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Januoary 13, 2009

3:00 - 4:00 p.m. Joint Committee on Government and Finance
Senate House
Tomblin, Chair Thompson, Chair
Chafin Caputo
Helmick DeLong
Kessler Webster
Sharpe (absent) White
Caruth Armstead
Deem Border

President Tomblin, Cochair, presided.

1. Approval of Minutes

Upon motion by Speaker Thompson, properly adopted, the minutes of the December 9, 2008, meeting were
approved.

2. Committee Reports uests
Legislative Oversight Commission on Health and Human Resources Accountability - Nancy Tyler
Upon motion by Speaker Thompson, properly adopted, the hotel expense reimbursement request
for James N. Bouder, MPA, is approved.
Equal Pay Commission - Delegate Mahan
Upon motion by Speaker Thompson, properly adopted, the expense reimbursement request for Dr.
Alkaldry in the amount up to $500, is approved.
3. Select Commitiee D
Dr. Kenneth Thorpe made a presentation to the Committee on making health insurance less expensive in

the state, improving the qualify of health care delivered in the state and improving access to health care services
for the uninsured.

4, Loftery Commission, General Revenue Fund and Unemploviment Compensation Trust Fund

Distributed to members of the Committee were the following: Lottery Commission reports for the month
ended November 30, 2008; General Revenue Fund report for the month ended December 31, 2008; and the
Unemployment Compensation Trust Fund report as of October 31, 2008. Distributed with each of the reports
were an analysis and a summary of the reports.

4, PEIA, BRIM and CHIP Reports

The following monthly PEIA reports were distributed: Monthly Management Report and Prescription
Drug Report for December 2008. Robert Ferguson, Jr., Cabinet Secretary, Department of Administration, reported
that prescription claims are up 8.4% compared to last year. Ted Cheatham, Director of PEIA, said the generic fill
rate was about 71%, which is exceptional and is only 18% of pharmacy claim dollars. Specialty drugs are 10%
of the drug spend and it will be growing closer to 16% in the next year or two.
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The following BRIM reports were distributed: An unaudited balance sheet and unaudited income
statement for the period ending November 30, 2008. Secretary Ferguson said there was an $11 million paper loss
on investments and there are no unfunded liabilities.

The following reports from CHIP were distributed: A report of enrollment for December 2008 and

financial statements for period ending November 30, 2008. Secretary Ferguson said enrollment is down compared
to this time last year and there are no significant financial changes.

5. Leasing Report, Department of Administration

Secretary Ferguson said there were five new contracts from November 14 through the end of December
and 24 straight rencwals.

6. Department of Health and Human Resources (DHHR) Monthly Reports

A Medicaid report dated January 2009 was distributed. Martha Walker, Cabinet Secretary, DHHR, said
the MRDD waiver has hit the wall on their ability to continue to serve more people in this waiver. Secretary
Walker said they are at a point now where the courts are going to have to give a little bit because they can not
continue to keep up with the demand.

7. Pharmaceutical Cost Management Council

A Pharmaceutical Cost Management Council report was distributed. Shana Phares, Governor’s
Pharmaceutical Advocate and Chair of the Pharmaceutical Cost Management Council, said the statute limits the
release of information concerning payments to providers to aggregate information. In order fo release specific
information the underlying statute would need to be changed.

8. Investment Management Board

A Investment Management Board report dated November 30, 2008, was distributed. Craig Slaughter,
Executive Director, said we are seeing a little bit of a thawing in the credit markets which is very good for our
portfolio.

9. Workers’ Compensation

A Workers’ Compensation report dated January 13, 2009, was distributed. Bill Kenny, Deputy Insurance
Commissioner, said the financial information for Workers® Comp is positive from a standpoint that more revenues
are being received than are being expended.

10. Board of Treasury Investments Report Distribution

A Board of Treasury Investments Report dated November 2008 was distributed.
11.  Other Business
Upon motion of Speaker Thompson, properly adopted, Delegates and Senators who are not returning but

will attend the February interim meetings to complete their work will be paid their expenses only and not
compensation.
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Scheduled Interim Dates
February 8 - 10, 2009

The meeting was adjourned.
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WEST VIRGINIA LEGISLATURE
Office of the Legislative Auditor

Budget Division
Building I, Room 314-West Wing
1900 Kanawha Blvd, East

Charleston, WV 25305-0590 , 304-347-4870

February 5, 2009

Executive Sunmary of Lottery, Unemployment, General Revenue and State Road Fund
Reports to Joint Committee

Lottery Commission as of December 31, 2008 :

Appears to be in good condition. Gross profit for July - December 2008 (FY 2009) was

- 0.21% lower than for July - December 2007 (FY 2008).

General Revenue Fund as of Janoary 31, 2009:
Collections were at 101.28 % of the yearly estimate as of January 31, 2009,

State Road Fund as of January 31, 2009:
Fund collections were at  98.98 % of the yearly estimate.

Unemployment Compensation Trust as of December 31, 2008:

Regular benefits paid in July - December 2008 were $ 9.8 million more than in July - December

2007. Total revenues for July- December 2008 were $ 24.9 million more than in July -
December 2007, Trust fiind ending balance on December 31, 2008 was $ 231,768,020.62.

Joint Committee on Government and Finance
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WEST VIRGINIA LEGISLATURE

Budget Division

Bulilding 1, Room 314-West Wing
1900 Kanawha Blvd, East
Charleston, WV 25305-0590

, 304-347-4870

MEMORANDUM

To: Honorable Senate Presldent Tomblin
Honorable House of Delegates Speaker Thompson
Honorable Members of the Joint Committee on Government and
Finance

From: Ellen Clark, cpa (-~
Director Budget Division
Legislative Auditor's Office

Date: February 5, 2009

Re: Review of West Virginia Lottery Financial Information
As of December 31, 2008 {(¥FY 2009)

We performed an analysis of the Statement of Revenues, Expenses

and Retained Earnings for the months of July - December 2008 (FY
2008} from monthly unaudited financial reports furnished to our

office by the West Virginia Lottery Commission. The results are
as follows:

Lottory Revenues:

Gross lottery revenues are receipts from on-line games, instant
games, table games and video lottery. These gross receipts
totaled $ 732,740,000.00 for July - December 2008. Table games
accounted for $16,530,000.00 of this total. These gross receipts
were $ 748,557,000.00 for the same months of the preceding fiscal
year, 2007-2008. Gross lottery revenue is down by 2.11% from the
preceding fiscal year. This number does not include commission
and prize deductions. Gross profit (Gross revenues minus
commissions and prize costs) for July - December 2008 was

Lottery
Joint Committee aﬁa(é“gvgrfzjnem and Finance



Lottery continued

$317,472,000.00; for the previous July - December 2007 it was
$318,147,000.00. Expressed as a percentage, gross profit is
~ 0.21% lower for fiscal year 2009 than for fiscal year 2008.

Operating Income:

Operating income was $ 306,108,000.00 for July - December 2008.
For July 2007 - December 2007 it was $ 307,637,000.00. This was
a decrease of 0.50%. After additions and subtractions of non-
operating income and expenses, distributions to the state were
$300,754,000.00 for July - December 2008.

Operating Transfers to the State of West Virginia:

A total of $300,754,000.00 has been accrued to the state of West
Virginia for fiscal year 2008-2009. This is on an accrual basis
and may not correspond to the actual cash transfers made during
the same time period. ( Amounts owed to the different accounts
according to the Lottery Act are calculated monthly and accrued
to the state; actual cash transfers are often made based upon
actual cash flow needs of the day-to-day operation of the
lottery.)

A schedule of cash transfers follows:

Bureau of Senior Services $ 55,119,000.00
Department of Education $ 32,980,000.00
Library Commission s 10,827,000.00
Higher Education-Central $ 10,355,000.00
Qffice

Tourism $ 7,460,000.00
Department of Natural $ 3,273,000.00
Resources

Division of Culture and $ 5,511,000.00
History

Lottery

Page —-2-



Lottery continued

Department of Education and
Arts

$ 1,137,000.00

State Building Commission

$ 6,000,000.00

School Buillding Authority

$ 10,800,000.00

SURTOTAL BUDGETARY TRANSFERS

$143,462,000.00

Excess Lotterg Fund

General Purpose Fund

56,819,000.00

Econonmic Development Fund

11,400,000.00

Excess Lottery Surplus 0
Education Improvement Fund 27,000,000.00
WV Infrastructure Council Fund 0

Higher Education Improvement
Fund

6,000,000.00

State Park Improvement Fund

0

Refundable Credit

374,000.00

School Building Authority

4,253,000.00

TOTAIL EXCESS LOTTERY FUND

$105,846,000.00

Veterans Instant Ticket Fund

Table Games State Debt Reduction Fund

405,000.00

8,249,000.00

RACETRACK VIDEQC LOTTERY
TRANSFERS:

Tourism Promotion Fund 1.375%

$5,329,000.00

Lottery
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Lottery continued

Improvements Fund .5%

Development Office Promo Fund $1,454,000.00
Research Challenge Fund .5% $1,938,000.00
Capitol Renovation and $2,665,000.00
Improvement Fund .6875%

Parking Garage Fund .0625% $242,000.00
Parking Garage Fund 1% $500,000.00
Cultural Facilitles and Cap. $1,500,000.00
Resources Fund .5%

Capitol Dome & Cap. $1,876,000.00

Workers Compensation Debt
Reduction Fund 7%

$11,000,0006.00

SUBTOTAL VIDEO LOTTERY $26,504,000.00
TRANSFERS :
TOTAL TRANSFERS %3284 ,466,000.00

* CASH BASIS

Total Accrued last FY 2008:

Total Cash Distributlons July-June :
Applied to FY 2008:

Total Applied to FY 2009

Accrued for FY 2009 as of December 31

Lottery

Page -4-

166,967,000.00
284,466,000.00
166,967,000.00
117,499,000.00
183,255,000.00
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P.0. BOX 2067 Lomv PHONE: (304) 558-0500

CIHIARLESTON, WV 25327 RAX: (304) 558-3321
Joe Manchin IIT John C. Musgrave
Governor Director
MEMORANDUM

TO: Joint Committes on Govemmam' and Finan¢e
FROM: Jolm C. Musgrave, Direstor %“W
RE: Monthly Repart on Lottery Opmnons

Month Ending December 31, 2008

DATE:  Jemuary 16, 2009

This report of the Lottery operations is provided pursuant to the State Lottery Act.

Finanoial statements of the Lottery for the month ending December 31, 2008 are sttached. Lottery revenue, which
includes on-line, nstant, video lottery sales and tzble games, was $113,553,404 for the month of December,

Trensfors of lottery revenus totaling 345,101,311 made for the month of December to the designated state
apencies per Senato Bill 150, Veterans Instant Ticket Fund, Racetrack Video Lottery Act (§29-22A-10), and the
Racetrack Table Games Act(§29-22C-27). The amount transferred to each agency is shown in Note 9 on pages 15
and 16 of the sitached finencial statements.

The number of traditional and limited retaflers active as of Decerber 31, 2008 was 1,603 and 1,640 respectively.

A listing of the nemes and amounts ofprizawinnershasbesnprov_ldedtotheCIarkoftheSenaia.ﬂleClm'kof

If eny member of the Committes has questions concerning the Lottery, please call me. Also if any members of the
Legislature wish to visit the Loftery offices, I would be pleased to show them our facilitles and discuss the
Lottery with them.

JICMma
Attechment

pc: Honorable Joe Manchin 111
Virgil T. Helton, Cabinot Seorstary — Dept. of Revenue
John Perdue, Treasurer
Glen B. Gainer I, Auditor
Members of the West Virginia Lottery Commission

Lottery Attachment December 2008 MW‘!& interims)
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LOTTERY

WEST VIRGINIA LOTTERY

STATE OF WEST VIRGINIA
FINANCYAL STATEMENTS

-UNAUDITED-

Decembar 31, 2008

Lottery Attachment December 2008 Financials (Febrnary 2009 interims)
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WEST VIRGINIA LOTTERY
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WEST YIRGINIA LOTTERY
BALANCE SHEETS
(In Thousends)
-Unandited-

December 31, June 30,
ASSETS 2008 2008

Coment Axsets
Cash amd cash eruivalents s 192,220 § 180463
Accatts reocivible 28906 36,846
Inventary 352 300
Carrent portion of invesiments held in trst - 10
Other assets 2,697 2,393
Total Currant Aszria 224,175 220,214
Nencarment Azsoty:
Restrivied sash and cash equivalents 88,942 38,487
Towestments held i tmist, less carrent portion - 128

Capital aszsts 17,358 17,598
Less socnmulated deprepiation and smortization (13.339) (2,347)
Net Capital Assels 4,219 5,251

Total Nonosorent Assets 63,161 63,864

LIARTLITIES ANT) NET ASSETS

Corrant Lishilines:
Acomed poroperating lgtribotions to tho
Biate of Wast Virginia 3 183,255 3 166,967
Accounts payghle §29 2,69
Ofther asgrued Hehilitizs 26,315 36,857
Crrant portion of defirred jaskpot prize obligatians - 129
Total Camorent Linbilities 2x2,386 219,594

Deferred jeckngt prize obligations, less current partion - -

“Total Liahflifics 222,396 219,593
Net Assets;

Invested in wpite] 2epts 4219 5,25]
Unrestricted pesets (deficif) (3.719) (4,751)
Unmresiricied essats- Cammitted ( soo noto 11) 5,498 5,498
Restricted assets ( see note 10) 58,942 58,487
Tolal Net Asseis 64,940 64,483

Total Lisbilitics and Net Aseats § 287336 S__ 284078

Thn aecempeanying notes are en inteprl payt of thezs finmmcial stateraents,

Lottery Attachment December 2008 Financials (February 2009 interims)

l Tofal Asssly 8 287336 3 284078



01/2?/2009 11:02 PAX 304 558 3321 WY LOTTERY

WEST VIBGINIA LOTTERY

STATEMENTS OF REVENUES, EXPENSES AND mmmmmm

FOR THE SIX MONTH PERI(D ENDED DECEMBER 31, 2008

(i Thousamds)
Unandited-
CURRENT MONTH YEAR TODATE
zsim 2007 2008 2007
Lattery revenngs
Qn-Yine gamest 8 6500 3 5875 5 40448 § 43,009
Justant pemes 11,124 8,570 34,039 53,502
Recetrank videw Jottery 534 69,228 416,743 451,006
Limmited video lottery 33,968 200,580 199,2;;
Tekils games 28680 __ 2l __ 1680 L7B
Q1355 118,742 732,740 248357
Less summigsions I
On-fine games 458 41 25831 3,011
Instent gemes I8 600 4,063 3,748
Recefmek vides kiitery 32,626 38,074 240,45 259,514
Limited vides Jottery 6,432 17976 98,490 101,500
Teble grmes h,m_ 433 650 697
SL416 37404 352,330 368,568
Less on-fing prizss 8,409 2825 20,400 21,458
Les inglertt prizes 7,706 5,887 28,561 36,938
Less tioket pnsis 136 123 781 788
Lezss vendor fees and oosts 516 322 2876 2,658
_ 1,787 9,139 62,938 61342
Gross prof#t 50,350 52,089 317472 318,147
: 5373
3247
1,093
1,799
325
247
819
12,903
2303
307,637
5818
™
(3,905)
(.280)
(306,939)
698
43 489
§ 44147

|
Lottery Attachment December 2008 Financials (February 2009 interims)

doos
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The accompmying notes are an integral part of theso fAnancial statements,

Lottery Attachment December 2008 Financials (Febrnary 2009 interims)

2007

$ 743,931

(3,247)
(9,810)

. (@235.197)
303,677

———

(247,721)
(3,879)
(4,070)

(295,678)

182
5,829

6,011

—_—

16,010

$ 307,637

247

(7,019)

(1)

(428)

(1,379)

(33)

— G763
§___ 305,677

WEST VIRGINIA LOTTERY
STATEMENTS OF CASH FLOWS
FOR THE SIX. MONTH PERIOD ENDED DECEMBER 31, 2008
(In Thouganils)
~Unandited-
2008
Cash flows from qparating activitics:
Cazh received from onstomegs and other somees 3 742,619
Cash payments for:
Parspmme] cosis (4,409)
Suppliers (12,182)
Other operating costs (412,179)
Cash provided by sperating activities 313,849
Cash figwa from noncapitel financing activitles:
Nonoperating distrlbmtions to the State of West Virginia (284,466)
Distuibutiong to munitipatithes and comties (3,939)
Distribmtions to etk from racetrack cap. retrv. fimd (15,370)
Deferred jackpot prize chligations and related imarest paid 0]
Cash used in noneapital finsmcing activities (303,776)
Cagh flows from capital and related fimancing scitivities:
Purchizses of copital asssts (249
Cash flowa from investing activites:
Matrmities of investments held in trust 137
Investnont eamings received 2248
Cash provided by investing activitios 2,383
Increase (decreass) in cash and caxzh equivalents 12,213
Cash amd cash equivalents - beginning of pariod 238,949
Cash und cash equivalents - end of pediod $ 281,162
mﬁmmmmmmmwmgm
Operating fucoms 306,108
Adjustments to reconcils operating intcoms to
cash provided by opamating activities:
Depreciation and amortization 592
Changes in operating asssts and Hahititles:
(Increase) decreass in accomnts receivable 7,939
(Tncreass) decrease in fnventory 2
(norease) decreass in other agsets (o1
Increnss (decreass) in estimpted privs claims (®70)
Inerenss (decroass) in senomts payable (1,864)
Increass (decteass) in ather acered lisbilities 1,797
Cash provided by operating activities 8 313,849

doo?
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
~naundited-

NOTE 1 - LEGISLATIVE ENACYMENT

meWangﬁﬁamwaaw)wwabﬁshedbymnSmLaﬂmyM(Aa)passaﬂApﬂ 13,
1985,wﬁchmmedaspmidﬁmdmmemﬁmmydsﬁgnmadmme“smlnmh@:” The
pnwseofmsAﬁvmmambﬁshmdimpleMam-opmmdmwmmemmmofa
state lottery commission (Commission) and a director. The Commission, consisting of seven members
amd the Direetor are appointed by the Governor. UndsrtheAcLMComu&mionhascm'tainpowmmrﬂ
thedﬁymwmbHGhMeaforwnducﬁnggmnm,wsdmmewpemdnmbmofgmﬂngmmm
gmmememM@agmﬂs,mdmdoaﬂMnmmhﬁd&ﬂlw.ﬁﬂ
peﬂmmofimduﬁmmdmseofimmwamdmﬁymopaﬂeme[nmhaﬁgMyeﬂim
MANTET. ThsActprovidﬁﬂmtanﬁﬁmmnmnﬂmgeofﬁ%ofthegmssmmmﬁcﬁved&om
mmuﬁymwwm&rpﬁmmddmmﬁdmmm]ﬂﬂmﬁmsmmw
for operation and admirnistration of the Lottery. To the extent available, rematning net profits are to be
distributedmtheSmeofWestVughﬁa.AstheSmtaisablcmimpomitswﬂ]owthel.ottery,ﬂm
mmmmam@mmofmmmmwwmmmmw
mmehwﬁvemﬂﬁnmdﬂmmﬂof&e%asablmdedpmpﬁamyfmdwmpmmm

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES
A summary of the significant accounting policies of the Lottery is presented below,

BASIS OF PRESENTATION — The West Virginia Lottery is a component unit of the State of West
Vmginimmﬂisacmmmdformapmpﬂemyfmdsmdﬂpmmsagwememmgagedhbuﬁm
type activitics. In accordancs with Governmental Accounting Stendards Board (GASB) Statement No.
34, “BasicFiumdalSmnmandeagmmt’sDimimmdAnalysisfmSmmﬂlﬂml
Gwmmenh,”mdwﬂhacmmﬁngpﬁnﬁplwgmemﬂympﬁdmmeUﬁtedSMOfAmmthe
financial statements are prepared on the accruel basis of accounting which requires recoguition of
revenue when earmed and expemses when incurred. As permitted by Govemmental Accounting
Standards Board (GASB) Statement No. 20, “Accounting and Financial Reporting for Proprietary
Funds and Other Goverrmeral Eniities That Use Proprietary Fund Accounting,” the Lottery hes
dwednmwadomanddAmcunﬁngSmdmdstd(FASB)mmdmmﬁmﬂmed
after December 31, 1989mﬂewﬂmGASBspedﬁm]lyadopﬁmhFASBsMem&ﬂﬁmiﬂmprﬂt&ﬂons.

The Lottery is inclnded in the Sip:ta'sbaﬁicﬁnmcialsmmnmtsasapropﬁutmyﬁmdandbmﬁmstypa
aﬁ%u@gﬁem@]ﬁdcofmmmmgmofﬁamwfswmmmﬁnmﬁﬂ
mmnspedﬂpmpomgovmmmgagedhbushwswme&Mmaybeﬁﬁmm
mpmmﬁmdmommmmmﬁnmdﬂmmmmcbaﬁcﬁnmdﬂmof
the State as a result of major fund determination.

USEOFm‘rm—ﬁemepamﬁmoffhnﬁnmdalsmmenEMwnfmﬁtywﬂhmmﬂng
prmciplesgmmuymwpmdmmeUnimdSmofAm&dwra;uheamnmgammmmkecemin
mmw@mmmmmmmmﬂmwsmmmm
related notes to fuancial statements, Actual results could differ from management’s estimstes,

Lottery Attachment December 2008 Financials (February 2009 interims)
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
-Unaudited-

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (coutinned)

LOTTERY GAME OPERATIONS — The West Virginia Lottery derives its rovenues from four basic types
oflomygm&haﬁ,m—ﬂngvﬁmtypegmm.mdwegmmmhﬁmydwdopsmdﬁple
game themes and prize siructures to comply with its enabling legisletion, including ageregate anmual
minimum prize provisions. All banded retailers and agems comprised principally of grocery and
convenience stores sefve as the primary distribution charmel for instant and on-line lottery salos to the
general public,

The Lottery has contracted with a private vendor to mamufacturs, distribute, and provids data processing
support for instent and on-line games. Under the terms of the agreements, the Lottery pays a percantage
of gruss revepmes or gross profits for the procassing end memufacture of the games.

meﬁomhshﬂgameﬂismoguizedwhmgameﬁckeﬂmmﬁ&&emﬂﬂer&mdtbamlaﬁd
prize expense is recorded based on the specific game prize structure, Instant ticket sales and related
prizes do not include the value of fiee plays issued for the purpose of inereasing the odds of wimming a
prize, i

Sales of on-line lottery tickets ave made by licensed agents to the public with the use of computerized
terminals. On-line gemes include POWERBALL®, a multi-state “jackpot™ geme; HOT LOTTO®, a
multi-stats “lotto™ game; Cash25 “lotto” game; Daily 3 and 4 “numbers™ games; and Travel, a daily
“kemo”™ gamoe, Revemus is recognized when the agent sells the tickets to the public. Prize expense is
recognized on the basis of actual drawing resnlis.

Commissiops are paid to ingtant game retailers and on-line agents at the rate of seven percent of gross
sales. A portion of the commission not to exceed one and one quarter percent of gross sales may be paid
from unelaimed prize moneys. The anount paid from wnelaimed prize moneys is credited against prize
costs. In addition, retailers and agents are paid limited bonus incentives that inolude pwize shares on
wimning tickets they sold and & ticket cashing bonns on winning tickets they cash. On a weakly basis,
retailers and agents must remit amounts dus to the Lottery, Retailers may not be able to order additional
instamt tickets if payment has not been mads for the previous hilling period, while an agent’s on-line
texminal may be rondared inactive if payment is not received each week. No one retmiler or agent
accounts for a siguificant amount of the Lottery’s sales or ccounts recaivable, Historically credit loases
have boen nominal and no allowance for doubtful aceounts receivable is considered necessary.

Recetrack video lottery is a self-activated video version of lottery games. The board-operated games
allow u player to place bets for the chimpe to be awarded credits which can either be redleemed for cash
or bo replayed as additional bets. The coin operated games allow a player to use coins, currency, or
tokens to place bets for the chance to receive coin or token awards which may be redeemed for cash or
used for replay in the coin operated games. The racetrack video lottery games® prize structores are
designed to award prizes, or credits, at 2 stipulated rats of total bets played, and prize expense is netted
ageinst total video credits played. The Lottery recognizes us ragetrack video lottery revemue “gross
terminal income” equivalent to all wagers, net of reluated prizes. Amounts required by statute to be paid
to the private and local govermment entities are reported as comnissions. Racetrack video lottety
legislation has estublished specific requitements for racetrack video lottery and imposed certin
restrictions limiting the licensing for operation of racetrack video lottery games to horse and dog

7

Lottery Attachment December 2008 Financials (Febrnary 2009 interims)
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
~Unandifed-

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

racetracks in West Virginia, subject to local county elections permitting the same. The legislation
mmmeﬁmonofmvmﬁmmﬁdwloﬂmymmdmﬁm
any Hcomedmkmbawspmdblefquuﬁngmemsmeqdpmﬂmdbmﬁngﬂmﬂsk
gssociated with the costs of operating and marketing the games.

Lhﬁwdﬁdmloﬂmymﬂmasﬂhcﬁmdﬁdmmoﬂoﬁmymwﬁchwmﬁmlesdh
mmmwzml,lmmﬁmﬁmmmmmmmhm
Thegmesaﬂowaphyﬁmusecmmmpmmmfmwﬂchnnwmmﬁwﬁwgmesmvm
which may be redesmed for cash. The limited video lottery games’ prize struchmes are designed 1o
MMMamwmﬁmmemdpﬁmmhmwmmm
mdiﬁphyeimammyremgﬁmaslhnﬂedﬁdwhmmme“gmmmﬂﬁmme”
eqdmhmmuﬂwagmnaofmmedpdmAmWanﬁEdbysmmmbepddeﬁvﬂamﬁﬁes
mmpmmdoommissimLﬁniﬁdvidmloﬁuypmﬁhddmmsmﬁmﬂlymmnﬂblefm
mqnﬁ:hgequipmemmdbeaﬁngﬂmﬂskmociatedwiﬂimewmd@emﬁngmgmm

T@legmmhﬁﬁwmmhgmemdmmdmmmmmwammm
mmmwmmmywmmmwmmofwmwmmgmﬂ
are the fhree essential elements of @ lotery. Table games are the exclusive intangible imtellectun
mmofmadeemVugiﬁ&Tabhgamlagidaﬂmhmembﬁshﬁspwtﬁoqummfw
table grmes and imposed cartain restrictions limiting the Ycensing for operation of table pames to
horse end dogmce&ankshWestVn'ginia,mbjectwlomlwmdecﬁumpemﬂﬁngthzm Each
memkﬁommdumagunofthemmmmﬁmionwopmmethﬂamblegmwshaﬂ
hmwﬁﬁmrdmofplayﬁrmhmhlcgmeﬁopmmmwﬁchmmbewomdbyme&mﬁsﬁm
Aﬂwagm'sandpay-oﬂ'sofvdnningwagemshaﬂbemadamrdingtoﬂmserulesofplay.Forfhn
pﬁvﬂegeofholdingatablegmnﬁﬁcanse,ﬂmcisleviedapﬁvﬂegetaxofthhty—ﬁvepace:rnofaach
ﬁmnsee’sadjmﬁgmssmaipmforﬂmopemﬁmofWaangiﬁaLoﬁmymblegmes. Amonnts
raquhedbysmmiembepﬂdmpivmmdhmlgwmsmenﬁﬁwmmpmmdmwmnﬁsﬁm&m
logislation further stipulates the distribution of revenues from West Virginia table gemes, and
requires any licansed racetrack to be rasponsible for acquiring the necessary equipment and hearing the
risk asgociated with the costs of operating and marketing the games.

CASH AND CASH EQUIVALENTS — Cash end cash equivalents primarily consist of imterest-eamning
dsposiﬁvﬁﬂzmeWmtVngﬁﬁaBomdofTrmmyhvmm(Bmmdmmrdedmfdnﬂu&

INVENTORY — Invertory consists of jnstant game tickets aveilable for sale to approved Lotiery rotailers
and are carried gt cost.

OTHER ASSETS — Other assats consist primarily of deposits restrloted for payment of certain Multi-State
Lottery Association activities.

CAPITAL ASSETS — The Lottery leases, under a cancelable operating leass, its office and warehouse
fucilities. The Lottery also leasss various office equipment under agreements considered to be

8
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WEST VIRGINIA. LOTTERY
NOTES TO FINANCIAL STATEMENTS
~Unauditeds

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contimued)

cancelable operating lsases. Rental expenso for the six months ended December 31, 2008 and
December 31, 2007 approximated $369,330 and $324,672 respectively.

ThehteryhsadoMamﬂqofcapiﬂiﬁnganﬁﬁhﬂMdemﬁaxcwdﬁg&S,m&
Mmmmmmmamvmmwmmmeqmmm
priucipally of tectmology property, office furnishings and equipmerd necessary to administer lottery
games, are carried at cost. Depreciation is computed by the straight-line method using three to ten year
lives.

COMPENSATED ABSENCES — The Lottery has accrued $371,165 and $298,548 of vacation and $0 and
$467,954 of sick leave at June 30, 2008 and 2007, respectively, for cstimated obligations that may axise
in commection with compensated absences for vacation and sick leave af the cuirent rate of employes
pay. Employees fully vest in alt exmed but vqused vesation. In accordance with State personnel
policles, employses hired prior to Tuly 1,200], vest in wmpsed sick leave only upon
retivement, at which time such unnsed leave cean be converted ints employer paid premiums for post-
mﬁmmmhmlthmmvmgcmaddiﬂomlpaﬂﬁsofmdiﬁdmfmpmpmofdemminhg
rotiement benefits. For employees hired priar to July 1, 1988, the Lottery pays 100% of the post-
retirement health care premium. The Lottery pays 50% of the promium for employees hired after June
30, 1988 through July 1, 2001. The estimated obligation for sick leave is based on historical retirement
rates end current health cere premiums appliceble to employee hire dates. Employees hired after June
30, 2001 do not vest in 1mmsed sick leave upon retirement. As of June 30, 2008 sick leave obligations are
included in the OPEB(Other Postemployment Benefits) liability in Note 15.

NET ASSETS — Net assets are prosented 2s restcleted, nnrestricted and invested in capital assets which
represents the net book valus of all property and equipment of the Lottery.

-

OPERATING REVENUES AND EXPENSES — Operating revenues and expanses for propristary funds such
as&mLoﬁmmmvemmdexpmsesﬂ:ﬂmsﬂtﬁumpmﬁdhgmmpmdmhganﬂ
delivering goods and/or sarvices, Operating revermes for the Lottary are derived fom providing various
dem.mmmmpﬁmwmoﬂmﬁmmd
pmﬁdhgloﬁmygmw,mdadnﬁﬁmmivecxpmsm.wmwmdmnNmee&gtﬁs
definition are reparted es nonoperaiing revenuss and expenses.

NOTE 3 - CASH AND CASH EQUIVALENTS

At December 31, 2008 the carrying amovats of deposits (overdraft) with financiel institutions were (56)
thousemd with a bank balance (overdraft) of $38 thousand. Of this balence $100 thousand wes covered
by federal depository insurance with the remaining belance collateralized with securities held by the
State of West Virginia’s agent in the State’s name.

A summery of the amount on doposit with the West Virginia Board of Treasury Investmonts (BT is as
follows (in thousands);

Lottery Attachment December 2008 Financials (February 2009 interims)
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
-Unandited-
NOTE 3 - CASH AND CASH EQUIVALENTS (continued)
December 31, 2008 Jung 30, 2008
Amount on deposit with the BTI $251,168 $239.002

mdamﬁEwhhmeBﬂmmofmeSdeeﬁVnginh’smsoﬁdmdhvmmmuqdﬂﬁy
pmlmdmnotsapmmlyidsnﬂﬁableusmspeciﬁctypmofsacuﬁﬁm Investment meome is pro-rated
mmmmummﬁmwmmwmmwmofmemmmmw
thstutaldsposiisofanstamﬁgmciaspmﬁcipaﬁnginthepooL Such fuuds ere available to the Lottery
with ovemight notice.

NOTE 4 — CAPITAL ASSETS

Amyﬁmmmmmmmmal,msmmﬁnm(m
thousands):

Capital Assets:
Historical Cost Historical Cost
_At Jume 30, 2008 Additiens Deletions At December 31, 2008,
Construction in
Progress $ 285 ) . 3 (285 h) -
Tmprovements 1,120 - - 1,120
Equipment 16,193 245 - 16,438
$ 17,598 $ 245 $ (289 $ 17,558
Accumulated
Depreciation:
Historical Cost Historical Cost
At Jume 30, 2008 Additions = Deletions At December 31, 2008
Improvemerts § 1,002 § 38 $ - $ 1,040
Equipment 11,345 054 - 12,299

$ 12,347 & 992 $ - $ 13,339

NOTE 5 - PARTICIPATION IN THE MULTI-STATE LOTTERY

The Lottery is a member of the Muld-State Lottery (MUSL), which operates the semi-weekly
POWERBALL® jackpot lotto geme and HOT LOTTO® game, on behalf of participating stats lotteriss.
EachMUSmebmseﬂsgameﬁckeEthroughhsagmmdmakasweaklywﬁcmsfmmﬁm
MUSLinanamountemﬂvalemtOthstotalpﬂmpoollthaamoun:tofpﬁmswunmmhstam.
Iﬂﬁerpﬂmm&pﬂiddhwﬂymthawﬁmmbyaachmmberloﬂmy.mpﬂzepoolfm
POWERBALL®, and HOT LOTTO® is 50% of each drawing period’s sales, with minfoum jackpot
levels. Revenues derived from the Lotiery’s participation in the MUSL POWERBALL® jackpot game
for the month apd year-to-date pesiods ended December 31, 2008 wero $3,694,658 and $23,951,254

10
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
Unandited-

NOTE 5 - PARTICIPATION IN THE MULTI-STATE LOTTERY (continued)

wbﬂsrelaﬁadpnzeeostsforthemmepenodswmm 883,626 and $12,073,440. Revemmes dexived
from the Lottery’s parti mmﬂerOTLOﬂO@gmeforthamoﬂhandm%dﬁapmods
ended December 31, 2008wm'e$350?80m1d$2,373604whﬂerelatedpnzecostsforﬂ13mmepmods
were $177,949 and $1,191,430.

MUSL places 2% of each POWERBALL® drawing period’s sales in separate prize resetve funds that
serve #s g comtingency reserve to protect the respective MUSL Product Groups from vnforeseen prize

habﬂiﬁes.Cmaﬂy.ﬂmMUSLBoardofDumhasphoedaﬁsmmﬂhmﬂonthc
POWERBALL® Prize Resetve Fimd and a $25,000,000 limit on the Set Prize Reserve Fund. These
funds can only be used at the discretion of the respective MUSL Product Group. Onee the prize reserve
fimds exceed the designated limit, the excess becomes part of that particnlar prize pool. Prize
reserve fund monies are refundable to MUSL Product Group members if the MUSL disbands or, after
one year, if a member leaves the MUSL. At December 31, 2008 the POWERBALL® prize reserve
fimd had 2 balance of $98,651,992 of which the Lottery’s share was $2,346,850. The Lottery has
churged amounts placed into the prize reserve funds 1o prize costs as the related sales have ccourred.

NOTE 6 - RACETRACK VIDEO LOTTERY

The Racetrack Video Lottery legislation stipulates the distribution of racetrack video lotiery rovenuss.
This leglslation has bean amended sinc incgption to restate revenne distribotion based om revenue
benchmarks. Initially, four percent (4%) of gross terminal revenue is allocated for lottory administrative
costs. Sixty-gix percent (66%) of net terminal revemme (gross less 4%) is allocated in licu of
commissions to: the racetracks (47%); other private entities associated with the racing industry (17%);
and the local county and mopicipal govermments (2%). The remsining revennes (34%}) of net terminal
revenus is allocated for distribotion to Stato as specified in the Racetrack Video Lottery Act or
mse%u_mnsmwbudgenmdm%dm&cNom9ﬁﬂed“NompmaﬁngmmhﬁmmmSmmd
West Virginia.”

mﬁrﬂm&mmkmmwhmmecmywmmmﬂrwmemmeﬁmlymIIMna
terminal reverme, The counties and incorporated municipalities split 50/50 the two percent (2%) net
terminal revenus.

The second benchmerk oceurs when the current year gross terminal revenne meets the fiscal year 2001
gross terminal revenue. The four percent (4%) Is no longer allocated for lottery adminisirative costs;
instead the Staie receives this for distribution as specified by legislation or the State budget.

The final benchmark o¢curs when the curremt year nst terminal revenue meets the fiscal year 2001 net
termuinal revenue, At this point a 10% surcharge is applied to net terminal revenue, with 58% of the
surcharge allocated for distribution to the State as specified by legislation or the State budget, and 42%
of the surcharge aflocated to separate capital reinvestment funds for each Jicemsed racetrack. After
deduction of the surcharge, 55% of nst temminal revenus is allocated in liou of commissions to: the
racetracks (42%); other private entities associated with the racing industry (11%); and the Jocal couaty
and incorporated mumicipality governments (2%). The remaining not termingl revenne (45%) is

11
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
JUnaudited-

NOTE 6 - RACETRACK VIDEQ LOTTERY (continued)

mmﬁrammmmesmemspmﬁmmmwvmmmmmmm
budget, ag described in Note 9. Anmumaﬁ-ommempimlramvesunemfmdmybedistn’bmedtomh
asenmulated in the fund revert to the state excess lottery reverme find.

TthVLoﬂzry,alongwlfhtheRhodaIslandmchlawmloﬁc:iﬁs.pmﬁuipaIeinMulﬂ-Juﬁsdicﬁonal
Wide Area Progressive (MWAP) video games. This allows each of the lotieries to offer a higher
mgmiijkﬁﬁmﬁmywﬂdgmemaﬂm@%mgmthepmgrmﬁwmmﬂchug&s
eachparﬁcipantaMWAPwntribuﬁonfaeoﬁ%ofthe&mouuiwagerad.Ammnryofmeetmckvidm
muérymnusaforﬁamomhendedDeoamberSl.ZDUBandyem-to-daiefollm(inﬂmusmds):

Curent  Month Year- to Date

2008 2007 2008 2007
Total credits played $ 616919 $712,494 $ 4,283,504 $4,707,500
Credits (prizes) won (857,084) (§42,575) (.864,472) (4,234,636)
MWAP Contributions @) @91) (2,289) (1,838)
Gross tarminal Income 50,534 65,228 16,78 251,006
Administratéve costs (1,095) (1,307 (13322 (14,024)
Net Teominal Income 58,439 67,921 403,421 436,582
Less distribution t0 agents (32,626) (38,074) (240,453) (@259,514)
Ragetrack video lottery revermes _ $25,813 _ $ 79,887 5162968 $ 177,468

Amofﬁ@lommwdmmﬁrmmmmmmmﬁ
legislation follows (in thousands):

Dgcerber3]1,2008  YeartoDafg

State Lotiery Fund § 7,882 $97,120
State Excess Lottery Revenes Fund 14,472 35,948
Capital Reinvestment Fund 1,297 3,207
Tourlsm Premntion Fumd 1.375% 743 5396
Devalopment Offise Promotion Fund 375 % 203 1,471
Research Challenge Fund 3 % 270 1,963
Capitol Renovation & Improvement Fund .6875 % an 2,697
Parking Garaga Fund .0625 % 34 245
Parking Garage Fund 1% - 500
Cnltural Fecilitfes & Capitol Resonrces Fund .3 % 58 1,500
Capitol Doms & Capltol tmprovemsms Pund .5 % 4m2 1,974
Worksr's Compensation Debt Reduction Fand 7% - 11,000

Total nonepereting disttibations $25,813 § 162,968

12
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
~Unandifed-

NOTE 7 - LIMITED VIDEO LOTTERY

Lhﬂmdﬁ@oloﬂmyhgislﬂﬁmmmedm%mhmembﬁshedspmtﬁomﬂmemmﬁngcmﬁn
resnicﬁonslimiﬁngthelicanshgforthaoparaiionoflitnimdvideolottarygﬂmmtoﬂomtsmina]s
phcadhﬁmsedrdnﬂm.ﬁmﬂmsedmﬁmmmthoﬁammmmmﬁfmmmlemd
cmmmﬁmm@mofﬂmholmnm«ﬁﬂoﬁmﬁngbem%loﬁaryhubmchmg&dwﬁhme
Mmﬁmﬁmmhoﬁngmdmgdﬁmofﬁmmcm.mhglﬂhﬁmmsﬁpnm&
distribution of revemues from the limited video lottery games, and requires any licensees to comply with
ﬂldeMmmdregﬂaﬁomofﬁﬁMﬁmymordmmmnﬁnmimmmﬂummLhﬁiedVidw
Mmmylegislmionsﬂpmmﬂrﬁofmmnmmlmmdepoﬁwdﬁﬁoﬁemloﬁﬂyﬁmdfm
mem.mmmemmmofmpmﬂhwbemmmmm
Excess Lottery Revenue Fund. Such percentage is betweon 30 and 50 percent and is subjectto change
onaqmlymmm&mmﬁmedwmmmdmmm@ﬁﬁwmﬂm
mmmmmcnbedbyﬁzshh&Thercmaﬁngmmmnofgmmmﬁtismidmmmﬂmmdfm
mmmﬁbﬂh%%mﬁhmﬂﬁmﬁxﬁﬁdﬁ@bﬂwmﬁnﬁsﬁmhﬂmw
smeemMuﬁdmlmdmwdﬁﬁbuﬁommammmdmrmmnpmgmmAmm
of limited video lottery revermes for the month ended December 31, 2008 and yoar-to-date follows (in

thousands):

Corrent  Month Year- 1y -Date

2008 2007 2007
Total credits played $403,570 $410,803 $2,441.308 £2.416,444
Credits (priz=s) won (370,035) (376,337) {2:240,325) (2,217,177)
Gross terminal imsoms 33,535 £33,968 $200,580 . 8169,267
Adginistrative costs (6n) (679) {4,020) (3,989)
Gross Profit 32,864 33,289 £196,960 $195,282
Commissicms (16,432) (17.976) (98,480) (101,600)
Mimisipalities and Cormtles (657) (666) (3,939) (3,906)
Limited video loftery revenmes $18,775 $14,647 594,541 $89, 776

NOTE 8 ~ TABLE GAMES

‘Table Games legislation passed in 2007 per House Bill 2718, Table games include blackjack, roulstte,
mapamdvmiomwpasofmkm.&shmm&ﬁmmmbjmtwamivﬂegemofmm
percent (35%) of adjusted gross reveipts which will be deposited weekly into the Racetrack Table
Gamss Fund. '

From the gross amounts deposited fto the Racetrack Table Games Fund, the Commission, on a monthly

Retain3%oftheadjumedmmceipﬁforﬁﬂmﬁwmofwﬁchﬂlwﬂﬁ]%,ﬂﬂﬂmdnm
more than $500,000 anmuelly will be transferred to the Compulsive Gambling Treatment Fund. Transfer
two and one-half percent of adjusted gross receipts from all thoroughbred rucstracks with West Virginia

13
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
-Unaudited-

NOTE 8 - TABLE GAMES (continued)

Lottery table games to the spscial fimds established by each thoroughbred racetrack table games licensee
for the payment of regular racetrack purses to be divided equally among each licensee and fransfer two
and one-half percent of adjusted gross receipts from all greyhound racetracks with West Virginia Lottery
table games to the special funds established by each greyhound mcstrack table games licensee for the
payment of regular racetrack purses to be divided squally emong cach Heensse. Transfer two percent of
the adjusted gross receipts from all licensed racetracks to the Thoroughbred Development Fund end the
Gruyhound Breeding Development Fund to be divided pro tuta among the development funds. Tremsfer
one percent of the adjusted gross receipts from each licensed racetrack to the county commissions of the
counties where racetracks with West Virginia Lottery table grmes are located to be divided pro ruin
among the counties, Transfar two percent of the adjusted gross receipts from each licensed racetrack to
the goveming bodies of municipalities within counties where recetracks with West Virginia Lottary
table games are located as preseribed by statite. And transfer one-half of one percent of the adjusted
gross receipts to the governing bodies of municipalities in which & racetrack fable gemes licensee is
locsted to be divided equally emong the rmicipalities. The Copnmission will distrdibute the remaining
gmounts, hereinafier reflerred o as the net amounts in the Racstrack Table Games Funds as follows:

1) Tremsfer four percent into & special fund to be established by the Racing Commission to be
used far payment into the pepsion plan for all employess of each Licensed mcing arsociation;

2) Transfor ten pereent, to be divided and paid in equal shares, to each county commission in the
state where table games are not located;

3) Transfer ten percent, to be divided and paid in equal shares, to the governing bodies of each
municipality in the state where table games are not located; and

4) Transfer seventy-six percent to the Stete Debt Reduction Fund.

The cash transferred to the State Debt Reduction Fund in the omrrent month is iacluded ip Note 9-
Nonoperating Distributions to the State of West Virginia, The table games adjusted gross receipts for the
month 2nd year-to-date periods ended December 31, 2008 were $8,170,072 and $47,227,948,
respectively. The following table shows the month and year ~to- date totals of the privilege tax and the
accrued distributions (in thousands) to be transferred in the mbsequent month:

Month YTD
Table Geames Privilege Tax $ 2,860 316,530
Intorest on Table Games Fund 2 19

Adryinistrative Costs (245) (1417
Total Available for Distribution 2,617 15,132

Less Distributjons:

Racetruck Porse Funds 204 1,180
Thoroughbred & Greyhound Dovelopment Funds 163 Q44
Racing Commission Pepsion Plem 79 455
Mumnicipalities/Counties 679 3.924
Total Distributions 1,125 6,503
State Debt Reduction Fund __S14% _ $8620
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
-Unaudited-

NOTE 9- NONOPERATING DISTRIBUTIONS TO THE STATE OF WEST VIRGINIA

mmpmo&mﬂydkﬁbmmmplusMaxdmiwofmmmedmdd:ﬁwdﬁum
limited video lottery amd a portion of macetrack video lottery fumds, to the State of West Virginia in
accordeance with the legislation. For the year ending Jime 30, 2009 the State Logislatore budgeted
$168,151,542 of estimated profits of the Lottery for distributions to designated special revenue eccounts
of the Stats of West Virginie. With regaxd to the State Lottery Fund, legislation stipulates thet debt
smﬁwpaymmﬂbagimapdoﬁtymaﬂoﬂm@n&fmshh@mawhmuﬁmﬂedpmﬁmmm
sufficient 1o provids for payment of all appropristed distributions. Debt sexvice payments of $1,800,000
and $1,000,000 per month for the firet ten months of each fiscal year ourrently have such priority.
TmsfmsmdemmmmmcSMaExmsmeemmFmdhawdmﬂumqﬁWcmmﬂy
payments are $2,900,000 per month for the first ten months of each fiscal year, with $1,000,000 of this
amount boginning September 2004. In addition, Leglslation provides that, if in any month, there is &
shortage of fimds in the State Excess Lottery Reveme Find to make debt service payments, the
necessary amount shall be transferred fram the State Lottery Fund to cover such shortfall, aftor the State
Lottery Fund debt service payments have been made, Repayments to the Stato Lottery Fund are required
to be mads in subsequent months as fonds become aveileble. During the month ended December 31,
2008 the Lottery made such distributions and acerued additional digtibutions of $42,888,152. The
Lottery is a non-appropriated state agency and therefore does not have a budget adopted by the
Legislatore, Since the onactment of the Racetrack Video Lottery Act, the Lottery is also statutorily
reqrired to distribute Income from macetrack video lottery operations as described in Note 6. As of
December 31, 2008 the Lottery accrued additional distributions relating to racetrack vidso lotiery
operations of $944,547.

Note 7 deseribes the I jmited Video Lotiary Act and the statutory distributions required to be mads from
limited video lotiery operations. Note 8 describes the Table Games Act and the statntory distdbutians

required o be made from table games operations,

A sumnary of the cash distributions mads to certain state agencies to conform to the legislation follows
(in thousands):

ET DI 31. 2008 Year-to-Date

Bmmmgmémw‘” el T
0 1
Library Commission . 651 10,827
Higher Education-Policy Commission 622 10,355
Tourism 448 7460
Natura! Resomrees 197 3273
Division of Culture & History 331 5511
Department of Edncation & Arts 68 1,137
School Fuildin Authority 11'.500099 Lgﬂ
5
Total State Lottery Fund $ 10,409 $ 143,462
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WEST VIRGINIA LOTTERY

-Unaundited-

Total State Excess Lottery Revenue Fund

' N s N e W

Total Budgetary distributions:
Veterans Instant Ticket Fand

Racers igtributions:

Tourism Promotion Fund 1.375%

Developmeant Office Promotion Fund .375%
Resaarch Challenge Fund 5%

Capitol Renovation & Improvement Frmd .6875%
Parking Garage Fund .0625 %

Parking Garage Fund 1 %

Cultural Facilities & Cap. Resources Faond .5%
Capitol Doms & Cap. Improvements Fund..5%
Workers Compensation Debt Reduction Fimd 7%
Total

- W

Table Ganes State Debt Reduction Fund
Total nonoperating distributions to the

State of West Virginia (cash basis)
Accrued nonoperating distributions, beginning
Acsrued nonoperating distributions, end
Total nonoperating distributions to the

State of West Vitginia

- oM R Py e -

NOTES TO FINANCIAL STATEMENTS

4018

NOTE 8- NONOPERATING DISTRIBUTIONS TO THE STATE OF WEST VIRGINIA
(continued)

$ 11,400
6,000
56,819
97,000
4253
374

$ 31,301

$ 41,710

$ 105,846

$ 249,308

$ 32

$ 636
174

319
29

138
326

232

$ 405

$ 53
1,454
1,938
2,665

242
500
1,500
1,876
11,000

$ 1,834
$ 1,505

$ 45,101

(181,814)
183,255

$ 26504
8,249

$ 284,466

(166,967)
183,255

3 300,754

$ 46,542
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
“Unaudited-

NOTE 10 — RESTRICTED NET ASSETS

On June 14, 2006, Houss Biil 106 was enected by the West Virginia State Legislature to set eside
wwmmmofmmwmmmmmmmﬁmdwm
mb]hghgiﬂﬂimoflmﬂiﬁm@mhmkﬁdmhﬁammdlﬁﬂtedﬁdwluﬁmygmmhmmm
nottpexoeed$20.000,000Mgimhgmﬂmlyemzmmmhymﬂnoughﬁmﬂmmlzm
assots are o be set asids for the design and construstion of a building fox the nse of the Lottery and
oertainmherStaIeofWeﬁV'nginiagwmmmtalenﬁﬁes.Thﬁlamycontﬁbuted$16,305,938tothﬂ
fimd for fiscal year 2008 plus related interest of $1,354,095.

NOTE 11 - COMMITMENTS

mmmmmhmmaddefmdsum&ﬂﬁcwdmwfmmmdﬁﬁmofﬁmm
As of Juus 30, 2008, 2 balmge of $5,497,770 is availeble for this purpose.

NOTE 12 - DEFERRED JACKPOT OBLIGATIONS AND INVESTMENTS HELD IN TRUST

Prior to becoming a member of the Multi-State Lottery in 1988, the prizs structure of certain games
operatedsolalybytheLoﬁm'yinchldedjaokpotpﬁm'l‘hel.ottmy.aiitsdism'eﬁon,coulﬂchooseto
awmﬂmchpﬁzmmthcformofeitheralnmpmmpaymmtorineqm]insmﬂrnemsovarapsﬁodoflo
orZOymﬁmugthmhmBl.ZOOB,ﬁaMﬁmyhmmmdaﬂmmﬁymedafmedjmkmeﬂm
totaling approximately $28,868,786. Deferred prize awards werc recognized as prize liabilities
equivalent to the present valus of futnre prize paymenis disconnted at interest rates for govermment
securities in effect on the date jrizes were won. The imputed interest portion of the deferred prize is
caloulated naing the effective rterest method at rates rauging from 7.11% to 9.13%.

Asmmmofﬁemammvmueofmemﬁnmgobﬁgaﬁomﬁrdefmedjmkpotmmmﬁﬂm
(in thousands):

December 31, 2008 June 30, 2008
Presant value of deforred prize award obligations:

Discounted obligations outstanding S - $ 120
Imputed interest accrued —_ 9
- 129
Less qurrent portion of discounted
obligations end accrued intarest - (129)
Long-term portion of deferred prize
award obligations $- I
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
-Unandited-

NOTE 12 - DEFERRED JACKPOT OBLIGATIONS AND INVESTMENTS HELD IN TRUST
(continued)

Cashpaymm!ﬂmdefmedpﬁzeobﬂgnﬁomforﬂieywmasfoﬂows(hﬂmds):

Original
Disooumted
Obligatians Tmputed
Year Ended Outstanding Intorest Total
e 30, 2005* 120 10 _J3u
§ 120 & 14 3 130

“Paid 8/15/2008

The Lottery hes purchased long-term investments consisting principally of zero coupon govarnment
securities to fimd deforred jackpot prize award obligations. Snoh investments &re maintained in a
sapmmﬁndadmhismradbymnWmVrghﬁaBomefhamhvmmmbehdfofﬂm
Lommdﬂmjackpotpﬁzewhnmwﬁhmmmnwﬂﬁmappmthﬁngdefmedpﬁm
obligation installment due dates. Tivestments are oarred at fifr velue deterrained by quoted market
prices for the specific obligation or for similar obligations, Changes in fafr value are included as part of
investment income. In accordance with Statement No. 3 of the Government Accounting Standards
Mﬁmhvwﬂmﬁmclessiﬁedumlevdofﬁskm&mgmyl,wm&?mhdmhmmm
areinsmedarregistamd,orforwhichthesecnﬂﬁesmhaldbymeSmaorﬁsagantMtheSmﬁa’snme.

NOTE 13 - RETIREMENT BENEFITS

All foll-time Lotiery employees zre eligible to patticipate in the State of West Virginia Poblic
Employess’® Retiroment System (PERS), 2 cost-sharing multiple-employer defined benefit public
employee retirement system. The PERS is one of several plans administered by the West Virginia
ConsoHdaIedPubﬁoRzﬁmnmn(CPRB)mdmfhedirewonofirsBoardomemwhichmnaistsof
the Governor, SmaAudiw:,SmmMM,SmmryoftheDepaﬂmmﬁofAdmhﬁmaﬂmmdnma
members appointed by the Governor. CPRB prepares separutely issued financial statements covering all
mﬁ:mmmﬁadnﬁﬂ%wﬁchmbeobﬁinad&m&moﬁdﬁe&%ﬁcmﬁmmmm
Building 5, Room 1600, State Capitol Complex, Charleston, West Virginia 25305-0720.

Employeeswhoretireatmaﬁerageaixtywnhﬁveormoreymofcpnti‘onﬁryservicemwhoret&e
a.tora&arageﬁﬂy—ﬁvamdhmcomplmdwmty-ﬁvayamsofuediwdsaﬁwwimmemduedmd
service equel to eighty or greater arc eligible for retirement benefits as established by State statuts.
ReﬁramembeneﬁEmpawbhmonﬂﬂyforﬁfe,mmofomofasﬁﬂgM-ﬁmmdtyeqmlmm
Mofmm'smgemmmmWBGmemwﬁﬁnmm
10yeafrsofamploymam. multiplied by the nmber of years of the employee’s credited service at the
time of retirement.

Lottery Attachment December 2008 Financials (February 2009 interims)
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
~Unandited-

NOTE 13 - RETIREMENT BENEFITS (eontinued)

Covemdemployeesmraquiredtomnnibuteu%oftheirsdﬂrytoﬂ:cPERs. The Loitery is required
to contribute 10.5% of coversd employess’ salades to the PERS. The reguired employee and employer
mnmbuﬁmpmmmgeahwebmeﬁabﬁahedmdchmgedﬁnmﬁmemﬁmebym&mesmm
ugidﬁmmmdmwmﬂalﬁommmtmadaﬂydmhom,wmaﬁﬂvﬂuﬁmm
performed to assist the Legislature in determining appropriate contributions. The Lotiery and employss
contributions, for the pericd ending December 31, 2008 are as follews (in thousands):

December 31,2008 ~ Yeanto Date

Laottary contributions $56 $330
Employee contributions 24 145
Total contributions $80 $475

NOTE 14 - RISK MANAGEMENT

T‘heLoue:'yisexposadmv'a:iousﬂaksoflossr&latedtomrm;meﬂof,ordamagetn,anddmﬁonof
assets; errorg and omissions; injuries to employees; and natural disasters. The Lottery participates in
several risk menggement programs adwinistered by the State of West Virginia, Each of these risk pools
have issued separate andited financial roports on their cperations. Those reports include ths required
mmpbmﬂmyhfommﬁonwmmhgﬁemeﬁaﬁmofdﬁmsﬁabﬂﬁmhymofmnmmm-
year claim development information. Complete finmuoial statements of the individual insurance
enterprise fimds can be obtained directly from their respective adminisirative offices.

WEST VIRGINIA WORKERS’ COMPENSATION COMMISSION (WCC)

ThSdemVﬁgiﬁﬂmMmexduﬁWM&magedmm’mpmmﬁmmm
pmgmm(WCC)pﬂmmDemmbaal,ZOOS.Aﬂmwworkforﬂmpﬁvnﬁzaﬂonofwuﬂsm'
mmmwwvmmmmbﬁshﬁwﬁhﬂmwgeomeBmmeme
WCC trust fund was terminated effective December 31, 2005. A privatized business entity, BrickStreet
Administrative Services (BAS), was established and becams the administrator of the WCC Old Fund,
beginning Januery I.ZMG.mdthmem&afmsevenym.mdwiﬂhavaaﬂadnﬁnismﬁvemd
adjudicmwmhoﬁtypeﬁcmlyvmadmmeWCCmﬁndhadmhﬁmﬁngoldhwﬁabﬂﬁwm
o&enﬂmmocwﬁngmddeddﬁgummmBASwmbepaidamnMyadnﬁﬁmaﬁmfeemd
mmdpremhmmpmddeamomptanﬂeqﬁmhlesymmforwmpmsaﬁmfminjmymhﬂm
course of and growing out of employment, The monthly administrative fee for the West Virginia Lottery
has been set at a leval consistent with prior year paymemts and ‘the new rate or premium will be
established on an expetience rated basis. The West Virginia Lotiery is required fo participate in the new
BrickStreet Administrative Services (BAS) sxperience rated pool, which is expected to be rate adjusted
on a quartarly basis.

PUBLIC EMPLOYEES’ INSURANCE AGENCY (FEIA)

TheuﬁmypuﬁﬁpmmmePubﬁcEmloyms’hsmceAgmcywhichpmﬁdasmemployee
benefit insurance program to employees. PELA wes established by the State of West Virginia for State
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
~Unaudifed-

NOTE 14 - RISK MANAGEMENT (continued)

Mmlm@wmmmmMemmﬁcmemmm
0 be covered by PEIA. Pmmmammﬁmm&ftmmgmwﬁchm
hospital,surgioa],majormndiwl,prasmpﬂn' n drug basic 1
and rate setting polisies are established by PELA. 'I'hccostofa.[lcovaragedstzmﬂnedhyPElAshaﬂ
be peid by the participants. PmmimnsmestahﬁshedbyPEIAandarepaidmnmhly,mdmd:pendmﬁ
upommongmhmﬂﬁngs,wvmgeraqﬁmd,mbmofdspmdmmw.mm@plmaqd
mﬁvemphyaasvammedamployeeamdlemlofmmpmwﬁmwmgemdmmmpmgmmm
Jimited to $1 million Lifetime for health and $10,000 of life ipsurangce coverags.

basﬁ:ﬂytmsfenedfnaﬁsksofcovamgetoﬁeMmgedC&rﬁOrganizaﬁon (MCO) Plen to the plan
providet, andhasmsfmedmeﬁskaofﬂmﬁfeinmcccovemgemaﬂﬁrdpaﬂym. PEIA
mﬁy&mgﬁeqrﬁvﬂeﬂprmimsﬁrpmﬁcipmmmaimﬂthemdmnﬂyplmmﬂmMCO Plem.
‘Altogether, PELA insures approximately 205,000 individuals, including participants and dspendents.

BOARD OF RISK AND INSURANCE MANAGEMENT (BRIM)

ThemmypmﬁoipatwhtheWesthgiﬁaBomdofRiskmdhsmmcMmagemchRM,a
commonﬁskpoolcmmﬂyopmﬂngasawmmmﬁskmagmmmmmmgmmfman
Smagendaa,wmponmﬂmﬁs.mdothalocdgovmmﬂmlagmdeswhovﬁahmpmﬁdpm The
Lottery pays an annual premium to BRIM for its general insurance COVeTAge. Fund underwriting &nd
rate setting policies are established by BRIM. The cost of all coverage es determined by BRIM shall be
paid by the participants, ThﬂBRMﬁakpoolratainstheﬁskofthcﬁMSInﬁﬂionpmpmpeﬂyewnt
audpmchasesaxcessinsmmoeonlomsahovethatleveL Excess coverags, through en outsids insurer
rmderthis;:mgmmislhnhedmszoomﬂﬁonpuevm,subjectmﬁmitsanwminpmpmty.BRMhas
$1mi].}ionperocmmencemvemgema:ﬁmumonaﬂthi:ﬂ-partyﬁnbﬂityclaims.

NOTE 15—~ OTHER POSTEMPLOYMENT BENEFITS (OFEB)

The GASB has issned Statement No. 43, "Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans,” and Statement No. 45, “Accounting and Fineuelal Reporting by Employers for
Postemployment Benefits Other Than Pensions” (OPEB). The State nor the Lottery has previously
reported in its finamcial statements costs assooiated with future partici jon of retirees in health benefit
plms.TheGASBsta:hamemsmbmdonthapmnﬁsathﬂﬁm“msts“ of employes services should be
wmrﬁd&ﬁng&epeﬁo&whm&ﬂwﬁmmemdme&&gimhgwﬁhﬁ@meﬁhg]wﬂm
ZDOB.meSmcmﬂlhnplemmnangmdﬁnmdﬂmpmﬁngmqﬂremmHasmemphymmdm
GASBH SmcmemNo.AS.TheﬁnmcMmmmmeMOPEBﬁmddemdﬁmdingpmm
mdmy“pramiudefrwNﬁngﬂmmePMIEgofmﬁmepmﬁdpMWﬁhw&wmoyeasm
the health benefit plans, For "employer” OPEB reporﬁngmeSmtewﬂlraport"expense“ on an accrual
basis in the amomt of the "anmmal required contribution” and a "Hability” for the amount of the "smuel
required confribution” that was pot actually paid.
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WEST VIRGINIA LOTTERY
NOTES TO FINANCIAL STATEMENTS
~Unandited-

NOTE 15 - OTHER POSTEMPLOYMENT BENEFITS (continued)

Funds have not been set aside to pay future costs of retirees, but the Legislature in response to the GASB
statoments, has made statutory changes to create the West Virginia Retires Health Benefit Trust Fund
(RHBT), an imevocable trust fond, in which employer contributions for fiture retives health costs may
be accmomiated and invested, and which is cxpected to facilitate the seperate finanoial reporting of
OPEB. The legislation requires the RHBT to defermine through an actuarial study, as preseribed by
easnm.43.mmcmmnmcmmmmmnmmmwmmm
n an actuarially sound memner, The ARC shall be allocated to respective employers including fhe
Lottery who are required by law to remit at least the minimum annual premium compopent of the ARC.
Revenugs collected by RHBT ghali be used to fund current OPEB healtheare claims and administrative
expenses with residue fimds held in trust for future OPEB costs. The Ammual Required Contribution rute
1s $461.06 per employee per month. In fiscal year 2008, the Loitery paid premiums of $98,625 end the
State of West Virginia, through its General Revere Fund on the Lottery's behalf, has paid $472,247
towards the Anmual Required Coniribution. As of June 30, 2008 the Lottery curied a Hability of
310,073 on its balance shest for OPEB.

NOTE 16 —~ NEW ACCOUNTING PRONOUNCEMENTS

The Governmenta] Accoimting Stendards Board (GASB) issued Statement No. 50, Pension Disclosures,
an amendment of GASB Stetements No. 25 and No, 27, in 2007. This Statement mors closely aligns the
financial reporting requirements for pensions with those for other postermployment benefits (OPEB) aud,
in doing so, enhemees information disclosed in notes to the financial statements or presanted as required
supplementary information (RSI) by pension plans and by employers that provide peasion benefits. The
reporting cheanges required by this Statement amend applicable note disclosure and RSI requiremeants of
Statements No, 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for
Defined Conitribution Plans, and No. 27, Accounting for Pensions by State and Local Governmental
Employers, to conform with requiremenis of Statements No. 43, Finsuclal Reporting for
Postemployment Benefit Plans Other Than Pension Plans, and No. 45, Accounfing and Finmnoial
Reporting by Employers for Postemployment Benefits Other Than Pensions, This Statement is effective
for periods begiuming after June 15, 2007, and management has not yst determined what fmpact, if zuy,
it will have on the financial statements,
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WEST VIRGINIA LEGISLATURE

Office of the Legislative Auditor
Budget Division ‘ __t 2
Building 1, Room 314-West Wing :

1900 Kanawha Blvd. East

Charleston, WV 25305-0590 , 304-3474870

Memorandum

To: Honorable Senate President Tomblin
Honorable House of Delegates Speaker Thompson
Honorable Members of the Joint Committee on Government and
Finance

From: Ellen Clark, C.P.A.E:glf
Director Budget Division
Legislative Auditor’s Office

Date: February 5, 2009

Re: Status of General Revenue Fund January 31, 2009

We have reviewed the cash revenue flows of the West Virginia
general revenue fund for the months of July -~ January of flscal

year 2008-2009. The status of the fund collections are as follows:

The net collections were 101.28% of the estimate for the fiscal
year. The amount ABOVE estimate was § 28 million for thea year.

Personal Income Tax collections were $ 20.3 million owver the
estimate for the fiscal year.

Severance tax collectlons were $ 36 million over the estimate for
the fiscal year.

Corporate income and business franchise collections were $ 9,3
million below the estimate for the year.

Gen Rev /Stateydip€ommittee on Government and Finance
Page -1-
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State Road Fund

The state road fund was collected at 98.98% of the estimate for the
months of July - January 2009. The entire fund was $ 3.6 million
below the estimate for the year.

Rainy Day and Personal Income Tax Reserve

Revenue Shortfall Reserve Fund A(Rainy Day Fund) had a cash
balance of $ $250,839,721.46 as of January 31, 2009.

Balance July 1, 2008 289,801,853.25

Cash flow loan to General - 58,000,000.00
Revenue on July 1, 2008.

To be repaid 90 days. This is
a normal occurrence in July
due to cash flow demands; will +58,000,000,00
be repaid in September. Repaid
September 26, 2008.

Revenues July 1, 2007-June 17,638,764.23
30,2008 (Surplus from FY 2008
transferred in August 2008.)

Earnings - 56,600,896.02-
Balance January 31, 2009 250,839,721.46

Revenue Shortfall Reserve Fund B (Tobacco Settlement Monies) had a
cash balance of § 216,978,244.06 as of January 31, 2009.

Balance July 1, 2008 291,275,042.97
Earnings -74,2%6,798.91-
Balance January 31, 2009 216,978,244.06

The Special Income Tax Reserve Fund had a cash balance of
$45,019,318.96 as of January 31, 2008.

Balance July 1, 2008 45,019,318.96
Revenues July 2008-June 2009 -0~
Balance January 31, 2009 45,019,318.96

Gen Rev /State Road



MOTOR FUEL EXCISE TAX SHORTFALL RESERVE FUND

Motor Fuel Excise Tax Shortfall Reserve Fund had a cash balance of
$ 27,319,224,03 on January 31, 2009. This fund was created by HB
218 during the June 2008 special session to act as a reserve fund
when the highways motor fuel excise tax fails to meet monthly
revenue estimates.

Balance July 1, 2008 $ 40,000,000.00
Appropriated by supplemental
SB 2019, June 2008

Transfers out to Highways Fund - 12,680,775.97-
Balance January 31, 2009 27,319,224.03

Gen Rev /State Road
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oy N AN, GE Gh N S S R TR AP TR SR S aE W

Monthly Revenue Estimates

as of January 30, 2009, WVFIMS YEARLY OVER
NET UNDER ESTIMATES NET UNDER ESTIMATES
MONTH MONTH VS ACTUAL YTD YTD VS ACTUAL
ESTIMATES COLLECTIONS COLLECTIONS ESTIMATES  COLLECTIONS COLLECTIONS
Personal Income Tax 152,300,000 116,829,017 -35.470,983 797,200,000 817,500,037 20,300,037
Consumer Sales Tax & Uise Tax 122,000,000 118,764,978 -3,235,022 723,500,000 696,492,688 -27.007.312
Severance Tax 31,300,000 25,937,702 -5,362,288 218,700,000 255,218,272 36,518,272
Corp Income /Business Franchise 5,500,000 -2,688.730 -8,189.730 139,000,000 129,695,111 -5,304,889
Business and Occupation 11,800,000 8,890,066 -2,909,934 78,000,000 79,999 901 1,999,901
HB 102 - Lottery Transfers 0 8,180,930 8,180,930 65,000,000 65,000,000 0
Clgarette Tax 8,900,000 8,638,992 -261,008 62,000,000 64,993,251 2,993,251
Insurance Tax 100,000 127,042 27,042 49,800,000 50,503,640 703,640
Interest Income 2,400,000 4,386,919 1,986,919 13,800,000 19,429,100 5,626,100
Departmental Coliectlons 3,590,000 4,958,035 1,368,035 11,390,000 10,256,412 -1,133,588
Property Transfer Tax 1,110,000 747,289 -362,711 8,230,000 5,700,648 -2.520,352
Liquor Profit Transfers 2,250,000 14,671 -2,235,329 9,320,000 7,458 869 -1,861.131
Beer Tax and Licenses 870,000 1,023,950 453,950 4,690,000 5,136,365 446,365
Property Tax 150,000 167,073 17,073 3,280,000 3,460,989 189,989
Smokeless Tobacco Tax 430,000 427,243 -2,757 3,180,000 3,314,504 124,504
Miscellaneous Transfers 0 0 0 1,600,000 129,636 -1.470, 364
Refundable Credlt Relm LTY 820,000 0 -820,000 1,630,000 373,667 -1.256,333
Business Franchlse Fees 30,000 42,899 12,899 730,000 656,451 -73,548
Miscellaneous Receipts 81,000 134,052 53,052 542 000 3,610,336 3,268,336
Racing Fees 122,000 0 -122,000 552,000 274,214 -277.786
Charter Tax 0 24 314 24,314 100,000 234 669 134,669
Telecommunlcations Tax 0 13,735 13,738 0 179,770 179,770
Estate and Inherltance Tax 0 0 0 0 -31.884 -31.884
Video Lottery Transfers 0 31,671 31,671 0 546,304 548,304
Speclal Revenue Transfer o 0 0 0 W] 0
Cash Flow Transfer 0 1w 0 0 SRR S, | |
TOTALS 343,453,000 296,650,848 -46.802,151 2,192,254,000  2,220,350,949 28,096,949
Minus Cash Flow Transfer 0 Q 0 0 0 0
Percent of Estimates 86.37%
TOTALS 343,453,000 286,650,849 -45,802,151 2,192,254,000 2,220,350,949 28,096,949
Percent of Estimates 101.28%
Collectlons this day 19,092,952

Prepared by Legislative Auditor's Office, Budget Division
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Monthly Revenue Estimates July 2008
as of January 30, 2009, WVFIMS

MONTHLY OVER YEARLY OVER
NET UNDER ESTIMATES NET UNDER ESTIMATES
MONTH MONTH VS ACTUAL YTD YTD VS ACTUAL
ESTIMATES COLLECTIONS COLLECTIONS ESTIMATES COLLECTIONS COLLECTIONS
Gasoline & Motor Carrler Rd Tax 31,000,000 26,516,150 -4,483,850 215,800,000 216,228,605 328,605
Privilege Tax 12,435,000 10,577,479 -1,857,521 96,878,000 90,595,022 -6,282 978
Licenses & Registration 6,171,000 6,412,646 241,646 45 262,000 47,443,297 2,181,297
Highway Llitter Control 116,000 111,130 70 854,000 962,384 108,384
TOTALS TR TRO00 T ApTTave [T TE AT T3 8ea 000 88 Aa0,809 TR
Percent of Estimates 87.72% 98.98%

Collections this day 18,006,730

MOTOR FUEL EXCISE TAX SHORTFALL RESERVE FUND
CASH BALANCE WITH TREASURER
AS OF January 1, 2009: $27,319,224.03

REVENUE SHORTFALL RESERVE FUND A AS OF January 1, 2009 ; $245,951,856.08
REVENUE SHORTFALL RESERVE FUND B AS OF January 1, 2009: $ 202,299,586.98
PERSONAL INCOME TAX REFUND RESERVE FUND AS OF January 1, 2009: $45,019,318.96

Prepared by Legisiative Auditor's Office, Budget Division
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WEST VIRGINIA LEGISLATURE
Office of the Legislative Auditor

I B et

Budget Division

Building I, Room 314-West Wing
1900 Kanawha Blvd. East
Charleston, WV 25305-0590

To: Honorable Senate President Tomblin

. 304-347-4870

Honorable House of Delegates Speaker Thompson
Honorable Members of the Joint Committee on Government

and Finance

From: Ellen Clark, C.P.Afzk"/
Director Budget Division
Legislative Auditor's Office

bate: February 7, 2009

Re: West Virginia Unemployment Compensation Trust Fund

We have reviewed the December 31, 2008 monthly report of the
Unemployment Compensation Trust Fund we received from WorkForce
West Virginia. December 2008 is the sixth month of fiscal year

2008~2009.

For the fiscal year 2008-2009, the trust fund cash flow was as

follows:

Trust Fund Beginning Cash Balance 7-1-2008

$251,821,729.58

Receipts July 1, 2007 thru June 30, 2009

$82,247,925.29

Disbursements July 1, 2007 thru June 30,
2009

$102,301,634.25

Balance December 31, 2008

$231,768,020.62

ITEMS OF NOTE:

Regular benefits paid for July - December 2008 were $9.8 million

more than in July - December 2007.

Unemployment Joint Committee on Government and Finance

Page -1-




Total disbursements were $ 31.6 million more than the same months
of the preceding fiscal year.

Receipts In July - December were $ 24.9 million more than in July
- December 2007. Overall ending trust fund balance was $ 12
million less ag of December 31, 2008 than on December 31, 2007.

West Virginla's unemployment rate for the month of December 2008
was 4.4 percent. National unadjusted employment rate was 7.1%.

Seasonally adjusted unemployment rates were 4.9 percent for West
Virginia and 7.2% percent nationally.

Since December 2007 employment has decreased by 3,100, with
gains in the following areas: 1,200 1n educational and health
services, 2,500 in natural resources and mining, 1,000 in
government, and 700 in leisure and hospitallty. Declines included
2,200 in manufacturing, 2,400 in construction, 3,000 in trade,
transportation and utllities, 500 in financlal activities, 100 in
other services and 300 in information.

Unemployment

Page -2-



MONTHLY STATUS REPORT FOR THE JOINT COMMITTEE ON GOVERNMENT AND FINANCE
FOR THREE MONTHS STARTING OCTOBER 2007 AND OCTOBER 2008

THREE MONTH
OCTOBER 07 NOVEMBER 07 DECEMEER 07 OCTOBER (8 NOVEMBER 08 DECEMBER (08 TOTAL VARIANCE =
Balance Forward $267.723.100.41 $254,084 321,13 $252.672,284.33 $250,357 861657 $248.422.765.62 $249.853 801.23 ($16,848,577.45)
Add Recelpts:
1. Bond Assessrmant $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
2 Regular Contritlurtions $7,853,661.06 $11,368,414.10 $470.488.51 $8,410,393.17 $12.709,009.00 $1186,370.01 $1,842,189.61
3. Federal Fxtended Bangfity (EUCOS) $0.00 $0.00 $0.00 $3.2585.098.00 $2.226,4657 .00 $5.142.010.00 $10,623,663.00
4. Emeorgency Unermployment Funds (TEUC) $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
5. TEUC Unemployment Funds $0.00 $0.00 $0.00 20.00 $0.00 £0.00 $0.00
6. UCFE (Federal Agencles) $0.00 $0.00 $0.00 $80,000.00 $82,758.00 $99,000.00 $221,758.00
7. Reduced Tex Credis $0.00 $0.00 $0.00 $0.00 §0.00 $0.00 $0.00
& Read Act Funds £0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
9. Treasury Interest Credis $0.00 $0.00 $3.078.636.02 $0.00 $0.00 $2,888,199.02 {$188,436.00)
10. UG [Milary Agendes) $0.00 $0.00 $0.00 $252,000.00 $270,345.00 $344,000.00 $856,345.00
Total Monthly Recelpts $7.853.681.08 1 14.1 $3.547,121,63 11 17 $16,268.589.00 $8.888,679.03 13 1
Lets Dishursements;
Dagbt Bord Repayment {Retired) {Retired} {Retired) {Ratirad) {Retired) {Retired) (Retirad)
Regular Renefits: $11,168,816.58 $12,474,827.02 11,804,600.41 $10,486,865.85 $10.833,341.80 $21472,304.84 87,424,47020
Federal Extended Benefits [ELCOB) $0.00 $0.00 0.00 $3.113,480.00 $2.495.808.00 $5,084,800.00 $10,673,997.00
Emengency Benwdits (TELIC) {$700.00) {$810.00) {660.00) ($815.00) (5433.00) (§761.18) $60.82
UCFE (Federal Workers)Senafits $60,152.68 $84,114.12 101,808.98 $64,260.18 $77.169.80 $97,400.08 $3,776.54
UCX [Military Woriars)Banafits $255,192.08 $242 110,76 268,414,112 $268.534.10 $331,858.81 $340,426.10 $174,080.85
Reed Act Funds $0.00 $0.00 256,886.08 $0.00 $0.00 $0.00 ($256,886.09)
Other Adjustments $0.00 $0.00 $0.00 £0.00 $0.00 $0.00 $0.09
Total Monthly Disbursaments $11.492.461.24 $12.760.450.80 $12,432,066.60 $13.912.685.12 $13.837.833.39 §26.974.050.64 18,0
Trust Fund Balance $254.084,321.13 £252.672.284.33 $243.787.349.28 $248,422.765 62 $249.863 K01.23 £231.768,020.62 (£20,490.697.25)

'nwemmthumlwmoacolumnlsthed]ﬂermwabemm&amdﬂmmwaﬂﬂweemmuudmfmwmmmvadsmmmm
Tha purposs of the report Is to show significant changes n recelpts, dishursermanty, or balances.

Unemployment Trust
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DEPARTMENT OF TRANSPORTATION
1800 Kanawha Boulevard East « BulldIng Five « Room 109
Joe Manchin I Charleston, West Virginla 25305-0440 « 304/658-0444

February 4, 2009

The Honorable Earl Ray Tomblin, President
West Virginia Senate

1900 Kanawha Boulevard East

Building 1 — Reom 227-M

Charleston, West Virginia 24305

The Honorable Richard Thompson, Speaker
West Virginia House of Delegates

1900 Kanawha Boulevard East

Bullding 1 — Room 234-M

Charlestan, West Virginia 24305

Joint Committee on Government and Fingnce
West Virginia Legislature

1900 Kanawha Boulevard East

Building 1 -- Room 465-M

Charleston, West Virginia 24305

Dear President Tomblin, Speaker Thompson, and Committee Members:

During the June 2008 speclal legislative sesslon, HLB. 218 was passed. That
legislation included the addition of §11-14C48: Motor Fuel Excise Tax Shortfall State
Road Fund support payment. Among the section’s provisions is a requirement that the
Commissioner of Highways submit a monthly report to the Joint Committee on
Government and Finance regarding the financial status of the State Rogd Fund. This
report reflects activity during January 2009,

1. Registration Fees rebounded from their faflare fo meet estimates for the past
two months and were $242,000 (3.9%) higher than forecasted. For the year,
Registration Fees are $2,181,000 (4.82%) above estimates.

2. Sales (Privilege) Tax collections continued to spiral downward, missing estimages
by $1,858,000 (14.9%). While the year-to-date collections are only 6.5% below

E E.QJAFFIRMATIVE ACTION EMPLOYER



The Honorable Earl Ray Tomblin
The Honorable Richard Thompson
Joint Committee on Government and Finance

Page 2

estimates, the gap between estimated and actual collections is growing monthly,
and a recovery is not expected in FY2009,

Officially, Motor Fuel Tax revenues were $4,484,000 below estimates. That
amount is misleading, however, because the receipts were impacted by January’s
“calendar effect”, which occurs when a month ends on a non-work day. An
additional $11,249,000 in EFT and check deposits was received on February
2nd. When January receipts are adjusted accordingly, revenues were actually
$2,821,000 above estimates for the month. (See attached Status of FY2009 Tax
Revenues reports)

Through January 2009, Motor Fuel Tax revenues were officially $329,000 above
estimates; however, the adjusted receipts generated a year-to-date excess of
$11,577,000. No transfer from the Motor Fuel Excise Tax Shortfall Reserve
Fund is needed.

Adjusted year-to-date revenues are $7,583,000 above estimates. Although Sales
(Privilege) Tax has failed to meet projections, Motor Fuel Tax and Registration
Fee collections have been able to offset that shortage so far.

If you have any questions regarding this report, please contact me at 558-0444.

PAM:Tt

Sincerely,

Aol S Ptlor, .

Faul A. Matiox, Jr.. P.E.
Secretary of Transportation/
Commissioner of Highways

Attachment
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STATUS OF FY2009 TAX REVENUES
MONTH OF JANUARY 2009
{in thousands}

FISCAL YEAR 2009: ESTIMATE VS. ACTUAL | COLLECTIONS: FY2009 VERSUS FY2008 |
FY2008 FY2000 FY2000 ACTUAL OVER - (UNDER} FY2008 FY2008 ACTUAL OVER - {UNDER)
GOVERNDR'S ACTUAL FY2008 ESTIMATE ACTUAL FY 2008 ACTUAL
ESTIMATE COLLECTIONS AMOUNT PERCENT COLLECTIONS AMOUNT PERCENT
MOTOR FUEL
MONTH OF JANUARY 2009 $31,000 526,516 {54,484) <14 48% §52,557 (526,041 .  -40.55%
SEVEN MONTHS TO DATE 215,900 216,229 329 g% 243,490 (27,261) i 11200
REGISTRATION prees
MONTH OF JANUARY 2009 $6,171 56,413 5242 $5,307 $1,106 : 20.84%
SEVEN MONTHS TO DATE 45,262 47,443 2,181 44 098 3,345 F.ﬂ:ﬁ'ﬁ
PRIVILEGE TAX s
MONTH OF IANUARY 2009 512,435 $10,577 {51,858) $13,377 (52,8000 .| |pi o3t
SEVEN MONTHS TO DATE 96,879 90,595 (6,283) 99,500 {8,905 i L
HIGHWAY LITTER FEES L
MONTH OF JANUARY 2009 5116 5111 {S5) 5131 (520 AT
b SEVEN MONTHS TO DATE 854 962 108 934 - 28 3.E'n__f!-_-'t
TOTAL DEDICATED TAX i i
MONTH OF IANUARY 2009 549,722 $43,617 (56,105) : -:12.:.?:11% 571,372 (527,755) -38.88%
SEVEN MONTHS TO DATE 5358,894 $355,229 {53,665} S :-_‘I.ﬁ-ﬂﬁ $388,022 (532,793) 2 LA

FY2009 ESTIMATE VS. FY2008 ACTUAL COLLECTIONS

FY2009 ESTIMATE OVER - {UNDER)

FY2008 FY2008 FY2008 ACTUAL
ESTIMATE ACTUAL ~ AMOUNT PERCENT
MOTOR FUEL 5380,000 £404,223 (524,223) 6 57%
REGISTRATION 90,003 86,396 3,607 4.01%
PRIVILEGE TAX 166,413 169,463 (3,0504 -1 83%
HIGHWAY LITTER FEES 1,659 1,878 {1791 -10.54%

1/30/2009 17:12 TOTAL $638,115 $661,960 ' {523,845) -3 74%
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WV PEIA - Monthly Trend
l i Tiee - oM
Plan Damographl Jui-08 -08 Sep-08 Oct-08 Fiscal 2007 - 2008 Flacai | % Chenga
[Total Orug Coat SVI677. 112‘.'531 R ST2879 160]  §13418 4 §rr 062 724 572720 5%&‘.
ount Pasd By Plan Sponsor $7.450,086]  $9.273.266 3101287404 310824 641]  $10217,004] $11500871) 850 104 364 554 114271 8 22%i
hers $4718217] 33027822  s2750421]  $250370i) 92349030 §2547145] 817978335 $18.811,780d -3 40%,
188 837 192 768 205173 212,917 200,880 223 807 1222245 1.150664]  @822%
Eligibis Marmbar 157 501 157 BB 156,843 159,202 158,878 180 408 158,831 154 848 2 77%
averags @ of Ri's Per Membec Per Month 119 122 129 13 128 140 128 124 3 38%
e, Pakd Per Member Per Month (PMPM) 545 43 358 82 $83 77 567 95 363 91 £7170) 361 58 $58 32 6 28%s
Eligible Enrollsss 72 418 72 325 73,13 73 381 73.594 73,849 73,146 71 528 2.27%
# of Ax'a Per Enroles Per Month 258 268 2 B 230 273 303 2718 268 387%
Plan Paid Per Enrolles Per Manth (PEPM) $98 B 5127 Bl $138.50 $147 55 5138 B4, $155 724} £134 67 $126 08 6 B0%
Ra Cosl Share ]
Claim Cosf 10 Pisn 538 34 $48 11 549 37 350 84 $50 62 451 3 548 34l 4700  2E2%
Vg, Mamber Cost/Ciaim 528 24 51571 $13 41 31218 81167 11 38 $14 71 $1617|  -800%
Porcart membar Cost Shars 39 7% 24 6% 21 4% 19 3% 18 6% 18 1% 23 3% 256%|  -BHG%
Aurmhnl Costs
lmqll Sourca {no genanca bl §173 200 517154 $173 87 §175 2§ §174 63 $177.20 1174 41 $15344{  1368%
ul-Source Brand (generica available} £50 08 $30 76 542 43 $42 77 $48 58 $50 (7 345 47 sa7st]  2124%
enenc Druge 519 23 $19 81 $19 1% 1917 519 0d $13 21 $19 24 520 3| -534%)
! Brand/Gensric Dl ing Rates
27 56% 27 BS% 27 03% 26 0% 28 mn_f 26 37% 27 06% 30794 12 12%
ava)sbie} 1 03% 0 96% 098% 10% 0 96 0 .98% 097% 103%]  -570%
71 41% 11 18% 72.02% 72 1% 72 28% 72 66% 71.97%) 8818%] 5589
Gerarica Dispensed when svailsble 98 58% 98 87% 98 6%, 98 7% 98 6% a8 @ o8 87%: oa st  018%
ot Plan Comt for Single Source 85 93% 81 60% B0 57% 79 9% 79 48% 78 93% B0 74% 50 18%] 0 70%
Retall Pharmacy Program 1 |
Dary Supply 328 331 azu 323 21 32 3z o 21 088%
Pinn CosvDay Supply 51181 3143 11 4 5156 $158 51 86 514 stai|  215%
vg. Claim Cosi o Pl 537 87 547 78 348 96 $50 47 550 48 $51 0 547 87 st  205%
vo_Member Cost / Clam 525 12 318 58 $13 31 §$12 11 871 5| $1134 31462 516 m"-j[ -9 03%
arcani Member Cosl Share 39 88%) 24 0% 21 38% 19 3% 19 68% 16 15%) 23 35%; 25 aam._E B 9%
|'5,pada.l Maint Natwh (% of clasna filed} 10 574 1197% 31 91% 11 4% 11 58% 11 8% 11 57% 11 44%) 1 08%|
Sther Maisyl (% of clamms filed) 0.83% 0 59% 0 58% 0 6% 0 57% 0682% 0 &0%: ossul 277w
Suppiv for Meind_Netwks 87 1 a7 d B7 5 87 BT 878 a7 876 -012%
ofal @ Claims Filla t-34 Deys Supply 161 9848 185,364 178 262 193 932 172 921 192 758 1,053,245 998 691 5 879
{Totsl # Cleims Filla 35-80 Day Supply 1754 1438 1 454 1525 1 400 1528 a 597 7674 |  1203%
Totsl it Clasms Fills 81-90 Day Supply 21873 24 207 25 762 25,558 24 583 21,708 149 732 135787 [ 1027%
al # Claims Fitis 91+ Cey Supply 4 5 2 2 g i 17 15 <51 43%:
Mlll_Si_r_vlel Progrem
vg Days Supply 764 736 724 716 718 70,7 724 71T 130%
Avo Plan CosVDava Supply st 1d 5111 $1.3% $1 20 3138 51 30 51 26H s138] 775%
vg Cost to Plan 584 O $86 36 596 56 592 71} $98 ml 365 154 $92 74 sow 20| -#55%
v Mamber CostClaim $29 77 $20 4§| £24 20 s2064)  $1964 19 ag 325 3€i s279:]  -919%
arcant Member Cost Share 31 40% 25 45% | 20 11% 18 3% 18 59% 18 94% 21 48% zigrml  222%
{Total # Clmma Fil 1-34 Days Supply 297 454l 473 547 53 584 2 990 32321 T48%
ot # Clalma Fills 3580 Days Supply 5 [ 3 1 1 5 28 27 170%
otal # Clams Fills 8190 Days Supply 1,308 1288 1197 1305 1243 1,300 7639 7.217 585%
alal # Clasms Filts 91+ Day Supply 0 i [ 0 i a
| F ¥ Program 1
8 (% by clsim) 22 61% 22 92% 2221% 2% 22 21% 21 87% 22 32% 22 D4%
5 e ey Cirug (% by chmem) 4 95% 492% 487% 4 8% 4 57% 4 50% 4 75%) 7 B5%
1 03%: D 98%: 0 ge'u.i 10% 0 96% 0 98% 0 87% 103%
i Chialju 1% iy Claim) 71 41% 71 19% 72 02% 72 1% 72 26% 72 68% 71 a?m.j' 68 18%
15/S Formulary Drugs (% by 3 78 20% 74 18% 72 7% 72 3% 71 90% 71 33% 73 13%: 68 91%
nan-Formulary Druga (% by Si 7 73% 7 449 7 85% 7 5% 7 55% 7 BO0%s 7 61% 11.27%
/5 Drugs (% by $) 0 5% 0 26% 030% 0 3% 037% 0 43% 0.37% 025%
B enaric Drugs (% by §) 13 48% 16 13% 19 13% 19 B%: 20 17% 20 83% 18 89% 19 57%
| Spaclaity Drugs I
8l oial Drug Cost $1374104] $1270426] 51263474  §1430839]  51274697] 51488 241 $8 151 8BS sa,an_ggj 22 07%
mount Paid by Plan Sponsor $101145W 31184513] 513202000 59395019]  $124211d] S1451456]  §7913853 S5401 306 22 48%:
ineu Pald by Membars $652 Gafi 335 91¢) 34 193 935 920 32,563 336784 5238 033 $215634)  9.80%
Total Claimy 7200 56l 71 724 654 747 4181 ago1|  1000%
poeg # of Rx's per b per Month [ ool 000 0005 0004 004 0004 oood|  703%
Ian Pakd Per Mamber Per Manth (PMPM} $8.33 $7 5% 54 37 56 74 $777 59.04 $8 304 s636| 19 1B%
v Clmrm Cost to Plan $1.021 47 $17686080 | 5197517 51,926 62 51804 85 §7,956 14 31 892 B3 s169890] 1135%
Awg Claim Cosi to Member $37 01 $54 17 $50 79 $49 6 $49 44 $49 561 356 934 sseg0l  -011%
{Barwemt of Membar Cost Share 4 56% 2 94% 251% 251% 2 56% 2 47% 2 92% 324%|  -999%
‘emenl of Qvsrall Drug Spand 11 5mF 992% 10 59% 10 66% 10 15% 10 59% 10 56%: 918%|  1517%
Prepared by ESI / BACS (omh) on 2/6/2009 Page 1 of 1
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f.‘; EXPRESS SCRIPTS®
Key Performance Indicators -

Primary Indicators
WVA - WV Public Employees Ins

Current Period: 12/2008 - 12/2008
Pravious Pericd: 12/2007 - 12/2007

Current Period Pravious Period % Change
Plan Cost PMPM $71.82 $64 08 12.1 %
Average Mbrs/Month 160,408 156,474 25%
Average Subs/Month 73,849 72,260 22%
RxMoasures |
Average Plan Cost/Rx 351 38 $49.795 32%
Average Mbr Contrib/Rx $11 28 $12 35 S -
Average Ing_CosURx $61.19 $60 44 12%
% Plan Cost 81.9 % B0 1% 22%
% Member Contribution 18.1 % 199 % -8 7
[RxSources |
% Mail Rxs 08 % 0.5 % -2 5%
% Retail Rxs 99 2 % 99 1 % 01%
% Member Submit Rxs 0.0 % 0C% -850 7 Y,
[RxTypes |
Avg S5B Plan Cost/Rx $153.73 $131.69 167 %
Avg MSB Plan Cost/iRx $22 84 $10 51 117 4 %
Avg GEN Plan Cost/Rx $14 61 $15.54 SR
% Single-Source Brand Rxs 264 % 295 % -10 7 %
% Multi-Source Brand Rxs 10% 1.0% -2 8 %
% Generic Rxs 726 % 69.5 % 4.6 %
% Formutary Rxs 94 1 % 91.5 % 29%
% Generic Conversion 987 % 986 % 01%
Total Plan Cost $11.520.014,11 $10.026.773.30 14 9 %
Total Member Contribution $2,552. 411 54 $2 487 175 96 26 %
Total Rx Count 224,203 201,389 113 %
Total Admin Fee $20.00 31,585 50 -G8
Total UC Savings $9,103,347.03 38,024,036 76 135 %
Page 1 of 1 1/8/08
This repalt may colﬂl'am prolected fealtfl information  Stale and Fadera! faws may mgiate the usa and disclosyrs of ins mfarmanon  Unauthonzed Pop Kay = 3615
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. § 5% EXPRESS SCRIPTS:®
. Key Performance Indicators 2
Comprehensive Indicators
WVA - WV Public Employees Ins
. Current Period: 12/2008 - 12/2008
Previous Period: 12/2007 - 12/2007
' Current Period Previous Period % Change
% Mail Rxs 08% 0.9 % -2 5%
. % Retail Rxs 882 % 99.1 % 0.1 %
i % Member Submit Rxs 0.0 % 00% S0 7 %
. Avg SSB Plan Cost/Rx $163.73 $131 69 16.7 %
Avg Retall SSB Plan Cost/Rx $153 06 $130.96 169 %
l Avg Mail SSB Plan Cost/Rx 321555 $203.22 81%
Avg MSB Plan Cost/Rx $22 84 $10 51 1174 %
Avg Retail MSB Pian Cost/Rx $22 41 $10 56 1123 %
' Aﬂall MSB Plan Cost/Rx $52 86 $0.00 00%
Avg GEN Plan Cost/Rx 314 61 $15.54 5
l Avg Retail GEN Plan Cost/Rx $14.46 $15.32 56
Avg Mall GEN Plan Cost/Rx $33 51 $42.67
% Single-Source Brand Rxs 26,4 % 295% 0T
' % Multi-Source Brand Rxs 1.0 % 10% -2 8%
% Generic Rxs 72.6 % 88 5 % 46 %
| % Retail Single-Source Brand 263 % 295% 107 %
' % Retall Multi-Source Brand 10 % 10% 37 %
% Retall Generic 727 % 685 % 46 %
% Mall Single-Source Brand 337 % 347 % 30 %
' % Mail Multi-Source Brand 16 % 0.6 % 185.7 %
% Mail Generic 847 % 647 % -01 %
% Formulary Rxs 94,1 % 915 % 29%
' % Retail Formulary Rxs 941 % 915 % 29%
% Mail Formulary Rxs 92.7 % 505 % 25%
% DAW Rxs 06 % 0.6 % -1 2%
' % Retall DAW Rxs 06 % 06 % -107 A
% Mail DAW Rxs 11% 17 % -2BIR
% Generic Conversion 98 7 % 898.8 % 0.1%
' % Retail GEN Conversion 88.7 % 886 % 0.1 %
% Mail GEN Conversion 97 5% 99.1 % -5 8 %
' Perlod Totals
Total Plan Cost $11,520,014 11 $10,026.773.30 14.9 %
Retail Plan Cost $11,340,361 57 $5,855,979 29 15.1 %
' Mail Plan Cost 3179652 54 $170,794,01 52 %
Total Member Contribution $2,552,411 54 $2,487 179 96 268%
. Page 2 of 3 1/8/09
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Key Performance Indicators

Comprehensive Indicators

WVA - WV Public Employees Ins

Retail Member Contrib

Current Period

L
fé EXPRESS SCRIPTS®

Current Perlod: 12/2008 - 12/2008
Previous Period: 12/2007 - 12/2007

Previous Period

$2.515 76572 32,451,391.21 28 %

Mail Member Contrib $36 645 82 $35,788.75 24 %
Total Rx Count 224 203 201,389 11.3%
Retail Rx Count 222 307 199,572 114 %
Member Submit Rxs 8 77 -3% 6 %
Mail Rx Count 1,888 1,740 8.5 %
Total Admin Fee $20 00 $1.585.50 98 7Y%
Total UC Savings $9,103.347.03 $8,024,036.76 135 %
Total Lost Savings $14,708 81 $10,064 55 46.1 %
Average Age 38.9 387 031%
% Male Members 46 .5 % 46 5 % Q0%
% Female Members 535% 535% -00 %

Graphs based on Current Period: 12/2008 - 12/2008

Claim Source by Rx Count

Drug Type by Plan Cost

Formulary Status by Rx Count

34.07%
593%

8 For.. O Non, .

Cost Share Distribution by Claim Source

5

=i
B Armres

0 00% 043%
084% 20 65%
899 15%
FHaas,
B Mail O Mem ., ® Retail ® Gen. o MS, m S5
Drug Formulary Status by

Plan Cost 100 % =
80 %
80 %

7148% 70 % |
60 % 03 o5
30 %
40 %
20 65% a0 %
= Are 20 %
0%
fulmi
® Bra O Bra B Gen
Page 3 of 3
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A

ilizati Population Level
Utilization R_eport by Population ?n EEe G S
WVA - WV Public Employees Ins v”

Prescriptions Filled From 12/2008 - 12/2008

Awy Mar A LA + Wby Plin Mail Gon Fomn Ban AP

; el i 5 = % 9 { - .
Roparting Lave Cowm TR T Coninfz | Cosifx % Ran % Rxn %WAE  Conv™  Plan Cosd

COBRA (COBRA) 370 215 775 $65,622 512 44 $84 67 08% 68 5% 933 % 98 5 % 5177 36
NON STATE AGENCIES {02} 18,290 8,086 24 284 51 143,323 $10 76 547 08 07% 7d 4 % 947 % 990 % 562 51
NON STATE AGENCIES PLAN B (028) 2301 asv 2483 £85 662 $12.02 $34 50 07 % 785 % 94 6 % 993 % 537 23
NON STATE RETIREES ({8} 1,254 825 3276 5176292 $10 84 $53 B1 16 % 718 % 7% 98 6 % $140 58
NON STATE RETIREES 60 (0860) 18 14 58 $£3 340 5342 557 58 00% 741 % 914% 97 7 % 317577
STATE AGENCIES (01) 120,265 53,830 156 796 £8,072,692 $1140 $51 49 08 % 725% 932 % 98 7 % 567 12
STATE AGENCIES (01B) 3822 1,023 2289 588,368 514 32 $38 61 17 % 75 8 % 939 % 98 9 % 32312
STATE RETIREES (07) 13,998 9,296 43928 $1.871.160 $1159 8§55 15 12% 713 % 94 4 % 98 5 % 313367
STATE RETIREES ASST 60 (0760} ag 62 34 $13,557 3505 54317 25% 871% 955 % 996 % $152 32
Grand Tolal 160,408 224203 511,520 014 $11.38 $51.38 0.8 % 726 % 84,1 % 58.7 % $571.82
?
Page 1 of 1 1/8/08
Tms repan may contar protected health informaiion State and Faderat faws Iy reguiate Iha use and disclosire of this informaton  Unawthonged dugxncation 15 prombied Pop Key = 3615
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WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY
MONTHLY MANAGEMENT REPORT - TOTAL CLAIMS
DECEMBER 2008

Fage 1
Current 12 Months Prior
Reportang Type of Current Period Rolling Avg 12 Months Prior Rolling Avg Current Fiscal Yr Previocus Fiascal ¥r
Category Service PEIA Payments PEIA Paymencs PETA Payments PEIA Payments FEIA Payments PEIA Payments
INPATIENT HOSPITAL FACILITY BEHAVIORAL 138,970 77 157,072 49 162,277.62 160,666 _65 1,064,941 &0 905,233 70
MATERNITY 134,784 BHa 157,604 _58 156, 205 36 150,441 20 854,504 68 924,446 28
MEDICAL AND SURGICAL 5,169,738 86 6,146,312 35 5,547,281 42 5,397,263 135 34,383,727 10 34,080,086 59
NEOMATAL COMPLICATIONS 49,831 .67 47,471 11 31,583 20 75,968.98 152,292 94 282,893 _35

Aka Ak bk kv A e d A A Ak Ak kb r o r b

sum

OUTPATIENT HOSPITAL FACILITY

Fhd bbbk d bk hhbkw rorodd bk

Sum

FPHARMACY

kb d ko h kb d ok ok ok ok d ok

s5um

ol

PROFESSIONAL, SERVICES

BEHAVIORAT,

DIALYSIS

EMERGENCY ROCM
MATERNITY

MEDICAL AND SURGICAL

PRESCRIPTION DRUGS

RDVANCED IMAGING
AMBULANCE

ANESTHESIA

BEHAVIORAL

CARDIOVASCULAR MEDICINE
CERVICAL CANCER SCREENING
DIALYSIS

DME

NOTE: DOES NOT INCLUDE REBATES,

5,551,326 16

34,224 01
91,2323 %a
43g,2g82 71
57,359_74
7,105,226 55

7,726,426 59

9,727,685 .17

9,727,685 17

464,369.60
133,296,911
517,588 02
335,194 53
316,605 26

17,518.05

2,473 64
340,499 .53

6,508,460_.54

18,3905 56
128,486 B2
455,999 .80

45,138 &8

7,516,461 .13

g8,184,991_93

3,977,846 86

9,977,846.86

501,379 25
184,482 aAd
662,435.51
315,997.39
369,543, 14

19,889.89

4,743 .47
365,013 .33

5,858,047 _60

24,328.38
131, 714.8S
403,174 08

56,364 71

6,948,024 .39

7,563,806 41

8,903,737.87

8,503,737 87

146,2351.68
137,%81.74
590,675 61
297,233,113
265,818.9%0
21,454 ,06

1,984.15
345,311 84

5,784,340 18

34,909 _97
ld4é,916_71
411,659 @92

43,312.585

6,721,673 _84

7,428,475 137

10,040,605._04

10,040,605 04

494,485.31
175,045 _72
652,527 52
320,861 23
357,876 46
22,376.02

6,219.39
341, 760.94

SCURCE: ACORDIA NATIONAL AND EXPRESS SCRIPTS PAID CLAIMS TAPES

NOTE: CLAIMS LISTED ARE ON A PAID BASIS

36,635,566 30

211,670 07
617,042 56
2,564,837 &8
257,436 812
42,465,485 93

46,136,473 07

57,786,522 67

57,786,522 67

2,840,904 10
1,045,946 92
3,832,180 B2
1,730,748 0%
2,037,327 02

116,010 13

24,860_88
2,043,853 57

PHARMACY AIMINSTRATIVE FEES, QR RECOVERIES

36,192,651.52

156,402 1%
813,127 49
2.492,641_83
256,080 40
41,830,863 .50

45,649,121 41

53,546,170,17

53,546,170.17

2,824,155 77
1,071,846.74
4,082,576.04
1,738,951 5%
1,944,870 61

138,103 .77

25,877 .99
2,190,516 &0



WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY
MONTHLY MANAGEMENT REPORT - TOTAL CLATMS
DECEMBER 2008

Page: 2
Current 12 Months Priar
Reporting Type of Current Period Rolling Avg 12 Montha Prior Relling Avg Current Fiscal ¥r Previous Fiscal Yr
Category Service PEIZA Payments PEIA Payments PEIA Payments PEIA Payments FEIA Payments PEIA Payments
PROFESSIONAL SERVICES EVALUATION AND MANAGEMENT 4,348,%36 71 4,360,146 18 3,518,613.37 4,222,176 02 25,592,526_26 24,583,265 58
IMMUNIZATICON i98,578 75 277,493.73 343,524 .10 325,189 27 1,516,203 84 2.155,0%4 50
INJECTION 669,434 23 731,976 47 605,667 43 BBA, 261 51 4,350,278 46 4,067,879_24
LAH AND PATHOLOGY 589,127 94 652,803 22 542,697.39 611,585 55 3,499,571.13 31,402 E0H 30
MAMMOGRAPHY 19,139.20 B1,705.56 79.88B7.94 98,869 _44 503,649 N5 626, 880 08
OTHER 421,006 _A3 424,041 ,55 354,811, 70 378,016.44 2,733,653.82 2,464,425 . 28
OTHER IMAGING 681,964 .64 776,640.61 752,739.63 801,394 .59 4,150,994 .13 4,826,630 _89
OTHER MEDICINE 504,075.16 691,296 63 454 ,140,17 B5E&,535 77 3,838,230_84 4,089,191 97
PHYSICAL MEDICINE 541,099.72 568,800.02 466,822.76 548,431 .66 3,191,419.64 3,185,540.83
PROSTATE CANCER SCREENING 12,726 ,88 15,212 .75 19,143 .89 15,516 .62 85,722 .43 87,572 92
SURGICAL 2,114,865.58 2,418,187 35 1,922,368 22 2,398,809 68 13,578,618 41 14,003,318.79
t*tiiiiiitliiii*iiiiiiti*iii ......... W B oo e o - = i — - -
5um 12,420,501.16 13,421,797 32 11,069,029.67 13,137,739 94 17,113,309.54 77,509,570 87
s5um 35,495,939.50 38,093,096 70 33,434,521 55 36.391,160.53 217,871,871.58 212,897,513 _97

SOURCE: ACORDIA NATIONAL AND EXPRESS SCRIPTS WASD CLAIMS TAPES
NOTE: CLAIMS LISTED BRE ON A PAID BASIS
NOTE: DOES NOT INCLUDE REBATES, PHARMACY ADMINSTRATIVE FEES, OR RECOVERIES

29 rows selected
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WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY
MONTHLY MANAGEMENT REPORT - PER CAPITA CLATIMS
DECEMBER 2008

Page: 1
Current 12 Months Prior

Reporting Type of Current Period Rolling Avg 12 Months Prior Relling Avg Current Fiscal Yr Previous Fiscal Yr

Category Service PETA Payments PEIA Payments PEIA Payments PEIA Paymenkts PEIA Payments PEIA Paymenks

INPATIENT HOSPITAL FACILITY BEHAVIORAL 1 2470 1. 0547 1,.0636 1.1174 f.AD3N £5.9938
MATERNITY B533 1.0602 1.0284 1.0457 5.4587 6.1209
MEDICAL AND SURGICAL 32 71279 41.3240 JE&_ 3570 37.5074 21%.5211 225 &502
NEONATAL COMPLICATIONS 3155 ilB4 2070 .53z 2.2511 1.8731

SROEOEHEUGOIODCOSGUHFOSOooao  accccccooidess cooosoesddomo ceschioocodahon Smommmoe s e

aum 35 1437 43.7573 3B BS5ED 40 2006 234 0340 233 6380

OUTPATIENT HOSPITAL FACILITY BEHAVIORAL _2167 L2614 1594 2427 1l 4799 1 3004
DIALYSIS .5782 . 8648 .B633 1.0222 3 3418 5,3439
EMERGENCY ROOM 2. 7746 3. 0648 2,6437 2._8614 16 31846 16.5042
MATERNITY .3631 .3035 3694 L3012 1.6445 1.6956
MEDICAL AND SURGICAL 44 .9809 50,5250 4553175 47.2071 271.2765 277 3670

B -y - — -

Fum 48 91315 55.0236 49 5734 51.6346 234 .7274 302.2510

FHARMACY PRESCRIPTION DRUGS E1_G82E 67 0635 SB._3553 6% A551 J65%.14%98 3154 5388

B =Yooy gy o i i S i ——

sum 61.5628 £7_0635 58.3553 63 8551 3163.1498 354 ,5388

———

PROFESSIONAL SERVICES ADVANCED IMAGING 2.931%8 3.3899 2 2700 3.4379 lB.1482 18 §992
AMBULANCE B439 1.2398 030 1.2168 6.RBL17 7 0969
ANESTHESTA 31,2767 4.4519 3 8713 4.514¢ 24 4807 27 D315
BEHAVIORAL 2.1220 2. 1247 1.9481 2.2321 11,0561 11 5139
CARDIOWASCULAR MEDICINE 2 0043 2 4944 1.7422 2.4876 12,0146 12.8773
CERVICAL CANCER SCREENING 11092 .1337 1537 .1556 .7411 -214a
DIRLYSIS Q157 .0319 alig 0434 1588 1713
DME 2.1558 2.4543 2.2632 2.3746 13 05865 la 5038

SOURCE: ACORDIA NATIONAL AND EXPRESS SCRIPTS PAID CLAIMS TAFES
NOTE: CLAIMS LISTED ARE ON A PAID BASIS
NOTE. DOES NOT INCLUDE REBATES, PHARMACY ADMINSTRATIVE FEES, OR RECOVERIES
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WEST VIRGINIA PUBLIC EMPLOTEES | HEURRNCE Samey
MONTHLY MANAGEMENT REPORT FER CAPFITTE CLRIWS
DECEMBER 2008

Page. 2
Current 12 Months Prior
Reporting Type of Current Period Rolling Avg 12 Months Prior Rolling Avg Current Fiscal Yr Previous Fiscal Yr
Category Service PEIA Payments PEIA Paymenta PEIA Payments FEIA Payments PEIA Payments PEIR Payments
PROFESSIONAL SERVICES EVALUATION AND MANAGEMENT 27.5317 29.3038 21.0611 2%.3537 163.4893 162. 7702
IMMUNIZATION 2.523] 1.B634 2.2515 2,2584 12 2410 14 2693
INJECTION 4.2280 4.9172 3 9696 4 _TB54 27.7902 26.9342
LAB AND PATHOLEFY 3.7296 4.3B35 3.5565% 4.4074 22 3558 22 5308
MAMMOGRAPHY -5010 .54591 5236 .6B71 3.2174 4.1507
OTHER 2.6653 2,84B0 2 3254 2.62548 17.4630 16.3174
OTHER IMAGING 4.3300 S. 2230 4.9335 5.5697 26.5172 31 3584
OTHER MEDICINE 3.1911 4 6463 2 9764 4.5639 24.5192 27,0753
PHYSICAL MEDICINE 34255 3.8232 3 0596 3.8125 20.3873 21.0920
PROSTATE CANCER SCREENING -08D6 -1023 1255 -1080 S476 5798
SURGICAL 13.3885 16.2571 12.5992 16.6768 B6.7424 92.7185
iiiiiitl‘iil‘iiii'ittilitttiit - il basszalsn - - S - - S - T T
aum 79.0733 9¢ 2135 72,5467 91 3312 492.6125 5131.2048
aum 224 7133 256.0579 219,11313 253.021¢ 1,390.523¢ 1,409 s32¢

<!

29 rows sselected
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WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY
MONTHLY MANAGEMENT REPORT - PER CAPITA UTILIZATION
DECEMBER 2008

hi

Page: 1
Reporting Type of Current Perigd 12 Montha Prior Current Piscal Yr Previous Fiscal Yr
Category Service Encounters Encounters Encounters Encounters
INPATIENT HOSPITAL FACILITY HBEHAVIORAL oge7 .0004 .0033 L0032
MATERNITY Qoo9 0007 .0043 .0051
MEDTCAI, AND SURGICAL 0087 o076 . 0446 -0503
NEQNATAL COMPLICATIONS L0001 .0o03 00le o019
LA A AR A A L L ELE RS R R LR L LN E TR 3 — —— — - S - - -
gum .0105 IR E .D538 .0605
QUTPATIENT HOSPITAL FACILITY BEHAVIORAL 0026 .0oz23 .01a2 .01lel
DIALYSIS .0031 -0D3z .0159 L0188
EMERGENCY ROOM .0203 0230 .1320 .1459
MATERNITY .0019 0026 .0122 .0130
MEDICAL RND SURGICAL, . 1822 .1931 1 1538 1.2624
LA A S L LA R ETEREEER R FE X L E R R e - S— - - P— P - + » 3 8 -
sum .21402 2242 1 33oo 14550
PHARMACY PRESCRIPTION DRUGS 8238 8150 5 2627 5.2310
e e — - - - PR - - -
sum .82348 B150 5 2627 5.2310
PROFESSIOMAL SERVICES RDVANCED IMAGING .0209 L0163 1304 1324
AMBULANCE .0026 -003s -Q1s5s 0254
RNESTHESIA .0149 -0le4 -1049% .1184
BEHAVIORAL .0379 .0347 -2245 .235%
CARDIOVASCULAR MEDICINE g3n2 0262 .1953 .1929
CERVICAI, CANCER SCREENINRG -0044 0063 0302 .0414
DIALYSIS .00o03 . G003 L0014 .oozs
EME .D241 .0211 1332 . 1455
EVALUATION AND MANAGEMENT . 4643 4031 2,7582 2,8378
IMMUNIZATTON 0810 .0617 -2736 2726

SOURCE: ACORDIA NATIOMAL AND EXPRESS SCRIPTS PAID CLAIMS TRPES
NOTE: CLATMS LISTED RRE ON A PAID BASIS



WEST VIRGINIA PURLIC EMPLOYEES INSURANCE AGENCY
MONTHLY MANAGEMENT REPORT - PER CAPITA UTILIZATION
DECEMBER 2008

Page: 2

Reporting Type of Current Period 12 Monthe Prior Current Fiscal Yr Previous Fiscal Yr

Category Service Encounters Encounters Encounters Encounters

PROFESSIONAL SERVICES IRJECTION 0257 p21e 1523 .1554
LAB AND PATHOLOGY . 1469 .1388 L9117 1.0002
MAMMOGRAPHY 0165 .0143 .1043 .1108
OTHER .0q964 -0381 .2388 2301
OTHER IMAGING -0Bd4 .0754 -5380 .5679
OTHER MEDICINE .Q702 -0613 -43BB 4617
PHYSICAL MEDICINE oa90 .0B21 5964 _6378
PROSTATE CANCER SCREENTING . G051 -0067 .G367 .0382
SURGICAL L0719 L0601 .4638 .4750

LR R R X222 TR L LR R FE R R X R i iy — — - -

Bum 1.2367 1.0882 7.3574 7 GBI1B

sum 2 2812 2.1364 14 0035 14 4283

S/

SOURCE: ACORDIA NATIONAL AND EXPRESS SCRIFTS PATD CLAIMS TAPES
NOTE: CLAIMS LISTED ARE ON A PAID HRSIS

29 rows selected.
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West Virginia Board of Risk and Insurance Management

UNAUDITED BALANCE SHEET .

December 31

(in thousands)

2008 2007
ASSETS
Short Term Assets
Cash and Equivalents 16,699 § 33,775
Advance Deposit with Carrier/Trustee 183,008 139,216
Receivables - Net 4,595 2,180
Prepaid Insurance 3,068 3.197
Total Short Term Assets 207,370 178,368
Long Term Assets
Investmenis 84,007 111,895
Total Long Term Assets 94,007 111,995
TOTAL ASSETS 301,377 290,363
LIABILITIES
Shert Term Liabilities
Accounis payable 5,219 743
Claims Payable 577 345
OPEB Liability 35 .
Agents Commissions Payable 811 992
Unearned Revenue 8,276 9,642
Current Estimated Claim Reserve 48,212 53,299
Total Short Term Liabilities 63,130 65,021
Long Term Liabilities
Compensated Absences 52 200
Estimated Noncurrent Claim Reserve 116,668 109,806
Total Long Term Lizbilities 116,720 110,006
TOTAL LIABILITIES 179,850 175,027
Prior Year Net Assets 127,630 97,547
Current Year Earnings (6,103} 17,789
TOTAL NET ASSETS 121,527 115,336
TOTAL LIABILITIES AND RETAINED EARNINGS 301,377  § 250,363

DRAFT - Unaudited - Management Purposes Only

BRIM - Page 1

02/05/09



UNAUDITED INCOME STATEMENT
For the six months ending

Operating Revenues
Premiurm Revenues
Less - Excess Insurance

Total Operating Revenues

Operating Expenses
Claims Expense
Property & MS Claims Expense
Personal Services
Operating Expenses
Total Operating Expenses

Operating Incorne (Loss)

Nonoperating Revenues
Court Fees
Investment Income
Total Nonoperating Revenues

<5
West Virginia Board of Risk and Insurance Management ‘
December 31
{in thousands)
2008 2007
3 31,704 % 37,309
(3.068) {3,197)
28,636 34,112
24,495 22,695
3,823 1,416
654 675
1,628 1,660
30,600 26,446
(1,964) 7,666
16 17
{4,155) 10,106
{4,139) 10,123
{6,103) 17,789

Nei Income {Loss)

DRAFT - Unaudited - Management Purposes Cnly

02/05/09

BRIM - Page 2



Waest Virginia

Chlidren’s Health Insurance Program
1018 Kanawha Boulevard East

Sults 200

Charleston, WV 25301

Phone: 304-558-2732

Toll-Free: 1-877-WVA CHIP

Fax: 304-558-2741

www.wvehip.org

Joint Committee on
Government and Finance
Report

February 2009



WYV CHIP Enroliment
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West Virglnla Children’s Health Insurance Program
Comparative Balance Sheet
December 2008 and 2007
{Accrual Basis)

December 31, 2008 December 31, 2007

Assets:
Cash & Cash Equivalents $8,059,528 $5.721,673
Due From Federal Government $2,729,180 $2,608,851
Due From Other Funds $614,993 $573,451
Accrued Interest Receivable $8,315 $21,026
Fixed Assets, at Historical Cost $70.829 $61,569
Total Assets 311,482,845 0.086.570
Liabilities:
Due to Other Funds $144,173 $382,302
Deferred Revenue $2,423,303 $1,332,162
Unpaid Insurance Claims Liability 200,600 $2.800,000
Total Liabilities $5,767. 476 $4,514.464
Fund Egquity $5,715,369 $4.472 108
Total Liabilities and Fund Equity a1l AN nag AR 989570

Variance

$2,337,855
$120,329
$41,542

($12,711)

$9.260
£2,406 275

($238,129)

$1,001,141
$400,000

1 12

1.243.263
$2.496.275

PRELIMINARY FINANCIAL STATEMENTS

Unaudited - For Management Purposes Only - Unandited

Page 2

41%
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28%
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West Virginia Children‘s Health Insurance Program
Comparatlve Statement of Revenues, Expenditures and Changes in Fund Balances
For the SIx Months Ending December 31, 2008 and December 31, 2007

Revanues:
Fedaeral Grants
State Appropriations
Premium Revenues
Investment Earnings

Total Operating Revenues

Cperating Expenditures:
Claims;
Outpatient Services
Physlcians & Surgical
Prescribed Drugs
Dental
Inpatient Hospitai Services

Durable & Disposable Med. Equip.

Qutpatient Mental Haalth
Vision
Inpaiient Menta! Health
Therapy
Medical Transportation
Other Services
Less: Collections*
Tolal Claims
General and Admin Expenses:
Salaries and Benefits
Program Administration
Eligibility
Outreach & Health Promotion
Currenl
Total Administrative

Total Expenditures

Excess of Revenues
Over (Under) Expenditures

Fund Equity, Beginning

Fund Equity, Ending

{Modified Accrual Basis)

December 31, 2008 December 31, 2007

17,700,629
4,608,109
55,492

86,620

22,450,851

5,433,169
4,664,679
3,818,219
2475918
1,850,208
616,363
599,003
328,623
311,547
193,743
145,029
41,426

{384,056)
20,093,871

247,972
1,073,262
159,392
66,973
11378
1.618.077

21,712,848

738,003

4,977 366

e e ——r

2715360

* Collections are primarily drug rebates and subrogation

17,003,699
4,606,978
34,712
129,419

21774

5,084,244
4,175,680
3,831,102
2,513,558
1,912,130
523,730
550,482
314,061
260,956
184,944
134,603
39,088

{320,743}
19,204 735

250,845
1,063,782
172,093
35,316
£1.049
1.563.085

20,787 820

886,988

3,485,118

] IJ e s | | !"'";

Variance

696,930

1,131

20,780
{42,799}

676,043

348,925
488,999
(12,883)
(37.640)
(61,922)
92,633
48,521
14,562
50,591
8,799
10,426
1,438
(63.313)
9.13

(2,873)
9,480

(12,701)
31,657
10,329

35,892
925,028

r————

(248,985)

1,492,248

e ———

L2430

PRELIMINARY FINANCIAL STATEMENTS

Unaudited - For Management Purposes Only - Unaudited

Page 3
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0%
60%
-33%

7%
12%
0%
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-3%
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19%
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20%
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2%

4%
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West Virginia Chlldren‘s Health Insurance Program
Budget to Actual Statement

State Flscal Year 2009

For the S|x Months Ended Decomber 31, 2008

Projected Cost
Premiums
Subrogation & Rebates
Net Benefit Cost

Salaries & Benefits
Program Administration
Eliglbility

Outreach

Current Expense

Total Admin Cost

Total Program Cost

Federa) Share 81.98%
State Share  18.02%

Total Program Cost

*  Posilive percentages Indicate favorable variances

Budgeted for

Year

$42,533,167] |
136,200
539.625
41,857,252

$515,486
2,080,170
318,670
81,885
140,400

53,130,822
244,003 874

36,485, 532
8,508,342

244,803,074

** Budgeted Year Based on CCRC Actuary 6/30/2008 Report.

Unaudited - Cash Basls For Management Purposas Only - Unaudiled

Page 4

Year to Date Year to Date Year to Date
Budgeted Amt  Actual Amt  Varlance*

$21.200,584 $20,520,330 $746,254
68,145 55,492 $12,653

269.813 284,386 {114.574)
$20,928,6286 $20,108,509 $820,147
$257,743 $247,973 $0,770
1,040,085 1,037,242 2,843

159,335 162,893 (3,658)

40,948 684,443 (23,406)

70,200 64,838 5364

$1,568,311 $1.577,487 ($9,1786)
$22.496,937 685,990 £81 0,941
$18,242,766 $17.73411 508,845
$4,254.171 $3.951.875 302,206
$22.490937 $21.6685.996 $£810,041

4% ]

-19%
4%

4%
0%
-2%
-57%

Monthly
Budgeted Amt  Dec-08 Nov-08 Qct-08

$3,544,431 $3,861,081 $2.626,260 $4,674,673
11,358 10,835 6,004 10,229
44,969 32919 45.118 69.624
3,488,104 3,828,162 2,581,153 4,605,049
$42,057 $41,225 $40,876 $40,849
173,348 283,252 168,682 165,148
26,558 78,821 0 0
6,825 15,806 15,500 1171
11,700 12,043 10,894 19,024
$261,385  $431,147  $236,052  $226,192
$3,740,480 $4,250,300 $2,817,205 $4,831.241
3,040,461 3476022 2,209,121 3,042,776
700,028 183,287 518084 880465
$3,749,480 $4,250,309 $2.817,205 $4,831.241




WV CHIP Enrollment Report ARTACEMEN
January 2009
2007 a7
County Pop. Total CHIP Total Medicaid Total CHIP/Medicaid Est # Children
County 2005 Est.  Eprollment  Enrollment  CHIP/Medicaid Enroliment Uninsured Uninsured
Ranking {0-18 Yrs) Jan-09 Jan-09 Enrollment % of Population 5% Ranking*
Kanawha 40,647 2,131 16,480 18,611 45.8% 2,032 1
Berkeley 22,882 1,215 6,239 7,454 32.6% 1,144 2
Wood 19,063 1,138 7.503 8.642 45 3% 953 3
Cabell 18,900 993 7.809 8,902 47 1% 945 4
Raleigh 15,992 1,213 6,891 8,104 50.7% 800 5
Harrison 14,973 946 5,680 6,626 44.3% 749 6
Maonongalia 14,346 713 4,029 4,742 33.1% 717 7
Mercer 12,687 1,075 6.574 7.649 60.3% 634 8
Putnam 12,522 675 3,016 3,691 29.5% 626 9
Jefterson 11 4G5 380 2,333 2,713 23.7% 573 10
Marion 11,245 735 4,128 4,863 43.2% 562 11
Fayetie 9,682 887 4,543 5,430 56.0% 485 12
Wayne 9,176 568 4,088 4,656 50.7% 459 13
Ohio 9,068 518 2,904 3,422 37.7% 453 14
Logan 7.610 528 3,800 4,328 56 9% 380 15
Marshal 7.176 3886 2,642 3,028 42 2% 359 16
Greenbrier 7,110 577 2,735 3,312 46.6% 356 17
Preston 6,354 505 2,253 2,758 43 4% 318 18
Jackson 6,277 365 2,483 2,848 45 4% 314 19
Hancock 6,270 368 2,222 2,590 41.3% 314 20
Mingo 6,204 as7 3,125 3,512 56.6% 310 21
Mineral 5,973 289 1,944 2,233 a7 4%, 299 22
Randolph 5.971 455 2,433 2,888 48.4% 299 23
Boone 5,706 299 2,508 2,807 49 2% 285 24
Nicholas 5,478 412 2,500 2912 53.2% 274 25
Mason 5,461 308 2,557 2,865 52 5% 273 26
McDowell 5170 391 3,224 3,615 69.9% 259 27
Hampshire 5,110 268 1,891 2,158 42 3% 255 28
WV yizrring 5,092 439 2,536 2974 58 4% 255 29
Upshur 4,956 406 2,192 2,598 52 4% 248 30
Lincoln 4,945 431 2,512 2,943 59 5% 247 31
Brooke 4,658 297 1,434 1,731 37.2% 233 a2
Wetzel 3,732 221 1,580 1,801 48 3% 187 33
Lewis 3,577 297 1,708 2,008 56.0% 179 34
Morgan 3,365 241 1,148 1,389 41.3% 168 35
Taylor 3.307 219 1,323 1,542 46 6% 165 36
Roane 3,266 271 1,575 1,846 56 5% 163 37
Barbour 3,248 2682 1,488 1,780 54.8% 162 38
Braxion 3,044 206 1,552 1,758 57 7% 152 39
Hardy 2,850 178 1,084 1,262 42 B% 147 40
Monroe 2,728 200 985 1,185 43.4% 136 41
Grarit 2,463 138 837 1,075 43.6% 123 42
Clay 2,454 165 1,369 1,534 62 5% 123 43
Summers 2,322 213 1,101 1,314 56.6% 116 44
Ritchie 2,234 145 867 1,012 45.3% 112 45
Webster 2,020 182 1,095 1,277 683.2% 101 46
Tyler 1,887 118 777 895 47.4% 94 47
Pocahontas 1,717 149 673 p22 47 9% B6 48
5



WV CHIP Enrollment Report

ATTACHMENT 1

January 2009
2007 2007
County Pop. Total CHIP Total Medicaid Total CHIP/Medicaid Est. # Children
County 2005 Est. Enrollment  Enroliment CHIP/Medicaid Enrollment Uninsured Uninsured
Ranking {0-18 Yrs) Jan-09 Jan-09 Enrolimeni % of Papulation 5% Ranking”
Pendletan 1,632 113 418 531 325% 82 49
Doddridge 1,607 131 672 803 50.0% 80 50
Pleasants 1,593 96 4924 590 37 0% 80 51
Calhoun 1,389 131 796 927 66 8% 69 62
Tucker 1,354 163 480 643 47.5% 68 53
Wirt 1,268 106 550 656 51 7% 63 54
Gilmer 1,154 80 538 628 54 4% 58 55
Tolals 382,490 24 354 150,527 174,881 45 7% 19,125
HANCOCK 3-14
BROCKE 213
OHIO, 453
MARSHALL 253
g L] l.l:,;]}.l
h T I8 'I'?"' oL HORGAN;~ k7
FMLERSARTE TYLES NEE ' M ‘168 ‘BERKELEY
| 2] =g 318 MINERAL 4 1,144/
Pl - - et RS 9 HampsHIRE, «_ . JEFFERSON
WAL EHE D E 255 572
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e o | L Estimated at 2400
a0 ST 15 Counties with Uninsured Children
1 il L e | in Estimated at =399 and 2201
- ¥ m:':: " I | Counties with Uninsured Children
MCTOWTLL TN |_” | Estimated at =200
Total Estimated Low Income Uninsured Children: 19,057

R (1

Note 1: The most recent estimate for uninsured children statewide from the US Census Current Population Survey is
8% CHIP uses a 5% estimate o refiect the percentage of uninsured children for outreach purposes who could qualify
for CHIP ar Medicaid. It should be noted that even this five percent extrapolation to the county level could vary
significantly from county o counly depending on the availability of employee sponsored insurance. However, it remains

our best! gross estimate of the remaining uninsured children

Note 2: Since it has been estimated that 7 of 10 uninsured children qualify or may have qualified for CHIP or Medicaid
in the past, WVCHIF asserts that a 5% uninsured estimale is a more realistic target number for outreach
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WV CHILDREN'S HEALTH INSURANCE AGENCY

REPORT FOR FEBRUARY 2009

L. Enrollment on January 30, 2009: 24,354

See Attachment 1 for enrollment by county.

Current 12-Month Enroliment Period: February 2009 through January 2009

26 000 -

25,000

24,000

Number of Children

23,000 Ri——— |

22,000 T ‘

Enrollee Totals: November 2008 to January 2009

| Month Total 1Year | Total
' November 1,390 Average 1,755

December 1,258 High 2,097
| January 1,426 Low 1412

New Enrollee (Never Before on CHIP) Totals: November 2008 to January 2009

_ Month | Total I Year Total
November 526 Average 694
December 524 High 837

| January 550 Low | 550

II. Re-enrollment for 3 Month Period: October 2008 to December 2008

Enrolled within Reopened Cases
__Total Forms Mailed Notice Period After Closure Final Closures
Month Toral # % # % # %
October 1,867 1,066 57% 176 9% 530 32%
November 1,472 824 56% 124 8% 488 33%
|_December 1,675 979 98% | 102 6% 567 | 3%




WVCHIP
Report For February 2009
Page 2

III. Financial Activity
Please see this month’s financial statement at Attachment 2.
The average annualized claims cost per child for the month ended December 2008 was $1,892.

Annual Expenditures for a 3 Year Period: SFY 2006 — SFY 2008

~ SFY 2008 FFP% @ SFY 2007 | FFP% | SFY 2006 | FFP%

2008 2007 2006
Federal 35,626,232 B1.98 35472537 | 80.97 | 34,247,276 . 81.09
State 7.947.861 1802 | 8336944 | 19.03 | 7,986,385, 18.9:M1

_Total Costs_| 43,574,093 | 100.00 | 43,809,481 | 100.00 | 42,233,661 | 100.00

BERy 0o |

#ZF 1001

8 8 3

InMlllions

§Fv e

—_
L]

=

Monthly Budgeted and Current 3 Month Period: October 2008 — December 2008

Budgeted Per Wid. Avg. Actual
Month For Qtr. December 2008 | November 2008 | October 2008
Federal | 3028695 3,239.306 | 3476022 2.299.121 3.942.776
State 706,285 729,945 783.287 518,084 888,465
Total 3.734.980 3,969,252 4,259,309 | 2,817,205 4,831,241
5
4
o I
ks - :
= . ol
=9 ] &
5

Budgeted Wid Avg. Decemioel  Newembar  Ogiobar
Paer Month  For Qtr,
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WVCHIP

Report For February 2009

Page 3

IV. Other Highlights

¢

Now that CHIP has been reauthorized by Congress and signed into law last week by
the President, Congressional Research Services estimates that WVCHIP will receive
$43.3 million in federal funds as an annual allotment under the new formula for
distribution of CHIP federal funds.

This represents a 73% increase above the $25.0 million that the State was to receive
under the old formula. The old formula would have led to a shortfall in SFY 2010 had
there been no additional appropriation and formula change. The new formula also
allows for an annual medical inflation adjustment.

Funding under the Act will be made available for the next four and a haif years.

Current projections show the program will require $37.6 million in federal funds by the
end of this fiscal year; this will grow to $40.3 million in the next fiscal year once
expansion to 250% FPL has been in effect for a full twelve month period.



WV CHIP Enrollment Report ARERNENT
January 2009
2007 2007
County Pop. Tolal CHIP Total Medicaid Total CHIP/Medicaid Est # Children
County 2005Est.  Enrollment  Enrollment  CHIP/Medicaid Enroilment Uninsured  Uninsured
Ranking {0-18 Yrs) Jan-09 Jan-09 Enrollment % of Populalion 5% Ranking®
Kanawha 40,647 2,131 16,480 18,611 45 B% 2,032 1
Berkeley 22,882 1,215 6,239 7,454 32.6% 1,144 2
Wood 19,063 1,139 7.503 8.642 45 3% 953 3
Cabell 18,900 993 7,908 8,902 47 1% 945 4
Raleigh 15,992 1.213 6,891 8,104 50 7% 800 5
Harrison 14,973 948 5,680 6,626 44.3% 749 6
Monongalia 14,346 713 4,029 4,742 33 1% 717 7
Mercer 12,687 1,075 6,574 7,649 60 3% 634 8
Putnam 12,522 675 3,018 3,691 29.5% 626 9
Jefferson 11 465 380 Z.333 2,713 23.7% 573 10
Marion 11,245 735 4,128 4,863 43.2% 562 n
Fayetie 9,692 887 4,543 5,430 56.0% 485 12
Wayne 9,176 568 4,088 4,656 50.7% 459 13
Ohio 9,068 518 2,904 3422 37.7% 453 14
Logan 7.610 528 3,800 4,328 56 9% 380 15
Marshall 7,176 386 2,642 3,028 42.2%, 359 16
Greenbrier 7,110 577 2,735 3,312 46.6% 356 17
Presion 6,354 505 2,253 2,758 43.4% 318 18
Jackson 6,277 365 2,483 2,848 45 4% 314 19
Hancock 6,270 368 2,222 2,690 41 3% 314 20
Mingo 6,204 387 3,125 3,512 56.6% 310 21
Mineral 5,973 289 1,944 2,233 37 4% 299 22
Randolph 5,971 455 2,433 2,888 48 4% 299 23
Boone 5,706 239 2,508 2,807 49 2% 285 24
Nicholas 5,478 412 2,500 2,912 53 2% 274 25
Masaon 5,461 308 2,957 2,865 52.5% 273 28
McDowell 5,170 391 3,224 3,615 69.9% 259 27
Hampshire 5,110 268 1,891 2,159 42 3% 255 28
Wiraimiing 5.092 439 2 Fan 7974 58 4% 255 29
Upshur 4,956 406 2,192 2,598 52.4% 248 30
Lincoln 4,945 431 2,512 2,943 59.5% 247 kb
Brooke 4,658 297 1,434 1,731 37.2% 233 32
Wetzel 3,732 221 1,580 1,801 48 3% 187 33
Lewis 3,577 297 1,708 2,005 56 0% 179 34
Morgan 3,365 241 1,148 1,389 41.3% 168 35
Taylor 3,307 219 1,323 1,542 46 6% 185 36
Roane 3.266 271 1,575 1,848 56 5% 163 37
Barbour 3,248 282 1,498 1,780 54.8% 162 38
Braxton 3,044 206 1,552 1,758 57 7% 152 a9
Hardy 2,850 178 1,084 1,262 42 8% 147 40
Monroe 2,728 200 985 1.185 43 4% 136 41
Granl 2483 138 237 1,075 43 6% 123 42
Clay 2,454 165 1,369 1,534 62.5% 123 43
Summers 2322 213 1,101 1,314 56.6% 116 44
Ritchie 2,234 145 B67 1,012 45 3% 112 45
Webster 2,020 182 1,095 1,277 63.2% 1M 46
Tyler 1,887 118 777 895 47 4% 24 47
Pocahontas 1,717 149 673 822 47 9% 86 48
=5



WYV CHIP Enroliment Report

ATTACHMENT 1

January 2009
2007 2007
County Pop. Tota! CHIP Tolal Medicaid Total CHIP/Medicaid Est. # Children
County 2005 Est.  Enrollmem  Enrollment  CHIP/Medicaid Enrollment Uninsured Uninsured
Ranking (0-18 Yrs) Jan-09 Jan-09 Enrollment % of Population 5% Ranking*
Pendlelon 1,632 113 418 531 32 5% 82 49
Doddridge 1,607 131 672 803 50.0% 80 50
Pleasants 1,593 96 494 590 37.0% 80 51
Calhoun 1,389 13 7986 927 66 8% 69 52
Tucker 1,354 163 480 643 47 5% 68 53
Wirt 1,268 106 550 656 51.7% 63 54
Gilmer 1,154 90 538 §28 54 4% 58 55
Tolals 382,490 24,354 150,527 174,881 45 7% 19,125
HANCOCK 314
BROOKE 233
OHIQ. 453
MARSHALL 359
T -|H1l|_ﬂ|._.'.ll,|_jl
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—

Note 1;

Estimated at 5399 and 2201

Counties with Uninsured Children
Estimated at <200

Total Esttmated Low Income Uninsured Children: 19,057

The most recent eslimate for uninsured children statewide from the US Census Current Population Survey is

8%. CHIP uses a 5% estimate (o reflect the percentage of uninsured children for outreach purposes who could qualify
for CHIP or Medicaid. It should be noted that even this five percent extrapolation to the county level could vary

significantly from counly to counly depending on the availability of employee sponsored insurance. However, it remains
our best gross estimate of the remaining uninsured children

Nofe 2: Since it has been estimalted that 7 of 10 uninsured children qualify or may have quaiified for CHIP or Medicaid
int the past, WVCHIP asserts that a 5% uninsured estimate is a more realislic target number for outreach.

(51



Waest Virginia Children's Health Insurance Program
Comparative Statement of Revenues, Expenditures and Changes in Fund Balances
For the Six Months Ending December 31, 2008 and December 31, 2007

Revenues:;
Federal Grants
Slate Approprialions
Premium Revenues
investment Earnings

Total Operating Revenues

Operating Expenditures;
Claims:
Outpalient Services
Physicians & Surgical
Prescribed Drugs
Dental
Inpatient Hospital Services
Durable & Disposable Med. Equip
Outpatienl Mental Heatlh
Vision
Inpatient Menial Health
Therapy
Medical Transporiation
Other Services
Less: Collections®
Total Claims
General and Admin Expenses:
Salaries and Banefits
Program Administralion
Eligibility
Qutreach & Health Promotion
Current
Total Administrative

Total Expenditures

Excess of Revenues
Over (Under) Expenditures

Fund Equity, Beginning

Fund Equity, Ending

(Modifled Accrual Basls)

December 31, 2008 December 31, 2007

17,700,629
4,608,109
55,492
86.620

22,450,851

5,433,169
4,664,679
3,818,219
2,475,918
1,850,208
616,363
599,003
328,623
311,547
183,743
145,029
41,426

(384,056)
20,093,871

247972
1,073,262
159,392

66,973
71.378

1.618.977
21.712 848

738,003
4977 366

2.712,369

* Collections are primarily drug rebales and subrogation

Varlance
17,003,699 696,930
4,608,978 1,131
34,712 20,780
129 419 {42 799)
21,774,808 676,043
5,084,244 348,925
4,175,680 488,999
3,831,102 {12,883)
2,513,558 {37,640)
1,812,130 (61,922)
523,730 92,633
550,482 48,521
314,061 14,562
260,956 50,591
184,944 8,799
134,603 10,426
39,988 1,438
{320,743} {63,313)
19,204,735 889.136
250,845 {(2,873)
1,063,782 9,480
172,093 {12,701}
35,316 31,657
61,049 10,329
1,583.085 35,892
20,787,820 925028
986,988 {248,985)
3.485118 1,492,248
4 .J.'I:'T'I ]!!ﬁ ] aia aﬁa

PRELIMINARY FINANCIAL STATEMENTS

Unaudited - For Management Purposes Only - Unaudited

4%
0%
60%

-33%



West Virginia Children’s Health Insurance Program

Unaudited - For Management Purposes Only - Unaudited

Comparative Balance Sheet
December 2008 and 2007
{Accrual Basis)
December 31, 2008 December 31, 2007 Varlance

Cash & Cash Equivalents $8,059,528 $5,721,673 $2,337,855
Due From Federal Government $2,729,180 $2,608,851 $120,329
Due From QOther Funds $614,993 $573,451 $41,542
Accrued Interest Receivable $8.315 $21,026 ($12,711)
Fixed Assets, at Historical Cost 70,829 $61,569 $9.260

Total Assets $11,482.845 $8.986.570 2406275
Due to Other Funds $144.173 $382,302  ($238,129)
Deterred Revenue $2,423,303 $1,332,162 $1,091,141
Unpaid Insurance Claims Liability $3.200.000 $2.800.000  $400.000

Total Liabilities $5.767.476 $4514.464 $1.253.012
Fund Equity 571 $4.472.106 $1.243.263
Total Liabilities and Fund Equity $11.482 B4 SE.280.570 $2.496.275

PRELIMINARY FINANCIAL STATEMENTS

41%
5%
7%

-60%

15%

8%

-62%
82%
14%
28%

28%



West Virginia Children's Health Insurance Program
WVFIMS Fund 2154
For the Month Ended December 31, 2008
(Accrual Basis)

linvastment Account |

Funds Invested $7,871,641
Interest Earned 86,620
Total $7,958.261

Unaudited - For Management Purposes Only - Unaudited
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Department of Administration Leasing Report
For The Period of January 1, 2009 through January 30, 2009

NEW CONTRACT OF LEASE

INSURANCE COMMISSION

INS-028 New contract of lease for 5 years containing 8,238 square feet of office space
at the PSF rate of $13.50, full service, with S.A.A.C. LLC, in the City of Charleston,
Kanawha County.

STRAIGHT RENEWALS

ATTORNEY GENERALS OFFICE

AGO-013 Renewal for 1 year containing 4,000 square fest of storage space at the PSF
rate of $3.00, electrical service only, with First Charleston Corporation, LLC, in the City
of Charleston, Kanawha County.

BOARD OF FUNERAL EXAMINERS

EMB-001 Renewal for 1 year contalning 973 square feet of office space at the PSF rate
of $11.08, janitorial services and snow removal only, with Kanawha Investment
Company, in the City of Charleston, Kanawha County.

DEPARTMENT OF ENVIRONMENTAL PROTECTION

DEP-173 Renewal for 3 years containing 100 square feet of storage space at the PSF
rate of $7.20, with Bridgeport Storage, LLC, in the City of Clarksburg, Harrison County.

DEP-185 Renewal for 3 years containing 100 square fest of storage space at the PSF
rate of $8.00, with Lakeside Seif Storage, in the City of Elk Garden, Mineral County.

DEP-184 Renewal for 3 years containing 100 square feet of storage space at the PSF
rate of $8.60, with Peaslee’s Service Center, in the City of Kingwood, Preston County.

DEPARTMENT OF HEALTH AND HUMAN RESOURCES
HHR-178 Renewal for 4 years containing 3,325 square fest of office space at the PSF

rate of $7.95, with Steve Lorenze Jr. and Ginger L. Lorenzs, in the City of Morgantown,
Monongalia County.



CONTINUATION OF STRAIGHT RENEWALS

HHR-162 Renewal for 1 year containing 2,878 square fest of office space at the PSF
rate of $6.50, full service including janitorial, with the County Commission of Jefferson
County, in the City of Kearneysville, Jefferson County.

HHR-101 Renewal for 1 year containing 6,580 square fest of office space at the PSF
rate of $5.85, full service with the exception of janitorial services and snow removal,
with Philippi Municipal Building Commission, in the City of Philippi, Barbour County.

DIVISION OF HIGHWAYS

HWY-023 Renewal for 1 year containing 80 sguare fest of office space at the PSF rate
of $45.00, full service with the exception of telephone service, with West Virginia
University Research Corporation, In the City of Morgantown, Monongalia County.
DIVISION OF VETERANS AFFAIRS

VET-007 Renewal for 1 year containing 739 square fest of office space at the PSF rate
of $1.62, full service, with the County Commission of Mercer County, in the City of
Princeton, Mercer County.

FAIRMONT STATE UNIVERSITY

FSC-027 Renewal for 1 year containing 422 square fest of office space at the PSF rate
of $10.50, full service, with the Upshur County Development Authority, in the Clty of
Buckhannon, Upshur County.

FSC-025 Renswal for 1 year containing 200 square fect of storage space at the PSF
rate of $7.14, full service, with K & K Storags, in the City of Fairmont, Marion County.

NEW RIVER COMMUNITY AND TECHNICAL COLLEGE

NRC-012 Renewal on a month-to-month basis containing 2,240 square fest of
classroom space at the PSF rate of $8.43, with Fairview Land Holdings, in the City of
Caldwell, Greenbrtier County.

SOUTHERN WEST VIRGINIA COMMUNITY AND TECHNICAL COLLEGE

SWV-014 Renewal for 7 months containing 39,000 square fest of office space at the
PSF rate of $0.92, full service with the exception of gas and electrical service, with Hill

Realty, Inc., In the City of Logan, Logan County.



CONTINUATION OF STRAIGHT RENEWALS
WEST VIRGINIA DEPARTMENT OF AGRICULTURE

AGR-047 Renewal for 3 years containing 502 square feet of office space at the PSF
rate of $11.95, full servics, with Human Resource Development and Employment, Inc.,
in the City of Hinton, Summers County.

WEST VIRGINIA STATE COMMUNITY AND TECHNICAL COLLEGE

WVS-002 Renewal for 1 year containing 2,380 square fest of office space at the PSF
rate of $10.00, full service, with WVSU R&D Corporation, in the City of Institute,
Kanawha County.

WORKFORCE WEST VIRGINIA

WWV-014 Renewal for 1 year containing 3,836 square fest of office space at the PSF
rate of $12.52, full service, with Region 1 WORK4WYV, In the City of Princeton, Mercer
County.

WWV.-006 Renewal for 10 months containing 300 square fest of office space at the

PSF rate of $12.00, full service, with South Western Reglon 2 Workforce Investment
Board, in the City of Willlamson, Mingo County.

RENEWAL/RENT INCREASE

AUDITORS OFFICE
SAOQ-008 Renewal for 4 years containing 19,443 square fest of office space, with an

increase from $3.50 per square foot to $6.50 per square foot, full service including
janitorial, with Grandeotto, Inc., in the City of Clarksburg, Harrison County.

RENEWAL AND INCREASING SQUARE FOOTAGE/RENT
DEPARTMENT OF HEALTH AND HUMAN RESOURCES

HHR-156 Renewal for 1 year and increasing square footage by 200 square feet of
storage space for a total of 1,000 square feet and increasing rent from $134.00 per
month ($2.01 annual per square foot rate) to $167.50 per month ($2.01 annual per
square foot rate), with Burdette Realty Improvement, Inc., in the City of Charleston,
Kanawha County.



. L S B B
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INCREASING SQUARE FOOTAGE/RENT

WORKFORCE WEST VIRGINIA

WWV-001 Increasing square footage by 200 square feet of office space for a total of
500 equare fest and increasing rent from $300.00 par month ($12.00 annual per square
foot rate) to $500.00 per month ($12.00 annual per square foot rate), full service, with
South Western WV Region 2 Workforce Investment Board, Inc., in the City of Hurricane,
Putnam County.

DECREASING SQUARE FOOTAGE

DIVISION OF HOMELAND SECURITY AND EMERGENCY MANAGEMENT

OES-015 Decreasing square footage by 4,000 square feet for a total of 8,000 square
fest of office space at the PSF rate of $4.89, with O.V. Smith and Sons of Big Chimnasy,
inc., in the City of Big Chimney, Kanawha County.
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WV DEPARTMENT OF HEALTH AND HUMAN RESOURCES

BUREAU FOR MEDICAL SERVICES
EXPENDITURES BY PROVIDER TYPE

T

SFY2009
1 MONTH OF m_ 2008 ACTUALS TOTAL ESTIMATE ACTUALS ACTUALS PROIECTED
’ - Current Current Year To-Dele 120108
SFraogg SFr2008 Month Manth Thru Thru
Now-08 Now-08 11/30/08 06/30108
EXPENDITURES:
Inpatient Hospite| Servioss 224,743,080 233,676,834 13.238,304 14,058,308 97,185,183 138,480,491
Inpatiant Hospital Services - DEH Adjustmen! Paymenta 56,688, H7 &Y. 752,400 14,433,100 13,578,885 27,149,280 $0,603.110
Menin] Heatth Fenlliies 44,424,899 47,803 433 3.885,868 4,011,184 20,378,097 27,227,338
Mantel Health Faciiies - DSH Adjustment Payments T8, 769,650 | T 78] — 4B93BOC[ 4707733 9354825 B4T8 056
Nursing Faclly Sarvices 431,721,637 481,013,785 38,445,476 38,935,889 1683 485 853 247,647.927
Infermediats Caro Faciities - Publis Providers - - - - - -
Intermadiate Care Fariiiies - Private Providers 63,149,689 83,050,810 6,203,874 6406411 25,372,663 37,878,147
Physiclans Services = 122,769,471 128,162,823 0,684,844 10,216,463 68,010,660 67,161,843
Qutpatient Hospfial Services 104,828,493 111,471,388 8,530 884 8,830,458 48,669,723 62,801,842
Prescribad Drugs 337,816,180 363,600,438 27279224 282262209 44,233,938 209,388,480
Drug Rehats Offsel - Natlonal (O7877,904)|  (102,168,200) (1,500,253) (1.231,378) (54.418,452) (47.748,708)
Drug Rebats Offee! - Stete Shisbar Agreement (28.028,517) (31,623,600) (464,378) (782,868) (2.678,931) {29,044,669)
Dental Bervices “= 7877318 42,380,562 8,283,784 3,826,891 16,474,178 25,808 384
Other Practitionsrs Services 29,838,342 28,893,748 2240848 1,643,782 8,634,168 20,208,683
Clinks Services 33,381,620 34,754,933 2,875,678 2681224 15,859,270 18,086,682
. 1.eb & Reditiogical Servicas 8,222,288 8,200,886 712,718 §32.169 4,087,092 5,113,703
! Home Health Sarvics 20,870,378 31,960,050 2471,702 2,170 647 13,016,671 18,024,372
Hyzterectomies/Sterllizations 815,528 820,120 40,048 856 216438 303,681
| Pregnancy Terminations - - - - - -
i EPSDT Services 2,419,042 2943119 228,492 182,613 £85,781 1.847,338
; furel Haalth Clinlo Services 8,710,171 7,433,058 873,318 738,408 3,113,747 4,319,308
Medicere Heallh Insuranco Payments - Pert A Premiums 17,124,132 18,671,400 1,865,950 1,436,376 7,106,187 11,618,213
Medicars Heafth [neurance Peymonts - Pert B Premiums 47,960,223 75,431,100 8,288,428 6,878,007 2,370,773 46,080,327
120% = 134% Of Poverty 4,004,192 - - 388,010 1,888,040 (1,858,040)
138% - 175% OF Povarty - - - - - -
Colnsursncs And Dedusiibies - - - - - -
Medicaid Hezlth [neuranos Peymaente: Managed Cars Orgemizationa (MCO) 267,013,367 257,242,700 22,328,658 23,829,238 12,178,107 147,767,663
Mexdinaid Heallh Irsurance Payments: Group Health Plan Paymernts 336,208 485,200 36,784 - 126,402 334,788
Home & CommumBy-Basad Sarvices (MR/DD) 218,374,834 260,704,840 20,054,248 18,825,099 08,411,108 164,263 532
Bame & Community-Bessd Services (Aged/Disaiied) 66,822 681 858,886,233 8,812,018 8,568,671 M,302,373 88,763,860
Gomrunifly Supported Living Services - - - - - -
Progrems Of All-Inclusive Caro Elderty - - - - - -
Perzansl Care Servicea 37,799,605 42,173,850 3,244,224 3,112448 16,007,508 26,268,042
Tergated Caee Managament Servicen 0.438,6816 7,817,608 603,632 338,039 1.808,881 6,008,027
Primery Cars Cass Management Servioes 718,208 810,500 62,348 52,880 276,746 834,765
Hosples Banefits 12,363,908 13,460,400 1,036,418 1.216,258 5,788,264 7.672,108
Emergency Services Undocumented Allans - - - - - -
Federaly Quafied Healih Center 17,475,447 10,683 638 1.609,784 1,877,848 7,460,584 12,108,112
Orther Cera Services 121,772,680 137,481,187 10,609,862 10,067,820 54,768,816 82,712,352
Less: Recoupments | I B = A75,277) 280,738
NET EXPENDITURES: . 2,238, 331,734 2,429,5623,262 208 608,480 211,765,486 1,002,848, 928 1.423;373:§
1
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[ — MONIH_OF NOVEMDER 2008 AGTUALS TOTAL | ESTMATE | _AGIUALS _ | . ACIUALS PROJECTED
o ' Currat Current Year To-Date 1201700

Merith

Do:-03

Month Thru Thiu
L Now0R 11/30/08 - DBr30/09

Cullections: Third Farly Liahily (fne 84 on CMS-84) {4,858,488) (B8B.714) 886,714
Calisotiors: Proete (ine 2P on OMS-84) (178,779 B4 8,403
Qaliactions: ldentifted through Fraud & Abuse Effort (ine 6C on CMS-84) (199,610 (12317 12,017
Collectiony: Cther {fing €1 on CME-84) (4.108.627) } {1.228,763} 1268783

N EXPEADITURES st CMS-04 ADVLITMENTE: ) ) ] NIV ) MR ) TS
Pirs: Mediczkl Pt [) Expendiitres 29322 E08 28 663 500 2,306,268 o7 12121324 | 17,847,178
Pus: State Only Medioaid Expenditures — 4078859 agsaEes| zemor|  4age 1,887 566 1657

TOTAL MEDICAID EXPENDITURES
Py Ralminreshles ™

‘TOTAL EXPENDITURES

(1) This emaurt will ravert 1o Stats Only If not relmbursad.
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WV DEPARTMENT OF HEALTH AND HUMAN RESCURCES
BUREAU FOR MEDICAL SERVICES
MEDICAID CASH REFORT
AFY2008
& Months Actuals 7 Months Remalning
ﬂ NONTH OF NOVEMBER 2008 T I ACTUALS ACTUALS ACTUALS PROJECTED TOTAL
Cuzrent Yesr-To-Date 121172008
SFY2008 Month Ended Thru Thru SFY2000
REVENUE SOURCES 11/30/08 11/30/08 Qe300
Bsg. Bal. (8084/1020 prior mth) 28,483,079 3,960,087 $34,833,086 54,033,066
MATCHING FUNDS -
| Genars! Reverue (Q400189) 393,705,687 32,871,760 140,484,638 263,221,049 393,705,887
Rural Hosphtals Under 160 Bedsa (0403/840) ZE8E, 00T 216,333 1,087,697 1614333 2.598]
Tertiary Flmding (0403/847) 4,868,000 404,887 2,023,334 2,832,888 4.asa.ooo|
Lottery Waiver (Less £60,000) (6405/538) 23,272,678 13,460,000. 9,922 578 23,372,578
Lottery Tranafer (5405/871) 10,300,000 5,600,000 4,800,000 10,300,000
Tnmst Fund Appropriaton (5185188} 14,337,873 10,018,207 14,710,767 15,846,637 30,666,604
Provider Tex (5020/189) 171,383,668 13,211,698 68,011,805 9,648,409 185,660,004
Certified Match 19,347,764 1,087,626 8,838,465 14,367,643 23,205,898
Retmbursablea - Amournt Relminirsed 3,721,481 198,745 1,620,378 2,416,293 4,042,671
Othar Revenue (MWIN, Escheated Warrents, eto.) 5084/4010 & 4016 30t.164 38,608 168,012 (168,012) 0
CMS-64 (8,608.638) 2,000,689 -2,000,660 (1]
TOTAL MATCHING FUNDS 664,348,748 $81,888,577 $290,826,4580 $402, 402 128 $393,226 637
" FEDERAL: FUNDS SR = .} 1,630,783,428 - 156,989,445 =. 728814861 $1.009,769.881 $1,709,274,841

TOTAL REVENUE SOURCES

“ 285,130,178 “ ﬂ $217.975,028 "

WWWWH

TOTAL EXPENDITURES:
Provider Paymenis
TOTAL

{1) This emourt wili revert to State Only f not reimbureed.

e T

Note: FMAP (08 - 74.25% epplicable July - Sept. 2008) { 09' - 73.73% applicable Oct. 2008 - June 2009)




Calendar Year 2008 Net Asset Value Progression

All amounts in (000's)

WVIMB

Balance 1/1/2008 $ 10,356,476

CY 2008 Contributions 0,782,266

CY 2008 Withdrawals (8,858,708)
Net Contributions 023,558

Net decrease from operations (2,984,832)
Balance 12/31/2008 $ 8295202




Wesrt Virginia Investment Management Board
Periods Ending December 31, 2008
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Invesiment
Asgser Values Eainkngs Vonth Lini YID  1Y¥ear 3¥ewrs 5Years 10 Years
Pariicipant Plans
Pension Assets
Public Employees' Retirement System $2077091 673 BL01 092 509 5% (143 (281)% 28V%  (46% 09% 28
Teachers' Reiirement System TLI0 469 bl 96 740 536 TA%  {(1d4% (2910% (9 0% {5 1)% 06 % 26
Teachers' Lmployers Conl Collection AC 27098 238 it R k) 01 % 0% % 14% 24% WA N A Na
I MS Rerirement System 13 407 903 H95ThH 5% (14 % N:A N A WA MN:a P
P'eisde Sulety Revirement System 340 595 268 11463 359 3159  (1441%  (284)% L284P (AT 09% 28
duiiges Retirement System 78 716,261 257491 5% (143 (282)% (282)% d7)%  09% 274
“raiv Police Retiremend Syvsiem 13,960 141 1 146 148 T5% (4% (2798 (27TW% 5% 05 % 27"
thegristy Sheriffs' Relirement System 69 176 534 2355 3% 359% (420 (2BD)% (281 [t 09% 29
Insurance Assels
Yiwrtsin” C pmpensalion Old Fund o5 30 822 13 661 908 3% (107 (20 3% (2000 (3 [ Y N &
Vigrker® Comp Sell-Insured Guaranty
He=d Pool 54951 8la 5043 1% 03 % 24% 24% 43 % NiA N:A
Wogrkery’ Comp. Uninsured Lmployvers Fund 5275 364 7014 1% 3ty 24% 24% 43% N:A N oA
I'ariimoconliosis 207576217 4,574 696 23% HEM (18 5% (183 (2% N:A N4
Thigsrdd of Risk & Insurance Mgmi 44 007 017 27205 A0% (66)%  (1610% (16 1% (1 3 NA NA
[Pl Employees’ Insurance Apency L3 168 770 2403 184 249 (G0 {17 1% (17 1% [ERUEN NA WAy
LY’ Reliree Health Benclit Trost Fund 177 467 580 61124 329 YAy {4 6% NA N A N A NA N,
Endowment Assels
Wildlile Fund 2T N3 a7 919 575 5% (1391 (280 (2RO {4 7)% 9% T8
Pirpsiiil Tuition Trust 6B 459 176 2 §4% 5835 45%  {120)% (2T0M (2700 4 2% 12% A
I'rupai| Tuition Trust Escrow 3292177 77167 25% 460 (0™ (104)% 0 1)% 16% L
Irvenue Shortfall Reserve Fund 150 357 487 4790 246 A% (4% (2R 8% (28 8% N A MNeA LI
Weswenue Shortfall Reserve Fund - Parl B 208 942 450 6 645 629 T {149 (292)% (9% N:A NYA Nk

1
Rewms are nel of managet fees and expenses

Retumns shorler than 1 vear are unannualized




WVIMB Investment Pools
Periods Ending December 31, 2008

Asset Allocation Paol Allocation
A1r
Real Estare
04% : . 15t &
TRS Annuity
Hedge Funds 30% Wty up,

Privare 12.1%,

Erjuiry HI 150, E
72% . |z|

\\_ M 0% # Actual Allocation

L5,
Cash L]
199 [[L .
[¢]
s *
largedap  “on-Laree ol Equiy Fiugd Privale  Real kstate Llalge Funds
Fired Income Cap Income Lguin

S~

Invesiment Pools
Asset Values fndex Returns (Bine)  Actual Returns ( Black )
{000's) Month Ofr YTD I Year 3 Years 5 Years
Large Cap Equity
Large Cap 51.533,532 21%  (219%  (373% 373)% GH% (1 9%
S&Pson [ 1% {21 W (37 0% (37" (% 4y 12 2y
Non-Large Cap Equity
Total Non-Large Cap $292, 853 3I7% (241 (356 (3560% (8 8)% 01%
Riissell 2500 3% (262 (36 K%y 136 8)"e {44y (lints
I'oral Domestic Equits 51,826,385 21%  (223%  (366Y%  (366)%  (87)%  (11)%
Russell 3600 P9 (228 {37 3% (3T {5 6) {1 9%
International Equity
Tatal Inrernational $1.860.011 2% {178% 0% (40T (5 8)% In%
USCH AN Conntry World Free EX TS 27 % (22 3% (432 {45210 (6" Jiroy
Total Global Equiny $3.680.390 52%  (202)%  (389)%  (389)% {8 N% 00%
Giobal Index’ TR (2251 (L3P @13 (B (8
Fixed Income
lotal Fived Income $2 576,431 28%  (73%  (129% (129% (1 1)% 12%
Fixed bicome Index’ St R 28", ey 47 % 43",
TRS Annuity S248.973 N/A NiA NiA N/A NiA N/A
Cash
Short Term S154,711 01 % 3% 24% 24 % 43 % 35%
Sefoman 90 Day T-Bill + 15 bpa 0l {13 "% 240" 3 3% i3t
. .} .
Private Equity $599.618 NiA N/A N/A N/A NiA N/A
3
Real Esiate $37,402 NiA NiA NiA N/A NiA N/A
Hedge Funds SLODS.107  (1.2)% (8 1% NiA N/A NiA N/A
Total [nyvestment Pools 38,312,638

'I’olicy is 50% R3000 and 50% MSCT ACW Dee FXUS as of Apnl 2008 Prior penods were 40% S&P 500, 30% R2500, 30% MSC1 ACW Free EXTIS

*Policy 15 100% | B Universal as of April 2008 Prior periods were the LI Agorepale
Tung-wenghied relums for these pools are meaningeless unil the programs have mawred penerally, afler [ive years

Returms are nel ol manager fees Retorns shorter than 1 yvear are unannualized



Public Empioyees' Retivement System

Perfods Ending December 31, 2008

Pool Allocation

Asser Allocarion
Anual vy Tergeol

“oo-langs Cap
I : ( ap k.
Wl Batile  [indge bands e 1quin
== IS e
!
] -
1 bl
I -
"
e &
el
B
e hm w [T
ioned s . e w e fuen
[[FE=
-+ .
T -
Aszer Values Teeefy v Bty (4ie) Aotuod Revwrny ( Black )
s Ylaidh 1T} YT L Vian IYears  SY¥emrs
Fange Cap Fywin 612640 2% [ M4 (7% [ {1 4%
LE ¥t [IEA RS 137 s 12200
Moo=l e © g Eoymifsy $12% 246 I il 8 aM0 (15 A% [LEIR (N
Rirvaeff 25t td [RIH (RIS A vl
Damuane By FTUE NS ERE LT, VAT W T %)% 1L
Indcrmational b qmis HTSL AR w2 IE [ELEE A A 5 K% 249
AL LT omoeny Wawdd Frop £ 01 S [NER R e RN
Clubaad by SLARRATY A2 (R TR 1K % LRI
Tl Fined Inuonme g 49% 27 T4 (14l 11 4% 1%
Foud dv o Inden LN 40 Iy @ 47 4z
£ ash LIRR1E 0™ 24% 240 41 it
Sarfomaen Y My TeBulf + 15 by il n R My i
Private b 3377 29 N A M4 Y [NEEN M4
Keal barare 317 B ™A A NA A MNed
Haalime Funds F318 43 i1 2% MoA RTEY NA MeA
Tutal Pnblic Fanplavad s Fund S UTTIMD 1A% 1 (2R IR [ENE 1%
Teachers' Retiremenr Sysfem
Pool Allocatiun Assel Allocalion
Actuml vs. Targer
Heal Favaiy
TR Asnuin L s Coup baguit
T i :
o
[ 1
M 1 'l
: -
-
- E
i - e
[P
L - i
Tavestment Pool
Asse] balwss Toifew Barrein (Bliaey Arswal Redurms § Black )
Py Month Onr YTD | Year 3 Vears 5 Lot
Large Cap Fepuin LALHL RIR RS (A1 VTN 17 LAY LR
AP T NN M T AR [ERT] 12 2
ron boap Feguiny S1T0 6T T (M % (VR ES RS A% [LE:T-Y 1] %
Harowrtd 2500
Limieshie Lguaty ST2 IR it A2y (VAR 4166 18 7] 1%
570 207 B2%  1TRM (M1 %% (4D (R Y
MYCL AN Coneritrr Horfd Frect AT A i It a8
Culshal Fauils 1,410,347 SXU o (0% Y (W2 s % {0 2%
Il Fraed Dcisnn SHIN S14 TN A e ) [RY:S | 0%
Fivpd T pare frrgon 1, a Py
I R% dumals 5248 96A Y N oA Moa NA N A oA
{anh 52,764 U1t 0, LR 24 % EREY 5%
Noadeommenr 950 Ly F-BHT - 15 By 1§l o Zury
Frovaie 1guity 872127 Ay MNaA BeA LY My WA
Rual Istate SLA1TY A T N & A N & A
Medaue 1y 3122104 [h 2% 18 1% N A A IR A
Total Tepehers Rolifomunl Fond B 1maTe TN AP {29 (29 D% 15 11% & %%

Remms are nel of marager fecs and expenses  Relums shoder thao | vear are unannualized




Teachers' Employers Cont. Collection A/C
Periods Ending December 31, 2008

[ Pool Allocalion

§an
i

Asset Allocation
Actual vs Target

[N

% o1 Tored Flan Acan

Farventinieny Pools

Asset Values

Index Returns (Blue)

Actnal Returns ( Black )

| Slenih i YTD 1Year 3 Years 5 Years
Cash $27.008 01% ni% 24% 24% NA Nia
Safomon 90 Day §-i1 + 15 by 01 % 03 % 2401 % 20 19 % 3 %
Toral Leachers' | mploy ers $27,09% 01% 03% 24% 24 % NIA NeA
Emergency Medical Services Retirement System
.’.-— — -
. Asser Allocation
Pool Allocation N 1
Acrual vs, Target
Lo,
Real Estale
1% 1arge Cap Fquln B
Hedpe Funds LA l|
19% e
“on-Large € np F
Frrate Lguity Equiry
9% I L .
: -
2iF, | - _
Cuth [oleraavional - .
o Tastid 2‘1‘:? [ b o e
- T . & Il
1 "= Tyune  lsim bumls
I""\.\. : =Larpur ® Achul F .II
fisesiaruy Pooly
| Month (a1H) YT 1 Year 3 Years 5 Years
$2,761 21%  219% NiA N, NiA NeA
S48 5040 L% (219% Y7o 137 00% 1% ) (1 24%
5466 17% (24 1)% MiA NiA NiA MNiA
Ruwelf 2500 S 126 1%, 136 B [ 8% 1% 4%, (1 (%
3237 23 % (22 )% Nia A REEN N
$3,254 &1 % {17 9}% NiA NiA NiA MrA
MECT AR Counmry Worfd Free FX TS ST (223 45 % 45 1% [ f1b% ot
Cobal Fauin 56,381 52% 12011 N/A NiA NiA Ni&
Tuotal Ficed [ncome 1,745 27% (7 7% Nia NiA N/A WA
Fived Income Indin LR 27 % 2y 20ty 47 % 41"
C ash 1330 0% 0% MM NiA INia ™A
Sutomon 90 Day T-Bili + 15 bps [ERIN 01 20h% 20 LA 1i%
Privaie Eguin §1257 MlA NiA NiA NiA MA NIA
Rial Falaly 77 ™A ™A Nia NiA N4 Mid
Hedpe Funds 50,077 {1 2)% (& )% MNid N M ™A
Total EATS Hetirement Sastenm £13.408 15% {144)% Wi MA NiA WA

Returns are ney of manager fees and expenses  Remms shoret than | vear are unannualized

]



Judpes' Retirement System
Periods Ending December 31, 2008

'y Paal Allocation

Twr mm i om

Heslbstale Hedpe lusds 1 erge Cup Lauliy
(k) it %

[T
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Privale Kiquin

5 4 Tadad Pl mmrls

Assel Allocatisn
Actual vs Targel

e
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' L s
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LR -
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favestmens Poofs
Aszel Values Ferdfen Retwens (i) Actuat Revurns { Black }
DL LR Momnth Orr YTD 1Year 3 Years 5 Years
1 arse O ap Fyniny FIE 12 1% 37 h% (1T h% 1R %)% i1 B
LI AT IR T (R ETE Indiy L
Sl arme € ap b yains h2 e PTv i R (MEE% (REEn D%
Raowncll 200 - R (R [EFEaN N,
ot Famiy 1L b 23% R  ) 8 7% i1
[mlermunmal kaguny Blw 2T (4 Tt g Tt 15 K%y PR
WSO 8 Cownry World bree %1 % V1S (B Thofty ERIR
Gilnebral B guiniy R us) 41% [RER 138 8 (LR 0
Tubal Fived Incumi 121 6 27" | A (1A% [T 1%
Fovedf Fucene Frife e B UL It 47 d o
T anh L4l (LR 24% 14% 41% 35%
Aprferyion W Dy T=Refl A 18 fyes 1 24 an At i
Private L quun 47241 NoA N A A Na hoa M A
Real 1 artle 3442 NA hA NA NA NA M A
el Funds 2 qUs 1] 2% LR Mo N A MeA
Fatal balaes’ Penunn Fand 78 TR L™ 114 % §3% Ity 128 2P i T Ty
Public Safety Retirement System
. Assel Allocation
Pool Allocation
Actuaivy lwrgel
Husd B i
Veddye bunds T arge Cap Lquin
1% .
1% 14
i
d
i
X
7 g
= . e
- -
.
TR [E I P R (VT VR (W

T

“ e

lan b

IPPe———

i) ¥ wihiare Frediox Boturns (8fee)  Aorwal Rerurns ( Biack )
FLIE LT Silimin K11} VTR 179 o ¥ b vmrn Y aErs
e
Fanue ©ap Pyuin 572 141 20 i [y 137 3 [CR R R
AP oTan 11 |
M-l angy Cap | quity 5110 R {LH] 135 6% [CRLNES 01%
Rirvveif 2508 L |
Phugnestiv b guily §ra Lk i, [ 136 5f% [ o1
Inrerriationak B yuity Seivi M1 w2, " i (4] B 15 7% 31 %
MACT AR Conmimy Wonddf Fopp EX TS iy 1
Cebabial 1 yuiny ST IR 522 1o i [RLEI 8 It L
Laotal Frsed Indome 500 526 ii NEEIEN (2% 1%
Fived focome fdey R
£ ash 1711 1% rdav 43 % 35 %
Sufuersiioe 98 Hay F-Beld 119 by o
Frnvaie by 529 L6Y NA ] L N oA NA LAY
Iteal Flane H2 058 NoA (] 1 N A A N A
Ahethps 1l Sl 954 PL2rt (] I} MeA Ned A
Catal Public saleis Saslem 334 Su6 15 ia 128 4 4 T %%

Returmy are net of mangper (ees and expenses  Relums shonel than 1 year are unannualized
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Stuate Police Retirement System
Periods Ending December 31, 2008

Pool Allocalion

Heml Pus g bands [P P —.
1% . %
Privalc Lymiby
1=
Lusb

1%

Agsel Values

Aysel Allocarion
Aciual vs Targey

.
kil e
- sl
L3 '3
[ER] rd
m

Terden Revwerns (i)

Avtual Revarny ( Blach }

|lbu'|_| ldLrl i J YTD 1Year 3 Years S Yraid
Favag T ap gy L7 0Md I 209 (BT WM 1T (LRI LS
AP SIN [ [ O T T 135 ' (BT [
Son B Cap D agals 51 Lyl TT% (2 L 5% (S e (B wit
Hovwrt T804 Sl ® 2k UOEY (R [ E T 1L
LU TN TUTES Sk 230, 132 3 £ 50y V6 Syt i T LS
Tniermanaomal gy SR ST6 RN P17 K {40 7 (48] Tith (5 HMa 2ty
WECE Al Conntry Warkf Free EX TS Sl "8 T ST T LR vk EARE
Talailnl F iy $1 6 KO0 S2% plant (WM (GhTM [ER N [
Tued Lived Tiwnrme A 20 17T 7% 133 1A L
Frued focomne Indey i - Ty 2 42
€ ash T L) 0 A" 24% 4 1% st
Surfenmieanr Wi Bay D-FHE+ TS Bpe [P [T ! ol L, Tum,
Preate T guis 31258 I A ™A N A NaA A LTI
Kral | stale 208 N A NA N & NA [ A
Hedae Funds 43 5uA 0l 2% LAY N A A MA N
Fotal Share Pobce 15 1o §43 waf TE% (A% 279 2T 14 53 4 %

Depry Slige{ifs" Retirement Symoem

] Pool Allocation

Wedpm, Fands
Pt mli B
b
Cath
e

EN T arae Cap Lyuliy
%

i T | ued Bk

S —
I
L

i of Tmth) Thom Aspls

i

Assel Allocarlon
Actual vs Targel

— T

Inrraean Pe
Assel Values

foifex Returas (e}

Acvual Rereras { Black |

—
[T Nliaily iy LR EL 1 T B % smrn & % s
Pet s ———
Larg £ oap b oty $la TR Il (U (37 % {4 8% (]
S& P S [ 120w Tl AT
Som-Loavae Cap Eginn 42 gdtn 3T (24 1% (35 6" [EE-Ak0
Rresvedf 2900 Sl 120 20 [RIETE o i
Bunestis bty Ble R4 23% (LM A (36 51 15 T I
Totes natimal Eyuin LT HIS Wl%a  {ITHI% (dlEf)te (5T ik
MECE A C o Workdf Loee 31 §= 12 iy [ (L
Celnlipd Faquus 414 550 SN0 It [ LY 1B L
Lotal Fesesd Tgane S19 Al a7 i (L3 L2 i
Feved bont Ty iR = 2 47
Lash $5% [ M [ i 24 43t
Sarlanereae 90 Fray F-Bitd + 19 Aoy i HER Y s Tty
Fomale Tyuins LRV A N A A A LR
Real buany 1 MA b A N A NA L
Hedge Tunds R7 544 ol 2ng 5 1% v LY oA LR
Frlal Depuuis SheriTs Fund M9 77 154 % 2% 1% 14 it

Rewums are net af manaper [ees and expenses  Reyumng shoner shan 1 vear are nnannuahized



Workers' Compensation Old Fund
Periods Ending December 31, 2008

4 , Asset Allocation
! Pool Allocation
Actual vs Targel
22
Non-Large Cap
N sy
Large Cap Equin Equity i
1294 1% Ingronthonal ] |
||-|:.--|u..i.. Equity jo
pLiv 15% L
L =fm
:
T am e
- 3 -~
L e, B
i Tozal Fixed L Capy Newlagpe el Frd tedys
Income Loz
e = lape # Aciual
dwrenimany Pagls
Asser Values Indev Refurny (Biue)  Actual Returns { Black )
Plini's) Month onr YTD 1 Year 3 Years 5 Years
[arge Cap Fauits 574070 21%  (219%  (373)%  (373% {8 8)% N:A
S& P 500 P 209 (37T (370)% 154" (220
Non-Large Cap Equily $13032 I7T% (M4 N%  (336f% (Q56)% (B 8)% N/A
Rervsell 2506 S4%  262)%  (36EM 0 (3084 (94 (101
Domeslic Equivy 57001 23%  (223%  Gelfwm (4 1% (5 1% NeA
Inicrnational Equily §85.133 82%  (177% (408 {(40R)% {5 8% N'A
AMSCEH Al Country Warld Free EX US ST, 223, (452 A3 D% (665 3E) %
Glolral Fgunity §175234 52% (201 (3820 {3823% (74)% N/A
Total Fixed [ncome $242 GR 1 28% E0% (1350 {135 (13)%% NiA
Fived Incame fadev TRy 270 205 20% 470 420
 ash fol 187 01 % 03% 24% 24% 43% MN:A
Satomen 98 Day T-Bitl + 15 hpy [N Y 200 20 Iy 3%
Hedpe Funds $126629 {1 2% (8 1)%a NA N/A N:A WA
Total Workers’ ¢ omp_ Old F und $605.071 23%  (10T% (203®%  203Rh  (30)% NiA

Workers' { ompensation Self-Insured Guaranty Risk Pool

Asset Allocation

f Pool Allocation Actual vs_ Targel

|
.
¥
B e el -
Cash . —
I\_ 100% = m -
o e —
fuvanimwrss Pools
Asset Values Index Retierns (Blue)  Actual Returns ( Black }
|THHT ) Month Otr YTD 1Year 3 Years 5 Years
Cash §5.952 01% 03% 24 % 24°% 43 % WN/A
Sabanron 90 Dy T-Bili + 15 bpy 0% 03% RV 20 % 39 LI
Total Workers' Comp. Self-Insared 55,952 O1% 0% 24% 24% 41% Na

Relums are net of manager lees and expenses  Retums shorter than | year are unannualized



Workers' Compensation Uninsured Employers Fund

Perinds Ending December 31, 2008

-
. Assel Allocation “‘-
Pool Allocation A
Aclual vs Targel
JILL
sy
i
¥
-
¢
-l e a - g
Targe b ap n = |
\ ’ !
M P
Teevesrmenr Pools
Asset Values Inder Rettrns (Rine)  Actual Returns ( Black )
piini's| Month Onr YTD I Year 3 Years 5 Years
{ ash 8,275 01 % 030 24% 24% 471 % N/A
Sadomon 90 Day T-Bill + 15 bpy 01" 03 % 20% 20% Jang RERN
Total Worhkers' Comp. Uninsured 8,275 01% 3% 24% 24% 43% N/A
Prneumaoconiosis
.-'i- "'-\._‘
i z Asset Allocation
! Pool Allocation 1
Actual vs, Target |
Mon-Large Cap
Equity
Large Cap Equiiy T International
£% Equlty B
Marlgs Fimils 16% § -
| -
£ us
£
F x oS
1 l.lh * *
i - -
Total Fined i . B i i
\ Incame Tpryet @ At /
2 = [nrye i
"‘1_\._ 55% o o
firvemmient Pools
Asset Values Index Returny (Biue)  Actual Returns { Black )
[ 1] Month Orr YTD I Year 3 Years 5 Years
1 arge Cap Equoity 517044 21%  (21%9% (373% (37 I% (B 8)% NiA
S&P 500 I'1#a (21490 (3700%% 37 0)% {8 4)% (223
Sao-Lrae Cap Bquits $2.994 37% M1 (3568 (356)% (8 3% N:A
Rruwvell 2500 S54% {261 aR% (e E)% {9 4™ (L2
Daenpsiic Fouily $20,037 23%  (22% (361 (A6 1)% (85)% N:aA
[nicrnational Equicy £200353 2% (178)% ({OE@ A0 3)% {5 8% MNA
MYCT AN Comry World Free EX LS ST % {2230 dAN% (45 (6" 0%y
Celabal Equity $40,30 52%  (202)%  (3B3% (15 N% {7 B N:A
[otal Fixed Income 115004 28% A% (134 (1349 (13 N/A
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Public Employees' Insurance Agency

Periody Ending December 31, 2008
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WV Retiree Health Benefit Trust Fund
Periods Ending December 31, 2008
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Prepaid Tuition Trust Fund
Periods Ending December 31, 2008
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Revenue Shortfall Reserve Fund
Periods Ending December 31, 2008
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West Virginia Investment Management Board
500 Virginia Street, East — Suite 200
Charleston, West Virginia 25301

Phone: (304) 345-2672
Fax: (304) 345-5939
Website: www.wyimb.org
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December 17, 2008

The Honorable Earl Ray Tomblin
President of the Senate

West Virginia State Senate
Building 1, Room 227-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

The Honorable Richard Thompson
West Virginia House of Delegates
Building 1, Room 234-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

Subject: Madoff Fraud

Dear Gentlemen:

The Honorable Walt Helmick
West Virginia State Senate

Chair, Senate Finance Committee
Building 1, Room 465-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

The Honorable Harry Keith White
Chair, House Finance Committee
West Virginia House of Delegates
Building 1, Room 462-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

Other than the news that the treasury has dropped the fed fund rate to virtually zero, the big
news in the financial arena for the week is the arrest of Bernard Madoff for running a ponzi
scheme, which caught out a number of prominent investors, some hedge funds and funds of
hedge funds. Please be advised that the Investment Management Board is confident that it
does not have any exposure to Madoff or Madoff-related funds. We are currently double

checking with all of the hedge funds we invest with to confirm this.

The Investment

Management Board’s hedge fund consultant, Albourne, has advised against investing in

Madoff-related funds for the last decade.

If you have any questions, please do not hesitate to contact me.
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ALBOURNE B il

Commentary on Current News by Alboume Analysis
15" December 2008

Albourne on Madoff

We set out below our thoughis on the Madof-related funds, following the SEC's recent action
and press reports over the last few days.

Albourne Is pleased to confirm that for the last decade It has always strongly recommended
redemption to any client that it has been aware of holding investments in a Madoff-related fund.
At the same time, though, we have great sympathy for all those who may suffer loss.

Albourne also considers these events to be a poweriul proof of concept for a “private seclor”

due diligence service such as ours thai is paid for by the benefactors as opposed to paid for by
the entities which are rated.

The following highlights the general issues around Madoff and why we reached the conclusion
that clients who had an exposure should redeem.

1. General issues

Qur view on Madoft has never wavered and has been based on a wide variety of factors and insights. I

was not clear that a fraud was being perpetrated, but we concluded thal, where a client had a holding, it
should redeem.

There have always been believers in Madoff's supposed sirategy — including sophisticated and well
connecied tirms and individuals, some of whom were understood to have “transparency’ Some acute
ohservers of hedpe funds heve theralore dizagresd with our views ounng this peripd — aRhowah ihsir
argumenils have never eonvinged us. Aboume tooh a contrary view, in part for the {ollowing reasons:

* Relurns oo good to be true” - The apparent smoothing of Madolf returns has been
controversial. We cannot think of a group of lunds Yrading eaglly marked-io-markel assots
which heve sppeared fo have weathered quite so many different types of storm with such
apparently consistent risk-adjusted returns,

¢ Culture of secrecy - A former Madolfl trader explained that Madoff was built around obsessive
secrecy; that there was a whole ticor in Madoff's offices that he was not permitted lo visit; and
that he himseit had no idea how they “made their money", In addition, Mr Madeff declined 1o
mes1 any of his investors, withow giving & crediole reason.  Given his prominent mdustry

position and his lormar invohament with ksy Institulions (such gs the SEC and MASDAD] that
refusal was odd.

* Reporied size — Over time, it became clear that there were multiple Madoft feeders and that in
latal thair AUM excesded the publically sssumed scaie of the lism. It is extremedy Lniuswal for a
lund managerment compary to significantly under-stals 1s aesale.

= Liquidily — The reporied stralegy involved not just trading equities but also options. Given the
Supposed size of the assels undeér management, it would have been difficult fo execule the
sirategy due o the risk of markel impact.

htips:/ivillage.albourne com/castie/ 1
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* “Too good to share?” — Some who belleved in the Madoft strategy thought that hig postiion as a
market maker gave him an uncanny abllity to catch the highs and lows. [{ this was so, Albourne
wondered why, having discovered this alchemy, the Company would wish to share It.

2, Madoff Structure

2.1. The management firm
The Company’s website desgribed itself like this:

“Bemnard L. Madoff Investrent Securitles LLC Is a leading intemational market maker. The firm
has been providing qualty executions for broker-dealers, banks, and financial Institutions gince s
inception in 1860. During this time, Madoff has complled an uninterrupted record of growth, which
has enabled us to continually build our financial resources. With more than $860 milon in firm
capital, Madot! currently ranks among the top 1% of US Securities firms. Our sophisticated
proprietary automation and unparalleled client service delivers an enhanced execution that Is
virtually unmatched In our Industry.”

Whilst the webslte mentions many of the activities of Bemard L. Madoff Investment Securities [ LC (“the
Company™) there has never been any direct mention of its investment advisory activities. The Company
is FINRA registered and according to #ts Form ADV advises on $17bn of assets for 23 clents by whom
it has been compensated by commissions, The website further stated thet 1- 5 employees (out of 51 -
250) work on Investment advisory activities. It is important to note that there Is no “Madot! Fund™ nor
other assst management products in the traditional sense of these terms.

The Company provided advisory services to third perties (which we will descrive as Distributors) who
have thelr own branded Funds (or feeders) that have then been marketed to investors. These Funds
have a wide variety of names, have been distrbuted by well-known firms {often themselves reglstered
with the SEC or other regulatory bodies), are often audited by “big 4” accounting firms and have brand
name administrators. However, the prospectus ("PPM”) and marketing materials have rarely mentioned
the word Madoff and we have been advised by some of the Distributors that they are forbidden by
contract 1o name the Company. A typical PPM might read —

“The Fund's assels are managed by a New York based NASD registered broker-tealer
employing approximately 200 people and acling primarlly as a market-maker in listed and
unlisted stocks and convertible securities. The investment advisor utllzes a 'split strlke
conversion’ options strategy consistent with that of the Fund”,

It Is possible that many investors In these distributed products are not aware (even now) that they have
any association with the Cornpany.

The managemant structure has been described as follows:

“The firm Is managed by Bernard and Peter Madoff. B. Madof! serves as Chatrman and CEO and
P. Madoft Is the Senlor Managing Director and Head of Trading. Bemard's sons, Mark and
Ardrew hold key roles and a number of other long term emplayses hold key positions as well,
There are 12 Individuals dedicated to managing the spli-strike conversion strategy at BLM. This
team Is headed by B. Madotf and conslsts of 8 senlor traders and 4 junior traders. Declslons on
when to enter and exit the strateny are made by the group™,

The group has been tormally segregatad from the rest of the firm through being on a separate floor, o
which no other staf! have access. We have been 1old by different Distributors that other Madof! famlly
members have not had or, conversely, have had substartial iInvolvement in the strategy. Physical
segregation was often described as belng In placs 1o ensure Chiness Walls batween the broker/dealer
activittes and the Investment advisory strategy. A dus dligencs flag would be raised as standard for any
firm thet has both broker/dealer and advisory tuncions,

hips:fvillage aloume.comicastlal 2
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The Company has not eamed any management or performance fees In the normal way, but hes Ingtead
claimed to ean ‘marke! rate’ commissions on stocks and options. Distributors however do charge fees
on ther funds at standard rates of management fees of 1 — 2% and incentive fees of 10— 20%. it In
notable that the Company has not charged fees that would eam i lnmdreds of millons of dollars each
year and, also, that this has been a highly profitable product for Distributors.

The true scale of assets hag also been a point of concem for Albourne, particutarly as, unusually, the
Company appeared to understate its AUM. Even the brief st on Bloomberg deted 14th December
fotals $15bn and, although undoubtedly this Includes some double-counting, the true scale and number
of teeders remains unclear today.

22, The strategy

The strategy has generally been described as 'split strike conversion’ although other descriptions are
given as “volatility arbitrage’ or "equity market neutral’.

A typlcal description of a "split strkke converslon™ strategy would be as {ollows. It might consist of the
purchase of a baskst of large cap US equities, the purchass of S&P 100 Index put options and the sale
of S&P 100 index call options, each of an amount approximately equal to the value of the stocks. The
S&P 100 Indox {OEX) is a market cap welghted ndex of the 100 largest US companies. Buying OEX
puts establishes a floor to the value of the basket of equities by oftsstting any decline in the value of the
baskal. Writing out of the money OEX c¢als establishes a esling above which gains on the equities are
offset by losses on the shont calls. The basket comtains 40-50 stocks drawn from members of the OEX
to replicate index performance. The call and put options are near out of the money, next month explry.
As a result the range over which the fund has market exposure might be 1-2%. The stralegy would
altemate between periods of investment and non-investment and would alm to Identity and profit from
petiods of positive momentum In large cap US equifies on a hedged basis. The holding period might
typlcally range from two weeks to 3 months and the fund would be put info T-bills when not Invested In
stocks. No balance sheet leverage would be used, nor would there be any short sales of stock. There
would be [Imitations on the minimum number of stocks In the basket, the minimum market capitallsation,
the minimum correlation batween basket and OEX and the distance to options strikes,

It Is Albourne’s understanding that, In the case of the Company, the options are & majority of the time
OTC rather than exchange traded, although exchange traded options may be used. The terms of the
OTC options generally match those of the listed market, for example, almest all expire on the third
Friday of the month. Athourne has also been told that at the end of the calendar year all the Company’s
trades are exited to facilliate ‘easy auditing".

The valldity of such a strategy s questionable. We monitor many simitar strategles and we would
expec! a simple strategy like this o be replicated by others H it were so conslatently profitable; we have
not found this to be the case. Simiar strafegles are dsployed by others, but none has achleved the
same conslsient ‘retums’. In addition, the available Nquidity of OTC options on $17bn of notional Is of
concem. Options markst volumes are not sufficiently large to indicate any substartial exchange tracing
or a reallstic leve! of bank hedging of these exchange “lockallke” options. This might ead 1o & question
whether these trades were actuglly being put on at all, or at all events on a scale that would fully hedge
$17bn of exposure.

Due diligence by any [nvestors has typleally only besn permitted on the Distributor and much play has
been made of the fact that Mr Madof! would not meet any of his Investors, The hedge fund industry has
many recluses but for a blg enough Investor they will do a mesting. To the extent that contact was
made with the Company, it would make the following points:

The Company |s the executing broker for geveral funds

The Company executes the strategy in compliance with Guldelines agreed with the tund
The Company only hes discretlon over timing

The Company gets pald commission for exeguting the strateny

The Company executes based on a model developed with the fund

The mode! is proprietary.

hitpa:ivillage.albourmne.com/castla/ K|
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2.3. The Distributors

The structure cf each product appears to be slightly different. In some instances the Company has been
described as the Investment Adviser, in some the execution agent and In others the sub-advisor {which
s why we have used the genaric terms "Company” for Madoff entitles and “Distributor” for the firm
managing each Fund). Distributors would usually state that they have had ‘'mangged accounts’ rather
than commingled funds.

A typlcal arrangement would be that the Distributer entered Into a sub-advisory agreement with the
Company tiwough which the Company was delegated trading authority of the portfollo with tull
discretion. Trade operations and settlement were delegated 1o the Company, whilst the Distributor was
responsible for oversight on the portfollo, trade checks, portfollo reconcilation, month-end valuation and
due dillgence on the Company.

An example track record Is glven below. Although such records could be lower or higher per Fund due
to fees, levarage and other factors, thay do In general show persistently smooth posltive retums. We
cannot think of a group of funds trading easlly marked-to-marke! assets which appears {o have
weathered quite so many different types of storm with such apparently conslistent risk-atiusted returns.
Indeed, as far back as 2001, thore were media stories In the Wal Street Joumal and MarHedge
querying the retums (see hitpy/nakedshors.typepad.com/fles/medofi.pdl) and ralsing some of the
questions that have been highlighted over the las! fow days.
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:lthough the strategy is not leverad, we ungisrstand thai Distributors could and did apply leverage at the
und level.

The number of Distributors 18 unclear (Form ADV impliss 23), as some Distributors have multiple

products and clients of the Distributors themssives have thelr own [nked products and noles. There are

gg;omanyFundot Funds which have an Invastment In this strategy as a core (and sometimes outsized)
Iding.

htips:fivilage.ahoume.cemi/castla 4



AIBOURNE Casgtle Pewg Analpgig

24. The operational process

One of the more credible aspects of the Company was that there was a group of highly respected (and
unquestionably genuine) Distrlutors who clearly asserted that at least two of the teeders had full
transparency and they were able 1o review them trade-by-trade. This created a ripple effect of
confidence to a whole group of other investors, who felt they had less or no transparency.

Operationally, we understand that Distributors received paper trade ticksts from the Company through
the US postal service a few days after trades were placed. Distributors recetved only confirmation of
trading activity; there was no dally transaction report and no dafly confirmation of "no trades”. The delay
in trade tickets made them susceptble to amendment or manipulation. Further, for a Gompany that
claimed to be at the forefront of electronic execution, it was unusual that they should provide paper
tickets. Distributors algo recelved monthly transaction reporis and balance shest reports from the

. The type ot checks that Distribuiors carrled out included reconcillng the monthly statement
with the intra-monthly trading conflrmation; checking that each trade price was within the dally high and
low; and monitoring the trade tickets to verify that the equity basket was on the S&P 100 and check that
the nofional amount of the options matched the equity basket. There was no external or independent
reconclliation of trades with counterparties (outside of the Company). However some Distributors do
claim to have checked somewhat generically with counterparties to make sure they were trading with
the Company in the relevant Instruments [which of course begs the question as to why that check was
deemed necessary and whet value was obtained from It).

The Fund's agministrator (often a well-known entity} typlcally received Information direclly from the
Company and was able to verify prices through its own third party pricing vendor. Though the
Company was the Funds’ custodian, some cash could also be held &t the administrator. The Company
had uitimate custody of the equity basket and the T-bllls were also held at the Company, but In a
separate client account. The extent and nature of these brokerage accounts would sesm to [ie at the
heart of the fraud allegations.

On the question why Distributors did not change 1o electronic trading tickets, we have been told that
they did not encounter any problems with papsr tickets and accordingly felt no need to change this
method. Anocther stated reason Ig that tho Company did not want real time information of its tredes
revealed, In case others might try to trade against it

The Company from time to time provided Distributors with a general [ist ot OTC counterparties, which
might consist of batween 12 and 20 names. However, the Distributor was not given information as to
the trade detalls with specific counterparties at any given ime. As far as the Funds were concerned,
the counterparty risk was apalnst the Company. Funds took materlal counterparty rigk against the
Company when the trade was ‘on’ ($17bn of notional S&P exposure). Distributors assumed that the
Company was covering this with market counterparties.

Although we have not seen every Fund, those we have sesn would appear to have legitimate annual
audited financial statements, slgned off by roputable firms, which typlcally state that the “Company (or
an affiiated broker dealer of the Company) acts as custedlan for the assels that the Fund maneges”™. It
would appear that other auditors have placed reliance on confirmations received from the Company and
Its auditor, & small firm called Frishling & Horowitz.

Again, as noted above, al quarter and year ends, the Funds are generaliy In cash, 8o that a 13F report
shows a minimal leve! of nvestments by the Company.

As the Company Is a FINRA-registered broker-deelsr, Distributors would also assert that the Company
would be reviewed regularly by the regulators.

Conclusion

We belleve this covers the main Issues at present. Please contact your client account manager it you
would llke to ralse further polnis or i we can help with our due dlligence process or track record.
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MPORTANT NOTICE

Except as may be provided below, the Information 1s not an nvitation ar inducement to acequira or dispose af, or
deal In, any Inlerest in any fund or sscurity, or to engage in any investman activity.

Thbreportlsmrppﬂedsubjecttoﬂwmofarwagreenmanﬂ!mtarmandmnd]ﬁnmﬂmywmaym
entered Into with Albowrne ("Sarvice Agresmant?). In the case of any confiict between the Service Agresment and
mmmmmmdmmmmmmﬁmmmMmmm
nol defined herein shall have the meaning attributed to them in the Service Agresment.

Themfonnaﬂmlsforth:ameonlycﬂheCﬂsmandiormyAppmvadPe:mn.astrmmmyba.thaa
mp:rmamedumﬂisacﬂmhﬂwmmdﬁspmiwdonaﬁhaﬂemmakahm&nemdmmﬁmm
refiance on the Information. Hrmmmmmwwrmmcmmmmmtmmmﬂsodmm
thelrﬂr:rrmaﬂon.thehﬁmnaﬁonmynotbampmdmaihmlaorhpanmmmeﬂaempﬂormapmm
mmmmmmmmnmmmmymmm.mmmmmwmm
avallable so that it may be seen byanyomerpemonorlrmrporatedmanywaymamﬂwrdwmm or other
material or pogted to any bullatin board.

In the Uniled States, Interests with resped! 1o the {unds andfer securities mantioned In the Information are made
ﬁ'troughpﬂvmoﬁamngsmnmmwoneormmmmpﬁmmmmmmraecﬁonﬁz}dmumw&ms
Securities Act of 1933, as amendad.  Nefther such Interests nor any offering ( any) Included in the informatisn
hwammwmnmemedorapmvedbymyiademﬁrsmmmmeammﬂmbnmmgumymmy.
meermora,mdm!omgohgmrmrmmmmedmemwmdsmmmmmm
informetion. To repressmt anything to the contrary is a ¢riminal ofience. Additonally, you should be aware thet any
ofter to sail, or sollcitation 1o buy, Interests n any such tunds may be untawiul It certain states or jurisdlctions. You
mmlymuwmmmwmdmmwmmmgmmmmmmmwm

Ahumhamﬂymmmamwnmmnm1mmmntm Thase NDAs may restricl Aboumne’s
abimytogmeamlncﬂermmmmmmmonnrusormanagmwhhhmammﬂmamm.

hiips//village.aboumne.comvcastia/ 6
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May 12, 2009 fered a welcome reprieve to the carnage
that was the previous three months. Even
= Board Mecting ] =
May 13,2009 with the positive returns brought by De-
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Returns in December, up 3.5 percent, of-

cember, it has been a rough six months.
Using the Public Employees Retirement
System as a proxy for all the defined
benefit pension plans, the portfolio is
down 25 percent for the first half of the
fiscal year ending December 31, 2008.

Further good news can be found in the
performance of the portfolio relative to
benchmarks. The Investment Manage-
ment Board structured the portfolio to
perform well in down markets. In the last
recession, it performed extraordinarily
well, but it has been more difficult this
time around. For much of fiscal year
2008, the portfolio lagged, but the defen-

cap stocks have also done well, rela-
tively, due to the emphasis on funda-
mental value. They are over 1 percent
better than the index for the twelve
months ending December 31, 2008.
The fixed income portion of the port-
folio, unfortunately, continues to be a
drag on a relative basis. Although up
2.8 percent for the month of Decem-

sive structure has gradually made head-

management on behalf of way in the last seven months. The Invest-  DeT, the benchmark return was up
and in the best interests ’ c '
t:e ; ficia .:of the | ment Management Board’s stock portfolio 3-8 percent. Fundamental investors in

fixed income have yet to be rewarded

ossets it is entrusted with. is now almost 2.5 percent better than the

benchmark over the twelve months end-

as the markets still have not come to

Wt enihe Wab
il e el el oy

H Craig Slaughder, Executive Diracror

500 Virginio Streei, Enst - Suila 200
Charlesion, WY 25301

Phane: 304-345-2672
fax: 304-345-5939
E-mail croigs(@ wyimb org

terms with the credit crisis. There is
an overriding fear that there is still
bad news that hasn’t yet been dis-
closed. In times like these, investors
flock to treasury securities, which are
vastly underrepresented in the Invest-
ment Management Board’s portfolio.

ing December 31, 2008. The star per-
former is the international stock portfolio,
with its strong value tilt. During the first
part of this bear market the value tilt in
international stocks didn't help out, but it
has paid off handsomely of late, with that
portion of the portfolio outperforming the
benchmark by almost 5 percent for the

last twelve months. Domestic non-large (e tEe s B
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Market Commentary

€ ontimited fran page 3)

Large cap stocks lagged small-cap by a considerable mar-
gin, but posted modest gains led by cyclical stocks, such
as consumer discretionary. However, a retail led recovery
is highly unlikely af this stage of the economic cycle given
people’s ongoing struggles with declining wealth, waorries
about the economy, and the need to pay down debt. In-
terestingly, many of the gains in this sector were from for-
profit education and auto parts retailers, perhaps a sign of
the national psyche of people trying to increase their em-
plovment credentials and taking more of a “do-it-
yourself” attitude in these troubling times. Investors now
turn their attention to the release of year-end earnings
reports to pauge market direction for 2009 Performance
of selected benchmarks is shown below.

INDEX SECTOR (month) | ¥TD
S&17 500 Large-Cap 106% =37 0%
Russell 2000 Small-Cap 3 80% =33 790,
MS FATT (US §, gross) Internajional 6 02'%, =13 065
. Emerging
ST {US S, 3 7 83% Pl
M i Eross) Markels 7 B3 J

Developed international markets experienced their first
positive return since May, with growth and value stocks
rising about equally. The hardest hit sectors of Novern-
ber, industrials and malerials, rebounded the most. Insur-
ance companies jumped 10 percent, although financials as
a whole were negative. Emerging markets echoed devel-
oped international ones, bul to a larger degree, perhaps as
a reaction to the previous month’s negative performance

FIXED INCOME

The U.S. Treasury vield curve continued to flatten in De-
cember as the yield on the 10- and 30-year maturities
reached as low as 2.2 percent and 2.7 percent respectively
A flight-to-quality continues to fuel demand for U S. gov-
emment debt, despite the low yields, However, the
spread sectors staged a bit of a rebound in December, out-
performing U S Treasuries by a considerable margin
Much like the equity rally in December, this performance
did little to erase the declines for the year, particularly in

N
g

high yield bonds. Performance of various sectors is shown
below.

SECTOR December | YTD EXCESS (YTD} "
Barclays Aggregale 373% 524% -7 10

US Treasury 3 39% 1374, Q¥
Martgage-Backed Sec 1677 B 4% -2 327%,

US Credil 627 =3 DE, 17 867
High Yield 7 6B -26 le' =38 32
Emerging Market B 69, 14 75%, 2642

* Lacess retnrns over duvation equitalont US Treasinies

For investors with patience and a long time
horizon, tremendous opportunities exist.

CONCLUSION

The economy is in a down-
ward spiral and the primary
economic engine, the con-
sumer, is not in a position to
lead a recovery. Despite this
and little in the way of posi-
five economic news, invest-
ment markets were up in De-
cember Some of this mav be
attributed to bargain hunters,
and some may be attributed to
optimism over the government stimulus packages, which are
being relied upon for the initial stages of a possible recovery
to begin in 2009, This path to recovery is expected to be long
and arduous, but for investors with patience and a long time
horizon, tremendous eppoertunities may exist, *

The cconomy 15 i a dovwiwe d
spiral

Sowrces wved: Bloomberg News, CNNmaney, The Wall Strect

Journal and Lehman Brothers Live
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WHAT LED TO THE FINANCIAL MELTDOWN:

MATHEMATICAL HODELS UEED T0 EVALUATE WALL STRCLT TRADES? M RANEERS W0 MIEREAD 08 scuonsn Tt BY JOE NOCERA
| \ : = i




MISMANAGEMEN
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WERE THE MEASURES USED TO EVALUATE WALL STREET TRADES FLAWED?

OR WAS THE MISTAKE IGNORING THEM?
BY JOE NOCERA



“The story that I have to tell

is marked all the way through by a persistent
tension between those who assert that the

BEST DECISIONS ARE BASED ON QUANTIFICATION
and numbers, determined by the patterns of the past,

2 T S WA S IS S N W Ay Ty G 2 S e

AND THOSE WHO BEASE THEIR DECISIONS ON MORE SUBJECTIVE
DEGREES OF BELIEF ABOUT THE UNCERTAIN FUTURE.

This is a controve

that

HAS NEVER BEEN RESOLVED.’

FROM THE INTRODUCTION TO “AGAINST THE GODS: THE REMARKABLE STORY OF RISK,* BY PETER L. BERNSTEIN

THERE AREA'T many widely told anecdotes about the currenr financial
crisis, at least not yer, bur ther="s ne thir made che rounds in 2007,
back when the big investment banks were first surting ro write down
billions of dollars in mortgage hacked perivarnes and other so-called
tngic secunze=y. Tha was well before Bexr Stenrm collupied, before
Fannie Mar and Freddie Mac were mhen aver by the lederal govern-
preent, bedare Lehman fell snd Mem?l Bench was sold and & 110G
wavedd, before rhe 3700 baliion bailoot il was rusbed iers Tew, Defore.
thae i, fe became obvicas that the teks taken by the lanzest banks and
investment berms onoche Unired Soanes — and, indesd, in much of the
Western world — were 10 excessive and foolhardy that they shrest-
ened (o being dowm che financial systens issell, Onthe conmare: thls
was back when the major invertment firms were 1l ssrmring mves-
vors that all was well, chese lirtde 1peed bimpa morwthatanding —
ashurances besed. b part, on tueir i-mum.,-:ﬁ_:- complex matherman-
el madels tor measureng the risk in ther vasioee poroiolses,

There aee many such models, bur by far the most widely used
in ealled ViK' — Value ot Bash. Built sround sracieticsl ifeas and
probability theories that have been around for centuries, VaR was
developed and populanzed in the early 19905 by o handfal of sci-
ontistd snd mathemmaticins—"quents,” thevrs called (n the ba-
ness — wiho went 1o work for [PMarzan. VaR's grest appeal, sad
14 grear seling point 1o prople who do not happen 1o be gizant, is
that it exprosses risk 21 2 single number, o dallar fgurs, a0 less,

VaR un't otse model but rasher s group of redarsd madels that thare
a rathematical fameweork. In o mos common form, it messeees
the boundaries of risk in o portfabo over shore durstsons. sisuning
o “mormal” marke:. For instonee, i vou lhive 550 mullion of weskiy
Wik, thay mesns that over the cowrss of the aexe wesk there ii g 99
percent chance that your portfolio won't lose more than $50 million.

Joe Nocera is a business colummst for The Times and a staff wrirer
for rhe magazine

That porolic eould consr of cotitbes, badds, devivatives or all of
the sbone; one resson Vall becarre 2o popular 46 that it [s the endy
commenly wed ril measure that can be applesd 1o jusr abour sy
asset elisi. And it tiess into sccouny o head-spinninevarissy of vari
ables, including diversificatson, leverage spd valarly, that make up
the kind of markes rizk thar oraders and firms face evety day.

Anather resson Val (i 10 appealing @ thas o-can meseure bath
enelividoal riske — the atnount of risk connined o single tradee's

tiolin, fof instanse — and Hirmwade rek, which i does by coen-

mang the VaRs of 3 gwen firm's trading deske and coming up

with i nel number. Top execormeey osualby koow thelr fimn's daily
VaR - wehin mimutes of the market’s cloae,

Rislc mnagers wen ¥al to quannify their firm ek poimone o ther
board. In the fae 19%90%, i the use of derivarives was exploding, the
Securitard and Exchange Commassian ruled thar firmi had to incinde s
quantizarive disclosure of marker risks in their financial starements for
the eonvenisnee of investars, and Val became the mam doal for doing
s0. Around the same time, an importin internotiona) rld-imaking
by, che Basel Commuiee-on Banking Supervison. weot even fur
ther o validate Val by savisg that frms and banks could rely on their
own internal Vakl ealcolatims 1o see thefr capital rquiremenrs So
long i ther Vak wan rexsnosbly low, thin amoun of mersy ey bad
to $et s (o cover rish thae might po bad could ale be bow:

Giivent the caliminy that har aince oozurred, these ks been & greas
deal of ralk, even in quang sircle, thar tha wadespersd musicurional reli-
ance on Val wa o terrible mualie. Ay the very lemt, the sk tha
Val mevgred did not inchide the baggest rak of oll: the possibality of
# financal meledewn, "Rk modeline didn't help as much 20k shoukd
hav,” erys Asrem Browns & foemer ik manager at Morgan Stanley
wino fow worss i ACHL, i big guant-arenisd hedpe fund, A risiccan-
stiltans amed Mare-Groz savs, " Vall is 8 very limized toal,” Diavid B
norn, who founded Grreenlight Capital, 2 prosmnent hedge fund, wrotr
nat [ongapo thar ViR was “relacivedy uaelessab o rbk-mansperment ool
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snid patentially castrophic when s use cosates o filse semne of seco-
rty among aenior menagers and sarchdops. This i lile un air bag that
worrlis all the me, cxespt when vou have o car socident.” Namsim Nich
alas Taleh, the beat-ielling nither of *The Risch Sean.” has crumded
apaingt Vall for more than a decade, He cudls it, flacly, *'s frad "

How then do we szcount for thas story that made the rounds n
the summer of 20072 [t concerns Goldman Sachs, the one Wall Street
firm that was not, at that time, taking a hit for billions of dollars of
suddenly devalued mortgage-backed securiti=: Reporters wanted 1o
understand how Goldman had somehow sidestepped che disaster that
had befallen everyone else Whar they discovered was that in Decem-
ber 2006, Goldman's various indicators, including VaR and other risk
models, began suggesting thar sumething w2: wrong. Not hugely
wrong, mind you, but wrong eraiigh b warram a closer look,

“We look at the P& L. of aur busitieasss every day,” said Gold-
man Sachs’ chief financia} officer, David Viniar, when I went 1o see
him recently to hear the story for movsedl [P stands jor prodis
snd Joss) “We have lots of models here that are imporeant, D
mane ars more important than the P& L., and we check every day
to make sure our P.& L. is conststent with where our risk naodels
tav it thould be, In December our mortgaze business koo money
for 10 dayy in s row. [t waimn't a bot of money, but by the 10th deyowe
thowphn thar we should sit down and wlk abtut "

%4 Goldmen called 3 mestmg of aboe 15 people, :r!.l'JudlhE BN
eral ritk managery and the senior people on the variows rading desis
They examined a thick report that inchuded svery trading posstion
the firm beld. For the aext thres hours, they pored over everything.
They examined their ViR numbers and their ether riak midels. They
talied abour how the morigage-backed sscomtees markst “aly "Chr
puys-daid rhat it feh [ike :owa going o ger wonc betoret got better,”
Vinisr recalled. 5o wi made 5 decabon: bet's ger eloser w home.”

In trading E“L-in.;:. “gerting cloder to home™ TOSADE TEINNE N
che righ. which in thin case mene sither gerting rid of themorngage:

CHRAISTORH HIEMAHN

bacleed securities or hedmng the portions 1o tha if chey declimed m
rahue, the hedges would coumteracy the bois with an equivalent gain.
Goldman did beth. And that's why, back in the rummer of 2007,
Goldman Sachs svoided the pain that was being. mufiersd by Bear
Seearns, Merrill Lynch, Lehman Brothers and the seas of Wall Steeet.

The srory was told and ressld i the Innkness pages, Bis whart did
it mrean, exactlyd The guesion was shways left hangies, War nan
exsmple of the futiliry of Tk modeling ar s utilimy? Dnd i chow
thut risk models, property underaoad, were noca fraud aiter all bue s
potentiaily important signal tha: rrouble wap brewing? Ordid it mg-
peet nsead tha a handful of lnrman beings ot Goddman Sechr acted
wiaely by purting their models aode and making "decissons on more
subijcctive degrees of belief about an uncermain totre,” ot Peer L.
Bernstein par it jn "M gzinar the Gods?™

To pue o in bluster verms, coald ViR and the ather rish models
Wall Street selies oo have helped prevens the financil o it ondy
Wall Strees pald berter artention vo them?® Op did Wall Servet's redl-
snce on them bels deed e inig the abye?

ne Saturday a few months ago, Taleb, a trim, impecca-
by dressed, middle-aged man — inexplizably; le won'
E:i-r: hir sge — walked into a lobby in the Columina

gripess Schosl and headed for o classroom o give a
guest lecture. Until that moment, the Jobby was filled
with students chaming and pating o quick funch before the siternoon
sessiomn began, hut 4p s00n a3 they saw Taleb, chey mroamed roward
fim. surrounding him and moving with him ai he slerwdy inched ha
way up the sairs wward an already-crowded classroom. Those who
couldn't get in had to make do with the newy clanroom over, which
fad been jet up 52 an overflow room. It was pmmed. tog

It's ot every day that an sphions treder becomes dnmibas by wris-
ing @ book, bt thae's what Taleb did, firse wizh “Fooled by Rangom-
negs.” which wai published m 2001 znd became an immediste cub
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classic on Wall Street, and more r=cently with ""The Black Swan: The
Impact of the Highly Improbable,” which came out in 2007 and land-
e<l om a rumber of best-seller lims, He alvo went from beng promar.
ily an aprions trader g0 what he alwayy really wanted o be o pabkic
intellecrual. When | made the mistake of asking him pne day whethe
he was an adjuncr protessor, he quickly corrected me. “'m the Dis-
nnguished Frofessor of Rish Engineering st NYJUL" he respunded

“I's the highest title they give in thar deparrment.” Humiliry i not
among his virroes, On by Wieb sare he bas s fink thar reads, “Quotes
from "The Black Swan” thar the imbeciles did not want to heas.”

“How tmany of you took statistics at Columbia?” he asked as he
began s dectare. Most af the hands m the room shot wp “You
wamed your moaey,” he wmitfed. Belind bhim war a alide of Mickey
Mouse that he had pom up on the screen, he said, because i repre-
senied “Mickey Mouse probsbilities,” Tha: preesy much sums up hiv
varw of business-scheol natiatics and probabiliny courses

Talel's Ideas can be difficwls vo falloe, n part because he ures the
language of scademic saristicians) words ke “Gasian,” “lurngis”
and “variunce” roll off his rongue. But it's also because he speaksina
kind oot brisgue sherthand, acting as if any fool should be able o fol-
low biss timani of thought, which he can't be bothered to fully explaic.

"This b 1 S1an O'Neal trade,” he =azd, referring to the former
chiel executive of Merrill Lynch. He clicked 1o a elide thar shemwed
a trade that made slow, steady profits — and then quickly spiraled
downward for a giant, brutal loss.

“Why go people meavure tidks agamst evemis thar ook place
in 19677 he asked, referring 1o Black Monday, the Ociober day
wh=n the U5 marke: losc more than 20 percent of its value and
has been used ever sinee as the worst-case scenanio in many rik
models, "Why s thot s benchmark? T eall 10 future-hlind pees,

“If you have a pilot flying a plane who doesn't understand there
can be storms, what is going to happen?”’ he asked. “He is not
going to have a magnificent flight. Any small error is going ro

crash a plane. This is why the crisis that happened was predicrable.”

Eventually, though, you do stan to get the pont. Taleb says that
Wall Street risk models, no matter how mathematically sophisticared,
are bogus; indeed, he is the leader of the camp that believes that sk
models have done far more harm than good. And the essential reason
for this is that the greatest risks are never the ones you can see and
measure, but the ones you can’ see and therefore can never measure.
The pnes that seem so far owide the boundary of pormal probahil-
ity that vou can’t imagine they could bappen m your lifesime — even
though, of eourse, they do , tritwe.kten tharn v care b real
ize Drevastating hurrscanes hapgen Esrthaualtes happen. And once
i a great while, huge financial cataserophes happen. Catastrophes that
risk models somehon-alwars TEEnAgE th ma.

Val 15 Taleb's favorite case in poine. The onginal VaR measured
portfolio risk along whar is called a “normal distribution curve,” a
stazrrtical medsnee tha was first idemmified by Carl Friedrich Gauss in
the early 1807 (hedce the term “Gauesian®). Itis 2 simple belt curve
of the sore wr ere all fieniliar with:

/N

The reason the normal curve locks the way it does — why it
rise a5 it gt clorer to the middle — i thae the closer yoo get
that point, the smaller the chanpe in the thing you'ne measaring.
and hence the moge irequently it iv likely 1o sceur, & typical wvock
or portfolio of nocks, for example, i far likelter 1 gain or lnse
one polnr in 3 dev for s week) than b ds 1o paln o Tos= 20 poings.
5o the pattern of normal diszrbucion will clusser sround those
smaller changes toward the middle of the curve, while the less-
frequent distributions will fali along the ends of the curve.

¥aR nses this normal duesbutson curve vo ploc the mskines of
g portfolie. Boi it makes cereain sevumgtions. Val o often mee

BRIAN CROMIN
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sured daily and rarely extends beyond a few weeks, and because
it is a very short-term measure, it assumes that tomorrow wil] be
more or less like today. Even what’s called “historical VaR” — a
variamion of standard VaR that measures porentaal portiolso risk
VEE OF T il nly ues the prEwioes trmr vegrs 56 108 benchmark,
As the risk consultant Marc Groz puts it, “The years 2005-2006,"
which were the cuimination of the housing bubble, “aren't a very
good universe for predicting whart happened in 2007-2008."

This was one of Alan Greenspan's primary excuses when he made
his mea culpa for the financial crisis before Congress a few months
ago. After pointing out that a Nobel Prize had been awarded for
work that led to some of the theories behind derivative pricing and
risk management, he said: "The whole inteliectual edifice, however,
eollagaed 10 the summer o last year besaure the data input into
the rigk-management models generally covered only the past 1wo
dezades. o period of eupbonia, Had inscead the models been fitted
more appropriately 10 historic periods of stress, capital require-
ments would have been much higher and the financial world would
be in far better shape today, in my judgment.” Well, yes. That was
also the point Taleb was making in his lecture when he referred 1o
what he calied future-blindaess. People tend not to be able to antici-
pate a future they have never personally experienced.

Yet even faulty historical dataisn't Taleb's primary concern. Whar
he cares about, with standard VaR, is not the number that falls
within the 99 percent probability. He cares about what happens in
the other 1 percent, at the extreme edge of the curve, The fact thar
you are not likely to lose more than a cerain amaunt #% percent of
the time tells you absolutely nothing absmit =hat could hapesn the
other 1 percent of the time. You could luse 851 million inmesd of
$50 million -~ no big deal. Thar happens two or three rimes a year,
and no one blinks an eye. Wi could alsw lmie billions and gis our of
bustness. VaR has no way of meamring which it will be.

What will cause you to lose billions instead of millions? Some-

ADRIAH TOMINE

thistg rare, something you've never comodered 4 possbilicy. Taleh
celin chese events “far raile” or “black swans,” and he b coomneed
that ‘they take place far mere frequently thun mest human beings
are willing to contemplate. Groz Jas his own wry of loomanag
the problem: he showed me 3 sbde he made of 3 curve with the lex
ters ""T.B.D.” ut the excreme ends of the curve. [ thought the lerters
stood for "To Be Dietermined,” bur thar wasn't what Groz meant.
“T.B.D. stands iy There Be Diragons,”” he told me.

And chat's the poant: Becanse we doa't know whit s black sianmgh
Lol likee or wrhen = might. appesr and theselone deoa't plan for i, isendl
abwayn ot the-end. “Any syaem msceptible vo a black wweswill
eventually beow 1, Taleb mave. The modern svstem of woeld Fnance,
complex and imerrelned and opagque, whers what happened yesterday
can and does affect what happens tomorrow:;, and where one wrong
tug of che thread can cause i all vo unrsvel, is jusr such & spatens,

“I have been calling for the abandoament of ¢errain msk miss-

‘1 do think that this was much more

A FAILURE OF MANAGEMENT
than of risk managemenl.’ says Grepy Bermen of RiskMeirics

‘YOU CAN'T BLAME MATH..

iures mnce |99 becauar they cause people 1o cromn the sirest
blind folded,” he waid toward the end of b lecture. *The sysem
wenn bust becawse nobody hatened o me,”

Afrer the lecrure, the professor who invieed Taleh vo Colamiia took
& handiul of peops ot for a ke kench gt a pearby diner. Somewhar
|ur|:|ri|i:1.;|'_r.d[:iv=n Taleh's well-known scorn for sk managers, the
protessor had slio ievsted seversl rok manapen who worked o
bey ivvesrment banks. We had barely been segted belore shev iried 1o
engage Taleh in a debate over the value of Vail. Bor Tuieb is imposibie
B WrEUE wth on thin subjest) evesy time they rased an ebiecran o
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his argumnent, he curtly dismissed them out of hand. “VaR can be use-
ful,” said one of the nsk managers. “It depends on how you use it. It
can be useful in idendfying trends.” .

*“This argument is addressed in “The Black Swan,”” Taleb retorted.
*“Not a single person has offered me an argument I haven't heard.”

"I chink Val i gress,” mid anogher sk manager. *1 think nis a
farrastic ook I1' lbee an alvisaeter 10 ancrat It hes some marpin for
errot, but if vou're s pilor, you know how 1o deal with iz, B very few

liots give up using it.”

Taleb replied: “Altimeters have errors thar are Gaussian. You can
compensate. In the real world, the magnitude of errors is much
less known.”

Around and around they went, talking past each other for the
next hour or so. It was engaging bur ansatisfying: it didn’t help illu.
minate the role risk management played mn the crisis,

The conversation had an energizing effect on Taleb, however. He
walked out of the diner with a full head of steam, railing abour
the two “imbeciles” he just had to endure. I used the moment 1o
azk if he knew the people at RiskMetrics, o successful risk-man-
apement condlting fiem chat spun out of the ongioal [FMorgan
guant efior in the mid-19%0, "They're intedbectudl charistns,” be
replied dismissiveiy. *“You can guote me on thae."

Aswe his car, he began taliing about his own perfor-
mance in 2008. Although be & no Innger a full-tume trader, he remainsa
principal in 2 hedge fund he heiped found, Black Swan Protection Fro-
tocol. His fund makes trades that either gain or lose small amourss of
money in normal times bur can make pverpire grins whei o black swan
appears. Taieb likes to say that, as a trader, he has made menry oaly
three times in his life — in the crash of 1987, during the dov-com bus
more than a decade farer and now. But all three times he has made a kill-
ing. Wh the world craabiag around 5 his fund was up 65 to 115 per-
cent for the vear. Taleb chuckied. “Ther wouldn': listen 10 me,” he said
finally. “So I decided, to hell with them, I'll take their money instead ”

CHRISTOFH NIEMAMN

*yan was wwviasLe,” Gregg Berman of RiskMerrics said when I
went to see him a few days later. He didn't sound like an intellectual
charlaan. His explanation of the utility of VaR — and its limita-
tions — made a certain undeniable sense. He did, however, sound
like somebody who was compietely taken aback by the amount of
blame pisced on risk modeling once the fmancil erar began,

“ibviously, we are blg proponents of rak models,” he said. "“Buc
a comgputer docs not do nsk modeling, People do 5. And Fleopll:
got overzealous and they stopped being careful. They took on too
much leverage. And whether they had models thar missed that, or
they weren't paying enough attention, I don’t know. But I do think
that this was much more a failure of managemenr than of risk man-
agement. I think blaming models for this would be very unfortu-
nate becanse you are placing blame on a mathematcal equation. You
can't blame math,” he added with some exasperarion.

Although Berman, who is 42, was a founding partner of Risk-
Mertrics, it turned our that he was one of the few at the firm whe
hadnt come from JPMorgan. Still, he knew the back story. How
could he not? It was part of the lore of the place. Indeed, it was part
of the lore of VaR.

The late 1980s and the early 1990s were a rime when many firms
were trying to devise more sophisticated risic models because the
world was changing around them. Banhs, whose primary risk bad
long been credir risk — the risk that a baan mighe not be paid back
— were starting to meld with investment banks, which traded
stocks and bonds. Derivatives and securitizations — those pools
of morigages or credit-card loans that were bundled by invest-
ment firms and sold to investors — were becoming an increas-
ingly important component of Wall Sereer. But they were devilish-
ly comphicated to value. For one thing, many of the more arcane
instruments didn’t trade very often, so you had to try to value
them by finding a comparable securiry that did trade. And they
were sliced into different pieces — tranches they're called — each
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il which had a different risk cofoponens. In sddition overy desk
had fts eown way of messuring ek that was largely meompanble
with every other desk

IPMorgan’s chairman at the ume VaR 100k off was a man named
Diennis Weatherstone, Weatherstone, who died |n 2008 ge the ape
ol 77, wan a working-class Englisthman who scquared the bearing o
i pateician dunng ke long career ot the banl, He was sedt-vpalicn,
padine, self-effacing. As the paknt 31 which he ook aver JPMeorgan
1 bad moved from being purely a commeroial henk into omne of thess
new bvbride. Within the oank, Weatherstons had lnng been known
a1 an sxpert on rik, especially when he wa running the foreipn-
exchange tradmg desh. Bur ax chairman, he gickhy realized thar
b understood far lesi about the frm's overall rak than he needed
to. Did the risk in JPMorgan’s stock portfolio cancel out the risk

Marc Groz showed me a slide
b mads of & Vol curve widls e ltiern T8 5. ui B swirsass snds.
HOUGHT THE LETTERS SET00D FOR “TO BC DETERMIKNEL,
bl Lhsl waas'i i, "T.B.D.." he mold ﬂ“m lar

THERE BE DREAGONS.'

being raken by its bond portfolio — or did it heighten thime risks?
How could you compare different kinds of derivative rishs? Whar
happened 1o the portfolio when volarility increased or interest
rates rose? How did currency fluctuations affect the fixed-income
instruments? Weatherstone had no idea what the answers were. He
needed a way 1o compare the risks of those various assets and to
understand what his companywide risk was

Toeamtwer the bank's quants had come op with was Vilie at il
T phrase i that way 10 co-moke o souned o of o Handful of math
whizzes luched themaelves in a room onr day, erunbed our some
formulas, and — preia’ — they had a1 risl-managemens eratern
In fact, it eook sround seven years, according 1o T Guldimans,

T G T AN @R B an @ W S EE N W
L)

o

an elegant, Swiss-born, former [PMorgan banker who ran the team
thar devised VaR and who is now vice chairman of SunGard Data
Systems. “VaR is not just one invention,” he said. “You solved one
problem and another cropped up. At first it seemed unmanageable,
But as we refined it, the methodologies got berter.”

Ezrly on, the group decided that itwanted 1o come apwith a num-
ber it could use 1o gange the possibilivy ther soy kind of portiolio
could lose a certain amount of money over the next 24 hours, within
a 95 percent probability. (Many firms stll vae the 95 percest Vel
though others prefer 9% percene) Thar became the core conceps
When the porttalin chenped, i traders boupht and told securine:
the nesxr day, the VaR was then recaloulazed, allowing svervone 1o see
whethwr the aew trades had sdded to, or lersened, the firm's nsk

“There was a lot of suspicion internally,” recalls Guldimann,
because tradere and sxecmives — nonquants — didn'y belisve that
el @ thing eould be quanrified m.J,:er.mnll:r'. Bur they wise
wrong, Chver tme, o Vil was proved more correcy than nos day
stter dmt quarter after guarter, the toe edseiifnes farme pat only 1o
bielieve m ot bt slso 1o relbron it

For instance, durtig hir exry vears 0 s rick manager, pre-VaR,
Guldimann often confroned the problem of wia w do when s
trader had resched nus trading bimir bue believed he should be given
more capital to play out his hand. “How would I know if he should
get the increase?” Guldimann says. “All I could do is asi around.
Is he a good guy? Does he know what he’s doing? It was ridiculous.
Once we converted all the limits to VaR limits, we could compare.
You could ook a1 the profits the guv made and compare it o his
VaR. If the guy who asited for & higher limir was making more
money with lower Val"" — st 1. witl less risk — it was a good
basis to give him the morey ™

By the early 1%90x, V2l had become such a fixture ar [PMergan
that Weatherstone instituted what became known as the 413 repon:
because it was handed et svery day ar 4:15, just afer the markss



cleaed. It aliowed him 1o see what every desi's estimated proflz and
loas was, 3 compared 1o ity risk, snd how it all sdded up for the
entiee farm True, ir dids’t eakie imro sccownt Taleby far tafls, b
nobudy really expecred it o do thay. Wearherstone had been 2 vrid-
er himself; he undirstond bock the lmite and the value of Vit I
tiald um things he todn't known befors. He could waeit 1o help him
muks judgmenta about whether the firm should rke an additiemal
rise oo padll bach, Sad thars schas he did

Whar caused Val vo catapulr above the risk vydrems being devel-
oped by [PMorgan competicors was whar the flem did nexs 1 Eave
VaR soraw, In 1993, Guldim=rnn made rithk the theme of the firms
annsl crient conberence. Manv af the clissn sere 5o tmprexied
with the JPMotgan uppeodch that thev asked if they could pur
chase the underlying syirem IPMocgan decided it didns wane o
B ERLo that Business, b proceeded unstead o bovm o amall group,
HiskMerrica. ther would reach the eone B 10 LEpene who Wit
ed 10 learn ir, while alio porting it on the Enrerner ao that oche
risk experts coold make yopgestions w improve It, As Guldimane
wrote veary later, “*Many wondeced what the bink wes IEWLRE 1o
accompiish by giving sway ‘proprietary mechotologies and lpm
al data, but nor selling any procucts or seevices.” He contineed
"It populscized 3 mechodolopy and made it & market saadird,
ang it enbatced the rmage of [PMorgan,”

[PMtorgan barer epun RisliMetrics off iacs it swn comrulting
company, By then, ViR bad berome »n popular ther it was consd-
ered the nsk-model gold standard. Here was the odd thing, thoogh
the monch Rk Metrics vens out oa its amn, September 1998, wai
sler when Long-Term Capiral Managemeni “blew up™ LT.O.M
wak @ fantasneadly succestlul hedge fund fsmous for i quanties
tive trading approach and its belief, supposediv borne our by its sk
miodeld, that i war ke minimal rsk

LMY collapse would seem to malie 3 premry pood case for
Tuieb's theories. What brought the firm down way 5 black s=an

ROMALD KURMNIAW &N

it never saw coming: the twin financial crises in Asia and Russia
Indeed, so sure were the firm’s partners that the marker would
revert to “normal ' — which is whar their model imsdsed wold bas-
puet — that they comminued 1o talie on exposures thay would destroy
the ftrm 2 the crisn worsened, accortding 1o Roger Lowenaten'y
account of the debacle, "When Genrus Failed ™ O, anid snsther
thing: among the rsk models the firm relied on was Vak

Auren Bromm, the former stk manager a2 Margan Seanley; remerm-
bers thinking that the bl of LTCM. cowld well lead o the dermise of
Valk. "l tharoughly puncrured the moyth e Vabl was levincitée ™ he
saucl, "Something thae fall v live up ro perfeetion o moee derpined thar
something that was never idealized in the fiest flace ™ After the 1977
roarket craih, bor example. portfolis inmrrance, which had been sold by
"Wall Sereer a3 o riak-miviganen device, became larpeby discrmbned,

But that diediy's happen with Vail There wis so much schadanfrends
associated with L.T.C.M. — it had Nobe! Prize winners among its
parmers! — that it was easy for the rest of Wal! Street to view its fall
a4 us eramipis of cotneuppance. And for 8 hedge fund that promared
the ingenboaineis of its rivk measurer, it ook far gopdsey risks than it
over aclnowiedped

For these reasons, other firms 1ook o rationalizing away the fall
of L.T.C.M.; they viewed it as a human failure rather than a fajlure
of risk modeling. The collapse only amplified the feeling on Wall
Street that firms needed 1o be able to understand their risks for the
entire beme Cinly VaB could do that. And Ginally, diers wag s belinf
arricng sorne, especially afver the crisis shared, that the eventa thar
broupht doven LT.C.M, soere tine dna mallion: W would aever e
uniything fiks thay dpain in oor [iféttme

S0 instead of diminishing in imporance, ViR became 5 o impos-
tant part ¢l the inancial scene The Securines and Exchanpe Comms:-
L0, ToT Eutince. worned dbout the mounr of risk thal dervatives
posed to the system, mandarced that financial firms would have to
disclose that risk to Imvestors, and VaR Continued on Page 46
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' RISK
Continued from Page 31

became the de facto measure, If the VaR number
increared From vest to year in o company’s annual
report, it mesmt the firm wad taking merve risk,
Rather than doing anything 10 limie the grewth of
derivatives, the agency concloded that dischosure,
wis VaR, wan muificlent

Thar, in turn, meant that even firms thar had
resisied VaR now succumbed. It meant thar chief
execuuves of big banks and investment firrns had
to have at least a passing familiarity with VaR. [z
meant that traders all had 10 understand the Vall
cansequences ot maltang & big bev or of chang-
ing their partfalios, Seme firms contimied ta use
ViR ar o vonl while sdding other tools a5 well,
fike “stresa™ or “scemanio™ mesrs, to see where the
weak links o the pordolio were ar what might
happen if the marker dropped drasticaliy. Hu
uthers viewed Val 21 the primary messure they
had 1o coneern themeshves with,

VaR, in other words, became instirurional-

bawe it on & fie's invernal Va, partly because
that Vakl wiis nos set by regulators and panty
beaise i obviculy didn't gauge the hind of
exireme eventy thar destroy capatal end crome
& Lquadiny crisn — precisely the moment when
et need cash on hand,

Indeed, Echan Berman, the chief executive of
RiskMetrics and no relation 10 Gregg Berman),
told me that one of VaR's flaws, which only
became abvious in this crisis, is thar it didn’t
measure Liquidity risk — wndt of courae a liguld-
ity crisis is exactly whar we're in the middle of
right now. One reason nobady seeins 1o know
how to deal with this kind of crizit is because
nobody envisioned it

In 3 crisis, Brown, the risk mranager st AQR,
stiel, “you want to know who can kill you and
whether or noc they will and who vou can kill
if necessary, You need to have an EMETEEOCY
tachup plan thar sssumes evervane i ou ta get
¥ou. In peacetime, you think abour other peo-
ple's intentions, In wartime, only their capabili-
tex marcer, VaRl in s peacetime matistic,”

The triple-A-rated

mortgage-backed ities churned out by Wall Street firms

AND THAT TURNED OUT T0 85 LITTLE MORET THAN JUNIL?

VaR didn't see the risk
' IT GENERALLY RELIED ON & TWO-YEAR DETA HISTORY,

wzeck. RiskMetrice went from having o dozen
rish-management cliems 16 more than GO0
Lot of competitons sprouted wp, Long-Term
Capizal Managemen: became an increasingly
distant memory, overchadowed by the [nyecne:
toom 2nd then the housing boom. Carporate
IF]I:EI[Iml Inke Sexnley O'Nesl 3t Meenll Lynzh
and Charles Prince st Ciiigroup pushed vheir
divisions 1o take more risk because they wers
being lefe behind in the race for trading profics,
IAJ'. ever Wall Street, Vall numbers increased,
bt i aniliali seemed mansgeable — and besides,
nething bad was happening!

VaR also becuroe & crurch. When an intering-
It.iuuul banking group thar sdvises national regula-
tiars decsded the woeld needed more sophisticared
Ways 1o gaugn the amoant of capral thar firms
d o hold, Wall Street firma lobbied she proup
lgalim-' Eaems to use their Inzsrmal YVak membersy
lsmmtely, the grodp came wp with an secons
thiat aliowed mst that. Tt doesn’s seent too strang
v sy that as a doect result, banks dudn't ave
early encugh capital when the black yaan began

& ernerge in the spring of 3007

THING THAT SUrIrtsed me, o | mede the rounds

{ rank experts, wan thar if vou lstersed clossly,
heir views weren't really thae far feom Taleb's
diagnesis of Vall. They agreed with himi thar
sk didnt measre the risk of 4 black swan
.‘nd they were crtical m other ways a8 well,
ex, the oid Wiy of messuring capeal requite-
me=nts needed updaring, bur it was crazy o

Ul QUUS'T GET BVRITMEE righT pven oo whar o
purported 1o measure. All the triple- A-rated
martpape-bathed weurities churned our by
Wall Sereer firma and that turned owr 1o be
Imle more than junk® Vak didn't ser the risk
because it generally refied v 3 swo-vear dan
higory. J'Lflhnugh W sook Mmoo account the
creased risk brovght on by leverage, it failed
10 distinguish berween leverage thar came
trom long-rerm, fixed-rave debt — bonds and
tuch that come due a¢ u sey date — and loans
thaat ean be called 1025 any rinve and can. a
Brows put st “blow vou up in twe minuces”™
That iy, the kind of leverage tha disappearsd
the minute something bad srose.

“The old adage, “rarbuge in, garhage out’ cer-
tainly spplies,” Groz sabd, "When vou realize
thar VK s using rame historical data to model
a wildly differens environment, the toal losaes
of Bear Stearns’ hedpe funds become easder 1o
understand. It's like the huseoric dats anly s
Funietim and then & torpado fii"”

Guldimann, the grear Vil peouelytizer.
splinded aimost mournful when he alked sbou:
what be saw as another of Vals shorteomings
T him, the big problem was thar it wrned our
that Va could be gamed. That i whar hap-
pened when bankis began reporting their Vi
To motvate managers, the banks began tw
compeniate them not juse lor making big prof-
s buz ahie for making profies with low risks.
That seonds pood in principle, bur managers
tepgan w0 manipulate the Vak by losding up an

J

what Guldimann calls “aspmimeiric rik posi-
tane."” These are products or contracrs tha, in
enesal, penerate wmall gaing snd very rirely
save Josses, Bur wien they do have loses, chey
are huge These postions made 2 manager’s
Vak look pood because VaR ignored the shim
likelihood of pam loses, which could only
come abous in the rvent of 2 rrue s :
A good example was 4 credis-default swap,
which is exsennially msurance thar 2 company
won't defaull. The gaim msde from selling
credr-defaule swaps are emall and seady —
and the chance of ever having 1o poy off tha
insutance was sasumed to be minuscule. §t way
outside the %% percent prodability, so ot didn’s
show up in the Vall mumber, People didn't see
the size of those hidden positions lurking in
that 1 percent thas Vak didn't measure.

Evim soml chimcaL, o did not properly acooum
fiox beverage th::mmqﬂnnmgrr;h\:hﬂuuugf
optiois. For example, aid Groz, if an aser man-
ager bocrowy money 1o buy shares of 3 company,
the Val woubd weaally increade, Bor say be insuead
enters invo a coneract that gives wimeone the right
10 sell hiem chose sluares 2t 8 bower peice a: 2 ler
tims —a In thay cese, the Vall mi
reman Pmnmiﬂ]:mm the outvide, be m
Mn:ﬂhrﬂn‘thﬂn[m risk, kst dn fact, bie s,
I thur whare price of the mv falls sieesty, he
will have lost 3 grest deal of maney, Groz cafled
this practice “sudfing risk ivna the raily”

And yer, instead of dismissing ViR a5 worth-
ieee, maet of the experts | tallked 1o defended it
The fasue, it seemed to me, was bess what Valt
did and did nor do, bur how you thoughr about
it. Taleb says that because VaR didn’t measure
the 1 percent, it was worse than useless — it
was downright harmful. But most of the risk
experts wid there was o grest deal to be said for
being able w0 manage riek 99 percent of the time,
nowever imperfectdy, even thooph = mesat you
coaddn’t accaunt for the last | percens,

"1 you wy that all risk is mnlogwable,” Gregg
Berman said, "you dan't have the hass of xnv soet
of o bet or o trade. You cqnnot buy and seli BIY-
thing tniesi you have some ides of the expect-
tacat it heow it will psove ™ Trs ather words, i you
rpend all your tme thinking sbour black rwans,
you'll be so rink sverse vou'll never do o trade.
Broven put it thit way: “NT" — that ks how be
refers to Namim Nicholas Taleb — “rays thas 1
pevment ‘will dominate yeidr ootcomes. 1 chink the
ather 9% percernt does mater. There ste thisgs
you ca g b conerad vt Hele To mot gee Val
I o sy that | wan's cavr abawr the %9 percent,
in-which cuse ymu won't have 2 bumiress. That is
tue even though you know the fate of the firm
i w0 be deterrmned by vome hoge even
Wﬁ?ﬁu think about duasters, all vou can rely
ar @ the disasiers of the past. And ye1 vou linow
thar it will be differens in the future. How do yesi
plan for thas?™

One risk-maxdel critic, Richard Bookstaber, a
hedge-fund rigk managerand author of “A Demon
of Our Chwn Diesign.”  Continued on Page 50
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Continued from Page 46

ranted abour VaR, for a half-hour over dinner one
night. Then he finally sid, "If you purt a gun 10
miy heid and sshed me whar my Grm's risk was,
[ wonrdd wre WaB." Vall psy have been a flawed
number, but it was the best number anyone had
corme up with,

Of gounse, the 8§ wai apeaking 1o
wore, well, experi, hed & decp wndes-
standing of risk modeling and all i inberent
lumtagane They thovghr shoue i all the time
Brorony zven thooght VaR was good when the
pumsbers se=med “ofl,” or when it started to
*“miss” on a regular basis — it either meant that
theee sas something wrong with the way Val
was being caleulsted, or it meam the marke:
wai no longer acting "normally” Either way,
ke saiid, it told you something wieful.

"When 1 weach n,” Choatopher Donohue,
the mamaging direcor of the resarch group st
the Clobal Asseciatien of Kisk Profesmonals,
said, “T immediazely go into the shoricomings.
You can’t calculate 2 VaR number and think
yoit enow everything vou need. On « day-to-
day basis | don't sre 80 much thar the VaR
iz 42. | care aboot where i was yesterday and
where it j§ gomg mmoerow. Whin doection 1
tlse risk poing?” Then he scddid, *That is prob-
ably anather denger: becauss we put & dolkar
number 1@ i, they at1ach o meaning 1o e "

By “they,” Donohue meant everyone who
wasn't a risk manager or a risk expert. There
were the investors who saw the VaR numbers
in the anoual reports bur didn’t pay them the
least bit of attention. There were the regula-
tors who slept soundly in the knowledge that,
thanks ro VaR, they had the whole risk thing
under conrrol. There were the boards who
heard 2 VaR number once or twice a year and
thought it sounded good There were chief
executives like O'Neal and Prince. There was
everyane, realiy, who. over tome, forgor that
the Vel number wai only mesnr to desenbe
what d 9% pereent af the time. That
40 milkion waen's jugr the most you could
lose 99 percent of the time. It waa the least
you could lose | percent of the time. In the
bubbie, with easy profits being made and risk
having been transformed into mathematical
conceit, the real meaning of risk had been for-
gorren. Instead of scruninizing Vall for ngns
of impending trouble, they took combar in
a pumber and doubled down, putang more
money at risk in the expectation of bigger
gains. “It has to do with the human condi-
tion,” said one former risk manager. “People
like to have one number they can believe in >

Brown told me: “You absolutely could see it
coming. Yau eould ses the risks riaing. Howev-
Ex, in rﬁ: two years before the criip hit, instead
of preparing for it, the opposite ook place to
sn entreme degree. The resl roable we got into
today it hecause of things that wok place in
the wo yeari before, when the risk measures

were eaying thas things were geiting bad.”
Ar imspar #, risk ma &rE nis v

_ai “profit cemer,” a0 they lack the clour of

the monevmakers on the rading desla. Tha:
wat especially rrue o the wil end of the bubble,
when birms were grablang for overy lan peosy
of profi.

At the hemhe of the bubble, thery wa1 1o
mauch money to be made char any fivm that
pulled back bocsure 51 wan nervous shout risk
would forsake bege shor-cerm gaum and lose
it wo lens ceutiows rrvale. The fan that VAl
didn't measure the possibility of an extreme
event was a blessing to the executives. It made
black swans all the easier to ignare. All the
incentiver — profity, compensanon, glory,
even job security — went in the direetion of
pahing on mare end more prk even o e
hall it would end hadly, Aduer all,
it wonld end badly for everyonn else oa. Ay
the former Citigroup chief sxscutive Charies
Prince famousty put it, "Ax long at the music
is pleying, you've go2 10 ge2 up and danca.” O,
ar John Mayoard Kevnes onee wrote, 8 “sound
banker™ i3 one who, “whes be 5 mined, 11

ruiped in a conventional and orthodox way.”

MAYEE IT WOLD Have been differem if the people
in charge had o berver andevstanding of ruk
Maybe 51 would have helped i Wall Sareer hadn't
turned VaR into something it was never meant
1o be, “If we sdck with the Dennis Weatherstone
example,” Ethan Bermac says, “'he recognized
thar he didn’t have the transparency into risk
that he needed 10 make 3 judgmen. Vall gove
him thar; and be and his manapeiy conld make
i To me, that 10 how it shoold work.
The role of VaR s an ooe inpi o ther process.
Tt ix healvhy for the hesd of the e v kave thar
hind of informanon. Bak ple pred 1o Have
mzzanves to prve ham that informanon.”™
Which bringy me back vo Diavid Vinisr and
Goldman Sachs. "Valk by o wseful wal" be mid
28 g AnEeryhew wRn nearing it ced. "The mors
bauid the s, the berter the tool The more
history, the bever the ool The leni of both,
the woree it is, It helos you underssand what
you should sxpect 10 happen on & daily basis in
an emvironment tha ie roughly the wme, We
hiad & vrade lasr week [n the mostpage universe
where the VaR was $1 million. The same trade
a week later had a VaR of $6 million. If you tell
me moy ek hase'y ehanged — T sy ves 'm hae!™
Twm years ago, Vil worked ko Goldman Sachs
the wiy n once worked [ov Depmis Weather-
mone = i’ gevy the oo o signsl e alleed
it to make 3 pdgment show k. bwie't the
onky signal, but is belped. Tr waan't just the math
that heiped Goldman rideriep the early decline
af marygege-backed neruments, T irowem'
just judgment either. It was boch, The problem
or Wall Screet at the end of the housing ubble
i that all mdgment war can mide. The math

“aboae wun never poing o be enough

Like maowr firmm. Goldmen dors have other
models ro test for the far tails, But even Gold-

37

mai hai been caughi Mar-looted by the oo,
with liguidicy, rurning reelf into o
hank ing company snd even, st one dire
momens, strugghing to combar rumors thar i
wontld be the nexe 0o fall
"'ﬁ'lcﬂmﬁuh I lsorwr sxtreme is exevemme}”
Vindaraid. “Thangs tha we would have thoughr
wirre s excreme beve happened. We maed 1o uay,
What will happen il svery equiry marke in the
workl goes down by 30 percent ar the sane tisme?
We wned vo think of that 45 sn exoeme evmt —
except thas pow b | d. Mothing ever
wntil it happens tor the firs tme.”
Which didn meas you couldn’t uie eish
mdels to snit owt rials, You jun had 1o ko
that there wers righs they didn’t aniff oot —
spd be ever vigilane for the dragons, When
Wall Gereer stopped loolking for dragons, nath-
g wui going to meve it Mot even Vall. @
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Revenues

Personal Income Tax

Severance Tax

Debt Reduction Surcharge
Self-Insured Debl Reduction Surcharge
l Video Lottery

Employer Premium

Other Income - Return of Unclaimed Property

Total Revenues
Surplus Note Principal Payments

Investment / Interest Earnings {Losses)
Expenditures

Public Employees Insurance

Paymeni of Claims
Total Expenditures

Excess {Deficiency) of Revenues over
Expenditures

Cash Beginning Balances

Cash Ending Balances

I Contractual/Professional

Old Fund / Debt Reduction

FY2009-FY2008
COMPARSON
January FY2009

YEAR TO DATE

FY2009 FY2008 Change FY2008
Annual
42,400,000 42,400,000 - 95,400,000
53,400,192 53,834,508 (434,316) 124,294,765
19,021,667 18,898,350 123,317 29,662,848
4,533,326 4,387,762 145,564 7,477,936
11,000,000 11,000,000 - 11,000,000
2,322,901 1,808,036 514,865 2,679,526
29,669 25,024 4,645 50,460
132,707,755 132,353,680 354,075 270,565,535
60,000,000 - 60,000,000 40,000,000
{152,340,338) 8,288,767 {160,629,105) 7,402,971
68,689 88,025 {19,336) 137,115
148,428,894 155,385,645 {6,956,751) 260,588,335
10,275,310 11,604,859 {1,329,549) 23,957,894
158,772,892 167,078,529 {8,305,637) 284,683,344
{118,405,475) (26,436,082) {91,969,393) 33,285,162
734,195,513 700,910,351 33,285,162 700,910,351
617,736,389 674,474,269 {56,737,680) 734,195,513




Old Fund Liability Estimate

l {excluding LAE)
{discounted)
I January FY2009
FY2009 January
' Beginning Reserve Amount 2,338,213,195

l Claim Payments

' Estimated Ending Reserve Amount 2,326,628,056

I Note:

The interim estimate of the Old Fund liabilities is derived using a formula that reduces the
reserve amount at the beginning of each month by the amount of claims payments made
during the month.

I The formula makes an adjustment for the time value of money, assuming that claim payments
are evenly distributed through the month. The estimate is updated monthly.
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SCHEDULE OF NET ASSETS
Workers' Compensation Old Fund - Debt Reduction
(In Thousands)
January FY2009
June 30, 2008 January 31, 2008 Change
Assets:
Cash and Cash Equivalents 713,576 606,749 (106,827)
Receivables, Net: 24,256 24,256 0
Surplus Note 162,759 102,759 (60,000)
Total Assets 900,591 733,764 (166,827)
Liabilities:
Estimated Liability for Unpaid Claims and
Claim Adjustment Expense 2,407,700 2,326,628 (81,072)
Other Liabilities 490 490 0
Total Liabilities 2,408,190 2,327,118 (81,072)
Net Assels: .
Unrestricted (1,507,599) (1,593,354) (85,755)
Total Net Assets (1,507,599) (1,593,354) (85,755)

#Debt Reduction estimetes are updated on a monthly basis. Sce note on "Old Fund Liability Estimace™ sheet



Workers' Compensation Old Fund Balances

l Cash Basls
(8)
I January FY2009
' Calendar Year 2008
Calendar Year Calendar Year Calendar Year January 1 - January
2008 2007 2008 31
Revenue
Statutory Transfers* 266,613,362 261,975,877 287,088,650 20,717,689
l Collections 8,316,798 1,041,116 3,265,870 456,764
investment Income 50,201,026 40,660,223 (168.342,828) 13,661,808
Total Revenue 325,131,188 303,676,215 122,011,682 34,835,362
l Expenditures
Claim Payments (355.245,366) {284,445,313) (249,830,083) (2%,068,434)
Administrative/Other
' Expense (21,630,179) (24,710,582) (23,576,238) (203,459)
Total Expenditures (376,875,545) {308,155,895) (273,415,301) (21,271,893)
o Workers'
Compensation
Commisslon Inttial
fund transfer January
2006 711,084,830
Payments from
BrickStrest Insurance
l on Surplus Note 100,015,205
ks
end 647,444 812 635,808,034 591,375,200 605,037,109



Workers' Compensation Old Fund Benefit Payments
Average Nonthly Payments

Claims benefits paid:
Medical
Permanent Total Dlsabllity
Permanent Partial Disabllity
Temporary Total Disablltty
Settlement Agreements
Fatals
104 weeks
Total
Clalms credlts and overpayments
Total claims pald

($)

January FY2009

Previous 12-Month

Current 12-Month

Period Pericd

02/01/Q7 to 01/01/08 02/01/08 to 01/01/09
{4,381,307.29} {4,344,925.13)
(12,035,6806.78) (12,531,224.62)
(1,922,608.66) (811,962.12)
(396,842.37) (206,466.92)
(530,205.55) (243,479.46)
{(2,867,524.39) (2,764,289.46)
(427,574.77) (516,705.85)
(23,461,750.80) (21,419,053.50)
400,724 92 298,332.25
(23,052,034.88) (21,120,721.31)



OFFICE OF JUDGES’ REPORT

TO INDUSTRIAL COUNCIL

February 3, 2009

I.  Statistical Analysis

2008 Jan, 2009
A. Protests Acknowledged: 7567 568 568
Fund Involved:
% of % of %of % of
FUND 2006 | 2007 | protests | 2008 | protests | Jan.'09 | protests | 2009 | protests
Old Fund 8,146 | 4,433 | 56.68% | 1.592 | 26.18% | 146 31.81% 146 | 31.81%
Priv.Carrier | 2,207 | 3,370 | 25.13% | 2971 | 48.86% 202 | 44.01% 202 | 44.01%
| Others
 Self-
Insured 2,264'| 1,772 | 18.19% | 1.518 | 24.96% 111 | 24.18% 111 | 24.18%
i | | I
Subtotal | 12,617 | 9.575 6.081 459 . 459 — L
Temporary | 2,131 | 2,219 1.486 109 109 |
I
l Total | 14,748 | 11,794 7.567 568 | 568
' 70.0% -~
60.0%
50.0% — o
' e : Ofd Fund
30.0% 4— - | N ol Priv. Carr.
. B N " | [=Self ins.
10.0%
0.00/0||q||lplplp|+l|||1|l|1l1l|.l|-l
v W




PROTESTS PER CALENDAR YEAR

I 02005
AP 12006
14,000 P
e — Foils
, SS08 (prol) | | 72009
5,000 el
PROTESTS BY MONTH O 2007
B 20448
1400 - ma00n|
1200
1000
iE 28 =
& \HEEEEEEHERE | =
AEREEERERE 2313558834 ¢
2009

Issues Resolved:




o

Pending Caseload Report

PENDING END OF JAN 4,285 |
| PENDING 1 MONTH BEFORE 4,388
PENDING 2 MONTHS BEFORE 4,560
'PENDING 3 MONTHS BEFORE 4,660 |
PENDING 6 MONTHS BEFORE 4,837 |
PENDING 12 MONTHSBEFORE | 5,301 |
D. Acknowledgment Timeliness: 2008 JAN 2009
1. Protest Ackn. >30 days 3.6% 4.8% 4.8%
2. Protest Ackn. 24-30 days 2.3% 28 % 2.8%
3. Protest Ackn. 11-23 days 19.0% 26.1% 26.1%
4. Protest Ackn. <11 days 75.1% 66.2% 662%

Acknowledged Later than 30 Days from Receipt

E & & x5 P g & P o g 3 8
3 &2 = « = 3 3 &3 o 0 =z @&
n% 4 i [l i i i i 3 1 i 'l =
. o
2% :E'-‘—'ér—-ﬁ‘ — = - ..-!-"‘ =
4% ' v &"‘“\bﬁ/ 11,‘ e 2009
] Py o |=——2008
S 2007
8% — 2006
10% ——d
12% - e
JAN ‘09
E. Protests Resolved:
1. Protests decided: 398
2. Withdrawals: 83
3  "No Evidence” Dismissals: 61

L1,



F. Final Decision Timeliness 2008 JAN 2009
1. <30 days: 59.6% 37.0% 37.0%
2. 30-60 days: 26.2% 49.1% 49.1%
3. 60-90 days: 13.9% 13.6% 13.6%
4, +90 days: 0.3% 0.2% 0.2%

Decision Within Rule's Time Limits

100.0% 90.7% 99.7% a9. 8%
a7 5% — —— S — —
85.0% 4——  — _ —— | compliant
02.5% +— =
80.0% T "
- : :
G. Time Standard Compliance 2008 JAN 2009

91.2% 86.7% 86.7%



Joe Manchin, 111

Governor

Rita Hedfick-Helmick Workers’ Compensation Board of Review

Chairperson Offices located at 1207 Quarrier St, Charleston
All communicalions should be addressed 1o the Board of Review
al the address shown al the bottom of this page
an equal opportunity/affirmative action employer

VW Jack Stevens
Member

James D Gray
Member

MEMORANDUM

To: Jane L. Cline, Commissioner
Charles Bayless, Chairman
Dan Marshail
Bill Dean
Walter Peliish
Honorable Carrie Webster, House Judiciary Chair
Honorable Brooks McCabe
Honorable Nancy Peoples Guthrie
Senator Don Caruth

From: Rita F. Hedrick-Helmick, Chairperson
Date: February 3, 2009

Re:  Workers’ Compensation Board of Review Monthly Report

Attached, please find the Board of Review's January 2009 monthly report.

A number of changes have been made to the Board’s reports. You will find a total of
eight reports as opposed to the two reports you previously received. These reports include the
following:

1 Monthly Report of Appeals Received
Yearly Report of Appeals Received
Monthly Report of Appeals Received by Issue
Yearly Report of Appeals Received by Issue
Monthly Appeals Received by Issue and Appellant
Monthly Summary of Dispositions by Party

Monthly Summary of Dispositions by Issue

00 =4 Oy h & L4 B/

Yearly Summary of Dispositions by Issue

If you have feedback or any additional questions, please do not hesitate to contact me.
11



' Monthly Appeals Received
From January 1, 2009 Thru January 31, 2009

'Id Fund Appeals {DOI < Jul-1-2005) Oid Fund Appeats by Appellant
Appellant Count
laimant Only 56
mployer Only 6
OIC Only 21
lld Fund Total a3

m Claimanl Only mEmployer Only 00IC Only.

'rivately Insured Appeals (DOl > Jun-30-2005)

Appellant Count Mew Fund Appeals by Appellant
laimant Only 42
mployer Only 29
Claimant and Employer 1 2%
ther * 1
REL ]
New Fund Total 66
lotal Appeals 149

L]

Appeats requiring research

lppeals counted more than once:

B Claimant Only 8 Employer Only @ Claimam and Employer @ Other *




Yearly Appeals Received

From June 1, 2008 Thru January 31, 2009

Ild Fund Appeals (DOI < Jul-1-2005)

Appellant Count

Ilaimant Only 513
mployer Only 53
QIC Only 125
laimant and Employer 3
[Iaimant and Commission 1
Employer and Commission 1
laimant, Employer and Commission 1
‘ther a 6
ild Fund Total 703

Privately Insured Appeals {DOIl > Jun-30-

luos)

Appellant Count

laimant Only 412

mployer Only 205
Claimant and Employer 5
mployer and Commission 1
ther * 5

ilew Fund Total 628

otal Appeals 1331

lAppeais requiring research

ppeals counted more than once: iq

A

Oid fund Appeals by Appedian

& Claimant Only ® Employer Only
g OIC Cnly & Claimant and Employer
@ Claimant and Commission m Employer and Commission

a Claimani, Employer and Commission & Other *

Privately insured f'und Appasis by Appailant

:*'_l-,'H_,I_lr'i'

Fi%

& Claimant Only u Employer Only w Claimant and Empiaye
B Employer and Commission & Other *

13




Old Fund Appeals (DOI < Jul-1-2005) vs Privately Insured Appeals (DOI > June-30-2005)

Monthly Appeals Received By Issue

From January 1, 2009 Thru January 31, 2009

Old Fund

B APPLICATION THRESHILD w EENEFIT RATE

O DEP BEN FATAL
mAPD
aBTENP

N IEB DETERMINATION
OPTD ENTITLEMENT
O TRMT/EQUIP CL

Priunlely Irsured

0 COMPENSABILITY
u OPBD

B RECPENING
mTID

14



Monthly Appeals Received By Issue
0Old Fund Appeals (DOI < Jul-1-2005) vs Privately Insured Appeals (DOI > June-30-2005)

From January 1, 2009 Thru January 31, 2009

Type of Issua Tolsl lEsiues " Old Fur:::

APPLICATION

THRESHOLD 1 1 100.0
BENEFIT RATE 2 2 100.0
COMPENSABILITY 26 6 231
DEP BEN FATAL 6 6 1000
IEB DETERMINATION 1 1 100.0
OPBD 8 8 100.0
PPD 38 23 605
PTD ENTITLEMENT 6 6 100.0
REOPENING 11 7 636
TEMP 3 2 66.7
TRMT/EQUIP CL 40 21 52.5
TTD 12 | 0 00
Totals 164 | #3 519

Insured Claims
L S

0.0
00
769
00
00
00
385
00
36.4
333
475
100.0

481

]

—
MNW =2 OO OaQO OO0

-

—=a
~&

Appeals counted more than once:

2042408 (2006064910 DOI: 12/05/2006 COMPENSABILITY)
2042408 (2006064910 DOI: 12/05/2006

REOPENING)

2042408 (2006064910 DOI: 12/05/2006 TRMT/EQUIP CL)
2042437 (2008010660 DOI: 09/06/2007 COMPENSABILITY)

2042437 (2008010560 DOI: 09/06/2007 TRMT/EQUIP CL)
2042449 (2006058364 DOI: 09/11/2006

REOPENING)

2042449 (2006058364 DOI: 09/11/2006 TTD)
2042459 (2008000982 DOI: 06/25/2007 TRMT/EQUIP CL)
2042459 (2008000982 DOI: 06/25/2007 TTD)

15



Yearly Appeals Received By Issue
Old Fund Appeals (DOI < Jul-1-2005) vs Privately Insured Fund Appeals (DOI > June-30-2005)
From June 1, 2008 Thru January 31, 2009

250

160

108

]

Old Fund Privately insured
m APPLICATION THRESHOLD m BENEFIT CVERPAYMENT D BENEFIT RATE
0 COMPENSABILITY m DEP BEN 104 m DEP BEN FATAL
B |EB DETERMINATION O OP NON-MED mOPBD
B FFD O PTD ENTITLEMENT m REHABILITATION
| W REOPENING m SPECIAL CATEGORY m TEMP
m TRMT/EQUIP CL B TRMT/EQUIP EM oTID

16



Yearly Appeals Received By Issue

From June 1, 2008 Thru January 31, 2009

Typa of iasua

APPLICATION
THRESHOLD
BENEFIT
OVERPAYMENT
BENEFIT RATE
COMPENSABILITY
DEP BEN 104

DEP BEN FATAL

IEB DETERMINATION
OP NON-MED

OPBD

PPD

PTD ENTITLEMENT
REHABILITATION
REOPENING
SPECIAL CATEGORY
TEMP

TRMT/EQUIP CL
TRMT/EQUIP EM
TTD

Tatnls

Total O01d Fund
lssuss # o,
6 i 833
4 3 753.0
5 q 80.0
302 2 20.5
1 1 100.0
24 23 g5.8
15 16 100.0
3 2 66.7
63 52 82.5
317 191 60.3
45 45 100.0
3 2 66.7
109 e 67.9
3 3 100.0
11 3 27.3
361 205 56.8
7 & 571
102 21 20.6
1381 | 715 | 518

IR Insured Claims

Ve
16.7

250
20.0
795

00

4.2

00
333
17.5
397

0.0
333
321

0.0
72.7
43.2
429
79.4

48.2 |

Old Fund Appeals (DOI < Jul-1-2005) vs Privately Insured Fund Appeals (DOI > June-30-2005)

17



£0

(0]

CAsmmat

Appeals Received By Issue
From January 1, 2009 Thru January 31, 2009

Employer Employer & OIC 5] 1

B APPLICATION THRESHOLD m BENEFIT RATE

ODEP BEN FATAL
BFFD
m TEMP

m EB DETERMINATION
0O PTD ENTITLEMENT
o TRMT/EQUIP CL

O CORPERNSARLITY
o QOFED

m AEQFENING
T

18



Appeals Received By Issue
From January 1, 2009 Thru January 31, 2009

Appeals counted more than once:
2042502: Appellant: CLAIMANT
2042502; Appellant:
EMPLOYER

Totsl Claimant | Employer oIc Emp and OIC
Type of ssue e » . - % " " ”

APPLICATION -
THRESHOLD 1 1 100.0 0 0.0 0 0.0 0 00
BENEFIT RATE 2 1 500 0 0.0 0 0.0 1 500
COMPENSABILITY 25 16 600 8 320 0 00 2 8.0
DEP BEN FATAL 6 4 66.7 0 0.0 0 0.0 2 333
|IEB DETERMINATION 1 1 100 0 0 00 0 00 0 0.0
OPBD 8 8 1000 0 0.0 0 00 0 0.0
PPD 40 25 625 9 225 0 0.0 6 150
PTD ENTITLEMENT 6 2 333 2 33.3 | 0 0.0 2 333
REOPENING 11 10 909 1 8.1 0 0.0 0 0.0
TEMP 3 3 1000 0 0.0 0 0o 0 00
TRMT/EQUIP CL 40 25 625 7 175 0 0.0 8 200
TTD 12 10 83.3 2 16.7 | 0 0.0 | 0 0.0
Totais | 155 | 105 67.7.| 29 87| O 0.0 21| 136

19



Appealed By
CLAIMANT

CLAIMANT/EMPLOYER

EMPLOYER

DIVISION/OIC

WORKER COMPENSATION BOARD OF REVIEW

FOR JANUARY 2009
Year
Disposition to

BOR Disposition Count Disp %  Total % Date Disp %  Total %
AFFIRMED 98 | 845% | 557% | 98 | 845%  557%
DISMISSED 1] 09%| 06%| 1| 09%| 06%
REMAND 4 34% 2 3% 4| 34%| 23%
REVERSE 13| 112% 7.4% 13 | 112% 7 4%
Total Dispositions 116 116
AFFIRMED 3| 750% 1.7% | 3| 750% | 17%
REVERSE 1] 250% 06% | 1 250% 06%
Total Dispositions 4 4
AFFIRMED 30 | 75.0% 17 0% 30 750% | 17.0%
MODIFY 1 2.5% 06% 1 2 5% 06%
REVERSE 9 225% 5.1% 9 225% 51%
Total Dispositions 40 | 40

I
AFFIRMED 8 50.0% 45% | 8 50.0% 4 5%
MODIFY 2 125% |  11% | 2 125% 11%
REMAND 1. 63%| 06%| 1, 63%| 06%
REVERSE 5 313% 28% | 5 313% 2 8%

I
Total Dispositions 16 | 16

I
Grand Totals 176 ! 176

i

I

I

20
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Monthly Dispositions By Issues

BOR Orders Mailed From January 1, 2009 Thru January 31, 2009

Typw of is=ae

APPLICATION

THRESHOLD 1
BENEFIT RATE 1
COMPENSABILITY 26
DEP BEN FATAL 4
IEB DETERMINATION 2
OPBD 14
PPD 33
PTD ENTITLEMENT 4
REOPENING 28
SPECIAL CATEGORY 1
TEMP 2
TRMT/EQUIP CL 43
TRMT/EQUIP EM 4
TTD 21
Totals 184

laniios

Appeals counted in multiple
categories:

Affirmed Reversed | Dismissed | Modifisd j_-de_.d Vacatnd |  Othar
] % | M1 % | # % | ® % | # % [sa]%[#] %
1 1000 (| O 00 0 00 | 0O 00| O 00 ([0 00O 00
1] 00 1 1000 | O 0.0 0 00| O 00 |0 00O 0.0
22 846 | 2 7.7 1 38 17 38| 0 00 |0 00|O 0.0
2 500 | 1 25.0 1 2500 00| O 00 [0 000 00
1 800 1 500 0 0o 0 00| O 00 |0 00| O 0.0
14 1000 | O 00 0 0.0 0 00| O 00 |0 CO|O 00
21 636 | 6 18.2 0 00 |1 30| 4 121| 0 001 30
3 750 1 250 0 00 |0 00| O 00 | 0 GO O 0.0
24 857 | 2 71 1 36 1 36| 0 00 |0 ©CO|O 00
0 0.0 1 1000 | O 00 |0 00| O 00 [0 QO[O 0.0
0 00 1 500 1 500 0 00| O 00 | 0 00| 0 0.0
33 767 | 8 186 1 23 0 00 1 23 |0 00|00 00
4 1000 | O 00 0 00 |0 00| O 00 | 0 QOO 0.0
17 810 |3 143 | 1 48 /0 00,0 00 [0 00|/0 00
142 77.2 | 27 | 147 6 33 |3 |16 5 | 27 [0 (001 05
f
22
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Yearly Dispositions By Issues
BOR Orders Mailed From June 1, 2008 Thru January 31, 2009

Affirmed Reversed | Dismissed | Modified | Remanded Vacated Other
L% [ # [ % [ #] % | # % | # | % 8] % | # %
| APPLICATION
THRESHOLD Z 2 oo o 0.0 ] 00 0 00, O 00 | 0 00 0 00
BENEFIT RATE ] 0 0.0 2 1000 | 0 0.0 0 00| 0 00| O 0.0 0 00
COMPENSABILITY 347 280 EOY | 26 T8 (13 a7 3 09|19 55 | 1 03 4 12
DEP BEN 104 1 1 000 | 0 (FE 0 00 0 ©Cco0| © 00 |0 00 0 00
DEP BEN FATAL 30 27 00 1 33 1 33 0 00 1 33 |0 00 0 00
DEFPENDENT
BENEFIT
TERMINATION i 1 10030 0 00 0 00 0 00| O 00 | 0 00 0 00
IEB DETERMINATION 24 27 a1.y 1 42 1 42 0 00| 0 00 | 0 00 ¢ 00
OF NON-MED 4 3 T80 0 00 1 250 0 00 O 00 !0 00 0O 00
OPBD B i) BO 5 4 47 3 35 0 00, 2 23 1|0 00 0 00
PPD 204 237 793 (32 107 |12 40 2 0712 40| 0 00 4 1.3
PTD ENTITLEMENT a3 &0 Q37 3 48 0 00 c 00 1 16 | 0 00 0 00
PTD ONSET DATE ] | o) o 0o 0 00 O 00| 0 00 | 0O 00 0 00
PTD THRESHQLD 2 ] 0.0 1 50 |1 500 0 00 0 00 ' 0 0.0 0 00
REHABILITATION 2 2 1000, 0 0.0 0 00 0 00| 0O 00 | 0 00 c 00
REOPENING 127 00 78T | 13 102 | 6 47 2 16| 4 3110 00 2 186
SI CLAIM REJECTION 1 1 ong| o 00 ¢ 00 0 00| 0 00 |0 0.0 0 00
SPECIAL CATEGORY | ] 0.0 1 1000 | 0 00 O o0/l 0 00 |0 00 0 00
TEMP & 0 0.0 1 17 |5 833/ 0 00| 0 00 0 00 0 00
TRMT/EQUIP CL 363 204 B10 | 43 118 |16 44 0 o00| 7 1910 00 2 06
TRMT/EQUIP EM 22 18 818 3 136 [ O 00 0 00 1 45 | 0 00 0 00
TTD 173 100, 578 7 40 3 1.7 0 00| 5 29 |58 335 0 00
| Totals 1557 | 1225 | 787 1138 89 |62 | 40 7 10452 | 33 |59 il 3.8 12 1 08 |
24
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Total Net Assets Under
Management

$3,562,886,000

Last Month

$3,502,719,000

Beginning of Fiscal Year

$3,364,534,000

Mlliong
53,800

53700 I-
$3.800
53,500

$3400 A
$3.000 -
53,200
$3,100

§ B
§2%

Hav
Jan

13 £1835

5.9% Growth This
Fiscal Year

Mar

Total Net Income & Gains

This Month
$8,650,000

Fiscal Year
$49,711,000

TR A
B

2788388

Fiscal Year Comparison

§58%75

Effective Rates of Return

Time Weiglited, Ammualized, Net of All Fees

WV Money Marke
WY Gov’t Money
Market

WV Short Term
Bond

Fiscal Fiscal

Dec. Year Year

2008 2009 2008

t 1.0% 2.2% 5.2%

1.2% 2.2% 51%

Fiscal Year Fiscal Year
2009 2008

fFast 12 Monthag fPasr 12 Months)
3.3% 6.6%

T 0%
& D%
500
LR

I0% |
20% -
1%
18% -

WV Money WV GovitManey WV Shon Term
Markel Market Bond

Rétumy are mnunined BIc  paa o i for WY Mona y AT &
W Gov't Mormy MY, past 1] surtm s WY 3o Term Band

Fiscal Year Return
Comparisons




WEST VIRGINIA BOARD OF TREASURY INVESTMENTS
THE ECONOMIC STATE
DECEMBER 2008

Stress of 2008 Carries Over to 2009

December bids adieu fo one of the most stressful years in the history of the financial markets. During 2008
we witnessed extreme declines in stock prices, car sales, housing starts, consumer confidence, Treasury rates
and bullish sentiment. We saw extreme increases in stock volatility, bousing delinquencies and foreclosures,
valuation spreads, credit spreads of all descriptions, cash in money market funds and bearish sentiment. We

even witnessed big increases and
decreases in the price of 0il. Topping

out af pladbare il (supposedly Small Banks Take Advantage of CD Auction
ou its way to $200/barrel), it
collapsed to $32/barrel in December Three banks located in rural areas took advantage of low

with many calling for a further drop

10 $20-825/barrel interest rates to snap up mooey during the Board of Treasury

Investments’ latest certificate of deposit auction.

The current U.S. R Py CIUTEN S Freedom Bank of Belington, located in Barbour County,
bleak, with no clear signs ofa pulled down the maximum $5 million, More banks
recovery on the horizon. The job successfully bidding: CNB Bank of Berkeley Springs, $2
market seems to be the gnmmest million; Main Street Bank of Wheeling, $2 million; and
indicator of the economic slump. The Clear Mountain Bank of Bruceton Mills, $1 million.

number of Americans collecting

unemployment benefits surged to a Other banks to place successful bids on $5 million:
26-year high in December as 524,000 Wesbanco Bank, Inc. of Wheeling; BB&T of Charleston;
Jobs were lost bringing the total and First Community Bank.

number of jobs shed in 2008 to 2.6

million and the unemployment rate to “It is our hope thal these institutions will use the low

7:3%, the highest level since 1993, rates they are paying our board to in turn extend credit to

. families starving for it,” said State Treasurer John Perdue.
Consumer confidence and spending

both fell in December amid the

employment data. Consurner

confidence sank to an all-time low of 38 in December while retail sales plunged 2.7% marking the sixth
consecutive monthly drop, Excluding autos, retail sales dropped 3.1% on the month—the biggest one-month
drop on record.

While the Fed was reducing the federal funds rate to a range of 0.00% - 0.25%, the rally across the yield
curve continued through December and was especially pronounced across the back-end of the curve.

Record or near record low rates continued across the curve, 2-yer rates moved lower to close at 76 basis
points. Further out the curve the 10-year rate again tested record lows before closing down 71 basis points
at 2.21%. Likewise the 30-vear long bond lost 76 basis points closing out the month at 2.68%

The Barclays Capital Aggregate Index (formally the Lehman Brother Aggregate Index) returned 3.73%
during the month while spread sectors rebounded. Investment grade CMBS fared the best during the month
returning 16.3%,

The Citigroup 90-Day T-Bill Index returned 0 04% in December trailing the 1.35% return of the Citigroup 1-
3 Year Government / Corporate Index. For the trailing 12 month period, the 90-Day T-Bills returned 5.02%
while the 1-3 Year Government / Corporate Index returned 1.80%.




West Virginia Board of Treasury Investments
Financial Highlights as of December 31, 2008

Monthly Rates of Return for Operating Pools ver of Fees)

WV Money Market WY Sovt Money Markst WV Short Term Bond
0.50% 050% 200%
045% foas 045% |5 g = 150% - 8
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Summary of Value and Earnings (in Thossands)
Fiscal
Dec. Net YTD Net Parcent of Total Met Asset Value
Income Income
Pool Asset Value {Loss) {Loss) * Parocipant
Accounts DE%
VW Money Market $2,593,158 $ 2510 $ 24,826 AESTes
WV Govt Money Market 235,726 173 1,957 '}
WV Short Term Bond 282,787 3,888 6,549 o o,
WV Bank 75672 168 1,523 mW/EBmk.2 1%
Loss Amortization 185,463 1,180 13,386 ol i
Loans 125,600 523 652 P
Reserve 37.620 27 39 Troew
Parlicipant Accounts 26,860 181 779
$3.562,886 $ 8650 $ 49,711

Securities by Type for Operating Pools (Percentage of Asser Value)

W Money Al et

WV Gov't Money Market

us
Govl
Agency
Bonds
26 61%

WV Short Term Bond

US Govt Us




WEST VIRGINIA BOARD OF TREASURY INVESTMENTS
SCHEDULE OF NET ASSETS, OPERATIONS & CHANGES IN NET ASSETS —

Assets
Investmenis:
Al amortized casi
Al fair value
Cash
Collateral for securities loaned
Other assets
Total assets

Liabilities

Payabie for secunties loaned
Other liabilities

Total liabilitlies

Net Assets

Investment income
[nlerest and dividends
Secunties lending income

Pravision for securities lending loss

Net accretion {amortizalion)
Provision lor uncoilectible loans
Total invesiment income

Expenses

Fees

Sccurilies lending borrower rebales
Bad debt expense

Tota] expenses

Net investment income

Net realized gain (loss)

from investments
Net increase (decrease)

in fair value of investments
Net gain {loss) from investments
Net increase {decrease) in nel
assets [rom operations

Distributions io participants

Participant activity

Purchases, reinvesiment of units
and contribulions

Redemptions and withdrawals

Inter-poal transfers in

Inter-pool transfers oul

Net Increase (decrease) in ne1

assets from participant acdvity

Increase (decrease) in net assets
Net assets al beginning of period
Net assets at end of period

UNAUDITED
DECEMBER 31, 2008
fin THOUSANDS)
wy
Government WY Shent Particlpant
WYV Money Money Term Bood WV Bank Directed
Murke1 Pool Murket Pool Poot Pool Orther Pools Accounss
¥ 2,794,922 3 235290 ) 75,000 3 162,802 5 22523
- §  28).457 - 185,463 4,122
181 - - - 4
444 848 32,547 66,527 - - -
3,524 284 2,736 672 422 212
3,243,294 268,302 350,720 75,672 348,687 26,861
444,848 32,547 66,527 o 5 .
205,288 29 1,406 - 4 1
650,136 32,576 67,933 - i 1
a =9l |58 5 235,726 5 282,787 3 75,672 F JdE S s 26,860
5 1,375 h) 127 . 925 3 168 3 554 i 75
(&) n - z -
(566) {90} (212} S .
1,757 150 {105) - 590 (18)
2,558 186 Wl 168 1,134 T
157 15 23 i
157 15 23 4 |
2,401 71 586 |h% 1,140 56
| i r- 7
2,531 - 590 125
L 1 3,302 5060 125
2,510 173 3,888 168 1,730 181
3,279 237 1,721 168 550 -
BI2,618 33,091 1,285 168 7483 20
718,946 38551 35,215 - 1,480 3,001
93,672 {3,460) {33,930) 168 6,003 (2,981)
92,903 (5,524) {31,763) 168 7,183 (2,500)
2,500,255 241,250 314,550 75,504 341,500 29,660
5 2,593,158 § 235726 5 282,787 5 75672 $ 348,683 5 26,860




(Speaker Thompson presides)

AGENDA

JOINT COMMITTEE ON GOVERNMENT AND FINANCE
February 10, 2009

3:00 - 4:00 p.m. Senate Finance Room

1.

2.

5.

Approval of January 13, 2009. minutes

Committee Reports;

The following committees submitted interim reports for 2008: (Need motion to accept reports)

Agriculture and Agri-business Committee (Senator Edgell and Delegate Stemple, Chairs)

Joint Standing Committee on Finance (Senator Helmick and Delegate White, Chairs)

Forest Management Review Commission (Senator Helmick and Delegate Crosier, Chairs)

Joint Standing Committee on Government Organization (Senator Bowman and Delegate
Morgan, Chairs}

Legislative Oversight Commission on Health and Human Resources (Senator Prezioso and
Delegate Perdue, Chairs)

Park, Recreation and Natural Resonrces Subcommittee (Senator Fanning, Chair; Delegate
Eldridge and Delegate Wells, Cochairs)

Joint Standing Committee on Pensions and Retirement (Senator Foster and Delegate Spencer,
Chairs)

Select Commitiee B - Veterans’ Issues (Senator Hunter and Delegate Fleischauer, Chairs)

Select Committee C - Infrastructare (Senator Unger and Delegate Hrutkay, Chairs)

Select Committee D - Health (Senator Prezioso and Delegate Perdue, Chairs)

Select Committee E - Broadband (Senator Unger and Delegate Browning, Chairs)

Select Committee F - Volunteer Fire Departments (Senator Chafin and Delegate Caputo, Chairs)

Legislative Oversight Commission on Workforce Investment for Economic
Development (Senator McCabe and Delegate Tucker, Chairs)

Committee Requests:

Judiciary Subcommittee C (Senator Foster, Chair; Delegate Moore, Chair) Requests lodging
and meal expenses be paid for David Rottman with the National Center for State Courts, who
will be spealing at the Judiciary Subcommittee C meeting.

MOVE that lodging and meal expenses for David Rottman be approved.
Overview of Impact of Federal Stimulus Package on the States: Molly Ramsdel, NCSL

Update on Teacher’s Retirement System Merger: Anne Lambright, Director, Consolidated
Public Retirement Board

Monthly/Quarterly Reports Distribution;
Status Reports on the Lottery Commission, General Revenue Fund and Unemployment
Compensation Trust Fund

Department of Transportation Report Distribution: Danny Ellis, Business Manager



10.

11.

12,

13.

14.

15.

Monthly/Quarterly Reports Distribution:
PEIA, BRIM, CHIP and Lease Report - Robert Ferguson, Jr., Secretary, Dept. of Administration

Monthly/Quarterly Report Distribution from Department of Health and Human

Resources:
Medicaid Report - John Law

Monthly Report on the Pharmaceutical Cost Management Council: Shang Phares, Chair

Investment Management Board Distribution: Craig Slaughter, Executive Director

Workers’ Compensation: Bill Kenny, Deputy Insurance Commissioner and Mary Jane Pickens,
General Counsel to the Insurance Commissioner

Board of Treasury Investments Report Distribution

Other Business

Adjonrnment



West Virginia Investment Management Board

500 Virginia Street, East — Stite 200
Charleston, West Virginia 25301

Phone: (304) 345-2672
Fux: (304) 345-5939
Website: wwwowvimb.org

December 17, 2008

The Honorable Earl Ray Tomblin
President of the Senate

West Virginia State Senate
Building 1, Room 227-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

The Honorable Richard Thompson
West Virginia House of Delegates
Building 1, Room 234-M

1900 Kanawha Boulevard, East

i Charleston, WV 25305

Subject: Madoff Fraud

Dear Gentlemen:

The Honorable Walt Helmick
West Virginia State Senate

Chair, Senate Finance Committee
Building 1, Room 465-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

The Honorable Harry Keith White
Chair, House Finance Committee
West Virginia House of Delegates
Building 1, Room 462-M

1900 Kanawha Boulevard, East
Charleston, WV 25305

Other than the news that the treasury has dropped the fed fund rate to virtually zero, the big
news in the financial arena for the week is the arrest of Bernard Madoff for running a ponzi
scheme, which caught out a number of prominent investors, some hedge funds and funds of
. hedge funds. Please be advised that the Investment Management Board is confident that it
does not have any exposure to Madoff or Madoff-related funds. We are currently double
checking with all of the hedge funds we invest with to confirm this. The Investment
. Management Board’s hedge fund consultant, Albourne, has advised against investing in

Madoff-related funds for the last decade.

If you have any questions, please do not hesitate to contact me.

C: Aaron Allred, Legislative Manager

ME R uH/F
[ Jro 8 E‘

f
| MANAGER

— ——— !

The West Virginia vvestiment Management Board is dediceted to providing prident, efficient and professional
investment nanagement on behalf of and i the besi injerests of the beneficiaries of the assels it is ertrusted vvith.



Albourne on Madoff

We set out below our thoughts on the Madoft-related funds, following the SEC’s recent action
and press reports over the last few days.

Alboumne Is pleased to confirm that for the last decade it has always strangly recommended
redemption to any client that It has been aware of holding investments In a Madoff-related fund.
At the same time, though, we have great sympathy for all those who may suffer loss,

Albourne also conslders thess events to bo a powerful proof of concept for a “private sector”
dus diligence service such as ours that Is pald for by the benetactors as opposed to pald for by
the entitles which are reted.

The following highlights the general issues araund MadoH and why we reached the conclusion
that cllents who had an exposure should redesm.

1. General Issnes

Qur view on Madoff has never wavered and has been based on a wide variely of factors and insights. It
was not clear that a fraud was belng perpetrated, but we conglugded that, whers a client had a holding, i
should redeam.

There have always been bellovers in Madotf’s supposed strategy - including sophisticated and well
connscted fims and individuals, some of whom were understeod to have “transparency™. Soma acute
observers of hedge funds have therelore disagresd with our views during this period — although thelr
arguments have never convinced us. Alboumne took a contrary view, in part for the following reasons:

¢ Rewms “oo good o be tus® - The apparent smoothing of Madof! retumns has been
controverslal. We cannot think of a group of tunds trading saslly marked-to-merket assets
which have appeared to have weathered quite so many different types of storm with such
apparently consistent risk-atfjusted retums,

s Culture of secregy - A former Madof! trader explained that Madoff was buill around obsessive
secrecy; that there was a whole fioor in Madoff’s offices that he was not permiited to visit; end
that ho himseit had no idea how they "made thelr money™. In addition, Mr Madof! declined o
mest any of his investors, without giving a credible reason. Clven his prominent Industry
position and hig former involvement with key institutions (such as the SEC and NASDAQ) that
retusal was odd.

+ Reported size - Over time, it becams clear that there wers multiple Madof! feeders and that in
total thelr AUM exceeded the publically assumed scale of the firm. It is extremely unusual for a
tund management company to significantly under-state s assets.

¢ Liquidity — The reporied strategy Invoived not just trading equities but also options. Glven the

supposed size of the assets under management, it would have been difficult to execute the
strategy due 10 the risk of market mpact.

hitpaivillage.galbourna.com/castiaf 1
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s “Too good to share?” - Some who belleved In the Madotf strategy thought that hig position as a
market maker gave him an uncanny ablility to catch the highs and lows. i this was so, Albourne
wondered why, having discovered this alchemy, tha Gompany would wish to share it

2. Madoff Structure

2.1, The management firm
The Company's website described itaef lke this:

"Bemard L. Mado!! Investment Securities LLC is a leading Imternational market maker. The firm
has heen providing quallty executions for broker-dealers, banks, and financlal institutions since its
Ingeption In 1860. During this tme, Madoft has ¢complled an uninterrupted record of growth, which
has enabled us to continually build our finenclal resources. With more than $600 millllon In firm
capital, Madot! currently ranks among the top 1% ¢! US Securities firms. Our sophisticated
proprietary automation and unparalleled cllent service dellvers an enhanced execution that is
virtually unmatched In our Industry.”

Whilst the website mantions many of the activities of Bernard L. Madoft Investment Securitiss LLC (“the
Company”) there has never been any direct mention of its Investment advisory activities. The Company
is FINRA registered and according to its Form ADV advises on $17bn ot assais for 23 clients by whom
it has been compensated by commisstons. The wobsite further stated that 1- 5 employees (out of 51 -
250) work on Investmernt advisory activities. It Is Important 10 note that there is no “Madoft Fund™ nor
other asset managemsnt products in the traditional sense of these terms.,

The Company provided advisory services to third parties {which we will describe as Disiributors) who
have their own branded Funds (or feeders) that have then been marketed to [nvestors. These Funds
have a wide varlety ot names, have been distributed by well-known finns (often themselves registered
with the SEC or other regulatory bodies}, are often audited by “blg 4™ accounting firms and have brand
name administrators. However, the prospectus {"PPM™ and marketing materials have rarsly mentloned
the word Madofi and we have been advised by some of the Distributors that they are forbidden by
contract to name the Company. A typical PPM might read ~

“The Fund's assets are managed by a New York based NASD registered broker-gealer
empleying approximately 200 people and acting primarily as a market-maker [n listed and
urlisted stocks and convertble securities. The Investment advisor utlizes a ‘split strike
conversion’ options strategy conslstent with that of the Fund”.

it Is posslble that many Investors In these distributed products are not aware (even now) that they have
any association with the Company.

The management structure has been described as follows:

"The firm s managed by Bemard and Peter Madoff. B. Madot! serves as Chalrman and CEO and
P. Madoft Is the Senior Managing Director and Head of Trading. Bemard’s sons, Mark and
Andrew hold key roles and & number of other long term employess hold key positions as well,
Thera are 12 Individuals dedlcated o managing the split-strike converslon strategy at BLM. This
team Is headed by B. Madoff and consists of 8 senior traders and 4 funior taders. Dsclslons on
when to enter and exit the strategy are made by the group”.

The group has besn formally segregated trom the rest of the firn through being on a separate floor, to
which no other statf have access. We have begn told by different Distributors that other Madoft family
members have not had or, conversely, have had substantial involvement in the strategy. Physical
segregation was often described as being In place to ensure Chiness Walis between the broker/dealsr
activities and the investment advisory strategy. A due diligencs flag would be raised as standard for any
firm that has both broker/desler and advisory functions.

httpsJivilage.albourne.com/castia’ 2
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The Company has not earned any managemert or performancs !ses in the normal way, but has instead
clalmed to earn ‘markst rate’ commissions on stocks and options. Distributors howsver do charge fees
on thelr funds at standard rates of management tees ot 1 — 2% and incentive fees of 10 — 20%. It is
notable that the Company has not charged fess that would eamn it hundreds of milllons of dollars each
year and, also, that this hag been a highly profitable proguct for Distributors.

The trus scale of assets has also been a polnt of concem for Albourna, particularly as, unusually, the
Company appeared to understate its AUM. Evan the brist list on Bloomberg dated 14th December
totals $15bn and, although undoubtadly this includes some double-counting, the true scale and number
of feeders remains unclear today.

2.2, The strategy

The strategy has generally been described as ‘spiit strike converslon’ although other descriptions are
piven as “volatility arbltrage’ or 'equity market ngutral’.

A typlcal description of a “spiit strike conversion”™ strategy would he as follows. It might consist of the
purchase of a basket of large cap US equities, the purchase ot S&P 100 index put options and the sale
of S&P 100 index call options, each of an amount approximately sgual to the value of the stocks. The
S&P 100 Index (OEX) is & market cap weighted Index of the 100 largest US companies. Buying OEX
puts establishes a floor to the value of the basket of equities by offsetting any deciine in the value of the
basket. Writing out of the money OEX calls establishes a ceilng above which galns on the equities are
offsst by losses on the short calls. The basket contalns 40-50 stocks drawn from members of the OEX
lo repllcate index performancs. The call and put options are near out of the money, next month expiry.
As a result the range over which the fund has market exposure might be 1-2%. The strategy would
allemate between perlods of investment and non-investment and would aim to identify and profit from
periods of positive momentum In lerge cap US equities on a hedged basis. The halding period might
typically range from two weeks to 3 months and the tund would be put into T-bills when not Invested in
stocks. No balance sheet leverage would be used, nor would there be any short sales of stock. Thers
would be limitations on the minimum number of stocks in the basket, the minimum market capitalisation,
the minimum cotrelation betwsen basket and OEX and the distance to options strikes.

It is Albourne’s understanding that, In the case of the Company, the options are a majerity of the time
OTGC rather than exchange traded, although exchange traded options may be used. The terms of the
OTC options generally match those of the listed markat, for example, almost all expire on the third
Friday of the month. Alboume has also besn 1old that at the end of the calendar year all the Company's
trades are exited to facilitate "sasy auditing’.

The validity of such a strategy Is questionablg. We monitor many simllar strategies and we would
axpect a simple strategy ke this to be replicated by othere H 1t were so conslstently profitable; we have
not found this to be the case. Simflar sirategles are deployed by others, but none has achlaved the
same consistent returns’. In addition, the available lquidity of OTC options on $17bn of notional is of
concern. Options market volumes are not sufficlently large to indicate any substantial exchangs trading
or a realistic level of bank hedging of these exchange "lookalike” options. This might lead t¢ a question
whether thess trades were actually being put on at all, or at all events on a scale that would fully hedge
$17bn of expasurs.

Due diligence by any investors has typlcally only been parmitted on the Distrbutor and much play has
been made of the tact that Mr Madof! would not mest any of his nvestors. The hedge fund industry has
many recluses but for a blg encugh investor they will do a mesting. To the extent that contact was
made with the Company, it would make the tollowing points:

The Company Is the executing broker tor several funds

The Company executas the strategy In compllance with Guidelines agreed with the fund
The Company only has discration over timing

The Gompany gets pald commission for exscuting the strategy

The Company executes based on a model developsd with the tund

The medel Is proprietary,

hitps/ivillage alboume.com/castie/ 3
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2.3. The Distributors

Tha structure of each product appears to be siightly different. In some instances the Company has been
described as the Investment Adviser, in some the execution agent and In others the sub-advigor (which
Is why wa have used the generic terms "Company” for Madoff entities and "Distrioutor” for the firm
managing each Fund). Distributors would usually state that they have had ‘managed accounts’ rather
than commingled tunds.

A typleal armangement would be that the Distributor entored into a sub-advisory agresment with the
Company through which the Company was delegated trading authority of the portiolio with full
discretion. Trade oporations and settiement were delagated to the Campany, whilst the Distributor was
respansible for oversight on the portfolio, trade checks, portfslio regonciliation, month-end valuation and
due diligence on the Company.

An example track record is given below. Although such records could be [ower or higher per Fund due
to fees, igverage and other factors, they do in general shaw persistently smooth positive retums. We
cannol think of a group of funds trading easily marked-to-marke! essels which appears to have
weathered quite so many different types of storm with such apparently consistent risk-adjusted returns.
Indeed, as far back as 2001, there were media stories in the Wall Strest Journal and MarHedge
querying the returns (seo htip/nakedshorts.typepad.com/flles/madoft.pdf} and raising some of the
questions that have been highlighted over the last few days.
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Although the strategy Is not levered, we understand that Distributors could and did apply leverage al the
Fund level.

The number of Distrbutors is unclear (Form ADV implles 23), as some Distributors have multiple
products and clients of the Distributors themselves have thelr own linked products and notes. There are
also many Fund of Funds which have an Investrent in this strategy as a core {(and sometimes outsized)
holding.

httpsJ/ivillage.alboune.com/caslial 4
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2.4. The operational process

One of the more credble aspects of the Company was that there was a group of highly respected {and
unguestionably genuine) Distributors who clearly asserled that at least two of the feeders had full
transparency and they were ablo 1o review them trade-by-trade. This created a ripple effect of
confidence to & whole group of other investors, who felt they had less or no transparency.

Operationally, we understand that Distributors received paper trade tickets from the Company through
the US postal service a few days after trades were placed. Distributors received only conflmation of
Irading activity; there was no dally transaction report and no daily corfirmation of "no trades™. The delay
in trade tickels magie them susceptible to amendment or manipulation. Further, for a Company that
claimed to be at the forefront of slectronic execution, i was unusual that they should provide paper
tickets. Distrioutors also recelved monthly transaction reports and balance sheet reports trom the
Company. The type of chacks that Distributors carried out included reconciling the monthly statement
with the intra-monthly trading confirmation; checking that each trade price was within the dally high and
low; and monitoring the trade tickets to verify that the equity basket was on the S&P 100 and check that
the notional amount of the options matched the equity basket. There was no external or Independernt
reconclliation of trades with counterparties (outside of the Company). However some Distributors do
claim to have checked scmewhal generically with counterparties o make sure they were trading with
the Company in the relevant instruments (which of course begs the question as to why that check was
deemed necassary and what value was obtained from it).

The Fund's adminlstrator {often a well-known entity) typically received information directly from the
Company and wes able to verity prices through its own third party pricing vender. Though the
Comparty was the Funds’ custodian, some cash ¢ould also be held at the administrator. The Company
had ultimate custody of the equity basket and the T-hills were also held at the Company, but in a
separate client account. The extent and nature of these brokerage accounts would seem o lie at the
heart of the traud allegations.

On the question why Distributors dlg not change to electronis trading tickets, we have been told that
they dld not encounter any problems with paper tickets and accordingly felt no need to change this
method. Another stated reason is that the Company did not want real ime Iformation of its trades
revealed, In case others might try to trade against It.

The Company from time to time provided Distributors with a gensral list of OTC counterparties, which
might consist of botween 12 and 20 names. However, the Distributar was not gliven Information as to
the trade delalls with specific countarparties at any given time. As far as the Funds ware concemed,
the counterparty risk was against the Company. Funds took materal counterparty risk against the
Company when the frade was 'on’ ($17bn of notional S&P exposure). Distributors assumed that the
Company was covering this with market counterparties.

Although we have not seen every Fund, those we have seen would appear 1o have lsgiimate annual
audited financial statements, slgned oft by reputable firms, which typlcally state that the “Company (or
an affillated broker dealer of the Company) acts as custedian for the assets that the Fund manages”. It
would appear that other auditors have placed rellance on confirmations received from the Company and
its auditer, a small firm called Frighling & Horowitz.

Again, as noted above, at quarter and year ends, the Funds are generally in cash, so that a 13F repart
shows a minimal level of investments by the Company.

As the Company is a FINRA-registered broker-dealsr, Distributors would also assert that the Company
would be reviewed regularly by the regulators.

Congcluslon

We bolleve this covers the main issues et present. Please contact your cliemt account manager if you
would lke 1o ralse turther points or if we can haip with our due dligence pracess or track record.

hitps:/fvillags.alboune.comficastie/ 5
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IMPORTANT NOTICE

Excopt a8 may be provided below, the Infermation is not an Invitation or ingucemsr to acoquire or dispese of, or
deal In, arty intarsst In any fund or sacurity, or lo engage n any investment activity.

This report Is supplied subjeet to the terms of any agreement and/or terms and conditions that you may have
entered Infto with Aboumsa ("Sarvice Agreement?). In the case of any conflic! botwesn the Service Agreement and
anything 8et out horaln, the terms of the Service Agreement shall take precedence. Terms used in 1his notice and
not defined hereln shall have the meaning attributed to them in the Sarvica Agresment.

The Intormation 1s for the use only of the Client andior any Approved Person, as the case may be, who has
represented that it is acting In the course of its profession and s able to maks Invesiment declslons without undus
reliance on the Information. For the protection of persons other than the Client who are not ainhorised to recoive
the Information, the Informatien may not be reproduced In whole or In parl In any medla excopt for the personal
reterance of the Client and no part of this meterial may be reproduced, distributed ¢r transmitied or otherwise mads
avallable so that & may be sesn by any other person or incorporated In any way Inlo ancther document or other
material or posted to any bullstin board.

In the Untted States, intarssts with raspect lo 1ha tunds andior sscuritles mentioned In the Information are mards
through private offerngs pursuant to one or more exemptions provided under section 4(2) of the United States
Soouritles Act of 1833, as amsnded. Nefher such Interests nor any offering (i any) included In the [nformation
have been recommended or approved by any federal or siate securities commission or regulatory authority.
Furthermare, none of the foregoing authorities hag confirmed the accuracy or delermined the adequacy of the
Information. To represent anything to the contrary s a criminal offence. Additicrally, you should ke aware that any
ofter to sall, or solicitation to buy, Interests In any such funds meay be unlawtul in cortaln states or jurisdictions. You
should carstully review tha relevant offedng documents before Investing In ary funds mentioned In the Information.

Albourne Is a party to non-disclosure agresements ("NDAs") with cortaln funds. Theas NDAs may restrict Abourng’s
ability to give cerlain clients acesss lo ressarch on furkds or managers which are a parly to thess NDAs,

htips/Ailage.aboumse.com/castis/ 8
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# {Committee and Board
Meeting
February 17, 2009

#« Committee Meelings
May 12, 2009

# Board Meeting
May 13, 2009

= (ommittee Meclings
Seplember 22, 2009

& Board Mecting
Sepiember 23, 2009

= Commiltee Meetings
November 17. 2009

# Board Meeting
November 18. 2009

Qur Mission

Statement —

The West Virginia Invest-
ment Management Board
is dedicated to providing
prudent, efficient and
professional investment
management on behalf of
and in the best interests of
the beneficiaries of the
assets it is entrusted with.

We're an ths Welb
al wreiay wrkmb org

H Craig Slaughter, Exacutive Direclor
500 Yirginia Street, East - Suile 200
Chorleston, WY 25301

Phone: 304-)45-2672
Fax: 304 345 5939
E-mail craigs{@wyimb org

WEST VIRGINIA
INVESTMENT MANAGEMENT BOARD

Executive Director’s Update

EEGISEATIVE

The Bull and Bear of It

PERFORMANCE: A Reprieve!

Returns in December, up 3 5 percent, of-
fered a welcome reprieve to the carnage
that was the previous three months. Even
with the positive returns brought by De-
cember, it has been a rough six months.
Using the Public Employees Retirement
System as a proxy for all the defined
benefit pension plans, the portfolio is
down 25 percent for the first half of the
fiscal year ending December 31, 2008.

Further good news can be found in the
performance of the portfolio relative to
benchmarks. The Investment Manage-
ment Board structured the portfolio to
perform well in down markets. In the last
recession, it performed extraordinarily
well, but it has been more difficult this
time around. For much of fiscal year
2008, the portfolio lagged, but the defen-
sive structure has gradually made head-
way in the last seven months. The Invest-
ment Management Board’s stock portfolio
is now almost 2.5 percent better than the
benchmark over the twelve months end-
ing December 31, 2008. The star per-
former is the international stock portfolio,
with its strong value tilt. During the first
part of this bear market the value tilt in
international stocks didn’t help out, but it
has paid off handsomely of late, with that
portion of the portfolio outperforming the
benchmark by almost 5 percent for the
last twelve months. Domestic non-large
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cap stocks have also done well, rela-
tively, due to the emphasis on funda-
mental value. They are over 1 percent
bekter than the index for the twelve
months ending December 31, 2008.
The fixed income portion of the port-
folio, unfortunately, continues to be a
drag on a relative basis. Although up
2.8 percent for the month of Decem-
ber, the benchmark return was up

3.8 percent. Fundamental investors in
fixed income have yet to be rewarded
as the markets stll have not come to
terms with the credit crisis. There is
an overriding fear that there is still
bad news that hasn’t yvet been dis-
closed. In times like these, investors
flock to treasury securities, which are
vastly underrepresented in the Invest-
ment Management Board’s portfolio.

Coniinned on poge 2)
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Performance

{Cominved from page {)

In December, it appeared as if
investors may be recognizing the
fact that long term value cannot be
gencrated by holding treasuries at
these prices, causing the fixed in-
come portfolio to lift. While bad
news is already well priced into
the market for fixed income, addi-
tional bad news could cause the
pricing to deteriorate further for a
short period of time. Eventually,
however, investors will move
awayv from cash and treasuries as

Educational Outlook

Find enclosed an article taken
from The New York Times Magnzine
for January 4, 2009 entitled, “Risk!
What 1 ed to the Financial Melt-
down: Mathematical Models
Used to Evaluate Wall Street
Trades? Or Bankers who Misread
or Ignored Them?” by Joe Nocera
This is a verv well written article
highlighting one of the big ques-
tions of the “day” —to what extent
should one rely on mathematical
models While this article focuses
on the use of mathematical risk

Congratulations

Congratulations to Melissa Petit
and Matt Jones for successfully
passing the Accredited Fraud In-
vestigator exam administered by
the Forensic Institute, Inc =

they are not viable, long-term in-
vestments at these prices. When
they do, they will gravitate to the
securities that make up the vast
majority of the Investment Man-
agement Board’s fixed income
portfolio.

The alternative portfolio is hold-
ing up well. Private equity and
real estate do not vet constitute a
meaningful portion of the portfo-
lio, but the [nvestment Manage-
ment Board is happy with the op-
portunities it has seen in these

models to manage risk in a trad-
ing portfolio, the general ques-

tion is relevant on a broader scale

as well  [n short, the answer is
not that mathematical models are
useless, but that they are only
useful if one fully understands
their limitations. =

AR

Dicrnnpre 2008

areas The hedge fund portfolic is
structured defensively in keeping
with its role as a portfolio diversi-
fying tool, and has performed as
expected. At this point, a lot of
negativity is now priced into the
market. The next big question is
how long it will take for the mar-
kets to recover Do notexpect a
quick, sustained reversal The
gains in December may prove to
be illusory. Already, January
looks to be another down month.

Expect the unexpected. =
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Market Commentary

The economic data released in December continued to provide evidence of a pro-
tracted economic recession  In contrast to a growing amount of negative economic
news, investment markets recorded positive returns, although this was largely
overshadowed by the significant losses for the year The Russell 3000 broad market
index increased 19 percent for the month, but lost 37 percent for the year Bonds
had another solid month, with the Barclays Aggregate Bond index increasing

37 percent.

ECONOMY

Rewaif saley fun e now declined sia
There js little debale as to the declining state of the economy  Housing data contin- consecutive monihy

ues to be weak, the financial sector is in a precarious state, the labor outlook is grim

as job losses continue to mount, and manufacturing is in decline Consumers are curtailing spending, perhaps
out of necessity as job losses mount and credit is hard to come by, and also out of the need to engage in a form of
personal deleveraging given the debt fueled spending patterns of recent years. The National Retail Federation
reported that holiday sales were down 2 8 percent, and retail sales have now declined six consecutive months; the

longest streak in four decades according to a government report, Much of the
decline is in gasoline sales, which is more of a function of prices, but declines
were widespread Sales of electronic and clothing goods edged up slightly for
the month, but by most any measure the consumer sector is languishing, This

as job losses continue 1o is a particular challenge to the resumption of economic growth, given that con-
moun and manyfacturing is sumer spending is about two-thirds of economic activity Consumer demand
will likely come under additional pressure in response to the employment
situation. Non-farm payrolls declined by 524,000 in December, bringing the
total to more than 2.5 million for the year The unemployment rate has edged
up to 7.2 percent This does not bode well for the ailing housing market Mort-
gage delinquencies have risen to 6 percent, and delinquencies of 60 days or more
are almost 4 percent In addition, house prices continue to decline, further reduc-
ing consumer wealth The S&P Case Shiller Composite index that is based on the
metropolitan areas of 20 large cities has declined more than 18 percent in the last
year., The recession is creating difficult times in the manufacturing sector as well,
In addition to the well-publicized problems in the automobile industry, most
manufacturing measures are in decline. The ISM Manufacturing index is at 32.4
(below 50 indicates contraction), and factory orders dropped 5 T percent, and du-
rable goods orders were down 1 percent last menth

“The labor outlook is grim

in decline

Jpvrfittifiod Rk daldi et e b fum

A procipitous Grop in eneTEry rices o it v fo frut o 2l pressune s s el L LT PRl
on headline inflation Crude oil ended the year at $40 per barrel, after furtng measures are i decline

reaching a high of around $145 in July The CPl declined by 17 percent in

November, and the vear-over-year increase is down to 1 1 percent. Core prices, which exclude food and energy,

have risen 2 percent over the last twelve months

EQUITY

Clobal equities staged a rally in December across all market capitalization tiers and in both the growth and value
styles. Growth outperformed value in the large-cap space, but value returns were a little higher in small-cap.

(Continned on page 4)
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fCantimired from page 3)

Large cap stocks lagged small-cap by a considerable mar-
gin, but posted modest gains led by cyclical stocks, such
as consumer discretionary However, a retail led recovery
is highly unlikely at this stage of the economic cycle given
people’s ongoing struggles with declining wealth, worries
about the economy, and the need to pay down debt. [n-
terestingly, many of the gains in this sector were from for-
profit education and auto parts retailers, perhaps a sign of
the national psyche of people trying to increase their em-
ployment credentials and taking more of a “do-it-
yourself” attitude in these troubling times Investors now
tumn their attention to the release of year-end earnings
reports to gauge market direction for 2009 Performance
of selected benchmarks is shown below

INDEX SECTOR (month} | YTD
S5&I 500 Large-Cap 106 -37 00
Russell 2000 Small-Cap 5 80%, 33 79%
MS EAFE (US %, gross) | Inlernational 602 43 069,
FEmerging
3, i d e
MS EM (US 5, gross) Markels 78 53 18%

Developed international markets experienced their first
positive return since May, with growth and value stocks
rising about equally. The hardest hit sectors of Novem-
ber, industrials and materials, rebounded the most Insur-
ance companies jumped 10 percent, although financials as
a whole were negative. Emerging markets echoed devel-
oped international ones, but to a larger degree, perhaps as
a reaction to the previcus month’s negative performance

FIXED INCOME

The US Treasury yield curve continued to flatten in De-
cember as the yield on the 10- and 30-year maturities
reached as low as 2.2 percent and 2.7 percent respectively
A flight-to-quality continues to fuel demand for US gov-
ernment debt, despite the low yields. However, the
spread sectors staged a bit of a rebound in December, out-
performing U S Treasuries by a considerable margin
Much like the equity rally in December, this performance
did little to erase the declines for the year, particularly in

25

high yield bonds Performance of various sectors is shown
below

SECTOR December | YID EXCESS (YTD) ©
Barclays Apgriogale 273 3 24'% 70

US Treasury 339 1374, 000
Morigage-Backed Sec 167 834 -2.32%

S Credil 627 308 =17 86
High Yiweld 7 ARY, 26 16 38.32
Cimerging Markel B 69 14 75% <28 42%,

* Fueess veturns over duratton equrvatent US freasuries

For investors with patience and a long time
horizon, tremendous opportunities exist.

CONCLUSION

The econemy is in a down-
ward spiral and the primary
economic engine, the con-
sumer, is not in a position to
lead a recovery. Despite this
and little in the way of posi-
tive economic news, invest-
ment markets were up in De-
cember Some of this may be
attributed to bargain hunters,
and some may be attributed to
optimism over the government stimulus packages, which are
being relied upon for the initial stages of a possible recovery
to begin in 2009 This path to recovery is expected to be long
and arduous, but for investors with patience and a long time
horizon, tremendous opportunities may exist. =

The econamy iv in g downward
spiral,

Sources used: Bloomberg News, CNNmoney, The Wall Strect
Journal, and Lehman Brothers Live
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WEAT LED TO THE FINANCIAL MELTDOWNK:

HATHEMATICAL MODELE UEED TO EVALUATE WALL ETREET TRADES? OR BAMETRS WEO MISREAD OR icNoned Toent BY JOE NOCERA




MISMANAGEMENT

WERE THE MEASURES USED TO EVALUATE WALL STREET TRADES FLAWED?

OR WAS THE MISTAIE IGNORING THEM?
BY JOE NOCERA
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and numbezrs,

‘The story that I have to tell

is marked all the way through by a persistent
tension between those who assert that the
BEST DECISIONS ARE BASED ON QUANTIFICATION

determined by the patterns of the past,

AND THOSE WHO BASE THEIR DECISIONS ON MORE SUBJECTIVE
DEGREES OF BELIEF ABOUT THE UNCERTAIN FUTURE.

his is a controvers

HAS NEVER BEEN RESOLVED.

FROM THE INTRODUCTION TO “AGAINST THE GODS: THE REMARK ABLE STORY OF RISK,'” BY PETER L BERNSTEIN

THERE AREN'T Many widely told anecdotes abour the current financial
crisis, at least not yet, bur chere’s v that made che rounds in 1007
back when the big investment lun ks were {1t sarting ro write dowen
billions of dollars in mortgage-bacleed derivatives: and other so-rulled
tosac becuroen | his was well bofore Beae Sr=armn oo lapad, e foee
i aniie Mae wil Feeddie Mar were DIEF Gver B the lg.']r:r_;_l HOVEFT-
meent, pertore Lenmon fell sand Mernll Lynch v sald and 3.0,
sl betoere the 5700 mllion bailous bill way mushed snro lew, Before,
that [4. 1t became obvioas that the maks wken by the larppst bran ks and
Iivestment torme i the Wnised Statee — and_ indeed, tnmuch of the
Wewrern wiid — weoi o mossveiand foodhardy e sl threar-
gired to boing doven the financial svarem ithelf. Otn the consrary: this
war bach when the mojur mesomens Hrms were anl| ass WFRF I
tors that all war wedl, thees lie spesd bumpe notwitheranding —
asmlances based, 15 part, on thear fangastically. complex mathemin-
el maodeli lor measuring che risk in their various portdofioe

Inere are many suck models; bar by tar the oo widely usedl
is called Vol — Valie ar Bk, Bocls zround smaostizal dews aod
probabiliry cheories thar have been around for cencuries, VaR was
developed and popularized wn the eardy 19904 by o handful of s
iitints and mathematicinns — "quante,” they'rr called in the busi-
news — oehds WEdT S weerh bor |1':'|-|||I§;n ViR ATEAL _'|I'|_'||I-j|__1|'l|'.|
115 ETELS 2 IEII":LI RO [ i!-:-(|p|-_- whodonas h ;r\.p._-“ LT i'.._- qudntl , 1
Lhat il expredsss bk o 2 single number. & dollar fgeds, oo less

Vabl i=n't one model but pazhet a groep of retaed meodels thar ihass
a marhemoraal amewerk. 1o moer common form, © messaTe
the boundrnes of roic 10 a portfolie aver short durations, Mviming
d "normal’ m araet. For instance, of o) haes L0 mullem of weelrhy
ViE. tasf meata thas over the colie o

VO OEXT TI'I'I'l‘:. therm v & W
percent chance cthat your portfolio won't lose more chan $50 million

Joe Nocera 15 a business colummist for The Times and a staff wrier
for the magazine

Toar pardotio could conpet of edquirie, bonda, Sevieacives or all o
thie gherer; one rezaon Valt bacome 12 poprular i that |t ik el nly
commonly wist risk nieusure thar can be apphed o i abour - any
25501 clasi, And o ke iom accounr @ head-apinning variey of var:
abley, including divérnficatlon, leverage wod volanley, thar make um
thie Bead ol merkiet pigk thar raders and forms fice every day,

Anacher reason Vil i do appeabing e that it can megeoee bioch
tdividual piabs — the smownr of ruk conalned ind single vradey's
pertioliv, for instanss — and lrmwide risk, which it does by cam
aming the Vaki of 3 given firm's 1rading deshis and coming up
with & net number. Top execoives onwallv kenow thew rm's Quily
VaRl withan-munes af the markes's dloiz

FLitk managers use VaR to quanuify their frm b ruke posnipns tonies
bioacd. In the late 1990s, as che use of deviveives was sxpdoding, the
Sepuricies and Exchange Commission ruled shur Fom s bilale
quanticative disclosure of market risks in their financial statements for
thi comvenivnes of inveitors, and Vil becaene che main ol ferdoing
s Aroupd. the wme tine, an dnporsant mesciaciome) ke making
boay, the Basel Comimittes on Banking Supsrvigion, wens aven -
ther eovalidaee Valt by ssving thae froms and banicr could rely on their
own internal Val calculaions o set chair capical neguiremnenes, 5o
long as theis Va& was rovoaably low, the amount af maney they sad
tn 15T daie 1 cover ralie char magie @0 bad coald ala be ks

ven the cabimy that has pnee accerred, there bus been o pres
cem| of ralle, evenim quant cireles, thae ehus widespread mpmunnmal ==f-
anee on VaR wis s terdible mnahe, A the very least, the riaks tha
Wik mesrored did not include the bigeet piabol 4l the possibibiry of
a tinspoa| melidown, “Baik medeting dudn't beip 3 mogh s ir shoakd
fave” ks Auiren Brosn, a formmes rish mannger at Wegn Senday
whp nireworie st A, & g quant-onenisd bedge bund, & ek con-
cfepist emed Mare Gres vy, "Vl o very Bimmed roed ™ Thavinl Ei-
horn, who founded Crrsenlighe Capaal, o promerss hedes bund, wrocs
ot Joag g thiat VaR was "relatively nesle oo rsk mareement ool
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und potentially catastrophis when i we oreatesa faise seme of secu-
riry amom senaor managers and wetehdogs. This s ltke an mr bag chat
works all the time, except when you have o carscaident.” Nasiim Nich-
alas Taleh, the bessselling authoy of *The Bk Sawvan” b crusadad
gpainsr Vall for mere than & decade. Fle-calle o, tarly, " Fransk”

Hirw then do wer account for that sty that made the poands in
the summer of 20077 [t concerns Goldman Sachs, the one Wall Street
firm that was not, at that time, taking a hit for billions of dollars of
suddenly devabied morrgaps-backed weourities. Reporters-wamied 10
anderstand how Guldman had somelay sldesrepeied the disaster to
had biefallen svervone else, Wha they discovered was that in Decem-
ber 2004, Goldman's varsous indisators, including Valoand other salk
models, hegan sugpeming thay something was wrnng. N hugsly
wrong, mind yon, bus wrong encagh 1o warrant o gloser ook

o ook at the PA L of our businesses poory day,” wasd Gald-
man Sachs’ chief financial officer, David Viniar, when I went to see
himn recently to hear the story for myself. (P.& L. stands for profit
and loss.) ““We have lots of models here that are important, but
none are more important than rthe P.& L., and we check every day
to make sure our P& L. is consistent with where our risk models
st it should e, In December our mortgage businea kit misney
frar 16 dkarys 1 @ rerne Iy wasn'ta Leit of menes, bt by the 18th day we
thoiwhs thar we abould s down and talk abour ™

% Gioddmman calied o me2eting of sbour 15 people; ncluding s=v-
eral risk tnanagers and the seniiye peopis on the vemous trading desks
They exarnined & chock eeport that mcloded every rrading |:u'.|'ii[l{‘-'.1
the firm held For the pext three hinirs, thev p-nrl:J aveET '.".'tl"."[h.'n;_.
They examined their VaE. numbers and ther etber risk models. They
ralked about how the minstgags-hacked sscorices market “felt.” “Our
guys said that it felt like it was pomg wo gee worse before it got better,"
Viniar recalled. “So we mads s decimon: ler's get closer to home.”

In tratfing parlance. geeting closer 1o home™ meam ramng o
thie rieke which in this cose mearn sther getang eid of e momgaes-

LHRISTOPH MIEMANN

wacked srcurities of hed@ing the posnonsso thiat i they declined 1o
value, the hedpes would counteraie the loss with zn equivalem gt
Gotdman did boch. And thar's why, back m the susmer of 2007,
Cioldman Sachi awsided the pain that was being wifered by Besr
Syzarrra, Martill Lynch, Leheman Broshers snd the rovt of Wall Streer.

The srory wee tald 1nd rerold in the business pages. But whar dii
1t mean, exactly? The quewion wis aiways left hangng, W 1t an
scample of the funlny af ik misleling or i unling? Dhd & sow
that risk models, propeely undersaood, were noc u fraud after all bus s
potenrilly important signal thae nouhle was browing? Cr did o wg-
eyt impteacl thae 3 handful of human beings ar Goldman Sachs aceed
winely by putring thesr models asde and making " @ecisions on mons
subsierctive degrees of bebief abouy an upcertam futiere,” ap Peeer L
Bernsrein put it in “Apsing the Gods?”

T pit it a0 blunter rerms, could VaR and the ather risk models
Wall Steeet reliey on have helped proven the Grancial comm if only
Wall Steeer paid berter attenniomn o them? Ox ihicd Wall Sereer's rali-
wnce an theo bl Jead o ipio- the abid?

ne Sateirdsy @ few monshs ago, Tales, o trem, ampecce-

bly dressed, middiz-zped man — inexplicably; be wmn'T

ive his age — walked into a Jobby in the Columba

Bisgness School and headsd for 2 claasroom oo give 4

guest lecrure. Uncil that moment, the lobby was filled

with stusdents charing and sating o quick Junch belose the sieernoon

yexnan besan, bt as soom an they sw Taleh, they streamied 1w rard

hirn, surrcatnding him and moving with him as he slowly inched hu

way' aps the srairs coward an already-crowded classroom, Thoee wha

couldn’t mer in had 1o malke do wnth the next classroom over wilich
had been st up 28 a0 sverflow roam. Te was pmmed. o

Iv's ot every duy that an opmand trader bocomes i by wiwi-

ing 3 bopl, but thar's whar Taleb did, first wich “Fooled by Random-

niekn. ™ which wis pubfshed @6 3901 and became an immediae cub
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clusmc om Wall Srroot. and mare recenthy with "The Black Swan: The
Impact of the Highly Improbable” which vame.ow o 2007 dod land-
&d on a number of bestaaeller o, He alio wenr fromi being primar-
tly-an options trader to what he always really wanted o ber s public
itedlecroal, When | made the mistake of asking bim one day whether
he wias an adunce professor, he quickly corrected me. “1'm the Dis-
tinguished Professor of Rivk Engineering ot NYLU* he responded,
“In's the hoghest title they grve in that depariment,” Humility'is not
arnong b virrses. On his Web sive be ha s ok that reads, "Quoees
from "The Black Sean’ char the imbeciles did not want o heas.”

“How many of you took statistics at Columbia?” he asked as he
cegan his lecrore. Moar of the hands in the room shor up. “You
wast=d your money,” he aniffed. Bebuod him was o alide of Micley
Mouge that be had pus up on the screen, he snd, because bt ropre-
sented “Mickey Mouse probabilities.” That prerry emech sums up his
view of busness-school siatstics and probabificy courses

Taleh's ideas can be difficult to follow, in part becaose he i the
larigruape of acadermie statisticiani words lks “Gaussian “kurmoals”
and “variance" roll aff his mongue Buriz's also becauss he i L R
kand of brusque chorthand, acting a5 if any fool should be sble i fol-
low his train of thoughe, which he can't be bothered to fully explain

“Thin 15 3 Sian O Neal trade,” ke said, referving o the former
chued gxecutive of Merrill Lynch, He clicked to o alide that alsoored
a trade that made siow, steady profits — and then quickby spiraled
dewnward for 2 giant, brotal oo,

"Why do people medvoee ks sEannFTeventy that woek plize
in 1987 he asked, referving o Black Monday, che Qorober day
when the U5, market inst more than 20 porcent of i vabue and
han been used ever pinco ad the worst-case ycematio in many ik
mndsls, “Why w thar @ benchmark® 1 eallis fwrare-blindoess,

"I you have a pilot flying a plane =ha doesn't understand there
can be storms, whar is going 10 huppen!” he usked. "He 15 not
going to have a magnificent tigh:. Any small error i goang 10

crash & plame. This o why che erigis chat bappened was predicrabie,”

Eventually, though, you do start o ger the pont. Taleb s thar
Wall Strest risk models, no marer bow mathematically aophisticated,
are bogus; indeed, he i the lzsder of che camp thay believes thar risk
models have done far mare harm than good. And the exs=ntial msson
for this is thar the grestest riaks are never the anes you can sz and
eeanre, bt the nnes you can't see and therefoe can mever mease:
The ones that yeem so far ounide the boundary of nermal probabi-
iry that you can't imagine they cotld happen in your lifetime — even
thegh, of course, thry do happen, more ofeen than you care (o real-
ize. Devastasing horranes happen. Earthquakes happen. And once
& grestwhile, kige financal catascrophes happen. Cavssrrophes thay
riske modely somehow always manage to mim;

VaR i Tabb's tavorite case in posnt. The origimal VaRl mesured
portiodic cish-aleng what is calied & "normal disrelbumion curve,” 3
statistical measure 1has was first idencified by Carl Friedrich Gauss in
the early 1800s (hence the term “Gaussian”). It is a simple bell curve
of the sort we are all familiar with:

The reason the noemal cuerve [doks the sy ir does — why it
cuies s of gets eloser o che middle — o thae the closer YOO ZEC [0
enat poini, the smaller the chanige in the thing you'te mesaaring,
and hence the more [requently it s likefy 1o acour A sypeeal stoe
or porttolio of mocks, for exampde, 1 bar fikelier @0 gaim or iose
OOE it ins day (or & weel) than i b gadn o Joss 20 podni.
5o the parvern of normal distribution will cluster ;ruunmmu
smaller changes roward the middle of the curve, while the less-
frequent dicteibutions will fall along the ends of the curve.

VaR vses chis normal distribution curve to plot the riskimess of
o poetfolin. Bat it makes cerrain sssumnptions. Vall i often mes-

BRIAH CRONIN
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sured daily and rarely extends beyond a few weeks, and because
it is a very short-term measure, it assumes thar tomorrow will be
more or less Jike today. Even what’s called “historical VaR” —a
variation of standard VaR that measures potential portfolio risk a
year or two out, only uses the previous few years as its benchmark.
As the risk consultant Mare Groz puts it, “The years 2005-2006,”
which were the culminarion of the housing bubble, “aren’ a very
good universe for predicting whar happened in 2007-2008 ”

This was one of Alan Greenspan's primary excuses when he made
his mea culpa for the financial crisis hefore Congress a few months
ago. After pointing our that a Nobel Prize had been awarded for
work that led 10 some of the theories behind derivative pricing and
risk management, he said: “The whole intellectual edifice, however,
collapsed in the summer of last year because the data inpur into
the risk-management models generally covered only the past two
decades, a period of euphoria. Had instead the models been firted
more appropriately to historic periods of stress, capital require-
ments would have been much higher and the financial world would
be in far betcer shape today, in my judgment” Well, yes. That was
also the point Taleb was making in his lecture when he referred 1o
what he called furure-blindness. People tend not to be able ro antici-
paze a future they have never personally experienced,

Yet even fauly historical data isn't Taleb’s primary concern What
he cares about, with standard VaR, is not the number thar falls
within the 99 percent probabtlity, He cares about what happens in
the ather 1 percent, at the extreme edge of the curve. The facr thar
vou are not likely to lose more than a certain amount 99 percent of
the time tells you absolutely nothing about whar could happen the
other 1 percent of the time. You could lose $31 million instead of
$50 million ~— no big deal That happens two or three times a vear,
and no one blinks an eye, You could also lose billions and go out of
business. VaR has no way of measuring which it will be

What will cause you to lose billions instead of millions? Some-

ADAVAN TOMINE

thing rare, something vou've never considered a possibility. Taleb
calls these events “fat tails™ or “black swans,” and he 1s convinced
that they taks plage tar wore freguently than miest human berng
srg willing o contemplare, Groz has his ewn way of [lhotesong
the preblem: he showed me a slide he made of a curve with the let-
ters “T.B.D.” ar the extreme ends of the curve, I thought the letters
stood for “To Be Determined,” but that wasn't whar Groz meant
“T.B.D. stands for “There Be Dragons,”"” he told me.

And that’s the point. Because we don’t know whar a black swan might
lock like or when it might appear and therefore don't plan for it, it will
always get us in the end. “Any system susceptible to a black swan will
eventually biow up,” Taleb says. The modern system of world finance,
compiex and interrelated and opaque, where what happened yesterday
can and does affect what happens tomorrow, and where one wrong
tug of the thread can cause it all vo unravel, is just such a system.

“I have been calling for the abandonment of certain risk mea-

‘I do think that this was much more

A FAILURE OF MANAGEMENT
Lhan of risk management,’ says Gregg Berman of RiskMetrica,

‘YOU CAN'T BLAME MATH.'

sures since 1996 because they cause people to cross the streec
biindfolded,” he said toward the end of his lecture. “The system
went bust because nobody listened to me ”

Afrer the Jecrure, the professor who invited Taleb to Columbia ook
a handful of people out for a late lunch ar a nearby diner. Somewhar
surprisingly, given Taleb’s well-known scorn for risk managers, the
professor had also avited several risk managers who worked at rwo
big investment banks. We had barely been seated before they tried to
engage Taleb in a debate over the value of VaR. Bur Taleb is impossible
to argue with on this subject; every ume they raised an objection 1o
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his argument, he curtly dismissed them our of hand. “VaR can be use-
ful,” said one of the risk managers. “It depends on how you useit. I
can be useful in identifying trends.”

“This argument is addressed in “The Black Swan,’” Taleb retorted.
“Not a single person has offered me an argument I haven't heard.”

“I chink VaR is great,” said another risk manager. “I think it is a
fanrastic rool. It's like an altimeter in aircraft. It has some margin for
error, but if you're 2 pilort, you know how to deal wich it. Bur very few
pilots give up using it.”

Taleb replied: “Alrimerers have errors that are Gaussian. You can
compensate. In the real world, the magnitude of errors is much
less known.”

Around and around they went, talking past each other for the
mext hour or so. It was engaging but unsacisfying; it dido’t help illo-
minate the role risk management played in the crisis.

The conversation had an energizing effect on Taleb, however. He
walked out of the diner with a full head of steam, railing about
the two “imbeciles” he just had to endure. I used the moment o
ask if he knew the people at RiskMerrics, a successful risk-man-
agement consulting firm that spun out of the original JPMorgan
quan effort in the mid-1990s. “They’re intellecrual charlarans,” he
rcplieddismissi\'cly. Yol cam guots me on it

As we approached hy car, he bejun lking shout hus own perfor-
mance in 2008. Although he & po lengera full-ame sader he remains a
principal in a hedge fund he helped found, Black Swan Protection Pro-
tocol. His fund makes trades that either gain or lose small amounts of
srvoiey i ol trbes ot can make overze gams when s black swan
appears. Talkeh bikes o aoy that, as a eeuder, he has mude momey dnh
thres dmes m bs life — in the crash of 1957, during the dot-som bt
more than a decade later and now. Bur all three times he has made a kill-
tng. "With the world crashing around it, his fund was up 65 to 115 per-
cent fior the yesr. Takeh chinclled. “"They wouldn't listen to me,” hie said
finally. “So I decided, to hell with them, I'll take their money instead.”

CHRISTOPH NIEMAMNH

*van WAS INEVITABLE,” Gregg Berman of RiskMetrics said when I
went to see him a few days later. He didn’t sound like an intellectual
charlatan. His explanation of the utility of VaR — and its limita-
tions — made a certain undeniable sense. He did, however, sound
like somebody who was completely taken aback by the amount of
blame placed on risk modeling since the financial crisis began,

“QObviously, we are big proponents of risk models,” he said. “But
i compurer does not do risk modeling. People do it And people
got orerzmaious end they stopped being caretul. They ook on e
much leverage. And whether they had models thar mitsed thar, o
they weren't paving enough attenton, | don't know, Bur I do chink
that this was much more a failore of mansgement than of risk man-
agement. I think blaming models for this would be very unforeu-
nate because you are placing blame on a mathernatical equarion, You
can'’t blame math,” he added with some exasperation.

Alchough Berman, who is 42, was & founding partner of Risk-
Metrics, it turned out that he was one of the few at the firm who
hadn’t come from JPMorgan. Suill, he knew the back story. How
could he not? It was parr of the lore of the place. Indeed, it was pare
of the lore of VaR.

The late 1982 and the early 1990s were a time when many firms
were rrylng Li= d—'"ly= TECITE l-ﬂFhl:l.i_-ﬂlﬂLk nsh. nlndE]ﬂ- bccause the
world was changing around them, Banks, whose primary risk had
long been credit r:i—thc risk that a loan might not be paid back
— wese srarring 1o meld wich investment banks, which traded
stocks and bonde Derivatives and securitizations — those pools
of mortgages or creditscand loans that were bundled by ineer
ment firmi and sold to investors — were becoming an incress-
ingly imporant componens of Wall Soreec. Bot they wers devilioh
Iy complicatsd to-vilue. For one thing, many ot the more arcane
inrtramenss didn't mrade wery atien, o vou had 1o oy o velee
them by finding s comparable security thar did trade. And they
wers iliced inte different pieced — tranches thev're called — zach
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of which had 2 dilferent rivk componen: [n addicien svery dayl:
bad fty own way of meatarng risk that w5 lareely incirmpateble
vith every other iesk

JP'Morgan’s chairman at che time VaR 100k off was a man named
Diennbi Wedtherivbne, Westhersrone, who died jn 2008 4t tlie aje
af 7 wns o working-claw Englishman whe arqurred the beacing ol
o patrician duting g long carzer ar the bank, He w2 sfpapohen,
proslste, seli-eHacing, Ax the point at which he taek over [PMorgan,
i ad moved from being purely a commersial bank into ate of thege
new hybrids, Within the bank, Weathesssons had fong been known
us an expert on rak. capecialiy when he was runming the foreign-
exchange trading desi But us chairman, he quichiy realiged that
e understood far less about the frm's overall risk than he necded
to Did the risk in [PMorgan’s stock porcfolio cancel out the risk

Marc Groz showed me a slide

hemade of  VaR curve with the letlers ‘T.E.IN." af the extrems ands.

: THOUGHT THE LETTERS STOOD FORE “T0O BE DETERMINED

LE)

bui that wasn't it. "T.B. 0. he told me, ‘slands for

THERE BE DRAGONS.’

being tuken By its Bond portiolio — or did ic heightes thede md?
How could vou campars ditferens Kinds of derrrazive riakad % kas
happened to the portfolio when voiatility increased or interest
rates rose? How did currency Hucruanons affect the fixed-income
instruments? Weatherstone had no idea whac che answers were. He
needed 4 way to compare the 1sks of those various assets and ro
understand what his companvwide risl was

Theaniwer the bank's quanss had come opwith was Valeo ot Rek
1o _r'i'l:=5= - Thae w i B mdkes O sound 13 af 4 Hoimolkul |;-,'. |:._|ri;
whizzes [odhed themeeless i o0 room oae dav, eranked edit saime
formulds, il — presee? — they had o Ak management Lvitem
ke f=ce, @ sook sroand seven years, sccording e T Galdimann.

Ff

in elapant, Swiss-born, former JPMorgan banker who ran the ewm
that devised Vak and whio b now e chairman of SuntGand Diaca
Systems. “VaR 15 not just one invention,” he said “You solved one
prodiem and enother cropped up, At fevt ot seemed shmsnapeable
fut av we refined i, the methodréomes gar herer”

Early on, the group decided shat it waneed to.come wp with a e
ber it could use o gange the podsibility tha oy kind of portiolio
ooule kese 4 corrain dmosn of mongy over the neet 34 hears, within
1 93 peveent probabidicy. (Many firma siill ise e %5 perent VabL
though others prefer %9 poreent.| That became the core concem
When the parttolio changed, as eeadees bouphs and sodd ‘scurinies
the nexe day, the Vall was then recabeutaed. alldwing veeryone 1o ase
whether the new tradey had sdded 1o, or lessened, the firm's risk

“There wue & lon ol suspicion iorernally,” recalls Guldimsnn,
begaise rragdersand exeetives nonguan— didn't believe that
such 4 thing could be quanefisd moechemateally Rt they were
wrong Liver bme, a0 Vall was proved more casrect than o day
aiter day, quArter uirer quarter, che top EXECKITIVES came ne aaly Lo
Liekreve in at bosalie oo by an it

For instange, during his early years ai 2 risk manager, pre-VaR,
Gruldimmann often contronted the problem of what 16 da when o
tracler had reached his trading limit bur belleved he should be given
maore capiral 1o play out his hand. “How wauld | knew it he thaaild
get-the incredes " Guldimans seve. “AdlT coold docis ask seoond
[4 bz 8 pad gust Dhoes bie lonow what be's dazng? L was ridicaboss
Lince we converted all che Hmics o Vall, brone, we coold comiare
You could look a1 the préfiis the euv made and birmpare it tu his
Vall, If the zuy who asked for 3 higher limit was making maope
eromat with jower Vol — that iv wnch fees nsh — it was s good
busie'va give him the monew

By the eaely 19904, VaK bad become much o foztere 2 [Phonzan
that Weatherstone institered what begame known as the 413 feperct
IecEinde 18 wan hand=d o every dav it 4005 Just ety ||'|:- markst



closed: Ie allowad him oo sep what every desi's eeimarsd aoabi snd
5, 4k compared toone rigk, and bow ir sl added o for the
entirs-firm, True, @ didn’t eahee into seeouns Talels fae tails. bis
niabedy rally expecead io oo do thar, Wantherinones kad bees 4 trad-
er himself; he undermond barh the limirs and the value of VaR. Ir
rold him chings ha hasdn't known before. e could use it to help him
make judgments about whether the firm should take i additional
risk or pull back. And thar's what he did

W hat cavsed Vall vocaizpuln above the =ik svsteris being deiel-
oped by [I'Morgan compentars was whit the Frm did nexc it gave
Vall meay, In 4993, Guldimann mads elck the theme of che brm'
aittudl clizne conference. Many of the clioni wese s i pieesbed
with the [FMosgan approsch chat they avied i thev could pii-
-hase the underiyine evstzm [PMorsan deceded 10 didn's wane to
ifet into that busigess, but procesdet inmead to farm a sl griip,
Riskhetrics, that would teach chie cOmCEpL 1 ahvons who wan-
ed to|esrm i, while il poacing o on‘the Tnteenes o thar otbier
riskexperts could muks suggaations todmerrove (voAas Goldiman
wrors pear luter, " bady wppdersd what the Bank wus ErVinE to
accomplich by giving owny ‘proprismry’ methodologies
of daca; but not sellieg any prodocts o servicen” He
"It pogulsrized a mezhodalogy and made
AN il enltenced the image of |PMaoreaa,

r?rrll.l.';l.ll Foapar I'-i'-;"cr'll“-'l [} -.'-!.|. Iy afs Ow'E Comaicimp
company, iy thed, Val hid became 0 popular thas i wsr oogald-
ered the rinle-mod=| ot francdard. Here s phe ool |:'|--|';. 1|Il.l|.l!.',|I
the month RighMsteics menc our on itk ovn, Sepreenber 1998, s
ulss when Long-Term Capital Managemens “hiew g LM
anreeally sucoessinl |I|!|.|:;_'-' tund fammooe bor i ;_:I_;_lllli'_J
tive trading approoch and ws beliel, dupposediv borne ot by jes elak
maodeld, tha s sas raklr

LT M,y calispae uig
Taleb's the

liwss wa

and lot
-QOTINRED
1 & marles standare,

WU 2

FHIFLIETEAG] FiEs
Ig meem o mabie o preroy pood cass o
srd Whar brought the fiem doon was 3 blagk mn

RONALD KURM AW &M
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IE AFVED EXW COTMINE the tangn fimuncial cre=r im0 Ans and Rissua
Indewd; so rure were the firm' pactners that the madeer would
revert o “nocial’ which sswdhar their model sspped woaid i
pen — that they continued 0 take on ex poaures chaz would destroy
the firm as the srists worsened, accarding so Roger Lowenuen’s
account of the defazle, “MW'hen Genivs Fail=d” Oh, and anothies
thing: among the risk models the firm relied on was VaR

Aaron Brown, the former risk maznager at Morgan Stanley. remem-
bers thinking that the fal} of LT.C.M. could well lead o the temise of
Vak. "It thowoughly puncryred the vl shar Yok sy invmcibile,”™ i
=i, " Something that fals oo live up 1o perfaction s moer dopued than

sirmi=thing that wias mever idealized in the firs pbce ™ Aleer the 1087

uacies cruf, iprexamjls, porthedio mssirsnee, which had been sald b
Wl Serect as a rali-mrtigmion device, became larpehy discredited

Bz thar dicd 't happen with Val, There wis 5o much schadentrends
apinewied wuph LM, — it had Bobel Prize winnen aowone 1o
partoar! — that B eassasy for the rese of Wall Ssreet oo view i fall
a5 10 sxample of comeuppancs. And fors hedee fund thae promioted
the ingenssiiness of ima sk measuees, iE ook far pretter mio thin i
ever acknowledesd .

For thess TEASCIELS, OLhEr Lefms tood i ration ||_l?_;:'|% away the tzll
ol LI M chey viewed i1 4t.s ltmem failure mcher tlan o faitus
of risk muodsbing, The collipse enly smylifted the Freling os Wall
Streer char fomns needed o be abile 1o underseand ther ks for th
ertire firm. Oply VaB conld de that, And finalfy, deere i i belind
wnong wdrme, sapecinlly after the cruels ahared, thar the evenes char
brought down L.T.C.M. were one in a million, We would never see
anything like that again in our lifetime.

So tnstead l.l|.-Jili'.ll:ln.'l]rl:'_.rl importance, Vall tiecoiite 2 muor= e
tant part i II‘.!' tinanczal seene The Securitess and L!.I:i'-l.!l..; Aallabyal!
sion, for mytznce, wirried ihour the amouns of sk thar derlsative
posed to the system, mandared thar financial firms would have o
disclose thar risk to investors, and VaR Continued on Page 46
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RISK
Continued from Page 33

became the de facto measure If the VaR number
ingreased from Yeario Year in a company s anmaal
Feport, If meant the firm was akong moce Tish
Father than dedng amvihing w bt the growsd pf
deriwanives, the agency concleded that diselosure,
via Walt, wis sudficiem

That, in turn, meanr thar even firms thar had
resisied VaR now succumbed. It meant thart chief
executives of big banks and investment firms had
b e ar least 4 pasong fmiliasey with Vali, 1o
meant thar rradets all bad ro undeeseand the Vait
constguences of malting a g bet or of chang
ing thesr portiedion. Some fisms comtinued 1o use
ViR as g ool while il.‘ll'JlrJH; other roali a8 well,
lile "stresp'" or ' keenaria™ 1E81L, Lo See where the
weah, links in the porthalic were or what mighe
happen if the marke: dropped drastically. But
otiiers viewed Vil a4 the primary measure they
head to contern themselves wiih.

VaR, in other words, became institutional.

base it on a firm’s internal VaR, partly because
that VaR was not set by regulators and partly
becanse it obviously didn't gauge the kind of
extreme vedits thar deserov caprtal and create
2 lquadaty crists — precisely the moment when
vou peed canh on lund.

Indeed, Ethan Berman, the chief execurive of
RiskMetrics (and no relation 10 Gregg Berman),
told me that one of VaR’s flaws, which only
became obvious in this crisis, is chat it dida’t
mesure hgmidity tisk— and of course a liquid-
ey crlels 1 oeacthrwhiar we're th the misddle of
night o, Ome reason nobody seems fo finow
bow ta dest with this kind of crish 1 becanse
nobody envisioned ir,

In & erias, Brown, the viah manager oy AQR,
swd, “you want to know wha can kil you and
whether or siot they will snd whs you can kill
i mecessary. Yoo need ro hove an emergency
bachup plan that assumes everyone is oue to g
¥ou. In peacetime, veu think about other peo-
ple's intentioms, [n whrtime, only their cupabili-
ties matter. VaR is @ peacetine sragistie,”

The triple-A-rated

mortgage-bhacked securities churned out by Wall Street firms
AND THAT TURNED OUT TO BE LITTLE MORE THAN JUNIL?

VaR d

idn't see the risk hecause

IT GENERALLY RELIED ON A TWO-YEAR DATA HISTORY.

rzed. RiskMetnes wem from hoving s dozen
rif-manmagement clenis 0o mare thas 600
Lote of comperitons sprowted wp Long-Term
Cupitsl Managemen: E:I_Lm- an increasingly
desrant memory, oversiadowed by the Tnieroe
boom and then the howing boom. Copporite
chasfraina like Sranley ONeal 2o Mernll Lynch
and Chardes Pringe s Ciigroup pushed thea
divislons o take morr tiih beciyse EHEY WeTe
bemg betr bebund in the race for rading grofies
All over Wall Srress, VR numbers increased,
bor iz srill all sermed munageable — and besides,
nothing bad wps happerimg!

VaR also became a crutch. When 2n ineerna-
titmal banking proup that sdvices nathons] regu b
tors decided the world needed more sophisticased
WAy Lo gaupge the omount of coprtal- the fems
bad tev hobd, Wall Street firme lobbaed che ErOMIp
to albonw them 1o use theis inremal Val mumberz
Ulnmarely, the group came up with an accord
that allowed just that. It doesn’t seem too strong
1cy say that as 2 direct result, banks didn’t have
nearly entirgh capatal wlien the blagk swan began
1 emerge i the sprng of 2007 '

ONE THING THAT surprised me, as I made the rounds
of fislexperti, %eas thas if you barened closely,
ther views weren't resily thar far from Taleb's
dingrionis of Vall. They spreed with him thas
VaR didn't measure the risk of a black swan,
And ey were cnnod] in ather wav dn well,
Yei, the ald wav of migasurng el regure.
ments aecded updaong, bul b was oy 1o
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VAR DIDN'T GET BVERYYHING rithit even in what if
purported to measure, All the triple.A-raresd
mortgage-backed securines churned ou by
Wall Street firms and that turned out 1o be
livtle more than junk? VaR didn't see the risk
becanse = generally relied en o two-year data
hurur_!.'. ﬁ[lhw’-ﬂlul'-. it ool inte sccount the
incteased risk brought on by leverngs, ot failed
(o distipguish beroien teverapge that came
from long-term, fiked-rate debt — bands nd
such that come due at a set date — and loans
thar can be called in iy tme zod caf, o
Brown pur it “'blow veu up in tep mimmees.”
That is, the kind of leverage that disppeared
the mupote semelinng bad sroae

"The old ndage, ‘parbage in, garbage o’ ey
tainky applies,” Groz said. ““When vou realize
that VaF s tming wamme hisvorical daca to model
awildly different environment, the toral logs=s
of Bear Stearns’ hedge funds become easier to
understand. Ivs like the historic dara omnlv has
rainstorms and then a tornado hirs.”’

Culdlmann, the grea= VaR  proselynzer,
salneed almon mowrdful when ke wmlked abowt
what he saw as unother of Yal's shoricomings
To bem, the g probleo was thay it wened aui
that VaK eiold be gamed. That Is what hap-
pened when banlki began repoceing their Vaks,
[e motvate managers, the banks began o
compensace tlerm nog just for making big prods
tes bt absa for making profies with low rike
That sounds good in principle. but managers
began to manipulace the ViR by lodding up on

F

what Guldimapns calb “irymmernic risk posi

tinna.” Thest are prodocts or contracts that, in
gendral, grneraie ymall gainy anad Very rarely
nave losses. Bur when they do have lowses, they
are huge. Thest poitiond made 3 manager'y
ViR leok good beconse Vill ignored the lim
lkelihood of giamt Joun, which could only
come aboin o the svens of o orue eataateophe.
A pood example wis o credi-defualt swap,
which |v eisentially inerance that & company
wan't defualt. The gains made from selling
ceedit-defaul swaps are snall and weeady —
and the chance of ever having ta pay off thai
msurdnce wus assumed to be minnacule. Trwus
outside the 99 percent probabilsry, sa it didn's
show up in the VaR numbisr. People didn't see
the size af those hidden positions lurking i
that | percent char WaRl didu't measure.

EVEN poEE eritical, o did ol progesly accoun:
far leveraze thar was eenplaved throwsh the use of
uption, For example, sasd Groz, if an sset man-
ager barmows motey 1 buy shares of 2 company,
the VaH would wually increare. Bun sy he instead
ENTETE into 8 contreet thar gives sormecne the right
o sell Ham those shates ab o |ower price at & biver
tinye — a put opuon. In that case. the Vall might
remin wichanped. Fram the ourside, be sould
bz s 1 he were wakang ne risk, baz in faer, he s
Li the share price of the company fufls eeepiy, he
will have kst 2 grear deal of mney, Grog lled
this practice "itutfing risk mto the tails”

At yor, inetead of demrisung Valt s worth-
iegi. most of the expern 1 ralled to debended b,
The issue, it seemed to me, was less what VaR
did and did noedo, but how viu thought shou
it Tuleh says that bessuse VaB didnd measurs
the 1 percent, it was worse than useless — it
was downrnight harmful. But most of the risk
experts saed mete waia preat deal w0 be saad for
being able to manags nek 99 pescent of the tme.
however imperizcthy, even thowgh &t meant vou
couldn't aceoumt bor the las | percem

“U you say thar all risk is unitmowable,” Gregs
Bertran saud, "you don's have the basis of any soet
of 4 bet oe 4 rade. You cannat bay and sell any-
thing unless you have some ides of the expecm-
tion of hew it will move.” 1n ather werds, i vou
spend all vesar tme thinking about bladk swans,
vou'll be 4o ral gverse vou'll never dooa trads
Brown puc it this saye YMNT™ — that is hew he
refers to Nassim Micholus Taleb — “my char |
percent wili dominate vour cateames. [ cthink the
other 99 percent does matter, Thare are things
fems ean do po comarel your nake To nos use Vil
it ny that Twon' care ik the 949 peTEnL,
in winch casr vou won't fave & buslness, That i
true even though you know the fate of the firm
is going 10 be derermined by some hege svert,
When you think abeut digssters, ill veal =2 rely
on 1s the disasters of the s, And yes you lnow
that it will be different b the huare, How do vou
plan for thar?”

One risk-model criue, Richard Bookseaber, 2
hedge-fund risk manager and author a1 “A Demon
of Our Own Design,”  Conninuid on Page 50
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ranted about VaR for 2 half-hour over dinner one
might, Then he finaliy sid, “If you por a gun w
iy head and asked me what my Gom’s risk was,
[ would use Vall” VaPl may have been a flawed
number, but it was the best number anyone had

crne up weh

O cowrse, the & | wai speaking i
wece, well, sxperm They had @ docp undec-
standing of risk modeling and all its inherent
limirations. They thoughr about it all the time,
Brown even thought VaR was good when the
numbers seemed “off,” or when ir srarted o
“miss” on a regular basis — it eicher meant that
thers was somethiog wrong with the way VaR
was being calculated, or i meant the marker
was no longer acting "normally™ Either way,
he said, it told you somiezhing useful.

“When T teach in.” Chrinapher Donobus,
the managing director of the rrsearch group at
the Global Association of Risli Professionals,
said, “I immediately go into the shortcomings.
You can’t calculare 2 VaR number and chink
you know gverything you need. On a day-to-
day basid [ don't care s much chat the VaR
i 42 1 care sboor where it was yesterday and
where it is going tomorrow. What direcrion is
ghe rinde going?™ Then e added, "Thet is prob-
ahiv another danger: because wa pur a dollar
suemvber to o, they attack 3 mrsning "

By "they,” Donohue meant everyone who
wasa't a risk manager or a risk expert. There
were the investors who saw the Vall numbers
in the annual reports but didn’t pay them che
least bit of acrention. There were the regula-
tors whi shept soundly in cae knowledgs chat,
chunks v Yal, they had the whole nlEﬂtl':'mE
pnder suaral, Thers were the boards whe
hesrd 2 Vall number once or rwice a Pear and
thowght it sunded good. Thers were chiel
enecugives like Ozl and Prince. There war
everyone, really, who, over time, Torgor that
the Vaft mumber wan only meant o describe
what happened 9% percent of the time. That
S50 millien wam't just the most you coubd
lnse 9% peycent of the wme, 1t was the feant
vou could Jose | percent of the time. In the
ubble, with cary profirs being mad=and rick
having been transformad fnto marhesmasical
concem, The resl meaning of eigk lud been for-
gotten, Instead of scoonmizing Vall bor signa
of impanding weobls, they wok combort in
a numbser gnd dmobled down, puting oo
money s tisk in the egpecuanon of buogper
gainy. “[¢ haz o do-with the bumen condi-
rion,” sud vne former risk manager. “Feople
liks to have one sumber they o E:d.iz'n: it

Beown rold me: “Vou sbenlurely could see n
coming: Yoo could sez the sk rang, Hoscy-
£r in the rwo years before the crunid hiz, instead
af preparing tor it the opposite woak placz m
sn excremo degree, The resl rrouble e gocinas
today i becanse of things thar ok plocz in
the rwe vesry before, wihen the fll measures

wore saving thar things were gecting bad.”

At mbst finmi, risk mansgers are ot ¥
ui “profit conters,” so they lack the dous of
the monsymakers on the trading deslis. Thar
wai gipecially crua a the il end of the bubble,
when Grms wese grabbeng [ar-every lut penay
of profi-

At the hegheoof the bubble, there wai do
much meoney 1o b= made thar any firm vha
pulled back beesuse it was nervous sbout risk
would fovsake buge dhorr-rerm gains snd love
ot b0 lods cdutioua riveln The facs thae Vol
didn't measure the possibility of an extreme
event was a blessing to the exccurives. It made
black swans all the easier 10 ignore. All the
incentives — profitn, CompenkaLion, plary,
pven job security — went in the direction of
wking oo more and more vk, even i you
half suspecred it would end badly. Adver all,
it would end badly for everyone e oo, A
the former Clrigroup chief executive Chared
Prince famousky put i, “As long a6 the music
iv playing, vou've gor ro get op amil danice.™ O,
ns John Maynard Keynes ooce wrote, s “sound
banker™ w one whe, “when he is riined, I
ruined in a convencional and orthodox way.”

MAYSE IT WouLD HAvE been different if the people
in charge had a betrer understanding of risk.
Maybe it would have helped if Wall Screet hadn't
turned VaR into sometlung it was never meant
to be. “If we stck with the Dennis Weatherstone
example,;” Ethan Berman says, “he recognized
thar he didnr have the cransparency o sk
thas he nesded to make 3 udgment. Valb gave
btz that, and he and his managers could make
judgments. To me, that i how it should wari.
The role of VaR is a6 ans inpor mio thas proceds
It b hezlthy for the lsead of the frm eo huve thar
kind of informarion. Bor people need o have
incentives oo give him shat informatitn.™

Which Trings: me back 1o Dand Yimar and
Goldman Sachs, “Voll is 3 weful tool” he sid
a5 pur isterview ws nearing it end *The more
liquad the amet, the berter the ronl. The more
hintory, the berrer the wl The loss of both,
the worse it (s It helps you gndecstand whas
o bt enpecy o happen oo a dady rsis o
an enyironmant thet b roughly the same We
hiaid o trade lau week in the morgage universe
where the Vol was $1 millon, The mme trade
aweek later had o Vail of 56 mlliss, T you ell
ime my rink fnent changed — [ ey ver ic ha!™
Tweo vears ugo, Vall ed bor Griddmian 5acha
the way |¢ ance worked for Deanis Weathes-
gtops — it give the firm 2 zgoat that allowed
it 1o miske 3 judgment about sk Jr wasn't the
enly jiﬂk buat it helped. brwnen't fuse the marh
that helped Goldman gdestep the early decline
of morrgapr-backed insoomente But it weasn'y
junt udsmeni siriee. Tt wax bach. The probdem
on Wall Sereet o the end of the houzing bubble
s that all jodgment was enrs ande, The math
alome wad pever oy to be snough

Like moer firma, Goldman does kave other
meidels 1o test o the [m tails. But even Giold-
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mun his been ceoght Par-footed by vhe crimu,
lm‘ﬁﬂm liquidity, mrning il inm =
bani ng company ind even, at one dire
moneent, strugpling to combat rumors thas i
would be the nexr o fall,

“The question : how exmreme is extreme?”
Vindar said. T hings thar wewould hrve thoughs
were o exrrerns have kappened, We used to iy,
Whae will happen if every aquity market i the
world gows iown by 30 perten ot the same time?
We waed so thiink of that 2 an egireme =venr—
sxopt st ml::h“ hrppm:d.h . Nothing sver

penn sl it happena for the firr ome"
hl‘ln];“n.id: dudn't mean voo couldn't us Mk
models to miff out risks. You jos had o know
that shess were viths they didn's miff out —
and be seer wipilant {or the dragons When
Wall Street sropped looking for drgone, nach-
ing wa going to save it Nat even Val. ®
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Report to
the Joint Committee on Government and Finance

Shana Phares

Acting Pharmaceutical Advocate

on behalf of

the West Virginia Pharmaceutical Cost Management Council
February 10, 2009



Primary Care Clinics who Recelved Grants to Establish 340b Pharmacies

Clinlc Seed Savings Number | Number | ROI
Grant scripts | patients

Clay Battelle Health Care Services | $60,000 new start 10/01/08 - $ 8,000.00 459 233 1.6

Blacksville annualized savings $96,000.00

Access Health $60.000 new start 02/01/08 $365,576.56 9,227 1,083 7.1

Lochgelly annuallzed savings $427,891.87

Preston-Taylor Health Services $65,000 $560,406.00 | 10,860 4177 886

Grafton

Family Care $80,000 $1.696,576.71 | 20,295 2815 | 28.3

Weirton




Prescription Drug Forums

February 12, 2009 Martinsburg

Business Roundtable at the Berkeley County Development Authority

Consumer Brown Bag Session at Shenandoah Valley Medical Services with
Patterson's Pharmacy
WVU - East
Weis Pharmacy

February 17, 2009 : Welrton

Business Roundtable at Wheeling - Nisshin Steel

Consumer Brown Bag Sesslon at the Weirton Holiday Inn with
Family Care
Kroger's
Rite-Ald
Tri-State Medical

February 18, 2009 Parkersburg

Consumer Brown Bag Session at the City Building with
CVS '
Phillips’ Pharmacy
Rite-Ald

February 19, 2009 Charleston

Business Roundtable at Unlon Carbide

Consumer Brown Bag Sassion at the University of Charleston School of Pharmacy
with
Rite Aid
University of Charleston
Wal-Mart



Comparison of State Allocations Under Origina! 2ud New Senate State Fiscal Sta bilization Foud

(S In thotzapds)
House and Original Sexace Neor Senpate Change
Jorisdiction Education General Purpose Education General Parpose Education Geueral Purpose Total
Alnbama $586,087 37101 $472,086 50 -$114,000 3374711 -$488,712
Alaska 92816 35,342 73,741 0 -19,075 -59.342 -78417
Arizona 793,689 507,441 653,974 0 -139,715 507,441 647,156
Arkansag 356,960 228220 287410 0 -69,54% -228,220 297,770
Cal:fornia 4,791,428 3063312 3,862,096 0 :929.332 -3.063372  .3.992 704
Colarado 603,971 385,145 490,621 o -113,350 -386,144 499,495
Canneetiew 438,098 280,096 351,950 0 86,148 -280,096 -366,244
Delawarg 107,442 68,692 87254 0 -20,188 68,652 -88,880
Disgtrct of Columbia 72,059 46,071 57,907 0 ~14,152 46,071 60,223
Florida 2,163,548 1,383.252 1,750 852 0 ~412.656 -1.383282  -1,795948
Georgia 1,219,704 719,568 995263 0 -224,53] -779.868  -1,004,399
Howmii 156,239 99,891 124,629 0 -31,610 -59,891 131,501
Idaho 194,791 124,539 15%,137 1} -35,654 124,539 -160,193
Mirois 1,655,266 1.058,285 1,332,613 0 -322,652 -1,038.285  .1,380,937
Indiam 810,835 518.403 652,626 0 -158,210 =518,403 676,612
lows 381612 243,982 306,156 0 =75,456 243,982 -319.438
Karmsag 360,661 230,537 290,631 H =70,031 -230,587 -300,617
Kerucky 525,127 336,121 421,911 0 -103.816 -336,121 439,937
Louisiara 576,411 368,525 455,408 0 121,006 -368,525% -489.531
Maine 157,907 100,857 125,690 0 32217 ~100,957 -133,174
Maryland 0,103 454,001 570,744 0 -135,360 454,001 -563,360
Massachnreeis 302,077 512,803 543,800 0 -158,277 -512,803 671,080
Michigan 1,299,621 830,905 1.036,623 0 ~262.998 -830,905 1,093,903
Mimmnesota 659,286 421,510 528,326 Y -129,%60 421,510 551,470
Mississippi 388,608 248 454 310,430 0 78,178 =248,454 -326,632
Missouri 742,393 474 645 396,625 Q ~145,769 474,645 620,413
Mantarma 119,885 76,647 96,183 0 -23,70! -76.647 -100,349
Nebraska 230,438 147,330 185,369 0 -45,070 -147,330 -192,39¢
Nevada 310,954 198,806 256,176 0 54,778 - 198,806 -253 584
New Hampshire 162,971 104,195 130,404 0 -32,567 -104,198 -136,762
New Jersey 1,075,587 687,671 854213 0 211,374 ~687,671 -899,045
New Mexico 235,763 163,521 206,167 0 -49,556 -163,521 213,117
New York 2,435,033 1,556,825 1,952,157 0 -A82,877 -1,336.828  .2,019,701
North Carolma 1,121,422 716,974 916,087 ¢ -205,365 716,974 922,339
North Dakota 84,742 54,180 67.913 0 -16,829 ~54,180 -71,009
Ohio 1,454,866 830,160 1,161,292 0 ~293.574 930,160  -1,223,734
Okleboma 464,661 290n 374354 0 50307 -297,079 -387.386
Oregon 455,764 291,390 358,668 o -§7.096 -291,390 378,485
Pennsylvania 1,542,132 985,954 1,236,992 o -305,141 985,554  -1.291,094
Rhode [sland 134,867 86,038 107,386 0 -27,181 -86035 113216
South Carolina 552,107 352,987 447,864 0 -104.244 352,987 457230
South Dakota 102,478 65518 82,476 [+ = 20,002 63,518 -85,520
Tennesses 751,156 434,084 613,108 0 -144,051 484,084 628,135
Texas 3,135,121 2,004,421 2,563,170 0 -571,981 -2,004.421 2,576,372
Utah 376,640 240 802 307.928 e -68,712 -240,802 +309,514
Vermon! 77,008 49,292 61,254 0 -15,843 49,292 -65,136
Virginia 966,558 617,964 TiB838 0 182,720 617,964 -803,684
Washingion 802,629 513,157 647,713 0 -154.857 -513,157 668,013
West Virgina 215407 138359 172,985 0 -43,423 -138,359 -181,781
Wiseonsin 708,940 453,256 568,448 g -130,492 453256 =593,748
Wyoming 66,137 42,288 532m 0 -12.84% 42285 -55,130
Puerto Rico 526,299 336,487 420,036 ¢ -106,263 -336,487 442,750
American Samaoa 60,238 38,513 48,750 0 -11,488 -38513 -50,000
Guzm 60,238 38,303 48,750 0 -11,488 -38.513 -50,000
Northem Marietta lalends 60,238 38513 48,750 Y -11,488 38513 ~50,000
_ Virgin Islands 60,238 38,513 48,750 0 10,488 -38513 -50
Total 539,024,738 524,950,242 $31,475,000 S0 -57,849,738 524,950,242  -$32,499,980

Copyright © 2009 FFIS Federal Funds Iuformation for Stater. All rights reserved.
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Consolidated Revised Edition as of 12/23/08
Capital Improvement Projects

{Ready to Start 180 days from approval)

by category

Construction Ready

Pags B Estimated Totai Cont
1 Water Sewer and Infrastructure 1.3 673,945,213 294%
2 Roads and Bridges 4.5 745,740,400 32 5%
3 Roads and bndges - Parkways Authority 6 224295 162 9 8%
4 Public Safety 7 48,949 246 21%
5 Puble Education 8 158,033,361 6 9%
8 Higher Education 9 215,531,166 94%
7 Recreation Projects 10 81 400,000 27%
8 Renovations 11-12 111,094 246 4 8%
9 Other 13 54.614.000 2 4%

Grand Total 2,293,603,794

Prepared by Siata Budge: Offhce
Revised 1272 22008

Capital Improvements by category

Renovations 4 8% (-
Racreallon Projects 2 7%

Highet Echucation 9 4%, .

e 1)
S

_ Water Sewer and bndras tructure
29 4%

Public Education 6 9%

Putblic Satety 2 1%

Roads and brklges Parkways
Authorlty 9 8%

Fminty andl Bridges 32 5%



Capital Improvements Project
(Ready to Start 180 days from approval)

Total Cost

Description of Project of Project
Water Sewer and Infrastructure

Broadbarid expanaion to schools, [brares, courthouses and skate agencies 40,000,000
Upper Dackers Creak Channel Sediment Removal {Preston County) 800,000
Coatwood Floodplain Restoration Phase |l (McDowel County) 110.000
Bud Streambank Stabilization (Wyeming County) 160,000
Snake Run Streem Restaration Project (Gresnbrier County) 160,000
Conway Lake Restoration Project (Tyler County) 300,000
Watsrine Extansicn for Micajzh Ridge, [tmann in Wyoming Co. 12,487,823
Walariine Extension for Santerson, Dutch Ridge in Kanawha Co. 2,748,000
Waterfing Extenaign for Miller Mountain in Webster Co. 2,860,000
Watstline Extansien for Dills, Widen tn Clay, Braxion Cas. 5.071,689
Waterline Extension for McMlion Ck, Muddlety Phasa IIA in Nicholag Co. 8,252,022
Watsrline Extension for Towm of Tetra Alta in Preston Co. 3,280,000
Waterfine Extansien for Brushy Fork., Spawlick, Amelds Run in Barbour Co. 2,385,000
Watsriine Extansion for Danese in Fayetis Ca. 10,489,647
Watsriine Extangion for Dingess in Mingo Co. 8.770,000
Elk Valley PSD (Phass [f) 9,138,180
Graater St Abans PSD (Phasa IIf) 8,704,000
Wayne. Town of 3,353,807
New Havan PSDiFayatts Co Comm (PHilla) 1.424.280
Wayne. Town of 12,762,772
Chelyan PSD 8,176,000
Graater Harrison County PSD 8,044.500
Grant, Town of 3,110.000
Kangwia Gounty Commission /RDAS (P2) 2,670,000
Preston County Sawer PSD 2,148,000
Logan Ceunty PSD (Dolfe & Leet) 3,300,000
Qibert, Town of 6,225,000
Crum PSD 8,193.000
Fountain PSD 3,976,009
Midland PSD 3,500,000
Lavaletts PSD 3,128,000
Bireh Rivar PSD 2,876,000
Shinnaton, City of (Phasa) 4,470,000
Readsvile, Town of 2,829,000
Enlarged Hepzibah PSD (ph [a) 3.400,000
Jane Lew PSD (Phase I} 6,887.000
Terra Alla, Town of 3,120.000
Marlinton, Town of 875,120
South Charieston Sanitary Board 5.800.000
Nuiter Fort, Town of 2,850,000
Sugar Greeit PSD 1,027,000
Sugar Creek PSD 3.080,000
Suger Creek PSD 1,550,000
Oskvale Road PSD 6,857,000
Kenawha County Commission / RDA 1.684,000
Lincoln PSD 3,500,000
Franifort PSD (Wikay Ford) 4,660,000
Buffalo Creek PSD 1,271,000
New Cumberiand, Clty of 784,000
Hardy Gounty PSD {Phass II) 978,000
Preston County PSD #4 4,185,000
Mason County PSD (Phase [1) 4,038,000
Naorth Becidey PSD (Phase llla) 4,831,042
Clarksburg Sarttary Board. City of 2,000,000
Scotts Run PSD 5.887,185

Prapared by Stats Bucige! Offica
Rewizod 1272302000



Total Cost

Dassription of Projact of Project
Central Hampshire RS 1,883,000
Berverly, Town of 1,749,000
Barrackvila, Town of 5.743,960
Preston Gounty Sewsr PSD 1,410,000
Kingmill Vatliey PSD 2.625,860
Nitro Regioral WW Utility, City of 2,265,000
Werthingten, Town of 1,850,000
Paa Ridge PSD 9,120,000
Shepherdsitwn, Comperatian of 9,127,000
Buffelo Creak PSD 5.282,000
Williamstown, City of 1,320,000
Becilay Sanftary Board 8,972,300
Bella Sanltary Board, Town of 2,388.700
Southwestem Water PSD 10,100,000
Central Barbour PSD 1,615,000
Pineville, Town of 4,440,800
Befington, Clly (Sewer) 2,885,000
Big Bend Puhlic Servica District 2,327,000
Elkins Clty (Watar) 28,085,000
Grantgvills, Town (VWater) 1,000,780
Hutionsvills Public Sarvice District (Phese 1 Sewar) 1,800,000
Philippl, Cly (Watsr) 7.731.400
Red Sulphur PSD (W) 2,000,000
MeDowell County PSD (Jolo Phasa ) (AML) 1,788,250
Sistarsvile, Clty (Water) 206,000
War, City (Phase V Watsr) 1,085.000
Cantral Boaz PSD (Water 1,400,000
Hughes River Water Board (Watsr) 128.000
Mingo County Redevelopment Authority (Weter) 335,000
Mimgo County PSD {Dingess Water) 2,617.500
Putnam PSD 3,867,800
Eastamn Wyoming PSD 8.860.000
Blue Ci. Watsrshed 2,400,000
Wabater Co. Commission 2.500,000
City of Summersvile 2,518,270
CentruyVolga PSD 2,389,000
Danese PSD - RL 80, 41, 10 8,500,000
Neftis-Letvagy PSD 13,000,000
Town of Davy 8,500,000
McDowsll County PSD 8,100,000
Town of Tunnelton 879,428
Masontown (Tavier Ridgs Rd) 431,000
Masontown (Rohr Road to Bull Rum) 710,000
Masontawn (N. Unieh Cemmunity Rd ) 1,154,000
Summit Park PSD 1.500,000
Windmill Gap 760,000
Uppar Kenawha Vellay PSD 921),480
Blue Wel PSD 1.337.226
Hodgesvile 215,854
McDowell Co. PSD 3,027,000
Bogne County PSD 889,080
Caomymunity of Douglas 358,000
Rivesvilla 3.377.383
Mineral County 5.800,000
Mullens 7.370.000
Bargons 2.700,000
Marian County 5,457,570
Hinton Brooks/Barksdals Sewear 3.544.000
Jim Ridge Phase li 1,808,000
Jane Low 8.867,600
Prentr Reed/Routs 6 Phase 1A Weter 2,237,500
Fayotte - New Haven PSD Stringtown Road Watar 2,228,000
Grant County 600.000
Brooks Cgunty 8,822.0600

Prapared by Stats Brcigw, Offs
Rexisad 1222005

T



Total Cost

Deseription of Projeat of Project
Upper Littis Harts Crealk Waterline Extsnsion 1,730.000
Matowan Thacker Branch Waterline Extension 1,780,000
Spantshburg Water 1,888,000
Greanvila-Wike! Water 3.200,000
Gaulay River PSD Rt 39 Summersvills Water 4,860,000
Kiime-Mazer Walsr Extansion 2.843,000
Pennzbaro 2.583,900
Norton-Harding- Jirmtowem PSD NortorvCoalton Phasse 11 5,413,000
Summarsville 5,888,000
US 3281 Creek Wateriino Exiension 8,183,000
Barbour County 2,000,000
Queen Sheala PSD Water System £50.000
Delharton Wastewater Collection & Treatment 7,800,000
Handley 630,200
Kanawha 2.547.000
Meadow Bridge 937.000
PawPaw 2.000.000
Tucker Cournty 949,500
Claywood Park PSD Newark Aras 2.275,000
Claywood Park PSD Water Extenslon 5.330.000
Albright Sewer Improvements 1,500,000
Alderson Phase [ Water Distribution 1,600,000
Bramwel Pinnacle Mountaln Water 1,500,000
Camden-on-Gauley 2,439,500
Camsron Phass Il Watar Ling 1.500,000
Fairview Water System Upgrado & Extansions 4.436,000
Flemington 4,700,000
Grantavile 2,200,300
Hamblaten 500,000
Catiageville Sewsar Extansion 2,600,000
Keyser Limestone RuniHollywood Roat 8.092,000
Notttrerest Lewis County Water Project 3,600,000
Madiaon 1.500.000
Capala-Upper Shannon Branch Sower 1,833.000
Marnongalia 5,787,185
Pax Town CreeiyHorss Creak Watsr Extansion 800,000
Peca Wastewaler System [mprovements 1.400.000
Reedy Water Systam 130.000
Plegsam Hill PSD Beatrico Water Extension 1,468,000
Sutton North Hifl Road Storm Sewar 500,000
Hamtick PSD Flackman Flats Phase [| Sewer 9,485,000
Unlon Water System Upgrade 748,000
Dianha Phase | Watsr Exterslon 2,500,000
West Hamlln Water Plant Upgrade 1,403,000
Western Wyoming Water Phasa 1A 6.050,000
Gibert-Horsepant Creek and Gibart Creek 4,843,000
Marsh Fork Watar Project 3,180,000
Page-Kincald PSD Robeon Westewatar Extonsion 5,260,000
Bergoo-Curtin Sewer 2.888 501
King Coal Highway Water & Sewer Servico 5,415,000
Otto Road & Vandals Water Exiension 2,780,000
Ciay County Phass Il Waterine Extension 2,600,000
Big Otter/Naho Waleriine Exiension 1,000,000
Clay Roana PSD [nterconnection with Tawn of Glay 2.500.000
Construtt a new operations faciiity for Bluefield Area Transit Public Transit 3,760.000
Jim Ridge Phasa 1 4,000,000
Jim Ridge Phasa [ 4,000,000
Total Water Sewer and Infrastructure 673,848,213

Promarad by St Buwdgat (fioa
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Total Cost

Description of Project of Project
Roads and Bridges

Coalffields Expresswey X324-52-19,14(04) 18.358.600
Coalfieids Expressway X324-52-19.14(05) 27,680,800
US Routa 35 99,500,000
Eagt Begily hypass U341-29-14.47 (03) 3,000,000
East Beckly bypass U341-18-14.47 {04) 27,000,000
Coridor H 89,800,000
Walker 12,000,000
Weat Virginia Route 10 58,300,000
West Virginia Routs 8 102,600,000
Mon/Fayatte Xway 46,000,000
Fairmant Connegtor 22,700,000
Moatsville Arch bridge 2,100,000
Rommney Bridge 10,400,000
Twalvepole Creek Bridge 18,600,000
Narth Martinsburg Falfng Run 18,000,000
Table Station Connector 10,400,000
Twelvepals Creek Side 1,100,000
Sundawner Bridge 1,400,000
Balton Bridge 2,300,000
King Comal Highway 33,800,000
Parkersburg St Marys WV Routs 2 8,200,600
Red Jacket to Mount View 34,000,000
[1."]o] 6,300,000
Davis Creek Bridge 700,000
Indlan Ridge Industrial Accass 2,600,000
Shssonvilter Drive 4,300,000
US Route 80 Cimbing Lang 2,800,000
EMifritz Run Branch 800,000
Dickaon Dam 1,600,000
Shepherd Branch 1,700,000
Fairmarnt Averue 1.600.000
Ralocated 38+1 2.000,000
Third Straet and Court Avenue 400,000
Blgle Avenue Interstats Connecticn 20.000,000
Winfleld Toll Bridge 20,000,000
Stalngker Run 1,300,000
Motar Arch Branch 1.100.000
Spruce Run Branch 200,000
Dry Branen 800,000
Holly Grove 1,200,000
Middle Fork 1,000,000
Jarrels 500,000
Tonys Cresk 500,000
Queen Shoals 400,000
Arlen Slab 500,000
Paxtan Lower Five Mia 500.000
Spring Fork 800,000
Edens Fork Porry Truss 800,600
Guthrie Arch 800,000
Granny Cresk 500,000
Mud Fork £00,000
Lower Rur Arch 600,000
Dave's Auto Argh 600,000
Whiting Elsciric Arch 800.000
McKown Crealc Arch 600.000
Sayre Farm 500.000
Stone Lick Craek 1.800.000
Pina Cresk §00,000
Little Track Fork 600.000
Barmry Run 600,000
W. Robey Arch 1,100,000

Propared by Stem Burigel Ofkes
Ranvigad | 22032000
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Description of Project of Project
Long Run 800,000
Anmoote Precast 600,000
[rontrem Glrder 800,000
Fourpole Creek Bridge 500,000
Skygusly Bridgae 800,000
Berwind Loop Bridge 800,000
Townhall Bridge 400,000
South Roselawn Straet 400.000
House Creak Bridge # 5 400,000
Linkous Park Bridge 600,000
Clstvllis Channe! Beam 400,000
Blake Bridge 400,000
Wyco Hellow Arch 400,000
Tug Neck 400,000
Pators Creek 50,000
Reese Bridge 800,000
Indian Bridge 800.000
Sinking Cresk 800,000
Gum Strest 600,000
Scrabble Cresk 600,000
Meadow River 600,000
Sewell Craek 500,000
Sunlight 500,000
Greenbriar 600,000
White Buck 500,000
Spring Creel 600,000
Bemis Truss 1.800.000
Deer Run Park 500,000
Lower Mingo 1.160.000
Rough Run 800,000
Howell Truss 14,400,000
Patrick Creak 200,000
Huntington Steel Bridge 500,000
Turkey Creek 1,000,000
Asatford Nellls Stidg 200,000
Faftplain Interstats connector 3.000.000
Whesling Tunnel 3.000.000
Stonecoal Creek Branch 600.000
Couniy Route 14 gvarpass 600,000
Worlz Avenue Bridge 200,000
Westovar Bridge 1,100,000
Miller Road 400,000
Cedar Cresl bridge 200.000
County Route 28 bridge 200,000
Buck Run Roed 300,000
Wolf Run Road 200.000
County Routs 26 OP 300,000
Intersiate 77 / US 50 Interatats connector 400,000
Worthington Cregk §00.000
WV Route 31 OP 200,000
Wilamsiown interstate connector 200,000
Lawrel Run beidge 800,000
Littio Kemeawha River bridge 1,600,000
Ofl Creak Braneih 800,000
Wallback interstate connector 800.000
RWIS 800,000
Signal US Route 119 300,000
Signal US Rowta 19 600,000
Fort HH bridge and ramps 12.060,0600
Cheat Lake hridgs 5,000,000
Stiping of roads 10,100,000
Signal WV Routa 20 200,000
Signal WV Routa 2 300,000
Total Roads and Bridges 745,746,499

Progezred by S Budget Offics
Rovise (20232009
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Tote) Cost

Dascription of Projest of Project
Roads and Bridges - Parkways Authority

NB. 43.7- 47.9 11.7 Lans Miles - Pavemant Rehab 10,342,465
SB. 46.8 - 42.0 12.4 Lano Mias - Pavement Rehab 10,114,104
8B 42.0-40.7 3.3 Lano Mies - Pavament Rehan 4,484,608
SB 35.0 - 302 13.2 Lane Milea - Pavenent Rehab 16,219,680
§B5§5.8-666 0.0 Lane Miles - Pavement Rehab 4,070,189
NBE8.0-780 23.3 Lane Miles - Pavement Rehab 19,340,623
8B 73.8-68.0 16.7 Lane Mies - Pavemnant Rahab 16,019,114
NB352-40.7 13.7 Lena Mies - Pavement Rehab 10,686,800
NB824-884 15 Lane Miles - Pavemant Rehab 168,946,387
8889.4-824 15.7 Lane Mies - Pavernent Rehab 16,631,681
NB§9.4-85. 119 Lene Mles - Pavament Rahab 18,131.118
SB95.-89.4 136 Lane Mlles - Pavement Rehab 16,121.308
Bluestone Bridgs Patnting 4,000,000
Yeager Bridge Paintng 1,000,000
Backisy Widening Project 70,000,000
Total Roads and Bridges - Pariways Authority 224,209,162

Prirpzmed by Blals Hedget Ofion
Ferebrod 120202008

Bol13



Total Cost

Description of Projeot of Project
Public Safety

Huttonsville Correttional Canter wark camp 1,600,000
Hutiansvile Comectional Center sewage upgrade 313,248
Anthony Camrectional Cermter water project 450,000
Mt. Ofive Carrectional Certar 8,000,000
Martinaburg Cormrecfienal Canter expansion 600,000
Martinsburg Correctional Canter aleetrit locking eystem 321.000
Coonakin Armary HVACElscirical Upgrade 189,000
Gassaway Armory Upgrads 3,300,000
Mult-Budiding Roof Reptaca, Camp Dawson 180,000
Femily Lifo Center Addltiona) Buflding 1.800,000
Eastem Star House Upgrade and Shalter Relocation 450,000
Asbestos ahatement various kocatlons 200,000
Ammory Roof Replacement Various Locations 1.100,000
Qlen Jesn Acoustic Upgrade 110,000
Texiway Exterglon - Martinsburg 16,500,000
Avionis Shop Upgrada - Martinsburg 5,000,000
Roancke tower construction microwsv ¢ and IRP slte 728,000
Mingo towar construction microwave and IRO aita 725,000
Grenbriar Mountain tower construction microwave and IRP sits 725,000
Gaulgy Meuntain tower construction microwave and IRP sita 725,000
Pennsboro tower construction microwava and IRP sits 725,000
Qther infrastructurs sites to make fully functional (12 sitas) 2640,000
Total Public Safoty 48,949,248

Propared by Swain Budget O
Reotsad 128220008
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Total Cost

A3

Descriptian of Projeat of Projoct
Public Education
WA School for the Deaf & Blind Campun Wida Pavement 381,731
Tero new elevatora - Elemantary Deaf Dorm, Physical Education Bullding 249,000
Additions 7 Renevations at three elamentary schools 20,100,000
Greenbriar West High Schoal 16,743,956
Harls PK-8 School 7,343,620
New Middle School 0,248,844
New High School 20,585,311
New High School 53.124,000
New High Schogl 31,300,000
Total Public Education 158,033,361

Prapared by Stats Burigat Offios
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Total Cast

Dessription of Project of Project
Higher Education

Blusfield State College — Upgraded Roatway and Parking Lot 7,000,000
Bluefiald State College — Window Replacements 400,600
Bluefisld State College —~ Basic Sclence Cyber Café 600.000
Concord University -- Addition-Science Building for Math & Science Depariments-E&G Bullding 3,000,000
Concord University — Replacament of Physical Plant Bullding-E&Q Building 209,540
Coneord Univaraiy — [nstructional classroom fegiitv-University Point Bulding-E&G Portion 2.881.813
Cancord University ~ Auxdilary faeilitfes-University Point Bullding-Auxiary Portion 2.861.813
Eastern West Virminia Communtity end Technical Colieye — Accass read to now faciity which will be complatsd 1.850,000
Fatrmont State University & Plarpont Community & Technical College - Infrastruchire - Reining Walls 125,000
Falrmont State University & Piamont Community & Technical Collete - Collene Apartments Roof Renewal 150,000
QGlemvilia Stets College - Student Residance Hall 25.000.000
Glenville State Gollege - Health, Welness, Education and Comvocation Center 30.000,000
Qlemville State Collage - Now Physical Plant Facilty 2.500.000
Shepherd Univarsity — Visual Arts Proje<t Phasa 2 and Damolish Sara Cres Hall 14,372,000
Shepherd Universily —~ Visual Arts Praject Phase 3 31.000.000
Shapherd Universlly ~ New Mantertanca Facility and demalish oid bams 8.001,000
Shephard University — Pedestrian Bridge across Route 480 1,400.000
Shepherd University ~ Parking Structure - Awdfery Enternrises 10,000.000
West Viminia State University ~ Sswar Lines Campus Wide 1,000,000
West Virrinig: State Univeralty — Water Lines Replacamsant Campus Wide 1.040.000
Waest Viminia State Univaersity —~ Campus Information Center 1.000,000
Wast Viminia State University — Telecommunications Network and Infrastructurs - Camous Wide 1,000.650
West Viginia Unhveraity - White Hall complsts renovation for Physics 30.000.000
West Virinia Univarsty » Child Learming Center and Nursery School 8.000.000
West Virginia Universlty (HSC) - Research Laboratories 3,200,000
West Viginia Univeraity (HSC) - Simulaion Centar, Phass I 12,000,000
Wesl Virginia Univeralty (HSC) - Biomedieal Resaarch Facility, 18t Floor BuBld out 8.630.000
West Virginla Univeraity (HSC) - Biomsadical Research Facliity, Ground Floar BuBd out 6,500,000
West Virginia University Institute of Technology - Coed Buildlng demoktion 1.000.000
West Virginia University Institute of Technology CTC - Diesel Garage 2,500,000
Total Higher Education 215,831,164

Bropared by Siale Budge Ofcy
Rerrimen] 1272252000
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Deagription of Project

Total Cast
of Projest

Recreation Projects

Fairmont State University & Plerpont Community & Technical College - Infrastructure - Roadway to Tennis Courts

& Tannis Cowrts Restaface
Wes! Liberty Statas College — New Softhall Camplenx

West Libarty State Collage — New Lights. Stedhon and Pressbox for Athletic! Recreation Center
West Viminla State Univaraity — Fleming Hall Renovation and Addition
West Virginia State University — Lakin Flald renovation {seating locker room, restrooms, etc)

West Virginia Universfly - Waonten's Seecer practics fiald
West Virginta Univarsity - Basketball Practios Facilty
Total Recreation Projecta

Proared by Biato Budgel Offins
Rexinod T2ZEE008
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350,000
8,000,000
25.000,000
600,000
3.200.000
28,000,000
61,400,000



Total Cost

Description of Projest of Project
Renovations

Bluefiald State College ~ Baslc Seisncs HVAC Upgrade 850,000
Bluefield Stata Callage - Repainting Campuses Bulldings 575,000
Concord University ~ Renavations Carter Hal-E&G Building 2,800,000
Concord Univeraily — Window Replacement-Library-E&G Bulding €00,000
Contord University -- Retiovations Fine Arts Buflding-E&G Buliding 3.000.000
Concord Univeralty — Renovations to HYAC, electrical, and plumbing for E&G buildings 3.133.689
Cancord Universstiy ~ Presidents House-E80 Bullding 348.008
Concord University — Replecemeant Mersh Hall Roof for Eneray Improvemant-E&G Building 240.000
Contord University — Renovations Studsnt Canter Bulding-Awdlizry Building 2.000,000
Concard Universify — Rengvations to HVAC, electrical, and plumbing for Awdiary buildnes 1,343,009
Concard University — Window replacemant-Wilson & Woodall Hall 340,000
Feirment Stats Univerally & Pierpont Communtty & Technical Coliege - Folkdlfe Gentar Renovations 1,750,000
Fatrmont State University & Plarpont Cammunity & Technical College - Robert C Byrd Asrospace Centar - Fire £00.000
Suppression

FakmmsmmUdvmaﬂy&Phpthmmmﬂy&Technhalcouega-RthBrdAammCmdm- 280,000
Rengvations

Fairmant State Univarsity & Plerpont Commmumity & Technical Callage - Feastar Canter Steps & Elevator & HVAC 2,000,000
Feaimmont State Univeratty & Pierpont Community & Technical College - Hardway Hall Restoration 400,000
Fairment State Univeraity & Plerpont Commumity & Technical College - IT Emorgency Batk-up 400.000
FatrmmﬂSIa‘taUnivarsiw&PlarpontCmmﬁm&Tammea]Coﬂeﬂe-HumHaugrdHaﬂGlmme 260,000
Fairmon? State University & Plarpont Communfy & Technical Callegs - Residense Halls (Morrow, Pence, 2100,000
Pricherd & College Apartments) - Life Safaty Fire Suppression {Awdiaries)

Fairmont Stete University & Pierpont Communily & Teehnical Collage - Gollege Apartments Carpet Upgrades 200,000
(Auwdiaries)

Glenville Stete Colege - Expansion of Dining Area - Molichan Campus Commumity Center 250,000
Qlanville Stats Collage - Renovation of Comectians Tralning Facily 2,500,000
Marghall Univaralty-Corbly Hall Chiller Replacament 325,000
Marahatt Univarsity- Twin Towers Complex RenovationUpgrade (Awdiiary) 1,700.000
Marshall Universily-Buskirk HallRenovation/Upgrade (Auxiiaty) 250,000
Marghal University- Holderby Hall Renovation/Upgrade [Awdiary) 3.400.000
Maranall University-Student Ctr. HVAC Replacement {Auxiliary) 1.285,000
New River Community and Technical College ~ Reroofing at Nicholas County; project is on AR 9 rapert with 450,000
mmmam.nmﬂﬂmwmmmmﬂymgoummsmm

New River Cammunity and Technical Coliege — Reroofing at Greenbriar Valley Student Activites Buliding; project 435.000

m&wmmmmmdmﬂmwmﬁsmmmafwmmma
stand alone project for $438,000

New River Community and Technical College ~ Concrats floar replacement of Greenhrier Hall; prejected included 200.000
on ARS report
New River Community and Technical College — VN Distance Learming network providing the electranic 800,000

mmwmmmmmm-mmmmwammmm
mlﬁ&lﬁnﬂngofeppmmmlyﬁm.moﬁoma!edamlmalllmant

Shepherd Unhvaraity ~ Classroom HVAC replacement Frank Centor 700,000
Shepherd University — Classroom HVAG replacement Snyder Hall 700.000
Shephard University - Energy Saving Windows Whits Hall 300,000
Shepherd University - Enargy Saving Windows Snyder Hall 400,000
Shephard University — Energy Saving Windows Stutzman Slonaker 300,000
Shepherd Universtty — Enargy Saving Windows [kenbarry Hal 250,000
Shepherd Univarsity - Snyder Annax Renovalion 500,000
West Liberly State Colloge ~ Upgrade of Main Hall HVAC Systam 2.800,000
Waest Liberty State College — New Roof on Blamik Hall 380,000
Weat Liberty State College ~ New Elevators for Beta, Krisa, and Hughes Dorms 376,000
West | berty State Colisge - New Bathrooms in Rogers Hall 450,000
Wast Virginia Nerthern Comrmumity College - Cemplation of Education Canter - Classroom Remediation * 7,004,812
West Virginia Narthemn Cemmuntly College - B&O Boller Replaeament 118,000
West Virginia Northern Community College - Welrton RTU's *** 127.C00
Woest Virginia Northern Community Callege - New Martinsvils Roof & RTU's raplacerent 335,000
West Virginia Narthern Community Callsge - B&O Elsvators Replacement 225,000
West Virgints Northern Cemmunity Collega - EC Front Plaza 250,000

Proparod by Stxts Budgat Divlos
Rawised 1202072008
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Total Cost
Description of Project of Prolect
West Virginia Schoaf of Osteopathic Medicine — Phase Il HVAG Replacement in Buflding B (Mah Bulding} and 3,500,000
Buildirg C (Old Clirtts) This Is 2 deferred malntenancs project that was included In qur 2010 Capital budgst
Request and was on the HEPC agenda last year bafore i was pulled to usa that monay for the construction of our
Cemiar for Clinical Evaluation,

Weat Virginta State University — Wallace Hell Renovation 2,400.000
West Virnginia State University — Davis Fine Arta Renovation 2,250,000
Weast Virginia State University ~ HII Hall Renovations §00.000
Wost Virginia State University — Ferguson Lincoln Addiflon and Renovation 3.200,000
Wast Virgina Stats University — Campus Wids Classroom Lighting 300,000
Wast Virginia State University ~ Campes Wide Restroom Upgrads 500,000
Woest Virginia State University — Forrell Hell Renovations 2,000,000
West Virginia State University ~ HVAC Upgrade - Hil Hall Faculty Office Bullding 300.000
Waest Virginta State University — Sgrinider Syatem Required by Code - Sullivan Hall East and West 400,000
Wes! Virginta State University — Elevator Replacement - Sullvan Hall East and Wast 700,000
Waest Virginia State University — Elevator - Hill Hall 200,000
West Virgida Stats Universfly -- Replace Chillers - Ferrell Hal 200,000
West Virginia State Universiy ~ Replace Water Lines and Headars - Campus Wids 500,000
West Virginiz State University — Sulliven Hall Renovation (windows, HVAC, roof, etc) 1,300.000
West Virginia State University — Gora Hal Renovations 3,000,000
West Virginta Universtty - Dadisman ranovation 7,800,000
West Virginla University - Downtown Zons Shop for facilities support 2,100,000
West Virginia Univorsity - Summit Dining renovation and expansion to support e domitory 3,600,000
West Virginia Univereity - Restoration of Woodbum Hall fagade and roof 750,000
WU - Campus Roo? Safety 400,000
Potomac Stats Collegs of West Virginia Universily - Adminlstration Bulding steps and porch replacemant 130,000
Potamac Stats College of West Virginia University - Academy Hall bofer replacament 180,000
Potomac State Coflege of West Virginia University - Librery Fagade Upgrade witk Interior ModHication/Fagade 841,508
Sito Improvemants/Library Parking & Walkway Sits Improvernenis

Wast Virginta Universlty - College Park Demolltion £00.000
Woeat Virginia University (HSC) - Upgrede Cooling Towers - HSC North 750,000
West Virginia University (HSC} - Replaca Monmotth systam Health Sciancas Addiion 1,000.000
West Virginia University (HSC) - Emergency Power Upgrade 250,000
West Virginia Univarsity (HSC) - Charleston Flre and Life Satety Upgredes 150,000
West Virginta University (HSC) - Classroom Renovations 1,070.000
West Virginia University Instituto of Technology - COBE and Vining Library Hurnidity Corttrol 250,000
West Viginia Univorsity Inatittte of Technology - COBE watar remediation 300.000
West Virginla Univeraity Institite of Technology GTC - Davis Hall Roof 280,000
West Vimginia University Institite of Technology GTC - Davis Hall Transformer Repiecemsnt 140,000
Phillp Berbour HS - Facility Connectors 385,616
Maysvills EL - HVAC, Window, Celling Replacaments 863,731
Frankford EL - HYAC. DDC and Elecirical Replacements and Upgrades 1,019,130
Caresr Centsr - HVAC and Gontrol Replacament 743,881
Ripley HS - Sciance Lab and Lecture Classrooms 834.050
Fiimn EL - MP Room Addltion and Entry and Sprinkiar Renovations 1.010,000
Hamiin ProKrCariral Office - Sprinkler, FA, lighting, HVAG Units 149.468
Fire Code Carmrections at Six Schoals 213,000
Ceantar McMechen EL -~ HYAC Replacement 780,161
Rocsevalt EL - HVAC, Electrical, Firs Suppression, Cefling Ties 1,263.889
Various Renovations - 10 Schools 610.279
Frankfort MS, Keyser Prim/MS & Gareer Cenler - Cooling Towar Renovation. 417,858
Burch HS - Enclosad Connector 197,118
Mountainview EL - Replacemant of Fresh Alr Units 247,628
Berkelay Springs HS - HVAC and Lighting - Arts & Humanities Bldg. 361,368
Alr-Canditioning - Four Schools 574,780
Praston HS - Imtarior Renovations for Moistuta Condltions 381,810
Woodrow Wilsen HS « HVAC 8 Electrical Upgradas in Gynmnastum 1,867,400
Homestsad EL - Plumbing and Elecirical Upgrades 1.467,050
Spencer MS - Fire Code Corrections & tnatallation of Grease Trep 1,018,491
Hintton Area EL - Elavator Instalation 005,872
Anna Jarvis EL - HYAC. DDC, New Chiller, New Boilers & Exhaust Fans 1,000,000
Buckhannan Academy EL - HYAC Renovations 899,733
Long Drain - HYAC Rengvations 828,025
Wit Co. MS - New Entranca and Restrooms at Rear of Fecility 640,833
Total Renovation Projecta 111,084,249

Propared by State Bagget (Moo
Rewteod 1212372008



Total Cost

Doscription of Project cof Project
Other

East & Wes! wing exterior restorafion 5,600,000
Bufiding 5 10th flogr renovation 4.400,000
Buliding 1 restroem renovation 3.000,000
Building 1 siectrical upgrade 2,500,000
Budldings 8, 8, 7 courlyard electricat expansion 1,300,000
Bullding 4 window replacamant 1,200,000
Bulldings 5, 8, 7 roof replacement 800.030
Berkeloy Springs Bathhouse ranovation 2.260.000
Blackwater Lodge Roof 120,000
Cacapon Lodge Reaf 120,000
Cenaan Golf Dramage 480,000
Cass Company Store Boller Z34.000
Temlnson Run pool renovation 820,000
Cass clubhouse renovation 350.000
Chiet Logan recreation canter construction 2.000.000
Twin Falls Lodge Expanaion 4,600,000
Bluestone Pool Bathhousa replacemen 300,000
In houss systemwide picnic table fabrication and replacement program 200,000
Nummmsm-mdaMhmmmmW,mdmm 500,000
asscciated faciliies tor recreationel boating and fishing access in the Clty of Nitro, WV

Watters Smith pool rengwation 480,600
US Fish & Wikilife Consarvation Stimulus-temporary job crestion in address substantial baciiog of unmet £.000,000
maintenanca nead in widife managsment areas. fish hatcherias, access sites, shooling ranges, efc.

Veterans Cametary 14,700,000
FEMA DR 1608 1,250,000
FEMA DR 1769 1,600,000
PDM 09 200,000
Total Other 54,814,000
Grand Tota) 2,293,600,794

Profusted by Sixta Budger (Offics
Rewrsad 127232008
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7/1/2004 35,868 18,928 $774 54 80.0% $3,095.66
7/1/2005 36,230 19,397 3,112 $669 73 83.6% $3,404.65
7/1/2006 35,689 20,026 3,551 $564.51 86.8% $3,700 19
7/1/2007 35,873 20,514 3,658 $13276 | 97 0% $4,203.30
7/1/2008 35,491 20,812 3,863 $737.97 | 84.2% $3,939.06
7/1/2004 19,313 26,050 1,628 §5.013.20 22.2% §1,427.48
7/1/2005 17,728 26,751 3,521 $4,060.35 24.6% $1,627.36
7/1/2006 18,633 27,389 3,387 §4,7003.41 31.6% $2,174.46
7/1/2007 19,529 28,040 3,259 $3.4T6.72 51 3% $3,665 99
7/1/2008 35,219 28,522 1,761 §4,134.70 50.0% $4,133.88
71/2004 237 | 622 5 $344.04 | 258% $118.08
7/1/2005 213 637 7 $124 04 74.4% $361.39
7/1/2006 204 645 _ 8 $54 03 89.3% | $452.79
7/1/2007 161 651 7 $14 38 97.3% $513.01
7/1/2008 173 662 10 $88.44 83.9% $459.18
7/1/2004 380 6 0 §222 90.0% $19.88
7/1/2005 401 _ 6 1 $0.75 | 97.1% $25.30
71112006 431 7 7 $281 | 916% 530.75
7/1/2007 449 _ 8 3 $0.44 98.9% $40.35
71112008 455 12 5 $9.82 80.9% $41.56
7/1/2004 70 58 3 §22.22 74.1% $63.56
7/1/2005 70 54 3 L $15.77 82.6% $74.76
7/1/2006 69 53 3 . $5.89 93.6% $85 93
7/1/2007 71 53 2 | is811) 108.4% $104.13
7/1/2008 71 49 2 | {$2.22) 102.3% $100.19
7/1/2004 811 145 i 33 . $2804 GB.0% $59.72
7/1/2005 835 162 35 L $2017 70.3% $68.91
7/1/2006 866 183 41 | $2585 75 1% $77.90
7/1/2007 893 167 46 . $15.74 85 7% $93 98
7/1/2008 913 227 _ 47 $29.89 75.0% $89.85
7/1/2008 475 0 . 3 | $5.53 73.9% $15.68
7/1/2004 21,517 /A N/A N/A N/A 544 71
7/1/2005 20,773 N/A N/A N/A N/A $645 73
7/1/2006 19,602 N/A N/A N/A N/A $748 30
2007 19,164 N/A N/A N/A N/A 3907 85
7/1/2008 5,155 0 N/A N/A N/A $255.43
$5,004.13 $9,034.83

* Plan assets as a parcen! of Actianal Accrusd Liabiies




INTERIM COMMITTEE REPORTS — 2008

Agriculture and Agri-business Committee (Senator Edgell and Delegate Stemple, Chairs)

Joint Standing Committee on Finance (Senator Helmick and Delegate White, Chairs)

Forest Management Review Commission (Senator Helmick and Delegate Crosier, Chairs)

Joint Standing Commiitee on Government Organization (Senator Bowman and Delegate Morgan, Chairs)

Park, Recreation and Natural Resources Subcommittee (Senator Fanning, Chair; Delegate Eldridge and
Delegate Wells, Cochairs)

Joint Standing Committee on Pensions and Retirement (Senator Foster and Delegate Spencer, Chairs)

Select Committee B - Veterans® Issues (Senator Hunter and Delegate Fleischauer, Chairs)

Select Committee C - Infrastructure (Senator Unger and Delegate Hrutkay, Chairs)

Select Committee D - Health (Senator Prezioso and Delegate Perdue, Chairs)

Select Committee E - Broadband (Senator Unger and Delegate Browning, Chairs)

Select Committee F - Volunteer Fire Departiments (Senator Chafin and Delegate Caputo, Chairs)

Legislatlve Oversight Commission on Workforce Investment for Economic Development
(Senator McCabe and Delegate Tucker, Chairs)

NOTE: The following reports are attached but were nort available for distribution at the meeting:

Legislative Oversight Commission on Health and Human Resources Accountability (Senator
Prezioso and Delegate Perdue, Chairs) ]
Commission on Interstate Cooperation (Senator Jenkins and Delegate Pino, Chairs)



WEST VIRGINIA LEQISLATURE
STATE CAPITOL
CHARLESTON, WEST VIRQINIA 26308

Interim Committee on Agriculture & Agribusiness

Interim Report to the Joint Committee on Government and Finance

February 10, 2009
Senate Members House Members
Senator Edgell, Chair Delegato Stemple, Chair
Senator Bailey Delegate Talbot, Vice Chair
Senator Bames Delegate Anderson
Senator Facemyer Delegate Argento
Senator Hunter Delegate Evans
Secnator Love Delegate Pethtel
Delegate Schoen
Delegate Swartzmiller
Delegate Tabb
Delegate Beach (Nenvoting)
Delegate Miller (Nonvoting)
Delegate Proudfoot (Nonvoting)

Delegate Williams (Nonvoting)

Introduction

During the 2008-2009 interim, the Joint Committee on Government and Finance did not
direct a study resolution fo the interim Committee on Agriculture and Agribusiness for
consideration.

The Commiftee heard testimony on several topics, including: animals quarantined and
destroyed by the Commissioner of Agriculture; the Food, Conservation and Energy Act of 2008;

land owner incentives to promote hunting; coyote destruction programs; and the use of switch grass
as an alternative energy source.

Site Visitation

During the September interims, a site visitation was conducted at Lambert's Vintage Wine,



where the committee observed the wine making process; the West Virginia State Fire Academy,
where the commitiee toured the new, state of the art, training facilities; and Jackson’s Mill, where
the committee toured the recently remolded facilities.

Interim Legislation

The committee recommends the following legislation for passage during the 2009 Regular
Session.

A bill that removes outdated provisions from the code regarding the registration of male
breeding animals. Enacted in 1923, the provisions are no longer being used.

A bill that removes outdated provisions from the code regarding the regulation of
vinegars. The Food and Drug Administration regulates vinegars.

A bill that removes outdated provisions from the code regarding the tree fruit self-
improvement act. This initiative was sunset in 1998.

A bill to update language pertaining to indemnity for the death of diseased or infected
animals; deleting outdated amounts paid to appraisers and arbitrators for services rendered; and
disposing of dead domesticated animals.

Conclusigns

The Committee requested additional information from several of the aforementioned
presenters and all handouts and information contained in the minutes for the meetings are on file
in the office of the Interim Committee on Agriculture & Agribusiness.

Respectfully Submitted,

‘ﬂwjmyrﬁ\

Delegate Joe Talbot, Co-Vice Chair
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H. B.
(By Delegates Talbot, Argento, Pethtel, Swartzmiller, Tabb,
Beach, Williams, aAnderson, BEvans, Schoen and C. Miller)

[Introduced , 2009]

A BILL to repeal §19-22-1, §19-22-2, §19-22-3, §19-22~4, §19-22-5,
§19-22-6 and §18-22-7 of the Code of West Virginia, 1931, as
amended; relating to vinegars.

Be it enacted by the Legislature of West Virglinia:

§1. Repeal of article regulating vinegars.

§19-22-1, §19-22-2, §19-22-3, §19-22-4, §19-22-5, §19-22-6 and
§19-22-7 of the code of West Virginia, 1931, as amended, are
repealed.

Note: This bill removes outdated provisions from the code. The
Federal Food and Drug Administration regulates vinegars.

adopted by the Interim Committee oOn Agriculture and
Agribusiness.
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H. B.
(By Delegates Talbot, Argento, Pethtel, Swartzmiller, Tabb,
Beach, Williams, Anderson, Evans, Schoen and C. Miller)

[Introduced ,2009]

A BILL to repeal §19-10-~1, §19-10-2, §19-10-3, §18-10-4, §19-10-5,
§19-10-6, §19-10-7, §19-10-8, §19-10-9, §19-10-10, §19-10-11,
8§19-10~-12 and §19-10-13 cf the Code of West Virginia, 1931, as
amended; relating to male breeding animals.

Be it enacted by the Legislature of West Virginia:

§1. Repeal of article regulating male breeding animals.

§19-10-1, §19-10-2, §19-10-3, §19-10-4, $§19-10-5, $§19-10-6,
§19-10-7, §19-10-8, §19-10-9, §19-10-1C, $1%-10-11, §19-10-12 and
§19-10-13 of the code of West Virginia, 1931, as amended, are
repealed.

Note: This bill removes outdated provisions from the code.
Enacted in 1923, the provisions are no longer being used.

Adopted by the Interim Committee on Agriculture and
Agribusiness.
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E.B.
(By Delegates Talbot, Argento, Pethtel, Swartzmiller, Tabb,
Beach, Williams, Anderson, Evans, Schoen and C. Miller)

[Introduced ,2009]

A BILL to repeal §19-2G-1, §19-2G-2, §19-2G-3, §19-2G-6, §19-2G-7,
§19-26-9 and §19-2G-10 of the Code of West Virginia, 1931, as
amended; relating to the tree fruit industry self-improvement
act of 1984.

Be it enacted by the Legislature of West Virginia:

§1. Repeal of article creating the tree fruit industry self-
improvement act of 1984.

§19-2G-1, §19-2G-2, §19-2G-3, §19-2G-6, §19-2G-7, §19-2G-% and
§19-2G6-10 of the code of West Virginia, 1931, as amended, are
repealed.

Note: This bill removes outdated provisions from the code.
This initiative was sunset in 1998.

Adopted by the Interim Committee on Agriculture and
Agribusiness.
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Senate Bill No. / House Bill No.

(By **)

S G DOMESTIC

TA OF DISEASED ANIMALS
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.owmers owner be indemnified as herelnafter provided

shall be effective for a period of two years from the date thereof.
All such animals, for which indemnity is claimed by the owner,

shall be appraised before being staughtered; euthanized, and the
Provided

euthanized by the owner or any person

such an agreement and apprailsal first

this chapter.

§19-9-29. When right of indem

th a communicable disease;

A

(d) When the owner has been guilty of negligence or carelessly

exposed such animals to a communicable disease;_and



10

11

12

13

L4

15

16

17

18

19

20

21

22

23

24

T A
CLIarsy o &

.

e . ] = g LI L] L] e - -~
UL Iars,; Lo —a MNMONMIegrsStoliTu swimre—twenty—iIve

L L - Wl b | L B ) = g P N - al 1. .y e i
regtstered—sw.:.“c forty dodiarsy Lo @ JWWNISYLSLELlTd SIS eIl

i i - If the

r

amount of appraisal of any animal, as determined by the gppraiser,

at once to the appraiser. The amount

of appraisal.

is to be staughtered guthanized, the

ificate of appraisal which may cover any numbar of
animals belonging to +the same owner, showing the age and

description of each animal found ‘to be infected or directly
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disposition made of the carcassy and the pricereceived—for—the
same—by amount paid to the veterinarian, which price gmount shall

be paid to the owner and credited on the amount of appraisal:

Provided, That in case animals are siaughtered guthanized as having

the United States
Agriculture. The commiss
particutars to red

governing the handling,

of such animals, as may be

provided by the &this article the
veterinarian shall forthwith forward the certificates of appralsal

and sraughtter euthanizing, together wilth the owner's claim for
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the certificates shall be paid pro rata at the end of each fiscal
year.
§19-9-34, Disposal of carcass of diseased animal.

Whenever it shatibe is necessary to destroy or dispgse of the

and preoducts in waterr or hea
P

itted and approved b he

(d} burial of the carcass

WP | blace that shait will not be

‘TJgonds or streams, and which shall be

grave is filled and smocthed to the level cf the surrounding

surface; le) rendering by a licensed facility: and (f) composting.



disease outbreak, all in accordance with the provisions of chapter
twenty-nine-a of this code.
Note: The purpose of the bill is to update language relating

to indemnity for the death of infected or diseased animals and to

=
AT

Note: The purpose of this b
pertaining to indemnity for the de
animals; deleting outdated amount .
arbitrators for services rendered@giiy dead
domesticated animals.

Strike-throughs indicate languads’ ; : i be stricken from
the present law, and underscoring in
be added.
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West Virginia Legislature
Joint Standing Commititee on Finance
2008 - 2009 Interims

FINAL REPORT OF

THE JOINT STANDING COMMITTEE ON FINANCE

TO THE JOINT COMMITTEE ON GOVERNMENT AND FINANCE
February 8, 2009

Your Joint Standing Committee on Finance was assigned the interim study of the
following topics during the 2008-2009 legislative interim period:
- Moniltoring of the TDC to TRS Merger

- Evaluation of Enterprise Resource Planning Systems (replacement for state
Jinancial platform)

- SCR 53- Requesiing the Joint Committee on Government and Finance to
study convention and visitors bureaus

- HCR 50- Requesting that the Joint Committee on Government and Finance
to study the Impact of changing the funding formula for local health
department services

- Study of Fairs and Festivals distribution

- SCR 59 - Requesting the Joint Committee on Government and Finance study
simplified tax structure for communications

- SCR 74 - Requesting the Joint Committee on Government and Finance
review property tax assessment and appeals system

- Monitor Water Trust Fund and new reclamation fund tax

- Distribution of Lottery/Gaming Revenues



- Home Rule Impact on State Revenues

- Tax issues generally

- HCR 99- Requesting the Joint Committee on Government and Finance to
make a study on a funding mechanism to increase the salaries of teachers
and school service personnel

- Short and Long Term Road Funding Needs

- Short and Long Term State Water and Sewer Infrastructure Needs

- Short and Long Term Other Post Employment Benefit Funding and Benefits
Your Commitiee reports that in addition to the foregoing matters, presentations have

been received from the State Budget Office regarding the financial status of the State af the

close of Fiscal Year 2007 - 2008; from the State Tax Commissioner providing an update on

the implementation of the State Tax Department’s new computer system known as the

Revenue Accounts Processing Integrated Development System (RAPIDS); and from

representative spokespersons describing and submitting a budget request for the West Virginia

211 system through which citizens may communicate with providers of governmental services.
With respect to the Moniltoring of the TDC to TRS Merger, your Committee

received information on the progress of the Consolidated Public Retirement Board toward

completion of the fransfer of members of the Teachers Defined Contribution retirement system

to the Teachers Retirement System and RECOMMENDS that the Legislature confinue fo

monitor those efforts during the 2009 Regular Session.

With respect to the Evaluation of Enterprise Resource Planning Systems

(replacement for state financial plaiform), your Committee received periodic updates and



presentations from the West Virginia Office of Technology and its vendors on their efforts to
study the state government’s current financial, procurement and human resources practices and
provide appropriate alternative Enterprise Resource Planning (ERP) systems for the State, and
RECOMMENDS that the Legislature continue to monitor those efforts during the 2009
Regular Session.

The remaining issues assigned have been considered by Subcommitiees A, B and C of
Your Committee, and the reports and recommendations of its subcommittees on those matters
have been received and adopted by the full Joint Committee on Finance. All of those reports
and recommendations, having been so adopted, are made a part of and submitted with this
report fo the Joint Committee on Government and Finance for ifs consideration. Addifionally,
the pending report of the West Virginia University Bureau of Business and Economic Research
on its Study on the Future of the West Virginia State Road Fund, when received by Your
Committee and appended to this report, is likewise made a part of this report and submitted

to the the Joint Committee on Government and Finance for its consideration.

ctfully Submitt / 7
Senator Walt H&Tﬂck"/\ legate Harry Ke i

Co-Chairman Co-Chairman



West Virginia Legislature
Joint Standing Commitiee on Finance
2008 - 2009 Interims

Subcommittee A

FINAL REPORT OF

SUBCOMMITTEE A

TO THE JOINT STANDING COMMITTEE ON FINANCE
February 8, 2009

Your Subcommittee A was appointed following the 2008 Regular Session of the 78" Legislature
and assigned the following topics for study during the interim period:

“*SCR 53- Requesting the Joint Commiiiee on Government and Finance to study
convention and visitors bureaus.

*HCR 50- Requesting that the Joint Commitiee on Government and Finance to

study the impact of changing the funding formula for local health department

services.

*Study of Fairs and Festivals distribution.

During the 2008-2009 legislative interim period, Subcommitiee A met and received information
on these fopics of study from state agencies and other sources. Subcommitiee A REPORTS as follows:

On the issue convention and visitors bureaus, the committee heard from representatives from
the West Virginia Municipal League, the West Virginia Association of Convention and Visitors Bureaus,
as well as Danny Jones, Mayor of the City of Charleston, and Kathy Titus, Director of the Clarksburg

Convention and Visitors Bureau, and Tim Brady, Director of the Greater Bridgeport Convention and

Visitors Bureau,



Your Subcommittee RECOMMENDS that the Legislature support legislation that provides for
accreditation of convention and visitors bureaus throughout the state.

Your Subcommittee A RECOMMENDS that the Legislature support legislation that provides
that all hotel occupancy taxes collected by counties or municipalities between March 1, 2009 and July
1, 2010, may only be expended on those convention and visitors bureaus in existence as of March 1,
2009.

On the issue of changing the funding formula for local health departments, Subcommittee A
heard presentations from Chris Curtis, Director of the Bureau for Public Health, as well as directors of
local health departments around the state. Subcommitiee A also received a report from a study
conducted my the Marshall University Bureau of Business and Economic Research which concluded that
public health in general is underfunded in West Virginia, that a new funding formula should be
implemented for local health departments, and that the recommended formula will only be successful
with increased funding. Subcommittee A DOES NOT RECOMMEND any change to the current
funding formula for local health depariments at this time.

On the issue of fairs and festivals funding, Subcommittee A heard from representatives of the
West Virginia Association of Fairs and Festivals, representatives of the Division of Culture and History,
and representatives of the Department of Agriculture. The Joint Standing Committee on Finance,
Subcommitiee A RECOMMENDS that the Legislature support legislation that gives the Division of
Culture and History statutory authority to assist with promotion and administer funding for [ocal fairs

and festivals, as well as an annual state fair.

Respectfully Submitted,
Senator Edwin Bowman Delegate Brent
Co-Chair Vice-Chair
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sS. B./ H. B,

{By )

[Introduced February 11, 2009]

A BILL to amend the Code of West Virginia, 1931, as amended, by
adding thereto a new section, designated §7-18-15, relating to
limitations on expending hotel occupancy tax proceeds.

Be it enacted by the Legislature of West Virginia:

That the Code of West Virginia, 1931, as amended, be amended
by adding thereto one new section, designated §7-18-15, to read as
follows:

ARTICLE 18. HOTEL OCCUPANCY TAX.

§7-18-15. Limitations on expending proceeds.

For the period of the first day of March, two thousand nine,
through the first day of July, two thousand ten, net revenue
receivable during the fiscal year by a county or a runicipality
pursuant to this article shall be expended only on those convention
and visitor’s bureaus, visitor’s and convention bureaus and

regional travel councils that existed in this state as of the first



day of March, twoc thousand nine.

NOTE: The purpose of this bill is to prohibit the expenditure
of hotel occupancy proceeds during the period of March 1, 2009,
through July 1, 2010, to those convention and visitor’s bureaus,
visitor’s and convention bureaus and regional travel councils not

in existence and engaged in business in this state as of March 1,
2009.

§7-18-15 is new; therefore, strike-throughs and underscoring
have been omitted.

Strike-throughs indicate language that would be stricken from
the present law, and underscoring indicates new language that would
be added.
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8. B./ H. B.

(By )

[Introduced February 11, 2009]

A BILL to amend and reenact §29-1-11 of the Code of West Virginia,
1931, as amended, relating to authorizing distribution of
fairs and festivals funding by the Commissioner of the
Division of Culture and History.

Be it enacted by the Legislature of West Virginia:

That §28-1-11 of the Code of West Virginia, 1931, as amended,
be amended and reenacted to read as follows:

ARTICLE 1. Division of Culture and History.

§29-1-11. Power to accept and receive funds; power to apply
for grants: disbursal of funds; restrictions on expenditure;
disposition of funds heretofore received or appropriated.

The division may, in the name of the state of West Virginia,
through the commissioner or its commissions, accept and receive
grants, appropriations, gifts, bequests and funds from any public
or private scurce for the purpose of carrying out the duties and

purposes of this article. The division may, through the
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commissioner or its commissiocns, apply for grants from the federal
government, private foundations and any other source for the
purposes of this article. All funds received from any source shall
be paid intc the treasury of the state and disbursed upon warrant
by the state auditor following requisition by the division. Such
requisitions shall be signed by the commissioner or by such other
person as the commissioner may authorize by written document
deposited with the auditor or, in the event of emergency, by the
governor or the governor's designee. No funds ox gifts received
from any source shall be expended or used for any purpose other
than that intended as evidenced by a positive and affirmative
declaration or by a negative restriction or limitation.

The division mav assist in the promotion and operation of an

annual state fair and other regional or local fairs and festivals

entitled to aid when funds are available and to expend those funds

for the support and development ¢f fairg and festivals.

All federal or state funds received to provide grants—in-aid
or awards to further the purposes of this article shall be approved
and distributed by the appropriate commission established by this

article.

Note: The purpose of this bill is to authorize the
Commissioner of the Divisicn of Culture and History to distribute
fairs and festivals funding.

Strike—throughs indicate language that would be stricken from
the present law, and underscoring indicates new language that would
be added.
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S. B./ H. B.

(By )

[Introduced February 11, 2009]

A BILL to amend the Code of West Virginia, 1231, as amended, by
adding thereto six new sections, designated §7-18-2a,
§7-18-16, §7-18-17, §7-18-18, §7-18-1% and §7-18-20; and to
amend and reenact §7-18-3 and §7-18-14 of said code, all
relating to the establishment of accredited conventicen and
visitor bureaus; and standards for accreditation.

Be it enacted by the lLegislature of West Virginia:

That the Code of West Virginia, 1931, as amended, be amended

by adding thereto six new sections, designated §7-18-2a, §7-18-16,

§7-18-17, §7-18-18, §7-18-19 and §7-18-20: and that §7-18-3 and

§7-18-14 of said code be amended and reenacted, all to read as

follows:

ARTICLE 18. HOTEL OCCUPANCY TAX.

§7-18-2a. Legislative findings.

(a) The Legislature hereby finds and declares that in order to
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attract new business and industry to this state and to retain
existing business and industry, all to provide the citizens of the
state with economic security, and to advance the Dbusiness
prosperity and economic welfare of this state, it is necessary to
enhance recreational and tourism opportunities. Therefore, in
order tc promote recreation and tourism, the Legislature finds that
public financial support should be provided for constructing,
equipping, improving and maintaining projects, agencies and
facilities that promote recreation and tourism.

(b) The Legislature also finds that the support of accredited
convention and visitors bureaus and hotels is a public purpose for
which funds may be expended. Local convention and visitors bureaus
that meet the accreditation standards established by this article
and hotels receiving funds under this article may expend such funds
for the payment of administrative expenses, for the direct or
indirect promotion ¢f conventions and tourism, and for any other
uses and purpeses authorized by secticn fourteen of this article.

(c) The Legislature further finds that in order to ensure
that the funds collected pursuant to this article are distributed
and expended in a manner consistent with the intent expressed
herein, all convention and visitors bureaus are required to meet
the accreditation standards established by the West virginia
Convention and Visitors Bureau Accreditation Board pricr to

receiving any funds or disbursements authorized by this article.
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§7-18-3. Definitions.
For the purposes of this article:

(a) “Accredited convention and visitors bureau,” “accredited

visitors and convention bureau” and vscecredited bureau” are

interchanacable terms, any of which means & nonstock, nonprofit

corporaticon that: (1) Has received accreditation from the West

Virginia Convention and Visitors Bureau Accreditation Board; and

(2) has a full-time staff working exclusively to promote tourisn

and to attract conventions, conferences and wvisitors tg the

municipality, county or region in which the bureau is located or

engaged in business.

+ar (b) "Consideration paid" or reonsideration®™ means the
amount received in money, credits, property or other consideration
for or in exchange for the right to occupy a hotel room as herein
defined.

+b¥ (c) "Consumer"™ means a person who pays the consideration
for the use or occupancy cf a hotel room. The term "consumer”
shall not be construed to mean the government of the United States
of America, its agencies or instrumentalities, Or the government of
the State of West Virginia or pclitical subdivisions thereof.

{d} "Convention center" meang a convention facility owned by

the state, a county, a municipality ox other public entity or

instrumentality and includes all facilities, including armories,

commercial, office, community service and parking facllities and
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publicly owned facilities, constructed or used for the

accommodation and _entertainment of tourists _and visifors,

constructed in coniunction with the convention center and forming

reasonable appurtenances thereto.

{e) "Fiscal vear®™ meang the vear beginning the first day of

July and ending the thirtieth day of June of the next calendar,

ear.

{f) "Historic site™ means any site listed cn the United States

national register of historic places, Or listed by a local

Historical Landmarks Commigsion, established under state law. when

such sites are owned by a ¢ity, & county or a nonprofit historical

association and are open, from time to time, TO accommodate

visitors.

4c> (a) "Hotel"™ means any facility, building or buildings,
publicly or privately owned (including a facility located in &
state, county or municipal park), in which the public may, for a
consideration, obtain sleeping accommodations. The term shall
include, but not be limited to, boarding houses, hotels, motels,
inns, courts, condominiums, lodges, cabins and tourist homes. The
term "hotel"™ shall include state, county and city parks offering
accommodations as herein set forth. The term "hotel" shall not be
construed to mean any hospital, sanitarium, extended care facility,
nursing home or university or college housing unit, oxr any facility

providing fewer than three rooms in private homes, not exceeding a
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total of ten days in a calendar year, nor any tent, trailer or
camper campsites: Provided, That where a university or college
housing unit provides sleeping accommodations for the general
nonstudent public for a consideration, the term *hotel” shall, if
otherwise applicable, apply to such accommodations for the purposes
of this tax.

+ar (h) "Hotel operator" means the person who is proprietor of
a hotel, whether in the capacity of owner, lessee, mortgagee 1n
possession, licensee, trustee in possession, trustee in bankruptcy,
receiver, executor or in any other capacity. Where the hotel
operator performs his or her functions through a managing agent of
any type or character other than an employee, the managing agent
shall also be deemed a hotel operator for the purposes of this
article and shall have the same duties and liabilities as his or
her principal. Compliance with the provisions of this article by
either the principal or the managing agent shall, however, be
considered toc be compliance by both.

+ey (i) "Hotel room" means any room Or suite of rooms or
other facility affording sleeping accommodations to the general
public and situated within a hotel. The term "hotel room"™ shall
not be construed to mean a banguet room, meeting room or any other
room not primarily used for, or in conjunction with, sleeping
accommodations.

(1) "Net proceeds™ means the aross amount of tax collections
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received pursuant te this article less the amount of tax lawfully

refunded.

+£F (k) "Person™ means any individual, firm, partnership,
joint wventure, association, syndicate, sccial club, fraternal
organization, joint stock company, receiver, corporation, guardian,
trust, business trust, trustee, committee, estate, executor,
administrator or any other group or combination acting as a unit.

(1) "Promotion of the arts" means activity to promote public

appreciation and interest in one or more of the arts. [T includes

the promotion of music of all types, the dramatic arts, dancing,

painting and the creative arts through shows, exhibits, festivals,

concerts, musicals and plavs.

(m] "Recreational facilities"™ means and includes anyv public

park, parkway, playqround, public recreation center, athletic

field, sports arena, stadium, skating rink or arena, qolf course,

tennis courts and other park and recreation facilities, whether of

a like or different nature, that are owned by a county O

municipality.

(n) "Regicn™ means an area consisting of one or more counties

that have agreed by contract to fund a convention and visitor's

bureau to promote those counties.

+g¥r (o) "State park" means any state-owned facility which is
part of this state's park and recreation system established

pursuant to this code. For purposes of this article, any
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recreational facility otherwise qualifying as a "hotel™ and
situated within a state park shall be deemed to be solely within
the county in which the building or buildings comprising said
facility are physically situated, notwithstanding the fact that the
state park within which said facility is located may lie within the
jurisdiction of more than one county.

+hF {p) "Tax," "taxes" or "this tax" means the hotel occupancy
tax authorized by this article.

++F (g) "Taxing authority"™ means a municipality or county
levying or imposing the tax authorized by this article.

5+ [(r)} "Taxpayer® means any person liable for the tax
authorized by this article.

(s) “West Virginia Conventicn and Visgsitors Bureau

Accreditation Board” or “board” means the accreditation board

established pursuant to this article for the purpose of

establishing and enforcing standards for the accreditaetion of

municipal and county convention and visitors bureaus.

§7-18-14. Proceeds of tax; application of proceeds.

(a) Application of proceeds. -- The net proceeds of the tax
collected and remitted to the taxing authority pursuant to this
article shall be deposited intc the General Revenue Fund of such
municipality or county commission and, after appropriation thereof,
shall be expended only as provided in subsections (b) and (c) of

this section.
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(b) Required expenditures. —— At least fifty percent of the
net revenue receivable during the fiscal year by a county or a
municipality pursuant to this article shall be expended in the
following manner for the promotion of conventions and tourism:

(1) Municipalities. -- If & an accredited convention and

visitor's bureau is located within the municipality, county or
region, the governing body of such municipality shall appropriate
the percentage required by this subsection to that bureau. All

disbursements are to be made on a monthly basis. If a an

accredited convention and visitors bureau is not located within

such municipality, county or region, then the percentage
appropriation required by this subsection shall be appropriated as
follows:

41> (A) Any hotel located within such municipality, county or
region may apply to such municipality for an appropriation to such
hotel of a portion of the tax authorized by this article and
collected by such hotel and remitted to such municipality, for uses
directly related to the promotion of tourism and travel, including
advertising, salaries, travel, office expenses, publications and
similar expenses. The portion of such tax allocable to such hotel

is to be distributed on a monthly basis and shall not exceed

seventy-five percent of that portion of such tax collected and
remitted by such hotel which is required to be expended pursuant to

this subsection: Provided, That pricr to appropriating any moneys
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to such hotel such municipality shali require the submission of,
and give approval to, a budget setting forth the proposed uses of
such moneys.

4y (B) If there is more than one accredited convention and
visitors bureau located within a municipality, county or region,
the city council may allocate the tax authorized by this article to
one or more of such bureaus in such portion as the city council in

its sole discretion determines. All allocations or distributions

will be made on a monthly basis.
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(2) Counties. -—- Lf @& an accredited convention and visitors

bureau is located within a county or region, the county commission
shall appropriate the percentage required by this subsection to

rhat convention and visitor's bDbureau. All allocations Or

distributions will be made on a monthly basis. If & an accredited

convention and visitors bureau is not located within such county or
region, then the percentage appropriation required by this
subsection shall be appropriated as follows:

++> (A) Any hotel located within such county or region may
apply to such county for anm a monthly appropriation to such hotel
of a portion of the tax authorized by this article and collected by

such hotel and remitted to such cocunty, for uses directly related
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tc the promction of tourism and travel, including advertising,
salaries, travel, office expenses, publications and similax
expenses. The portion of such tax allocable to such hotel shall
not exceed seventy-five percent of that portion of such tax
collected and remitted by such hotel which 1s required to be
expended pursuant to this subsecticn: Provided, That pricr to
appropriating any moneys to such hotel such county shall require
the submission of, and give approval to, a budget setting forth the
proposed uses of such moneys.

i+ (B) If there is more than one accredited convention and
visitors bureau located within a county or region, the county
commission may alleocate the tax authorized by this article to one
or more of such bureaus in such portion as the county commission in

its sole discretion determines. All allocations or distributions

will be made on a monthly basis.
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{c) Permissible expenditures. -- After making the
appropriation required by subsection (b) of this section, the
remaining portion of the net revenues receivable during the fiscal
year by such county or municipality, pursuant to this article, may
be expended for one or mere of the purposes set forth in this
subsection, but for no other purpose. The purposes for which
expenditures may be made pursuant to this subsection are as
follows:

(1) The planning, construction, reconstruction, establishment,
acquisition, Iimprovement, rencvation, extension, enlargement,
equipment, maintenance, repair and operation of publicly owned

convention facilities, including, but not limited to, arenas,
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auditoriums, civic centers and convention centers;

(2) The payment of principal or interest or both on revenue
ponds issued to finance such convention facilities;

{(3) The promotion of conventions;

(4) The construction, operation or maintenance of public
parks, tourist information centers and recreation facllities
(including land acquisition);

{5) The promotion of the arts:

{6) Historic sites:

(7) Beautificaticn projects; or

(8) Medical care, in an amount not exceeding one hundred
thousand dollars, in any county where:

4% (A} There is an urgent necessity to preserve the delivery
of acute medical care services;

iy (B) There is an increase in need for acute medical care
services directly related to tourism;

454> (C) Recurrent flooding in the county significantly
disrupts, on a periodic basis, the delivery of acutle medical care
services:

+ivy (D) There is an inadequate economic base within the
county from any source other than tourism to preserve the delivery
of acute medical care services:

4> (E) There is an inadequate economic base directly related

to low population in the county, specifically, a population of less

12
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than ten thousand persons according to the census of the year one
thousand nine hundred ninety; and

+vi) (F) There is one and only one hospital within the county;
and the county commission makes specific findings, by resolution,

that all of the foregoing conditions within the county exist.
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+e+ (d) Any member of a governing body who willingly and
knowingly votes to or causes to be expended moneys generated by the
provisions of this section for purposes cther than specifically set
forth in this section 1s guilty of a misdemeanor and, upon
conviction thereof, shall be fined not more than one hundred
dellars.

§7-1.8-16. West Virginia Convention and Visitors Bureau
Accreditation Board.

(a) There is hereby established the West Virginia Convention
and Visitors Bureau Accreditation Board, consisting of the
following members:

(1) The president, ex officio, of the Association of
Convention and Visitors Bureaus, or his or her designee, will serve
as the chairperson of the board;

(2) The chairperson of the Hospiltality and Travel Association,
or his or her designee;

(3) The chairperson of the West Virginia Tourism Commission,

or his or her designee;

(4) A county commissioner, appointed by the Governor from a
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list of three persons nominated by the County Commissioners’
Association of West Virginia;

(5) An elected official of a municipality in West Virginia,
appointed by the Governor from a list of three perscns nominated by
the West Virginia Municipal League;

(6) An attorney, appointed by the Governor; and

(7) A lay citizen of the State of West Virginia, appointed by
the Governcr.

(b) The members of the West Virginia Convention and Visitors
Bureau Accreditation Board will serve for three-year terms:
Provided, That the initial term of the attorney member will be for
two years and the initial term of the lay citizen will be for two
years. Board members may serve for only two successive terms.

(c) Board members serve without compensation and without
reimbursement for any travel or lodging expenses from the State of
West Virginia.

§7-18-17. Duties of the board.

{a) The West Virginia Convention and Visitors Bureau
Accreditation Board has the following duties and responsibilities:

(1) Establishing, amending or modifying accreditation
standards for county or municipal convention and visitors bureaus
in this state;

(2) Evaluating applications for accreditation by county or

municipal convention and visitors bureaus and determining whether
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the bureau meets all accreditation standards;

(3) Granting accreditaticon to bureaus that meet the
established standards;

{4) Renewing accreditation to bureaus that continue to meet
the established stahdards:

(5) Ensuring that all accredited bureaus receiving funds
pursuant to this article remain accredited:

(6) FEnsuring that all expenditures made by an accredited
bureau are consistent with the intent and purpcses of this article;
and

(7) Performing all functions necessary tc carry out the intent
and purpose of this article.

(b) The board will meet at least twice a year, the time and
location of which will be determined in the discretion of the chair
or a majority of the members.

(c) There will be no appropriation of state funds for
compensation, costs or expenses incurred by the board in the
exercise of its duties. The board may accept contributiocns from
individuals or entities to cover the costs of reviewing
applications, awarding accreditation and other such activities.
§7-18-18. Standards for accreditation.

(a) The board will establish accreditation standards that
provide for full and provisional accreditation periods. Full

accreditation will be for a three-year period. Accreditation may
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be renewed for additional three-year periods 1f the bureau
continues to meet the accreditation standards.

(b) The accreditation standards developed by the board are to
include, but not be limited to, requirements for the following
areas:

(L) Organizational structure and functiony

(2) Budget;

{3) Staffing:

{4) Board development;

{5) Reporting and accountability:

(6) Planning:

(7) Communication:;

(8) Marketing and advertising: and

(9) Such other standards as the board deems reasonable.
§7-18-19. Accreditation required for receipt of funds.

(a) Any convention and visitors bureau operating or seeking
to operate in this state must apply for accreditation with the
board. Any convention and visitors bureau operating in this state
as of the first day of July, two thousand nine, must submit an
application for accreditation prior to the thirty-first day of
December, two thousand nine. Any convention and visitors bureau
formed in this state after the first day of July, two thousand nine
must submit an application for accreditation to the board by the

thirty-first day of December, two thecusand nine, or by the
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thirty~first day of December of each calendar year thereafter as
applicable.

(b) Upon satisfaction of all accreditation standards, the West
Virginia Convention and Visitors Bureau Accreditation Board will
grant to a county, municipal or regional convention and visitors
bureau a full or provisicnal accreditation as provided by section
twenty of this article. The board will advise all applicants for
accreditation of its decision to grant or deny full or provisional
accreditation in writing by the thirty-first day of May of the next
calendar year. Any county, municipal or regional convention and
visitors bureau that is denied a full or provisional accreditation
may protest the decision pursuant to the administrative procedures
set forth in chapter twenty-nine-a of this code.

(c) No convention and visitors bureau may receive any funds
or other distributions as provided by this article until such time
as it receives full or provisional accreditation from the board.
§7-18-20. Requirements for accreditation, operation and receipt of

funds.

(a) Full accreditation. —— Full accreditation will be granted
for a three-year period and may be renewed for additicnal
three-year periods upon application by a cenvention and visitors
bureau and verificaticn by the beard that the bureau has met or
continues to meet all accreditation standards established by the

board. Full accreditation will be granted:
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(1) To any convention and wvisitors bureau that meets the
standards established by the board:; or

(2) To any county, municipal or regicnal convention and
visitors bureau that, prior to the first day of July, two thousand
nine:

(A) Was created and operational:;

(B) Was in receipt of funds or disbursements from a county; or
municipal taxing authority pursuant to this article; and

(C) Received a three-year accreditation from the West Virginia
Association of Convention and Visitors Bureaus: Provided, That any
bureau granted full accreditation pursuant to this subdivision will
receive its initial full accreditation for a period not to exceed
the remainder of the accreditation previocusly received from the
West Virginla Association of Cconvention and Visitors Bureaus.

(b} Provisional accreditation. -- Provisicnal accreditation
may be granted to a bureau that has not met all of the standards
required by the board for full accreditation. A provisional
accreditation will last no longer than one year, and will
automatically terminate when the bureau has become fully
accredited. Upon application, the board may grant a one-year
provisional accreditation to:

(1) Any convention and visitors bureau operating in this state
prior tc the first day of July, two thousand nine, that did not

have a valid accreditation from the West Virginia Assoclation of
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Convention and Visitors Bureau and that is attempting to meet the
requirements for full accreditation; or

(2) Any new bureau seeking to operate in this state after the
first day of July, twe thousand nine, and is attempting to meet the
requirements for full accreditation.

(c) Receipt of funds. —-— A convention and visitors bureau that
receives full accreditation from the board will receive its
proporticnate share of the funds and distributions from the taxing
authority pursuant tc this article immediately upon receipt of such
accreditation, A bureau that 1s granted & provisional
accreditation will receive funds and distributions from the taxing
authority pursuant to this article for no longer than one year
after receipt of the provisional accreditation. If, at the
expiration of the one-year provisional accreditation period, the
bureau has not received full accreditation and becomes qualified
for continued funding thereunder, the taxing authority will cease
payment of all funds or disbursements provided by this article.

(d) New bureaus. -- Any convention and visitors bureau created
or made operational after the first day of July, two thousand nine,
will prior to commencing operation:

(1) Notify the county or municipal taxing authority of the
county or municipality in which the bureau is or will be lcocated of
the formation of the new convention and viéitors bureau:;

(2) Apply for accreditation from the West Virginia Conwvention

21



and Visitors Bureau Accreditation Board:
{3) Receive full or provisional accreditation; and
(4) Forward a copy of the accreditation to the appropriate

taxing authority.

NOTE: The purpose of this bill is to establish the West
Virginia Convention and Visitors Burealu Accreditation Board,
establish its duties and responsibilities, and require
accreditation standards for convention and visitors Dbureaus
operating in this state.

§7-18-2a, §7-18-16, §7-18-17, §7-18-18, §7-18-1% and §7-18-20
are new; therefore, strike-throughs and underscoring have Dbeen
omitted.

Strike~throughs indicate language that would be stricken from

the present law, and underscoring indicates new language that would
be added.
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West Virginia Legislature
Joint Standing Committee on Finance
2008 - 2009 Interims

Subcommitiee B

FINAL REPORT OF

SUBCOMMITTEE B

TO THE JOINT STANDING COMMITTEE ON FINANCE

February 8, 2009

Your Subcommitiee B was appointed following the 2008 Regular Session and assigned the
following fopics for study during the interim period:

*SCR 59 - Requesting the Joint Commitiee on Government and Finance study
simplified tax siructure for communications.

"SCR 74 - Requesting the Jolni Commlitee on Government and Finance review
property tax assessment and appeals system.

*Monitor Water Trust Fund and new reclamation fund tax.

#Study of Distribution of Lottery/Gaming Revenues.

*Study of Home Rule Impact on State Revenues.

*Tax issues generally.

During the 2008-2009 legislative interim period, Subcommittee B met and received information
on these topics of study from the following state agencies, political subdivisions and other sources:

Representiatives from the West Virginia Depariment of Revenue, the Lottery Commission, the

Marshall University Bureau of Business and Economic Research, cify and county officials from



Bridgeport, West Virginia, private developers in Bridgeport, West Virginia, the West Virginia
Association of Counties, the County Commissioners’ Association of West Virginia, the Municipal
League, the West Virginia Chamber of Commerce, private attorneys, and the Division of
Environmental Protection as well the Fayette County Assessor, the Kanawha County Assessor, the
Preston County Assessor, the Taylor County Assessor.

Based on the testimony presented, Subcommittee B makes the following recommendations:

Regarding SCR 59 (Requesting the Joint Commiitee on Government and Finance
study simplified tax structure for communications), Subcommittece B RECOMMENDS that
the Legislature support legislation which would ensure simplicity for consumers and tax administrators,
fairness, and neutrality, similar to model legislation which passed in Virginia last year.

Regarding SCR 74 (Requesting the Joint Committee on Government and Finance
review properiy tax assessment and appeals system), Subcommitiee B received the report of
a study conducted by the Marshall University Bureau of Business and Economic Research which
concluded that there are many flaws in our current property tax assessment and appeals systern.
Assessors from across the state appeared to challenge many of the study’s findings. The State
Chamber of Commerce provided draft legislation for reforming the current system. Subcommittee B
has brought all of these parties, along with the State Tax Department fogether to work out compromise
legislation. If all the interested parties do reach a compromise, and legislation is proposed that reflect
this compromise, your Subcommittee B would RECOMMEND introduction and passage of that
legislation.

Regarding the Water Trust Fund and new reclamation fund tax, Subcommittee B

RECOMMENDS that the Legislature examine: {1) the November 2008 report of the Hay Group on



the actuarial valuation of the Special Reclamation Fund and its projected funded status for the Water
Trust Fund; (2) the recommendations of the Special Reclamation Fund Advisory Council for new
legislation to provide additional funding for the Special Reclamation Fund and the Water Trust Fund
as contained in its January 7, 2009, report; and (3) the alternative funding scenarios for reclamation
examined by Marshall University’s Center for Business and Economic Research as contained in its
report to the West Virginia Department of Environmental Protection that the Secretary will provide to
the Legislature at a later date; and that the Legislature consider appropriate legislation to provide
adequate funding for the Special Reclamation Fund and the Water Trust Fund during the 2009
Regular Session.

Regarding the Study of Disiribution of Lottery/Gaming Revenues, Subcommittee B has
thoroughly studied the disfribution of all lottery revenues and RECOMMENDS no change to the
current distribution at this time.

Subcommittee B RECOMMENDS the continued siudy of home rule impact on state

revenues and tax issues generally.

Respectfully Submitted,
Senator Wal " Delegate Thomas W. Campbell
Co-Chair Co-Chair



West Virginia Legislature
Joint Committee on Finance
2008-2009 Interim Period
Subcommittee C

Final Report of
SUBCOMMITTEE C
TO THE JOINT STANDING COMMITTEE ON FINANCE

February 8, 2009

Your Subcommittee C was appointed following the 2008 Regular Session of the 78th
Legislature and assigned the following topics for study during the interim period:

Toplc 1: The State Road Fund.

Toplc 2: Other Post-Employment Benefits and Funding Requirements.

Topic 3: Water and sewer infrastructure.

During the 2008-2009 legislative interim period, Subcommittee C met and received
information on these topics of study from various state agencies, political subdivisions and
other experts and sources. Subcommittee C REPORTS as follows:

On TOPIC 1: The State Road Fund — On July 29, 2008, Department of Transportation

Cabinet Secretary Paul A. Mattox provided an overview of highway projects and funding, and
Joe Denault, Chairman of West Virginians for Better Transportation addressed the
Subcommittee on regarding the condifion of the State’s roads and bridges.

On November 10, 2008, a contract was executed between the Joint Committee on



Government and Finance and the West Virginia University Bureau of Business and Economic
Research (BBER), commissioning a thorough examination of the State Road Fund to support
the Joint Standing Committee on Finance’s and its Subcommittee C's study of the State Road
Fund and transportation funding generally. The research activity updated the following prior
BBER studies:

. Future of West Virginia’s Highway System: A Comprehensive Analysls of

the West Virginia State Road Fund and Policy Options, November 2004

. Financing West Virginla's Highways: An Update, January 2007

Updates were received from BBER Director, Dr. Tom Witt on December 8, 2008 and
January 12, 2009.

On TOPIC 1, your Subcommitice C RECOMMENDS continued study of the State
Road Fund, the Federal Highway Trust Fund and surface fransportation issues generally during
its 2009 Regular Session and the 2009-2010 interim period.

On TOPIC 2: Other Post-Employment Benefiis and Funding Requirements — The

Subcommitiee received extensive information on the valuation of the liability; plan invoicing;
employer reporting; the application of special one-time OPEB funding to the benefit of only
State accounts and the bifurcated premium structure between state and other participating
employers; the sick leave buy-back program created in West Virginia Code §5-5-6 during the
2008 Regular Session; and implications and issues for state spending units, county school
boards, counties, municipalities and other political subdivisions and their perspectives. The
following individuals addressed the Subcommittee on OPEB issues during the interim: Jason

Haught, Chief Financial Officer of the Public Employees Insurance Agency; Patti Hamilfon,



Executive Director of the West Virginia Association of Counties; Mike McNulty of the Putnam
County Public Service District, Pat Jones, Finance Director of Kanawha Valley Regional
Transportation Authority; Lisa Dooley, Executive Director of the West Virginia Municipal
League; Vivian Parsons, Executive Director of the West Virginia County Commissioners
Association; and Donna Lipscomb, Executive Coordinator of the Department of
Administration.

On TOPIC 2, your Subcommittee C FINDS, as it found in the prior interim period,
there to be 1.) A need for a sufficient OPEB funding and/or liability reduction/elimination plan;
and 2.) A need fo eliminate current disincentives to the remittance of OPEB premiums. Asthe
result of the Subcommittee’s efforts fo monitor the implementation and progress of the sick
leave buy-back program created under West Virginia Code §5-5-6, the Subcommittee further
FINDS 3.} Certain high-salaried employees are selling sick leave back to the State for amounts
which exceed the OPERB liability represented by that leave; and, 4.) Restricting leave buy-back
to only once per fiscal year to be paid out on either the pay day immediately following the first
full pay period in July or the first full pay period in December may impose unnecessary
administrative difficulties and inefficiencies. Your Subcommitiee C RECOMMENDS that the
Legislature continue to study the OPEB unfunded liability and the leave buy-back program
during its 2009 Regular Session and in the subsequent interim period, with particular emphasis
on addressing the Subcommittee’s findings regarding the sick leave buy-back program during
the 2009 Regular Session.

On TOPIC 3: Water and sewer infrastructure — On August 26, 2008, Ric MacDowell,

EPA Project Director of the Alternative Wastewater Demonstration Cooperative Project of the



Lincoln County Commission and US EPA and Dave Clark of the Woodland Development
Group on innovative approaches to wastewater treatment. On September 7, 2008, your
Subcommitiee received a presentation from Salem City Manager David Mayle, Vice-Mayor Jim
Plaugher, and Councilmen Dave Fisher and Al Swagger concerning the Salem’s water and
wastewater freatment plants and toured those facilities.

On TOPIC 3, your Subcommitiee C RECOMMENDS continued study of water and
sewer infrastructure issues during its 2009 Regular Session and the 2009-2010 interim pericd.
Should the study topic be continued during the 2009-2010 interim period, your Subcommittee
C further RECOMMENDS that TOPIC 3 be committed to a single interim study committee
charged with the examination of broad infrastructure issues, in the interest of gaining synergies
and reducing duplication.

Respectfully Submitted,

ol ‘7144/ —
Senator D te K. Steven Komninar
Co-Chair Co-Chair




By
Dr. Tom S, Witt
Director, Bureau of Business and Economic Research
College of Business and Economics
Waest Virginia University

Joint Committee on Finance
West Virginia Legislature
February 9, 2009

! This research was conducted under a contract with the Joint Committee on Government and Finance, West
Virginia Legislature The author would like to thank Alice Taylor {West Virgima Department of Transpartation),
Mark Muchow (West Virginia Department of Revenue) and Fred Lewis (House Finance Committee, West Virginia
Legislature} for the information and assistance they provided during the course of the study Additional assistance
was provided by Eric Makela, undergraduate research assistant, Bureau of Business and Economic Research,
College of Business and Economics, West Virginia University The research presented herein represents the opinion
of the author and does not reflect the position of the West Virginia University Board of Governors nor the West
Virginia Higher Education Policy Commission
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West Virginia, along with many other states, is faced with the challenge of financing the construction
and maintenance of highways and bridges Qver time the increasing fuel efficiency of the vehicle fleet
combined with shifts to alternative fuels poses a challenge to conventional fuel tax revenues supporting
road funds When one couples the reduced vehicle miles traveling by driver due to fuel prices in excess
of 54 00 per gallon at the pump, one can see that fundamental changes will be required to finance road
and bridge construction and maintenance

This is even more critical in West Virginia since the state is only one of four state {the other states are
Delaware, North Carolina and Virginia) having jurisdiction over both state and county roads (n West
Virginia the state government is responsible for over 92 percent of public highways while municipalities
are responsible for about 5.5 percent and Federal agencies for the balance

The funding for West Virginia’s highways and bridges is the responsibility of the State Road Fund, which
was created in 1921 following the ratification of the Good Roads Amendment of 1920. The State Road
Fund is established under the West Virginia Constitution, Article VI, Section 52:

[rlevenue from gasoline and other motor fuel excise and license taxation, motor vehicle
registration and license taxes, and all other revenue derived from motor vehicles or motor fuels
shall, after the deduction of statutory refunds and cost of administration and collection
authorized by legislative appropriation, be appropriated and used solely for the construction,
reconstruction, repair and maintenance of public highways, and also the payment of the interest
and principal on all road bonds heretofore issued or which may be hereafter issued for the
construction ,reconstructicn or improvement of public highways, and the payment of
obligations in the construction, reconstruction, repair and maintenance of public highways

The State Road Fund major tax revenue sources include motor fuel taxes, privilege tax, license fees and
registration fees Other revenue sources include interest, litter fees and miscellaneous revenues. As with
many states, these funding sources have become inadequate over the years leading to a shortfall in
support for highways and bridge construction and maintenance

This study was commissioned by the West Virginia Legislature’s Interim Subcommittee C Infrastructure
to provide updated information and policy recommendations The study has five major sections:

1. National trends affecting highway infrastructure financing and policy options under
consideration

2. Review of recent West Virginia studies ang legislative actions taken to bolster funding for the

State Road Fund

Recent changes in West Virginia’s motor fuel excise tax and Implications for the State Road Fund

Principles of highway public finance

The economic outlook for highway financing in West Virginia

Concluding observations and recommendations



Financing of cur nation’s highway infrastructure has traditionally been shared by both the federal and
state/local government units, For federal-aid highway system roads and bridges funding is available
from the Federal Highway Trust Fund, matched by state and local funds Additional funding for
specialized infrastructure has come from the Appalachian Regional Commission and cther federai
agencies; however, these funds are relatively small compared with those provided from the Trust Fund

The Trust Fund has two major sources of revenue The Ffirst is the federal excise taxes on motor fuels,
which is usually included in the pump price of the fuel even though it is paid by business at the rack or
terminal The second is truck related in the form of truck and trailer sales, heavy vehicle use taxes, and
truck tires. The receipts from gasoline taxes {currently 18 4 cents per gallon) are the largest source of
revenue for the Trust Fund

The funds available in the Trust Fund have been declining relative to the demands on tha Trust Fund As
indicated in Appendix Table A-1, since 1975 the fellowing structurat changes in the U S vehicular fleet
have occurred:

1 The fuel efficiency of passenger cars has gone from 183 miles/gallon in 1976 to 22.4
miles/gallon in 2006, the last year for which data s available Van, pickup trucks and SUV's fuel
rates have also climbed during the period while there has been a slight increase in efficiency for
trucks.

2 The number of vehicle miles traveled (VMT) per vehicle has increased steadily over the period
1975 to 2006

3 The tncreased fuel efficiency has offset the VMT, leading to a decline in the fuel use per vehicle
for all vehicle classes except for trucks Thus Figure 1 illustrated in the impacts on fuel
consumption for passenger cars as well as van, pickup trucks and SUVs

Beginning in 1999 motor fuel prices started an upward climb associated with the increases experienced
in world crude prices. Figure 2 illustrates the volatility in regular retail gasoline prices over the past 18
years After hitting a national average price of $4.114 per gallon during the week of July 7, 2008, retail
prices fell to $1 784 per gallon during the week of January 12, 2009. This increased volatility, coupled
with a widening recession has led to a decline in VMT nationally since 2006 (Figure 2). Figure 3 clearly
illustrates the significantly lower vehicle miles driven by month in 2008 compared with 2007 Nationally
the decline represents 5 3 percent less driving in November 2008 compared to the previous month * in
the case of West Virginia the decline was & 2 percent over the same period

! Federal Highway Administration, Traffic Volume Trends, November 2008 Available at
http://www fhwa dot gov/ohim/tvtw/08novtvt/



Figure 1 Changing Characteristics of U 8. Vehicles Over the Years:
Fuel Consumption {Gallons per Vehicle)
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Figure 3 United States Vehicle Miles
Traveled 2007-2008 (Billions)
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Guiding the new administration’s decisions will be a variety of recently released studies that examined
the long-term financing of transportation needs in the U S In 2006 the Transpertation Research Board
of the National Academies released a comprehensive study on the motor fuel tax and alternatives for
the long-term funding of the national transportation system “ This report made the following
recommendations related to highway financing:

1. Maintain and reinforce the existing user fee finance system. Through cooperation between
federal and state agencies there would be adjustments in user fee rates to provide incentives for
maore cost-conscious use of the highway system by users. Current fuel tax exemptions should be
eliminated where there are abuses so as to reduce tax evasion Advanced technology vehicles
use of the highways should be associated with advances in user fees so that they are apportion
some of the cost burden associated with highways

2. Expand use of tolls and test rocad use metering This recommendation would permit states to
expand tolling on existing roads built through the federal-aid program. Both states and the
federal government would explore trials or pilot implementation of programs permitting read
use monitoring and mileage charging

The American Association of State Highway and Transportation Officials (AASHTQ) 2007 study of
Highway Trust fund revenue options identified several short term options®:

z Transportation Research Board, The Fue! Tax and Alternatives for Transportation Funding, 2006 Available at
http //www nap edu

* AASHTO, Revenue Sources to Fund Transportation Needs, September 2007 Available at www transportation crg



1 10-Cent rate increase in the federal motor fuel excise tax with an option that future

increases would be indexed to the Consumer Price Index

2 5 Percent sales tax on gas

3 14.2 percent sales tax on gas in lieu of 28 4-cent gas tax

Lenger-term AASHTO identified alternatives to either supplement or
replace current fuel taxes These options included a study on the
viability of VMT taxes, perhaps in a form similar to the Gregon study

During the course of its study AASHTO found two problems of more
immediate concern, The first was the projected insolvency of the
Federal Highway Trust Fund by FY2009 or FY2010, which will require
Congressional action, The second was the significant increases in
commaodity prices for petroleum, concrete, asphalt, steel, and
construction machinery, which has significantly reduced the number
of transportation projects state and local transportation agencies
can fund

Following the ASSHTO study was the release of the Interim Report of
the National Surface Transportation Infrastructure Financing
Commission, which was established by Congress as authorized in the
last major transportation bill SAFET3A-LU * While the study was not
the final report it identifies three major problems naticnally with the
current financing methods.

Oregon Road User Fee Pilot Program

The Qregon Department of Transportation
designed a pilot program in which on-board
mileage-counting equipment was added to
vehicles and users paid a road user fee equal
to 1 2 cents per mile Participants filled vehicle
tanks at participating service stations Options
explored ncluded separate billing of usage
during rush hours The study was the firstin
the U § exploring alternatives to motor fuel
excise taxes While there are 1ssues involved
in costs and installation of the technology as
well as interstate travel charges and privacy,
the study was the first to explore use of
technology in vehicles and fuel vendors to
generate funds outside of the motar fuel
excise tax Details of the study are available at
www oregon gov/ODOT/HWY/RUFPR/mileage
shtml

1 Given current revenue palicies there is a gap between the supply of funds and the

demands by users

2 Current funding options do not promote optimal use of the highway system since the

actual use is not linked to the prices paid by users ;

3 Decisions regarding funding are politicized and complicated by procedures regarding

specific expenditures.

In September 2008 the Trust Fund was projected to be in a deficit after October 1, 2008 Congress

authorized and President Bush signed into a law legislation permitting the transfer of $8 billion into the
Trust Fund, which permitted continuation of federal-aid payments to the states. The absence of these
payments would have resulted in significant curtailments of highway construction projects around the
country At present Congress is considering an expansion of highway contraction and maintenance as

* National Surface Transportation Infrastructure Financing Commission, The Path Forward: Funding and Financing
Our Surface Transportation System, Interim Report, February 2008 Available at

This website has an extensive set of background documents that were submitted and considered during the
Commission’s deliberations

* The issue of how to price road usage was addressed by Robin Lindsey, “Do Economists Reach A Conclusion on
Road Pricing? The Intellectual History of an Idea”, Econ Journal Watch, Volurme 3, Number 2, May 2006, pp 292-
379



part of President Obama'’s stimulus recovery pian Longer term, however, Congress will need to address
the long-term funding of the nation’s transportation system

The challenge of financing the state’s highways has been addressed in recent comprehensive studies In
2004 the West Virginia Department of Transportation, Division of Highways, commissioned a
comprehensive analysis of the State Road Fund by the Waest Virginia University Bureau of Business and
Economic Research (BBER) ® The 2004 study analyzed the various revenue streams and expenditures
associated with the State Road Fund Key conclusions frem this study included:

* The real inflation adjusted revenues in the State Road Fund has declined in recent years. An
increase In one or more revenue sources through tax or user fee hikes is necessary to offset the
effects of inflation

* QOvertime the State Road Fund has provided funding for state programs that were previously
funded by the State General Revenue Fund. This diversion of revenue from its original intended
use for highway and bridge construction and maintenance has left the State Road Fund with
insufficient resources; consequently, the study recommended shifting the funding for various
programs to alternative revenue sources

s> The report recommended that increases in fuel and privilege taxes and registration fees be
phased-in rather than be increased in one large increment

= Increases in motor fuel taxes should be linked to a price index, such as the Federal-aid Highway
construction Price Index, to insure the generation of adequate income to maintain highway and
bridge construction and maintenance

= Finally, attention must be given to the rapidly increasing costs associated with the Department
of Motor Vehicles (DMV) operations Consideration must be given to the options of either
reducing the growth in the DMV operations or substantially increasing the various license and
registration fees

The 2006 West Virginia Tax Modernization report also addressed funding of the State Road Fund in its
final report to Governor Joe Manchin lIl 7 Among the key recommendations affecting this fund by the
State Road Fund Subgroup in the Qctober 2006 report are:

= On the issue of revenue stability the Subgroup concluded that the fund does not have sufficient
levels of revenues to meet its current requirements The five cent per gallon motor fuel excise
tax scheduled to expire August 1, 2007 should be renewed The variable component {equal to
five percent of the average wholesale price of motor fuel) should be recalculated for a peried

® Patrick C Mann, Mahomet S Tosun and Tom S, Witt, Future of West Virgiia’s Highway System: A Comprehensive
Analysis of the West Virginia State Road Fund and Policy Options, West Virginia University Bureau of Business and
Economic Research, August 2004 Available at www bber wvu edu

7 West Virginia Department of Revenue, 2006 Report to Governor foe Manchin il by the West Virginia Tax
Modernization Profect, Gctober 2006



beginning January 1, 2007 and that the wholesale price be increased from the current rate of
$0.97 to 51 3C

» To add to revenue stability the minimum privilege tax levied by DMV should be increased from
the current change of $25 (based on a book value of $500 or less)

* There were several consumer friendly recommendations that waived inspection fees for new
vehicles, reduced registration fee of vehicles titled in other states, and provided for collection of
the consumer sales and use tax at time of sale

s The privilege tax should be changed to a special consumer szles and service tax permitting
deductibility on federal tax forms and should be paid on a sale and remitted by the seller

» There should be a late fee on expired registration and all new registrations commence from the
expiration date

*  There should be a re-examination of transfers from the General Revenue Fund to the State Road
Fund, the latest transfers being in Fiscal Year 1983, In addition, some expenses should be
transferred from the State Road Fund to the General Revenue Fund The amount of consumer
sales and use tax paid for purchases by contractors for use in Department of Transportation
projects could be estimated and transferred back into the State Road Fund. Gther estimated
consumer sales and use tax revenues from the sales of tires and batteries as wel! as vehicie
repairs could be transferred intc the State Road Fund.

= Paid advertising on the West Virginia Courtesy Patrol Vehicles could defray their operations and
reduces expenses charged to the State Road Fund

* Department of Transportation accounts and funds could be consolidated thereby providing
more administrative flexibility

e Local option taxes could permit counties to levy additional funds supporting highway
construction and maintenance,

*  The Subgroup also considered several issues for long-term study including:

o Alternative funding options for treatment of hybrid and alternative fuel vehicles

o Possible indexing of registration and other fees to the Consumer Price Index.

o Possible increase of the priviiege tax to six percent, placing vehicle taxation on par with
other tax goods

o Integration of vehicle licensing with registration of personal property at the county
level,

o Consider privatization of the West Virginia Turnpike,

Additionally, in the fall 2006 the Joint Committee on Finance of the West Virginia Legislature
commissioned an update of the 2004 study.® This report provided updated forecasts of current State
Road Fund revenue sources and outlined additional policy options that were not addressed in the 2004
report The report duplicated some of the Commission’s recommendation due, in part, to the fact that
BBER faculty and staff participated in both studies. Among the options considered were:

= Renew five cents per gallon motor fuel excise tax set to expire on August 1, 2007

®Tom S Witt, Financing West Virginia's Highways: An Update, West Virginia University Bureau of Business and
Economic Research, January 2007 Available at www bber wvu edu



* Increase in the privilege tax from five to six percent and to change to a dedicated sales tax,
thereby permitting the deductibility of federal income tax if authorized under federal tax laws

= Adjustment of selected registration fees to bring in line with other states and adjustment of
annual fees by increases n either the Consumer Price Index or Federal-aid Highway Construction
Price Index

* Imposition of a late fee on expired registrations and continuation of registration as of the
expired date

* Permit local option taxes and fees thereby shifting responsibility for financing to localities which
are willing to pay

*  Use of tax increment financing for highway construction and maintenance,

= Examination of public-private partnerships permitting the private sector to deliver a service or
facility for use by the general public for a fee

s Other innovative ways of pricing road usage were discussed including the Oregon experiment
with a mileage-monitoring system and privatization of toll roads; however, nc pelicy
recommendations were made

¢+ The lack of a sales and use tax exemption for purchases by contractors for specific use in state
transportation project results in a transfer from the State Road Fund to the State General Fund.
To remedy this subsidy, the State Tax Department could estimate the amount collected and
transfer it back to the State Road Fund

= A portion of the sales tax collections on tires, batteries and vehicle repairs could be transferred
to the State Road Fund in order to provide additional funds

¢ Reaffirmed 2004 report recommendation that two programs-West Virginia State Policy and
Public Service Commissicn Weight Enforcement-could have funding provided from the General
Revenue Fund versus current funding from the State Road Fund

* Reaffirmed 2004 report recommendation to curtail cost growth associated with DWWV

= Develop alternative user fee funding options for alternative fuel and hybrid vehicles to insure
their continued contribution to the State Road Fund.

Over the past four years the West Virginia Legislature has passed legislation addressing many of the
recommendations in these reports Among the legislative actions are the following:

* Renewal of the five cent per gallon motor fuel excise tax that expired August 1, 2007 with an
expiration on August 1, 2013 (Code of West Virginia §11-14C-5)

¢ Shift privilege tax of five percent to a sales tax permitting deducibility on federal income tax
filing

* Estimate the amount of sales and use exemptions for purchases by contracts for specific use in
West Virginia Department of Transportation projects within the State and allocate these funds
frem the State General Revenue Fund to the State Road Fund {Code of West Virginia §11-15-9
(b) 6) In June 2008 the West Virginia Department of Revenue transferred $12,702,171.33,

¢ Shifted programs currently funded out of the State Road Fund to other funding sources, For
example, the Courtesy Patrol's primary source of funding comes from the Tourism Promotion
Fund (Code of West Virginia §5B-2-12),



¢ Changes made in the motor fuel excise tax through Governor’s Executive Orders and legislative
action {see next section)

¢ Permitting counties the authority to impose, administer, collect and enforce payment of voter-
approved service fees far the purpose of providing special infrastructure projects such as
highway construction and maintenance within the county (known as the Local Powers Act}
(Code of West Virginia §7-20-11 through §7-20-24) The implementation of this act in
Monongalia County is discussed later in this document

Tax revenues collected in the State Road Fund from fiscal year 1972 through fiscal year 2008 are
presented in Appendix Table A-2, While there appears to be growth in the funds available over this
period, the previous BBER studies clearly documented the decline in the real value {inflation adjusted) of
the State Road Fund since the late 1990s Appendix A Table 3 presents all revenue sources in the State
Road Fund from fiscal year 1982 to the present along with the percent of total associated with these
funds ° Figure 4 illustrates the changing composition of the three major tax revenue sources over time

Figure 4 Percentage of West Virginia State Road Fund
Tax Revenue per Source 1970, 1980, 1990, 2000-2008 Fiscal Years
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As is evident from this figure, the fund had an increasing reliance on privilege tax revenues until around
fiscal year 2004 and a declining reliance on registration fees over the entire period

9 . . : q .
Besides the tax revenues associated with the motor fuel, registration and privilege tax, other funding sources
include highway litter controls, industrial access road transfers and miscellaneous revenues



West Virginia's motor fuel excise tax is composed of two elements, First is a basic tax rate of 20 5 cents
per gallen imposed upon every distributer, producer, retail dealer, importer or user, based on the
guantities of all gasoline or special fuel sold or used in the state This basic rate 1s composed of two
parts: (1} base rate of 155 cents per gallon and (2} an addition rate of five cents per gatlon set to expire
on August 1, 2013 The ideal rate would be a combined rate of 20.5 cents per gallon, representing no
incremental income and the efimination of any statutory language mandating a rotl back

The second component of the rate is a consumer sales and use tax on the sale of gasoline and special
fuel, imposed at the wholesale level on distributors and importers The average wholesale price of
gasoline is determined annually based on sales data supplied by distributors and other information. The
average wholesale price is the single statewide average wholesale price per gallon, rounded to the third
decimal, exclusive of state and federal excise taxes, but not less than $0 97 per gallon, times the rate of
five percent This tax was enacted in 1983 and was equivalent to 4 85 cents per gallon in 2004. This was
raised to 6 5 cents per gallon in 2005

In estimating tax yields it is often assumed that each cent of tax levied generates 511 million for the
retail and $14 million for the wholesale components of the motor fuel tax The difference in the yield is
based upon a broader tax base for the wholesale tax {(based upon a survey of the average wholesale
price of all fueis sold in West Virginia The following table summarizes the rates from selected years
from 1983-2009,

Tahle 1 West Virginia Motor Fuel Excise Tax for Selected Years

Calendar Year Tax Rate (¢ per gallon} Notes |
1978 10.50 '
1983 15,35 ncludes wholesale tax of 4 85
. 1989 2035 ncludes wholesale tax of 4.85
1953 2535 ncludes wholesale tax of 4 85
! 2001 25.65 ncludes wholesale tax of 5 15
2002 25135 ncludes wholesale tax of 4 85
2005 27.00 ncludes wholesale tax of 6.5 |
2006 27.00 Rate frozen by Governor’s Executive
Order
2007 31.50 Includes wholesale tax of 11 0
2008 3220 Includes wholesale tax of 11 7
2009 3220 Rate frozen by legislative action

In November 2005 the Tax Department reported that the final average wholesale price on gasoline and
special fuel for the period July 1, 2005 through October 31, 2005 was $2 01 per gallon, an increase of
50 71 from the $1 30 average for 2004, This increase was due to the substantial increase in gasoline
prices following Hurricane Katrina, among other things Under West Virginia law, this increase would
have resulted in an increase in the wholesale component from & 5 cents per gallon to 10 05 cents per
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gallon, resulting in a total motor fuel tax rate of 30 55 cents per gallon A projection of the additional
revenue accruing to the State Road Fund if the higher rate went into effect would be at least $50 million
over the period February 2006 through January 2007 due to the one month lag in collections Gov
Manchin issued an executive order freezing the wholesale rate {tax holiday) at the rate of 6.5 cents per
gallon for 2006

Tax halidays, such as enacted in West Virginia in 2006, have been examined in detail by economists.'
These temporary measures are very popular with consumers and lawmakers; however, they intreduce
costly economic distortions by temporarily shifting tax burdens from some industries and products to
others temporarily In addition, such holidays may introduce unnecessary instability in tax laws and in
some instances, may have increased administrative costs

In November 2006 the Tax Department reported that the final average wholesale price on gasoline and
special fuel for the period July 1, 2006-October 31, 2006 was $2 206 per gallon, an increase of almost
$0.20 from the 2005 average The Tax Commissioner 1ssued Administrative Notice 2006-22 announcing
that the wholesale component would now be 11 0 cents per gallon, making the motor fuel excise tax
31.5 cents per gallon, effective January 1, 2007 The additional funds from this tax increase would begin
in February 2007 The estimated additional funds accruing annually to the State Road Fund from this
increase of 4.5 cents per gallon are estimated to be around $63 miilion

For calendar year 2008 the Tax Commissioner issued Administrative Notice 2007-24 announcing that the
wholesale or variable components would be 11.7 cents per gallon, based upon an average wholesale
price of motor fuel of $2 34045 for the period July 1, 2006-October 31, 2007 This increased the motor
fuel tax rate to 32 2 cents per gallon for calendar year 2008.

During the Second Special Session of the 2008 Legis!ature HB 218 was passed and signed into law by
Gavernor Manchin This bill amends and reenacts Code of West Virginia §11-14C-48 establishing the
Motor Fuel Excise Tax Shortfall Reserve Fund that consists of funds transferred to the General Revenue
Fund for the purpose of accumulating funds in light of motor fuel excise tax receipts shortfalls below the
official revenue estimates. Under this legislation a fund totaling $40 million was established with 520
million allocated to shortfalls during calendar year 2008 and $20 million for shortfalls during calendar
year 2009 This legislation has guidelines for the determination of motor fuel excise tax revenues for the
following periods:

e Fiscal year ending June 30, 2008
* Monthly shertfalls for the period of July 2008-December 2009,

For calendar year 2009 the Tax Commissioner issued Administrative Notice 2008-28 announcing that the
wholesale or variable component would be 11 7 cents per gallon, based upon an average wholesale
price of motor fuel for the period beginning January 1, 2009 and ending December 31, 2009 shall be
$2 34 per gallon for purposes of the tax computation This resulted in an extension of the variable tax to

' Jonathan Williams and Andrew Chamberlain, “Temporary Gascline Tax Holidays: Relief for Motorist or
Poor Tax Policy?” State Tax Notes, August 21, 2006, pp 531-533
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11 7 cents per gallon during 2009 It is not known what the average wholesale price would have been
during the survey period (July 1, 2008-October 31, 2008); however, it should be noted that the peak in
U 5 gasoline and diesel prices occurred during the first half of July 2008 when diesel retail average was
$4 76 4 per gallon {July 14, 2008) and gasoline retail was $4 114 per gallon {luly 7, 2008). Following the
peak, the prices fell through the fall ** If the average whoiesale price during the period was, say $3.30,
the variable component of the motor fuel tax would have been 16.5 cents per gallon, for a total motor
fuel tax of 37.0 cents per gallon The lost revenue to the State Road Fund from keeping the rate at 32.2
cents per gallon is in the range of $62 million assuming a yield of $14 million per cent and the estimated
variable or whole tax rate of 16,5 cents

During calendar year 2008 a total of $12, 680,775 97 was transferred out of the Motor Fuel Tax Shortfall
Reserve Fund to the State Road Fund due to shortfalls in collections from those officially estimated by
the Tax Department

West Virginia’s current motor fuel tax rate of 32 2 cents per gallon ranks as the 10" highest in the
country, States with rates above West Virginia include New York, Washington, California, Connecticut,
Hawaii, Nevada, Wisconsin, lllinois and Pennsylvania Appendix Figure A-1 and A-2presents the motor
gasoline taxes and motor diesel taxes (inclusive of federal and state averaged across octane),
respectively by state

Highways or roads have some characteristics of a public good Economists define a public good as a
good that has non-rival and non-excludable properties A non-rival good does not suffer from
congestion, which means that additionai users do not diminish the quantity available for existing users
A good is non-excludable if it is too costly or simply impossible to prevent other people from consuming
it. Roads are partially non-rival until too many users cause congestion Also, it might be very costly to
prevent drivers from using some roads.

In assessing the provision of public goods, such as highways, economists use several different criteria to
evaluate the various types of revenues used These criteria include:

= Efficiency-which focuses on taxes varying positively with mileage driven and vehicle weight and
taxes varying negatively with the number of vehicle axles

¢ Equity, which incorporates concepts of ability-to-pay {taxes should be distributed in accordance
with income or wealth), benefits received (taxes should be distributed in accordance with the
benefits received from the highway system, and cost causation {taxes should be distributed in
accordance with highway expenditures caused)

= Administration {cost efficiency), which focuses on administrative, enforcement and compliance
costs

" Energy Information Administration, U S. Department of Energy, Weekly Gasoline and Diesel Prices,
www eia doe gov
" This section Is based, in part, on the 2007 BBER report,
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= Stability, which focuses on revenue stability over time

First tier taxes include registration fees and vehicle privilege taxes. Conceptually, first tier taxes should
cover the fixed operating costs of the highway system Second tier taxes should cover the construction
costs of the highway system Third tier taxes include weight-distance and axle-weight-distance taxes
Conceptuaily, third tier taxes should track the operation and maintenance costs that users impose on
the highway system

The fundamental justification for the use of motor fue] taxes (third tier) is to provide for a major portion
of highway costs is the benefits received principle of taxation Most public finance economists believe
this is the soundest tax policy in that the consumers of government services are taxed in proportion to
the benefits they receive from these services. The logic behind this is the fact that motor fuel usage has
a high correlation with the operation and maintenance cost imposed by users, In this sense, mator fuel
excise taxes serve as a user fee and thus meet the benefits received principle of taxation, -

Highways can be provided both privately and publicly There are numerous private toll roads in the
United States that charge drivers user fees However, conventional economic theory argues that public
goods are going to be underprovided by the private sector because entrepreneurs cannot effectively
charge all cansumers a fee and prevent all non-paying heneficiaries of public goods from consuming
them This leads to a socially suboptimal provision of roads due to the inability of the private sector to
capture in prices all highway related benefits and externalities

A public sector provision of highways could, in theory, result in a more optimal capture of these benefits
and externalities through taxes or user fees, For example, motorists pay for their usage of highways and
roads in motor fuel or gasoline taxes and fees that can be spent on road maintenance, safety, and clean
up. These revenues could be used to compensate for highway related externalities such as pollution,
noise, and accidents™, ideally, one would want to tax motorists, businesses, and residents in proportion
to the benefits they receive from the publicly provided transportation infrastructure and compensate
them for road noise and pollution,

While motor fuel taxes and fees might approach this ideal tax instruments with respect to motorists,
they omit businesses and residents who might be affected by highway related externalities For
instance, a motor fuel tax may not capture the benefits of economic development that might accrue to
the local businesses and residents from a new road or highway construction in their area The ability of
motor fuel taxes and fees to accurately target highway “consumers” will be further compromised as
alternative sources of energy become available. A more comprehenswve highway financing strategy is
needed in order to allocate the financial burden in accordance with benefits received. This
comprehensive highway financing strategy would have to look beyond motor fuel taxes and user fees
For example, general revenue funds, local option sales and property taxes could be used to finance

 Jonathan Williams, “Paying at the Purnp: Gasoline Taxes in America”, State Tax Notes, April 14, 2008 Provides a
history of the gasoline tax and its theory, incidence, and controversies

14 Gillen, D, D Levinson, and A Kanafani (1998} "The Social Costs of Intercity Transportation: A Review and
Comparison of Air and Highway," Transport Reviews, Vol 18, pp. 215-240
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highway construction and maintenance in addition to motor fuel taxes The benefits to business and
residential areas from a new road or highway construction could be captured with tax increment
financing {TIF), for example

Many states recognize that user fees and taxes are insufficient for the funding of public highways. in
Appendix Table xx is a comparison of the revenues used by states (including the District of Columbia} in
2005 for the construction and maintenance of highway systems *° The following are some key findings
from this tabie:

* In 2005 29 states reports using appropriations from general revenue funds for highway uses
The amount report represents gross general fund appropriates reduced by the amount of
highway-user revenues placed in the State General Fund In part, these appropriations may
reflect recognition of the public benefits accruing beyoend the highway user revenues dedicated
to highways

s In 2005 33 states reported other state imposts in support of highways,

* In 2005 alf states and the District of Columbia reported miscellaneous revenues in support of
highways In the case of West Virginia these funds may have come from miscellaneous revenues
{maps sales, etc ) and possibly interest income,

= Based upon the data, it is apparent that nearly all states supplement highway user fees (motor
fuel taxes, motor vehicle and motor carrier taxes and road and crossing tolls) with other revenue

The previous reports on this subject have addresses a variety of options for augmenting revenues for
the construction and maintenance of the West Virginia highway system A number of these options
were documented in the review of the BBER and West Virginia Tax Modernizaticn Report above One
option that appeared to be promising was the passage of Senate 8ill 673 during the 2006 of the West
Virginia Legislature This act, known as the Local Powers Act, permits counties the authority to impose,
administer, collect and enforce payment of voter-approved service fees for the purpose of providing
special infrastructure projects such as highway construction and maintenance within the county. This act
was used by the County Commission of Monongalia County to design a countywide service fee to
finance construction of certain infrastructure projects that had been identified by the Greater
Morgantown Metropolitan Planning Organization,

The County Commission established the date of February 2, 2008 for a special election permitting the
levying of a $2.00 per week user fee on all employees within Monongalia County The funds from the fee
would be used to 1ssue bonds that would fund $180 million in 18 transportation projects within
Monongalia County. Only 2,542 voted in favor of the user fee while 11,048 people voted against the fee
While there were a number of issues addressed during the period prior to the vote, the following were
most prominent,

¢ Since the user fee was a flat fee levied on all full- and part-time wage earners, it was viewed as
being highly regressive That is, the percent of wage and salary income paid declined rapidly as
this income increased

Y Federal Highway Administration, Highway Statistics 2005, Table SF-1 Availabie from www fhwa.dot.gov
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* Many voters perceived that passage of the fee and resulting bonding and construction would
result in a diversion of state highway construction and maintenance to other parts of the state
State highway officials indicated that such diversions would not be made but many voters did
not believe in these reassurances

¢ Questions were raised about the ‘fairness’ of a fee being levied on out of county residents who
are employed in Monongalia County, On the other hand, the fee permitted the export of the
burden to out of county residents Approximately one-fourth of employees in Monongalia
County commute from other counties

There are several lessons that could be learned from this election outcome First, the use of a wage
based user fee raises issues of equity and incidence The magnitude of the fee is fairly significant for low-
wage, part-time employees, Second, the use of alternatives such as a general sales tax or local motor
fuel excise tax might either spread the burden more widely or track better with the benefits received
from improvements in local roads Finally, there was little incentive for voter approval to take case of
local needs if voters believed passage would preclude access to state funds Linking local revenues
raised to a state matching program could increase the incentives for passage

West Virginiz, along with the rest of the country, is now facing the possibility of a prelonged recession,
possibly the most severe in the post-World War Il era, On Friday, February 6, 2009 the Bureau of Labor
Statistics released the January 2009 employment report. The U.S, economy lost 598,000 jobs from
December and has lost 3 6 million jobs since the recession started in December 2007, The national
unemployment rate increased to 7 6 percent, the highest since 1992 If marginally attached and
underemployed workers are added to the unemployment rate, the rate could be as high as 13.9
percent. Some economists believe the US unemployment rate will reach above 9 percent before the
economy starts to grow again HIS Glebal Insight’s January 2009 forecast update calls for the most
severe synchrenized global downturn of recent times and perceives a turnaround to anemia positive
growth in late 2009 '

Adding to the deterioration on the job front is the continued decline in retail sales, including automotive
sales Last week the January 2009 U S auto sales were released. The following were the declines in
market segment sales in lanuary 2009 compared to one year earlier; cars down 36 3%, light duty trucks
down 37.8%; and total SUV/Cross-over down 35 4%

Waest Virginia has weathered the downturn better than maost states In November 2008 BBER released
its West Virginia economic outlook forecast for 2009 and beyond."” Dr George Hammond, author of the
report, called for West Virginia to suffer job losses during 2009 followed by a rebound through 2014 In
his view the job losses will be less severe than experienced nationally; however, the major risk to the
forecast was the possibility of a more severe national downturn

¥ HIS Global Insight, U § Executive Summary, January 2009
" George Hammand, West Virginia Economic Outlook 2009, Bureau of Business and Economic Research, West
Virginia University, November 2008, Avallable at www bber wvu . edu



What are the implications of this recession on revenues accruing to the State Road Fund? The declines in
vehicle miles traveled nationally and in West Virginia will result in at least a six percent reduction in
motor fuel consumption, thereby affecting motor fuel tax revenues Table 2 summarizes motor fuel tax
collections and tax rates for the past six years.

Tabie 2 Motor Fuel Tax Collections and Rates

Calendar Year Tax Collections Tax Rate Yield Per ¢
{thousands} {¢ per gallon} {thousands)

2003 $297,906 25.35 $11,752

2004 295,864 2535 11,672 ]
2005 323,966 25.35 13,786

2006 324,777 2700 12,029 —
2007 377,176 3150 11,574

2008 403,002 3220 12,515

2009 Estimated 378,350 32 20 11,750

Source: West Virginia State Auditor’s Office

During calendar year 2009 the tax rate will remain at 32 20 cents per gallon. If one starts with the yield
in 2008 and discounts it by 6 0 percent due to a decline in the number of miles driven (based upon
FHWA data earlier in this report) and continued deterioration in the overall economy, then the yield per
one cent would be estimated at $11,750, which 1s still in line with the prior year yield The estimated
total revenues from the motor fuel tax in 2009 would be $378 million

Looking longer term, however, it is likely that the varniable component of the tax might decline in line
with much lower crude oil, diesel and gascline prices. In December 2008 the spread between diesel
{ultra low sulfur on highway) and gascline {all grades) was nearly 56 cents but his spread had narrowed
to around 30 cents by early February 2009 Some of the upward pressure on the statewide average
wholesale price of motor fuel {used to calculate the variable companent of the motor fuel tax) in the
past several years was due to the considerably higher price of diesel compared to gascline As this
differential 1s narrowed and crude oil prices remain relatively low, the average wholesale price may
weaken, leading to a potential decline in the variable tax component from its current level of 11.7 cents
per gallon For each one cent decline the estimated revenue loss could be upwards of 514 million.

The continued deterioration in the national and state economy will affect the amount of privilege tax
paid into the State Road Fund Over the last several years there the monthly collections have been lower
for many months compared to the previous year Figure 5 charts the monthly patterns in the monthly
privilege tax collections over the period 2006-2008 During the period July 1, 2008-December 31, 2008
privilege tax revenue collections were estimated to be $96,878,000 compared to $90,595,000, a
shortfall of $6,283,000.
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Figure 5 Monthly Privilege Tax Collections:

2006-2008
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IHS Global Insight has released its forecasts of car and light truck {Figure 6), which shows a decline of
nearly 41 percent in new vehicle registrations from 2002 to 2009.

Figure 6 Actual and Forecasted New Car and Light Truck Registrations,
West Virginia 1995-2010
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Source: IHS Global Insight-US Regional Service, West Virginia Winter 2009 Forecast
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Table 3 summarizes the tHS Global insights new vehicle registrations on a quarterly basis through the
first quarter of 2010 It is obvious that within the next year there may be a significant decline in new
vehicle registrations which will lead to significant erosion in privilege tax receipts. If one assumes the
loss in new vehicle registrations is 30,000 per year and the average selling price is $22,000 per vehicle,
then the lost privilege tax revenue is $33 millicn In addition, the slowing econcmy may reduce used car
sales further reducing privilege tax revenues

Tablz 3 New Vehicie Registrations

Year and Quarter New Vehicle Registrations
(Annualized Value =
2008Q1 77,300 )
200802 77,200
200803 70,800 .
200804 57,200 [
200901 48,900 ?
= 200902 51,500 :
2009Q3 56,700 !
200904 £1,400
2010Q1 65,600

Source: HIS Global Insight-US Regional Service, West Virginia January 2009 Update

Registration fees are the third major tax revenue source for the State Road Fund The slowing economy
may have some impact on this revenue stream but it will be minor compared with the potential impacts
on motor fuel and privilege tax revenues It should be noted that very few changes have been made in
registration fees over the past twenty years Since the state’s population has shown little growth and
these fees are not indexed to inflation, their relative contribution to the State Road Fund revenues has
been slowly declining over time

In recent years the West Virginia Legislature has taken significant action to bolster the revenues
dedicated to the State Road Fund. Diversions from the fund have been significantly reduced and
collections have been enhanced through the tax at the rack legislation, The five cent excise tax
component of the motor fuel fax was renewed through August 1, 2012 The privilege tax has shifted to a
sales tax permitting its deductibility on federal income tax filing An option for voter-approved service
fees at the local level for infrastructure projects was approved.

These efforts, however, do not solve the long-term short-fall between revenues and expenditures
associated with the State Road Fund. Vehicles continue to be more energy efficient thereby reducing
their consumption of motor fuels each year. The continued market penetration by alternative fuel and
electric power vehicles threatens revenues associated with the ‘gas tax’. Aging of the population will
result in reduced vehicle miles traveled Stabilization of crude oil prices in the $40-565 range may result
in lower variable components of the motor fuel tax All of these trends will reduce proceeds from the
current motor fuel excise tax

18



As the nation and state moves into a severe recession, fewer new vehicles will be purchased and titled
in West Virginia This has potential for significant declines in the privilege tax revenues and minor
reductions in registration fees The long-term outlook is even more dismal when one realizes the State
Road Fund revenues are not keeping up with the inflation is highway and bridge construction and
maintenance

The following are some recommendations for consideration by the West Virginia Legislature,

# Combine the motor fuel excise tax and variable tax at one rate of 32.2 cents per gallon
beginning in 2010. This may avoid a significant revenue loss if the variable rate falls below 11.7
cents per gallon due to low crude, gasoline and diese! prices

= Establish new registration category and higher registration fee for alternative fueled vehicles
The annual fee increment would reflect the foregone motor vehicle excise tax revenues that
would have been paid annually.,

+ Change the date for receipt of motor fuel collections from the last day of the month to the 23™
day of the month This will eliminate the volatility in collections from month to month when the
last day falls either on a weekend or holiday

# Consider establishment of more options and incentives for counties to enact local option taxes
for infrastructure improvements Options could include expansion of service fees from those
levied on employee wages to local option motor fuel or sales taxes One incentive could be the
establishment of a funding program within the State Road Fund which matches on a 2 for 1 basis
locally generated funds.

* Increase the privilege tax from five to six percent, a rate comparable to the general consurmer
sales and use tax.

* Increase registration fees by a given dollar amount or percent with the possibility of indexation
in future years to inflation as measured by the consumer price index.
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Table A-1
The Changing Characteristics of U.S. Vehicles Over the Years
Motor Vehicle Mileage, Fuel Consumption and Fuel Rates

Pasaenger Cars Van, Pickup Truchs and SUV's Trucks All Motor Vehicles
Mileage Fual Usa Fuel Rate Mileage Fuel Usa Fuel Rate Mileage Fuel Use Fuel Rate Mileage Fuel Use Fuel Rate
cY milesfvehicle - llonivehicle mifes/aallon milesivehicle aallon/vehicle miles/aallon milesivehicle aallonfvehicle miles/aallon milasfvetucle fallon/vehicle miles/gallon
1975 9,309 665 14 0 9,829 934 105 15,167 2772 56 9,627 790 122
1978 9,418 681 138 10,127 934 108 15,438 2,764 56 9774 800 121
1877 9,517 676 14 1 10,607 947 112 16,700 3,002 56 9,778 814 123
1878 9,500 665 14 3 10,968 948 18 18 045 3,263 5.6 10 077 816 124
1879 9 062 620 148 10,802 905 119 18,602 3,380 55 9,722 776 125
1980 8,813 551 160 10,437 854 12.2 18,736 3.447 54 9,458 712 133
1981 8,873 538 185 10,244 819 126 19,016 3,565 53 9477 697 136
1982 9,050 535 169 10.276 762 135 19,931 3647 55 9,644 686 141
1983 9,118 234 171 10 497 767 137 21,083 3,769 56 9,760 686 14 2
1984 9,248 530 17 4 11,151 797 140 22,550 3,967 57 10,017 691 145
1985 8,419 538 17 5 10,506 735 14 3 20,597 3,570 58 10,020 685 14 6
1988 2,464 543 17 4 10,764 738 146 22143 3,821 58 10 143 6592 147
1987 8,720 539 180 11,114 744 149 23,348 3,837 59 10,453 694 151
1988 89,972 531 18 8 11,465 745 154 22,485 3,736 60 10721 6588 166
1989 10 157 533 180 11,676 724 16 1 22,928 3,776 61 10 932 688 159
1980 10,504 520 202 11,902 738 16 1 23,603 3,853 60 11,107 677 16 4
1991 10,571 501 211 12,245 721 170 24 229 4,047 60 11 294 669 169
1992 10,857 517 210 12,381 717 17 3 25,373 4,210 60 11,558 683 169
1993 10,804 527 205 12,430 714 17 4 26,262 4,309 61 11,595 693 167
1994 10,992 531 207 12,158 701 173 25,838 4202 61 11.683 698 167
1995 11,203 530 211 12,018 694 17 3 26,514 4,315 61 11,793 700 16 8
1998 11,330 534 212 11,811 685 172 26,092 4,221 62 11,813 700 169
1997 11.581 539 215 12,115 703 17 2 27,032 4,218 64 11,107 711 170
1998 11,754 544 2186 12,173 707 17 2 25,397 4,135 61 12,211 721 169
1999 11,848 553 214 11,957 701 170 26,014 4,352 60 12,200 732 167
2000 11,976 247 218 11672 668 17 4 25617 4,391 58 12,164 720 16 9
2001 11,766 532 221 11,140 633 176 26,431 4,491 59 11,800 692 171
2002 12,202 555 220 11,364 650 17 5 27,071 4642 58 12,171 719 169
2003 12,325 556 222 11,287 697 16 2 28,093 4,215 67 12,208 718 170
2004 12,497 557 224 11,044 682 162 27,719 4157 67 12,190 715 171
2005 12,510 567 221 10,920 817 177 26,235 4,385 60 12,082 706 171
2006 12,427 554 22 4 11,857 660 1881 27,295 4,640 589 12,408 720 172

Source Federal Highway Adminssiralion, Highway Slalistics (Table VM-1)



Figure A-1 Motor Gasoline Taxes as of January 2009
{includes Federal tax of 18.4 cpg)
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Figure A-2 Motor Diesel Taxes as of January 2009
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FY
1972
1973
1974
1975
1976
1977
1978
1978
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1998
1997
1998
199¢
2000
2001
2002
2003
2004
2005
20086
2007
2008

Table

A-2

West Virginia State Road Fund Tax Revenue Sources

Gasoline Tax
(thousands §)

66,265

69,059

72,850

73,087

81,858

79,522

84,333
111,194
102,802

97,320

99,284
103,881
101,834

98,832

89,586
107,787
110,279
116,833
157,830
151,792
155,540
165,426
214,858
212,554
208,363
203,313
221,726
227,078
224 256
224 4286
230 141
221,338
272,398
311,625
320,757
349172
404 223

Wholesale Tax
(thousands §)

N/E
N/E
N/E
N/E
N/E
N/E
N/E
N/E
N/E
N/E
N/E
7,520
54,759
54 790
54 835
57,667
62,902
60,850
60,131
61,483
60,754
63,252
63,152
64,889
64,234
67,466
68,073
68,779
69,671
71,265
73,230
67,835
36,920
N/E
N/E
N/E
N/E

Registration Fees
(thousands §)

28157
33,579
30,718
34,430
36,884
36,880
39,556
49712
48,484
46,223
51,087
53,239
53,026
54,256
55,113
57,583
55779
60,733
60,807
64,738
67,386
68,819
70,413
70,047
76,418
75,297
81,543
78,788
87,483
77,440
85,929
86,238
83,146
88,074
86,976
87,058
86,396

Source Wesl Virginia Department of Transportation, Division of Highways
1970 — 16681 digest of revenue sourges in Wesl Virginia (liscal year 2002}
1982 — 1987 analysis of receipts and expendilures (where all your lax dollars
goes} produced yearly by the State Audilor's Office
1988 — 1593 Office of Stale Audior revenue as of 6/30/xx
1994 -2005 Slale of Wesl Virginia Financial information Management Syslem
Revenues as of 6/30/xx (issued by State Auditor)
Noles There was not a Wholesale Tax priar to 1983

N/E Nan Existenl

“indicales partial year

24

Privilege Tax
(thousands §)
24239
29,048
28,049
32,387
41,572
46,021
53,085
61,070
52,699
48,111
54 539
55,028
67,770
77,185
81,604
87,556
87,678
93,208
94 911
89,528
90,166
97775
111,925
122,489
120,450
126,140
133,712
143,506
155,588
154,370
172,472
167,723
177,000
176,495
171,479
173,306
169,463

Total

Dedicated
Tax Revenues
{thousands $)

118,661
131,686
131,617
139,914
160,314
162,423
176,974
221,976
203,985
191,654
204,920
219,679
277,389
285,113
291,138
310,603
316,638
331,424
373,679
387,541
373,856
395,272
460,348
469,979
467 465
472,218
505,054
519,151
537,008
527,501
561,772
543134
596 464
576,194
579212
609,536
660,082



TableA- 3

West Virginia State Road Fund Tax and Revenue Sources

Gaesoline Tax

Fiscal {thousands §)
¥pai 1 11 bedal
1982 590 284

48 5%

1985 98,832
39

1990 157 830
422

1991 151 792
411

1992 165,540
412

1993 165,426
408

1994 214 858
451

1995 212,554
44 4

1096 208,263
431

1957 203,212
418

1998 221,726
431

1999 227078
427

2000 224,236
4140

2001 224,425
418

2002 230,141
43 5

2003 221,228
403

2004 272,398
47 2

2005 311,625
532

2008 220,757
543

2007 348,172
55 0

2008 a4, 223
58 3

Sources: 1982 - 1887: Analysis of Receipls and Expenditures {Where All Your Tax Dollars Goes}, produced yearly by lhe State Auditors Office

Wholesale
Tax
(thousands %)

[T il Bodal
N/E
MIE

54 790
188

&0,131
161

61483
167

60 754
161

53,262
156

63,152
133

64,809
136

64,234
124

67 466
139

88,073
132

68,779
129

69,671
127

71,265
123

73,230
129

67 835
124

35,920
64

Registration
Fees
{thouaands $)
8wl doilal
551 097
29 9%

54 296
186

a0 a0y
162

84 738
175

67 396
179

B8 819
7o

70413
1438

FD,047
146

76418
16 0

79,297
155

81,542
158

79,788
150

B7 483
160

77,440
144

85,929
151

36,238
187

83,146
14 4

88,074
150

86,796
14 7

87,058
14 ¢

a5 396
125

Privilege Tax

{thouaande $)
[l Riila

$54 539

26 6%

7T 195
26 5

44 911
254

29 528
243

90 166
2389

87 775
241

111925
235

122,489
256

120 450
252

126,140
259

133,712
260

143,506
270

155,598
284

154,370
288

172,472
304

167,723
)]

176,700
3086

176,485
ap 2

171,479
250

173,306
27 B

169 463
245

Highway
Litter
Control
(D00’s 5)
(% of
kxnl }
N{E
N{E
W/E
M/E

745
az

1,384
04

1,391
04

1,403
1]

1.427
03

1,454
02

1,633
02

1,490
03

1,618
03

1,574
032

1,580
[ER]

1,482
03

1,744
03

1,595
02

1,578
03

1,856
03

1591
03

1549
a2

1878
03

Ind.
Access
Transler
(oD0's §}

% of

1tal

N/E
NIE

N/E
NIE

-1,716
05

-1,667
<05

-1,1G5
-03

-2, 112
-05

-344
-01

-2,142
04

-3,408
07

-3.487
07

-3,466
07

-217
oo

-1,562
£33

-4,346
048

-3.811
46

-2 294
04

-2 548
05

2428
04

-3 005
05

-3,034
05

-3,352
05

LG LT B BT O]

Nirwertiing

iin=iiasis $)

ef jofal]
NiA
NiA,

6,087
21

1,645
04

1,899
05

3,005
o8

10,870
27

14,881
31

9,433
20

13,135
27

16,030
33

11,661
23

10,772
20

10,395
19

11,770
22

6,603
11

7.364
13

10212
17

12 614
20

34,346
99

1988 - 1993 Office of the State Auditor, Revenue as of 6/30 1994 - 2003 Stale of Wesl virginia Financial Informalion Management System

Revenue as of 06/30 (Issued by Stale Audilor) 2004-2005 State Dollar Repart produced yearly by the Slate Auditors Office

Notes N/E Nan Exislent

NfA Not Available

25

Toxal
(thounuids §)

$204,920

291,200

374,352

J69,157

77,147

405,433

476,312

478,724

478,825

486,249

514,865

531 280

547 421

536,408

567,807

548,696

574 297

582 986

587 930

620,665

592,954



Table A-4 Revenues Used by States for Highways 2005 1.
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5 Prebmanary data was vesed
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2008-2009 ANNUAL REPORT
Forest Management Review Commission

Pursuant to Section 7, Article 24, Chapter 5 of the Code of West Virginia, the West Virginia
Forest Management Review Commission (FMRC) makes the following report to the Joint
Committee on Government and Finance for the period of May 2008 through January 2009.

May 2008

Mr. Jeff Herholdt, Director of the Division of Energy from the West Virginia Department
of Commerce, gave a presentaion to the commission regarding Biomass Energy Utilization and
passed out information regarding Biomass Opportunities in West Virginia.

Mr. Randy Harris from the Mingo County Redevelopment Authority gave a presentation of
Hybrid Energy, and coal and wood to liquid fuels. Handouts presented.

Mr. Randy Dye, Director, Division of Forestry, gave an update on the Division of Forestry
staffing, Previous staffing levels showed 30% vacancies; staffing has since stabilized with recruiting
from forestry schools and currently there are only four vacancies.

June 2008

Mr. Randy Dye, Director of the Division of Forestry, discussed proposed topics of interest
for the 2008 interims and presented a handout with an outline for the commission to review,
including economic development and assistance for state forestry industries, taxes, logging capacity,
forestry inventory, “green” certification of WV sustainable forestry initiatives, WV Division of
Forestry programs, site visit to the Crawford Tree Farm, and many other topics.

July 2008

Mr. Gary Gibson, Director of Plant Industries, Department of Agriculture gave a presentation
on the gypsy moth problems facing West Virginia and the need for additional state and federal
funding. Delegate Hartman made a motion for staff to prepare a letter to West Virginia’s
congressional representatives and the US Department of Agriculture, Forest Service, requesting their
help to restore federa! funding for gypsy moth suppression and the “Gypsy Moth Slow the Spread
Program.” See attached The motion was adopted.

Further, a motion was made for staff to draft a Resolution commending the forestry industry
in West Virginia for adopting and adapting to sustainable forestry initiatives.

August 2008

Mr. Clyde Thompson, US Forest Service, discussed issues regarding spraying in the
Monongzhelia Forest for gypsy moth as well as ATV access and the Monongahelia forest plan.



Mr. Randy Dye, Director, Division of Forestry, provided a status report on the status of forest
industries with presenters. Additional information was presented to the commission that indicates
that there has been over a 20% decrease in jobs associated with the lumbar industry since 2005

Staff presented the resolution commending the forestry industry in West Virginia for
adopting and adapting to sustainable forestry initiatives. Following a discussion of the resolution,
Ed McCoy made a motion to amend the resolution. Senator Helmick moved to pass the resolution
with amendment. The motion was adopted. See atfached The Resolution was forwarded to the WV
Division of Forestry and the WV Forestry Association.

September 2008

During the out of town interim meetings in Bridgeport, WV, the commission planned to
conduct a visitation at Crawford Tree Farm. Due to inclement weather, the visitation was cancelled
and instead the Division of Forestry officials conducted a presentation on Urban and Community
Forestry, and tree farming at their Regional Headquarters in Farmington, West Virginia. Members
of the Crawford family were in attendance to discuss their tree farming operation and awards.

October 2008

Patrick Bowen, State Resource Conservationist, US Department of Agriculture, Natural
Resource Conservation Service, discussed the redesign of state and private forestry as a result of the
Food, Conservation and Energy Act of 2008-2012 (referred to as the 2008 Farm Bill), including new
cooperative programs with the WV Division of Forestry and over $8 million in funding for 2008.

Karen T. Sykes, US Department of Agriculture, Northeastemn Area/Watershed
Planner/Forester Northeastern Area, gave a presentation to the commission on State & Private

Forestry.

November 2008

Randy Dye, Director, Division of Forestry gave a presentation with handouts regarding
implementation of the Strategic Plan for the Sustainability of West Virginia Forestry. The chairmen
of the commission requested the Plan in an October 2008 letter. See aftached.

The previous plan was written in 1988, shortly after the Forest Management Review
Commission was established as a statutory body in 1987 and has not been updated since that time.
The new Plan will result from a study of 12 topics and will include broad representation of the
forestry community in West Virginia in the twelve committees studying the topics. A more detailed
explanation of the Plan is included in the attached letter, dated November 18, 2008. Once the study
is completed the Plan will be presented to the FMRC and the forestry community.

December 2008

Randy Dye, Director, Division of Forestry gave a presentation on the WV Forestry
Inventory. The forest inventory was first completed in 1949, with the most recent one in 2000.



Of the 15.4 million acres in West Virginia, 11.5 million acres can be considered timberland,
since it will produce at least 120 board feet per acre each year, with 11.157 million acres of
timberland available for harvest. In general, the volume of West Virginia’s forests has increased by
22% since 1989 and West Virginia forests are growing more timberland than is being harvested. If
the harvest continued at today’s rate, it would take 135 years to cut down every tree in West Virginia,
Families own approximately 60 percent of all forest land in the state; about 14 percent of the
timberland is owned by government interests.

January 2009

Randy Dye, Director, Division of Forestry gave a presentation and handout to the
commission on Forest Ecology in West Virginia. There are three ecoregions, the Western Hill,
Allegheny Mountain and Eastern Ridge and Valley Regions.

The commission sent a letter of condolence to the family of Delegate Proudfoot, who was
tragically killed in a car accident last month. See attached.

February 2009

The commission was presented information on “superirees” and the USGS
topographical maps. The history of taxation of forest land in West Virginia and how it compares to
other surrounding states was presented by Mr. Randy Dye, Division of Forestry.

Respectfully submitted,
Walt Helmick e Gerald L. Crosier

Senate Co-chair House of Delegates Co-chair



WEST VIRGINIA LEGISLATURE
Forest Management Review Commission

Buflding 1, Room E-132 Senator Walt Helmick
19500 Kenawha Bonlevard, East Co-chair
Charleston, WV 25305-0610
(304) 3474819 FAX Co-chafr
August 18, 2008
The Honorable Nick Rahail
2307 Rayburn House Building

Washington, D.C. 20515
Dear Congressman Rahall:

At the July interim meeting of the West Virginia Legislature’s Forest Management Review
. Commission, representatives from the state Department of Agriculture appeared before our committee to
discnss their concerns about proposed federal funding cuts for gypsy moth suppression. ‘West Virginia’s
forested lands and urban landscapes continue to be threatened by the gypsy moth, which is a destructive, non-
native, plant-eating insect you have probably already heard much about. For many years the citizens of our
state have been able to depend on finding from the USDA Forest Service to help offset the cost for gypsy moth
suppression. Currently, the funding for the Gypsy Moth Slow the Spread Program, which has been a roll
model for programs aimed at reducing the movement of invasive plant pests, has been greatly reduced.

The elimination of gypsy moth suppression funding could not come at 2 worst time. Gypsy moth
populations are building within West Virginia and the amount of forested land defoliated by the insect has
increased from 2,641 acres in 2005 to 17,272 acres in 2006, to 77,910 acres in 2007 and almost 85,000 acres
this year. Each year the economic loss to our forests and timber stands as a result of gypsy moth defoliation
averages $2 million. This is just the value of the timber; it does not take into account environmental impacts
and tourism issues. Yet the cost of protecting our forests through a federally-assisted gypsy moth suppression
program is less than half that amount. Our cost-ratio benefits are more than two-to-one in favor of suppression
freatments.

In light of these issues, the members of the Forest Management Review Commission would greatly
appreciate your support in helping to restore federal funding for gypsy moth suppression and the Gypsy Moth
Slow the Spread Program to historical levels. Such an effort is needed if we are to protect our beautiful
mountains and sensitive ecosystems from the impact of the gypsy moth. Thank you for your consideration of
this matter.

Sincerely,

Senator Walt Helmick Delegate Gerald Crosier



WEST VIRGINIA LEGISLATURE
Forest Management Review Commission

Building 1, Room E-132 Senator Walt Helmick
1900 Kanawha Bonlevard, East Co-chatr

Charleston, WV 25305-0610

(304) 3474819 FAX Co-chair

The Honorable Alan B. Mollohan
2302 Rayburn House Building
Washington, D.C. 20515

Dear Congressman Mollahan:

At the July interim meeting of the West Virginia Legislature’s Forest Management Review
Commission, representatives from the state Department of Agriculture appeared before our committes 0
discuss their concems about proposed federa! funding cuts for gypsy moth suppression. West Virginia's
forested lands and urban landscapes continue to be threatened by the gypsy moth, which is a destructive, non-
native, plant-eating insect you have probably already heard much about. For many years the citizens of our
state have been able to depend on funding from the USDA Forest Service to help offset the cost for gypsy moth
suppression. Currently, the funding for the Gypsy Moth Slow the Spread Program, which has been a roll
mode] for programs aimed at reducing the movement of invasive plant pests, has been greatly reduced.

The elimination of gypsy moth suppression funding could not come af a worst time. Gypsy moth
populations are building within West Virginia and the amount of forested land defoliated by the insect has
increased from 2,641 acres in 2005 to 17,272 acres in 2006, to 77,910 acres in 2007 and almost 85,000 acres
this year. Each year the economic loss to our forests and fimber stands as a result of gypsy moth defoliation
averages $2 million. This is just the value of the timber; it does not take into account environmental impacts
and tourism issues. Yet the cost of protecting our forests through a federally-assisted gypsy moth suppression
program is less than half that amount. Our cost-ratio benefits are more than two-to-one in favor of suppression
treatments.

In light of these issues, the members of the Forest Management Review Commission would greatly
appreciate your support in helping to restore federal funding for gypsy moth suppression and the Gypsy Moth
Slow the Spread Program to historical levels. Such an effort is needed if we are to protect our beautiful
mountains and sensitive ecosystems from the impact of the gypsy moth. Thank you for your consideration of
this matter.

Sincerely,

Lt Fidtf  spsalidd T

Senator Walt Helmick Delegate Gerald Crosier




WEST VIRGINIA LEGISLATURE
Forest Management Review Commission

Building 1, Room E-132 Senator Walt Helmick
1900 Kanawha Boulevard, East Co-chair

Charleston, WV 25305-0610

(304) 3474800 Delegate Gerald Crosier
(304) 347-4819 FAX Co-chatr

The Honorable Robert C. Byrd
311 Hart Senate Office Bldg.
Washington, D.C. 20510

Dear Senator Byrd:

At the July interim meeting of the West Virginia Legislature’s Forest Management Review
Commission, representatives from the state Department of Agriculture appeared before our commitice to
discuss their concerns about proposed federal funding cuts for gypsy moth suppression. West Virginia’s
forested lands and urban landscapes continue to be threatened by the gypsy moth, which is a destructive, non-
native, plant-eating insect you have probably already heard much about. For many years the citizens of our
state have been able to depend on fimding from the USDA Forest Service to help offset the cost for gypsy moth
suppression. Currently, the funding for the Gypsy Moth Slow the Spread Program, which has been a roll
model for programs aimed at reducing the movement of invasive plant pests, has been greatly reduced.

The elimination of gypsy moth suppression funding could not come at a worst time. Gypsy moth
populations are building within West Virginia and the amount of forested Jand defoliated by the insect has
increased from 2,641 acres in 2005 to 17,272 acres in 2006, to 77,910 acres in 2007 and almost 85,000 acres
this year. Each year the economic loss to our forests and timber stands as a result of gypsy moth defoliation
averages $2 million. This is just the value of the timber; it does not take into account environmental impacts
and tourism issues. Yet the cost of protecting our forests through a federally-assisted gypsy moth suppression
program is less than half that amount. Our cost-ratio benefits are more than two-to-one in favor of suppression
treatments.

In light of these issues, the members of the Forest Management Review Commission would greatly
appreciate your support in helping to restore faderal funding for gypsy moth suppression and the Gypsy Moth
Slow the Spread Program to historical levels. Such an effort is needed if we are to protect our beautiful
mourntains and sensitive ecosystems from the impact of the gypsy moth. Thank you for your consideration of
this matter.

Sincerely,

Senator Walt H@/ Delegate Gerald Crosier




WEST VIRGINIA LEGISLATURE
Forest Management Review Commission

Building 1, Room E-~132 Senator Walt Helmick
1500 Kanawha Bounlevard, East Co-chair

Charleston, WV 25305-0610

(304) 3474800 Delegate Gerald Crosler
(304) 3474819 FAX Co-chair

The Honorabie John D. Rockefeller, IV
531 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Rockefeller:

At the July interim meeting of the West Virginia Legislanme’s Forest Management Review
Commission, representatives from the state Department of Agriculture appeared before our commities to
discuss their concerns abont proposed federal funding cuts for gypsy moth suppression. West Virginia’s
forested lands and urban landscapes continue to be threatened by the gypsy moth, which is a destructive, non-
native, plant-eating insect you have probably already heard much about. For many years the citizens of our
state have been able to depend on funding from the USDA Forest Service to help offset the cost for gypsy moth
suppression. Currently, the fimding for the Gypsy Moth Slow the Spread Program, which has been a roll
mode} for programs aimed at reducing the movement of invasive plant pests, has been greatly reduced.

The elimination of gypsy moth suppression funding could not come at a worst time. Gypsy moth
populations are building within West Virginia and the amount of forested land defoliated by the insect has
increased from 2,641 acres in 2005 to 17,272 acres in 2006, to 77,910 acres in 2007 and almost 85,000 acres
this year. Each year the economic loss to our forests and timber stands as a result of gypsy moth defoliation
averages $2 million. This is just the value of the timber; it does not take into account environmental impacts
and tourism issues. Yet the cost of protecting our forests througha federally-assisted gypsy moth suppression
program is less than half that amount. Gur cost-ratio benefits are more than two-to-one in favor of suppression
treatments.

In light of these issues, the members of the Forest Management Review Commission would greatly
appreciate your support in helping to restore federal finding for gypsy moth suppression and the Gypsy Moth
Slow the Spread Program fo historical levels. Such an effort is needed if we are to protect our beautiful
mountains and sensitive ecosystems from the impact of the gypsy moth. Thank you for your consideration of
this matter.

Sincerely,




WEST VIRGINIA LEGISLATURE
Forest Management Review Commission

Building 1, Room E-132 Senator Walt Helmick
1900 Kanawha Boulevard, East Co-~chafr

Charleston, WV 253050610

(304) 3474800 Delegate Gerald Croster
(304) 3474819 FAX Co-chair

August 18, 2008

The Honorable Shelley Moore Capito
1431 Longworth House Office Building
Washington, D.C. 20510

Dear Congresswoman Capito:

At the July interim meeting of the West Virginia Legislature’s Forest Management Review
Commission, representatives from the state Department of Agriculfure appeared before our commitiee to
discuss their concerns about proposed federal funding cuts for gypsy moth suppression. West Virginia’s
forested lands and urban landscapes continue to be threatened by the gypsy moth, which isa destructive, non-
native, plant-eating insect you have probably already heard much about. For many years the citizens of our
state have been able to depend on fimding from the USDA Forest Service to help offset the cost for gypsy moth
suppression. Currently, the funding for the Gypsy Moth Slow the Spread Program, which has been a roll
model for programs aimed at reducing the movement of invasive plant pests, has been greatly reduced.

The elimination of gypsy moth suppression funding could not come at a worst time. Gypsy mioth
populations are building within West Virginia and the amount of forested land defoliated by the insect has
increased from 2,641 acres in 2005 to 17,272 acres in 2006, to 77,910 acres in 2007 and almost 85,000 acres
this year. Each year the economic loss to our forests and timber stands as a result of gypsy moth defoliation
averages $2 million. This is just the value of the timber; it does not take into account environmental impacis
and tourism issues. Yet the cost of protecting our forests through a federally-assisted gypsy moth suppression
program is less than halfthat amount. Our cost-ratio benefits are more than two-to-one in favor of suppression
treatments.

In light of these issues, the members of the Forest Management Review Commission would greaily
appreciate your support in helping to restore federal fimding for gypsy moth suppression and the Gypsy Moth
Slow the Spread Program to historical levels. Such an effort is needed if we are to protect our beautiful
mountains and sensitive ecosystems from the impact of the gypsy moth. Thank you for your consideration of
this matter.

Sincerely,

Senator Walt Helmick Delegate Gerald Crosier
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Resolution

By The West Virginia Forest Management Review Commission

«4 Commendation for Professional Forestry In West Virgiriia”

Recogniﬁng the State’s forestry and forest products industries and commending them for
the enthusiasm for which they have adopted and adapted to Sustainable Forestry.

WIIEREAS, Forestry is the profession embracing the science, att, and practice of crea;in g
managing, using, and conserving forests and associated resources for human benefits and
in a sustainzble manner to meet desired goals, needs, and values; and

WHEREAS, The specific goals and values achieved through forestry may include clean water,
clean air, wildlife habitat, timber production, woodland recreation and an array of non-
timber products, recognizing that all goals are not expected on all acres. Sustainable
Forestry specifically integrates managing forest lands for these values and goals at a rate
that will continuously maintain the potential for social, environmental and ecoxjomic
benefits for present and future generations; and

WHEREAS, West Virginia is justifiably proud of its rich bounty of timber and associated plants

and animals and of its people who recognize that careful stewardship of our forest land is



essential if our descendants are to benefit from and enjoy these resources as we
do today; and

WHEREAS, West Virginia’s forests contribute more than four billion dollars annually from
forest products and incalculable other dollars from clean water, hunting and fishing,
aesthetics, and woodland recreation, and other environmental services that would not
exist if it were not for the forests; and

WHERFEAS, Through self-imposed voluntary forest practice standards that provided the
foundation for West Virginia's Logging Sediment Control Act and Best Management
Practices the state’s forest products industry has achieved an outstanding record of
responsible forestry. Moreover, industry members have implemented the national
Sustainable Forestry Initiative, a program of member mandated comprehensive forestry
and conservation practices, designed to perpetnate healthy forests and the thousands of
life-enriching products derived from such forests through training, education, and
monitoring; and

WHEREAS, Self-monitoring by the forestry industry and actively enforced state laws combine
to ensure that West Virginia wood products are harvested and produced legally; and

WHEREAS, Based on credible testimony and evidence it is clear that the management of West
Virginia’s forests and the production of forest products in the state is fully sustal nable,
providing for current needs whilje enswring the same or greater productivity for future
generations; therefore, be it
Resolved by the Forest Management Review Commission on August 25, 2008:
That West Virginia forest landowners, particularly tree farm owners whose tracts have

been recently recognized, nationally and internationally, as examples of sustainable forestry for



certification purposes are hereby conmended; and, be it

Further Resolved, That the forest products industry is recognized for adopting the
Sustainable Forestry Initiative through which it voluntarily promotes, trains, and educates
company personnel, staff and contractors in the up-to-date use of professional forest practices
designed to perpetuate and enhance our rich forest heritage; and for voluntarily subjecting its
practices to monitoring to enswre compliance; and, be it

Further Resolved, That the West Virginia forestry community in general be commended
for practicing carefu] stewardship that has increased the volume of timber growing in West
Virginia’s forests, while allowing some areas to be harvested five or six times, for each of the last
six decades, as audited by the Inventory Branch of the U. S. Forest Service; and, be it

Further Resolved, That purchasers of West Virginia wood products can be assured, based
upon ample evidence, that the forests of West Virginia are being managed sustainably, and
harvested legally; and, not only are the forests themselves being sustained, but so are the myriad
benefits essential to 2 healthy and productive life which will continue to be available for future
generations. . .the products, the beauty, the wildlife, the recreation and the industry; and, be it

Further Resolved, That House Resolution No. 8 by Delegates Stempie, Butcher, and
Williams passed during the 2001 Regular Session of the West Virginia Legislature, be
incorporated by reference as part of this Resolution because of the meaningful and specific ideas
expressed therein, especially the request that the public, forest landowners and resource agencies

embrace and support the objectives of the Susteinable Forestry Initiative in this State.



THE SENATE OF WEST VIRGINIA

COMMITTEE ON FINANCE
CHARLEGTON 26305

WALT HeELMICK Aoowm 488, S1ata CAPTOL
CHATMAN {304) 387-7080

October 12, 2008

Mr. Randy Dye

Stiate Forester

Guthrie Center, Bldg. 13
1900 Kanawha Blvd., East
Charleston, WV 25305

Dear Randy:

It is again time to plan for the year’s activities. Although we hate to train our
sights on you, you and your crew can do what we need to have done. As you
probably know better than us, the forestry industry has been having hard times. As
always in politics, some in industry would like to blame the Legislature; some would
place the blame on you and others will be after the Governor. We don’t need the
blame and we are trying to help the industry.

As a bit of history, the more or less informal Forest Management Review
Commission (FMRC) was established as a statutory bedy in 1987 fo serve as a
coordinating body to generally assist in the reterition and expansion of forestry and
forestry related industries (5-23-4). The charge was to involve the several state and
federal agencies, commissions, boards, committees, associations and other entities.
Then Delegate Joe Martin, who, with Delegate Sara Lee Neal, helped initiate the
legislation reminds me of this every now and then.

One of the first attempts of the FMRC was an effort to study and prepare a
strategic plan for forestry in the State of West Virginia. Under the leadership of
Delegate Neal and Senator Vernon C. Whitacre, then co-chairman of the FMRC, a
statewide committee of some 75 knowledgeable individuals was organized under the
leadership of four co-chairmen from the forest industry and economic development.
This resulted in December, 1988 in a 139 page “Strategic Plan For More Fully
Developing The Forest Resource In West Virginia.” Your office probably has a copy
of this document. The executive summary says the committee studied 17 issues, 49
goals, 54 strategies and that 269 specific suggestions were agreed upon. This wasa
remarkable accomplishment for a new Commission.



Mr. Randy Dye
October 12, 2008
Page 2

In the 20 years since, the industry has seen great progress as well as some
disappointments. West Virginia has attracted some of the world's largest plants for
manufacturing forest products from low quality timber which enables us to practice
better forestry, according to reports from the U.S. Forest Service the state’s timber
volume continues to grow in excess of harvest, we continue to refine the various tax
programs and the industry seems dedicated to sustainability. However, the current
price for lumber is the lowest it has been in years, the high cost of fuel is said to be
reflecting adversely on forestry activities and there is continuing litigation about
whether forestry practices contribute to flooding.

Consequently, as co-chairmen of the FMRC, we have decided that another
review is in order. We understand that it has been 100 years since the first efforts to
develop what is now the Division of Foresiry. Perhaps this overall effort could be
tied someway to this milestone. . .showing what has happened and why.

We would like for you to invite whomever is necessary to assist in studying the
following topics with a view to reporting on one or two at each meeting of the FMRC
this coming year. We understand that it takes a while to get organized; so we would
expect your first oral report, with & condensed hand out sheet at the November
meeting. At the conclusion of the assessment studies, we will work together to take

the accumulated reports and from them devise a Strategic Plan for Sustainability of
West Virginia Forests that the FMRC can publish as is did 20 years ago.

Afier quite a bit of thought, outside input, and we believe common sense, the
following topics are being suggested:

A. October. Justareport on how you are planning the studies.

B. November. The West Virginia timber inventory.

C. December. Taxation and West Virginia forestland. Are we different?
D. January. West Virginia’s primary forestry industry.

E.  February. West Virginia’s secondary forest industry.



Mr. Randy Dye
October 12, 2008
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F.

Lt

K
L.

M.
N.

March, West Virginia forest ecology - diversity, uniqueness,
similarities, or as the scientists say the physiologic, climatology, edaphic
and biotic. [Special meeting since the Legislature is in session.]

April. Dangerous factors affecting forestry - past, present, future.
[Special meeting since the Legislature is in session.]

May. Reclamation of damaged lands to foresiry.

June. Urban forestry. Forest management and tourism.

July. Regenerating the West Virginia forest. Usefulness of biomass.
August. Silvicultural guides to managing West Virginia forests.
September. Forest management and wildlife.

October. Tree marking guides for West Virginia hardwoods.

Strategic Plan for the Sustainability of West Virginia forests.

We realize that this will make your life very busy this year, but we believe that
it is a necessary step in planning for West Virginia's future and the future of our very
important forest resource.

Sincerely,

//W

Walt Helmick Gerald L. Crosier

Co-Chair FMRC Co-Chair FMRC




Jos Manchin 0 Charles R. Dye
Govemor Director/Stata Forester

DIVISION OF FORESTRY
1900 Kanawha Boulovard, Fast
Charleston, West Virginla 25305-0180
{304) 558-2788/FAX (304) 558-0143
www.wyforestry.com

November 18, 2008

The Honorable Walt Helmick
West Virginia Senate
Building , Room 465-M
State Capitol Complex
Charleston, WV 25305

The Honorable Gerald Crosier
West Virginia House of Delegates
Building 1, Room 220-E
Charleston, WV 25305

Dear Senator Helmick and Delegate Crosier:

The West Virginia Division of Forestry (WV DOF) is proceeding to address
the 12 topics so the Forest Management Review Commission (FMRC) can publish a
“Strategic Plan for Sustainability of West Virghia Forest® as requesied in your
October 12, 2008 correspondence. Today's presentation Is simply an overview of
the process that will be utilized to address these 12 topics.

| have provided you with a packet of information that illustrates the work that
has been done thus far. The sheet titled “FMRC Response Committees” shows the
committee members that will be addressing each of the 12 topics. These individuals
represent a broad spectrum of the forestry community with members from the US
Forest Service, NRCS, industry, WVFA, WVU Division of Forestry & Natural
Resources, private forestry consultants, loggers, sawmill owners, banking, WV DNR
Wildlife and Parks Sections, WV Department of Agriculture Plant Pest Division, WV
DEP Mine Reclamation, The Nature Conservancy, large and small private
landowners, cooperate landowners and the WV Division of Forestry.

These committees will be studying the following topics which | will be
presenting to the FMRC In the corresponding months.

1. December The West Virginia Timber Inventory
2. January Taxation and West Virginia’s Forestland
3. February West Virginia's Primary Forest Industry



Senator Helmick and Delegate Crosier
November 18, 2008
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4. March West Virginia’s Secondary Forest Industry
5. April West Virginla’s Forest Ecology
8. May Threats to West Virginia's Forest
7. June Reclamation of Damaged Lands
8. July Urban Forestry
9. August Regeneration of West Virginia’s Forest
10.September Silvicultural Guide Lines for Managing W V’s Forest
11.0ctober Forest Management and Wildlife

12.Novembser Tree Marking Guides for West Virginia Hardwoods
13.December Strategic Plan for the Sustainability of WV’s Forest

Qur first committee meeting was held last Thursday, November 13, 2008 in
Charleston with 47 of the 60 committee members present. The committees are
scheduled to meet again this Friday, November 21, 2008 at various locations around
the state. The committee’s notes, suggestions, and ideas are due December 8,
2008 to respective DOF members who will prepare a draft report for the committees
by January 2, 2008. Each committee will review and edit the draft reports and retum
them to the DOF by January 9, 2008. All committees will then meet at the
Flatwoods Days Inn for the final review of each topic. The DOF will then start
developing the sirategic plan which will be completed by the December 2009
deadline.

The Strategic Plan presented io the FMRC for accgptance in December 2002
will be In a very similar format to the one they released in Decomber 1988.

I want to thank the Commission for this opportunity to assist in the
development of this plan which will better position the forest industry and other
interest for the challenges that lie ahead of us all.

Sinceraly,

Charles R. Dye
Diractor/State Forester

CRD/plc



WEST VIRGINIA LEGI_SLATURE
Forest Management Review Commission
Parks, Recreation and Natural Resources Subcommiittee

(304) 3474800
(304) 3474819 FAX

Building 1, Room E-132
1900 Kanawha Boulevard, East
Charleston, WV 25305-0610

January 11, 2008

Mrs. Lynn Proudfoot
and family

P.0O. Box 2371

Elkins, WV 26241

Dear Lynn, WiIli, Ben and Elizabeth:

The members of the Parks, Recreation and Natural Resources Subcommittee and
the Forest Management Review Commission would like to express our heartfelt
condolences to you on Bill's recent passing. Having spent time with you and Bill on parks
visitations and other committee functions, we know how close-knit your family is and how
deep your sense of loss must be.

Please know that Bill was a valued member of our committees who was universally
liked and respected. We will remember Bill as a colleague who brought a tremendous
breadth of knowledge and experience to our commiitees on such a wide array of subjects -
whether it was naturai resources, agriculture, education, history, government, polifics, all
things mechanical, or virtually anything else we delved into. Those of us who atiended the
parks visitations to the pioneer homestead at Twin Falls State Park or the museum at
Watters Smith State Park, for example, will all remember Bill's extensive knowledge and
understanding of the "how things worked" and “how people lived® In rural 18 ® century
Appalachia. Blll was the kind of man who had the knowledge, experience and wisdom fo
live successfully in the 21 ® century, but who would have been equally adept at living on
that ploneer homestead in the 1800s.

And most of all, we will remember Bill for the wonderful human being he was. He
was a kind, cheerful and thoughtful person who was always graclous to fellow commitiee
members and staff. Bill was not only our colleague, he was our friend - and his presence
will be greatly missed by all.



Again, we express our heartfelt condolences fo you and we acknowledge Bill's
exemplary record of service to our committees.

May God Biess You,
Walt Helmick, Chair John Pat Fanning, Chair
State Senate State Senate
Gerald L. Crosier, Chair Jeff Eldridge, Cochair
House of Delegates House of Delegates
William G. Hartman, Vice Chair Danny Wells, Cochalr
House of Delegates House of Delegates
Forest Management Review Comm. Parks, Recreation and Nafural Resources

Subcommittee



WEST VIRGINIA LEGISLATURE
JOINT COMMITTEE ON GOVERNFMENT ORGANIZATION
STATE CAPITOL
CHARLESTON, WEST VIRGINIA 25305

2007-2008 Report
of the
Joint Standing Committee on Government Organization
fo the
Joint Committee on Government and Finance

During the 2007-2008 Interim Session, the Joint Standing Committea on Government Organization
has had under consideration the following topics:

SB554 Relating fo osteopathic physician and surgean licensing requirements

HCR34 Requesting that the Joint Commitiee on Govemnment and Finance study a four day work week
conslsting of ten hour days for city, county and state employees

HCR73 Requssting that the Joint Committes on Govemment and Finance authorize a study of the sfructure
and organization of the West Virginta Racing Commisston, Athletic Commission and Lottery

HGR8? Requesting that the Joint Committee on Government and Flnance authorize a study of the adoption
of gresn building standards

HCR88 Requesting that the Joint Committes on Govemnment and Finance authorize a study of the policies and
precedures for awarding vendor preferences in state purchasing contracis

HCR89 Requesting that the Joint Committee on Government and Finance authorize a study of the authority
and structure of professional regulatory boards

HCR80 Requesting that the Joint Committes on Govermment and Finance authorize a study of the law
governing the West Virginia Board of Pharmacy

HCR81 Requesting that the Joint Commitiee on Govemment and Flnance to authorize a study of the law
goveming the West Virginta Board of Occupational Therapy

HCRS2 Requesting that the Joint Commiftee on Government and Finance authorize a study of the law
goveming the Board of Registration for Senitarians

HCR93 Requesting that the Joint Committee on Government and Finance authorize a study of the advisabllity
and feasibility of the creation of a new professional licensure category of marrtage and family therapy



HCR94 Requesting that the Joint Committes on Government and Finance authorize a study of the law
goveming the Board of Barbers and Cosmetologists

HCR95 Requesting that the Jeint Committse on Govemnment and Finance authorize a study of the law
governing the Board of Reglstration for Foresters

HCR96 Requesting that the Joint Committes on Government and Finance authorize a study of the law
governing the West Virginia Board of Veterinary Medicine

HCR97 Requssting that the Joint Committee on Government and Finance authorize a study on whether the
West Virginia Parinership to Promote Community Well-Being established by Executive Order 8-04 should
be codified

HCR113 Requesting that the Joint Committes on Government and Finance authorize a study of the Impact
of climate change

HCR117 Requesting that the Joint Committee on Government and Finance study inclusion of athlstic
trainer licensure and regulation under the laws goveming the West Virglnia Board of Physical Therapists

HB4079 A study of Professianal Employer Organization (PEO) sponsorship of and involvement in
employss health plans and other issues related to the operation of PECs

HB4525 Weatherization Program under the Department of Energy

Study the impact on private businesses of state contracts awarded to the West Virginla Assoclation of
Rehabilitation Facilities

Study of Television Cable Company Oversight
Study of the WV 211 Program

The Committee and its Subcommittees met throughout the Interims, held discussions and had
presentations regarding 19 of the 21 topics.

The Commities reports the following bills:
HB Blank, Relating to the West Virginia Partnership to Promote Community Well-Bsing
HB Blank, Updating the law governing professional licensing boards In general
HB Blank, Updating the law governing the practice of veterinary medicine

HB Blank, Updating the law goveming the practics of occupational therapy



HB Blank, Updating the law goveming the practice of environmental health science and public health
sanitation

HB Blank, Updating the law goveming the practice of forestry

HB Blank, Repealing outdated sections of West Virginia Coede

HB Blank, Authorizing professlonal ficensing boards to combine administrative staff functions
HB Blank, Creating licensurs for Marriage and Family Therapists

With the recommendation that they each do pass.

Respectfully Submitted,

Sanator Edwin Bowman Delegate Jim Morgan
Senate Co-Chair House Co-Chair



PARKS, RECREATION AND NATURAL
RESOURCES INTERIM SUBCOMMITTEE

Annual Report to the Joint Committee on
Government and Finance
2008 - 2009

February 10, 2009



In the 2008 - 2009 interim year, the Parks, Recreation and Natural Resources Subcommittee
continued its oversight role of the West Virginia state park system and was also actively involved
in other wildlife resources and outdoor recreation issues of importance to the State.

Parks Related Issues

The West Virginia state park system continues to be one of the most operationally self-sufficient in
the nation, even though it is one of the few systems in the nation not charging entry fees, The Fiscal
Year 2008 operational self-sufficiency figure was 60 percent, compared to 59 percent the prior year.
This figure was improved despite large increases in operating expenses including gasoline, utilities
and minimum wage changes, which increased operating expenses in FY08 in excess of an estimated
31 million. FY 2008 was a record year for total revenues, with revenues totaling $21,229,122.

Parks issues of interest in 2008 - 2009 and speakers who appeared before the Subcommittee to
address these issues included:

- Ken Caplinger, Chief, West Virginia State Parks, who discussed significant developments
in the West Virginia state parks system in 2008;

~ Clyde Thompson, Forest Supervisor, and Nadine Pollock, Natural Resources Group

Leader, Monongahela National Forest, who discussed recreation management in the Monongahela
National Forest;

~ Bob Beanblossom, West Virginia State Parks Distric Administrator, who discussed the
history of the West Virginia state park system;

~ Jody Spencer, Superintendent of the Greenbrier River Trail, who discussed recent
developments on the Greenbrier River Trail;

- Bob Hoke, Secretary-Treasurer, Mountain State Railroad and Logging Association, who
discussed recent developments at Cass Scenic Railroad State Park.

Wildlife Resources Related Issues

In the 2008 - 2009 interim year, the Subcommittee also continued its oversight role of outdoor
recreation activities managed by the Wildlife Resources Section. Wildlife Resources issues of
interest in 2008 - 2009 and speakers who appeared before the Subcommittee to address these issues
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included:

- Paul Johansen, Assistant Chief for Game Management, West Virginia Wildlife Resources,
who discussed the results of the Fall 2008 big game hunting season. A summary of the harvest
figures from the 2008 big game hunting season is included in the appendix. Mr. Johansen also
appeared at another Subcommittee meeting to provide a review of the available research on dynamic
deer crossing sign and sensor systems. The Subcommittee passed a resolution requesting the study
of deer/vehicle collisions and the formation of public-private partnerships between state and
insurance companies to find and fund countermeasures. The resolution is included in the appendix.

~Jim Evans, Supervisor of Game Research, West Virginia Wildlife Resources, who discussed
the status of coyotes in West Virginia.

DNR Law Enforcement Issues

West Virginia DNR Law Enforcement issues of interest in 2008 - 2009 and speakers who appeared
before the Subcommittee to address these issues included:

- Lieutenant Dave Trader, West Virginia DNR Law Enforcement, who discussed hunter-
related accidents in West Virginia and ways to increase hunter safety.

State Parks and other DNR sites visited by the Subcommittee in 2008

In furtherance of its traditional oversight role, the Subcommittee has made a substantial commitment
to visit state park sites, as well as other sites managed by the Division of Natural Resources. This
year the Subcommittee conducted on-site visitations to Berwind Lake Wildlife Management Area,
Blackwater Falls State Park, Canaan Valley Resort State Park, Cass Scenic Railroad State Park,
Panther Wildlife Management Area, Seneca State Forest, T'win Falls Resort State Park, Watoga State
Park and Watters Smith Memorial State Park. Summaries of these visitation sites are located in the
appendix of this report.



Wﬂ?

John Pat Fanning
Chair
State Senate

Respectiully submitted,

J 17 Y
Jeff Eldridge
Co-chair

House of Delegates

Danny Wells
Co-Chair
House of Delegates
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SENATE/HOUSE CONCURRENT RESOLUTION NO. \

{By )

Requesting the Joint Committee on Government and Finance to study
deer/vehicle collisions {DVC) in West Virginia and establish
public-private partnerships between the State and insurance
companies to address and reduce DVC and to fund DVC
countermeasures.

Whereas, DVC across the United States, including West

Virginia, are a significant and increasing safety problem; and
Whereas, Nationwide, an estimated 1.5 million DVC occur

annually, resulting in $1 to $2 billion in economic losses (e.g.,

insurance claims, property damage, time off work, etec.) twenty-nine

thousand personal injuries, and wmore than two hundred human
fatalities; and

Whereas, In West Virginia, the number of white-talled deer
reportedly killed by vehicles annually has risen substantially from
just over two thousand in 1978 to just over nineteen thousand in
the year 2007; and

Whereas, The DVC problem and its potential countermeasures are
complex, interdisciplinary issues with significant transportation

safety implication; and
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Whereas, Numerous methods have been used to minimize DVC,
include, in vehicle technologies, deer whisgtles, rocadway lighting,
speed limit reductions, deicing salt altermatives, deer-£flagging
models, intercept feeding, passive deer crossing signs, dynamic
deer crossing signs and sensors, roadside reflectoré and mirrors,
deer repellants, deer herd reduction, public informatiom and
education, roadside vegetation management, exclusionary fencing,
wildlife crossings and roadway maintenance, design and planning
policies; and

Whereas, The efficacy of many of these DVC countermeasures
have proven to be ineffective. However, some of these measures
show promise and should be more fully evaluated using sclence
based, research methodologles; and

Whereas, The complexity and interdisciplinary nature of the
DVC problem and its countermeasures requires adequate research,
funding, development of effective partnerships and appropriate
exchange of information and technology:; therefore be it

Resolved by the Legislature of West Virginia:

That the Joint Committee on Govermment and Finance is hereby
requested to study deer/vehicle collisions (DVC) in West Virginia
and establish public-private partnerships between the state and
insurance companles to address and reduce DVC and to fund DVC
countermeasures; and be it

Further Resolved, That representatives from Rahall Appalachian
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Transportation Institute at Marshall Unlversity, Division of
Forestry and Natural Resources at West Virginla University, West
virginia Office of the Insurance Commissioner, West Virginia
Department of Transportation, and West Virginia Division of Natural
resources and insurance companies from the state be appointed to
serve on a committee charge with investigating the wide range of
igsues, concerns and contributing factors associated with DVC in
Weat Virginia; and be 1t

Further Resolved, That the committee prepare recommendations
designed to effectively reduce DVC and fund DVC countermeasures in
West Virginia; and be it

Further Resclved, That the Joint Committee on Government and
Finance report to the regular session of the Legislature, 2010, on
ite findings, conclusions and recommendations, together with drafts
of any legislation necessary to effectuate its recommendations; and
be it

Further Resolved, That the expenses necessary to conduct this
study, to prepare a report and to draft necessary legislation be
palid from legislative appropriations to the Joint Committee on

Government and Finance.



Summary of the 2008 Big Game Harvest Figures
Parks, Recreation and Natural Resources Subcommittee Meeting
January 11, 2009

2008 Bucks-only Firearm Season

The 2-week, bucks-only firearm season traditionally opens on the Monday of Thanksgiving
week. Hunters harvested 68,540 bucks during the 2008 season, which is up 2% from the 67,213
bucks taken in 2007. Undoubtedly weather during the first two days of the secason influenced
hunter participation and probably dampened the harvest somewhat. Rain fell opening day
statewide with temperatures in the low 40’s accompanied by gusty winds. Day two was windy
with snow falling and temperatures in the mid 30’s. Snowfall accumulation varied across the
state, with more than a foot of snow being reported in the higher mountains of eastern West
Virginia. Historically, deer harvest these first two days account for 55% of the season’s total.
More favorable weather conditions during the first two days of the season would have resulted in
an even higher buck harvest,

This is the 11 year in a row that concurrent antlerless deer hunting has been permitted during
portions of the buck season in selected counties. For the 7" year in a row, concurrent antlerless
deer hunting took place during the entire 2-week buck season. Where adequate harvests of
antlerless deer are occurring, Wildlife Biologists continue to report significant positive benefits
associated with this regulation strategy, including a reduction in buck hunting pressure and an
increase in antlerless deer hunting pressure.

While we have made significant progress in balancing the state’s deer population with available
habitat, a number of counties still support deer populations that are well above management
objectives and beyond the capacity of the habitat to support in a sustainable fashion. Where this
is the case, liberal antlerless deer harvest regulations will continue to be used in selected counties
to reduce overall deer populations to desired levels. Where deer populations are below or
approaching management objectives, we be recommending more conservative antlerless deer
harvest regulation for the 2009 season. These proposed regulations will be consistent with
guidelines established in the DNR’s White-tailed Deer Operational Plan.

2008 Antlerless Deer Season

Antlerless deer hunting opportunities were provided in a total of 44 counties, or portions thereof,
during the 2008 season. These counties had a 22-day split antlerless deer season with a bag limit
that ranged from 4 to 1, depending upon management objectives. The season included 2-weeks
of concurrent anlterless deer hunting during the buck season, 6 days during the traditional
antlerless deer season, and 4 days in late December for antlerless deer hunting.

A total of 54,704 antlerless deer were harvested during the 2008 season. This figure is 25%
above the 2007 harvest which was expected, as we had a more liberal antlerless season in place
this past fall. Harvesting female deer during the antlerless deer season is the most important and
effective tool used by wildlife managers, landowners and hunters to control deer numbers and



bring deer populations in line with their carrying capacity. As this management strategy is
accomplished, antler size, body weight and overall physical condition of the deer herd will
improve. We will continue to recommend appropriate antlerless deer harvest regulations for the
2009 season. Where deer populations exceed management objectives, liberal antierless harvest
regulations will be implemented to achieve management objectives. Where these populations
are below management objectives, more conservative seasons will be put in place.

2008 Muzzleloader Deer Season

The 2008 muzzleloader deer harvest of 8,378 was 9% higher than the 2007 harvest. This
increase in the muzzleloader harvest was also expected, as more counties were open to antlerless
deer season and either-sex muzzleloader hunting.

2008 Archery Deer Seasor

The 2008 archery deer harvest of 30,749 was 12% above the 2007 harvest.

2008 Bear Seasons

We are still process bear tags and harvest information is not yet available for the 2008 seasons.
2008 Wild Turkey Seasons

Spring turkey hunters harvested a total of 9,895 birds during the 2008 spring gobbler season.
These numbers are 1% lower than the 2007 harvest of 9,965.

Fall turkey hunters in 2008 harvested 1,128 birds during the fall 2008 season. The harvest is
currently 25% lower than the 1,511 recorded in 2007. Wildlife Biologists had forecast a lower
fall turkey harvest based upon poor poult production in the spring and abundant food sources this
fall which tend to scatter flocks and mike them less accessible to hunters.



SUMMARY OF OPERATIONS
Berwind Lake Wildlife
Management Area

ackground Informatio

Berwind Lake Wildlife Management Area began in the mid-1950's as a cooperative effort
between local business, fishing and community groups and the State of West Virginia. Land was
purchased from the Berwind Corporation to build a small lake. Construction on the earthen dam
began in 1958 and the lake was opened on April 25, 1959,

The core area is comprised of 93 acres of forested land, the lake and maintained grassy areas.
The swimming pool was constructed in 1967 and underwent extensive renovations in 2007. It
reopened Memorial Day Weekend, 2008. The lake was drained in the early 1980's in order to
rebuild the dam to meet more stringent environmental and safety requirements. The arch bridge
across the lake was built in 1993-94 and throughout the years other improvements have included
adding picnic shelters and tables, hiking trails and fishing docks. The most recent addition is
eight primitive campsites, completed in May, 2001, and located near the office.

Resource Management Issues

The lake is stocked with trout January through April of each year and catfish are stocked during
summer months, providing a draw for fishermen throughout the year.

The dam is cleared of trees and brush periodically to meet regulations. Power line rights of way
have also been cleared recently as was the area where the campground is now located.

Current/Recent Projects and Improvements

Swimming pool renovated
Swimming pool bathhouse renovated
Electrical upgrade to pool shelters

Playground equipment upgrade




Major Needs

Equipment
1-ton dump truck

Major Repairs and Alterations
Re-roof shelter
Extend water lines to picnic shelter
Additional picnic shelter
Construct shelter at swimming pool area

Personnel

The area operates with two full-time personnel, a superintendent and maintenance supervisor.
There are two seasonal employees and four part-time employees to cover maintenance and pool
operations during the summer. The area also utilizes CWEP workers when available.

Superintendent’s Comments

Berwind Lake is operated to provide both the recreational opportunities of the pool,
campground, paddle boats and picnic areas as well as the hunting and fishing opportunities for
outdoor sportsmen. The area is the only recreational facility available to the residents of southern
McDowell County. With the efforts of current and past employees, the area has undergone
significant upgrades, most notably the pool renovation.

Although still available for hunting, the “official” nature of much of the WMA proper,
consisting of many thousands of acres, has changed in the past few years as the private land
company has not been willing to renew the WMA lease with DNR Wildlife Resources.



Statistical Trends
Berwind Lake
Wildlife
Management
Area FY 2007 FY 2006 FY 2005
Attendance* 30,951 61,806 94,375
Campsite Occupancy 8.42% 4.71% 3.13%
Operating Revenue 5,035 5,140 4,985
Operating Expenditures 122,322 116,619 118,059
Surplus/(Subsidy) (117,287) (111,480) (113,074)
Self Sufficiency % 4% 4% 4%

* The drop in attendance is due in part to the lengthy closing of the pool for renovations and the
general decline in population of the surrounding areas. Also impacting attendance is the
loss of the majority of the WMA acreage due to the lease not being renewed.



Three Year Revenue Comparison
Berwind Lake Wildlife Management Area

Revenue FY 20607 FY 2006 FY 2005
Boat Rental 455 460 315
Campsite Rentals 730 1,052 559
Firewood Sales 19 64 32
Gift Shop Sales 234 418 520
Miscellaneous Collections 126 123 725
Picnic Shelter Fees 2,772 1,730 1,883
Vending Machines 700 1,292 950
TOTAL OPERATING

REVENUE 5,035 5,140 4,985




Three Year Expense Comparison

Berwind Lake Wildlife Management Area

Expense FY 2007 FY 2006 EY 2005
Total Personal Services 59,996 56,003 54,194
Total Employee Benefits 36,922 35,769 31,881
CURRENT EXPENSE
Office/Postal/Freight 519 538 482
Utilities 4,676 4,907 4,397
Telephone 3,804 3,161 3,617
Contract/Professional 8 5 153
Trave] 509 265 387
Vehicle Rental - - 259
Association Dues 50 50 50
Clothing/Household 3,451 3,290 4,428
Advertising
Vehicle Maintenance Expense 3,925 3,757 5,421
Research/Education/Medical 239 - -
Merchandise for Resale 1,472 1,816 1,999
| Miscellaneous 199 416 212
Training - - 1,339
Miscellaneous Equipment 1,796 1,094 461
TOTAL CURRENT
EXPENSE 20,649 19,300 23,205
REPAIRS AND
ALTERATIONS
Office Equipment - 36 -
Building/Household/Comm - - -
Building Repairs/Alterations 214 2,720 3,431




Expense FY 2007 FY 2006 FY 2005
Vehicle Repairs 3,289 157 -
Ground Improvements 460 1,711 1,788
Farm/Construction Equipment 424 496 499
Other Repairs/Alterations 368 427 3,060
TOTAL REPAIRS AND

ALTERATIONS 4,785 5,348 8,778
EQUIPMENT

Other Equipment - - -
Credit Card Purchases/Equip. - - -
TOTAL EQUIPMENT 0 0 0
TOTAL OPERATING

EXPENSES 122,322 116,619 118,059




SUMMARY OF OPERATIONS
Panther Wildlife
Management Area

Background Information

In 1940, in response to the need for public recreation facilities in the southern part of the state,
the State of West Virginia decided to establish a public use area in the Panther Creek region of
McDowell County. Unfortunately, public funds ran out before the job could be completed. At
that time, the people of McDowell and surrounding counties began a fund drive known as
“Pennies for Panther” which, according to old records in the area office, raised nearly $9,500.
Land acquisition was completed with these funds and the area became a reality.

A decision was then made by the state and federal governments to locate a Civilian Conservation
Corps camp in the forest, but Camp Panther was short lived as manpower demands from World
War II necessitated the closing of the camp in June 1942 and the dismantling of the prefabricated

CCC buildings. Many of the buildings were taken apart and shipped to the Pacific Theater and
used as barracks.

Today, Panther Wildlife Management Area consists of 7,810 acres and offers camping, a group
camp that can accommodate up to sixty guests, a swimming pool, picnic areas, hiking trails and
hunting and fishing in season.

Resource Management Issues

Recent improvements include installing a water system at Georges Fork shelter and installing
waterlines to Bonner Field and Sand Bottom shelters. Also, the sewer plant was rehabilitated
after the May 2002 flood.

Current/Recent Projects and Improvemen

Every structure stained

New shingles on most area buildings

New garage doors on all buildings

Installed tile in snack stand

Renovated group camp barrack restrooms
Purchased new bunk beds for group camp
Re-wired outdoor lights at group camp
[nstallation of new Superintendent’s residence
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Fixed major leaks and painted pool

Major Needs

Capital Improvements
New assistant superintendent’s residence (lost in May 2002 flood)
Total renovation of group camp barracks from 60 to 100 person capacity
New maintenance shop (lost in February 2006 fire)
Installation of a heating system in group camp upper building
Paving parking lots and office road -

Equipment
Backhoe

ATV/UTV

Maintenance shop equipment and tools (lost in February 2006 fire)
Radios {ultra-highband)

Major Repairs and Alterations
Replace windows in group camp upper building
Install viny! liner and new filtration system at pool
New pool deck
Replace pool deck firrniture

Personnel

The area operates with three full-time staff members including a superintendent, assistant
superintendent, maintenance supervisor. Seasonal staff includes one maintenance workers and
one group camp cleaner. Swmnmer staff consists of five lifeguards. The area also utilizes CWEP
workers when possible.

Superintendent’s Comments -

Panther continues to offer vital public recreation and hunting opportunities to the residents of the
southern part of West Virginia. The area has enjoyed strong support from the local communities.
This continues to be evident with the donation of monies by Cabot Oil and Gas to aid in
playground improvements, as well as community groups pledging to donate time to replace
playground equipment.

The current goal is to upgrade the area grounds and facilities to a level equal to or above the
conditions existing prior to the May 2002 flood. Some success has already been achieved
including improving outdated infrastructure of the facilities including plumbing and wiring;
acquiring funding to replace all playground equipment; and pursuing funding for a heating
system to enable the group camp to be used all year long, something that has been requested by
numerous individuals and groups in the community.



Statistical Trends
Panther s
Wildlife FY 2007 FY 2006 FY 200
Management
Area
Attendance 43,721 63,648 27,163
Campsite Occupancy 5.33% 4.51% 3.01%
Operating Revenue 21,676 24,699 17,105
Operating Expenditures 213,966 197,897 172,429
Surplus/(Subsidy) (192,291) (173,198) (155,325)
Self Sufficiency 10% 12% 10%

Three Year Revenue Comparison



Panther Wildlife Management Area

Revenue FY 2007 FY 2006 FY 2005
Campsite Rentals 730 605 519
Equipment Rental

Firewood Sales 14 - -
Group Camps 10,920 12,739 9,589
Miscellaneous Collections 188 38 378
Picnic Shelter Fees 3,186 3,712 2,754
Snack/Comm/Souvenir 2,714 3,343 1,839
Swimming Fees 3,610 3,897 1,915
Vending Machines 312 365 111
TOTAL OPERATING

REVENUE 21,676 24,699 17,105
Three Year Expense Comparison

Panther Wildlife Management Area

Expense FY 2007 FY 2006 FY 2005
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Total Personal Services 97,571 104,523 75,023
Total Employee Benefits 37,340 43,243 32,969
CURRENT EXPENSE
Office/Postal/Freight 1,033 067 581
Printing/Binding - - 65
Utilities 9,872 8,999 11,310
Telephone 5,139 5,768 4,690
Contract/Professional 895 245 6,075
Travel 743 1,037 255
[S&C/WV Net 102 186 102
Machine Rentals 1,233 1,295 1,272
Association Dues 50 50 50
Clothing/Household 6,707 6,226 6,709
Advertising
Vehicle Maintenance Expense 4,869 5,993 3,422
Research/Education/Medical
Merchandise for Resale 2,166 2,730 2,050
Miscellaneous 459 921 845
Training 395 2,240 1,786
Miscellaneous Equipment 38.844 3,722 7,767
TOTAL CURRENT
EXPENSE 72,534 40,379 46,978
REPAIRS AND
ALTERATIONS
Office Equipment - 70 -
Building/Household/Comm 911 2,235 1,946
Building Repairs/Alterations 4,128 5,682 9,735
Vehicle Repairs (3,250) 656 56
Ground Improvements 682 615 1,665
Farm/Construction Equip 474 96 176
3,577 378 3,881
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Other Repairs/Alterations

TOTAL REPAIRS AND
ALTERATIONS

6,522

9,751

17,459

EQUIPMENT

Office/Communication Equip

Household Equip/Furnishings

Vehicles

Livestock/Farm/Const

Other Equipment

Credit Card Purchases/Equip.

TOTAL EQUIPMENT

TOTAL OPERATING
EXPENSES

213,966

197,897

172,429




SUMMARY OF OPERATIONS
Twin Falls Resort State Park

Background Information

Quality service and hospitality continue to identify Twin Falls Resort State Park since opening to
the public in 1970. Twin Falls is a multifaceted 3,776 acre state park located in the heart of
Wyoming County, 40 minutes southwest of Beckley. The park features a 20-room lodge with a
full-service restaurant, 14 vacation cottages, and an 18-hole championship golf course. A
beautiful 50 site campground, picnic areas, three picnic shelters, game courts, hiking trails and
the 1800's era Pioneer Farm are featured attractions in the park.

Twin Falls Resort State Park came into being in 1964 as a “gift of land” from Pocahontas Land
Corporation. The Area Redevelopment Administration provided initial funding for the
development of the land into a state park. The golf course opened in the fall of 1967 and the
lodge complex and related development began the next year and opened in 1970. In 1976 the
campground opened along with three picnic areas. The park’s popularity for conference and
banquet use prompted funding for additional conference/banquet rooms, kitchen renovations,
storage and utility ex pansion. This addition opened in March 1981 giving Twin Falls five
conference areas. During the same time period, the golf course was upgraded to an 18-hole, Par
72 course designed by George Cobb with the new back nine opening in 1984.

Resource Management Issues

Whitetail deer are perhaps over-abundant in the park. A population census will likely be done
later this year to determine if the area might need a permit only hunt in 2009.

Current /Recent Projects and Improvements

Lodge expansion project underway to add 28 guest rooms, indoor pool and fitness center.
Lodge addition furnishing and equipment.

New playground equipment.

Stabilization of the recreation and lodge buildings.

New keyless entry system.

Wireless internet service installed in guest rooms, conference rooms and cottages
Four playground sets installed at different location on the park.

New sewage lift station at campground.

Wood signs replaced with plastic laminate signs.

Lodge fire alarm upgrades.

Renovation of four conference rooms completed.

Gazebo installed at shelter two.
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Rebuilt 36 sand traps on golf course.
Several upgrades were made to cottages and guest rooms (27" TV drapes, bed
spreads, lamps, mattresses and bathrooms renovations)

Major Needs

Capital Improvements
Replace lodge HVAC chiller
Electric hook-ups for campsites
Pave cart paths
Golf course rain shelters
Golf course maintenance facility
Golf course rest rooms
Recreation butlding
Miniature golf course
Water Tank for Campground and Pioneer Farm
Bathrooms at all Picnic Areas
Upgrade amphitheater

Equipment
4WD assistant superiniendent vehicle
Maintenance vehicle
Gas grill and range for restaurant
Flail mower
Lawn tractor

Major Repairs and Alterations
Cottage renovations
Pro Shop fire detection and alarm system
Re-roof golf pro shop
Re-roof lodge
New phone system for entire park
Renovation of picnic area rest rooms
Lodge carpeting and furnishings
Lodge restaurant furnishings
Air conditioners in cottages
Patio fumiture for lodge
Kitchen in Rhododendron Suite
Lodge fumiture



Personnel

Twin Falls currently has a total of 20 full-time staff representing administrative functions,
building maintenance, housekeeping, front desk operations, golf operations, special events and
grounds maintenance. Thirty seven part-time or seasonal staff members assist in operation of the
park during the summer season,

Superintendent Comments

Twin Fells staff continues to strive to improve the park in every way possible. Some of the items
that we are currently working on that was mention under the “Current/Recent Projects and
Improvements™ are needed to keep up with the growth and future development of the Park. One
of the most important items is the Lodge Expansion Project.

Our mission statement is... “promote conservation by preserving and protecting natural areas of
unique or exceptional scenic, scientific, cultural, archaeological or historic significance and to
provide outdoor recreation opportunities for the citizens of this state and its visitors”. We want to
continue fulfilling this mission while at the same time increasing revenue. We believe that it is
imperative that the lodge expansion is completed. Not only will this project lead to an increase
in attendance, but it will also increase revenue. We are closer now in finalizing this project than
ever before and our hopes are that we find additional funding to see this vital improvement come
to fruition.
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Statistical Trends
Twin Falls Resort
State Park FY 2007 FY 2006 FY 2005
Attendance 113,569 123,667 142,069
Lodge Occupancy 59.70% 55.44% 56.07%
Cabin Occupancy 54.19% 51.84% 51.02%
Campsite Occupancy 14.46% 14.74% 16.60%
Operating Revenue 776,102 811,990 802,753
Operating Expeildimm 1,568,943 1,526,236 1,430,262
Surplus/(Subsidy) (792,840) (714,246) (627,509)
Self Sufficiency 49% 53% 56%
Golf Rounds




Three Year Revenue Comparison

Twin Falls Resort State Park

Revenue FY 2007 FY 2006 FY 2005
Cabin Rentals 205,255 227,968 216,916
Campsite Rentals 28,816 28,945 31,385
Coin Laundry - 114 34
Cot Rental 780 1,330 746
Driving Range 2 - -
Equipment Rental 780 995 1,042
Facility Use Rental 2,438 883 672
Firewood Sales 2,176 2,116 2,346
Gift Shop Sales 22,887 25,007 24,644
Golf Carts 54,940 65,855 67,378
Greens Fees 131,033 133,736 123,158
Lodge Rooms 276,919 272,018 264,975
Magazine Sales 85 107 82
Miscellaneous Collections 4,412 3,626 20,223
Picnic Shelter Fees 11,820 10,373 10,587
Pro Shop 25,487 26,759 25,875
Residence Rentals 1,600 2,400 1,600
Restaurant Concession 649 1,887 3,012
Restaurants 2,830 4,988 4,709
Snack/Comm/Souvenir 1,006 746 844
Swimming Fees 2,259 2,138 2,526
Vending Machines - - (18)
TOTAL OPERATING

REVENUE 776,102 811,990 802,753




Three Year Expense Comparison
Twin Falls Resort State Park

Expense FY 2007 FY 2006 FY 2005
Total Personal Services 670,999 657,448 655,489
Total Employee Benefits 253,969 247,687 241,266
CURRENT EXPENSE

Office/Postal/Freight 10,589 14,004 9,012
Printing/Binding 1,336 1,562 1,547
Utilities 179,301 160,248 167,004
Telephone 25,768 27,470 30,197
Contract/Professional 47,189 60,261 43,059
Travel 2,318 1,697 4,177
IS&C/WV Net 303 243 -
Vehicle Rental 3,350 2,032 3,227
Machine Rentals 5,360 7,427 6,423
Association Dues 1,209 1,018 1,624
Clothing/Houschold 46,415 45,809 68,129
Advertising 4,498 10,901 6,814
Vehicle Maintenance Expense 26,287 26,037 21,649
Research/Education/Medical 1,456 1,048 2,143
Maintenance Conftracts 9,528 6,125 6,360
Merchandise for Resale 24,978 38,210 34,178
Hospitality 2,052 979 682
Miscellaneous 521 1,206 1,468
Credit Card Processing Fees 10,266 9,495 9,146
Training 566 2,368 1,531
Miscellaneous Equipment 48,485 55,690 4,924
TOTAL CURRENT

EXPENSE 451,775 473,827 423,292
REPAIRS AND

ALTERATIONS

Office Equipment 320 2,033 2,977
Building/House/Comm - 49,333 27,073 7,589




Expense FY 2007 FY 2006 FY 2005
Building Repairs/Alterations 42,686 50,590 13,049
Vehicle Repairs 9,136 8,617 10,566
Ground Improvements 61,218 28,674 43,750
Farm/Construction Equipment 19,648 22,752 18,252
Other Repairs/Alterations 9,859 7,534 14,032
TOTAL REPAIRS AND
ALTERATIONS 192,199 147,274 110,215
| EQUIPMENT
Office/Comm Equip - - -
Household Equip/Furn - - -
Vehicles - - -
Livestock/Farm/Const - - -
Other Equipment - - -
Credit Card Purchases/Equip. - - -
TOTAL EQUIPMENT 0 0 0
TOTAL OPERATING
EXPENSES 1,586,943 1,526,236 1,430,262
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SUMMARY OF OPERATIONS
Blackwater Falls State Park

Background Information

The headwaters of the Blackwater River rise on the southern rim of Canaan Valley at altitudes
approaching 4,000 feet. As early as1800, the area was explored by adventurous types on fishing
expeditions. In 1859 the Dobbin House was built in the area that is now the park. This 12-room
log structure was the first house in the area and was used as a summer house, hunting and fishing
lodge, and later as a boarding house for workers building the railroad. In the carly 1870's, the
falls were described as “a place of singular beauty” in Harpers New Monthly Magazine. Soon
after the turn of the century, however, the area was devastated by timbering and the resulting
fires that consumed the thick organic layer on the ground. By the 1930's the timber boom was
over and the area was leased to the West Virginia Conservation Commission, and in 1937 the
site became Blackwater Falls State Park.

The CCC began reforestation efforts shortly afterward, planting many thousands of seedlings.
The main development of the park began in the mid-1950's with the construction of the first
permanent structure in the park, a picnic shelter at Pendleton Falls. The 25 deluxe cabins were
opened in 1956, and the lodge opened in January 1957. The campground opened in 1961, along
with the new boardwalk down to the falls. Other improvements took place in the 1970's and
1980's including new shelters, trails and the recreation/skiing center. By 1999 a new conference
center, indoor pool and fitness room had been added to the lodge complex. Cross country skiing
has become a major attraction at Blackwater Falls. The park continues to attract visitors from ail
over the country, especially the large urban centers in the East, and has even hosted foreign
embassy officials from Washington, D.C.

Resource Management Issues

The acquisition of Lindy Point and Pase Point land adjacent to the park has allowed for the
preservation of this vital portion of the viewshed area of the Blackwater Canyon. The roadway to
Lindy Point has been paved and volunteer work groups have assisted in improving the trails to
the Lindy Point and Pase Point Overlooks and park staff constructed a protective barrier.
Additional land was purchased from the power company between the park bridge and the town
of Davis in 2002. This 500 acre addition to the park protects river access for fishermen and
hikers.

The increasing populations of black bear in the region led to almost daily sightings and frequent
nuisance problems of bears getting into garbage cans, dumpsters and even into cabins from time
to time, during the 1990s. Staff has investigated bear-proof trash cans and food storage lockers
and continues a public education program to inform visitors of the presence of the bears through
handouts, posters and nature programs. Daily trash pickup (removal of the source of interest) has



greatly reduced the nuisance and problems that once created potential conflicts are now rarely
noticed.

Business Management Issues and Trends

Restaurant Operations

We have been operating the food and beverage operations at Blackwater Falls State Park since
1990 and have served over 1,037,000 meals to guests from all 50 states and many foreign
countries. Our 17 year history indicates that our customer base prefers a regional fare of House
Specialties of Brown Beans and fried potatoes, Broiled Trout, and foods traditional to West
Virginia appetites. Over the 17 years of operation Blackwater Falls Food and Beverage has
managed to nearly break even on the financial side of it’s operation.

Concession Operations

Concession operations currently include cross-country skiing and sledding, boating, cycling, fly
fishing and pony ring rides and a petting zoo, although our existing Pony Ride/Petting Zoo
Concessionaite contractor has recently left and we are searching for a substitute operator.

Revenue Trends

Revenues collected at Blackwater Falls State Park annually average over $2 % million dollars.
The park has generally been over 90% self-sufficient in recent years. There is little doubt that the
pending addition of more cabins and the addition of snowmaking equipment and lights at the
sled run would allow the park to push into the black.

Pendleton Lake Swimming

The lake was closed to public swimming in 2007 due to high bacterial counts and guest
dissatisfaction. A desirabl e future project, an outdoor pool or “spray park” to replace lake
swimming should have a positive effect on overall sales of rooms, cabins and campsites.

Current/Recent Projects and Improvements

Renovations to cahins, lodge rooms and restaurant

Paving to parking lots and driveways

Lodge sewage treatment plant

Replacement of the Blackwater Falls Boardwalk.

Replacement of the Gentle Trail Overlook through the recreational Trails Grant
Addition of 500 acres of state park property

Twenty-six cabins re-roofed
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Major Needs

Capital Improvements

Addition of A/C to lodge restaurant

Shop renovation

Storage building

Miniature golf course or other appropriate recreational amenity at Pendleton Lake

including a swimming pool or spray park.
Equipment

Jeep Cherokee

Endloader/Snowplow

Lodge Room Furniture

Cabin Appliances/Furniture

Pickup Trucks/w Plows/ Cabin Cleaning Vans

Major Repairs and Alterations
Cabin area power liners
Water line replacement, lodge, camping and picnic areas
Asbestos abatement
Restaurant kitchen renovations
Lodge, cabin and nature center renovations
Insulated windows- lodge and cabins

nne

Blackwater Falls State Park currently employs 27 full time employees and up to 115 seasonal
and summer employees during the busy summer months. In addition, Blackwater Falls uses
juvenile inmates from the Davis Correctional Center for Boys. Blackwater Falls adds more than
one million dollars annually into the local economy through staff payrolls alone. Overall
economic impact was conservatively estimated several years ago at $6,492,458.

Superintendents Comments

From 1934 to the present, Blackwater Falls State Park has offered the visiting public access to
on¢ of the most unique and scenic areas of West Virginia. From its beginnings as an
overlook/picnic area, the park has grown to the present day modem conference facilities and
fitness center in the fuli-service lodge. The wide range of activities include hiking, biking,
camping, picnicking, swimming, game courts, recreation and nature programs and skiing and
sledding which make Blackwater Falls a year-round attraction with close geographical proximity
to the population centers of the east coast.

Because of the recent improvements to Blackwater Falls State Park and the anticipated changes
resulting from the construction of Corridor H, the future looks very bright for the park. The
challenge will be to meet the increased demand and maintain the facilities in & manner that is
responsible and considerate of our surrounding environment, to provide services to park visitors
and West Virginia citizens.



Statistical Trends

State Park FY 2007 FY 2006 FY 2005
Attendance 372,945 374,234 352,032
Lodge Occupancy 56.23% 59.65% 60.37%
Cabin Occupancy 53.50% 55.93% 55.72%
Campsite Occupancy 39.04% 39.69% 44.62%
Operating Revenue 2,412,708 2,580,352 2,574,229
Operating Expenditures 2,893,169 2,801,030 2,841,189
Surplus/(Subsidy) (480,461) (220,678) (266,961)
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Self Sufficiency 83% 92% 91%
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Three Year Revenue Comparison
Blackwater Falls State Park

Revenue FY 2007 FY 2006 FY 2005
Boat Rentals 6 2.877 743
Cabin Rentals 638,435 632,976 633,020
Campsite Rentals 76,899 84,280 85,816
Coin Laundry 447 507 696
Coin Machine Concession 5,227 5,475 5,287
Cot Rental 3,310 2,795 3,781
Facility Use Rental 5,575 5,752 4,867
Firewood Sales 8,317 8,323 9,433
Games 146 176 128
Gift Shop Sales 439,370 436,392 470,249
Lodge Rooms 724,434 825,753 783,074
Miscellaneous Collections 2,644 24,331 18,753
Miscellaneous Concessions 1,652 963 595
Picnic Shelter Fees 1,863 3,644 2,607
Residence Rentals 1,900 2,750 3,297
Restaurant 483,531 521,374 531,677
Riding Stables 884 359 752
Snack/Comm/Souvenir 16,747 19,708 16,716
Swimming Fees - 1,192 1,764 2,541
‘Tennis 131 152 198
;g‘l;EA#I?{ERATING 2,412,708 2,580,352 2,574,229




Three Year Expense Comparison

Blackwater Falls State Park

Expense KFY 2007 FY 2006 KFY 2005
Total Personal Services 1,271,630 1,233,270 1,317,976
Total Employee Benefits 406,775 415,905 396,357
CURRENT EXPENSE
Office/Postal/Freipht 12,165 13,803 13,241
Printing/Binding 5,325 1,396 529
Rental Expense - 10 -
Utilities 306,570 300,899 264,125
Telephone 33,269 32,828 39,102
Contract/Professional 53,986 30,327 16,795
Trave] 2,780 1,611 2,368
IS&C/WV Net 336 243 -
Vehicle Rental 5,658 - -
Machine Rentals 4,038 5,431 4,188
Association Dues 50 50 325
Clothing/Household 115,724 119,671 138,973
Advertising 4,131 5,727 7,363
Vehicle Maintenance Expense 41,082 37,708 33,247
Research/Education/Medical 214 1,034 -
Maintenance Contracts 8,131 8,950 9,260
Merchandise for Resale 473,861 472,044 505,072
Hospitality 2,765 1,534 171
Miscellaneous 1,792 2,999 5,638
Credit Card Processing Fees 33,033 32,974 32,099
Training 50 20 543
Miscellaneous Equipment 46,959 17,496 7,645
Epi CURRENT 1,151,918 1,086,755 1,080,685
REPAIRS AND
ALTERATIONS

450 587 318




Expense FY 2007 FY 2006 FY 2005
Office Equipment

Building/Household/Comm 22,388 20,724 13,793
Building Repairs/Alterations 24,035 42,562 21,949
Vehicle Repairs 2,632 2,250 -
Ground Improvements 2,663 3,290 6,183
Farm/Construction Equipment 3,430 3,870 855
TOTAL REPAIRS AND 62,847 75,099 46,171
ALTERATIONS

EQUIPMENT

Office/Comm Equipment - N
Household Equip/Furnishing - - -
Other Equipment - - -
TOTAL EQUIPMENT 0 0 0
TOTAL OPERATING 2,893,169 2,801,030 2,841,189
EXPENSES




SUMMARY OF OPERATIONS
Canaan Valley Resort State Park

Background Information

The 6,015 acre development that comprises Canaan Valley Resort State Park is located in a
64,000 acre area nestled in the Allegheny Chain between two mountains of greater than 4,000
feet. This high plateau was described as “savage and inaccessible” in Harpers Magazine in 1853
and contains natural features and plant life reminiscent of the Canadian tundra. Like many of the
areas that are now state parks, this area was heavily timbered around the early 1900's before the
farming and livestock industries took precedence. In 1957, S. Maude Kaemmerling willed 3,135
acres of the valley floor and the eastern slope of Cabin Mountain to the state for use as a
recreational area. In 1963 the state received funds from the federal government for development
of several state parks including Canaan Valley. The purchase of additional lands to enlarge the
original Keemmerling tract met with some opposition and d elayed the overall construction
projects and park development. But by December 1971 the states first major ski area was open
for business and the parks facilities now include a championship golf course, swimming pool,
tennis courts, miniature golf, cabins and cottages, campground, spa and health club and the fully
modern 250 room lodge complex.

Resource Management Issues

Canaan Valley Resort State Park, located in the Potomac Highlands, is in the center one of the
most ecologically diverse areas in the eastern United States. Composed of 6, 114 acres, Canaan
Valley Resort State Park offers year-round accommodations for skiing, hiking, horseback riding,
golf, swimming, nature interpretation and a myriad of other programs and facilities.

Business Management Issues and Trends

Concession Operations

Canaan Valley Resort State Park is leased to a concessionaire who, since 1974, has been
responsible for all revenue producing facilities. The State of West Virginia fulfills certain
contractual responsibilities involving maintenance operations.

Revenue Trends

The average yearly revenue for Canaan Valley State Park has averaged around $9 million
dollars. The West Virginia Division of Natural Resources, State Parks Section receives 14% of
the total gross income as a base percentage with a graduated scale calling for higher percentages
if higher gross incomes are realized. Two percent of the 14% that the state receives is deposited
into a maintenance fund. This fund is used for projects or improvements that are state
obligations and which are mutually agreed upon by the West Virginia Division of Natural
Resources, Parks Section and Guest Services Incorporated. The park system typically realizes a
profit from the park of several hundred thousand dollars annually.
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Current/Recent Projects and Improvements by Concessionaire

The license agreement between the West Virginia Division of Natural Resources and Guest
Services Inc. stipulated that GSI would develop an additional 9-hole golf course by April ‘1,
2004. There were a series of meetings between representatives of both entities on the additional
nine holes. It was agreed that the funding required to develop an additional nine holes would be
better spent on other projects in the park. The mutually agreed upon projects led to Addendum
# 11 of the license agreement. The following is a list of those projects.

* Golf Course Irrigation System.

$523,000
* Qutdoor Pavilion and upgrade to the Jce Rink. $321,000
* Re-Surface sidewalks/walkways at Main Lodge. $213,000
* Construct new 250,000 gallon potable water tank. $252,000
* Door and lock replacement on lodge rooms and cabins. $161,000
* Install new roof on Golf Pro Shop. $ 50,000
* Install new snow making pump. 64.000

TOTAL  $1,584,000

The 20,000 square foot Bear Paw Lodge was constructed at a cost of $2.2 million in 2001.

Recent Additions and Improvements by Parks Section

Completion of a new cart path at the Golf Course $ 75,000
Seasonal paint crew $ 30,000 Annually
Paving of lodge entrance $ 25,000
Maintenance Building Replacement $ 65,000
Roof on Water Plant $ 25,000
Harr Barn Demolition $ 4,000

TOTAL $224,000

Current Cooperative Projects

Upgrade of Fire Alarm Systems to Lodge Elevators
Replacement of Lodge Restaurant Commercial Dishwasher
Repairs to Ski Lifts.



Major Needs

Capital Improvements
Replace all lodge guest room units
Ski mountain improvements
Golf course rain shelter
Amphitheatre
ADA walkways and trails
Paved bike paths
Entrance sign upgrades
3™ water well
Storage building

Equipment
Backhoe
Road grader
Snowplows and frames
Shop maintenance equipment
4WD vehicles
Van
Grounds maintenance equipment

Major Repairs and Alterations
Paint A Lift
Parking lot repaving
Window replacement lodge/pro shop
Window replacement ski area
Water and sewer plant replacement
Water line replacement
Deck replacement

Personnel

The State Parks Section of the Division of Natural Resources currently employs four full time
employees and 8 seasonal and summer employees. Guest Services Inc. employees 185 people
on a year round basis, 125 of those are full time benefit eaming employees. During the four
month ski season, Guest Services total number of employees increases to 325. The combined
payrolls of the West Virginia Division of Natural Resources and Guest Services Inc. contribute
around $4 million dollars into the local economy and the overall impact of the park was
estimated at $10,431,827 several years ago.



Superintendent’s Comments

Canaan Valley Resort State Park came into being as a result of the generosity of Maude
Kaemmerling who willed the original land to the state for use as a recreational area. Since then,
many individuals have worked hard to preserve the natural beauty of the area, while at the same
time providing a unique recreation experience for those who enjoy the outdoors year round. The
unique environment, in many ways representative of areas of Canada, has become something of
a winter playground for many on the east coast of the United States.
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Statistical Trends

Canaan Valley

esort FY 2007 FY 2006 FY 2005
State Park

Attendance 351,443 475,119 488,221

Lodge Occupancy 42.61% 39.91% 41.27%

Cabin Occupancy 51.90% 50.24% 49.'72%

Campsite Occupancy 35.22% 41.00% 35.57%

Operating Revenue 617,489 553,497 610,270

Operating 495,453 560,711 520,980

Expenditures

Surplus/(Subsidy) 122,036 (7,213) 89,290

Self Sufficiency 125% 99% 117%
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Three Year Revenue Comparison (percentage paid to state)
Canaan Valley Resort State Park

Revenue FY 2007 FY 2006 FY 2005
Canaan Concessionaire 604,885 543,268 602,010
Gas/Oil Lease Royalties 12,704 10,230 8,261
Miscellaneous

Collections (100) - -
TOTAL OPERATING

REVENUE 617,489 553,497 610,270

Three Year Revenue Comparison (Gross concessionaire revennes)
Canaan Valley Resort State Park

Total Revenues FY 2007 FY 2006 FY 2005
8.824 645 8,204,885 8.166,197




Three Year Expense Comparison
Canaan Valley Resort State Park

Expense KY 2007 K'Y 2006 FY 2005
Total Personal Services 202,862 260,426 239,458
Total Employee Benefits 70,151 92,400 94,306
CURRENT EXPENSE

Office/Postal/Freight 1,121 3,029 1,118
Printing/Binding - - -
Utilities 46,756 49,133 44,135
Telephone 10,070 5,241 5,614
Contract/Professional 54,464 49,063 49,179
Travel 144 694 163
Vehicle Rental - 3,528 725
Machine Rentals 1,283 2,916 3,654
Association Dues 50 50 100
Clothing/Household 10,643 8,839 5,171
Advertising - 182 -
Vehicle Maintenance Expense 22,470 27,101 21,412
Research/Education/Medical - 179 -
Maintenance Contracts 500 300 368
Merchandise for Resale - 669 30
Hospitality 78 66 45
Miscellaneous 2,210 3,886 1,955
Training 189 - -
Miscellaneous Equipment 14,655 3,583 2,756
TOTAL CURRENT

EXPENSE 164,643 158,456 136,426
REPAIRS AND

ALTERATIONS

Office Equipment 786 - -
Building/Household/Comm 745 3,546 628
Building Repairs/Alterations 29,108 16,609 23,553




Expense FY 2007 FY 2006 FY 2005
Vehicle Repairs 1,009 5,928 5,942
Ground Improvements 7,066 6,158 2,356
Farm/Construction Equipment 5,799 5,355 7,929
Other Repairs/Alterations 13,283 2,833 4,295
TOTAL REPAIRS AND

ALTERATIONS 57,796 40,429 44,703
EQUIPMENT

Livestock/Farm/Construction - - 6,087
Other Equipment - 9,000 -
TOTAL EQUIPMENT - 9,000 6,087
TOTAL OPERATING

EXPENSES 495,453 560,711 520,980




SUMMARY OF OPERATIONS
Cass Scenic Railroad State Park

Background Information

Cass, originally developed by the West Virginia Pulp and Paper Company (today’s
Mead/WestVaco Corporation) was at one time the location of one of the larger lumber and pulp
operations in West Virginia, including a huge sawmill and company store, as well as a large
railroading operation devoted to the task of removing logs from Cheat Mountain. Mower
Lumber Company eventually was to buy all of these holdings and become the owner of one of

the last logging railroads in existence in the United States. Mower closed its logging operations
here in 1960.

The railroad was quickly sold for scrap value, and was saved only by the vision and fast action
of a handful of concerned people and a responsive West Virginia Legislature. Purchase of the
company’s railroad holdings for a future state park was authorized in 1961, and the first public
scenic excursion train departed the depot on June 15, 1963. Since then Cass has continuously
shown visitors what life was like here during the early 1500’s.

Much of the historic company town of Cass was added to the park’s holdings in 1976, making
this one of the most unique destination parks in the country. Although it has endured several
damaging fires, three major floods, and many lean budgets through the years, Cass continues to
interpret the bygone era of steam railroading and insular company towns in & way no other place
can, gaining a national reputation among those knowledgeable about railroading and logging
history.

With six under steam this season the railroad now boasts more operating steam locomotives than
any other in the country, and is home to the largest roster of geared steam locomotives in the
world. The town still holds over 80 historic structures, many of which have been restored and
retumed to useful purposes. The park’s Company Store is the park system’s largest gift shop
operation. The Mountain State Railroad and Logging Historical Association, the park’s
foundation, consists of some 700 members from all across the country. It is an active and able
ally in the quest to preserve and interpret the history here, providing assistance with major
improvement projects, interpretive services and staffing, and restoration efforts,

Today this complex park offers 20 vacation rental units in the town of Cass, as well as two
overnight caboose units and a wilderness cabin atop the mountain. Six houses are rented by long
term residents. The Last Run Restaurant, Whittaker Refreshment Stand, and the Shay Railroad
Shop are concession operated. Park owned buildings also house the US Post Office, Lefty’s
Barber Shop, and the oldest continuously meeting Masonic Lodge in West Virginia. The park
operates the water and sewer facilities for the entire community, including Fast Cass and other
private holdings on the west side of the river. In short, Cass is still a living town that just
happens to be owned largely by the citizens of this state. Other park-owned facilities include the



ey 0 S5 NG OOk DOR SR OO A N e

Railroad and Logging History Museum, the Cass Showcase interpretive facility, and three
volunteer dormitories. Park maintenance facilities and offices occupy some buildings, but there
remain many structures in town still unused.

Large privately owned structures in town include the United Methodist Church and the Cass
Community Center. The latter is currently in the hands of the park’s foundation, and it is

expected that a request will be made in the near future for the park to assume ownership of this
structure.

Resource Management Issues

Steadily increasing traffic of all sorts on Rt. 66 is now eroding the historic integrity and security
of the park. This road was unpaved west of Cass until recent years, but now serves as a major
artery to the Snowshoe Resort area. Construction, logging and delivery traffic mingles daily with
many hundreds of private vehicles and motoreycles negotiating the five 90 degree curves that
wind through town, making an overnight stay or even a walk through town a less than tranquil
experience. A bypass bridge just downstream of town would remedy all of these problems,
allowing Cass’s ambience to retum. Such a bridge has been projected by the DOH to cost 8
million dollars. Without this expenditure, however, the park will be severely handicapped in
fulfilling its mission.

Privately owned lots within the town proper that come on the market are pursued when possible
$0 as to prevent inappropriate use and to protect the historic integrity of the town. These efforts
should continue, and funding should be made available for such opportunities. Legislation is also
in place to allow the initiation of private development restrictions that might otherwise degrade
the town’s appearance and historical authenticity.

Building restoration and renovation efforts continue in an effort to capitalize on demand for
overnight lodging in this area. Seven new rental units, the park headquarters, and two volunteer
dormitories have been opened in the last five years. Demand and the resulting revenue
production supports more rental units, but staffing levels limit the amount of developmerit and
maintenance that can be undertaken.

A Save America’s Treasures grant is in hand to renovate the Clubhouse, or Luke House as it is
called, to a condition suitable for display. This is the largest single dwelling in the town, and one
of the better constructed. It is hoped that funding may eventually be found fo put it into revenue
producing service as an inn or retreat center.

The accumulation of over 100 years of rail yard castofTs has placed our available track space at a
premium. Much work has been accomplished in the last few years to remove salvageable metal
from around the shop. Disposal of surplus rolling stock is underway in coordination with the
State Agency for Surplus Property, and will hopefully free up much needed track storage space
for equipment with historical relevance and practical uses.



Acquisition of rare spare parts and repair equipment is difficult at times within the state’s
purchasing system. The location and purchase of such items is essential to the operation of a
historic railroad like Cass. Rapid decision making and payment can be crucial. Our foundation
has been instrumental in certain instances like this.

Business Management Issues and Trends

Concession Operations
Cass currently has two concessionaires. Blue Roof Caterers lease the Last Run Restaurant and

Whittaker Refreshment Stand, and plan to retumn for the 2009 season. Robert Starke leases the
Shay Railroad Shop. Concession performance and relations with the park are strong,.

Raiiroad Operations

The railroad is operating very well at this time, and although ridership is flat and even slightly
decreasing, there are no major obstacles to future operations. Since the flood of 1985 destroyed
the track upstream to Durbin, Cass Scenic Railroad is limited to its own 12 miles of track, and
operating some on the WV Central in the Spruce area. In recent years we have run one excursion
a week to this area to provide some variation to the traditional trips. The railroad would benefit
from additional options for our clientele, and one possibility for the future is a spur to Shaver
Lake at Snowshoe, a distance of about two miles from our present track at Old Spruce. This
would open up another bit of scenic variety as well as a whole new market for the railroad.

The park has complied, even voluntarily, with the Federal Railroad Administration regulations
goveming railroads, track maintenance, and drug testing. The staff has been completely
transparent and fully responsive during on-site inspections, and so has developed a good
relationship with the many agencies providing oversight of its operations. Cass is often
complimented on the professionalism of its crew, the condition of its equipment, and the
orderliness of its records. The Federal Railroad Administration, the Public Service Commission,
the Division of Labor, and the Board of Risk and Insurance Management, among others, have
inspected the railroad within the past year, with no significant deficiencies found.

Caboose rentals, both for the day and for overnight, are a notable success at Cass, and deserve a
special mention. This option has encouraged repeat visitation, even by people who may have
grown somewhat jaded to the standard excursions. Rentals are strong and profitable. Overnight
occupancy for the Bald Knob caboose ran at 4 startling 85% for the season.

Group car rentals and individual reserved seating likewise have been successful. The public is
less and Jess willing to stand even for parts of their ride, and these options allow them to have
more control over their level of comfort. The park needs to do all it can to become more
motorcoach friendly, and the group car rentals have made significant inroads there.

Town Operations L

The town of Cass has emerged from a crisis period during which several buildings were lost due
to lack of maintenance. The park’s administration was reorganized in 2003, and was allotted a
position to hire its first full-time carpenter in late 2004. Since then all remaining viable structures



have been stabilized for the foreseeable future. Four standing structures which have been let go

too Jong already will be demolished or will collapse from deterioration. This list includes the
school building, a tragic loss.

In the last five years every viable structure has been shingled and painted. Dozens of other major
projects, such as jacking up and repairing roofs and foundations, and installing foundation
drainage systems, have been accomplished during that time, and 7 additional houses have been
renovated and put on the rental list. Two more volunteer dormitories were renovated and opened,
and an in-house project of replacing the town’s failing water system is underway. Nearly all of
this work was completed by the park’s maintenance staff. The building and grounds maintenance
program is back on its feet and gaining ground rapidly. The park has also worked with absentee
private [andowners and coordinated the demolition of three failing private structures in the south
end of town in order to improve appearances.

House rentals are very strong through the summer and on winter weekends and holidays when
skiing is in season. Our 42% occupancy rate includes very slow periods in spring and late fali
when neither Snowshoe nor Cass is offeting activities. Occupancy rates have stayed nearly level
despite adding 50% more units since 2004, and we are often full during peak demand, indicating
that support remains for additional units. There is 2 maximum potential for as many as 43 rental
houses in Cass, and several more if buildings atready lost are reconstructed. Our current staffing
level would be able to support no more than about 24, however.

Master Plan

The park has been operating since 1997 under the guidance of a professionally prepared master
plan. This plan was updated and revised in 2003. Approximately two thirds of the current plan’s
recommendations have been completed fully or in part.

Current/Recent Projects and Improvements

Shay #5 and #6 re-fluing and engineering documentation on boilers

Shay locomotive #4 returned to service after a 9 year repair

Grant funded acquisition of two additional locomotives, from PA and OR, for spare parts (in
progress)

Acquisition by the foundation of a diese] switching locomotive (in progress)

Re-roofing and repainting of virtually every viable significant structure within the town within
the last four years (76 structures completed)

DOH project to replace the existing Cass bridge on Rt. 66, along with alterations to the parking
lot and railroad crossing (in progress, 10% complete)

Town water line replacement (in progress, 60% complete)

Metering and backflow prevention devices for water system outlets (in progress, 25% complete)
Acquisition of used crosstie replacement equipment (funded and in progress)

Renovation of one passenger car for reserved seating for Bald Knob train (completed) and one
car for the Whittaker train (in planning/design stage)

Renovation and flexible rubber roofing on all 17 passenger cars, including cabooses (completed)



Renovation of 27 building interiors, including Whittaker concession stand, Whittaker men’s
restroom, museum, park headquarters, and rental houses (ongoing, two more planned for this
winter)

Cass Showcase remodeling and upgrade (complete)

Hazard tre¢ removal program (70% complete)

Construction of a passenger car siding with electric and water service in the railroad yard
(complete)

Construction of a track equipment siding near in the railroad yard (50% complete)
Reconfiguration of the wye curve near Bald Knob (complete)

Installation of & locomotive watering facility at Spruce (complete)

Railroad tie replacement to comply with inspection notices (2,500 ties replaced since 2003,
project is now in compliance and will continue as needed)

Oil contamination remediation and prevention measures (complete, biodegradable gear oil now
in use and the railroad is in compliance with DEP objectives)

Construction of new park headquarters within house #242, with conference room, high speed
intemnet, and new phone system (complete)

Reinforcement of the Bald Knob platform (complete)

New visitor offerings and special events including; the Friday Spruce excursions; the Murder
Mystery Trains (produced in-house this season); Harvest Day; Whistles, Wings and
Wildflowers; Volunteer Cleanup Weekends; Photography Workshop; the 2008 Excursion to
Elkins; Irish Road Bowling; Bike Off the Mountain; overnight caboose rentals; wilderness cabin
rentals; group car rentals; day caboose rentals; dry RV camping; kennel service; children’s
playground and recreation equipment rentals

An enhanced historical interpretation program, including the new Railroad and Logging History
Museum, more tours of the town and shops, evening programs such as visiting speakers and the
Lantern Tour, improved sound equipment for railroad commentary.

Major Needs

Capital Improvements
Company Store heating system (funded) -
Luke House renovation (partially funded)
Meintenance building for town
Rt. 66 bypass bridge (would be a DOH project, not funded by the park)
Spur rail Jine to Snowshoe’s Shaver Lake
In-house laundry
Restoration/decoration of 4 additional rental houses
Renovation/redecoration of 4 existing rental houses
Reconstruct railroad coal dock
Construct performance amphitheater at Whittaker Station
Refurbish company store elevator

Locomotive/Train Equipment
Wheel set replacement
Motor cars

E T S Em M



Equipment
Vehicle replacement. Two 4WD pickup trucks needed immediately
Diese] fuel storage tank and pump
Company store point of sale system inventory/register system
2™ backhoe
Manlift

Major Repairs and Alterations
Painting of locomotive shop roof
Repainting and security fencing for public water supply reservoir.
Picnic verandah for company store

EB[SOI]I]Q!

The staff numbers anywhere from 46 in the winter to a peak of 95 in the summer. The park
operates with 28 full-time personnel covering operations ranging from administrative to railroad
operations, town maintenance, utilities, and housekeeping. The superintendent shares tirne
between Seneca State Forest and Cass. An assistant superintendent lives on site and focuses on
management of the town operations. The trainmaster functions much like another assistant
superintendent and focuses on railroad operations. It is important to note that both of these
assistants have independently managed state recreation areas in the past. Up to 55 seasonal
employees include maintenance staff, housekeeping, track maintenance, brakemen, ticket agents,
office staff and historical interpreters. The staff is augmented by a small crew of inmate labor an
average of three days per week. Mountain State Railroad and Logging Historical Association
provides two historical interpreters, in addition to the four paid by the park, and the county
provides a contact representative in the depot during the railroad operating season.

The unique nature of the park calls for individuals experienced in maintaining and operating
steam locomotives as well as restoration of historic buildings and facilities. Cass is faced with
competing for employees with the likes of local hardwood products manufacturers and
Snowshoe Mountain Ski Resort. The park is struggling to attract and retain dependable seasonal
and full time employees, particularly with skills or potential to develop skills, resulting in
excessive training time and chronic vacancies. Over the past 20 months the park has experienced
a 36% turnover rate among its full time staff, a rate which threatens depletion of the unique skills
and knowledge needed to safely and successfully operate. To illustrate, it generally takes 4-6
years for a locomotive fireman to develop sufficiently to become a locomotive engineer, and we
have not been retaining firemen that long.

Superintendent’s Comments

For many years, Cass relied on the attraction of the steam trains to draw visitors, but the tourists
of today went more. The park has been moving in the direction of providing additional free or
low cost activities and interpretive opportunities, and promoting the good value that it all
represents. There is still much work to do to get this word out. A steady investment in



advertising is crucial for Cass, since our fellow railroads invest so heavily in it. To grow beyond
current attendance levels we must somehow offer even more variety, particularly in our
excursion schedule.

For several years now our building maintenance staff has been concentrating their efforts on
high quality workmanship and preventive maintenance. Recent work will reap benefits for many
years into the future by frecing our staff to perform other duties. One example of many I could
offer would be that we have been installing foundation drains under houses as repairs are
completed, to insure that the job need not be done again for the foreseeable future. Much work
remains and Cass will always present maintenance challenges, but we have come so far-so fast
that I am steadfastly optimistic about the future of the town and the park as a whole.

Cass is about preserving a vital part of West Virginia’s heritage; the logging railroad and the
company town. The task of managing a large railroad operation simultaneously with a town well
past its intended life is daunting and expensive. Cass’s houses, along with some of its
infrastructure, are up to 107 years old and were originally built to last perhaps 40 years. The
venerable Shay #5, the official state steam locomotive and our oldest at 103 years since
manufacture, operates as all of our excursion locomotives do, on technology that is nearly
forgotten. We ask the park’s rental houses to meet the needs and expectations of guests
accustomed to modern conveniences and standards. Despite all of the challenges and costs
represented in these statements, the rewards are cven greater. Cass has clearly demonstrated this
over its 45 years as a state park, hauling enthralled passengers by the hundreds of thousands,
housing guests in its endearingly simple accommodations, and providing a positive visual image
of West Virginia and its citizens for countless people from all over the world.



Statistical Trends
Cass Scenic
Railroad FY 2007 FY 2006 FY 2005
State Park
Attendance 68,167 70,849 71,624
Cabin Occupancy 48.83% 48.90% 47.15%
Operating Revenue 1,505,466 1,423,493 1,460,437
Operating
Expenditures 2,219,504 2,156,700 2,088,812
Surplus/(Subsidy) (714,038) (733,208) (628,376)
Self-Sufficiency 68% 66% 70%




Three-Year Revenue Comparison

Cass Scenic Railroad State Park

Revenue FY 2007 FY 2006 FY 2005
Cabin Rentals 281,171 246,164 242,049
Camp Site Rentals 498 496 830
Cot Rentals 8 5 20
Equipment Rentals 4,277 2,482 3,244
Facility Use Rental 3,282 3,118 3,250
Gift Shop Sales 332,083 368,083 380,285
Insurance Payments
Miscellaneous Collections 22,635 15,554 24,691
Miscellaneous Concessions 1,121 1,845 1,498
Railroad Fares 844,259 760,374 779,500
Residence Rentals 12,324 13,500 12,112
Restaurant Concession - 8,271 9,449
Vending Machines 3,809 3,601 3,507
TOTAL OPERATING
REVENUE 1,505,466 1,423,493 1,460,437
Three-Year Expense Comparison
Cass Scenic Railroad State Park
Expense FY 2007 FY 2006 FY 2005




Total Personal Services 1,091,781 1,049,494 1,055,799
Total Employee Benefits 387,728 406,234 360,015
CURRENT EXPENSE
Office/Postal/Freight 5,459 7,820 7,853
Printing/Binding 3,216 726 2,468
Rental Expense - (1,116 -
Utilities 105,801 101,559 81,876
Telephone 16,507 13,180 14,552
Contract/Professional 72,006 75,676 69,937
Trave] 2,045 3,200 3,336
Vehicle Rental - 6,730 -
Machine Rentals 3,784 5,093 5,331
Association Dues 83 83 83
Clothing/Household 39,876 38,186 41,473
Advertising 2,192 1,431 1,457
Vehicle Maintenance Expense 113,053 113,883 130,087
Research/Education/Medical 947 1,325 2,032
Maintenance Contracts 279 -
Merchandise for Resale 164,701 181,933 175,521
Hospitality 499 366 365
Miscellaneous 1,395 4,538 10,300
Credit Card Processing Fees 17,582 13,895 13,468
Training 707 2,537 872
Miscellaneous Equipment
Purchases 25,785 1,741 944
TOTAL CURRENT EXPENSE 595,906 572,783 561,955
REPAIRS AND
ALTERATIONS
Office Equipment 1,659 3,4481 955
Building/Household/Comm
Repairs 21,812 12,138 5,376
Building Repairs and Alterations 26,480 19,928 10,704
Vehicle Repairs 65,743 56,119 52,983
7,782 13,260 27,233




Ground Improvements

Farm/Construction Equipment 6,229 4,279 2,673
Other Repairs and Alterations 8,133 13,416 6,875
TOTAL REPAIRS AND

ALTERATIONS 137,839 122,621 106,798
EQUIPMENT

Office/Comm Equip - 5,568 345
Household Equip/Furn - - 3,900
Vehicles - . -
Livestock/Farm/Const - - -
Other Equipment 6,250 - -
TOTAL EQUIPMENT 6,250 5,568 4,245
TOTAL OPERATING

EXPENSES 2,219,504 2,156,700 2,088,812




SUMMARY OF OPERATIONS
Seneca State Forest

Background Information

The first land purchases for Seneca, West Virginia’s oldest state forest, were made in 1924. The
impressive virgin white pine of the area had been logged much earlier than surrounding land,
and the area was well into recovery while logging operations continued in the early 1900s. The
most active period of development was during the Civilian Conservation Corps era of 1933-
1938. Camp Sencca, as the area was known then, was located near the site of the present day
forest office. The CCC development included construction of the road and trail system, a dam
and lake, picnic shelters, support buildings and eight cabins, four of which are still in operation.
Seneca was first opened to hunting in 1938 and to this day hunting and fishing remain a major
draw for visitors although an ever growing number of guests visit simply to relax and enjoy
nature,

Although four of the original CCC cabins no longer exist, Seneca offers eight pioneer cabins,
three of which were built in 1954, and a new accessible cabin was added in 1999. The forest has
23 miles of well marked hiking/biking/horseback riding trails in addition to being adjacent to the
Greenbrier River Trail. A section of the Allegheny Trail runs through the forest and a ten-site
rustic campground, four-acre lake, group camp/picnic area and playground round out the
recreational opportunities. The lake receives trout stockings in the spring and fall.

Resource Management Issues

Large tracts of Seneca’s nearly 12,000 acres remain undeveloped and are under an active forest
management program administered by the Division of Forestry. Recent timber cuts have been
successful, generated little or no coniroversy, and have in fact enhanced appearances and
recreational opportunities on the forest. The latest timbering, in 2007, incorporated the
development of a “savannah” area, and resulted in an opportunity to develop the forest’s first
roadside overlook.

A privately owned tract of land adjacent fo the picnic area, near the heart of the developed
facilities, should be pursued when it becomes available. Additional development and revenue
enhancement opportunities obviously exist, but should be pursued only to the extent that they do
not damage the unique and tranquil nature that makes Seneca attractive to the modem visitor.

Unrestricted night training/hunting with dogs causes some conflict with overnight guests in both
the camping and cabin arcas. The Hemlock Woolly Adelgid is atfacking hemlocks in the forest,
and is rapidly changing the appearance of some scnsitive areas, including the Jake and
campground.



Experimental use of the underutilized picnic area as a group camp this season has been
successful, generating considerable additional use and revenue without creating any conflicts.
Current/Recent Projects and Improvements

Renovation of the garage building, including new concrete floor and roll-up doors (100%
complete)

Installation of bear-proof plastic trash receptacles at all facilities (100% complete)
Preparation and repainting of the exterior of the 20,000 gallon above ground water
reservoir (100% complete)

Insulating and installing interior paneling in cabins (50% complete)

Applying veneer stone to structure foundations 15% complete)

Boundary marking (80% complete)

Michgel Mountain trail system construction (50% complete)

Procuring playground equipment for the picnic area and campground (5% complete)
Development of an overlook on Big Thorny Creeck Mountain (30% complete)

Major Needs

Capital Improvements
20-site campground with hookups, large enough to accommodate RV’s and horse trailers
Additional pioneer cabins
Sewage treatment system (funded)

Egquipment
Farm tractor, with attachments

Major Repairs and Alterations
Construction of an addition to the shop, with a vehicle lift (procurement underway)

Personnel

Seneca operates with four full time salaried personnel for superintendent, office and maintenance
duties. Seneca’s resident superintendent also serves as the superintendent of Cass Scenic
Railroad State Park, 13 miles away. Seasonal hourly staff consists of five positions for
maintenance, cabin cleaning, and office work.

The combined experience of the current superintendent, assistant superintendent, and building
maintenance mechanic comes to 94 years at Seneca alone. There is concern among the current
staff for the lack of a “next generation™ to learn the skills and knowledge necessary to maintain
the facilities. There has been an inability to attract and retain young hourly employees for a
number of years now.
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Superintendent’s Comments

Seneca’s staff takes great pride in the quality, safety and accessibility of the facilities we
provide. We maintain the facilities and equipment as though it were our own, such as the farm
tractor that is nearly 40 years old, and the pickup truck that is 27 years old, both of which are
still used on a daily basis. We emphasize maximizing our revenue potential within the rustic
framework of the facilities, while minimizing our costs. Nearly all of our building and
equipment maintenance, welding, and repair is performed in-house. The staff is sufficiently
skilled to perform almost any task possible with our small numbers.

We also readily accept our responsibility as public servants, committing ourselves to providing
any way we can for the enjoyment and well being of our guests. The benefits of the philosophy
are readily apparent. Our campground, though rustic in nature, is frequently complimented by
tent campers as one of the best they’ve ever seen. Our popular cabins surprise the first-time
visitor with their cleanliness and comfort, despite the absence of electricity and running water
and that the original CCC cabins are over 70 years old.

Seneca is becoming more and more appreciated as a place where one can go to enjoy a vanishing
privilege, that being privacy, serenity and the peace and quiet of a more basic way of life. Guest
satisfaction and loyalty is strong. One family has been coming regularly for 60 years. Many
others visit multiple times per year. Seneca is fulfilling the missions for which it was created.
Our challenge here is to find ways to continue to maintain and build on our cutrent success.



Statistical Trends

Seneca FY 2007 2006 FY 2005

State Forest ’ 1200

Attendance 32,400 33,623 29,895

Cabin Occupancy 66.59% 64.75% 59.63%

Campsite Occupancy 28.87% 25.98% 31.68%
| Operating Revenue 99,989 98,113 89,626

Operating

Expenditures 202,820 199,603 178,879

Surplus/(Subsidy) (102,831) (101,491} {89,253)

Self-Sufficiency 49% 49% 50%
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Three-Year Revenue Comparison
Seneca State Forest

Revenue FY 2007 FY 2006 KY 2005
Arnts and Crafts (12%) - (357)
Boat Rental 242 325 254
Cabin Rentals 58,890 82,729 74,707
Campsite Rentals 6,750 6,926 7,935
Coin Laundry Machines 223 279 172
Cot Rental 1,620 1,940 1,380
Equipment Rental - 1 3
Firewood Sales 959 846 1,091
Gift Shop Sales 1,248 1,377 1,077
Magazine Sales 23 13 9
Miscellaneous

Collections 54 179 (156)
Picnic Shelter Fees 150 180 180
Vending Machines 2,960 3,318 3,333
TOTAL OPERATING

REVENUE 99,989 98,113 89,626

Three-Year Expense Comparison



Seneca State Forest

Expense FY 2007 KY 2006 FY 2005
Total Personal Services 111,896 115,646 106,896
Total Employee Benefits 38,701 38,403 34,542
CURRENT EXPENSE

Office/Postal/Freight 393 1,748 115
Printing/Binding 365 g7 -
Utilities 22,914 10,011 8,219
Telephone 1,674 1,874 1,731
Contract/Professional 51 2,381 375
Travel 284 284 -
Machine Rentals 56 75 75
Clothing/Household 5,767 4,524 7,227
Advertising

Vehicle Maintenance Expense 5,633 3,930 4,529
Research/Education/Medical 2 - -
Merchandise for Resale 1,362 1,957 446
Hospitality 64 36 -
Miscellaneous 991 1,162 585
Credit Card Processing Fees 1,175 959 839
Training 214 - 333
Miscellaneous Equipment

Purchases 4,656 8,343 97
TOTAL CURRENT

EXPENSE 45,619 37,378 25,582
REPAIRS AND

ALTERATIONS

Office Equipment 4 160 130
Building/Household/Comm 315 542 403
Building Repairs/Alterations 4,800 4,899 5,798
Vehicle Repairs 36 - 178
Ground Improvements 1,014 1,413 1,091
Farm/Construction Equipment 195 259 617
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Expense

FY 2007

FY 2006

FY 2005

Other Repairs/Alterations

239

903

941

TOTAL REPAIRS AND
ALTERATIONS

6,604

8,177

2,158

EQUIPMENT

Office/Communication
Equipment

Household
Equipment/Fumishings

Vehicles

Other Equipment

Credit Card Purchases
Eguipment

TOTAL EQUIPMENT

2,700

TOTAL OPERATING
EXPENSES

202,820

199,603

178,879




SUMMARY OF OPERATIONS
Watoga State Park

Background Information

Watoga is one of West Virginia’s five original state parks along with Droop Mountain
Battlefield, Babcock, Cacapon and Lost River. Officially opened on July 1, 1937, Watoga is the
largest state park in the system. Facilities consist of 34 cabins, 100 campsites, swimming pool,
recreation hall, game courts, lake, rental boats, hiking trails and picnic areas. The Administration
Building, standard cabins, pool and bathhouse, maintenance buildings and two residences were
built by the Civilian Conservation Corps during the mid to late 1930s. The CCC operated out of
three separate camps located within the current Watoga boundary. Many of the park roads, stone
walls, culvert heads, bridges and other less showy features were also constructed by the CCC.
Several periods of development since the CCC days include the addition of modem, year-round
cabins built in the 1950s, 1980s and 1990s, additional campsites and facilities, water distribution
and wastewater treatment systems.

Resource Management Issues

Sewage lagoon renovated

Swimming pool de-chlorination/backwash system installed
Sewage treatment lift station replaced at Riverside Campground
Metal water reservoir scraped and painted — Riverside

Current/Recent Projects and Improvements

Major playground equipment purchase — 9 locations

Electric extended to 19 additional sites at Riverside Campground
Dishwashing stations added to all (3) campground bathhouses

All park buildings painted/stained

New furnaces purchased for 9 modern cabins

Air conditioning added to all (10) modemn cabins

New furniture purchased for all (24) standard cabins

New curtains purchased for all (24) standard cabins

Stuffed furniture reupholstered in 9 modern cabins

Major repairs made to crawlspaces under 8 modern cabins

Cabin kitchen and bathroom renovations continued

Cabin and facility roof replacements continued

Major repairs and addition to Beaver Creek Campground Check- in Station
Several maintenance/support type buildings repaired and renovated
Bridge/culvert replacement and paving projects by DOH continued
CCC stone walls and bridge abutments repaired

Sidewalks poured o ADA fishing pier
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Sidewalks poured to several cabins

Major Needs

Capital Improvements

Cabin area water line replacement (Pine Run Cabin Area)

Riverside Campground expansion

Develop equestrian camping at Beaver Creek Campground (Airstrip Section)
Construct “Outdoor” stalls — covered and/or uncovered
Construct pasture areas
Construct additional “pull-through” campsites
Add “electric” to 10 campsites, plus any new sites constructed
Construct additional bathhouse

Linen storage/cabin cleaner storage building

ADA pool bathhouse renovations

ADA Recreation Hall renovations

Equipment

Dump truck

Small bulldozer

4WD pickup

Sewer pumps

Cabin equipment - refrigerators, ranges, microwaves, water heaters, curtains

Major Repairs and Alterations

ADA pool bathhouse renovations
ADA Recreation Building renovations
Park office expansion

Cabin Replacement Windows
Continue cabin improvements

Personn

Watoga operates with 13 full-time personnel for all administrative and maintenance functions.
This staff is augmented by ten seasonal and 17 summer employees for the busy season operation
of the campgrounds, recreation areas, pool, cabin cleaning and maintenance. The park also takes
advantage of the availability of inmate labor from the Denmar Correctional Center.



Superintendent’s Comments

I seldom run into a West Virginian that is not familiar with Watoga State Park. It seems that
almost every State native has been to Watoga at some time during their life — most, many times.
Watoga is often referred to as the “epitome of a state park.” The “rustic” nature of the CCC
structures, now almost 75 years old, which are nestled into the natural landscape in such a way
as to seem as if they are actually a part of that landscape, combined with the abundance of flora
and fauna make Watoga one of West Virginia’s natural treasures.

I am extremely pleased with the accomplishments of Watoga’s staff since the last subcommittee
visit in 2002, Cabin and facility improvements have been many and have helped fo increase
annual revenues to more than $600,000 annually. Park visitors seem pleased with the upgrades
and progress, and many comment on how unchanged the park seems despite the improvements.

Maintenance crews have replaced the roofs on 22 more cabins and other facilities, renovated 14
cabin kitchens and 14 cabin bathrooms, and vamished all cabin floors several times since 2002.
Several cabins have also received new sidewalks, and all standard cabins have new furniture and
curtains, while all modern cabins have new furnaces, air conditioning and have had the furniture
reupholstered. Park staffers have also made major improvements in the two main campgrounds,
renovating the bathhouse and check-in station at Beaver Creek, converting 19 more sites at
Riverside to electric and adding outside dishwashing stations at all bathhouses in both
campgrounds.

Contractors have performed major improvements on the park including the replacement of a
sewage lift station and the painting of the water tank at Riverside Campground, and much
needed crawlspace repairs under all eight 1950°s era modern cabins. A major playground
equipment project, which should be in place by next summer, will be a very welcome and much
needed addition to the park.
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Statistical Trends

Watoga

FY 2007 FY 2006 FY 2005
State Park
Attendance 230,710 241,187 270,126
Cabin Occupancy 62.41% 61.18% 62.34%
Campsite Occupancy 35.24% 36.91% 37.60%
Operating Revenue 569,788 560,865 538,765
Operating
Expenditures 845,173 808,621 752,015
Surplus/(Subsidy) (275,385) (247,755) (213,250}
Self-Sufficiency 67% 69% 72%




Three-Year Revenue Comparison

Watoga State Park
Revenue FY 2007 EY 2006 FY 2005
Boat Rental 4,774 5,067 4,835
Cabin Rentals 434,388 410,789 398,421
Campsite Rentals 108,625 114,217 111,934
Coin aundry 1,401 1,548 1,214
Coin Machine Concession 213 753 880
Comm/Snacks/Souvenir 113 86 -
Cot Rental 5,900 6,631 5,010
Firewood Sales 8,439 8,128 8,849
Games 162 215 92
Gas/Oil Lease Royalfies - - 191
Magazine Sales 65 65 58
Miscellaneous Collections (4,853) 869 (5,205)
Miscellaneous
Concessions 400 886 1,042
Picnic Shelter Fees 1,065 1,164 1,210
Restaurant Concession 3,070 2,974 3,260
Riding Stables - 1,937 1,836
Swimming Fees 5,380 5,179 4,669
Tennis 53 133 58
Vending Machines 594 225 410
TOTAL OPERATING
REVENUE 569,788 560,865 538,765
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Three-Year Expense Comparison
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Watoga State Park
Expense FY 2007 FY 2006 FY 2005
Total Personal Services 382,979 385,631 376,399
Total Employee Benefits 161,140 158,244 141,849
CURRENT EXPENSE
Office/Postal/Freight 5,880 5,088 6,892
Printing/Binding - 413 48
Utilities 78,763 80,858 67,034
Telephone 11,130 11,092 9,050
Contract/Professional 42,436 41,010 43,786
Travel 1,355 500 381
Vehicle Rental
Machine Rentals 3,077 4,044 4,229
Clothing/Household 42,831 35,669 43,260
Advertising 229 815 561
Vehicle Maintenance Expense 44,080 32,694 28,877
Research/Education/Medical 1,425 39 34
Maintenance Contracts 1,097 268 -
Merchandise for Resale 4,440 6,205 4,278
Hospitality 30 75 98
Miscellaneous 1,470 454 1,396
Credit Card Processing Fees 6,453 5,632 5,489
Training 411 514 1,123
Miscellaneous Equipment
Purchases 5,558 6,070 675
TOTAL CURRENT
EXPENSE 250,666 231,471 217,231
REPAIRS AND
ALTERATIONS
Office Equipment 192 460 723
Building/Household/Comm
Repairs 789 1,901 691




Expense FY 2007 FY 2006 FY 2005
Building Repairs/Alterations 27,738 301 -
Vehicle Repairs 4,332 6,674 5,847
Ground Improvements 13,627 11,060 -
Farm/Construction Equipment 29 462 2,277
Other Repairs/Alterations 312 1,252 3,662
TOTAL REPAIRS AND

ALTERATIONS 47,019 22,110 13,199
EQUIPMENT

Office/Comm Equipment - - 3,377
Houschold

Equipment/Furnishings - 4,165 -
Vehicles - - -
Livestock/Farm/Construction 1,153 - -
Other Equipment 2,217 6,999 -
TOTAL EQUIPMENT 3,370 11,164 3,337
TOTAL OPERATING

EXPENSES 845,173 808,621 752,015
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SUMMARY OF OPERATIONS
Watters Smith Memorial State Park

Background Information

This 532 acre historical park stands as a memorial to the pioneer spirit of Watters Smith who
settled here in 1796. In early 1949, land totaling 236 acres near Lost Creek, West Virginia was
willed to the state by Burr Smith to be used as a memorial park honoring his great-great
grandfather. The property included several 19th-century buildings including the Smith home
built in 1876. In the 1950's development included picnic ateas, water lines and other minor
improvements. In 1964 and 1965 the museum and swimming pool were opened. Two picnic
shelters were built in 1972 and 1974, along with related facilities including a playground,
parking, rest room and fire pit. An additional 252 acres, which included several homes and
fumishings, were willed to the state in 1975 by another descendent of Watters Smith, more than
doubling the size of the park. The Smith home was restored in the early 1980's and opened as a
museum.

Current/Recent Projects and Improvements

Completion of historically accurate herb garden

Computer system upgrade

Purchase of a fax machine

Rewired display cases and lights at the Gift Shop

Pole sheds constructed at residence and maintenance building for storage and equipment
Installed new gas stove in filter building at pool area

Repaired stable barn, removed horse stalls

Re-roofed carpenter shed and well building with hand-split shingles in historical area
Old House Museum painted and restored to historical correct era

Acquired new backhoe

Installation of new de-chlorination system at scwage plant

Resurfaced parking lots at swimming area and Gift Shop

Replaced rotten logs on Activity building and historical log cabin

Installed air conditioning in Old House Museum and Gift Shop

Re-roofed outbuildings in historical area

Re-roofed swimming pool filter building



Major Needs

Capital Improvements
Pool renovations
New stables building
Climate controlled museum artifact storage building
Need for a study on the stabilizing foundations of the historical barns for preservation
Rewiring of the Old House Museum.
Replacing of the main water lines throughout the park

Equipment
Dixie Chopper riding lawn mower
Backhoe attachment
Grounds maintenance equipment
Shop maintenance equipment

Major Repairs and Alterations
Wood shingles for historical buildings
Roofing tin for barn structure

Personnel

Watters Smith operates with three full time personnel including a superintendent and two
maintenance workers. Summer/seasonal staff of nine includes pool staff, museum and gift shop
staff, an office worker, laborer and a night watchman. The park also takes advantage of the
CWEP program to provide additional labor during the demanding summer months when workers
are available.

Superintendent’s Comments

The original 112 acres of the park were purchased by Watters Smith in 1792 for the sum of
$266. In 1796, he settled on the land with his wife and they began their life on the edge of what
was then the vast wilderness of early America. Watters Smith Memorial State Park serves as a
window to the past, allowing visitors to get a glimpse of rugged pioneer life in the 19th century,
a lifestyle that is hard to imagine for those of us used to modemn conveniences.

The staff is proud to be a part of preserving the history of not only the state of West Virginia, but
the history of the nation as the pioneering spirit led setilers to push west from the early
settlements along the eastern seaboard.
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Statistical Trends
Watters Smith
Memorial FY 2007 FY 2006 FY 2005
State Park
Attendance 57,641 67,020 99,000
Operating Revenue 27,462 28,096 20,886
Operating Expenditures 206,551 186,362 184,853
Surplus/(Subsidy) (179,090) (158,266) (163.968)
Self-Sufficiency 13% 15% 11%

Three-Year Revenue Comparison
Watters Smith Memorial State Park




Revenue KY 2007 FY 2006 FY 2005
Facility Use Rental 2,540 2,075 2,325
Gas/QOil Lease Royalties 12,335 14,626 10,380
Gift Shop Sales 33 - -
Gifts & Bequests 37 - -
Investment Income 4,095 2,055 1,110
Miscellaneous Collections 13 (In 10
Picnic Shelter Fees 2,276 2,736 2,340
Swimming Fees 6,075 6,681 4,721
Vending Machines 59 - -
TOTAL OPERATING

REVENUE 27,462 28,096 20,886




Three-Year Expense Comparison
Watters Smith Memorial State Park

Expense FY 2007 FY 2006 FY 2005
Total Personal Services 108,770 103,352 102,893
Total Employee Benefits 47,244 46,649 43,387
CURRENT EXPENSE

Office/Postal/Freight 575 560 646
Utilities 18,157 15,250 14,124
Telephone 2,195 1,761 _1,521
Contractual/Professional 147 1,144 1,738
Travel 136 209 203
IS&C/WVNet - 17 119
Machine Rental 916 997 931
Clothing/Household 2,020 2,314 2,948
Advertising - - 21
Vehicle Maintenance Expense 6,135 3,919 3,409
Rescarch/Education/Medical - 306 -
Maintenance Contracts 37 - -
Merchandise for Resale 2,633 - -
Hospitality - - 36
Miscellaneous 997 401 1,950
Training 196 - -
Miscellaneous Equipment 1,084 2,086 508
TOTAL CURRENT

EXPENSE 35,227 28,964 28,244
REPAIRS AND

ALTERATIONS

Office Equipment

Bldg/Household/Comm Repairs 1,865 (127 654
Building Repairs/Alterations 2,168 1,477 3,905




Vehicle Repairs 231 125 -
Ground Improvements 1,910 4,240 4,023
Farm/Construction Equipment 1,079 1,000 656
QOther Repairs/Alterations 3332 681 1,091
TOTAL REPAIRS AND

ALTERATIONS 1,685 7,397 10,330
EQUIPMENT

Office/Communications Equip. - - -
Vehicles - - -
Livestock/Farm/Construction 7,725 - -
Other Equipment - - -
TOTAL EQUIPMENT 7,725 0 0
TOTAL OPERATING

EXPENSES 206,551 186,362 184,853




JOINT COMMITTEE ON PENSIONS AND RETIREMENT

Interim Report to the Joint Committee on Government and Finance
February 10, 2009

Senate Members: House Members:

Dan Foster, Chair Sharon Spencer, Chair
Larry Edgell Dave Pothtel, Vice Cheir
Brooks MeCabe Ray Givens

Mike Oliverio Doug Reynolds

Robert Plymale Larry Williams

Frank Deem Ray Canterbury

Mike Hall Walter Duke

Introduction

During the 2008-2009 interim period, the Joint Commiitee on Government and Finance
directed the Joint Commiitee on Pensions and Retirement to consider:

SCR 6 - Requesting Joint Commistee on Government and Finance study Universal
Voluntary Accounts Program

SCR 60 - Requesting Joint Committee on Government and Finance study armed forces
retirement service credit

SB 650 - Relating to the Emergency Medical Services Retirement System; making a
correction to the time period for which the Joint Committee on Government and Finance shall
conduct an interim study on the potential effects of the implementation of this plan

HCR 52 - Requesting the Joint Commistee on Government and Finance authorize the
study of the creation of a new retivement system for correctional officers

HCR 119 - Requesting the Joint Committee on Government and Finance authorize the
study of the financial stability and investment strategies of the police and fire pension funds
The Committee heard testimony on several topics, including: TDC-TRS merger, Universal
Voluntary Retirement Accounts, Emergency Medical Services Personnel retirement system, creation

of a retirement system for correctional officers, armed forces retirement credit and municipal
pension systems.

Guest S IS

Anne Lambright, Executive Director of the West Virginia Consolidated Public Retirement



Board, and Harry Mandel, Actuary for the Consolidated Public Retirement Board, were in
attendance for most committee meetings to make presenfations on each topic and to respond to
questions from the committee members.

During the May interim meeting, Jim Rubenstein (Commissioner, Division of Corrections),
Dale Humphreys (Director, Division of Juvenile Services) and Cedric Green (Deputy Director,
Regional Jail and Correctional Facility Authority) shared with the committee their thoughts on the
creation of a retirement system for correctional officers.

The committee toured the Clarksburg Fire Station for the September interim meeting and
discussed the municipal pensions issue with several of the fire fighters and city leaders. Clarksburg
is one of the few cities in the State who are in good financial standing in regards to police and fire
pensions. Committee members had the opportunity to find out why Clarksburg has been successful
in their financial endeavors, and the firefighters and civic leaders were able to discuss their concerns
about previously introduced legislation regarding municipal pensions.

Alex Rivera and Mike Kivi of Gabriel Roeder Smith & Company delivered a presentation
on the actuarial evaluation of municipal police and fire pensions funds at the November meeting.
According to the report, municipal pensions in the state continue to be largely unfunded.

During the January meeting, Diana Stout (Counsel, State Treasurer’s Office) and Treasurer
John Perdue addressed the committee regarding the creation of a Voluntary Employee Savings
Accounts program. The Treasurer has recognized that the lack of retirement savings is becoming
an epidemic in this country. A V.E.S.A program would enable a small business owner to offer low
cost benefits to its workers through a state-sponsored system.

Conclusions

The Commiftee requested additional information from several of the aforementioned
presenters and all handouts and information contained in the minutes for the meetings are on file in
the office of the Joint Committee on Pensions and Retirement. The committee will continue to

monitor legislation regarding armed forces retirement credit, the condition of municipal pension
systems and the status of the creation of 2 V.E.S.A. program.

Respectfully Submitted,

o Tl Aﬁaﬂm@m@d@
enator Dan Foster, Co-Chair Delegate Sharon Spencer, Co-Chair
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Legislative Select Committee B

Veterans’ Issues

Interim Report to the
West Virginia Legislature’s Joint Committee on Government and Finance
February 10, 2009
Senate Members House Members
Senator Hunter, Co-Chairman Delegate Taquinta, Co-Chairman
Senator Foster Delegate Fleischauer, Co-Chairwoman
Senator Jenkins Delegate Longstreth
Senator Wells Delegate Stephens
Senator Barnes Delegate Yost
Senator Deem Delegate Azinger
Delegate Tansill

The West Virginia Legislature’s Joint Committee on Government and Finance requested that
Legislative Select Committee B- Veterans’ Issues study the following resolution during the 2008-
2009 interim period and report its findings to the Joint Committee on Government and Finance:

Senate Concurrent Resolution No. 56: Requesting that the Joint Committee on
Government and Finance study certain veterans’ eligibility for the Veterans Memorial Monument.

Legislative Select Committee B met each month during the interim period to conduct
business regarding the State of West Virginia’s veterans including post-deployment issues,
educational opportunities, and the status of veteran mental health care.

The Committee received and considered testimony from various state agencies and other
organizations as follows:

Dr. Joseph Scotti
West Virginia University
Dr. Scotti appeared before the Committee multiple times to present his latest findings regarding the
Statewide Veterans® Survey as commissioned by the Committee in 2007. The survey included a



questionnaire to establish the overall status, effectiveness, and the usage levels of available programs
aimed at aiding veterans in their post deployment life.

Deborah Basham
West Virginia Division of Culture and History
Ms. Basham presented to the Committee history and information regarding the West Virginia
Veterans' Monument on the State Capitol Complex.

Brian Noland, Chancellor
West Virginia Higher Education Policy Commission
Skip Gebhart
Office of Veterans Education and Training Programs
Chencellor Nolend and Mir. Gebhart presented information to the Committee on the impact of
education benefits established by the federal G.1 Bill and other educafional assistance to veterans.

Keith Gwinn, Director
West Virginia Division of Veterans’ Affairs
Director Gwinn appeared multiple times before the Committee to provide updates on projects that
the Division of Veterans® Affairs is engaged in.

M. E, Gamble
Small Business Development Center, West Virginia Development Office
Ms. Gamble presented information to the Committee on business and entrepreneurial opportunities
for veterans with assistance from the West Virginia Development Office.

Kevin Crickard, Administrator
West Virginia Veterans’ Nursing Home Facllity
Mr. Crickard appeared before the Committee and gave detailed information about the West Virginia
Veterans’ Nursing Home Facility in Bridgeport, West Virginia.

Dr. Jeane Meade, DVM
Dr. Meade presented the Committee her project of using service dogs to help in the rehabilitation

of recently returned veterans that were wounded or otherwise incurred a handicap during their
service.

Lt, Suzanne Jenkins, Mental Health Director

Huntington VA Medical Facility
Lt, Jenkins presented information to the Committee regarding her work and additional mental health
services available to veterans,

Corey Payne, Veterans’ Coordinator
Marshall University

Mr. Payne appeared before the Committee to present the education benefits and programs for
veterans at Marshall University.



Legislative Select Committee B- Veterans’ Issues considered and reported the following
resolutions for consideration by the West Virginia Joint Committee on Govemnment and Finance and
recommends their passage:

HCR/SCR **: Requesting that public and private colleges and universities in the state of
West Virginia submit plans to the Joint Commitice on Government and Finance on how their
campuses can be made more military and veteran friendly;

HCR/SCR **: Requesting the Joint Committee on Government and Finance to continue
studying the needs, challenges, and issues facing West Virginia veterans.

Respectiully Submitted,

At Bsdons e

Richard J. Iaqunita Barbara Fleischauer
House of Delegates Co-Chairman House of Delegates Co-Chairwoman

Jon Blair Hunter
Former Senate Co~Chairman

i
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Legislative Select Committee C

Infrastructure
Interim Report to the
West Virginia Legislature’s Joint Committee on Government and Finance
February 10, 2009

Senate Members House Members

Senator Unger, Co-Chairman Delegate Hrutkay, Co-Chairwoman

Senator Bailey Delegate Barker

Senator Fanning Delegate Boggs

Senator Jenkins Delegate Cann

Senator Facemyer Delegate Kominar
Delegate Reynolds
Delegate Stephens
Delegate Swartzmiller
Delegate Yost
Delegate Cowles
Delegate Miller, C.
Delegate Miller, J.

The West Virginia Legislature’s Joint Committee on Government and Finance requested that
Legislative Select Commitiee C- Infrastructure study the following resolutions during the 2008-2009
interim period and report its findings to the Joint Committee on Government and Finance:

House Concnrrent Resolution 109: Requesting the Joint Committee on Government and
Finance study the cost benefit analysis of engineering services and engineer retention within the
West Virginia Department of Highways;

. House Concurrent Resolution 111: Requesting the Joint Committee on Government and
Finance study the condition, fitness, and safety of bridges in the state.

Legislative Select Committee C- Infrastructure met each month during the interim period to
conduct business regarding transportation construction, funding, safety of transportation facilities,




and various human resource issues.

The Committee received and considered testimony from various state agencies and other
organizations as follows:

Paul Mattox, Cabinet secretary
West Virginia Department of Transportation
Sec. Matiox appeared before the Committee multiple times to discuss various agency related topics
including financing, employee retention, and the overall status of the Department.

Tom Smith, Division Administrator

Federal Highway Administration
Mr. Smith presented information to the Committee regarding the retention, replacement, and
recruitment of highway engineers/personnel at the federal leve] and across the nation.

Tarl Crouse, Deputy Director for Employee Communications and Information
West Virginia Division of Personnel
Ms. Crouse presented to the Committee the protocol for employment applications and the Division,
of Personnel’s attempts af recruiting and retaining of specialized positions within the Department
of Transportation.

Anne Lambright, Director
West Virginia Consolidated Pnblic Retirement Board
Director Lambright appeared before the Committee to discuss the feasability and process of rehiring
retired Division of Highways engineers.

Robert Ferguson, Cabinet Secretary
West Virginia Department of Administration
Secretary Ferguson appeared before the Committes multiple times to discuss the wage increase
processes found throughout the state workforce, especially within the Department of Transportation.

Joe Smith, Assistant to the Governor
Office of Governor Joe Manchin
Mr. Smith presented to the Commitiee information regarding issues facing the State with regard to
the state workforce.

Greg Barr, Executive Director
West Virginia Parkways and Economic Development Authority
Mr. Batr appeared before the Committee to discuss the major accident and subsequent traffic delay
on the West Virginia turnpike during the summer of 2008.

Otis Cox, Director
Division of Personnel



Director Cox appeared before the Committee to present information related to the retention and
replacement of Division of Highways engineers and other state employees.

Legislative Select Committee C~ Infrastructure extensively considered and discussed the
following legislation:

SB/HB *¥¥*: Creating the West Virginia Transportation Infrastructure Bank.

Due to a lack of Senate members present, a quorum of both houses was not established and the
Committee could take no action on the legislation.

Respectfully submitted,
%ELQ-A_LL!%}
Jolin Unger Lidella Hrutkay
Senate Co-Chairman Former House of Delegates Co-Chairwoman

Dale Stephens
House of Delegates Vice-Chairman

111~



WEST VIRGINIA LEGISLATURE

SELECT COMMITTEE D ON HEALTH

2008- 2609 Interims
SENATE MEMBERS OUSE ERS
Senator Roman W, Prezioso, Jr. Chalr Delegate Don Perdue, Chatr
Senator Dan Foster Delegate Barbara Hatfield
Senator Evan Jenkins Delegate Charlene Marshall
Senator Ron Stollings Delegate Harold Michael
Senator Don Caxuth Delegate Clif Moore
Senator Vic Sprouse Delegate Ralph Rodighiero
Delegate Larry Border
Final Report of

SELECT COMMITTEE “D” ON HEALTH

Select Committee D on Health was reappointed by the Joint Committee on Government and
Finance, following the 2008 Regular Session of the 78% Legislature. The Committee was tasked
with a review of existing health care delivery services in West Virginia. Additionally, the
Committee continued its work on review of the certificate of need process in West Virginia.

The Committee REPORTS as follows:

Health System Redesign

The Committee continued its work on health systemn redesign through the continuation of a contract
with Dr. Kenneth Thorpe. Dr. Thorpe advised the formation of an Executive Committee for the
redesign effort and four (4) work groups to assist with recommendations to the Committee for
changes to the health care delivery system in West Virginia. Four work groups chairs were
appointed and over 400 volunteers participated in these groups. Additionally, there were two (2)
public forums to seek input from the public on their issues and concerns. One was held at Fairmont
State University in conjunction with the September interims that were held in Bridgeport. The
second public forum was held on the campus of Marshall University immediately following the
October interims.



The four groups and their chairs were:
1. Administrative Simplification - Carl Callison, Chair.
2. Health System Redesign - Tom Susman, Chair
3. Chronic Care/Information Systems - Dr. James Corerci, Chair
4. Wellness and Prevention - Keri Kennedy, Chair.

Each of the work groups met at least twice per month during the 2008 interim period. The chairs
appeared monthly to give status reports to the Committee. Following those meetings the chairs
complied these recommendations, met with Dr. Thorpe and committee staff and coordinated these
recommendations.

In November, the four work groups made recommendations based upon the input of their members.
Dr. Thorpe took these recommendations and complied them into a comprehensive final report to
Select Committee D.  The recommendations were presented in December to the Executive
Committee who recommended all of the work group findings and Dr. Thorpe's report be forwarded
to the membership of Select Committee D for further action.

Dr. Thorpe presented the report to the Committee at January interims. Following discussion during
the January meeting, the Committee voted to advance all of the recommendations of the work groups
as presenied by Dr. Thorpe. A copy of Dr. Thorpe’s final report is attached and is incorporated in
this final report. Additionally, any copies of draft legislation necessary fo effectuate the
recommendations contained in the report are also attached.

Certificate of Need:

The Co-Chairs of Select Committee D determined that the work of the Subcommittee on certificate
of need was not completed. The Subcommittee was subsequently reauthorized for the 2008-2009
interim period. The membership was as follows:

Certificate of Need

Senate Members House Members

Dan Foster, Chair Harold Michael, Chair
Evan Jenking Charlene Marshall
Vic Sprouse Clif Moore



\

The Subcommittee on certificate of need heard from various entities, advocacy groups and
government agencies. Sonia Chambers, Chair of the Health Care Authority provided the
Subcommittee with a great deal of insight into the certificate of need process. Additionally, the
Subcommittee heard and accepted recommendations from the West Virginia Hospital Association.

The Subcommittee submitted a final report to the full Committee. A copy of that report is attached
to this report and is incorporated into this report. A number of pieces of legislation were
recommended by the Subcommittee for passage. Drafl copies of those are also attached. They
further recommended that the Subcommittee be continued during the next interim period to address
this issue further.

Respectfully submitted,
Senator Roman W. Prezioso, Jr. Delegate Don C. Perdue
Co-Chair Co-Chair
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Legislative Select Committee E

Broadband
Interim Report fo the
West Virginia Legislature’s Joint Committee on Government and Finance
February 10, 2009
Senate Members House Members
Senator Unger, Co-Chairman Delegate Browning, Co-Chairman
Senator Bailey Delegate Boggs
Senator Fanning Delegate Campbell
Senator Jenkins Delegate Craig
Senator Facemyer Delegate Swartzmiller
Delegate Walters

The West Virginia Legislature’s Joint Committee on Government and Finance requested that
Legislative Select Committee E- Broadband study the following resolution during the 2008-2009
interim period and report its findings to the Joint Committee on Government and Finance:

Senate Concurrent Resolution No. 16: Requesting the Joint Committee on Government
and Finance study the elimination of wireless coverage dead spots.

Legislative Select Committee E- Broadband met each month during the interimn period to
conduct business regarding wireless telephone coverage dead spots that can be found throughout the
State of West Virginia. The Committee also continued its work into monitoring Governor
Manchin’s Broadband and Technology Deployment Initiative, current and future broadband
infrastructure, and other areas of broadband technology.

The Commitfee received and considered testimony from various state agencies and other
organizations as follows:

Jimmy Glanato, Director
- West Virginia Division of Homeland Security and Emergency Management
Director Gianato appeared before the Committee multiple times to discuss the status of various



-

projects including the West Virginia Broadband Deployment Council, the West Virginia Tower
Access Fund Review Committee, and the West Virginia Wireless Communications Interoperability
program.

Byron Harris, Director
Consumer Advocate Division of the West Virginia Public Service Commission
Director Harris appeared before the Committee to present information and details about wireless
telephone and communication dead spots and possible solutions for eliminating or reducing these
areas.

Kelley Goes, Cabinet Secretary
West Virginia Department of Commerce
Secretary Goes appeared before the Committee multiple times to provide the Committee with
updates on the West Virginia Broadband Deployment Council.

Paul Espinosa
Frontier Communications
Larry Hannigan
Time Warner Cable
John Golden
Verizon
Drew Pomeroy
City Net
These individuals met with the Committee to present and discuss their organizations’ efforts to
expand and provide broadband internet access within their service areas.

Larry Malone, Chairman
West Virginia Telehealth Alllance
Chairman Malone presented information to the Committee about the status and overall progress of
the West Virginia Telehealth Alliance.

Don Smith, Chairman of the Advisory Board
SkyWayUSA
Ed Knudson, Vice-President of Sales and Marketing
Wild Blue Communications
Harry Thibedeau, Rural Development Executive
Hughes Net
These individuals met with the Committee to present information regarding their organizations’
services and technology involving satellite broadband internet access.

Legislative Select Committee E- Broadband considered and reported the following legislation

for consideration by the West Virginia Joint Committee on Government and Finance and
recommends its passage:

“i-



SB/HB **%*: Increasing the total amount of funding available for the West Virginia Tower
Access Assistance Fund,

SB/HB **¥*: Relating to including broadband projects in infrastructure projects eligible for
funding from the West Virginia Infrastructure Fund.

Respectfully submitted,

S%ﬁr John Unger 3 Senator Richard Browning a;

Senate Co-Chairman Former House of Delogates

-iii-



West Virginia Legislature
Select Committee F — Volunteer Fire Departments
2008 - 2009 Interims

Senate Members: House Members:
Senator Chafin, Chair Delegate Caputo, Chair
Senator Bowman Delegate Tuckert
Senator Green Delegate Burdiss{
Senator Lovef Delegate D. Poling
Senator Sypolt Delegate Proudfoot
Delegate Spencer
Delegate Rowan
Delegate Schadlex
tTerm expired
1In Memoriam
FINAL REPORT OF

Select Committee F — Volunteer Fire Departments

TO THE JOINT COMMITTEE ON GOVERNMENT AND FINANCE
February 10, 2009

Your Select Committee F — Volunteer Fire Departments was appointed following the 2008
Regular Session of the 78% Legislature and assigned the following topics for study during the interim
period:

SCRS0 - Requesting Joint Committee on Government and Finance study recruitment and
retention of volunteer firefighters.

HCRI7 - Requesting the Joint Committee on Government and Finance to study the
recruitment, retention and value of volunteer firgfighters in the Slate of West Virginia

HCR 83 - Requesting that the Joint Committee on Government and Finance authorize a
study of meeting and conference rights for members of certain fire departments

During the 2008-2009 legislative interim period, Select Committee F met and received

information on these topics of study from state agencies and federal agencies, political subdivisions



and their representatives, a workers® compensation insurance provider, representatives of
firefighters, numerous firefighters from throughout the State, and other sources. Select Committee
F REPORTS as follows:

Members of Volunteer Fire Departments provide immeasurable, often heroic, service to their
local commumities. By volunteering their time and efforts, some under the most extreme emergency
circumstances, they protect the lives and property of their fellow citizens from the hazards of fire
and other dangers where their local governments have not provided a paid fire departx:t:lent to do so.
There are more than 10,000 volunteer firefighters serving with more than 400 Volunieer Fire
Departments [ocated in communifies throughout the State, butas is happening throughout the United
States, communities are experiencing a significant decline in the retention of veteran firefighters and
the recruitment of new firefighters to serve on a voluntary basis.

During your Committee's review of the retention and recruitment issues in this State, it
became apparent that although Volunteer Fire Departments are local entities primarily providing
local service, the West Virginia Legislaure has over the years enacted legislation to assist volunteer
firefighters and volunteer fire departments throughout the State. The provisions of those enactments
include: '

FUNDING

e On a quarterly basis, the State distributes a percentage of insurance premium taxes to Volunteer
Fire Departments. In 2008, more than $17.2 million was distributed, with approximately $40,000
distributed to most of the more than 400 Volunteer Fire Departments.

® FEach county has been given statutory authorify to financially support Volunteer Fire

Departments:



(1) any county may impose a fire fee on those who benefit from fire protection services:

(2) any county may directly, or through a special levy, fund the operation of Volunteer Fire
Departments; and

(3) any county my authorize Volunteer Fire Departments to charge reimbursement fees for
their services.
® Each municipality has been given statutory authority to support Volunteer Fire Departments ¢)]
by providing a firchouse, fire-fighting equipment, necessary paid personnel and incidental
requirements to maintain them and (2) by paying Volunteer Fire Departments fire service fees
collected from its residents.
e Volunteer Fire Departments may use the state’s Investment Management Board or its Board of
Treasury investments to invest their funds.
OTHER FUNDING NOTE: In addition to funds raised locally from private fund raising activities,
Volunteer Fire Departments are also eligible to and do receive graats on an individual basis from
the state Office of Emergency Services and from the federal Department of Homeland Security.
BENEFITS
® The State pays a $50,000 death benefit to survivors of Volunteer Firefighters killed in
performance of their duties.
@ The State pays up to $8,000 for funeral/burial expenses of 2 Volunteer Firefighter kﬂle_d while
carrying out official dufies.
® The State provides free tuition and fees at state public colleges and universities for surviving

spouse and children of a Volunteer Firefighter killed in the line of duty.



FEDERAL BENEFIT NOTE: The federal government also provides benefits to West Virginia
Volunteer Firefighters. The Public Safety Officer’s Benefit Program provides a death benefit for
the survivors of Volunteer Firefighters killed who die in the line of duty after October 1, 2008, in
the amount of $315,746, as well as education benefits for their spouses and children, and also
provides disability benefits for Volunteer Firefighters permanently injured in the line of duty.
WORKERS’ COMPENSATION

® Volunteer Fire Departments are required to provide its Volunteer Firefighters workers’
compensation coverage.

® County commissions have the statutory authority to pay their Volunteer Fire Departments’
workers’ compensation coverage.

OTHER INSURANCE AND IMMUNITY FROM LIABILITY

® Accident and sickness insurers are statutorily authorized to issue group policies to Volunteer Fire
Departinents.

® Volunteer Fire Departments are statutorily authorized to obtain personal injury and property
liability insurance from the West Virginia Bureau of Risk and Insurance Management, or to self
insure and/or pool together with other Volunteer Fire Departments and/or other political
subdivisions for purposes obtaining such coverage.

® Volunteer Fire Departments and their Volunteer Firefighters are statutorily provided immunity
from personal injury and property liability arising out of their fumctions.

® Volunteer Firefighters are immune from personal injury and property liability when fighting
forest fires.

TAXES, FEES AND REGULATION



® Volunteer Fire Department fund-raising and other sales are exempt from the state sales tax
West Virginia Code.
e Volunteer Fire Department motor vehicle purchases are exempt from the state sales tax.
® Volunteer Fire Department motor vehicles are exempt from motor vehicle registration fees.
® Volunteer Fire Department fuel purchases are exempt (refundable) from the motor fuel tax.
® Volunteer Fire Department vehicles are exempt from the jurisdiction of the Public Service
Commission.
EMPLOYMENT
® Volunteer Firefighters are protected from being fired for not malking it to work while responding
to an emergency as a Volunteer Firefighter.
® Special provisions of law permit a youth to become 2 Volunteer Firefighter at age 16 years.
® Special provisions of law permit a 16 year old Volunteer Firefighter to assist the Volunteer Fire
Departments’ bingo games.
OTHER
® The facilities and services of the state’s Purchasing Division of the Department of Administration
are available to Volunteer Fire Departments.
® The Purchasing Division is authorized to acquire property from federal agencies and distribute
it to Volunteer Fire Departments.

Despite these legislative enactments, the number of Volunteer Firefighters in the State is
declining, much as those numbers are declining throughout the nation. Your Committee has
examined the causes for these declines as well as the efforts of other states to improve the retention

and recruitment of Volunteer Firefighters. Particular thanks are extended to the numerous Volunteer



‘ Firefighters and others in their behalf who traveled to commitiee meetings throughout the year to
share their valuable insights, as well as to the State Fire Marshal for his research of other state action
on these issues and his expert guidance to the Committee. Of particular value has been the extensive
review of these issues and potential solutions to them compiled and published by the U.S. Fire
Administration, an entity of the Federal Emergency Management Agency (FEMA), entitled
Retention and Recruitment for the Volunteer Emergency Services - Challenges and Solutions FA4-
310/May 2007, which may be found at:

hetp://www.usfa.dhs.gov/downloads/pdf/publications/fa-310.pdf.

——————e

As a result of its study, Your Committee RECOMMENDS the introduction and enactment

of legislation to provide Volunteer Fire Departments the opportunity to access state funding to
supplement their efforts to provide their members the benefits of a Length of Service Awards
Program (LOSAP), a retirement plan for Volunteer Firefighters which provides a monthly benefit
after a period of service to a Volunteer Fire Department. Each Volunteer Fire Department may,
individually or in conjunction with other Volunteer Fire Departments or political subdivisions,
provide a LOSAP to its members. To provide funding for LOSAP programs, the premium
surcharges on each fire insurance policy or casualty insurance policy issued in this state would be
increased by two tenths of one percent (increasing the premium tax from .55% of premium to .75%).
A bill to be introduced for this purpose would create a new fund for the new revenues. The
revenues would be allocable on an equal basis to all of the Volunteer Fire Departments, but a
Volunteer Fire Department would only receive its annual share if it is providing LOSAP approved
by the State Fire Marshal to its members. These new revenues may only be used for LOSADs,

except as described below. The State Fire Marshal would administer the new fund and receive an



_ allministrative fee from the new revenues to do so. The State Fire Marshal would also establish
, criteria for the type of LOSAPS that will qualify the Volunteer Fire Departments for a distribution,
and would distribute the funds to those Volunteer Fire Departiments that qualify. Annually, the
share of each Volunteer Fire Department that does not qualify, as well as any portions of shares
unneeded for a qualified Volunteer Fire Department’s participation in its LOSAP, would be
transferred fo the currently existing Fire Protection Fund and distributed in the manner other
premium tax moneys are now distributed to Volunteer Fire Departments, thus supplementing
distributions made by the Siate under current law for other Volunteer Fire Department operational
needs. It is anticipated that each Volunteer Fire Depariment would bave access to approximately
$12,000 annually for the purpose of providing its members a LOSAP. A copy of the proposed
legislation is attached.
Your Subcommittee further RECOMMENDS that the Legislature continue to examine this
issue during the 2009 Regular Session to consider additional statutory proposals to enhance the

retention and recruitment of Volunteer Firefighters.

Respectfully Submitted,

S e (ot

Delegate Mike Caputo
Co-Chair




WEST VIRGINIA LEGISLATURE

LEGISLATIVE OVERSIGHT COMMISSION
ON WORKFORCE INVESTMENT FOR ECONOMIC DEVELOPMENT

2008- 2009 Interims
SENATE MEMBERS HOUSE MEMBERS
Brooks McCabe, Chair Delegate Kenneth Tucker, Chair
Senator Jeffrey V., Kessler Delegate Orphy Klempa
Senator Ron Stollings Delegate Donglas K. Stalnaker
Senator Vic Sprouse Delegate Bill Hamilton

Delegate Craig Blair, (nonvoting)

Final Report of

LEGISLATIVE OVERSIGHT COMMISSION ON
WORKFORCE INVESTMENT FOR ECONOMIC DEVELOPMENT

The Legislative Oversight Commission on Workforce Investment for Economic Development
was appointed pursuant to the provisions of West Virginia Code §5B-2B-7, ef seg, following the
2007 Regular Session of the 78th Legislature. Pursuant to their statutory charge the Commission
was to make a continued investigation, study and review of the practices, policies and procedures
of the workforce investment strategies and programs implemented in the state.

During the course of the 2008 - 2009 interim period the Legislative Oversight Commission on
Workforce Investment for Economic Development met and received information on these practices,
policies and procedures and other mmportant issues from state agencies, political subdivisions,
edvocacy groups and other pertinent sources. The Commission REPORTS as follows:

Counsel to the Commissioner presented an overview at the initial Commission meeting of the
Commission’s statutory charge so they were fully aware of their mission. To meet this
obligetion, the Commission heard at various times throughout the year from Ron Radcliff, the
Director of WorkForce West Virginia. Mr. Radeliff provided a financial overview of WorkForce
West Virginia. The Commission also heard from Jerry Berry, Acting Chair of the WV
Workforce Investment Council and Melissa Aguilar, Director, Region 1 Workforce Investment
Board. At various-times, the Commission also heard from Executive Director’s of the regional
Workforce Investment Boards.



*

The Commissjon expressed an interest in developing an Associate Degree program within the
Commmunity College system in conjunction with labor union training., Both Jim Skidmore,
Chancellor of Community and Technical College Education, and Roy Smith, Secretary-Treasurer
of the WV State Building and Construction Trades Council, gave their thoughts on this issue to
the Commissjon.

During the September interims in Bridgeport, the Commissjon met with representatives of
Community College of Allegheny County, PA, who operate such a program. Judy Savolskis,
Interim President of the Southern Campus of the Community College of Allegheny County
(Pemmsylvania) and Dean of Workforce Development and Ron Logreco, Assistant Dean,
presented their approach to working with labor umions to develop an associate degree that grants
credit for certain traming necessary in labor apprenticeship programs. They discussed the
necessity of developing a triangle of cooperation between the community colleges, the labor
unions and the Builder’s Guild. They related to the Commission that this was a “major positive”
for union members. They also indicated the necessity of working from the union program rather
than asking the unions fo tailor their programs to fit in the degree program.

The Commission RECOMMENDS that they continus to work with Chancellor Skidmore and
representatives of the labor unions to develop a program that grants credit for treining in labor
union apprenticeships toward an associate degree.

Respectfully submitted
Brooks F. McCabe, Jr. Kenneth Tucker

Senate Chair House Chair



WEST VIRGINIA LEGISLATURE

LEGISLATIVE OVERSIGHT COMMISSION ON
HEALTH AND HUMAN RESOURCES ACCOUNTABILITY

2008- 2009 Interims
SENATE MEMBERS HOUSE MEMBERS
Senator Roman W, Prezoso, Jr. Chalr Delegate Don Perdue, Chair
Senator Dan Foster Delegate Brent Boggs
Senator Jon Blair Hunter Delegate Barbara Hatfield
Senator William R. Sharpe Delegate Marshall Long
Senator Ron Stollings Delegate Margaret Staggers
Senator Donna J. Boley Delegate Larry Border
Senator Don Caruth Delegate Clif Moore - nonvoting

Delegate Ricky Moye - nonvoting
Delegate Ralph Rodighiero - norvoting
Delegate Lock Wysong - nonvoting
Delegate Jack Yost - nonvoting

Final Report of

LEGISLATIVE OVERSIGHT COMMISSION ON
HEALTH AND HUMAN RESOURCES ACCOUNTABILITY

The Legislative Oversight Commission on Health and Human Resources Accountability was
appointed pursuant to the provisions of West Virginia Code §16-29E-1, ef seg, following the 2007
Regular Session of the 78® Legislature.

During the course of the 2008~ 2008 interim period the Legislative Oversight Commission on Health
and Human Resources Accountability met and received information on various topics of study and
other important healthcare issues from state agencies, political subdivisions, advocacy groups and
other pertinent sources. While there were no Resolutions or specific study topics assigned to the
Commission, the Commission revisited topics set forth from the 2008-2009 Interim period. The
Commission REPORTS as follows:

MR/DD WAIVER

The Commission heard from Marsha Morris, Commissioner, Bureau for Medical Services,
Department of Health and Human Resources and. Pat Winston, Director of Developmental
Disabilities, WV Bureau for Behavioral Health & Health Facilities, updated the Commission on the
ME/DD Waiver expansion plans.



AUTISM SERVICES

Jeff Johnson, Committee Co-Counsel; presented an overview of a bill from the 2007 Regular
Session relating to insurance coverage for autism services. James N. Bolder, MPA, presented a cost
analysis relating to insurance coverage for autism. Ginny Gattlieb a parent of an adult son with
autism, spoke about needs that families have, specifically the need for training and presented the
Commission with information from the Judevine Center for Autism. Angela Patnaik a parent of an
adult with autism, spoke about issues that adults with autism face and the importance of Direct Care
Staff.

BEHAVIORAL HEALTH

The Commission heard from John Bianconi, Commissioner of the Bureau for Behavioral Health and
Health Facilities for an update of the population, understaffing and fimding issues at Baternan
Hospital and Sharpe Hospital. Carl D. Hadsell, Ed.D., Professional Associate, The Center for
Entrepreneurial Studies and Development, Inc., provided a summary of the Final Report of the
Behavioral Health Commission

VICE CHANCELLOR OF HEALTH SCIENCES, PERSONNEL ISSUES AND NON-
EMERGENCY MEDICAL TRANSPORTATION

The Commission heard from Dr. Robert Walker, new Vice-Chancellor of Health Sciences with the
Higher Education Policy Commission, spoke on his new role and goals he hopes to achieve.

Tari Crouse, Manager of Employee Communications and Information, Division of Personnel, spoke
on ninety (90) day temporary employee issue discussed af the July meeting when Commissioner
Bianconi spoke and how to resolve the problem.

Jason Najmulski, Commissioner of the Bureau of Children and Families, Depariment of Health and
Human Resource, spoke on non-emergency medical transportation (NEMT).

ANALYSIS ON MEDICAID REFORM

Joan C. Alker, Deputy Executive Director of the Georgetown Center for Children and Families and
a Research Associate Professor at the Health Policy Institute of Georgetown University. Ms. Alker
reported on the recent analysis on Medicaid Reform done at Georgetown University.

Shelley Baston, Deputy Commissioner/Policy Coordination, Bureau for Medical Services,
Department of Health and Human Resources. Ms. Baston spoke in response to the recent analysis
on Medicaid Reform done at Georgetown University.

END OF LIFE

Alvin H. Moss, MD, Professor of Medicine at WVU and the Director of the Center for Health Ethics
and Law spoke about the need for legislation that would update the definition of pain. Karen
Nichols, Executive Director of Mountain Hospice talked about the work of the Hospice programs
in WV and the ongoing work with the nursing homes to bring hospice care to all patients who need
it.



PERINATAL PROJECT

Robett C. Nerhood, MD, Chair, West Virginia Perinatal Partnership - Central Advisory Council,
Professor and Chair, Department of Obstetrics and Gynecology, Marshall University, Joan C.
Edwards School of Medicine, for a presentation regarding Perinatal Wellness and their
recommendations to the Legislature.

PARTNERSHIP FOR COMMUNITY WELL BEING

Mike Lacey President, Partnership for Community Well Being and Wayne Coombs, Ph.D, Director,
WV Prevention Resource Center; Partnership for Community Well Being; discussion of substance
abuse and the work of the Partnership for Community Well Being

The Commission RECOMMENDS the following actions and legislation to the Joint Committee:

- that the topic of the ME/DD waiver be continued for the next Interim period and that the
Legislature receive additional reports and testimonies regarding the availability problem and any
proposed solutions, but take no immediate action at the current time.

-that the topic of medicaid redesign be continued to allow this commission to review the evaluations
being done and any actions taken in response to that feedback and to review the outcome of the court
case concerning the medicaid redesign;

-that legislation (see attached) to enable the Personnel Division to extend the 90 period for a
temporary employee be introduced: :

-That the Finance Committee place an additional two million dollars in the budget for the Autism
Center at Marshall to reduce the current waiting list and that $500,000 be used to bring in a
nationally recognized expert to provide training to all individuals who provide services to persons
with autism.

-that the bill entitled the Uniform Maternal Risk Screening Aci(see attached) be reintroduced and
supported for passage;

-tha a letter to the Secretary of DHHR be sent by the chairs supporting the department in submitting
a family planning waiver to CMS if determined beneficial and cost effective and to consider
expanding coverage for pregnant women to 200% of the federal poverty level if resources are freed
up by the family plamming waiver service;

-that a resolution (see attached) be infroduced to identify one or more “model” counties of good
perinatal health education in the schools. The teen population has the worst perinatal birth outcomes
in the state so it would be beneficial to look at CDC curriculums and determine which schools have
the best programs and report back to LOCHHRA..

That the Commission send 2 letter of support to the two Education chairs for funding for the
Perinatal Project to be continued under the Chancellor of the Higher Education Policy Commission
for $150,000 the first year and $200,000 in each future year;

~that the Legislature support any legislation offered by the Behavioral health Commission in their
first phase of redesigning the system;

-that the Legislature support the codification of the Partnership for Community Well-Being; and
-that the Legislature support the bill(see attached) concerning the redefining of pain offered by the
End of Life Center and the Partnership for Community Weil-being

Respectfully submitted:

Senator Roman W. Prezioso, Jr. Delegate Don C. Perdue
Co-Chair Co-Chair



West Virginia Legislature
Commission on Interstate Cooperation

2008-2009 Interims

February 10, 2009

Senate Members House Members
Senator Evan H. Jenkins, Chair Delegate John Pino, Chair
Senator Dan Foster, Vice Chair Delegate Eustace Frederick, Vice Chair
Senator Joseph M. Minard Delegate Nancy Peoples Guthrie
Senator Ron Stiollings Delegate Melvin Kessler
Senator Erik Wells Delegate Doug Reynolds
Senator Donald T. Caruth Delegate Craig P. Blair
Senator Dave Sypolt Delegate Ron Walters
President Earl Ray Tomblin, Speaker Richard Thompson,

Ex-Officio, Non-Voting Member Ex-Officio, Non-Voting Member

Final Report of the
Joint Commission on Interstate Cooperation

Your Joint Commission on Interstate Cooperation established pursuant to West Virginia
Code §29-1B-1, of seq., has had under cansideration the Uniform Principal and Income Act and
Uniform Adult Guardianship and Protective Proceedings Jurisdiction Act.

On the issue of the Uniform Principal and Income Act and Uniform Aduit Guardianship, your
Commission recommends the passage of legislation.

On the issue of the Uniform Adult Guardianship and Protective Proceedings Jurisdiction Act,
your Commission recommends the passage of this legislation.

Respectfully submitted,

Delegate John Pino,
Co-Chair




