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PUBLIC SAFETY DEATH, DISABILITY AND RETIREMENT FUND .
FOR THE PERIOD

JULY 1, 1972 - JUNE 30, 1981



LEGISLATIVE AUDITOR

CHARLESTON

The Honorable Encil Bailey
Legislative Auditor

State Capitoll - Main Unit
Charleston, West Virginia

Dear Sir:

In compliance with your instructions and the provisions of the
West Virginia Code, Chapter &, Article 2, as amended, we have
examined the accounte of the Department of Public Safaty
Death, Disability and Retirement Fund,

Our examination covers the peried July 1, 1972 through June 30,
1981. The results of our examination are set forth on the fol-
lowing pages of this report., However, only the financial state-
ments for the years euded June 30, 1981 and June 30, 1980 are
included in this report. The financial statements covering the
pariod July 1, 1972 to and including June 30, 1979 are included
in our audit workpapers.

Respectfully submitted,
bk Sl
Thedf

d L. Shanklin, CPA, Director
Legislative Postaudit Division
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DEPARTMENT OF PUBLIC SAFETY
DEATH, DISABILITY AND RETIREMENT FIND

ACKNOWLEDGMENT

We extend our thanks and express our appreciation to the Accounting
Officer and his staff for their wholehearted cooperatiocn in supplying

information and answering the many questions necessary in preparing

this reporzt.



DEPARTMENT OF PUBLIC SAFETY
DEATH, DISABILITY AND RETIREMENT FUND

EXIT CONFERENCE

We held an exit counference on J':.;ly 30, 1982- with the Accounting
Officar and the Senior Accountant of the Department of Public
Safety and azll f_indings and recommendations relating to the Death,
Disabllity and Retirement Fund were reviewed and discussed. The
above officials concurred with the findings and stated they would

comply with the recommendations.



DEPARTMENT OF PUBLIC SAFETY
DEATH, DISABILITY AND RETIREMENT FUND
INTRODUCTION

The Department of Public Safety was orgenized in July, 1919. 1In
1925, a death and disability fund was creatad by an 4dct of the Legislature
to provide for the payment of benefits to members on account of death or
disability. The fund was financed solely by arrast fees, witness fees
end awards collected by members of the department. -

In 1935, the Act was amended to include retirement and at that
time each member was required to pay 4% of his salary into the fund, with au
equal amount paid into said fund from the department appropriation. In
1939, the Death, Disability and Retirement Act was again amended to re-
quire the employees an& employexs to pay 6Z of gross salary into the fumd.
The employers’ contribution was increased to 12% in 1945,

Pregently the Act provides for normal retirement after 25 years
of service or at age 55 with 20 years of service. Retirement is mandatory
at age 35 with 25 years of service. The annual benefit award is 4%% of
total salary earmed while a member or $4,200, whichever is graater. A
member wmay take early or deferred retirement after 20 yaars of service.
Benefits commence at retirement or age 50, whichever is later.

When service-connected disablament pravents adequate performance
of duties, a member receives an amnual benafit award of 5% of total salary
he would have earned during 25 years of service for his lifetime or until
recovery. If disablement is total and permanaent, the annual benefit award
is 8% of the total salary earmed dﬁring 25 years of sarvice for life.

The annual benefit eward for a nom~servica comnnected disabilitky

if a member has less than 20 years of service is 4%% of the total salary



the member would have earned during 25 years of service., Benefirs continue
for a period of time equal to % the number of years of servica. If the
member has 20 years of service or more he receives tha normal retirement
award for his lifetime or umtil recovery.

Sarvica connectad death bemefits to the widow are the greater of
5% of the total salary the member would have earned during 25 years of
service or $4,200. For non—service connécted death, if the member has
less than 20 years of service, annual benefit to the widow is 2%2 of the
total salary the wember would have earnad during 25 years of service. If
the member has 20 years or more or has retired the award is 50% of the
amnual benefit determinad by normal retirement. A widow racaives $1,200
annually for each child until 18 years of age. Benafits continus during
the lifetime of the widow or until remarriage.

Refund of employee contributions is not given if a member résigns
with less than two years of service. After two years a full refund is

given without interest.



DEPARTMENT OF PUBLLC SAFETY
DEATH, DISABILITY AND RETIREMENT FUND
MEMBERS OF THE BQARD
JUNE 30, 1981

The Death, Disability and Ratirement Fund Board has the responsi-
bility of administration and management of the Fund. The trustees also
have the authority to make rules and regulations concerning the Fund and to
make awards and to revise and terminate awards previously made. The Board
conalats of five members as follows:

John W. 0'Rourke, Chairman Superintendent
Department of Public Safety

§gt. R..A. Perry, Secratary Depaizmﬁnt of Public Safaty

Chauncey H. Browning, Jr. Attorney General
State of West Virginla

Larrie Bailley Treagurer
State of West Virginia

Sgt. R. J. Adams Member
Department of Public Safety

The two members of the Department of Public Safety are elected to
the Board by vote of the members of the Department.. They serve on the Board
for a period of two years.

No Board member receives compensation for his services but may be

raimbursed for necessary expensas inecurred in carrying out his duties.



DEPARTMENT OF PUBLIC SAFETY

DEATH, DISABILITY AND RETIREMENT FUND

Captain 5. §. Satterfield.

Sargeant H, W, Richardson

Patricia Waddell . .

Doris 8Sexton .

ADMINISTRATION

e e e Accounting Officer
. Assistant Accounting Officer
.« ¢+ « « « o Senior Accountant

. « « « o Special Funds Officer



DEPARTIMENT OF PUBLIC SAFETY
DEATH, DISABILITY AND RETTREMENT FUND

SUMMARY OF FINDINGS AND REGCOMMENDATIONS
AREAS OF NONCOMPLIANGE

Statement of GCondition

1. The annual veport does not include & statement of condition, or

balance sheet, as required by the West Virginia Code.

We recommend a statament of condition be prepared annually for presen-

tation in the annual report. (Page 10)

Refunds of Contributions

2. Refunds are based on 'six percemt of accumulated gross salary earned
instead of the total retirement contributiouns deducted from gross

salary dus to cumlative total of contributions not being maintainad.

We racommend & system for recording retirement contributions deducted
from meambers gross earnings and a cumlative total of retirement com-
tributions be maintained. Further, we recammend rafunda'be given for
the amount of retirement a member has actuaslly contributed to the

Fund in accordance with tha West Virginia Code. (Pages 10-11)

nseg
3. Expensas for Public Employees' Ingurance Board Administrative fees
were incurred by the Death, Disability and Retirement Fund during

the audit period in violatiom of the West Virginia Code.

We recompend the Death, Disability and Retirement Fund seek reim-
bursement from the Public Employees’ Insurance Board for admini-

strative fees paid. (Pages 11-~12)

-7 -



INTERNAT, CONTROLS AND ACCOUNTING SYSTEM

No Written Accounting Procadures

4. The procedures performed for the processing of contributions ,_ miscal-
laneous receipts, refunds, awards and genaral accounting proceduras

ara not set forth in written form.

We recommend a procedures manual be prepared detailing and standardizing
the procedures and controls to be used by the employees who administer

tha Death, Disability and Ratirement Fund. (Pages 12-13)



DEPARTMENT OF PUBLIC SAFETY
DEATH, DISABILITY AND RETIREMENT FUND
GENEBAI, REMARKS
INTRODUCTION

We have completed a financial and compliance audit of the Depart-—
ment of Public Safety Death, Disability and Retirement Fund. A financial
and compliance audit determines whether the finaneial statements of an
audited entity presemt fairly the financial position and the results of
financial operations in accordance with generally accepted accoumting prineci-
Ples and whether the entity has complied with laws and regulations that may
have a material effect upon the financial statements. The audit covered the
period July 1, 1972 through June 30, 1981.

SPECIAL REVENUE ACCOUNT

The Daath, Disability and Retirement Fund maintained two special
revemue accounts during the period of the audit, These accounts represant
funds to account for the proceeds of spacific revenue sources or to £inance
specified activities as required by law or administrative regulations. Monies
are deposited with the State Treasurer in the following special revenus
accounts:

8360-06 Retirement The account reprasents the principal of
the fund, including income from payroll
deductions, feaes, costs and rewards. Dis—
bursements from the account are for the
purchase of investments, refunds to rasigned
members, and tranafars to the Income Account.

8360-07 Incoms The account from which awards are paid.
Incoma from investmants and transfers from
the Retiremant Account arae received in this
account..

AREAS OF NONCOMPLIANCE

Chapter 15, Article 2, of the West Virginia Code genarally governs

the Department of Public Safaty. We tested sections applicable to the Death,



Disability and Retirement Fund of the above plus general State regulations
and other applicable chapters, articles and sections of the West Virginia
Code as they pertain to fiscal matters. Our findings are listed below.

Statement of Condition

The Death, Disability and Retirament Fund‘s ammual report does
not meet the requirements set forth by the West Virginia Code, Chapter 13,
Article 2, Section 26 which states in part:
"It shall be the duty of the ratirement board ... each year
to cause to be made and submitted to each member of said
department a statemsnt of the condition of said fund."

A gtatement of condition is an alternative name for a statewent of assets

and liabilities, or balance sheet, acéording to Dictionary for Accountants

by Eric L. Kohler. The preparation of a yearly balance sheet is also re-
quired for a pension fund by the standards for governmental accounting and
financial reporting. The anmual reports of the Death, Disability and Re-
tirement Fund for the yeara undar audit include a statement of cash raceipts
and disbursemants,-but not a balance sheet.

We recommend a statement of condition, or balauce sheet, be pre-
pared anouglly for the Death, Disability and Retirement Fund in accordance
with the provisions of the West VYirginia Coda.

Refunds of Contributions

During our tast of refunds given to resigned mambers, we noted
tha refunds are based on siz parcent of the acermulated gross salary earmed
by the mamber while an employee of the Department of Public Safety. The West
Virginia Code mekes specific provision for refunding of contributions to Death,
Disability and Retirement Fund in Chapter 15, Article 2, Section 37. The
Code states that a refimd shall ba, "a sum equal to the aggregata of the
principal amount of all moneys deductaed from the salary of such member and

paid into said fund." We totaled the retirement contribntions dadiucted from

- 10 -



the earnings of members who had received refunds and found differences
betwean the refunds racaiva& and the amount of ratirement contributions to
the Fund.

It appears the reason refunds are calculated is that retirement
contributions are posted to members' payroll cards but a cumslative total
is not maintained. Furthermore, we noted subsequant ro the end of the audit,
retirement contributions are no longer posted to the membars' payroll cards.
In order to maintain a good system of accounting controls for the Death,
Disability and Retirement Fund a record of contributions should be ;aintained
for refunding purposes and, alasc, because members' comtributions are one of
the main sources of receipts into tha Fund.

We racommend the administrators of the Death, Disability and Re-
tirement Fund maintaln a system for recording retirvement contributioms daducted
from members' gross earnings and a cumulative total of retirement contributions
be maintained. We also recommend raefunds be given for the amount of retire-
ment a member has actually contributed to the Fund in accordance with the
provisions of the West Virginia Code.

nses

During our audit of cash disbursements we noted expendituras for
insurance in the amount of $208.80 during fiscal year 198l and $194.40 during
fiscal year 1980. The expenses ara an administrative fee charged by the
Public Employees’ Insurance Board. The administrative fae paid from the
Death, Disability and Retirement Fund is for retired State troopers and
widows participating in life and health insurance programs.

State troopers employsd by the Department of Public Safety are
generally paid from an appropriated account. Accordingly, Chapter 53, Article
16, Section 15 applies to the Public Employees' Insurance Board's admini-

strative fee for gemeral revenue employees and retirants. The section states,

_11.-.



in part, "The legislature shall annually appropriate such sums as may be
nacessary to pay the proportionate share of the administrative costs for
the State a&s an employer." Because the ratired troopers' salaries were
paid from an appropriated account, the adminiatraﬁive fee is included in
the Public Employees' Insuranca Board's annual appropriation from the Legis-
lature. Hence, the Board has received a double payment for administrative
axpenses incurred for retired State troopers and widows.

We raecommend the administrators of the-Déath, Disability and Ra-
tizement Fund seek reimbursement from the Public Employees' Insurance Board
for administrative fees paid,

INTEBNAT, CONTROLS AND ACCOUNTING SYSTEM

As part of our examination, we reviewed and tested the system of
Lnternal accounting contrel to the extent we considered necessary to avalu-
ate the system as required by genarally accepted auditi;g standards, Under -
these standards the purpose of such evaluation is to establish a basis for
reliance thereon in determining the nature, timing, and extent of other
auditing procedures that are necessary for expressing-ﬁn opinion on the
financial statements,

Our study and evaluation of the system of internal accounting con-
trol for the period July 1, 1972 through June 30, 1981, which was made for
the purpose set forth in the above paragraph, would not necessarily discloae
all wegknesses in the system. However, such study and evaluation disclosed a
condition that we balieve to be a weakness.

No Written Accounting Procedures

We noted the procedures performed for the proceasing of contri-
butions, miscellansous receipts, refunds, awards and general gccounting pro—
cedures are not set forth in written form. If written procadures were pra-

pared, it would promote better efficiency and provide guidelines for new

employees.
- 12 -



We recommend a written procedures manual be prepared detailing and
standardizing the procedures and controls to be used by the employaes who

administer the Death, Disability and Retirement Fund.

- 13 -



AUDITORS' OPINION

The Honorable Encil Bailey
Legisglative Auditor

State Capitol - Main Unit
Charleaston, West Virginia

Sir:

We have examined the baglance sheet of the Department of Public Safety Death,
Disability and Retirement Fund as of June 30, 1981 and June 30, 1980, and the
related statement of revanues, expenses and changea in fund balance for the
yaars then ended. Our examination was -made in accordance with generally accept-
ed auditing standards and, accordingly, imncluded such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the financial statements raferred to sbove present fairly the
financial position of the Death, Disability and Retirement Find at June 30,
1981 and June 30, 1980, and the results of its operations; changes in fund
balanca and changes in its financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

Qur examination was made for the purpose of forming am opinion on the basic
financial statements taken as a whole. The 3upplemental information is pre-
sented for purposes of additional analysis and is not a required part of tha
basic financial statements. Such information has been subjected to the audit-
ing procadures applled in the examination of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

Respectfully submitted,

‘
adfﬁld L. Shenklin, CPA, Diractor

Legislative Postaudit Division
June 7, 1982

Anditors: Jamas R. Blake, Supervisor—in-Charge
Sugan Rich, Auditor-in-Charge

- 14 -



WEST VIRGINIA DEPARTMENT OF PUBLIC SAFETY

DEATH, DISABILITY AND RETIREMENT FUND

BALANCE SHEET
ASsets
June 30,
1981 1980
Cash 8 434,223.91 §  454,825.20
Accounts Receivable 49,052.98 46,976.38
Investmenta 23,129,424.58 -.20,235,139.56
Accrued Intarest © '561,027.43 548,582.85
Total Assets $24,173,728.90 $21,285,523.99
Liabilities and Fund Balance
Liabilitiaes ) $ -0- $ -0~
Fund Balance: )
Retirement 23,598,254.63  20,730,640.10
Income - 575,474.27 554,883,89
Total Ligbilitias and Fund Balance $24,173,728.90 $21,285,523.99

See Notes to Financial Statements

- 15 —~



WEST VIRGINIA DEPARTMENT OF PUBLIC SAFETY

DEATH, DISABILITY AND RETIREMENT FUND

STATEMENT OF REVENUES, EXPENSES

AND CHANGES IN FUND BALANCE

Revemues:
Contributions -
Employers"
Military Credit
Fuployees'
Interast
Sale of Accident Reports
Arrest Feeg, Costs and Bewards
Migscaellameous Tncoma

Expenses:
Benafit Payments
Refunds
Insurance Fees
Ravenue Ovar Expanseg

Beginning Fund Balence

Erding Fimd Balanca

See Notes to Financial Statements

- 16 -

Year Ended Jume 30,

1981

1980

$ 1,374,252.69 $ 1,299,442.88

46,283.47 27,450.11
609,939.80 566,513,40
2,103,012.34 1,831,705.14
41,945,00 40,600.00
1,572,453 2,714.10
150.00 _294.81
%,177,155.75  3,768,720.44
1,250,645.40 1,087,499.10
38,096, 64 36,458,93
"208,80 194,40
1,288,950.84  1,124,152.43
2,888,204.91 2,644,568.01
21,285,523,99 18,640,955.98
$24,173,728,90 $21,285,523.99



DEPARTMENT OF PUBLIC SAFETY
DEATH, DISABILITY AND RETIREMENT FUND
NOTES TO FINANCIAL STATEMENTS
Note A ~ Ganasral

Chapter 15, Article 2 of the West Virginia Code created and established the
Death, Disability and Retirement Fund to provide for the orderly retirament
of state troopers from the Department of Public Safety who meet age and
service requirements or become disabled, and to provide survivor benafita.
The expensas of administering the fund are paid for by the Department of
Public Safety as a part of the operations of the department as a whola and
are not accounted for separately under the Death, Disability and Retirement
Fund,

Note B - Accounting Policies

The accounting policies of the Death, Disability and Retirement Fund conform
to gemerally accepted accounting principles as applicable to governments.
The following is a summary of the more significant policies.

1. Trust funds are used to account for assets held in a trustee capacity for
mephers and the Department of Public Safety.

2. All pemsion trust funds ara accounted for using the acerval basis of
accounting. Their revemues are recognized when they are earned and
their expenses are recognized when incurred.

3. The Fund is a member of the West Virginia State Board of Imvestment Con—
solidated Pension Pool. The fund's share of the pool is as follows:

June 30,
1981 1980
Long~Term $22,118,530.80 $20,122,788,13
Short-Term Investments 1,010,893.78 112,351.43

$23,129,424.58 $20,235,139.56

The investments are stated at cost or amortized cogst, The market value of
the long-term investmants follows:

June 30,
1981 1980

$17,265,000.00 $18,636,000.00
*#:

4. The Fund provides for possible losses (none in 1981 and 1980) in the
collaction of accounts receivable on an individual account basis as
considered necessary.

- 17 -



Note C - Unfunded Liagbility

The total unfunded liability as of July 1, 1978 is $4,089,500. The period
to amortize tha liability at 2.19 percent of payroll is 30 years.

- 18 -



SUPPLEMENTAT. INFORMATION
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WEST VIRGINIA DEPARTMENT OF PUBLIC SAFETY

DEATH, DISABILITY AND RETIREMENT FUND

STATEMENT OF CASH RECELPTS, DISBURSEMENIS AND

CHANGES IN CASH BALANCE

Cash Receipta:
Trust Deposits and
Contributions
Interest
Collections
Retirement
Migcellaneous Income

Cash Disbursements:
Investments
Annuities
Refunds
Income
Insurance Fees

Receipts Over (Under)
Disbursements
Beginning Cash Balance

Ending Gash Balance

Year Ended June 30, 1981

Retirement

$2,030,121.81

2,075,885.17
41,945.00
-0~
—0~

Income

=0-
14,682.59
-~
1,259 ,000.00
_'0_

Total

$2,030,121.81

2,090,567. 76

41,945,00

1,259,000.00
-0-

%,147,951.98

T,773,682.59

5,521,635.57

2,879,602.43 14,682.59  2,894,285.02
-0- 1,250,645.40  1,250,645,40
38,096.64 -0 38,096.64
1,259,000.00 ~0- 1,259,000.00
-0~ 208. 80 208. 80
%,176,699.07 1,265,536.79 5,4k2,235.86
(28,747.09) 8,145.80 (20,601.29)
448,524 .16 6,301.04 454,825, 20

$ 419,777.07 § 14,446.84 § 434,223.91

- 20 -



Yoar Ended June 30, 1980

Retirement Income Total
$1,973,224.52 § ~0- $1,973,224,52
1,728,385.38 ~0- 1,728,385.38
40,600.00 -0- 40,600.00
-0- 1,138,000.00 1,138,000.00
" 294,81 294.81
3,742,209.90 1,138,2954.81 4,880,504.71
2,184,386.66 45,000.00 2,229,386.66
-0- 1,087,499.10 1,087,5499.10
36,458.93 -0~ 36,458.93
1,138,000.00 -0- 1,138,000,00
-0- 194.40 194,40
3,358,845,59 1,132,693.50 4,491,539.09
383,364.31 5,601.31 388,965.62
65,159.85 699.73 65,859.58
$ 448,524.16 § 6,301.04 § 454,825.20
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STATE OF WEST VIRGINIA
OFFICE OF LEGISLATIVE AUDITOR, TO WIT:

I, Encil Bailey, Legislative Auditor, do hereby
cartify that the report of audit appended hereto was made under
my direction and supervision, under the provisions of the West
Virginia Code, Chapter 4, Article 2, gz amended, and that the
same 1s a true and correct copy of sald raport.

Given under my hand this (0¥ day of (luﬁﬂmt ,

1982.

e (57

Encll Bailey, Leglslative Auditor

Copy forwarded to the Commissioner of the Department
of Finance and Administration te be filed as a public record.
Coples forwarded to the Superintendent of the Department of
Public.Safety; Attorney Gemeral; Governor; Stats Treasurer; and,

State Auditor.
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