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The Honorable Edwin J. Bowman
State Senate

129 West Circle Drive

Weirton, West Virginia 26062

The Honorable Jim Morgan

House of Delegates

Building 1, Room E-213

1900 Kanawha Boulevard, East
Charleston, West Virginia 25305-0470

Dear Chairs:

Pursuant to West Virginia Code §4-2-5, we are transmitting a Special Report on the Study
of Statutory Legal Advertisements, which will be presented to the Joint Committee on
Government Operations and Joint Committee on Government Organization on Monday,
September 10, 2007. The issue covered herein is “State Agencies, Counties, and Municipalities
Combined Could Save as Much as 33 Million Annually if Legal Advertisements Were Statutorily
Allowed to Be Placed on the Internet.”

Let me know if you have any questions.

cerely,
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Joint Committee on Government and Finance —
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Executive Summary

According to §59-3-1(1) of the

West Virginia Code, a legal
advertisement is “any notice,
advertisement, statement,
information or other matter
required by law or court to be
published.”

Costs forlegal advertisements
are set by statute and based
upon the circulation of
the newspaper providing
the advertisement service.
Newspapers  with  larger
circulation, therefore, receive
higher fees than newspapers

with lower circulation.

According to the survey,
over 810.5 million was
spent on newspaper legal
advertisements statewide
from fiscal years 2005 - 2007.
This equates to an average of
over $3.5 million annually.

There Are Approximately 314 Requirements in Code for
State Agencies and Political Subdivisions to Place Legal
Advertisements in Newspapers

Certain government actions mandated by West Virginia Code
require respective entities to place legal advertisements in newspapers.
According to §59-3-1(1) of the West Virginia Code, a legal advertise-
ment is “any notice, advertisement, statement, information or other matter
required by law or court to be published.” Legislative Services legal
counsel determined that there are approximately 314 requirements in the
Code for Class I, Class II, Class III, Class I-0, Class II-0, or Class I11-0
legal advertisements. Costs for legal advertisements are set by statute and
based upon the circulation of the newspaper providing the advertisement
service. Newspapers with larger circulation, therefore, receive higher
fees than newspapers with lower circulation.

State, County, and Municipal Governments Spend Over
$3 Million Annually to Fulfill Legal Advertisement
Requirements Set Forth by Code

The Legislative Auditor surveyed each state agency, all 55
counties, and the 10 most populous municipalities to determine their
annual expenditures on legal advertisements for the past 3 fiscal years.
According to the survey, over $10.5 million was spent on newspaper
legal advertisements statewide from fiscal years 2005 - 2007. This
equates to an average of over $3.5 million annually.

State Agencies, County Governments, and Municipalities
Could Realize Significant Savings If Legal Advertisements
Were Placed on the Internet Rather Than in Newspapers

If government entities were instead permitted by statute to place
legal advertisements on the internet, they could save a significant amount
of money. Statewide, as many as 45 percent of households access a
daily newspaper, and 26 percent of households have access to a weekly
newspaper. However, according to the State’s Chief Technology Officer,
approximately 400,000 West Virginia households have some type of
internet access. This equates to 56 percent of households.
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Statewide, as many as 45
percent of households access
a daily newspaper, and 26
percent of households have
access to a weekly newspaper.
However, according to the

State’s Chief Technology
Officer, approximately
400,000 West Virginia

households have some type of
internet access. This equates
to 56 percent of households.

As a general statement, it
is the Legislative Auditor’s
opinion that a centralized
website would offer greater
accessibility for all citizens.
By providing a uniform and
accessible service, there is
reasonable assurance that
information is accessible to
everyone at all times.

State Agencies, Counties, and Municipalities Could Save
Substantially By Utilizing a Centralized Legal Advertise-
ment Repository on the Internet

During the course of this study, the Legislative Auditor contacted
the Office of Technology regarding the cost of developing and maintaining
a centralized legal advertisement portal for use by state agencies, counties,
and municipalities. According to the Office of Technology, the cost of
site development would range from $65,100 to $87,850. The ongoing
project cost is estimated at $183.00 per month. Finally, the annual cost of
website domain registration is estimated at $125.00 per year. As a general
statement, it is the Legislative Auditor’s opinion that a centralized website
would offer greater accessibility for all citizens. By providing a uniform
and accessible service, there is reasonable assurance that information is
accessible to everyone at all times. It is also important to note that the
availability of legal advertisements on the internet would ensure statewide
accessibility for advertisements. This would be especially important for
agencies such as the Division of Highways that must advertise regionally.
Finally it must be noted that internet advertisements have an advantage
of being available indefinitely whereas newspapers are only readily
available for shorter periods of time if not days.

Recommendation

The Legislative Auditor recommends that the Legislature consider amend-
ing statute to allow local government entities the option to place legal
advertisements on either their own website or a centralized state website,
and to require all state agencies to place such advertisements on the state s
centralized website.
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Review Objective, Scope and Methodology

This Study of Statutory Legal Advertisements is authorized by the
West Virginia Code §4-2-5, as amended.

Objective

The objective of this audit was to study legal advertisements that
are required by statute, and the costs incurred as a result of them to West
Virginia state agencies, counties, and municipalities. Additional objectives
included: determining the estimated costs of creating a state-operated
centralized repository on the internet in which legal advertisements for
all governmental entities could be placed; and determining the number of
households with internet access, and with newspaper subscriptions.

Scope

The scope of this report included the costs of statutory legal
advertisements to governmental entities for fiscal years 2005 —2007. The
scope for West Virginia newspaper circulation figures was fiscal years
2002 — 2007, and the scope for West Virginia household internet access
was calendar years 2002 — 2006.

Methodology

The Legislative Auditor surveyed all state agencies, all 55 West
Virginia counties, and the 10 largest municipalities in population for
the costs incurred to the entity as a result of legal advertisements that
are required by West Virginia statute. The municipalities included:
Beckley, Charleston, Clarksburg, Fairmont, Huntington, Martinsburg,
Morgantown, Parkersburg, Weirton, and Wheeling. The methodology also
included assistance by Legislative Services legal counsel with compiling
a list of statutory requirements for legal advertisements. Additional data
were gathered from the Secretary of State’s Office, the Public Service
Commission, and the Governor’s Office of Technology. Every aspect
of this special report followed the Generally Accepted Governmental
Auditing Standards (GAGAS) as prescribed by the Comptroller General
of the United States.
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Issue 1

This report shows that in the
past three years, state, county,
and municipal governments
within the state have spent
over $10.5 million fulfilling
statutory requirements that
mandate  the placement
of legal advertisements in
newspapers.

State Agencies, Counties, and Municipalities Combined
Could Save as Much as $3 Million Annually if Legal
Advertisements Were Statutorily Allowed to Be Placed on
the Internet.

Issue Summary

In the 21* Century, the State of West Virginia and its political
subdivisions are spending over $3 million per year in placing legal
advertisements in newspapers when the same advertisements could be
placed on the State’s or political subdivisions’ websites virtually free of
cost. State law requires these legal advertisements be placed in local
newspapers. However, advances in technology have made this 1967
statutory requirement outdated. This report shows that in the past three
years, state, county, and municipal governments within the state have
spent over $10.5 million fulfilling statutory requirements that mandate
the placement of legal advertisements in newspapers. Annual costs are
listed in Table 1.

Table 1
Annual Legal Advertisement Costs for
State Agencies, County Governments, and Municipalities

FY 2005
$3,342,226

FY 2006
$3,497,670

Source: Legislative Auditor s Survey

FY 2007
$3.,855,820

Three Year Total
$10,695,716

In addition to the high expense of newspaper legal advertisements, it
appears that newspaper circulation may be decreasing while the presence
of the internet in West Virginia households is increasing. Chart 1
illustrates this trend.!

'Household internet data were provided by the Public Service Commission
and are based on calendar year data. Calendar year 2007 information was not avail-
able. Newspaper circulation data were provided by the Secretary of State and are based
on qualified newspapers registered within the state on a fiscal year basis. The differ-
ence in year measurement (fiscal vs. calendar) is inconsequential to the comparison
between circulation and internet subscribership.
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Chart1
West Virginia Newspaper Circulation and Internet Access
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Daily West Virginia newspaper
circulation, beingthe mostlikely
source of legal advertisements,
has dipped below the number
of West Virginia households
with internet service and has
stayed below that mark.

As is evident by the data in the chart, household internet access has
increased steadily from 2002-2006. However, daily West Virginia
newspapercirculation, being the mostlikely source of legal advertisements,
has dipped below the number of West Virginia households with internet
service and has stayed below that mark. This trend indicates that by
placing legal advertisements on the internet, rather than in the newspaper,
there could be higher public access to citizens in the State. It also may
indicate that more and more people are becoming more accustomed to the
internet. Therefore, it may be an opportune time to utilize the resource.

There Are Approximately 314 Requirements in Code for
State Agencies and Political Subdivisions to Place Legal
Advertisements in Newspapers

Certain government actions mandated by West Virginia Code
require respective entities to place legal advertisements in newspapers.?
According to §59-3-1(1) of the West Virginia Code, a legal advertisement
is “any notice, advertisement, statement, information or other matter
required by law or court to be published.” Legal advertisements are
separated into six distinct classes. The differences between advertisement
distinctions pertain to the number of times that the advertisement is
required to be printed as well as the number of newspapers in which

24 small number of legal advertisements are required to be placed by in-
dividuals (Notices of Sale §38-1-4) as well as authorities and commissions orga-
nized between governments (Interstate Regional Planning Commission §8-26-3).
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the advertisement is to be printed. Legal advertisements distinctions are
shown in Table 2.

Table 2
Legal Advertisement Class Distinctions
Class Duration Number of Publications
Class I One Time One Qualified Newspaper
Class II Once Per Week for Two Successive Weeks One Qualified Newspaper
Class 111 Once Per Week for Three Successive Weeks One Qualified Newspaper
Class I-0 One Time Two Qualified Newspapers
Class II-0 Once Per Week for Two Successive Weeks Two Qualified Newspapers
Class I11-0 Once Per Week for Three Successive Weeks Two Qualified Newspapers

Source: West Virginia Code §59-3-2

Qualified newspapers are defined by §59-3-1(b)(1) as:

(1) Any newspaper shall be of regular issue and must
have a bona fide, general circulation in the publication
area. A newspaper is considered to be of regular issue
if it is published regularly, as frequently as once a
week, for at least fifty weeks during the calendar year
as prescribed by its mailing permit; and has been
published for at least one year immediately preceding
the date on which the legal advertisement is delivered
to the mnewspaper for publication. A newspaper is
considered to be of bona fide, general circulation in the
publication area if it meets the definition of “general
circulation” as defined in this section and is circulated
to the general public at a definite price or consideration.
(2) Any newspaper shall bear a title or name, consist of not
less than four pages without a cover, and be a newspaper
to which the general public resorts for passing events of
a political, religious, commercial and social nature, and
for current happenings, announcements, miscellaneous
reading matters, advertisements and other notices.
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When the advertisement is required to be printed in two qualified
newspapers, the two newspapers must be of opposite politics.’

Legislative Services legal counsel determined that there are
approximately 314 requirements in the Code for Class I, Class II, Class I1I,
Class I-0, Class II-0, or Class III-0 legal advertisements. Table 3 accounts
for the number of each type of legal advertisement classification.

Legal Advertisem%llllt)lgll:;lssiﬁcation Count
Type Occurrences in Statute
Class I 60
Class I1 28
Class 111 135
Class 1-0 69
Class I1-0 10
Class II1-0 12
Total 314
Source: Legislative Auditor’s analysis of the West Virginia Code

Examples of these requirements are as follows:

e Sale, lease or disposition of other municipal property (§8-12-18);

e Preparation, publication, and disposition of financial statements
(§8-13-23);

e Sample ballots (§3-5-10 and §7-5-16);

e Publication and posting of delinquent tax list (§11A-2-13);

e Competitive bids, publication of solicitation for sealed bids
(§8-27-23);

e Service of process (§48-27-311);
Procedure for adopting electronic voting systems (§3-4A-3); and
Dogs chasing deer (§20-2-16).

An exhaustive list of each requirement may be found in Appendix A.

3To be a qualified newspaper, a newspaper must register with the Secretary of
State and indicate political party affiliation and circulation.
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The Legislative Auditor surveyed
each state agency, all 55 counties,
and the 10 most populous
municipalities to determine their
annual expenditures on legal
advertisements for the past 3 fiscal
years.

Costs for legal advertisements are set by statute and based upon
the circulation of the newspaper providing the advertisement service.
Newspapers with larger circulation, therefore, receive higher fees than
newspapers with lower circulation. Rates for legal advertisements
provided for by §59-3-3 are outlined in Table 4.

Allowable Qualified Newspa;:E ll(;:tes for Legal Advertisements
Circulation Rate Per Word*
Less than 1000 7 Cents
1,000 to 5,000 11.5 Cents
5,001-9,999 12 Cents
10,000-29,999 13 Cents
30,000 and Greater 14 Cents

* Reflects 2003, 2004, and 2005 statutorily required increases.

Source: West Virginia Code §59-3-3.

State, County, and Municipal Governments Spend
Over $3 Million Annually to Fulfill Legal Advertisement
Requirements Set Forth by Code

The Legislative Auditor surveyed each state agency, all 55
counties, and the 10 most populous municipalities to determine their
annual expenditures on legal advertisements for the past 3 fiscal years.*
Each entity was asked to provide the total amount spent during the
specified time. Total expenditures reported for each type of governmental
group are shown in Table 5.

State agencies consisted of each cabinet-level agency, each constitutional
office, the Supreme Court of Appeals, the Joint Expenses of the Legislature, Concord
College, Fairmont State University, and Marshall University. The ten municipalities
included: Beckley, Charleston, Clarksburg, Fairmont, Huntington, Martinsburg, Mor-
gantown, Parkersburg, Weirton, and Wheeling.
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Combined, county governments
reported higher expenditures than
state agencies and municipalities.
This is due to high expenditures
associated with publishing election
and delinquent tax information.

Total Annual Expenditures

Table 5

e
for Legal Advertisements

Entity FY 2005 FY 2006 FY 2007 Total
State Agencies | $909,568 $798,108 | $1,058,560 | $2,766,234
Counties $2,218,324 | $2,512,518 | $2,601,548 | $7,332,390
Municipalities | $214,335 $187,044 $195,712 $597,090

$3,342,226 | $3,497,670 | $3,855,820 | $10,695,716

Source: Legislative Auditor’s Survey

Combined, county governments reported higher expenditures than state
agencies and municipalities. This is due to high expenditures associated
with publishing election and delinquent tax information. For the
three years included in the survey, over $10.5 million was spent on
newspaper legal advertisements statewide. This equates to an average
of over $3.5 million annually.

Table 6
Average Annual Expenditures (FY05 - FY07)
Aver]%;g(g g,gg;&zi“ed Individual Average**
State Agencies $922.078 $40,090
Counties $2,444,130 $44,439
Municipalities $199,030 $19,903
Total $3,565,239

As Table 6 shows, average annual expenditures for each of the three
government entities are noted by the individual average column.
Individual state agency, county, and municipality expenditure totals may
be found in Appendix B.

State Agencies, County Governments, and Municipalities
Could Realize Significant Savings If Legal Advertisements
Were Placed on the Internet Rather Than in Newspapers

As mentioned above, state, county, and municipal governments
expend significant funds on legal advertisements that are required by
statute. If these entities were instead permitted by statute to place legal
advertisements on the internet, they could save a significant amount
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According to the State’s
Chief Technology Officer,
approximately 400,000 West
Virginia households have
some type of internet access.
This equates to 56 percent of
households.

of money. Statewide, as many as 45 percent of households access a
daily newspaper, and 26 percent of households have access to a weekly
newspaper. However, according to the State’s Chief Technology Officer,
approximately 400,000 West Virginia households have some type of
internet access. This equates to 56 percent of households. In addition
to household internet access, citizens may access the internet through
public libraries. Also, internet access is available at schools, community
centers, senior centers, and places of business. According to the Library
Commission, each public library in the state provides public internet
access. Impact comparisons may be found in Table 7.

Table 7
Current Home Internet and Newspaper Impact Comparisons*
Medium Circulation/Access** H?&%ﬂ%’ﬁ?%ﬁtﬁfﬁﬁgsﬁ*
Weekly 191,924 26%
Saturday or Sunday Newspaper 103,561 14%
Daily 330,360 45%
Public Library Newspaper Access 737,192 100%
Home Internet 411,156 56%
Public Library Internet Access 737,192 100%

Commission is 737,192.

*Newspaper circulations based on 2007-2008 Register of Qualified Newspapers from the Secretary of State.
Internet access based on 2006 Public Service Commission data.
** Circulation includes newsstands, libraries, etc. Number of West Virginia households reported by Public Service

***Household subscription would actually be less due to inclusiveness of other venues in circulation factor.

Commission.

Source: Analysis of data received from the Secretary of State, the Library Commission, and the Public Service

The estimated  home
delivery of newspapers
number is likely to be
inflated due to the fact
that the calculation is
based on total circulation,
a number that includes
all newspapers printed
— not only those that are
delivered to homes.

As the table shows, home internet access is available in 56
percent of West Virginia homes. At the same time, the Legislative
Auditor has calculated that the possible household receipt of a
daily newspaper is only 45 percent. The estimated home delivery
of newspapers number is likely to be inflated due to the fact that the
calculation is based on total circulation, a number that includes all
newspapers printed — not only those that are delivered to homes. Also,
it must be noted that the percentage of households receiving newspapers
is inflated because one household may receive more than one paper.
Although there is no general rule to subscribership, 25 counties currently
have more than one paper. This indicates that one household can receive
more than one paper; therefore inflating the percentage.
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According to the Office of
Technology, the cost of site
development would range
from 865,100 to $87,850.
The ongoing project cost
is estimated at $183.00 per
month.

As a general statement, it
is the Legislative Auditor’s
opinion that a centralized
website would offer greater
accessibility for all citizens.

State Agencies, Counties, and Municipalities Could
Save Substantially By Utilizing a Centralized Legal
Advertisement Repository on the Internet

During the course of this study, the Legislative Auditor contacted
the Office of Technology regarding the cost of developing and maintaining
a centralized legal advertisement portal for use by state agencies, counties,
and municipalities. According to the Office of Technology, the cost of
site development would range from $65,100 to $87,850. The ongoing
project cost is estimated at $183.00 per month. Finally, the annual cost
of website domain registration is estimated at $125.00 per year. Initial
and ongoing costs could be paid through the Office of Technology and
recouped through client user fees. The Statement of Work that was
prepared by the Office of Technology may be found in Appendix C. At
first, the initial cost may appear to be large. However, this website would
serve all applicable political subdivisions. Therefore, considering that
over $3 million is spent annually on print legal advertisements, the
startup costs associated with the development of a new website is
negligible.

The costtothe clienthasnotbeen stated by the Office of Technology.
However, due to the occurrence of the relatively low implementation
and maintenance costs of the project, the Legislative Auditor estimates
that the usage cost to any agency would be much lower than the cost
associated with printing legal advertisements in newspapers.

As a general statement, it is the Legislative Auditor’s opinion that
a centralized website would offer greater accessibility for all citizens. By
providing a uniform and accessible service, there is reasonable assurance
that information is accessible to everyone at all times. While providing
legal advertisements on individual political subdivisions’ websites
may appear to be an attractive option, some problems may exist. For
example, governments may not be equipped with staff and resources to
maintain their own legal advertisement website. In fact, many political
subdivisions may lack their own site. A centralized website would
address these concerns.

It is also important to note that the availability of legal
advertisements on the internet would ensure statewide accessibility for
advertisements. This would be especially important for agencies such
as the Division of Highways that must advertise regionally. Finally it
must be noted that internet advertisements have an advantage of being
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It is the Legislative Auditor’s
opinion that the use of
electronic resources is a
useful way to save money for
the state, county, municipal
governments, and  other
governmental entities.

available indefinitely whereas newspapers are only readily available for
shorter periods of time if not days.

Conclusion

It is the Legislative Auditor’s opinion that the use of electronic
resources is a useful way to save money for the state, county, municipal
governments, and other governmental entities. The chart illustration
shown in the Issue Summary of this report indicates that the use of the
internet in West Virginia homes has become the norm. Further, internet
access is available at all public libraries. High availability of internet
access, coupled with the fact that legal advertisements could be left
on the internet for extended periods, demonstrates that by placing
advertisements on the internet, public access would be increased.
This is especially important considering that the primary purpose of legal
advertisements is to inform the public of governmental action.

The results of the survey show that newspaper legal advertisements
are relatively expensive. The advancement of technology and the resulting
cost savings make it necessary for the internet to be an alternative to
newspaper advertisement. By allowing all governmental entities to
utilize an electronic means of advertisement, a substantial amount of
state, county, and local dollars could be saved. Therefore, the Legislative
Auditor recommends that the Legislature consider amending statute to
allow local government entities the option to place legal advertisements
either on their own website or a centralized state website, and to require
all state agencies to place such advertisements on the state centralized
website.

Recommendation

The Legislative Auditor recommends that the Legislature consider
amending statute to allow local government entities the option to place
legal advertisements on either their own website or a centralized state
website, and to require all state agencies to place such advertisements on
the state’s centralized website.
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Statutory Requirements of Legal Advertisements
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Appendix C: Office of Technology Statement of Work

Office of Technology Cost Estimate
As Requested by
The Legislative Auditor’s Office
8/31/2007
Review Deliverables
Discuss method of communication (i.e. e-mail, shared document storage location, etc.)
Determine if the critical deadline date can be met
Determine if the request complies with the Governor’s Office of Technology, State of WV
IT Strategic Plan

Items of Note:

1. Layout (look & navigation):
e The look and navigation will be based on current practices and paradigm and must be
accepted and approved by the Client. Goals: Easy Navigation, ADA compliance, latest
version of major browsers to be supported.

2. Site Content:
e The initial load and maintenance of content will be the responsibility of the client.

3. Any requests for modifications or change request
« Wil be estimated and scheduled by the Office of Technology. Roughly, a request
estimated at five (5) hours will take approximately one (1) work day from the estimated start
date. 15 hours will take approximately three (3) work days from the estimated start date.

4. Implementation of changes or modifications
¢ Will be determined based on OOT's current schedule of priorities and available

resources. However, in the event of catastrophic failure or other extenuating circumstances,
the agency may be moved to the head of the queue.

Estimated Development Time (range) LOW 930 hrs @ $70.00 hr HIGH 1,255 hrs @ $70.00 hr
1. Estimated Development Cost (range) : (930 hr )$65,100 (1,255 hr)$87,850

. Business Rules Analysis (240 hr )$16,800 (360 hr )$25,200

e Site Programmer/Developer (300 hr )$21,000 (375 hr )$26,250

. DBA : (150 hr )$10,500 (240 hr )$16,800

e Training Strategy : (40 hr )$ 2,800 ( 40 hr )$ 2,800

e QA / Testing ( 40 hr )$ 2,800 ( 40 hr )$ 2,800

. Rollout / Implementations ( 40 hr )$ 2,800 ( 40 hr )$ 2,800

L] Project Management (120 hr )$ 8,400 (160 hr )$11,200
2. Ongoing Estimated Monthly Cost (Total) : $183.00 per month

Web Hosting — 50mb space

Server Maintenance (co-hosted)
Tivoli Backup (0.0075) per MB)
Internet Connectivity (bandwidth)
SQL Server Database

20.00 per month
60.00 per month
00.38 (50MB) per month
28.50 per month
75.00 per month

RO O O O 08

Note: Additional Storage available at $1.00/10MB per month or $5.00/100MB per month
for (SQL Server Database or Web Application).
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Office of Technology Cost Estimate
As Requested by
The Legislative Auditor’s Office
8/31/2007

Note: Costs are based on current OOT rates. (Rates are subject to change)
3. Estimated Additional Cost (Domain registration)

Domain registration for site “www.Something??2?2??222??222.com”.

. .gov Domains cost : $ 125.00 per year

e non .gov Domains cost H) 35.00 per year (reduced rates for
longer periods)

4. Estimated Storage Growth: The assumption that this estimation is based on could
change dramatically based on the outcome of the business needs analysis. (Number
Months X Per Month Growth) + Static Storage to determine = anticipated storage
requirements. Note: Changing Avg. Word Count and Characters Per Word affects the Per
Month Growth Constant used - recalculation would be required.

Legal Notices Avg. Characters | Number Months Per Month Growth
Per Month Word Per Word
Count
1000 300 5.5 1 3.12 MB
Static Storage 5 MB
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