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CONSO'.II'A:IED PUBT,IC REEIREMENE BOERD

I{EsI! VIRGIIIIA TEACEERS BETIXEI{ENII SYSTN.I

EXIT CONSERENCE

I
f w" heLd an exlt conf6!6nce on December 8, 1998 with the Executive
!

qa.rar-:rv ^f thF Consolidated Publ1c Retirenene Board and aLl
l'r flndings contalned withln the speclal- Report on the feachers

I Retlrenent systen !re!e revlewed and discussed. fhe above offlctal
tl

did not respond In writlng to our findlnga.
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WEST VIRGINIA LEGISLATURE
Jolnt Comn lflee on Gotemment and FlnanceI

I

,lt.dtord L shd irnF c?a Dtncror
l,.gblEtlae PGl Au.ltt Dhtdo!
B![dry r, RfoE lv-329
lru K!!!E!r Blr.LE

tula cod. OIX)
Pto!.: 347-4€fl)
For: !47-4€E9

CHARLESTON. WEST VIRGINIA 2530511510

To the Jolnt Colllmlttee on Govexnment and Flnance:

T

I

In conpllance wlth the ptovisions of the Vlest vlrginla code'
Chaptex 4, ArticLe 2, as a.rnended, we have examlned the accounts of
the West Vir91n1a Teachels Retiremen! Syseem as ad&inlsteted by the
consolidated Publlc Retlrement Board.

our examlnatlon covers the perlod JuIy 1, 1991 through Decenbet 31'
1996. The results of this exaroinatlon are set forth on the
foLlowing pages of thls report.

Respectf u.LLY subrlitted,

Legi slative Post Audlt DlvlalonI
I

TLS / e1a

April 30,

Audltors:I
I
I
I

1998

Michael A. House, CPA,
Neil M. McEachron' Jr,
Peter J. Marulsh' Jr.,
Melanle L. Lester

supervLsox
, CPA, Audi. tot-in-charge
CPA

I

-2-



I
I CONSOT.IDAJTED PSBI,IC BETIIE.IENII BOAAD

NEST .I,'TRGIIIIA TEACEERI' RE:rIREUENI STSTE

EIERODSETION

I
I
I
I
l
a

I
I
t
I
I
I
,

I
il
I

coasoJ.Ldatad PubU-6 R€tl.t@eot Bo6rd

Effective July L, 1991, Chapter 5, ArElcfe 10D of the

west Virglnla code created rhe consolldated Pub.l-ic Retirenent Board

(CPRB). The Board's dutles are to admi.nister al-l State Retilenene

Syseerns. It sha.l-I have all the Powers' dutLes' responsibilltles

and 1lab111t1es of ehe Publtc EnpLoyees Retllement Syetem (PERS);

lhe Teachers Retlrement System (TRs) ; the Teachels' Deflned

contribution Retirement systen (TDcRs); the Death' Dlsabl]lty and

Retirement Systen (Plan A) of the Department of Publlc safety; and

the .tudges' Retlrernent system (JRS) . On March 1-2, 1994, tha Board

a.lso began admlnLsterlng the West Vlrginla State Police Retlrenent

System (Plan B) .

The Board consists of 13 members as fo.l-Lolrs3 the

Govelnor; State Treasure!; state Audltor; Secretary of the

Department of Admlnistratlon; four residents of the Stale i{ho are

not nembers, retirants or beneflcialles of any of the retirenent

systems; a member, annultant or retirant of Ehe Pub]lc Ernpl-oyees

Recltement System who i9 or was a State enployeei a mehber,

annultant or retirant of the Publlc Employees Retlroment system who

ls not or !,as not a State employeei a menber, annuieant o! retlrant



I
t
I
l
I
I
T

x

e

I
I
I
I
I
I
I
t
!

of the Teachers Retirement Systemt a member' annuitant or retirant

of the Depa-rtnent of Publlc safecy Deal.h, Disability and Retlrement

System; and, a menbor' annuitant or retlrant of the Teachers'

Defined Contrlbutlon Retlrenent syseen.

The Board shaLl elect from lts own number a chalrman and

Vlce Chalrman. The Boatd shall- appoint an Executive Secretary lrho

shal] be the chlef adndnistratlve officer of aLl the systems. The

Executive secreta!y sha11, Hith Board aPProva.l-, employ such

emp.Loyees as axe requlred for the Proper operatlon of che systems.

Also' the Board is empowered to ernploy a state roLilenent actuary

or actuaria.l flrm.

The Board shal-I meeL at least once evely three nonths and

flve votlng trustees constltute a quorun. AlL Board neetings shatL

be public. Metnlcers shalI serve wlLhout compensation for their

servlces, pxovided that each nenber shall- be relmbursed, upon Board

approva], for any necegsary expenses lncurred by then In carrylng

out thelr dutles. No public er0ployee membet roay suffer any Loas of

salary or wages on account of their service ag a trugtee-

ll€st vLrgj.lLa Teaoh€!6 RetLr@olt gyat€6

The !{est vlrglnla Teachers Retlrement System was createcl

by an Act of the 1941 Legislature fot the purpose of providing

retlrenent aLloHances for the publlc achoo] toachers of West

virginla. In addltion Lo providing retirement benefits for regular

rellrantsr ?RS makes Provlslon for members who suffer total and

I

-4-
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pennanent dlsablllty' provides certain sulvIvox beneflts to the

beneflclari.es of deceased members and aj--l-ows membels to borrow

agalnst thelr accumuLated contributlons. Cutrently, members of TRS

contrlbute 6.08 of thelr gross wages wheleas the percentage of

ernployees' gross sa.Iaries Partlcipatlng enpLoyers nust match has

lncreased lncremental-l-y since .lu1y 1, 1994 ln accordance !'tlth the

fo1lowlng table:

l'Ls6e1 fea!

1995

L996

r991

1998

!999

2000

Starting wlth fisca I
pa!ticipating enployers wi.LL be

empLoyees' gross saIarieg.

To quallfy for fufl retirement beneflts' a member must be

60 years old' currently enployed by a Paltlcipatlng ernPloyet, and

have at leasc five years of contllbuting selvice. An indlvlduaL

with at least five years but fewe! than 20 years of cledlted

se!v1ce Hho terminates empLoynent prlor to retlrement wlll- be

ellgibLe for ful1 retlremenl beneflts aL age 62. Howeve!, lf a

menber has 2O years of total servlce but Is unenPLoyed upon

EqrJ.oye'.g'
copt'.ll'rrtLoa Rat€

't .52

9. 08

I n q9

12.oz

LJ.5I

15. 0E

year 200A and thereafter,

required to contribute 15.04 of



t
t
I
I
I
I
l
t
I
!
I
I
I
I
I
I
I
T

t

reaching retlrement age (60), chen che member ls sttLt ellgible to

rece.lve fuII retlrenent beneflts without havlng to walt untll age

62. Flnali-y, a menber nay al-so tetlre wlth fufl beneflls at age 55

!,lth at least 30 years of credited servlce or at any age wlth at

Ieast 35 years of credlted servlce. TRs has flve tetirenent

optlons as follolis:

Optl-oa .tr

option A provides the maxrmum monthly beneflt to the nerlcer'

Thls optlon entitles the nornber to monthly payments durlnq his

or her l-lfeclme and l.ill cease at the member's death' The

r0enbet's beneflciary witl be entitLed to tecelve the Last

monlhly check due the nenlcer onLy in the event the check was not

received and not presented for pal'rnent p!lo! to lhe member's

death.

Optioa E

option B provldes a nonehly payment to the nember dutlng hls or

her l-i-fetime. Honever, if the nencer dles befote he has

recelved Cotal- beneflt payments equaL to h1s o!'n contrlbutlons'

ulth interest, the dlfference is pald in a lump sum to the

nenber'3 beneflciary. If such total- benefl-t palments exceed the

amount of the nenrbert s contrlbutlons and Interegt' then no

payment wltt be due the beneficlary'

-6-
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Option C

Oplion C is a 100E lolnt and survj.vor annuity

monthly palrment to the member during his or

will continue to pay the nembe!'s beneflciaty

for his or hex .Life afLer the member's death.

ODtioa D

Option D i-s a 508 jolnt and survlvox annuj-ty

nonthty payment to the nember duling his or

w111 continue Lo pay the nember's beneficlary

nonthly paynent for hls or het life after the

whlch provides a

her fifetine and

the same anount

!,hlch provldes a

hex Llfetime and

one-haIf of this

roember's death.

Olrt1oa E

optlon E provides a lnonthly payment to the metnber during hls or

her l-ifeti-'ne. Howeve!, if the nernber dies befoxe receiving 120

monthLy pa].ments, Lhen the baLance of these payments will

continue belng paid eo the membe!'s beneflciary.I
I
I
I
I
I
I
I
I

-7 -
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COISOLIDA:TD POBIIC REETBEUEIwI BOARD

IIESE VIRGTNIA TEACEERA RETIE I'ENT ETSTEM

CONSOIIDATED PT'BI.IC REEITEO'ENT BOAAD !'EMAERS AIID E!T,A'T

AIt oF DECEI'BER 31, 1996

Governor Gaseon Caperton

Chuck Po.lan, Secretary of
of Adnlnist ratlon

GIen B. Gaine!, IlI, Sl.ate

Larrie Bail-ey, Treasure!

Ex officio

DeparU!ent:
chalrman - Ex Of flcio

Auditor Vice Chalrman - Ex offlclo

Ex Offlcio

wi.LIiam Mccin.ley

Janet Wi.Ison

David llyant . .

Roger Rurobaugh

James P. ouarles

State Resldent

StaLe Resldent

State Resldent

State Resident

Tony Lauta r,

Loretta EIder

Elizabeth Poundstone

State Enployee Member
Public Employees Retlrenent syslen

Non-sLate Enpl-oyee Member
PubLlc EtnpLoyees Retirenent Syscem

Jr. . . Teachels Reeirenent syslem Menber

Teache!s' Defined contrlbutlon

S. S. Satte!fie.l-d

Retirenent systen Memlcer

Department of Publlc safety's Death,
Disabittty and Retltement Fund Member

-8-
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gTAFE'

JamesL.Slns.. ....ExecutlveSecretary

, . . Adnlnistxatlve AeslstanEPauIa VanHorn .

Maly Jane Arvon,

Terasa F.l-adlng,

Robert Nlchols,

Scott Dennison

Ma na ger

Manager

Manager

Wlthdrawa L

Process Lng

Retlrement Section

.^hF'il-\,ii{^n,n.l section

SecLi on

ActuarY

Lorl cottrill Accountant

-9-
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gltu@a'Y oa rlNDtlfc{l

No Effeotl.v€ g?steo of fnt€las]. co|ltlola

1. Durlng our examlnacion it becarne apparent to us, based on

obselved instances of noncompliance wlth the West Vlrglnla

code, the Board did not have an offectlvo systen of internal

controls 1n place to ensure conpl-j-ance wlth aPpllcabl-e sLate

laws. I{e believe the Board having an effectlve system of

internal contro.Ls in p.l-ace would nake ehe nanagenent aware of

lnstances of nonconpliance uj.th the West Virginla code at an

eaxLier date and they lJoul-d be able to take correctlve actlon

In a more tln61y fashlon.

RoLlr@€at AnnuLtLes ULsoaldulated

2. During the period JuLy 1, 1995 through Decernbet 3I' L996,

there were L,5L7 regular retirants who began to lecelve a

monthLv Dension beneflr. lie exanlned the retlretlent annultles

Our exanlnaLion revealed

CONSOI,IDAJTED PI'BI.IC RETIREUIINT BOAND

TEACEERS RETIREMENE EYSTBI

of ?9 of these retirants.

approxinately 8.858 of Lhe annuitles tested were not prepared

in accordance with the West Virglnla Code' as amended' and

applicable rul-es and tegulatlons. Of the 7 9 retlrement

annulties tested, two annuities (2.538) were understated and

five annultles (6.338) rere overstated. ProJecLlng these

- l0-
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sample resul-ts ove! the population of 1,517 retlrants' we

estlnated the !etlrenenL annulties of 38 retirants were

understated whereas the recilenent annulties of 96 ret.lrants

were overstated. We further estimated the dollar imPact on

these letiranls over the aforenentloned period was as follotrs:

38 !etirants were undelpaid total- pension benefits ajnounting

to S3,250 and 96 retlrants were overpald totaL penslon

benefits amountlng to S3, 000.

Relbs tat€mea t of, wLtb&aEa servL(le

3. lte examlned 28 of 389 Llansactions processed by the Board

during the period JuIy 1, 1994 through June 30, 1996 involving

reinstatements of withdlawn service. The servlce relnseated

by four of these metnlcers !,as either understated or ovetstated'

These erxors funpacted the finaL annulty catcul-ation of three

of these members who had subsequentl-y letlred. From the

effective date of their retirenent through Aprl1 30, L998, tHo

merdcets wele underpaid penslon benefits anounEing Lo 52''7'70'69

and one flas overpaid S48.00. In addltlon, of those testad the

Board underslated one memberts repayment cost to leinstate

thei! withdrawn servlce by $758.66 while th€ repayment cosc

for two nenbers $as overstated by a toeaL of S134.85.

ll -
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Puloha8e of Padt gervLoe

4. we exanlned 21 of 235 transactions plocessed by the Board

durlng the peliod July 1' 1994 rhrough ,tune 30, 1996 involving

purchases of past service. The Board mlscalculated the amount

of PERS servlce transferred to TRS by one nenber as well- as

understatlng Lhe amounL of additlonal cont!lbut1ons by 9384.24

which shou.td have bean paid by the menlcer to transfer that

forme! PERS service to TRS. we al-so noted the Board

understated the repayment cost for three members !'ho purchased

out-of-state servlce by a total of $448.35. Tn addltion' when

we reviewed t.hose nembers selected who pald addltlonal

cont.rlbutlons to transfer thelr sexvice in the TDCRS ove! to

TRS, we noted the Board overst'ated the amount of selvlce

transferred to TRs for four nembers.

R€f,urd of, Aooraulated coptr:Lbuti.opd

5, Of the 59 refund t.ransac!1ons selected for testlng, seven

!efunds were lssued to the designated beneflciaxles of

deceased active nenbers. l{e noted the Board pald these seven

refund recipients $113,013.39 rePresentlng accrued interest

and state matchlng funds from the wrong fund.

ReoLttapde of, EEploy€€ and Ehployor ContlL,brrtl-oa6

6. Durlng our examinatlon of empLoyee and employer contllbutions,

we noted one empLoyer had falIed !o renlt lhe approprlate

anount of employee contributions to the Board fon fiscaL year
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199'1 . Thls employer underpaid the Board by 51 ,226.40. We

aLso noted three instances where retirenent contrlbutions 9rere

nLsclasslfled by the emp.l-oyer when inltial-.1-y remltted ro the

Board. correcting informatlon was subsequently sent to the

Board by each employer, but the Board dld not make the

contrlbuelons coflected from one employe! durlng flscal year

1997 remalned in the Teachers Accumulation Fund instead of

belng transferred to the Ernployers Accurnulation Flnd and

$317.56 of empl-oyee contributions col-lected from two empl-oyers

remained in the Emptoyers Accumulation Fund lnstead of belng

transferred to Lhe Teachexs Accumulation Fund. Finally, we

noted the Board had erroneous]y lssued a refund of 5151.32

from the Enploye!s Accumulation Fund to a Participatlng

enp.Loyer for an ovelpayment of emPLoyee contributions durlng

fiscal year 1997.

Iroa!s

7. Duxing the perlod JuIy 1, 1995 through Decenber 31, 1996, tho

Board processed 4,215 loan transactions flhele TRs nemberg

eithex took ouL a ne!'l loan or restructuxed an exlsLing loan by

borloerlng an addilionaf amount of pxincipaL. We exanlned 53

of these transactlons. ou! exaldnatlon leveaLed the followlng

leems: interest proceeds amountlng to S18,579.40 wele not

transfelred from the Teachers AccumuLation Fund to the Reserve

rhus, 591 ,L62.I8 of employe!

- 13 -
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Fund; one menbex pald lhe Board 5245.98 too nuch to Pay off an

outstanding loani and one menbe!'s emPloyer was not deducting

the ptopex l-oan palrment amount from the menber's nonthly gross

salary in accordance with lhe sagned Loan agreement. We a.lso

noted fron oux exalni.natlon of reti.renent annuitles the Boa!d

had wlthheld S30.92 Loo rnuch from one dj-sabiLlty retirant's

monthly checks which were belng apPlLed eowards Lhe repa!.ment

of an outstanding loan taken out by the retirant prior to

ret1rlng.

DLsebLu-ty RetLraat€

8. fhere ls no syscem in pface whlch requires dlsabil-1ty

retllants to undergo an annual examinatlon by a physlclan or

physicians selected by the Board for pulposes of deterlninlng

whethet such retirants sti1l qualify fax dlsabtl-ity

retlrenent.

R€t€atLoa of Reoor&

9. We were unab.le to examlne Lhe remitLance of employee

contrlbu!lons prio! to fj-scaL year 1997 because the Boarcl

could not provide those records. We were also unable to trace

gevera.l- transactlons invo.Lvlng either the relngratenent of

Hlthdralrn servlce or purchase of past service to the Board's

deposlt records because the Board could no! locate these

records.
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@NEBE! REUAAAS

rN![RODUCtrrOl[

we have completed an examlnation of the I'iest virglnia

Teachers Retirement system. The examination covered the period

,tu1y 1, 1991 through Decemlcer 31, 1996.

couP',rAllcE tairrERs

chapte! 18, Article 7A of the West Vlrginla code, as

amended, generaLLy governs the West Vlrglnia Teachers Retlrement

System. lle tested apPllcab.le sections of the above pLu6 other

applicabte chapters, artlc.les, and sections of the llest Vixglnla

code as they pertain lto the findings listed below.

No Eff€dtlwe sJ'st€6 of Iateraal copt!o16

During our examinatlon it became apParent fo us, based on

observed instances of noncompflance with the West Vlrglnla Code,

the Board dld noL haee an effectlve system of internal control-s In

place Lo ensure compliance wlth aPpllcable State laws'

Chapter 5A, Arllc]e 8, sectlon 9(b) of the West Vlrglnla

Code states 1n part:

CONSOI,IDAJTED PI'BLIC RETIRE EIIIT BOAAD

NSSE VIRGINIA EEACEERS RETIIE EITX SYEIIBI

"The head of each agency shall:... (b) Make and
nalntain recotds contalning adequate and
proper documentallion of the organlzatlon
functlons, poticies, decigions, procedures and
essential transactlons of the agency deslgned
to furnj.sh information to protect the l-egal

- 15 -



and financlal rlghts of the seate and of
pe!sons directly affecLed by the agency's
activities...."

Thls law requlres the agency head to have In pl-ace an

effective systen of lnternal controls in the form of poflcles and

procedures set up to ensule the agency operates 1n compLlance lrlth

the laws, rules and regul-atlons which govern it.

During our examination of the Teachers Retlrenent Systen

we noted the folloillng lnstances of noncompLlance wi.th the l{est

Vilginia code: (1) Dllrlng the period Ju.l-y 1, 1995 through Decernber

31,, 1,996, there w6re 1,517 regular retirants who began receiving a

monthly pension beneflt. !{e exaRined rhe retirenent annuities of

?9 of these retlranes. Of the 79 letirement annuities tested, tl|o

annulties (2.538) lrere understated and flve annulries (6.338) were

overstated. Projectlng these sample resufts over the popu.l-atlon of

1,517 xetlrants, we estinated che retiremene annultl6s of 38

retllanLs were understated whereas the retlremenl annulties of 95

retlrants llere overstated. We further estlmaeed the dol]ar Impact

on these retlrants ove! the aforementioned time perlod was as

foLLows: 38 retlrants were underpald total pension beneflts

anountlng to 53,250 and 96 letirants were overPald total penslon

beneflts anountlng Lo $3,000 fron JuLy 1, 1995 through Decenber 31,

1996. (2) We examlned 28 of 389 transactlons processed by the

Boaxd durlng the perlod JuLy 1, 1994 through June 30, 1996

i-nvotvlng relnstatenenrs of withdrawn service. The gervice

relnstated bv four of these nembers was either understated or

t
I
I
t
t
I
I
I
I
I
I
I
I
I
I
t
I
I
I

-16-
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overstatecl.

ca.l-cu.l-ation of thxee of these merrtbers ltho had subsequent.Ly retlred.

From the effective date of thej.r retilenent through Apx11 30' 1998,

two nembers were underpaid pension beneflts amounting Lo 52,'110.69

and one was overpaid S48.00. In additlon' of Lhose tesred the

Board undelstated one menber's repayment cost Lo relnstate their

withdrawn service by S758.66 whiLe the repaynent cost for two

rnembers was overstated by S134.85. (3' We exanined 2'7 of 235

transactions processed by the Board duting rhe period ,tuLy 1' 1994

rhrough June 30' f996 invol-ving purchases of pasL servlce. The

Board llliscalcuLated Lhe amount of PERS service transferred to TRS

by one rnember as weII as understatlng by 5384.24 the amount of

addlti.onal contributlons Hhlch should have been PaId by the nember

co transfer that former PERS servlce to TRs. We al-so noted the

Board unde!stated lhe repaltment cost for three menbers who

purchased ouL-of-state servlce by a toral of S448.35. In addlLion'

five of our sample of 28 paid additlona.l- contllbutions to transfe!

their service in the TDCRS over to TRs. we noted the Board

overstated the anount of servlce transfelred to TRs fo! four of

those menlcers. (4) Of lhe 59 xefund transac!ions selected for

tescing' seven lefunds were lssued to Lhe deslgnated beneficlarles

of deceased aclive rnembers. We noted the Board paid these seven

refund reclplents S113,013.39 representlng accrued lnterest and

These errors also lnpacted the fina.l annuity

state maEching funds frorn the wrong fund.

-t7-

(5) During our



examination of emp.l-oyee and ernployer contributiong' I're nored one

enployer had fai.led to remit the apploprlate amoun! of enployee

con!rlbutions to the Board for fiscal year 199?. This emPLoyer

underpaid the Board by 51 ,226.44. }Je aLso noted Lhree lnstances

where retj-xenent contributions were mlsclasslfied by the emp.loyer

when lnttially lemitted to the Board. correcting lnformation was

subsequently sent to the Boald by each employer' but the Boald d1d

not make the necessary adjustmenEs. Thus' $97,L62.L8 of enployer

contributions coll-ected from one emp.loyer during f1sca1 year 1997

remained 1n the Teachers AccunuLation Fund lnstead of belng

!ransferred to the Employers Accumulation Fund and S317.56 of

employee contributions collected from two enrployets xemalned in the

Enployers Accumulation Pund instead of being transferred to the

Teachers Accumularion Fund. FInally, we noted the Board had

erroneousfy issued a refund of S151.32 ftom the Enp]oyers

Accumul-ation Fund to a participating employer fox an overpayment of

empLoyee contributions during fiscal yea! 199?. (6) During the

period \tuly 1, 1995 through Decenber 37, 1996' the Board processed

4,2'75 loan transactions where TRS members e.lther took out a new

l-oan or restructured an exlsting loan by borrowing an addltlonal

anount of plincIpal. We examlned 53 of these tlansactlons. Oux

exa&lnatlon xeveal-ed the following items: interest proceeds

anounLing t.o 918,579.40 $ere noL Lransferred from the Teachexs

Accumul-ation Fund to the Reserve Fundt one member paid the Board

I
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9245.98 too much Lo pay off an outstandlng loan; and one menbet's

employex was not deductlng lhe ptoper Loan palment amount fron the

nenber's monthly gross salaly in accordance with Lhe signed foan

agleenent. !{e afso noted fron our examination of retlrenent

annulties the Boaxd had withheld a total of $30.92 too much fron

one disability retirant's monthly checks which were being applied

towards the repayment of an ouLstandlng loan Laken ouL by the

retlrant prior to retiring. (7) There is no system in place Hhl-ch

requlres dtsablllty reLirants !o undergo an annual exaninarlon by

a physician or physicians selected by the Board for purPoses of

determining whether such reti!ants sti.ll quai-ify for dlsabi.l-1ty

retirernent. (9, We were unabl-e to examlne the remLteance of

enployee contrlbutlons pxior to fiscal yeat 1997 because the Board

coul-d not provide those recotdg. We were aLso unabLe to lrace

severaL txansactions invol-ving ellher lhe rej.nstatement of

withdrawn service or purchase of past servlce to the Board's

deposit records because the Board could not locate those recordg.

!{e bel-ieve the Board having an effecLlve system of

internaL conLrols in pLace nould make the rnanagement aware of

noncomp.liance with State.l-aw aL an earlier dale and they would be

ab.le to Lake corlectlve action in a mote timely fashlon. The

fol-.lowing pages of this report contain addltionaL inforElatlon

regarding specific lnsLances of noncornpl-iance wlth State laer whlch

calne to our a tLentron.

- 19-



R€t:lredeat A.B.prrltLea ldLaoal-culated

During the time peliod July 1, 1995 through Decerbex 31'

1996, there were 1,517 regular retirants ',{ho bogan xecelvlng a

monthly pension benefit. lfe examined the letlrement annulCles of

79 of these retlranca. our examination revealed aPproximately

8.868 of the annuitles tested were not Prepaled 1n accordance wiLh

the l{est virglnia code, as amended, and applicab.le rules and

regulaLions. The follorrinq table reflects the resu.lts of our

sampLe as p!ojected over the entire population:

Nd€t of,
Appnltanta Affeotad

Reoarks Feroeat sa|!ttl.€ Polrulagioa

In comp.l-lance 91.148 '72 1'383

Annultles ttnderstared 2.53t 2 38

Annuities overstated --6,-338 -5 96

:t oI:aI .1_Q_0-_Q-0B A

As the above tab.le indicates, 8.86E of the retirement

annuities pald to the population of L,5I'1 retirants were ellher

undelstated or overstated. Using the 2.53E error rate, we

estlmated the month.l-y annuities of 38 annuitants in the population

were understated. For Lhese 38 annuitants, we further determined

their average monthly annuity of 9112 was understated by

approxlmately $15 per month. Using the 5.33t error rate' we

l
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estimated the annuities of 96 annuitants lrere overstaeed. For

these 96 annuitants, !.e further deterrnj.ned thei! average nonthly

annulty of 9L,257 was ovelstated by aPProximately S4 per month.

fhe followlng table deplcLs the doLLar lmpact of these errors on

boLh the sanpfe and populatlon Lhrough Decenber 31, L996:

MIJAR II'FACT ON AA!{g!E M]IJ'R, IUPAqT qN POPI'IiIION

ProJ€oc€d
P€oaioa

Total. Pslston B€Daflts
B€leflts Psl.d (uu&rpald) /
purl-Ea P€ltod CC$IC

916,681,000 N/A

165,000 (s3,2s0)

93,000

t1r,iz9--o-00

Generally, the Lypes of errols noted lncl-uded

miscalcu.lations of a membe!'s f1na1 average sala!y or years of

total service credlt. These roiscalculated annuities dld not comp.ly

with chapter 18, Article 7A, section 26 of the r.lest Vlrginia code,

as amended, which states in parL,

R€da*a

In Conpllance

Onderstatenen!s

ove!statenents

Total

Aoliral-
Peasl.on

Totsl. Fea6ton B€Deflta
E€aeftts PaLd (uDd€lpaLdl /
Dudnd Perl.od cteelpa-ld

s 931,200 N/A

9,250 (9182)

62.as0 516 9

sl,-o!3-l-qa

"...Upon establlshrnent of eLlglbiliry for a
retirement allowance, a member shall be
granted an annuity whlch shall be the sun of
the following:
(a) Tt o percent of the nemlcer's average salary
mu.Ltlplled by hls total service cledlt as a
teacher. In thls paragraph "avorage salary"
shall- r0ean the average of the hlghest annual-
sa.Laries received by the nencer durlng any
flve years contalned wlthln hls last flfteen
vears of total servlce credit...."
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In addition to mlscalculations of fina.L average salaly

and total service credit, rde a.l-so noted one retlrant's month.ly

annulty was understated because the wrong optlon factor amount was

utilized in the deternination of the reLlrant's optlon D annuity.

To detenrine Ehe final- annulty amount for a retlranL who elected to

receive an option D annuity rather than a stralght life annuity,

option factor (actuariaL) tabLes are utilized in the conput.aeion of

the retilant's flnal annuity. These tables are based on the ages

of both the retirant and beneficiary. Our exanlnatioo lndicated

the wrong ag6 had been used for Lhe retirane which funpacted the

calculatlon of the retarant's month.Ly annuity.

When !,e spoke with the Manager of the Retirenent sectl-on

about the large number of errors notedt we l-earned lhe retltenent

sectlon expexlenced severaL changes in personnel dulIng the flrst

several monLhs of 1996. She stated her depaltment was severe.Ly

understaffed at the letirenent advisor posltion durlng thls time.

Retlrement advisors are responsible for pteparlng a retlrant's

final- annuity caLcuLatlon. She further stated that to flLl these

vacant retlrement advisor posltions' othe! enpLoyees within her

departnent hrere Lransferred flom other: posit.lons and reasslgned as

retirement advlsors to hel-p process retirement annultles. Belng

new to these posltlons' these enployees ere not fully tralned ln

their new Job duties before they began processing retlrenent

I
I
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flhe unfamLliarlfy of these ernployees lJlth theannuitles.
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applicable la$s, rules and regulations necessary to prepare a

retlrant's flnal annuity calcul-ation contributed to Lhe occurrence

of rnany of these errors.

Rells tat€@€at of gtLtb&a$n gervide

Durlng the period JuIy 1, 1994 through June 30, 1996,

the Board processed 389 transactions involving relnstatements of

withdralrn se!vice. We examined 28 of these transactions. TRS

menbers seeklng to !elnstate wlthdlawn service must do so in

accoldance wirh chapter 18, Artlc1e 7A, sectlon 13 of the WV code,

as amended, which states ln Part:

"...Any forrner member of Lhe retlrement systen
who has erlthdrawn accumulated contributlons
but subsequently xeentels the retirenent
syetem shafl be PermltLed ro rePay to the
!etirenent fund the amount Hithdralrn' plus
Interest at a rate of slx Percent, compounded
annua.l-1y frorn the date of withdrawal to the
date of repayment: Provided' fhat no such
lepayment may be nade until the fomer menbex
has completed two years of contrlbutory
servj-ce after reenltryi and such nember thal-l-
be accorded all Ehe rights to prior service
and experience as were held at the tine of

accunulatedwithdrawaL of such
contributions. . . .

Of Lhe 28 reinstatement transactlons examlnedr lte not€d

four insrances lihere t'he amount of reinstated servlce PosLed to a

member's contli-butlon history (proflLe) was elther understated

or overstated. The following tabfe provi-des detalled lnformatlon

on each occurrence of misstated servrce:



Reoaloulated
Aotual iqoount Adount of Aoouat

of, servLoe tfl.tb&awa (uad€letatad) /
!4e@b€r R€L!€tated sorrr:loe oeer6tat€d

I
I
I
I
I
I
t
I
I
t
I
I
T

I
I
I
I
I
I

1

2

3

4

4 .313

1.091

5.439

5 .222

4.563

0 .9'7'7

7 .563

5.167

(0.2s0)

0.114

12 . L24)

These fou! (4) erro.rs were the result of clerical errots made by

agency pe!sonnel during the process of deterr0lnlng the approprlate

arnount of servlce to cxedit each memlcer.

concerning the four (4) nembers refl-ected ln the tabLe

above, we also noted the firsL three (3) members retlred shortfy

after reinstating thelr wiLhdrawn selvice. fhus, these errors

impacted thelr flnaI annulty cal-culation as l.Llustrated by the

follo lng tabl-e:

Anourtt
Aotual Gtnd€tftatd)
!,tonthlt Recalculat€d /Oee!F1d

Dat€ cross closs thlu
lrb€Ratired A nrLCa Apnuit!r D!fSeEC!Sg 04l3Ol9A

r o4/0r/95 91,349.60 91,360.77 (S 11.17) (S 473,29)

2 A'7/0r/91 $ 633.91 I 629.11 I 4.80 5 48.00

3 09/A7/96 52,572.20 52,630.O'1 ($117.8?) (52,357.40)

Because of these errors, tno members were underpald a total anount

af 52,'7-10.69 aftex retirlng while the oLher menber was overpald by

$48.00 before the approprlate correclrions were nade by the Board

in Apr1l 1998.
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As part of our examination, we recalculated the repayment

cost paid by each member to reinstate their withdrawn service- ou!

examination reveaLed one member had undelpald the Board by S758.66

to reinstate rhei.r Hithdlawn gervlce rJhlle Lhree nembers overpaid

by a total of 9134.85. For two of the members whose rePal.rnent cost

was miscalculated, we aLso notsd the incorrece anoune of

contributions idas posted !o each memberts profile. One member's

conlribuLlons Here understated bv S140.03 while the other membe!'s

contrlbutions were overstated by S20.07.

When we spoke with agency Personnel, we learned

cal-culatlons of se!v1ce credit and repalment costs related to

transactlons invoLvlng the reinstatement of withdrawn servlce are

not rechecked fo! accuxacy on a conglstent basls. Wo belleve che

errors noted durlng our examinatlon resuLled fron the Boald not

havlng sufftcient procedures in place to detect Ehese errors. As

noted earLlerr sone of these errols resufted in rnenbexs $ho

retlred subsequent llo reins!arlng '.Jithdrav{n servlce havlng !hei!

final annuity mi sca.l- cul-a ted .

Purobas€ of Past s6rv:Loe

During the period Ju.ly 1, 1994 thlough June 30' 1996' the

Board proceesed 235 transactlons involvlng the purchase of Past

gervice by TRS rnenrers. Wo exanlned 2? of these transactions'

chapter 18, Artic.Le 7A, section 1? of t'he !{est vi!91nla code alLows

nernbers of TRS to purchase the followlng types of service: out-of-
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state servlcer service attained whiLe serving as a member of the

teglslat.ure and service Hith a paloch1a1 school acctedlted by the

West Virginia Department of Education. Thls Code section also

aI-lowe members who were former contrlbuting nembels of PERS to

lransfer thelr PERS service to TRS. In addition to this Code

section, chapter 18, Article 78, Section ? of the l,iest Virglnla

code was amended in 1995 to allow fo! a limited tlrne' formet

membexs of the Teachers Deflned Beneflt (DB) Plan who wele

current.ly contributing in the Teachers Defined Contrlbution (DC)

Plan to reenter the DB PIan provided certaln condltions were net.

The tepaynent cost a member must pay to the Boald to

purchase out-of-sta!e service is cal-culated 1n accordance with

chapter 18, Artlcle ?A, sectlon L7 of the l{est Vlrginia code, as

amended, which states in palt:

"...For servlce as a teache! Ln the employment
of Lhe federal government, or a aEate or
terrltory of the United sllates, or a
governmentaL subdivision of such state or
territory, the retirement board sha1l grant
service credilr Lo the member: Provlded, That
the member shall pay eo the systen doubl-e the
amount he contrlbuted durlng the first fu11
year of current empLoyment, tines the number
of years for which credit is granted, pLus
interest at a rate to be determined by the
retlrenene board. Such lnterest sha.Ll be
deposited ln the reserve fund and service
credlt so grant.ed at the tlne of retlrement
shal-1 not exceed che lesse! of ten years or
fifty percent of the menber'3 tollaL selvice as
a teacher ln west Vlrqinia. . . . "
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of the six nembels incLuded ln ou! salnple who puxchased ouL-of-

state service, we noted three of these members underpaid the Board

by a LoLal arnount of S448.35 for their servlce as a result of

agency personnel niscaLculatlng their repalmenl cost. lle afso

noted the Board undelstated the amount of lei-nsLated conttl-butions

posted Lo each menber's profi.le by a conlcined total of 5110.63.

For a member to be eliqlble to Lransfer o! reinstate

wllhdrardn PERS servj-ce to TRs, he o! she must conply Hlth the

requj.lements set forth in Chapter 18, Attlcle 7A' Secllon 17 of the

liest virglnia code, as anended, $hich states 1n Part:

"...The teachers retirement board shaIl grant
service credlt to any forme! or present member
of the !{est Virglnia pub1lc empLoyees
retlrernent systen who has been a contrlbuting
nembe! for more than thlee yearsr for service
previous.ly credlted by the publlc enpfoyees
retirement systen, and (l-) shall !equite the
transfer of the nember's contxibutions to the
teachers letirement system o! 12) shall
require a repayment of the anount Hithdrawn
any tine prior to the member'9 retirement:
Provlded, That there shall be added by the
member to the amounts llransferred o! rePald
under thls paragraph an anounL whlch shall be
sufficient to equaf the contrlbutions he wouLd
have made had the rdenber been under the
teachers letlrement systeln durlng the perlod
of his nembelship ln the Public employees
retirement system plus interest at a rate of
six percent compounded annually fxorn the date
of wlthdratral Lo the date of palment. The
interest paid shaII be deposlred ln Lhe
reserve fund...."



of the flve memlcers lncluded ln our samp.Le who transferred PERS

service to TRs, we noted one menber underpald the Board by 9384.24

as a result of agency personnel- miscaLculaLlng hi9 repayment cost.

In addition, the Boald misstated both the arnounLs of purchasecl

servlce and conLribuLlons posLed to this member's profi.l-e. The

Board understated hIs purchased servlce credit by 0.18 years and

re.l-ated contrlbutlons by S89.53.

Durlng the L995 re$r1ar session of the Leg.l-s.Lature, House

Bitl 2600 was passed to anend chapter 18, Article ?B, sectlon 7 of

the l{esL Virginia Code to allow former nenbers of lhe DB Pfan who

were currently contributing in the DC Plan to reente.r Che DB PIan

p!ovi-ded cextain condltlons were melr. Chapter 18, ArticLe 78,

Section 7 of the West Virginla Code, as amended' stales ln pate,

"...Any employee xeempLoyed with an employer
on or after the first day of JUIY, one
thousand nine hundred nlnety-one, who had five
or more years credlted setvlce in the
teachers' defined benefit reti!ement system
roay efect readmisslon to the teachers' defined
beneflt retirement systen ln which he or she

Any employee
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was oxiqina.l-.1-v a menber.

in the

xeetnpLoyed between the flrst day of JuIy, one
thousand nine hundred nlnety-one' and Ehe
first day of JuIy, one Lhousand nlne hundted
ninety-fj.ve, and who was required to
pa rti cipate teachers' def ined
contrlbution system but now eLects, pursuant
ro the provlsions of this secrion, readnlssion
to the teachers' deflned beneflt retirement
systen shaII pay an additional contrlbutlon to
the teachers' defined benefit retlremenr
systeln equal to one and one-half PercenE of
his or her annual gross conpensatlon earned
for each year he or she pa!ticlpated in the
teachers' deflned contrlbution svsten and
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Cransferred thear mencershlp fron the DC Plan to the DB PLan under

shal1 transfe! a1.l- nember and employer
contributlons and inveslnent earnings
therefror0 from the teacher defined
contrlbutlon system to the teache-rs' def.lned
beneflt system and sha1l receive servj-ce
credit for the tllne the menJcer paltlclpated 1n
the defined contribution system as if that
particlpation had been in the teachers'
defined benefit retirenent sysEem. Ary menber
naking an e.l-ectlon unde! lhe p!ovisions of
this section to reenter the teachers' defined
benefit retilenent system ltho is currently a
menber of the defined contrlbution retirenent
system must do so on or befole the first day
of January' one thousand nine hundred ninety-
s lx. . ,. "

in our sample whoof the five

-" *'is code section,
l'..=auLlLvlrL)'v!11|'I ...- credlt posted to the ptofile of

members included

we noted the amount of servlce

four of these nembers was

t overstated by the Board. The fol.l-owlng table dePicts the arnount of

gervice credit overstated on each nember's profi.le:

l!!ou8t of
gergi.o€ Postad

for 95-96
!,fedb€r Sohool Y6ar

1 1.483

Reoaldu].at€d
Aaonnt of

gewiae cledlt
fo! 95-95

gobool Ye6l

1.000

1 .000

1 .000

1.000

2

3

4

7 .444

r .2'13

DLfferelo€

0.483

0 . r.61

0.444

o .213
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This ovexstatement of se!v1ce ctedlt due to posting

e!.ro!s does nor conply with Tlt1e 162, Selies 4' Seceion 5.5 of the

Legis]ative RuIe promulgated by the Board for the DB Plan lrhich

states in paxt I

"Maximum yearly service c!edlt. --Under no
circumstances shall a menber of the sy9len
receive noxe than one year of servlce credlL
for any one flscal year...."

Adcn.w bcrsdhhal told us cal-culatj.ons of sexvlce credit

and repaynenL costs reLated to transactlons involvlng the purchase

of past service are not rechecked for accuracy on a consistenl:

basis. We be.Lieve the errors noted dulinq our exarninatlon occulled

as a result of the Boa!d not having uduqu"". pxocedures in p.Lace to

detect these er-rors.

R€flrpd of Aoautqr].at€d ContrlbutLons

During the pexlod .tu]y 1, 1995 through Decenber 3I' 7996'

the Board plocessed 1,233 refund Lransactlons. Of the 59 refund

transactions sej-ected for testing, seven of these refunds were

lssued to the deslgnated beneficiaries of deceased active members.

chapter 18, Artlc.le 7A, secLlon 23 of the 9lesr Vlrglnla Code' as

amended, sLafes ln part:

"...Benefits upon the death of a contributor
prlor to retirement under the provlsj.ons of
thlq F-fi.'F sh.rl'ha nilrl as fol-l-ows:

(1) Tf the contributor was at Ieaet fifty
years ol-d, and if hls tota.L servlce as a
teacher was at least Cwenty-flve years at the
tlme of his death, Lhen the surviving spouse
of the deceased, plovlded said spouse .ls
designated as the sole refund beneflclary,

t
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shall be ellglble for an annulty which shall
be computed as though the deceased wele
actually a retired teacher at the time of
death, and had selected a sulvlvorshiP option
which pays such spouse the sane monthl-y amount
which woul-d have been received by the
deceased,'or

(2) If the facts do not pernlt payment under
the precedlng paragraph(1), then the f,ollottbg
gta BhqLl b€ Pald to the ref,u''d b€lef,j.oiary of
tbe ooatllbutori ELs sool@rj.at€d oootlLbutioaE
eLth lofnDd lltetest utt to the yea! of bts
de6tb p]-us tbe €8ou.Dt of bj.6 aocuEul.atod
ooatllbutl.ous. Tho lattar sla shal]. o-'n'ta
f!@ the edtt].oye!'6 aootrEul.atloa fu.Dd. "
IEEltbasj-s addsdl .

As this Code section indicates, a tefund paid to lhe

beneficiary of a deceased member !r1l-1 consist of the followlng

thlee amounts: the deceased memberrs accumulated contrlbuLions,

any refund interesc accrued on llhe deceased nembexrs accumuLated

cont.rlbutlons, and State matching funds equallng the amount of the

deceased menber's accumulated cont!ibuflons. The palament of

intereslr earnings is addressed by ChaPte! L8' Atticle 7A, Section

18(d) of the wesL V1lginia Code, as amended, Hhich states in palt:

" (d) ...The retlrement board shal-.]- allow
interest on the contribuEions 1n the teachers
accunulation fund. suob i-uterest sball b€
ttaLd f!@ tbe red€rve fu!d. . . .' lqtbesta
addedl .

The accumul-aled conLributlons of a deceased member are

paid ftom the Teachers AccumuLation Fund; State matching funds ale

pald fron the Employers Accunulation Fund and any interest earnlngs

are paid fron the Reselve Fund. HovJeve!, we noted lntexest

t
I
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earnlngs and StaLe natching funds paid Lo the seven beneflclaries

wele erroneously pald from the wrong fund. A tota.l of 52L,342,22

in interesL earnings !.ras paid to these seven beneflciaries from the

Teachers Accumulation Fund insLead of the Reserve Fund, hile

591-,617.L'1 in sEaEe marching funds was pai-d from the Teachers

Accumulatlon Fund instead of the Employe!s Accunul-at1on Fund. The

remalning 52 eransactions involving refunds were issued to

Hithdrauing rnenbers and interest earnlngs were paid fron the

Rese!ve Fund in all insLances.

When processing a refund tlansaction involving the

beneflciary of a deceased member, the Board's practlce is to pay

the entlre refund includlng lnterest earnings and seate rnatching

funds from the Teachers Accumulatlon Fund. Howeve!, we belleve

this practice is not in compliance erlth the aforementloned Code

sections. Paylng State rnatching funds and interest earnlngs out of

the Teachers Accur-lluj-ation Fund to Lhe beneflciaries of deceased

active mernberg results in less nonles aval.LabLe for menbers to

borrow from Lhe Teache.rs Accumulatlon Fund, as well as, an

overstated amount of rnonies In both the EmPLoyers Accunulation

Fund and Reserve Fund.

Redl.ttaad€ of EEp].oyee a8d EhploFr Coptlibutiopa

chapter 18, Article 7A, Section L5 of the liest vlrglnla

Code, as amended, sEates ln palL:

"Each enployer shaIl each nonlh deduct six
percenL from the sal-aty of each empl-oyee who
is a member of the xetirement system, 1n an

t
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amount not to exceed the amount named In
section fourteen IS 18-?A-14] of this articLe,
and shal-l- at the end of each nonth remit to
the letirement board lhe anounts 5o
deducted...At sueh Llmes as the letixement
board may deem advisable each employer shal-l-
rahr if Fn fhF -Ft' r'e'nenL board the tocal-
amtunt so deducted from the saLary of each
emp.loyee. . . Each employer shaLl be held
accountab.le for the s!!m composing the
contributlons nade by its
empLoyeee...."

of the L? employels tested, we noted one empLoyer failed co remit

the appropriate amount of ernployee conllributlons for fiscal year

199?. I,[e also noted thls sholtage was not detected by the Boaxd's

Each partlclpatlng enployer is required to submLt an

"Employee Dlstributlon" (ED) Report to the Board at Lhe end of each

flscal- yeax. This reporL glrmarizes the total amount of retlrement

contributions ntthhetd from each employee's gross salary during the

fiscal year as well as the amount of servlce pexforned by each

enployee on behalf of the pa-rticipating employer. fhe Boa!d

utll-izes these ED Reports to xeconci-l-e the amoune of emp.l-oyee

contrlbutlons reflected on the ED ReporE agalnst the actual- anount

of ernployee contributlons remitt'ed by each employe! dutlng the

respective flgcaL year. Th13 process is done !o ensu!e each

participaLing empl-oyer has renltted the appropriate arnount of

enployee contributions.

tl.dn .dmbErl n.r ihe total amount of ehpl-oyae contrlbutlons

refLected on tho enployer's ED Report and the aceuaf amount of

enplovee contribulions lemitted as shown on the nonthly

member
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conLrlbution repor!s' we noted thls ernpl-oyer had underpaid the

Board employee conLributions amountlng La 9'7,226'40' In taLking

with agency personnel' we lealned this sholtage was slnpfy

overlooked durlng the reconciliation process involving all

parlicipatlng emPLoYers.

Du!1ng our examination $e aLso noted three instanceg

whele retirement conLlibutions initiaLly rePorted lo the Boatd as

elLher employee or employer conlrlbutions we!e subsequently

reclagslfled. Howeve!, the Board dld not ttansfer these rnonles Eo

the app!opriate funds once !eclasslfied' Thus' $97'162'18 of

enployer contributions colLected from one ernpLoyer during flsca1

yea! 199? remalned ln the Teachels Accurnulation Fund instead of

being transferred to the EmpLoyers Accumul-atlon Fund' In addltlon'

S3L1.55 of enPLoyee conf,ributions colLected fron teto empl-oyers

remalned in the EmPloye!s AccumuLation Fund instead of being

transferred to the Teachers Accumulation Fund'

Empl-oyee contrlbutlons recelved by the Board ate to be

accounted fox 1n accoldance with chaPLer 18, AltlcIe 7A' sectl-on L4

of the West virginla code, as amended' tJhich slates in part:

"At the end of each month every member of the
retirement system shal-1 contriblrte s1x percent
of that menJcer's nonthly ea!nable compensa!Lon
to the retir:enent board. , . . ennnally, tJre

ooBt!:Ucutl.oDs of eaob nober ebaLl b€ oredLted
to the Ded€tt s aooount iD the teaobe!6
aoormrlati.oa fu.nd...." [&tbasl-d addedl '
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Enployer contributions are to be accounted for in accordance with

chapter l-8, Article 7A, section 18(b) of the i{est vilginia code' as

anended, which states in part:

"(b) Beginnlng on the first day of July' one
hund! ed eighty- fou r 'thousand nine

ooatr.j.butLoBs of e6tt].oye!8, sbal.l b€ dsltodtt€d
ta tbe @ttloyera aod.aul.atloB fu!d...."
tqrhasl.s addedl .

In additlon Lo the aforementloned deposit ettors

discovered during our examinationr lie aLso noted one inetance whele

the Board erroneously issued a refund of 5151.32 due an employer

for overpayment of enpfoyee contrj.butions from the Enployers

Accumu.latlon Fund inscead of the Teachers Accumulation Fund and tvlo

instances of posting errors made to the Boaid's accounting recorcls

concernlng the renittance of employee contributions.

When monies ale depoglted to ox refunded from the

incorrect fund, these monies are not belng used fo! theit intended

purpose. Monj.es deposited to the Teachers Accurdul-atlon Funcl are

used for such purposes as the payment of l-oans granted to members

and refunds lssued to withdrawlng members' whlle monles deposlted

to the Enp.loyers AccumulaLion Fund are pexiodical-]y ttansferred to

other funds to be pald ouL as annulLy payments to retired nembers.

l{e beLleve these errors occurred because the Board does not have

adequate procedures In place to detect these tlapes of errors.
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Loan6

During the period JuIy 1, 1995 through Decenber 31, 1996,

the Board pxocessed 4,2'75 Ioan transactions Hhere TRS mem.bers

either took out a new loan or restructured an existing loan by

borxoHing an additional amount of principal. We examined 53 of

these transac!ions.

Monthly' each TRs enployer wiLl rernit to the Board in

accordance Hlth Chapt.er 18, A!tic.l-e ?A, Section 34 of the WesL

virginia code a .lump sun pa\.rnent representing loan pa].ments

withheld flom the monthly gross pay of those employees with

outstandlng Loan balances. These payments are comPrlsed of both

pxlnclpa.L and lntelesL. The Boald deposits these monies lnto the

Teachers Accumu.l-atlon Bund upon recelpt-

I
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Chapte! 18, Article 7A, section l-8 (d)

Vlrglnia code, as anended, states in parL:

of the liest

" (d) the retitement board ls hereby authorized
to accept glfts and bequests. All gifts,
hariacl s ,n.i :nfaraq' Fternin.rs 'rom
lnvestments received by the boaxd shaff be
deposlted in the xeserve fund. Any funds that
may come into possession of the relirernent
gysten in Lhj.s manner or which nay be
transferred from the lreachers accumulation
fund by reason of the lack of a cl,air0ant or
because of a suxpLus ln any of the funds, or
any other noneys the dispositlon of whlch is
not otherlJlse provlded for, shall be credlted
to the reserve fund...."

This Code section requires any surplus funds to be transferted to

the Reserve Eund.
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Curxently, Lhe Board's practice is to leave aLl loan

proceeds on deposit in the Teachers AccumuLallon Fund. Of the 53

Loan transactions examined by us, we noted the Board collected

918,579.40 in interest from these 53 mernbers during the perlod JuLy

1, 1995 through Decenber 31, 1996. We believe theee monies should

have been tlansferxed to the Reserve Fund in accordance wlth the

aforemenlioned statute since onLy the princi paI portion of

emp.loyees' nonthly loan paymenls are utilized towards the lepayroent

of borrowed r0ember contributions.

toan Lransactions are processed 1n accordance with

Chapter 18, ArrlcLe ?A, Sectr-on 34 of the tlest Vlrglnia Code' as

anended, which stales In parlr3

"A mernbex of the retirenent systen upon
wrltten app.lication may borrow froro his
lndlvidual account ln Lhe teachers
accumul-ation fund, subject to these
restrlctlons:

(1) toans shall be roade 1n rnultiples of ten
dol.lars, Lhe mininal- loan being one hundred
dollars and the maximum being elght thousand
dollals except if the total amount of Loaned
noney outstanding exceeds fo!ty nI.Illon
dol1ars, the naxlmum will be three lthousand
dollars until the teachers retlrernent board
deterrnlnes that loans outstandlng have been
reduced to an extent that elght thousand
dollar loans are again authorized.

(2) Loans to any one merber shall noL exceed
one ha.lf of hls conLrlbutions to his
indlvlduaL accounL In the eeachers
accumulatlon fund.

rll ThfArast .hr-da.l ^h the amount of the
Ioan shai.L be six percenlr pe! annum, ot a
hlgher rate as set by the teachets retlrernent
board. If repayable In instalLments, the
interest shalf not exceed the annua.l rate so
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I
established upon the principal amount of the

.loan, for the enc;;e period'of the loan',an9

"u.ft'.ttutg. 
shall- be added to the Princlpa-

u^ounf "f- the l-oan' The minlmal- lnterest
charge shall be fo! slx nonllhs' --iq) -lo m..l"t shal-l be eligible fo! mole rnan

one loan in any one Vear'--iit rt " refund or beneflt is payabl-e to the

uJtt"".t or his beneficlary before h: ttlly"
the ]oan witn interest' Lh; balance-due with
lnterest "o 

outt tftutf be deducted fron such

benefit or refund
(6) From nrs monthly sa]ary as..,..-1"11t- tl"

member shall pay the loan and int-erest Dy

deductions "ni.n "lff 
pay the foan 

, 
and

incerest Ln noE more than sixty nor less.than
six months. upon nocice of $an granted.and

Pa\.ment due, the ernployet shall be.^resPonsro-Le

for making tu"n' "'"futy 
deductions tnd

reporLing them to the relirenent Doaro""

Dullng our examanaLion of loan transactlons' we noted the

Loan Departnent had mlscalculated the payoff baLance on one

member,s oulstandlng loan. Loan Paynents are deducted fron a

menlcer's nonth.Ly sarary and remltted monthry Lo the Board by the

menbe!'s enployer. Thls erlor occurred because the toan Departnent

i,ra9 unawale of a Paynen! oeductlon roade by the membet's empLoyer

p!lortothecalcuLationofthemeFber'spayoffbalance'Asa
result'Lhenemberpaids245.gsnoreLhanreguiredtopayofft'he

l-oan.

I
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The aforenentioned code

any membet aPPlYIng for a loan

member'9 gross salary Lhe amounE

che loan agreernent (signed bY the

the Board. Howeve!, we noted one

secLion lequires Lhe enployer of

to wlthhold each month flon the

of che loan Paynent speclfled in

member) and remit thig amounl to

occurrence where the ernPloyer of

I
I
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a member with an outstanding loan bafance lJas not deducting the

pxoPer paynenE amoun! as ref]ected on the Loan agreenent flon the

nember's monthly gloss salary. Flon Septembe! 1995 through 'lune

199?, the rnember's elnployer rernitted $365.20 less than what was

reflected on the member's loan agreement.

During our examinaflon of retirement annuitles, we noted

one disability xetirant with an outstanding loan balance aL

retirenent had her nonthly retlrement checks held by the Board ln

accordance vjith the aforementioned statute until- the balance was

paid off. Howeve!, we noted the Board withheld more than they

should to sett.l-e thig letlrantrs loan ba.lance as a result of the

Boa!d's staff using lncorrect payment amounts 1n preparlng an

ano!tizati-on schedu.Le fo! the remalning balance based on the

retirant's rnonLhly r.etirement check amounts. Thus' the Board

withheld a tota.l of 530.92 too much from the retlrant's monthly

relrirement checks.

Di-6ebi.1i.te Retirarrta

chapter 18, Article 7A' section 25 of the west Vilginia

Code, as arnended, states in Part,

"...A nember shalL be e]iglb]e fo! annulty for
dlsability 1f he satisfies the conditlons ln
both (a) and (b) as follows:

(a) Hls sexvlce as a teacher in !{esr Virglnla
must total- at least ten years' and servlce as
a teache! rnust have been tenninated because of
dlsability, whlch disability must have caused
absence from service fo! aL l-east slx nonthg
before his appl-ication tor disabillty annully
1s approved.
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!(b) An examinatlon by a physician or
physlcians selected by the retlrernent board
must show that the member is at the time
mentaLLy o! physlcalty lncapaclEated for
servlce as a teacher, Lhat for such servj-ce
the dlsabillty Is toEal and l1kely to be
permanent, and that he shou.ld be retired in
consequence thereof.

continuance of the disability of the retired
Leache! shall be establlshed by nedlca]
examination, as prescribed in the preceding
paragraph, annually for five years after
retixenent, and thereafter at such times ag
the retlrement board nay requlre. Payment of
the disability annuity provlded in Ehis
artlcle shall cease imrnedlately it the
retlrement board finds that the disability of
the reLired teacher no longer exlsts, or 1f
the retired Leacher refuses i:o gubnlt to
medicaL examinalrion as lequired by this
sect1on. "

This code section requires disabillty reLirants Lo undergo an

annual medicaL examlnatlon for the first five years of their

I
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retirement (and thereafter as the Board nay reguire)

retlrants renaln ellgible to receive a retlrement

dlsability.

to ensure such

annulty due to

Durlng the perlod of .luly 1, 1995 through December 31,

1996, there were 722 TRS menicers who tere appxoved for disablllty

retlrenent and subsequenLly began to recelve a monehly penslon

beneflt. I,[e examlned Lhe retilement annuities of 11 of these

retirants. Even though the f1nal annuity of these L1 retllants had

been proper.Ly plepared, our examlnat.ion revealed no retlrant had

been requlred to undergo an annua.l medical exami.natlon durlng the

tlme subsequen! to thel! retilemenL. Our revlew of each retirant's
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microfilm file did not plovide any indicatlon these letlrants had

been lequired to unqergo an annual rnedical- examinatlon conducted

by a physicj-an or physiclans selecLed by the Board' We al-so

examined the r.icrofllm f.l-Ie of three disabllity retlrants who

lerlred durlng fiscal- year Lg92 Lo detennl-ne whether these

retlranLs had been requlled to undetgo an annua] nedical

exanlnation in Lhe years foltowing thelr rettrement' Once agaln

ou! review did not produce any evidence that this requlrenent had

been met.

In dlscusslons ith the Executlve SecreLary and other

agency personnel, we ]earned the Board lecently began sendlng

"Recextlficatlon of Disab1lity" Forms to all- disabillty retirants

to be conpleted and returned by their doctors' These forms are Eo

be sent out annually and wilI serve as certification of the

retirane's continued dlsabitity. Ho{ever' we belleve Lhis practlce

does not. fully comply Hith the afoxenentioned statute' Through a

convelsation with the Executive secretary' we Learned compliance

wlth thls s!atute has noc been accompl-ished plevlously due to the

enormous cost lthich woul-d be inculred by the Board ln requiring

disabllity retxranls Eo undergo annual nedical exanlnatslons as

conducted by phyeicj.ans seLected by the Boa!d' However' we find no

Ianguage in the i'lest vlrglnla code whlch tJould indlcace that the

Board would incur any addltlonal- cost'
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Ret€rrtlorr of Reoor&

chapter 5A' ArlrcLe I' section 9(b) of the west Vtrglnla

code staLes ln Pa!!:

"The head of each agency shalL: " ' (b) Make and

malnlaln records contalning adequate 9no
proper documentarion of the otganizatlon
iun"tiont, policles, declsions' procedures and

essentlal transactlons of the agency designed
to furnlsh infornation to protect Lhe l-egal
and financial rights of the state and of
p.i.on. dir..t]y affected by rhe agency's
activities...."
Each partlcipaLing enployer is requiled to subnlt an

"Ernployee Distrlbution" (ED) Repoxt to the Board at the end of each

flscal year srllnrl1arizing the Lota1 amount of tetirement

contlibutionswithheldfloneacherpJ-oyee,sgrosgsalaryaswellas

other relevant contrlbutlon daLa' Pxio! Lo fiscaL year 1997' the

Board's practl.ce llas Eo dispose of the ED Reporcs orlglnaLly

submitted by each empfoyer once Lhese reports had been reconclfed

againsl the rnonthly contribuLion reports prevlousLy subnitted by

each employer. Thus, we {ere unable to examine the remittance of

etnpLoyee contrlbutions Prior to fiscal year 1997 because records

were not avaI1ab1e for our revleli'

lle wele also unable to trace several transactlons

lnvolving elcher the reinstatenent of wlthdrawn servlce or purchase

of pasL service to the Board's deposlt records' We requested the

Board provlde us with the deposit records for fiscaL year 1995'

Ho$6ver, the Boarcl was only abl-e to Locate a portion of these
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records. Thus, we were prevented fton determining whether

S58,020.58 of cash receipts genetated f].om 22 Cransactions

involvlng the rein s Latement /pu rcha se of past service were deposlted

to Lhe appropxlate Boa!d accounts during this tlme'
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SIAJTE OE VIEST 1rIRGTN!A

OFFICE OF TEE I.EGISI,XXIVE AI'DITOR, EO 1fiT:
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I, Thedford L. Shankltn, CPA, Director of the LeglsIatlve

Post Audit Divislon, do hereby cerLify that the xeport apPended

hereto was made under my directlon and supe!vision' under the

provlslons of Lhe West Vlrginia Code, Chapte! 4, Articl-e 2' as

anended, and that the sane is a true and collect coPy of sald

report.

Glven unde! my hand this /f,4 o", Bq.

Copy fo-rwarded to the secletary of the DepartmenL of

Administration to be flled as a public record. copies forwarded to

the Consolidated Pub11c Recirenent Board; Governori Attorney

ceneralt and, Slate Audl tor.
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thedf6rd L. shanklin, cPA' Director
Legis]ative Post Audit Division
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