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LEGISLATIVE AUDITOR
ctl^M8toN

The Joint Coflfllttee on Government and Flnance:

ln conpliance slth the provlsions of the I'lest Virglnla Code,
Chapter 4, Article 2, as anended, we have exanined the dccounts of
the I'lest Virginla state Boord of Risk and Insurance llanagement.

our exanlnatlon covers the period July 1, 1985 through June 30,
1989. The results of our examination are set forth on the
folloring pages of this neport. However, only the flnancial
statements for the years ended June 30, 1989 and June 30, 1988 are
included in thls report. The financial statements covering the
perlod July 1, '1985 through June 30, 1987 are lncluded in our
audlt tdorkpapers.

Respectfully submitted,

\/ /) / / 4 a/ /-J'
,t I h-rzda,,L da/lta.t1t ^t-r"
Thedford L. Shanklin. CPA. Director
Leglslative Postaudit Division
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IJEST VIRGINIA STATE BOARD OF RISK AND INSURAflCE MANAGEMENT

EXIT CONFERENCE

l{e h€ld an exit conference on August 14, 1990 rith the Director

and Comptroller of the ldest Virginia State Board of Rlsk and

Insurance llanagenent ond 8ll findtngs 8nd recomnendations were

revlel{ed and dtscussed. The above-naned offlclaIsI responses are

lncluded ln ltatics in the Sunmary of Findlngs, Recomnendations

ond Responses and after our recomnendations ln the General Remarks

sections of thls report.



UEST VIRGINIA STATE BOARD OF RISK AND II{SUMNCE MANAGEMEITT

IITRODUCTION

The State Board of Risk and Insurance Managenent ras established ln 1957

as the State Bo€rd of Insurance, responslble for the ptocurenent of the State's

Property Insurance, Llability Insurance, and Fldelity Bonds. Prior to 1971, each

spendlng sgency ras nesponsible for paynent of lts ot{n lnsurance prenlums. In

most cases, separate poli,cles were issued for each dgency. The cost of the

policies rere lncluded ln each agency's budget and the actual paJ'rnent ras nade

directly to the insurance agency, with the approval of the State Board of

Insurance. Effective January 1, 1971, the insurance coverages Here consolldated

under blanket policies that covered all spending units of the State and fundlng of

the progran tdas shifted fron the spendlng units to a direct approprlatlon to the

8oard.

The State Board of Insurance yas. reestabllshed under Chapter 65, Acts of

the Leglslature, in '1980, rhich changed the nane from State Board of Insurdnce to

the State Board of Risk and Insurance l4anagement. The Board is conposed of three

nembers sppointed by the Governor, yith the adyice and consent of the Senate.

These appolntments are for I term of four years and each nenber receives the sum

of forty dollars per day for each day's services actudlly performed for such

Board, as well as all necessary expenses lncurred in the perfornance of thelr

dutles, not exceeding '100 days in any one calendar year. The Insurance

Comnissioner senves as Secretary of the Board rithout vote.

The porers and dutles of the Board lnclude, (1) the general supervlsion

and control over the insurdnce of all State property, activities, and

responsibillties, including the acquisltion ond cancellation thereof, (2) the

detennination of anount dnd klnd of coverage, lncluded but not limited to
deductlble fonns of insurance coverage, and (3) the porer of inspections or

eramlnatlons relating thereto, relnsurancer and any and all matters, factors and
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considerEtions entering into negotiations for advantageous rates on and coverage

of all such State property, sctlvlties, and responsibillties.

In 1980, the Board ras given the addltlonal responslbllity of providing

Ilsbllity insurance for the 55 County Boards of Educatlon, their offlclals and

employees. ln'1982, Legislatlon t{as enacted requlring the Eoard to establlsh and

adnlnister a Coal Mlne Subsidence Insurance Fund. ChaDter 33. Article 30 of the

t{est Vlrginis Code nade available to the general public dHelllng Insurance

covering danage caused by the collapse of underground coal nlnes.

0n May 22t 1986' the Legislature passed Senate Blll No. 3 which

authorizsd the Eoard to provide property and ltability insurance to political sub-

divisions and non-proflt corporations.
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WEST VIRGINIA STATE BOARD OF RISK AND INSURAIICE MANAGEMENT

BOARD I'IE!1BERS AND STAFF

JUNE 30. '1989

Board Henbers Tenn Expires

John Landfrled, Chairnan
Rlpley, Jackson Couniy . . June 6, 1990

tiilllan Slgmund, Vlce Chairnan 1/
Beckley, Raleigh County . . June 30, 1988

Rslph R. Uallace, Jr.
St. Albans, Kanawha County June 30, 1991

Hanley Clark, Insurance Comnlssioner
S€cretary ex officio .........2/

Staff

Robert S. Corey .. ..... Director

Ja|nes L. Boone .... Clains llanager

Harry F. lllorris, III ... .. Underrritlng llanager

lilark E. l{ccall lster ... ,. ConDtroller

1/ Position noY vacant.

U l4enber by virture of office.



HEST VIRGINIA STATE BOARD OF RISK AND TNSUMNCE I'IANAOETIEIT

SUMI'4ARY OF FI ND INGS. RECOI4I''IENDATI ONS AND RESPONSES

COMPLINCE MTTERS

Inproper Subsidizatlon of Insurance Premlur

'1. Durlng our examlnotlon of preniun payments for lnsurance coverages paid to

CNA, the State's lnsurance provider, we noted the Board utlllzed

$3,252,442.00 renitted by potittcal subdivisions and other partlcipdnts in

tie Public Entltles Insurance Progran to supplen€nt the portlon of the

premiuns, Hhlch should have be€n pald by the Bo8rd from appropriations

n€de fron the State ceneral Revenue Fund. Subsequently, $900,000.00 was

repoid to the Publlc Entltles Accounts leaving $2,352,442.00 to be repatd

from General Revenue Funds. Also, l{e.believe a $2,000,000.00 settleflent

tiith CNA, in regard to clslms resultlng from the Novenber 1985 flood

disaster, l{as used to pay lnsurance preniums yrhich should have been paid

from appropriatlons made from the Stats General Revenue Fund.

our exanlnatlon shored the Board requested sufficient funds to pay the

Staters share of the lnsurance coverage ln fiscal years 1988 and 1989;

hoHever, the Governor's recomnendatlon to the Legislature as shown ln the

Executlve Budget was insufficient. The State's share yas $4,000,000.00

ln these years, excludlng prior year clains lJhlle the Governorts

recomnendation Has $3,000,000.00 and $3,500,000.00 in fiscal years 1988

and 1989, respectively.

ln addition, the Board uas enpowered by the Budget Bill for 1988 to bill
State agencies 1n the event the general revenue approprlations did not

neet the Staters share of the cost of the insurance progran. l'le dld not

locate any evidence lndicating the language contained in the 1988 Budget
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Blll ras inplenented by bllllng Stste spending unlts to recover the

shortfal I ln funding.

l{e recomnend the Board comply tJith Chapter 12, Artlcle 12, Sectlon 2

the llest Vlrginia Code, as anended, and Chapter 29, Article 12, Section

Subsectlon (b) of the West Vlfginla Code, as amended.

1le OJ2 conpt4 winh th.ia o.u.d.ii. )Leaomhenla.tloa. (See pages 1l-16.)

Insurance Blllings

2. our audit dlsclosed dlfferences between the dlpunts billed sone State

spending unlts and publlc entities for lnsurance coverage, as conpared to

our calculations of the anounts which should have been bill;d based on

Executive order 12-86 or the appllcable Board approved ratlng plan.

Adequdte docunentation to explaln these differences'ras not retained by

the BoErd. As a result, we could not deterrnine rhether these differences

represented the actual amounts lrhlch should have been bllled or effors ln

the calculatlon of the lnsurance Dremium.

l{e recomnend the Board conpute insurance blllings based on the provisions

of Executive order 12-86 or the Board dpproved rating plan, as

appl lcable.

Ae ui2,t conpU wUlL th.U aulit aero0derLd,al)tz. (See pases '17-'19.)

Source Docunents Unavailable For Audit

3. fiine subsldence reports required to be submltted Hithln 45 days after the

end 0f each calendar Quarter rere not available for 35 of 39 insurance

conpanles exanined by us for the quarters ended Septenber 30, 1987 and

December 31 , 1987. Accordingly, re lrere unable to determine if the

of
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correct amounts remitted for nine subsidence lnsurance prenluns Yere

recorded ln the Board's accounting records.

Ue recormend the Board conply wlth Chapter 5, Article 8, Section 17 of the

Hest Vlrginla Code, as anended.

Thz nlte 6uhLli.e4ce 4zporsa nzfiitnel ir tA^ ne.confierLda'titn )nvoX.ve

conparuza who in tiz 62ven 
'4QtrL 

lLr.6to4g 06 the Miae subauence p4og4an

hwe neven 6oU a AlrLgLe nlaz auh&uuce pot)aa, The qu.aalztLU rliae

Aub4uen!-e ,Lepor.t la 4a4utel, 4eco4del. a6 zalo atl. fhQ]t dettaouol.. TUI

nd.nU l^ done d.uL to Unltcd 6t4[( ond Uni.ted. Lbne 604 (iurlg and

M)ntaltrlng ol 4Qro4d.a. A conpu,t?r copg o( thi-a 42'04t. ,i.4 @vailtbt e o't

qna ure. (See pages 19-20.)

Submlsslon of Qusrterly llllne Subsidence Reports

4. our exanlnation shored the Board ras tn apparent nonconpliance wlth

Leglslatlve Rules governlng the Mlne Subsid€nce Insurance Program. The

rules state that each insurance conpany subJect to the regulatlon rdill

conplete the flest Virglnia Mine Subsldence Fund report 8t the conclusion

of each calendar quarter. Horever, our exanlnatlon of ten companies

subJect to the regulatlon showed the Board had on file only 17 of 40

reports Hhlch should have been subnitted durlng each of the flscal years

of 1988 and 1989.

l{e recormend the Board conply yith the provisions of Series II, section

4:02 of th€ Legislative Rules governing the I'line Subsidence Insurance

Program.
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AILiLe ttLe 4uLe4 a.rd. 4eguztt|tna do ae4uize e4ch conpang UaetLaey' to aelL

p4operl,A and. catu&ztg itaalarc.L lrL UL6t VL/Lgb .o. to subnt a 4eporl, the

Bead 06 A,6h q.nd, 7.n6utnce YaJa8enent hzt no ugulator| a.u.thoi.i,ttJ to

2n6o4ce thjt au2z on the bLsu4qncz eonpaniza. (See pages 20-21.)

Compensation of Board l'4embers

5. our examlnatlon shored tvo Board m€mbers were conpensated for'101 days of

servlce in calendar year 1988 Hhtch exceeds the ollouable 100 days in a

calendar yedr as set forth in the !{est Vlrglnla Code. As I result, the

Board nenbers sere over conpensated by $40.00 each in apparent vlolation

of the Uest Virglnla Code.

He recormend the Board conply wlth Chapter 29, Article 12, Sectlon 3,

Subsection (c) of the Uest Vlrginla Code, as amended, and seek

rslmbursgnent from each of the Board menbers.

lle Nll2 eonpU wi.th th1^ au.d..i.t aecotunerLdaLion. (see poges 21-22.)

Inventory Control

6. tle noted the Board has not updated lts internal lnventory records since

1985. AIso, the annual reportlng of lnventory to the lJest Virglnia state

Agency For Surplus Prop€rty as required by the Iest Virginla Code has not

been perfonned. As a result, the prob€billty for State equipnent to

becone lost or converted to personal use is increased.

l|le recomnend the Board conply wlth Chapter 5A, Article 3, Section 42 of

the est Virginla Code, as anended.

9iJce conpLetLon 06 the o.u-d.U a conpt e,te irvenioag ha6 been pel(oqe.d. atld

p4ope4-t| taa6 a(6b.ed. to 022 paopentA ouned. bg the 8oa4d. o( U6b ald

ln6u4aace Maao4ernetI. (See page 22.)
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II{IERNAL COI{TROLS AND ACCOUNTING SYSTEFI

Pan'olI Certlflcatlon Fonns

7. Prlor to August 1987, each Board nember coDleted 8nd signed a nonthly

payroll certiflcation form, shlch lndlcated the number of days in t}|e

nonth that the Board member perfonned dutles r€lated to his appotnted

offlce. After thst time, the certlfication forms r|ere no longer con-

pleted, and, as a result, re were unable to determlne the exact days vhich

vere clalned by each nember as having been horked. lle believe tenninatlon

of the certlflcatlon forn could have been a contributing factor to the

$40.00 overpajments nade in 1988 to tro Board menbers.

l{e recomnend the Board strengthen internal controls in the area of

conpensation pald to Board nenbers.

Lle. wi)I eonpL4 wll.h tfu) o.ul& 4srotttutetLaLltr. (See page 24.)

Proml uns Renlttances

8. lle noted that a political subdivtslon apparently overpaid their account by

$1,375.00 durlng the fourth quarter of fiscal year 1989. l,le deternined

that $1,375.00 should be refunded to the political subdlvision based on

our revier of the Board's billing sumnary, as rell 8s copies of checks

received and deposlts made by the 8oard.

!{6 recomnend the Board strengthen lnternal controls ln the area of prEnlun

fenlttances.

A6 tU.6 iA an lAoLalel. incld.wd. dte be.U-eve thla 4econtutQtLd4Li,on

unnz66aE!. The ovaapaqnent o( $1 ,375 haA been crLedu.e.d. to th.e aceouLt

the poU.UraZ aubdlvl^ltn to be appUe.d to 6&twLe bilzitga.
(see pages 24-25. )

,ta

o6
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II'ITRODUCTION

lJe have conpleted d flnanclal and

State Board of Rlsk and Insurance managenent.

1, 1985 through June 30, 1989.

GENEML REVENUE ACCOUNTS

INSURNCE }IANAGEMENT

conpllance audlt of the

lhe audlt covered the

IdEST VIRGINIA STATE BOARD OF RISK AND

GENEML REMRKS

tlest Virginia

period July

Exp€ndltures required for the general operation of the '.Jest Virginia

State Board of Risk and Insurance Flanagenent were made fron the following appro-

nrl ria.l A..n,'ni..

Nunber

2250-18
ztau-oo

Description

Personal Services
Unclassi fi ed
Annual Increnent
Unclassi f i ed-Supplenental

SPECIAL REVENUE ACCOUIWS

During the audit period, the t{est Vlrginia State Board of Rlsk and

Insurance lilanagenent malntained six special revenue accounts. These accounts

are used to account for the proceeds of special revenue sources or to finance

specified activities as required by law or administrative regulations. Balances

in the special revenue accounts are carried forHard to the folloying fiscal year.

The following special revenue accounts were active during the audit perlod:

Nunber Descri ption

Conmission Account; Transfer fron
Accounts 8275-09 and 8275-10.
Paynent of Comnissions for agents
of record participating in the
Publ i c Entities Insurance Pro-
gram.

Professional Liabi I ity Trust
Fund; for Special Revenue Agen-
cies; recelves funds transferred
from Account 2250-18, pdynent of
claims and insurance preniuns.

8275-06 .

8275-07 .

- .10 -



8275-08.

8275-09 . .. .

4275-10.

8275-77 -

COllPLIANCE FIATTERS

lllne Subsldence Insurance Fundi
Receives premlums fron lnsurance
conpanles i ssul ng lnine subsldence
Dol lcles: nlne subsldence inves-
tlgatlon; malntenance contracts
and other current expenses.

Publ ic Entlty Property Insurance
Trust Fund; Recelves from partl-
clpants ln Publ lc Entlties
Insurance Program; PaYnent of
preniuns, clsims and other
expenses.

Publ i c Entity Liablltty Insurance
Trust Fund: Recelves prenlurs
fron partlcipants in Publlc Enti-
tles Insurance Programi PaYnentof prenluns, claims and other
expenses.

Payrol I Clearlng account.

Chapter 29, Article 12, and Chapter 33, Artlcle 30 of the llest Virginia

Code, as amended, generally govern the Uest Virglnla State Board of Rlsk and

Insurance Flanagenent. tte tested applicable sections of the above plus general

State regulations and other applicable chapters, srticles, dnd sections of the

l{est Virginia Code as they pertain to fiscal matters. our findlngs are dlscussed

below.

Improper Subsidizatlon of Insurance Preniun

Chopter 29, Article 12, Section 5, Subsection (b) of the llest Vlrginis

Code, as anended, states ln part regarding insurance for politlcal subdivisions'

charltable and public servlce organlzations,

". . . the cost of this insurance, as determined by the board,
shall be paid by the polltlcal subdlvision or the organlzatlon
and nay include administrative expenses. All funds received
by the board shall be depostted in the ltlest Vlrginis consoli-
dated inves rent pool with the interest incone a proper credlt
to such pnoperty insurance trust fund or llablllty insurance
trust fund, as applicable. "

Further, Chapter 12, Article 2, Section 2 of the l,|lest Virginia Code, as anended,

states in part regarding the use of special revenue collections'

- 11 -



". . All noneys excepted as sforesaid' shall be pald lnto
the state treasury in the sane nanner as collectlons not s0
excepted, and shall be carried in separdte accounts to be used
ond expended only for the purposes for whlch the sane are
authorized to be collected by lar. . . ."

Durlng our exaninatlon of preniun paynsnts for insurance coverages paid

to CNA, the state's insurance provider, we noted the Board utillzed $3,252,442.00

renltted by polltical subdivlsions and other p€rtlclpants in the Public Entities

Insurance Progran to supplenent the portion of the premiuns, lrhich should have

been paid by the Board from appropriattons made fron the State General Revenue

Fund. Subsequently, $900,000.00 was repaid to the Publlc Entities Accounts

leaving $2,352,442.00 to be repaid from oeneral Revenue Funds. Also' He believe a

$2,000,000.00 settlenent rith CNA, in regard to clains resulting fron the Novenber

1985 flood disaster, tras used to pay insurance preniuns [hich should have paid

from appropriatlons made fron the Stote General Revenue Fund. our findings are

elaborated in the folloHing paragraphs.

CNA provided the General Liabtlity Insurance, the Autonobile Liability

Insurdnce and the Blanket Property Aggregate Insurance for covered State dgencies

and other entltles who Here partlclpants in the Public Entities Insurance Program

as authorlzed by Senate Bill No. 3 in 1986. The preniun charges were to be shared

based on a rational allocation basis as determined by the Board.

In fiscal year 1988, the preniuns for General Liabllity lnsurance and

Autonobile Liability Insurance were $5,680,000.00 and $2,320,000.00, respectively,

or a totai of $8,000,000.00. The prerniums rere to be paid quarterly in

installnents of $2,000,000.00 wlth equal sharing of the premiun charge betveen

State funds and public entlty monies. In fiscal year 1989, the prenium for

General Liability Insurance and Automobile Liability Insurance was $10,000,000.00.

The preniun was to be paid quarterly in installnents of $2,500,000.00 with 609 of

the premiun paid from public entity nonles and 40% of the premiun or $1 ,000,000.00

-12-



pald from State funds. In additlon, other billlngs relsted to retroactive pay-

nents on prior-perlod clalns and prerniums for the Railroad Protectlve Pollcy

should have been patd entlrely fron State funds.

The schedule belot{ shows a calculation of the Staters portlon of the

insurance prenluns pald by the use of public entlty nonles for the thlrd 8nd

fourth quarters of flscal year 1988 and flrst quarter of fiscal year 1989.

Conmercial Business
casualty Auto
Pollcy Pol icy(CCP001- (8UA001- Retro Ra i lroad

Period 57-87-06) 59-87-09) Clalns Pol lcy Totals

3rd quarter - FY 1988

Premtum Due $1 ,42O,OO0.OO $580,000.;O $-O- $-O- $2,OOO,OOO.OO
Premiun Paid 1,420,000.00 580,000.00 -0- -0- 2,000,000.00
Staters Share of

Premlurn Due (%) 50A 50% N/A N/A N/A
State's Share of
Prenlurn Due ($) 710,000.00 290,000.00 -0- -0- 1,000,000.00

Stste's Share Paid 225,000.91 92,110.09 -0- -0- 317,621,00
(Deflcit) State
shsre ($ 484,489.09) ($197,889.91) $-0- $-0- ($ 682,379.00)

4th quarter - FY 1988

Preniun Due $1,420,000.00 $s80,000.00 $-0- $-0- $2,000,000.00
Premium Paid -0- -0- -0- -0- -0-
stater s share of
Premiun Due (g) 509 509 N/A N/A N/A

Staters Share of
Prenium Due ($) 710,000.00 290,000.00 -0- -0- 1,000,000.00

State's Share Pald -0- -0- -0- -0- -0-
(Defici,t) State
share ($ 710,000.00) ($290,000.00) $-0- $-0- ($1 ,000,000.00)



Conmercial Eusiness
Casualty Auto
Policy Pol lcy

( ccP001- ( BUA001-
5/-6l-Ub ,l 3v-6/-UvJ

,r r *r-
Perlod

1st quarter -

Premlun Due

Premiun Pald*
State's Share of

Preml urn Due (l)

State's Share Paid
(Deflclt) Stste
Share

Retro
C I ains

$567,063.00
567,063,00

140&

Ral lroad
Pol icy Totals

Staters Share of
Premiun Due ($) 1,000,000.00 1/ N/A 567,063.00

$2,500,000.00 1/ N/A
4,s00,000.00 1/ N/A

40u N/A

-0- NlA

$3,000.00 $3,070,063.00
3,000.00 5,o7o,063.oo

100s N/A

3,000.00 1,570,063.00

above schedule, publ ic entity

of insurance coverage as shotdn

$ 682,379.00

1 ,000,000.00

1 ,000,000.00
567,063.00

3,000.00

s3 ,252 ,442 .00

900,000.00

$2_e,442.00

-0- -0- -0-

($r,000,000.00) N/A ($s67,063.00) ($3,000.00) ($1,570,063.00)

* Includes $2,000,000.00 representlng 4th quarter - FY 1988 Prenlun
! Beglnnlng 7/1/88 comnercial casualty dnd Buslness Auto

Prenl uns Here btlled as a slngle anount
NlA Not spplicable

As shom in the folloring surmary deriyed from the

funds have been used to subsidize the Staters share

below:

(1) State's Portlon of Premlun -
3rd quarter (FY 1988)(2) state's Portion of Prenlun -
4th quarter (FY 1988)(3) state's Porti,on of Prenlun -
1st quorter (FY 1989)(4) Retroacttve Payments(5) Rai lroad Protectlve Policy

Totdl Subsidization

Less: Subsequent Refunds

Anount Due Fron State Funds

l,le revlered the Executiye Eudget submitted by the Governor to the

Legislature for flscal years 1988 and 1989. The reviey showed the Board requested

$15,000,000.00 in fisc8l year 1988 and $9,854,717.00 in flscal year 1989 in

general reyenue dppropriatlons for the purpose of paying insurance prenitnns,



claims and other exDenses. The Governor's reconnendatlon as shom in the Execu-

tlve Budget for flscal years 1988 and 1989 yere $3,000,000.00 and 93,500,000.00,

respectlvely. Based on the ratlonal allocation formula used by the Board, the

State's share of the Comlercial Casualty Pollcy and Business Auto Policy was

$4,000,000.00 ln each of these flscal years. The amount of $4,000,000.00 would

not lnclude retroactlve clains from prlor years or other snaller insurance

policles vhich should have been paid fron the State ceneral Revenue Funds. There-

fore, lt appears the Governor's recomnended funding ras insufficlent to meet the

State's share of the cost of the insurance prograrn.

HoHever, review of the Budget Bill for flscal year 1988 shoys the Board

lras enpotered to blll State agencies in the event the general revenue

appropristions dld not meet the State's share of the cost of the insurance

program. Speclflcally, the 1988 Budget Bill stated ln part regarding the l'lest

Virglnla State Board of Risk and Insurance Managenent,

r'. . Should thls appropriatlon be lnsufficlent to meet the
requirenents of the state spending units, any excess costs
shall be a propen change agalnst the unlts and each spendlng
unit shall reimburse to the state board of insurance 8ny
anounts reqllred for that departnent for costs ln excess of
this appropriation. i

lle did not locate any evldenc€ indicating the language contained ln Budget Bill
for fiscal year 1988 l{as inplenented by billing State spendlng units to recover

the shortfd 1l in funding.

Also, He noted the Board used $2,000,000.00 recelved on June 23, 1986

fron CNA as I settlenent of clains arising from the November 1985 flood disaster

to pay additlonal prenl ms for retroactive paynents arlsing for the period July

1973 through January 1986. The total payrent nade on Septenber 29, 1986 for

retroactive claims lras $2,620,250.00. our review of the l,,est Virginia Code and

the Budget Bill for fiscal year 1987 did not shor the Board had authority to

utlllze the settlenent funds for the purpose of paying lnsurance prenims.
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Chapte|I2, Artlcle 2, Sectlon 2 of the llest Virginid Code, as anended

states in Dart.

rrAll offlcials and enployees of the State authorlzed by
statute to accept noneys due the State of [est Vtrglnla shall
keep daily ltemlzed record of such noneys so received for
deposit in the state treasury and shall deposit 'cithin tHenty-
four hours Bith the state treasurer all noneys recelved or
collected by then for or on behalf of the State for any
purposs rhatsoever . . . l,ihen so pald, such noneys shall be
credlted to the stats fund and treated by the auditor and
treasurer 8s part of the general revenue of the State: . ."

Slnce the language ln ChEpter 29 of the uest Virglnia Code and the 1987 Budget

Bill does not appear to allor the Eoard to retaln settlenent nonies, re belleve

the use of such moneys for the paynent of insurance preniums Hould be a violation

of the l{est Vlrginia Code.

lJe recomnend the Board comply cith Chapter 12, Artlcle 2, Section 2 of

the I'lest Vlrginia Code, as anended, and Chapter 29, Article '12, Section 5, Subsec-

tion (b) of the lest Vlrginia Code, as anended.

fhe 5t466 o( the Boa'Ld. o( ,th and lrL6utallce nitgenerLt iA qtmaL o( th;^

tlrLd,"ng. Houeve,L, a4 4ou nenl)ane.d. lrt qoua difu)ng[ tlLe bud.gel. 4ecotuie4d.a,t)trL

(,Lon the GovuLno4 aJa.6 l44u66lLlQfi. to nee.t the St4tzt a aht4e o( the imu4ance

co6t6. It oJaa a26o lnpo.6lbLe to b,l2l the  toie. aganclu paio,L to lulq l, 1988

becq.u6z- the Gove4no4 aperj"(loolU turat4ue,tel. oua tuaad not to bllL, thalebq nahiig

U lnpoa6lble to 4e4ov?t ou4 eoata lnofi ttL aga^c"i.zi.

L'Lth 4L4pe.c,t to tJle $2,000,00A te.tl..LenQtt 4ecQ,LvQ.d. Ltl 1986, tto Boa.4.d.

ua.6 apqop4.ia,te.d. thi6 anounl. l4 the 1990 Le4ULo,tLve ae.aai,on to 4epag th)) none4

to ttLe nerz4aaa4 pan LLea. 1tLcz agoitr the Goveqnoa waa involvei. ijr ttLU deri.at-on

to u4e the none4 to pa4 p4enLna i4ateLd o( u6lag thz 6u4d.6 604 6e,tttehenl: o(

eLdaa.

TlLe 8oa4d lLowevea NUI conplg wi-.th Ch4pter 12 and ChApteJL 29 06 the Ue41

Vlnglni-d cod.e, at ometd.ed i4 the 6u,tu!Le.
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lnsurance BlIlings

Quantitative dota used by the Board to determine and docunent the

billlngs for insurancs coverage ras not alHays retalned for the years under audlt.

Consequently, our exanlnatlon dlsclosed dlfferences ln sone cases b€tHeen the

anounts bllled State agencies for lnsurance coverage and the anounts Hhlch we

believe should have been bllled based on the Board's rating plani hot{ever' we were

unable to ptnpolnt the causes of these dlfferences. our exaninatlon of lnsurance

payments by State agencles during fiscal year 1989 showed the following:

Sponding

1

5

7

Anount'
Btlled

$ 28,904.00
191 ,852.00
111,396.00
142,684.00

6,248.00
9,764.00

calculated
BiIllns

$171,059.00
210,242.O0
't2t ,340.00
145,140.00

7,006.00
10,391.00
11 ,071 .00

Di fference

($142,1 s5.00
(r 8,390.00
(9,944.00
(2,456.00

( 758.00
(627 .00

'1 .189.0012,260.00

$676,249.00 .$123,_141_..qq)

Based on the results of our testing, it appears these seven State spendlng unlts

lrere bllled a net anount of $173,141.00 less than the anount called for under the

Board's rating plan. Because adequate docunentatlon was not retained, we 'l{ere

unable to reconcile the differences.

The blllings for particlpants in the Public Entlties Insurance Progran

r{ere based on the provisions of Executive order 12-86 issued by Governor t'loore 0n

June 30, 1986 rhlch states in part,

". I do hereby oRDER that the liability insurance coverage
which is set up by the llest Virginia State Board of Risk and
Insurance l'{anagenent shall have the sane linlts of liability
and deductible as the entitiers present policy, it shall have
the sane preniun paynent as the last annual payrent made by
the entity, it shall rcquire that trenty-five percent (259) of
the annual premlum be paid imediately. r

Subsequently, the Board approved rating plans fof volunteer fire departments,

rescue squads and prinary care clinics. lle examined the initial billings of



selected publ lc entlties

approved rating plan, as

Public
Entl ty

I

5

E

based on the provislons of Executive order l2-86

appllcable and noted the folloHlng:

or the

$11 ,988.00
10,380.00
8,774.00

980.00
8,540.00

Amount
BllIed

Calcul ated
Billins

$15,260.00
9,408.62
8,836.00
't ,383.00
8,174.00

$43,06r.62

Difference

($3,272.00)
o7t ?c
(62.00)

(403.00)
366,00

($2,39e.62 )

Eased on the results of our testing, it appears these flye publlc entlties were

billed a net enount of $2,399.62 less than the arDunt called for under the

provislons of Executive order 12-86 or the applicable ratlng plan. Because

adequats docunentatlon yas not retained, He ',{ere unable to reconcile the

di fferences.

In performlng our exanination of public entitiesr l nsurance 
. 
coverage, re

learned that tJte Board's staff is using a ratlng plan for local solid Baste

authorities that does not appear to have been fonnally approved by the Bo8rd. He

noted the bllllngs rere based on rhether the solld waste authorlty operated a

landfill, nunber of vehlcles used and $1.00 per each $100.00 of property and

equipnent insured. tle revlewed the minutes of the Board meetings and could flnd

no evidence rihere the Board formally approved the ratlng plan.

lle recornnend the Board conpute insurance billings based on

provlsions of Executive order 12-86 or the Board approved rating plan,

sDDl lcable.

uh)le ure. ag4ee thol. 6otte docuheL,ta -on udE not 4os.a.i.ned 604 the a.u.di.t

put Lod. th.?,,1e aLe no&J dldp^utt (ac.to46 thot cir eont4i-bute to the (2nctu.a.t-i.tn ol

the p4ehLn6 notel. on thz Sto,te 6perld.;49 unjL6. fhe. La4ge,at dLt(?^znee ol

$142,155.00 desL4 uah the ue4t Utt glniL sto,te Pol,Lce ar.d thLi^ peralon 6und.

AherL tie pLenL.tna Nene calcuLo.ted. and. appoi.tiined. to gene ol otd. aper)4l 4evQnue

as
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baAe.d. upon budgd. i&.ioana. an p,Lovued b! ttLe aperLd'Irg utita, tho statz Pol)re

Ahowel d. LatLgz apQ tL ,LevenLe bu.dgea bela.uaz of the pzltaitn pun. ThaLL{o4e 4

naloaLtq ol thdn p42n1rn wat chartgel. to 4per.itl 4euenuz. A[teJL |uttthat 4evi'2it

q4d. dlAeuAAltn4 wUh tJlz St4te PoLjae thei./L p4enitn Naa 4etl'toct'te.d, to bz eovened

bg the- Aene442 Reveaue- app4opa).ol).on aereiv2d, bA the Boo.nd ol Rlah w6h orLU

$28,9A4 butLg bi)lel. aeLtLg to the. agQnca.

The (tur.tuttion bt thz- othuL 6i, 6ttt2. apetfu$g unLa can be att4ibu'tz.d

to varLLou4 [ac.to46. Th2- o gltul eo"LcuLtti.onE qeze no.de i4 e!,LU 1988 (04 FV

1989. Be[o4e thL p4utl.,rna qe./Lc ac.tual]U bi,lLed thc agerLcq coull. hove |e'ducd

thetL p'Lopeatg ztpoaurL, eLdat couLd. have bzoa {ettLL.d 6oE 2e4a thLrl zeAe,wel on

the c2d)n thuA ,Lz.d.uaiizg the pae )ln coa't and. clt iri' na4 have bzen chaaged. to the

N4ong agencu ei.therL ,Leducttg oa inc4ea6ltg the paQ Jt, chaage.

oJlth 4eApett to the bt!/)rg6 to thz puhu.a. ent'i1i2.6, agail ue agaze thtL

aone d.ocunenttti-on uea not 4etd4ei. HoNev?Jt, be!^uae the Boaad. d.Q.Llde.d. to nohe

evezq pubt)t 2n .t4 a4 a.d tnLL irl6u4ed. otL the Statet a na4tul poI)LA, 6onz

o-d.iuAtnQ.nta uefte na.dc to paQairnt @4 eltti.tiza attaLed. thz p4og4tn be44Jr4e the4 had.

no)ez pu4cha{ed the eonp4ehenaLvL cover4ge4 ottQzen bg the Bodnd. o( Ualz and.

lnauni.ttcz^ MAo lr the caae o{ 6one ei.ti.Llz6, poiLi.an6 o( thoa4 itt6u4ance we4e

rcpau.ted 6aon the ou4.&ql potai-2A and N4il,tu a ep44a.te24 d.ue to budge'ta^g

4ea6orL6. Fo,L thL[e ,Le46ona the atnount biL2ed. na.U di|dea 64on Aouft anourt

ca,Lcultted haAel upon the. pol)Liea and docunoalalion in the 6Ue-

Ui.th ieaper.t to the aou.d. ddate au'tho4i.tv 4a ng ptaJL, u aUL be

p4zAei,te.d. to thz Board. 604 (o"Jra,L qppaoval aa 6oon et poaai,bLe.

Source Docunents Unavallable For Audit

Chapter 5, Artlcle I, section 17 of the l{est Virginia Code, as anended,

"No record shall be destroyed or otherwise disposed of by any
agency of the state, unless lt is detemlned by the
adninistrator and the director of the division of srchives and
history of the departnent of culture and history that the

states,



record has no further adnlnlstrative, legal, flscal, research
or historlcal va lue. '

our exanlnatlon shoHed certain source docunents reouired to detennine the Boardrs

conpliance wlth t-tre provlslons of the l{est Virginia Code }rere not retalned.

speclflcally, nlne subsldence reports required to be submltted rlthln
45 days after the end of each calendar quarter Here not avallable for 35 of 39

lnsurance conpanies exanined by us for the quarters ended Septenber 30, '1987 and

December 31 , 1987. Accordingly, we Here unable to detennine if the correct

anounts renitted for nine subsldence insurance premi uns were recorded in the

Board's accountlng records, and uhether the reports rere subnltted Hlthln 45 days

after the end of the calendar quarter as required by ldr..

Ue recomnend the Board conply rith Chdpter 5, Article 8, Section'17 of

the Uest Vlrginla Code, as anended.

TqLL. n]tle Eubtaence 4eporl.a ner*)onQ.d. bL tU) Lz.onnenda.t)orL tJLvolvz

conpa.n)-z-A who ltL thL aevu ge.dz hlatoag 06 ttLe Lllne Suh6ue4ce p4og4qn h.eve Leve

6oU a AiagLe nirle auhai.d.eacz potlaA. ThL quta.to'LLA DLitLe tuhaid.eiee 4epo4t ta

,Lelelvel., 4elo4d.el. a6 ze o aad then d.eat4oge.d. fhi.t natr,tg i^ done due to Ijniled.

At4(l ann Linted tlnQ- 604 6ujlg and. nobd.altbtg o( ae.a.oad.a. A conpu,te4 copq 06

tU"4 4epo4t it av Lable at a.ng tiae,

Subnission of Quarterly Mlne Subsidence Reports

Series II, Section 4:02 of the Legislative Rules of the I'lest Virginia

State Bodrd of Risk and Insurance Managenent regarding required reporting

concernlng nlne subsidence preniums states,
14:02. Fund Reporting - Quarterly, each Insurance Conpany
subJect to thls regulation shall conplete the ttest Virglnia
liline Subsidence Fund Report. Refer to Appendix E for report
formdt. The following lnfonnation nill be required:

A. Policy Count by County;

B. The anount of gross preniuns less cancellations during the
quarter rounded to the nearest dollar;

C. The net Dreniuns due the State.
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The completed report, along lJlth the net premluns due the
State, if any, shsll be returned to the Board wlthin forty-
flve days after the quarter ends.t'

le selected ten companies rhlch |{ould have been subject to the reporting

provlsions set forth in the legistatlve rules durlng fiscal years 1988 and 1989.

Slnce each company should have flled a report each quarter, the Bodrd should have

received a total of 40 reports regardlng these conpanies during the partlcular

flscal year belng exanlned. t{e found the Board recelved only 17 of 40 reports in

each of these flscal years. Board personnel lnforned us that in sone cases,

reports lrere not retslned and ln other instdnces, the lnsuranc€ conpany responded

by Yrltlng a letter lndlcatlng the conpdny did not write mlne subsidence coverage

dnd therefore dld not conplete the report; horrever, in nost cases these lettsrs

were not retained by the Bodrd.

l,e recomnend the Board comply $lth the provislons of Serles II, Sectlon

4:02 of the legislatlve rules governing th6 I'line Subsldence Insur8nce Progran.

uhne th,e 4ulea ond 4egultt)tn6 d.o 4eqd4e cteh conpqn4 Ur.enaztr to 6zu

p4opLLt! a,4d, colu.q2.ful haalonce br Azat Vblgb)a to 6ubnil a. 4epo|.t, the Boa4d ot

Ri.th and. IrL6untJLce Matngenent haa no ne4u2o.toa4 autho -tg to en6o,tcz thil nu2e on

the irLlunance cowani24. TU,6 aulhoal,tq kt26 uiLh thz IntuLarLce Coinia6lnn24 uho

U.he n4nq othe a.gencLu, L4 und?,4 ato.[(ed ond unolte to cherh 6oi nino4 non-

conpt)-aneet 6uch @6 tUA otle..

Conpensation of Board llembers

Chspter 29, Article 12, Section 3, Subsectlon (c) of the Hest Virginla

Code, as amended, states in part,

nEach menber of the board shall receive the sun of forty
dollars per day for each day's services actually perfonned for
such board 8s rell as all necessary expenses lncurred in the
performance of their duties, not exceeding one hundred days in
dny one calendar year. . .r'
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our examlnatlon shoHed tHo Board menbers vere compensated for '10i days of service

ln calendar year 1988. As a rssult, the Board manbers r{ere over compensated by

$40.00 each ln apparent vlolatlon of the ldest vlrginta Code.

l,le reconnnend the Board conply rith Chapter 29' Article '12, sectlon 3,

subsectlon (c) of the Hest Virglnla Cods, as anended, and seek relmbursenent of

$40.00 fron e8ch of the Board nenbers.

Upon 4u-e)Ft o( the ranet o( ttle t\o Boo.,Ld nenbuLi who wuLe ovenpa,Ld the

6fa.6( wUl Azeh 4dtbua6ene!,t 6aon 6ot-d. nenbe^a,

Inventory Control

chapter 5A, Artlcle 3, section 42 of the west Virglnla code, as anended,

ststes,

iThe head of every deparfircnt of the state governnent shall,
on or befor€ July fifteenth of each year, file wlth the
dlrector an inventory of all real and personal property, and
of aIl equipnent, supplies and conmodities in its possession
as of the close of the last fiscal year."

As I part of our exaninatlon lie revie',{ed the lnventory control procedures utllized

by the lest Vlrginia State Board of Risk and Insurance I'lanagenent.

I'le noted the Board has not updated its internal inventory records since

1985 and the lnventory reporting requlred by the abovgltentioned llest Virginia

Code section has not been perfonned. As I result, the probability for State

equlpment to becone lost or converted to personal use ls increased.

lde recormend the Eoard conply with Chapter 5A, Article 3, Section 42 of

the Uest Virginia Code, as snended.

siJrce conpll,UtrL of the aul,l,t a cgnpLete iLvento4A ha6 been pe^[orte.d

and. p4opadg tqg6 afti-xel. to alL paope ,tA oune.d bg the Ua4d. o( R b and In4urla4ce

Mqn4gunent,

II'ITERNAL CoMTRoLS AND ACCoUNTING SYSTEM

As a part of our exanination,

internal accounting control to the extent

we revieBed and tested the systen

considered necessary to evaluate

of

theYE
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systen as required by generally accepted auditing standards. under these

standards the purpose of such €valuation is to establlsh a basis for r€llance

thereon ln deternlnlng the nature, tlning and ertent of other audltlng procedures

that are necessary for expresslng an oplnion on the financial statenents.

The objective of internal accounting control 1s to provide reasonable,

but not absolute assurance as to the safeguarding of assets against loss from

unauthorized use or dlsposition and the rellabtllty of flnancial records for

preparing financlal stotements and maintsinlng accountability for assets. The

concept of redsonable assurance recognizes that the cost of a system of lnternal

accountlng control should not exceed the benefits derived and also recognizes that

the evaluation of these factors necessdrily requlres estinates and jud$nents by

managenent.

There are lnherent llmitatlons that should be recognized in considering

the potential effoctlveness of any system of internal accountlng control. In the

perfornancs of most control procedures, errors can result frqn misunderstanding of

lnstructions, nistakes of judgnent, carelessness, or other personal factors.

Control procedures whose effectlveness depends upon segregatlon of duties can be

clrcunvented by collusion. Slntlarly, control procedures can be clrcumvented

lntentlonally by nanagenent with respect elther to the execution dnd recordlng of

transactions o dith respect to the estinates and Judgnents requlred in the

preparation of flnanclal statEnents. Further projectlon of any evaluation of

lnternal sccounting control to future peri,ods is subJect to the risk that the

procedures nay become inadequate because of changes tn condltions snd that the

degree of compllance with the procedures nay deteriorate.

our study and evaluatlon of th€ systEn of internal accounting control

for the period July 1, 1985 through June 30, 1989, rhich tras nade for the purpose

set forth in the first paragraph above, would not necessari lJ' disclose all
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weaknesses in the system. Horever, such study and evaluatlon disclosed conditions

that we belleve to be Heaknesses.

Payroll Certificatlon Forns

Prlor to August 1987, each Board nenber conpleted and slgned a nonthly

payroll certlficatlon form, rhich lndlcatsd the number of days ln the nonth that

the Board nenber perfonned duties related to his appointed office. After that

tlme, the certification forns l{er€ no longer completed, and, as I result, }{e were

unable to determlne the exact days whlch rere clalmed by each nenber as havlng

be€n worked. l{e belleve tenninatlon of the certification form could have been a

contributing factor to the 940.00 overpaynents nade ln 1998 to tuo Board menbers.

l{e recomEnd the Board strengthen internal controls lD the area of

conpensation Daid to Board menb€rs.

Etie.cLbz luU l, lS90 pa!4ou canlL(l4qtjitL (04'tt wlll bz 4d4ateied

to4 thz Boa4d. Menbe4a.

Preniun Renlttances

In our examinatlon of bllltngs related to the Public Entitles Insurance

Program, ble noted that a political subdlvlslon apparently overpaid thelr account

by $1,375.00 durlng the fourth quarter of fiscal year '1989. The qudrterly

preniums set by the Board for thls partlcular account were $1,375.00 for liability
insurance and $1,220.00 for property insurance. Apparently, the 9,|,375.00

received ln the third quarter of FY1989 for llability lnsurance was not posted to

the Boardrs billing sr.omary resulting in an unpaid balance according to the

accounting records. As a result, $2,750.00 ras billed ln the fourth quarter of Fy

'1989 and !,as paid by the polttical subdivision. Our deternination that $1,375.00

should be refunded to the political subdivision is based on our revier of the

Board's billing surunary, as rell as copies of checks received and deposits made by

the Board.
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Ue recom',lend the Board strengthen lnternal controls ln the area of

Prefllun renittancos.

AA tfu-A U an laoLated. inu.da.rLt we bQ2leve. thLa 4eLonnerldallon la

utue4.zAAa.4A. The ovupa4nerlt o( 51,375 hta beerl caelltei to thz aceoutd od the

polLtLctl tuhdivi-ti,on to be applted to [u.tn4e b.22i4gA. Th)) once oBdL cotl be-

q,ttftlhu,ted. to a Lach of p4ope . att dpng cau{irg 6onz qznhne44e4 tt brte nol

cort4oLt.

-25-



INDEPENDENT AUDITORS' OPINION

The Jolnt Comlttee on Governl€nt and Finance:

As described in Note A, the
cash and nodified cash bdsis
bases of accounting other
pri nci pl es.

hle have audlted the statenent of approprlatlons/cash receipts,
expendltures/di sbursenents and changes in fund balances of the l{est
Vlrglnla State Board of Risk and Insurance Management for the years
ended June 30, 1989 and June 30, 1988. The financlal statenent is the
responslbility of the nandgenent of the liest Virglnia State Board of
Risk and Insurance managenent. our responsibility is to express an
oplnlon on the flnancial statenent based on our audit.

Except as dlscussed in the following paragraph, se conducted our audlt
in dccordance Hltjl generally accepted audittng standards. Those
standards requlre that ne plan and p€rfom the audlt to obt8in
reasonable assurance about whether the financial statsrent ls free of
naterlal nisstdtement. An audit lncludes exanining, on a test basls,
eyidence supporting the anounts and dlsclosures ln the financlal
statement. An audlt also lncludes assesslng the accounting principles
used and slgnlflcant estimates nade by nanagenent, as vel I as
evaluating the overall financial statenent presentatlon. l,Je believe
that our audit provldes a reasonable basls for our opinlon.

Quantitative data used to detennlne the blllings for insurance
coverage ras not alrays retained by the Board. As a result, we were
unable to recalculate premluns charged by the Board, nor were re able
to perforr alternatlve procedures to satisfy ourselves as to the
falrness of the blllings for lnsurance coverage.

flnanclal statenent was prepared on the
of accounting, nhlch are conprehenslve
than generally accepted accounting

In our opinion, except for the effects, if any, of the Department's
dlsposal of the quantitative data used to deternine the billings for
lnsurance coverage and our inability to apply alternatlve procedures
to sattsfy ourselves as to the falrness of the anounts btlled for
insurance coverage as noted ln paragraph three above, the financial
statenent referred to above presents falrly, in all naterial respects,
the approprlatlons and expendltures and revenue collected and expenses
paid of the Uest Vlrginla State Board of Rlsk and Insurance llanageflent
for the years ended June 30, 1989 and June 30, 1988, on the bases of
accounting described in Note A.
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our audlt ras conducted for the purpose of fonnlng an oplnlon on the
basic flnanclal statenent taken as I yJhole. The suDDlernental infonna-
tlon ls presented for the purposes of additional analysls 8nd is not a
required part of the baslc flnancial statenent. Such lnfornatlon has
been subjected to the audlting procedures applied in the audit of the
baslc flnanclal stateni€nt and except for the effects, if any, of the
matters discussed ln pdragraph three above, ls fairly stated tn 8ll
naterlal respects in relation to the basic financlsl statenent taken
as a $hole.

Respectfully subnitted,

a.,' /4r/ h/'
. / ry2Jy'4,et',/V I t't tv L t'La'
fhedfdrd L. Shanklln, CPA, Director
Legislative Postaudlt Division

January 3, 1990

Audltors: l,lichael E. Sizenore, CPA, Supervlsor
Rdndal L. Thomas, Auditor-in-Charge
Beverly E. Mangus
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IIEST VTRGINIA STATE BOARD OF RISK ND INSURANCE MMGEMEI'IT
STATEIiIEI'IT OF APPROPR IAT IONS/CASH RECEI PTS, E XPENDI TURES/

DISBURSEIiIENTS AND CMNGES IN FUND BALNCES

ceneral
Revenue

Year Ended June 30 1989
Special
Revenue

Conblned
Totals

$ 6,700, r 08.00
22,045,272.52

691 ,659.85
4,819.68

29,441,860.05

266,778.21
20,829,500.75

3,966.25
2,070,001.47

Approprtations,/Cash Recel pts :
Appropri ations
Insurance Preniums
Esrned Interest
Refunds

Expendltures/Di sbursErents:
Personol Servlces
Current Expenses
Repairs snd Al teratlons
Equi pnent
Paynent of Clains
Refunds

Appropr I at i ons/Ca sh Recelpts:
over (Under) Expenditures/
Disbursenents

Explrations and Expendltures
After June 30

Beginning Balance

Transfers to Pay Insurance
Premiuns and Adninistrative
Expenses

Ending 8al ance

-0-
22 ,045 ,272 .52

691,659.85
4.819.68

22,741,752.05

266,778.21
20 ,7 42 ,296 .75

-0-
J r voo.z5

2 ,070 ,001 .47
221 .511 .80 221 ,511 .80

87,204.00 23,304,554.48 23,391,758.48

$ 6,700,108.00

-0-

6,700,108.00

-0-
87 ,204.00

-0-
-0-

-0-

6,6'12,904.00

(18s,825.00)

(6 ,427 ,079 .00)

$ -o-

(562 ,8O2 .43)

-0-

20,412,179.60

6,050,'101 .57

(185,825.00)

20 ,412 ,179 .60

427 079.00

$26,276,456 .17 $26,276,456,17

-0-

See Notes to Financial Statenent
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General
Revenue

$ 2,909,339.00

-0-

Year Ended June 30 1988
Speclal
Revenue

$ -0-
1s,428,300.20

1 ,035 ,273 .43
-0-

Combined
Totals

$ 2,909,339.00
15,428,300.20

1 ,035,273.43
-0-

2,909,339.00

-0-
703.38
-0-
-0-
-0-
-0-

16,463,573.63

255,894.37
8,03't ,114.52

1 ,293.46
5,290.10

1 ,494,168.12

19 ,372 ,912 .63

255,894.37
8,031,817.90

1,293.46
5,290.10

1,494,168.12
4.868.00 4,868.00

703.38 9,792,628.57 9,793,331.95

2,908,635.62

(19,778;06)

-0-

(2,888,857.56)

$ -o-

6,670,945.06

-0-

10,852,376.98

9,579,580.68

('r9,778.06 )

10 .852 ,376 .98

2.888.857.56

$20 ,412 ,179 .60 $20.412,179.60

-0-
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I{EST VIRGINIA STATE BOARD OF RISK AND INSURNCE MNAGEMENT

NOTES TO FIiIANC IAL STATEMENT

Note A - Accounting Policies

Accountlng lt'lethod: The modlfied cash basis of accounting is follored for the
General Rdvenue Fund. The nalor modificatlon fron the cash basis is that a 31-day
carry-over perlod ls provtdad at the end of each fiscal yesr for the payment, of
obligatlons lncurred in that year. All balances of the General Revenu€ Fund

approprlations for each fiscal year expire on the last day of such flscal year.and
rbvert to the unapproprtated ;urptus of the fund from which the applopriations
rere made, except that bxpenditure! encunbered prior to the end of the fiscal year
nay b€ patd up io 3l days'after the fiscal year-endi hosever, approprlations for
buildin;s and land renain ln effect untll t-hree years after the passdge of the act
by whlch such approprlattons }lere nade. The cash basls of dccountlng ls folloued
bi dll other funds. Therefore, certain revenue and the relsted assets are recog-
nized when received rather than when earned, and certain expensss 8re recognized
when pald rather than lhen the obligation ls tncurred. Accordingly, the financial
statement ls not lntended to present flnanclal position and results of operatlons
in confonnlty 'l{ith generalty accepted accountlng princlples.

Expenditures paid sfter June 30 ln the carry-over period and explratlons rere as
fol lows:

Expendl tures
Paid After June 30

Explratlons
July 31, July 31,

'1989 1988

Personal Services
Annual lncr$Ent
Unclassl fled
Unclasslfied -
Supplenental

$ 83,820.00 $ -0-
936.00 -0-

101 ,069.00 19,778.06

-0-

$1!!,82i-.9q $19,778.06

-0-

't989

q-o-

1988

$-0-
-0-
-0-

-0-
(l-n-

Conbined Totals: The conbtned totals contain the totals of sinilar accounts of
the various funds. Slnce the appropriations and cash receipts of certaln funds
are restricted by varlous lars, rules and regulatlons, tie totaling of- the
accounts is for menorandur purposes only and does not indicate that the conbined
totals are available ln any nanner other than that provided by such laws, rules
and regulations.

NoteB-PensionPIan

All eligible enployees are nembers of the l{est Virginia Public Enployees'
Retirenent systen. Enployees' contrlbutlons are 4.5 of their annual conpensatlon
and employees have vested rights under certain clrcunstances. The llest Virginla
PubIic Enployees' Retirenent Systen ndtches contrlbutions at 9.5% 0f the
conpensation 6n which the enployae made contrlbutions. Horcver, Iegislation
susbended all of the matching toniributions by PERS during fiscal year 1987. The
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Uest Virglnla State Board of Rlsk and Insurance Management matches contrlbutlons
at 9.59 of the compensatlon on yhich the enploye€ nade contrlbutions for all
enployees trhose compensation ls pald from any funds other than appropristlons fron
the General Revenue Fund of l,iest Virglnla. The llest Virglnls State Board of Risk
and Insurance Management's pension expendltures were as follows:

l'llne Subsldence Insurance Fund

Publlc Entlty Property tnsurance Trust Fund

Public Entlty Llabtllty Insurance Trust Fund

l{ote C - Investnents and Fund Balances

The conDonents of the fund balsnces were as follows:

Conmisston Account - Account (8275-06)
cash
Investments

$ 7,699.48

5,337 .97

9,292.85

$22.330.30

Year Ended June 30
'1989 1988

c 6 71r Ari

6,585.62

$17,633.38

Year Ended June 30

1989 1988

$14,349.98
-0-

$82,540.30
-0-

Professional Llabillty
Account (8275-07)

Cash
lnvestnents

Publ lc Entity Insurance
Account (8275-09)

Cash
Investnents

Trust Fund -

Trust Fund -

$1,280,959.58
-0-

419.81
-0-

I'line Subsidence Insurance Fund -
Account (8275-08)

Cash
lnvestments

SU99'959-.9q 419.81

249,741.35
129.797 .96 380,743.57

E 585JE 4 s!.,99!,4q.94

$ 1,086,134.64
2,749,747.77

$ 300,154.85
2,057 ,936.61

$ 2,358,091.46

540.30

835.882.41



Year Ended June 30
't989 ,| 988

Public Entity Llabillty Insurance Trust Fund -
Account (8275-10)

cBsh
Investnents

$ 4,276,525.97
11,282,972.21

$ 2,358,460.39
10,982,177.91

$19,$9,199.8 $!.J4q,E!=3q

In relation to the lnvestnent balances disclosed above. subsequent to June 30,,|988 sizable losses rere reported by the l,{est Vlrginia State Board of Investnents
as havlng occurred during the period April 1, 1987 through June 30, 1987. The
aniount shohr as Inveshlents above has not been adlusted to reflect any decllne ln
the available balance of lnvested funds. The t{est VlrginiE state Board of
Investments has not deternined the required adjustment necessary to reflect any
decline in the balance of lnv€sted funds. Instead, the l{est Virglnia State Board
of Investrents has voted to establlsh 8n amoritization fund conposed of zero
coupon bonds to fund any deficlt ln the Consolidated Fund Unrestricted - Pool
Nunber 100.

Note D - Intra-Account Transactions

The follovlng intra-account transactions have been eliminated:

Year Ended June 30

Speclal Revenue

1989

S5-A3'9484

'1988

ea 6?2 ,to 6q

Note E - Mine Subsldence Premiufls

The Uest Vlrginia State Board of Rlsk and Insurance Managenent did not retaln all
qusrterly I'lest Virglnla filne Subsidence Fund Reports subnitted by insurance
companies. The Board considers the potential anount of unremitted nine subsldence
Dreniums to be an inmaterial anount in relation to the flnancial statement taken
as I }hole.
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Personal Services - Account 2250-00

Annual Increment - Account 2250-66

Appropri atlons

Expend itures

VIRGINIA STATE

STATEI4EI'ITS OF

Transnittals Paid After June 30

Bal ance

BOARD OF RIS( AND

APPROPRIATIOI|IS AND

GENERAL REVENUE

INSURAI{CE MAXAGEMENT

EXPENDITURES

$ 83,820.00

95,9oo. oo

Year Ended June 30
1989 1988

$ -0-Approprlatlons

Expenditures:
Transfers to Payroll Clearlng Account
Account (8275-77)

Transmittals Paid After June 30

Balanc€

Unclasslfled - Account 2250-18

Approprlations

Expenditures:
Current ExDenses
Transfers to Professional Ll abi I ity
Trust Fund - Account 18275-071

Transfers to Publlc Entlty Property
Insurance Trust Fund - Account (8275-09)

Transfers to Public Enttty Liabillty
Insurance Trust Fund - Account (8275-10)

Transfers to Payroll Clearing -
Account (8275-77)

Transinlttals Paid After June 30

Bal ance

12,080.00 -0-
83,820,00 -0-

-0-

-0-

$3,603,272.00

87,2o4.oo

3,414,999.00

-0-

-0-

-0-

$2,909,339.00

703.38

500,000.00

2,317 ,621 .00

502.203.00 889.560.94
101,069.00

-0-

19,778.06

$ 101,069.00 $ 19,778.06

936.00

-0-

-0-

-n-
936.00

-0-

-0-

-0-

936.00 $ -0-



I,JEST VIRGINIA STATE BOAPD OF RISK AND INSURANCE i'IAIIAGEIIENT

STATEMEMI OF APPROPRIATIONS AND EXPENDI]URES

GENERAL REVENUE

ljnclasslfled - Supplenentsl -
Accounl,2252-18

Approprlations

' Expendltures:
Transfer to Mlne Subsldence Insurance

Fund - Accouni. (8275-08) 3.000.000.00 -0-
-0- -0-

-0- -0-

$------:9:- $:9:--

Year Ended June 30,
1989 1988

$3,000,000.00 $-0-

Trsnsnlttsls Pald After June 30

Bal ance

-Ja-



HEST VIRGINIA STATE BOARD OF RIS( AND INSURANCE MANAGEIIENT

STATEI'IENT OF CASH RECEIPTS, DISBURSEMEITIS

AND CHANGES IN CASH BALANCE

SPECIAL REVENUE

Colltrlllsslon Account - Account 8275-06

Cash Recelpts:
Transfers fron Publ lc

Insurance Trust Fund
Trsnsfers fron Publ lc

Insurance Trust Fund
Refunds

Dl sbursenents:
Current Expenses
Equi pnent
Paynent of CIslns

Entlty Property
- Account (8275-09)
Entity Ll abl I tty
- Account (8275-10)

743,727.68

811,918.00

811 ,918.00

(68,190.32 )

82,540.30

$_4,!49.9q

455,044.00

436,062.00
993.00

31J68.32
468,523.32

(13,479.321

96,019.62

i_9?,!39_!q

$145,160.00

597,901.00
656.58

Year Ended June 30
1989 r 988

$ 73,438.00

381,605.00

Ca.sh Receipts (Under) Di sbursenents

Beginnlng Balance

Endlng Balance
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I.JEST VIRGINIA STATE BOARD OF RISK AND INSURANCE MNAGEIIEI\IT

STATEIiIENT OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCE

SPECIAL REVENUE

Professlonal Liabillty Trust Fund -
Account 8275-07

Cash Recelpts:
Transfers fron State General

Revenue Fund
Transfer fron Mlne Subsldence

Insurance Fund - Account (8275-08)
Insurance Prenluns
Refunds

Dl sbursenents:
Current Expenses
Payrent of Clalns
Transfers to Publlc Entlty Property

Insurance Trust Fund - Account (8275-05)
Transfers to Public Entity Llabillty

Insurance Trust Fund - Account 18275-10\

Year Ended June 30

1989 1988

$ 3,4'14,999.00

3,000,000.00
5,493,497.00

4. 1 s3.00
1 1 ,912 ,649 .00

I,440,471 .00
1 ,243,034.23

280.357.00

665,693.00

14,487.31

-0-

-0-

-0-
-0-

Refunds

Cash Receipts over

Beglnnlng Ealsnce

Endlng Balance

(Under) Dlsbursenents

10 .632 .109 .23

1 ,280,539 .77

4'1 9.81

) I rZOUtYJy.SO

14,487.31

(14,487.311

14,907.12

$ 419.81

2.554.00



IdEST VIRGINIA STATE BOARD OF RISK AND INSURAflCE MANAGTIIEI'IT

STATEI4ENT OF CASH RECEIPTS. DISBURSEI4EIVTS

AND CHANGES IN CASH BALANCE

SPECIAL REVTNUE

l{lne Subsldence Insurance Fund -
Account 8275-08

Cosh Receipts:
Transfers fron State General Revenue Fund
Insurance Preniuns
Transfers fron Publ ic Entity
Liability Insurance Trust Fund -
Account (8275-'10)

Dlsbursements:
Personal Servlces
Current Expenses
Repairs and Alterations
Equl pnent
Payment of Cl alms
Transfers to Professlonal Liabil ity
Trust Fund - Account (8275-07).

Refunds
Transfers to Hest virginta State Board
of lnvestments (Net)

Cash Receipts over (Under) Disbursenents

Beginning Balance

Endlng Balance

Year Ended June 30
I OAO 1988

(1 nnn nnn nn c -n-
1,539,239.70 1 ,643,691 .55

24.714.20
4,5r.9,239 .70

87,771 .42
192,959.16

1,668,405.75

2,521 .91
284,103.51

3,000,000.00
215,665.80

-0-

59,936.82
127 ,171.54

428.46
1,112.40

330,965.70

-0-
4,868.00

550.000.00 500.000.00
333.021 .80 024.482.92

206,217.90 (356,077.17)

249,7 41 .35 605,8'18.52

$ 455.959.25 s 249,741.35
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UEST VIRGINIA STATE BOARD OF RISK AND INSURANCE I4ANAGEMENT

STATEI.4ENT OF CHANGES IN INVESTIIENT EALANCE

Investments - Account 8275-08
lli ne Subsldence Insurance Fund

Interest Reinvested

Deductlons:

Ye€r Ended June 30

Addltl ons:
Transfers to state Board of lnvestflents $ 600,000.00 51,500,000.00

199,054.39 281,338.02
799,054.39 1,781,338.02

Uithdrarals from State Board of Investnents 50.000.00 -0-
749,054.39 1,781,338,02

Beglnning Balance

Endlng Balance

4,3€0,743.57 2,599,405.55

1989 1988

E_,12e,1311s- $4_,389,243.12
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IdEST VIRGINIA STATE BOARD OF RISK AND INSURANCE MANAGEI4ENT

STATEI4ENT OF CASH RECEIPTS. DISBURSEMENTS

AND CHANGES IN CASH BALANCE

SPECIAL REVENUE

Public Entlty Property Insuranc€
Trust Fund - Account 9275-09

Cash Receipts:
Insurance Prenluns
Transfers from State General Revenue Fund
Transfers from Professional Llabt I ity
Trust Fund - Account (8275-07)

Dlsbursenents:
Personal SerYlces
Current Expenses
Equipnent
Payment of Clalns
Transfers to Comllsslon Account -
Account (8275-06 )

Transfers to Uest Vlrglnla Stste
Board of Investments (Net)

Year Ended June 30
1989 1988

$3,167,053.92 $2 ,679 ,728 .02
500,000.00-0-

280,357.00
3,U7 ,410.92

60,640.49
1,361 ,860.45

129.99
493,640.20

't45,'t60.00

3,179,728.02

1,116,742.99
1 ,501.68

1,052,746.79

73,438.00

Cash Recelpts oyer Disbursenents

Beglnnlng Balance

Ending Bal ance

600.000.00 730,000.00
661 .431 .13 030.567.61

785,979.79 149,160.41

300,154.85 150,994.M

$1,086,134.64 $ 300,154.85
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HEST VIRGINIA STATE BOARD OF RIS( AND INSURANCE I4ANAGEMENT

STATEI,IENT OF CHANGES IN INVESTMENT BALANCE

Addltlons:
Transfers to Stste Board of Investnents $1,000,000.00 $,t,000,000.00
Interest Relnvested 91,811.16'r13.989.93

1,091,811.16 1,1'13,989.93

Deducti ons:
. llthdrawals fron Stste Board of InveshEnts 400,000.00 270,000.00

691 ,811 .15 843.989.93

Investfients - Account 8275-09
Publ lc Entlty ProDertv Insurance
rrusr runo

Eeglnnlng Balance

Endlng Balance

Year Ended June 30
1989 1988

2,057,936.61 1 ,213 ,946.68

$2,749,747.77 $2,057,936.61



I{EST VIRGINIA STATE BOARD OF RISK AND INSURANCE IIANAGEI.4ENT

STATEI'IEIIT OF CASH RECEIPTS, DISBURSEIiIEITS

ND CHAI{GES IN CASH BALANCE

SPECIAL REVENUE

Public Entity Llabllity Insurance
Trust Fund - Account 8275-10

Cash Receipts:
Insurance Ptenl ums
Transfers fron State General Revenue Fund
Transfers from Professlonal Liabi I ity
Trust Fund - Account (8275-07)

Transfers from l{est Vlrginia State
Board of Investlents (Net)

Dl sbursenents:
Personal Services
Current Expenses
Repairs and Alteratlons
Equl pnent
Paynent of Cl ains
Transfers to Comlssion Account -
Account (8275-06)

Transfers to l4lne Subsldence
Insurance Fund - Account (8275-08)

Refunds
Transfers to t{est Vlrginia State
Board of Investnents (Net)

Cash Receipts over Dlsbursements

Beginntng Balance

Endlng Bal ance

725.000.00
10 693 109.32 12 618,089.05

1,918,065.58 804,412.58

2,358,460.39 1.554.047.81

$ 4,276,525.97 $ 2,358,460.39

Year Ended June 30
1989

$11,845,481.90
-0-

665,693.00

1988

$11,104,880.63
2,317 ,621 .00

-0-

100.000.00
12,611.174.90

106,290.30
9,935,088.14

-0-
. 1,314.35
49 ,223.53

597,901.00

-0-
3,292.00

13,422,501.63

69,377.7s
6,350,343.08

865.00
1,683.02

64,500.00

381 ,606.00

24,714.20
-0-

-0-
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HEST VIRGINIA STATE BOARD OF RISK AND INSURAiICE IIANAGEI4ENT

SIATET4ENT 0F CHANGES Ir{ I i'IVEST|'IENT BALANCE

Addltlons:
Transfers to State Board of Investnents $ 4,600,000.00 $ 7,725,000.00
Interest Relnvested 400,794.30 639,945.48I q,000,794.30 I,364,945.48

Deductions:
4 llithdrsHals fnon State Board of Investnents 4,700,000.00 2,000,000.00

300,794.30 6,364,945.48

Investnents - Account 8275-10
Publ lc Entltv Llabllitv Insurance
lrusa tund

Beginnlng Balance

Endlng Balance

Year Ended June 30
1989 1988

10.982.177.91 4.617.232.43

sll_,2u-934 $19_w_Jll_,31
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IIEST VIRGIiIIA STATE BOARD OF RISK AND INSURANCE I4ANAGEIiIENT

STATEI,IEI{T OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCE

SPECIAL REVENUE

Payrol l Clearing Account -
Account 8275-n

Cash Receipts:
Transfers froE State General

Revenue Fund
Transfers froll ine subsi dence

Insurance Fund - Account (8275-08)
Transfers frofl Publlc Enttty Property

Insurance Trust Fund - Account (8275-09)
Transfers fron Publlc Entity Lldbillty
Insurance Trust Fund - Account (8275-10)

Dlsbufserl]ents:
Personal Services
Cunent Expenses

Cash Receipts over 0isbursenents

Beglnning B€lance

Endlng Balance

Year Ended June 30

1989

$ 12,080.00

94,363.05

65 ,194.28

115,179,91
286 ,817 .24

266,778.21
20,035.03

286,813.24

4.00

4.8'l

8.81

1988

$ 71,236.56

63,883.36

59,878.84

74,619.25
269 ,618.01

255,894.37
13,723.64

269,618.01

-0-

4.81

i----Lgl-
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STATE OF I,IEST VIRGIN IA

OFFICE OF LEGISLATIVE AUDITOR, TO l,lllT:

I, Thedford L. Shanklin, CPA, Dlrector of the Legislative

Postaudit Dlvislon, do hereby certify that the report of audlt

appended hereto was made under my dlrection and supervision' under the

provlslons of the llest Virginla Code, Chapter 4' Article 2' as

anended, and that the sane ls a true and comect copy of sald report.

ctven under ny hand this t& aay ot Li/o/n-'
I OOn

flU4"* K s,fi"^tpt;,"
Thedford L, Shanklin, CPA, Dlrector
Leglslative Postaudlt Division

Copy forwarded to the secretary of the Deparb€nt of

Adnlnlstration to be ftled as a public record. Copies forrarded to

the tJest Vlrginia Depsrhent of Aftiinistration; t{est Virginia State

Board of Risk and Insurance Managenent; each nenber of the 'rest

Virginia State Board of Risk 8nd Insurance llanagenent; Governori

Attorney General; and state Auditor.
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