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The Honorabhle Encil Bailley
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Sir:

In compliance with your instructions and the provisions of the
West Virginia Code, Chapter 4, Article 2, as amended, we have
examined the accounts of the Office of the Workmen's Compensation
Commissioner.

Our examination covers the period July 1, 1974 through June 30,
1981. The results of the examination are set forth on the follow-
ing pages of this report. However, only the financlal statements
for the years ended Junme 30, 1981 and June 30, 1980 are included
in this report. The financial statements covering the period

July 1, 1974 through Jume 30, 1972 are included in the audit work-
papers.

Respectfully submitted,

The,dfgrd .. Shanklin, CPA, Director
legislative Postaudit Division
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EXIT CONFERENCE

We held an exit conference on November 29, 1983 with the
Commissioner and Executive Secretary and all findings and
recommendations were reviewed and discussed. The Commis-
sloner's responses are included In the Summary of Findings,
Recommendations and Responses and after our recommendations

in the following General Remarks.



OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

INTRODUCTION

The Workmen's Compensation Fund was established by the West Virginia
Legislature in 1913, Chapter 23, Articles 1-6, West Virginia Code, as emended.
The Fund is administered by the State Workmen'’s Compensation Commissioner who is
appointed by the Govermor. The idea of a Workmen's Compensation Fund was ini-
tially placed under the Adminigtration of the Public Service Commission in 1913
by Chapter 10 of the Acts of the West Virginia lLegislature. The Fund was estab-
lished to provide a prompt and equitable system of compensation for Injury or
illness sustained in the course of and growing out of employment. The Fumd is
monopolistic in nature and benafits obtainahle encompass thosa received because
of industrial accident, occupational pneumoconiosis, and occupational disease.
This State-managed insurance fund protects the employer from direct lisbility
from the employee and allows both regular subscription and self-insurance.

Workmen's Compensation is supported entirely by employer premium. Em-
ployers are grouped into classes and manual rates are established based on the
average accident experlence of the group. Types of benefits and services avail-
able are medical disabillity, temporary total, permanent partial award, permanent
total, rehabilitation, travel and death benefits.

The Fund is organized into eight divisions to carry out its function.
The divislons ere as follows: Administrative, Claim Services, Legal, Operations,
Data Processing, Claims Management, Accounting (Employers Accoumts), and Occupa-
tlonal Pneumoconiosis,

The Administrative Division provides the support services necessary to
operate the Workmen's Compensation Fund, The sections included in this Division
ara Pergsomel, Business Office, Procurement, Print Shop, Information and Educa-

tion, Mailroom, and Payroll/Timekeeping.,



The Claims Services Division is the primary commmication link for ex-
ternal comstituents of the Workmen's Compensation Fund who wish to inquire about
the status of individusl claims or seek clarification'of exlsting policles and
procedures.

The Legal Division providas lagal couumsel and advisory support to the
Commissioner in all operating umits of the Workmen's Compensation Fumd. This
Division is responsible for all litigated clgims, including duties of protast
acknowledgment, setting dockets, and conducting hearings in all administrative
matters pertaining thereto. Legal support parsonnel also provides court report-—
ing services for Charleston and Hmmtington dockets. The adjudicatory function of
the Fund is performed by this Division at the direction of the Commissioner, with
specific responsibility for initial ruling and rulings on petitions for modifi-
cation and submitted claimg, Abstracts are alsc prepared in this Diviasion for
cases appealed to the Workmen's Compensation Appeal Board.

The function of the Operations Divislon 1s to process work related in-
jury claims, make payment of benefits, maintain financial status of fund, main-
tain statistical data of claims, mlecrofilms all records, and maintain all hard
copy claim records, review claims exceptions, update all lost-time disability
payments, prepares amual reporte, and maintain bonds for salf-lnsured sub-
scribers.

The Data Processing Division comsists of four sections., Ths Analysis
and Programming Sectlon is responsible for development, maintenance and design of
tha data processing system. The Quality Control Sectionr is responsible for sub-
mitting scheduled deta processing jobs and monitoring of scheduled generated
computer reports. The Coding Section is responsible fer providing control and
coding various documents received by the Fund. The Data Entry Sectlon is respon-
sible for nearly 90% of all entries made to the computer system by use of termi-

nals.



The Claims Management Division consists of three sections. The Reha-
bilitation Section reviews files of the long term disabled to datermine 1If claim-
ants may benefit from vocatlonal rehabilitation, authorizes and interprets neces—
sary testing to determine vocational potential, and works in coordination with
the Division of Vocational Rehabilitation in the menagement of claims. The Medi-
cal Exceptions Sectlon 1is respobsible for correcting all charges made in error
against the employer, for all returned madical checks and pay orders, for seeing
that all "New System" travel bills are audited, processed and entered on the sys-
tem, for any bllls which, through normal chamels, cammot be processed for pay-
ment, and to see that bills already enterad in the system are corrected so that
they will be paid. The Medical Sectlon reviews medical data In order to deter-
mine entitlement to Workmen's Compensation benefits, counsels claimants, employ-
ers, and legal representatives as to their rights and responsibllities, author-
lzes treatment and care, dispanses medical information to those individuals in-
volved in advising them of the nature of injury and treatment, performs research
for decision making in regard to active claims and maintains records of mediecal
related transactioms.

The Accounting Divialon consists of ten sectlons: Processing, New Ap-
plications, Sucessions/Reinstatements, Terminations/Refunds, Rates, Quality Con-
trol, Fiche, Auditing, Delinquencies, and Field Representatives.

The primary rasponsibilitles of the Accounting Division are to enroll
and terminate employers in the system; collect employers' premiums due the Fund;
update the employer accounts so ISSD can bill the employer each querter; and,
collect premiums due the Fund f£rom delinquent employers.

The Occupatlonal Pneumoconiosis Division's function is to process all
claims which are filed under the laws of the Workmen's Compensation Fund. They

are responslble for the following areas of cleim management:



l. Initial review and orders;

2. Setting examinations;

3. Transwmitting findings;

4. Handling of protests;

5. Setting dockets for hearing and making referrals for additlonal

medical axaminatioms;

6. Processing transcripts;

7. Final review and orders; and,

8. Monitoring of appeals.

This Division recelves epproximately 2,000 new claims a year and all claims are
referrad to the Occupational Pneumoconiosis Board for exsminations.

The Workmen's Compensation Commission also serves as administrator of
the Coal Worker's Pneumoconiosis Fund, a reserving system for employers' liability
under the Federal Coal Mine Health and Safety Act of 1969, as amended. This pro-
gram is directly separate from the State Workmen's Compensation Program. Coal
mine operators and other employers whose employment provides exposure to the
bhazards of occupational pneumoconicosis may elect to contribute to the Fund at
levels set by the Commissioner. Claims are paid upon a directive of the United
States Department of Labor after emtitlemant of benefits is determined under the
Federal Act.

This report contains a summary of the activities and financial data of
the West Virginla Workmen's Compemsation Fund for the period ending June 30, 1981.
Currently, the Fund has approximately 38,000 regular subscribers and 131 self-
insured employers. A total of 548,982 employees are covered by regular subscrib-
ers and 103,429 by self-insured. These are the average number of employees re-
ported by employers. Total wages reported by the employers for the period ending
June 30, 1981 was $8,603,423,311.60 of which $5,832,232,765.09 was reported by
regular subscribers and $2,771,190,546.51 by self-insured subscribers. The Fund
received $139,722,325.06 in premiums from regular subscribers and $19,525,077.69
in assessments from the self-insured subscribers. During the period, a total of

54,428 accidents were reported by regular employees and 22,178 from self-insured



employees. The Fund pald a total of $113,218,548.37 in benefits from the regular
Fund and $67,257,039.72 in benefits was pald by self-insured subscribers.
Presently, 3,572 widows, 1,123 children, 3,540 permenently and totally
disabled workers, and 1,605 permament partial disabled workers are receiving
benefits from the Fund. The maximm monthly benefits paid to wldows during the

year was $1,138.80.
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COMMISSIONER AND ADMINISTRATLIVE STAFF

As of June 30, 1982, the Workmen's Compensation Fund staff consisted of
three hundred and forty-six employees. All employaes are covered by the West
Virginia Civil Service System except the Commissioner, the Executive Secretary,
three Appeal Board Members, thirteen 90-day exempt employeces and fourteen other
employeas.

During the period covered by the audit, the Fund was umder the following
Commissioners:

B, Frederick Becker . « « ¢ ¢ ¢« ¢« ¢« ¢ o &+ o « o June 3, 1974 -~ January 17, 1977
George D, Blizzard . « + + ¢ o« o o » o« + » » January 18, 1977 — March 31, 1980
Gretchen 0. Lewis (Acting) ., . +« + ¢ o +» « o - » 4pril 1, 1980 -~ July 6, 1980
Gretchen O, Lewl8 « ¢« + « o o o o o o ¢« s o« o s o » » » July 7, 1980 - Present

The Administrative Staff ar the close of the audit period was as

follows:
Williem Mitchell .+ 4 o o ¢ ¢ ¢« ¢ o o« o« ¢« s s o s o » +» » « Executive Secretary
Mary BOWMAN . « « o ¢ o « o o« o o o« o o« Director, Administrative/Claim Service
Do HAll &+ o o ¢ o o o o o o s o ¢ o« o « s o o + o o Director, Legal Division
Alex Pollitt . . .« + ¢ « « + ¢« «+ s+ o« s+ » o s » o Director, Operations Division
Frank Cipolat « « o + o o ¢ s o« o ¢« s+ o » » Director, Data Processling Division
John FArley . o o o o« o o o s« o o o s o o s o & o + Director, Claim Management
Fred DI1Iom v ¢ o o « ¢ « ¢ ¢ ¢ ¢ « o« s« s« & & & s Direetor, Accounting Division

Samuel Davi8 . 4 o 4 4 o o« o o o o o » o« Director, Occupational Pneumoconiosis



OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

SUMMARY -OF FINDINGS, RECOMMENDATIONS AND RESPONSES

AREAS OF NONCOMPILIANCE

Accoumting Division

1.

2,

Deposit of receipts are not being made within twenty-four hours as re—

quired by State law.

We recommend the Fund estgblish procedures to assure all funds received
are deposited in compliance with Chapter 12, Article 2, Sectiom 2 of

the West Virginia Code.

The Fund is implementing the recommendafion. (See pages 18-20.)

The Fund appears to be lax in enforecing Chapter 23, Article 2, Section
5 and 5A of the Workmen's Compensation statute concerning delinquencies.

We recommend the Fund comply with Chapter 23, Article 2, Section 5 and
5A of the West Virginia Code and enforce and utilize all remedies avall-

able. to them in the collection of delinquent premfims.

The. Fund L& implementing ihis necommendation, (See pages 20-25.)

Non—Payment of PuBlic Employees' Health Insurance Premiums

3.

During our examination of expenditures made by the Workmen's Compensa-
tion Fund, we noted the Fund was unable to-pay the total insurance pre—
miums due the Public Employees' Health Insurance Board. for the months

of May and June of 1980 due to insufficient funds In the fwmsurance ac-

counts.



We recommend the Fund take appropriate action to satisfy this obligation.

The Fund 448 implementing ihis recommendation. (See pages 25-27.)

Occupational Pneumoconiosis Board

4. Board members are not paid a per dlem salary as required by Chaepter 23,

Article 4, Section 8A of the West Virginia Code.

We recommend the Fund comply with Chapter 23, Article 4, Section 8A of

the West Virginia Code.

The Fund has implemented ihis recommexdation. (See pages 27 and 28.)

Surplua Fund

5. Interest income 18 being used to provide funding for the Surplus Fund.

We recommend the Fund comply with Chapter 23, Artiele 3, Section 1 of
the West Virginia Code and cease the practice of assesaing Iinterest

earned on Investments to fund the Surplus Fund.

The Fund doeas noit agree with gour interprefalion of Chapfen 23, Miticle
3, Seation 1 of the Wesit Virginia Code £in utilizing intenesi eawned on
investment Lo fund the Surplus Fund, (See pages 28 and 29.)

6. Amounts being set aside in the Surplus Fund for regular subscribers and

gelf~Insurers are in excess of percentage set hy statute.

We recommend the Fund comply with Chapter 23, Article 3, Section 1
and Article 2, Section 9 of the West Virginia Code In funding the Sur-

plus Fund,

- 10 ~



The Fund does not agree with yown intenprefation of Chapter 23, Anticle
3, Section 1 and Anticle 2, Section 9 of the Weat Virginia Code concern-
ing funding of ihe Surpius Fund. (See pagas 29-31.)

Appeal Board

7. The Appeal Board did not submit an anmual budget to the Workmen's Compen-

sation Commissioner.

We recommend the Appeal Board comply with Chapter 23, Article 5, Section
2 of the West Virginia Code and submit an ammual budget to the Workmen's

Compensation Commissioner to be included as a separate item in the Fund's

budget.

The Fund 48 implementing this recommendafion. (See page 31.)

Workmen's Compensation Advigory Board

8. The Advisory Board did not submlt an amuval report to the Commissioner and

Legislature for fiscal years 1981 and 1982.

We recommend the Advisory Board comply with Chapter 23, Article 1, Section
18 of the West Virginla Code and submit en annual report to the Commis-

sioner and the Legislature.

The Advisony Board has fust been necently reenacted agtern having been
previously "sunseted”. As of yet not all of the new members have been
appoinied. (See pages 31 and 32.)

Self-Insured Fmployers

9. Self-insured employers are not providing information to the Fund showing

- 11 -



current resexrves for all open claims.

We recommend the Fund enforce Section 4, Rule 4,02E of the Fund's Rules
and Regulations and require self-insured employers to provide the Fund

Information showing current reserves for all open claims.

The Fund {8 going to undergo a fairly extensdve review and revision of

out rules. (See pages 32 and 33.)

10, Self~insured employers are not balng assessed a proportion of the claims

expense for those employers who are delinquent in the payment of premiums,

We recommend the Fund comply with Chapter 23, Article 2, Sectliom 9 of the
West Virginia Code and assess self-insured employers an amount for the
expense of claims paid for those employers who are delinquent in the pay-

ment of thelr premiums,

The Fund has <implemented this recommendation. (See pages 33 and 34.)

Fee Schedule

1l. We noted the Fund does not use a schedule of maximum reasonable amounts
to be pald to medical vendors treating injured employees as requlred by

Chapter 23, Article 4, Section 3 of the West Virginla Code,

We recommend the Fund comply with Chapter 23, Article 4, Section 3 of the
West Virginia Code and establish a schedule of maximum reasonable amounts

to be pald to medical vendors.

The Fund will implement Lthis necommendation. (See pages 34 and 35.)

- 12 -



Witness Fees

12, Our review of fees paid to witnesses subpoenaed to appear at appeal hear-
ings indicataed the party who requested the subpoena did not always pay
the fees and mileage of the witnees as raquired by Chapter 23, Article 1,

Section 10 of the Weat Virginia Code.

We recommend the Fund comply with Chapter 23, Article 1, Section 10 of the
West Virginia Code by paying the witness fee of only those persons sub-
poenaed at the Instance of the Commissioner and pay those witnesses the

fees and mileage provided for witmesses in civil cases in the circuit

court.

The Fund believes Lt has 1o pay the witness fees due to recent Supreme

Count decisions. (See pages 35 and 36.)

Equipment

13. We were unable to trace several ltems purchased iIn fiscal year 1980 and
1981 to the Department of Finance and Administretlon's master inventory
list or to the Fund's inventory control list. Also, the last physical

inventory conducted by the Fund was in November, 1979.

We recommend the Fund conduct an annual physical inventory and update the

inventory to reflect any transfers of equipment.

The Fund has necently completed an update of our inventory. (See pages 36
and 37.)

- 13 ~



INTERNAT, CONTROL AND ACCOUNTING SYSTEM

Iriddequate Bad Check Control

14,

The Accounting Division 1s not maintaining a bad check register for re-
cording bad checks when they were made good. Also, the Division is slow

in notifying employers of the bad checks.

We recommend the Fund establish a bad check register for recording bad
checks upon receipt and the date the checks wera made good. Also, insti-~

tute procedures to more effectively notify employers of bad checks.

The Fund {s maintaining a master 20g 04 checks in onden £o comply with

this necommendations. (See pages 38 and 39.)

Telephone Usage

15.

Our study and evaluation of intermal controls revealed there are no con—

trols over long distance telephone calls to prevemt abuse,

We recommend the Fund institute procedures to prevent the abuse of tele-
phone usage by establishing a telephome log which Ineludes date call was

made, number called, reason call was made and person meking call.

The Fund has implemented new procedured in oxder to strewngthen intesnal
controls oven oun ielephone usage. (See page 32.)

Returned Benefit Checks

16.

Our review of benefit checks returned to the Fumd indicated an internal
control weakness. The effect of this weakness 1s to allow the possible

unnoticed theft of checks.

Under current procedures egtablished in Jume of 1982, all benefit checks

- 14 -



returned to the Fund are recorded upon receipt by mailroom persomnel.

The checks are then delivered to various divisions where they are signed

for and redeposited.

The Fund has implemented new procedunes 1o cure the problems in this
area. (See page 40.)

Overpayment of Claims

17,

18.

We noted the Fund has made a substantial number of overpayments to claim-
ants., A computer report generated by the Fund liating overpald claimants
as of October 6, 1982 indicates 9,269 claimants were overpaid. The total
amount overpaid was $5;152,656.92 of which $584,806.14 has been repaid
leaving an outstanding balance of $4,56?.850.78; These overpayments re—

late to claimg from fiscal year 1975 to October 6, 1982,

We recommend the Fimd establish a system to minimize overpayments.

The Fund is implementing this recommendation. (See pages 41-49.)

According to police Investigative reports, a mall clerk employed by the

Fund stole 48 Workmen's Compensation benefit chacks toteling $28,646,99.

We racommend the Fund do the following:

1. Establish procedures to strengthen internal control in the mallroom
over the recelpt and delivery of mail.

2, Submit a report of losses to Kanawha County Circult Court, Adult Pro—
bation Department to receive restitution.

3. Submit a ¢laim to the State Board of Risk and Insurance Management to

recover ita' losses,



The Fund has implemented these necommendations. (See pages 49-51.)

- 16 -«



OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

GENERAL REMARKS

INTRODUCTION

A financial and compliance audit of the Office of the Workmen's Com—
pensation Commissioner has been completed. The audit covered the period July 1,
1974 through June 30, 1928l. A financial and compliance audilit determines whethar
the financial statements of an audited entity presents falrly the financial posi-
tion and the results of financilal operations in accordance with generally ac-
cepted accounting principles and whether the entity has complied with laws and
regulatfons that may have a material effect upon the financial statements.

SPECIAL REVENUE ACCOUNTS

During our audit period, the Workmen's Compensation Fund operated from

the following special revenue accounts:

Accoumt Number

9000-99

% Appropriated by the Legislature.

Account Number Account Description
*9000-00 Personal Services
*3000-01 Current Expenses
#9000-02 Repairs and Alterations
#a000-03 Equipment
*3000-04 Soclal Security Matching
2000~-05 Purchase of Investments
Q000-08 Awards
2000-13 Employers' Refunds
*9000-16 Public Employees' Retirement Matching
9000-17 Sundry
A catch-all accowmt that eliminates
duplicate charges being shown on em-
ployers' charge statements.
*9000-20. Public Employees' Health Insurance
gQ00-25 Disabled Workers' Relief Fund

To transfer funding to this program.

General Operation

Cash Control

Receipt of premlums from employers to
cover cost of administering workmen's
compensation benefits.

- 17 -



Account Number Disbursement Accounts

9010-06 Administrative Expenses
9010-08 Awards

Disabled Workers' Reliaf Fumd

9010-%9 Cash Control
For receipt of interest earned on Invest-—
nents of Workmen's Compensation Fund; for
administering expenses and awarding re-
lief to disabled workers.

Coal Workers' Pneumoconiosis Fund

902505 For receipt of premiums and other employer
refunds; to disburse for administrative ex-
penses and to persons entitled to benefits
in accordance with federal laws.

AREAS OF NONCOMPLIANCE

Chapter 23.of the West Virginia Code generally governs the Workmen's
Compensation Fund. We testad applicable sections of the ahove plus general State
regulations and other applicable chapters, articles and sectlons of the West Vir-
ginia Code as they pertain to fiscal matters. Our findings are listed below.

Depoglt of Receipta Are Not Being Made Within
Twenty—-Four Hours as Required by State Law

Effective July 1, 1981, significant changes were made In Chapter 12,
Article 2, Section 2 of the West Virginia Code which requires the depositing of
monies to the State Treasury within twenty-four hours after receipt. Our review
of the Accounting Division's receipt and deposit procedures for complliance were
extended through May 31, 1982. This was done to review the Division's current
procedures since any recommendations concerning compliance during the audit peri-
od ended June 30, 1981 would not have been applicable to the current procedures.

Our review of the Accounting Division’s receipt and deposit procedures
indicates the Division 1s having serlous problems in depositing funds recelved
within twenty-four hours as required by Chapter 12, Article 2, Section 2 of the

West Virginia Code which states in part:

- 18 -



"All officlals and employees of the state authorized by statute

to aceept moneya due the State of West Virginia ... shall deposit

within twenty-four hours with the state treasurer all moneys re-—

ceived or collected By them for or on Behalf of the state for any

purpose WiatsBOEBVEer....'

We tested receipts received by the Fund during the months of March,
April and May of 1982. Workmen's compensation premlums are due thirty days fol-
lowing the end of a quarter, therefore, our test encompassed slack and peak

periods of the Fund's receipt of premimms. Our test revealed the following:

Compliance Noncompliaence Total

March 1982

Number of Ttems 379 15.832 2,015 84.17% 2,394 100%

Amount $ 401,668 22.12% § 1,413,816 77.887 $ 1,815,484 1007
April 1382

Number of Items 1,872 13.73% 11,758 86.272 13,630 100%

Anmount 1,001,228 8.03%2 11,459,965 91.97Z 12,461,193 100%
May 1982

Nuuber of Items 1,029 5,952 16,271  94.05% 17,300 100%

Amoun t 2,231,204 7.95% 26,057,313 92.05Z _28,308,517 100%
Totals:

Number of Items 3,280 9.847 30,044 90,167 33,324 100%

Amount $ 3!6542100 8.58% §385931!094 01.427 $42,585£194 1002

By not depositing these funds as required, potential Interest income is
lost and the possibility of theft or misplacement of the fumds Is increased.
Substantial interest was lost by the Fund during the test period. We obtained
from the State Board of Investments the interest rate for the months of March,

April and May. We calculated the interest lost to be as follows:

Month Interest Lost
March 1982 § 2,266.82
April 1982 15,017.30
May 1982 64,842.21
Total Interest Lost 282!126.33

_19_



In our opinion, 1t appears the delay 1s caused by the large volume of
raports and checks recelved within a few days after the last day reports are
due. Normally, three clerks are used to process the reports and checks through
the system, however, other clerks in the Division assist during the rush period.
Also, a delay i1s caused by the checks and reports bheing sent to the cashler for
deposit without tapes attached. The present procedure is for the cashier to
balance the checks to the reports by preparing tapes on each before preparing
a depogit. We believe the reports and checks should be separated after the re-
celving clerks verify the amount of the checks to the reports and a tape prepared
for deposit hefore sending them to the cashier. The cashier should then verify
the checks to the tape and process the deposits, This would eliminate the cash-
ier having to run two tapes on the reports and checka to balance before making
deposits. Also, i1f for any reasom, a report has to be held up, & copy of the
check should be made and attached to the report. The check should then be pro-
cesged lmmediately.

We recommend the Fund astablish procedures to assure all funds received
are deposited In compliance with Chapter 12, Article 2, Sectlon 2 of the West
Virginia Code, as amended.

The. Fund is now evaluating several alternatives Lo insune that in the
futurne transaction of business, all funds recefved are deposited in compliance
with Chapier 12, Article 2, Section 2 of ihe Code of West Vinginia, as amended.

Delinguencies

The Fund appears to heve been lax In enforcing Chapter 23, Article 2,

Sections 5 and 5A of the Workmen's Compensation statute.

Sec, 23-2-5. Payment of premiums; payroll report; effect of failure to
pay premiums or make payroll report; reinstatement; application for benefits;
deposit to insure payment of premiumsy; refund of depesit notice to employ-
ees. — For the purpose of creating a workmen'’s compensatlon fund each em-
ployer subigct to this chapter shell pay the premiums of ligbilities based upon
and baing such a percentage of the payroli of such employer &s may have heen
determined by the commissioner and be then in effect. Tha premiums shall be
paid quarterly on or before the last day of the next succeeding month for the
preceding quarter, and shall be the prescribed percentags of the total earnings of
all employses within the meaning of this chapter, for such preceding quarter.

- 20 -~



The minimum premium to be pald by any employer for any quarter shall be one
dollar and fifty cents. The premiums and deposits provided for in this chapter
shall be paid by the employers to the state compensation commissioner, who
shall fssue receipts for all sums so received to the state treasurer and retain a
copy for his own records. All sums received by the workmen’s compansation
commissioner as harein provided shall be daposited in the state treasury to the
credit of the workmen's compensation fund in the manner now prescribed by
law for depositing money in the state treasury. Each employer shall make g
payroll report to the commissioner for each quarter as heretofore specified, and
such report shall be on the form or forms prescribed by the commisstoner, and
furnish all information required by him.

No employee of an employer required by this chapter to subscribe and
pay premiums to the workmen‘’s compensation fund as herewn prescribed shall
be denied benefits provided by this chaptar bacause of the failure of his employ-
er to subscribe, or pay premiums into, the workmen’s compensation fund as
herein provided, or because of the employer's failure 1o make the quarterly
payroll reports required by the commissioner; Provided, That any employer re-
quired by this chapter to subscribe and pay premiums to the workmen's com-
pensation fund as herein provided and who fails 1o do so shall be liable 1o the
workmen’s compensation fund for all benefits paid from the fund to his employ-
aas, 83 well as for all premiums otherwise due and owing to sald fund as hereln
providet:: Provided, however, That any employer required by this chapter to
subscribe and pay premiums to the workmen’s compensation fund, or to make
the quarterly payroll reports required by the commissloner, as harein provided,
and who fails to comply with such requirements, shall be deprived of the bene-
fits and protectlon afforded by this chapter, Including sectlon six of this artiale,
and shall be liable as provided in section eight of this article, a3 well as for all
benetits paid to said employes as provided by this chaptar.

An smployer required by this chapter to subscribe and pay premiums to
the workmen's compensation fund, and to make the quarterly payroll reports re-
quired by the commissioner as herein provided, and who defsults or fails to com-
ply with any of said requiraments shall be restored to the benefits end protec-
tion of this chapter only upon the payment into the workmen's compensation
fund of all unpaid premiums, penalties, and charges, provided hergin, and the
making of all delinquent quarterly payroll and other reports required by the
commissioner,

Failure by any employsr not required by this chapter, but voluntarily
electing to subscribe and pay pramiums to the workmean’s compsnsation fund as
herein provided, to pay premiums as herein provided, or to make the quarterly
payroll reports required by this chapter, shall deprive the employer so dalin-
quent of the benefits and protection afforded by this chapter, in¢luding segtion
six of this article, and shall automatically terminate the election of such employ-
er to pay into the workmen's compensation fund as herein provided, and such
employer shall be liable for the injury or death of any employes occurring after
the termination of such election as provided in section eight of this article. The
commissionar shall not be required to notify the delinquent employer of such
termlnation, but he shell notify the employees of such employer by written no-
tico posted as hereinafter provided for in this section. The termination of elec-
tion o! such delinquent employer shall date from twelve o'clock p.m., of the
last day of the month in which he fails to pay the premiums or make a payroll
report, as above provided, for the preceding quarter.

The employer so delinquent may be reinstated upon application under
guch terms as are prescribed by this chapter and by the commissioner hereunder,
after the payment into the workmen’s compensation fund of all unpaid premi-
umg, penalties and charges. Such reinstatement ehall be in effect from and after
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the date thet the new application is eccapted by the commissioner: Provided,
That such delinquent employer shall be entitled to the benefits and protection
of thig chapter until twelve o’clock p.m., of the last day of the month immed.
iataly succeeding the month in which his election Is terminated, and his employ-
ees shall ba entitled to compensation for injurles received during such period,

Any employer required by this chapter to subseribe and pay premiums to
the workmen’s compensation fund, or hereafter glecting to avail himss!f of the
benetits of this chapter as herein provided, shell at the time of making applica-
tion to the commissioner deposit in the workmen's compensation fund an a-
mount estimated to be equal to the amount of the premium which shall be paid
by him for the next succeeding quarter. Any employar whoss deposit is lass than
the amount of his premium for the last quarter shall, upon writtan request from
the commissioner mailed to his address &s cerrled upon the books of the com-
* migsioner by twelve o’clock p.m., of the last day of the month In which request
Is mailed, pay to the commissioner & sum sufficient to make his deposit at lsast
egquel to the amount of his premium for the |ast preceding quarter, ard failure of
any employer to comply with such written request within the time specified
shall constitute a default in parformance of the requirements of this chapter and
shall deprive him of the benefits and protection atforded by this chapter, and
shall sutomatically 1erminate any voluntary election to pay into the workmen's
compensatien tund as herein provided, and such employer shall be liable to his
employees as provided in section sight of this article; end tha commissioner ghall
not be required to notify the delinquent employer of such termination or de-
fault, but he shall notify the empioyees of such employer by written notics
posted as hereafter provided for in this section. The termination of election of
such employer shall date from twelve o’clock p.m., of the last day of the month
in which he is notified by the commissioner that his deposlt is not equal to the
sum of his premium for the last preceding quartsr. Such employer may be rein-
stated upon application under such terms as are prescribed by this chapter and
the rules of the commissionsr. The deposit hereinbefore described shall ba eredi-
ted to the employer’s account on the books of the commissloner and used to
pay premiums and any other sums dug the fund when stuch employer becomes
delinguent In the payment of same, .

Upon withdrawal from the fund or termination of election of any em-
ployer, he shall be refunded 1he balance due him of his deposit, after deducting
all amounts owed by him to the workmen's compensation tund, and the com-
missioner shall notity the employees of such employer of said termination In
such mannar as he may decm hest and sufficient.

Noilice to employees in this section provided for shall be given by posting
written notice that the emplover is delinquent undar the compensation law of
West Virginia, and in the case of empioyers required by this chapter to substribe
and pay premiums to the fund, that the delinquent employer is liable to hls em-
ployees for injury or death, both in workmen’s compensation benefits and in
damages at common law or by statute; and, in the case of employers not re-
quired by this chapter to subscribe and pay premiums to the fund, but voluntar-
ily electing to do 5o gs herein provided, that neither the employer not the em-
ployess of such employer are protected by said law as to any injury or death sus-
tained after the date specitied in said notice. Such notice ehall be in the form
prescribed by the commissioner and shall be posted in & conspicuous place at the
chief works of the employer, as the samg appear in records of the commissioner,
If the said chief works of the employer cannot be found or identifled, then sald
notlces shall be posted at the front door of the courthouse of the county in
which said chief works are located, according 1o the records in the commisslon.
er's office. Any person who shall, prior to the reinstatement of the sald emplay-
er, as hereinbelore provided for, or prior to sixty days after the posting of sald
notlce, whichever shall first occur, removs, deface or render illegible the said no-
tice, shall be quilty of a misdemeanor, and, upon conviction thereof, shall be
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fined not to exceed five hundred dollars, and the sald notice shall state this pro-
vision upon its face. The commissioner may require any sheriff, deputy sherltf,
constable, or other offictal of the State of Wast Virginia, who may be authorized
to serve civil process, 1o post such notice and to make retum thereof of the fact
of such posting to the commissioner, end any failure of such offiger to post any
notice within ten days after he shall have received the seme from the commigs-
ioner, withaut just cause or excuse, shall constitute a willtul failure or refusal to
parform a duty required of him by law within the meaning of section twanty-
elght, article five, chapter sixty-one of this code. Any person ectually injured by
regson of such failure shall have an action agalnst said official, and upon any of-
ficial bond he may have given, for such dameges as such person may actually
have incurred, but not 1o exceed, in the case of any surety upon seid bond, the
emount of the penalty of said bond, Any official posting said notice as herein re-
quired shall be entitled to the sama fee as is now or may hereafter be provided
for the servica of process in suits instituted in courts of record in the State of
West Virginia, which fee shall be paid by the commissioner out of any funds at
his disposal, but shall be charged by him ageinst the account of the employer to
whoss delinquency such notice ralates. (1813, ¢. 10, Sec. 24; 1916, ¢, B, Sec. 24;
1919, c. 131, Sec. 24; Code 1923, ¢. 18P, Sec, 24; 1838, c. 137; 1947, c. 164,
1949, c. 136; 1970, ¢. 80; 1974, ¢c. 14b.)

Sec. 23-2-6a, Colilection of premiums from defaulting employers; civil
remedias; injunctive relief; sceratary of state to withhald certificates of dissolu-
tion. — The commissioner in the nams of the State may commence a civil action
against an employer who, after due notice, delaults in any peyment required by
this chapter. |f judgment is against the emplayer he shall pay the costs of the ac-
tion. Civil actions under this section shall e given preference on the calendar of
the court over all other civil actions.

Any payment and interest thereon due and unpaid under this chapter
shall be a personal ohligatien of the employer and shall, in eddition thereto, be
a lien enforceable against all the property of the employer: Provided, That no
such lien shall be enforceable as against a purchgser [including a [ien creditor) of
real estate or personal property lor a valuable consideration without notice, un-
less docketed as provided in chapter ninety-nine, acts of the legislaturs, regular
session, one thousand nine hundred forty-three.

in addition to all other civil remexdlies preseribed herein the commissioner
may in the name ol the state distrain upon eny personal property, including in-
tangible property, of any employer delinquent for any payment and interest
thereon. If the commissioner has good reason to believe that such property or a

_substantial portion thereol is about to be removed from the county in which it
is situated, he may likewise distrain in the name of the state before such delin-
quency occurs, For such purpose, the commissioner may require the services of
a sheriff of any county in the State in levying such distress in the county In
which the sheriff is an officer and in which such personal proparty is situated. A
sherit! so collecting any payments and interest thereon shall be entitled to stch
compengation as is provided by [aw for his services in the levy and enforcement
of execurtions,

In case a busingss subject 1o the payments and interests thereon impaosed
urxiar this chapter shall be operated in connection with a receivership or insol-
vency proceeding in any state court in this state, the court under whose direc-
tion such business is operated shall, by the entry of a proper order or decres in
the ceuse, make provisions, so far as the assets in administration will permit, for
tha regular payment of such payments as the same become due.
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The secretary of state of this State shall withhold the issugnce of eny
certificate of dissolution or withdrawal in the case of any corporation organized
under the laws of this State, or organized under the [aws of any other state and
admitted to do business in this State, until notified by the comnrnissiorer that all
payments end interest thereon against any such corporation which is an employ-
er under this chapter have been paid or that provision satisfectory to the com-
missioner has been made for payment.

In any case when an employer defaults in payments, or interest thereon,
for as many as two calendar quarters, which guarters need not be consecutive,
and remains delinquent after due notiee, and the commissioner has bean unable
to collect such payments by any of the other civil remedies preseribed herein,
the commissioner may bring action in the circuit court of Kanawha County to
enjoin such employer from continuing to earry on the business in which such
liability was incurred: Provided, That the commissioner may &s an alternative
to this action require such delinquent employer to file & bond in the form pre-
scribed by the commissioner with setisfectory surety in an amount not less than
fifty percent mare than the payments and interest due. (1874, c. 145.)

We noted the Accounting Division was not sending delinquent notices.
to all delinquent employers who had failed to file & quarterly report with the
Fund as required, Wa were told by employees of the Accoumnting Division that
delinquent notices had not been sent to all delinquent employers since 1977.
The Accounting Director told us affective June 1, 1982 delinquent notices would
be sent to all employers who were delinquent at the close of the March 31, 1982
quarter.

According to records made available to us, the Fund has approximately
10,790 employers who were delinquant in falling to submit a quarterly report to
the Fund from one to six quarters as of December 31, 1981, As of May 1982, wo
were provided with a list of 34 employers owing the Fund $4,458,932.78 In premiums
which the Fund had filed liens against. We were also providad with another list
of 212 employers owing the Fumd $1,851,544.76 of which the Fund was Iin the process
of £iling liems. Although the Fund is making every effort to collect delinquen-—
cles, ilt appears 1t will be many months before the Fund can audit the delinquent
accounts to determine how much 1s owed the Fund., It is fmpossible for the Fund

to determine the dollar amount of dalinquency until all migsing reports are
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received from the employer.

We recommend the Fund comply with Chapter .23, Article 2, Sections 5 and
5A of the West Virginia Code and eﬁforce and utilize all remedies available to
them in the collection of delinguent premiuma;

In your remarks regarnding the audif of the Fund, you state that the
Fund has been "2ax in enforecing Chapter 23, Article 2, Section 5 and 5A of the
Wornkmen's Compensation statute,” Howeven,_ you also point out that the Fund is
now making every effont to collect delinquencies....."

Notwithstanding the fact that the Fund may have been 2ax in this area
in the past, substantial effornis are now being made £0 enfonce and utilize all
remedies available fon the collection of delinquent premiums, We are cuwurently
An the process of prepaning settlement agreements for those employens who elected
1o settle their delinquent accounts pursuant o the setilement Legistation passed
during the firat special session of the Legislatune convened in Spring of T283.

Non-payment of Public Employees' Health Insurance Premiums

During our examination of ezpenpditures made by the Workmen's Compensa—
tion Fund, we noted the Fund was imable to pay the total insurance premiums due
the Public Employees' Insurance Board for the months of May and June of 1980 due
to insufficient funds in the insurance account. Premiums due for the month of
May $17,587.14 and June $17,506.42 totaled $35,093.56. Of this amount, the Fund
paid $4,473.58 leaving a balance due the Public Employees' Insurance Board of
$30,619.98 for fiscal year 1980, As of the date of this report, this amount has
not been paid.

Through an analysis of the Fund's payments to the Insurance Board, it
appears the Fund's inabilty to pay these premiums resulted from an increase in

premium rates charged by the Insurance Board for 10 months of fiscal year 1980.
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The Fund receives an annual appropriation specifically for the payment of insur-
ance premiums. The appropriation for fiscal year 1980 was $169;675.00 Oor approx-
imately $14,140.00 per month. Premiums due for the months of July and August aver-
aged $14,400.00 per month and for September through June increased to an average

of the $17,500.00 per month, thus, resulting in insufficient funds in the insur-

ance account.

The amount due could have been paid had the Fund requested the Governor's
approval to expend from collections more than the amount appropriated by the Leg-
islature for iInsurance premiums. Spending units operating from thelr own collec-
tiong are allowed to expend more than authorized by following guldelines set forth

in Chapter 54, Article 2, Section 20 of the West Virginmia Code which states:

If the amount actually collected by @ spending unit exceeds the amonnt which
it s anthorized to expend from collections, the excess in collections ahall be set
aside in a special surplus fund for the spending unit. Expenditures from this
fund shall be made only in accordance with the following procedure:

The spending officer shall submit to the commissioner:

(1) A plan of expenditure showing the purposes for which the surplus is to
be expended, and

(2) A justification statement showing the reasons why the expenditure is
necessary and desirable.

The commissioner shall submit the request to the governor with his
recommendation.

If the governor approves the plan of expenditure and justification statement,
and is satiafied that the expenditare is required to defray the additfona] cost of
the service or activity of the spending unit, and that the expenditure Is in
sccordance with sound fiscal policy, he may authorize the use of the surplus
during the current fiscal year. Notices of such authorization sha!l be sent to the
- atate auditor, the state treasurer and the legislative auditor.

An expenditure from a specia) surplus fund without the authorization of the
governor, or other than in accordance with this section, shall be an unlawful use
of public funds, (1939, . 39, § 32; 1961, c. 132; 1969, c. 18))

The wathorily of the governor lo increaxe excerds U amoand nndnﬁudhyﬂl
the sppropristion af a spending wail does nol :{?gﬁvaWCQNmﬂmu& Aun'y Gen,, Feb.
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The Fund requested and received authorization from the Governor to in—
crease the equipment appropriation for fiscal yeatr 1980. The appropriation was
increased $21,850.00, 1.e., from $83,200.00 to $105,050.00. In fiscal year 1981,
the Fund was again unable to meet expenditures for the Public Employees’® Insurance
premiums and Soclal Security Matching contributions, however, the Fund requested
and received authorization from the Governor to increase appropriations on these
two items., The appropriation for the Public Employees' Insurance Board was in-
creased $16,000.00, i.e., from $224,583.00 to $240,583.00 and the Social Security
Matching appropriation was increased $13,000.00, i.e;, from $229,500.00 to
$242,500.00,

We recommend the Fund take appropriate action to satisfy this obliga-
tion.

The appropriate action necessary to satisfy ihis obZigation £s being
faken.

The Occupational Pneumoconiocsis Board Members Are Not Paid
a Per Diem Salary as Required by the State Code

The Occupational Pneumoconiosis Board members are not being pald a per
diem salary as required by Chapter 23, Article 4, Sectlon 8A of the West Virginia
Code which statesa:

"... The commissioner, from time-to~time, ghall fix the per

diem salary, computed on the basis of actual time devoted to

the discharge of thelr duties, to be paid each member of such

board, and they shall also be entitled to reasonable and nec-—

essary traveling and other expenses Incurred while actually

engaged in the performance of thelr duties ...."

Currently, members are paid $60.00 per examination and $25,00 per hear-
ing. Normally the Board sees 40 claimants on a docket day, thus, possibly earn-
ing $2,400.00 per day. Three members of the Board constitutes a quorum and must

be pregsent for the transaction of business, therefore, the State pays at least

$7,500.00 per day every day the Board meets. There are approximately 60 dockst
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days each year.

We recommend the Fund comply with Chapter .23, Artlcle 4, Section 8A of
the West Virginie Code.

A new method for compuiing the salarnies of the Occupational Preumoconi-
0848 Board Members has now been esfablished and implemented., This method encom-
passes a per diem rafe computed on the basis of actual time spent by the !
Board Membens in discharging thein dutics, as nequired by statute. Additionally,
the "actual Time" basis is being monitored and neviewed to insure that the per
diem rate is an accunate neflection of actual fime spent.

Interest Income Is Being Used to Provide Funding
For the Surplus Fund

Currently, the Workmen's Compensation Fund assesses amounts paid by
regular subscribers and self-insurers and interest earned on investments as a
means of fumding the Surplus Fund, Funding for the Surplus Fund is provided for
In Chapter 23, Article 3, Section 1 of the West Virginla Code, as amended, which
states In part:

"... Ten percent of all that shall hereafter be paid into the

workmen's compensation fund by subscribers ... shall be set

aside for the creation of a surplus fund umtil such surplus

fund shall smount to the sum of five hundred thousand dollars,

after which time the sum of five percent of all money paid

into such fund shall be credited to such surplus fund...."

We interpret this to mean only monies pald into the Fund by subscribers shall be
set agide for the Surplus Fund and not the interest earmed on investments.

We recommend the Fund comply with Chapter 23, Article 3, Section 1 of
the West Virginia Code and cease the practice of assessing interest earned on
investments to fimd the Surplus Fund.

The basis fon youn remaihs in this regand are based on a nawow inter~
pedation of Chapier 23, Article 3, Section 1 of the West Vinginia Code, as
amended,
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Our interpretation of this statute diffens, in that since the statute
does noi speak fo the issue of interest, we feel that it is only fair that inter-
est eanned should be credited to the source. We feed that this intenpretation is
not only fair and just, but would be upheld by our Supreme Count 4if challenged.

Amounts Being Set Aside In the Surplus Fund For Regular Subscribers and
Assessed Agalnst the Self-Insurers Are In Excess of Percentage Set by Statute

As previoﬁsly stated, funding for the Surplﬁs Fund is provided by set-
ting aside 10Z of everything paid into the Workmen's Compensation Fund by sub-
scribers umtil the Surplus Fund amounted to $500,000;00; at which time the per-
centage was reduced to 5Z. Self-lnsurers who elect to pay into the Surplus Fund
are to pay upon the gsame basis end in the same percentage as prémiuurpaying sub-
scriberas as stated in Chapter 23, Article 2, Section 9 of the Weat Virginia Code,
as amended. OQur review of the funds set aside for the Sﬁrplus Fund indicates the
Workmen's Compensation Fund is setting aside much moré than the 5% set by statute.
For example, for fiscal year ending June 30, 1981 the Fund set aside for the Sur-—
plus Fund 8.1% or $11,337,440.64 of the $139,722,325.06 collected in premiums
from regular subscribers. If the Fumd had complied with the 57 set by statute,
the amount set aside would have been $6,986,116.25, therefore, the regular sub-
acribers had an excess of $4,351,324.39 set aside. A detailed analysis of regu-
lar subscribers for fiscal years 1976 through 1981 appears on page 74 of the Sup—
plemental Information section of this report.

Self-insured companies are belng overassessed for the Surplus Fund.
Prior to July 1, 1982, self-insured companies were being assessed 2% for the
catastrophe account and 6Z for the sacond injury account for a total assessment
of 82, Currently, the assessment 1s 1% for the catastrophe account and 6% for
the second injury account for a total assessment of 74. We were umable to cal-
culate the dollar amount of overassessment of self-Insured companies since we

were unable to determine the actual premium due on which to meske the assessment.
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4lso, the percentage used to make the assessment is different.depending on the

coverage elected by a self-insured employar. However, the Fund estimated that

under the worst interpretation of the law it could be determined that the over-
charges were $28,000,000.00 between 1975 and the present.

We recommend the Fund comply with Chapter 23, Article 3, Section 1, and
Article 2, Section 9 of the West Virginia Code in funding the Surplus Fund,

Ay in the previous nemark above neganding the application 0§ the inter~
est eanwned by the Surplus Fund, owr practice regarding the neserving and assess-
ment of premiums for this Fund, although diffening fnom your interpretation of
the statute, T believe i3 proper under the Zaw and jusiified by reason, equity
and common sense, Let me briefly explain our positiont

The Sunplus Fund was §instl created by statute in 1'?15 and

in 1923 the cwwrent percentages and swiplus (i.c. set aside

10% until swyelus of $500,000 then reduce £o 5%) wene statu-

Lonily prescribed. At this time, however, the Surplus Fund

was o cover catasirophe hazand and all Zosses not othemwise

specified and iX did not cover second infury Life awards as

it does Loday. 1 am of the opindon that my nesponsibility

1o maintain a solvent Fund £in this case overrides stfatutory

percentages and a totel dollan swiplus amount which is Lewibly

outdated. Funther, £ &8 very unlikely that from a actuarial
ddandpoint the Sunplus Fund does not have a $500,000 sunplus

and Zherefore oun charge fo self-inswrens would be Less than

presecibed by statufe. The percentages that arne cwuently

being charges are simply what it costs Lo maintain the Sua-

plus Fund., UWere we fo administer this Fund {in a mawmer con-

sdstent with your interpretation of the statute, the charges
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for the Sunplus Fund would . consiantly fLuctuate bac.!; and
fonth between 5% and 10% every yearn. At the present fime,

I am hesitant %o change the method of administering this Fund
witdd an actugnial sfudy which i8 now underway fo deleamine
whether a surtplus even exisis, is complefed.

The Appeal Board Did Not Submit an Annual Budget
to the Workmen's Compensation Commissioner

Chapter 23; Articla 5, Sectlon 2 of the Weat Virginia Code states in
part:

"... The board shall submit its apnual budget to the state

compensation commisgsioner for inclusion as a separate item

in the budget estimates prepared by him annually...." -

In our examination of the Workmen's Compensation Fund's budget, we
noted the budget for the Appeal Board was not included as a separate item: We
also learned through discussion with Appeal Board personnel that the Board does
not submit an amual budget to the Workmen's Compensation Commissioner.

Ezpenses for the Board are included in the Workmen's Compensation Legal
Division budget. Salaries and other operating expenses of thé Board are paid
from the operating accounts of the FPund and are not distinguishable from the Fund
expenses, therefore, we were unable to determine total operating cost of the Ap-
peal Board,

We recommend the Appeal Board comply with Chapter 23, Article 5, Sec-
tion 2, of the West Virginia Code and submit an annuqi budget to the Workmen's
Compensation Commissioner to be included as a separate item in the Fund's budget.

In regards £his nemark, yowr recormendations have already been on are
in the process of being complied with.

The Advisory Board Did Not-Submlt-an-Annunal Repoxt-to--the-
Commissioner and Leglslature for Fiscal Years 1981 and 1982

In reviewing the activities of the Workmen's Compensation Advisory
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Board, we noted the Board has submitted only one ammual report dated February
14, 1980 to the Commissioner amd Legislature during the period July 1; 1979
through June 30, 1982. The Board must submit an.annual report as required by
Chapter 23, Article 1, Section 18 of the West Virginia Code which states in
part:

it

+++ By the second Wednesday of January of each year the board
shall prepare and deliver to the workmen's compensation com—
missioner and to the legislature a report of all the matters
it considered, recommendations it made and plans it formulated
during the preceding calendar yeat...."

We recommend the Advisory Board comply with Chapter 23, Article 1, Sec-
tion 18 of the West Virginia Code and submit an annual report to the Commisaioner
and Legiglature,

The Advisory Board has fust been necently reemacted affern having been
previously "Aurwe,ted“'. As of yet not all of the new members have been appointed.

Self-Insured Employers Are Not Providing Information to the Workmen's
Compensation Fund Showlng Current Reserves for All Open Claims

Section 4, Rule 4.02E of the Workmen's Compensation Fund's Rules and
Regulations states:

"Once the privilege of self-insuring has been granted said

privilege will continue contingent upon tha self-insurer

providing on a8 year-to-year basis iInformation showlng cur-

reat reserves for all opaen claims.®

We could find no evidence of this iInformation being provided to the
Workmen's Compensation Fund. The Fund establishes reserves for all open claims
of self-linsured employers, however, they have not required the self-insured em-
ployer to provide the Fund with informstion showing the reserves set aslde to
cover their claims.

We recommend the Fund enforce Section 4, Rule 4,02E of the Workmen's
Compensation Fund's Rules and Regulations and require the self-insured employers

to provide the Fund information showing current reserves for all open claims,
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With negard fo oun Rules and Regulations, because of some very recent
Supreme Count decdaions, in partioular Meadows, e,taf.«suf.ema, Cémamm
and UMBA, efe. v. Lewds, 'Comwm; we must undergo a fairly extensive review

and revision of our nules.

Self-Insured Employers Are Not Being Assassed a Proportion of the Claims
Expense for Those Employers Who Are Delinquent in the Payment of Premiums

The amoumt self-insured employers must pay into the Workmen's Compense-
tion Fund is covered under Chapter 23, Article 2, Section 9 of the West Virginia
Code, as amended, which states in part:

"... Any employer electing under this section shall on or before

the twentieth day of the first month of each quarter, for the

preceding quarter, file with the commlssioner a sworn statement

of the total earnings of all his employees subject to this chap-

ter for such preceding quarter, and shall pay into the workmen's

compensation fund a sum sufficient to pay his proper proportion

of the expenses of the administration of this chapter, and 2 sum

sufficient to pay his proper portion of the expenses for cleims

for those employers who are delinquent in the payment of premiums,

and a sum sufficient to pay his falr portion of the expenses of

the disabled workmen's relief fund, as may be determined by the

commissioner....”

Currently, the Fund assesses self-insured employers an amount for the
administration of the Fund and an amount for the Disabled Workmen's Relief Fund,
Self-insured employers are mot being assessed an amount for the claims paid for
employers who are delinquent iIn the payment of premiums, In discussing this with
Fund personnel, we learned the Fund interprets this section of the Code to mean
claims pald on self-insured employers who are delinquent in the payment of pre—
miums. Since there were no self-insured employers who were delinquent in the
payment of thelr premiums, self-insured employers were not belng assessed an
amownt for this expense. We interpret thils section of the Code to mean claims
paid for all subscribers who are delinquent in the payment of premiums,

We recommend the Fund comply with Chapter 23, Article 2, Section 9 of

the West Virginia Code and assess self-insured employérs an amowmt for the
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expense of the claims paild for those employers who are delinquent in the payment
of their premiums.

The claims expense §or d&,{nquen.t employers has always been built into
our haiing sysitem, Howauen,_ beginning July 1, 1983, this was esfablished as a
sepanaie expense Liem Lo self-insured employers.

Fée Schedule

We noted the Workmen'’s Compensation Fund does not use a schedule of
maximum reasonable amounts to be pald to medical vendors treating injured em-
ployees. Chapter 23, Article 4, Section 3 of the West Virginia Code states in
part:

"The commissioner shall establish, and alter from time to time

a8 he may determine to be appropriate a schedule of the maximum

reagonable amounts to be paild to physicilans, surgeons, hospiltals

or other persons, firms or corporations for the rendering of

treatment to injured employees wnder this chapter ... the per-

son, firm or corporatlon rendering such treatment is hereby pro-

hiblted from making any charge or charges therefor or with re-

spect thereto against the injured employee or other persons, firm

or corporation which would result in a total charge for treatment

rendered in excess of the maximum amoumt set forth therefor in

the commissioner's schedule established as aforesaid....”

The ¥und used a maximum fee schedule prior to 1976. However, since
that time one has not been used due to medical vendors resistance to set fees,
Currently, medlcal vendors are reimbursed the usual and customary rates for their
services. The effect of the lack of a maximum fee schedule is to create a wide
range of allowable medical costs for similar services. This creates a situation
where improper billing practices could occur. To alleviate this weakness the
Pund has included in thelr fiscal 1983-84 appropriation request an improvement
level package which would provide $360,000.00 to acquire a computerized medical
bill review system. This system would implement a medical fee schedule in ad-
dition to monitoring medical bills for excessive treatment and duplicate bill-

ings.
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We recommend the Fund comply with Chapter 23, Article 4, Section 3 of
the West Virginia Code and establish a schedule of maximum reasonable amounts to
be paid to medical vendoré;

We are cwwrently in the process of a complefe redesdgn of owr compuier
sysfem, An dintegrnal part of that nedesign is the development and implementation
of a fee schedule. We ane hopeful that the fee schedule will be one o4 the
§inst syatem components £o be put in place.

Witness Fees

Our review of fees paid to wltnesses subpoenasd to appear at appeal
hearings indicated the party who requested the subpoena did not always pay the
fees and mlleage of the witness, Also, the fees paild to gome wltnesses were in
oxcess of that received by witnesses in civil cases in the circuit eourt. Chap-
ter 23, Article 1, Section 10 of the West Virginia Code stetés:

"Each offlcer who serves such subpoenas shall receive the same

fee as a sheriff, and each witness who appears in obedlence to a

subpoena before the commissioner or an inspactor, or an examiner,

shall receive for his attendance the fees and mileage provided

for witnegss in cilvil cases in the circuit court, which shall be

audited and paid out of the workmen's compemsation fund In the

same mamey as other axpensas are audlted and paid, if such wit-

ness was subpoenaed without the request of either clalmant or

employer at the instance of the commisaloner or an inspector or

gn examiner, The witness fee and mileage of any witness sub-

poenaed by, or at the instance of, either clalmant or employer

shall be paid by the party who subpoenaed such witness."

We reviewed 10 cases where subpoenaed witnesses were pald fees and mile-
age for appearing at a hearing., Each of the witnesses were subpoenaed to testify
on behalf of the claimant. Seven physiclans were subpoenaad upon the instance of
the Commissioner and the other three were upon the instance of the claimant's at-—
torney. The Fund paild the appearance fee iIn each of these cases. We were inform-
ed that it Is the Fund's policy to pay the appearance fee of all treating physi-
cians and physicians that clalmants had been referred to by the Fund., When other
wltnesses are subpoenaed the party that requests the subpoena pays the witness

fees.
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We noted that a lay witness, which is considered to .be a non—~expert by
the Fund, is pald between $10.00 and $20.00 for a hearing appearance and 1s reim-
bursed $;15 per mile For travel expénse. These are the feés set by the cilrcuit
court to be paid witnesses In civil cases., The Fund considers physicians to be
expert witnesses and pays each such witness the usual and customary amowunt, The
emount pald to each physiclan in the 10 cases we reviewed ranged from $50.00 to
$200,00.

The effect of paying the witness fees of all treating physicians and
referral physiclans and the payment of fees up to $200.00 is to potentially de-
plete the Fund of resources needed to pay benefits.

We recommend the Fund comply with Chapter 23, Article 1, Section 10 of
the Weat Virginia Code by paying the witness fees of only those persons gub-
poenaed at the instance of the Commissioner and pay those witnesses the fees
and mileage provided for witnesses in civil cases In the circult court.

Your necommendation in this Jr.egtvuil falls to Zake info account at Least
two factons which must always be comsidered. Finsk, subpoenas are often re~
quested for the purpose of cross-examining a witness who has previously provided
Lestimony on a wiitten report on behalf of the other parnty. It 48, therefore,
Amportant Lo defenmine whose witness is being subpoenaed in addition to who re-
quests Zhe subpoena. Second, frequent decisions by owr Supreme Cournt often
change the way this stafute is applied. Even at the present time, we are re-
viewing the Count's decision in UMWA, efe. v. Lewis, Cormissioner, as it relates

1o witness fees.

Equipment
Our test of equipment indicated that several items puyrchased during fis—

cal year 1980 were not in Department of Finance and Administration's master in-

ventory list., We were also wmable to trace equipment items purchased in fiscal
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years 1980 and 1981 to the Fund's imventory control list. The last physical in-
ventory conducted by the Fund was November, 1979,

A system of iInternal controls would include a check of inventory against
records. The Fund should maintain an adequate method of inventory to eliminate
the opportunity for concealment; This 1g of gpeclal importance since the Fumd
has incurred the theft of typewriters on two occaslions after moving to their Lewis
Street location,

The Department of Filnance and Administration requires all agencies to
conduct an annual Inventory. The Department's Handbook of Purchasing Procedures
on page 59 under "Equipment Lost, Stolem and/or Damaged” states, "An annual inven-
tory must be taken by all agencies; When the agency recelves its computer read-
out of equipment they should check it against what they have....”

We recommend the Fund conduct an amual physilcal inventory and update
the inventory to reflect any transfers of equlpment.

In compliance with this necommendation, we have necently completed an
update of oun inventony.

INTERNAL CONTROL AND ACCOUNTING SYSTEM

As a part of our examination, we reviewed and tested the system of
internal accounting control to the extent we consldered necessary to evaluate
the system as required by generally accepted auditing standards. Under these
standards, the purpose of such evaluation 1s to establish a basis for reliance
thereon in determining the nature, timing and extent of other auditing proce-
dures that are necessary for expressing an opinion on the financial statements,

The objectives of intermal accounting control are to provide reasonable,
but not absolute, assurance as to the safeguarding of assets against loss from
unauthorized use or disposition, and the rellability of financial records for

preparing financlal statements and maintaining accountability for assets. The
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concept of reasonable assurance recognlzes that the cost of a system of Inrcernal
accounting control should not exceed the benefits derived and also recognizes
that the evaluatlion of these factors necessarily requires estimates and judgments
by management.

There are inherent limitations that should be recognized in comsidering
the potential effectiveness of any system of internal accounting controll In the
performance of most control procedures, errors can resﬁlt from mlsunderstanding
of instructions, mistakes of iudgment, carelessness, or other peraonal factors,
Control procedures whose effectiveness depends upon segregation of duties can be
circumvented by collusion; Similarly, control procedures can be clrcumvented
Intentionally by management with respect either to the executlon and recording of
transactions or with respect to the estimates and judgmenta requiréd in the pre-
paration of financial statements. Further, projection of any evaluation of in-
ternal control to future periods is subject to the risk that the procedures may
become inadequate because of changes in conditlons and that the degree of com—
pliance with the procedures may deteriorate.

Our atudy and evaluation of the system of internal control for the per-
iod July 1, 1879 - June 30, 1981, which was made for the purpose set forth in the
first paragraph above, would not necessarily disclose all weaknesses in the sys-
tem. However, such study and evaluation disclosed conditions that we belleve to
be weaknesses.

Inadequate Bad Check Control

The Accounting Diviasion 18 not maintalning a bad check reglster for re-
cording bad checks when they are made good. The poassiblity that the checks
might be lost or stolen is Increased by not recording them, According to the
State Treasury records, $339,621.52 in bad checks was charged back to the Work-

wen's Compensation Fund during fiscal year 1980-81., Our review of bad checks on
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hand as of May 15, 1982 indicated the Fund had $146,010,03 in bad checks. The
Accounting Divislon is attempting to epllect these checks, however, letters that
were attached to the checks indicated the Division is slow in notifying the em—
ployers of bad checks. Some employers had as many as three bad checks on file.

We recommend the Fund establish a bad check register for recording bad
checks upon receipt and the date the checks are made good. Also, institute pro-
cedures to more efflclently notify employers of had checks.

We are now maintaining a master Log of checks in ornden Zo comply with
this recommendation.

Telephone Usage

Our study and evaluatilon of internal controls revealed there is no con-
trol over long distance telephone calls to prevent abuse. Good controls would
comprise 4 plan to ensure all calls are for business purposes and not for personal
T2as0Nns.

Under current procedures of the Fund, phone bills are received in the
Business Office where they are divided by division and referred to the division
directors to be approved for payment. The directors are supposed to account for
all long distance calls, however, we were informed that in most cases the direc-
tors sign the bills asserting that all long distance telephone calls were made
for business purposes. The Fund also receives a monthly computer printout of all
calls made on the Dain system, however, this also is not being reviewed. The
Fund has 103 phone numbers and 176 extentions., With this many telephone numbers
and no control to prevent abuse, the possibility of abuse could be great.

We recommend the Fumd Inatitute procaedures to prevent the possible
abuse of telephone usage by establishing a telephone log which Iincludes date call
was made, number called, reason call was made and person making call.

New procedunes have been implemented in onden to strengthen internal
eontrnols overn owr felephone usage.
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Returned Beneflt Checks

Our review of beneflt checks returned to the ¥Fund indicated an Iinternal
control weakness, Checks are returnad to the Fund for warlous reasons including
death of claimant and Iinsufficient address. When checks are received they are
delivered to the Inquiry SectionL If the reason for the return is death of a
claiment, the check i1s redeposited and the claimant's file is updated. If the
check 1s returned due to insufficlent address, it is filed alphabetically in an
unlocked box on a clerk's desk and retained there while a search 1s made for a
current address. No record is made in the Inquiry Section of checks returned. If
a correct address is obtained, the check 18 remailed to the claimant and a record
18 made documenting the return and remailing of the check; If all efforts fall to
produce a correct address, the checka are retained in a metal box for a period of
up to four months at which time they are redeposited; At the time of our review
on March 11, 1982, there were 103 checks on hand totaling $24,784.48.

The effect of this internal control weakness 1s to allow the possible
unnoticed theft of checks due to the fact that the checks are not recorded when
returned to the Fund and are kept In a non-safe container.

As a result of this weakness, the clerk who had control over the re-—
turned checks was suspended in June 1982 for gross misconduct. The clerk alleg-
edly was involved in the negotiation of a claimant's check that was returned to
the Fund., This was brought to the attention of the Fund after the claimant in-
quired about hils check.

Under current procedures established in Jume of 1982, all benefit
checks returned to the Fund are recorded upon receipt by mailroom personnel. The
checks are then delivered to various divisions where they are signed for and re-
deposited,

New procedures have been implemented 4o cune the problems in this areq.
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Qverpayment of Claims

We noted the Workmen's Compensation Fund has made a'sﬁbstantial number
of overpayments to claimants., A computer report generated by the Fund 1isting
overpald claimants as of October 6: 1982 indicates 9;269 claimants were overpaid.
The total amoumt overpald was 35;152,656.92_of which $584,806,14 has been repaid
leaving an outstanding balance of $4;56?,850;78: These .overpayments relate to
claims from fiscal year 1975 through October 6, 1982,

Our review of twenty-sik overpayments indicated a varlety of reasons
for the overpaymentss

S5ix temporary total disability awards were ruled overpayments

because the clailmants returned to work while still receiving

benefits;

Five temporary total dlsability awards were denied because
they were protested by the employers causing the claimants to
be overpaid;

Five permenent partial disability awards were denled after
protest;

The Commissioner lowered a cleimant's permanent partial dis-
abllity awards after he received hls benefits;

Claimant's application contained the wrong date the disabllity
began causing him to be overpaid;

After an employer protested a claim, 1t was determined the
claimant's ending date of disability was wrong;

The Fund made an adminigtrative error on the date disability
began for a claimank;

Error in the calculation of a permanent partial disability
award;

Error in the calculation of a temporary total disabillity
gward;

Claimant's temporary total disabllity award was denied after
review by the Commissioner;

The State Treasury issued a duplicate permanent partial dis—

ability check by mistake after a claimant denled receiving
his check;
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One overpayment was later overturned on appeal; and,

One overpayment was charged to a previous claim for an ear-
lier injury.

Of the overpayment claims we reviewed, 1t appears that three such
claims were possibly submitted with intent to defraud; Oﬁe claim where there
appears to be intent to defraud the Fund was submitted on January 15, 198l. The
claimant injured his back while 1ifting. The employer protested the March 2,
1981 ruling of compensability on March 10; 1981 and requested an independent medi-
cal evaluation; The claimant receivéd'témporary total disabllity benefits from
January 8, 1981 through May 18, 1981 totaling $4;139.20 and medical vendors were
paid $3,026.20, A hearing was held by the Workmen's Compensation trial examiner
on October 5, 1981. The claimsnt was not present at the hearing and the employer
testified the claimant had missed an appointment for an independent examination.
The claiment was issued a subpoena to attend the next hearing on April 5, 1982
but did not attend. Instead, the claimant's attorney submitted a note signed by
the claimant withdrawing his claim. The Commissioner ordered the claim be dis—
missed on May 12, 1982 and sent a latter to the claimant on June 9, 1982 stating
he was overpaid $4,139.20. Nome of this overpayment has been repald and no legal
action has been taken agelnst the claim. Also, medical benefits of $130,00 were
paid for this clalmant and have not been repaild.

Another claim where there appears to be Intent to defraud the Fund was
submitted on April 23, 1979, The claimant injured his arm in a mining accident
and was awarded temporary total disability benefits starting April 23, 1979.

On June 5, 1980, the employer protested the ruling of May 7, 1980 extending these
benefits., A hearing was held on October 30, 1980. The claimant stated he hadn't
worked since his injury and the hearing was continued by request of the employer

for additional evidence., The next hearing was held on March 6, 1981, At this
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hearing, a private investigator hired by the employer testifled that he observed
and filmed the claiment working for a tow-truck company on May 28 and 29, 1980.
The film was shown at the hearing; however, the clalmant stated that it wasn't
he in the fi1lm. The hearing was coﬁtinued at the employer's request, The claim-
ent’s temporary total disability bemefits were stopped on September 15, 1981.

A hearing was held on October 14; 1981 aﬁd the claimant stated he had made in-
correct statements at the last hearing by stating he worked at a wrecking
service from January 1980 through June 10, 1980 and again in August 1980, The
claimant's attorney stated that the claimant was not temporarily totally dis-
ebled after January 1980. On April 16, 1982, the Commissioner ruled that all
temporary total disability benefits after January 15; 1980 are overpayments.

On April 30, 1982 the claiment was notified he was overpaid'$19,3l9;?4. None of
this overpayment has been repaid and no legal action has béen taken against the
claimant., Also, medical bemeflts of $3,831.25 wére paid for this claimant and
have not been repaid.

Another claim where there appears to be intent to defraud the Fund was
submitted after an injury on October 13; 1977. The claimant hurt his back while
lifting scrap iron and was awarded temporary total disability bemefits on
December 27, 1977. The employer protested the award on January 5, 1978. A hear-
ing was held on September 6, 1978 where wltnesses claimed the claimant intended
to fake an injury to obtaln Workmen's Compensation benefits., The hearing was
continued for more medical evidence. The next hearing was held on Jume 13,

197% but was also continued umtil the claimant's doctor could testify, At the

next hearing on December 20, 1979, the claim was submitted to the Commlssioner
27, 197 _.g. On August 18, 1980, the Comnissioner set aside the December 27,

1980, {_ ' ating the injury was not due to employment. - Oﬁ September 7, =
1980, the claimant appealed the decision to the Appeal Board. On August 29,

1981, the Appeal Board affirmed the Coumissioner's order. On October 22, 1981,
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the clalmant was notified he was overpaild $27,942.86 for temporary total dis-
abillty benefits from October l4, 1977 through June 12, 1979 and from October
2, 1979 through August 18, 1980. The claimant has gince had $780.00 withheld
from another claim for a new Injury leaving an umpald balance of $27,162.86.
Also, medical benefits of $108.00 were paid for this claimant and have not been
repaid.

We noted two instances where claimants' overpayments were ilncreased
due to delays in the appeal process. One claimant fractured his shoulder on
May 21, 1978, The employer protested the claim on July 19, 1978, The clalmant
was awarded temporary total disability benefits on August 23, 1978. A hearing
was held on November 6, 1979 and by joint motion by both counsels was continued
to the next available docket. On March 25, 1980, a hearing was held and four
witnesses agreed that the claimant's injury occurred during a selzure. The
claim wag then submitted to the Commissioner for a ruling. On September 23,
1980, the Commigsioner set aside the initial ruling and determined that all bene-
fits pald were to be classifled as overpayments because the Injury was not Job
related, The claimant was notified on October 9, 1980 that he was overpaid
$10,660.57 in temporary total disability benefits from May 22, 1978 through
April 23, 1979, The claimant appeasled the Commissloner's decision on October 30,
1981 to the Appeal Board, The Appeal Board affirmed the Commissioner' decision.
No repayment has been made. Also, medical benefits of $936.00 were pald for
this claimgnt and have not heen repaid.

Another claimant injured his back and neck on October 25, 1977. The
claim was ruled compensable on March 17, 1978 and he was awarded temporary total
disability benefits. The employer protested the claim on April 7, 1978. A
hearing was held on July 11, 1978 and was continued to the next available docket
in order to gather further medical evidence. At the second hearing on October

16, 1978, the clailmant was not present and his attorney requested the case be
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continued. At the third hearing on February 27, 1979, the employer made a mo-
tion to continue the clalm, At the fourth hearing on June 19, 1979, 1t was agreed
that the claim be submitted to the Commissioner for her declslon. The Commis-—
sloner affirmed the previous award on January 2, 1980. The employer appealed
this ruling to the Appeal Board on March 26, 1980. On August 12, 1980, the claim
was closed on 2 temporary total disability basis and the claimant was granted
a 5% permanent partial digability award. On January 29, 1981, the Appeal Board
reversed and set aside the Commissioner's order and denled the claim on the
grounds that the claimant's Injury occurred while on vacatlon and not on the
Job. The claimant was notified on March 25, 1981l that he was overpald $25,256.34
in benefits for the period October 26, 1977 through February 28, 1980. On
April 8, 198l, the claimant's 5% permanent partial disabillity award of $3,207.77
was ruled an overpayment. No repayment has been made by the claimant. Also,
medlcal benefits of $3,726.88 were made for thls claimant and have not been re-
pald.

The five cases listed above where claiments were overpald was ini-
tially ruled on correctly by the Fuimd. However, when the employer protested
the awards and further evidence was introduced conceruning the injurles, the de—
lays in the Fund's appeal process caused the overpayments to Increase aignifi-
cently. In the filrst case, the employer protested the claim 15 months before
the claim was dismissed during which time the claimant was pald $2,128.32, 1In
the second case, the employar protested the claim 22 months before the claim
was dismissed during which time the claimant was pald $14,376.60. In the third
case, the employer protested the claim 32 months before the claim was dismissed
during which time the claimant was paid $25,254.86. In the fourth case, the
employer protested 25 months before the claim was dismissed during which time
the claimant was pald $7,934.00. In the fifth case, the employer protested 32
months before the case was dismissed by the Appeal Board during which time the
claimant was pald $20,545.42.
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While the fund is raquired by statute to continue o pay claimants
while claims are in the appeal process and it takes each of the partles involved
time to prepare theilr cases, it appears the number of hearing continuances
granted and the backlog of cases has greatly Increased the amount of overpayments.
The total $70,239.20 pald to the 5 claimants listed above could probably not be
reduced to zero, but it could be greatly reduced by a faster appeal process.,

The individual employers are not charged for these claims that are later ruled
overpayments, however, the Fimd must pay the costs and indirectly all employers
in the State pay the cost of thege overpayments through higher premiums.

We also noted one overpayment that was initially ruled compensable in
error by the Fund. According to the claim submitted on August 26, 1981, a mech-
anic employed by a car dealer was injured while eating lunch at a restaurant on
April 30, 1981 when a bottle of ketchup exploded in his hand. The Commissioner
ruled this claim compensable on September 1, 1981. The claimant received $5,283.23
in temporary total disability benefits from May 1, 1981 through September 13,
1981. On September 24, 1981, the Commigsioner reversed her previous decisiom
and denied the claim stating that the injury was not suffered in the course of
employment. The claimant was notifled on October 28, 1981 that he was overpaild
$5,283,23 in temporary total disabllity benefits and the Commissioner requested
the claimant to refund these overpayments, On October 13, 1981, the Commissioner
received a request from the claimant's physician requesting more surgery for the
claiment. This request was denled on November 16, 1981, The records indicate
that more surgery was performed on Dacember 1, 1981 and the Fund was billed for
all medical expenses. The total medical expemses pald on this claim were
$6,570.70, of which $2,066.50 was paid for the period April 30, 1981 through May
13, 1981 and $4,503.90 for the period December 1, 1981 through December 9, 1981,
The total overpayment on the claim was $11,853.93. To date the Fund has

collacted $1,510.00 of the $5,283.23 in temporary total benefits paild the claim-
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ant, by withholding portions of temporary total disability benefits on a new
claim £iled with the Fund for an Injury sustained on November 11, 1982. We
could find no evidence where the Fund has attempted to collect the overpayments
from the hospital or the doctor.

Our review of overpayments included gsome of the larger overpayments and
at least one of each type of overpayment. The 26 overpayments reviewed totaled
$236,253.86 of which $6,171.00 was repaid or withheld from a claim for a new in-
Jury of three of the overpald claims. Eight of the 26 cases are still in the
appeal process,

In addition to overpayments to claimantg, the Fund has made overpayments
to medical service vendors when a clalm was totally rejected. Under the rules
and regulations of the Fund, medical bills are pald during the period that a claim
is in litigation. If the claim is subsequently rejected, the Fund must recover
from the party to whom payment has been made, Tt is not the responsibility of
the party who received treatment or services to repay the Fumd, Of the twenty-
8ix overpayment claims we reviewed, six were totally rejected and medical vendors
were overpald. However, in only three cases were the medical vendors notified
they were overpald, and only in one of these cases had some of the medical ven~—
dors refunded thelr fees. The Fund does not have a complete listing of all medi-
cal bllls that were pald and subsequently determined to be overpald. It appears
that this caused the Medical Exceptlons Section to not be aware of all rej]ected
claims in order to try and collect these overpayments.

While our review pointed out the various reasons for overpayments, it
also indicated that the total $4,567,850.78 listed as overpald is not accurate
8ince It contains amounts that were not actually overpaid. For example; one
overpayment was later overturned on appeal and overpayment was charged to a pre-
vious claim for an earlier injury. In addition, the total amoumt overpald could

be altered both upward or downward by many cases noé_in the appeal process,
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We also noted the long delays in the appeal process cause many overpayments to
increase in amowmt since the claimants are paid while appeals are in process.

The Fund notifies claimants by letter that they were overpald and the
amount they owe the ¥Tund. In none of the overpayment claims we raviewed had the
claimants been sent a second request to repay the Fund., The Fund has not taken
legal action against any claimant who was overpaid. In order to collect the
overpayments, the Fund notes these persons as overpald on the computer system
and 1f they receive benefits from a new claim a part or all of the previous over-
payment 1s deducted from the new claim.

The effect of these overpayments 1g to create inequities within fhe
Workmen's Compensation system. Some clalmants are wnmjustly enriched at the ex-
pense of the employers In the State. This causes all employers' premium rates
to increase, Due to a low number of repayments, it appears the reluctant efforts
of the Fund to collect the overpayments hag led to unwlllingness by claimants to
repay overpayments and essentially the only way the Fumd collects overpayments
is when the person has a second injury.

We recommend the Fund establish a system to minimize overpayments.

You naised a numbern of diffenent issues undern this heading. 1 set
them out and comment brledly:

A.  Fraudulenitly Filed Claims:

When such claims are discovered, we confact Zhe appro-

priate authonities and cooperate fully in the prosecution of

those individuals who aitempt fo dedraud fhe Fund. Recently,

an invesitigation by ithe federal authornities nesulted in a

number of individuals beding indicted, all bui Zwo have pleaded

guilty and thein sentences now include nestifution to the Fund.

Additionally, we now contract with an investigating fim in

onden X0 deal "in houde™ with those cases that fall just shoni

of criminal activity,
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B, Ovesrpayments Because of Slow Litigation Process:

The Supreme Count's decision in Meadows, ef als v.

Lewis, Commissioner will have a Lot fo do with speeding up

owr Litigaiion process in the fuiwre.
C. Overpaymenis Lo Medical Vendons:

We are cuwrently in the process of neviewdng and restruct-
wiing our entine procedure in this atea.

D. Use of Set-044 on Second Awand as Method of Collecting
Ovestpayment:

This methed for collecting overpayments has proved ithe most
cost effective when compared with the alternative methods To us.

Theft of Forty-Eilght Workmen's Compensation Bepefit
Checks Totaling $28,646.99

According to police iInvestigative reports, & mall clerk employed by
the Workmen's Compensation Fund stole 48 Workmen's Compensation bemefit checks
totaling $28,646.99 during his term of employment, November 11, 1977 through
February 2, 1978. This employee was terminated for absenteelsm.

It appears this theft occurred due to a weakness in Internal control
in the mailroom. The employee's dutles as a mail clerk consisted of collecting
mall from all offices throughout the Fund; processing it through the central
matlroom; delivering it to the post office; picking up mail at the post office;
and, delivering it to the various offices in the Fund. This employee worked
from 7:30 a.m, to 3:30 p.m. Monday through Friday, working alone from 7:30 a.m.
to 8:00 a.m.

According to the police investigative reports and other records made
available to us, it appears the Fund was mot aware of any checks being stolen
untll August 4, 1978, when a state policeman called by the bank auditor of the
First Natlonal Bank of Belle to investigate a Workmen's Compemsation check that

was deposited In that bank as a possible forgery. The police Investigation re-—
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vealed the 48 checks totaling $28,646.99 were deposited in bank accounts opened
December, 1977 and January, 1978 by the employee in four area banks., The deposits
were made during the period January through May 1, 1978. Five of the checks
totaling $8,415,.20 were not pald by the banks. As of May, 1982, the State Treas-
ury had received bank credits on 7 of the stolen checks totaling $3,240.35 leav-
ing a net loss due the Fumnd of $16,991.44,

On August 11, 1978, this employee was arrested in the Charleston Na-
tional Bank and charged with uttering a forged check. He was taken before a
maglistrate and placed under a $20,000.00 bond and released. Om April 17, 1979,
the employee appeared before a judge in the Circult Court of Kanswha County and
pleaded guilty to three counts of uttering, grand larceny and uttering. On
August 27, 1979, the employee appeared before the jJudge to.recelve sentencing.
Sentencing was suspended and the employee was released on probation for a period
of five years with aspecific terms and conditions, one of which was to make res—
titution on a regular monthly basils to all victims for the loss or damages caused
by the crime,

The four banks involved in the crime submitted reports of thelr losses
totaling $16,215.78 to the Adult Probation Department of the Kanawha County Cir—
cult Court. We could find no evidence of the Fumd reporting its losses to the
Court. The banks began receilving restitution on April 22, 1980. As of April,
1982, according to information made available by the Court, the employee has made
$775.00 in restitution to the banks with the last payment recelved by the Court
on September 10, 1981. The Pund has not received any further credits from the
banks other than the original $§3,240.35., Also, in reviewing correspondence be-
tween the Court and the banks, one bank was expected to recelve partial restitu-
tion for 1ts losses from its insuramce company.

Also, we could find no record of the Fund submitting a claim to the

State Board of Risk and Insurance Management to recover its losses.
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We recommend the Workmen's Compensation ¥und do the following:
1. Establish procedures to strengthen intermal control in the mailroom over
the receipt and delivery of mail;
2, Submlt a report of losses to the Kanawha County Circuit Court, Adult Pro—
bation Department to receive restitution; and,
3, Submlt a cleim to the State Board of Risk and Insurance Management to re-

cover lts losses.

Puwisuant to your hecommendations in this regand, we have esfablished
procedunes to strhengthen this control weakness and have compiled the informaiion
necessarny and will fransmit the same {o Lhe Kanawha County Cineuit Court and
the State Boand of Risk and Indurance Management.

- 51 -



AUDITORS' OPINION

The Honorable Encil Bailey
Legislative Auditor

State Capitol - West Wing
Charleston, West Virginia

8ir:

We have examined the balance sheet of the Office of the Workmen's Compensation
Commissioner as of Jume 30, 1981 and Jume 30, 1980, and the related statements
of revenues, expenses and changes in fund balance and changes in financial
position for the years then ended. Except as explained in the following
paragraph, our examination was made in accordance with genmerally accepted
auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

Chapter 23, Article 2, Section 1 of the West Virginla Code requires all state
governmental agencies, persoms, firms, assoclations and corporations regularly
employing another person or persons for the purpose of carrying on any form

of industry, service or business in West Virginia to subscribe to the Workmen's
Compensation Fund. The Office of the Workmen's Compensation Commissioner does
not have records indicating the total membership of the Fund nor were there
records indicating the total amowmts due the Fumd. The Office's raecords do
not permit the application of adequate alternative procedures regarding the
total premiums recefvable and the related contra account. As described in

its premiums recelvable balance at the balance sheet date, This method Is not
in accordance with generally accepted accounting principles.

In our opinion, subject to the effects on the financial statements of adjust-
ments, 1f any, as might have been required had the premiums receivable been
auditable, the finemelal statements referred to above present fairly the
financial position of the Office of the Workmen's Compensation Commissioner

as of June 30, 1981 and Jume 30, 1980, and the results of lts operations and
changes in its flnanclal position for the years then ended, In conformity with
generally accepted accounting principles applied on a basis consistent with
that of the preceding yaar.

Our examination was made for the purpose of forming an opinion of the basic
financial statements taken as a whole, The supplemental Information is
pregsented for purposes of additional analysis and 1s not a required part of
the basic financlal statements, Such informatlon has been subjected to the
audir+- rocadures applied in the examination of the basic financial _
met
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statements and, in our opinion, 1s failrly stated in all material respects in
relation to the basic financlal statements taken as a whole.

Raspectfully subnitted,

Thedffrd L. Shanklin, CPA, Director

Legislative Postaudit Division
August 3, 1982

Auditors: Nick Arvon, Supervisor-in-Charge
Charles L. Lumaford, Auditor—in-Charge
Matthew R. McGinley, CPA
Edward Magee, CPA
Kelly A. Young
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OFFLCE OF THE WORKMEN'S COMPENSATION COMMISSIONER

BALANCE SHEET

Year Ended Jume 30, 1981

Workmen's Coal-Worker's Combined
Compensation Pneumoconilosis Totals
Assets
Cash $ 697,058.02 § 114,676.36 $ 811,734,38
Premium Recelvable 31,871,042.84 1,822,739.48 33,693,782,.32
Short-Term Investments 39,391,626.72 107,859,288,15 147,250,914.87
Accrued Interast 18,535,058.71. 13,475,821.63 32,010,880.34
Total Current Assets 90,494,786.29 123,272,525.62 213,767,311.91
Long-Term Investments 452,191,689.08 7,029,585.34 459,221,274,42
Total Assets $542,686,475.37 $130,302!110.96 $672,988,586.33
Liabilities and Fund Balance
Accounts Payable $ 588,474.21 § -0- $ 588,474.,21
Employers' Advance Account 45,067,565,.73 -0- 45,067,565.73
Total Gurrent Llahilitles 45,656,039.94 ~0— 45,656,039.94
Fund Balance:
Reserves;
Active Claims 358,310,765.00 95,771,000.00 454,081,765.00
Unawarded Claims 46,000,000.00 -0- 46,000,000.00
Second Injury 34,000,000.00 -0 34,000,000,00
Catastropha 15,500, 000,00 ~0=- 15,500,000.00
Unlimited Medical 10,000,000.00¢ 9,950,000.00 19,950,000.00
Disabled Worker's Relief 22,000,000.00 -0- 22,000,000,00
Total Reserve 485,810,765.00 105,721,000.00 59%1,531,765,00
Unallocated Fund Balance 11,219,670.43 24,581,110.96  35,800,781.39
Total Fund Baelance 497,030,435.43 130,302,110.96 627,332,546.39
Total Liabllities and Fumd
Balance $542,686,475.37 $130,302,110.96 $672!988,586.33

See Notes to Financial Statements
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Year Ended June 30, 1980

Workmen's
Compensation

Coal-Worker's
Pneumoconlosls

Comb Ined
Totals

$ 714,543.62

$ 69,197.20

§  783,740.82

38,433,537.3&  4,066,405.08  42,499,952,42
21,600,884,74  85,951,335.52 107,552,220.26
13,095,527.07  8,771,113.56  21,866,640.63
73,84%4,492,77  98,858,051.36 172,702,544.13
417,173,094.28  7,153,565.55 424,326,659,83
$491,017,587.05 $106,011,616.91 $597,029,203.96
$  594,727.07 § -0- §  594,727.07
53,766,773.58 -0- 53,766,773.58
54, 361,500.65 —0- 54,361, 500.65
338,277,299.00  55,233,000,00 393,510,299,00
33,000,000, 00 -0- 33,000, 000.00
21,500, 000,00 -0- 21,500,000,00
10,500, 000.00 -0- 10,500,000, 00
8,000,000, 00 500,000.00  8,500,000.00
20,000,000, 00 -0- 20, 000,000.00
431,277,299.00  55,733,000.00 487,010,299.00
5,378,787.40  50,278,616.91  55,657,404.31
%36 ,656,086.40 106,011,616.91 542,667, 703.31

$491,017,587.05 $106,011,616.91 $597,029,203.96
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OFFLCE OF THE WORKMEN'S COMPENSATION COMMISSIONER

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCE

Revenueas:
Premium
Interest
Miscallaneous

Expenses:
Claims
Personal Services
Current Expenses
Repailrs and Alteratioms

Equipment
Miscallaneous

Revenues Over Expenses

Beginning Fund Balance

Ending Fund Balance

See Notes to Financial Statements

Year Ended June 30, 1981
Workmen's Coal-Worker's Combined
Comepnsation Pneumoconiosis Totals

$159,404,119,24 § 17,529,523.34 $176,933,642.58

40,458,120.99  12,921,104,90 53,379,225.89
410,625.63 ~0- 410,625.63

200,272,865.86  30,450,628.24 230,723,494.10

132,693,523.41 6,044,160,32 138,737,683.80

3,865,119.04 82,083.91 3,947,202.93
3,292,416.03 33,638.94 3,326,054.97
4,811.64 -0- 4,811.64
36,438.16 250.95 36,689.11
6,208.55 -0- 6,208.55

"139,898,516.83 _ _ 6,160,134.19 146,058,651.02

60,374,349,03  24,290,494.05 84,664,843.08
436,656,086.40 106,011,616.91 542,667,703.31

$497,030,435.43 $130,302,110.96 $627,332,546.39
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Year Ended June 30, 1980
Workmen's Coal-Worker's Combined
Compensation Ppeumoconiosis Totals

$151,320,325.17 $ 11,439,757.84 $162,760,083.01
38,573,426.52  11,379,345.44  49,952,771.96
12,537.31 -0- 12,537.31

189,906,289.00  22,819,103.28 212,725,392.28

119,319,524.13 3,503,885.60 122,823,409.73

3,482,900.28 60,671.08 3,543,571.,36
3,213,819.94 20,723,79 3,234,543.73
-0- -0~ -0-
87,128.91 650.00 87,778.91
159,49 ~0- 159.49

126,103,532,75 3,585,930.47 _129,689,463,22

63,802,756.25 19,233,172.81 83,035,929.06

372,853,330.15 86,778,444,10 459,631,774.25

$436,656,086.40 $106,011,616.91 $542,667,703.31
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OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

STATEMENT OF CHANGES IN FINANCIAT, POSITION

Source of Funds:
Revenues Over Expenses
Sale of Inveatments — Net
Total

Use of Funds:
Purchase of Investments — Net

Increase in Working Capital

Components of Working Capltal
Ingrease (Decrease):
Cash
Premiums Recelvable
Short-Term Investments
Accrued Interest
Net Increase In Current Assets

Accounts Payable

Employers' Deposit Accownt

Net Increase (Decrease) in
Current Liabflities

Increase In Working Capital

See Notes to Financlal Statements

Year Ended Jume 30, 1981

Workmen's
Compensation Pneumoconiosis

Coal-Worker's

Combined
Totals

$60,375,349,03 $24,290,494.05 $84,664,843.08

—0-

123,980.21

123,980.21

60,374,349,03 24,414,474.26 84,788,823.29

35,

018,594.80

-0-

35,018,594,80

§25,355,754.23 $24,414,474.26 $42,770,228.49

§  (17,485.60)$  45,479.16 8  27,993.56
(6,562,494,50) (2,243,665.60) (8,806,160,10)
17,790,741,98 21,907,952.63 39,608,694.61

5,439,531.64 4,704,708.07 10,144,239.71
16,650,293.52 24,414,474,26 &41,064,767,78

(6,252.86) -0~ (6,252.86)
(8,699,207.85) ~0— (8,699,207.85)
(8,705,460,71) -0- (8,705,460.71)

$25,355, 754,23 §24,414,474,26 $49,770,228.49
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Year Ended June 30, 1980

Workmen's

Coal-Worker's

Compensation Pneumoconiosis

Combined
Totals

$63,802,756.25 $19,233,172.81 $83,035,929.06

—0- -0- -0-
63,802, 756.25 19,233,172.81 83,035,929.06
60,611,417.06 644,932.40 _61,256,349.46

$ 3,191,339.19 $18,588,240.41 $21,779,579.60

$ (431,093.51)$  20,875.20 $§ (410,218,31)
4,170,370.07 691,413,72  4,861,783.79
1,600,884.74 9,921,403,28 11,522,288.,02
8,333,457.60  7,954,548.21 16,288,005.81

13,673,618.90 18,588,240.41 32,261 ,859,31

95,668, 85 -0- 95,668.85
10, 386,610.86 ~0— 10, 386,610.86
10,482,279.71 —0- 10,482,279, 71

$ 3!191!339.19 $18,588,240.41 $21,779,579.60

- 59 -



OFFLICE OF THE WORKMEN'S COMPENSATION COMMISSTONER

NOTES TO FINANCTAL STATEMENTS

Note A — General

The Offlce of the Workmen's Compensation Commissioner was established by the
West Virginia Legislature in 1913, Chapter 23, Articles 1-6, West Virginia Code,
as amended, to provide e prompt and equiteble system of compensation for injury
or Illness sustalned In the course of and growing out of employment. The Fund
is monopolistic in nature and benefits obtainable encompass those received he-
cause of Industrlal accident, occupational pneumoconiosis, and occupational
disease. The Fund 18 administered by the State Workmen's Compensation Commis—
sioner who 18 appolnted by the Governor.

Note B - Accounting Policies

The accounting policiles of the Office of the Workmen's Compensation Cormisesioner
conform to generally accepted accounting principles as applicable to govermments,
except for notes 1 and 2. The following i1s a summary of the more significant
policies.

1. The Office of the Workmen's Compensation Commissioner establishes reserves
for active claims by a computerized computation of future liability. How-
aever, the other reserves listed on the. balance sheat are arbitrarily ad-
justed yearly for the Increase In revenue over expenses not needed In the
resexvye for active claims.

2. The Office of the Workmen's Compensation Commissioner does not estimate
the. premiums receilwable as of the balance sheet date. The Office walts
until the next quarter's premlims are collected and uses those receipts as
its premiims receivahle as of the balance sheet date. This Is not in ac-
cordance. with. generally accepted accoumting principles.

3. The 0ffice of the Workmen's Compensation Commissioner finds are accounted
for using the accruel basis of accounting. Thelr revenues. are recognized
when they are earned aud their expenses are recognized when incurred with
the exception. of unpaid vacation and sick pay which I8 recognized when
taken. Theze is no material effect upon. the. financial statemeats by not
recognizing unpaid vacation and sick pay when Incurred. In addition, the
accrual basis of accounting is not followed for expenditures for office
furniture, equipment and leasehold Improvements which are charged to oper—
ations when purchased; accordingly, depreciation Is not included in the.
statement of revenues, expenses, and changes in fund balance. If such as-
sets had been capltalized and depreciated over thelr estimated useful
lives, there would have been no materiasl effect upon the financial state-
ments.

4, 'The Office of the Workmen's Compensation Commissioner is a member of the

West Virginia State Board of Investments Consolidated Pension Pool The
Fund's share of the Pool is as follows:
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Workmen's Compensation Investments:
Short-Term
Long-Term

Coal-Worker's Pneumoconiosis Investments:
Short-Term
Long-Term

Year Ended June 30,

1981

$ 39,391,626.72

1980

$ 21,600,884.74

452,191,682.08 417,173,094.28
$491,583,315.80  $438,773,979.02
$107,859,288.15 § 85,951,335.52
7,029,585.34 7,153,565.55
$114,888,873.49 § 93,104,901.07

The investments are stated at cost or amortized cost.
market value of the long-term Investments follow:

The approximate

Year Endad June 30,
1981 1980

313,090,000.00

Workmen's Compensation $349,009,000.00 § ,090,

Coal-Worker's Pneumoconiosis $§ 6,244,000,00 § 5,296,000.00

5. Combined Totals: The combined totals contain the totals of similar ac-
counts of the various funds. §ince the appropriations and cash receipts
of certain funds are restricted by various laws, rules and regulations,
the totaling of the accommts 1s for memorandum only and does not indicate
that tBe combined totals are available In any manner other than that pro-
vided by such laws, rules end regulations.

Note C - Pension Plan

A1l eligible employees are members of the West Virginia Public Employess' Retire—
mant System. Employees' contributions are &7 of thelr compensation and employees
have vested rights under certain circumstances. Contributions by the Office of
the Workmen's Compensation Commissioner are 9%% of the employees' compensatilon.
The Fund's pension expenses were as follows:

Yaar Ended Jume 30,

1981 1980
Workmen's Compensation $ 346,421.14 § 313,208.52
Coal-Worker's Pneumoconilcais $ 7,627.26 $ 5,782.93
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Note D ~ Unfimded Liability

This information is from actuarial reports of the Office of the Workmen's
GCompensation Coumissioner prepared by Fredrick W. Kilbourne, Indapendent
Actuary, and Woodward and Fondiller for the year ended June 30, 1980.

The Office of the Workmen's Compensation Commissloner unfunded liability is
elther $271 million or $279 milliion, according to these two independent
actuary's estimates,
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SUPPLEMENTAL TNFORMATION
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OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

STATEMENTS OF APPROPRTATIONS AND EXPNEDITURES

APPROPRIATED ACCOUNTS

‘Parsonal Services - Account 9000-00

Appropriations

Expenditures

Transmittals Paid July 1-30

Balance

Current Expenses Account 9000-01

Appropriations

Expenditures

Transmittals Paid July 1-30

" Balance

Repalrs and Alterations - Account 9000-02

Appropriations

Expenditures

Transmittals Pald July I1-30

Balance

Equipment ~ Account 9000-03

Appropriations
Supplemental Appropriation

Expenditures

Transmittels Pald July 1-30

Balance
- 64 ~

Year Ended Jume 30,

1981 1980
$3,847,916.00  $3,424,000,00
'3,756,499:42 _3,372,450.62

91,416.58 51,549, 38
©3,201.71 1,565,84
$ 94,618,239 §. _ 53,115.22
$3,021,300.00 $3,728,492.00
2,435,675.05  2,475,141.21
585,624.95 253,350.79
201,624 .39 167,028.27
S 787,249.34 § _420,379.06
$  5,000.00 § -0-
4,811.64 ~0-
188,36 ~0-
-0- -0~
S 188.36  $ —0-

$ 89,024.00

$ 83,200.00

~0- 21,850.00
89,024.00 105,650.00
- 7,751.78 87,195.17
— 81,272,22 17,854.83
. 240:70 28,927.08

$  81,512,92 § _46,781.91



OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER
STATEMENTS OF APPROPRIATIONS AND EXPENDITURES

APPROPRTATED ACCOUNTIS

Year Ended Jume 30,

- 65 —

Social Security Matching - Account 9000-04 1982 1981
Appropriations $229,500.00 $222,560.00
Supplemental Appropriations 13,000,00 —0—

242,500.00 222,560.00

Expenditures 239,962.93 204,665.90
2,537.07 17,894.,10

Transmittals Paid July 1-30 20,209.83 51,966.24
Balance $22,706,90 §69.860.34

Public Employees Retirement Matching — Account 9000-16
Appropriation $355,674.00 $325,280.00
Expenditures 346,421.14 313,208.52

9,252.86 12,071.48
Trensmittals Paid July 1--30 26,237 .07 25,892.82
Balance $ 35,489.93 $ 37.964.30

Public Employees Health Insurance — Account 9000-20
Appropriation $224,583.00 $169,675.00
Supplemental Appropriation 16,000.00 ~0=-

240,583.00 169,675.00

Expenditures 238,641.94 169,057.32
1,941,086 617.68

Transmittals Pald July 1-30 19,646.16 (327.34)
Balance $ 21,587,223 $ ___290.34



OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

STATEMENT OF CASH RECETPTS AND DISBURSEMENTS

Investments — Accoumt 9000-05

Cash Recelpts
Dishursements

Balance

Investment Costs - Account 9000-06

Cash Receipts
Disbursements

Balance

Awards - Account 29000-08

Cash Recelpta
Disbursements

Balance

Employers Account — Account 9000-13

Cash Receipts
Disbursementa
Balance

Sundry - Account 9000-17

Cash Recelpts
Disbursements

Balaence

Year Ended June 30,

1981

$ 52,652,620.192

1980

$ 46,692,851.73

52,652,620.19 46,692,851.73
$ 0-__ § -0
$ -0~ $ 209,66
=0~ 209,66
§ e =0-_ § =0-
$113,218,548.37 $102,069,812.30
113,218,548,37 102,069,812.30
J -0-__ § ~0-

$ 2,853,325.65

$ 2,166,064.05

2,853,325.65 2,166,064.05
E: =0— $ —0-
$ 6,208.55 $ -0-
6,208.55 (50.17)
$ =0- $ (50.17),
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OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

Transfer to Workmen's Disabled Worker's Year Ended Jume 30,
Relief Fund - Account 9000-25 1981 1980
Cash Receipts $19,400,000.00 $18,000,000,00
Disbursements 19,400,000.00  18,000,000.00
Balance 8 -0 $ —0-
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OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
CASH CONTROL - ACCOUNT 35000-99

Year Ended June 30,

1981 1980
Beginning Balance:
State Treasury 8 106,773.66 $ 1,121,098,92
Change Fund 250.00 250.00
107,023.66 1,121,348,.92
Cash Recelpts:
Employer Receipts 159,964,015.05 138,531,220.89
Interest on Investments 35,018,589.25 35,879,582.51
Interest on’ Lump-Sum Settlements 7,937.63 9,849,31
Migeellameous Income 402,688.00 2,688.00

195,393,229.93 174,423,340.71

TOTAL CASH TO ACCOUNT FOR $195,500,253.59  $175,344,689.63
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Ending Balancat
State Treasury
Change Fund

Disbursements:

Personal Services

Current Expenses

Repairg and Alterations

Equipmant

Social Security Matching Fund
Purchase of Investments - Net
Investment Costs

Beneflits and Awards

Employer Refunds

Public Employees' Retirement Matching
Sundry Account

Public Employees' Health Insurance
Disabled Worker's Relief

Add Transmittals Pald July 1-30 Beginning
and (Less Transmittals Paild July 1-30
Ending) s

Peraonal Services

(Parsonal Services)

Current Expenses

{Current Expenses}

Repaire and Alteratilons

(Repairs and Alterations)

Equipment

(Equipment)

Soclal Securlty Matching

-(Soelal Security Matching)

Public Employees' Retlirement Fund
(Public Employees' Retirement Fund)
Public Employees' Health Insurance
(Public Employees' Health Insurance)

TOTAL CASH ACCOUNTED FOR
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Year Ended June 30,

1981

$ 335,643.88

1280

$ 106,773.66

250,00 250.00
335,893.88 107,023.66
3,756,499 .42 3,372,450.,62
2,435,675.05 2,475,141.21

4,811.64 -0-
7,751.78 87,195.17
239,962.93 204,665.90
52,652,620,19 46,692,851.73
-0- 209.66
113,218,548,37  102,070,351,19
2,853,325.65 2,166,094.05
346,421,146 313,208.52
6,208.55 (50.17)
238,641.94 169,057.32
19,400 ,000.00 18,000,000,00
195,160,466.66  175,551,175.20
1,565.8% 2,926.12
(3,201,71) (1,565.84)
167,028.27 69,015.88
(201,624.39) (167,028.27)

=0- ==

=0=- ==
28,927.08 4,474 .82
(240.70) (28,927.08)
51,966.24 50,483.36
(20,209.83) (51,966.24)
25,892.82 32,559.24
(26,237.07) (25,892.82)
(327.34) 2,084.26
(19,646.16) 327.34
3,893.05 (113,509.23)
$195,500,253.59  $175,544,689.63



OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER

STATEMENTS OF CASH RECEIPTS AND DISBURSEMENTS

Disabled Workers Relief Fund Administrative Year Ended June 30,

- Expenges - Account 901.0-06 1981 1980
Cash Receipts $ 171,380,78 $ 167,595.31

Disbursements:

Personal Services 110,255.49 109,089,38
Civil Service Fees 837.28 913.44%
Pension and Retirement Plan 10,591.44 10,604.28
Workmen's Compensation -190.89 119,76
Public Employees' Imsurance 9,783.68 8,821.60
Social Security Matching Fund 8,234.00 6,670.85
Machine Rental Expense 22,704.00 25,800,00
Maintenance Contracts 8,784,00 3,040.00
Equipment -0~ 2,536,00
171,380.78 167,595.31
Balance 8 -0- 3 -0~

Disabled Workers Relief Fund Awards ~
Account 9010-08

Cash Receipts $19,474,975.04  $17,249,172,94
Disbursements 19,474,975.04 17,249,172.94
Balance $ =0- $§ ~0-
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OFFICE OF THE WORKMEN'S COMPENSATION COMMISSIONER
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
DISABLED WORKER'S RELIEF FUND

CASH CONTROL -~ ACCOUNT 9010-99
Year Ended June 30,

1081 1980
Beginning Balance:
State Treasury $ 607,519.96 $§  24,288,21
Cash ‘Receipts:
Transferred from Cash Control -
‘A¢count 9000-99 19,400,000.00  18,000,000,00
TOTAL CASH TO ACCOUNT FOR $20,007,519.96  $18,024,288,21
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Ending Balance:
State Treasury

Disbursements:
Parsonal Services
Civil Service Fees
Penaion and Retirement Plan
Workmen's Compensation
Public Employees' Insurance
Social Security Matching Fund
Machine Rental Expense
Maintenance Contracts
Equipment
Payment of Claims

\ TOTAL CASH ACCOUNTED FCR

- 72 -

$

Year Ended June 30,

1981 1980
361,164.14 §  607,519.96
110,255,49 109,089. 38
837.28 913.44

10,591 .44 10,604.28
190.89 119.76
9,783.68 8,821.60
8,234.00 6,670.85
22,704.00 25,800. 00
8,784.00 3,040.00

~0- 2,536. 00
19,474,975, 04 17,249,172.94
19,646,355.82 17,416,768.25
$20,007,519.96  $18,024,288.21




OFFICE OF THE WORKMEN'S COMPENSATION COMMISSTONER
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALARCE

SPECTAL REVENUE

Year Ended June 30,

Coal Worker's Pneumoconiosis Fumd - Account 9025-05 1981 1980

Cash Receipts:
Employers' Premium $27,478,150.83 $10,756,542,22
Interest on Invaestments 8,736,355.96 3,424,797.23

36,214,506.79 14,181,339.45

Disbursements:
Personal Services 82,083.91 60,671.08
Civll Service Fees 435,15 370.50
Pension and Retirement Plan 7,627.26 5,782,93
Public Employees' Insurance 5,174.10 3,021.58
Soclal Security Matching Fund 5,739,42 3,561.37
Office Expense 3,674.74 1,085.3%0
Talephone and Telegraph 2,192.78 1,458.83
Furnishings 233.00 650,00
Books Expense 17.95 -0~
Travel Expense 876.42 1,538.64
Postage Expense ~0~ 1,079.12
ISSD Expense 1,958.24 1,251.47
Machine Rental 4,500.40 225.45
Maintenance Contracts -326.43 70.00
Building Rental -+ 1,134.00 1,278,00
Refimds to Employers 7,704,961.89 8,198.10
Investments 22,303,931,55  10,566,335.68
Payment of Claims 6,044,160.39 3,503, 885, 60

36,169,027.63 14,160,464.25

Cash Receipgs Over Disbursements 45,479.16 20,875.20

Beglming Balance:
State Treasury 69,197.20 48,322.00

Ending Balance:
State Treasury 8. 114,676,36 S __ 69,197.20

- 73 -



—?L._.

Premfums Collacted
Amcunt to be Sat Aside for Sur-
plus Fund (32) (WV Coda 23-3-1)

Amount Set Aside by Worlman'e
Compengatlons

Catastrophe Account
Second Injury Accomnt
Parcentage

Amounts Ovar Requirad 52

OFFLCE OF THE WORKMEN'S COMPENSATION COMMIESTONER

SURPLUS FUND

ANALYSTS OF AMDUNTS SET ASIDRE

FOR REGULAR SUBSCRIBERS

Yaar Ending June 30,

1973 1976 1977 1578 1979 19 1981

$ 76,495,061.05 § 83,983,122.34 § 92,456,%69.45 § 04,319,211.77 §107,898,987.07 $112,207,116.98 $139,722,325.06
n.03 x.09 x.03 x.03 x.08 x.03 %.05
3,724,783.08  4,199,156.12  4,622,828.67  4,715,960.39  $,394,049.33  5,610,333.85  6,986,116.25
1,687,992.88  1,666,619.48  1,901,256.20  1,933,319.22  2,243,638.04  2,396,196.96  2,834,360.16
3,163.994.66  4,999,838.42  5.703.768.58  5.799.957.65  6.730.814.12  7.068.669.69  8,503.080.48
$.851,987.56  0.666,477.90  T,605.024.78 _ 7,733.276.87  8,076.592.16  0.624.626.25 11,337 460.64
9.2% 8.02 8.2% 8.2% 8.9% 8.4% 8.12

$ 3,127,234 .49 8 2,467,321.78 § 2,962,196.31 § 3,017,316.28 § 3,579,602.81 § 3,814,270.50 § 4,331,324.39




OFFICE OF WEST VIRGINIA
OFFICE OF LEGISLATIVE AUDLTOR, TO WIT:

I, Encil Bailey, Leglslative Auditor, do hereby
certify that the report of audit appended hereto was made
wmder my direction and supervislon, under the provisions of
the West Virginia Code, Chapter 4, Article 2, as amended,
and that the same 1s a true and correct copy of sald report.

Given under my hand this _ ZJO¥K day of

=)

Fncil Balley, Legislatilve Auditor

Copy forwarded to the Commissiloner of the Department
of Finance and Administration to be filed as a public record.
Coples forwarded to the Offilce of the Workmen's Compensation

Commigsioner; Governor; Attorney General; and, State Auditor.
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