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Workers’ Compensation Commission Transition Closeout 

Executive Summary

The Legislative Auditor and the Office of the Insurance 
Commissioner Question the Workers’ Compensation Com-
mission Operating Fund Expenditures Following the Pas-
sage of Senate Bill 1004 through the Transition to Brickstreet 
Mutual

	 On January 29, 2005 the Legislature passed Senate Bill 1004, which 
privatized workers’ compensation by creating the new employers’ mutual 
insurance company.  The bill was effective from passage and was approved 
by the Governor on February 16, 2005.  The new company, which would 
become Brickstreet Mutual, replaced the State’s monopolistic Workers’ 
Compensation Commission.  On December 31, 2005, the former Workers’ 
Compensation Commission terminated and Brickstreet Mutual became op-
erational on January 1, 2006.  For the new private entity’s transition costs, 
the Legislature appropriated $35 million from the Workers’ Compensation 
Operating Fund (fund # 3440) to a newly created transition fund (fund # 
3461). 
	 	 	  

Excessive Hospitality Expenditures Were Made by the 
Workers’ Compensation Commission From the Workers’ 
Compensation Main Operating Fund (3440).

	 During a preliminary review of operating and transition fund ex-
penditures before and after the passage of SB 1004, the Legislative Auditor 
noted high charges for hospitality expenses.  The Legislative Auditor does 
not specifically question the transition fund (3461 and 3462) expenses.  
These moneys were appropriated by the Legislature for a general purpose.  
Further, most of the expenses under question are attributed to the operating 
fund (3440).

	 However, the Legislative Auditor questions the necessity of hospi-
tality spending during fiscal year 2005 and 2006.  Hospitality charges can 
be viewed in two ways: as benefitting Workers’ Compensation business, 
which benefitted the state; or as being linked to the transition process, 
which benefitted a private company (future Brickstreet). 

	 In cases where expensive meals at exclusive eateries were pur-
chased, the Legislative Auditor questions whether the expense was ap-
propriate even for the transition funds.  While the West Virginia Code 
clearly gives the transition fund usage great latitude, the Legislative 
Auditor questions if the Legislature had envisioned the purchase of 
expensive meals using tax dollars.  While these transactions may be 
appropriate for the private sector, the Legislative Auditor questions 
whether they are appropriate for state government.

Possible Tax Implications of Meals Due to Their Frequency

	 A review of the records indicates numerous instances of meal 
charges in and near Charleston, WV, which was the headquarters for the 
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Workers’ Compensation Commission (and therefore the tax home for its 
employees).  Accordingly, the Commission should have been tracking 
these meal charges for Workers’ Compensation Commission employees to 
determine whether they had the responsibility to include the value of the 
meals in the employees’ gross income for federal and state tax purposes.  
Due to the frequency and the cumulative amount of these types of reim-
bursements and the lack of documentation establishing that the expenses 
should be nontaxable income to the employees, the Legislative Auditor 
recommends that the Office of the Insurance Commissioner should review 
the expenditures to determine whether amended W2’s or 1099’s should 
be issued to former Workers’ Compensation Commission employees. 
	 	 	 	 	 	 	

The Legislative Auditor Questions the Purchase of Over 
$44,000 in Furniture-Related Services and Merchandise 
From the Main Operating Fund

	 During the purchase card review of hospitality and miscellaneous 
expenses, the Legislative Auditor noticed frequent charges to providers 
of office furniture and furniture related service providers.  These charges 
were not part of the hospitality and miscellaneous purchase review, rather 
extraneous to it.  Therefore, the Legislative Auditor expanded the review 
scope pertaining to furniture-related purchases utilizing the purchase card.  
To the Legislative Auditor, it appears that the Workers’ Compensa-
tion Commission accumulated material assets at a cost to the state 
(operating fund) but with future benefit to the new employers’ mutual 
insurance company (Brickstreet).  This type of expense should have 
only utilized the transition funds, although this still may not have been 
the intent of the Legislature.  

The Legislative Auditor Receives Independent Audit Infor-
mation from the Offices of the Office of the Insurance Com-
missioner Regarding the Use of State Funds for the Benefit 
of the New Employers’ Mutual Insurance Company  

	 In April of 2007, staff of the Legislative Auditor’s Office met with 
the Office of the Insurance Commissioner regarding the operating (3440) 
and transition funds (3461 and 3462).  The Office of the Insurance Commis-
sioner provided the Legislative Auditor with the results of the independent 
audit that it had conducted on the operating fund accounts.  The Office of 
the Insurance Commissioner informed the Legislative Auditor that audit 
findings had been forwarded to Brickstreet on March 16, 2007 (See cor-
respondence in Appendix D).  The independent audit found more than 
$3.3 million in questionable expenses from the operating fund during 
the transition period. 

To the Legislative Audi-
tor, it appears that the 
Workers’ Compensation 
Commission accumulated 
material assets at a cost to 
the state (operating fund) 
but with future benefit to 
the new employers’ mutual 
insurance company (Brick-
street).

The Office of the Insurance 
Commissioner provided the 
Legislative Auditor with 
the results of the inde-
pendent audit that it had 
conducted on the operating 
fund accounts. 

The independent audit 
found more than $3.3 mil-
lion in questionable ex-
penses from the operating 
fund during the transition 
period.
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Workers’ Compensation Commission Transition Closeout 

Recommendations

1.	 The Legislative Auditor recommends that the Office of the Insur-
ance Commissioner ensure that Brickstreet cooperate with the 
Office of the Insurance Commissioner in the matter of settling up 
the expenses being questioned by the Office of the Insurance Com-
missioner.  

2.	 The Legislative Auditor recommends that Brickstreet reimburse 
the state for any amount highlighted by this report, which was not 
included in the Office of the Insurance Commissioner’s independent 
audit.  

3.	 The Legislative Auditor recommends that the Office of the Insurance 
Commissioner report back to the Legislature or the Legislative 
Auditor on the status of Brickstreet’s justification of all expenses.

4.	 The Legislative Auditor recommends that the Office os the Insur-
ance Commissioner review meal expenditures to determine whether 
amended W2’s or 1099’s should be issued to former Workers’ 
Compensation Commission employees.   
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Workers’ Compensation Commission Transition Closeout 

Review Objective, Scope and Methodology

	 This Special Report on the Workers’ Compensation Commission 
Transition Closeout is authorized by §4-2-5 of the West Virginia Code, as 
amended.

Objective

	 The objective of this performance audit was to review the use of 
funds by the Workers’ Compensation Commission during its transition to 
a private company. 

Scope

	 The scope of this review includes transactions from June 2004 (FY 
2004) through December 2005 (FY 2006).  Minimal transactions from FY 
2004 were included due to the fact that a June 2004 transaction was pro-
cessed during July 2004.  The transaction review ended in December 2005 
(FY 2006) since this was the last month that the Workers’ Compensation 
Commission was a state agency.  

Methodology

	 The Legislative Auditor reviewed regular invoices (I-Docs) and 
purchase card transaction  information for Workers’ Compensation Com-
mission Operating Fund (3440) and Transition Funds (3461 and 3461) from 
June 2004 through December 2006 (FY’s 2004-2006.  By isolating certain 
object codes for both regular and purchase card invoicing, the Legislative 
Auditor was able to determine charges for hospitality and furniture-related 
purchases.  In addition to analyzing the two data sets (I-Doc transactions 
and software reporting for purchase card transactions), the Legislative 
Auditor relied on the West Virginia Code, Internal Revenue Service Rules 
and Regulations, and various information provided by the Office of the 
Insurance Commissioner.  Every aspect of this review was in compliance 
with the Generally Accepted Government Audit Standards (GAGAS). 
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Workers’ Compensation Commission Transition Closeout 

	

Issue 1
The Legislative Auditor and the Office of the Insurance 
Commissioner Question the Workers’ Compensation Com-
mission Operating Fund Expenditures Following the Pas-
sage of Senate Bill 1004 through the Transition to Brickstreet 
Mutual

Background

	 On January 29, 2005 the Legislature passed Senate Bill 1004, which 
privatized workers’ compensation by creating the new employers’ mutual 
insurance company.  The bill was effective from passage and was approved 
by the Governor on February 16, 2005.  The new company, which would 
become Brickstreet Mutual, replaced the State’s monopolistic Workers’ 
Compensation Commission.  On December 31, 2005, the former Workers’ 
Compensation Commission terminated and Brickstreet Mutual became 
operational on January 1, 2006.  

	 For the new private entity’s transition costs, the Legislature ap-
propriated $35 million from the Workers’ Compensation Operating Fund 
(fund # 3440) to a newly created transition fund (fund # 3461).  According 
to §23-2C-2(i) of the code:

[The] “Mutualization Transition Fund” shall be a fund over 
which the State Treasurer is custodian. Moneys transferred 
or otherwise payable to the Mutualization Transition Fund 
shall be deposited in the State Treasury to the credit of 
the Mutualization Transition Fund. Disbursements shall 
be made from the Mutualization Transition Fund upon 
requisitions signed by the executive director, and, upon 
termination of the commission, the Office of the Insur-
ance Commissioner, and shall be reasonably related to 
the legal, operational, consultative and human resource-
related expenses associated with the establishment of 
the company and the transferring of personnel from the 
commission to the company. [emphasis added]

This transfer to the transition fund (3461) occurred on March 1, 2005.  
From that date until June 30, 2005, an amount of $768,639 was expended.  
The balance remaining –  $34,231,361 –  at the end of fiscal year 2005 was 
transferred to a second transition fund (3462).  This balance was expended 
over fiscal year 2006.  Table 1 shows quarterly activity for both transition 
funds (3461 and 3462).
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Table 1
Transition Funds (3461 and 3462)

Total Disbursements and Transfers
Fiscal Years 2005 – 2006*

Quarter Disbursement Transfers Total

2005

 

July 1, 2004 – Sep-
tember 2004 $0.00 $0.00 $0.00

October 1, 2004 
– December 31, 2004 $0.00 $0.00 $0.00

January 1, 2005 
– March 31, 2005 $14,757.30 $3,479.00 $18,236.30

April 1, 2005 – June 
30, 2005 $750,402.77 $0.00 $750,402.77

Total $765,160.07 $3,479.00 $768,639.07

2006 July 1, 2005 – Sep-
tember 2005         $2,939,544.17	 $6,240.00 $2,945,784.17

October 1, 2005 
– December 31, 2005 $12,614,440.89 $11,910,694.39 $24,525,135.28

January 1, 2006 
– March 31, 2006 $2,162,788.84 $0.00 $2,162,788.84

April 1, 2006 – June 
30, 2006	 $2,562,952.64 $2,034,700.00 $4,597,652.64

Total $20,279,726.54 $13,951,634.39 $34,231,360.93
Grand Total $35,000,000.00

*Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 1004.  Fiscal year 
2006 ended June 30, 2006, six months after the termination of the Workers’ Compensation Commission.  Therefore 
the scope of data provided exceeds the transition period.

Source: Department of Administration’s Finance Division



Page 13

 

 

 

Workers’ Compensation Commission Transition Closeout 

	 The primary operating fund (3440) remained intact for use by the 
Workers’ Compensation Commission until its termination as a state agency 
on December 31, 2005.  During the last several months of transition, 
multiple transfers from the Workers’ Compensation Operating Fund 
(3440) to the Office of the Insurance Commissioner occurred.   The 
transfers were designed to provide the Office of the Insurance Commis-
sioner with funds to address any residual effects of the transition, such as its 
assumption of liability for claims made prior to July 1, 2005.  Ultimately, 
the transfers would ensure that a certain amount of money remained with 
the State.  The transfers made from the Workers’ Compensation Operating 
Fund were as follows:

$	 July 2005 – $844,908 to the Office of the Insurance Com-
missioner Administration Fund (7152)

$	 November 2005 – $844,908 to the Office of the Insurance 
Commissioner Administration Fund (7152)

$	 January 2006 – $1,250,000 to the Office of the Insurance 
Commissioner Self-Insured Guaranty Risk Pool Fund 
(7164)

$	 January 2006 – $650,000,000 to the Office of the Insurance 
Commissioner to pay Claims Prior to June 30, 2005 Fund 
(7162)

$	 January 2006 – $5,000,000 to the Office of the Insurance 
Commissioner Uninsured Employers Fund (7163)

$	 February 2006 – $10,032,786 to the Office of the Insurance 
Commissioner to pay Claims Prior to June 30, 2005 Fund 
(7162).

	 Effective January 1, 2006, by gubernatorial proclamation, the 
employers’ mutual insurance company (or Brickstreet Mutual) received 
a cash sum of $400 million from the State.  This amount satisfied the fol-
lowing:

$	 January 1, 2006 – $200,000,000 to the new employers’ 
mutual insurance company (3463) for liabilities being as-
sumed

$	 January 1, 2006 – $200,000,000 to the new employers’ 
mutual insurance company (3463) in the form of a surplus 
note, which must be paid back to the State.
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Excessive Hospitality Expenditures Were Made by the 
Workers’ Compensation Commission From the Workers’ 
Compensation Main Operating Fund (3440).

	 During a preliminary review of operating and transition fund ex-
penditures before and after the passage of SB 1004, the Legislative Audi-
tor noted high charges for hospitality expenses.  The Legislative Auditor 
attempted to review all hospitality and miscellaneous expenses made from 
the operating fund (3440) and the transition funds (3461, 3462).  Hospitalty 
and Miscellaneous expenditures are outlined below in Table 2.	

	 As can be seen by the table, hospitality expenses for the transition 
funds (3461 and 3462) are relatively minimal as compared to the hospital-
ity charges for the operating fund (3440).  In total $158,103 was spent, 
from both funds, on hospitality.  In general, the Legislative Auditor does 
not question the transition fund expenses.  As discussed above, the Leg-
islature granted a general and broad use for these funds, per §23-2C-2(I).  
However, expenditures that were made from the operating fund may be 
considered inappropriate if the purpose of the expenditure was to support 
the transition effort.  As the table shows, hospitality expenditures made 
from the operating fund were relatively large.  The time period that these 
expenditures were made includes the time between the passage of SB 1004 
and the termination of the Workers’ Compensation Commission.

Table 2
Operating and Transition Fund Expenses

Fiscal Years 2005-2006*
Operating Fund 3440 Transition Fund 3461 Transition Fund 3462

Hospitality
042

Hospitality
042

Hospitality
042

FY 2005 $105,760
(76%)

$7,055
(100%)

$0
(0%)

FY 2006 $34,023
(24%)

$0
(0%)

$11,265
(100%)

Total $139,783 
(100%)

$7,055
(100%)

$11,265
(100%)

*Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 1004.  Fiscal year 
2006 ended June 30, 2006, six months after the termination of the Workers’ Compensation Commission.  Therefore 
the scope of data provided exceeds the transition period.
Source: West Virginia State Legislature’s Budget Division 
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	 To examine specific hospitality (042) and miscellaneous (051) ex-
penditures made during fiscal years 2005 and 2006, the Legislative Auditor 
requested  all hospitality (042) and miscellaneous (051) expenditures made 
from the operating fund (3440)  and the two transition funds (3461 and 
3462) from the State Auditor’s Office.  The Legislative Auditor received 
more than 350 regular invoices, which included monthly state purchase 
card invoices.  Hospitality and miscellaneous expenses were extracted from 
the regular invoices.   Therefore, from the regular invoices, the Legisla-
tive Auditor totaled each of those two object codes and excluded any 
others.  For the purchase card invoices, the Legislative Auditor reviewed 
software reports on all purchase card activity.  Purchase card transactions 
only affected the operational fund (3440), not the transition funds (3461 
and 3462).  With the software report, the Legislative Auditor was able to 
extract hospitality (042), miscellaneous (051), and possible furniture-re-
lated expenses (058 and 061). 

	 	
The Legislative Auditor Questions the Use of the Workers’ 
Compensation Main Operating Fund
	 As already stated, the Legislative Auditor does not specifically 
question the transition fund (3461 and 3462) expenses.  These moneys were 
appropriated by the Legislature for a general purpose.  Further, most of 
the expenses under question are attributed to the operating fund (3440).

	 However, the Legislative Auditor questions the necessity of hospi-
tality spending during fiscal years 2005 and 2006.  Hospitality charges can 
be viewed in two ways: as benefitting Workers’ Compensation business, 
which benefitted the State; or as being linked to the transition process, 
which benefitted a private company (future Brickstreet).  Examples of 
meetings with hospitality charges that possibly benefitted the State are:

$		  Board of Managers Meetings
$	 Professional staff training for subjects unrelated to the transition

Examples of hospitality for reasons benefitting the private company:

$	 	 Training of staff for the transition
$	 Meals with prospective employees

	 Meals were sometimes purchased after the passage of SB 1004 for 
officials discussing the implications of the transition.  Also, it is apparent 
that staff in general were included in training sessions and meetings at 
the Charleston Civic Center.  Records indicate that refreshments and/or 
meals were provided on these occasions.  Expenses were paid through 
both the main operating fund (3440) and the transition funds (3461 
and 3462).  The Legislative Auditor questions the necessity to provide 
any meals (non-travel) at the expense of the operating fund.  Tables 3, 4, 
and 5 organize both regular invoice and purchase card invoices by vendor.  
An exhaustive account of these transactions can be found in Appendices 
A and B.
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Table 3
Regular Invoice Hospitality Expenses by Vendor

Operating Fund 3440
Fiscal Years 2005-2006*

Vendor
Prior to SB 1004 After SB 1004

Average Total 
Cost Occur-

rences Cost Occur-
rences

Allie’s 
American 

Grill
$0.00 0 $62.99 	 1 $62.99 $62.99

Applebee’s $102.08 3 $39.66 1 $35.44 $141.74
Bavarian 

Inn $0.00 0 $298.94 1 $298.94 $298.94

Bennigan’s $33.74 1 $0.00 0 $33.74 $33.74
Charles-
ton Civic 

Center
$30,319.82 40 $35,706.62 28 $970.98 $66,026.44

Charleston 
Marriott $1,416.40 1 $806.50 2 $740.97 $2,222.90

Chesapeake 
Bagel Co. $0.00 0 $11.00 1 $11.00 $11.00

Chesterfield 
House $1,760.00 2 $0.00 0 $880.00 $1,760.00

Embassy 
Suites $5,348.60 6 $2,590.02 2 $992.33 $7,938.62

Exxon $1.37 1 $0.00 0 $1.37 $1.37
Gratzi $44.00 1 $28.00 1 $36.00 $72.00

Heavenly 
Ham $2,349.53 12 $1,327.05 6 $204.25 $3,676.58

Holiday Inn $7.37 1 $0.00 0 $7.37 $7.37
Holiday Inn 
Martinsburg $1,269.59 3 $0.00 0 $423.20 $1,269.59

John Skid-
more Devel-

opment
$358.54 1 $0.00 0 $358.54 $358.54

Kawawha 
Parks and 
Recreation

$1,020.00 1 $0.00 0 $1,020.00 $1,020.00

Kroger $26.51 1 $8.43 1 $17.47 $34.94
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Mona’s 
Family 

Kitchen and 
Catering

$0.00 0 $7,200.00 1 $7,200.00 $7,200.00

Mountain-
eer Race-

track
$483.33 1 $0.00 0 $483.33 $483.33

Not Pro-
vided** $0.00 0 $234.47 2 $117.24 $234.47

O’Charley’s $0.00 0 $36.15 1 $36.15 $36.15
Papa John’s $0.00 0 $49.30 1 $49.30 $49.30
Pennzmart $1.58 1 $0.00 0 $1.58 $1.58
Pizza Hut $22.51 1 $0.00 0 $22.51 $22.51

Ramada Inn $1,138.70 2 $0.00 0 $569.35 $1,138.70
Ramada 

Plaza Hotel $598.32 1 $0.00 0 $598.32 $598.32

Red Fox Inn $125.79 1 $0.00 0 $125.79 $125.79

Shoney’s $155.89 1 $0.00 0 $155.89 $155.89
Sub Shop 

Downtown $0.00 0 $132.69 1 $132.69 $132.69

Tamarack $1,838.37 2 $401.31 1 $746.56 $2,239.68

Tarragon 
Room $0.00 0 $261.32 1 $261.32 $261.32

Tidewater $40.60 1 $0.00 0 $40.60 $40.60
Walmart $0.00 0 $126.91 2 $63.46 $126.91
Welling-

ton’s $346.20 2 $0.00 0 $173.10 $346.20

Total $48,808.84 87 $49,321.36 54 $695.96 $98,130.20
*Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 1004.  Fiscal year 
2006 ended June 30, 2006, six months after the termination of the Workers’ Compensation Commission.  Therefore 
the scope of data provided exceeds the transition period.  Due to invoice delay, this may include minimal data from 
June 2004.  

**Name of vendor was not provided.

***Civic Center expenses include Board of Managers meetings, which may have been appropriate expenses.  Civic 
Center expenses were also incurred for Workers’ Compensation University (training) where expenses were recouped 
by non-state attendees.  Charges were typically for refreshments, such as coffee and cookies.
Source: Legislative Auditor’s analysis of regular invoices hospitality object code (042) transactions.  Transactions 
were isolated and sorted from FY 04 (June 2004 only) through FY 06 (ending in December 2005).
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	 Hospitality expenses for the Charleston Civic Center that are 
listed in Tables 3 and 4 are inclusive of Board of Managers meetings and 
Workers’s Compensation University.  Charges for hospitality provided for 
the Board of Managers meetings may have been appropriate, given the 
nature of the meeting and the openness to the general public.  With regard 
to the Workers’ Compensation University, Brickstreet has stated that most 
of the charges (approximately $50,000) were recouped through attendance 
fees paid by stakeholders.  As part of the general recommendations of this 
report, the Legislative Auditor finds that the Insurance Commission should 
determine whether, in fact, the charges were appropriate and if expenses 
were recouped.

Table 4
Regular Invoice Hospitality Expenses by Vendor

Transition Funds (3461 and 3462)
Fiscal Years 2005-2006*

	 Vendor Total Spent Occurrences Average Disbursement
Aladdin Restaurant $20.95 1 $20.95
Allie’s American Grill $75.93 1 $75.93
Applebee’s $600.66 15 $40.04
Blossom Deli $96.00 1 $96.00
Bob Evans $55.57 2 $27.79
Charleston Civic Center $5,825.83 8 $728.23
Chesapeake Bagel Co. $20.53 1 $20.53
Comfort Inn Martinsburg $174.05 1 $174.05
Days Inn $75.00 1 $75.00
Embassy Suites $3,458.97 5 $691.79
Fifth Quarter $240.44 3 $80.15
Gratzi $406.14 4 $101.54
Heavenly Ham $2,413.70 17 $141.98
Holiday Inn $169.94 1 $169.94
Laury’s $154.00 1 $154.00
Lone Star $48.21 1 $48.21
Murad’s $44.84 1 $44.84
Marriott $471.90 1 $471.90
Oglebay $397.80 1 $397.80
Pizza Hut	 $42.38 1 $42.38
Radisson Hotel $1,519.44 2 $759.72
Ramada Inn $354.30 1 $354.30
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Due to the fact that the transition funds were created by SB 1004, it was 
not necessary to delineate between transactions occurring before and after 
the passage of the bill (as done so in Table 3).  In essence, all 3461 and 
3462 transactions occurred only during the transition period.

	

Schlotky’s Deli $41.47 1 $41.47
Soho $254.67 4 $63.67
Tamarack $341.61 1 $341.61
Tarragon Room $368.71 1 $368.71
Texas Steakhouse $108.00 1 $108.00
Tidewater $495.41 8 $61.93
WV Chamber of Com-
merce $60.00 1 $60.00

Total	  
	 $18,336.45 87 $210.76

*Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 1004.  Fiscal year 
2006 ended June 30, 2006, six months after the termination of the Workers’ Compensation Commission.  Though 
spanning parts of two fiscal years, transition funds 3461 and 3462 only existed during the transition.  Therefore the 
scope of data provided does not exceed the transition period.
Source: Legislative Auditor’s analysis of regular invoices hospitality object code (042) transactions.  Due to the 
limited time period of the transition, these expenses would have fallen between March 2005 and December 2005.
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Table 5
Purchase Card Hospitality Expenses

Operating Fund 3440*
Fiscal Years 2005-2006**

Vendor
Prior to SB 1004 After SB 1004

Average Total 
Cost Occurrences Cost Occurrences

Bigley Avenue Food-
land $66.88 1 N/A N/A $66.88 $66.88

Chesapeake Bagel 
Company $374.00 3 $52.44 1 $106.61 $426.44

Corey Brothers Inc. $995.00 1 N/A N/A $995.00 $995.00
Embassy Suites $1,040.10 1 N/A N/A $1,040.10 $1,040.10
Heavenly Ham $456.04 4 $52.66 1 $101.74 $508.70

Joey’s $1,022.29 14 $1,109.11 7 $101.50 $2,131.40
Kanawha City Food-

land $1,487.67 13 $2,309.97 30 $88.32 $3,797.64

Kroger $1,061.17 5 $110.87 5 $117.20 $1,172.04
Lee’s Studio East, 

Inc. $1,389.30 12 $2,047.51 17 $118.51 $3,436.81

Muriale’s Restaurant $36.21 1 $38.76 1 $37.49 $74.97
Papa John’s N/A N/A $626.60 11 $56.96 $626.60

Perdue Grocery N/A N/A $66.36 1 $66.36 $66.36
Pizza Hut N/A N/A $60.86 1 $60.86 $60.86

Relish Catering $134.00 1 $5,558.88 18 $299.63 $5,692.88
Topspot Country 

Cookin’ $314.65 1 N/A N/A $314.65 $314.65

Trivilian’s Pharmacy $94.49 1 N/A N/A $94.49 $94.49

Wal-Mart $1,892.34 12 $1,791.24 14 $141.68 $3,683.58
Wellington’s $1,830.80 2 $6,358.64 25 $303.31 $8,189.44

Total $12,194.84 72 $20,183.90 132 $158.72 $32,378.84
*Purchase card transactions only affected the operating fund.

**Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 1004.  Fiscal year 
2006 ended June 30, 2006, six months after the termination of the Workers’ Compensation Commission.  Therefore 
the scope of data provided exceeds the transition period.  Due to invoice delay, this may include minimal data from 
June 2004.  
Source: Legislative Auditor’s analysis of purchase card reports.  Hospitality object code (042) transactions were 
isolated and sorted from FY 04 (June 2004 only) through FY 06 (ending in December 2005).
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                                         Specific examples of more expensive meals are listed in Table 6.

	 Table 6
	 Selected Meals

Fiscal Years 2005-2006*
Restaurant Date Menu Items and Price Fund Purpose
Laury’s 3/21/05 4 Dinners

Gratuity
Total

$127.99
$26.01
$154.00

3461 Business meet-
ing regarding 
privatization

Red Fox Inn 9/16/04 3 Dinners
Gratuity
Total

$145.79
$30.00
$175.79

3440 Conference at 
Snowshoe

Tarragon 
Room 

3/31/05 6 Dinners
Tax
Gratuity
Total

$310.40
$18.61
$40.00
$368.71

3461 Meeting with 
consultants re-
garding privati-
zation

Tidewater 3/9/05 1 Dinner
Gratuity
Total

$22.47
$4.00
$26.47

3461 Business dinner 
meeting

Tidewater
	

4/11/05 6 Dinners
6.0% Tax
Gratuity
Total

$145.85
$8.75
$30.00
$184.66

3461 Dinner meeting 
with potential 
employee as a 
result of privati-
zation

Wellington’s 1/20/05 60 Entree Buffets
Service Charge
Total

$1,737.00
$347.00
$2,084.40

3440 Blue Ribbon 
IME Panel 
Meeting and 
Training

*Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 1004.  Fiscal year 
2006 ended June 30, 2006, six months after the termination of the Workers’ Compensation Commission. Therefore 
the scope of data provided exceeds the transition period.  Due to invoice delay, this may include minimal data from 
June 2004.  
Source: Legislative Auditor’s analysis of purchase card reports.  Hospitality object code (042) transactions were 
isolated and sorted from FY 04 (June 2004 only) through FY 06 (ending in December 2005).
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	 An itemized listing of all regular-invoiced food purchases may be 
found in Appendix A.  This listing does not include purchases made with 
purchase cards because the level of detail reported on the purchase card 
report did not allow the same analysis. 
	
	 Table 7 provides a count of hospitality occasions for fiscal years 
2004 (June only)  through 2006 (to December only).  This considers hospi-
tality occasions utilizing both the operating fund (3440) and the transition 
funds (3461 and 3463).  The time period between the passage of Senate 
Bill 1004 and the termination of the Workers’ Compensation Commission 
is highlighted.  A month-by-month account, reflecting multiple hospitality 
occasions on a single day, can be found in Appendix C.  
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Table 7
Operating Fund 3440 and Transition Funds (3461 and 3462)

Transactions Involving Hospitality Expense Occurrences
Fiscal Years 2004-2006*

FY 2004 FY 2005 FY 2006

By Regular
Invoice 

 By P-
Card

By Regu-
lar

Invoice 
By P-Card By Regu-

lar
Invoice 

By P-
Card

July N/A N/A 11 3 14 24
August	 N/A N/A 4 8 25 16

September N/A N/A 22 18 17 16
October N/A N/A 11 15 11 3
November N/A N/A 9 10 6 22
December N/A N/A 10 7 2 6
January N/A N/A 6 11 N/A N/A
February N/A N/A 11 3 N/A N/A
March N/A N/A 13 14 N/A N/A
April N/A N/A 12 6 N/A N/A

May N/A N/A 11 11 N/A N/A
June 15 2 18 9 N/A N/A
Totals 15 2 138 115 75 87
Grand 
Total 432 Hospitality Occurrences

*Fiscal year 2005 began July 1, 2004, approximately seven months prior to the passage of SB 
1004.  Fiscal year 2006 ended June 30, 2006, six months after the termination of the Workers’ 
Compensation Commission.  Therefore the scope of data provided exceeds the transition pe-
riod.

**Shaded months indicate period between the passage of Senate Bill 1004 and the termination 
of the Workers’ Compensation Commission.

***Months listed as “N/A” fall outside of the scope of the audit.
Source: Legislative Auditor’s analysis of regular and purchase card invoices.
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	 In cases where expensive meals at exclusive eateries were pur-
chased, the Legislative Auditor questions whether the expense was ap-
propriate even for the transition funds.  While the West Virginia Code 
clearly gives the transition fund usage great latitude, the Legislative 
Auditor questions if the Legislature had envisioned the purchase of 
expensive meals using tax dollars.  While these transactions may be 
appropriate for the private sector, the Legislative Auditor questions 
whether they are appropriate for state government.	

	 	 	 	 	 	

Possible Tax Implications of Meals Due to Their Frequency

	 A review of the records indicates numerous instances of meal 
charges in and near Charleston, WV, which was the headquarters for the 
Workers’ Compensation Commission (and therefore the tax home 
for its employees).  Accordingly, the Commission should have been 
tracking these meal charges for Workers’ Compensation Commission 
employees to determine whether they had the responsibility to 
include the value of the meals in the employees’ gross income for federal 
and state tax purposes.

	 Meals provided to employees at the employees’ tax home, are  
generally considered to be included in the employees’ gross income unless:

	 1.	 The meals can be excluded because they were furnished 
on the business premises of the employer and for the convenience of the 
employer; or

	 2.	 The expenses for the meals are deductible under 26 CF 
1.274-2, as entertainment meals.
	
	 Due to the frequency and the cumulative amount of these 
types of reimbursements and the lack of documentation establish-
ing that the expenses should be non-taxable income to the employees, 
the Legislative Auditor recommends that the Office of the Insur-
ance Commissioner review the expenditures to determine whether 
amended W2’s or 1099’s should be issued to former Workers’ 
Compensation Commission employees. 
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The Legislative Auditor Questions the Purchase of Over 
$44,000 in Furniture-Related Services and Merchandise 
From the Main Operating Fund

	 During the purchase card review of hospitality and miscellaneous 
expenses, the Legislative Auditor noticed frequent charges to providers 
of office furniture and furniture related service providers.  These charges 
were not part of the hospitality and miscellaneous purchase review, rather 
extraneous to it.  Therefore, the Legislative Auditor expanded the review 
scope pertaining to furniture-related purchases utilizing the purchase 
card.  It is anecdotally known that the offices where the former Workers’ 
Compensation Commission was located (Brickstreet) were upgraded to 
private-sector standards.
	
	 Since the purchases were made using the purchase card, specific 
data about each transaction is limited (i.e. item purchased).  The Legisla-
tive Auditor finds that the purchases appear to be an attempt to increase 
assets transferred to Brickstreet in anticipation of the privatization.  The 
use of the transition funds for purchasing office equipment could possi-
bly be considered as an appropriate expenditure pursuant to §23-2C-2(i).   
However, the charges were made using purchase cards tied to the main 
operating fund (3440) from a period approximately six months prior to 
the passage of SB 1004 until the final transition.

	 In consideration of the possibility that these new assets could have 
remained with the State, the Legislative Auditor inquired with the Office of 
the Insurance Commissioner.  The Office of the Insurance Commissioner 
confirmed that former Workers’ Compensation employees (new  Office 
of the Insurance Commissioner employees) were allowed to bring their 
assigned computers, printers, and assigned office furniture with them to 
the Office of the Insurance Commissioner.  However, the Office of the 
Insurance Commissioner is unaware of any new furniture that would 
have been purchased for employees that were leaving the Workers’ 
Compensation Commission for the Office of the Insurance Com-
missioner.  To the Legislative Auditor, it appears that the Workers’ 
Compensation Commission accumulated material assets at a cost to 
the State (operating fund) but with future benefit to the new employ-
ers’ mutual insurance company (Brickstreet).  This type of expense 
should have only utilized the transition funds, although this still may not 
have been the intent of the Legislature.  From a review of individual pur-
chase card transactions, detailed by  software reporting, it is evident that 
some upgrade-type furniture items were purchased.  Table 8 summarizes 
furniture-related purchases.  A complete listing of furniture obtained by 
purchase card can be found in Appendix B.  
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Table 8
Selected Purchase Card Furniture-Related Expenses* After Senate Bill 1004

Operating Fund 3440**

Vendor
Cost Occurrences Average 

Capitol Business 
Interior $27,477.62 38 $723.10

HomeGoods $15.98 1 $15.98

HON Industries $11,411.95 10 $1141.20
Nature’s Furniture $976.00 1 $976.00

Pugh Furniture $1,196.00 1 $1,196.00
The Bombay Com-

pany $60.00 1 $60.00

Well’s Home Fur-
nishings $3,050.00 3 $1,016.67

Totals $44,187.55 55 $803.41
*The Legislative Auditor omitted charges occurring under the 058 and 061 object code 
if they were unrelated to furniture and furniture-related services (i.e. communications). 

**Purchase card transactions only affected the operating fund.

***Certain transactions were not included due to their appearance as ergonomics-re-
lated purchases.  This could apply to additional transactions found in the table.  	
Source: Legislative Auditor’s analysis of purchase card reports from FY 04 (June 2004 
only) through FY 06 (ending in December 2005).  Vendors were selected based on typical 
product of sale.  In some cases, detail reporting positively identified a furniture item(s).  

	 The review of the purchase card transactions involving furniture 
and furniture-related items is limited.  Additional furniture-related items 
and services could have been purchased with the main operating fund 
through regular invoicing.  The Legislative Auditor recommends that 
the Office of the Insurance Commissioner request Brickstreet Mutual to 
reimburse the State for any furniture purchases that may have benefitted 
Brickstreet Mutual and that should have been purchased with transition 
funds instead.  

The Legislative Auditor Receives Independent Audit Infor-
mation From the Offices of the Office of the Insurance Com-
missioner Regarding the Use of State Funds for the Benefit 
of the New Employers’ Mutual Insurance Company  
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	 Preceding and during the transition from the Workers’ Compen-
sation Commission to the new employers’ mutual insurance company, 
the executive director of the latter had independent authority to make 
expenditures pursuant to West Virginia Code.  However, state govern-
ment organization requires the Office of the Insurance Commissioner 
to be the ultimate custodian of the operating fund account.  Further, as 
described in the background portion of this report, the Office of the Insur-
ance Commissioner received multiple fund transfers from the operating 
fund (3440) preceding and following the finality of the transition.  The 
Office of the Insurance Commissioner also received all Workers’ Com-
pensation Commission claims occurring prior to June 30, 2005.  One final 
substantial relationship is that the Office of the Insurance Commissioner  
has the fiduciary responsibility to insure appropriate repayment of the 
$200 million surplus note.   For these reasons, the Office of the Insurance 
Commissioner has a stake in the matter and therefore initiated a review 
of transition expenses.  

	 In April of 2007, staff of the Legislative Auditor’s Office met with 
the Office of the Insurance Commissioner regarding the operating (3440) 
and transition funds (3461 and 3462).  The Office of the Insurance Commis-
sioner provided the Legislative Auditor with the results of the independent 
audit that it had conducted on the operating fund accounts.  The Office 
of the Insurance Commissioner informed the Legislative Auditor that the 
audit findings had been forwarded to Brickstreet on March 16, 2007 (see 
correspondence in Appendix D).  The independent audit found more 
than $3.3 million in questionable expenses from the operating fund 
during the transition period.  An example of a disputed charge was the 
purchase of a $555,763 computer system for the new company.  Accord-
ing to FIMS documentation, this purchase was initially made with the 
transition fund.  However, on December 30, 2005, an expense-to-expense 
transfer charged the same amount to the operating fund.  The comment for 
the expense-to-expense transfer reads: “TO MOVE EMC CORP EXPEND 
FROM TRANSITION FUND TO THE REGULAR FUND.”  The Office 
of the Insurance Commissioner finds that there would be no benefit to the 
State for this purchase and has asked for reimbursement.

	 While independent audit total amounts exceed the scope of the 
Legislative Auditor’s review, it includes many of the same questioned 
hospitality expenses in aggregate form.  (In some cases, the Legislative 
Auditor questioned expenses that were exclusive of the independent audit.)  
This is due to the independent audit’s minimum threshold methodology.  
The Legislative Auditor did not use a minimum threshold methodology 
when determining a total charge to a vendor.  The results of the independent 
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audit were forwarded to the new employers’ mutual insurance company 
for justification.  The Office of the Insurance Commissioner is request-
ing that any non-justified expense be reimbursed by the new employers’ 
mutual insurance company to the State.  Repayment options could include 
increasing the amount owed on the surplus note or disbursement of cash 
payment.  To date, the Legislative Auditor is unaware of any response on 
the part of the private entity to the Office of the Insurance Commissioner.  
However, the Legislative Auditor recommends that the Office of the 
Insurance Commissioner ensure that Brickstreet cooperate in the matter 
of settling up the expenses being questioned by the Office of the Insur-
ance Commissioner.  Further, the Legislative Auditor recommends that 
Brickstreet reimburse the state for any amount highlighted by this report, 
which was not included in the Office of the Insurance Commissioner’s 
independent audit.  Finally, the Legislative Auditor recommends that the 
Office of the Insurance Commissioner report back to the Legislature or 
the Legislative Auditor on the status of Brickstreet’s justification of all 
expenses. 

Conclusion

	 There is a clear  advantage to maximizing use of the Workers’ Com-
pensation Commission’s main operating fund (3440) moneys rather than 
transition funds.  The entire balance of the transition fund appropriation 
($35 million) was available for any transition use reasonably related to 
the legal, operational, consultative and human resource-related expenses 
associated with the establishment of the company and the transferring of 
personnel from the commission to the company (§23-2C-2(i).  Whether 
intentional or not, transition officials operating on behalf of the future 
company could have derived private benefit from maximizing expenditures 
made from the main operating fund (3440) up to the time of the termina-
tion of the state agency.  

Recommendations

1.	 The Legislative Auditor recommends that the Office of the Insur-
ance Commissioner ensure that Brickstreet cooperate with the 
Office of the Insurance Commissioner in the matter of settling up 
the expenses being questioned by the Office of the Insurance Com-
missioner.  



Page 29

 

 

 

Workers’ Compensation Commission Transition Closeout 

2.	 The Legislative Auditor recommends that Brickstreet reimburse 
the State for any amount highlighted by this report, which was not 
included in the Office of the Insurance Commissioner’s independent 
audit.  

3.	 The Legislative Auditor recommends that the Office of the Insurance 
Commissioner report back to the Legislature or the Legislative 
Auditor on the status of Brickstreet’s justification of all expenses. 

4.	 The Legislative Auditor recommends that the Office of the Insur-
ance Commissioner review meal expenditures to determine whether 
amended W2’s or 1099’s should be issued to former Workers’ 
Compensation Commission employees. 
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Appendix A1:	   Food Expenses by Date
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Appendix A2:	   Food Expenses by Vendor
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Appendix A3:	  Itemized Food Expenses
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Appendix B1:	 Purchase Card Expenses by Date



Page 58 May 2007



Page 59

 

 

 

Workers’ Compensation Commission Transition Closeout 



Page 60 May 2007



Page 61

 

 

 

Workers’ Compensation Commission Transition Closeout 



Page 62 May 2007



Page 63

 

 

 

Workers’ Compensation Commission Transition Closeout 



Page 64 May 2007



Page 65

 

 

 

Workers’ Compensation Commission Transition Closeout 



Page 66 May 2007



Page 67

 

 

 

Workers’ Compensation Commission Transition Closeout 



Page 68 May 2007



Page 69

 

 

 

Workers’ Compensation Commission Transition Closeout 



Page 70 May 2007



Page 71

 

 

 

Workers’ Compensation Commission Transition Closeout 

Appendix B2:  Purchase Card Expenses by Vendor
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Appendix C:  Calendar of Food Purchase Occasions
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Appendix D:  Independant Audit Letter
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Appendix E:  Transmittal Letter
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Appendix F:  Insurance Commission Response
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Appendix G:  Brickstreet Response	
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