

Total nonoperating distributioDs to the State of
West Viryi.nia

March 31. 2002

J-

.

-

1.0@
r.800

$2,8m

3,242

$32-82

Year-tc.Date

$3836I
34J37
2.600
9"752

39.679

'2-no6503
? 5?l
7.652
9.000

16.2n0
$1M,885

9,331
s9,331

$6,082 $1942r6

t.927

8,086

(65,378)

$n 364

$E12

12Jlt
100
20

4,330
r6,961

2r 1,989

(86,n2)
u,656

$2@,673

1 /,L\

482
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WEST VIRGINIA LOTTERY
NOTFS TO TSE FINANCIAL STATEVIENIS

NOTE 10. DEFERRED JACKPOT OBLIGAfiONS AND INIVESTMENIS FF'T.D IN TRUST

Prior to beconing a me.mber of the Multi-Shte Lonery in 1988, the Pdze sEucture of certain games

operaled solety by the Lotrery included jackpot prize's. The lruery, ar its discretioD, could choose !o
award such pdzes in &e form of either a lump $xtl payment or in equsl installmetrts over a pedod of l0
or 20 years, drough March 31, 2@4 the Irnery has awarded twenty-oDs defeued jackpot prizes

totaling appmximarely $28,868,?86. Deferred prize awards were recognized as prize liabilities
equivalent !o the $esent vslue of firtue pdze palments discounted at bterest rates for govemment

securities in effect otr the date pdzes were woD. The imput€d interest portion of the defened prize
awar& is calculated using the effective ioterest method ar rates ranging frcm 1.114o m 9.l3Vo. A
summary of the prcsent value of the remaining obligations for deferred jackpot prize awads follows (in
thousands:

Presenr value of defen€d prize a\rad obligatiotrs:

Discouuted obligatioBs outstandin g

Loputed ilterest accrued

Tot l Deferred Jackpot Prize Award obligarions

March 31.2002

$5,r l2

L"r"

June 30.2i01

s5,784

$6ia0

The l-otrery bas purchased long-term invesgnenls consisring principaUy of zero coupon govemmen!

se€uities to fund defercd jackpot prize award obligations. Such investmeDts are mailrailed i.u a

sepaffe rrust fund adminiEtered by the West Virginia IDvestment Management Board on b€half of the

Lottery ard &e jacleol prize wimers, wit! investrnent matudties approximatilg defened prize

obligation insnllment dates. Inveshents are carried at fair value determined by quoted market prices

for the speciic obligation or for similar obligatioDs. Changes iu fair value arc iDcluded as Part of
inveshent iDcome. In accordance with Statement No. 3 of tbe GoverDment Accounting Standads

Boar4 these investmeDts are classified as io level of risk in Category l, which hcludes itrvest[eDls that

arc insued or registered, or for which the secudties arc held by tbe State or its ageDt in the state's nane.

NOTE 11. RETIREMENT BENEFITS

All ftrll-time lnBery employees are eligible to pafticipate i! the State of West Virgiuia Public

Employe€s' RetireEert System (PERS), a cosl-sharing multiple-employer public employee retiremeat

systetn. The PERS is one of seveBl plalrs administered by the West Virginia Consolidated Public

RetileEent (CPRB) under the direction of its Board of T stees, wbich cotrsisB of the Govemor, state

Audilor, state Treasurer, Selretary of the Depanment of AdministratioD, aDd nirc membels appoilted

by the Govemor. CPRB prepares separately issued fim.ocial sutements coYerhg all retircment systems

it administe$, which can bc obtaired from Consolidated Public Retircmelt Boarq Buildilg 5' Room

1000, State capitol coloplex, charlestoD, wes! virgiria 25305-0720.

l4



WF"ST VIRGINIA LOTTERY
NOTES TO TEE FINANCIAL STATEMENTS

NOTE lL RETIREMENT BENEFTIS (contlnued)

Employe€s wbo retirc at or after age sixfy with 6ve or more years of cotrhibutory s€rvice or who rette
at or after age fifty-five aDd have completed twe[ty-fiye yesrs of credited service arc eligibte for
reriEment benefits as established by stale $a$te. Rctirement beoefit8 are payable monthly for lifq in
the form of a sh'aight-li|1e auuity equal to two prceDt of dle employee's final average salaly,
multiplied by the number of yeals of the employee's credited service at the time of rcfiremeDt.

Covered employees are requiEd !o coDtribute 4570 of their salary to the PERS. The Losery is required
to coBtribute 9.570 of covered employees' salaries to the PERS. The required employee and employer
conEraudon perceDtages have b€en established and chalged from time to time by actiou of the State
l€gislature. The required contributions arc actuadally deternined; bowever actrarial valuations are
performed to assist the I€gislatue in determining appropriare values. The Iruery ard eEployees
conhiburions, for the period ending March 31,2002 ale as foUows (in thoussrds) :

Msrch 31.2@2

t
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Irnery colsibutiors (9.570)

Employee coDtributions (45%)
Total clntributioDs $31

$21
l0

Year-lo Date

$l7l
82

$253

NOTE 12. RISK MANAGEI,IENT

The Lottery is exposed to vadous risks of loss related to brrs; theft of, or dr.mage lo, ald destruction of
assets; eror6 ard omissions; injuries to employees; atrd !,atu-al disasrers. The Lottery panicipate.s itr
several risk ma.nageneDc progams administered by the State of West virginia- Each of these dsk p@ls
baye issued s€parate audit€d firancial reports on is operations. Those rcports include the required
supplemenrary informarion conceming dre reconci.liation of claims liabilities by type of coDract atrd ten-
year claim developmeB! information, Complete finaacial statrme s of the individual iasuance
enterprise funds ca-o be obained directly ftom their respective administrative offices.

WORIGRS' COMPENSATION FUI\'D (WCF)

West Virginia operates a.u exclusive shle-malaged worke$' compensation IDsurance Fund (wG),
which means thal pdvate iNurance compades cannot ofrer coverage !o employen. In accordance with
Anpw ?3 of the Workers' compensation Law (the Iaw), generally, every employer who has a parroll
Eu$ haye coverage except for employers ir the agdcultrrral itrdustry with fiYe or fewer employees,
voluqteer organizadoDs, domestic worke$ atrd employen qua.lifying for erritorial covemge. WCIPS
geaeral objective is to provide a prompt atrd equitable system for compeuatioa for injury sustained in
the course of asd growing out of emplolEenL west Virginia Code $2lA-3 established tle
CoxapeDsarion PrograEs PerforEance Cou[cil (the Performsnc€ Coutrcil) to ove$ee the urcEploymetrt
compensation system alld the workec' compensation system- The Performance Council is responsible
for recoromendilg legislatioD and establishing regulations designed to ensure the effective
2.lministation and financial viability of WCF; approval of base premium rates 8nd analyzing

IJ
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WF,ST VIRGINIA LOTTERY
NOTES TO TEE FTT{ANCIAL STATEMENTS

NOTE 12. RISK MANAGEMU\T (contiuued)

opportunities for iaternal oper*ional improveme s. The wCF risk pool retsitrs all dsk relared to the

coEpensation of injued employe€s uder the progmm-

PIJBLIC EMPLOYEES' INSTJRANCE AGENCY (PEIA)

The l-ottery participates h the Public Employees' I!$rraoce Agelcy wbich provides 8-o employe€

belefit i$urarce prograra to employees. PEIA q,as established by the stale of wes! virginia for stale

agencies, iusrintions of higher educations, Boards of Education atrd componeot unis of the Shre. In
addition, local governmental eDtities and certail charitable and public service organizations may request

to be coveFd by PELd PEIA provides a base employee benefit insuralce program whicb includes

hospita! surgical, major medical, prescripcion drug aad basic life ad accidetrtal death. Unrlerwriting

and rare settilg policies are established by PEIA. The cost of all coYerage as deterEitred by PEIA shall

be paid by the participanb. PremiuEs are e'stablished by PEIA and arc paid monthly' ald are dePendeot

upon, aruong other things, coverage required, nusber of dePendents' state Ys. lotr state employees ald
aitive employees vs. retired employees. coverage under tlrese progralls is limited to $1 million lifetime

for health aIId $ 10,000 of life insurance coverage.

The PEIA risk pool retains all risks for the heatth and prcscliptioD featues of its indemdty plar- PEIA
has fuUy tmsferred the risks of coverage to the Matraged Carc Organization (MCO) Pla! to the plan

provider, and bas tErsfen€d tie risks of the life insumlce coverage to a tltird party insurer. PEIA
presently charges equivalent premiurns for panicipars h either the indemdty plan or the MCO Pla!-

Altogether, PEIA insures apFoxiEately 205,000 irdividuals, ircluding panicipans and dependents.

BOARD OF RISK AND INSTJRANCE MANAGEMENT (BRMO

The Lodery panicipates h the west virginia Board of Risk and lDsuratrc€ MaDagement (BRM' a

conrnon riik pmt currently operating as a cotrlmon risk matragement and ilsumnc€ progmm for all

State agencies, compouent units, aod other loc€l govemmetrtal agencies wbo wish lo participate' Tbe

Loaery pays an annual preEium to BRIM for is general ilsurance coverage. Fud underwriling atrd

rate settfui policiqs arc esrab1shed by BRINT The cost of all coverage as deleglined by BR114 shall be

paid by thi panicipanrs. The BRM risk pool retaiu the risk of the fi$t $1 milion per property evert

anO purchas& exc&s insurance on losses above that level. Exc€ss coverage, through aq ouhide 1oso'er,

under tbis program is limited to $200 roillion per eveut, subject ro liDits on certain propefy. BRIM has

$l million per occunence coverage maximum on all third-party liability claims.

NOTE 13. SUBSEQT]ENT EVENT

The Irttery was named, among other panies, itr a civil actioo filed on July 19' 2001' whereby a request

for a preliminary injunctiotr was made by a goup of plaintiffs which reqlested the Lonery discolthue

all viieo lonery operations as a result of $e passage of House Bill 102, which included the Limited

Video l-otrery 
'eci 

(see Note +), wtrich was enacted and beca.me effective April 21, 2@1. The Uribd
srates District court of sourhem west virgida, by oder dated August31,200l, dismissed the case for



WE^ST VIRGINIA LOTTERY
NOTFS TO TSE FINANCIAL STATEXVIENIS

NOTE 13. SIJBSEQUENT EVENI (contlnued)

l,ack ofjurisdiction. On September 24, 2@1, the plaintiffs appealed this order in the UDited Stat€s cout
of Appeals for the Fourth Circuil The fiDatrcial stabEenLs of the l-ouery have not bee! adjusted for fhe

effect of ttlis Eatrer, if a!y, as &e likelihood of a! unfavorable outcome is Dol deteminable.

t
t
I
I
I
I
I
t
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I
t
I
I
I
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I To: Honorable Earl Ray ToEblin. senate President

Honorable RoberL Kiss, Speaker of the House

3U-347 4&70

I Honorable Meqbers of the Jolnt Co!@iLtee o! Govern4eu!

I and Finance

I Fron: E-t1en Clark' C.P.A.z'O
I Di:ector Budget Dj vision
- i,eoisla-Ive Auditor's of .f ice

I Date: ltlay rB, 2oo2

I 
Re: West Virginia Unemployrnent conpeDsation Trust Etnd

I we have reviewed the monthly reports of the Unemployrnent
comDensatlon 1rusl !'rlnd we received from the Bureau of Employnent

tA
! rrograrns.

Eor the ninlh month (March 2oO2) of year 2OOL-2002' Lhe trust fund

I 
cash flow was as follows:

t Trust Fund Beginning cash Balance 'l -!-200L 523't ,25O , r43 .'18

Receipts July 1, 2OO1 thro March 37. 2002 5122,622,'754.r8

Disbursements ,iu1y 1 Lhro March 31' 2002 $110,491,883.l-5

Balance March 3I, 2002 s249,381.014.81
I
I
I
il

I
t

(This balance b I 52,535,246.'75 higher Lhan at same t1me
pe.rlod in the last fi-sca1 Year-)

ITEMS OF NOTE:
neguiar feneffts paid for July - March 2OO2 are SL2.IA)''783'91
HIGHER than the precedlng July - March 2001'

/ouf ?anade an @wu*'nl at4l tllnat,@



I
t
t
I
I
t
t
I
t
I

t

Receipts are I 39,1??,143.71 HIGHER than the previous July- I4arch

2001. overall disbursements are $13.062'004'86 HIGHER than 'fuly
- March 200L.

UNB4PI,OYME]NT ITATES :

west virginia's unemployment rate for the month of March 2OO2 .''as

o.a p"."6"t. The nalio;al unemployment rate for March 2002 !'as
e.i ir"t""nt. seasonally adjust;d unernployment rates rrere 5'9
percent for WesL virginia dnd 5.7 percent naLrona.[Jy'

During Lhe pasL year west Virqinia'9 econony has declined bv
3,900 jobs. The gains were 1,500 Jobs ln services' 1'500 in
rnining-and 400 in finance, insuranle and real estate' and 200 in
.""ttio"tion. tosses include 5,L00 in nanufacturing' L'L00 in
trade, 900 in govertrnent and 4OO in traosportation and pubLic
ut ilities.

I
I

I
t
t
I
I
I
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FIMNCIAL CONDITION OF THE UNEMPLOYMENT COMPENSATION TRUST FUND
MONTHLY STATUS REPORT FOR THE JOINT COMMTTTEE ON OOVERNMENT AND FINANCE

FOR THREE MONTHS STARTING MARCH 2OO1 AND MARCH 2OO2

JANUARY 01 FEBRUARY 01
THREE MONTH

TOTAL VARIANCE ', MARCH 01_ ,

a2a7t82.el0-09

$43 43

$0.00
90.00
s0.00

s100,000.00
$0.00
s0.00

s3,469,959.84
s100 000 m

g 266 932 80

(R6trcd)
s14,e4,474.69

$0.m
$605.m)

$118,255 03
s181,650.68

$0 00
$ruo

s198.84!t.7€8.08

JANUARY 02 FEBRUARY 02 MARCH 02

Balancg Forward

Add Roc€ipts:

Rogul€r Contlbutons
Exlond€d B€mffl Funds
Emorg€ncy Un€mploymenl Funds

TEIJC un€mplofnont Funds
UCFE (Federul Ag6nde6)
Reduc€d Tax Crodlis

TrBasury Interegl Cr€dls
UcX (Mllltary Agonci€6)

TocalMonrhly Rocolptg

L€:|:| DbbUTB€M€NI9:
D€U Bond Rop€ytnenl
Regular B€nefiE
Extendocl B€nofits
Emorgencf Beneils
tICFE (Fecl6ral Wo*ers)B€nefrte
UCX (Mlltlary Workels)Benofttg

Other Adjusfnents

Total lllonthly Olabulaern6nta

Trust Fund Bal€nco

5224'373,48281

s2.714 87
s5,490,028.55

$0.00
$0.00
$0.00

s150,000.00
90.00
s0m
$0m

s20o 000 00

s5 u2 743 4)

(Retrcd)
s16.410,554 q2

s0 00
($1,190.00)

$134,088.18
$192,382.97

s0.00
$0'q4

9209,7!0J90.82

5?0a,7f0,280-82

$1,304 51
s10,644,052 32

s0.00
s0.00
s0.00

s125,000.00
$0.00
$0 00
s0 00

$150.0@-00

$10940 356 83

(Relr€d)
s12.786,394.16

s0 00
($410.00)

$129,439 53
$14:).113 30

$0m
$o-aa

tE13 a\Aa 536 9C

t20z€!a9l!,_9!

$238 03
$5.722.800 m

s0.00
$0 00
$0.00

$100,000 00

90.00
$0.00

$200 000 @

$249.86
$11,381,417 83

$0.00
s0.00
s0.00

s75,000 m
s0.00
s0.00
s0.00

$150 000 m

$€34 71
s637,435_05

s0 00
s0 00

$1.075.000 00
9100,000.00

$0 00
s36.210.068 00
$3,707,9€3.50

s204.@0,!0

s41931301

(Retlr€d)
$15,947.390 62

s0 00
$€67,746.00

s70.070 7s
s15421018

s0 00
s0 o0

s17 043 417 59

6?49,3!1,fi4.q1

653,364,004.18

(s3,o6o 21)
s970,96251

$0 00
$0 00

s1,075,000 00
($100,000 00)

s0 00
$36,210,068 00

$238.003 66
$100.000.00

$3a 490 973 96

s4,126.265.20
$0.00

$869,127.00
($123,668.95)

$3r,050 81
s0 00
$0 00

s4,905,774 06

$88,948,264.08

$23\423.92s.12 92273,4,ALj7 $224,493,,131,14

(R€tr6d)
51 7,9€5,630.88

s0.@
(M20.00)

$03,445 37
$203,S83 56

$0.00
$0,00

lzu3&,Ns7

(Reiir6d)
$14.234,658.57

s0 00
(s40100)

s94,557 63
s169.m4 02

s0.00
$0.!0

s14 497 824 22

s:n4-48,a{.14

.Thrs€monlhtotaIwdancaco|Umnlst]r6dif6rncab€tv!€€nh6sumolthepreYiousy€a/athreemontladaLalbr€achc9t6gorandthedIrrenty6ai3|hl6€mosd8b
of the ropon b rc thow signlllcanl changes In r6calpb, dlsbulgem€ntg, or balancaa.
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MEMORANDIM
30+3474n0

To: HoDorable SeDalor Earl Rsy Totllblitr, Senate Pr€sid€d

Houorable Delegate Robat Kiss, Sp€aker ofthe Hqrse

Honorable Members of the Joint Conmitree otr Govelm€nt 8!rd Fmace

From: EllenClar! CPA &
Dir€ctgr Bdget Divisiotr
l,egislative Audito/s Offi ce

Ilare: May 19,2002

Re; WorkeB' Compqsatiotr Trusl Frmd

We have reviewed the msnthly ftport ofr€ceiPts and disbEsem€nts for !ry Workers'

Compensation Trust Frmd for-tne in"m enO.a february 2E 2002 (FY 2@l:2@2)

Total r€ceipts for the fiscsl year arc S'lOlJ94'506.1I . This amout is$ 121'753'138 56 r'FsS

tian the re€eipts reported for fiscal year 20@200 I dudng the July ro February tine Fdod

ftsburs€mes paid od for tbe Escal year are $ 495,408,454'83 This moml rs

$ 68399,045.0i HIGHERthtn the same time period las fiscal year'

Total administrative expens€s for this eigirt nonth pnod arc $ 33,318'124 43; slich is

52,M1,4A.75 IIIGHEiI rhen the same eieht llo bs of the gevious fiscal y€ar'

The ending tru$ fimd belanr€ as of February 28, 2002 was $ 1,0114?]4?y At the same

aare tn" pivious a."gl y@r th€ tru$ ftttrd bslana€ was $ 1236205,863'02 The difference ts a

5 224,634 54f.08 DECREASE in €tditrg r|5t fird bal@'

These calculcions are bassd t+oD cash received snd cash disbuse4 (i €' similsr to a ctrPclbok

regi$er). Accrual based calojadous would change tbe finscial dqJa siglificady'

laut ?onzalle an &sznszt 6.rd tlit 444e



W()RKERS' C()MPENSAII()N FUNO

UiIAUDITEO STATEMENT ()T RTCEIPTS ANO DISBURSEMEI\ITS (CASH BASIS)

FOB THE THBEE MOiIT}IS STARTII1IO DECEMBER 2|}OO AIIID DICEMBEB 2OOI

ENt]ING

MONTH NECIIPTS DISBURSEMTNTS BATANCE

BALANCE f0RWARD ' 81,002,8s5.537 40

0tc 2o0t 8 37.844,740.16 S 55,738,781.52 884.801.4S8.04

JAn 2002 88,991,2i4.81 89,903,650.71 1,001,88S,220.14

FtB 2002 69.715,78238 60,033,679.58 1,011.571.322.54

T0TAIS 9194,551.7StJ3 9185.878.0.|1.79 ltll4

ts
!- '-
;;I
:i N'
t.;

:il u
.:''
ili sr'Erldncslonwd8nollrlthcludss$210,000,000rdEtonodtrqnthsCoalWorlors'Pn4rnoconiosistundinDocafilor1990

Nolos: Accrusl bosb fi.uncial hlomation coold signjficantlt chanlo lne dataptoridad.

Ths rs!0( incftdea tha Worlars Con0e]lation fund snd 6€ 0isrblsd Workeo Rotrol tund. ll doos nol includo lh! Emplol€rs'

Err!3 lblihy Furd or fi! Cosl Workss PDdirnoconiosb F!dd.

BECIIPTS AND OISEUBSEMENTS

EIIDING

M{)NIH NECTIPTS DISBUBSTMTNTS EALANCE

SAIANCI r0RWAF0 . E1.202,624,17L08

oEc 2000 N {r r,160.027.27) 0 50.120.518.81 1.141,345.028.00

JAN 200f 104,124,S31.83 62.537.835.51 1,182,932,724.32

FE8 2001 103,673,740.81 50,400,802.11 1,236,205,863!?

T0TAIS 9rS8,838,E45.37 0183,058.S54.43 lil4

BEI'JEFITS

YlIcF stu {sunERs T0TAL

AOMINISTMTruE

UPEI]SE

9 47.025,141.82 0 8,r03,442.02 055,128,583.84

58,880,953.78 S,00s,396.84 87.888,350.40

48,201,282.67 8,240,125.43 54,441,9S8.00

3.0s6,374.8S

3.856,881.75

4.r99,33S.54

$r51.S07,358.r5 325,349,684.03 9171,268,922.24 911,t51.5S8.28

WCT SILI.INSUREES TOTAL

Al)MII]ISTRATIVE

E)(PTNSE

I 52,000,180.s5 9 8,287,705.06 S8r,208.868.81

65.037,164.10 1r,765,203.87 18,902,387.97

55.802,S08.49 9.289,r29.32 85.072.035.41

3.737 ,820.57

4,888.388.81

4,230,711.07

9t72.84t,033.54 930,302.038.75 {203,143,0?0.29 91a834,97E.26

I 1f r J IIN I I r I
-
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Wal tle !4r'lattoa tu/14'L

edat>.tutoa
fu.j&'ra t, P@332- ttw
t9@ Kzaaa'la Bb/" tal
Q,la&-ttoa" W z5 30, ocr'

Ellen c1ark,'e.P.A.
Director Budget Division
l-egislatlve Auditor's office

Memorandum

To: Honorable Senator EarI Ray Ionblin' senate Presidenl
Honorable Delegate Robert Klgs' speaker of the House

Honoxable t"ternners oi the Joint coruntttee on Govalnment and

Finance

3043n-4470

Date: WY I8 , 2AO2

Re: slaLus of General Revenue Fund April 30' 2OO2

i,{e have xeviewed the cash revenue flous of l.he lest virginia
g.n;t.i i..t"nu. fund for tnl m"ntn of April 2002' The status of
ihe fund collectioDs are as follows:

The net year-to-date collections are 101'3?8 of the estimate for
the fisc;I yealr as of Aprtl 30, 2OO2' Tbe alomt ovst estiaate i6
I 31,210,010.05 f,o! tbo !'ea:r' (see NoLe L)

CoDsfu€! Eaaes ta.: cglleotl.oas aze g L2'4A^'{.10'31 ABOVE the
est jrate for Lhe year. collections of consumer aales tax {ere
101.723 of the Yearly estmate'

Corttotate Dqt La(|@g tax collections are at ?5'96t of, tbo oaLilat€ '
Corporate net l.ncone lax refunds for the flrst fou! months of the
;;i:;a;; year have totared S 36'3'15,1s!'28' rhis accounts for
::g.i ilrL total general levenue tax refunds in all categories'

Personalbc@6tE:Ecol-l@cioasf,orituay-Atrtti].areat1O5'OBEof
the estimate.

Io*d %nattla o* @ww*wl a44 d/it4"e



tI
II s.ok.less tobacco tax collections which began January L' 2002 axe

I i":la,iir.ee ou"t irl. v-ar to aale estj$ate of S 500'000'00'

I *n" sDecial Incone Tax Resexve Fhnd had a cash balance of
iI 30, 2002

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

523.625.219.96 as of APxll JU'

Ba.Lance ,futy 1, 20 01 23,625,O35.96

00,000,000.00Revenues JulY 2001-APril 2002

9,999,815.00Disbursements ,fuIY 2001 -
April 2002

00,000r000.00Other adjustments
13,625,2L9.96Balance April 30, 2 002

The Rainy Day Fund (Revenue Sholtfatl Rese-rve Fund) had a cash
;;i---- j.e q?r rzn-'roe-63 as of Apri.t 30, 2OO2- 

-

Stats Road FttEd

The cofLectioBs in the state xoad fund are aL L04'50t of the yearly
;;;;"!;-.; of April 30, 2ao2- This translates to a 519'795'786'59
excess over the estinEte -

hir,n.a ar S6i-178.308.63 as of i

Balance JuIy 1, 20 01 't 9,085,243.86

+ 15,'155'064.'71Revenues Ju.IY 1-June 3A, 2AO2

Surplus fxon 2001 { trans feried
8-1-2001)

40,000,000.00

4 0, 000, 000. 00+

Disbursenents JulY l-June 30,
2002 toan to General Revenue
(transfexred 7-6-2001) l-oan
repaid on Septenbex 2'7 ' 2OAI

- 30,162,000.00Leqis Lative APProPrj alion for
fI;od relief (House BilI 402)
Passed August 8, 2001.

1,500,000.00LegigLative ApPropriation for
f.lood relief {House Bill
512) to Governo.rs Civil
Contingent Fund October 1'
2001 (signed bY Governor 9-25-
01)

Balance Apri.L 3A. 2002 63,178i308.63
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The caLegory over the esrinate is the privilege tax whlch is
.oif."t"a oi the certificate of tirle at the Linle a vehicle 1s

purchased. Thrs category is $ 12,86?,310'OB ovex-,L-he- estinate'
ii;il;;-'""i";q-lstiut j.t" taxes are $ 4'09s'413'80 over the
;;;r;4" for the leriod JuIy 20oL through April 2002'

Notes:
Note 1

The Department of AdEinistration, Division of Fi'nance' anended the
general" tevenue estirlate at th; end of March' The change in
estimate occurred in the insurance tax category' This total
.rlG"t" was changed fron 565,5OO,0OO'00 to S?-4.'900-'000'00' which
,ri"-.lr in"t."u. irf s s,abo,b0o-bo ror the fiscar year' Thls
revlses the total general revenue fund estimate from

S2,800,100,000.00 to 5 2,8 09' 500 
' 
000'00'

I
I
I
I
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AOURCE OF REVET{UE

I I I I I r I I I I I I I I
GE ERAL REVETUE FUXO FY 2OO1-20O2
t orthly Rovsnus E!finat.r, Rovllod U$ch 2002
.! of April 30, 2002

MOXIH
EStT|ATES

titot{IHLY
IIET AIIOUNT

l'IO TH OVER OR UI{DER
COLI-ECNONS ESNTAIE

YEARLY
NET Al'lOuNl
YTD OVEROR UNDER

COLLECNO S ESTIMAIE
YID

ESN ATES

Busin$s 6nd OcoJpElion Tax
Consumeis Sal63 Tax
Porsonal lncome Tat
Liquo. Profn Tramlers
Racing F.ee
B€€r Tax and Lic€N€s
Cigar€fl€ Tax
Estat6 and lnh€ritanc€ Tax
Bu3iness Franchis€ R€gislration
Chartol Ter

Prop€rly Transf€r Tax

C€sh Flo,v Tramfor

Deparlm€nlal Coll€clions
Corpora!8 N6t Income Tar
Csnior Income T6r
Misaellanoous R€c€ipts
Miscellaneous Transf€G

Vd6o Lott€ry Transfets

Bwiness Franchise Ter
Tobcommunication6 Tsx
Sp€cral R€vanu€
Smokoless Tobacco Tax
H.B. 102- Lon€ry TrEmturB

14,100,000
69,900,000

139,000,m0
500,m0
625,000
590,000

2,070,000
390,000

10,000
50,000

8,7@,000
560,000
5.{(),(m

0
14,750,0(n

660,000
20,000,000

0
120,ofi)

0
1,910,mO

0
14,0@,000
16,300,000

950,ofl)
0

200,m0
27,2@,W

14,U1,U4
73,752,701

163,9e4,070
500,000
500,000
675,3E€

2,U1,953
622,59

25,034
43,969

9,678,(X9
611,351
542,160

0
11,$9,9S9

440,7fi
12,99€'721

0
103,326

0
888,120

20,154
12,044,197
21,732,474

2,358,571
0

425,926
3,743,776

241,324
3,852,701

24,*4,O70
0

(12s,000)
85,386

771,953
232,598

15,034
(6,031)

978,049

22,1@
0

(3,110,001)
(219,250)

(7,006,279)
0

(16,674)
0

(1,021,880)
20,158

(1,95s,E03)
5,432,478
1,408,571

0
225,926

123,116,2241

136,E00,000
723,9m,m0
832,780,{n0

5,7m,000
1,875,(m
5,850,000

25,91o,mo
'r4,750,000

4?0,000
2,470,000

68,100,000
5,660,000
3,560,000

0
72,400,000
10,620,000
92,700,000

0
2,560,000

500,000
19,160,000

0
120,300,000
60,900,000

8,850,000

500,m0
45,600,mo

136,761,523
736,384,4r0
475,101,749

5,737,593
1,500,000
e,274,521

27,143,505
11,308,1(b

f 59,&4
3,012,536

56,450,451
6,051,656
3,376,499

0
72,094,754

8,s33,626
70,416,36E

0
2,334,968

552,796
18,181,322

690,401
129,649,m6
104,617,187

r1,627,535
495

1,3€0,170
13,114,97

l3/l,477)
12iU,410
42,321,749

(37s,00o)
424,521

1,233,505
(3,441,894)

289,&
542,536

(1,449,s49)
391,456

(181,501)
0

(30s,246)
(2,086,374)

122,283,632)
0

1245,O32)
52,796

(97E,67E)
690,401

9,349,006
23,717,107

2,777,535
495

768,170
(32,485,653)

TOTALS

Minus Cach Flow Transbls
TOTALS

2,282,035,(m

2,A2,Gt5,W

2,313,245,010

2,313,25,010
10137%

333,125,m0

3:t,125,000

33,580,017

0
334,580,017

1@44%

1,455,017

1,i455,017

31,210,010

31,210,010

P€par€d by Legblalive Audiiods Otrc€, Budg.t Dvbion
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OET{ERAL REVENUE FUND FY 2Ofl.MOz
Monihly Rsvonue EEtlmstss' Rovlssd Ularch 2lxl2
q! ot Ap l 30, 2002

YEARLY
NET PERCENT
YTD OF ESTIMATE

COLLEC1IONS COLLECTED

MONT}ILY
NET PERCENT

MONTH OF ESTIMATE
COLLECNONS COLTECTED

EOURCE OF RE\'ENIJE

MONT1I
EsTIMATES

YTD
ESAMATES

Buohess snd Occupgton Tax
ConSumq's 8alg8 Tsx
P€r8onal lrcome TEx
Llquor Prsllt Trsnsl€r€
Radng Fes6
B€er Tax and LIc€nBet
Clgarstte To(
Esbte and lnhqritanca Tax
Buoln688 Franohls€ Roglstrqton
ChartEr Tax
usg Td
Prcp€rty Transf€r Tax
Prop€rly Tax
Cash FIow Translgr
Insuranc€ Tox
D€parEnontal Collectons
CorPorato Net hcoms Tax

C€tflor Incone Tgx
Ml€r€llan€tu8 R€cslPtB

MlBcellan@us TrenSrBrB

htEroSt ln00m€
Vld6o Lqttery Trenslers
Sqveranco Tax
Busln€e€ FranchlSo Tax
T€l3@mmunlc€Uom Tar
sp€clal Rovgnue
smokoleos Tobacag TEx

H.B. 102- Louory Transfsr8

14,1@.0@
6S,g@,000

130,000,0@
500,@
625,000
5@,000

2,070,@0
390.000

50,0@
8.700.000

660,000
540,000

0
14,750,W

860,00I)
20,0@,000

0
1m,@

0
'1,910,@

0
14,000,000
10,@.@

050,000

200,000
27,200,@

14,U1,324
73,752,701

1€3,S04,070
5@,@
500,0@
e76,388

2,U',1,W3
622,SES
25,OU
4i|,q]9

s,678.MS
811,361
582,'180

0

11,03S,0€s
440.750

12,e03,721
0

103,326
0

@.1m
20,'158

'12,044,197
21,732,878
2,380,671

0
42s,e8

3,753,n4

101.71o/o
105.5'1"/o
17.9ao/o
1@.007o

80.007o
114.47To
137.29o/o
159.84o/o

2fi.C40,/o
87.94o/o

111.24o/o
1@,17%
1O4.1oo/o

78.52%
6.7ETo
u,o70h

8.11%

46.6DVo

88.037o

244.27V0

212.8%
13.910/0

'1 38,800,000
723,000,000
832,780,000

5,700,000
1,875,0@
5,850.0@

25,910,000
14,750,000

470,000
2,470,@

88,100,000
5.680.000
3,680,000

o
72,400,0q)
10,620,000
02.700.000

0
2,580.000

5@,000
1e.160.000

120,300.000
80,900,000

8.850.000

600.000
45,800,000

138,7A1.523
7@,384,410
a75,101,740

6,737,593
1,500.@0
6,274,621

27,143,&5
11.308,16

759,4U
3,012.536

6,850,451
0,051,850
3,376.4S9

0

72,Oe/,7U
8,533,@0

70,416.380
0

2,9,w
652.7e1

1A,18132,
690.401

'129,649,008
1c.{.,817,147
11,&7,535

495
j,388,170

19,114,317

w.e7%
1A1.72o/o

105.0E%
1@.680/o
80.007o

107.8o/o
1M.7alo
76.670/o

1A1.59o/o

121.57%
a?.874/o

1@.t29/o
u.90%

e0.58%
80.350/o
76.@%

00.50%
110.680/6

u.@oh

107.77%
128.32o/o

131.384/o

8.O3o/o
28.7Aoh

TOTALS

MInuB C€sh Flqw TrEnsforB

TOTALS
Perc€nt ot ESlInatoS

a33,125,(n0

33ql 26,ooo

334,680,017

0
334,881',017

1Co.Mlo

1OD tt4o/o

100.444h

2,282,035,000

a282,(x|5,ooo

2,319,245'010

2,31 3346,01o
101.37o/o

101.3V/o

Propar8d by Logl8trtvo Audhois Offc6, Budget DMslon
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ATATE ROAD FUND FY 2OO1.2@2

REVENUE EgTIMATES AS OFJULY2OOl
as of Aprll 30. 2(P2

SOURCE OF REVENUE

Uc€ns€s end R€glgffion
PrMlogo Ta(
Garollne and lvotor Cafiier Roqd T@(

Wholer€lo Fuel and Use TEx
Hlghway Lltter Conhl Fund

TOTAL6

MONTTI
EST1MTES

6,800,0@
14,000,000
'18.400,000
s,700,@

125,0@

45,026,000

NET
MONTH

COLLECTIONS

7,U0,018
15,O24,9U
22,820,254
7,412,41e

n1,a70

53,028,214

PERCENT OF
MONTH ESTIIV1ATE

111.02%
1O7.3290
124.071o
130.057o
1e9.6@,to

117.74%

YTD
ESTII/IATES

s9,200,0@
12€,460,000
188,005.000
81.200,@o
1,2U,W

440,109.000

YTD
COLLECTIONS

a3,2eE,414
142,517 ,3',t0
191,126,113
61,7e6,6n

1.400,373

48e,9U,787

PERCENT OF
YEAR ESNMA]E

1O9.t2Vo
109.u%
101.12Vo
100.s370
'111.O7%

1M.601o
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Changes
to cost millions

State will lose moneY on federal

tax code revisions

JiB wallace <.iia@da$aa!kaa>
Daily Lrzil Capitol rcpor|3r

Friday May 10, 2002; 0l :00 PM

redqarr c,hangqs wjll c!6!-ws!Yilc!qra $lqqrulgql$9{E{fscal y9?r,' Ml mfion in thc fiscal

;d;^d;l-,il;G;$i-t'li*-i"u"f iira;'"ee"atear'-ac{ordr'erb'cbianoireniffi
on Stale t€glslatures

Buf siale officials acccpted th6c revenuc losses by confomring dale law to lhe fcderal tax code'

The report, which was released today' altempts 10 sllow lrow the Economic Gro*lh aDd Tax Relief Act ot

20ol and thc Job Crcatioo una wo*er ilifi'L nJ o[2o02 hve subsunially rcduc€d revetruss to tlrc

;i;;;;;;t;'h;;a" "-i"ty 
in sur" rutt, slat6 rEactions !o ille federal c'baoges and the wavs sales

i."Lt r"t"n* -uk" it complicakd io ratrk the ellccls on lbe states'

"otf maior concem is thal coogress acls oo thesc things wllhout any uderslatrding' of rhe rmplir:atiom

;#fr;;;;;tl *ia riillu- p"*4 tbe org;izli. oob ex€trdivedirecror' "To some elccol"

that's a problern ofthe atu* io tr",,n"v "G 
to alifr reir ux sysems wilh.lhe fedeEl qistem" But th€ry

ffiil1;; ,it-il;tft much &ier for the ixpaven ard it's much simpler''

Tax Secrelarv Bdan Kaslick said west Virgi.oia officials considercd-not gomg slong with Fe' 
fcdgPl

;fr"ilffi#;J;;il ""$"; til;F; more complicated for uxpavers a1roueb th€v disssre€d

wirh rhe wav conrress 
'',a 

trr" o*n i^?"ir-iltio" utrfipiJ to s-"1't" G economy, they also warted

iv*tVteitilt* ;Gefit from whdever slimulus could b€ achicveq hc sard

In some states, clul|ges in lhc lidcral ta( clde are autonrarically rellccted in stal€ la( codcs

But others, iacluding west virglrus' rcquie la'AEakers to decide each y€ar whdher to accepl the federal

ctunges oi dccouple lheit sysems ftom thc federal lav'

During this yeais s$sioD, rhe wesl viBinia lagislature mrePtcd @h of th€ Dqior cbflges inp6€d by

congress" dcspile the l* ol'r"t*u".afii lJi*n rtt" sur" Utagd it g"ttog tighter' Po'nd said

nressure ftom mtstrtu"no,o *".p *tgi i-inpt" It o tulot *n *me shtes ch@se 1o conform even

ihough tbey lose los ofmoneY.

I of2
5/|UV2.LVl
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"Thev frnd it to thair adva age ro be cluplcd to the Iiieral lax slsrero'" he said' "Thafs obviously why thc

#l:id;iilfiil al* iio""' t'" v#" ct€n 6oush it huds-

Alvsoun Mclaugblin, a lax poticy spcttalisl who hclpcd preFrc thc repoi' added ftar it nw have been

casier for wcst virginia lo go atong wur ilc'iaJ.'"f"tid bt-tt* hs not bccn fachg lhe seltre

budset shodfalls orher sr,ares fave ucen ding Gtft frstk *ia Oa w6 s corlsidcralion

Bv cootlasL Ohio lawmakcrs have been rryitrg to cope wih a $1 s'billion rev€rue sborthll' so lbey are

considerhg decouptine r-In ["dod lat 
"*Trffi;g 

"la; 
tt-t C"ogt*"lrorided businesses tbis

vear bv allowing them ,o uo""* u'" afrJffiJiio*o o-n ** op-itut invesenls Tbat could

ii6rrtiiii"ili"n' brn complicatc trc calculation of taxcs for matry hlsm€sses'

Be.ause W€st Virginia has accePted ftc federal changps o-n that depY-i{o:***o'dt" state aQects

to lose $ l6 mllion duritrg *" "rr.*, 
*JrJr, if-i?Uion o"*t i"ot yeal_and S20 millior fie veal

ancr rhar- Thar ac{ouns ror *rc maonriirilirJJ* w* virgioiu t"flr t*" Fom rhc fbderar cbangss

overar, th€ Nationar c*l"Ty.T,sffmfffi ffffi"rti1,'#,ff#ffi1',,;" 
** "'

billion in tlre Gurreot fiscal year' l) l Dr

A,iomerchrylyl,I:ri5!-ro'.:*;ff H$glvnil%lff"ffi tr"ft 
edecisioD$pruse

rheir share of the fedcral esfale tD" r{nt

Althoug,h tle fedeml lax is Dot schcdlrM to be eliminalcrt udi 2010' Coryr€ss decided lo ph6e out

,iraldti"" ptJ"" O rtt 
' 

rercnue with stales by m05'

some srar€. incrudins wT1 vlifl'j?5ili":fi;llS$lilfitrl# ffff slTfir"?#-,
fcdcral ta](. Tbaf will c4st lhe slalc $ I ml

after that

fr";,:ruuffi6;p;p;ffi""#ilHsff:i:llFffiffi ffi '
of rose Drovisions is estioalcd to Dc D I

million eacl in the following three years'

But lk$ick said w€6c vireinia could b€nent ftom some fedcral cbanry,Tlc-h,^ t*"d

it1.il"y.*L*fs' so- tbe starcs overal loss in revcnuc lvould be reducco-

Poundsaidcongressisnotcxpectcdtomakesrrymoremajor|axctiang€sthisyear'buTreasury
Secrer8ry paul oNeifl uonounc"o w"cnifiui-rrrl'.-piifvi"g 'ft" 

f.a"fu bx sysbm would be a major

initiJvJ ofrhc eusn sdministralion h 2001 nnd 2004'

"That is obviously soDething lllal the $ates will watch very carefirlln b€{ause it bas great itrlplications for

them"' he said.

Wrirer Jirn Wallace ca be rcached aI i481El9'
o coplrigh 20g2 chatl€dos -tt tJ"t -'f"*-f* - s@d web siDe f€€dtock or a ldrtl to tiD E tiro'

qnwyg/6l4dpj/s$B dsilt@lrd/E kt srlq IoDJ :s

2of Z
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Total allowcd chargc

YOUR Cost*
. Copa)'rncnt
. Deductible
. Coinsurance

ERs are very costly because they are set up to
deal with the worst and most traumatic of
cases Their purpose is to ensure that t}le
patient survives long
enough to receive long
term treatment from
their physician or
hospital. Yet nearly 53olo
of cases seen by ERs in
the past year weie
classified as "non-
Emergencies" patients
with simple ailments
which could easily be
treated by their Family
Physician.

e all know how expensive hea-lticare can be. The PEIA PPB Plan is here
to provide you witi quality healthcare while keeping the cost to you as low
as possible. One way yorrr medical epenses can be kept low is to avoid
going to the Emelgency Room for non-Emelgency cases. An ER visit can
cost you l5 times what /ou might pay for other treatment optrons:

Alternatives
Ifyou have an emergency medical situation
you should go to the Emergcncy Room
But how do you krow ifyou are an
emergenry case?

. The best way to deal rvith potential
medical emergencies is to discuss tlem
before tley happen with your Family
Physician. Of course, no one can predict
all possibilities, but you and
your doctor can devise a plan of action
for dealing with common after-hours
ailments.

a In many communities, an Urgent Care
Center may be an option. These dinics
accept walk-ins and are priced like a
standard office visit, thereby saving you
money Also, since patients are taken on a
first come, firct sewed basis, your wait
time will be significantly reduced. Your
Family Physician can recommend Urgent
Care Centers in your area.

o Finally be surc to seek medical attention
for your illness
promptly If
you feel ill
during the
day call your
doctor. lf you
wait until the
middle of the
night to seek
relief, the
costly ER
may be your
only option.

$
$

_c

$

$ s7.88

15 00
0.00
0.00

$ l5.00
$ 0.00
$ 0.00

50.00
r 50.00

$ 57.88 $ 350.00

$
$

_30

Your cost TOTAL l5.oo f15

I This assumes no diagnostic testing, rMhich would increase costs.

Emerge Emergen
4S

In addition to the high cost of ERs,
consider the ER cxperience: waiting for
hours in an uncomfortable chair

surrounded by people
sicker than you,
watching more severe
cases come and go ahead
of you, before finally
being treated by a
rushed, overworked
physician or resident
with no knowledge of
your medical histoDz
Al1 this CAN be avoided.
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PEIA Prescrlption Drug Clalm Report

Plan DorllouEphls 2@UO7 . Jnl Z@U@. AttE anouog. soot 2@U\0 - Oa
ToLal Dnrg Cost $t].II0.ll6 $r2F44,852 $l L572.1l7 $r2,u2,1rc
Amount Pard By PIan Sponsor s5,2A,7 8 .t25
Arrount Pald BY Momb€rs $5.449 326 st gta 565 93342.992 $3,4{16.554
Tolal CI6hs 227.370. 245,243. 231.a35. 2*235.
av!r3f9 Elldblo Mombor 1C2.W. raL624. 141.847 r8l'8l2
Av€mse d ot tuas Ftsr Memb€r Por Modh t.24 1.35 t.27 112
Plan Pald F,or M9mb€r Po. Mordh (PMPM) 2&53 45.4I 45.24 51 45
AvomAa Ellgtblo Enlolla6s ,237 8S.634 89,781 @.755.
A\€raao s ol tli3 P6. Fnro oo Per MQII!! 252 274 28 2.8
Plan P€ld Pd Enrolle€ P6r Monlh (PEP^{) $9242 $91.66 $104.2:

AvA- Clalm Cost to Plan @ 933.93 s36.2:
Av8. Uomb. Co3vcrald $25.@ sI6_26 st4.42
Parctnt fiEmb€r Cost Sharc s3.os. p.40/o a9% 27.t9.
{r!4g6 Ingldlort C!3!g

9!@9S9!!q I!919!9!q rye!u!r6) $5&04 969 73 $70.51 $70€(
Multl Sourc€ B!€Id (s€.oncs avarrablg) s4l a4 $47.41 s45.74
a!e4s@E 51521 $l6al $16.9(
BraftVq€norlc Dlsp€nolnE Ralot
SIrE:o Soulc6 (no 8!n€d6) 57 too/o $43% 56.rM 55 7601
Mull S,ourco Brand (A.n6rlca avarrabro) 2.m% 2.*% 2.% 2 Aotr

40.70a2 11.27% 41.$% 4\.9?1
Gond6 Dlsp€nce.l *han avajlablo .$r'" 94.7!% 94.U% 94.Wt
Pardnt ol Plan cost br stmTs sour6 $@L a3,wz p_482, e.65q
R6lrll PlEnrirq Plonarn
Ara Dsy Sgpply 30.6 3!2 31.0 30.4

!€. Pl6n CGVDSy Sqpply $o 73 $1.17
Ava. qah Cost ro Pran s2.4 $33.17 $34.63 $35.59
AvR Mombor CG! / Clalm $7.73 slo.97 $11.59 $11.74
Perclnl Mernbor Co3l Shlro 53.4tE u.6% a.t5% 27.golt
Spodal Mrht NsM( (% ot cbins f,u€d) 5.W, 6.4% 7.15% 6.Wl
Maln!*rln € Nstrork (% ot qalnts fllrocll 2.94% 294ib 2.6% 2.tuL
&E q$,3 supPly br Atarnl T\{atsks a6.a a7.o 472 a7_l

I9!4!!914{lb gupprt m5,q24. 214.234. 2o5,450. m.475
otal # Clalms Fllls 35.60 Day Supotv ].50& IAI7. 1.619. 1.7n

Total 4 Cralmr FllTs 61 90 Dav SuoDrv l&@a 2r,@. m,944 72.e3

64.0 712 729 69.4
qv& PIEn CosvDays Suppry fo.96 51.21

$An_S $a2.58 $a7.90 $45.45
Av8. Msmbr Co3t/Odm $3a.l0 s27.50 s24r7 s21.34
Percanr Monb€r cosr sture 6.96% 24.4E 21.57% t9N%
rotal d Claldts Flll I 34 Orw SuDolv w .t24, I.Ct44 l.l0&
Total s Cialfits Fllls 35 60 Dat! Suppry 38. 54, 59.
Totat c Clahs Ftlls,6l,90 06!3 Suoolv 1.654 2519. 2.706. 2,110.

S/S Fomulary pru$ (% by crdm) 45.37a7. M.83% 45.6% 4445%
S/S Non Fonnul€ry DnHs (% bv crah) tt.73at tt.@% 71_!& la.9t%
M/S Orura (% bv cla ml 2.m 2.M z3% 2.9"
3€mrrc Erqs! (% tu qah) Q.7OJ 41 3% 4r.6% 41.w,
S/S Fonnularv Drucs a% bv S) 74.54% 74.75% 70.74% 71.lloz
3/3 rbn tu.mule Drl4 (7^ bv 1B) 12.140] 1243% tt.75% tt.54%
M/S Drucs (% bv S) I Sqr I9% t.&7. t_7%
Gen€ric Druss (% by $) t2.oE t49!z, 157% 15 601^
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PEIA Prescription Drug Claim Report

aXV1l - Nov 2@7f 12 - Dac N2ld, - J.^ 2WlO2. Fab
Total Drua Cost $12.521,& $r3. r09.333 sl3.'/l8la sr2,749,52
@uri tuld g Pl€n Spoosor s9,241,t42 $10.194.655 59,57q,99
Air'ou.d e!!d By Memb3ls $.2A6.543 $3.373.771 s3.377.153 s3.:7&949
Totat qaim3 249.517. 255,952. 26\,535. 247,992
Avara$ EIISIDIo M€mbor ra2.oa, t82,4t4. r83.130 183.449.
AvaraSe 6 ot tors Por Momt€r Per Montn 1.37 l4l I.43 1.35
PIan Pald Par Mombor Per Monih (P[{PM) 9.77 53.37 55 67 52 t7
N€rago Ellgtblo Enroll6r3 8.p7. 90,004 90,430. 90,564
Averaao # ol Ras P€! Errollo€ Por Month z7a 245 2.49 274
Plan Pard Por Enrorr66 Pe. Monlh (PEPif) srm€8 slGl6 sltz74 s105.67
Rr C6t Sh€ra
AvB. Clah Cosl !o Plan s.:|7.04 $37.@ s8.98 ti:B.59
Ava Moflrbr Cosvclah sr3.r7 $r29r $r2€?
Porclnt m€mbr Co3t Sharc .x, 25 7% 24.9% 24.9%
AvoraFo InsrEdlant C@t!
Sll8lo Sour.6 (no $n€dcs avallabre) s7r.57 s72.El s74.€ $74.10
Mul! Sdr.€ Br.nd (Aan€rlcs avallabls) $45.05 $45.06 s45.49 $rt6.6!

sl6.a9 sr7.l5 $15.69
Bdn.Uo€nodc O6D€6lm Ralos
Slodo Sourc€ (no ranrrica) s.w" .6% 55.624
Mull.Sourcr Bmnd canodca 6vallabl6) 2.64 2.!4% z)4% 22701

4t 74% 4t35% 4tw76 42ltq
cfrGlca DIEo€rB€d Bh€n avalTablo 94,6% 95.@.7" 95.1&, .a%
Porcont ol Plan Cort tor Sindo Sourcg 42.w6 43.186 a.2M 83.@%
Elqtltq4n€cr P'osl|n

30.6 30.9 30.6 30.1
Avr. PIan @suDsv Suoolv s1.19 sr.20 s1.25 $l2a
AvR Oai.n Cct to PTan s35.34 $it7.o9 $a 31 s37 78
Av& ModDor Cod / qah s11.95 $12.14 $tz@ sll94
P€ront M€mb€rcosl S,t€r6 .47% 25.@% 25.2&
sFcilr Maht N€rwk (% ot ddft rllr6q) 7.O77 7.2\% 7.O3ql

Eaintan€hcr N6two( (% ot ctaims lll6d) 257% 7*Z 2.45% 2.534
A\a DaF Supply to! Matnt Nolsks 47.3 47.3 47.2 a7!
Totar f Chlm3 Ftlls I 34 t)ays SuopTy 122-M1 27.ffi. 221,W,
tolal 4 Clalms Ftlls 35.60 Day SLtoDrv 1.632. 1,716. 1,.7&. t.553
ro[a] d Clalms Fills 61 90 Day SlpDly 72146. 23479 23,305 7263

713 719 70.8
qv'- Plan CoEt/DM Sumrv $1.25 st 27 s1.34 sl.3€

sB.€€ $91.61 $92.09 997.6r
qvF. Momb€r Cosi/Claim s19.69 sr9al s1944
Por!! t i&dbor Cost Shar6 1a 137 17.7& t7 73% 16.6n
Totd { Clalms FIII I 34 Davs Suoolv L095. r,t6 1,0,13
Total # Craim6 Fllls 3560 DM Suobrv 43. q. 33
Totar 4 Cralms Frrrs 51 90 Daw SuoDrv e60& 2,44 2.65

VS FofiMary Drug8 (% h cr€h) 14.9907' 45.71% 44ffiE 44,6q
s/S Non.Fo.dulaw Druft a% bv daim) I1.01% 10.w7" tt.a4 tt.27%
M/S Drua3 (% by cloh) 23% zt% z\q z3%
G€rbnc D.us! (7o by dah) 4t.7% 4t.4% 41.4a7 42.t4
S/S Fodr l6ry Drurs eA bv S) 7a.B% 72.07% 7t.54% 70.9@a
6/s non.Fonnuraly D^ss (% bv S) t.929) t\.v% tt.7@. tz@%

t.7% Lg, 1.5% |.7%
C€ner1c Dru$ (% br S) 15.4% t5,34 t5 g. 15.3%
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N2lO3. $arcn N2/04. Arrll 2W,-fb{al
Tolai Drus Cos! $13841.791 st2,345,040 $125.974384
Anourit Pard By PIan Sponso. 910,450.40 $9,359.104 89.677.t56
Arriourt Pald By M€mb€rg s3.391.390 E2.945.935 !i:6,30].224

orar Clalms 265,174 232.494. 2.476.353.
Avsra$ Elglble l'lombor ta3,5t9 183.517 r,p6,452.
Averlge d ot tu3 Por Mornbor Per Montn r,44 |.27 136
Plsn P6ld Por Momb€r Por Mofth (PMPM) 5694 50.97 49.10
AYorlA€ giAiblo EnrolTo!3 9o,64 90.710 901,58?.
A€raco 4 ol k3 Por Enrotte€ Por Mo.nh 2_93 26 2.75
Plan Pard Por Enrottos t €r Month (PEPtrf) $103.18 $9.47
Rr Cosl Shrrc
AvE: qaim Co3t to Plan $(8.41 sro 25 $36.2r
av8 M6mt r Casvcldm $12.79 s12.84 $14.66
Parcart n€mb€r Cost Shar! 21.9A 24.4 8896
Araraao lnEEdlod Corrs
$ngfo Sourca (no 8Bftdcs a€lrabro) s75 22 $75.01 $72.33
Mul! Sourc€ Brand (F.rFrica a€llablo) w7_a s47.34 $45.34

$15 62 sr7.t7 $16.74
sran.YO8n rlc Dl6Dan6ltrq Rat6
;l.FIo Sourc€ (no caftrics) 55.9gp1 ft.w7. 56.r
Muli.Soqrca Brcld (sonodcE 6valTabl6) 2.1 zt& 2 27"
l6rlartc Drug 41.6% 4t.gn 4L W.
i6ft6lcs Dl3p€n!€d rhrn a,atrablo 95.O9. 95.14% .94%
Por6n! o1 Prdl Cosr ro. SIml€ sou.cs a3 55q BApt 43.33%
R€tall Plarnac{ ProEnm

30-4 30.9 34.7
qvrc PIan CoEVOav Su@lY st.27 $I2a
qY& d€h Cost bo PI6n $346( $:]9.59
AvR Mambar Cosl / Clah $r205 s\223 $11.47
P€nlrt lGmb3r Cost Sh!r6 24.740/" 24.8% n.o7%
SF€ctl ldrlnt N6!vx (% oi d.rft flt6d) 7.2501^ 7.3102, 6.990t
Mdntananca Nol\' ork (% ol datms lllt6d) 2.460/" 2.&Z 26!%
AvR. Dav3 SlDelv tor Mahr Nstlrt€ 87.2 47.3 a72
Totat s Oatms Fttts I .34 Dats Suppty 236,rO7 m7.on 2,m7,148.
Tolar fl Craln1s ntt3 3re Dly Suoorv tatl I.544 15,&t5.
Iolal t Clolms Fllls 61 90 Dw Suoolv 23,79 2r.160 219,060

7I.O 6&9 705
Ata Pran CosvDM Sloolv $1.40 s1.41 $1.26

999.23 $96.89 $49.l6
lvi. !ror.b.r CGVCIaIm sr9.97 $19 56 v-74
r€rc€rt i{€mbor Cost Sh6re 16.76% \6.W" m3?1
lotal c clalms nlr I .34 oavs suDolv I.08L 931. 10.515.
Total # qah3 Filrs 3560 oay€ SuDDTy 36. 34. 4m.
ToLal # qElrn3 FlrTs 51.$ tuys Supply 2.4!5. t.744 z-eL
S/S Fonnutary Druls (% trv d6jml 4441% 452to/, 45.10q
S/S Non.Fodrularv Drur3 l% bv clah) I ].S9Z to.t707 r.@
M/S Dn€! (% tt crard) zzq 2.1% 2&
Gononc Druar (% bY Oald) 4t.9.L 4t.vz 41.6q
VS !e!!!!!aq' Dr'{5 (7o ry S) 7 |.4602 7t.9r% 71.&11
s/s non Formurary E'ruar (% by 9) 12.@ot Lt.934 \t.wot
M/S Oru8s (% by $) t.6E l aph t.69t
Sonsrlc Drugs (% bv S) vaol. t4 79, t5.q
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t?86"I VIRGIIIIA ?DBLIC EUPI'YEE.S INggR}l{CE A4ENCY
MO!flDIT,Y T}IACB{SMf FEPORT - TOTAI, g,rI!'I!I

c!-4e Pslod Ro1lilg Avg 1? MoDtbs r'!1o! Rollirs Avs cur@t Flgcal 1! Plelou6 F16ca1 Yr
PEIA ?atu4t6 lErA Pat@t6 PEI-A PayEdtsB PEf,n PByEdlE IEI;A talt@tE PEIA Pattsl6

NIPATIENT SOSPITA' FACILITY

IEDICE! iIID SI'ROICE!
NEONATAjJ COI'IPI,ICATIoNS

244.224,36

a,431,10s.50 6,325,782.66

209,523.10 141, t 91.lX
110,334.31

4.227.441.13

L ,520 , \92 .43

34, ?34,434.36
41{,650.53

OIIIPATIBNT SOSPITAIT FACII,ITY BE4]IIORII.
DIAI,YSIA
EIIIERGEITICY R@U

4tt,303.e6
246 | 603.06

190/ 5AA.A1
164,155,31

7,592,784.63

25.2\2.32
263,232,04
L62,947 -57

4,5j4,445.24

fa, ?24.31

93, at9. ?A
1,351,735.63

4L,453,44L.1\

r t 3r9 , 232 .43

lGtBRl{rTY 26,96]'.90 20,4a! OA 25.?36 05 12,459.44 1a3,549.43 133,920.41
. umlcA! AND SUBGICA! 4,374.L25.56 3,!02,255-A]. 1t342,29I.4\ 2.476.A7L-Oa 2A,49O,620.7L 2r,914,28:-.6I

IREgCRIFION DRI'SB

5,091.9a9.33 3,493,004,53 3te19,4L9,43 2,733,951-24

9,95{,1A4.50 9,a29,Oa9,90 LL,?15,104,14 6,315,70103 43,973.268.49

24,474,745,12

PROFSSSIOBIJ SERIITCES

9.954,134.50 9,L29,OA9,90 LL,7r5,1O1,!4 6,3X5,?01.03 a3,913,254.49

t, aa2 , 634 .91
5.034, ?11-34

29,336,050,34

4,735,861.34

60,1e9,995,25

3 , 452 | 11A .93

L99,3r7 -19

23 ,522 .935 , 42

CARDIOVBSCI'IJAR IIEDICIIIE
CERVIGI' CnNCq SCREm.IIICI

Elan]tlATION AND I'I'rIaGEMENT
III'{OITIZATION
Ililt8c'rroN

62,37O.67

90,495,05
809,659.42

t 96,369.56

351,501.62
39,294.95

31,314.65
659,515.43

406,s89.12

19,rr4 -12
253.562.44

3A6,549.95

soURCE; |pUNTAIN srI|IE, ACORDIA NATIOIIA!, PCS HEALTE, AND IIIERCK-MEDCO PAID CLAIMS TApEs
NdrE: cLAIus T ISIED ARE ON A lAfD AAEIS
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XESI VIBSIIIIA PUBT.IC &@IOYEIS IMN'RAN@ AOBIqY
XOIiIIIIIJY IGINAGE IBNT REPORT - TOIAI CLAII'I!

lratcE 2002
!B96: 2

ctr!08! 12 t{oath6 r'ri,or
crrdr rslod Ro1llag Avg 12 ItoEllE r)'lo! Ro11bg aeg chr@E FiEcal Yi Plwld. FlEcal ar
pEIn Pat,1@!6 PEIA PayDenrr PBrA t6y@Erls DEIi paj,rlsts PEX.A payl@ls PEIA Fay@ts

PhoFEBSIOIGTT S&in@A IAB AIID DAltsOI'q!

orctR
TER IIGCN|c

PEgSr(AtL !{E)lCnrE
PROS4ATE CAN@R SCRENrIN'O

x, x32.480 .96

1,384,668.33
L,73e!446.4\

490,444.79
24.266.74

762,563.O4 942,719.5L
150,121.68 142,071.55
337,544.X8 294,AL4.7A

7,0\6,436.75 Lt406t2A9.53
1,179,854, OO 1.490, t 31.69

332,319.r7 4O5,i57.47

1,893,405.20 2,445,7r5.32

s4\,r29.95
LzX,609.OL

7a4,284.03
937,296.3r

1,553,430.44

6.653,566.52
1,445,550.71
3 ,246 ,166 ,27
a,66AtA47,62

10.433t284,71

16,42L,426,O1,

L | 250 ,292 .54
2,492,754,sA

41776,232.32
2,254,463.6r

114,109.€5
15,115,897.02

16,28A,57.7 -43 11,559,765.91 LA , 6t4 ,142 .69 a7,639,r24.35

40,3aa,d01.39 30rA?4,a3a,03 i7.74r,45r.49 22,683,44!.\g 2771A25,42O,L2 2I3 .7 51 .37I .03

AOITRCE! I{oON:nllrN S:fAI!, ACOEDIA IIaTIONAI, rcA BBAIIIE, AND I{ERCX-II|ED@ PAfD CEAIXS TA?BS
l[OiE, CLAII@ I'I8IE} !.RA ON A PAID BAA1S



c\oo
c\

ss
s

E
H
E-'

N
H
t-]
H
E{b

s
Hq
s

tr

F{so
fts
E{t
H
C9

s
s
h
$

H

$
r{
At



9_l

E
vo
Fr 'q

AA

84

f'E

c

I

5

E "C " S

ou(o411 Hdo
9SF99 5E53
>FFlr(dr{cEfrE

6

9.-

11

ou o 5E''1 - E C

^F I ^ e
'1 EU ,r * E ;
trF i dOtJF A

EF.AO iCdETF!O EJ

@z,zz Eo!dEE

l<rE,i
Hil]r
ETHiN4*
;+ar$*F.

3i3:l
F,r

tri

E iE 5 tE *15

ils

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



1

l

i

4

:

I

1

1

6

qr

d

a

E4;:z
EE

Ei

&

?

Ea

EbbbEE6

oit

g,R i

994c i:

€.8 €P

6

I

t
t

I

I
I
I
I
I
I
I
I
I
I
I
I



I
-

,-. I=' !f f,-I Irr rt I
-

rr I ,I rf lrrl

Cash and cash eq!ivalenls
Depos ls wrlh lh rd-pany adminislrators
PremrLm accounls .ece vab e-nel of

allowance lor doLbtlu accolnts
Olh€r accounls receivable

FLrnrllreandequipment,nelotaccumualeddeprecation
Restrcledcash-premiumstabi/zatron lfeins!rance
RestrLcled cash-new compute. syslem

Llabiliti6 and Rer.ined Earnings

Prenium def iciency reserue

Curcnt claims payable

Other acdued liabil iies

Totalliabilit es and.ela ned eam nqs

Forrnlerna lse only Se€ llnancia commenis
P@paed Apn 12, 2oo2

StatE ofWestVirginia
Public Employees In3uranc€ Ag€ncy

Balanc. Sheois

March 31,2002 and 2001
Acc.ual Aasis

{Unaudited-For Internal Use only)

2002

1A1,94a,232
291,427

11,234,427
3,991,559

117,434,445

148,561
3,607,620
2,000,000

135 062,939

211,963
3 647 ,524

(17 ,632,494)

(63,402)
96

2,000,000

$ 123186626 $ 138,882,426 $ (15,695,800)

43,750,000
7,242,000
2,310,000

10,451,477
8,431,852

961,157

4T,724,044

3,352,T40
5,289,495
8,621 891

5e5,122

(3,970 000)
T 242,400

(1042,700)
5162,342
(190,039)
376,035

73,146,886

50039,740

$ 123,186,626 $ 138,882,426 $ (15,695,800)

65,569,208

73,313,218

7,5TT,6TA

123,273,478)

2001

122,453,983 $
e26,327

10,167,629
1,615 000

120.545,7s11
(534,500)

1,071,194
2,376.559
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P!blrc EhDloyees Insur.nce as€ncy
sr.lemnt or Rtunu6, EiF.3c! 

'ndChanset i6 R.Llnod €amliss

(unaudlled-For ht€rnal use onlv)

L re nn/aice 0rcm,ums oasc

Other opera( nq eipenses

oFErlns {deticlt) 5u.plus

Relamed Earn'n0s (delr'ency) bes nn'iq or period

Rerarned E.hrngs, end or p€rrod

?31667036

0.6736s7) 1146464r7)

4 350 000

12,484 321 (5 54e 253)

I (e23,706) (7,731,35,r) 23,sS4,797 (31316,151)



State ofWestVirginia
Public Employees lnsurance Agency

Slatement of Revenues, Expenses and
Net Loss

I
INlonth of March 2002 and 2001

AccrualBasis
(Unauditod-For Int.rnar Us€ Onry)

$ 29.102,253 $
6.O44,427

27,531,053
5545,497

I 565,200
458,530

Paynenls lo manEged €re organzatons
L ie insurane premiLms-basic

Nel premium rcvenue
Adhn6lrative l€s, nel oi retunds

Nel opeEtnq revenue

clarms,expense-medl€l
Claims expense druOs
admm6kanve serurce fees
olher ope€tng expenses

Tolalope6ung expense

Nonoperating Revenues
n terest in@me, lrom banks netoitees
n€resl rn6me from MB

Tola nonoperalDg.evenues

Forntehal lse only See f nancEt conments

35 i46,230

(3.906.285)
(43r 000)

33,122.550

(5 930,448)
1422 663)

2,023,730

2,O24,163
(8,337)

I
I

I

I

I

I

I

I

I

I

31,105.915

23 638 8S2
!r 6171132

353 124

039 366

(8,647,549)

(s7l
155.599

27,055,152

24,580'161
10,030 751
1,432112

4,050,763

,1,053.731

(413.669)
(17,1,C43)

229.626

(57)
(396.229)
184.c00

30 808 995
296.920

26,769 439
285.713

{3,SS7,672)

4,039.556
11,207

3,700,640

551,828
333 000

\212.236)

s (7,475 007) $ {?,612,04.4) $ 137,337

i,:r,:-rtF;:i:'i ..

I



State of W€at Mrghla
Publlc Emplo!'86 Inauranco Aggnct

Flnahclal Comments

Month ot March 2002 and 2001
Accru€.I B€sb

(UEudraod.Fo. Intemar tbo Only)

*roo^o**

I
I
I
I
l
l
I

I
I
I
I

I) Ef,€{dve July 1,20@, tto PE:rA chBrq€d $&d p€rty admhbtratorE T}€ Ffo.€6s ot medk€r ctaLns adudlcaloo
and p€tdldrl i€3 bk6' ovd by Aardb f{alonsr ftom MdDt€et stb Brue cr63 Btue $rl6td. M€rck Mdco orcogh
hB dllBdhy ,F1sb Fidar@fts F lLs, bok otsr t6 adludt ator ard Fynsd ol pt€so@n drug d€rns.
Bo.aE€ ol l,it tristry comd6nd€3 t.trotu€d h ths adJudcslon and F)rn€nr ol n€dLsl €rd drug clrlrB. n
Ebk lhr o€r 0lh Fdty Edmhhirarcds qdo sorn€ En€ b bogh payhg rlsso clshu on a firdy b€sb,

2) TtB r6vv trttd p€ny admhhdalors abo tEd dffidity sdlts61g Lh€h ssnts ot r€F,1t€ to lha PE|A s ac!E!y.
cotE€ql.€nly u1a aatary $6 nisbr€ to de$lop credDro 6lrtab ot crshrB sii.h lEd bo€4 harr€d bd
nsl Fl p8ld , arahts Fy3l!6. ln1u tar€ h !5o eFtE ot 

'er 
2001.

3) B€{aEo ot rh6 dffiGitbe ?Iena$d abov6, the srnorrrs €Frt€d h 016€ &Er@t statellarb fiay rDt acarstdy
rcc€ct rh€ pELq s flndlc€t laodon erd tno r€jjb oi fi9 oDq.adorts tbr rE E ldr edhated.

4) B€.aLEa tEas ftist'.bl sr'ta.r}6nb !€rE prEpat€d rsy shody aftar lha dd ol 0F nion0r. fi€re nEy tB 66tm
tnKldrn oaorE6 surluJlalle E! Ln@ r6b.ts.

5) Al tha pl€r !@r eid Jul6 30. 2@1 eppror&dsly 8,800 lEalLt poltqtlotdas rElEd6trd lrdn nra|E!€d carE c6!€Eg€
b ti'€ P'*rcd trovdor b€rd plsJl Thb rddl6d h Irbt eruonm€ri hct€d€ ot sppr.dntstEty 10% fDn BF Fb y€a!
erd b erp€"€d lD produca s 6indd et€r@s€ h cbtrB €l@Ilee h Lh6 y€€r 6ndLE h 2002.

I
l
I
l
I
I
I
I
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West Virginla Public Emproyees Insurance Agency

Summary of Fiscal Year 2OO2 Projectlons
March 31,2001

Quartsrly RoPort
JUne
2001

June 30,2001
Quartsrly RsPort

Octobet
2001

Flnanclal Plan
DEc€mber

2001

December 31,2001
Quartorly Report

Aprll
2002

R6E4

nnanclal Plan
Decemb€r

2000

D0c0mD9r Jl, Zuuu

Quattorly RePort
APrll
2001

$ 38,03s.132
2A,U5,320

2,404,123
f,979,565
7,898,713

(2.866,58S;

$ 37.609,248
29,102,418
2,408,123
2,017,M6
7,736,419

(3,655,1581

$ 39,218,709
28.807.873

2,030,558
1.088,752
8,600,567

(2,2O9.041)

Local Fund
Revenues
CIaims
Capitations
Othor Expons€s
Retiree Subsidy

$ 32.739,031
23,34a,559

2,939.372
1,5U,972
7,175,110

Q.674,982)

$ 32.976.999
22,652,428
2,9,372
1,9U,572
6,945,472

(1,515,645)

$ 32,976,999
24,388,191

2,939,372
1,9U,972
7,508,472

(3,814.408

Rodr€oa Fund
Revonuos
Claims
CapllaUons
Oth€r ExPsns€g
Rouroe subsldy

38,103.f51
116.910,19f

4,102,316
1,76a,'tg7

(84,677.553)

36.876,584
112,940,413

4,1A2316
1,764,197

(81,9U,342)

36.876,584
119.586,732

4,142316
1,764,197

(88.580,661

37,946,414
114.591.03f

1,142,240
1,789.700

(79,576.561)

36.928,489
114.991.073

1,142,240
1,824,273

(81.023,097)

35,305,463
116,740,221

3,350.51'1
1,797,772

(86.623,041)

State Fund

Claims
Capltatons
Olher Exp€nsog
Redreo Subsldy

Flscal Year Reault

$ 353,632,906
192.549,805
67,A34312
19,U7,074
n,fi2,443

(4 
'1M,732\

$ 358.046,068
19A,774,001
67,838,312
19,U7,078
74.988.870

(5.402,193)

$ 356.046.067
201,644,410
87.838,312
19,U7,A7A
aI,071,749

(14,397,522"

$ 355,109,115
221,597 ,373
M,M9,637
f8,930,443
71,A77,UA

(1,746.186)

$ 356,299.564
223,710,572

44,445,637
19,2n,987
73,292,674

(4,431,310)

$ 355,783.604
233,475,840

41,4'18,931
19,010,478
78,O22,474

(f6,144,15S1

PEIA Total
R€vonu€3
Clalms
Capltadons
Olher Exponses
Rotire€ Subsldy

Fiacal Year Rosult

424,475,08
332,808,555
74,840,000
23,570,247

(6,783,714

425,89S,65f
334,367,242
74,880,000
23,570,247

(6.S17,8381

425,899,650
345,661,333

74,8a0.000
23,570,247

(18.2f1.S301

431,090,657
365.003,724
48,000,000
22,699,704

14,612,n5)

430.837,301
367,804.062
48,000,000
23,119,7_06

(8,086.467)

430,307,n6
379,063,974
46.800,000
22,797,402

(18,353.200)

4/2U02
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Bob \fise
Covemor

Tom Susman, Director

From:

RE:

Date:

Barbara Beang Eligibifid supervisor

Cumulative Migration Re$G

lVlay15,2AA

TRANSFERFROM:

Tom Susoe
Drcctor

WV Td-ft@ lffi.@.PEIA . Phate I.n+55&7850 . F@. I-304-55&2516 . kt'n,t6 t rvrya-we.rurnss

PhiI Shimer
Gloria Iong
Larry Stover
Jan Iong
Dave Bond
Jason Eaught

PPB BASTC LIFE CARE.LINK
ENEANCED

CARF-UNK
DASIC

EEALTE
PI,AN A

UEALTH
PLAN B

TOTAL

942 186 2137 ,1a 125 94 3799

\tP@Wa. &ddinst R@n f@l .t lwlbtadahtsad,E. t A4,liam,W ZfiAi,O|tO
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Finance Boad
West Vilginia Public EEployees Insunnce Ageacy
Capitol CoEplex
Building 5, Teirth Floor
Cbarlestoq WV 25305

ladies al]d GentlemeD:

I, Dave Bon4 aE a Fellow ofthe Society of Ac$arics, 8 Memb€r ofthe Amqice Academy of
Actusries, a Pamsr i! the 6rrr of CCRC Acararies, Lrc snd I S€nior CoDsultitg Acuary itlthe
6nn ofEmsr & Young LLp (.Ems & yormg.).

hnst & Young has beeu rerained by the FiD!trce Boqd (Boqd.) of the We$ Virgiria public
.Elnployees rDsulaqce Ag@cy ('AgE[qy') to assist it as provided under the west Virginia public
Employe€s lDsurance Act ('Act-) a8 ameaded by Sen8tg BiI 702 iE 199g. As provided under the
Act, the Board bas retaited Emst & young to rwiew the finmcial pl,o prepared anrt proposed by
the Board for.the fiscal year vdir:g June 30.2002 (T'y 20021 aoa !o Fo;de quardly;*ncial
report& -l! additio!, the aoalysis is to include reporting on a pmjectiou period-offive Fars atd
!o iaclude an accrual md incurred basis. Accodingly, Ernst d young hss sdditiola[y Fovided
*HT'y fr3:a11 f_or_the $!4 yeqs eadine rrniio, zoos (Ty z--oor1 rune ro, itio+ 1rv
:f..l rT" 

,30, 
200s (TY 2005"), md Jule 30, 2006 (.Iry 2006.). This opinion of plan

i3,Y1, " b^1. o:. S: pl:Jdog tbrough Fy 2006, using frrtue rweuue and itanmo(rlhcations provided by the Finaoce Board"

y.l1-*. o* it is the Board's respoDsibility to prEpare a proposed fitrsnciat ptar designed togeoerare revenues suffci€nr to Eest all insurance progrm aod admitistrative cos6 ofthe WestVirgiuia Pubtic Emplopes lnsurance Agedsy. Und€r the Act, the Board must provide a
fiaanciag plan ir which the Stare Futd costs ; fi@ced 80% by State errptoyers aad 2oolo by
Stare enployes i! Fisc€l year 2007. n is also the Bord's ,*lridUrfrry t"'*.6r, acslal costslrcure4 atry r€vised cost estima&s, expe'ditu€s, and oths fac,tors atritiag the fircal *abifityof the plan ard-to make oy modifisations to the plsn neces{y to inswe tfr the totql 6",.cial
requuemenls of-the Agenry for the fiscal year sre met. We have bc€n rcquestsl to rcvier, the

!|JY Ta:id pt?q, 8od as $pported by our work, !o rcnd€r a opinioi satrng wnater ueplan lllay be rcasouably €xpected to generat€ sufrcied rsvenuc ro meet estiDared insur@c€progran and administative coss ofthe Agorry though Fy 2006.

l.ff"tg-*.tP Errs & young urilized information conceroiag rhe pla,s prior experieace,

n::T_fl:.la pl8n rcyeDues, plan benefirs, pla! artrnini.E rive coscs, ard other e.rp€ru€s.

1ff,_-""-.:T**. was dcvetop€d snd Fovided by tbe Ag€asy, the plan,s rbird' party
acmlntstrarors and otb€r sourc€s. In our.rcview, *e comple,tet rclied on tir rorrr"y oi Ol"informadot and did not review or t€st the idoroation in my way.

The prcparatioa of any estimale of future health cosrs requires consideration of a broad qra)r ofconplex social and economic wents. Changes iD reinbu;*r -al6f"sr, tt" €merg€dce of
uen, aod expensive medical procedures anrt_ prescription arug opti-", [" #ouiog a,ol,trion ofthe fraoervork of rhe manqgd care optioos, 

"ia O, "fuio -.r*try-opoi*""0 io tU"pmcessirg of nondrug claims, as are c.atempUea ia $e g;rdt Frrp;ed- plo, iDrrease the
E!!n & Youdg LLp

Pqe I



!
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

level of unc€flaiqty ofsuch esdmaes. As sucll tbe estimab of insurance program costs contains
coDsiderable uncertainry and !"dability and aclual experience may trot confom to the
assEtptlols Esed.

In.the circumstances' and subjecr ro the colditions described herei& based or our rE..leu,, we
believe.the Finmcial Plan approved by rhe Boad for Fy 2002 tbrough Fy 2006 may be
reasoDably expe ed to genera:e sufficieirt rw€nues5 wben conbined with the oristing surplus, to
meet estimated imurance prog|al! and adminisu?tive cosls oftbe Agsncy. It is noted that we are
now projecting slight deficiencies in the rcquircd l0% reserve begildtrg in ri"car year 2006 of
approximarely $10,700,000. We would suggest tbat the Finance Board to monrtor these
developmetrts and address tbese deficietcies once the Fiscal ysar opEn enrollment resulls are
klown ald ca! be anslyzed for rheir impact to tbe Financisl plsn

M< fu'[.
Dave Bond F.S.A.. M.A.A.A.
Senior Cousulting Actuary

Emsr & Youig LLp
Pqe 2
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West Virginia Public Emptoyees Insurance Agency
Report of Independent Actuary

December 31, 2001 Quarterly Report

O\rER\/IEW

This repon analyzes rc./enues at1d exp€os€s relarat o fimd.iag the life aod bealth irsurance
beqefits of aclive 8nd retired employees ofthe State od vqious relsred sg€ocies, togethEr with
their employees. This repon is htended for rhe sole use ofthe Fi""nce g6|q -6 -; o*o u""
requircs wrine! approval by Emst & young"

This repon- was coBpild based upon gtsimr.tata co[ected by pElA's third party qrlminissatsrs
throt'gh Februsry 2002 for prescription dnrS and medicel claiEr. Errolheut .t"i" was provided
at special request from PEIA as was iDfornatioD 6D ndrninirtreriys exp€nses, rnslaged care
cspitalions, and plan revenues. Revenue assumptions qe based on pr€miuu raEs, as$[oed
interest ilcome and significalt g€nqzl and special rsveNrue sUocsio* p-r.idad by th" Gou*,or,
soT: vhich have not been aFrproved by the legislature. I! additioD, some information became
available tbrcugh preseruations made ar lhe FiDroce Bosd meetingq which hss been used in
arriving at our conclusions.

The Srab of We$ Virginia Public Enployeeg hsurmce Ag€ocy Act estabtishes the actuarial
reponing requiremenb for PEIA as the inqEred basis for tn;ic€i clai'8 8nd capiEtions 8!d on
ar accrued basis for arlministative exp€ns€s md rcvenue. h additio4 the Act was 8m€sded i!
senate Bill 7O2 n l99E to itrclude reponing ou I projectio! p€riod of Dot to exc€ed five yearsad to irclude an acclual and incurred basii f- ;;; -.i *penses.- I ue reque* of Oe
Filance Bo8r4 the rEportilg besis is bas€d upon the rtivisioD of eo;loyees -a ,rtir"o ioo t o
firnds: Acrive-Local Etnployee Fun4 n*U.a frnplop" nunA 

"n,i 
SiJ emptoyee Fmd- The

1:!* *9 Funrt represenrs local govemmeirtal-agenci€q county gover@enral agencies and
otner pubhc entrties. The Retirce Fund represena aI st6e 9od local ageucy retirees aud their
survivors. The Stare Fund repres€Dts activi stare employees, colleges ail uaivasity emplo]€es
and corEty boards of educqrion employe€s. The Active L^ocsl FDrd aod the Sure rrmd are
allocated adminisradve cosls and retiree subsidy costs bssed on each firnd,s proportionafeplemillo levels.

Eest & YouDg LLp
Page 3
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KEY ASSUMPTIONS

A Enrollme[t Chsrses

These projections ilclude the assunpdon rhat preferred providq Beuefit aud Managed Care
enrollment will not chaoge froE the March 3l,2OO2 enrollmEnt for tbe durarion of these
forecasts for active eEplo)€es. However, the pEIA Fiaance Boad has requested for the
proJeclon to assurne r€drce elrolhtent gro*th consist€nt witb the e(perience ofthe plan. These
projecdors ass'me tbar rhe Retiree Fmd wil enusuy have 1,00d additional retirees. This
assumption is based on esti'ates tbat pErA hss rec€ived from the Redrcment Board for future
rctiremgnts and ale somewbat coDservative with recent experience. Actual net increase of
retirees ove! the last two years has averaged approximarely g00.

Relatively minor effolLne[t changes have been observed silc€ the December 2001 Financial
Plan 

-r€porl 
I ocal Agercy Active eDrolLnett hEs i[creased by approximarely 500 coverages.

The following chan sumrlalizes the currEnt €oroument as of tlle seiected p€riods of December
2000, Decemb€r 200 I ald as of March 2002 for purposes of comparison:

Preferred Provider Benefi t Marased Cale

Fund Coverage tu00 tu0l 03/02 taoa taol 03/02

St8re Active

Local Acrive

Retirees

lSinele

r.am y

Single

Fallily

Single - Medic&e

Fanily - Medic$e

Single - NonMedicare

Family - NonMedicare

r s,150

2234

t4,544

5A52

I
I

2" l0s I
I

s.7391

l7 'r?5

2,839

4,427

r4,635

5 K?'

5.929

t7342
36J61

3,1 10

4,618

14,668

5,640

ZJOJI
I

5.9381

5,880

9440

zl00

428

l

::1

3,469
s lRt

293

272

180

154

3,469

5.851

288

266

'*lt70l

Toul 82,156 89,465 90.040 16,699 I0250 to234

Er6r & Youog LLp
Page 4
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B. Chstrses ltr Clalm Backlop

The clailr backlog has recltahed rclatively $able over the last 12 molltbs tkough March 2002
with the exc€ption of the monrhs of November eod December where the backlos increas€d ro
Ngher levels.

Month AvErsse Backlos

Seplember 2000 104,000
October 2000 92.000
November 2000 I14.@0
DecembEr 2000 109,000
Jaluary 2001 98,000
February 2001 92'000
March 2001 86,000
4pril 2001 n.0@
May 2001 69,000
Jutle 2001 70.000
July 2001 6&000
August 2001 72.000
S@t€mbq 2001 81.@
October 2001 74.000
NovEmber 200 I 97.000
Decenb€r 2001 l13.@0
Jsnu8ry 2002 E0.0@
February 2002 70,000
March 2002 71,000

C. Tretd A[alvsls

Ernst & Young p€rformed a detailed tend analysis il the repon titleq -Med,cal TFnd R€,pon _

Octob€r, 2001". This repon iacluded a detailed EEnd and;is ofiEie experience Uy meaical
category and whether PEIA or Medicgre w8s primary. Based on our most reca! expenencg we
bave adjusted these assumptions to reflect claim tends that were beuer ihrn q{p€cted for medical
claims a.ud- w91e thao exp€cted for prescription drugs. The program fu Eost rcc€ntly
1p1_r€nced relarively llar Eeod for medlcal cri;-. *Ui Veaicq!dsp;.",y. The Cent€rsf:I Md:*_gg Y**id-sndies (CMMS) hr" ,""*try,"a*J p4sial-ni-Uuscment tbrr
ryuc€s-$_e PEIA liabiliry for these claims. In additio4 nedicel ci,i-. exlertence for insueds
:o:: lElo T ry--Ty ry been stigbtly fsvorabte !o the plaa prescripitr drug E€ods bsvo
oeen. lllcleased signific€dly for iuureds where pElA is prinEy. The previous 8s$med trendwas inqeased by 4% based ou the most recqrt aosl)€is. It ehould be lot€d thst ther€ i5 80Eeco[cem regardilg tbe conect identific€tion of ctailos as Medicsre or Non-Medicqe tbat is
g-I-*ry b.i"g irvestigared. Becarse of the curre,lt rqid cbrnges in reiEbrnsEm€d issues for
fES E*" & Young will update rbe derailed rcporr ii tn" *iqg ,".rn" The most res€at
trend assumptions that resulted from the curEnt anilysis are suonariea in the folowing ctart

Erosr & Yorrag LLP
Pqe 5
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h addition we have assumed rhrr ftods will be increase by 0.5% ia each successive Fiscal year
begiruing i! Fi6c€l Year 20Oa.

At the Firance Boad's requxt the baseline trend assuuptions bsve bee! estsblished to reflecr
the most likely or oeected trends In order to provide fuformsdon on the impact of varying
Eend assurptiong rwo alteEadve trend scensrios werE developed- The Optimistic Scenario
lnclrpoEtes fend assu&ptions 2% below the Basetine scenario @d the pessimissic scelado
ucorporates Eend assumpdons 2% above the Baseliae Sceoario.

The chfft below smmarizs the trsnd results obsewed for tbe plan using dara through February
2002. It is imponsot to lote tbat these tends &ave zar been adjusred o rJneci savings as a rcsuliof the 

_drug rebare program or the claim ."Gffiu" to 
"n"ngo 

i" pa"ioa" reimbuseru€Nrt
methodologies nor changes in tbe beoefit structure. In other wlrds, tle OZ trena ildi.ared in
Fisc€l Year 1998 reflects tbe reducrions in provider reirnUursem"nt, not-the unaertying grcss

31.91::,:t*er !o I Ool0. Adjustmenrs for these changes have [n nua" sulsequenrly as
an acJustrnent to the goss trcnd assumptions.

pElA Htstorlcal Trelds

Fisc€l Year 2002 Fisca.l Year 2003

9!4q rvpe
Trend

Assumprions

Trend

AssumDtions

Non-Medicare - Medical

Non-Medicare - Drugs

Medicare - Medical

Medicare - Drues

9.50/o

23.O%

7.0%

2t.@/o

9.5%

23.0%

7.0o/o

2t.@/o

Non-Drugs Drugs

Medlcare No!-Medlcare
Plar

Total

2%

\%
l@/o

6%

7%

t5%

to%

V/o

8%

4%
22%

t3%

Flscal

Year

Trend

l99l
t992

1993

1994

l99s

1996

t99'.1

1998

1999

2@0

2001

2002

Medlcare

6%

t%
2o/o

5%

5%

I2o/o

3%

4o/o

4o/o

9o/o

60/o

4%

20%

150/o

t2%

l5o/o

70/o

8%

t50/o

-t0P/6

zy/o

2oo/o

25%

20%

t8%
3tvo

t9%

4o/o

22%

-14%

370/o

24o/o

Non-Medlcsre

lo/o

t2%

8o/o

30/o

9%

l2o/o

t0%
-3o/o

30/o

4%
t9%

t0%
Ernsr & Youg LLp
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D. Clalm. Expepse aEd Rel,ertre AssuEptlotrs

Using_PEIA pard clsiin.dab drcugb February 2002 for medical claios and for prescripnon drug
clauns, average aDnual.ized ilcurred rmit claim costs w€re developed for type of coverage ai
shown h the fouowing chart Emst & 

-young 
has developed tl" cfain cos on 8n sdjusted

:T::T_b:::tl:11S the respective sredibility oi each clain category. For enarplg Fescriptionorug..'r'rrl< arc ge[emlly paid in rhe month of incural and the mos rcc€nt i[q[Ied molths arecredible. conv€rs€ly, medical claims take longer to be paid so rh. ,o"t-rorm ioa,or"a ,ooo"are not credible. Th9 adjusted oeosurc bs8is-weights the claim coa unaer o* _".""g" ,j""based on obseryed differences in hea.ltb^care cost. For exerrTle, lmd€r this Bethodolos/ si[gle
:_"tr:[: _:^: -y.ven 

a weigh! of t.O exposure, whereas member ad cbildra coviges iregvEn a grealer wergbturg b.s€d on hislolic€l cxpected hEalth cqe cos relatiorships. h should beo9q thut rhese weights bave been adjusred for this ,.e"ri- *n;;;lilroges U the cosrelationships have occured The values tha fono* are thl assmJii i-oz "t*, "o* 
po

adjusted q(posue:

Redred

Medlcare Ellglble
Nor-Medlcsre Ellgtbte

$14530

s142.63

$112.42

$227.70

$41.76

$39.13

$13338

$70r8

llf""y,,-::_:::._!:ajt ,: projecr claims based on rhe lotal cost trEnd assumptionsq$-u,rs'u m rne prE'4ous paragapbs. These projected ctaims in rhis repon bave b€€n aa;ustea rcrcnect aU changes that bave be€n fornally approved by tbe Filanc€ Board tbrough Merch 2OO2and implemEnted by PELA malragemenl-

Proje+ed plan rwenue6, adminisfative expelues, life insurance premiuns, aqd the amoud to b€spent-on.wellness progans werc Fovided by PEIA, Ifiq6t in-i"Eil*uy 
" *"r"a aeach.tund ba6€d on reserve lwels for each funi. ft. ""l d"iro co"s ;#Lue ao nor ."fl."t

*_99:*" firnd thar allows the Director , qprd lirni;;;iiJ"r n a" oo pt ncnaDges wrthout additional prior Finance Board approval.

re
Nor Dngs

ErDsl & Young LLp
Poge 7
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Additional $are revqrues are bas€d on tbe current commitment rEceived ftom the Governor in
2002 and bave been approved by the legisls0re through tbe end of Fiscal year 2003. Fuurc
starle revenue incre€ses will Equile legislative appropriuion- Additional locsl €ency reverue
represenB prEEiuE increases !o be charged o locai agencies. Additional ernptoyee co[tribulions
repressnt employee prcmiuEs paid by active employees of tbe stare Fund- Addirional redreepre@rums repres€[t pr€rniums pald by rerirEes either directly or tbrough Sick and Annual Lfave
credlts.

In additiorl-PElA Eaoagemert bas sssumed that the Reriree preBium Assisance pmgraur will
€Iow as ! direct rEsult from the required retirce premium bcreases in tbe Financial it"n. ft.pro^gram s cosr rs culen y projected to gow fron $1.3 million in Fy 2002 ro $3.5 million i! Fyzuuo, oaseg on the s-ubstalrtial iqcreases in retiree Dremiuos.

E. Provlder Relmbursemert Chaue€s

PEIA maoagenent has readed !o the qne€ing treuds experienced by the program i.u Fiscal year
?091 with adjustoe s ro Fovider reim-b;qnent. ih*" A;il#; detailed iD thefollowing chan with effectivi dates and expecred savings ro Oe p;g;

AdlErtment

Leatienl Hospiral - Move !o Staldr,ide Sb.Edrrdized payn d

Outpsticd Hospilal - I.trcrEs3e Dbcoud fiDe 42yo to 45olo

RBRVS Tecbdcal Correction iscludiDg RVLI5j6yo Reduclio!

Professiolal S€rvic€3 - Al!3rhesi.s - RBRVS RVLI ,ed crios of$1.S5

EfIeldve F{2002 Ff20O:3

Date Sevher Sqv|lsr

8/l/2@l $ 920,@0 $ I,O&),()&

l0A2@l s 300,000 $ 430,@

t0/12@l s2J50,@ $ 3.670,@

10/12001 $ 150,@0 s 22o,ooo

Source

Flscal Year

200[t

Flscal Year
2M4

Flscal Yea!
2005

Fbcal Year

2t06

AddhloBal State

ReYerre $37,000,000 $42,000,000 s40.@,000 $4E,000.000
Addldonal Locat

Agercy Revetrue $8,100,000 $8,@0.000 $6,000,000 s7.000.000
Addftlonal Employee

Colf:lbudotrs $r4,700.000 $ r 4.700,@0 $16200.000 $16200.000
AddldotraI Retlree

PreElums $4,000.000 s6,000,000 s7,000,000 s8,000.000

ErEsl & YolEg LLp
Page I



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

Efiecdvc
Drte

FY2002 F12003
Sev'!6 Savlns3Adlustment

Prescipion Dmgs - Move !o EpN Nerwo*

Other: Dl,lE, A.mbulr!a., SFcjalry Hospilafs

Retcpectill ClaiB Adjl|.sllldt for clobdl ptud

Tralsfer ofoverage fro@ l7o Rcaede AEDunr

Other Mjr.rdreDtr hcludiDg:
I .) Utiliztion MslAgetl]lor Comscr AdjlllEeIrl
2.) MiscelrleoLs Provide! RriEburr€loed Mo,iifi -adons
3.1 Othrr Veidcr ConEacE

Totel Prol€cted Savtlgs

9/12@l $1250.000 $ 1,t0,000

lot,200t s 380,0m $ 540,0@

742001 $zq'0,0@ $ 2,t60 0@

7/t/2001 $ 8@,000 $ t60.000

l/l/2@2 $ 250.@ $ 540.@0

$-60a^@) lll2?0-m0

In addition to th€se cbanges, rEcetrt l€is.lation has ,nFn.rate,t thal pElA will reduce hospital
expenses by approximarely $12,000,000 begilt|irg in Fy 2003. This wil be offset by the loss of
oe.an'rol direcr transfer ofapproximarelyS5,gd,oo0. west viryiuia igle expecs suusuotiar
savrngs begimhg in Fiscal year 2003 as a result of ib pqticipati; in RXIS, the multi_sare rtrugpuchrsing initiarive and these projections assume a S6,0Od,@0 mual s8vilgs b€iming in
Fiscal Year 2OO3 .

FISCAL YEAR 2OO2 FORECAST

The financial foreca$ for Fiscal year 2002 under the Basetine SceDsrio is auacbed ir Appcodix
}^jf :.td:: pwpos€s we have anached rhe five Fsvious p-;Jons for Fiscal year
zuuz Deguuung wth the December 2000 Financial ptan and ending witb the December 2001
Finalcial Plan adopted by the Board. Tbese pmjections ce U" f"""al eppenair, S.

Key trend assumptiols for the Baseline Scenario can be foud at the bocom of €ach 6scal yEar
ry^Jgg1 The updared Baseline forecas for fiscat Vear ZOOZ, prolJJaccmea rweaue of
$43l,@7,776 aod incurrd plar expenses of $449,960,975 o p,JG u-n"*f ye€r defisit of
9!s:Sr:OO. The Fiscal year rteficii was originaly projeded to-be St,086,467 in rhe DeceoberFlalcisl Pla! bss€d on rcveuue ana expense airi,i-"e! Ocoib;--Tllls deterionrio! of
$10,267,000 rl'es tsrgety based o! a $9,20d,000 m9,** in il erojG ;:p€os€s. This chroge
is Eade up ofa 56,100,0O0 increase in sredical ct,i,ns,8 $7,@d,Odl inceaJ-b arug clains, buwas sooewhat ofs€t by I $IJ0O,0OO decrease in the fvfoagea i:are Cqit"do*. As a rEsrlt ofthese cbanges Fiscal year rEsulrs in tbe Sure Fuad dr-*; n". 

" 
Jfi;of $4,4@,000 !o adeficit of$16,100,000, while the Active Local Fuod iuqeased from a rbfiJi ofSs,zOO,OO0 o adefsit of$2200,000.

Erlsr & Yotrtrg LLp Pw9
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Under fte Baseline Scenario, Fiscal Year 2OO2 is Fojected to eDd with a reserve of ,659.896.
Under the Optimistic Scenario, which assumes lElds 2% low€r thatr the Baselite Sceirario, the
ending rcserve is expected ro increase to $50J68,931. Under the pessimigdc Scenario, which
assules rends 2% grearer thsn the Baseline Scenario, the endhg reserve is expected to deqease
to 542,970,032. Please Bote thar the altemative scenarios are !o lorger atrached ro the r€pon as
requested by the Fitlatce Boad This modificalion was made in a! anemDt to achieve some
brevity to the rcporl

FISCAI YEAR 2OO3 FORECAST

The financial fores$ for Fiscal Year 2@3 utdef the Baseline srensrio is pres€nt€d in AppendixA The Baseline forecas for Fiscal year 2003, projects accrued revenue of $490,947ji1 and
tnc_urred plan expenses of $488J43,149 to produce a fisc€l year $Eplus of $4rt&l:88. This
deficit was projected to be a $8p45,933 surplus in tbe December Finaocial plan.

Under the Brsethe Ssesrio. Fiscal year 2003 is projected o end with I reserve of$49,0fl,185.
Under tbe Optiuristic Sce!8rio, the endi[g rcs€rve t expected to incr.€se to $64,074,gg6 and
under the Pessie.istic Sc€Dario, the Ending r€s€rve is expested to decresse to g33,951229.

FTSCAL YEAR 2OM FORECAST

The financial forecas for Fiscal Year 2@4 under the Basetine scanario is presented in Appendix,d The Baseline forccast for Fisc€l yq 2OM, projects accrued revenue of$56e,686,i30 and
incurred plan expEns€s of$553,139.199 to produce a fiscal year surplus oi$ltJ4z,76l. This
surplu wos projected !o be $14,658,124 in'rhe Decenber Fitr lcial plar; bowwer the cunent
revenue projecrion is appnoximately $2,600.000 less tban the prior projectiou

Under the B'celine Sceoario, Fiscal year 2OM is projecred !o end with a reserve of$60,611,945.
Under the Optimistic Scenario, the ending reserve is expected to in"r*"" to $96,81g,687 and
undEr the Pessimisaic Scenario, the ending reserve is expected o decrease to $23,707,693.

FISCAL YEAR 2{)O5 FORECAST

Tbe firancial forectst for Fissal year 2005 under tbe Baseline scenario is presented in App€odixA. The Baseline forecast for Fissal year 2@5, Fojecrs acqued ,*** oisosz,tZS,sfS *O
mcuned plan expens€s of $630,836J26 to produce a fiscal year surplus of g6J39.613. This
surplN was projeded to be $6,659,557 ir tbe-Dec€nber Firan;8l plan-

UDd€r the Baseline Scenario, Fiscal year 2005 is projected to end with a reserve of$66,951J5g.
Under the-Optihistic Sceirario, the andrng rEs€rve is expecred b i&rease to Sl37,Ol7,lg0 Ed
uader the Pessimistic Scenario. the ending reserve t8 exp€sted to decreas€ !o ($5J5g,759).

Eltrn & Youlg LLp
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FISCAL YEAR 2OO5 FOR.ECAST

Tbe Elancial forecas for Fiscal Year 2006 undE! the BaseLine sceDrrio is Dres€nted in ADDErdix.d The Baseline forecast for Fiscal Year 2@6, prcjects accrued revenue of$719,604jd8 and
incrEEd pl8! expanses of $724,796,601 to produce a fiscsl y€r deficit of g5,192J93. This
deficit was projecred o be $7,686.896 in tbe December Finacial plan

under the Bsseline scenario, Fiscar yer 2@6 is Foject€d !o end with I rEs€rve of$61,759265.
Under the Opdnistic Sce.nario, the eading rcserve is esp€cred to incrEase !o $1g1.950,676 and
under the Pessimistic Scenario, &e en ting Es€rve is sxpected to dEqrease !o ($63,g56,964).

It should be loted that under the Baserine scenario tbat the rrrrqted ead.ing reserve does nor meet
rhe l0% ofplogram expenses as required by the pElA $alrre-by rh" r-o,it of$10.220j95.

LTTIGATION

The forecasts preseatd il the afiached bbles do not conremplue ary additiooal rsvsnu6 or
exp€oses to be genqated fron litigation activities

DATA CONCERNS

l. Tbere coltinues !o be a Foblem identiSing lon-Medicqe claims for retirees whose
ple'nlums 8r€ tbe obligarion of their prior FTloyiDg unil Additionally, the rcdlee
ellrollment data nesds !o qccurately iaentiry Oe retiiee as formerly a ioll or stare
emDlovee.

Changes rn th: €oTlbrent sJ6tem bas resulted in increased difficulty for PEIA !o rcport
accuralely and consistently the number ofcoverages ulder each courr"g" -tago.y.

2.

SUMMARY

We. are forecasthg thar the Plan will cottinue to bave modest $qlus€s though the projectionpaiod ending witb Fisc€l Year 2006 usirg the Basetine assunpUoi". argi-irg io fi"ol V*,
2006- PEIA wi[ Dot meet the rcquircd l0% reserve tega and tUe filanilsodd nay crant to
:Pi:.ir":*l: r4o!s. Thes€ suplus projections are based on signifceot rweoue iucreasesprojEcle{l by.PlllA- aod arc contingent on legislative approval These forecasts re based on
assumptroDs nrctudrng the estimated cost strd saviugs ofplan cbanges, exp€cled Eeod lwels md
exposure levels. The condnued elnmllmmt claages oftUe , ij A ,pd""", cnages in

*::t-$*y urd bospital provider -ir$il.-.nq p.*ib;-"t-goii, -"thod.r"-ry "f.*gq *T prenium c{.lculatiotr; md chaoges in the presaiption O*g p-grro, 
"", Ue

expected !o fifiher exqceftare &e ditrculty of projectiag fiitne Diedical oi dnrg c|'i,n lwelsad lags. These Fojectioos do not incorporare -i-ti"ip"r"a "eot ofnationat or *ate h.alth
care reforE, such as Medicare and Medicaid reforo- as nrcb, acoal ,€st ts dsvi-i,g eoE those

:o,:5^lTlTq.T th6e pages should not be unexpecr€d. wirh the advsnt oia 6ve_yeaproJecuo!, lt should be 83$med thlt colstart modifcatiors would be required-

ErDrl & Yo!'nS LLp
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APPENDII A
BASEUNE ACENARIO

WEST VIRGINIA PI,'BLIC EMPLOYEES INSURANCE AGENCY

FINANCIAL FORECAST

FISCAL YEAR 2OO2

PERJOD 7nr00l - 680/1002

EmdoFr PrqrrJms. PpB
EInCoyBr PrEmbnls - MCO
EmCoys€ Prontnrs . PPB
E npl6F€ PrBmtudle - MCO
DI€cl TrsrBtB€

Rotr€€ subtdy Rev6ru6

s 35,784.74:|
281€,759

273.67

34o250

0 39218.708

$-
p@.@
1.448.8t4

2214,@

38,605.4€3

$ 262852501
42517217
30.4II].1S

5,8@.000
27c2,447

3,178,6@

$ 355.783.@l

s 28a,4:17.334
45.E36,978
12388,468
10.845,084
5,8d).000
3.(F8,403
2214,ffi
3518.E50

$ 4,:t1.807,26

tt'|adiE€l Clo&ng
Pr@.ri@n Drug Cleirts
l&nsg€d C€rE C€pnauorE

R6t!€€ AsslgisrEs prcgram
DlroctD:'s DbcrsdoftEry FuDd

obl E Fora€!

2857,@

2030.558
1.479.1@

5@.583

15.198

s 2v7j@,

@38a985
49.@.821

3340.511
1350,@8

147.74A

1.@,0@
81.815

18283U

E 1a1254,8s?
z@7,837
4r,4r8,$1
135/0.806
4,43€,472
t.m,@

123.1&3

$ 2$,S0528S

s tto,7u,a7a
i@.07s.0s5
4{I800.@0
18,4@.@1
5.@7.@1
1.@.@
r 3@.000

2tb.000

S 4,.9.880.975

Endir8 Plan Rsorue

e2ng,u1

4.885.084

297a,043

80,128,O12

43t83.853

(18.3s3200)

85.013.G1

48,85S.8Sa

Loa€l&&ryRarvra S
Slsts Enploy€s p,embtra SRstrEsPrantums S

Bvt€3 lrorn 8€rdt Rsdudorts $
4r!er ot N8t N€tr R6drB6 1.(rF
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APPENDIX ,r
BASzuNE SCEMRIO

WEST VIRGINIA PLtsLIC EMPLOYEES INSURANCE AGENC}'

FINANCIAL FORECAST

FIS C AL YEAR 2OO3

PERIOD 7nl2002 - 6/30/2003

EntCo)€r PrBnlurB - PPB
E nCoyBr Pr€rrlturrls . MCO
Ffidor€6 Pramtunrg - PPB
EmploFa Prsnturls . MCO
OI|8d Trsrdars

Rstkss Subtsy R6veru6

s 4t2S3.101
3.411.,O1

177,946

u4250

s 47.2.@8

s.
38.7133i3

1,751,434

2-48!,4m

423452O7

S 2a4.eg,1
47.848,817
51,U4,174
1219&tt1

1.88&376

3.178.8Im

s 400.79533

5 327,818.0€2
51258218
90.0'|,531
13,S50.005

2.W.Q1
2,&0,4m
3518.850

s 490,947.437

Msdical ClairtB
P.Gdiptbn Drug Ctatms
lranag€rl C€re C€pftaiorB

Retre€ AsBBbflcs prDgrsm
O!€ct rs DbdEto'lary Fund

24.58E.405
7.381.4@
2.1ei44
1508.752

s35,0@

155274

36.311.437

70.a70.7E1)

58,5-l'2-8S6
3588,94
1,gn,m7

470,133

1.e50.@0
@f .915

r36.9:]a.849

s i89.975,413
60,42,603
44.111.1@.
13,U2.2
4.661.e56
1.@.@

1216.e08

5 315284.8@

$ 285214598
1m.441.m
48,842.000
t8.28.@1
5.888.851
r,@0.@0
1.850.@0
2.000.(X)0

$ 4€8.54ir.14S

9S3.857

2g76,u3

3.8€9.9@

1.41O.4Q

d,.983.853

4s:84284

2.444:€a

48,859,8€8

4S.@4.185

Lo.€J Agancy Rdrerllo $ 8.j@.0@
Addltoml Sbrs Erlptol/e€ prErlllrtts a 14.7@,(m
A.klidonat R€lras prEntuftB $ 4,000.@
SsvrEs ftDm R€bnbutsernsd Charq€3 $,,:1r, ttE@l8€rnsmcharq€3 5 15.0(tr,@

or Nst N€l, Rstr€6 1.m0

HsE@gsoh A@/o7.t% z.c%
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Fr-ENUIA A
BASzuNE SCENARIO

WEST VIRGINIA PTJBLIC EMPLOYEES INSURANCE AGENC}'

FINANCIAL X1ORECAST

FISCAL YEAR 2OO4

PERIOD 7n,201I1 - 680r20{X

KEY ASAUUPTIONA

EnColier PrE &rB - PPB
EmCoygr Prsrdur8 - McO
ErnCoy8o Prdniuna. Pf,B
EmCoy€a PGlrdlrls - MCO
DIr€d Trard6r8

RaftEa SuHdy Rev€rue

s 50,708,7&t

'*"7
21LW9

ao29
$ 5525./.601

44,918.619
z12W

2-n4o,0

51,817.45t

$ a273j75

8.2157
15,@JS2

3.174.4@

$ 2L7.811,84:l

$ 90.s81,Sr8
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110,138.976
17.143,180

2A3SU
27m.070
3,518.850

s 5A4.888.€80
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28.sS.619
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3.8&231
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s 1@.745t87

$ 28544.370
7:t.5S8.?t
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4,8€4.730

\m,@7

5 351.709.1:18

s 314285,q?
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17564.401
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1.(n0.@
2.1d).@
20m.@

$ 553,139,189

11.ru.r84

2837.40:l
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8,507,303
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43,39,284

54, r04,S4:l
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@.611€45
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BASELINE SCENARIO

WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY

FINANCIAL FORECAST

FISCAL YEAR 2()()5

PERIOD 7n20& - 6B0r20t)5

KEY AASUMPTIONA

R6\r€rErei
EnCoyar PlBrnljr'l3 - PF,B
EmCo)€r Pr€ftlunl8 - MCO
Emplold€ Premtunre - PPB
EmCoF€ PrBmtunls. MCO
Dk€d Trslafars

Retr€a Subtdy RsvBrus
Adr n&€tire F€€6

s 827Os1Oo'*Y

289.870

3/!25o

$ 61.334,@

$.On,Orx2
2.538.985

3,111.4t8

41.7 ,425

354,5't 1.445
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e8i4.005
3,111.438
3518.850
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iredE8l Cl€h1s
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BASEUNE SCEMRIO

WEST VIRGIITIA PUBLIC EMPIOYEES INSURANCE AGENCY

FINANCIAL FORECAST

FISCAL YEAR 2OO6

PERIOD 7nl2005 - 680/2006
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APPENDIX B.I
Financial Plan tor Fi.c.l Y.er| 2002.2005
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TABLE B
WEST !'IRGIMA PTJBLIC EMPLOYEES INSIJRAJTICE AGENCY

INCURRED FINANCIAL FORECAST
FISCAL YEAR 2002

PERIOD 7/l/2001 _ 6/30/2002

M.drLnNoDEr. 1/09.
No.M.dL.n]l.dtEF 

'nAMdr6n DEF t7

MrDfd c.F C.rnrdlD

l,.rd
Fuid

lrcd
Fud

Rltirr.|
hlld

Sr.t!
Furd

PEIA
Tord

A..r||d Prlmi@ - lnd.Eritv JO s27.5A6344 s35,791,240 $23 r.94t.96t s 295,326.552
Ac@ed Prc'nlrE - McDrqtd Car. 4,t2t.t57 r,9t9,553 75,552,6t3 E2J7t.033

Ebployc. ColElbutioDt - hdlElirv 0 283,t24 0 30,190,19t 30,47l322!.E oyee colE butio[ - M.lrlcd C$.. 0 4,706 I5,941.t27 15,9Er,t33

R.tire Subridy R.rtru! 1.355,071 0 0 0 1J55,071

R.tircr Aliirt rc! ProlrlD 0 0 t,032,723 0 \.032.723

Cl.ilt - ldde@irv Progro 0 23.204.74 \6242.t39 191,35t.676 330,tot,55s
CrpiEtio$ - M.rig.d Czn 0 4,102Jr6 67,E3EJl2 74.E60.000

0 1,4822n 1Js2,863 t6.431.171

0 412-&4 4l5Jt4 4,l lE3E5 5.005J 14

Dlrcr.tioqry Fu|d 0 l4l,8l9 66t,052 I,t88,129 2,000.000

0 0 0 2,129,4fi 2.129.4ffi

R.tiE Subridy t,944,t16 1,t25,t92 (t5,032,525) 76,951,2s6 0

ri.d TEDir.t d RaircG Chrrg. l<la r 0J\ 0 0

FTSCAL YEAR R.ESI]LTS

DEGINNING PL{N RXSE|Ir/E

ENDING PIAN R.ESERVE

y)

M-6-000)

aia!,!!!)

(s2,67t981)

5 8r. 4q1

M!!

s0 (s4,104,?33)

56 r$7164

&2J&6u

(s6,?&t,714)
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APPENOX 4.2
Dcc.hb€r 3,t,2000 Ourncrty R€pon

TABLE B
WEST !'IRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY

INCURRED FINANCIAL FORECAST
FISCAL YEAR 2OO2

PEI|]TOD 7nt200t - 6t30t2002

No!M..!.e Nodtiql

Mr!4.d Ce Clleltrob

t0J'.h

193y.
l7S'/.

TerDiDalad
Ircal
Furd

Ircd
Furd

REtlraat
FuDd

sl|te
Fu!d

PEA
Toral

A.crued PrlEiuo - IDdeDdA $0 s27,7E5.E59 $34,625,7U $233,621,983 $ 296,034.567Accrued PreDiuE - M.mred C.re 0 4,863.956 r,924,774 76,091,563 r2,886,29i

Epployc€ Codtributiors - IDdlEritv 0 285.1t2 0 30,1t1,942 30.603,124rrplolrc Crprriburiori - M.mged C4r 0 41,002 0 16,008,5?9 16,049,5E1

R.llre€ Subridy Rlvcrue 1,626,0t5 0 0 0 1,626,0E5

R4lire€ Assiltsft e progrrE
0 0 r.300,000 0 r,300,000

Clrims - hdeEntry pmgr.E
0 22,509,009 t12,272,361 197,585,871 332,367,241

+x-nv!. - rrulBco qre 0 4.102,3r5 67,8J8,3t2 74.880.000

Ad.EidirtrrtloD 0 I,482,27E 1,352,863 13,599,332 t6,434,473

Life lrsurifte 0 472,694 415,334 4.118,285 5,006,3r4

DiicrerioDrr] fuEd 0 143,819 668,052 I,188.r29 2,000,000

Wcuoels ProFrr! 0 0 o 2.t29,4& 2,129,460

R.tiree Subsidv 1,875,382 6,924,339 \83,5$,427 ) 74,1fi,?05 0

l,oc.l Ternirar.d R.rirc. ChrrE!
0 22&&l o

FISCAI TEAR RII|ULTS

BEGINNINC PI,.AN R.ESERVE

U{DINC PLAN RESRVE

s0

1616 000t

6e6-0!Q)

(s1,515,645)

7 814 r50

I!.;lJ.!,4i

s0 (s5,402,t93) (s5,9r?,838)

80,345,771
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TABLE B
WEST VIRGINIA PUBLIC EMPLOYEES INSTJRANCE AGENCY

INCURRED F'INANCIAL FORECAST
FISCAL YEAR 2OO2

PER|IOD 7 I 1 t2001 - 6 I 30 DOO2

M..rf& NolDrqr t.,nv.NolMr.|leNonDrqr aty.
!,'r.dcrE Drq. t9j%N.lIt.lLeDE& |
Mrat.d Ce C.tar.dob

Tcrniritd
Lcd
FuItt

Locrl
Furd

Rltlr. t
Fuld

Slite
F||Ed

PUA

4rued P!.oiuE - hd.nDtty s0 s2?,7t6,E59 s34,625,725 s2l3-621-981 s 296,034,567eccrucd Preniun - MengedE 0 4.t63.956 1,924,774 76,097.563 82,r86,:91

Enploye€ CordburioDr - bd.Eaity 0 285.182 0 30,317,942 30,603,t24EEdoye Corrriburiols - Irlr"rgeCG,e- 0 4t,002 0 16,00E.579 16.049,581

R€ r.€ Sublidy Rrverue 1,626,08J 0 0 0 1,526.0t5

Reri.ee AtshtrDce prosra[

Claies - hd.matty prograr

0 0 1,300,000 0 1,300,000

24,244,372 118,918,680 200,49E.281 343,66t,333Crpitrtiopr - Mrr.g€dG 0 2,939372 4,102,316 61,83A312 ?4,E80.000

Adoirlilrrdot
0 1.482'27A 1.352,863 13,599.332 16,434,473

life hsurarce
0 472,694 415,134 4118:16 | 5,005,3t4

Discreiioorry Furd 0 143,8t 9 66E,052 I,188,129 2,000,000

Relire€ Subsirty

0 0 0 2.129,4ffi 2,t29,460

1,875,3E2 7,487,739 (n206,746) E0,t43,625 0

lrcrl TerDirrr.d Rdire. Chirg€ (24q 197\
0 2$Je 0

FISCAL YEAR RESULTS

BEGINNING PLAN RXSEIYE

E{DING PLAN RT^SRIT

s0

(616000r

6!2i.!!!l

(s3.8 r 4,408)

8.89.!$

$0 (st4,397,522)

I3!!9i:r

(sr8,211,930)

65.026.199

g6.qL&t

Atbblhrta ErFE. SI%
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TABLE B
WEST I'IRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY

INCI]RRED FINANCIAL FORECAST
FISCAL YEAR 2002

PERIOD 7/12001 - 680/2002

NolM.dlEE NonDrqr

M.rcSrd Ce C+[.dd

TerDiriteal
Lc.l
Fund

I.ocrl
FuId

Rarirc€s

Fu
Strtc
Furd

PgA

Accrued PreElun - IrdebDlty s0 s34,167,973 s36,215.761 $261,589.540. $ 332.573.274&croed Pr.Elum - Mnsscd Care 0 2,as6,442 1,404,564 43,1?9.31? 47,440,373

@ploy.€ ContnbutioDi - rDdedDity 0 398.t69 0 40,5?6,193 q,975,062
qtrploye. Corrriburtodr - M&ared Cr,€ 0 ll,E48 0 9,764,064 9.??5.911

Retir.€ Subridy R.verue 1,626,085 0 0 l-625.0E5

R.tiree Alli3rroce progrrE 0 0 1.300,000 0 1.300.000

tl.ipr - ltrdeEdiry p.ogrrE
0 28,671,500 ?:0,409,244 363.001 721qpitrtiors - Murged CNr€ 0 2,408.123 |,142,24 44,449,631 48,000,000

Addiristrariod 0 1,4?9.159 1,350,026 13,570,80? | 6,400,002

LifelrsurrDce 0 500,196 439,674 4,359,636 3,299.706

Dhcrerionary Futrd 0 143,819 668,052 r,t88,r?9 2,000,000

0 0 0 I,000.000 1,000,000

RElire. Subsidy l,E?5,382 1,614,595 (81 ,202,645) 7r,652,669 0

Local TerEirlted R.riree Gsrge (249197\ 24J1E 0

FISCAL YEAR RESULTS

BEGINNINC PLAN RESM!'E

B{DIIiC PLAN RESR!'E

$0

(626 000r

6!a{.4!!)

($2,166,589)

8,t1ll2l

$0 (s1,746,186)

50J4r-0u

$!4S{.I2!

($4,612,775)

55,0r3,096

I{llsllaI
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WEST \'IRGINIA PIJBLIC EMPLOYEES INSURANCE AGENCY

FINANCIAL FORECAST

FISCAL YEAR 2OO2

PERIOD 7/1/2001 - 6110/2002

KEY ASSUMPTTONS

Actlve
I,ocd
Fund

n!dra..
Furd

Slrta
Fu!d

PEIA
Tot l

Ehploye PraDiums . MCO

RciE Subsdy Revcnu.

s 33,795,766

2,775,650

3E7,721

I lJtT

296338

340250

s 37,66248

35235,S44

1366,550

r,526,085

38:28,489

t, 254282301
4t,973,148

39,412,739

9J9lJ t5
5,000,000
2,93t,455

2E8,079,0?3

44,749,798
?5,066J l0
10J69J92
5,m0,000

1,526.0E5

3JtE,850

432,137J01

232t0394

2,408,r23

l,5t 7,0J0

-500,396

158250

33,527,988

65,774,t34
47,59t,554

t,142240
rJ84,J99

439,674

1J00,000

525284

u9257,5t6

s 174,132,n8
17,762,091

44449,537

t3,9t8J5l
4J59,536

t,000.000

1216.455

287,43E,19s

2U,7 t6,s35
101,0E7J26

4E,000.000

r6.E20,000

5299,16
1,000,000

1300 000
2,000,000

440223,76t

Rerrc€ Subsidy A ocarjons J 7,?36,4t9 $ (8 t,029,0971 s 73292,618 s

Bcdnninr Plan Rescrv.

E dins Pla! R.sdc

(3,655,t58

4,E85,0t4

t229,926

(1,4313 t0)

50,t28,012

55,695,702

I (t,ot6r67)

65,0t3,095

56926,629

Additiotrd t catAgocyRcvare ,
Starc EEployc€ prElnrurhs $ ,

Savings fiDm Bcn.fit Rcduc[ons S

lddilrl
n.eh t

E PE.t Ut/tt/200t
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Hard Decisions for Employers as Costs Soar in
Health Care

By RIED ABEI,SON

mployers arc bracing for their third year in a row of doubledigit increases
in bealth care coss, accodi[g to indusEy consultants and aralysts. The

sharply higher coss could lead many employers !o offer fewer health plans,
rcduce what they cover or shift more costs to employe.es.

Comparies will probably face average increases of 12 to 15 percent in 2003,
compared wift a prcjected inrease of 12.7 percent this year, according to
pEliminary estimates from Mercer Human Resource Consulting, based on early
discussious some employers arc having with insue$.

But costs for some employerB will rise much more sharply. The Califomia
Public Employe€s' Retirement SysterD, known as Calpels, arulounced yesterday
tha! premiums for the heal$ maintenance organizations it uses would increase
an average of 25 percenr and premiuEs for other plans would rise arcund 20
perc€It.

Some other large employers are being asked to pay as much as Mce what they
had been paying, and inqeas€s of roughly 25 percent are corDmon, said
Kenneth Sp€rling, a consulant with Hewitt Associares.

Slill, sm,all companies wiu probably face some of the largest incfeases,
according to health carc expens. If Femiums for Calp€Is, which Fovides
health insurance to about 1.2 million shre and local employees, dependents and
Ietirees, arc inqeasing by 25 percent, "we'U be secing increases far exceeding
thar for small businesses," said Peter I-e€, the presidenr of the Pacific Business
Gloup on Health, an employeG'group that negotiates witi health plans.

The steep inqeases could lead many employers to shift a geater proponion of
he€lth care cosE to their workers, some of whoE may not be able lo afford the
higher prcmiums and co-payrnens. Employeqs "are going to pay a lot more oul
of pocket, and we're going to see a huge spike in the number of uninsued," Mr.
Lee said

Many health cale experB predict that enployen could experience doubleiigit
cGst increases for the nexr several years.

'There is nothing on tl1e horizon dra! would cause Ee to thint that doubledigit

A lloor Iamo bat

over a room..

Sclentisls adopt NASA

'smad bed" sTeop

Atomlc accuracv in any

lnoredlble stick vac...

CIld to iL Fondeto !t9!,

h rF:,/www.nytimes.com,/200204/ I 8/businesvl 8CAR I .htlol ?pagews!ted=priut 4t 1812002
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Hard Decisions for Employes as costs Soar in tlealth carc
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"This is a national problem"' sald william Crist' the presiden! of the Calpers

board of admirustral on '

Si'uT,*,,l,Hl'i"ff ll,il$"xT;'fl'ff ;l''i"LT'l*Tfl :f"TSilH':;*''
'rake io address these issues'

',Idon.tthiBkpolicymakeIsnavewokeuuptohowbadthingsale,.'Mr.l-,ee
said'

t;r;.:-ffi *",f+r:e$ffi fl 5'm;;'#:ffi-''*t
through Blue Shield' Kaiser Per
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Calpen is also considering other alternalives, including a self-financed healttl

insuralce pla:r managed by ar outside coxqpaly.

o$er employers are expecred ro follow the example of Calpers and rcduce the

number of plans they offer, as long as they do not force loo maly of their

employees to find new doctors, several consulrans said. The employen'
decisions to drcp plars could, jn turn, force some insurers oul of business and

lead others to combine.

"The industry is going th:ough a consolidation phase, and this will accelerale jt

further," Mr. Sperling said

Ilome I Back to Busineas J se{ch IHelp Back ro Top
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Executive Summary

Introductlon and Motlvatlon

llistoricelly, tle southwestem quar&r of West Virginia has been heavily depetrded oq

the mining, plepaEtion, aad transport ofcoal as I basis ofe.onomic activity. Itr Ecent yea$, this

depearlence has been naaginally rcduced by lald8ble efforts to diveNiry lhe ecotomies of some

coloti€€, *ithi-q the overall rcgio!. Nonelheless, the sustaingd prodrctio.o of coal is still of
temetrdous iqportauoe to regiolal economics snd the coDoercial vitality of tbe Sbte as I
whole. Very fee,/ eoooomic rolcionships are, howevEr, static. ChaDgitrg conditioas in ths markets

h which rrr'est Viryinia coal is bought @d sol4 conbiDed with hctess€d concem.e regarding rhe

enviroDmeltal effect8 of moutaiatop mining may lead !o signi-ficad r€dqctioDs i! the quatrtity

of coal produced in southwcrorn Wesf Viryinia. Ttrese leductions will, itr turD, hsve pronormced

ad predicable irpacts on the econmies ofcoal producitrg countios.

The cuqeat aoalysis first dwolopc a raflge of sc€Darios that r€asonsbly c€ptur€s

foreseeable changec il cosl prduction withiq tle regioo. The study nest ars€sses the ecoaomic

iEpacts tEd€r each sc€nario h ord€r to provide policy-Eakers with the infomstion noc€ssary to

cope with tle ecorcmic, demoglsphic' and goveEitental chaUenges tbat arg likely to steo from

reduc€d cosl rnining activity.

To be clear, ths qrseot study ls rot a belefit-clst analy8is tlat coEpleheo.sively

evaluates the agglegats, StaE-wide (o! eyEn trdiolal) b€nefits of any particular policy, tror is it
loDg-run ir latre. Ilstea4 the @altsis presented here is ofered as a short-run plsming !ool,

developed s.ith the oxpectation th8t the immediate economic colsequedces sad r€sulting le€ds

of reduced coal prodrction are likely to &.U most heavily otr a Flatively srtrall numb€r of W€st

Virgini@s who live srd work in the ooal field region

The Study Reglon, Analt/tlcal MEthodology, and Prsdlcted Outcomes

The study regiou is copprised of nine southwestern West Virgioia cor'trties: Boone,

Fayette, Kanawh4 Ioga4 McDowelt Mingo, Nicholas, Raleigb, and Wyoming. Dsmographic

aod ecoqooic statistics surroarizi[g cotrditioDs withiq tlese couties are pmvid€d itr Table E l.
Fulrtrer hfomation is Fovided in Chepter 2.

E-l



After defiaiag the study Egion, the next aqslytical step iDvolved forccasritrg coal

production $,ithiq each study rcgion coutty ulder q,hat are viewed as bare-Lite conditiols. This
proc€ss is desrn:b€d at length ia Chapier 4.

Table E.1

Study Arca County
1957

Populaton
1997 Por Csphb

ln@mg
1997 Full ahd Part
Tkno Employmont

B@n€

Faye{b

Kanarrba

LLIcoln

McDowell

Mtngo

Nlcholas

Rrlslch

wyoEiDg

26347

48J66

203,t95

?2,t65

30J58

34475

27580

't89',10

$17,735

l596l

24489

lz8@

t3,82

t5

t4J43

t\421

t3,8t6

9,436

16J40

13434s

4514

7213

| 1,189

r0J08

36,612

72t4

This base-lins scenario does not simply rely oa bistorical fnoductioa levols itr odsr to

noduce estmates of futne ecolomic actiyity. To the connary, tho base-tiae forecast specifically

accormB for a qumb€l of ecooomic bctors tbst are cur.Ieotly af€ctiqg tle markst for strrdy

region coal. These iaclude:

. The degree to which more stingsnt cle& air staodards arc l€adhg electicity

prcduc€rs to substi[rte natqal gas and western coal for coal mhed withia ths

sfirdy rqion

. Ilcressed hteEatiotral corpetition from both Coh.mbia and Austalia that is

displacirg Wesr Virgida coal h botl iqterDatio@l ald even domestic Esrkets.

. The pFbable impacts of electric ut ity restucturi!g oI! the dertrald for study

regon coal.



The aggregato S-year baseJino forEcast fo! the study region is depict€d graphically in

Figore E l.t The baseliqe forecest predicts I rolgbty 7.1 perc€nt declile in coal production in tle
study region. This is the €xpected chsqge ia coal production absent aoy additioaal regularory

ch@ges.

Next, tle anal'sis was modified lo Fedict the county-sp€cific chatrges i! coal production

that may b€ exp€ct€d if tho Haden decision regarding the dispossl of fte overburdeo2 Tho sardy

tse3ts the pote[tial iEpscts of this l€al mlhg urder ts,o ditroring scemrios. Utrder the flst of
these, thoso Eitr€d that arc curendy perEitted !o eogsgF iq valey fiIs would be allowed to do 80

unt existhg perBits efipirc.

Flgure E.1

Basellne For€cast

ta

130,fi)0,0t)0

120,000,000

I10,000,000

100,000,000

90,000,000

80,000,000

70,000,000

60,000,000

198s 1990 1995 2000 200s

' Tb6 forc.sr{ilg nodd is dbqissed ar laglh in (lapbr a dd App€ndn B. wlrtrir-sanple forE€ast sugg€6c tba! rhs
no&l b ablo to prdld sASr€8atE regioD"l Foductio! $dth littlo noi€ tb!.n 20% enor.

? Patrici, Brrgg, e't a! PlaintjJfr, v& Coloml Dana Robelso4 e{ al, D€fedd.s.nrs. Civil Ac1iotr 2:984636, U.S.
Didric! Co Et for SoEthdD Wed VirBinia, OlEledoD Dvbio!- This drcjsio!, olrredly ulder rwierp at tbo Fowth
U.S. Distici Cow of Appeb, i[trprea iho Cl.a! WaEr Act ro prohibit rh6 u!6 ofvaloy fiI! rhar diellb aly
s€goe4 ofa full or i|rE(miEo!! sEeam.
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However, no additiolal valley fiI perEits would be issued.r The secotrd sc€trario would

eliminate all mountaittop op€ratioDs io.Eediately if the llade.r decision is upheld- While rhis

laner scenario may seen extreme, it represents a '\vorst case' outcomo and therefore, is useful

i! borJldilg the economic pot€otial iEpscts of reduced surhce mining.a'fhe most likely tesultg

of the Haden docision lie between fte bsse clse sod tle worss case of imnEli're c€ssatio&

Pledicted regiolal coel production undsr the two Had€n sc€oarios are cambhed with the

baseline forecast in Figure E2.

The finFl nalytical step ilvolves coaveltitrg the predicted reductions in coal Fodrction
ium more general eoonomic outcoBes for eoch of tle study regiotr co@ties. First-yEar iepactg

o! erlploym€nt, itrcoDes, atrd aggrgate ecooomic activitiB are suEmsrized for tbg stqdy legio!

i! Tabte E2.5

Flgurs E.2
Slmulatlons

6

o

6

.t30,000,000

1m,000,000
tl0,olxt,00o
100,0(F,000

9t,000,000
80,000,ttt 0

70.(xto,q|o
st,o00,000

@,000 000
/o,000,000

1985 1990 l99s 2000 2005

r r Phase-ln 

-R6trlctlvet For e.oDoBic rE€roDs djsc!$ed eirhh Cbqld 3, w6 bav€ oper@d under the a!$rdptioa rhd coal Foducrtrs
would not s€.k p.(En! for ths m.osErably satler nou@ilbp niniog oporaioff thar nay b€ p€rroissiblo uadet
tlo Hadeo ruli!&

o lnporoady, tha cosr conplemenrditieB lbat e6id in the prepamrioE alrd uallportarion ofcodbir€d surft.. ed
uldeBrourd Edrirg odpla sls caplnEd withi! rhs forE ads. ]t!3, rductio Ds in su'hcs niding al.so d€.res!€
mdergroEd qletides by hcieasidg rh6 co€t of uDderyolInd dioing.

I EloDonic iiapa.ts wrnb gta€aatrd & rough rhe applicarion of regioial siEdadon so ftwq! ttEvelop.d by IMplAN,
Irc. A full r€lge of couoty-sp€citrc e.orc nic plofilos al1d predicaed inpa.rs sro providd h A pp€ndix D.



Table E.2

Pr€dlded Chang€8

Gradual
lmplom@ndon ot

Hadon Rullng

|mmedlato
C€gsston of
Mountelntop

Mhkrg
Basollno
For€cast

Regiolal BqlorEe|ll

R€8iold In odes

AggrEae4g Rggiolrl FroEoraic

-t,e6 (a/o)

-$58 M (-1 .1olo)

-$2@ M (-12/o)

-3,5'75 GtAv.'

-s124 M (-23Vo)

-s62O M (-2.9/o)

-t0,632 (-s 3yo)

-s281 M (-53olt

-$rJ6s M (r.rolt

Boone Coung Faystto County
Baeaflr€ Ph€aeln R6ttdn/s

Cody lrc@.s (in dfioas)
A€grlg@ ccdy Eooirdo

Ad!,hy Ch dllio!!)

Coldy lrc{m.s Cn dllols)
Agr€S@ C{rdy Ecomdo

A.d',tty (h rEillto!3)

Couaty I!.oD€ Cn ldllorr)
Ag8n8@ Cody Pcsao"'rc

A.rieity (b dtl@)

Co@ty licorlls (ln duo's)
Aggll8are C{ody F6!ot!ic

A.*rry (i! dlXoDr)

Colbty llcoE € Cll Eilliols)
Aglrs@ Clirdy EclloDic

-85 -255 -l?u-s.7 .s'r.4 -s7t.:

.$164 .$965 -S:]30.:

f\gltqwha Comly
&aalEr€ PtlEe-h R@tidv€

9 -1033 -3|nE
s0,4 "9173 .st I t.4

3t5 .$02 .3,r&).4

UcDowgll Colatly

t -2s6
$.1 -$t.7

$2 -S40.8

Logan Coung

-Et .893 -1896
-$?l.7 -$329 -S69.7

-sll64 -$1432 rS303.7

Mhgo County
B€3€!no Phaaa-h Re$lcltvo

-tu

Ad€ItsE Rdtsw8

-6 -58 -253
-$9 -SlJ -$83

-s4.4 -$9.8 -W6

Nhhola8 county
Baaallno Phaa&ln Reffivg

47t 62 -851
-sl9j .ffi2 $263

-$90.9 -590.9 -Sl r8J

WYonlng counry
B€aelhlo Phase.ln Rodtiafive

"c,2.6 -5542 .Sl85.l

Raletgh county
866[n€ Pha4ln R@tlcdw

69 45 -106
922 Sl.4 -S3.4

s9J $5! -5147

-176 -293
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There are several important poiqts to bo noted itr contrectio! witl these results. First, evetr

uader the baselirc forecas! the cottrpetitive forces qurr€ntly impacthg markets fo! study region

coel are predict€d to le€d to reduc€d coal idustry eEployEent This outcome is colsistent eitd
recem ts€nds thd have witqe$ed ftUing i[dustry erlploymed for the last sevqal y€ars. It also

$ggesfs tb8t, ev€n uoder the b€st possible circumstanc€s, cottitru€d reliec€ oa coal production

as a b&se of economic activity may getremte gcolomic hsrdships tbaf leCuire a public-policy

resp@se.

Secondly, the iqpacts of the more modest Haden scenario ars pronomced. Even if
culte|rt p€@its r€maio itr forca, the ruling is predic[gd !o Eore thd double the anticipated

declhes in stddy regio! employEe'll Moreov€r, if Eouatahtop miding ir qltailed iemEliet"ly

ad entirely as a rosult of the Haden decision, the associsted iepacts will bo devastatidg to mlny
of the surdy region couties. In aggegate, the Eore thaa 10J00 predicted job losses represents a

5.3% decLine regiomt e|dployme[L6 However, c/ithi! the most coald€prddent coutrtie, tho

predicted iepacls of cutailing mouutaittop midng de nuch morc se-l,ere. For exarple, ia
Log@ Counry the trearly I ,900 job losses repe*mt Eore tbatr 12% of lotal clqe €'mploym€ot

I! Boo[e Courty tho pred.icted 1,700 job losses smounts to oyer I8% oftotal €,EployEe[L

Fi@lly, tho economic impact r€sults arc based o'! ch'ngilg coal Foductio! iq thorrt
forgcsst yoar. Thus, these prdictioos do Dot leflect ths irtl taagdnrde of the economic chaag€s

tbat may be €xp€ct€d ovsr rhe long-rol Iastoad they cspaEe the most i'fm€lii're inpacts o ths

llost vulqerable segmg of the Soalo's populatio!. The coE poutrded iirpact of redlced coal

production ov€a a multi-y€ar period is likely to g€oerats Eoro extr€De results that will almost

certainly impact €very West Virgioiarr

6 The read6r vil I€€! r! st th6 slrdy rBgion hcludB KaE$'ba Collrty h which l! ny of tlo e$idared 13 5,OOO jobs
arE larSoly insdrtd froE fln.lqions in coal-rblated ecolonic s6ivity.



Concluslons

Agai4 the analysis dtscn-bed withi! the reEaider of this documedt i.s, by no mids
coryrehensive. Ey desigq it explicitly ignores the exrernal coss atsociared with v8ioug foros of coal

IEidng The onrE rt sfirdy is also shofl-run iD Da$re. Diffqcaces in hos competing policy opions noy
oft{,, the long-not economic soll-beiry of the rtudy region qe not coDsiderEd Finaly, rho snabsis

plEsenfed here focuse entircly on lino coat produci4g cormties ratber than on the Stdg as a *holo.

hDortatrtly, howevcr, notre oftheso qualificadoDs negate the valug of the inforE tiotr dgvelop€d

sithin this iavestigatio!- To the cona6y, we believe thg slrdy 8lswqs I very iqorm questi@ - hoe
wr\for^eeabla chang* h rogional coal productio! afed the econodic live3 of those wbo live @d work

h the coat fiold region l, the iea tem. Aryapticly formed public policy Eay rest on the outcomE of
broad-based, long-ruq b@efrt-coa't ealFer, Brt it is the shon-rur iropact8 of theso policies on a localized

c@stituency tbaf is lftely o pose the gr€at€st cblledge for E€a r€sideG, busi!€ss leaders, orld policy-

ft&ers. I-@g-run outcold€s are Euch Eore easily pb@ed fu rb8! i@€diate econoBic dist€ss.

UDforundely, soee levol ofdis€ss qpeds iqevitable. Ev€d ifthe Hrden decisi@ is lot upheld,

Esrket FEsrE€s atrribuable to iB6Eased iEt@ational coEp€titioq mor€ string@t air quality stlodrds,
and ele&ic r$iliry Es.uctodng ar,e l&ely to yiold reductiqDs iq regioDsl cool plodlctioD dd aacoledtiag

redlclioDs iu cel-r€lded €ryloydent This oulcome lrmy b€ rsv€(s€d 8t sonre poiot in the fithrE but in
the !€{-trrD, the vitality ofthe Fgiou's cosl production is higbly su!F€c{. If th6 Haded rulitrg is upheld,

dirfresg lnay give wsy to crisis in the Eort c@.ldepend€nt corutios md the regioa as a wholg \rill b€

rctictably iqdded

Fitrally, phile the @alysis <lescnted here depies pmboble iqsca on erdployDenr, hcoE€s, ed
aggrEgalr economic activity, the econorrig a$d non-€cotoBio effects ofreduced coal Fodua*ion erdend

weu bqond these outco@e mea&Irc& Redrc€d econoEic activity difrini.hB the ability of Sele md t@l
gottr@€ots to develop rev€dues at a fibe when dffindr on public servic€s @y be E€arurably

indeased c€rtaiDty, iu the loag-ru4 these decrE€sed tai rsverrues Eay be pdtiauy baj&ced by ou!-

Eigration 6d I red&tiotr h the luober of r€sidadts requiriEg goverElrnt s€f,vic€q but in the shqt-ruo,

gover@€at's ability to cope yith &o etrecB of economic disess is likely to be coDsfaitrd by rhe saee

ecoiodic clBdhions that heightEn needs.



Cha r 1 - Introduction and Motivation

If there is aay single elsment that defiles the bormds of a rcgiolal oconoDy, it is the

itrteDsity of the iqt€rrolarionships that hexorably bitrd rhe economic fats of one goup to the

well-beilg of all others. Thus, as policy-makers potrdet fte po&nti8l impacB of reduced coal

productioa in W€st Viryinia's sorluwestem counties, there is a clear rmdentaading fhat the

foreseeable decliqe itr coal-related €co[omic activity wiI v€ry quickly affecr the mtre a[d
nagniudo of all other commercial activity withil the region- This concluliotr is bardly in le€d of
validlrioB by the acndeoric coDmEity. Coal mines aod mioers' pay define the soulern coal

field rEgiotr ofthe Staro.

Most of those concemed also understEad that the Earkets itr which WeBt Virginia's coal

is sold sre chmgilg r6pdly. Iacreasingly stingent domestic and ht€@ational ah quality

shdards are re0.ect€d in thg iacreasing d€mand for low suliJr w€stem coal md in measurable

declhes in at least some of the ooal produc€d east of ths Mississippi Riv€r. Inc!€as€d ploductiotr

itr Coluobia dd Australia bss brought trerr a.nd vor:aqiols competitioa !o ittematiolal fuel
Earkeb aud th9 ot-goi[g r€stucfrlritlg of thg US elestric uility industry app€als to fsvor lat,ral
gas over coal as a fuel souce. These econoEic forces have already had roadily observable

impacts otr the fiscal vitatiry ofY/est Vtginia's coal produo€rs.l

Fiaatly, pending c.t[r rulhgs ftat fiEther restrict $[&ce mining methods will place

additional economic pressuro qn coal prodlc€[B sld the comrmities thoy help !o slrstai!" While

msry question tho dire clains proffered by the mining commuoity with regard to qoutaittop
minilg tho vast snns thal rnining conpoios haye sp€ot to ptot€st this pmctice stmd as

uoshak8ble tesrimoly to the iirportmc€ We$t Vbgida's mining ildusfr'y plac6 o! moultaittop
mining. Even the mining ildust y's most ardetrt detracton must realize that mioiry rnrn,gen€nt

would have prfer.ed to distribute these moni6 as profiE aqd s,ould have, hde€{ done so iflot
for the belief tlat Fotectitrg the controveNial foEd ofsurfrce mining is essential to their fualle
prosperity.

'For esrmplq Arc! Coal Inc. exp€aiencsd a I66.1% d€crars i! esmings glo.l's over tle b.s! 60 nonrbs. (SoEc€:
Z.!s Inv€st4ed R€e&cb, hnpt/za.ack&coro/advilor).



W.ile rnany uoderstald tle chaueog€s faciag the State's coal poduci[g regio!, fes' have

attenpt€d to quanti.ry rhe degree to whicl ilqeased clmpetitio! and additioaal sdace mining

restrictioDs will affect the level of coal production or the broad€r regiolal ecooomy. It is withi!

this cqntext @d itr rEspoDss to a Equest fiom w6t vilginia Senate Finalco committe€ Chair

Oshel Cnigo, that Marghall UtriveBity's Csnter for Busi4esi and Economic Research is

atlemptitrg to provido the fiIst glimpse of what the futuIe may hold for rt'iest Virgiaia's

soutlw€stern coal ploducing cou[ties. Roadets should lote that the fouo$,ilg dalysis is Eot

ilteoded to provid,e tle sort of coEprebeDsive idolmslion neoessa.y !o a fomal cost-benefit

aoalysis. SpecincaUy, we do trot seek to estims& the Esgnitode of atry €lYiroDmental coJts

within tho rogion Dor do we altenpt to value the ext€nt to which soms regioal resideats are

negatiyely iqpacted by caal mining opet'atio!.s.2 I!ste{4 the qJrr€ot soalysis is strictly focused

on foreseablo changes itr oosl productio! ard the ways in vhich these chaDg€s m8y b€ exp€cted

to afect rcgiolal aoDtreEo, e@ploymE[t, atrd iqcooes in tho Dear fu&e.

The remaind€r ofths clr-ftnt slrdy is orgadzed hto fivE s€ctioDs and a set of aPFndices.

The fust ofthese, Cb8pter a ir al1 exaBiiatiotr ofths bistoric€l lolo of coal production wirhia rhe

surdy region. Chapter 3 details the clrllent ecolomics ofcoal productio!' itrcluditrg the iEpsct of

ilcr€arsd itrtoEational competitioD, Bore rtict 8ir quality stsodslds' add tho potenti8l impacts of

etectric ntility restuctring. Withi! Chaptsr 4, we develop a cor.tDtyJevsl model for forecasting

tle sup'ply of atrd den4d for cosl. I! additios to a baseli4e forecasr' this Chspter cotrtains two

altemalive scenados tha! dQiot varyiry legulstory outcoEes. Chlptrr 5 ext4trds fhe v€xislioDs itr

coal prcductioa forcc€sted uoder eacb scenario to broader ecoooBic iEp@cts silhitr @ch strdy

region coonty. Finally, we pmvide concludiag collrmeiE itr Cbspter 6. Appsodix A coatails

couoty level daia, while Appendic€s B and C erxplaia @d deEonstrate tle models 8!d estimatiotr

tecb.niques used i! the sflldy.

? west VEgiria UDivdrEity's Blll€o! for Busiffss od EcoEoEic R6€6tch is cxllrcntly eorkirg ia conjunclion rilb
&e U.S. Eoviroodennl Prote{aion Agoncy to conducl s long-ru!, coEpreh€tsive econonic antlysis leithin lho
Enviroon€ool lm@r! Stalemedt Drocets.



Chapter 2 - The Study Reg ion, Coal Production, &
Regional Economy

2.1 Study Reglon Deflnltlon

The shdy regioE, picaued in Figure 2.1, is cornprised of Boole, Fayette, Kanswh4

Logln, McDowsll, Mingo, Nichol&!, Rslsigb, lod Wyoning caEties. This study region was

e$tabtished bas€d o! 8 qumber of criteria. First, thes8 coatiguous crrmties Fovide I rough

odliae of West VirBitris's sodlem coal fiold& Second this regional &fnition hcludes counties

with largely hoaogeneous ecooomies md coal reserves. Werc s'e to €xt€nd ths analysis to

hclude lorth€m coal prodwing countieq i1 would be !€{€s!ory to accom for the neasuably

diff€rent economic corditiols obsered h thos€ courti6, as woll as the vasdy differ€nt

cbaracteristics of the coal mhed withitr dut rcgio!- Fina y, the study Fgion T,as defiled bas€d

oD the hjstorical (@d quqcnt) domiDance of coal pmductiotr withia tho rogion's nine cormties.

Clrlefit populatio4 petsotral income, and employmenr dala for these coutties is qmdized iD

Tabte 2.1. These dats isdicats thar as lare as 1998 (the last year for which data aro currendy

available) coal prodctiou dirocfy !e,p!€6€Dted ao ovorwholmiag portiotr (over l8olo) of the

ecoDoEic activity wittriD tho sf,rdy rogio!.

Flgure 2.1



Table 2.1

The Study Reglon, 1998

Populadon Per-Csplta
lncom6

I OtEt

Employment

Dlrecl Coaf
R6lstod

Employmer

Porc€nbge ot
C@l-Rol€ted
Employmerfl

Boon8
Fay€{te
Km.awba
Loga!
McDoEbll
Mingo
Nlcholas
RalsiSh
SryoEhg

26347
48566

m3Jgs
4t294
30,558
32A7s
27580
78910
27,662

$t7,n5
$l5p6l
924,89
$16,383
$r 3,482
$t 5923
st4743
$t 832 |
st3,8l6

9,436
l6,w

t34345
15,682
7213

l r,r 89
r0108
36,512

7 2t4

3,116
625

2296
wm

908
4J13

593
t,836
t329

3t.e/o
3.8/6
1.7%

tLt%
t2-60/o
242/o

5.60/0

5.00/o

t4.40/o

22 A Brlef Hlstorlcal Gontext

Bio.Erlhow cosl rrld€rli€s Eors fhan two-thirds of West VilgiDia. These coal depGits arc

divided by a geological 'hingo lite" hto lorthem md soutlem Eelds. Generafly, coal Eined i!
the solthel! fields has a higher h€aring valus and lower sulilr cont€at tbr[ northem West

Vilgida coal. Historic8lt howwor, the development of fhe Stats's coal hdusty f]st @corred

iu ths aortb-3

While coal producti@ i! "'wesr€m Virgida" dates to the ea y 19' c€nbry, dsvelopmslt

of the south€ro West Viryinia coal fields did not bogin rmtil aft€r ths Civil war. Ths FlaI Top-

Pocahonlas Fiel4 located primarily ia Merccr od McDos'eU co!!ri€s, first sbipped coal in 1883

aod g.ew quickly ftoE thd tioe. Smallgl operatiols within ths areo were caDsolidated iDto

larger coEp€nies aDd tho Pocahontss Fuel CoEp@y, orgloized i! 1907, soo! doEimted

McDowell Couty pfodrctio!.

Moy of tho southern coal fields, such as the Kanasb4 New River, wiading cuu, l,ogs!

asd Grc€nbrier, owed thBir success to the developn€nt of ttre Norfolk Southeo atrd Caesapeake

& Ohio Rs.ilelys. As the railway expald€d itrto the regio!, casl \ras Bole easily narketed aud

the southem coal fields prospered The Loga! fiel4 lyilg i! lagEn ald Wyomilg couDties, did

' S€e US Ener$r IDfor@tioD AdEiDidratioD, Sts& lbslEglEg Wslb ingloD, Dg | 998.



trot open rEtil 1904, c|hEtr the raitway fimlly reached tbaf area- Once opened, Logan s@tr

becaoe thg State's tsrgest coal Foducitrg ooulty.

Over the pen, midng t€chiqu€s ad equipneot have varied coasiderably. Early o!,
progress in mechanization wEs slow. Nonetheless, by 1890 elestric coal cuuing loadilg aad

bauliag machiles wore in s'ide use. Begirning iq ttre middle 1930s, melh"niatio! Eoved

forward eveo morc Epidly, as shude csls, long traic, convoyor belB, md a variety of other

equipme[t cane ilto co@on use. I-arge-sc€le wrhce mining did not begh rEtil 1913, but with

the development of lsrgg €artb moviry equipE€Ntt atd draglioes, tho ovgrbud€a could be

Iemoved morc efrciendy, so ia rec€nt yeals surface miniag has become a major merhod of
minirg coal s'ithiq the sttdy regioD- Tecbsologicsl adv@o€me s, increasing concorns for

h@Ith, ard risiDg wo*ers' compensatio! costs hevo lead to mhe safety irproverlertrs.

2.3 Coal Productlon and the Study Reglon Economy

Table 2.3A provides estimat€s of coal Fodlctioo, eEployEe'rt, ad mine-mouth pric€s

tom 1980 though l9E. Section 3 describes tho lrrgsly esogenous Earket forc€s that have Load

to variatioDs itr these outc.rres Horrwer, it is clear, even without thess sxplanations, that the

eooromic vell-bsitrg of fie study regioD has be€[ ditwdy tied to ths lnagEitrde of clal
poductioD- Table 2.38 provides au int€rtsEporal gluae at the relatioNhip botr*een the sndy
regioa's coal production, populations, aad iucomes. When the demmtl fot the snrdy region's coal

bas be€n relativoly stolg (as itr the 190's), tho rogional @otomy was able to support a

population of 6l I,175 in lt9, q.ith atr avelage rcal p€r-cspital iDc@e of $l3Jy. Itr cotrtost,

whe[ the deroand for the Fgior's coal has been slack (as h the middle 1980's), isclrnes

cl'nged marginatly wbile popularion ftll neasurably. During rhis latter perio4 reeion

population decliaed by 12.8 p€rc€nt iq rhe d€{ade ftom lt9 to 1989.

The shdy region i8 q]rr€atly home to over 515,000 pelsols, who c.rrlpflse roughly

200,000 households. Virnrally wery measure of ecotromic well-beiqg rsflects rhe dqm'ge dole
by a 15 years of sustaited orI-migration. The 1999 unemploymeot rate, weighted by a coulty
populatiotr of 8.3 pelc€nt was morE than tc,ic€ the national averago of4.l perc€nt atrd 125

percetrt of the West Vilginia average of 6.6 p€rcent. The average Egional per-cepita iEcoBe of
$16,772 is only 87.17 psrc€nt of rhe trationsl avemge. Home valufs wirhitr the strdy region



avsr8ge only $38,700, while fte St6te-wide figure is $47,600. And fi-!a[y, h some couties the

high school trotr-coEpletion rate for tlose over 25 is subshtia.ly geoter ttran 50 percenta.

Table 2.3A

Ye€r
Reglonal Coal

Proalucdon
Oonsx 1,000)

Real Mho-Mouth
Price / Ton (92 $)

DFo.i Mlnlng
Employrnent

Tons por Mhlng
EmployBe Clons r

1,000)

t980
l9&7
t992
t9q3
1994
1995

1996

@311
6
u,l19
78,339

E7 2,88
47552
91989

$45.00
$35.08

$28.15

$26.88
$26.t4
s25
s2423

40391
19,813

18,657

v,al
l5,ls3
15,073

t4,tt7

1.493
3.04{)

4s09
5587
5.7@
5.809

6s63
%c}ango 43y/o

Iadeed, eight oftho nino sbrdy rcgio! coEti€s have be€n ctassiEed as 'distressed" by the

Appalachian Regioaal Comissio!-3 Thero ars thoss who yould blame coal producers for tleso

negativo economic outcmes" To do so woul4 howevsr, bo largsly udah. Ilst€a4 tho ec.trornic

coaditions withiq the stqdy rgioa reflect a lack of economic divelsiry coupled with the

significslt volatility observed fu fuel markets. FiguF 2.3 d€picts real coal trnices over a period of
nearly 120 years. This figllro lsv€als lwo inportatrt poiffs. Over tho loEg-nru isflation-adjosted

coal prices have proven !@arkably ctable. I! the short-ni!, however, coal pric4s have b€€n

renad<ably volatila

While econoic coaditiors within the smdy regior ge[qeuy lag behhd those observed

withil the remainde! of the State, therc sre idic{tions tlat at lea.st some study region couuties

have bea@e l€ss reliart on coal-based economic activities. Certaiilt Klnawba Co!trty, with its

diversiry of mauu&ctlrin& s€f,vica sector, @d govemqeatal activities, is less susc€pEble !o

" Us. c€nsls Bur€@, | 990 caasos.

5 Th€€ subdaldard €colomic conditio!3 EE r€fl€.red i! otler negEtivo outcoE€s. For esamplg rhe widely
dbp3rsd popubdo! ed lagging economic conditiod halr m.ad6 it diEcult for the re8ion's rEsidrats !o obtai!
ad€quat! haalth cdg, As a ftsr lt, h€alth @inEsn! whhin a nmb€r ofe[dy region collti€s rslb amona ths low€sr
h tho nario!- App€l&hie Rigional ComiqioD DistrBsd Colrntie€, FY 2@0.



coal-lelated economic di$nptiols. MorEover, both Faystse and Raleigh Cou[ties have enjo)€d I
mea$rablE increare it toudst-related ecoloEic activity ovsr the past decade. lrdeed, shce

1994, the Dudber of toudso-related ostablishments ald jobs i! the6e two couoties havg both

gro$.n at a! arErul mte of over 20 percent6

Table 2.38

Y€€I
R€lonal Co€l

Prcducdon
(Ions x 1 ,O0O)

Roal Mh+
Moulh Prlco /
Ton, WV Coal

(e2 5)

Rgglonal
Populsdon

Average
Reglonsl Por-
C€p[b Incorne

(e2 $)

tn0
t97 |
t12
lvn
tn4
tn5
tn6
t9T1
tyn
t919
1980
l98l
1982

1983
tg84
1985

1986
1987

1988
1989

1990

l99l

t993
t994
t995
t996
t997
1998

7t,94
69J90
74,48
sls1
76,619
8t,172
83J28
8912O

,n0
ll0,o2l
r 09,060
M278
,2,86

r 08902
n2,6t6
tt?,871
120,66

c28.61
s33.0s
$34.61
s]6.69
$61.61
s7654
91427
$7t.84
$',133
$67.14
$s939
$58.73
s54.84
s49.94
s46.r 5

v3.a

$36.00
$i3.47
93L46
$:|0.72
$29.48
$28.15
$26.78
$25.96
f25.02
s22.t I

92329

557238
563,817
569,5n
57O,66
569J5t
58l3sE
5%At6
604,190
609J0,6
6t t,t75
608,400
@6'919
6OsJ@
6o429
s93899
5U,6n
574,445
s61t24
546257
53\660
s24998
s245s1
524,818
525594
523598
5221'13
s203s3
st6,g7

$l0rl9
$10,834
$1I,845
$12,r g/
st479
$13,m
sl332t
$l3J52
sl3,84l
st3Jn
$13,699
st32'79
st3,472
s12,6t4
$13p16
st2'9n
$13,153
$13,059
$13,170
$13216
$13,704
$r3,8s2
sl4
st4,r32
$14117
$14J33
$l4J(X
st4,62

II 513

6T-his figrra is bared on &o gros1! ofelnploymedr sld establbhlnrdE withtn tbo cabgories oflo ghg ft@u@,
and r€crcarional €stablishdon8 \rirhi.o th6 coElty. US. Brlr€a! of rlo C€dsrs, Comry ElsiDs Patnns I 99+ | 98.



Flgure 2.3
Long Run Bltumlnous Goal Prlces In West Vlrglnla,
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Chapter 3 - The Economics of the Coal lndustry

Hisloricalt coal and other rslated fuel ma*ets have exhibited a sigdficaff degree of
short-rE volatility which has trarslared hto itrstsbility ed 8 paucity of economic deyelqpmeot

\r'ithi! those study Fgiotr couties tlat roly heavily on coal productio/. As west viryida srteds

the 21s c€!tury, there is oo indication that this passE of ilstability or volatility will abale. To

the contrEy, a trumbsr of new pressures bavs €merged that make the courss of coal prodqctio!

rdthi! the study region l€ss, ratler thlo more, c€rbi!. Anong tho issues af€ctitrg ths state's

coal irdlstry are iqcreosed ilternstional and domestic conpetitioa, ucertaia interrncioral

petrololm pric€€, eledric utitity restrucadng and lew €ovirotrmeltal Fgulaliqls. These affect

boft the production oad consuoption of West Virginia coal8. witbh the reEaiDdor of thi!

cbapter, we clroftlly evaluate how each of these sources of iqstabitity rray bo exp€cfed to sffect

the sbdy regio!'s coal pro&c€rs. The chepler 8lso auenrpa to disFl variorJs rytls Fgardiag

production cosb aEd altc[arive produstiotr tecbdqu€s that cloud the d€bato snrlouldirg further

rogulalory idereetrtiotr @d itr impact @ coal Foductiod.

3.1 The Demand for Study Reglon Goal

Like most raw mat€dals, tho dem-d for coal prodoced within the sody regioa is dcived

ftom ttre demand for the produc{s lbal coal is used to create and the lecb[ologies available for

producing these 'do\flstr€aE" goods or sgreic€s. Withh tle cuqetrt cootext, this 'dorivsd

de'n""d" impli€s that the willingless to pay for sordy legioa cosl d€p€trdr otr the demeld for

electricity €nd steel Foducts, as well as the av8ilsbility 8ld pricilg of other fuel slrbstitlt€s. This

ircludes coal ftollr ofter regions, trdIal gas, @d ftel oil, 6trd genersting aod steel pIo&cilg

tscbnologi6. Changes in aoy of theso othe! &ctors can materially atreot the demand for coal

prodnced in southem W6t virgida. The demand for smdy region coal is firthetr compl.icated,

shce bihmhorrs coal is sold in coEmodity m!*ets that recognize qualitativo ditrerences iq

' Sp€cifi€lly, rh8 vobNility of rogioial e{omnic a(1iviry withi! rhe ghdy r€ion h!3 3aved to w.a&en inv63tunt,
hind6rilg €.ononic growth relalive to otler regioDs.

3 Tb6 I90 cte6 Ah Aca AEendln€irts (CAAA), which b.c€ms offectiw Jsdary I , 2000, outlino d.icbr efir
eEissio! redlctioa rcquilbftoa ofPhrlo tr.



sulfirr dioxido, aslL moisbte, and Bhr co[tedre Metallurgical coal use6 asd utilities that fac€

few air quality compliance issuee may be attacted to the relatively high Btx conted of strdy

region coal, v/hile othEr electriqity uscs may &vor the low sulfitr cotrted aad relativoly low

haNportation costs of westem coal, gye! though most such coal has I sigtri-ficantly lowsr Btrr

coltentl0

As the opeaing pamglaph of this chaptgr indicat€3, a lumber of ovolvilg forc6 will

polentia[y iEpact the volume of coal Foduced eithitr the study regio! over coming decades.

With the e.ception of elvirq@entBl rEstrictiols ol surface miniug pEctic€s, these €me€ing

forc6 rrepr€se[t deDud-side changes that aro otrecting consumers' willitrgess to p8y for sbrdy

regior cosl.

3.1.1 Clsan Alr Standards a nd the Demand for Study Reglon Coal

TlAo U.S. E rvlron nenlal Pruteztlon Agency's irylemerntation of the 1990 aoretrdmenb !o

t\e cleot, Atr Ad have iacr€asiqgly r6Fict€d eleoEic ltility erniesions of a variety of pollutads.

Thoss pollutatrts includo gulfin dioridq nitogen oxidos, sad psrtiq ate Eatter. Coal hDing

dilities getrsrEly have four optioas or strategies avai-lable for comptiaac€ with th€se stsldads -
(l) high-€mission ft.ilities c!! be retireq (2) high-eBission ftcilities catr bs rstrofitt€d to bDm

low-sulfi,I coal, 8 lov-sulfur/trigh sulntr coal dix, or @ a.lt€rnative fuel; (3) high-eBission

ftqilities c81l be modified to ilclude scrubber equipEenl thar leduces tlg voluoe of pollut@ts

eDiEed ftoE the bu.o of high-sulfur coal; or (a) op€Narors of high-€missiors &cilities ca
acquir (eitho htellaly or tb$ugh ptrrcbase) emissiols cr€dits tlat wiu allow fre frqility !o

legaUy exce€d the epplicablo @issiotr standards.

' Tho British Thedal Unn (fto) i s fdo mo$ comoD n@suro of hrat prodicing capacity. It lEfl€c!8 the amolmt of
!€a! requi€d !o rd!6 ih o Emp€mtul8 ofone potlld ofpEo Parer by on€ de8r€e F8lreDbnit

r0 Tlo coEpksity ofcorl Earke(s is, Frhsp!, h ighlighd by t!6 divorsiry of clol products ar€ilsble itr the weslem
Unitld SDales. Powded River Elsi ! (PRB) coal toE Monra.Ea and Wyonidg b of tho low silfiir, low BlE vdieay
no&d iD tho Exr- Horireve(, tle low sdfur coal prodc€d i! colondo, UE!, 6!d Bridsh columbia has a colsid.Dtly
high€a Bn.l coniod- HowBv€r, the !o!-PRB s,esta! coal d6 Dot louth oly coBpf't6 h eagErn fuol Elrkets b.Ea!8e
moving h dlfoud tbo Rocky MounDairr rEquires relaiively high exponditE€ fo! Fa$portstion-
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Some coEpliance stralegies alloe,/ eleclricity produceF !o cottinue tbe use of sbdy

regioa coal while othsr stratggies preclude this userr. Howwer, just as emission standards havo

oade southorn Appalqchinn aoel less desirable for sotno cuslomers, the same regulstioDs havo

caused orher u.sers lo substitrrte slrdy regiotr coal for Illinois basia ald north€rn Appslachisl coal

that has a! apFeciably high€r sulfur contenl Thus, it i8 diffisult to asse$s the current net efest

of clean air shldaFd3 on tle demand for study region coal

If there is ole clear outcooe assciated with morc sEilgstrt ai! quality stddards, it is ths

gro\ptb iq FpulEity of Po$rder River Bash (PRB) coof niaed in Wyomiag and Moatana-12 PRB

coal is mined aJ I cost ofrougbly $4.50 por ton 8!d ce be tr@sported hto the lliqois sad Ohio

Riv€r BasiDs at rates that r€su.lt i! d,elivered prices tba! ale coEparable to the mile-morih prico

ofsnrdy region coall3 Ths diffeE rce, ofcoursE is that thg low Btl cod€nt ofPRB coal meos

that Buch more coal must b€ br.Eled to schievo the s@e power generatio!- To date, it app€ars

that PRB coal is prinarily displacing Illhois Baritr coal, but tle ssme qualities rbar make

west€rn coal sttrsctive !o usels i! nlitois sod rndirnr may oventrally sway utilitiq fi[th€r

eaall4

Air q!8lity issues arc also leading mauy uilities to substifise natral gas for coal as s

ge,EeEfing fueL T@!'a Electric CoEpany CIECO) rec€ndy amouced platrs to coav€rt all caal-

fired genemting fuci-tities to nafiral gas Bithh the lext ts,o ye{s 8!d Onkdo Hy&o is rumoEd

to bo cont€eplatilg eimilar changeo. Both utilities bave hi$oricsuy consumed West Virginia

Cod.

I' Th6 Frrhlss of sunr dioxido pernils c6l-ds for cortilued buaidg ofs@dy rogion @l \ritboE rsqofuiag
plmts wilh edi&sions arlbliDg techoloAiB.

t' 
Historic€n y, the Flativety hgh cods of niuing and Ernslbning e€ltefn @l allow.d PRB c6al to conpei. ir

mnteis w€$ of tho Mississippl River. R€Ldtvs d€cli.o.s i! Ferpo nador c@ froa th6 Pollrd.r R iv6r Basi! duriig
tho 1990'3 Bov€d tho eo4-wrs! borrld.dy b€tseeD @dsm aid w€stsn coal domitr,Dce frnhef, egst ilto tho Illinois
ed Ohio River b6rins. Mo re recandy, hor'wer, tbe confuued €astsrn efiF!.sion ofw€stern cosl qp€€rs to orr o to
tto 0tr6(.3 of BoIs sqirgem clea! air 6{s!dads, Ialhor than &y fifihe( drclitrg i! rslalivg qarspon raE&

'3 Tb6 Bn€rB| I-Dfolernion Adsiaistraaion Coal ludury Anl]al 1998 roporu s r€al llitro prics (I9 ) of$430.
HoEBver, srecdoral €vidrdcs sugge$s thst Powdsr Rivsr Bs.si! c@l cae havo lowtred sincs 1998.

Ia For a dis$ssioo of the ex!@ded !!e of PRB coa! s€s EDsrSr InforEadon Adhitriltarior Whil6 rh€ro is !o
6yidd@ ar lbis point to srppolt ou. coDte|ltion, tho authoB s$p€€J thar rhe atEsaaiven6.s of usinS PRB coal ss a
conplblc. sfta66/ is eobec€d by the knowledge rb!! rtris srd6s' will bs €fiedive for rho for€s€eble ftt.tr€,
vbefEar alt€r@rive drafggies - fo! csa.nplo bleodiDg - Eay csass lo b6 otre{ii v9 if staldlrds aro rais€d nllthor.
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3.12 Intematlonal CompEftlon and the Demand for study Reglon Coal

Tablo 3.1 gurrmarizes \r/est virgida coal exports botwea 1993 ed lgn. On aveiage,

expora accou ed for roughly 25% of all sales dudtrg fhat periodtt Tabl€s 32 6trd 3.3 Fovide

additional information on the export destimtions of rhe Stats's coal poduction- Thesg data, in

cqmbiaation with additional anecdora.l data- loll a cl@r storv of hcr€€sed international

competitio!-

Table 3.1

\ryV Sales to
Domoslc U8€ag

(x 1,000)

!l/v Sal6s to
lntornaEonal

UseI8 (x 1,000)
Total WV S€los

(r 1,o(xr)
Pgrcanbge ot
6Qort Sal€g

1993
t994
1995

1996

t997

1023
122.8

120.9

1272
133.8

1359
159.0

1652
t692
t722

24.43%
22TP/o
26.t20/o

24.tT/o
230f/o

362
443
42.O

38-4

The majority of Sr'e$ Vlrgidia's coal expods (47% tn 1997) are bourd for E|rfop€€n

d6ti[atiqlr. Howev€r, tbFughod the p€riod of record, Euopeao narior have been purchasing

less coal fiom West Virgitria aad moro too other exportitrg nations, such as Coluobia-r6

Colnobias coal ir even natring inroads hto US domestic Earkets. Urpublished eotnc€s suggest

ftat Alabma Poe€r, begimilg ia 2@1, plans to ieport mole th@ fou Biuio! tons of

Colunbia coal over the Port of Mobile.

The secoad largest importer of West vilginia coa.l (23% m l99D is C,:{o.ado- Of the coal

shipp€d to Conadian users, roughly one-tbird ir purchssed by Ontario Hydrc, with the rE lailder
going !o other geoeEating atrd irdustrial users. Iluring tho 1993-19t pedo4 aDtru8l C'n'.lian

use of We8t VLgitria coal grew by 2.9 milliotr tors (7lolo). This glowth clearly help€d offset

't faergr tnlornation e.aministraio! dd do !o! allol' tho segrsgstio! of lq.rdy rogion exports ftom othei We3
Vrginia erQor8.

16 ].ho declino in e|llop€€lr coal purchEs€s would spp€€r grEdar ctil ifths I 12 perctot inc1t6so in wed ynginia

€reort8 io Romllh 3re dcluded ftom cal(l adoD!.
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export loss€s to olher intemalional customers. It is impoftaat to note, howerer, that the growth itr

C@adiaD usage rcflects a ole-tiEe i-trcIe€se iq ODbrio Hydro's coDrunption that resulted Aom

the udlity's need to npidly replace g€oeratilg cspacity lo$t with the uptaoned shrtdowo of

nuclear frcilities.lT

Increased lo.\' suffor, high Bur Axuali@ coal Foductio! is also placiug additiolal

competitive precsures on West Vilgisia exporb. In 1996, AusEalia €mbarkod on a progrdo

d€sigoed to ircrcase coal ploductio! by spproxinarely 5 perc€nt amually through 2@Zr8 Tbis

i4cxeased plduction is prilcipa[y aioed ar Asiar markets which accounred for rughly ll
perce of W€st Vtgitria exports in 1997.19 Howover, thero ar8 secoodlry effe.ls ariling ftoE

tho Australiaq expesion Arecdolal inforEation suggests tbat Ausfaliar coal bas displaced a

significatrt soourt of low-sulfirr, high-Btu coal mined h Blitish Cohrmbia- As British

Columbiao ploducss se€k alt€rnatiye markets, it Esy well afect Tlr€st VirBinia's ability to

expolt cosl to gastem C'nr.l'

17 I! i! r'orth noting thd ono irslo that hrs aris€d i.n tb6 prop$sd railr@d necger bgwE€o ErElingto! NorthsE -
$rlta Fo afil tho C'n'.lih NdioDrl - ilois C€ltral is th. deZF€ to which a csmbin€d sFtsn would aloI' for tho
morE 6ftci€lt taspo n ofPowder River B6in coal !o oast6ro C.nrdr clstodfis. If this Eorger is alowe4 it coutd
pbla additional cornp€titivo prEsslro on x/ed \rrrgiria coal e(porB.

It seo "euatla n Cot suppbr Risks snd Prsp€qs to 2 N2,' Ausnaltarl corntnotfttB, voL 4, No. 2, hao I 997,

W.21+26.
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Table 3.2
West Vlrglnla Coal Exports

Desdnadon
Counhy

1996 Tona
(x 1,0C,0)

1994 TonB
(x 1,0C{))

1995 T016
(x'1,000)

1996 Torl3 '1997 Tong
(r 1,000) (x 1,0@)

fugrndla
B€l8ilrl
Brazil
Bdgsria
cea&
C1ll6
Clha
Croatia

Bgypt

G€(@y
India
Italy
Jq@
Kor@
Mesico
N6&sdeds
Nigoria
Poru|gal

RoE@i3

Spsi!
Scr€dro

lbksy

132
1396
2496
@

4,011

l4l
63

60r
212

zt64
2&

3,III
2260

3t8

2914
43

t5l
t20

I,O7 t

603

1370

$a
4,1@
t57l
5,605

2g

;
375

3r14
3&,

1t48
523

t,717

771

r255
866

lJ68

1,t75
4329
I,360

;

t26l
4247
t,ls?
69Vt

43
353

303

301

\tsg
584

ll
2-\61

1062
1,0J0

I%
a

1,315

947
818

882
I,g3

422

1,008

6J56

188

;
324

2285
4t9

?-M
zsSs

429
25

t917

ll8
\n7
76
681

857
t295
svl

6t3
3594

254

Souh A.filca 5Tl

2,C13

|,013

1323

;
1,623

94
1,084

t3s2
lJ60

Uniled Kinsdod 1261 1212 1.182 1,024

29.498 3t5C2 34.634 31.716 3052a

l4



Table 3.3
West Vlrglnla Goal Exports

D€€tnadon
Country

1993
% ol Total
Eqporb

1ge4
olo ol 

.to'€'l

ExportB

't895
o/o ot Tolal

Exports

1996 19S7
o/o ol fo&'l 7o ol Total
Exportg Exporb

ArB@tina

Belgtuo
Bnzil
BulSqi!
crtuda
Chito
ftio!
cro€da
Bsypr
FiDland

CtcEey
Ildia
baly
JaIm
Kor6a
Medco
Notldled6
N'lgeria

Poftrd
Rot!mia
souh Atica
Spaia

Sw€d€d

Tlrk6y
UDited Kingdon

0sv/o
527/o
9.4T/o
2.430/0

t5360/0

o330/.
0%
221%
0.80%

1031%
l.OP/o

11.140/.

453%
12P/o

7.6U/o

0.160/0

0s70/o

3.@/o
2.t8P/o

4.04o/o

2280/0

5.t7%
4i6%

o.tt%
4.t2%

13.oto/o

4.97o/o

t7.75%

0.w.

t.8;
t.t9%

ll.t3%
l2t%

92'7o/o

6W/o
1.660/0

s-440/r

:
2.93o/o

2.4%
3.90/o
2.74%

4.65%
3.84%

33y/o
nSe/o
3.93%

t6.63%

1-O30/.

2.0;.
tgP/o

1038f/o
0.730/0

83(F/o

930P/o

Lv2%

4.40f/o

o.ta
4.6y/o
L130/o

3.13o/o

3.94/o
4SV/.
3.4to/.

398o/o

133f/o

2l;|tl'/o
0.14o/o

t.11./o

o-960/.

1.tr/o
9.010/o

t.go/o
o.t30/o

7.40/o

6500/0

33lo/o

3.260/.

o5;"
4.15%
2.Wo
2580/0

2.74o/o

5.lV/c
323%

2.69/.
12.860/0

33V/.
219/o

o-620/,

2.64.;.

t.060/o

7.49/o
137'/o

6-430/.

8.47'/.
2.72%

0.08,./o

6.49/o

o3v/.
5.69/0

23t%
223%
2.al7o
424o/o

254%
l@/o t0g/o lWo tw. two

3,1.3 ThE Potenflal lmpacb of Eloctrlc Udltty Roslruc-turlng

fu of Dec€mb€r I, 1999, 12 stat6 @acted restuctlfitrg l€islatio!, six states bad

compph€Dsive !€ulatory oders irsue4 sld seved shtes bad legislatiododsrs p€mdiag,e TLe

statls of these regulabry rBforos is suonarized h Table 3.4. This electric utitity hdurtry

D FL &Dd SD bavo !o siqlifcart orgoing aAivity. fi alo!,s coxop.titivo sholesalo whesling, as auhodzed by SB
3?3, 1995. CA, MAi md NH b.ave rEaulslory orders 6od l€gislari on i! placs. S€s "cbrleoge€ of Electic P oEq
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rcstrucEritrg is predicted, in the loag-nrq !o measuably impact the markets in s,hich strdy

rcgion coal is bought aad sold in a nunber ofimportatrt wsys. Accoldilg lD the U.S. Deparfrnent

of Enary,'s Eneryl Inforndton Administrdio4 elecfic udlity d€regulation eill siaullaoeolrsly

ptac€ dorrward pressure o! c.al prices, favor the use of natml gas - even iq basg-load

gsnemtion, reduce o! eliminate long-term contacts fo! coal, and htroduce gr€ater levels of

Ec€rtairty for coal Foducers.2l

For two reasols, tle ftrll iDplic€fions ofelectic utilify lestuctuing on study logion coal

Fodqction will not be sppars for sweral yelrs. FiFt, rmdsr nost rEstrucfrdtrg sc€narios, stat€s

will rotain residual rogulatory powers. MoEover, @y federal rogulatory !€sEuctudng wiu take

consideEabls tiEe to reach AuidoD, so that competition md its sfects on fuel Earkets will

ernerge gradually. Soco!4 existitrg coal-fiEd pl@ts - particulady those aL€ady sdspted to meet

molo sEilgEot ai! qusiity statrdsrdr - are likgly to rerlaill ir use rlntil tl€e srsea cm be

e6ci€ntly retired A.ay pr€@atlle reti!€ment of coal-fircd frcilities will leave the utilities

"straded" with the cspital costs ofthose faciliti€s. The sbility of diliti€s !o rccovq such costs is

rmcetail2

In&sEy Refirctlring for Fuel supplids," U.s. De!6tdsn! ofEB€t6/, Eleagy Infornation AdEitrhodo!,
DOEEIA{r 23, S6p@bor, I 998.
' Ibtd

z 
TIIo trc@gm of"su"nded cod!" - aapitsl cosb tlat db ulflaovelrblo dle to thg trsnrition ftDd regulrtion !o

com!.tition - reEails a! a codploi issue withia tho topic of ole$ic utility rEsucbdog. Clflridy' \r,hilo tlost
da!6' r€sEucllriig plros provido some relief i! this area, it is to tle uility's advmtago !o miDimia tbo vahe of
$ch c@. Moreovol, t!9 co6!s o f invgstueDts m.ads durilg m €ra wh€n ftsFuqeing b br€s€a€bh nay bo
conplaeb ]tulr€tdbl9.



Table 3.4
ElecHclty Restructurln g

Reaauctrrlng
L€glslston Enacied

Comprshenslve
Regulatory Order

lssued

Commbdon or
Leglsletlon/der8 Leglsletlvo

P6ndhg lnvs€dgadon
Onsolng

CA
cll
L
ME
MT
NV
NE
OK
PA
nI

AZ
MD
MI
NJ
NY
vT

AL I'E
AR NM
co Nc
GA ND
EI OR
ID TN
IN TX
IO UTrs wA
L/t wI
MN 9Y
M8

AI(
DE
KY
MO
os
sc

Di{rLa of cohEbb

3.2 The Gost Structure of Study Reglon Goal Producers

Chmging denmds e,ill rct act iq isoldion to afrect chatrg€s ir study region coal

production levels s,ithiq the shrdy regio!- Ilrt€a4 it is the itrtelaction of chaging demands with

cost-dAeflied supply conditions that will uldmstely determine tle region's ecosomic ontcomes.

With tle exceptiou of pending additional restrictions on s[bce mioing mahodg the finre
structuIe ofshrdy r€gion rnifling cosb is ls.rgely dwoid of my public polisy i!.fluslc€. h.st€a4 it

is tbe Eitrhg intercsts who will decids how ald whoro coal Eay be effciendy produced

322 Capltal, tabor, and Labor Producdylty

Tbe structue of c.al Eitrirg has chatrged draEatically since the wide*pread inroduction

of the continuow miaer in ths 1950's. Ths onca labor iot€nsive productiotr ploo€ss has be€o

replaced by tle use of capital assets tbat resulted i! a F€cipilols dectine il mining employnenr

The southem west viryinia coal fields prirnarily €mploy lqlg-wau and cotrtinuoua Ditre!

technologies. The Foductivity gails resulting ftom thes€ lecbniqqes are reflected in the

significant increase ia output por worker (see Table 23A).
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Msly have colcluded that tle decLile i.! etlploym€nt is shistly aJtfuutable to tho glowth

ia sur&ce mining - niniag that now accolllts for rougbly orc-ftird of 8U \#est Virgisis

productiotr. Iodee4 State-wide uad€rgoud minhg erploynent fel fiom 45,0@ in 1980 to

16,000 itr 196, while surface nidqg's share of stato outpd ilcreased fton 2l pero€ to 33

p€rc€ot. However, the conclusion that sur&ce nining is aI the loot of employnent declircs

largsly ignor€s two critical fac'ts.

Fi$r, without rcgad to sur&ce operations, the Foductivity of undergroud oinerr

increased drama;rically over the 1980J996 p€riod. I! 1980, 45,000 underground mhe{s

podrced rougbly 96 mitlion toDr of coal * abow 2,100 ors pet eorker. I-n 1996 16,000

undergrouad nhers, ody ono-tbird of those employed h 19E0, prcdrc€d Bore than I 12 millioa

tonr of c@1, or apploxiEately 7,000 to[s per sEploy€€. Thus, it 8pp€als tbst iEprovemenb itr

uldeBrourd miniog ptoductivity 8re more rcsPolsible for dsclhes iD rnining etrployEemt thatr

the cootinuhg emergence of sur&c€ midtrg. Finally, it is wortl obs€rviEg thst sE&cs nining

eEptoyEetrt also declh€d In 1980, thsle w€re 7,500 West vilghisns anployed in sur&ce

nining opEratioDr. By 1996, thei! ruobq had ftlen to 4,1lE, due to stroDg productivity gowth.

Iq coDs.idedng tho fulJre costc of regional Foducqs, it i! Ealonable to exadrc any

potenrial inte!-6@ variations that might mske il possible for soEo sellers to resFd more

effectively tban olhers to chslgitrg de,laand corditions. If such variatios exist, they are more

than likely the r€sult of accidetrts of gpoglphy mther then 4y sFucfial diff€r€nc€s betwegtr

firEs. Iqdee4 ths Fo&ctivity-eDbrocing tecbnologies loted aboYo ePpear to sFead Epidly

aqoslr pmdrc€[s, so tha! it is rDfikely thst targe scalo itrter-fi-m cost ditrsrenc€t 8re &l:butable

to equipment use. simi-tsrly, thero may be modrst difrerEtrc€s bets'e€n tbe productivity of

rmionized aod oon-union nining op€rations, but th€sa difer€nc€s ale also likely tied to

gBosraphydictsted mining methods mrher thon acoral Foductivity ditrsrencesS. In the ed4

variations in fte c.sts incurred by minilg 6rns alg diclated pdoarily by the disaggr%a&d

spatial lraJore of the latual rEsouce they exhacl SiEply pl4 in coal midlg ggolo$. plays a

3 ID I 997 6ds eaxc of ths Missiseh'pi Rivc( prodlced 3.89 short lons ofc@l per niftr p€[ hout cottp&d !o firns
w€€i of Milsilsippi Rivor, who produ.ed I 6.M ston tons of cosl p€r lnifft Per hoor. 1997 Prod!.tieily Datt'
Bnd3y Iofordatio! Adllillistrdion-
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critical role ia deternining ttre ov€rall costs of Fodrction. Though new cost-reducitrg

tecbtrologie$ will cortique to €mergo, ffrEs bave r€malkably litdo cotrtrol over lhet ildividual

Fo&.rction costs.

3,2.3 The lssues of Scals and Scop€ Economles

The conclwion that regional coal Foduc€rs hsve oDly 'nininal colrrol over ploducti@

c.sts diff€rs from tho typical case il which firns may affect rmit costs by pr,Isuiqg difeleN

scales of prductio!. HowevEr, the cu[ent atal),sis of the regional production process directly

suppotts the colt€ntion that firms are not able to iEprovo Foductivo efraiency by increasing the

scale of &ek operatiols. This issue is empiricsuy model€d @d fifibs! doscribed in Appendix C.

Itr E4y ei,ays, this outcome relatB to fhe distilction b€twed 'pla level" ed 'firm level" scale

ecomEies. Is E!!y i!st@c€s, firms catr reduce rmit costs by maki[g itrdividual plallts bigg€r. Itr

the c{s€ of regioDal mioirg opentioDs, howovo!, ths 'ph[g is the mile prQerty whicb abselt

rcgu.latory coutraiat, is limited in sizs by the geogEply sod geology of coal rcsef,ves. As a

consequeaca, thg ody additional scalo e(oloBies availablo to rogioaal ploducers are the 'fi!m'
tevel ssvitrgs that might come frqm averagitrg admiqishative @d oved€ad costs ovq the oufput

ftm a nrmber of cosolidated miniag o,perations.s

Based q! this disqEsioD, the lelel,atrt questiotr is whether q rct there are sigtificatrt

pote ial cost saviqgs attailable though the colsolidation of regioaal coal producers. \Mhile the

evid€sca is timiteq the aflswer to thi-s questioo would opp€{ to be ano". FigrEe 3.1 d€,picB the

four firm concentration ratio (tho percentage of market outsut proauceA A rhe largest four

Foduc€'rs) for Appalachial coal producers, othsr interior coal Foducss, and mining o'peratiols

i! the \pestern fXi frqE l97o forward- Cerainly, Appslachiatr coal producen have had rhe

hcetrive !o reduce costs iD any w8y possiblq yot fhe levet of conc€ntratio! has ftmaited

constalL Ono iEplicatios of this relatively static co[c€nEatioa ratio is that afiahablo cost

rcductioos thrcugh co[solidstio'n are rninimql aJ besl

a This codchsioa thlr availsbls sca 16 o.onomies sr6 firn l6vel in Dar{s app€qs to b€ lEg ely shs€d by ih6 En€r$l
IDfonortio! Admidltratlor (EIA). Lo i6 €valudion ofrho probabls impaas ofelectsic uiliry rEsElr.orb& tho EIA
eggEs capllli[g 3.010 e.o nonies t!ftugh colsolidati 0!3 nay b6 iEpodaor Hosever, it also srggesb t!r! thg
3ou€ ofavailrble e.onomi€ is I miEd ro IoFrtriDC !€r-loi! ov€dead costs and by, '[ir.T@si igl prod|csis
n€Aoriarirg powr io deal wittr hrger goneGtilg ed Fan3ponarion comlorldts." 5€6 "Challeoge€ of El€ctaic Por€r
Ildlsy R€6rirturi ng for Fuel Suppliers," C'b- I, p. 5. U.S Do psrrdeo! of En€(By, En€Igr Infornarioo
Adminisdrrion, DOF.EIA4623, Sephb€r, I 998.
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Flgur€ 3.'l
Share of Reglonal Coal Productlon by Four

Largest Producers In Reglon

The poteotial savilgs Aom fte csphlrg of fi-@ lwel ecoaomies are illustrated in Figtne

32. Withi! this figulq miDe-level Averago Total Costs are depicted by ATq. The sbility to

lower these averagg costs by exp@ding the ming size is, howsver, cogtraicd by th9 geog8pby

rdd gpolo$f of the mining regio!- It is iqpossibls to move dowtrwad alog this curve beyond

the quantity deaoted as Q1a1. Any additional cost saviDgs c€o ody b€ achieyed by toeredtrg

syerage ov€dead atrd adminiitativg costi by svrragiry these qp€oditr[es acxoss additiona.l

output tom other midag facilities. Doing so would result ia a new mine-speqi-6c Average Tolal

Cost auee repres€ated in the figure as ATCr.
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Flgure 3.2
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Figurs 3.2 cq al$o be esed to illustat4 the'scope" econ@ies that enist bets€€o

md€rg.olmd 8od surhcs operations. Eco!@ies of scope €s.ist wh€o I product ca! bs Eade

mole chesply when ir is Foduce4 iq combinatioq with ole or oole other prcdrct8. For eaaeplo,

nltly have argued that electricity c4 be Foduced more choaply wheD gene|sting activities ,r€

conbisod with electicity dishibuioll.a In tl" 
"a"e 

of coa! udergormd atd su&ce midng

opsr8tions may exist iod@edsDtly of ole Bqother - even at separate locatioDs, yet the delivsred

c.st of€ach output c€n be made lower by the plodtctioD offte other. This outcoEs ia the r€sult

of scsle economies in the blending and trarsportation of coal. ol'fpld qu4tities tom both

uadgrgrouod and sur&ce mines are mutiaely combiaed itr btendilg ope.ations and the bleaded

caal is routinely shiptrcd as a sitrglo Foduct Both rmit blendiag ad nansport costs are lowsred

! K!saE!!, Daeld L; Mayo, Joh W. 'Tbs Me€sureln€lt of Vettical Ecolomios sd rb6 Efficiont SEuc$ro of lhe
Ele.lric Utilit y I!illl$ry." JourEl of Induti.sl EaoEo nic-q y39 D5 Slpr.dba 1 99 I, pp. 483-5C2.
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by additionol quotities - qu4tities that are ody made possible by coobinhg the output Aom

distitrct sudace 8.od llderglotmd operation.26 Wiftitr Figwe 32, ATq may be viewed as the

Average Total Cost curve for atr mderyrolld surface opsratio! h the absence of a compadoo

facility of the other son. ATcr, theD, reflects the opemtion's Aversge Total Cogt when tho

coDpado! p'roductio! frcility is in opsation. The implications of these scopo @onomies ale

fully discu*sed h Appeodix c. However, the rc$ults oftho current @alysis suggest that sbrdy

rcgioo con ies that have a relatively balalced mix of mining Bothods €njoy slrong gcope

economies. The critical implicatioa of this fitrdiDg is ftat rhe loss of Eircs of either type may

actuslly t c/ease the costs ofFoduciry coal by fte altemative metlod-

32.4 Addltlonal Envlronme ntal Rsstrlc'dons And Produs-tlon Costs

Tho itrtoductio! to this cbspt€r not€B thst Bost ofthe fo!€s€€able chrdg€s that rtray 8ffecr

rgioDal cosl ploducti@ are d€rlad-side in Dabrs. The one major exception is the

imple,raeotation of judicial decisiqns that may substotially reduco ths gize of c€rtah stEbc€

miding operatiols. Figue 3.3 cotrthu€s tho same grephical conshuct in ord€'r to droonrfate the

potential impacb of thece additional r€sEictiors on shdy rcgion Ei4iug costs.

The judicisl rulirg h qu€stio! - kros'n as the 'Iladen decision" - is likely to have two

impacts on the costs ofsorze coal producors.' first, by liniting Ae lo.€liols iq which vale)E

may be 6 ed with tho ovErbuden from moEtahtop mining, the Haden decision b likely to

!€ftce the size of nmy strtface op€rotiqDs o! eliininare soEo €mtfuely. The impact of this

restriction oa tr'Iodrlc€r costs is d€plcted by I eovem€nt almg ATCo, itr association with I
reductioD itr quatrtity ftoE Qd{ to q".

The second potential iEpsct of the Had€s decision on ploductio! costs os,es to thg

additiotral Ecsrtainty this decision introduces. Economic decisiols reggrdiDg cootiNed

production hingo on the short-rE 8!d lorgru profitability of ftis productio!. To ttre efient tbat

6 Study regior cet producsrs bavo aclnoeledged tho roldiolship bstseso quarlty ed av6rrgo blcdding cs!s, h!
bavs b€en lrv lirg ro qusri$ this rslarioirblp- Tt6 rolstioBhip bcaeea sbipBrd qus$ity md uespoiarioa
tues is, howcver, woU do<med@4 Seo br Pl(!.Eplo, lrrrk L. Buttor, "x,silrcad Der€olsrio!, &rrie( B enlior
ed Shipp,et RespoDss A Disaggrogoted A!"lyri3," Jorrrz.l of Regulatory borad6,V oL 5, No. 4, De.ember,
1993,W.411-u.

3 Paticia BmS, ct 4 Plsirtift, y& colotrol Ds!.a Robc(tso!, € al, Dsf€mdanE. civil Ac'tion 2:98{636, U.s
Dbtrict Cornt for Sortb€cn W6$ Virgini4 Charleslon Divisio!.



the Ilad€n decision alouds ass€ssertts of this profitability, it may redrce hv€stm€ot, limiting

future produaion capacity and c€usilg futuro costs to rise. Within Figue 3.3, the additioaal

ulc€rtahty is reilected by a Eove'rent ftom ATq b ATCI.

Flgue 33
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3,3 Goal Prlclng and Future Producer Profltablllty

The preceding two sections outliqe the wayB iq whicb ongoing changes sre likely to

affec-t the deDaod for aad snprply of sbldy rcgion coat Chspt€r 4 qu.@tifies th€se iEpacts i!
od€r to predict the ovErall econooic iopact on study regio! couoties. Sdll, evetr in advatrcE of
these forccast\ it is porsible to svaluate the qualitative etreqts ofthe for€se€able cbanges itr West

Viryids coal output qlatilies. Abse[t the HadoNr decisioq lhe rcduced d€Dstrd for study region

coal should rEsult h a cottinued d€clhe i! mile-moufi pric€s ald a measlrable decline iu

output quantitiB. If the Hadel decisioo is up.held, prcductio! cosfs at some mises lr.iu iocrease.

These cost hcreases er'i fi[ther exacerbate the probleos of regioaal ploduc€f,s by oaking it



unFofitable to mine coal tlat is olly margiraly profitable utrder our.eot colditions. tntiEately

sorne producqs Eay trot sureive this process. Wlether fiflns ore pubticly owled or held

privately, tle loog-run re$polse to s!.staiqed leglfive firE profits is tle same - Earket exit

There is already evidence that the uacertair firture facing regioral coal ploduc€rs is

affectitrg ecouomic oulcomes ald ttre fiscsl health of rsgional coal producels. AAer reachiag an

all-time high of over I 80 milion tons i! I 9t, West Viryioia coal prodrctiol has decliaed over

the psst two years. Industry estiEates suggest Oat I 999 totals may be as low as I 62 milion tons,

a reductiotr of roughly l0 p€rcent Wtilo a two ye€t outpd declirc cs aitrly do€s not colstitde

evid€ncs of a long-nrn tsrsd, it is colsisteot wift the sxp€ct€d impacts of chaogilg demad

cooditions.

It is also likely that effeca of cb@gitrg demaods have be€n slowed somewbat by tho

oxis&dc€ of lotrg-tsm coatraots belwo€[ producers aud utilities made popular by tEc€rtain

supplies atrd rising fuel pric€s during the l97o's. Norr,, howev€r, mosl w€st vilgitria coal i5 sold

via shon-t€rm contlacts, so that the ro!*et for the strrdy legiotr's oupdl isi iD many wa),s,

similar kr a spot markot, with oaly a sn8[q subset sold lhrcugh lolg-tefio' fixed-price

coat acts.28 The rec€ot declire in spot msrket or shon-ttm coal prices has made loag-t€m

cortacts less attractive to qlatomen, so that long-tem @!tract volumes continuo to fall.a

Anecdotal evidsnce, as wsll as dircrssiors with iDdustry rspresentativo€, suggests thal fte lsst of

the loog-t€m coDtracts ed have expted by 2CO3. This tr@sition to short-tern nsrket p'riciqg

has interjectod additional uc€rtahty itrto the E@saction process md mplified tho coEpetitive

pressrue &cing regiotrsl producen.

t Tb6 loog-nm, 6(ed prics corrisctc rv€(e popul8 with coDrl.Im€trs dririog tho 1 to's al1d e€tly 1980's, ss nooilal
pricrs sodt4 cod(,lrrBar with oil shoriages.

I Thjs i! ako the sogge€tion thlt long-tecE cortra.{s s€ b.coE ilg less populdr \tidr ole{.rici ty gr:nemtors as they
pnD{b for 6lectric utility ftstrucErdn& "Cbal lelges of Heciic }owEr Ildrsry ResEuctrins for Fuel $pplierB.
En€r8y tnforEdio! Adsinjstration".



4.1 The Forecast Model & Slmulatlons

EDergy dem@d ald the *pply of fossil fusls are alrotrg the mos heavily forecasted

ecooomic outcomes. These forecssts are typrcauy of tbree typ6: corsumer md i[dustrial

deioand for electricity, geologic a$s€ssD€Dts of remaining reserveg and Fic€ fole €sb of
erfracted fossil fusls. The forecastiag offorS of lhe Dqarbne ofEnerg,'s Eratgtt lrrfomdton
A&nhlsttdtton provide detsiled loag-term a.$sessoenb of the iattor ts,o, while a rumber of
rgional folec€sting c€nJ€rs, as well as rhe U.S. Galogtczl Sunq, ploject the Udted Shres'

extractable fossil fuel reserves. Similar illemational ageqcies 8!d folsigtr gov€dmena also

uoderta.ks these types offorecsss. Theso forecasts are cdtical to both individual 616r, aod srato

@d federal plaDne[B in developing their own inveatolies and rcv€nue assLessneffi. AD additioDal

level of forecasting is available ftoD acadomic sourc€s, especialty joumals d€dicd€d to eoergy

research and forccastiag merhod. Howwer, these uodols ofte! s€ek to illusbalo I $pecific issqg

or Eethods atrd are thereforo Dot Upicolly of inmedico value to a forecaster i €r€sted h a

generalized predictioa Eodol fiom ehich simElatiols ca bo coagtructed.

Forccostitrg tecb.dques iwolve the use of a prlroly stati*ical nethod (the time e€rios

approach), a stuctral model that evahat€s c,o"@rioo, or a combination ofthes€ tecbaiques. The

Eodel wo have us€d hole is the fitral tlTg, a stuqtrllal-tims 8elies Eodel. Wo havo selected this

forecastirg t@l for a variety of reasons. The most importmt of thess is the ne€d to siEulatg

policy clarges od tseods in ofter vsdables (e.g. elecrricity dsmstrd) on the qumtity of coal

poaucea in West Vilginia. This porpose recoErmenda e stsIlctural model that also caplrrEs

historical information aqd relationships.

Use of s strucun"al time series model for a short-nm forecast sod siEulation is quite

cor!mo!. Itrdee4 it is the plefefied Eethod for this type of fudusty specific forecosts Howwer,

this modsl differs from most existing coal models b€cause it projects legiolal coal prodrction

fron a supply aod de'loand model Vy'e were umble to ideoti$ aoy simi-tar regioaal production

foreast aud sirmrl'rion model withitr the ecolomics literstura This study is unique iq that

sFor 
a mors al€.ailed €spl@rlio n, s€€ App endh B. For a m!-t€chicol {ti,scllsion of thb teclliSug s€s

Kemedy [ 1994]. For a r€chnic'l tseoreBD!, s€6 Ciallgtr [1 989].



r€sp€ct ald offels atr ieportaot tool for ec.nomic 8.od Esca.l plaming i! West Vi€id& The

nodel €mployed h this study incorporates the major supply and d€tnand iesues identified in

CbEpter 3 i! oldrr to evahate the total effect of e{ch oa production of coal in the State. The dstg

and variables solect€d for this estimation are derived pnnarily fron data collected ton the

Energ) Inlornotton Admlnlstrdlon aad the U.S. Departnent o! the casns.3l The firU model is

outlioed iq a techoical folm i! Appeldix B. This app€ndix descntres rho Eath€maticsl derivdio!

oftho model tho daa, and ths assumptions that wero employed in iE colskuctio!. Itr g@eral,

ths model evaluates tho qua[tity of southEm West virgiaia coal poduced as a fuaction of

qlality, etrd uso deEan4 price, tryorts afld exports of cost the prics of capital eqorpneol the

pdc€ of labo!, a te€lnology trqnd ard the c.uoty level iqdustry struc'tlre (the mmber aod share

of surface aod lmd€rg.ormd mhes). See Table 4. I .

Table 4.1

Model Varlables

V€riable Supply Demand
Sffical Slgnffic€nc€

at tho 57o levBl

Buconleot r' {
BlecEtcity Densld {
Prico Ft Bll' unit { \/l

Toral lEporls r'
Toral Exports /
Teclnoloryvsiablo {
Irt nst Rrto on c4ibl r'
w6ato Peid !o Minr6 r'
UDdrrgoEldshds r'
Totat Sda.s Mh€s r'

r' 60r soffi courics)
r' ltor sono couodec)

TiEo Treod (@tol€rdE3sioa) r' r' r' (fo,rsoEo coEtti€s)

As intende4 this model ploved to be esp€qialy effective itr short n-!t fo!€castiog. Itr order

to t€st this, we corducted ao itr-ssmple evalustioe This was accomplished by calibEtitrg o!

esdnatiqg tle model on data fron 1980 tbrough 1998, the latesr data svailable 8t tle time

(March 2000). The 199 levels of coal productioB were then forcc€sl Upotr the Elease of the

ttBSL M tuoa Monthly Enqs, thdale, vrqiols ilf,a'ac'e,'t'usData toat\e Reslonol Fatbnrc
Wrndlon Systan, 1997 -



official 199 coal production figEes by the Oltce oJ Mlrrel Hetth SaJety and Ttatutng m Agil
2000, the forccast srtd achat values were compared.32 The model perfomed we[ uuder-

pledictirg tho 1999 regiooal totals by otrly 1.06 percent. This suggests that rhe model is useftl it
foEcasting short-ruo regional coal p'roductio!. Due to the linited de tength @d the general

study motivation, we have lot stJempted to perform long-rua forecast waluatiors 3r

The satis&ctory performance of this model permits tho constructio! ofa basolitre forecast

8!d two sirqulatiols, Ths baseline forecast illustrates the expected change in outplll without

coDsiderilg curredly p€sdilg regufato.y chdges (prinarily tle Hadetr Decisio!). The two

siqulatios ilvolve ewalmring the iq!€ats of a phase-i! of the surftce mining restictions

contahed withit the Hadetr Decision and the siEulation ofan immediate curtailment of valley

fill (efectivoly endilg surfbce nining). I! this context, the baseliae for€cast should b€ viEs,ed ss

the production ceiliag wbile the restsictivs Hade[ Decisiq! sinulation rEpresefis the prductiotr

floor. Th€re wsre ao rmlirnited choice of polential simulation sc€@dos 8!"ailable. Theso were

selected to sirrply provide Maronable upp€r aad lowor bormd on ploduction leyels to assist itr

local plarniag. The actral impact oftho lladeo DecisioD, espgcialy i! the tecbdcal resticti@s

otr valley 6q aro weu outside the sc{'pe of this strdy. The predictiors of each of th€so tbrce

sc€Darios ale enployed in a local inpact analysis in sach of the cormties. The impact qq tho

!egq!, aod the rcsults of each folecast atrd sinulatioD, wil b€ oEtlhed irr Chsptrr 5.

42 The Basellne For€cast

The b€seliqo forec€st ilvolved a 8hift in the rcol B0t quality pric€ of West Viryinia coal

coDlist€ot s'ith the Fevious threo y€ar hbtory, and a chatrgo in legiolal exports cotrsistent with

tho pleviorls tbree yeals. All other variables r€mahd rmchnnqo4 neldng the balethe folecslt

the oxpected ouFut levels abg€nt rcgulatory ch@ges or market flucaudols tbat arg lot part of
r€c€ff history. Caanges h the ecozomte.t of scope of Wo&C'iot fiom ol,r productiqn fiEction

(Appendix C), wero added to this forecast model This r€sslted iq rninirn'l adiusto€rfe b tho

elhe OMHST dara b sysilsbls on rhoh world wids reb shq .ww.sl3h.6.gov. Thes6 dlh wtr! obraiffd
dirEttly fron lbs OMHST, s3 extra.{Ed fton their CADBI gB-exo dsls flo$ A rBlirblo r.condEy source is lho trest
Wtut Cod A&soctatbn.

slhers appears to bavo b€6n a sruq]rlal brEak (o coir rsgnrio! hr€k) i ! tle €€rly | 980's prod&don ulnd
that pres€nts s€doB theoFrical cbr.ltronges to foiecsding modob &at incorpo mte ob$latisD! prior to 6.6 ! poriod.



basoline forec{st, since 0ro mild change in the total output did oot atrect the coBties' production

economies ofscape.

The baselile coal forecast for 2000 piedicts a rcgional output decline of just over 7.1

p€rcEnt, orjust uad€r 7.3 millioD short !o!s of coal. The direct dollsr value ofthis d€cliqe, h cosl

oDl, i8 roughly $170 million. This baseline estimate ir very consist€ot with &e 199 alonal

production decline of rougbly 7.9 percenfl. See Figute 42. The implicstio! of th€se rc$ults is

that, ev€n igaoriog polentisl additioaal rcstrictions on gurface mining the earket forces

d€scrib€d in Clupter 3 contique to ercdo regiolal coal prodrction

Flgure 4,2
Total Reglonal Coal Producflon (Basellno Forecast)
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4.3 Phase In of The Haden D€clslon

Alr hterEetation of the Hsden Decision tbd Fstricts p€rEi$iig of aew valley fill
g€n€rated our first altemative siEulatioa. Under ftis scenario, minos tlat are currendy opelatiag

@d have Elgaged itr vaUey fil uode! p€rEits may continue !o produce. Howwer, now mhe

psrnits that itrclude vauey fill allovmces will uot be issued- Itr uactic€, this virtualy Fecludes

funher surfrce mining. Therc is no irdicstio! th!t, giv€n the cllrre economic clioate, surface

mi!j!& on a sigoifcllt scalg cao continue withod valley fill.

2a



As a rEsult, when cllrrently pernitted se@s aro Ehed to o<haustio! aod c€ase

opsrations, slrface mhiry wil migrate ftoE the region. This migration should occllr at rougbly

the rate at whioh firms miDe coal seaos to the poitrt wherc they can rot recover thcir produstioD

costs. This would be spproximately tle average life of 8 seaE of coal under productioa" This

study has trot id€ndfied existiqg reserch establ-ishing the av€f,age seaE life i! souhers West

Viryinia- I! order to provide a coaservative estimate ofthis impsst, ws selested an average s€@

life of seveir 1ears, aod assumed that all surrently producing seaos were newly pemitted-35 We

then pbared-il the inpact of valley fill restrictiors over a sere! year p€riod This siEulatio!

should closoly mirror the iEpact of mirc clositrgs resultiog froo the cuneady p€ding litigatio!

already observed (e.& the Daltex Miqe). This sc€n8rio also itrclud$ tll€ iJrpan of the econonles

o/scope issues or u[dorground mining, whereby decreased $[bc€ nirdDg impos€s I high€'! cost

o! uDd€rgrould minhg through its Flaf€d productiotr techologiee @imarily in trsnsport ed
proceesing), od hemce wil ilrpact the level ofproductioi- The si@lation resqlts g€nErat€d ftolr
the model proj€ct @ orIpu declile ofrougbly l6 Billion lotrs, with a vduo of$386 mitlio4 r€e

Figrrg 4.3.

Flgure 4.3
Total Reglonal Coal Productlon (Haden Declslon Phase-ln)

, -/\/\ /\I \
V

e Indeed, our cqrtrty lovof b6!eliD3 forE €!a we(o yery consiFmt wbl,ee BecUeyBfu@eA nedon O ullooL: tggg
2r0r' rleas€d in May, 20t{ by WVU's Bureo of Burio€s ed B.oro llic Re3e.rch. I! paricdlf, tho h igh gmwth

F Rdsigb, ard BIuCCish grovth i! McDowo[ tloy F€dict coincided cl6€ly with tlb $!dy's re$lts.
"Tho soloction of seved yesrs srs nsde folorging sovelal u'scisnti fic discEgsjoDs rBgddiDg the avaagc life ofa
seam of coal Ws feel tho sai'to yerf p€dod over€stimate€ thg lifespon of6 cool s€ae, osp€cialy sincs *! s€$med
aU werc origi[aly pernitled h m@.



4.4 The Restrlctlve Haden D€clslon - A More Severe Gase

The applicatio! of the lladen Decisio!'s iqterpptation of the Cleot Wder Act b

cus€ntly uder'sppeal and wi.ll likely cootiuue ia litigation and/or arbitation for some tiqe to

come. The 6!al resolmioa of mining and perminhg practices is tuforeseeable. However, to

provide a Iower boond to pioduction, atr exMely reshictive ilt€rprtation of the IIadeD

Decisior s,!s edrployed in which all surfacs mining is foroed to iDmedistely ceasa Remarkably,

this is not ths most pot€ntia[y reshictive hteeretatiotr of this decision that could bate beq

used- Here, wo only siqulate declines iq surfrce oid[g productio!. It must b note4 however,

that urdergroud mircs (ard a vadety of oth€r typ€s of coistruc{ion ilt tho tEgion) also deposit

spoil itrto valej,s. Th€reforc, this scsD4io, tlough providing fle lor,er bould to regiolal coal

prodrction i! this sEldy, is trot as !€shictivo as it nigbt have b€€n-

Fore{ast estimates based on tho restrictivs Haden sc€ttsrio suggFst fiat atr irrlmediatg

cess€fion ofsurfac€ mining {'ould r€sdt il prodrqtio! deolines of47.5 million toDs, s,ith I Srst-

year value of $1.093 billio!- Se€ FigEe 4.4. This deoli4e reo.ects Eot olly lost surhcs

production, but also some mod6t @ou!t of lost uaderglormd productiotr due to @ inability to

coporc availabls economies of scspe.

Flgure 4.4
Total Reglonal Coal Producflon (Restrlctlve Haden Declslon)
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4r5 Short Run Prlc€ Eff€cts of Reduc€d Study Reglon Productlon

The study legion currendy swplies rougbly l0 pelc€nt of tle nation's s{€am coal If the

lladen Decision is upheld, we esdmate that as Euch as 50 p€rc€lt of tbat producti@ could be

lost i! a relatively short tine psriode Mitriig ildrlsEy advocst€s havs suggesred ftat this suddeo

reduction h coal suppties could lead to signific@tly highor firel aod elecrricity prices. Under

such a scenario, cuueatly unpmfitable rmdergroud arld (sureivilg) sudace op€[ations codd

become fiuocially viable for a short p€riod of riEe, so thd s[ldy est'r-mates of !€duc€d regiolal

output would be, to some &gree, oversated. We do not, ho$over, fld this argumeot coEpe[itrg

ald bave Dot treated h \pith the clrleff amlysis" V/e have exorci.sed this judgen€nt for a nuob€r

ofreasoos-

FiFt, tho Eoverrent fioll lo.og-torE cqfrect to spot markets for coal Eeatrs that utilities

ore aLEady acrllslomed to seorching for low-ptic4d coal. Indg€4 by the time the Hadfo Decision

i8 iEplerneote4 we strongty suspect that Eost usels of West Vhgida coat wilt bave developed

colting€[cies tbaf allow them to Eove eafily to a Easonably competitiw altemativo Earket

source.3? This supposition is fifiher sh€lgth@ed by the ect that an quality staadards are already

forciag somo utilities to begin the shift away ftom Wost VirgiDia coal S€condly, to the oxterl

thsl lo{r ecoriomt8 of scope afect Edergroutrd nining csl!, cudeitly nargitral utdergroutra

op€rdiols Eay become far l€ss feasiblg ev€o a! Eine-moulh p!ic€3 tbat ale made soEes.bd

higher by lost sur&ce prodrction. FitraUy, giv€o the inre!.sity of coopetition h fuol a(d

etectricity martels, as woll as the vEst 6my of altealstive fuel souceg it is likoly thet aoy

variatioo in coal pric€s atnibutablo to lost surfacs production in West Virginia wil b€ very

tr@sitory iq Dat|re, so fhsl fte eco!@jc impacb detail€d h Chapter 5 might be momedarily

deleye4 boc h no way folBtalled

5I! 1999, rlo srody rBgion Fodr.€d roughly I20pm,O0O rors of &e 94aoq),0m tD!.s dsneded for rlo
gedoration ofoL{tricity. Th6 eod ule sbtistica ar€ nor dilaSg.egot d $ficiodly !o trob 6!al desiDatior ofthe
Sdy rcgioD coal. Nationwidg roughly 90 Fcsnt of doEnsic coal b u!€d for powrr ge!€dioD- Though rho sd y
6€€ produdion ofcokhg coal is higb$ prolonioDdely the &s nrtiodl aversgB, th6 difistt[lcs do€s no!
sbsarttully 6fi€ct tlis €€iillrco. Dala ob&ild frollr EI/C, rrcr€ @ld Hong, US. CooI SuWb qid Datu d: 1999
xeirrY,. PmFniors calcdaled by CBER

tTbens 
ig evidooco tbat tlu railFad idlsEy ir alrcady colloEplrtitrg hore tho Hadsa Decjsion wil aftct

tho dendd for coal Fansport (s Ttdlcvo 4NoveBiber15, 1t'99, p& l9).



4,6 Summary

This cbgpter preselts the lon-tecbdcal oudine of ow folecasthg ald siEulation Bodel

The tecbnical model and estirlation techiques aIe provided h Appedix B. The tecbnicsl

exposition of the productiotr fimctiotr Eodol appears iq App€ndix c. The baseline forecast a.od

simulatioos used o drive tho ecoaomic ir[pact sralysis tlut follows also appear il this chapter .

The stroDg folec€st Eodol performatrce suggests it is atr Eppropriate tool for delelopilg short run

lledictiolr, yieldhg r€sulb that Fovide I solid basis for regionsl impact soaly8€s

The inclusion of economles of scope s,ithin the aoalygis @d the role rlese ecolomies

play iq Foduciry accumJe forec{ist results is partiqiarly iqportml To soEq thes6 orscooes

may seem courter-iatritive. Horlever, the estiEatiotr r€sula cle6ly d€monsts8te that ary

$ppositiotr that uadelgrouod miniag v/i[ fil tle void of cu.hiled su&ce nining is incoEecl

Quits to the cort€ry, the sEpirical aoallsis suggests th* reduced gur&ce vohtEes \*i[ itrcrEasg

tle cost of cod Eined uld€rBroud E'ithh most strtdy region counties.



5.1 The lmpact Analysls

Th9 impact ofde b&seliqe folecrst, the Haden Decisioa phase-i4 aod restrictive Had€n

Decisiou qirmrlariorl v,/ere performed using ftre ecoloDetric models ordlhed iq Gapter 4, atrd

Appeudixes B @d C. The FductioD h coal producfio! under each scsDario wa! used to gesemte

e$dEates of industry income decli[ss and these foregone incomes were, in nrn, us€d to predict

sbrdy regio! econonic impacs. Ths local inpact analysis perforoed using rhe IMPL{N
sioulation software, pro&ced by MlG, I!c. Thi! coDmercial eoftvate omploys Reglonol Inpaa
nh/hvlletl n @IliS tr), couect€d by rhe U.S. Bureau ol Labor $lntsd!|. Theso nu.lripliers

quant'$ tle rcgiolal flow of goods ood services associated with each of the hdustries Bod al
households iq the !egiq!- For exaople, rhe RIMS tr mdtipliem capt re the tocal goodr ood

services such as ogineering selvices, tesport, aod fuel used by the coal produc€n. Sinilrrlt
the EultiplieF cspt[B fhe coal iodlstry qEploye€s' consumer goods purabas€s. 'Itus, the

displac€rront of Foduction ald the ineuabe loca of €mployee iDcorne is itrctud€d withh al
calculatiolr, and its iqpact on lhe rcgional econoDry is tallied by tho IMPI-AN softwqe. This i!
the Eost commody used and widely accepted ms&od of aDalyzing lesl economic irpacts. Io

this s!1dy, we ples€r1t olr €stimato ofthe baseline forccast and the two study area siEulatioDs.

Appendix A oulites tle hdividEl coutrty-level inpacts. Given that ht€r-coulty varistions itr

iepaots arc sizable, tho rcad€r is eocootaged to csrefuly c@sidsr thoso fi[dings.

5.2 Tho Basellne Forecast

As ouditrd i! Chspter 4, rhe total regonal output dectirc in the baselise forecajt for

2000 lesulted itr a regional oueut declite ofjust over 7.1 p€rcs , orjusr und€r 7.3 miUiq! short

tons ofcoal. Tho dircct dollar value ofthis declioe, iq coal oDly, wil be mugbly $lZ0 nfion in

2000. This baseline estimate is very consislEnt with the 1999 amual Foductio! declile of
rcughly 7.9 perc€nl The economic impacr ofthis basetioe fore{ast for year 2000, IeF€s€nrhg a

rougl y seveD perc€trt redlctJar itr output, is illustrated in Table 5.2.

The a.nalysis does trot accault for the firll range of fiscel impacts that night be expected

mdsr this scenado. As note4 the loss of oorDmorcial astivity is likety !o spawn chaoges in both



the deoand for public services and ths tax revenues collected The (ucortain) rate of d€osqd

atrd reveaue changes will affect the fisral bal@ce of the State ald its individual co,tllti€3. The

loss of public er:rployees resutting from a lovrsr det!@d for school public ssfety @d

adminislrrivo services will, i! some psd, bal@ce the loss of tai( revenu€s. The speed 8t which

ttris occols compticales a one year aml],sis, but does lot forestall the fi.Daj impact. we do

sqticipate I loes of commercial activity leducitrg public sector employoent by 341 jobs. The

direct loss of Severs.qce Taxes !o the Staie is estioated at roughly $8J67,000 udef, this

sc€nario. Of this amourt, we estimate tbat $6.28 milliotr is the direct conuty share.

Table 5.2
Basellne lmpact

lduefy Employmer Wag€s o|Iput

Agric ltlrrb
Miring
colstna'tion
Med.tEing
TCPU

$58,r80
EIo 39902,qm

$t24g3O
21454'@

3,821,0m
l,827dX)
9,401,01x)

t4233,M
83O7,0@

1e066,d)0

5l
I6
69

369
52

t0

lt64000
43:t6

2,6E40@
6ps96

98 t,4{n
595l,mo

FIRE

Orh€a 7a,62O 18.f30
-1.646 -$s8,10r90 -923,4{,/2560

Nott: col@t Baotnotsan daa to bd4endad nrrdfu. TCPU b TraltporbdoE,
CoEEunlcatiDD! ald Publc Udnd.* FIRE ls Ftnsrcr.IDr!|a!c! slrd Real E @tr-

5.3 The Haden Declslon Phase-ln

The fust alterqstive simulatio! estima&s fte effect of oew s€aD pemit sto'ppage. B6ed

on the methodolo$/ oulined in Chapler 4, $e estimate this Fobibition q,ould Fsult in outpu

reductiqls of rougb.ly 14 perc€qt @lrually. Tho simulation results this model genorates Foject aD

output decliqe ofioughly 16 milliotr to!s, with a fiNt-year value of$386 million The economio

i@psct ofthis phared-in simulatioa for year 2000 is d€picred in Table 5.3. Tho projectioas only

accoult for fiIst y€ar reductiols in cosl outpul Given no abateme itr the Foduction etrects of

restricted perniB, this sc€nado predics continuing declines h coal outputs 8!d escalsting

economic impacb itr each subsequent yeat



Table 5.3
Haden Declslon Phase-ln lmpact

Indu3fy Employment Wagog Output

Agricuhro
Miiing
CotrsEucdon
Meu&!turing
TCPU

$r55,m0
7t 907,@0
4,431,W
1,456,0@
7,019,0m

13,830,0{x)
2964,W

l6p4o,@0

$294,0m
4n,459,M

t0274,@0
7,1t 5,01)0

24,09t'3@
3 tB r5,000
2r,863,000
3I,146,0@

Ttad!
FIRE
S€rgicrs
Othrr
Total

t564
t29
41

t67
812
140

676

-3515 -$t2sr23,000 -$620J&r,000
Not . ctl@ 6at,otw dt b bdqed.d nE rdbB.'ICpIJ b Tra!ryortdoq
Coiihr.n'ro' ald Prb[c Udfttrs FIf,E b Fh!! !- I!!o?a!cs edil R.d Enat6.

Undq this sc€,nario, we forccast the first-year to$s ofe additioaal 92 public s€ctorjobs

and a d€clirc i! State Ssverance Tax rcveouos of rougbly $19.24 nitlioa of which $14.43

million is the direct county share.

5.4 The Restrlctlve Haden Declslon

The third simulation generated withi! this sodysis is bas€d otr a scelsrio whers atl

sur&c€ nining b ifrmsri'rely etiminacd by Judgo Hadem's interyrctation of tho Cle@ Worer

lcr. I! this sc€nario, the loca of $r&ce nining is compounded by a dectino in undcgouad
nining h selec{ed coloties" Hqe, we esdmate the restrictive Had€rl Decision eril result io a casl

Foduction declitro of47.5 mi ioD tons, vith e value of$1.093 biUioD" The ecolomic iqpact of
thir pbrse-iD simulation for y@r 2@ is oudircd in Table 5.4. These figt'I€s r€flect I dramatig

rapid loss in employme[t, wages, ad odput across tho region-

35



Table 5.4
Restrlctfue Haden Dsclslon lmpact

lrdustry Employment Wagas O'.rtsut

Agric0lora
Miniig
CoBEtrction
Msdu&rturin8
TCPU

FIRB
S€(vic€s
Oth€r

43
5,091

376
5

467
2,t74

388
1,889

89

$182,02r
2t44a2,t63

7,t51t49
1,60,6,0t1

13,105,143
25,7m,94
425',t,rs

26059,724
429,C2n

$78l,mo
1,4't526,0@

28,€3poo
t9J96,0{X)
68,155,C(n
85320,0{X)
60982,000
869tl.JU2
7J39,000

-10s32 -$2809r r ,0t8 -sl,76s)93,7U2
Note ctltar'' aay ,at @ .tt6 ro bdqad.ttt n@teA.TCPA b Trlspordo!' CoEE@L{to!! add
Plblh Udlde!. flRE b Fl!!rc!. IDuranca .rd R.rl E!l@.

The thild sc€nario off€rs the m6t dramdic co@ercial impact. Ho!e, we atrticipate ths

lo&e ofan additional 2,612 public s€ctor erfiploye€s. LikocdsE tle exp€cted Stato SevelaDc€ Td.

collectiols are fore{ssted to declile by rougbly $54.89 millio4 of which S4l.l7 EiUio!

comoriso ths cormties' diEct sbrre.



Chapter 6 - Concluding Remarks

The preceding snalFis yiol& a number ofvery iepoltant cotclusiols for W€st Virgida
policy-makers. FiEt, eveD if tho Haden decision is not uphel4 the lear-term ecoaomic fi&.ue of
tle State's southern coal prcducing region is uosure. Changes in bottr domestic ad i ematiolal

ma*ets for fuel owing to electda utility restructlxitrg stricter c[e@ ai! standards, ald iaqeas€d

iltematio!8l competition will alnost certainly continue to place dor'nw8rd pressues on the

pdce of W6t Viryinis coal. Theso pressues arc likely to result iD lowor output quaatities ad
nay uldmately load sone prodrcers to exit the regio!- If rle baseliug forecast preseoted in

Chapter 4 iB coEect, plaDnors may encorEtEr a 7 p€rc€nt rcdrction h coal-relat€d eEployE€nt

eithitr tho sudy legion ov€r the comilg year. This reductioa yill' in turD, lead to a $58 Eillion
reductioa il rogional hcomes ed I $264 Eilliol reduqtion iq overall rogional ecoaomic activity.

Outcoes in s$seque years aro similar.

If the Had€n d€cisioD is uphet4 Fgionsl production wiI be firther reduc€d. Tho actusl

naenitude and htert€mpoEl course ofthese r€ductions is ve,ry difficult to Fedicl Ths foregoiDg

mal:*is consitiers two sc€Darios that are both withiq tle rsaln of reasoa. In the first of theso

scao4ios, surface miniug is grsduauy rcduce4 as curently pemisgd miles srg retir€d and no

lew srEf8ce permirs are gratrted. Bv€n unds! this restricted sc€nldo, tle ecoloEic efe{t3 on the

cormtios tbat coEprise tho study Fgion arE Likely to bo doeastating. Total regional eoployne

i! predicted to d€oline by 4.3 p€rc€nt, whils overaU regi@al economic sctieity is F€dict€d to

d€clitrs by $620 niuiotr within rhe first year. The economic impocts obd€rved under the extreme

scenario, in which rhe Haden decisioD leads to the irnmediate qntailm€d ofsurfac€ mhi[g are

eveD Eore €xtrrme. A sudden cessatioa ia surfaco nining is pedicted to cost the shrdy region

Eore tla! l0J00jobs, $281 milliotr h iacooes, atrd $1.8 bilion iq tolal ecooomic activity.

Ct€ady, ev€o the ecooomic disnrptions p,redicted rmder ths baselino sc€oario are likoly to

deoand policy respoases oa tbo part of bor! the Shte aod locsl goyermsnts. In the very !€ar

tem, reduc€d prodrctio!, combiaed with falling pric€s, will diminisl State SeveraDce Tax

collectiotrs. I4dee4 clJrlent estimates $ggest thst sevEra[ce tax c.llectiols are Lheady falilg at



a r81e that may apploach 13 perc€nt for tle current fiscol 
'rar.r8 

l,ikewbe, the predicted

reduction ia coal production \r'il likely lead to a reductioD in a nrmber of other State f@ditrg

souic€s ilcludi-og but not limited to, corporate let inc.me tsx couections, busioess ft@chise tq
colle€tioas, p€Isolal iocone tax colectiotrs, sod revenues fiom the collection of state sal€s

taxes. To the extent that additional restictioDs on surface nining mothods fi[tlEr reduce

regional coal productiol, the rcar-terE strails on State levEnue sol[c€sl will be gve! mo!€

pronormced Moreover, if the short-run trends pledict€d Eder the thr€e scelsrios colridered

horo cotrtinue ovor oveo a few ltatg property values $'ithin lhe sordy regiqn Eg likely to be

negatively atrected, so thal locsl goverDm€, s' ability to gercrate fulds tbrcugh propqty taxes

will also be oorstrained.

Just a8 Stat€ policy-Eskers arc likely to face declilos h clal-relaled rredues, the short-

rou deoso<l for State e€rvices is likely to iffrease. AlEosr c€rtai-uly, a sustai[od decline in coal

production will l€ad to the out-migrsciqn of sardy regioq resid€ots, hf this exodur is likely b
occr.n with a lag as regioral r€sid€ots au€trpt to weath€r declitrilg econ@ic colditiqla b€foF

eriting the !egio!. Thus, State md l@sl goverlE€nt3 may exp€ct hcreased claims for

rmEmplo)lE€[t b€nefits, Medicaid b€nefiE, aEd other formr ofpublic assistance. The Eagdtuds

of fte shof!-loa irlcreaso in the demod for govetnm€oJal servic€s e.i[ dir€ctly reflect the degre€

!o which coal-reloied ecolornic activity is redrced. Even if reduced coal producti@ dc
'hirh'tely r€{tuce the dFan'nd for govdme'Bt-Fovided services by reducing loc€l po,pulafioN,

r€actirg to these redrc€d der!8nds Eay plese[t I !.l'mber of chaUeng€s to poticy-nake!8. Abe€nt

the qlrent populuiq! bas€, it may bo necessary to fi[th€r consolidate tho provision of

educqtional, social. law €nforc€neot, atrd Eedical services. Such consolidatioas ore rarely

acaoEplished with ease.

The r€ader is r'rg€d to lec8ll the short-ru! nafire of the cufi€mt analysjs. The very !ear-

tgrm valtage sdopted hele largoly obscures two poinb ttrat are roociqe igsues within ooro

coEprehEDsive discu$siols offte tirk betwe@ coal p{oduction 4d the economic viability of tho

study regioD- FiFt, many may arguo that tho mfter dire €colomic pGdictiols proffored hero fail

Io cotrsider the pot€otial rEplac€ment of coal-relal€d econqBic activity wit! altEmstive

s Bsca|s6 th6 Slib's sewrrlcs !o( is loeied agailit gross rEceipts, the otrect ofEducad prodlt1ion o! co[ea'ted
rlvoBues b conpoloded by tho ispla of &lling EgioDrt coal pric4. The 13 porc.ol6guro is bared on inbrnatior
obtained lhouah the Y,a€d Viryinia Dspdtnsrt ofT6x 3ad Rwenuo.

3t



co$rlelc€. This is, in ftct, true. Cor.Etless State and rogional employees arrd policy-makers

quiedy a[d tirclessly erdeavor !o brhg trew qon-coal ecooomic activity !o the smdy region md
8[ least iD some study regiqn coutrtios, these efforts are yielding some successes. The growth of
tourism i! Fayette ald Raleigh Cormties described h Chapter 2" is a poign!.ut oxample. Sdll, the

task ofbringhg a vibraat, hoad-based econony to a r€gion that fac€s so many challenges caolot

bo accomplished wift great spe€d ftr's, while currEnt developmelt effolt8 may eyentrrally yield

tangible and laudable results, it is our judgenrest thst rhese efortr cdU Fovid€ little shelter for

the legioa's current resid€ots.

The secotrd aryuEe[t thaf is routinely €ocouoteled drlring discussions of the coal itrdustry

suggosfs tbat the mors stingent rgu.lstiotr of 
"u&ce 

mi#ng activiti€s s'ill ody hasten wbat is

likely to be the same long-nm outcome. It is argued that ths irlcreased conFtitiotr i! fuel

nsrkets do<meDted hele, wh€[ combined with the st€ady leduction in ecoaooically mineable

!€rprveq poitrts to a 'West VLginis without coal" lmdor @y cirqmstarc€. We bsve neith€r the

desire' nor the ability, to refule such claims. There are, however, tro a.gsociat€d poitrb that

desslve equal t€at@e|!r.

FiFt, draEatic swi-ogs b the Fospqity of coal producers od coal producing

coEqrmities aro mole tho exception than tho n e. One reed only coltast the alEost Eaniq coal

production of the 1970's with ths indushi€s sluop dudlg the 1980's to rmdolsralld this poirr-

Thus, to pin predictions of signiicaat long-nm reductions ia coal production otr cun€[tly

observable economic circumstaEc€d is' at best, perilous. Easily concsiyable evelts, such ss

prol@g€d disruptiols ia hterlationsl potoleum or coel Foduqtion or the developm€.lt ofmol€

efrcieDt coal gassiication Focesses, cor d, oace agai4 lemsw the importanc€ of West

Virginia's coal rcrrves within dooestic aad inrematioDal fuol markets.

Perhaps more imporbntlt even if aU roads do lead to p€nnmeat lod dimidshed rcle of
coal production wifti.u the West Virgiriib economy, soEe roads arc likely to be rouch bulrpie(

than othors. Giveo tlat our priacM concem is the shoft-rm ecolomic cons€quenc€s ofvsriols
policies on the coal producing couatiss iq fte sbdy region, we rust conclude that I moro

gradual transitio! &way ftom a coal-c€ntercd ecotomy would be far tess disnrptive thaa a mpfutly

accelerated c€$satio! itr production
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I! colclusio!, tle evideace develop€d s,ithiq the current sbdy lEplies that the coal

producing region of West virginia is liLely to face signi.ficafi challeng€s over fte comhg few

yed"s - chalenges that eiU severely tax the Energy ald tenacity of the region's inhabitslts, 8s

well as tle wisdom @d resoEcefirh6s of its leadgrs. Howeve'!, tbere is norhing withia these

r€sults tbst iadicatB helpl6soe*s. To tle conftry, the variatiors h tle predicted outcomes

across populations, com€rcisl s€ctors, @d policy sltemstives sugg€sts tbat th€re 8re good

choic€s to be oade and bad choic€s to be avoirted This realizatioo, itr ![!, obligates e€ch ofu!

to conthue to investigale, discuss, aEd search for fto Eost prodrctive poticy caurse.
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