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Report Foreword

This Legislative Auditor’s report is the third in a series of reports concerning the WV
Department of Environmental Protection (DEP). The audit focuses on the DEP’s surface coal
mining and reclamation bonding program and the long-term solvency of the Special Reclamation
Funds (SRFs).

West Virginia’s surface coal mining and reclamation program was established by Chapter
22, Article 3 of the West Virginia Code. The Legislative Rule that primarily governs the program
is Title 38, Series 02 of the Code of State Rules (38CSR2). Once signed into law, the initial code,
rules, and subsequent amendments applicable to the state’s mine reclamation program must be
submitted to the United States Office of Surface Mining Reclamation and Enforcement (OSMRE)
for approval. The OSMRE was established by Congress with the passage of the 1977 Surface
Mining Reclamation and Control Act.

The SRFs provide funding for reclamation when a coal company forfeits its coal mining
permit. Forfeiture occurs when a mining company can no longer fulfill its reclamation duties,
generally via bankruptcy or an inability to adhere to DEP requirements. The SRFs are funded
primarily by a 27.9 cent tax levied on every short ton of coal produced within the state. Bond
forfeitures and investment income comprise much of the remaining revenue for the funds.

The following issues are derived from data and information requested from the DEP, the
WV State Tax Department, the WV Secretary of State, and the WV Governor’s Office. The
Legislative Auditor thanks all agencies and agency personnel for providing assistance and
fulfilling documentation requests during the audit.



Executive Summary

The Legislative Auditor conducted this audit on the WV Department of Environmental Protection
pursuant to W.Va. Code §4-2-5. The objective of this audit was to evaluate the solvency and
efficacy of the state’s surface coal mining reclamation bonding program.

Frequently Used Acronyms in This Report

CFR: Code of Federal Regulations

CSR: Code of State Rules

DEP: Department of Environmental Protection

DMR: Division of Mining and Reclamation

ERP: ERP Environmental Fund

ESS: Electronic Submission System

OSMRE: Office of Surface Mining Reclamation and Enforcement
SMCRA: Surface Mining Control and Reclamation Act

SRTF: Special Reclamation Trust Fund (Fund 3321)

SRFs: Special Reclamation Funds (Funds 3312, 3317, 3321, 3482)
SRFAC: Special Reclamation Fund Advisory Council

SRWTF: Special Reclamation Water Trust Fund (Fund 3482)

Report Highlights:

Issue 1: Current Per Acre Coal Mining Reclamation Bond Limits May Not Be Sufficient to
Guarantee the Solvency of the State’s Mining Reclamation Program.

> Bonds are set between $1,000 and $5,000 per acre.

» Increasing reclamation costs have devalued permit bonds since the current bonding limits
were established by W.Va. Code §22-3-11(a) in September 2001, while the cost of
reclamation has increased significantly since bond rates were established.

» The Legislative Auditor estimates bonds cover 10% of reclamation cost.

» The DEP filed a lawsuit installing a special receiver to handle the business of one mining
company, ERP Environmental Fund' (ERP), due to the possibility the company’s forfeiture
would result in, “...financially overwhelming the Special Reclamation Fund....”

Recommendation:

1.1 The Legislative Auditor recommends the DEP consider the adequacy of the bonding rates
currently in effect with regard to the requirements of Title 30, Section 733.11 of the Code

! Although the name of this company may imply otherwise, ERP Environmental Fund is a major coal mining company
operating within West Virginia.



of Federal Regulations, and adjust the rates as necessary to ensure that the cost of
reclamation does not become a greater financial liability to the state.

Issue 2: A Lack of Limitations on Amounts Permitted to be Underwritten by Single Insurers
for Mining Reclamation Surety Bonds Increases the Risk of Insolvency of the Special
Reclamation Funds.

» Unlike multiple other states” mining reclamation programs, WV has no statutory limits on
the amount of reclamation surety bond coverage a surety company may issue either in the
case of individual bonds or in the aggregate.

» Five companies hold 90.7% of the state’s coal mining reclamation bonds.

» Indemnity National Insurance Company holds approximately $620 million in coal mining
reclamation bonds, 66.9% of the total.

» Indemnity held $125 million in reclamation bonds for ERP, a coal company operating in
WYV, when ERP walked off the job in March 2020. ERP’s potential reclamation liability
was so great the DEP was concerned ERP’s forfeiture would bankrupt Indemnity resulting
in a circumstance that could render the Special Reclamation Funds (SRFs) insolvent.

» Companies that are permitted to issue surety bonds without limitation expose the SRFs to
potentially large liabilities that could result in the insolvency of the funds if mass forfeitures
were to occur.

Recommendation:

2.1 The Legislative Auditor recommends the Legislature consider amending W.Va. Code §22-
3-11 by imposing maximum thresholds on the face value of reclamation bonds permitted
to be underwritten by a single surety company. Such limits should include both single bond
issuances as well as the company’s aggregate issuances of reclamation bonds.

Issue 3: The DEP Does Not Require Coal Companies to Maintain Bonds Equal to the
Estimated Reclamation Cost as Required for Inactive Extensions. Further, the DEP Does
Not Ensure that Applications for Inactive Status Extensions are Complete and Accurate as
Required by Legislative Rule 38 CSR 2-14.11 and the Code of Federal Regulations 30 CFR
§816.131.

» As of December 2020, there were 160 permits listed as /nactive in DEP’s records. These
permits were bonded for $72.2 million.

» Legislative Rule 38CSR2 establishes specific requirements before a permit may be
classified as Inactive and specifies time limits in which such inactive sites can remain
inactive.

» Permit holders may request extensions beyond these timeframes. However, 38CSR2
requires permit holders to post full cost bonding” for extensions.

» 61 permits exceeded the initial approved timeframes as of December 2020; however, only
five had full cost bonding. If the 56 permits that do not have full cost bonding were to
forfeit, estimates based on historical data indicate the costs to reclaim these sites to be
approximately $279 million.



» Each inactive request must meet multiple federal requirements to be eligible for inactive
status. However, we noted 171 separate instances on 100 applications? where requirements
for inactive status were not satisfied.

» 320 permits were listed with permit statuses that indicate the sites are active, but not
currently mining coal. Due to the lack of statutory definition for such statuses, the
Legislative Auditor is unable to determine what activity, if any, is occurring at these sites.

Recommendations:

3.1 The Legislative Auditor recommends the DEP comply with the WV Surface Mining
Reclamation Legislative Rule 38CSR2, Section 14.11; the Code of Federal Regulations 30
CFR §816.131-Cessation of Operations, and W.Va. Code §22-1-6(c), by:

(a.) Requiring mining permit holders submit reclamation bonds equal to the estimated
reclamation costs for permit sites prior to granting extensions for inactive statuses;

(b.) Verifying that applications for extensions to inactive statuses are complete and
accurate before such extensions are considered;

(c.) Ensuring permits do not remain inactive for periods longer than what is permissible
as delineated in 38CSR2, Section 14.11; and,

(d.) Ensuring all mine status categories are properly defined by state statute or rule and
that such categories are only implemented for use after consultation with, and
approval of, the OSMRE.

Issue 4: Reclamation Awards That Result in Decreased Bond Amounts May Increase the
State’s Liability for Mining Reclamation and Potentially Contribute to the Insolvency of the
Special Reclamation Fund. Additionally, the DEP Does Not Maintain a Complete Record of
Companies That Have Received Reclamation Awards Resulting in Bond Reductions or the
Reduction Amounts Received.

» The DEP currently accepts mining reclamation awards that can reduce the amount of
bonding required to obtain coal mining permits.

» The DEP does not keep full records of various aspects of the reclamation awards program,
which precludes the precise determination of actual bond reductions resulting from the
program.

» Atleast 52 companies have a total of $14.3 million in active coal mining performance bond
reductions.

» Reclamation awards may be used indefinitely, and one award may be applied across all
sites owned by the company that received it.

» Two companies with bond reductions are known to have 41 forfeited permits. The
Legislative Auditor reviewed the bond calculations for nine permit sites and noted for these
sites the DEP collected $952,880 in forfeited bonds. However, as of August 2019, the DEP
had expended $4.5 million in reclamation costs for these nine permit sites. The reclamation

2 Several inactive applications had multiple requirements that were not met; hence, the number of non-compliance
issues noted exceed the number of applications audited.



costs for all 41 permits held by these two companies exceeded $18.6 million as of August
2019, with reclamation ongoing.

Recommendations:

4.1

4.2

The Legislative Auditor recommends the DEP comply with W.Va. Code §5A-8-9 and
develop a system to track and maintain a record of all reclamation awards submitted by
coal companies including, but not necessarily limited to, a listing of all companies to whom
the awards were given, the specific permits that received bond reductions resulting from
awards, the amount of bond reductions resulting from the awards in the aggregate and for
each individual permit, and the organizations from which the awards were received. The
Legislative Auditor further recommends the DEP establish minimum eligibility
requirements for entities that grant reclamation awards.

The Legislative Auditor recommends the DEP analyze the effect of accepting reclamation
awards as a mechanism to reduce reclamation bonding; particularly, as it pertains to the
solvency of the Special Reclamation Funds. It is further recommended the DEP report the
results of this analysis and its methodology to the Post Audits Subcommittee no later than
November 30, 2021.

Issue 5: According to the State Tax Department, as of May 21, 2021, 70 Mining Companies
That Filed Coal Reclamation Tax Returns Had Delinquent Coal Reclamation Tax Accounts
Totaling $5.3 Million.

» A State Tax Department report listed a total of 70 different companies with reclamation

tax delinquencies that had accrued over a 16-year period from December 2004 through
April 2021.

» Ten companies are responsible for 80% of the $5.3 million in total reclamation tax

delinquencies.

Recommendations:

5.1

52

53

The Legislative Auditor recommends the DEP comply with the Division of Mining and
Reclamation (DMR) Permitting Handbook and mnot approve applications for permit
renewals and revisions or grant inactive statuses for companies found delinquent in paying
Special Reclamation Taxes.

The Legislative Auditor recommends the Legislature consider amending W.Va. Code §22-
3-11(1) to require the DEP monitor, on a monthly basis, the State Tax Department’s
reclamation tax reports and identify those companies that are delinquent in the remittance
of reclamation taxes.

The Legislative Auditor recommends the Legislature, in conjunction with the DEP,
consider establishing procedures within statute that would allow the DEP to impose actions
such as the revocation of a company’s mining permit in the event a company fails to
properly file a tax return, a company’s unpaid tax delinquencies exceed a stipulated
amount, or a company’s tax delinquency exceeds a specified duration to compel more
prompt payment of special reclamation taxes and ensure the collection of those taxes.

Issue 6: The DEP Does Not Adequately Verify that Coal Companies Are Remitting the
Proper Taxes to the Special Reclamation Fund.



» A 2012 Post Audit report found the DEP was not recording the coal tonnage mined by

companies.

» If'the DEP enacted an auditing procedure whereby the coal tonnage mined in the state was

reconciled to the taxes remitted for a given period, the DEP could significantly bolster the
confidence that reclamation taxes are being paid as required by law.

Recommendation:

6.1

The Legislative Auditor recommends the DEP fulfill its responsibility under W.Va. Code
§22-3-2 by developing a method to properly track coal production and periodically
reconcile the production to the special reclamation taxes collected to verify the Special

Reclamation Trust Fund and the Special Reclamation Water Trust Fund are properly
funded.

Issue 7: The DEP and the State Tax Department Granted Several Million Dollars in
Reclamation Tax Credits Prior to the Tax Credit Program Receiving the Required Approval
From the OSMRE in Violation of Federal Law.

» The DEP implemented an amendment before OSMRE approval that allowed companies to

reclaim sites forfeited by other companies and claim the cost of the reclamation as a
reclamation tax credit. Federal law dictates amendments to a state’s reclamation program
must be approved by the OSMRE prior to the implementation.

The DEP did not notify the State Tax Department of the federal law requiring amendments
be approved before implementation.

The Legislative Auditor cannot determine the extent to which the DEP has implemented
amendments without approval but has identified two additional situations in which the DEP
has implemented amendments without obtaining OSMRE approval. One issue involves
inactive permit extension approvals (Issue 3), and the other pertains to tax credits (Issue
8).

Recommendations:

7.1

7.2

The Legislative Auditor recommends the DEP comply with §30 CFR 732.17 and not
implement amendments to the W.Va. Code and the Code of State Rules until approved by
the OSMRE.

The Legislative Auditor recommends the DEP officially notify other state agencies or
departments that perform functions associated with the state’s mining reclamation program
of the OSMRE requirements pertaining to the approval process for amendments to the
state’s regulatory program.

Issue 8: The DEP is Not Commencing Reclamation Proceedings for Forfeited Coal Mining
Sites Within One Hundred Eighty Days as Required by 38CSR2 12.4.c (Legislative Rule).

» The Legislature passed legislation removing the requirement to begin reclamation within

180 days of forfeiture. However, this legislation has not been approved by the OSMRE
which must occur prior to the DEP enacting this requirement.

The DEP produced data for 512 permits with completed land reclamation. The median
starting time for reclamation was 67 months. Only 46 permits began reclamation within
180 days, and the longest time for reclamation to commence was 345 months.



» In a 2012 Post Audit report, the DEP acknowledged the backlog and planned to have
reclamation current as of 2015. Since then, reclamation commenced within six months for
17 of the 19 sites with completed reclamation. However, documents indicate another 36
sites forfeited before August 2018 have not yet commenced reclamation.

» The longer sites remain unclaimed, the greater the risk of pollution and environmental
damage to the local community. Further, due to increasing reclamation costs the percentage
of reclamation on forfeited sites covered by reclamation bonds will decrease over time.

Recommendation:

8.1 The Legislative Auditor recommends the DEP commence reclamation of forfeited sites
within 180 days as stipulated by current OSMRE approved 38CSR2 12.4.c. until the
revision removing the 180-day requirement is approved by the OSMRE.

Issue 9: The DEP is Not in Compliance with State and Federal Laws that Require the Use of
Funds Collected for Forfeited Bonds be Used to Reclaim Those Properties for which the
Bond was Posted.

» W.Va. Code requires forfeited funds to be expended upon the sites for which they were
forfeited. However, collected bond monies are not encumbered by the DEP for a specific
site.

» The median length of time between forfeiture and commencement of reclamation
operations is 67 months.

» In the event of insolvency of the Special Reclamation Fund during this intervening period,
there is a risk collected bond monies may not be available to contribute to the reclamation
of properties for which they were posted.

Recommendation:

9.1  The Legislative Auditor recommends the DEP adhere to W.Va. Code §22-3-17(b) and
properly encumber forfeited bond funds to ensure the funds are used for reclamation costs
for which the bonds were posted.

Issue 10: The DEP Records Regarding Mining Permit Statuses are Inadequate, and Thus,
Deter Auditing the State’s Reclamation Program and Assessing the Future Solvency of the
Special Reclamation Funds.

> The DEP maintains records on its website and in its in-house database. However, these
records do not fully document all mine status changes, especially changes from Inactive to
Active status. This does not allow the DEP to accurately track the history of mining permits.

» Lack of record-keeping has been identified by the Special Reclamation Fund Advisory
Council (SRFAC) as a detriment to its ability to analyze the SRFs, provide proper
information to the independent actuary, and make proper recommendations.

Recommendation:

10.1 The Legislative Auditor recommends the DEP comply with W.Va. Code §5A-8-9 and
maintain and make public a full historical record of permit changes to allow for proper
oversight and analysis of mining sites.



Issue 11: The Special Reclamation Fund Advisory Council (SRFAC) Has Experienced
Extended Vacancies and Expired Terms for Council Members Due to a Lack of Timely
Appointments.

» The SRFAC is composed of eight members who analyze the state of the Special
Reclamation Funds and make recommendations to the Legislature.

» One position, representing the interests of the general public, was vacant for at least four
years.

» The member representing the environmental groups was documented to have been
removed by the Governor via letter issued to the Senate Confirmations Chair on January
8, 2018. However, this individual continues to serve on the SRFAC.

» Members may remain in their seats until their terms are renewed or reappointed. Two
members are still actively serving on the SRFAC, although their oaths expired in June
2018. A third member’s term expired June 2020.

Recommendation:

11.1 The Legislative Auditor recommends the Governor’s Office fill SRFAC vacancies in a
more expeditious manner to reduce the number of SRFAC meetings occurring when the
SRFAC is not fully represented by all council member positions established by W.Va.
Code §22-1-17.

Report Conclusion

The issues highlighted in this audit report are largely interconnected, emphasizing the
benefits of a concerted study or analysis that may provide a more in-depth picture of the coal
mining reclamation program. One example of this interconnectivity occurs when reclamation
awards are applied for discounted bonding rates. Historical data and future projections indicate
only a small fraction of reclamation costs are covered by forfeited bonds. The discounts provided
by reclamation awards reduce that fraction even further. Although each issue presented in the
report should be addressed individually, further analysis could uncover more relationships, or
provide a method for the Legislature to properly analyze the issues presented herein.

Legislative studies have not been conducted to analyze the efficacy and solvency of the
state’s reclamation program. The 2017, 2018, and 2019 Special Reclamation Fund Advisory
Council (SRFAC) annual reports stated the following regarding the need for such a study:

...The SRFAC further recommends that the State Legislature form a panel to
examine the elements of our State code that result in uncontrolled liabilities, how
other states deal with such issues and finally to propose a State legislative initiative
to rationalize water quality regulation to meet the conditions of the Federal Clean

Water Act while adding rationality and certainty to the process.... (emphasis
added)

West Virginia’s coal mining reclamation program will continue to require hundreds of
millions of dollars to reclaim permit sites in accordance with federal regulations. The program has
no known contingency plans if the reclamation funds were to become insolvent. If the current
funding sources for the program were to prove insufficient to meet the demands of reclamation,
the resulting additional financial obligations could prove to be detrimental to the state’s



budget. Further, such conditions present the risk that the state’s program may be taken over by the
Federal OSMRE due to the state’s inability to adequately manage and provide funds for the SRF.
Therefore, it is the opinion of the Legislative Auditor that it would be fiscally prudent for the
Legislature to authorize a panel to perform an analysis of the state’s reclamation program for the
purpose of aiding the DEP and the SRFAC in formulating recommendations designed to ensure
long-term program solvency.

Recommendation:

The Legislative Auditor recommends the Legislature commission a study to evaluate the
state’s coal mining reclamation program and, as deemed necessary, provide recommendations to
ensure the long-term solvency of the program.



BACKGROUND

In 1977, the United States Congress passed the Surface Mining Control and Reclamation
Act (SMCRA). The SMCRA created a federal program to help regulate the mining and reclamation
industries. The Act gives states the right to create oversight programs with rules and regulations
upon the approval by the U.S. Office of Surface Mining, Reclamation, and Enforcement
(OSMRE). The Act designates the WV Department of Environmental Protection (DEP) as the
OSMRE-approved regulatory authority for the state’s mining and reclamation program. W.Va.
Code Chapter 22, Article 3 established the WV Surface Coal Mining and Reclamation Act.> The
OSMRE conditionally approved WV’s program in 1981.

173

The SMCRA requires the state regulatory authority to “...have available sufficient money
to complete the reclamation plan for any areas...” where a permit holder defaults on the obligation
to reclaim the mining permit site. States are given the option of requiring full cost bonding by the
coal companies for reclamation costs. However, SMCRA also allows an “alternative bonding
system” to exist in lieu of requiring mining permit holders to post full cost bonds to cover the
entire estimated cost of reclamation for permit sites once operations have ceased. The state’s
reclamation program as currently conceived allows the coal operators to post bonds at amounts the
DEP acknowledges will not cover the full cost of the reclamation in the event permit holders fail
to reclaim mine sites and forfeit reclamation bonds. West Virginia’s alternative bonding system is
based primarily on a Special Reclamation Tax. The tax is codified in W.Va. Code §22-3-11 and,
since July 1, 2012, is set at “...twenty-seven and nine-tenths cents per ton of clean coal mined...”
within the state.*

The SMCRA requires “...bond or bonds for performance made payable to the regulatory
authority and conditioned upon the faithful performance of all the requirements of the Act, the
regulatory program, the permit, and the reclamation plan....” States are given the right to create
and regulate bonding programs “no less stringent” than federal guidelines. Approximately 97%
of the state’s bond liabilities (in dollars) are insured via surety bonds with the remaining 3%
covered by collateral bonds.

Forfeiture of a bond occurs when the DEP revokes a company’s permit, usually due to a
bankruptcy or a pattern of official violations. The third-party surety may reclaim the land in lieu
of paying the bond if it is willing and able to do so. When a permit site is forfeited and the insurer
does not reclaim the land, the bond monies are collected from the insurer and deposited into the
SRTEF. This fund, along with three additional funds, are used by the DEP to administer the state’s
mining reclamation program. Collectively, in this report, the funds are referred to as the SRFs. The
funds and fund purposes are shown in Table 1:

3 The Act codifies bond amounts and requirements, the Special Reclamation Tax, the Special Reclamation Funds, and
a Special Reclamation Tax credit, in addition to other requirements.

4 The Special Reclamation Tax 27.9 cents is divided between the Special Reclamation Trust Fund (SRTF) (12.9 cents)
and the Special Reclamation Water Trust Fund (SRWTF) (15.0 cents).

10



Table 1
Summary of Special Reclamation Funds

Balance as
Fund No. Purpose of 3/1/21
Special Coal fees from fund 3321, land sale, & gas royalties for
Reclamation 3312 water quality ground improvements not to exceed 25% of $1.867.315
Water Quality the clean-up & remedial action resulting from T
Fund contamination of groundwater or related environment.
Special Transfers from fund 3321 for reclamation administration
Rec.la.matio.n 3317 not to exceed 10% of the total annual assets of fund 3321. $286.407
Administration
Fund
Special Bond forfeitures, fines, investment income, & Special
Reclamation 3321 | Reclamation Tax for reclamation of lands subjected to $35,828,485
Trust Fund surface mining operations.
Special Investment earnings & Reclamation Tax Fees (Reclamation
Reclamation Taxes) used solely to reasonably ensure that sufficient
Water Trust 3482 funds will be available to complete reclamation, $151,638,456
Fund restoration, and abatement provisions for permit areas

which may be in default at any time.

Total $189,620,663

Source: Fund Balances obtained from wwOASIS as of March 1, 2021

The SRFs’ revenue sources comprise the Special Reclamation Tax, investment income,
bond forfeitures, civil penalties, and other minor revenue sources. The Special Reclamation Tax,
along with income generated from investments, comprises a significant portion of the SRFs’
revenue as shown in Figure 1:

11



Figure 1

Special Reclamation Fund Revenues by Fiscal Year
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RECLAMATION COST ESTIMATES

W.Va. Code §22-1-17 created the Special Reclamation Fund Advisory Council (SRFAC)
“to ensure the effective, efficient and financially stable operation of the special reclamation fund.”
The SRFAC is comprises “...eight members, including the secretary of the Department of
Environmental Protection or his or her designee, the treasurer of the State of West Virginia or his
or her designee, the director of the national mine land reclamation center at West Virginia
University and five members to be appointed by the Governor with the advice and consent of the
Senate....”

Actuarial projections of future reclamation costs provided to the SRFAC and the DEP
increased from 2013 to 2019 (Appendix C). The data in Table 2 shows the predicted future
reclamation costs per acre as calculated by Taylor and Mulder Property and Casualty Consulting
Actuaries in its report to the SRFAC in 2019:

12



Table 2

Estimated Future Reclamation Cost Per Acre by Permit Type

Surface Mine Underground Mine Other Types'
Land Capital $2,765 $10,880 $8,095
Water Capital $3,490 $5,690 $8,095
Water Treatment $100 $145 $140
Total Capital $6,355 $16,715 $16,330

! «“QOther Types” include coal haul roads, coal loading facilities, coal refuse sites, and coal prep plants.

Source: DEP 2019 SRFAC Annual Report

Reclamation bonds were statutorily set in 2001 at a minimum of $1,000 to a maximum of
$5,000 per acre. The average original bond rates for all types of mining permits as listed in DEP’s
records average $2,882 per acre. Therefore, it is apparent bonds fall short of covering the predicted
costs of reclamation. On certain sites the reclamation costs covered by bond monies received must
be subsidized by millions of dollars from the state SRFs. Current bond ceilings set by statute limit
the state’s ability to require bonding that would cover a substantial portion of reclamation costs.

As shown in Table 3 the four types of permits analyzed were underground mine permits,
surface mine permits, prospecting permits, and permits deemed as “other” (prep plants, refuse
plants, haul roads, and loadout facilities). The table presents all forfeited permits through August
of 2019 and the difference between the actual reclamation costs and the bonds available to cover
the cost of reclamation. For all types of forfeited mining permits, historically only 10% of
reclamation has been covered by reclamation bonds. Further, only 7.6% of total permit reclamation
costs are covered by forfeited bonds that have been collected. Analysis of reclamation costs
covered by bonding for the different mine types revealed underground mine permits have the
lowest percentage of reclamation costs covered by bonds.

Table 3
Percentage of Reclamation Costs Covered by Bonds
Total Percentage
IX.M Total . Total Bond = Recovered Covered by Avg.
Mining Reclamation Amounts Bond Bonds. Cost Per

Amounts Total  Recovered
Underground $93,687,626  $4,449,741 $3,523,815 4.8% 3.8% $390,365
Surface $202,625,566  $23,420,797  $17,108,299 11.6% 8.4% $604,852

Prospecting $1,459,137 $108,066 $88,448  7.4% 6.1% $27,531
Other $60,962,965  $7,906,577  $6,460,304 13.0%  10.6% = $580,600
Totals $358,735,295 $35,885,181 $27,180,866 10.0%  7.6% $400,837

Source: Information provided by DEP upon request.

Of $358,735,295 in reclamation costs, only $27,180,866 in forfeited bonds was
collected. The estimated 7.6% of total reclamation costs funded by recovered bonds means that
over 90% of funding for mine site reclamation relies upon the 27.9 cents per ton reclamation tax
and other revenue sources that comprise the SRFs. In the 2017 SRFAC Annual Report the SRFAC
actuary concluded:
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... With the current bond limit of $5,000 per acre, the expected receipts from permits
issued in the future will not be sufficient to cover the expected reclamation costs
for Underground Permits or Other Permits....

WYV Coal Production

As previously mentioned, a primary funding source of the SRFs is the 27.9 cents per ton
reclamation tax on mined coal in WV. The stability of this funding is dependent upon the
production of mined coal in the state. In 2001, WV had 304 operating mines. After a drop to 249
in 2003, total mine sites rebounded to 301 in 2008. Then, the number of operating mines fell to a
low of 123 in 2016 before increasing to 162 in 2019. Figure 2 shows the coal production in WV
from 2007 through 2019.

Figure 2
Annual West Virginia Coal Production by Short Ton

Source: U.S. Energy Information Administration (EIA) Annual Coal Report
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Since 2008, coal production in WV has seen a steady decline with a notable rebound from
2016 to 2019; although, production during this period remained far below 2008. Since the
collection of the Special Reclamation Tax of 27.9 cents per ton is based on the tonnage mined,
decreased coal production in the state has had an adverse effect on the SRFs, resulting in a decline
in the tax revenues for three of the last four calendar years. These declines, in combination with
increased reclamation costs, increase the likelihood of reduced funding available for future
reclamation responsibilities.

Coal Companies Operating in WV with Increased Risk of Bond Forfeiture

When a coal company undergoes bankruptcy, assets of the company are often placed for
sale to satisfy company debts. Other coal companies often purchase these assets to gain mining
acreage and permits. Six publicly traded coal companies, holding 52% of the permits and 59% of
the mines in the state, declared bankruptcy between April 2014 and January 2016. According to
the OSMRE’s 2018 Annual Report-West Virginia, none of the six major companies that
declared bankruptcy had forfeited bonds as of 2018. The DEP has negotiated financial
arrangements as a way of avoiding forfeiture of the bonds. It should be noted, however, that the
SRFAC and its independent actuary added a 30% increase in likelihood of forfeiture for
bankrupted companies in the actuary’s model provided for the 2019 SRFAC Annual Report.
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Lexington Coal Company and ERP hold a substantial number of mining permits in the
state. Lexington purchased a significant portion of Alpha Natural Resources’ idle assets after
Alpha Natural Resources declared bankruptcy in 2015. Between 2014 and 2016, following its
bankruptcy, Patriot Coal sold most of its assets to ERP and Blackhawk Mining. In 2018, ERP had
at least two subsidiaries declare bankruptcy. In March 2020, ERP laid off its entire staff
necessitating the DEP to obtain a special receiver to avoid the forfeiture of an estimated 111
permits held by ERP and the potential bankruptcy of the reclamation bond surety company.

Blackhawk Mining declared bankruptcy in the summer of 2019. In the fall of the same
year, Murray Energy, the nation’s largest privately held coal company, also declared bankruptcy.
As of August 20, 2019, Blackhawk was responsible for 151 permits, and 181 bonds, totaling $39.4
million. Also as of August 20, 2019, Murray had 26 permits and 147 bonds, totaling $41.3 million.
Table 4 that follows lists the five companies who are the primary permit holders for the bankrupted
permits discussed in the preceding paragraphs:

Table 4

At-Risk Bond Amounts Held By Select Coal Companies®

Y% Total
Bond

Parent Company - State
Amounts —
EE—— Bonds
Lexington Coal Company $166,700,263 17.6%
Alpha Metallurgical Resources $150,261,129 15.9%
ERP Environmental Fund® $83,004,169 8.8%
Blackhawk Mining $79,569,312 8.4%
American Consolidated Natural Resources® $45,674,911 4.8%
TOTAL $525,209,784 55.5%

* Companies listed were derived from publicly available information. There are additional companies not
included due to confidentially requirements.

b Bond totals were $123,080,625 before the DEP obtained a special receiver to handle ERP’s business.

¢ Formerly Murray Energy.

Source: Information obtained from DEP, analysis performed by Post Audit team.

The most obvious effect on the Special Reclamation Funds is the presumption that
companies going through bankruptcy are the most vulnerable financially. The largest companies
have been able to reorganize or sell off assets and re-emerge from bankruptcy. However, the large
number of sites going through multiple companies and/or bankruptcies is a potential indicator that
these sites may not be sustainable long-term.
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Issue 1: Current Per Acre Coal Mining Reclamation Bond Limits May Not Be
Sufficient to Guarantee the Solvency of the State’s Mining Reclamation
Program.

An analysis by the Legislative Auditor indicates permit bonds have historically covered
10% of actual reclamation cost. The remaining cost of reclamation is subsidized through West
Virginia’s alternative bonding system, which consists of the Special Reclamation Funds (SRFs).
While in recent years the DEP has made strides to improve the speed in which mining sites are
reclaimed, a sizable backlog of sites either currently under reclamation or waiting to be reclaimed
remains. The SRFAC actuary projects liabilities for permits already in existence to be $496.7
million over the next twenty years. This projection does not include estimates for permits issued
after June 30, 2019. The balance of the SRFs as of March 1, 2021 was approximately $190 million,
which is less than 40% of the projected 20-year liability.

A key issue contributing to the insufficiency of permit reclamation bonds is the devaluation
of permit bonds since the current bonding limits were established by W.Va. Code §22-3-11(a) in
September 2001. SRFAC projected reclamation costs indicate a 45% increase in reclamation costs
from 2013-2019 between the three types of mining permits. Several factors have likely contributed
to this increase, especially issues with water treatment. Recent litigation has led to the enforcement
of more stringent regulations and subsequent increases in water treatment costs. The SRFAC and
its actuary consider water treatment costs difficult to gauge, and treatment is often required for
extended periods of time.

W. Va. Code §22-3-11(a), as amended in September 2001, established a minimum $1,000
per acre and a maximum $5,000 per acre for mining reclamation bonds. The previous rate was a
flat $1,000 per acre. Legislative Rule, Title 38, Series 2 (38CSR2), Section 11.5 promulgates the
matrices for specifically determining bond amounts. Even when initially adopted in 2001, the
provisions outlined in these governing instruments provided for bonding levels far below the total
costs of reclamation. Since 2001, the remaining cost for reclamation after the application of bond
funds has increased considerably as the overall cost to perform reclamation has significantly
increased during the intervening 20 years.

The solvency of the SRFs is at risk as current bond limits are inadequate to cover the rising
cost of reclamation. Current statutory bond calculation constraints have resulted in the state’s
aggregate reclamation bonds falling short of the potential reclamation liabilities if permit holders
fail to meet obligations to reclaim permitted sites. Further, there is no indication of contingency
plans in case the SRFs become insolvent, at which point the OSMRE may revoke the state’s
“primacy” of its mining and reclamation program.

A state is considered to have “primacy” when it establishes an OSMRE-approved state-
wide surface coal mining program “no less stringent” than the requirements set forth in the
SMCRA. A loss of primacy would prevent an individual state from tailoring its surface coal mining
programs to meet its individual and unique needs, as mining and reclamation conditions vary from
state-to-state. A primacy state can pass state-specific legislation crafted and voted on by legislators
with the knowledge and recognition of the specific needs of the state and its citizens.

Recent developments regarding the coal company ERP are a prime example of the potential
hazards to the solvency of the state’s reclamation program. A March 26, 2020 court filing by the
DEP petitioning the court for special receivership for ERP stated in part:
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...Indeed, DEP stands at the precipice of having to revoke the Defendant’s permits,

forfeiting the associated surety bonds, and transferring the responsibility for
cleaning up the Defendant’s mess to the State’s Special Reclamation Fund,
potentially bankrupting the Defendant’s principal surety and administratively and
financially overwhelming the Special Reclamation Fund, the State’s principal
backstop for all revoked and forfeited sites in West Virginia.... (emphasis added)

At the time of the lawsuit filing in March of 2020, ERP held 111 permits totaling $123
million in bonds. The SRFs hold approximately $190 million as of April 1, 2021. Since March of
2020 when ERP laid off all its workers, ERP has forfeited several permits and several others were
sold off leaving the company holding 91 permits with bonds totaling $83 million. If the remainder
of ERP’s permits are unable to be sold and are forfeited, DEP’s prospective liability to reclaim
these sites would likely exceed the combined amount of forfeited bonds and the balance of the
SRFs. If ERP forfeited and its surety was able to payout the bonds for ERP’s permits, $83 million
would be added to the SRFs. Based on historical data, bonds currently cover roughly 10% of total
reclamation cost. This means the DEP’s total reclamation cost for ERP’s permits could potentially
reach $830 million. As noted by the DEP in the lawsuit, the forfeiture of one company’s bonds
would be enough to render the SRFs insolvent.

The current level of SRFs funding, even with the surety payout for ERP permits, would not
cover a quarter of the cost of reclamation, and that is without considering the DEP’s additional
financial obligations for current and future non-ERP reclamation projects. ERP had assumed
permits resulting from the Patriot Coal bankruptcy only to face its own financial issues a few years
later. These financial issues coupled with ERP pulling its entire staff from the mining sites has
forced the DEP to obtain a special receiver to control ERP’s obligations to avoid bankruptcy.
Without this intervention, these permits and sites may have gone through bankruptcy a second
time in five years.

The current bonding rate limit established twenty years ago may prove insufficient to
provide adequate funding to the SRFs. Historical data indicates bonds cover less than 10% of
reclamation costs, and the SRFAC’s actuary estimates a total of $300 million dollars will need to
be deposited into the SRFs over the next twenty years to cover the liabilities arising from currently
in-force permits. It is important to note that this $300 million projection does not include costs for
permits issued after June 30, 2019. ERP’s situation highlights the issues that may arise if one large
company is faced with mass forfeitures. These facts, combined with increased costs of reclamation,
indicate a review of the bonding limits to be prudent.

Recommendation:

1.1 The Legislative Auditor recommends the DEP consider the adequacy of the bonding rates
currently in effect with regard to the requirements of Title 30, Section 733.11 of the Code
of Federal Regulations, and adjust the rates as necessary to ensure that the cost of
reclamation does not become a greater financial liability to the state.
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Issue 2: A Lack of Limitations on Amounts Permitted to be Underwritten by
Single Insurers for Mining Reclamation Surety Bonds Increases the Risk of
Insolvency of the Special Reclamation Funds.

A surety bond is a promise to be liable for the debt, default, or failure of another. It is a
three-party contract by which one party (the surety) guarantees the performance or obligations of
a second party (the principal) to a third party (the obligee). In the case of the state’s mining
reclamation surety bonds, the mining permit holder is the principal, and the DEP is the obligee.
Unlike multiple other states’ mining reclamation programs, WV has no statutory limits on the
amount of reclamation surety bond coverage a surety company may issue either in the case of
individual bonds or in the aggregate.

As of March 29, 2021, the DEP’s records indicated surety companies had issued
approximately $900 million in surety bonds in the state. Table 5 below shows five of the state’s
more significant mining reclamation surety companies. These five companies are the sureties for
90.7% of all reclamation bonds issued in the state. The principals for the surety bonds issued by
the five individual surety companies listed in Table 5 comprise numerous coal companies. For
each company listed, the table depicts the largest single WV mining reclamation bond issued by
the surety, the federal bond underwriting limit as set by Federal Circular 570, the total dollar
amount of coal mining reclamation bonds issued in WV, and the dollar amount percentage of the
state’s total reclamation surety bonds underwritten by the surety:

Table 5
Significant Reclamation Bonding panies in the State
L ¢ Federal Single
R ﬂge_s. Bond Total Dollar % of Dollar
Company Reclamation Underwriting Amount Active Amount of Active
MYM Limit Bonds Issued Bonds
Issued in WV T - -
_— (Circular 570)
Indemnity $11,955,000 $7,254,000 $619,953,934 66.9%
National
Lexon $5,355,000 $6,882,000 $51,432,312 5.6%
S LG L $3,083.820 $2.569,000 $84.595.277 9.1%
Heritage
Aspen American $5,605,000 $54,531,000 $58,110,362 6.3%
First Surety $2,280,000 Not Approved $26,334,106 2.8%
All Other $7.423,877 Various $86.353.533 9.3%
Companies
TOTALS $926,779,524 100%

Source: DEP’S March 29, 2021 All Bond Report

The underwriting limit listed in Table 5 is the maximum single bond a company may issue
for federal bonds without reinsurance or coinsurance. The limit is calculated as 10% of a

3 Inclusion on the U.S. Department of Treasury Circular 570 authorizes the company as an acceptable surety for federal
bonds. This inclusion is commonly referred to as being “T-Listed.”

¢ Includes other surety companies as well as financial institutions such as banks.
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company’s paid-in capital and surplus account, which is a key indicator of a company’s financial
solvency. The five largest reclamation surety issuers each have reclamation bonds that are larger
than each company’s surplus account and two of these companies have single bonds greater than
the federal underwriting limit. Because First Surety Corporation is not an approved insurer of
federal bonds, the company does not have a federal underwriting limit. However, an analysis by
the Legislative Auditor’ estimated the company’s surplus account would result in a currently
issued bond more than the Circular 570 underwriting limit if the company was an approved insurer
of federal bonds.

As shown in the previous table, Indemnity holds 66.9% of the total coal mining reclamation
bonds issued in the state as of March 29, 2021. The total face value of Indemnity’s West Virginia
reclamation surety bonds is approximately $620 million. However, it is important to note this total
is only inclusive of coal mining reclamation bonds issued in WV as the company’s portfolio
includes additional bonds it has underwritten, but not included in Table 5, such as: oil and gas,
above ground tanks, and bonds underwritten for other states.

Since Indemnity holds such a significant portion of the state’s bonds, the Legislative
Auditor performed an analysis of the coal company principals for Indemnity’s coal mining
reclamation bonds issued in the state. Table 6 is limited to those coal companies that have a
minimum of $4 million in surety bonds underwritten by Indemnity as of December 3, 2020. The
table also provides information regarding whether the mining company has any noted current or
past financial issues. The results of the analysis are summarized in Table 6 as follows:

7 Legislative Audit Report published 2019 titled: WV Department of Environmental Protection - Rule 38 CSR 2
Section 11.3.a.3 Surety Bond Requirements, p.14

19



Table 6

Coal Company Principals with Indemnity National Surety Bonds ($4 million min.)
Amt. Insured

Company —:In Millions Noted Financial Issues
Alex Energy (Alpha)’ $9.0 Past Bankruptcy
Appalachian Resource WV, LLC $12.9 None
Aracoma (Alpha)’ $4.8 Past Bankruptcy
Bandmill Coal (Alpha)’ $5.1 Past Bankruptcy
Black Castle (Alpha)* $34.9 Past Bankruptcy
CM Energy $6.3 None
Coal-Mac $56.4 Past Bankruptcy
Elk Run (Alpha)! $5.0 Past Bankruptcy
ERP Environmental Fund $67.9 Employees Walked Off Job, Sued by DEP
Highland Mining (Alpha)’ $13.8 Past Bankruptcy
ICG Eastern $5.3 Past Bankruptcy
Jacks Branch (Alpha)' $8.9 Past Bankruptcy
Lexington Coal Company* $160.3 Purchased Permits Held by Bankrupt Companies
Markfork Coal Company (Alpha)! $6.6 Past Bankruptcy
Mingo Logan Coal $4.9 Past Bankruptcy
Harrison County Coal Company $10.0 Past Bankruptcy
(American Consolidated)?
Marion County Coal Company $6.7 Past Bankruptcy
(American Consolidated)?
Marshall County Coal Company $11.1 Past Bankruptcy
(American Consolidated)?
Monongalia County Coal Co. $7.3 Past Bankruptcy
(American Consolidated)?
Nicholas Contura LLC. (Alpha)' $5.9 Past Bankruptcy
Ohio County Coal Company $5.7 Past Bankruptcy
(American Consolidated)?
Panther Creek $57.2 Past Bankruptcy
Quinwood Coal $4.3 None
Republic Energy $36.2 Past Bankruptcy
Rockwell Mining, LL.C. $12.9 Past Bankruptcy
Upshur Property, LLC. $7.4 Past Bankruptcy
West Virginia Waters Resources, Inc. $4.4 None

! Companies were originally subsidiaries of Alpha. After Alpha declared bankruptcy, Contura purchased these
companies from Alpha and later changed its name to Alpha Metallurgical Resources

2 Lexington Coal is a sister company to Revelation Energy, which declared bankruptcy. Comparable to ERP
Environmental Fund, Lexington Coal entered the WV coal market by purchasing permits from bankrupt
companies.

3 Murray Energy assets are now American Consolidated Natural Resources.

Sources: DEP’s March 2021 All Bond Report,; Alpha Natural Resources Bankruptcy Filings, March
26, 2020 Lawsuit Filed by DEP; Assorted News Articles.

The companies listed in the preceding table account for $571.2 million of the $620 million
of the West Virginia mining reclamation bonds underwritten by Indemnity. All but four of the
companies listed have experienced financial difficulty. The remaining companies underwritten by
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Indemnity have either directly experienced some sort of financial difficulty or are affiliated with
companies that have experienced past, or are experiencing current, financial distress.

ERP had approximately $125 million in reclamation bonds underwritten by Indemnity. In
March 2020, ERP pulled all employees off the job and abandoned all permitted mine sites. On
March 26, 2020, the DEP filed a temporary restraining order requesting the Court appoint a special
receiver for ERP. This filing provides an avenue for the DEP to avoid calling ERP’s reclamation
surety bonds. Calling all the bonds is not a viable option for the DEP as Indemnity would almost
certainly not be able to meet its surety obligations. Due to forfeitures and the sale of some assets,
ERP’s reclamation bonds were reduced to $83 million as of December 3, 2020.

Indemnity’s surety liability increased from approximately $450 million as of March
31, 2020, to approximately $620 million as of March 29, 2021 as shown in Figure 3 below.
This increase occurred after Indemnity was named in the DEP’s lawsuit that commented in detail
on Indemnity’s financial instability and noted a forfeiture of one company’s permits would
bankrupt the surety company. Nevertheless, the DEP approved Indemnity’s underwriting increase
of approximately $170 million in mining reclamation bonds.

Figure 3
Indemnity National Insurance Company Percentage of Total
Mining Reclamation Bond Values
Source: Multiple DEP All Bond Reports
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Surety companies whose bond portfolios include significant portions of available equities
in reclamation bonds have an increased risk of becoming insolvent if such bonds were to be
forfeited. If this were to occur, the situation would result in two adverse outcomes:

(1) If the surety is unable to honor forfeited bonds the resulting shortfall would need to
be supplemented by the DEP and the state through the use of the SRFs; or

(2) Permit holders bonded by the surety, but not involved in forfeitures, would be
required to promptly elicit another surety company to provide reclamation bonding.
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Regarding the second outcome, premiums and risk acceptability of surety companies differ,
which may complicate a mining company’s ability to find a surety willing to underwrite the
company’s reclamation bonds. There is also the possibility Company A may have reclamation
bonds underwritten by a surety company that has been bankrupted due to forfeitures of Company
B. If then Company A declares bankruptcy before obtaining another surety the state’s liability
would be further increased.

It is the opinion of the Legislative Auditor that these are indicators of an increased risk that
the state would be responsible for the reclamation costs associated with these companies through
the SRFs. Companies that are permitted to issue surety bonds without limitation expose the SRFs
to potentially large liabilities that could result in the insolvency of the funds. As the SRFs hold
approximately $190 million, any mass forfeiture would result in hundreds of millions of dollars in
cleanup costs in excess of the SRFs. If one or more surety companies are unable to meet surety
obligations, the funds would be strained even further as the DEP would be unable to collect on the
forfeited reclamation bonds underwritten.

Surety bonding is the preferred method of surface coal mining reclamation bonding in WV
as they comprise approximately 97% of all reclamation bonds. If a coal mining company’s permit
is revoked and the bond is forfeited, the surety company that issued the reclamation bonds must
either complete site reclamation or remit payment to the DEP for the bond. As surety companies
issue more bonds, the companies’ potential liabilities increase. Indemnity National Insurance
Company increased its bond issuances from $450 million to $620 million in one year—even after
the DEP filed a request to obtain a special receiver, preventing the surety company from insolvency
if ERP was forced to forfeit its bonds. Indemnity insures multiple large mining companies.
Therefore, one major adverse event or forfeiture could render the SRFs insolvent. The risk to the
SRFs is further increased if one or more surety companies would be unable to pay bond obligations
to the DEP. As such, the Legislative Auditor questions the prudence of allowing surety companies
to issue reclamation bonds without limitations on both the aggregate and single bond amounts.

Recommendation:

2.1 The Legislative Auditor recommends the Legislature consider amending W.Va. Code §22-
3-11 by imposing maximum thresholds on the face value of reclamation bonds permitted
to be underwritten by a single surety company. Such limits should include both single bond
issuances as well as the company’s aggregate issuances of reclamation bonds.
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Issue 3: The DEP Does Not Require Coal Companies to Maintain Bonds Equal
to the Estimated Reclamation Cost as Required for Inactive Extensions.
Further, the DEP Does Not Ensure that Applications for Inactive Status
Extensions are Complete and Accurate as Required by Legislative Rule 38 CSR
2-14.11 and the Code of Federal Regulations 30 CFR §816.131.

For permittees to obtain inactive statuses, permits must meet certain requirements and
criteria at both the state and federal level. Inactive status allows coal companies to cease mining
and reclamation operations for longer than 30 days. The West Virginia Surface Mining and
Reclamation Legislative Rule 38CSR2 14.11 addresses the state-level requirements for obtaining
inactive status. These requirements include the permittee having no outstanding violations and
penalties, maintaining a well-secured site, having proper bonding for disturbed areas, and
continuing with contemporaneous reclamation of permit sites. However, the most essential
requirement is a “...detailed showing by the permittee that the cessation is necessary because of
temporary market conditions which are likely to change in the period for which the temporarily
inactive status is sought....”

W.Va. Code §22-1-3 provides the DEP with the “...power and authority to propose
legislative rules for promulgation...to carry out and implement the provisions...”" of Chapter 22.
The DEP issues various categories of mining permits including Surface Mining Permits,
Underground Mining Permits, and “Other” Permits. Permits categorized as “Other” include
permits for Coal Refuse, Preparation Plants, and Loadouts. There are 160 inactive permits”
documented in DEP records as of December 2020, and the total bond amounts held by these
inactive permits total $72.2 million. This amount comprises $11.2 million for underground
permits; $39.7 million for surface mining permits; and $21.3 million for “other” permits.

According to the OSMRE-approved WV Coal Surface Mining Rule 38CSR2, Sections
14.11.d., 14.11.e.,14.11.f., and 14.11.g. within the bounds of established bonding requirements
for active permit statuses, the Secretary of the DEP can grant inactive statuses to mining permits
not to exceed the following durations for each of the following categories of permits:

A. Surface Mining Permits: Not to Exceed Three Years Unless the Permittee Can Show an
Extension is Necessary by Reason Of: (1) Litigation precluding reactivation of the site;
(2) Labor strikes; or (3) Substantial equipment necessary for extraction, e.g. draglines,
shovels, etc., remain on the site and are being maintained in working order.

Coal Refuse Permits: Not to Exceed Ten Years.

Preparations Plants and Load-Out Facilities: Not to Exceed Ten Years.

Underground Mining Operations: Remaining Permit Term Plus Five Years:
Considering 14.11 limits the initial granting of inactive statuses for underground mines to
one-half the permit term and permit terms are five years, the maximum inactive status set
by the rule, within established bonding requirements for active permits, is seven and one-
half years.

TOF

The Legislative Auditor analyzed the 160 inactive permits in the DEP’s records and found
a total of 61 permits with “approved inactive” statuses that exceeded the timeframes outlined
above: including 34 underground permits, 20 surface mining permits and seven “Other” permits.
Of these 61 inactive permits, 26 permits have been inactive for over ten years with nine of the 26
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permits inactive for over 20 years. According to DEP records, the longest period a permit has
remained inactive is 28 years.

56 of 61 Inactive Permits are Not in Compliance with Full Cost Bonding Requirements for
Inactive Status Extensions.

To obtain an extension to inactive status beyond the timeframes stipulated in Section 14.11
of 38CSR2 for Preparation Plants, Load-out facilities and Underground permits, Section 14.11.h
of the rule requires the permittee to ... furnish and maintain bond that is equal to the estimated
actual reclamation cost, as determined by the Secretary.” However, only five of 61 “Approved
Inactive” permits are currently bonded at full cost resulting in 56 of the inactive status
permits being in noncompliance with the rule.

The bond amounts held for the 56 inactive status permits total approximately $31 million
(that includes $4.4 million for underground permits, $25.9 million for surface permits and $0.7
million for other permits). Forfeited bonds have only covered approximately 10% of the total
reclamation cost according to an historical analysis performed by the Legislative Auditor based
on the reclamation cost data provided by the DEP. Therefore, based on this historical analysis, if
permit holders for these 56 sites forfeit on the obligation to reclaim the permit sites and bond
amounts would only cover 10% of the total reclamation cost, potentially 90% of the reclamation
cost, or approximately $279 million, would need to be provided from monies maintained in
the SRFs.

At Least 15 Surface Mining Permits are Not in Compliance with Requirements for Granting
Extensions to Inactive Statuses.

The Legislative Auditor found at least 15 surface mining permits were granted inactive
status extensions despite not meeting any of the criteria for inactive extensions as outlined in the
OSMRE-approved Surface Mining Reclamation Rule 38CSR2, Section 14.11.d,® which states:

...In no event may the total time granted for inactive status for any given surface
coal extraction permit be in excess of three (3) years, provided, That further
extensions may be granted on the basis of showing by the permittee that such
extension is necessary by reason of:

14.11.d.1. Litigation precluding reactivation of the site;
14.11.d.2. Labor strikes, or

14.11.d.3. Substantial equipment necessary for extraction, e.g. draglines, shovels,
etc., remain on the site and are being maintained in working order.

Four Refuse Mining Permits are Not in Compliance with Requirements for Granting
Extensions to Inactive Statuses.

In addition, four coal refuse sites were granted extensions exceeding the ten-year maximum
specified in 38CSR2 14.11.g, which delineates the requirements for obtaining inactive statuses for
coal refuse sites. However, the rule provides for no extensions beyond the ten years stipulated in
Subsection g which states:

8 The rule has been amended by the Legislature for an effective date of July 1, 2020; however, this amended rule has
not been approved by the OSMRE and, therefore, is not enforceable.
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... The Secretary may grant inactive status for a period not to exceed ten years for
coal refuse sites. Provided, the completed lifts of the coal refuse site is regraded
(which may include top soiling), seeded and drainage control (e.g. diversions etc.),
where possible, have been installed in accordance with the terms and conditions of
the permit.

Non-Compliance with Notification Requirements for Temporary Cessation of Activity

When a permit holder is applying for temporary cessation of activity beyond 30 days, Code
of Federal Regulations 30 CFR §816.131(a) requires the permit holder to “...effectively secure
surface facilities in areas in which there are no current operations...” and 30 CFR §816.131(b)
requires permit holders to notify the regulatory authority (DEP) a notice of the intent to cease
mining operations. The notice is required to include, “...a statement of the exact number of acres
which will have been affected in the permit area, prior to such temporary cessation, the extent and
kind of reclamation of those areas which will have been accomplished...”

Since data for all requirements necessary for the granting of inactive statuses were not
included with the records made previously available by the DEP, a separate request was made for
records documenting permit holder notification requirements for inactive statuses. In June 2020,
the DEP provided such documentation on 100 applications for Inactive Status.

The notice of intention to cease statement completed and submitted by the permit holders
of these 100 permits had the following noncompliance issues:

e The notices for 31 permits failed to indicate whether the mining sites were adequately
secured;

e The notices for 87 permits did not include the exact number of affected acres; and,

e The notices for 53 permits failed to indicate the kind and extent of reclamation
accomplished in the mining areas.

Based on the documentation provided by the DEP, the Legislative Auditor found eight
permits with outstanding violations and/or penalties when inactive statuses were granted by the
DEP resulting in non-compliance with the Code of State Rules. Legislative Rule 38CSR2, Section
14.11.a, states in part:

A permittee may not cease mining and reclamation operations for a period of thirty
(30) days or more unless the Secretary finds in writing that all the following
requirements have been fully satisfied:

14.11.a.1. The site is in full compliance with all standards of the program and permit,
including but not limited to contemporaneous reclamation, no outstanding violations or
penalties exist, and adequate pictorial and narrative description of site conditions to
date has been placed in the file; ...(emphasis added)

Use of Unapproved and Undefined Permit Statuses

The Legislative Auditor found that of 1,003 permits listed as “Active” in DEP’s records,
320 permits were listed as “Active No Coal Removed.” According to DEP records the total
reclamation bond amount posted for these 320 permits totaled approximately $148.9 million.
These mining statuses are neither defined in federal or state code nor in DEP’s rules or policies.
Since such statuses are neither authorized nor defined, the Legislative Auditor questions
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whether these 320 permits are active and, if not, whether the use of such undefined statuses
is a method for circumventing the requirements for the posting of full cost reclamation
bonding for Inactive Status Extensions and/or as a means of avoiding or delaying the
commencement of permit site reclamation.

The coal industry has suffered a downturn in recent years resulting in many coal companies
not actively extracting coal even though these companies remain listed as having “Active” permits
by the DEP. WV coal production in 2019 was approximately 77.5% of what it was in 2012. When
many of the currently inactive sites obtained inactive status, coal production was substantially
higher in comparison to recent years.

Also, during this period there has been a practice of the DEP moving permit statuses from
“Approved Inactive” to “Active No Coal Removed.” For example, for the twelve-month period of
January 2020 through December 2020, the Legislative Auditor identified 55 permit statuses that
were documented as changed from “Approved Inactive” to “Active No Coal Removed.”

WV Surface Mining Reclamation Rule 38CSR2 14.11.a.6., dictates that applications for
inactive status are to be granted, ““...based on a detailed showing by the permittee that the cessation
is necessary because of temporary market conditions which are likely to change in the period for
which the temporarily inactive status is sought.”

Marshall University’s Center for Business and Economic Research (CBER) projects the
market’s decline to continue into the foreseeable future. Due to the recent history of the coal market
and Marshall’s CBER projection, it would seem probable that the coal market will not return to
the production levels of when many of the currently inactive sites obtained inactive status. As
such, market conditions may result in a significant number of currently inactive sites never
returning to active status and resuming production.

As a result of the DEP not requiring the full cost reclamation bonds be posted as required
by 38 CSR 2-14.11, there is a potential shortfall of approximately $279 million in bonding on
inactive sites assuming the bonds cover only 10% of the total reclamation cost. There are 61 sites
which have exceeded the initial allowable period a mine may remain inactive. Permit holders
may request an extension beyond this period provided the companies provide full cost bonding,
but only five of these 61 sites have full cost bonds. Twenty-six (26) sites have been inactive for
more than ten years, which includes nine permits that have been inactive for more than twenty
years. This cessation of activity increases the risk of harmful environmental events such as
flooding or landslides and may harm local communities and businesses by reducing the number of
jobs in an area.

Recommendation:

3.1 The Legislative Auditor recommends the DEP comply with the WV Surface Mining
Reclamation Legislative Rule 38CSR2, Section 14.11, the Code of Federal Regulation 30
CFR §816.131-Cessation of Operations, and W.Va. Code §22-1-6(c) by:

a) Requiring mining permit holders submit reclamation bonds equal to the estimated
reclamation cost for permit sites prior to granting extensions for inactive statuses;

b) Verifying that applications for extensions to inactive statuses are complete and accurate
before such extensions are considered;
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c) Ensuring permits do not remain inactive for periods longer than what is permissible as
delineated in 38CSR2, Section 14.11; and,

d) Ensuring that all mine status categories are properly defined by state statute or rule and

that such categories are only implemented for use after consultation with and approval
of the OSMRE.
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Issue 4: Reclamation Awards That Result in Decreased Bonding Amounts May
Increase the State’s Liability for Mining Reclamation and Potentially
Contribute to the Insolvency of the Special Reclamation Fund. Additionally,
the DEP Does Not Maintain a Complete Record of Companies That Have
Received Reclamation Awards Resulting in Bond Reductions or the Reduction
Amounts Received.

The DEP considers several different factors, including reclamation awards, when
calculating coal mining reclamation bond amounts. Reclamation awards are “...recognition for
excellence in reclamation through local and/or national awards, from awards programs
sanctioned by a regulatory authority...” The awards are presented by organizations recognized by
the DEP and are often presented at events such as symposiums.

Reclamation awards considered by the DEP can be local or national, with national awards
resulting in a larger discount. The WV Coal Association holds annual symposiums where it issues
reclamation awards in various categories, resulting in awards mining companies may submit for a
state-level reduction. The OSMRE is an example of an organization whose awards are accepted
by the DEP for national reductions. In response to a Legislative Auditor request, the DEP listed
several organizations from which it accepts reclamation awards. The DEP further stated that:

...38CSR2-11.5 allows for the bond reduction to be granted for local or national
awards from award programs sanctioned by any regulatory authority as defined by
Public Law 95-87. Therefore, WVDEP evaluates this on a case by case basis....

The DEP provided a listing of seven entities that historically have granted reclamation
awards as follows: DMR in conjunction with the WV Coal Association, Interstate Mining Compact
Commission, the OSMRE, National Wild Turkey Federation, Ducks Unlimited, WV Society of
American Foresters, and the Appalachian Region Reforestation Initiative.

Legislative Rule 38CSR2, Section 11.5 establishes a bond matrix which the DEP and the
mining and reclamation companies use to determine the bond per acre rate. The matrix provides
for companies to receive bond reductions for reclamation awards. Depending on the type of permit,
as well as the number and type of awards, the face value required for surety may be reduced up to
$600 per acre per bond. One bond reduction for one permit reduced the required bonding by
$527,400. This permit originally contained 879 acres and received a reduction of $600 per acre. If
this permit holder were to default on its obligation to perform reclamation of the permit site once
mining operations cease, there would be over a half a million dollars less of available funds
provided by reclamation bonds to supplement the cost of reclamation paid from the SRFs.

Given that reclamation awards can result in such a large reduction in a bond amount, the
Legislative Auditor performed an analysis of all permits that currently utilize a reclamation award.
As a result, the audit team requested a record of the companies that have received awards and the
corresponding bond reductions applied in calculating the required bond amounts for the award
recipients. The DEP responded by stating:

This would need to be done on a permit by permit case. We do not have a definitive
list of companies who have received awards, therefore, we require documentation in
the permit application seeking the reduction. Similarly, we would have to look at
each permit specifically to see how awards are applied, if at all. Since it the [sic]
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company’s responsibility to fill out the bond matrix and provide documentation, it is
possible different permits issued at different times may have used different criteria
on the matrix, depending on how many awards they had at the time of review.

As a result of this information, the Legislative Auditor concludes the DEP does not
maintain a record of organizations that grant reclamation awards. Also, the DEP does not keep full
records of those companies that have received awards, nor does it keep track of all acceptable
reclamation award issuers. Further, in an October 28, 2019 response to a Legislative Auditor
request, the DEP acknowledged the agency does not keep a complete record of the bond
reductions resulting from reclamation awards.

While the DEP does not maintain a sufficient way to track and record reclamation awards,
this information may still be identified within the DEP’s record of bond matrices by reviewing
individual permits. Utilizing this data, the Legislative Auditor was able to perform two analyses
for the purpose of gauging the effects of the utilization of reclamation awards. The first analysis
attempted to determine the current actual reductions from awards applied to permits, while the
second analysis identified reductions for 231 permits and then projected reductions across all
eligible permits held by companies with known reclamation awards.

The analysis of current reductions identified 52 companies with at least $14.4 million in
active bond reductions amongst 233 permits with a total of 533 reclamation bonds. The largest
reduction was for approximately $527,000. As every eligible permit does not have a reclamation
bond reduction applied, the Legislative Auditor estimated based on the application of companies’
largest known per acre reduction to every eligible permit. This analysis estimates reclamation
bonds could potentially be reduced by $85.7 million via reclamation awards. Approximately 2,039
bonds would be eligible for reduction amongst 52 companies.

Another concern pertaining to reclamation awards is mining and reclamation companies
may use the same reclamation award indefinitely for every permit associated with that company.
For example, an award issued for one mining site in 2002 may be used on all mining sites owned
by the company today. Additionally, these reductions remain on a permit even if the permit is to
change ownership. For instance, if Company A has a permit with an award reduction and Company
A then forfeits the bond for said permit, Company B may now take over the permit and utilize the
reduction.

In an October 28, 2019 response, the DEP informed the Legislative Auditor of two
companies with reclamation award reductions that had forfeited bonds. An analysis of forfeited
permits, provided by the DEP on January 21, 2020, determined these two companies had forfeited
41 permits of which 31 required reclamation expenditures by the DEP, seven were transferred via
the tax credit program, two had bond collections pending, and one achieved phase release.® On
June 30, 2020, the DEP provided copies of reclamation awards and the bond matrices used for
nine of the 41 permits. Through a review of the reclamation awards it was identified that the nine
permits had $453,480 in bond reductions on 1,019 acres. The bonds collected for these permits
totaled $952,880, with reclamation costs exceeding $4.5 million. The DEP had expended $18.6

9 Reclamation occurs in phases. Phase I is complete after backfilling, regrading, and drainage control is finished. At
this point, 60% of the bond is released. Phase II is complete after revegetation has been completed. Phase III is
completed when reclamation is completed successfully. All remaining bond is released at this point.
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million from the SRFs in reclamation costs for all forfeited permits for these two companies. The
DEP’s records show reclamation is ongoing for four of these permits, so it is reasonable to assume
additional reclamation costs will persist for these sites.

Reclamation awards may incentivize and reward companies that are historically less likely
to forfeit a bond. However, because the DEP does not have an adequate way to track and record
these awards, the audit team was unable to determine to what extent reclamation awards impact
the solvency of the SRFs. Further, improper recordkeeping makes it difficult to ascertain whether
discounts are applied accurately and properly. A lack of such records may result in a scenario
where a company, that has not received an award, nevertheless, benefits from a bond reduction.
For example, if Company X owns a permit and has earned and submitted a reclamation award,
Company X will receive a reduction on its eligible permits. I[f Company X then transfers the permit
to Company Y, this reduction should be removed unless Company Y submits its own reclamation
awards. However, due to a lack of proper tracking of reclamation award recipients it is plausible
that these awards are improperly attributed to a company that did not actually receive the award
resulting in improper bond amounts.

Also, a lack of such records precludes an audit of bond reduction calculations since there
is no practical method of determining those companies that received permit bond reductions
resulting from reclamation awards. A record of coal companies that received awards would allow
for a reconciliation with the applied bond matrices and calculated bond rates to verify that bond
reductions were applied correctly. Incorrectly applied awards could result in permits being bonded
at improper amounts. If a permit has an incorrectly applied award resulting in under bonding,
a permit forfeiture will increase the reclamation liability of the DEP. As the matrix allows
for reductions up to $600 per acre and some permits are bonded for hundreds, or in some
cases, thousands of acres, the added liability to the state could reach over a million dollars
for a single permit forfeiture.

Further, determining precisely how much available funding is diminished as a result of
reclamation awards is indeterminable given the fact that the DEP does not maintain suitable
records of bond reductions or the reclamation awards for which the reductions are attributable.
Therefore, in the opinion of the Legislative Auditor the DEP is not in compliance with the state’s
recordkeeping requirements of W.Va. Code §5A-8-9, which states in part:

...(c) Make and maintain records containing adequate and proper documentation
of the organization, functions, policies, decisions, procedures, and essential
transactions of the agency designed to furnish information to protect the legal and
financial rights of the state and of persons directly affected by the agency’s
activities, ...

Data collection is the objective pillar for measuring the costs of a program, as well as the
extent to which a program achieves its intended goals. Since rudimentary data regarding the
reclamation awards program has not been captured and compiled into a usable format, neither the
audit team nor DEP management can perform a results analysis of the program. Such fundamental
records should include:

e A Listing of Companies Which Issue and Receive Reclamation Awards: This would
allow the DEP to easily track and record the transfer of awards when permits utilizing the
awards are sold or purchased among different mining companies. Further, collecting this
data would allow the DEP to historically see which companies issue and receive
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reclamation awards and if the awards properly incentivize or reward companies that are
less likely to forfeit a bond.

The Amount of Bond Reductions Resulting from Awards: This would allow the DEP
to create a database to track and account for all bond reductions resulting from reclamation
awards. This information then could be used to quickly calculate the total amount of awards
issued or to project how much additional strain would be placed on the SRFs if companies
utilizing reclamation awards were to forfeit reclamation bonds.

In conclusion, reclamation awards provide an incentive for companies to perform

reclamation, but such incentives come with the added risk of bond forfeiture revenues being
limited in the event a company with reclamation award bond reductions forfeits its bonds. Millions
of dollars of bond reductions have already been given. The DEP also does not maintain detailed
records of the companies issuing reclamation awards or a listing of companies receiving awards.
The lack of record keeping may allow bias in the reclamation award reduction approval process
and allow for companies to receive unwarranted reductions.

Recommendations:

4.1

4.2

The Legislative Auditor recommends the DEP comply with W.Va. Code §5A-8-9 and
develop a system to track and maintain a record of all reclamation awards submitted by
coal companies including, but not necessarily limited to, a listing of all companies to whom
the awards were given, the specific permits that received bond reductions resulting from
awards, the amount of bond reductions resulting from the awards in the aggregate and for
each individual permit, and the organizations from which the awards were received. The
Legislative Auditor further recommends the DEP establish minimum eligibility
requirements for entities that grant reclamation awards.

The Legislative Auditor recommends the DEP analyze the effect of accepting reclamation
awards as a mechanism to reduce reclamation bonding; particularly, as it pertains to the
solvency of the Special Reclamation Funds. It is further recommended the DEP report the
results of this analysis and its methodology to the Post Audits Subcommittee no later than
November 30, 2021.
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Issue 5: According to the State Tax Department, as of May 21, 2021, 70 Mining
Companies That Filed Coal Reclamation Tax Returns Had Delinquent Coal
Reclamation Tax Accounts Totaling $5.3 Million.

On March 30, 2020, the Legislative Auditor requested the State Tax Commissioner
provide a current listing of those mining companies that are delinquent in the payment of the
Special Reclamation Taxes along with the aggregate amount of all delinquencies. The State Tax
Commissioner’s April 8, 2020 letter in response to this request is quoted in part as follows:

...As of Wednesday, April 1, 2020 coal companies who filed a Coal Reclamation
tax return owed $4,863,202.78 to the West Virginia State Tax Department. This
can be seen in further detail on the attached report. Please see Attachment 2-
Delinquent Coal Reclamation Accounts.

The total liability of $4,863,202.78 can be broken into various categories. A portion
(39%) of the total liabilities are current liabilities and relate to the recent periods
[redacted]. A large portion of the remaining total liability (35%) was estimated by
the Department for year [redacted] and relates to companies that ceased operation
in [redacted]. Liabilities estimated by the Department tend to be high in order to get
the taxpayer’s attention and may not be reflective of actual liabilities. Another
portion (12%) of the total liability is related to companies that are bankrupt. Another
portion (7%) are from businesses that are dormant or have ceased business. The
remainder to the total liability (7%) relates to liabilities from [redacted] ....
(emphasis added)'’

In a February 28, 2020 letter, the State Tax Commissioner described the information
provided by the State Tax Department to the DEP regarding Coal Reclamation Tax Delinquencies:

...Tax provides a Delinquency/Non-filer report to the DEP monthly that
incorporates all information necessary to determine whether a company is
delinquent in the payment of coal reclamation taxes...(emphasis added)

The Legislative Auditor reviewed the tax delinquencies detailed in the State Tax
Department’s Delinquent Coal Reclamation Accounts report that was included as an attachment
to the State Tax Commissioner’s April 8, 2020 letter. For each company with a reclamation tax
delinquency, the report listed the amount of the unpaid tax by the tax month for which it was
accrued, as well as the combined amount due for each company as of the report date. The
Legislative Auditor subsequently requested updated numbers, and the following information was
provided on May 21, 2021.

The report listed a total of 70 different companies with reclamation tax delinquencies that
had accrued over a 16-year period from December 2004 through April 2021. However, ten
companies are responsible for 80% of the $5.3 million in total reclamation tax delinquencies.
These companies comprise a significant portion of the total surety bonds held by the state.

10 Sections redacted by the Legislative Auditor in order to ensure compliance with taxpayer confidentiality
requirements pursuant to W.Va. Code §11-10-5d.
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The Legislative Auditor determined there are two primary causes contributing to the
significant reclamation tax delinquencies reported by the State Tax Department:

(1) DEP Has Not Complied with the Existing Statute and the DEP Policy Enacted to
Encourage Payment of Reclamation Taxes.

W.Va. Code §22-3-11(1) states in part that ““.../t/he secretary may take the delinquencies
into account in making determinations on the issuance, renewal or revision of any permit....”
Further, Page 43, Section G of the DMR’s Permitting Handbook stipulates that the DEP is to
review the monthly reclamation tax delinquency report provided by the Tax Department’s Excise
Tax Unit prior to approval of a company’s application for a new or revised mining permit. Section
G of the handbook states in part that “.../i/f the report indicates applicant noncompliance, the
application will not be approved until compliance is achieved....”

The Legislative Auditor compared the State Tax Department’s Delinquent Coal
Reclamation Accounts report to the permitting activities as documented in the DEP’s records
accessible from the DEP’s website. Through this analysis it was determined that during an
approximate 11-year period from January 2009 through June 2020, there were a total of 138
instances where the DEP approved applications for mining permit issuances, renewals, or
revisions for companies that had reclamation tax delinquencies. Approval by the DEP of
permit revisions when a company had a tax delinquency of two months or less were not included
in the total as it is understood that any given month’s delinquency will not be reported by the Tax
Department to the DEP until the conclusion of the month to which the delinquency was ascribed.

Of the 138 improper approvals, a total of 106 instances included a checklist form in the
DEP’s records that was intended to be used by the DEP permit reviewers as a tool to confirm if
applicants met the requirements necessary to receive approval. Line 14 on the checklist form asks
the permit reviewer if the applicant is “/o/n the delinquent list for special reclamation tax.”
Nevertheless, the permit reviewer approved the 106 applications despite the fact all the applicants
had tax delinquencies. In response to line 14 on the forms, the permit reviewer did not answer
the question on 29 occasions, indicated there was a tax delinquency on 16 occasions, and indicated
there was no tax delinquency on 61 occasions even though the applicant did have a delinquency.
The Legislative Auditor questions whether the improper notation of “no tax delinquency” for the
61 applicants was done intentionally, as well as questions the judgment to approve permits for the
29 instances where the reviewer did not answer the question and the 16 instances where a tax
delinquency was indicated. A total of 20 different companies were the recipients of DEP’s 138
improper permit approvals. The Legislative Auditor is unable to provide more detailed
information on the specific companies these delinquencies are attributable to as the Tax
Department has indicated doing so would violate W.Va. Code § 11-10-5d(g), which is meant to
protect the taxpayer/company’s identity even when there is a delinquency present.

(2) The Enforcement Methods Provided for in Statute and Policy Enacted to Encourage
Prompt Payment of Reclamation Taxes Are Inadequate.

W.Va. Code §22-3-11(1) and Section G of the DMR’s Permitting Handbook do not provide
for an adequate course of action to ensure reclamation taxes are remitted in a timely and efficient
manner to the State Tax Department. The statute grants the Secretary the authority to consider
reclamation tax delinquencies in determinations regarding the issuance, renewal, or revision of a
mining permit. Additionally, the handbook provides that permit applications are not to be approved
if a company is delinquent in its payment of reclamation taxes. However, no additional
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enforcement methods are stipulated in either the statute or the handbook. Mining permits are
required to be renewed after five years. Therefore, unless a company undergoes a permit
revision or applies for a new permit, it is possible for a company to accrue reclamation tax
delinquencies for five years before the handbook requires that measures be undertaken to
collect the unpaid taxes. As a result, the company could possibly continue unabated operations
despite having significant outstanding reclamation tax delinquencies due to the State Tax
Department.

The previously described scenario is not just hypothetical as such occurrences were noted
by the audit team. According to the State Tax Department, reclamation tax delinquencies totaled
$5.3 million as of April 2021. When mining companies fail to remit reclamation taxes in a timely
manner, the SRFs lose potential revenues as well as future investment earnings. Additionally, those
companies that are actively mining without paying reclamation taxes pose the greatest risk to the
solvency of the reclamation funds given a delinquent company could forfeit its reclamation bonds
placing the financial responsibility of reclamation on the DEP and the SRFs.

Further, the ability of companies to acquire permit renewals, permit revisions, and obtain
inactive statuses while being delinquent provides little incentive for companies to pay Special
Reclamation Taxes on time. It also disadvantages those companies that are meeting tax
obligations. Lastly, the uneven enforcement generally weakens the ability of the DEP to apply
prompt payment measures to limit the accumulation of sizable Special Reclamation Tax
delinquencies.

Recommendations:

5.1. The Legislative Auditor recommends the DEP comply with the DMR Permitting
Handbook and not approve applications for permit renewals and revisions or grant inactive
statuses for companies found delinquent in paying Special Reclamation Taxes.

5.2 The Legislative Auditor recommends the Legislature consider amending W.Va. Code §22-
3-11(1) to require the DEP monitor, on a monthly basis, the State Tax Department’s
reclamation tax reports and identify those companies that are delinquent in the remittance
of reclamation taxes.

5.3 The Legislative Auditor recommends the Legislature, in conjunction with the DEP,
consider establishing procedures within statute that would allow the DEP to impose actions
such as the revocation of a company’s mining permit in the event a company fails to
properly file a tax return, a company’s unpaid tax delinquencies exceed a stipulated
amount, or a company’s tax delinquency exceeds a specified duration to compel more
prompt payment of special reclamation taxes and ensure the collection of those taxes.

34



Issue 6: The DEP Does Not Collect Data on Coal Tonnage Mined in the State.
If Such Data Were Obtained, the DEP Could Substantiate that Mining
Companies are Properly Remitting Reclamation Taxes as Such Taxes are
Critical to the Long-Term Solvency of the Special Reclamation Funds.

The state’s Surface Mining and Reclamation Act is codified as Chapter 22, Article 3, of the
W.Va. Code. Section §22-3-2 vests jurisdiction for the Act with the DEP. As such, the DEP is
responsible for enforcing the rules promulgated pursuant to the chapter and ensuring the
state adheres to requirements of the federal Surface Mining Control and Reclamation Act of
1977, as amended. Confirming the state has adequate funding for its reclamation program is a
fundamental responsibility of the DEP and is an essential component of federal mining reclamation
law. The DEP not obtaining coal tonnage information may result in situations in which the DEP
cannot identify and correct issues that may adversely affect the long-term solvency of SRFs.

The Special Reclamation Tax is the primary source of funding for coal mine reclamation
when sites are forfeited. The tax rate of 27.9 cents is applied to each ton of coal mined within the
state. It is vital to the state’s ability to reclaim land. Coal companies that fail to pay the full amount
of reclamation taxes due deprive the special reclamation funds of much needed revenue. Further,
the SRTF and SRWTF assets are invested. If mining companies fail to remit proper amounts for
reclamation taxes, less money is available for investment earnings further diminishing revenues
for the state’s reclamation program.

The Legislative Auditor asked the DEP how it reconciles its records with the State Tax
Department’s regarding the remittance of Special Reclamation Taxes. The DEP responded as
follows:

The DEP continues to rely on the internal controls of the State Tax Department to
ensure the correct amounts are deposited into the appropriate funds. Agency staff
does not consider available information sufficient to complete a reconciliation. As
a compensating measure, DEP reviews money collected by the Tax Department and
transferred to DEP for reasonableness, based on previous collections.

Reviewing previous collections may allow the DEP to partially reconcile deposited funds,
but several factors limit the effectiveness of this measure. Permits may experience events such as
bankruptcy, transfer, status changes (especially to and from inactive status), coal demand, and
other situations that increase volatility in coal production. This volatility diminishes the efficacy
of reconciliation based solely on previous collections.

In the 2012 Post Audit reports on the SRFs, the Legislative Auditor noted the DEP lacked
proper records of coal tonnage mined in the state. If such data were collected by the DEP, the DEP
could reconcile the tonnage mined to the amount of reclamation taxes collected by the State Tax
Department. The data would provide a useful tool in determining if the aggregate remittances of
reclamation taxes by coal companies is analogous to the aggregate amount of coal mined for any
given period. The proper remittance of reclamation taxes is critical to the long-term solvency of
the state’s reclamation program as the taxes are the primary funding source for reclamation of
forfeited mining permit sites.

It should be noted the State Tax Department does conduct audits on companies mining coal
to verify proper remittance of reclamation taxes. These audits use methods such as reconciling
sales invoices with the measured weight of coal trucks for a particular company to determine the
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accuracy of the Special Reclamation Tax remitted by the company. Upon inquiry, the State Tax
Department stated the following regarding the frequency of reclamation tax audits:

A coal reclamation tax audit would be conducted any time we conduct a coal
severance tax audit. Severance tax audits take a long time to complete so we
typically have a few a year that we do in the severance area, depending on the focus
between the different severance activities (coal, oil and gas). One year may be a
focus on coal, the next it may be oil and gas depending on changes in legislation,
industry trends that change how the taxpayer operates (for example oil and gas
moving from vertical wells to horizontal), or occasionally the very rare request for
an audit by the taxpayer.

Although the State Tax Department does employ auditing procedures to verify the

remittance of reclamation taxes, the measures employed are limited. If the DEP enacted an auditing
procedure whereby the coal tonnage mined in the state was reconciled to the taxes remitted for a
given period, the DEP could significantly bolster the confidence that reclamation taxes are being
paid as required by law. Should it be determined that tax remittances are not reasonably
commensurate to tonnage mined, the DEP could perform additional procedures on a micro-level
to determine the specific reason for the inconsistency.

Several statutes indicate the DEP should take a more proactive role in maintaining records

and performing reconciliation of coal tonnage, including:

The Secretary has within his jurisdiction all areas of the state, and he shall administer the
provisions of the surface coal mining and reclamation code (W.Va. Code §22-3-4.a). The
Secretary is responsible for all code and regulations pertaining to mining. Several statutes
require proper management of the SRFs, and any weaknesses in administering the surface
coal mining and reclamation program could result in the federal government claiming
jurisdiction.

A requirement that the Secretary may approve an alternative bonding system if it
reasonably assures that sufficient funds will be available for reclamation (W.Va. Code §22-
3-11.c.2). The authority to implement the alternative bonding system is predicated on the
Secretary’s ability to verify the availability of funds. A lack of reconciliation prohibits the
Secretary from performing proper analysis of the SRFs.

A requirement that permit applications include anticipated annual and total coal production
(38CSR2 3.6.a). Proper reconciliation allows the Secretary to verify whether this
information is accurate, and provides the Secretary with information that may be used in
future determinations.

The Secretary shall conduct formal actuarial studies and conduct reviews on the SRFs (W.
Va. Code §22-3-11.i.2). Adequate recordkeeping and reconciliation enhances the
Secretary’s ability to conduct proper studies and reviews by improving accuracy and
increasing the likelihood mistakes may be caught.

The Secretary advises the State Tax Commissioner and Governor of the assets of the funds
(W.Va. Code §22-3-11.n). A lack of reconciliation inhibits the Secretary’s ability to
accurately advise the State Tax Commissioner and Governor and may adversely affect
decisions made based on unverified data.
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As stated earlier, the reclamation tax is the most critical component of available funding
for the state’s reclamation program. Therefore, it stands to reason that all practical measures to
safeguard and maximize this funding should be applied by the DEP. Data on coal tonnage would
provide the Secretary with beneficial information that could assist the Secretary in fulfilling the
statutory duties of the mining reclamation program. The Special Reclamation Fund Advisory
Council (SRFAC) would likely also benefit from such information in its duty to “...ensure the
effective, efficient and financially stable operation of the special reclamation fund....” A
reconciliation of coal tonnage mined within the state to reclamation tax remittances would seem
to be a fundamental measure to achieve these objectives.

Recommendation:

6.1 The Legislative Auditor recommends the DEP fulfill its responsibility under W.Va. Code
§22-3-2 by developing a method to properly track coal production and periodically reconcile
the production to the special reclamation taxes collected to verify the Special Reclamation
Trust Fund and the Special Reclamation Water Trust Fund are properly funded.
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Issue 7: The DEP and the State Tax Department Granted Several Million
Dollars in Reclamation Tax Credits Prior to Tax Credit Program Receiving the
Required Approval from the Federal Office of Surface Mining Reclamation and
Enforcement (OSMRE), in Violation of Federal Law.

Federal law requires amendments to the state’s mining reclamation program receive
approval of the Federal Office of Surface Mining Reclamation and Enforcement (OSMRE) prior
to implementation. The Code of Federal Regulations (30 CFR §732.17) states, in part:

Whenever changes to laws or regulations that make up the approved State program
are proposed by the State, the State shall immediately submit the proposed changes
to the Director as an amendment. No such change to laws or regulations shall take
effect for purposes of a State program until approved as an amendment.

On July 1, 2020, Legislative Services issued a legal opinion pertaining to the required
approval of amendments to the state’s coal mining program. The opinion stated in part:

...it is [Legislative Services] opinion that all parties are operating under the
assumption that OSMRE approval is needed in order to effectuate reclamation
program amendments, and that this is what needs to happen in order for such
amendments to be effective.

Ascertaining the full extent to which the DEP has implemented program amendments prior
to OSMRE approval would be a difficult and time-consuming undertaking. However, this audit
has disclosed at least three such violations.

The first violation pertains to 38CSR2, section 14.11 changing timeframe and conditions
for qualification for Inactive Statuses for permits, as was discussed in Issue 3 in this report. The
second violation pertains to the DEP’s non-compliance with 38CSR2, section 12.4.c, which
requires reclamation to commence within 180 days of notice of forfeiture as noted in Issue 8 in
this report.

The third violation pertains to the amendment of W.Va. Code §22-3-11 to establish a
Special Reclamation Tax Credit. The DEP submitted an amendment to the OSMRE on August 14,
2013, which grants a reclamation tax credit for mining companies that assume the responsibility
of reclaiming sites. The amendment was not approved by the OSMRE until March 4, 2020;
nonetheless, the DEP issued several million dollars in tax credits!! prior to this approval.

In July 2013, W.Va. Code §22-3-11 was amended to establish a Special Reclamation Tax
Credit that provides for an offset of reclamation taxes due from mine operators that have assumed
the responsibility of reclaiming certain mine sites when the initial mine permit holders fail to
reclaim the sites and forfeit the reclamation bonds. Prior to the legislation, all such forfeited mine
site reclamations were financed from the SRFs. When a company applies for the tax credit, the
Secretary of the DEP provides the Tax Commissioner with records of the approximate costs DEP
would have expended on the forfeited site in question. The State Tax Commissioner subsequently
approves or denies the tax credit. If approved, the State Tax Commissioner issues a tax credit equal

' To ensure compliance with the taxpayer confidentiality requirements established by the West Virginia Tax
Procedure and Administration Act (W.Va. Code §11-10-5d), the specific amount of tax credits issued cannot be
disclosed in this report.
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to the projected costs provided by the DEP. The costs provided are estimates based on historical
data.

On August 14, 2013, the Special Reclamation Tax Credit Rule amendment to W.Va. Code
§22-3-11(g) and (h) was submitted to the Federal Register. However, it appears the passage and
publishing of the final rule on the Federal Register did not occur until March 4, 2020.

Upon inquiry of the DEP, the DEP stated it did not *“...seek temporary approval from OSM
for the Special Reclamation Tax Credits...” prior to OSRME granting final approval of the tax
credit program on March 4, 2020. Regarding the submission of the Tax Credit to the OSMRE, the
DEP stated the following:

...The DEP submitted an amendment to its permanent regulatory plan under
SMCRA, in August of 2013 to reflect proposed legislation that provided tax
incentives for mine operators who reclaim bond forfeiture sites...

The DEP stated the following regarding the implementation of the tax credit program prior
to the approval of the tax credit by the OSMRE:

The State Tax Department filed a Special Reclamation Tax Credit Rule that
implemented the special reclamation tax. The DEP did respond to a request from
Mark S. Morton, General Counsel for Revenue Operation State Tax Department to
Kristen Boggs, General Counsel for the DEP in November of 2015 relating to the
[redacted] application. OSR verified the information provided by [redacted] in its
application to the State Tax Department but was not involved in the decision to
grant the tax credits. The State Tax Commissioner made the decision to grant the
tax credits.... (emphasis added)

The statute provides a retroactive effective date for the tax credit by allowing mine
operators to apply for the credit for reclamation or remediation performed on or after January 1,
2012. This statute further stipulates that to claim the credit the mine operator shall “...file with the
Tax Commissioner a written application seeking the amount of the credit earned. Within thirty
days of receipt of the application, the Tax Commissioner shall issue a certification of the amount
of tax credit, if any, to be allocated to the eligible taxpayer...."

The implementation of the tax credit, unquestionably, represents a perceptible change to
the state’s reclamation program. Nevertheless, tax credits were first granted by the Tax Department
in 2015, approximately five years before the program change received OSMRE approval.

The DEP asserted, on June 3, 2020, the following regarding when changes in the state’s
reclamation program are implemented:

DEP follows the federal regulation as stated at §30 CFR 732.17, “...No such
change to laws or regulations shall take effect for purposes of a State program
until approved as an amendment.” (emphasis added)

On August 11, 2020, the Legislative Auditor issued a request to the State Tax Department
to determine whether the DEP communicated to the State Tax Department that state surface mining
regulatory program amendments must be approved by the OSMRE prior to implementation. When
asked if the State Tax Department had knowledge of the surface mining amendment approval
process, the State Tax Department responded on August 31, 2020 with the following:
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... The Tax Department has no detailed knowledge of the process required by the
Federal Office of Surface Mining Reclamation and Enforcement (OSM) for
approval of amendments to the state’s Surface Mining and Reclamation Act....

Federal Code §30 CFR 732.17 states in part that “.../t/he State regulatory authority shall
promptly notify the Director, in writing, of any significant events or proposed changes which affect
the implementation, administration or enforcement of the approved State program....” The DEP
is the federally designated mine reclamation authority for the state. As such, it is the opinion of
the Legislative Auditor that the DEP, and not the State Tax Department, was responsible for
ensuring the tax credit program was approved by the OSMRE prior to its implementation.

Implementing program amendments before OSMRE approval is a violation of
federal law. The OSMRE not only decides whether the amendments are within Surface Mining
Control and Reclamation Act (SMCRA) guidelines, it also verifies the amendments fall within the
guidelines of other federal agencies, such as the Environmental Protection Agency (EPA). The
OSMRE also solicits public comments. This process verifies the amendments are legal and helps
mitigate the probability that some amendments may be implemented that pose risks to the public
welfare.

To date, only one company has applied for and received approval into the Tax Credit
program. However, this company has not received the tax credit; instead, the credit was issued to
its sister companies. The company that received approval for the tax credits, and the sister
companies that received the tax credits are owned by the same parent company. This discrepancy
may potentially hinder the DEP’s ability to properly track the issuance of tax credits.

The tax credit program was implemented prior to receiving federal OSMRE approval
resulting in reclamation tax credits being issued in noncompliance with §30 CFR 732.17.
Implementing these tax credits before approval from the OSMRE results in the underfunding of
the Special Reclamation Funds which funds reclamation of mine sites upon forfeiture. The lack of
revenue coming from the tax also results in a loss of investment income for the fund.

The tax credit program is one of several surface coal mining program amendments the
Legislative Auditor identified as enacted prior to OSMRE approval. The submission of program
amendments to the OSMRE is not only required by federal law, but the process also allows the
OSMRE to analyze potential effects of the amendment, to solicit the opinion of other federal
agencies, and to provide a forum for public discussion.

As the DEP is the state’s federally designated mine reclamation regulatory authority, the
DEP is obliged to perform all necessary oversight duties to ensure program compliance with
federal and state requirements. Failure to pause implementation of amendments until approval
could result in varied and potentially unknown consequences if the amendment is not approved.
These actions may also limit the ability of the DEP to properly communicate with fellow state
agencies in the event these agencies enact code or regulations related to the state’s reclamation
program that has not received the required approval of the OSMRE.

Recommendations:

7.1 The Legislative Auditor recommends the DEP comply with §30 CFR 732.17 and not
implement amendments to the W.Va. Code and the Code of State Rules until approved by
the OSMRE.
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7.2 The Legislative Auditor recommends the DEP officially notify other state agencies or
departments that perform functions associated with the state’s mining reclamation program
of the OSMRE requirements pertaining to the approval process for amendments to the
state’s regulatory program.
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Issue 8: The DEP is Not Commencing Reclamation Proceedings for Forfeited
Coal Mining Sites Within One Hundred Eighty Days as Required by 38CSR 2-
12.4.c (Legislative Rule).

Federal law requires amendments to a state’s mining reclamation regulatory program
receive approval from the OSMRE prior to implementation. The OSMRE approved version of
38CSR 2-12.4.c., as listed on the DEP’s website, states:

After the notice of forfeiture has been served, the Secretary shall in a timely
manner, but not later than one hundred eighty (180) days after such notice, initiate
reclamation operations to reclaim the site in accordance with the approved
reclamation plan or modification thereof, including action to remediate any acid
mine drainage from the site. The Secretary shall take the most effective actions
possible to remediate acid mine drainage, including chemical treatment where
appropriate, with the resources available.

It should be noted the Legislature passed an amendment to the Legislative Rule that
removed the requirement to commence reclamation within 180 days (6 months) after notice of
forfeiture. However, this removal has not been approved by the OSMRE. The DEP website site
includes both a link to the OSMRE approved rule as well as a separate link to the rule, as amended
by the Legislature, that includes revisions not approved by the OSMRE. A notation adjacent to the
website link for the amended rule states “[t]his rule denotes all changes approved by the WV
Legislature and are still pending action from OSM[RE].”

On November 4, 2019, the DEP provided the Legislative Auditor with documentation
listing the forfeiture date, the reclamation commencement date, and the reclamation completion
date of 512 permit sites where land reclamation was complete. An analysis of this data determined
the median start time for the commencement of reclamation was 67 months. Reclamation
began within six months (roughly 180 days) on 46 permits while the longest time from
forfeiture to the start of reclamation was 345 months, or nearly 29 years. (See Appendix D)

The issue of reclamation not commencing within the time constraints imposed by
Legislative Rule was included as a finding in the 2012 Post Audit Division audit and the 2012
follow-up report performed on the SRFs. In the DEP’s response to the finding, “West Virginia
Department of Environmental Protection Special Reclamation Funds & Fund 8796, the DEP
stated:

The DEP agrees that the historical backlog resulted in reclamation
schedules that exceeded 180 days. To correct this finding, the DEP will stay
committed to the current reclamation schedule that has all site reclamation
current in 2015.

Since the release of the 2012 report, reclamation commenced within six months for 17
of 19 permits where reclamation was initiated. However, another document provided on
November 4, 2019 by the DEP lists 36 permits with “TBC,” or To Be Contracted, as the Land
Reclamation Status indicating that reclamation has not yet commenced for these sites. The
forfeiture dates for these 36 sites range from October 2002 to August 2018—all of which would
exceed the Legislative Rule requirement that reclamation commence by 180 days from the notice
of forfeiture.
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The contracting and pre-construction process for reclamation appears to be lengthy.
However, forfeited funds are not always collected quickly. Other issues related to delays in
reclaiming forfeited sites were identified by the SRFAC as documented in the November 2018
council meeting minutes. According to the minutes, the DEP’s Office of Special Reclamation
(OSR) “...was short staffed, being faced with more consent decrees, more stringent NPDES
requirements and Administrative Orders...." "

During a May 30, 2019 meeting, the DEP stated it prioritizes the reclamation of certain
sites if the OSR identifies a need to begin reclamation promptly, such as the site being deemed
imminently hazardous to the community. While this process may address the more immediate risks
to the community, it also causes other sites to remain on the “to be contracted” list for an additional
period, contributing to the failure to meet the 180 day start time for reclamation.

The DEP is out of compliance with 38CSR2 12.4.c. as there has been no reclamation work
performed on numerous forfeited sites for multiple years after the notice of forfeiture. As stated
earlier, the median start time for reclamation after permit forfeiture is approximately 67 months.
Delays in the commencement of reclamation may result in heightened danger to local
communities. Forfeited sites where reclamation has not commenced are more likely to remain in
a hazardous state with an increased risk of pollution. In addition, in the interim period between
forfeiture and the commencement of reclamation, sites where reclamation has not commenced may
acquire environmental issues which were not initially evident. Since such sites would likely not
have as many workers and inspectors regularly on-site as those being reclaimed, these issues could
possibly remain unnoticed for extended periods resulting in environmental harm that otherwise
would not have occurred, potentially increasing the cost of reclamation. As a result, environmental
harm may occur that otherwise would not have happened had the sites been reclaimed within the
time frame of 180 days as stipulated by legislative rule.

In addition, due to the rising cost of reclamation, the percentage of reclamation costs on
forfeited sites covered by reclamation bonds will decrease over time. The bonding requirement for
mining permits, as established by W. Va. Code §22-3-11(a), is set at a minimum of $1,000 to a
maximum of $5,000 per acre. Since the cost of reclamation has increased since these bond limits
were established in 2001, the coverage offered by mining bonds has diminished resulting in greater
liability to the state to cover these costs from SRFs. Since these limits are set by statute and are
not adjusted periodically based on increased reclamation cost estimates by actuarial projections,
the amount of reclamation costs covered by the bonds will gradually diminish with the passage of
time resulting in a corresponding increase in the percentage of the costs that must be provided
from other revenue sources, such as the SRFs.

Recommendation:

8.1 The Legislative Auditor recommends the DEP commence reclamation of forfeited sites
within 180 days as stipulated by current OSMRE approved 38CSR2 12.4.c. until the
revision removing the 180-day requirement is approved by the OSMRE.

12 Obtained from the November 8, 2018 SRFAC meeting minutes provided by the DEP. A consent decree is a legal
settlement or agreement between two parties. The National Pollutant Discharge Elimination System (NPDES) allows
permitholders to discharge a specified amount of pollutants into the waters of the state.
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Issue 9: The DEP is Not in Compliance with State and Federal Laws that
Require the Use of Funds Collected for Forfeited Bonds be Used to Reclaim
Those Properties for which the Bond was Posted.

When a bond is forfeited and the revenue from the bond is collected, the monies are
deposited into the SRTF. W.Va. Code §22-3-17(b) states, in part:

... That the entire proceeds of such forfeiture shall be deposited with the treasurer
of the State of West Virginia to the credit of the special reclamation fund. All
forfeitures collected shall be deposited in the special reclamation fund and shall
be expended back upon the areas for which the bond was posted: Provided,
however, That any excess therefrom shall remain in the special reclamation fund.
(emphasis added)

Collected bond monies are not encumbered by the DEP to restrict their use to the
reclamation costs for the permit site for which they were posted. In addition to forfeited bonds, the
SRFs are comprised of taxes assessed on mined coal, civil penalties, and other sources of revenue.
Reclamation may take months, if not years, and the money expended on the reclamation of
forfeited sites is derived from the SRFs without distinction regarding the source of the funds
provided from the SRFs to pay for reclamation. As such, the actual source of funds used to pay for
the reclamation of a specific site cannot be determined.

According to the Legislative Auditor’s analysis of documents provided by the DEP, bonds
have historically covered approximately 10% of total reclamation costs per site. The actual cost to
fully reclaim an individual site varies based on many factors, but few, if any sites, are bonded at
amounts that would cover the full cost of reclamation in the event of forfeiture. Therefore, to pay
for reclamation on forfeited sites, alternative funding deposited in the SRFs, primarily derived
from reclamation taxes, is used to supplement reclamation costs.

If the SRFs remain solvent, the DEP should be able to fund all future reclamations and the
source of funding to pay for any specific reclamation would be of no consequence. However, the
Legislative Auditor estimates the median length of time between forfeiture and commencement of
reclamation operations at 67 months. In the event of insolvency of the SRFs during this intervening
period, there is a risk collected bond monies may not be available to contribute to the reclamation
for properties for which they were posted. This could potentially result in sites not being reclaimed
in accordance with federal law despite the fact bonds for the reclamation were forfeited to the DEP
and the proceeds deposited into the SRTF. Federal Code 30 CFR §800.50(d)(1) dictates:

In the event the estimated amount forfeited is insufficient to pay for the full cost of
reclamation, the operator shall be liable for remaining costs. The regulatory
authority may complete, or authorize completion of, reclamation of the bonded
area and may recover from the operator all costs of reclamation in excess of the
amount forfeited (emphasis added).

It is unclear whether this stipulation would apply in the case of a properly submitted bond
if the bond proceeds were used to reclaim another site. Moreover, forfeited sites are often
connected to permit holders who have undergone bankruptcy or are experiencing other financial
issues. As a result, the state may not necessarily have the capability to recover additional funds
from the permit holder.
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Recommendation:

9.1 The Legislative Auditor recommends the DEP adhere to W.Va. Code §22-3-17(b) and
properly encumber forfeited bond funds to ensure the funds are used for reclamation costs
for which the bonds were posted.
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Issue 10: DEP Records Regarding Mining Permit Statuses are Inadequate, and
Thus, Complicate the Auditing of the State’s Reclamation Program and
Assessing the Future Solvency of the Special Reclamation Funds.

Mining permit holders can apply to the DEP to obtain inactive status, which allows the
operators to temporarily cease mining activity due to market conditions without being required to
commence reclamation activity. The status also typically reduces the required the DEP inspections
from an average of once per month to once per quarter. Other requirements for Inactive status
stipulate that bonding remain in effect for all disturbed acreage, the site be guarded against hazards
to the public, and permit holders continue maintenance and monitoring of on-site conditions.

The DEP maintains information related to mining permits on its website as well as on its
in-house database. However, neither of these records adequately document when permit sites
are moved from Inactive status to Active status. As a result, a historical record of permit status
changes is not maintained; and thus, the ability to effectively and efficiently conduct audit
procedures designed to determine the status of mining permits for any given point in time is
significantly compromised. Therefore, the Legislative Auditor was unable to determine, for all
instances, if the DEP adhered to time constraints and other requirements for Inactive statuses as
delineated in Section 14.11 of Legislative Rule 38CSR2.

Further, the lack of DEP data on mine operation statuses has been detrimental to actuarial
calculations used to predict the future solvency of the SRFs. The SRFAC partially relies on
actuarial reviews in formulating and recommending to the DEP and the Legislature those actions
vital to ensuring the continued solvency of the Special Reclamation Funds. However, as part of
the actuarial review included in 2019 SRFAC Annual Report, the reviewers lamented on the lack
of available information on the history of permit status changes with the following:

Permit Status History: Permit databases were provided evaluated [sic] as of a
specific date. However, because this study estimates anticipated changes in permit
status over time, it is necessary to make assumptions about how permit statuses
change in order to develop forfeiture models. If records exist, it could be possible
to produce more accurate models if a full history of each permit (including all
status changes over time and dates when status changes occurred) were available.
(emphasis added)

Therefore, in the opinion of the Legislative Auditor the DEP is not in compliance with the
state’s recordkeeping requirements of W.Va. Code §5A-8-9, which states in part:

...(c) Make and maintain records containing adequate and proper documentation
of the organization, functions, policies, decisions, procedures, and essential
transactions of the agency designed to furnish information to protect the legal and
financial rights of the state and of persons directly affected by the agency’s
activities; ...

The Legislative Auditor issued a request on July 13, 2020 pertaining to several issues
regarding Inactive statuses. A July 27, 2020 response by the DEP stated:

The record of all permit status changes, including when a site exits Inactive Status
and the mining of coal or reclamation activities are resumed or initiated, is found on
MR-6 Mine Inspection Reports by reviewing the “Mine Status” code.
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The Mine Inspection Reports are summarized on the DEP’s website under the Division of Mining
and Reclamation’s “Permit Search” functions. When a permit is searched, a list of all inspection
dates is provided and these dates link to the summary of the corresponding inspection report. This
page lists the type and reason of inspection, the mine status (active, inactive, etc.), and the time the
inspector spent on the permit review, inspection, travel, and reporting of the inspection (in quarter
hour increments), among other information.

While the mine status code can be used to determine if a permit goes from /nactive to
Active status, it is necessary to review scanned inspection reports to determine when the change in
status occurred. The mine status code also does not explicitly state the status changed from /nactive
to Active as it must be inferred from the codes listed for the current and previous months. This
practice does not allow for an efficient determination of mine statuses for any given point in
time.

The DEP’s lack of an in-depth and accurate permit tracking system does not allow for the
DEP, the public, or independent reviewers to properly track permit status changes. The actuary
stated in the 2019 SRFAC Annual Report that the actuarial projection model would be more
accurate “if a full history of each permit were available.” The lack of this data results in a less
accurate model and weakens the ability of the SRFAC to analyze the future solvency of the SRFs.
This, in turn, does not allow the SRFAC to provide the Legislature with fully informed
recommendations pertaining to the SRFs.

Title 38, Series 2, Section 14.11 of the WV Code of State Rules (38CSR2) establishes
constraints on the length of time a company may remain in Inactive status. When these limitations
have been met, extensions must be requested, and additional documentation submitted in support
of the requests. Full and proper records would allow all stakeholders the opportunity to readily
verify that DEP is granting extensions equitably and in accordance with Section 14.11.

Also, proper accounting of site statuses would allow the DEP to monitor permit sites more
efficiently. Inactive status is often a result of market forces. Therefore, permit holders for such
sites are apt to be under financial duress and, as a result, more likely to forfeit permits or neglect
reclamation responsibilities.

Additionally, coal mining permits often have public notices and meetings where the public
may make comments or discuss coal mining situations that arise. For the public to be properly
informed, full accounting of the status of sites is essential.

Lastly, inadequate status tracking complicates the determination of those instances in
which the DEP is legally required to utilize full cost bonding for permit sites. Full cost bonding is
the addition of a bond that, when used in conjunction with currently issued bonds, results in
bonding equal to the estimated actual reclamation costs for the permit.

The DEP’s lack of full and complete records documenting changes in mining status
precludes the DEP and others from properly administering and analyzing the SRFs. The lack of
such records also limited the audit team’s ability to verify compliance with rules and regulations
regarding mining statuses. Further, the SRFAC’s actuary asserted in the 2019 SRFAC Annual
Report that DEP’s incomplete mining status histories inhibits the accuracy of actuarial projection
models.
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Recommendation:

10.1 The Legislative Auditor recommends the DEP comply with W.Va. Code §5A-8-9 and
maintain and make public a full historical record of permit changes to allow for proper
oversight and analysis of mining sites.
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Issue 11: The Special Reclamation Fund Advisory Council Has Experienced
Extended Vacancies and Expired Terms for Council Members Due to a Lack
of Timely Appointments.

W.Va. Code §22-1-17 establishes the Special Reclamation Fund Advisory Council

(SRFAC) and its duties. These duties include:

Studying the effectiveness of the special reclamation fund;

Identifying problems associated with the fund;

Evaluating bond forfeiture collection and reclamation efforts;

Providing a forum for discussion;

Contracting an independent actuary to study the effectiveness of the funds;
Studying and recommending alternative approaches to the Legislature; and
Submitting a report to the Legislature and Governor annually.

Subsections (a) and (b) of Section 17 sets out the SRFAC membership. The SRFAC

consists of eight members. Three members are ex officio, and five are appointed by the Governor
with the advice and consent of the Senate. The positions are as follows:

The Secretary of the DEP or his or her designee (ex officio);

The Treasurer of the State of West Virginia or his or her designee (ex officio);

The Director of the National Mine Land Reclamation Center at West Virginia University
(ex officio);

A member representing the interests of the major coal industry trade association;

A member representing the interests of environmental protection organizations;

A member trained as an economist or actuary;

A member representing the interests of coal miners; and

A member representing the interests of the general public.

Subsection (c¢) of W.Va. Code §22-1-17, which dictates the terms of the members of the

SRFAC, states:

The terms of all members shall begin on July 1, 2002. The secretary shall be an ex
officio, nonvoting member and serve as chairperson of the council. The terms of
the Governor's appointees shall be for six years. Appointees may be reappointed to
serve on the council. The terms of the appointed members first taking office are to
be expired as designated by the Governor at the time of the nomination, two at the
end of the second year, two at the end of the fourth year and one at the end of the
sixth year. As the original appointments expire, each subsequent appointment will
be for a full six-year term. Any appointed member whose term has expired shall
serve until a successor has been duly appointed and qualified. Any person
appointed to fill a vacancy is to serve only for the unexpired term.

The composition of the membership, as set out in statute for the SRFAC, would seem to

indicate an effort by the Legislature to ensure representation of the various major interest groups
associated with the coal mining industry. Nonetheless, we noted there were extended periods and
multiple successive SRFAC meetings when some interest groups failed to have such representation
as SRFAC vacancies remained unfilled for multiple years. This has been an ongoing issue.
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The Legislative Auditor issued two reports on the DEP Mining and Reclamation Program
in 2012. The reports noted several issues regarding the SRFAC, including an extended vacancy in
the SRFAC membership position representing the interests of the general public. The DEP
acknowledged the vacancy in its response to the audit finding and asserted it would work with the
Governor to fill the position. Still, the SRFAC annual reports submitted to the Legislature from
2013 through 2016 continually listed the member’s position as vacant. Further, a review of the
SRFAC meeting minutes for calendar years 2014 through 2016 indicated there was no member in
attendance for council meetings representing the interests of the general public. Ultimately, records
from the West Virginia Secretary of State showed an oath was submitted for appointment to fill
the vacancy in July 2017.

In addition, there have been more recent instances of extended periods of unfilled vacancies
in the SRFAC membership. A letter dated January 8, 2018 from the Office of the Governor to the
Senate Confirmations Chair withdrew the appointment of the member representing the interests of
environmental organizations. The individual was not listed as an attendee in the minutes of the
first two quarterly meetings of the SRFAC in 2018 and, as a result, the interests of environmental
groups had no representation during these meetings. However, this individual was listed in the
minutes as attending the November 2018 meeting and every SRFAC meeting thereafter. Further,
the individual received reimbursements for meals and mileage for this attendance, even though it
appears his appointment was withdrawn based on the January 8, 2018 letter.

Lastly, we noted the appointment terms of two additional SRFAC members have been
expired since June 30, 2018. One of the members was originally appointed to represent the interests
of the coal miners, while the other member was originally appointed as the actuary/economist.
Although the members’ terms have been expired for approximately two years, the members have
continued to serve in their capacity since the expiration of their terms.

The General Counsel for the Office of the Governor responded, in a letter dated August 16,
2019, to inquires regarding SRFAC member vacancies. In response to specific inquiries regarding
the removal of the member representing the interests of environmental groups, the General
Counsel stated in part:

...[The member] was removed because, after continued inquiry, it was learned [the
member] had become a resident of Kentucky, rather than West Virginia. The
Intergovernmental Affairs office for Governor Justice is actively seeking someone
to fill the seat. We expect that search to be concluded and an appointment to be
made for this seat in the coming months....

The General Counsel also stated in his response that two other members, whose terms had
expired on June 30, 2018, had not been reappointed but remain members of the SRFAC as
reappointments are generally made as a whole, or with several members at a time. However, the
practice of reappointing en masse increases the likelihood of extended periods of expired terms
and member vacancies on the SRFAC. The Legislative Auditor conducted a follow-up review of
data listed on the Secretary of State’s website and found it continues to list the two members as
active with terms that expired June 30, 2018. A subsequent review identified a third Council
member whose term expired June 30, 2020. In addition, the membership position designated by
statute as representing the interest of environmental groups continued to be listed as vacant.

The Legislative Auditor was unable to determine the reason for the vacancy identified in
the 2012 Post Audit report regarding the member representing the interests of the general public.
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In its response to the finding in the report, the DEP stated it would work with the Governor to fill
the position. However, the vacancy was not filled until July 2017.

The issue pertaining to the status of the member representing the interests of environmental
groups is less clear. The Governor provided the withdrawal letter to the Senate Confirmations
Committee, but it is unknown if the DEP was formally notified of the withdrawal. The SRFAC
minutes did not list the member as attending three consecutive quarterly meetings held
immediately after the date of the letter, and the individual is not listed on the Secretary of State’s
website as an active board member. The information obtained from the website was further
confirmed in a letter from the Secretary of State’s office.

Members are permitted to serve beyond their terms until replacements are appointed. This
permits the two members whose terms expired on June 30, 2018 to continue to serve after the
expiration of their terms. Moreover, the provision in statute that allows members to serve beyond
their expired term does not appear to apply to those members whose appointment has been
rescinded by the Governor—as is the case with the member whose original appointment was to
represent the interests of the environmental groups.

W.Va. Code 22-1-17(c) specifies the term lengths of the members of the SRFAC. The
statute specifies six-year terms for each member. While members may be reappointed, the statute
does not mandate lifetime appointments. This allows different administrations to evaluate the
progress and efficacy of the members of the SRFAC.

The timely appointment of members to the SRFAC is an ongoing issue, raised first in
2012. The positions of four out of five appointees need to be addressed. Three individuals are
serving past their term expiration, with one being ineligible for reappointment, and a fourth has
been serving after being removed. The terms of the appointees are to be staggered on a two-year
basis according to Code. The SRFAC plays an important role in the monitoring of the SRFs and
providing guidance to the DEP. Stability needs to be provided to the SRFAC through timely
appointments.

Recommendation:

11.1 The Legislative Auditor recommends the Governor’s Office fill SRFAC vacancies in a
more expeditious manner to reduce the number of SRFAC meetings occurring when the
SRFAC is not fully represented by all council member positions established by W.Va.
Code §22-1-17.
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Report Conclusion

The issues highlighted in this audit report are largely interconnected, emphasizing the
benefits of a concerted study or analysis that may provide a more in-depth picture of the coal
mining reclamation program. One example of this interconnectivity occurs when reclamation
awards are applied for discounted bonding rates. Historical data and future projections indicate
only a small fraction of reclamation costs are covered by forfeited bonds. The discounts provided
by reclamation awards reduce that fraction even further. Although each issue presented in the
report should be addressed individually, further analysis could uncover more relationships, or
provide a method for the Legislature to properly analyze the issues presented herein.

Legislative studies have not been conducted to analyze the efficacy and solvency of the
state’s reclamation program. The 2017, 2018, and 2019 Special Reclamation Fund Advisory
Council (SRFAC) annual reports stated the following regarding the need for such a study:

...The SRFAC further recommends that the State Legislature form a panel to
examine the elements of our State code that result in uncontrolled liabilities, how
other states deal with such issues and finally to propose a State legislative initiative
to rationalize water quality regulation to meet the conditions of the Federal Clean
Water Act while adding rationality and certainty to the process.... (emphasis

added)

West Virginia’s coal mining reclamation program will continue to require hundreds of
millions of dollars to reclaim permit sites in accordance with federal regulations. The program has
no known contingency plans if the reclamation funds were to become insolvent. If the current
funding sources for the program were to prove insufficient to meet the demands of reclamation,
the resulting additional financial obligations could prove to be detrimental to the state’s
budget. Further, such conditions present the risk that the state’s program may be taken over by the
Federal OSMRE due to the state’s inability to adequately manage and provide funds for the SRF.
Therefore, it is the opinion of the Legislative Auditor that it would be fiscally prudent for the
Legislature to authorize a panel to perform an analysis of the state’s reclamation program for the
purpose of aiding the DEP and the SRFAC in formulating recommendations designed to ensure
long-term program solvency.

Recommendation:

12.1 The Legislative Auditor recommends the Legislature commission a study to evaluate the
state’s coal mining reclamation program and, as deemed necessary, provide
recommendations to ensure the long-term solvency of the program.
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Appendix A

WEST VIRGINIA LEGISLATIVE AUDITOR’S OFFICE
Post Audit Division

1900 Kanawha Blvd. East, Room W-329
Charleston, WV 25305-0610
(304) 347-4880

Justin Robinson
Director

1Y

May 26, 2021

Harold D. Ward, Cabinet Secretary

WYV Department of Environmental Protection
601 57th Street SE

Charleston, WV 25304

Dear Cabinet Secretary Ward:

This is to transmit a draft copy of the Post Audit Division’s report on the Department of
Environmental Protection — Division of Mining and Reclamation. This report focuses on the
DEP’s surface coal mining and reclamation bonding program and the long-term solvency of the
Special Reclamation Funds. The report is scheduled to be presented during the Monday, June 7,
2021 interim meeting of the Post Audits Subcommittee, which is currently scheduled for 3:00 p.m.
in the Senate Finance Committee Room (451-M).

We recommend a representative from your agency be present for the meeting to respond
to the report and answer any questions committee members may have during or after the meeting.
Due to Covid 19, the Subcommittee is permitting representatives to attend virtually. If this is an
option you would prefer, please notify our office in advance so that we may make the necessary
accommodations.

You may also schedule a meeting with our office, either virtually or in person, to discuss
the report prior to its release. Please contact Terri Stowers, Executive Assistant, at 304-347-4880
at your earliest convenience to schedule this meeting and/or to make arrangements for virtual
attendance at the Subcommittee meeting. In addition, if you would like to provide a response to
the report to be included in the final draft, please provide your written response to us no later than
noon on Friday, June 4, 2021 for it to be included in the final report. Thank you in advance for
your cooperation, and feel free to contact me with any questions or concerns.

Sincerely,

Justin Robinson

C: Jane S. Caswell

Joint Committee on Government and Finance
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Appendix B

Objective, Scope, and Methodology

The Post Audit Division within the Office of the Legislative Auditor conducted this audit
of the Department of Environmental Protection’s [DEP] Division of Mining and Reclamation
[DMR] as authorized by Chapter 4, Article 2, Section 5 of the West Virginia Code, as amended.
The post audit was conducted in accordance with the standards applicable to performance audits
contained in the Generally Accepted Government Auditing Standards (GAGAS) issued by the
Government Accountability Office, except for the deviations from sections 6.65 and 6.66 as
specifically noted in the following paragraph.

The auditors did not perform data reliability analyses for the following information
obtained for the audit: (1) Mining reclamation start dates provided by the DEP upon request; (2)
Actuarial data obtained from SRFAC Annual Reports; (3) EIA Annual Report information
obtained from a federal government website; and (4) A listing of mining companies with
reclamation tax delinquencies and the amount of each company’s delinquency provided by the
West Virginia State Tax Department upon request.

The Legislative Auditor’s Office reviews the statewide single audit and the DOH financial
audit annually with regards to any issues related to the wvOASIS financial system. The Legislative
Auditor’s Office on a quarterly basis requests and reviews any external and internal audits of the
wvOASIS financial system. Through its numerous audits, the Legislative Auditor’s Office is
constantly testing the financial information contained in the wvOASIS financial system. In
addition, the Legislative Auditor’s Office has sought the professional opinion of the reliability of
wVvOASIS from the Joint Committee on Government and Finance’s Fiscal Officer, who along with
her staff uses the wvOASIS system daily. Based upon these actions, along with the audit tests
conducted on the audited agency, it is our professional judgement that the information in the
wvOASIS system is reliable for auditing purposes under the applicable 2011 and 2018
Yellowbook. However, in no manner should this statement be construed as a statement that 100
percent of the information or calculations in the wvOASIS financial system is accurate.

Objective 1

The objectives of this review were to determine whether the DEP is keeping accurate record
of reclamation bonds, and all necessary follow-up on bonding especially as it relates to expiration
and permitting, in addition to meeting bonding fund requirements.

Objective 2
To analyze the efficacy of the WV Coal Special Reclamation Funds.

Scope

The scope of this objective was limited to all non-quarry reclamation permits and bonds
issued or held by the Division of Mining and Reclamation, as well as any fiduciary companies
involved in the issuance of said bonds (i.e., bank, surety company, etc.) The time period of the
review focused mostly on the permits and bonds issued in the last 10-20 years; however, due to
the nature of the industry, some bonds which date back to the late 1980°s and 1990’s are still active
and therefore would be included in the scope of the audit. Additionally, state agency reports from
2012-2021, West Virginia Code, and applicable Code of State Rules are encompassed in the scope

54



of the audit as well. This includes any amendments, changes, and other documentation pertaining
to the Division of Mining and Reclamation from 2001-2021.

Methodology

Post Audit staff gathered and analyzed several sources of information and assessed the
sufficiency and appropriateness of the information used as evidence. Testimonial evidence was
gathered through correspondence with various agencies that oversee, collect, or maintain
information pertaining to the business of the DMR. The purpose for testimonial evidence was to
gain a better understanding or clarification of certain issues, to confirm the existence or non-
existence of a condition, or to understand the respective agency’s position on an issue. Such
testimonial evidence was confirmed by either written statements or the receipt of corroborating or
physical evidence.

Specifically, audit staff reviewed the records of the Division of Mining and Reclamation
as well as applicable information on file with the Office of the Secretary of State, the U.S.
Department of the Treasury, and the West Virginia Tax Department. Through this review the audit
team was then able to determine if the permits issued and bonds held by DMR followed applicable
federal and state statutes, Legislative rules, policies, and procedures.

Further, we conducted this performance audit in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objective.
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Appendix E

west virginia department of environmental protection

Office of the General Counsel Harold D. Ward, Cabinet Secretary
601 57th St., SE dep.wv.gov
Charleston, WV 25304

June 4, 2021

Justin Robinson, Director

West Virginia Legislative Auditor’s Office
Post Audit Division

1900 Kanawha Blvd, E, Rm. W-239
Charleston, WV 25305-0610

Subject: Draft Post Audit Division Report
West Virginia Department of Environmental Protection’s Division of Mining

and Reclamation’s Surface Coal Mining and Reclamation Bonding Program
Dear Director Robinson:

Thank you for providing the May 26, 2021 draft of the Post Audit Division’s report on
the West Virginia Department of Environmental Protection’s Division of Mining and
Reclamation’s surface coal mining and reclamation bonding program.

The long-term solvency of the Special Reclamation Funds is vitally important to the
success of the DEP’s mining program. I believe the information provided below will help you
further understand the agency’s program and will answer some questions about it.

In specific response to your draft report, we submit the following.

Audit Issue and Recommendation One: Current per acre coal mining reclamation bond
limits may not be sufficient to guarantee the solvency of the state’s mining reclamation program.
The Legislative Auditor recommends the DEP consider the adequacy of the bonding rates
currently in effect with regard to the requirements of Title 30, Section 733.11 of the Code of
Federal Regulations, and adjust the rates as necessary to ensure that the cost of reclamation does
not became a greater financial liability to the state.

DEP Response: The DEP recognizes the Post Audit Division’s concemns about the
solvency of the Special Reclamation Fund (“SRF”) and has spent decades implementing and
administering the system by which the State currently ensures that the reclamation is completed
at coal mining sites where the permit has been revoked and the associated bond forfeited. Some
history about the program may provide insight.

Promoting a healthy environment.
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West Virginia's bonding for reclamation coal mining disturbances has a very long history
and, in fact, pre-dates the federal Surface Mining Control & Reclamation Act (“SMCRA”). In
1939, the West Virginia Legislature enacted Senate Bill 390, the first mining-related
environmental statute in the state. The law required operators to obtain permits, set minimum
performance standards and required operators to post a performance bonds to guarantee
reclamation. In 1963, the Legislature amended the original statute and imposed a fee of $35 per
acre of area disturbed. The collections were placed in the SRF and were used to reclaim
"high-hazard" abandoned mine sites. The site specific reclamation bonding amount was
increased to $750 per acre.

In 1971 the statute was again revised, placing coal mining regulation within the
Department of Natural Resources (“DNR”) and increasing the per-acre fee to $60.00 per acre.
Amendments in 1974 and 1976 gave DNR authority to regulate the surface effects of

underground mining.

With the passage of SMCRA by Congress in 1977, state laws were revised in 1978 and
the SRF was re-crafted as an Alternative Bonding System (“ABS”). Under the federal statute,
mine sites that were subject to reclamation under the "old" SRF passed to the federal Abandoned
Mine Lands fund for sites mined pre-1977 and the "new" SRF was created as an ABS to satisfy
the minimum federal requirements for program primacy. As part of the revisions, the per-acre
bonding amount was increased from $750 to $1,000 per acre and per-ton tax on all coal produced
of 1.5 cents was imposed to address the shortfall between the amount of the bond collected and
the actual costs to reclaim a post-primacy forfeiture site.

In 1980, West Virginia submitted its permanent regulatory program to the federal Office
of Surface Mining (“OSM”) for approval. OSM approved the program, including the ABS
component, in 1981. The sole condition on OSM's approval concerned the solvency of the ABS
and required the state to submit an actuarial analysis to demonstrate the funds solvency. The
review was completed in 1982 and OSM removed the condition from the program in 1983.

In 1985, the Department of Energy (created the same year to assume regulatory program
administration from DNR) voluntarily executed a settlement agreement (under the purview of the
federal Clean Water Act, not SMCRA) to take over water treatment at a bond forfeiture site.
DLM Coal Co. (Alton) conveyed to DNR certain assets to fund ongoing water treatment.
According to DNR, with the concurrence of OSM, this was a special situation and treatment was
undertaken to protect an outstanding water resource and did not represent a change in policy as it
regards water treatment liability at forfeiture sites.

This discretionary use of the SRF collections to treat water continued through the 1980s,
with the State completing its first forfeiture acid mine drainage (AMD) inventory in 1988. Based
on that inventory, voluntary water treatment occurred at a handful of post-permanent program
forfeiture sites.

In 1990 West Virginia undertook a massive revision of its surface mining regulatory and
mine safety programs as the Department of Energy was abolished and replaced with the current
WVDEP. During this restructure, changes were made to the ABS to satisfy OSM program
oversight issues, including increasing the maximum per-acre bond amount from $1,000 to
$5,000 an acre and raising the per-ton tax from 1.5 cents to 3 cents. Additionally, OSM had
concerns that voluntary water treatment at certain sites by WVDEP could lead to insolvency of
the SRF for its primary purpose- land reclamation. To address this issue, expenditures for water
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treatment were statutorily restricted and could not exceed 25 percent of the annual assets of the
fund. OSM approved the amendments, noting that SMCRA does not require regulatory
authorities, under either a site-specific or ABS bonding program, to conduct water treatment
activities.

In 1991, OSM radically changed its position relative to water treatment and ABS
programs. Under 30 CFR 732, the federal agency notified West Virginia, Pennsylvania, Ohio and
Maryland that their ABS programs failed to satisfy the minimum requirements of SMCRA since
they were not financially solvent to undertake water treatment at bond forfeiture sites. According
to OSM, “completion of reclamation” under SMCRA included ongoing water treatment to
“prevent material damage to hydrologic balance.” Under OSM's "new" interpretation of
SMCRA, long-term AMD treatment must be addressed in both conventional (full-cost) bonds
and ABS programs. A year later, OSM rescinded those letters, but then resent them the next year
in 1993.

Relying on OSM's 1991 and 1993 ABS deficiency notifications, in 1994, several
environmental groups sued WVDEP seeking a declaration that water treatment at bond forfeiture
was a mandatory duty of SRF to "complete reclamation" under SMCRA. Drawing heavily on the
language and citations of the 732 letter, the West Virginia Supreme Court sided with the
plaintiffs, holding that water treatment at bond forfeiture sites was a non-discretionary duty of
WYV DEP under the state surface mining regulatory program. However, the Court did not strike
or mandate the removal of statutory provisions that restricted water expenditures from the SRF to
25 percent of the assets of the fund.

Several environmental groups sued OSM in federal court in 2001, alleging the agency
was failing to perform non-discretionary functions under SMCRA by continuing to allow West
Virginia to maintain an insolvent ABS. Included in the case were issues related to water
treatment at forfeiture sites. OSM issued 30 CFR 733 “takeover” letters to WVDEP, warning the
state to correct the insolvency of the SRF, including funding for water treatment, or a federal
bonding program would be implemented by OSM.

To address the lawsuit and the takeover notifications from OSM, the West Virginia
Legislature convened a special session later in 2001 and enacted several changes to the ABS
program. The 25 percent restriction on expenditures from the SRF for water treatment was
removed and the funding for the ABS was increased from 3 cents per ton to 14 cents per ton.
Half of the 14 cents was intended to be temporary and would be imposed only until a backlog of
unfinished land reclamation and basic water treatment facility construction was completed. The
remaining seven cents would be permanent and provide the continual funding for the ABS.
Based on the changes made by the Legislature, OSM rescinded its 733 notifications.

In 2009-10, a federal court required the agency to obtain NPDES permit coverage for its
treatment activities and discharges from SRF sites. In response, in August 2010, WVDEP
executed a consent decree that obligated the agency to obtain individual NPDES permits for all
SRF sites where water treatment was ongoing or required to meet state water quality standards.
The consent decree established a schedule for WVDEP to obtain NPDES permits for 191 sites
over the course of five years.

Based on the estimated costs of building and maintaining treatment systems to comply
with NPDES permit effluent limits, the SRF faced a potential funding shortfall of approximately
$133,000,000.00. In order to address the deficit and provide funding for continual water
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treatment, the West Virginia Legislature passed a bill to increase the SRF tax from 14.4 cents a
ton to 27.9 cents per ton, where it stands currently.

Turning to the Post Audit Division’s report and recommendations, the WVDEP makes
two broad arguments. First, the WVDEP does not have the authority to consider the adequacy of
the bonding rates currently in effect. Those rates are firmly within the province of the State
Legislature. The WVDEP cannot unilaterally change the per acre formula or the per-ton tax on
coal production or statutorily limited bond amount .

Second, the Post Audit Division’s report focuses only on part of the reclamation equation
in the State. The Report does not touch on the combined value of the State’s bonding program
and its SRFs. When the amount of bonding currently held by sureties is added, and the
continuing revenue to the SRF are considered, the program appears more robust. The State
currently holds approximately $838,000,000.00 in surety bonds, $36,000,000.00 in the land
reclamation SRF, and $145,000,000.00 in the water treatment SRF. Combined, the State controls
over $1 billion dollars in funds and annual SRF revenues devoted, or potentially devoted, to
complete approved reclamation plans at bond forfeiture coal mining sites.

Audit Issue and Recommendation Two: A lack of limitations on amounts permitted to
be underwritten by single insurers for mining reclamation surety bonds increases the risk of
insolvency of the Special Reclamation Funds. The Legislative Auditor recommends a legislative
change to impose maximum thresholds on the value of bonds underwritten by a single surety.

DEP Response: Issue Two is directed to the West Virginia Legislature and does not
require a response from the agency.

Audit Issue and Recommendation Three: The DEP does not require coal companies to
maintain bonds equal to the estimated reclamation cost as required for inactive extensions and
does not ensure that applications for inactive status extension are complete and accurate. The
Legislative Auditor recommends that the DEP comply with West Virginia Code of State Rules §
38-2-14.11.

DEP Response: During the course of providing a response to the request from the
Post-Audit Division, DMR self-identified 26 instances where inactive status regulations were
incorrectly implemented. DMR immediately took action through our inspection and enforcement
section to address these issues.

The list of permits with inactive status, as referenced in Issue 3, would have an approval
date of June 30, 2018 to December 31, 2020. During this time period, DMR approved 240,
terminated/ withdrawn 30, and denied 5 inactive status applications. A total of 275 applications
were processed. According to our research, we made the appropriate final decision 90.6% of the
time.

Without further documentation from the Post Audit Division, DMR cannot verify the
allegations raised in Issue 3.

Audit Issue and Recommendation Four: Reclamation awards that result in decreased
bond amounts may increase the state’s liability for mining reclamation and potentially contribute
to the insolvency of the SRF. DEP does not maintain a complete record of companies that have
received reclamation awards resulting in bond reductions or the reduction amounts received. The

4
61



Legislative Auditor recommends that DEP comply with Code and develop a system to track and
maintain a record of all such awards. The Legislative Auditor recommends that the agency report
that analysis to the Post Audits Subcommittee by November 30, 2021.

DEP Response: The agency disagrees with the Post Audit Division’s allegation that the
DEP fails to maintain a complete record of companies that have received reclamation awards
resulting in bond reductions or the reduction amounts received. Attached to this Response as
Appendix A, please find the agency’s most recent inventory and analysis of the reclamation
awards program.

Audit Issue and Recommendation Five: According to the State Tax Department, as of
May 21, 2021, 70 mining companies that filed coal reclamation tax returns had delinquent coal
reclamation tax accounts totaling $5,300,000.00. The Legislative Auditor recommends the DEP
not approve applications for permit renewals and revisions or grant inactive statuses for
companies found delinquent in paying SRF taxes. The Legislative Auditor further recommends
the agency revoke mining permits in the event a company fails to file tax returns, its unpaid
delinquencies reach a certain threshold, or a company’s delinquency exceeds a specified time
limit,

DEP Response: Issue Five is, largely, directed to the West Virginia Legislature and does
not require a response from the agency. To the extent a response is required, however, the
WYVDERP submits the following:

Recommendation 5.1 begins by noting that whether the agency considers tax
delinquencies in making determinations on the issuance, renewal, or revision of permits is a
discretionary duty, as made clear in West Virginia Code §22-3-11. Whether the agency exercises
that discretion - given to it by the Legislature - is up to the Governor and the WVDEP. In light of
that discretion, the agency reviews the delinquent tax list at the time the agency makes permitting
decisions for application types of: notice of intent to prospect, operator assignment, permit
transfer, significant revisions, significant incidental boundary revisions, permit renewals, and
surface mine applications/ permit amendments. During the time period stated in the audit report,
DMR processed 6,186 of these application types. Assuming we incorrectly applied our policy in
131 instances, as alleged, DMR appropriately issued these application types 97.9% of the time.
Without permit numbers and application types, DMR cannot verify the allegations.

Further, the report overlooks the fact that companies may become tax delinquent after
permitting decisions are rendered. The draft Report, on page 33, does not distinguish between
companies that were delinquent at the time a permitting action was taken and companies that

were in compliance.

Recommendations 5.2 and 5.3 require actions by the Legislature before the agency may
commit to them.

Audit Issue and Recommendation Six: The DEP does not adequately verify that coal
companies are remitting the proper taxes to the SRF. The Legislative Auditor recommends the
DEP develop a method to track coal production and reconcile production with SRF tax
collection.

DEP Response: The agency does not currently have statutory authority to take the
actions recommended by the Legislative Auditor.
5
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Audit Issue and Recommendation Seven: The DEP and Tax Department granted
several million dollars in reclamation tax credits prior to the tax credit program receiving the
required approval from the OSMRE in violation of federal law. The Legislative Auditor
recommends that DEP not implement amendments to the program until approved by OSMRE.

DEP Response: The agency notes that it granted one such reclamation tax credit.
Further, the agency contends that state tax policies do not require OSM review and approval and,
to the extent the Legislature approves them and companies take reclamation tax credits on state
tax payments only. Regardless, OSM reviewed the credit and approved it.

Audit Issue and Recommendation Eight: The DEP is not commencing reclamation
proceedings for forfeited coal mining sites within 180 days as required by West Virginia Code of
State Rules § 38-2-12.4.c. The Legislative Auditor recommends that DEP commence
reclamation of forfeited sites within 180 days as currently required.

DEP Response: The agency does commence reclamation proceedings within 180 days.
Site assessments, remedial work to protect public safety or against offsite impacts, liability
estimates, water sampling and design activities begin at the time of forfeiture. The timing and
progression of reclamation activities associated with individual sites varies from site to site. For
example, water sampling takes place for a minimum of twelve months prior to advancing with
design and permitting aspects of reclamation.

Audit Issue and Recommendation Nine: The DEP is not in compliance with state and
federal laws that require the use of funds collected for forfeited bonds be used to reclaim those
properties for which the bond was posted. The Legislative Auditor recommends that the DEP
properly encumber forfeited bond funds to ensure the funds are used for reclamation costs for
which the bonds are posted.

DEP Response: The WVDEP complies with state and federal law regarding the use of
funds collected by forfeiting bonds by placing such funds in an account devoted entirely to the
reclamation of bond forfeiture coal mining sites. The agency does not deposit forfeited bond
funds into separate accounts based upon which permitted facility they arise from because the
funds used for such work are fungible. Maintaining scores or hundreds of separate forfeiture
accounts does not bring the benefits of scaled economy, especially here, where keeping forfeited
funds in a single account will generate greater investment return while the funds are held in the
account.

Audit Issue and Recommendation 10: The DEP records regarding mining permit
statuses are inadequate. The Legislative Auditor recommends that the agency comply with West
Virginia Code § 5A-8-9 and maintain and make public a full historical record of permit changes
to allow for proper oversight and analysis.

DEP Response: The WVDEP’s records management system is designed to help our
inspection and enforcement teams perform their jobs. The purpose of DMR’s mine status codes
is to ensure agency compliance with the inspection frequency requirements at 38 CSR 2-20.1.
Whereby, inspection frequency is dictated by the level of activity occurring a permit. There is
currently no statutory requirement to report or record the type of specific activity that is
occurring on permit through a mine status code. The agency stands ready to collect and collate
any and all data required by the Legislature and will do so as directed by the Legislature.
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Audit Issue and Recommendation 11: The SRF Advisory Council has experienced
extended vacancies and expired terms for council members due to a lack of timely appointments.
The Legislative Auditor recommends that the Governor’s office file SRFAC vacancies in a
timely manner.

DEP Response: Issue and Recommendation 11 is not directed to the WVDEP and,
accordingly, no response is required.

In conclusion, I"d like to thank you for your well-prepared and thorough report. Your
report contains many insights that the agency will consider over the course of the next year. We
will appear at the hearing on your report and will be prepared to answer any questions the
Committee may have. In the meantime, as always, please do not hesitate to call, text, or email

me.

Regards,

Jason Wandling
General Counsel

64



APPENDIX A

65



asnjay MoOJ[OH UoSyoef

L # QUL 20BMING SBWOOA

PUOINBH SBWO)O

SUIA 30BJNS UOOY

asNgaYy MO||OH paay

Juawpunodu]
asnjay deny Aayun),

x2)dwo ) yng iseq

QUL I0BJING UBLIIYA

AWVN ANIW

YUON UOHEWRISY sy

yog

1onuo)) JUdWIPag pue afeurelg

YINOS UOLONISUO)) pRol|neH

YLION] 09y AUy 0RLING

YUON UOLBWIRIIYY dSNJoy

IN0S UOHEUIRIOTY ISNYoy

N0 20y Isnyay [B0D

YN0 "9y eseNg

YUON - punosdiapun
Fwup-oy

yInog asepng
pajwtjun) syong]
1pnos - s||id A3[1EA
JLMN

yinos - auy deaq
YHON - S|t A3([eA
ynos - sijiy AageA
JoqyIaN poony
PleMy SPUB|U22ID
ynog Ao asnjay

ynog - ue) daigsasnjay

|Inog sdeLINg
YInog 3deung

By ISIYOY JEMALT]
JUSUNEBAL] JIBAY

AYVMAV JO AdAL

“Runeadde Ajpeonsyisae

210w 315 Sy1 Fuljew PUB WILILLL © 0] UCISOL3 PUR UOUBUIUEINOD J9)em 30epns dady o) paysijqelss

-31 SEM |OLUOD JUIWIPIS "PIPIIS PUL JUILUPUIWE SUL[LY[R UB (LM PIpEIT-a1 SEA IS A1) ‘SYIUow

oy 3xau s Fuungg -Anjenb 199em 100d pue 3ouBUIULRUL IPN] YIIM GG IIUIS STUBIS IALILUL UO PAUIBIWIAL
pry 1 et Aioey i paunboe AS1oug eymeuey Aupioe) asiyos mejaad e jo uonewedas Arepdwaxa 10,1
yunad syp Jo 331 ayi FuLnp Suone[oLA ou 1im 3oueldwoes [EuaLIONANS Uk SulAlyoe

Jauuew 3|qisuodsal Ajjeyuauocnaud ur AydesSodor Sutpunouns ay) yum up pusiq o} s Sy pawNaI

PUE 8218 3y} PIULLL S30IN0SIY D) “IIYIOUE U0 SIOUIIU SULEBYD XD YIBI JEL) 2UNSUa 0) sainjanys afeurelp
oY Jo uonONYsUos pue JuLB3UITUS U} PUB SUIW SIEUNS B JO UonEWE|dal w asueuuoyrad Aejdusxa 104

"AUUNLUWIOD A1) JO SIIGUISUL I} 0) ISN SIPIA0ID MOU PUB |O13UOD

afeuleIp PalANISUO0AL LA [BLISTRIL S|qRIND A[3UIANXA JO PAIANLLSUOS Jou St d1jqnd i) 0} d[qesnun pawadp
Ajsno1aaid sem jeu) peoa AJunod Fupsixa Uk Jey) Ul UOKONLSUOD PeolnEy ul ddueunopad Aepdiaxs Jog
"SapIS|[Iy AU ZeLF

A0U JBY) J001SIAL| 3y} 1) Jajem apiaold o) puod B yim Joumo pue| 3ul paplaoid pue wieLE) [RImERL Yy Ylim
ul spuajq axmsed pue purjABy Jo asn pue| Suunu 3s0d ¥ a)s Y POUNERIOAL PUB [JUURYD WILILS Y)Y PIO)SAL
Jieaydiy mejaad oy pojBUILLS PUB BIJE SUYJ PIUIW INOJUOD [0 V-Ua), "mojjoy 3y} ydnosy) Suiuums weans
3y} 01 umHENﬂ JOUSPISQNS P31eald pEY JBl) sulul &uuv Bm—uhﬁ ¥ JO uoljewie[dal wi uu:mE.—Q.tu& h.—m_ﬁﬂ—oxv 104
'U0IS0J2 0] 2ouRSisal apiacid pue sadojs ay) azijqe)s

djay pue sFeuep ul PISE JO UOIHEISUIF Y} SINPII O) JOPIO UL ISTYIL Y 0F JUSWPUIWR UB SE 1aq1] 13dey
Hoys jo asn ay o} yoeoxdde aayeAouuL Sy puB A)[1DB) 25T B JO UOLBWE]921 ul ssueuuopad Aejdwaxa 1o
‘J|nsas pud jeuonouny Ayl pue Suiseayd Kjjeonsyisae

ue FulABa} ‘s[jouueyo aFLUIRIP 243 JO JUSWIYSI|GRISI JY) Ul PISN Sem 110JJ0 BUXT 70T U1 paysiuy pug

1107 W udwpunodwi 3y} Jo uok [991 paleniul [osuo)) "pouad 1eak Al & 19A0 Judwpunoduit deny Aaun ]
ay je passaoiodar a19m sauig |0 ‘paajduios sem xapdwos Juumur oy Jo uolewR|oAL JAYY "X3|dwos

auiw daap pus jueld uoneiedaad ‘Base asngol B Jo uonBWE[HAL Ay} ul 3dueuuoprad Agdwaxs oy) 1o

‘ue|d Juawaeuew aippm/ueedu e Suneniul pue [suueys

weans ay Junonysuodal spuied ale| omi Jo jeacwal aip o) 1oud seate jepod 3y e uouryaiaa Surysiqeisa
pue uoIRWEI9a) Af2un 3y} wo] “ANioe) uii dasp e jo uonewre|oar ul dueunojiad Arejdwaxa nay) 1o
‘suotjerado )1 Jo jje 01 adusfjeys 1092[014 udaID, Hayl yim Ayjoey funeadde

A[eouayisae ue 01U e asnga1 me[aud  jo uoisuedxa oy ul JudUIAjoAUL Atununuos Funelodioour pue
*a0uel|dwod ejpuamuolIAuR SUlAdIYoB 10,] “AJjIdR] 9SIJAS € JO suoLBLIR|oal Ul ddueuuopad Atejdwaxs 10,

'0406-68 JO 1B [BALAINS B puE 3jel Yimoid juesyiudis pey Ajudisisuod

9ARY 5331 Jo 59103ds( JUa1alIp 77 YL "T# 1Y A21[eA Jo dol uo preyoio ajdde a1oe 7 e pue spoompiey
AAlRU 2409 1340 utpnjoul satoads 901 ul ANSIAIP AIBUIPIOERXS PUE M JIA0D SALEIRFIA woueunad
3y 0} s|10s a1 Jo suoonesedaid wWol,] “SUIL IJBJINS B UC UONEWE[I3I ut sdueunopad Arediuaxa 104

NOLLJIMDSAa

$5017) Apui)

aym unsnf

My ugsny

Meyary udprey

Z)|N4 SEWO )

JoH 1eq

JIOH |eg

Auaquasang) Auaf

ugny ue|y

5501 Apur)
210WAZIS JA2IS
$199YS U0y
121j018)S 12JXa(]
Ausquasan) Auar
$199Yg uoy
Ausquasand) Auap
piod we)
uolmE( uyor
uowe(] uyor
1210} uBtRUOL
134salJ uyop
SHooLOL ABY
MOH ey

12un0, plowy
Ase] auadng

Aext Ay

YOLIASNI

6v9-Y

80-810¥-S

60-100¥-0

L8-Z£01-S

£8-6£00-0

8-1100-N

¥8-L100-N

£€8-7910N

08-5000-S

86-L001-N
60-070€-S
§0-900¢-S
96-£005-S
66-800%-§
10-L00S-S
679£0¢-N
98-£90¢-S
66-LT05-S
60-910¢-S
86-S105-S
90-¥105-0
86-110¢-0
£0-800¥-S
00-£00%-S
£7-9000-Y
£8-0T20-N
HAAWON
LINYAd

‘0] Adisug eymeuedy]

1T $90un0say PN

D11 'S90In053Yy 1A

0] 20D V-U3L

00 Butuyy umy ylom

'0) [0 UOLEPI|OSUO))

'0) [BO)) UOEPI[OSUO))

“07) |20 SEIUOYEIO]

"ouf ‘AS1oug xa|v

fuy poomSury
“00) B0 SEIUCYEIO]
‘0] [B0)) 2afody

‘00 Sulupy 12q0H
‘d10) Je0)) BUOISAN|Y
‘0)) [B0)) aafiody

‘0D [20)) SEJUOYEIO]
003589 SHUBPY

‘0D 180 91040
AS1aug 1sAry (O]
OBJN-[B0D)

‘0D |0y uedo] ofuny

"Dl $301N0S3Y MOsTury]

O7171 sandadond dND
S3LES B0 [OA-PIA
'00) Bu1ssa001 Jem]
‘00 Sy s(oruuLy

ANVAWOD

zioz

<loc

cloT

(41

1T

oz

4104

cloc

4104

[oz
1oz
81074
1oz
1oz
1oz
HOT
oz
10T
1102
1102
1102
Loz
110z
1oz
1102
1107

dviA

66



“PAAOIIAT UA3Q SBY BIUISIIA 1S9

Jo 3838 3y 103 AH[Iqe)] uOKELR[O] |EBUSI0d JB[jOp UOI[ [~ € ‘Sl 3oepmg andwy oy je ssakojdwe

31 JO SHOJJA JUS]|20X3 4] 0} 3nA(] "1BIQEY SJL[PIIM PUB UONEIAS3A 10§ sa3n pue uonsedwos sadoxd
“A1]1qE)s 10 [RLIJBIL B[qRAND PAppPe pure uouenys snoprezey A[Jenusiod e uaye) sey andwy ‘wonismboe aidsipin uaqany 66-500€-S $001m0saYy [eInEN BYdjy $102

sy oourg “Auenb auols touadns TBf qim uOHONNSUOS dN-WIONOG ‘UMOP [NBY B OUL AN{IGE)S PUE [BLIAJBW

100d @ [y dump pus 3 Suniaauos Jo yse} snoprezey Sy uo Joo) Jusufeurw pue seskordws saudwg

“Agydnnyueq uozIOH 3y Jo o LT Ul Huied Weunopy piojhey sy pasnbor sasmosay [eieN eydpy

aurA 20BRING uOIFY wayINog
andwyg s ASroug orqndsy /UOLSNISUOY) [[Lf A3[feA

JUIAS 91qes95210} Aue ySnonp uieisns pue wrofrad i Lo ey saouerend jey) prepue)s e
01 1y Aafrea Sutpping wi spud oy soakojdue sojdureg “uo1s010 Aue dojs pue sFeureip sanisod 2jueIens o}
208y a1 U0 sayouaq aup ojur desdu ayy Fwiky Aq 10z Jo Avjy ut pajajdwos axom sayoNp uioad oyl ‘sypuowr

ooy weymog I3JULM 31} Ul UOLBUIE[93] PANULUOD IO] PIMO[|E PUB JOJEM ) PI[JONUOCD YOIUM WAL PUIYI( SIOUIQ
uipy 3oepng sajdureg \_S:u.EE.mU [Ld AoIeA Suipping s JoyB1ado ayy PIm 7107 JO ATeniqa,] Ul ppE)s UOHRWB[OIY [ SY) JO 98] oY} J3A0 [BLIDIEU ysipuoaey Mg 00-8000¢-S Auedwop) [eoD) Areuare)) ¥1oz
: i Fuidump Aq pajonnSuUEd Sem UIRIPISPUN J3YUR]Q Y001 S[qRIND JI[], 'PAYSI[QRISI Ser UOUEPUNQ] [ESHLD
B 2INSUL 0} PUE [ONU0D J3ULUIPIS U PIB 0} JOPIO W youaq Js1yy ayy Surjjeisur £q $00Z ur uedoq ¢# [ Aoyjea
JO uonINISUO)) JUSUILONIAUD Y3 Sunosioad ariyMm [[iy Adf[eA € JO sanbruyas) uogonnsuod Arejduaxa 1o,
x9ydwop) Furuipy 1937 PIEMY SpUBJU3aLD sser) Aputd  90-700T-N OT1 “AaIrA HeBAL DOI €107
o)) [B0)) uny y{g Anununuo)) JoqudiaN poon e Fulag pue yoeann() AIUNURLO)) W I0UBULIONIA] Are[duraxy 1agunseg surelg $30.n0s3y JeanyeN eydpy €102
BN [BOD J0qy3IaN pooD JoquBisN pooD v Juiag pue yoeannQ Ajumuwo)) ur soueuuopa Arejduaxy JG0H S ‘00 [B0D) SRN-[80D) €10T
UL 39eIng §oa1) 9510 Jig pajuun syon( 39eL]) preuoq $8-2£00-8 D1 ‘SumyA 19q0H €107

PIEMY UOTRISPA]

- - ‘0D [e0) ss8od
QU] 20BJING WY YHON Aoy L, euoHeN uyn3y udffy $0"900¢-S 0 160D v €10T
id asn sBeureiq 00MY0Y PlAB - - -d10) AGseugy xapur,
Ud YA eV Pue U358 ] [BLRIRIA] dAnEAOUU] ySnong AUy Ay Su 1d senbruyoa] uonongsuo) Arerduoxg POOMI0Y PIAEd Z1-5002-0 0 Chatat £loz
x3pdwo)) jpunuss AJ[198] 951JoYy B JO UOBWBIONY 31} Ul aouenLIOng Arefduaxy ss01) Apui) £8-€110-0 o)) Sulpy uny Jjom €10T
I# SULN S9BHING B JO UOHBIIBJIY Y] Ul 3oUBULOMS] Arejduroxy _ . i
I [[eMyBIET 39910 Ao AIOWIZIG A3 I1-L00E-S 02 [80D) SEjUOyBI0q €10T
asnjay Jor] sunpy AN[108] 951JY B JO UOHBWR]IY S Ul dULmIopd Arejduoxsg uoureg Auog, 0679000~ 00 [B0D A3[JEA UR21D) £10T
Ay dea(] [2IME UIBMNO SBeur( pue aucog 8nog T6-£9051 0D [80)) uedoT 0FuIN €10T
’ : JUBLIIORL] [RUIRIA 2ALRACUU] YSNON] ], Juswuonauy s Suposjord senbyuyos ] uononnsuo)) Arejdwaxy :
soBpM 14 49330 Bu1g i A3][EA © JO uononysuo)) syl Suump jusuruoaug 3y Sunosjord sanbiyss ] uoyonnsuoyy Arejduaxg P —— LFot0eS 07} [60) SEI-[207) cloz
20BLING [# Y22I)) JaIne] speoy uo uswuolAug sy Jundsiolg ssnbiuyos uoponysuoy) Arejdwaxy wn(y Aue| 80-600£-S OT1 “12ZB|q[IBLL [[SMP[ED £10Z
64 UL 30BLING JWe]{ AIYM 601 P EUIINIS0d 9 Suiousus pus ¥ HAUE A1) Bupaalosd soutiopng Amduaxg 130y ueqreuo[ L6-0T05-S "ou ‘Af1oug aurer] aym £10T
B3Ny asnyay Auigy ANIOB,] STYIY ® JO UDHBAOUIY YY) Ut Judumuosiauy oy Sunaajold ssueuuopag Aredwaxy uung Aue Z8-€L00-0 OTT ‘seuoyesog €102
BaIy 25nJoy Yyouerg g samonug sseurri uo JusUoRAUY 2yl Sunoaolg senbiuysa] uononnsuoy) Arejduaxy ofiag [anuep £8-0100-0 "0 80D A3[JeA U210 €107
xapdwod TeMY UONBISIIOTY sped “07) SuutA umy Syool
QU 2IBLING SAULJ UIARG P UOHBISH0JOY IVSAM Adjjay % Bouusg wif OTT 700 St ey Y001 £t0c
‘sjuazed xrayy pue spiy eare oy ‘weidord sojer JLMN Y3 Jo 1a1deys vare vegoy
a3 103 yuny papmg e paiosuods saakordwa s)1 pur oR-[20D) ‘ZTIOZ U] "SAIM Plim 10 FE)IQEY SFIP[LM JO
Sui 39eEING )ser 93pnf moON AIMN  uswdofeasp sy Junesday apryam amsed pue puejiey Jo asn pue| Surmum 1sod v 0y 8218 21 Sutwamas M 12110y UBYjRUOS 08-2600-S “ouf -[e0D) 10z
{eaouraz doj ur 30 18q 9y} SO0 Iuwad SIY] "PIBMEB UOYBISPI,] ADNL Plig [EUOUEN 1 10]
‘ymosd
SJPIIM djowoid 03 $AIMONLS SIPIAOID PUB JUSUTUOIIAUS DY} 109)01d 0) SIOJORF AJ3JeS [BUOLIPPE UI SPIng ) 3 .
SUI 30T UBARD | [0TU0]) JUAIPSS U dFEUIEI pue a[puey 0} pannbar am A3y eare afeuresp a1} 10y L[[enpIAIpUI pOUBISP I2A0 YOS 2T SATNINLYS JUSUPIS e vy 10-£005-S 90 [pog s3f0dy 4144

JO S3JIUI 6 IOAQ) "S2IMONIS SFBUIRIP U0 WBWIUONAUS 1y Sunosjosd senbruyoa) uononygsuos Arejdwsxa 10]
-soueljdwos [RluswuonAus aproxd 0} Aressassu
[ES1UISYD JO JUNOWR 31} [013u0s 0) sdund pue saqord ANpiquy pazijun $$3304d JUSWIESN PAJEWOINE UE JIIM ; .
sputod Juipjoy a3xe omi 03 padumd s1 Juswpunodurn ayy woxy 1a1eAy Juswpunodwi oy uy spijos papuadsns aucog Snog §815-0 00 o) veo ofuty oz
1210} SJRULLITID 0} IPIO Ul WaSAS Jusunean oytoads & jo udisap saneaouus pue senbruyosy A1gjdwaxs 10

x3)dwoy) JaJneT WRiunopw 199f01] uuajema(] 1004

67



SUIN J0BJING LDURIG UIM],

Juswpunoduwy
asnyay dueosedng s Auedwo)
[BO)) UIBUNO 13m0

wawpunodu| yauelg uiqe)
aag[[ep 5,3utssa00a4 1a1day]

BAIY ISNJoY Y221 Aayn |
Ssuswdojaaa( 3104 peoy

QUIPN DIBLING { "ON XIUOY]

aULy 0BLING 7 "ON

a1qnday s, Ay srqnday

AU 20BJING | ON SEUIOIDN

xajdwo Futuyy Ai yong

x31dwo) punuag

-x3]dwoy) sHodsIoIoN Youelg uim | angng ayj 0} ss309e

SB JALIS [|1M PUE 3JEIS 3U3 0) JOAOC PIWIN] 3q [[1m Peod Y1 "339dwod aur suonelado asugy "ajerado Aap yorym
UL SANUNLILIOD 3Y) O} SPIEMI)S POOT 3G 0} PUB JUSWLONAUS Y} 01 aFeney (202 Jo spedu (enuajod yy jun)
01 suoHNELd SROJIWING UNE} SEY UL ITBLITIS YOURIG ULA [ 3U ], "3[1ul 3Uo 10 Jjeydse Jo saysu g yum
peos 300§ o¢ 2y Juiaed pue apeiS oy Butonpas *sayaup sy paddes-du saamo 3y mo SurusiySiens Jopm i
Jupjew peosjney (aaeifl parepide|ip ‘pasn Ajsnotasid auy) payiom-a1 [osuo)) ‘suoperado Fuoudmwos o Joug

NOS UOKINISHOY) PEOINEH

‘AdlojorpAy weansumop

ai Jo ssue|rq 0130j01pAY ) Jo u0N101d [[B12A0 3Y) PaADIdWL YDIYM JO B ‘UOISOID PIZIWILLILL

pue safejuaoiad uoyoedwos Jua|a0xs Juourasejd jeutew Ul A2UBIBLYS pasealsul o) P3| Ajplewn(n

Y31ym paja|duiod OS[e Sem LOISUIXD JUI[I[3Q JO0) 8 V JUSWYUELUD ISNYD1 dY) Jo AuFaut pue Ajjiqeis
Suisealour JuawNUBQd AYI UIYIM WOy FTBUIRID [BUISIUL AIAUOD 0) SUIEID |RIR] [RIAIS PI]JRISUI UIBIUNOIA
10004 10T U] '£00T Ul A1j1o8] 3snJa) paulquios sk papiuad sea yuswpunodui asnjay dwearesng ayj

U013y WIAPINOS/UONONLISUS)
Juawpunodu)

“10qufiaN poon) e fiutaq jo uoneyndai

aip Sunies apgm quawuolAu oy Sunsajond 10§ $331981d JUIWITBURA 153 paurBIuIEW SBY uIssad0l]
131day “10alosd ay) INoyFnosy |, "suISOU0d [BIUWLOIIAUD 10/puE dijqnd 3y Aue Suiziurutiu “10)08
A19JBg DIIR)S PASEAIOUL UE UL PAINSaL SkY ado(S PuB 30) WIEDLSUMOP JU) JO JANUIIIONNIY ‘BAIe [esodsip
asnjal1 a1} Jo uoisuedxa WEINS-UMOP B JO LI0JJ0 uoponysuod solew sy uedaq Suissasosq 101dey] ‘7107 Ul

uoiSoy] WYINOS/UOHIMIISUD)
uswpunoduly

"SPIEPUE)S |B1UoWU0NAUS [Buondaoxa 1Y) suiejuiew Auedwos syj Jey) ansud
0] pue AN|1o8§ 34) 18 20ueljdon [|BI9A0 ISEIIOUIL UL PUR 131EM DY) JEAL) 13))3( 01 JOPIO U SINHI0R) JUAUNED)

=

uoiday wWaynog A1 pue spuod 3y) paaodiut Y104 peoy s1e3K Autw 10§ vae asnya1 a3 18 Futoduo useq sey pue

uosuseLip diiyd

piog we)

Auaquasandy Ausp

JUBUBESLL BIBM oy 10 s[aaa| ySiy Jo) JuaunEaI] “BHUBLIRIA )8 B[] uoneiedarg pajonnsuos £)juasas ay) 10y e [esodsip

asnfal [202 & apiaoad 0] 1apI0 Ul Z](T U1 WAWAOJ3AI(] Y104 PEOY O) PALDJSURI] SEM Z8-LF00-Of HULID]

JUSWILONAU 3Y) 0) SIoEdU ISIGAPB AU PIZIUIUTUL 0S| N ATIA0OL [BOD POZIUIXEW

Auo jou jey) Jsuuew AJw € u palajdwios sem puuad siy) Jo uonewe(das pue Tuuw 9y "dnjey
a|qissod wouy suapIsal [B20[ 109)04d 0) 13PIO UL PAAOWDL 2q 0) pey s1a83Fo] snoiaard Aq 3y9) Juswpunodu
a|quisun ad1e| e Sutunw o) 10U ‘suonemIuod [YYIEq FUIILLIANAP 10§ poyldw snjd JOV 2yl Jusn

suw doyueunow g se €00z Jo Isndny ui sasoe | ¢g Sulunu 10y paroidde sea aui IDBLNS by XIUSOYJ Y],

uo13ay wisymog
JUOLBWIEBIOSY SUL] 20BUNg

'S|O0Y9S [BOO] AU} WIOY) SPIY AIRIUSWIS]D [E0] UM JUSA3 AB(] YLBT Uk siosuods

PUE JUIISAJOAUL Ajlunuiwod ul sajedioiied os|e syqnday ‘sadpu pawnejoar ay) Jnoydnoanp paueyd usaq
aary s3u1] 2o ursuBWY pue s1ojd 153, "221) JRIISIAYD URSLIAWY JSO| dows Jng [ynusld 2ouo Al Jo YPIMOsT
3 2anseaL pur APIIS 01 1S YY) PAJISIA SABY ANSIDAIUN YN WOL SHUIPMS “3JIS UL 3} O} UOLIEPUNO |
INWSaY) UBdLIdWY Y] pasnpoyut sqndal ‘g1z uj 1k sup 10y parejs Junuejd 21 yiim paojdwos

S1 11| yora se papaas Apdwosd s1e [y ay |, ‘puepsaiof Jo asn pue Suiunw 1sod € sey pue uoyINYSUOD
dn-won0q Yim 1Y 193G 2ABY JBY) S|[1 A3[{BA £ SEI PUE 53108 766 JO SISISU0s nuuad 74 ayqnday ayj

uoi3ay waynog
JUOLBWEBDY SULA] 2DBLING

JUSBLUUOIAUS 3 JO uol310ad Jud][20x3 Fuipiaoad asoyaaayy yuuad

Y3 JO 9J1] ) FuLNP UOLR|OIA UT AJUO YA JouueWw A[own B ul Juuad S1j) Suiu o) 3|QE SEA S2IUN0SIY
13 "asn pue| Suniw jsod puepsaio) 3y 133w 0] Japio us pajue)d uraq sa31) Yim INOJU0D [BUIFU

SI1 0] PAUIIISL U3 SBY BIE Y|, $$999N5 pood amsse 0} Jopio ul Apdwosd pazajdwos Suiaq Sutpaas ynm
Jua.Ln3 3d9Y SEA PUE Pa10HuowW A|Snonunuod st uonewe)2a) “ssasoud Sutuiw s Fuung “pamoie Junafne
s qof ojues € se () oz Jo aung u nuuad 2108 ¢g| sewo IO Ay uo Furnw uedaq sa0IN0STY PN

uoI3ay waynog
JUONBLIBIOY UL 20BJING

*23BIS 3Y) 01 1509 JO JUNOWE JuLOIUTLS B poaonpai os|e Joafoad siy| "pajeunuys Kpesu

u3dq Sky IS 2y Je ITeUIBI U PIOY PUB IOUMO PUE| Y} 10] UOLIPUOD J|qEasil B O} PIUINJII SBM BAIE

) “NS PINILI0Y Y WYY [ELISIEW D1X0} AU Jo uonensdeous Juipiroad pue [eudjew jo Surppuwy jeads
pue Buiuiw jo ssa00ad ay ydnoy | uuad A yong palagio] Ayl Jo UONBWEIIII UL JSISSE 0} UONBIIER[OIY
[er0adg Jo 01O SYB it JuBWIAIRE U ojut paralus pue Auadoid ssajayowg 2140 pjo 3y} Jo uaipod

& autu pug puwad 0} 00BAISIM PRI M Judwiaasde asea| & Paudis ‘0 [B0)) SSISNOWS JAIQUIAID) ‘pO0T U]

uoIfay WAYINOG /UONBWEIONY
PUE LOLIANISUO.) ASNJY

“wsy3 punose

AUnwoo ay) pue JUSWILOIAUS Y1 Y10q JIPISUOD $33K0[diUd PAJEIIPIP UBYM PIALIIP 3G UBD JBY} SHJaUaq

aanisod ayy savensn|jL ANJIOB] [, MIUIA|OAUI PUE UOROBIUI AHUNWILOT IO SE §[am sE sweaFoad Yoy

uoIday WaYUON /UoLRIE[23Y Jeso[ pue sweaBoid AemySiH-v-1dopy ‘swesdord H-p ‘sjooyas [e00] 0] suclEucp papiacid osfe sey |80
PuE uoHonLYsuO)) ISNYY YAV "aamydn aulf € Jo Ju3Aa syt ut umop A1319jdWos INYS 0) WRISAS 3L MOJE []14 JEH) SIIJ3UI MO|J PUE LIOOI
[O1UOD B (O1J S3UL| AUN(S Y1 JO FuLIONUOW [ENSIA MO[[E YI1Ym SBI3WED apnjout ARojouysa) ut sapeiidn

‘uononpoid j[nj RULINp S13%10Mm g6z 1940 SAoduld pue samseaw adueydwod [EUSWLOIAUS djepdn 0}

13p1o ur Ajior) asngar mep-0ud ayl 01 SIEJOP UOL|[IU §7 JOAG PIISIAUL SEY D[ [BO)) YOIy [ [0 dUN[ 2duWig

AL O Auap

12110y ueleUOf

syooLoH Aoy

AUy upsef

R3]0, e

yuwg puaeq

20~+005-S

66-¥10€-0

00-$¥00-d

8-L¥00-0

10-€10§-S

10-100€-S

80-810¥-S

ouf ‘Ajonjuay Jo [osuo))

$30Un0saY [eIeN eydy

$301n083Y [eImeN eyd[y

$201n0say [eanen eydpy

5U] ‘RN-jR0))

$201N083y [RImeN eydy

11 'S90In0say PW

$0-800£-§ 0D [£0)) SSIINOWUIS IDLIGUIIIL)

pajesodioouy *[eo) yory

v10z

1404

¥l0Z

v10T

rloz

j4114

vi0T

vioc

rlog

68



1alord TNV
dungy pue asnjay uolue)

YUON TNY

Aoe ;nopeo
pue jugjd uonziedasg ossea|) PAEMY SpUEB[U2IN pr] Adsaury sloZ
s,Auedwo)) [20) 3104 tnog
1EMY UONEIIPD
JUIIA 3oBUNS T "ON N0, P zuv_‘_ﬂ.r uN.B _.E_c_ﬂw “ ‘o) [eo)y uedoT ofuipy
plemy (OBIYNQ
JUIA 20BJING | # Y331 duiy Qunuwos) pue JoquBIan poon) paretodioou] Seiy-|e0)
BUIA F2BJING youkIg UIM ], HOHBUIEIIYY au[ “AyoMudY Jo [osuo)
' . PUE UOLOTLISUO)) PEOI|IRH
Jawpunodwy OO0
asnyay dwesiedng s Auedmoy - dus | ssnpayl $30un0say jrimeN eydiy
[B0) UIBJUNO JamOd
Juswpunodwy] youesg mqe) UoLINLSUO) soomosay [eaneN eydly
ane[lepy S U1sS3001 19day Juawpunoduy asnjay
BALY 3SNJIY Y1) AMUnf d
Swawdo|aas( j104 peoy Aujtor JuouBILL Jo1E $321n0s3y [einieN eydy
ELTSIERTTU N TN ERTTEN TR | UONBLUE|2Y Suljy 20BLING Juf “ORN-[BOD)
BUI 222JI0G T "ON "
ongnday s Afaug ogqnday UOLBIIR|33Y SUlA 298JUNg S30UN0SY jeimeN eydiy
SN 20BLING | "ON SEWODI UOLBUIR|OIY SULJA 0BJNS DT S901n0s3Y 1PN
UOLIELIR]IY )
xajdwo)y Runnpy AJp yong PUE HOYSLSG) 8Ty S0-800E-S "0 [BO.) SSINOLLS IAIqUIILD)
x3pdwo)) jaunuss UOLIBLIE| DY pawaodsosuf ‘20 yory
s Aueduwiod Buiuly uny oAy PUE UOLONLISLO)) 3sTYY
aurpy ssepng andury DWW Aunwmoy Adraug oatqnday
auly 20BpNG
auduig s Afiouz oyqndsy UOLONNSUO)) |14 A[RA 532n0s3y [eimeN eyd|y
Ui 2oepng sajdure uoyonysuo)) |14 L3¢, Auedwo)y g0 Keudye) $10T
AL 3%eIng sajdueg ! D 11t AS[lBA N

‘uoyesado pue Suuiw {eos 3jqisuodsar Jo sjduexa Jus|a0xa ue

69

3q 01 Fwmuyuod pue ul Fugpnsal uawuoNAUS 3y funsajold apiym Aupioey sty jo uonetado puk uoyaNySUOd
3y} ut doutunopad Argjdwaxa JqIYxa 0) 3[qe Sem PUB 31D O} SUOLE[OIA AUE PIAISIZI JOU SBI "07) [€0)) Y10
Yymos§ -3ouetjdwos [BUsWUONALS JO PI021 PUE PIRPURIS YSIY © UIRJUIBLI 0] JOPIO UL 3PRI UIQ SBY [IRIIP 0)
uonuayne ‘uouesado Aep 01 Aep ay) ojut mou Fumuyuos pue saylIo} pAjeIosse |[e pue Jue|d ay) Jo SIYIANOR Ao104 e L1-£10¢-0
UOHONNSUDD "N40M YLIBI [RIHUI 3U} JNOYINoIY | "€ 0Z JO ISnSny ur uiex) Js1y au) papeo[ }o 4 §Inog pue
Z10Z JO 12quada(] ut paue)s mmopeo ydiamysieq aiqnop pue juejd uoneredaid onres)) ay) jo uoyonysuoy

puelq uonesedarq ooieay)y

s,Auedwio) [0)) Y104 pnog PAEMY SPUBLASSID

P Asaurx v10T

"0S Op 0] 30UBLD U} SARY JOU ISLMIIYIO

PINOM Olm 350y) 01 S100pIN0 31 Lolud o) sayunuoddo Suipsogge sjupm uonesnps uewspods aoword o

PIEMY UOUBISPS,] SIUSAD S Pajsoy Os[e ueSo] OSULly "IJI[P|14 JO SINALIRA [[ 10] 30IN0S POOJ WBPUNE UE 3p1acid pue ypmord
Aajan], plip [RUOLEN 2213 a0wod soyny 03 X1 Pa3s 1dY) Isnipe 01 payiom sey Auediuod 9y | "uOLEINPS 100PING FuLIdyuny
SE |[9m SE Jengey Sjp|sm Fuisueyua pue Supealn se ons $3aloaliqo 2100 S) FULAYUNG Ul UONEISPS.

Aong Jan [2uonen U Suipie spIemol LYY 1ua|[20xa ue Yuo) ind sey Auedwo)) [eoy uedo ofulpy

SUIA] F0BLINS 3104 1§37] supjpy wog L8-180¢-S ‘00 [20]) uBdoT] oBulN ¥10Z

‘ssa001d vonewe|oal pue Sutuiw oy ssnosip pue xa[dwos aunu

31y 1o} 03 Sjuared pue s134o83) ‘sudpms Fuigiaug ‘s|ooyos AIBIUdWA[Y Jew() pue AEIUSWI|H Young yloq
am ABQ yHeg $31eIGIJID 9BN-[20)) ‘eaK K127 uo1dal bIIBIIA 1S3 A WANOS 3y} Ul SSIUDIBME ALSNpUL
10 satiunuoddo jeuoneanpa apiaoad pue suopeziuedio Ausnpur Joddns ‘siuspisas [ese] 03 |20 So1eUOp
‘weaold yojem WD |E00] 4} YIM ISISSE ‘S[0OYIS YUM S1auLed SRN-[B0]) "SI PUNOIR SO} JO SIAL| DY)
aaoxdunt 01 way yim uppom sapUNWWod 90| 1oy noddns pue soqudiou pood € aq 0} SIALYS SBN-E0))

piemY yoeanng

SORANS 1 42040 3uKd Apunuwiwoy) pue soqydisN poon)

12110y ueeuof L0-900¢-5 uf VBN-[BO) v10Z



1 "ON domudg

Anpoeg asnyay (B0

QU 30BLING LauRIg SUB]

Anproey Suypuey
18O 3231 UBLINIOAL

1SB Youelg uim [,

autpy sorpIng afpry snove))

QU] DBLING | "ON Y1) Buld

uny spneg

9p# liemysiy ueliopy

3INIdNASLIIU] IIUIRUNOIA

BALY 3SNJ3Y pE-V

aui [euodu]

Aoe,] INopeoT:premy
UOHINYSUO,) UL

plemy
UOLIBWIER|99Y UL 30BNG

plemy
UOURIE{IIY UL 3994ING

Ajij1oe] INOpROT:pIRMY
UONINIISUT) UL

pIEAMY UONONASUOy |14 A3[BA

pleMY
HOLONLSUO) [0Nu0) dFeuIRI(]

piemy
uononysuo)) jouuo)) adeureq

piemy Asusdswy TAY

PIBMY UONRIIER[IRY YUON TV

piemy uonewe[day [B13dg

Piemy SPUB|UIIID)

UOIBWR|33Y PUROITIIPUS)

plemy UCHRIAP
Aapng pp JeuoueN

"SI3)EMm [euonoIpsuni
01 s1rdun Fuiploar pue [oyud Joun ol uonuaye [e1ads yum Aydesdodo) JNoLYLp UL PAONIISUS Sem
peo1dy] ‘uonerado Swunw soefns 3dxe] € 10j peos [ney Suoj 199) 0006 $s309e Arewid € Jo uoyonysuo))

aoueldwod

pue uo12aloud |eyu3WUoIIAUR 03 pled uoiuane tendiued ym Juswpunodus
Aun|s e 01 AyjDey 3SNJ8J [E0D 9S1R0D B WOl $SAd0.d uoisIaAuoa aseydiynu
3y pa319)dwod Auedwod ayj ‘saipusse |esepay pue a1e1s ajdir N yum SupjIom

315 SUIUIW BAIIDE 3Y) UO 35e3UDE PagLNISIP PIzZIW(UIW JBY)
ueyd uonewepas snoauesodwaluod aadaye AYSiY e Jo uoneuawldull |NJSsININS
2y pue uonesado Juiuiw sande sy Jo Led se [lemySiy mej-aid JO S3|ILL OM) JSAQ

"a)s ay3 03 Juadelpe ([emyiy me|
-24d 40 008’z JO UOeUIWIE 3Y) SUIPNY) ‘SEIIE PRGJMISIP JO UONBWERDA JUB1INOUOI
PUE [0J3U02 JUSLIP3S 2ANIRYS Y3noayl Al1oey Suypuey (202 3J2B-5S B JO UOIDNASU0D)

‘sJa1em |euopdipsinf 01 syedwi sy aanpad 03 puod pasput ue SuaNIISUoD

pue si33em [euodipsiinf 01 sypedwll pioAe 01 S|ji SUIISIXa OM) SUPDIRIS-ISA0 Papndui
SIYL "wnwiuiw e 03 3day s49m s1peduw] [BIUSLIUOIIALS *S33UN0S3l 3|ge|IEAR Y3
uIyuM anneacu) Bulag Ag "auiw 33BLNS B Lj)IM PAIRIDOSSE S||1) A3][2A JO UOIIMNIISUOD)

“YSI) PUB S2IEIQIIIAULOISLUL JO UolEZIU[ouos pider pajowoid jey) eate pawigds

A|M3U Y} UO 1By} [SUUBLD WIBINS € JO UOHONLSUOIAL YY) PUE JINIONLS [OHUOD JUSLIPSS 3TIe[ JO uOBBWRIOIY
'saanskaW

aARu3A21d aANEAOUUL JO 35N Y pUR JUAWTRURLL JJOUNL 2AN93}J3 ydnoay) K103s1y douerjdwods Ao ndal
JUS[|90X3 UB FuIPN|oul ‘Sulul 3eINs aFle] & U SAIMINYS [0BU0d dFeulelp Jo suoyerado pue uondnysuo)
"|onuod

9feuILIp puB JUAUIIPIS JO UOHR[[RISUL PUB BIIE 3 JO UONEZIJIQE]S Y} PUR [RLIDJEUL JO SPIBA S1qN3 0Q0‘SP JO
UONBABOXS 3} PAAJOAUL UGHBIIE|IL Y ], 'SAWOY [RI2AS JO SABMOALIP puk Suongpunoy ay) padeuiep Apeasje
PEI| pue $I0UIPISAL 02} TuILaJEIL) SeMm SPIISPU] Al | “JduurwW pajjonuooun ul paoe(d sem [ods pajeaeoxs
a1oym eae Suiuiw mep-axd & Suoje padojaAap 1ey) api|spuB| UIppPNS Spia 1235 ¢z pue Juo[ 133) 007 V
‘[onuos afeuteip aeudoidde jo uonejjeisu

3y) pue jeilqey sa1vads pasafuepus 10030d 03 s9X0Q Jeq Jo uone[[esut ayy paambas osfe 1osfoud 3y “sawoy
JB19A3S 0 3500 a11s aulw me|-a1d e uo jeL)ew |1ods 2jqeISun Jo uoneunLd ) pue [lEmySiy Jo 3193} 00€"S
"SUOLEIUI] JU2AN]YY2 Yum 3ouel|diuod il mou SIIPNO [B19AIS

ynam “Afjeogewiesp pasoadiur aj1s sy woly Ajenb 10jeam "paj[BIsul 949M SAINSNLS [01UOD IFEUIBIP MAU PUE
Pa)a|dwios sem uOLRWE|931 PUB( 131}y "afeuleip auful p1ae Jo $30mM0s jdinul JO UONBUIWIS 3Y) PUE BAIE
asnyal |2od ¥ jo uohewe531 2y querd uoyeiedaid pue juswdinba Jupusy |8oo JO uUONIOWIAP 3Y) PIpN[OU|

‘eale paja)Io) SuY) Jo uonewepal ayy 104 Suimole

pue A1j1oe) mau e yuiad 01 pesu syl Suiteuiwna ‘xsjdwiod Suiuiw aande quade(pe

UB Loy SNy 3uiw Jo Juswade|d a3 403 Nwid E-y 3yl pasn XapuiA ‘UOIIN0IG
|eUdWIU0IIAUT JO JuaWIRdaQ eiUIBAIA ISIAA BYT UM Juawaaude u| ‘pund uonewepay
|eads s,21e1s 3y 03 Aljigel] 3sa8ae| 3)8uls sy3 paauasaudal 311s syl ‘BINH30)

S JO 3w 343 Iy "UoNeSIqo JUSLWIE3I] J121eM [BUeISgNS e pue jlemySiy pasodxa
)1d-uado ‘a84e( e papnpul 1BYL AUNOD 4SINL Ul BUS 34NJSJI0S pUO] S106-00} Y

“POYSI{qEISa U33uq Sey Jey) JENQRY Ad3IN) [n)SSI00NS

311 0) UAWBISI) © SI JUNE] SINB[ [ENUUE 3y} SISOY I JLY) 198 SU) PUB 3)IS SIY) UO UIIS U3( dAkY SAIM AUBy
"8I 24 PQBYUI JEY3 YP|Im JO KISLIEA Y 10} JUILIUOLIAUD J|qeHNS B PapIAcid Sey 3)iS SIY) JO UOLBIEjOaL
U] 3US A1 uo $331 pue sassesd FulysiqrIsa 130124 10} Wnipaul A{qens e apiaoad o) papesd Ajasoo}

pue Aydesdodoy Sulnwaid sy djelwisse 0) padeiIa) U3 IARY SEAIOR [|yROeq Y], ‘dqissod se yonw

se suonpued Futuuuad ay) 03 aps 3y wnja1 01 udye) Moys pue Juwmueyd sy) jo sjdwiexa g e sy ouww sy

211 [eo) uedo-oduny

Aueduwio)) je0)) SEJUOYEIO]

S3€S [0 [OA-PIA

A31oug 21qnday

PuET WIISEaYIN0g

1OA-PIA

BN |EOD)

e uIY AT

sawsnpu| Adjue)g

96-6007-1
SI[G [20)) AUUAAD
?® €8-1100-N 15 100 .
I “A31sug xapuip
Zng "M sewoy, 10-2002-N
fape]) yelalaf 10-L20¢€-S BN 80D

610¢

6loT

610T

610T

610t

({14

6102

610C

610¢

610Z

6102

810¢

810T

70



Anyoe g INopeoT puimiag

ug|g uonesedald uny [uumes

UL 298NS doueIg AL

JUI] IDBLING Y31 UBUDIIOM

puod || 1BpNQ AWK 6£

QUL INOS 1397

SUI INOG 1997

Baly 3STYAY uny Iouuo)

12104 YHON £

utpy 08 JyTimpg

weld daid a8pryf wggoq

auny doa( yoaewsig

SBaIYy SNJY WAISaN

QUi § ON %231 [ane]

QU] 30BJNG qOuY X20[[0d

SUIA 20BJING Se|Aoy

SULRY 30UJING UIRJUNOJN JeLig

JUON-A)

pno-Anpioe,] Jusl4 uonesedaq
10 JnopeoT 103 sanbruyss ],
uononusuo) Arejduraxyg

€. uejq uonesedalg
10 Jn0peoT 10 sanbiuyoa ],
uononusuoyy Kwejdusaxy

ynos

-s||14 A3|[eA 10} sanbiuyaa],
uonpnysuo)) Awjduaxy
INOG-s21M3onng

sdeureaq 105 sanbruyas |,
uoyonysuo)) Kejdwax]

foyuoy sdeumeag
Jo uononusuoy) Arejduwaxzy

YHON-S3IMonug
afewa(y 10y sanbluyoa]
uoponysuo) Aredwaxy

Yuop - saamonyg
adeuteaqg 10) senbiuysa ]
uonanysuoy Arejdwaxy

YUON-sanLioe,] asnyay

Jo uoneweoay Areduoxy

plemy yuon-suoyesadQ
Suly punoaSrapun)
JO uopeureoay Aedwoxy

piemy

YInog-suoye1ad() ULy IoBpNg

Jo uoneweppay Arejdwaxy

paemy suonesadQ aulpy soepng

J0 uonewe|oay Aepdwaxy

pieAmy UOHRISAIONY

piemy 10quiian poon

piemy

uonEwWEY AUl punoifiapun

plemy
UONRILE[DAY Suljy 30BHNG

piemy
UOBELIR|I2Y UL 98LING
plemy
UOBWIR|IY ULy dIBLNG

‘Jesodsip [[Iypue] Jo PA3U 3y TulkuIwLd JOISEHUOD 3U) Aq P3[DA231 Pur paTeA[es a19m

PaAOWIAI [32)8 pue RuIpis Su) “papjuBiusEp a1 sBulp|ing Juadelpe pue Ayjlorf ayf, "Ajfupiosse Jo pasodsip
PuE PJEPIIOSUOS SEm SEAIE 9)id YI0)S [ROD UBI]D PUB [E00 MEL I UIOL PAAOII [BLIDJELI 35NJ3I {ENPISAI
ayL uerd pasosdde ayy 01 Fuipiosoe ueaq sapALoR BonEWROYS ‘eAvadde Y TiAd 241 JO didods wodny

"WAISAS [011UOD JUIWNPIS D) UF SAIINLS §J1 UG UOKONISUO)) Argjdwoxy

"uoIS01d
Jonuos djay o} sapis[(iy d23)s uo saumyy paronusuod ose L3y 0o uosr ayy Suiddolp ul isisse 0) 1a1em aY)
desae 01 9|qe 3¢ o puod 1addn ayy 0) sur) dF1eyastp e ues pue seare daas K194 suros ur spuood [BuONIpPR 7

PaONASU0d AdY |, SUCHIPUOD TUIIOM JIUOLIP SLUCS Ul [OJUOD [O1IUOD JUDWIPIS [BUOYIPPE PIIONLSUOD A3y |,

“Anprory Sutut
s1y) Jo uonerado yuerdwos Sunuyuos pue ‘uoneweoal “dueuLouad Juowdojaaap w pom Suipueising

“Aipioey Suunn
s1y) Jo uonesado juelduios Sumunuos pue ‘uoneEE21 “doueuLofad Juswdojaasp t yiom Supurising

‘uondadsur A1o43 JuLnp se3Je JUIIWIIIOAUD |8
ur Jueldwos FuluiBwal 3iym 35eajal 7 3seld 10J SHUawNMbal J33W 0] WAL PIMO||2 POIPIW S|, 'dALIJJI
puE 3AnuAW 134 3 0) PUnOj 133q sey 1 “3)is sty uo pasn unuejd Jo poyrow SuLINOOD Y PHGAY 3y ],

Huwuad 3y Jo seale paulejpad Y} UO S84}

Sunueyd Aq saanoead Aiysa10) INOGE LIB3| 03 SIUIPNIS |2I0] 404 JUBAR A Joquy ue
P3150Y ‘Bulul 8BNS JO 32110 [BISP3) BYI PUE SBIINOS3Y |BJMEN JO UOISIAIQ BIUIBAIA
1S9M Y1 ‘UDIIDII0Ud [BIUSLIUOIIAUT JO Juduredaq elulSaiA 31SaM Y3 Yaim uoidunfuod
ul ‘BuiunAf 49343 aN|g *dULQINISIP MU 10) PIBU U3 SUljBUILLR ‘ISNJ3J |POD 3SIEOD

10 JudWade|d 3Y) Joy PISALOD 13 Sem Jeyl Jiuuiad Sujujw adeIns e Jo uopesado
‘Ui Y} JO UOKBIUR[IZI

Pue Appqels wus)-5uo] ays pastwoldiios 2ARY PINOD ‘SAINIONNS [0NUG JO UOLE[|EISUL Put UTISIP SALEACUUL
moyim e daas 12)eMpuUncIS us2SIIOJUN UL SSAUPPE O} [01UED ITEULEIP JO UOLE((BISUL Y] papnjou]
*Ansa40) Jo asn pue| wmiw-jsod e pue monuoo [euwiuo

sreunxoidde o) ssuequusip mej-axd pue aanse s yiog Sunumas uo siseydws eoads & ynm ‘[lemysiy
Mme[-a1d JO SIFIL 331Y) 19A0 JO UOLEUIILID Y3 SPN|ouL Jeyl KAJUNo ) JAIQUIIID) UL JUIUI IDBJINS JUDB-G/ G
‘PIBNG) [BUOHEN ALY BIUITILA 1S3A4 SY) 0] kale Suiulel) B JO UOLORISUOD ) pue

22ueqIysIp Fuiunu mep-aad Jo uoeWEoas YY) Sulpn|duL *durw 298NS af1k| ¥ JO UCHEWE|OA pue uonesxdg
“BALE QUL AL Y] YIM PIJRIOOSSE

$OAIASAL [ROD U} UK AIL) UL [BHURISYNS € TULIDIUTIOOUD JOJYB JUIW IVBJNS B JO UONBWIE|II DUk suonetadq

apey Aue

Fury pueoy

uofIIQl MAYREIN

apey| Auen

g aAeq

g 2aeq

Asgea] Awy

Adoe1] Aury

T67LT0F-0

¥81-a

60-L00¥-S

Cl=L10t-8

68-6T01-N

£8-6100-N

€8-€110-0

$6€701-0

£8-7010-N

66-C10£-S

£€8-9600-0

£0-100¢-N

SILS |80 IOA-PIN

o1
‘Auedwo)) (0D awoymer|

SA[BS 1BO) [OA-PIN

Adrsug oyqnday

Sajeg €0 [OA-PIN

uny Jlom

uny jlom

“oUJ “S32IN0SY
Jeo)) Kuno)) [feysiepy

U] "SIVINOSNY
180 Ajunoy) uosiuey

Af1aug orjqnday

11 A1aug xapuip

11 A31ou3 xopuIA

Auedwo)) Juiuipy ya21) anjg

Aueduio) [eo) uoydurxa]

D17 Sunny
[ EREI B MUTSSETILTEETTyY

‘0D Sulwp pueySiy

Suisea HYWF

0z0T

0702

0coc

020T

070t

070t

070z

070t

0z0z

0z0¢

120z

020t

6102

610T

6102

6log

610z

71






POST AUDITS SUBCOMMITTEE

MEMBERS
SENATE MEMBERS ~ HOUSE MEMBERS
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Mark Maynard
Stephen Baldwin
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WEST VIRGINIA OFFICE OF THE LEGISLATIVE AUDITOR
- POST AUDIT DIVISION -

Room 329 W, Building 1
1900 Kanawha Boulevard East
Charleston, West Virginia 25305
Phone: (304) 847-4880
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