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WF,ST VIRGINIA LEGISI,ATUNE
,Iolnt @nfidfteg on Caaeflt;rlent and fl|nance.

Th€rlfolll L &mlllr|" qPA Dlr.ct6
Lgrddr! Id AEdt Ixvbl@
Bd! Dd r, Bo@ Wrtlg
r@EEaqna vd- E

At€a Cod€ (a04)
Pbcmo: 94?-4aaat

lbE a4?-!l€8l9

CEARUCSTq{. BEST VBGnqA 2E!IE61O

To the Joint Colnmittee on GoverDment and FiDauce:

In compliarce with the FovisioDs of the West virginia Code, CbaptEr 4, Article 2, as seeirdc4 w€
bave examiqed the Teachers' Defined Coutribution Retirem€nt Systsm a! admi st€red by th€

Consolidated Public Retirement Board (CPRB).

our exsmination covsrs the penod July l, 2002 tbrcugh Jtme 30, 20M. The results of this
examinatio! are set forth oo the follo\ring pag6 ofthis report

Respqtfrruy subnitt€4

!€gi8laJive Post Audit Division

TIS4db,ela

I
I
I
l
l



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

CONSOIJDATED PUBLIC R.ETIREMENT BOARI)

WEST VIRGINIA TEACSERS' DEFINED CONTRIBTMON RETIRT.MENT SYSTEM

TABLE OF CONTENIS

Exitconfqence ............. I

Introduction ............ 2

AdDinistrative Omcers and Staf --...-... ..-...--.............. 6

5rnmsry ofFindiags, Recommendations and Rcsporses . . . . . . . . . . . . 8

ceneml Rerr.srks ....... 16

lndependEnt Auditors' Opfuion ......... ................... .... 6l

Stdtement ofc€sh Receipts, DishrsemE s

snd Changes in Cssh Baloqcos . . . . . . . . . . , . , . , . . , . . . . , , . , . . , . . 62

Notes to FiDrncial StatmeDt . - -........... -. 64

Supplemental Infomafion . . . . . . . . .- . . . . . . . . . . . . . . . . . . . . . . . . . . 66

Certificate of DrEctor
I€gislative Post Audit Division . . . . . . . . . . . , . , . . . . . . . . . . . . . . . . 7l



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

E)OT COI\MERENCE

We held an exit conf€rerce oo S€plember 30,2@4 with the Executiye Director and other

reFesentafives of the Coosolidated Public Retirement Boed (CPRB) aad a.lt fiaditrgs aod

recoo.mendations w€f,e reviewed aud discussed. The agenc/s respoues 8re includsd in bold and

ihlics in the Suomary of Findings, RecomraendatioDs and Rcspons€s aEd a.ftEr our findiDgs in the

General Remarks section of this report

CONSOIIDATED PTJBLIC RETIREMENT BOARD

WF,ST VIRGINIA ITACEERII' DEFINED CONTRIBUTION RETIREMENT SYSTEM

-l-
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CONSOLIDATED PUBLIC RETIREMENT BOARD

WEST VIRGINIA TEACEERS' DEFIIIED CONTRIBUTION RETIREIUENT SYSTEM

INTRODUCTION

Consolldated Pubuc Retlremetrt Board

Effective July I , t 99l , Cbapter 5, Anicle loD ofthe West Vtginie Code s€ated the

Consolidated Public Retircaaent Boad (CPRB). The Board's duties arc to 'dminist€r all State

Retircment S,,steDs. It shall bave 8ll the powers, duties, EspoDsibilities and tiabilities offtre I,ublic

Employe€s Retir€meat Systen (PERS); the Teachers Retir€neft SysteE CfR$; the T€achers'

Defired Contrbution Retiremgnt Systen (IDCRS or TDC Plsn); the Deatq Disability and

Retirement Syslen (Plaa A) of the Division of hrblic Safety; and the Judgss' Retirement Syatoa

(JRS). Subsequent to July I, 1991, the Board also began arlministering (in addition to the

aforcmentioned rctirement syst€ms) the West Virginia State Police Reth€ment System @lau B) on

March 12, 1994 and the Deatb, Dsability aud Retircment Frmd for D€puty Sherift on JuIy I, 1998.

Aclditiorally, the Board i! rcspolsible for a.lminisrering a 457 Defsrred CompeDsation Pls!, which

members of the ofrer Stafe Retircment Systells ca! utilize to srrpplement their regulsr rstir€nenL

The Boad coDsists of 14 members as follows: tle Gov€f,lor, State TreasurEt St8te

AuditoE Scqetary of the Department of Administratio!: four re,sideBts of the Stats who are rct

merqber8r retkanb or beueficiaries ofany oftle retirement sFtems; a msmb€r, aDnuit !t or retfuant

of the Public Employes Retircment Syslsm who is or was a State enploye€; a m€rabsr, aDnuit xrt

or retirant ofthe Public Employe€s RetirsmeDt Sj,istem who is not or was not a State emploJrce; a

member, aDnuitant or retirart of the Teache6 Retircment System; a memb€r, aDnuitant or retirad of
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the Division of Public Safety D€arb, Disability and Retirement System; & membsr, stltruitant or

retilarrt of the DQuty Sheriffs D€ath, Dsability ald Retircmsnt Slstem; au4 a member' aDnuibot

or rctimrt of the Teache'rs' Defined Contributiotr Retil9ment Sy8ttm.

The Boad elects from ib own number a chaimatr and vice cbairman The Board is

granted the authority uder Sbte law !o appoint an executive director !o be the chiefadminishative

offcer ofall ofthe retiremetrt s!€krns. The executive diFctor i8 l€spolsfule for employiag, with the

Boord's approva! srch administrative, tecbnical aad clerical employees as are required in the proper

opemtion of the letircment sFtqn& Also, the Bosrd is autlodzed by State law to employ a stat€

retircment actuEy or acu.larial firn and be represented by an atlomey who is licsDsed to Factice law

in the state of Wesd Viryinia who is not a memb€r ofany ofthe retirenent slBtelns 4r'ninisr'r€d by

the Board.

The Board is required by law to meet al least orce every tbree mod]s, with seven

voting members constihttirg I quonm. All bosd m€etingB lrust be public. MeDbsrs serve without

compeDsatiotr for their sewicos, provided tbat each member is rcimhll8e4 r.Pon Board approval, for

any nec€*sary exp€ns€s incurrod by then ia carrying out their d6ies. No public ampto,'ee member

may suffer any loss ofsalary or wages on account oftheir s€rvic€ as a tnrsteg.

West Vlrdnla Teachors' Defrned Confibutlon Redrenent Sygtem

The wcst Vilgida T€ach€rs' D€6!ed Co!fribution Rsthsment Syst€m w85 crEated by

ar Act of the 1990 t€eislatEe d[ing the Thid Extraordimry SessioD- In additioo to plovi'ling

rotirement benefits for r€gulsr retimnq TDCRS makes provision for members who suffer total 8nd

pelmaBent disability and Fovid€s certain survivor bercfits to th€ beneficiaries of deceased nembers.

Menbets ofthis system contn:bute 4.5% oftheir gross wages and emplot€rs conhibute a matching
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amount equivalent !o 7.5% ofemployees'gross salaries. Cunendy, the TDCRS has more than 2l,000

msDbels actively participettrg i! the plan with over $5 I 0,000,000 h plsn s$sets.

Retirement beDefits are based solelyupon the amouds coohibuted by the sEployee and

qrploy€r plus any eamings. Crnrently, there are ten ilrveshent optiols available to membsrs for

iuvestEeat ofthgir retireEent conihibutions. The Lry€st@elto'ptiols fioE whichm€mb€'rs ie choose

include: money Earket fiEd, fixed annuity, bond fimd, baisqc€d frtn4 tbrce larEp csp stock fulds, mid

cq stock futr4 slnaU cap stock fimd, and interDatiolat stock filud" The Board also offers tbree profile

portrolios (consewativg moderate ard aggrersive) whichmembers can utilize to Dl€€t ttreir inv€stEeDt

objectives. Once a msEbEr has selected I profile portfolio, ttre m€tnber can let the diversitred

inyestEent mix in that profile portfolio help the memb€r secue their invest@€trt objectives.

Milliman and Robertsoq Inc. (Millinaa) served as tbird perty ndministrntor for the

TDCRS Aon the inccption ofthe plan in July l99l tbrough the end ofD€cember 2003. Effective

Jalruary I , 2004, the Board conhacted with Grcar-West Ufe and Annuity Insurenc€ comp4oy (Grcat-

West) to s€rve as the rcw tbird party I'i'ninishoror for the Teachers' Defined Coufibutiou Retireinent

S'steNn- Stqting February 5, 2004, ptan participants cou.ld access their account on a daily basis either

thrcugh cneat-West's websile or its voice aulonated systen called Ke/talk Plsn participslts cao

utilize either the website or KeyTalk to nove all or a portion of their existing iqYcsh€nt balanc€s

betweetr inv€stment options and to cbaDge how their Pyrou contributioDs are invest€d in inclemetra

ofone percent

Upon retirement at age 55, participants nay choose to receive a lump sum distibution

from their partisipatrt accoung roUover thek participatt account balance to an IRA; or purchase an

annuity cootmct tbrcugh the amuity shoppilg service otrered by the Board The participant has the

-4-
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option of prrchasing an sDDJity from the following thee service Fovidqs: Great-west Ufe &

Annuity Ltrsluance compatry, Metropolitd Life' and Travsler8 Life' The Participmt is encouaged

to s!€ak with a retircment couoselor about the differEnt aDnuity optioos' A participsrt may choose

from the @ fty shopping service offered by the B@rd or ch@se another distrihtion method

MEmbers who terminate thcir employme|rt aod file an application with the Bosrd to

withdr8w aom the systetn are eligible to receive a h.:mp sum disrribution corisisting of lof/o oftheir

employeo contrfutrtions and related earnings a! weU as the apFopriate portion (if applicable) of

employEr conhibwiotrs anrl related earnings" Howover, the aoount ofemptoy€r cortrbutioos 9ad

related earnings a member is eligible to rcceive d@strds oD the number ofyears the membsr ba8 vested

in the system as illustlEled by the following table:

Before completing 6 years

After compteting 6 leors

After completing 9 Y€arB .

After completing l2 y€ar8

No employer conhibutions

lB of e|rplo''er contribntiols

2/3 of employer cotrhibtiong

All emplq€r contribdioDs

Ia the event ofa member's deatb, the msmber'8 designatrd beneficiary 8b8[ b€ eugible

to receive all fimds conmluted to or accumulated in the deceased member's smuity sccouDt regtrdless

ofyeaB ofssreice. Also, ifa nember is graued a permaoetrt atrd total disability retireneNf by the

Boar4 the member is €Nrtitled !o Eceive all filnds contrihded to or accumulated in the member's

asnuity accomt regardless ofyears ofservice.
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CONSOLIDATED PUBI.IC RETIREME.NT BOARD

WEST VIRGINIA TEACEERS' DEFINED CONTRIBUTION R.ETIREMENT SYSTEM

CONSOLIDATED PUBLIC RETIREMENT BOARD MEMBERS AND STATT

AS OF JIJI\'E 30. 2()M

Govemor Bob Wise Ex Officio

Tom SusmaD, Actirg Seqeury of
DeDartnent of Admiaistation . . . . . . . . . . . . . . . Ex Officio

Gle,n B. c'aiqer,Itr State Audilor .........:. vice CbairEan - Ex offcio

Jobn Perdue, Treasurer

william Mccinley

Jarctwilson..-....

David Wyant

...............8xOfficio

............ StateReside[t

... -. - - - -. -. Sbte R6id€at

. . CbairEan - State Resid€nt

Public Employees Retirement SyBteNr

J€rry A- weaver ..... Nonstate Employee Memh"r
Public Employe€s RetirEment System

E Geire Davis TeacheB Retircment Sy8tem Msnb€r

DavidAndeNon .t**HjHin,j*ff$m

F.DouelasB€asley.........r.....................l....DvisionofPublicSafety'sD€ath,
Dmbility and Retirement Fud MeDber

Donald T. Murray Dguty Sh€dtrs Deatb Dsability
aod Retircment Fund Member

Csrl Gutbds ... Shte Resident

FEtrcisA. Hughes ....... Stalo Employee Memb€r
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STAIT'

Jos€ph J. Jax*ovski, Jr. . . . . . . . . . . . . . Executive Director

Teresa Robertson Deputy tlircctor

Amber L. Staosbttry Plau Administrator

Paula VaDhom Adminisbative Services Maoager I

Jmet Alkins Aicounting Tecbnicial Itr

Kimberly Brown . . . . . . . . . . . . . . . . . AdDinisFstive Servic€s Assisbnt Itr

Ld Cottrill .... Accombnt

CynthiaBoyd InterDat Auditor

-7 -



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

t
I
I
I
I
t
t

CONSOLIDATED PUBLIC RETIREME.NT BOARI)

WEST VIRGINIA TEACEERS' DEFINED CONTRIBUTION RETIREMENT SYSTEM

SUMMARY OF FINDINGS, RECOMMEIIDATIONS AI{D RESPONSES

Lack of Dffe.ltve svsttm of Itrternal controls

l. Dudng the coEse of our 8udit, it beca.me apparent to us, bss€d on the observed

noncompliancewith frewestviEinia code, the Coneolidat€dhrblicRetiFm€[t Boaddid

not bave aD eff€ctive sy8tem of iqtemal controls in plac€ to elsure comptiance with

spplicable State ley/B, rules and regulations. Chaptsr 5A, futicle 8, S€ction 9 ofthe West

Viginia Code Equnes the agenry head to bave in place an effective s'6t€m of iDtemsl

coDlrols in the folm of poticies aod prcc€dues set tlp to sDsure ths ag€ncy opemtes in

compliance with the laws, rules and regulations whicb govem iL

Ardltors' ReooEmerdadon

We recoomend the CPRB comply with Chspter 5A, Articlo 8, Section 9(b) of the West

Virginia Code, as anended ard establish a syslem ofintsmsl contols.

Asetq\ R8ponse

Fl,t andfornust, the CPRB' r6pedIuW, bal cd4ortcqlb, .Ikogre6 tr&h the blankd

stdenent thd conclutl8 o-the Consoludal PubU.c Rdrcrnent Bosr.l dU not htte 4n

6edve sfstcn olf!.@nol conbob tn pl4t2 to en$arc compllanez r'frh qpllcable Stde

bwq mla arul rqulalons.' (S€€ pagps l7 - 20 )

RFT l$ued by Boerd for Thlrd Party AdEtplstrator alrd Addldoral Investment ODdotrs

2. During the audit perio4 the Boad coDtract€d with a new tbird party q'lmiflisrrator (GrEaJ-

West Life atrd Amuity Inqrance conpany). At the same tiEe, the Board added thmugh

-8-



a competitive bidding Foc€6s tbrce new iovestBent filnd options and one replac€ment

iovestment fimd option from which plan participants cluld ohoose to ilvest their retircment

contfuutio!& Based on each invtuent fi.tnd option selectio!, the PEcbrsing Division

issued apurchase order on bebalfofthe Board E ith each ofthe investuent firms \pho wordd

be Foviding the brokeEge seryic€s for @ch inl€stnsnt fimd optiot- Howwer, we noted

the Boad decided to dilize Great-West's broker/d€alsr affiliate, GWFS Equiti€s, Inc., to

Fovide the brcker8ge s€,r'vic€s for theso iqvestmsnt fimd optioDs rather than the investu€'ut

firEs awaded ths conhact for these iw€st@eDt fild options tbrough the competitive bid

proces& Once this decision was made by the Boad the Board cancelled the puchrse oder

issued to each inv€stmeot firm by the Pucbssing Division

Audft orst Recrltrmerdadotr

Because litigation is pending on thir mafier, a Ecommetrdatiolr is not offered

Agetcv's Rqoonse

The CPRB dlsqArc8 wfih erch and etery frttlttg; sucgatlon, purported ctnch.slon of

lGw, Lnd rcaommerddon contalned bt thls secdon of rhe rqorL Slnce thts mqtter

qtnently ls the sutJed of Uuadon b the Clrcafi Court of Ka,nswha Coattq, t]te CPRB

hu been tnformen by legcl cour8el d,at sn! publlc comme on the spdfrc ksu6

contqlrred therdn ls btaMsablc atut pos1w .leffirtettul to tlte Bosrd,s casa

A@ar. ttg$, nolurther commer.ta4t wlu be moda (S€e pages 2l - 29)

I
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Paymert3 t0 Tl rd Partv Admhlstrator for Servles Render€d

3. We noed a Pa),msnt made bo the tbird psrty 
'dminisrDto( 

(GFat-West) for services

rcdsred which lotaled $221 ,757.75 was not paid fiom the CoDsolidat€d Retir€ment B@d

ExpeDse Ac.ounl We atso noted the partic'ipant fe€s collected fion plan participants

dllring the 2004 fiscal year !o help fuod the CPRB Expense AccoEt along with the Board's

sharc ofthel 2(b)( I ) fees and oth€f, miscellaneous f€ss rcmitl€d byth€ muoal fimd proviclels

!o Grcat-we$ wsre retailred in ttre Platr Rev€nue Sharing Accolmt Eaintahed by the third

party administrator. Thes€ rev€nues which totaled $945J60.95 should bave been remitl€d

to the Boad by Geat-West and deposit€d !o the Consolidal€d Retircment Boad ExP€nse

Accout rather tban being maintained by Grcat-West in the Plsn Rev€oue sbaring AccomL

AudltorT' Recommendadon

We r€coDmed the CPRB comply with cbqtf'r 12, tuticle 2, sectio! 2(a) of the West

Virginia Code, as araended; Cbapter 1 2, Articte 3, S€ction I ofthe west virginis Code, as

amended; and Title 162, Seri€s l, Section 5 of the I€gislative Rule for the Geffral

Adrninistration ofthe Stale Retircment Systems by requiring the tbid pslty edministatT

to traosfer @y monies due the Board (such as participad f€€s atrd l2(bxl) fees) fron the

Pl8tr Revenue Sbaring Accouqt !o the CPRB ExpeDse Accotrot to help fund the expenses

of the Board.

Asarc1r's R6oonsc

We nlll compb w&h thls aadl remmmenddott (See pagrs 30 - 37)

-10-
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Exc€6s Cash Behg Malntelned h Stlte Aclounts

4. Tbrcugh discussiols with agency ps$omel, we leamed there is excess cash being

Eaintaiqed iD both the Member Contrl:bution Account and the Employers Contrrbution

Acc{rmL The Memb€r C,oDb:t'bution Accourt is utilized by the Be.rd to deposit employee

contnlutions rvnined by pdticipating employslr, while the Employers Contibutio!

AccouDt ir utrtizetl by ths Boad !o d€'posit employer contributioqs received ftom

participating ernployers.

Auditors' Recop.merdadon

We r€commead the CPRB conply s'ith Ctapt€r I 8, Article 78, Sections 9 ad I O of the

West ViBinia Code, as ,rnqde4 by dweloping wriuetr Foc€dured for the montbly

reconciliation of the cash balanc€s rlaintahed iq their State accounts ard outside baDk

account against their dqosit r€cods !o eDqrle tlg prop€f,amoutrt ofr€tiFmgDt conhibutioDs

are being deporited to the apprqpriat€ accounts. We also recommend the CPRB compty

with Chapter 5, tuticle loc, Sectiou 4(d) of the West Virginia Code, as qoended, by

working with the D€partmetrt of Education to develop a forEat of erpporting data to

accompany the transfEr of State Aid monies on a mootbly basis whioh woutd assist the

Board in dsterniniDg how much of tho montbly a.llotrent of State Aid monies should be

allocated between both the Teachers Retircm€d System and the Teachers' Defined

Contribution RetiremeDt Sl/Blen.

I
t
I
t
I
t
I
I
I
t
I
I
I
I
I
I
t
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Agetqv's Rqponse

Thls ptoblem was ldendfel snd eolat tqUf dkcbsd bf the Ewclttee Dtrcdor of the

CPRB. It wqs rqtortel It the Board meotbert tnnefiaeJy. As noted la the rcpor\ the

CPRB ls h thepocas ofdeveloplng wttten procedrfidfotal TDclancdons, bcladlr,g

the monthl! cash recondlldorl It ts schednted lo be ctmPl*.d by Novenber 15,20U,

(See psg€s 37 - 43)

Redrement corfibudopr Not TralNferred to Thlrd Partv Adphrttrator h Tlmely Mstrner

5. During our review of retirEment contribtdions processed by the Bmd between December

I 5, 2003 8qd Juoe 30, 20M, \re uot€d 47 instances out of5 0 conhibution remitances tested

where the Board did not halsfer in a timely mauer the EmPloyee and €mploygr

cootibutions of 47 participating employers ftom its State accoEts !o the tbird Party

qdminisfiator (Geat-West) for investEelt on behalfofpla! psfticipaqte Tho connrbution

remitJances rslating to these 47 insbnces totaled $2,417,389.10.

Atrdltorlt Recommendadop

'We recommend the Colsolidated Public Retirement B@d complywith CbapEr 18, Article

78, SectioDs 9 a!.d l0 of the West Virginia Code, as amended We finther recorlmeod the

CPRB coDsult q.ith both the tbird party n.l-iniqf-tor and the Depsfim€m of Education

corceEing the possibility of baving particip,ti"g emPloyer8 remit their contribution

rcmitbnc€s dt€ctly to the tbid party adninistsator Ether th8tr to the Board in ao etrolt !o

reduce the amount ofprocossing time for retircnent conributions.

-12-



Asenq's Resoonse

The CPRB hos lmplenenudproefur$ whereb|, vte rccelee p6t'roU.lda elecionbouf

vla lalerfacJag w&h the Dqsrtt,ent of E.lltcatlon B! the errd ottlv coletdar yea4 we

uehophgto qlowsup torern&conffibudans e&hereledTonkah,

throagh olt ACE debu or vla a bek b.E q,sten" The proeednr6 help to decreqse our

audltbtg and procashg Ame otd are tn the deeefopnertal staA6. Stnce each

parddpdttg ernploferhss aldadarf .LtO ro ret rA condhdons dmetf, the CPRB his

dso proposed LeglslAlve RuIz clunga tha would slox' eotplolers to be s$essed q

pqr&lly rqf*ttthE lost earnbtgslor any cont lbatlons rec<:tyed afra I j .loJ,sfron the

pa!,rou h@rvql The pet&y wlll be allocaal b oI psrtjdpqtt tg employea of that

eztplofer. (S@poAes43 - 49)

Processltrg of Redremetrt CopHbudons Durlng
the Trusldon Betwee! Thtrd Partv Adpl.ptstrators

6. Duriog our review ofretircment conhibutions processed by the Board betweou December

15, 2003 and Jue 30, 20&1, we noted that the Board did not start !o remit retir€ment

coDhibutions receiyed fiom paficipating qnployers betw€€D Decemb€r 15, 2003 and

Jauuary 12, 20M tn the tbftd paat ailminist"to,r for inveslment otr bebalf of plan

participanb uatil Janusry 12, 2@4 due to the traNition betweqr tbftd parq/ 
'.tm 

inistators.

Between D€€emb€r 15, 2003 md January 12,2004, ager\ct r({)rds iadicate the Bo€rd

recoived a total of$5,856,449.28 in retircment contribution! ftom participating employers.
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Audltors' Recom.mendadon

We recornmend the CPRB conply with chapter 18, Article 78, Sectione 9 8od l0 ofthe

West Viryinia Code, as amende4 by ensriring that st€ps are take'n in the firitle to eDsure

psrticipatrt contr-butioDs conthue to be inv€sted without inlelruption even thoug! a change

iq third party adminisrabrs is rqking ptacs. We firrtlen recolnmetrd the CPRB complywith

chapler I 2, Anicle 2, S€ction 2(8) ofthe West viryinia Code, as amepdd when depositiag

retircraalt confibutions to ib Stale accouqts

Agqrc1t's Rqoonse

An! change II a Thtr.I Putf A.lmlltls'/.otor (TPA) requbd a "quu Perlod" to ensure 4

proper att ofohd fiarleter ol4ssee Plttt PbrtldpanA were notlfred ln wrtlng qboalthc

"qad perloal". Group meetlngs werc hewqqos the dalc to srt$'er LrV qadtlonsfrom

pafildponb andt! dksat tttrde a gude q@nbrg the trsltsltlon Darhg the trar8ttlon

pedoL lhe CPRR workad .tfiI Grc4t-W6t tnd M Uman lo ensure thu parddpant

eontrtbudons wue itenapud as llfrle as posslblq Gtvel the short thr.efrune ln tthlch

we hqdto btplemcnt thetranstloh CPRB s,afwofted dWaW to uphoA ourfdaclaJ)

daty, In sun" the CPRB cauld not lava!|t the parddpsnt funb durtttg the qulet perlo.l

beeaase there wos no Iuncitonet rccanlkeqer ln proPerb, scarunt for the

fands/contrlbutlons. (S€e pagps 49 - 54)

Contrlbudops Remltted to Inv€sbnent Companl€r Pald from wrons State Acrounts

7. DuringourrwiewofretircmetrtcootibutiorsprocessedbytheBoadb€tweenJuly l, 2002

aud Dec€mber I5, 2003, we rcted ol1e instaoc€ ofthe t€n conkibtdion remitbnc€s t€st€d

wherc the employee and employer cotrtn-butioDs rsmitrEd !o the investuent companies were

-t4-



paid from the y,rrong StBle accormb. A8 a resutt, the Board paid $5 I 0,794.69 too nuch in

enployee contributions fiom the Member Cotrtribution Accormt

Aqditors' Recommendadon

We recommend the CPRB comply with Chapter I E, tuticle ZB, SectioDs 9 ond l O of the

West Viryinia Code, a8 aneuded-

Asencv's RdDonse

We,w I compb u,&h thls sad& retomntettddon (See pag€d 54 - 57)

Employee Noa Eproned Itr TDC Ptan Upon Eire

8. DuritrgorEreview ofretircaentcontributionsprae*sedbythe Board baweenJUly 1,2002

and December 15, 2003, therc $,as one instsqce torqling $1204.1I where a participating

€mplo),er did trot remit thg employeo and employer cootributioD8 on behalf of one plan

particif8nt to the Board in a tinely ma""o'r.

Aurlltors' Recomqenrladon

We recommend the CPRB ensure participat ng eoptoy€rs comply with Cbapier I 8, Aticle

78, S€ctioDs 9 &d l0 ofthe We$ Virgiaia Code, as amendd as well as Cbapter 5, Article

l0C, S€c,tion 4(O of the West Virginia Cods, as amended, when enrotling newly hircd

employeoc in the TDC Ptan-

Agenlv's Rqoonse

Th. CPRB has proposed o ch4nge to VI/CSR SI6L?4.I snd 516L34.2 ahat vould

rcqulre any partklpdng ernployer whotalls to make any paynent dae the TDC plaa by

the If .Iayfoun l4g the erul ofthe pay petto.l to p6! eomtngs loj on tle contlbntlons

ol lhe scaurlol rate of rcArn 6 ddemlnerl for the TeocheB, Defaed BeneJU

Redrement EstenL (See pag€s 58 - 60)

!
I
I
I
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CONSOLIDATED PIJBLIC RETIREMENT BOARI)

WF,ST VIRCINIA TEACSERS' DEFI\ED CONTRIBTMON RETIREMENT SYSTEM

GENERALREMARKS

tr.{TRODUCTION

- We bave completed a post audit ofthe Teachers' Defined Contdbution Retircment

System a8 adoiDist6red by the Colsolidaled Public RetireE€lt B@rd" The audit cove[ed the pedod

July l, 2002 tbrough Jlme 30, 20&t.

SPECIAL REVENIJE ACCOUNTS

Dudng the audit perio4 the CPRB maintained several special revenue qccouDt] to

contain the retirenent contributions received and !o account for all expsnditEes related to the

opsration ofthe T€achsrs' Defined Contributiotr Retircmeit System as required by law. Monies

coUected werc d€posited with the Stale Treastller in the followilg special rcvenue accounts:

Accomt Number Descrlodon

2190 . . . . . .. . . . . . , ... Member Contrlbutlon Account
Contibutiols of melnbsrs traDsfercd to
tltd party adminisbalor for investmetrt
on behalf ofpl,an participants.

2l9l ............. ... Employers Cordbudo|r Accourt
contributiols of employers tbrough
State spFopriatiols taDsfefied to third
palty administrsior for itrvestmeDt oo
behalf of plar participants.

2192......... -... ... Surpenslon Accourt
To receive forfeited conntlutiors fiom
terDinat€d participant accouqb to be

utilized by participating employ€rs !o
reduce employer contributioDs in fuh.Ile
years.

-16-



LOCAL ACCOIJNT

Iu order to have aash ayailable for specifc local oporations, local bank accounts are

'qed for menegirig funds requircd oD a day-to{ay basis. These local accormts are descrrAed ss

followe:

Teacherr' Def,red Cotrffbudon Redrement SysteNn Accou.nt

This account is utiliz€d an a swe€p accouDt that is used to.aesfer msmbsr and

eilployercontibutiols !o the retireme|rt plaa's thjrd party 
'.tminisfiator (crcaf-West) for iqvesmqlt

on bebsfofplan palticipaots with deaiennt d inyestment companies. The transfeds ofmonies ftom

this account Ee lmder the coneol of crcat-WesL

COMPLIANCT, MATITRS

Chaptq 18, Article 78 of the West VFginia Code gsnela y gov€rDs the

administerio! of the Teachers' Defined Contributioo Retirem€r SystsD. We t€sted applicable

sections oftho above plus other applicable chapters, articleq and sections ofthe West VirgiEia Code

as they p€rtaio to fin'ncial maffers. Our finding8 are discussed below.

Lack ofEfre{dve System oflntenrel Co[trols

During the course of ow audit, it became appq€at !o us, bosed otr the obs€rved

noncomplisnce with the west virginiacode, the coasola"redArtilic Retirc0a€nt B@d didnotbave

an effcctive Estem of i4temal coneols in ptace to eosrre ompliaoc€ with applicsble State laws,

rules and rgulafioos. Cb8pter 5,\ futicle 8, S€ction 9 oftb West Viryinia Code, as amended

states in part:

"The head of each agerxry shall:... (b) I4aks ard mahtain r€cods
cantaining adeguate and pro'por docunent*bn ofthe organization,
functions, policies, decisioDs, prredures atrd essential no-qsactions
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ofthe agency design€d to frrmish infolEatioD !o protect the legal and
finaocial righb offte stat€ and of persols dircc{y affect€d by the
agency's activities...."

This law rcquircs the agency head to have in plac€ atr eff€€tive sr6tem of intema.l conhols in the

folm ofpolisiol and procedures Bst up to eDsure the agpncy opelates in coupliaoce with the laws,

rules aad regulations which govern iL

During our audit of the Teachers' D€fircd CoDtribution Retir€metrt System as

adminiFrered by the Consotidatcd Public Retirement Boad, we folmd the following noBcompliance

with Stale laws or other rul€s and regulatioDs: (l) While negotiatiDg tlo contrast for tbid pqty

'.lministaltor servic€s with Great-West Ufe and Anquity Insuarc€ Colllpaly (Gr€at-W€s), the

Board decided to utilize GrEat-West's broker/dealer affiliate, GWFS Equiti€s" Inc., to provide the

brokeEge servic€s for the investment fuird optioos off€r€d by the TDC PlaD. As a r€su]t ofthis

decision by ths Boa!4 Wachovia Securities (formerly Prudential Secrniti€s) fil€d a law suit with the

Karlawha County Circuit Coud agaifft the Board aleging br€ach ofcontract by the Board whetr tle

Board assigned the responsibility for providing brokerage servic€a for two of the newly added

inveshent fimds (Grov,1h Frmd of America aod EuIo Pacific Gmv/th) io Gl€at-West rsfhq thrn

awarding the broke'rage services to Wachovia Securihes under the Purchase Od€r issued by the

Purch$ing Dvisio!" (2) We noted a paynent Eade to the third party a.tmin;stFror (Grcal-West)

for servic€s rendercd which totaled $221,757.75 \I'as not paid fion the Colsolidated Retircraent

Boad ExpeDse AccouqL V/e abo noted the participant fe€s collected ftom plao participants during

the 2004 fiscal year to help find the CPRB Expense Account w€[e retaired in the Plaq Rw€aue

Sbaring Accouf rn'iqrained by the thiId partys.l-i"iitretor. (3) Though discussions with agency

ItersoDnel, we leamed there is excess cash being Eahtain€d in both the Member Contrihution

18 -



Accou.qt and the Emptoyers Conflbution Accorml As of Jlme 30, 2004, the Board bas hansfercd

I !ot8.l of$2,713,000.00 fiom the6e two Stat€ accoults to I cash liquidity account meinfained vith

the Treastner's Office. (4) Duriag our rwiew of retircment confl:butious processed by the Boqd

betweeo Dec€mber 15, 2003 aud Jue 30, 2004, we notEd 47 ilstarces out of 50 contibution

rcmiEancas tosted wh€f,e the Boad did not halsfer in a timely mamer tho employee and eimployer

contibutionr of47 participating employeF AoE its State accouuts to the tbird party 
'.t'ninisrmto,r

(Grcat-West) for inv€tu€nt on behsf of plaa pqtisipsnts. The conhibution rcmitano€s relating

!o these 47 iDsbnc€s totaled $2,417J89.10. (t During our rcview of rctircment condbutioDs

procers€d by the Board b€tw€en D€cember 15, 2003 sod Jlme 30, 2004, we trot€d that the Board did

not start !o r€Nait rctirem€nt contibutions rcceived fion partisipating €mployers betw€en Dec€mb€r

15, 2003 aod January 12, 20M to the third pEty administator for investuent on behalf of ptan

participanb until Janusry 12, 2004 due to th€ tansition between tbild party adminish'toG. Between

Dec€mbsr t5, 2003 and January la 2OM, agency rocoras inaicaio tle Board received a lotal of

$5,856,449.28 iq retirEneDf contributioDs fiolIr partioipafing employels. (6) During ol[ review of

rctifement contnAffiioDs,,we noted one instance wherc the employee snd employrr cutributions

r€'mifrd to the iqyestm€nt coEpanies were paid fiom the wroDg State accormts. (7) DEing our

rcvie\r ofretircmsDt contor-butions processed by tho Board between Juty I , 2002 aad December I 5,

2003, there was one iruance totating $l2M.l I where a participating cxaployer did not rcmit the

e|aployee and emplo)€r contributions on behalf of one plan palticipant b the Board in a ti.Eely

matrner.

We recooneDd the CPRB comply with Cbapler 5A, Article 8, Section 9(b) ofthe

West Viryinis Code, as amende4 and est8blish a system of int€mal controls.
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Aaencr's R€s.Donse

Fbst atuuorcnosq the CPRB, r^pecTtally, bur ad4orlc4ut tt&geq ,elh the

bl4nket st4tement cont4hed on page I I thd concludd 4-the CorrtoMded hbUc Rdrentent

Boar.l dU noc have ar fiedfue sfstet t of b.rqwl contols b pl&cz to en$urc compltsnce w&h

appllcsble Stale laws, rul6 and rqulsdorlyb

RegqdtttB the getterul lnlornalon unuhed on page 11, thefollotew shouu be

note&

Ipcql Accounl

Per our ctnbqd wfuh Gre4-W6l Lfe & AMutr! Insarat ce CompLnf (Grctu-Wdq, T an^

mast be 6ent el4 Ute Automded Cle4rlnghoase (ACE) wuhtn the BenIJnk Vstzn

funcllonofuy.' As pstt ofthls lunctlonoltty, Grest-W6t needed to ACE delfi ow accoan8

heu bt, the Srde Treasurct The Store Tftnt ner do6 not Qlloir ACE debfu ofst0le z$tuna;.

theleforq&wastnperdeethdtheCPRB qtsbllshonelacelsccoar whtch$oau allow AcE

.I"UI,I- Afrs reaffitg approvol ftom the Stde Trcosurer arrd St4re Au&br, the CPRB

dtabllshel the locrl oceoant wfih BB&T Bank on Deczmber 29, 2003. Thls qccoar ls fu, the

name oltlv "Storz of W6l WbtlaTeac]eB' D4ncd Contlbutlon Sststa t" ata ts unaqthe

solz control oltle CPRB.

Tesche6' Defrned Contrlbullon Rdrement Slstent Account

Contran, ro whd t8 st4tei llt the repoq the tran^sfen ol morrl6 fron the local sctoant @e

ander the sol2 conlrol of the oPRB. On a datly basls, the CPRB stlthorlTa Grcqt-Wdt to

ACE dabt rhe a.count for spedltn doll$ cmounb thd rqtrdent parddpant corrdbudort&

To further saJeguanl ahls accounq we onl! fistltfer mone! btta the ltcal acaaanl oncc E hs.s

bezn authorlzed ond ls reodJ\ to be swepl In theory, t ls a ozqo bal4ttcc' sqourrl

-20-



RFP Issued by Board for Thlrd Party Admldstretor
atrd Addldotral Investment Opdons

Dudtrg tle audit perio4 the Board contracted with I new third p6ty adminishator

(CJIeal-W€st Ufe and Amuity bsumtrce Company). At the same time, the Board added throueh a

competitive bidding process thee Dew investment fimd options and one rcplaceEeDt invesbaent

firnd o'ptioo from which plan participant8 could choose to invest their retirEment conhibufions.

Based on each iny€stment fttld cption Belection, the Purcbasing Dviaiotr issued a purcbase order

on bebalfof the Board with each ofthe ilvestment firms who woutd be providing the brokemgp

s€rvic€s for €qch investment fimdoption" However, we noted the Bosrd d€cidcd to utilize GEaf-

west's brcker/dealer afrliate, GWIS Equities, hc., !o Fovide the brok€rage sersic€s for these

iwestrnent fimd options rather than the invest@elt firms awarded ths coutrac.t for these investBent

fund options tbrcugh the competitive bid process. onc€ this decision vas Dade by the Board, the

Board cancelled the purchase order issued to each invostuent fiIm by the Puchasing DvisioD"

DuriDg September 2002 the Boad issued ao RFP tbrough the Purchaaing Dvision

roliciring propos€ls fiom ht€rested fiIms !o offer thhd party "dftinistralor services and./or ono or

morc ofthrce new inve€ttr.ent fi:nd options, plus one investme[t fi]nd rcptacement Fo[owing ttre

comp€titive biddiog pr€€ss, the conhact for third pa$y a.lmihiits'to[ ssrvic€s was awarded !o

Grcat-West Life and Amuity Iosuaoce Company i! August 2003. Also, the fotlowing hbte derails

the additional investmetrt firtrd options edded to the TDC Ptan for which a blaDket rclease purabass

order was issued in October 2003.
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Irrd Abbott Sm.U csp valuo Fulrd A ReplacsrDsEf sFall Cap BIed Fund Prudmtiai Fimrcial

AIM Mid{sp CoIo Equity FEd Addnional f!trd Cq Blend Fund Citisrr€

A$rrican Fulds crovlh Flhd of LaIBs csp crofih Pndsntial s€.rlthies /
AE€rica A Additiolal Fud Prudeotiel Firecitl

Prudrdial s€.!riti6 /
Afteric@ Funds Eutu Paci6c Grosttr A AddhioDal Idsmdionr.lFuld Prud€f,lialFinficial

'ThiB fiEd optioncds itritialy 6oleqod to rephao tho Fidelity Mvisors C{owth OpporEtrity Fuid Howevof,theB@d
wos s$s€qu@dy uDable to otrer thfu iI\€s@r'nt option !o ple p6rticip66 sincs th€ firrd wEs cl6ed to n6w ilrv€sor3,

At I meetirg of the Co[solidated Public Retiremeurt Board held on November I2,

2003, the Board vorcd h'nimously to authodze the executive dircctor ofthe CPRB to rcgotiate a

contact with Grcat-Wesl This decisio! bythe Board was reflected in the Bosrdmiqules as foUows:

'..Jrade I motion !o adlorize the Executive Director the auhority to
negotiate with Grcat W€st, within the parametqs of the RFP, to
eff€ctuate the iDt€[t ofthe Boad !o Eahtailr finacial efficiencies.
The motion rraa Beconded bv...A vote was taken aBd motiotr carried
rrnrnimo dy....-

As part of the conhact, the Board tregotialed E'ith C{Eat-West to provide the

brokuage services for thcse trewly add€d investmert fiInd options as well as for the existiog

ioveshoEtrt fimd ptan o'ptions ev€n though crcar-west had notbid on tbat portion ofthe RFP relati-og

to the additioDsl investnqrt fund optioDs. This Bervice to be Fovided by Grcat-West is reflecteit

h the contact agreemqrt a8 follows:

'I,lrlchases and s8le3 ofs€cudties at the dircction ofParticipanb Blall
be etrected tbrough GEat-We$'s brck€r/d€aler afrliate, GWFS

fuuities, Inc. or such other brcker/dealer sel€cted by Grcat-West-
lDstructions for the purcbgse, sale, excha.uge or u'ansfer ofshares on
behalf of the Ptan shall be Fomptly trarsfer€d by Great-west to
GWIS Eqdties, Ioc. for Focessing."

l[Y€*hsnt F[nd Opdotr

Addldonrl or
Replactn€[t
Fund OEdon

-22-



The follocdng table rcflects each bvestuent firnd option along with tho investEeDt

firm providing brokerage serr.ices which were ofered for inv€stment to plan participants pdor to the

addition ofthe aforementioaed inyestment filud oDtions.

I
I
I
I
t
I
I
t
I
I
I
I
I
I
l
I
l
I
l

I-nv€shent Ftrnd ODdon

Americaq Funds Washitrgtotr Mubral hvestors A

Fedented Max Cap bstilrtional

Fidelity Advisu crowth OpportDitiesr

FraDklin Incoee Fund - A

Americao Ftmds Bond Fund A

Valic Fixed Annuity Option

Valguard Mooey Market Prime Portfolio

NaEe of hY€sble|rt trlrm

Prudential S€cr:dti€s

F€deratod Investor8

$r'achovia Securities

A. G. Fdrads

Prudential S€curities

vAuc

The Vanguard Group

*Note: This invBt@ent fimd oprtion selectiou was rsplaced with a new i[vestment filnd
option selectioo drring the aforementioned competitive bid pree*s.

fu the €rd of Nov€mber 2@3, the Executive Drwtor ssDt a letJer !o the investuent

firm serving as broko'r/dealer for each ofthe existing hvestnet fimd options as weU as the newly

added investueff frmd options to notiry them that Grcat West's afrliate OWIS Equities, Inc. had

b€sn appointed as the new hoker for the TDC Plan effective January l, 20M. This let&r serv€d ag

authorization from the Board tBrmiDsting the brokerage servic€s of the6e itryestment fiIms and

tcaDsfsrriDg the frmd accouuthadledbyeach investEent firB to Great-West A-fter tho decision by

Jhe Berr4 Wachovia Securities (formerly Prudentiat Securities) filed a law suit in the Kanawha

County Circuit Coud against the Board atleging breach of contract by the Board when the Board

assigned the respoDsibi lity for providing brokerage B€rvices for two of the newly added investment

fulds (Growth Fuod of America and Etrlo Pacific Groei'th) bo GrEat-West rather than awarding tbe

broksmgs ssrvices to Wachovia Securities under the Purchase Order issued by the Purcbasing
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Dvision. As of June 30, 20M, this ca8e has been referred to ttre Board of Riek and Iosurance

Management by the Board-

Since the Lord Abbott SruI C{p Value Flmd A was closed to rcw investo$ the

Board had to find another small cap flmd !o reptaco this invertment fund optioo lDstead ofselecting

the ne.\t lowest bidder as deermined by the evaluation committee, the Boad decided to utilize a

small cap fuad called the Colwnbia Small Cap Fund - Z which was offered tbrough the trading

alliance of Groat-West's affiliate GWFS Equitieg Inc. with vuious nunral fimd providers. Thus,

this investment fi.lnd option was not competitivety bid. We believo only thoug! sorne competitive

proc€ss could the CPRB comply s/ith ChEpter I 8, Arricle 78, S€ction 6 ofthe West Virginia. Code

which sates:

'The board bas all powers nec€ssary !o effectuate the purposes ofthir
article. The board shall co!ffact v/ith a pririate pensioq insr:rauce,
amuity, mutual fund or other qualificd company or companies to
a.lminisrer the day-today operations ofthe sysEm" I! selecting such
colnpany or companies the board sball Ake into account as ib highe$t
duty, the proper safeguard and Fnotection of tlle member ald
employ€f contnbutious and the intercst divideuds, or otler rctur!
thereon The board Bhall pronulgple nrler regarding the proper
inve$htrent of fimds notwitbstading the provisiors of article six [$
l2-6t et seq.l, cbapter twelve ofthis code."

Section 8 ofthe General Terms snd Conditio!8 reflected on the back ofthe Purcbase

me/Contnct Form issued to eaah investment firms staf€s:

'CAI\CELLATION: The Director of Purchasing may c€nc€l any
Pwchase Order/Contract upon 30 dayB written notice to the Setler."

Upon rcviewing additional documentation provided by the Board relsting !o the lawsuit brought

agairst the Boad we noted that a rcpresenfative ofwachovi& S€crdties bad filed a formal protest

in December 2003 with the Dvision of Purchashg protesting tbe cstcellatioD of thsir purcbase



ordeF by ftc Board However, the Drector of the Pr.rchasing Division wrote I lettrf, back to

Wachovia dimissing Wachovia's protest shce Wachovia's contract had Bot b€en officially

cancelled by the Purchasing Divisioo This resporue is evidenced by the fotlowing excerpt ftom the

letter Betrt !o Wachovia's representative:

'...This letlef is iq rcspoD8e to your Decemb€r 12, 2003 lcfref
prot€sting the potential canc€llatio! of subject coBtsacl Pleas€ be

advised that the D€padment ofAdministcation's Purcbasing Dvision
hrs Bot canc€led this contract Sinc€ the conhact hss not been
c@c€le4 your Fot€st q"ill not be considered...."

Bssed on the aforeEetrhoned criteria and the wriEen response from the Dircctor offte Pwchasing

Dvisiorq we beliwe the B@d did Eot bave tbe stafirtory authority to cancel th€6e purchase ord€rs

without the concurreirce ofthe Purchasing Division a[d tbat a valid contract still exists betlveen the

Board aad eqch of the iqvestment firEs !o which a purchme order was issued by the Purchesing

Division

Also, Section 3.1 of the RFP issued by the Boord' which addresses the sereices

rcqueste4 stat€s:

'SERVICF-S REQUFfTT,D

This RFP incorponres the rcquest for both the TPA and the
inve3t@ent sen ic€s in one documetrq how6,er, each serviceproposat
will be evaluated independendy. Conpanies proposing iuv€stment
s€rvices may bid to provide one or more ofthe tbr€c new invest@ent
filtrd options or the Fidelity fund replacement for which it satisfies the
listqt crit€ria-

. Compoies Foposing TPA services are permiEed !o Fopose to
provide inve3tment ssrvices; however, the decisions on eacb ofthe
ilvestment optiors will b€ made ind€pendendy of the decision for
TPA servic€s and based on the individual merits ofeach propos€.l.

Fee ploposals for each service must b€ priced independently;
however, respondents to this RIP cal] idsntify any finarcial benefit
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!o the WVTDC in combining TPA ancVor investnent services. In
shoG r€spondents nay bid on any of the requested ssrvic€s in ary
combilatioll; however, the Board wiu consider each service proposal

i[dspeDdsndy in its evaluaJion process."

Additioully, Section 3.2.12 ofthe GeneEl Telms and Coadition$ ofths RFP addresses Contact

Termination as follows:

i.2.12 Conhact Tqninationl

The State may t€f,milar€ aoy cdtract rBultitrg fron tlis RFP
immediarely at aqy time the vmdor fails !o caqy out ib
responsribilities or to nake substetial ppgress uder the lerms ofthis
RFP dnd resulting coutcacr The Stats shau provide the Vendor with
advaace trotice ofperformance conditions which are e atrgedng the
cortmct'B continuatioD- If after such notice thg veBdor fails to
remedy the cooditioDs contained in the notice, *'ithin the time psriod
contahed in the notice, the stat€ shall issue the Vsndor an oder to
cease md desist any md all work immediately. The State sball b€
obligatod only for services rendered aod acc€pted prior t! the dab of
the notice of terminatior-

The contract may also be termiuted upon mutual agr€sm€nt of the
parties with thirty (30) dap prior notice."

We bslievo that if the Execr$ive Drector had Degotiat€d the codact with Great-Yr'ed within tho

aforementioued pammeters ofthe RFP, then the Board mayhave avoided unnecessary civil litigation

being brcught 'ginst the Boad by iqvestosDt firns dissatisfied with the way in which the

Executive Dircctor n€otiat€d the conhacts uder tbe RFP.

Upon spea.kingwith the Execwive Dircctor, he told us the Bosrd's decision to transfsr

the respoDsfuility for Foviding brokeragp s€rvic€s for the TDC Plsn invostuent fi.nd optio[s wss

done to achieve & morc efficient coDsolidation ofservices and significant cost saving8 to the TDc

Plar- Regarding the signifcalrt cost Boyings which would be acbiwed by this decision, he exptained

that2so/o of he lz(b)(l ) fees (sales rcbalas or coDmissions paid by the muaul fund companies backT

T
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bo the investmsrt fiIms acting as brokers of record) received by the third party administoalor &om

the mutual find providels would go !o tbe TDC Ptao mrher than to the brckerage firEs, while 75%

of the I2(bXl) fe€s would go !o Great-Wesl Section 9C of the cotrEact betwesD the Board atrd

Great-West address€s l2b-l fees as follows:

expelse alloE"arc€s and'|5o/o of a\ I2(bXl ) fees papble under the
Plall. Great-West sha[ pay to the Plan Revenue Sbaring Accout
25% ofthe I 2OXl ) fees actntly paid by the find provide$ under the
Plan" Gleat-Westwi issuepa),me[t3 fiom the PIaE Revenue Shari[g
Account to the Boarq on a basis no more fipqustrdy tha! monthly.
The Board agr€€s that aBy such payments from the Plao Revenue
Sharing Accor.lDt Dus b€ witl respect to sereices for the beBefit of
the PIan Participmts and their beneficiaries.-

The Executive Dirwtor fi[ther expl,aiaed the Board's shsre of the l2(b)(l) fe€s qedited to the

aforementioned Plaq Revenue SbariDg Accouqt are used !o offiet the adminiihrrive fe€s due lo

Gr@t-West as tbird pa{ty adminishato'r, thu$ resulting iIr cost savings to the TDC PlaD-

We noted the Board bad a similar aEang€ment with the former third pafty

a.lminist?ror (Millimatr) as widenced by the fotlowing exc€rpt fiom the Genelal Requiremeots

Section ofthe Board's conhact with Millimaq:

"The Adlinistrator wiI enter inlo agreene s edth the irlvestment
providers to obtain reb€tes of l2-b(l) fees and/or othEr fees which
c/iI be used eith€r !o pay for €ducstiotal naterial provided to platr
participanb or to r€duce the cost of tho Third Party Adminish'ator."

GenersUt 75% ofthe I 2@{ I ) feea received by the inv€$tment firEs from the mutnl fi:ld providers

would go to Milliman and be used !o offset the adminisfiadve feea owed to Millimal by the Board

for recordkeeping dutied a8 tbird party adminisfialor. The rcmaining 25% of l2(b)(l) fe€s would be

retained by the iqvestment 6rms. The foltowiqg table details dudng the aldit pedod the smount of

l2(bxl) feedother fe€s received by Milliman which vlere used to offset Milliman's z.lninistsative
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fees as well as tle Board's share of l2(b{l) feedother fees received by Great-West which were

available to the Bo€rd to ofbet any administrative fees due Grcat-WesL

Amount of 12(b)(1) Amount of I2(b)(1)
Tblrd Party Fe€dother Fe€s for Ferdother Fees for

Adnlnlgtrqt!r

GrEst-West

Mitliman

FL 2003*

-G.

s288,017.49

FY 2(Xl4*

s 24,033.45

$233,866.s2

I0ral"
$ 24,033.45

$52t,944.01

'Note: To ensDre a feir conpariro4 this table rellects the fees received by the tbftd party
at{ininiRhator ftom ody those investnetrt fimd optioDs which plm participanb could invest their
retircment contl:butiols h prior to the additioo ofthe aforementioued investment nmd optioos.

As the above table reflecb, ttrs Bo€rd achieved morc cct savings from the fees received wbile

Millirnatr was tbird paxty 'dminisfBto[ aa oppo6ed to G€at-WesL

We haye ao recoometrdafioA b€aause litigBtion is pending oa the above matter.

Asenc.g's Rd5'Donse

The CPRB clss$eswth each snd aeryfrt db g,suqdlon,purpo ?n conclaslort

of Isre, sfud re@nme lsdon ctr,tolred ln thls sedan oJ,he rqorL

Slnce thls mafiq cunen{y ls the subJea oJ ldgdlon ln the Clrqtfl Court of

Ksrqroho Coant!,the CPRB hss be.ettlr{ormedby lqslcourrs"lthdsr.fpablt commentonthe

specTfrc lsudtcortalned thedn ls baMsblz ond posslbty detrt nent4l to lhe Bos I's c4se. (See

afrachen Exhbe 4 Accordhgt!, no further commenrat! wlll be mela

Eoweeer, the Bosr.l leels thd man! olt e conchtslons conulned herdn (aad lrt

other sualons os v'en) ue t]e r6aU oI ,he qad& ,e4n's unfsntllltrt! w&h ond/or lach oJ

undersundtns of ll|€5qnettf,,sestt&l6lsn' snd proce&tra, admlnlsta.don mahods of a large

pabltc se4tor d6r.en contrlbatlon plrb sn.l the fidaclary obuAdlorls ofthe CPRB.

-2E -



For samplq the Ulasffion cont4lned ot p 2I corQerntag tlre appU.arlon of
I2(b)(1) f@ ond other r"lmna*emara b the rcvenue sharrng octaar.r ts brd,tttt! t.4cqrrslc

altd lrappltcqble to the lssue b&ry dlsanwed- The cond t asrotton should be es folows:

Amounrs of l2(bx1) Amouts of t2(b)(t)
Thlrd Party Feedother Fe€s for Feer/Other Fees forAdmhlstrator If 2003 Fy 2004

Great-Wert

Mllllman

Funhermorq the pefinetr comportson ln thts corrttuve$J, ls ,rot whd $e the

reldtve aaoana of 12(h)e) qt d otherfed.pqJd to the r$pedve TpA's (slnce th4, ae paAfton

the nt tuauand conpo4l6 ro brokeprtp4f.r|, thqt would be fhe ssn e regardl4s orri,ho tl? TpA

rrss), ba rqtherwhot amoun8 ln rceenae shorl],rg c4n be qeded fo bef"rdypn Wthe TDCftom

the brcks-.teale6. Thus, the vsltd qnd pertlnqt comlnrlson ls as Jouot6:

Revenue Erpected ln RenalnlngBroker-Dealer SharlDg Fy 2004 4j.vear3 ofcontrqct Total
GWFS Equttl€s $2]6338.12 $2,0%,6t2a $ 225,000.00

{-

, $3M30726

$ 63360.65

$135',14s.68

Totals

$ 63,360.65

9439,75294
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0.00 $ 0.00 $ 0.00

In addition, th. invesrnett schedde on p.I5 stari.5 that the Lord Abbon Snatt &p
Yqlue Fud A wa the replacenett futd for de Fidelity Advtson Growth Opporhairy Ftord;

however the Anelbaz Fund., Growth Fud of Aneica A wa lhz acaul rqlacemen fund-

Consistent wlth the it|esdnent schedale, The Lold Abbott Srnall CaF, Valrc Fund A was closed to

new bwaton; tlerefote, qton qproval of the fuod i, was rcplrced by the Colutnbia Snatt Cao

Z Fund,

Multlpte Retafl Brokers $
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Pal,ments ,o Tbird Partu Adminishator fol Ssrvic€s RendeEd

We not€d s paymeff lnade to the thfud party a.Iminishehr (Grcat-West) for services

rerdered which totaled $22 I ,757.75 was not paid fiom the Consolidated Retirtuent Boad Expens€ '

Accoun . We also not€d the padisipalt f€es collected ftom plan participants drlritg the 2004 fiscal

year to help fimd the CPRB Expelse Acconnt along with tle Board's sbare ofthe l2(b\l ) fees aod

other miscetlaneous feq remited by tie mutral fiIld providqs to Grear-Wesr wele retain€d in the

Plsq Revenue Sbsring Accouot mahtained by the third perty e.lminisalo'r. These revenues which

totaled $945J60.95 should haye be€D remift€d to th€ Board by Grcat-West and d€'posited to the

Consolidated Retircment Bosrd Expense Accout rather tbaa bsing rnaintaitred by Grcat-West in fte

Pl@ Revenue Sharing AccllmL

Effective January I , 2004, the Board entered lnto a. conhact \r'ith Grcat-West to e€rve

o8 tbid paxty a.l-i.istator for the Teachers' DeEqed Contn:bution Retircmsd Systen- Undel the

terms alrd corditioos ofthis coutmct, Grcat-West is to be compeDsated by the Bord for services

rendered es tbtd parq, a.lninisfBtor in accodaoc€ with S€ctioo D( ofthe cotrtract aa follows:

T(. Fe€s

l. GrEat-West shall provide the recordkeephgad '.lninisftative
servic€s descn:b€d in this AgrE€ment for an annual fee of
$31.50 per Participant per year.

Great-West shall provicle the on-going iu-persou education
services descn'bed in this Agleemcnt for aa amual fee of
$10.44 per Pafticipslt per yEar.

The above fe€s wiI b€ couected from Participant accqmt
balanc€s as mutually agl€€d r.pon by the parties to this
Agreemenl

2. Board ackrcwledges ard agre€s to pay$335,300.00 iD start up
costB upon lermination ofthis Agreemenf Grcst-West agrces
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3.

to forgive $67,060 of tle staft lp costs for €ach year that this
Agesnent, or &oy subsequeft agreement, i8 in effecL The
efect of this povision is to rcduc€ the start up costs due !o
GI€at-W€st !o zsro at the end ofthe fifth year ofthe Agreem€nL
Shonld the Boord terminate this Agreenent, or any Bubs€quent
agleement, b€twgen the parties for cause upon the pat ofGrear-
Wost, tls!, and iD tbat event, Grcat-West agre€s to waive any
claim for stad up costs.

Great-West sbaU rgtain all shargholdef service fees atrd othsr
expeirse allowances aod 75% ofalt 12(b{l ) fees pe}able under
th€ Pla!- GEaf-W€st shall pay to the PlaD Rev@ue Shsring
Account 25% of the l2(b[l) fees achauy paid by the fimd
providers lEder the Plan- G€at-West wiI issue paymenb Aom
the Plau Revenue Sharing Accormt to the Boand, on a basis no
more Aequendytban monthly. The Boud agrees thatarysuch
payments from the Plan Revenue Sharing Account must be with
r€sp€ct !o s€rvic€s for the benefit of ttre Plau Participa[ts and
their beneficiaries.

If the Board requests tbat morc thatr twelve (t2) unauocstEd
inyeshent accormb and tk€e (3) ple-mixed asset alocstion
fimds be opeDe4 &eat-West reserves ttre right to modiry the
fees refersnced in this Section with the orior consent and

@proval ofthe Board.

The parties agree tbar aqy services which are requested to
perform beyod the scope of the s€rr'ices descn:b€d in this
Agresment 8ba11 be Fovided at a muaully agreed upon pqice

negotiated pdor to the performaace ofsuch services with the
prior conseDt and spproval of the Board.

Crcat-West agre6 !o p8y the Purchasing Division the $45
aonual rcquired regirtcatiou fe€ to the State of West Vfginia-"
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Wlrca initially established by the tbid part), adminishalor, the Ptaq Rev€nue Sharing

Accormt was maintained as part of the psdicipalrt contributions being invest€d with the Bond Flmd

ofAmerici- At e Board meeting held on Februar5r 25, 2004, the Bosrd votednn'nirnouslyto traDsfer

the Plan Revenue Sharing Account to the Consewative Profile Portfolio. The Conservative Profile
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Portfolio is conpos€d ofa divelsified mix ofitrvestment optiols offered by the TDC Plan- Once

epproved by the Boar4 the Platr ReveNe Shariag Accouqt wls ts"lsfened ov€r to b€come pqt of

the participaut conbibutions comprising the conservative Profile Porfolio Account

Betwe€n January I , 2004 and June 3 0, 2004, the Plm Rey€nue Sbarilg Accotmt was

fimded Brough nutul fitnd rcallowaoces (finder's fe€s or sslcs corDmissions) aad t2(b)(l) fees

Fovid€d by mutual fimd providsrs ad credited to this account by the thid party adminishator.

Al8o, a qusrterly a.l'ninistsative fec of $8.75 (or $35.00 snnMlly) was deducted agaiDst each

participant's accoEt by the tbid party administrator on b€halfofthe B@d ald qedited !o the Plsn

Revetrue Sbaring Acaounl These monies are required by Stale law to be assessed plan participarts

snd then transferred to the CPRB Erpense Account to help ftmd the expenses ofthe Board.

Tbrough discussions with agency personnel we leqned the Board and thc third party

a.lmin isEator agE€d that the monies residing in the Plan Revenue Sharirg Account would be utilized

!o o6et the a.lminisherive fe€s ow€d to the third party administrstor. Once each quarterly invoice

received Aom Gr€at-West has been rcviewed aod apFoved for pa),Eetrt by the eppropriate agucy

pqsoDBel, the Platr Admioistrator for the TDC Plan will "msi 
I her cortact at Gr€at-west authodziag

the tbird pady ,dmiflist'ro'r !o withdsw the administrative fees owed Aom the Plao Rwenue

Sbaring Acaounl Howgvet, we believe the aforementioned invoice for services rendergd as third

pqty adDitrisEator should havs b€sn paid Aon the Coosolidated Retir€m€nt Board Expqrse

AccouDt atrd not the Plan Revetrue ShariDg AccouDt 'n'i ntained bytho third p€rty a.lminishstor. We

firther b€lieve both the participant fees coUect€d fi'om plan participsnb drring the 2004 fiscal y€ar

and the Boad's share of 12b- 1 fees and other miscellaleous fees which werc retain€d h the Plm

Revetrue Shsring Account should bave besn FqrNfen€d to the CPRB Exp('rse Account in

accodance with State law.
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Title 162, Serios I, Section 5 oftbe I€gislative Rule promutgated for the ceneral

Adniaistsation of the Retircment SysFDrs addrcsses paymenr of expeDs€s of the Board as follows:

'5.1. The Consolidated Public Retircment Board shall create atr
ExpsDse Flmd yhich sha]l be futrded by an ass€ssment agai$t the
Teaclrers Defined Benefit Retircme SyBEm, the Public Fjlploye€s
RetireNaent SystrE, the Judges' RetiremEnt System, the hblic Sefety
D€atb, Dsability and Retiremenr Ftm4 the West Vi€inia Srar€
Police Retirsmflt System alrd the West Virginia Dsputy Sheritr
Retircment SysteD, with payment out ofearnings aad the enoloysrs
part of the Teachers Dgfircd Cootnbution Pl,an in an aoount
deterDined by the Boar4 per yro, for each activo €mployee, retirant
and bcn€flsiary receiving benefits.

51. AII sdrniristprive costB ofthe Boad, includin& but not limited
to, salaries md employee benefib, shsU be paid ftom tho expense
frmd- Howevor, any indemnification required pursuant !o subsection
5.4 ofthis Rule sbau be paid ftom the particular Retir€ment Sldem
a-trected

5.3 The ndminisrrative expsDse firnd is uot subj€ct to satisfaction of
atryjudgment or award against any ofthe RetLemeDf Strst€m$ ad
thejudgnent or award shsll be satisfied from assets ofthe particulsr
Retircment System aginst which it is levied"

Also, Ch-aptsr 12, Article 3, Section I of thc West Vtginia Code, as amerlde4

addresses the payrnent ofyendor iqvoices. This Codg sectioD statrs in part

'Evqy per8oo olsiming !o r€cEivg money ftom the tlaflry of the
state sball qply to the Buditor for a warraot for saEe. The auditor
rhall thereupon examine the clairq and the voucherg certificates atd
evidsBce, ifaDt offered in suFtrplt theEot aod for so much thgr€of
as he or she finds to bsjurAy duc Aom the state, ifpayment thereof
is authorized by law, and ifthere ir an appropri*ion not exhauated or
expired out ofwhich it is properly pelabtg the qudilor sbaU issue bis
or her warrant on the hea$Jlsr, sp€cirying to whom 8I1d on what
account the morcy msntioned thereitr is to be paid and to what
appropriation it is to bc cbaryed The auditor sball prcsent to the
treasurer dsily reports on the ntmber ofc,/arraots issue4 the amounts
of the warrants and the dates on the waralrts for the purprose of
efectusti.ug the inveshent policy of the iqvestmeut mpnFg.ment
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board On the presenation of the warrant to the tseaswer, the
toeasuIgl shall ascerhin shether there are sufrcient firnds in the
treasury !o p8y ftar \relant, and if he or she fnds it !o be so, he or
she shall in that case, but rot otherwi8e, endorse bis or her check
upon the uanaat, directed !o sone depository which check shall be
palable to the oder ofthe persou who is !o receive the money th€rei.tr

specified-..."

Additionally, the pro'per bandling ofc{sh receipts by State agencies is addressed by

Chapter 12, tuticle 2, Section 2(a) of the West Virginia Code, as amrtrde4 which states:

"(a) AII ofrcials ad enrployeea ofthe stats authoriz€d by stair& to
acc€pt mone'€ due the state of West Virginia ahall ke4 a daily
iEmized rccord ofmonel8 so recsived for depogit in the stalr hEarEy
and shall deposit within twenty-four hourB with the state treasulcr all
moneys received or collectod by them for or on b€hafofthe state for
aqy purpose whatsover. The heasurer shal be authorized to revie'r
the procedres md methods used by officials aod emplo,,e€s
authorized to acaept mo|reys dug the statg and cbange euch
procedrlres and methods ifhe or she deteruriqes it to be in the b€st
iolerest of lhe sb.'f.: Provided, Thal the tseasurer shall not be
authorized to review or anend the plocaduE€ by which the
department ofhx and revenue acc€ptlt motre)a due &e state. The
treasurEr sball plopose rules, in accordance with the provisious of
article three, chapter twenty-nine-a of this code governing the
ploc€dEe for dcposits.

The official or employeo m'king 6uch deposits with the tsEsslller
sha[ ple,pare dsposit lists in the manner aDd upon rport foms as may
be prescribed by the trcasuer. Certitred or receipted copies shall be
inmediately forwaded by tho statB tseasuler to the state audilor aod
to the r€crctary ofadhinishation- The original ofthe deposit repolt
shall become s psrt ofthe teasruer's permanent record."

Records provided by the thftd party administrator to the B@d indicate the Plao

ReveDue Sharirg Account had ao accormt balance of$723,803.20 as ofJue 30, 20M. The monies

rcsiding in this accormt as ofJune 30, 2004 repres€nt lronies bclorging to the Board- Since these

monies ha'!€ not b€en transfened io the CPRB ExDense Accourt iD accordance with State taw. the

Board is without the use of these finds to pay for other expeDses of the CPRB as they arise. The
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Plao Ad'ninishator for the TDC Plar told us the method ofpaying the sdminisativE fees otr€d to

the third party administator tbrcugh the Pl,atr Rev€nrle Sbaring Account was agreed to by both the

Board aqd Gl€at-V/e,st due to both parties believed this !o b€ the most effcieDt way to compslsate

the tbftd paIty qdininisrrator.

We recomneud the CPRB comply with Chapter 12, Article 2, Section 2(a) ofthe

West Virginia Code, as a.Eendeq Cb,apler 12, Article 3, S€ction I ofthe West Vrginia Cod€, as

amende4 aad Tide I 62, Series I , Section 5 of the l€gislative Ru.lc for the C'eneral Admini$'n-on

ofthe State Rotiremed SFtons by rcquiriDg the tbird paxty n.l'n inirtrat'r to tansfer any Eoni€s due

the Board (such as participaot fees atrd I 2(bxl ) fees) Aom the Plau Reve'lue Shsring Accoufto the

CPRB Expense Account bo hetp fuqd the expeDses of the Board-

Aqenqv's R6oonse

VI/CSR S 162-I-5.1 statas,:
sThe Carlrolldated hftltc Reltement Boad shqll eredz sr,
Eqerce Fund whw shau beJuryred by sn a''t4s.smei/d sgdttstthe

- Teachar Definen Contrlbutlon Plat h qn amount ddemhed
bf the Bosrq pet feai lor each acttt e qnplolea-,

In qccordancz wth V|/CSR 5162-1-5J, tlte CPnB hGs esqbnshed an E4ense

Fand. Thts Fund ls sabdlpued lnto qI qense asaunr held w&h tLe State Tre&sarer 4ohlch

eryns no bttq6t) aul a revenue sharhg qense aceount held toflh Gre4t-W6t (whkl lnclndq

eonthgs). Both accouna ranabr ands oar control, snd the CPRB Excetfrve Dlrcca4 TDC

PlorAthttbbtaoa o CPRB Accounta unhorke allpayna* madeout ofboch sab-qettse

otcounE. Plzqse noq the lqtskttte rufc .Ia6 not spec{y tttd oft qense funds nust be heJd

trtlh the Stdz Trcasurer. Therclorq the CPRB ls tt conpnanee wwt V,/CSR SIAI-5,1.
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The rqoa also r{erenca WV Cotb SILS-I qt d SlLL2a rcgqr.Ihg pst'n .ttt of

vmdor lavolB atxl procednr6for dqoshfurg nonl6.hre the Stda In prad.c4 the CPRB doa

JoIIow nany olthe procdura outlhel h thae Code sectlons. For q4ml,l4 we ensure thd all

condbudons ue rcntacd wfihltt 24 houn ol recdpl Eoweve4 ou monla oI the Teachers'

D4nen Contrlndtan Slstcm are 4-ss?,5 olthe Trust Fand ond arc Egllpqt olthe Stdc Treasury.

Ihereforq Wy Co.fa S 12-3-1 arut $1LL2t are tnappltctbk- (S?z qtrsched Ennbb B)

Per our confisd wah Grcd-W61 the reeenue short ag qtet se seount wass

dubllshed to montror parddpantfea colkcted andleq psd b Greahvd. h provud 4 recod

qr..t aadttrq olqll tra$odout reJdng t4 qrens6. It oar oPhlorlr lhls ls s sman baslagss

Inacdce bec46e:

- the CPRB rccelvq eam@ on the mone! whlte fi ls lnvaal

- & eJtntnalq U,e ncccl for untteqsary .psper' checks

- A reducd the .lelay ln wrtlng atul ns lng "poper' chcrh, both for the CPRB
ud Grcd-W6t, sltd

- & ls ctnslstent tfrh our qdnlnlstodon of the qense aetounb for lhe d4rcd
bert& pltns where al,ta^la are bw$ted wlth the West mrdnlg Invdarrent
Mansgernen Board (WVIMB) urrt neslcn b W qens6. At thd dmq the
moneJt ls tandefied to the rcIoted qense qccoanr wfih the Trcssarq's Ofrca

Furthemore, the *tahllshment of the revenue shart tg *pense otdtant ls

corlttstzrrt wtrh the CPRB'sfdac'larf obngdl under Wl/ Code 51&78-6 whlch gtva the Board

"dI powers necssary-.t! confract wbh a prtvale penslo4 bsurance, aanatty, muual tand or

other quallfed ompaty or componla t4 admblsur the doyao4q operdlorts of the EEten In

seledng such company or companlq the boord sholl toke hlo oceoanl os tB hlghdl dut!, the

proper salqaanl aruI protedon of the menher and enployer contrlbutlons &nd rhe btlqqt

dteuends. or other rearrn lhaeotlo
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Confia4t to p, 23 of lhe rcpo4 tJte rctettae shtrtltg qense acctunt ls LAt

malal4hed as psrt o! the portwsnf contrlbudon orcoan& The reeenue sharlng 4,ense

qqoant ls s compl4teut sepqdc accoual Fun.B ore EelctmmttglzlL

In addttlon to the btformodon on p.24, bofh the Fvcut|e Dtrector snd &e TDC

Platt Adnlnbtrdor rcrlzw the qauterly lnvolcelrom Gred-W6L Once the F-ec,4fue Dtrcdor

Lnd the TDC Phtt Admhlsfiator agez t! the btvolca ornounl rLe Pl4r, A.lnlnktdor w I
aathorke Grest-Wdt to trsr,{erthe hwlce omountlrom the revqtue shgrllg qensetcttune

i> Grcd-Wqt rtlA dqosfi admbtlstrdeefea.Lrlldenfronportldpant,s attaan&,
I2(b)Q) lea uwl othetw lato E rceettue shqrlr.g qpente aceou$

, Gred-W6t wlA btwlce CPRB for serylc6

, The qpprop,lde smoant owed Great-Wdt dA be bt Ltterred Jtom the rcvanue
shartng qpense sc@u to the CPRB Eryense Fund (Fand 2120) hcld Gt Ute
Treasurcr's Ofrce

, CPRB wll pepqre a FIMS laeolce cover shea olang wfih tlg neatsry bachtp: doarmertudon to be sent lo the Audltor,s Ofrie for ela.dronh slrryval for
Pqn znt

,, Pafment, eihel $t check or elearonlc ia,r,tfe4 wU then be mrde to Gre4l-W6t

Exc€ss Cqsh Behg Malntahed h State Accounts

- lltroryh discussiots with agengr persomel, we learned th€re isexcess c".h trel€

msintained in both the Member Contribution Acdlurrt and the Fhployerc Contributiotr Accormt

Each of thes€ accormb is a Special Revenue Accoud mrinieined with the State Trcasury. The

Member Coutribution Account is udlized by the Board !o deposit employe€ cantributioDs remitted

by participqang enployerg while the Emplo'€Ts Cotrhibution Accormt i8 utilized by the Board to

deposit employer contributions received from participating employers.
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while the Board was undergoing a tsansition proc€*s between tbftd party

administratoE for the TDC Plaq h December 2003, CPRB persomel rcticed sisificant cash

balances being maintaiaed in each ofthese State accounts. Currenfly, the Board's intemal auditor

is researching the Board's accormting records to try md accomt for the large balances, Basod on

the ivork perfdrmed to dale by the Board's intem'l auditor, the Board established a cash liquidity

accoittf tbrcugh the TrcasEer's office for the pr:rpose of traDsferring atry excess monies residing

in €{rch State accouuL As ofJEE 30,2@4, the Board has traosfened a total of$2,713,000.00 fiom

th€si two State account$ to the cash liquidity accounL Ofthis amolml $955,000.00 wss tarsfeEed

fiom the Member contnAution Accormt while $1,758,000.00 was transfened ftom the Employes

Contfuution AccomL Accordiqg to Accor.lxting D€parh€.nt pelsoDnet, these monies will remain

itr the casb liquidity accout uatil the Board ctearly id€ntifies the appropdate Sble accounts to which

these oxcess monies should be hansfened

Through discuesioDs with the Board's intemal auditor and other ag€Dcy petsomel,

we leamed thg exc€ss cash balanc€ boing meint ined h the Member Contribution Accout wa8

getrera y due io employer conhributions repeivsd &om pa$icipating employers or the investment

coEpaaies wo{e erroneously dEposited to this accouat ralher th'n the EmploysrB Contibution

Account Thus, the excess cash mrinieined in this accormt rosulted fiom the cumulative effect of

clerical errorB committed by agencypersormel responsible forprwing deposits since the inc€ption

ofthe TDC Plan in July 1991.

Regarding the Fmplolrcrs Contn-bution Account, we leamed the excess cash balaEce

tleing neintsined in this account wss gsnerally due to loo much State Aid monies received fiom the

Departmenl of Education being hansferred to fhis accowL Based o! discussions with agency
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p€f,soDnel, the CPRB was not plope y allocating the monthly allotoent received ftom the

Depmment of Blucation rcF€seDting smployer contdbutions for both the TeacheB Retirc,Eent

System and Teachels' Defiaed Contribution Retirement Sy$en between the apFopriare State

accounls mainbined by the Board for each retireme[t s]Etem. Thus, the cumulative offect ofttrese

errors since the inc€,ption ofthe TDC Plan ilr July l99l resrdted in an exc€ss c€sh bal&ce being

maiotained h the FmFloyers Cootributiou AccoutrL

Montblt the State Board ofEducation tralsfers & large sum ofmoney into the School

Aid Formule Fuds Holditrg Account rpres€nting employsr colltribdiols forboth the TeacheF

Retircm€.lt S'stem and the T€achqs' Dofiled Cootr'bution RetiremeDt SJasteNr- The BoEd does not

receive any detail Aom the DepartusDt of Education oo how to a.ll@te the moaies &aDsf€rl€d

betweeo the two sF&ms. To determirc theanountofeEployercontnbdioDs to traDsfsrto the TDC

Plan, the Bood's Accoulting Departnsnt must rely otr deposit itrfomation Fovided by agency

psrsoDnel rcspoosible foFdm ini{err'ng the TDC Pla!" Once this amount is determhe4 AccountiDg

Deparment personnel v/ill hansf€r the appropriate aEomt of ediployer cootributio[s Aom the

School Aid Formule Ft.Dds Holding Accormt to the Employers Contr-bution Accor:qt Tl;

remaining monies in the School Aid Formule Funds Holding Accout are tlen t@sfeTrcd to the

Teachers Retilement Sl,8lem- The Board's inEmdl auditor noted ftat over the last sevelal year6there

were nm€rous insh!1c€6 where the hcofiect amormt of State Aid monies were trmsfeEed to the

TDC Plao due to itrcorrect d€posit iDformafion was reLayed fiom agenry personnel who ,.tministar€d

the TDC Plan to the Accou*ing Deparhem.

The Board's intemal auditorhas not complet€d rcsearching the Boerd's records; thus,

additional excess nonies may be foud tbrough further rcsearcb- Since the Board bas not fr. ly
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identified the tots.l amount of exc€ss cash being maintained iu these accounts' we were urable to

veriry the r€asoDablercss of thc a.moults traDsfsEed to the c{sh tiquidity accounl

Tho followiag sections of the West Virginia Code address the proper hanclting of

employee and eEployer contrfuutions rcceived by the Board for the TDC PLan Chqter I 8, Article

78, Section 9 ofthe W€st ViBinia Code, as amsnde4 staler in part,

'Each employee who is a memb€r ofthe d€fin;d co[tribution syst€m
shall cootrihde four md one-half percent of his or her gross

compenmtion by mlry reductior. Such salary reductioDs thall b€
Eade by the employtr at the nolEal payroU intervals alrd sbsu b€

Fmitt€d withiq five worting days to the private peDsion, insuraoce,
snauity, mutu8l fim4 or other qualified conpany or companies
designated by the board to 'dminist€r th€ day-tday opqafiols ofthe
s)6tql...."

Also, cbrpter 18, futicle 78, Section I0 ofthe West Viginia Code, as aEende4

states in part,

'Each psrticipating employer shall annually make I conbibrdion
equal to seveD and one-balf percent of each member's gloss

compeDsatio.n- The pro rata sbarc ofthis anount shall be paid rpon
€ach dale tbal a member contribution is Dade and shall b€ remiued
as provided for in s€ctio! nine [l8-789] of this article for qedit to
the nenber's amuity accolrut' Each participating employer ha6 a
fiduciary duty to it8 employ€€s !o €lrsltle that the employsr
coft|lAutiols are timely made...."

Additionally, Chapter 5, Article loC, SectioD 4(d) ofthe West Virginia Code, as

meode4 statEs.

'(O The amount of Employee contrfuutioN pioked up by the
participating public employer sbau be paid !o the rctircEeDt sy8trNo

iq the malner and fonn, aad in the frequency required by the board
oftust€s 8Dd shaU be accomparfed by swportjng d'rq rhnr tre board
oftruste6 may prescribo. Wheu paid to the retiremeDt systeE, each
ofthese amolmts sball be credited to the deposit f,md acaount ofthe
member for whom the contribution was picked up and paid by the
participatiag publ ic employer."
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A oc€ting too much ofthe State Aid moDies received moutbly Aom the D€partuent

ofBducatioo !o the T€achers' De6ned Confibution Retir€mentsyst€n Eay r€sult in there not being

enougb monies available cr'ithin the State accounts for the Tescher8 Retiement Syst€m to fimd the

retirem€nt aquities paid to TRS m€mber8.

Through our discnssioDs with agency pqsolnel, we learncd the Board had not

implemented any procefures Fior to Jatruary 2004 whsreby the Board would f€cotrcile oo amontbly

basis the cash balance for each ofth€se State accounts per the Stab Auditor's Accoutrt Stalus Report

agaiut the Board's deposit records. We believe theso ale'rical errors resuttiDg in excess c€sh

ba.larces being Dailrtai4cd in each State accoutrt would havo beqr deteced itr a timely maoner h8d

the Board iEplemsnt€d reconciliation procedures prior to January 2004. Siace January 20M, the

Board bas begun reconciling on a mootbly basis the cash balaoc€s bEing mahtained in both State

accourA agaiDst the Board's deposit recods.

We recommend the CPRB comply with Cbapter 18, Article 78, Sections 9 and l0

of the V/est Virginia Code, as amede4 by developing wriuen proc.edrres for the montbly

rcconciliafion ofthe ca.sh balaoces m'int'ined in their State accorms agaimt their d@osit records

to eDsure the prcp€r amormt of rctirsEent contibWions are being depositld to the Eppropriate

accountr. Wo also recoDmend the CPRB comply with Chapter 5, Article l0C, Section 4(d) ofthe

West Virginia Code, as aoende4 by workitrg with the Department ofEducatiou to develop a fornat

ofsupporting data to accompany the Fslsfer of State Aid monies on a monthly basis which would

assist the Board h deternining how much ofhe montbly allotment ofstate Aid monies should be

allocated between botl the Teachers Retiremetrt Swtem and the T€achers' Defiaed Contibutioa

Retirement Systen.
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Agenqv's Rqponse

As otDeceotber 31, 2003, the CPRB Aedfen spponndely $4.4n l!,lands thd

couw be consdered @ess cqslL Slltce Jonuoqt 2004,Ahe CPRB', Inrcrr.ql Audltor has spettt

appordndelf 95% of her tlme raearchlag ihls lssug. As olAagust 13,2004, $2.65m rendas

unresndlzd qnd ls b t6lzd h s cosh Uquult! sccou yt&h the Stale Tressurq. To dde, the

Intentql A.tdttor hos r$earched frotttscdonsfum 1995 to tJte p6ent snd contfutaq to r^earch

trsnssdorlt trom 1991 to 1994

Thls problem u'ss Uendfr"n andyolu6tar y dlsclosed by the Execldve Dlred$ of

ahe CPRB. It 
'flas 

rqoncd to tle Boor.t mernben lrnmedtdeb9

Pkase note: Dartltg thz pevlous 12 yean olthe TDC PlN, no CPRB stafor cny

I4lslattve or aemal audt ldenSen thb lssae.

Topreee thls enor l!, thefuatre, rhefoutwlng llttanql eoffitul prceedar8 werc

tmplenetul as oJJotta4ry 1,2004:

- DE osta snd rqntttantq Q4oc) ore prqarcd by one Etat mqt ben

- Etther tle TDC PIan Managq or Plat Admlltlsfidor rctlex' the dqostb atd
rcmfuaaco sttd cpltrove ekaronlcal$ vla IRLIA.
- The CPRB Ac.coa &nt also revlews the dqosta srrd rcrr,tttatc*

- Monthbt ush recondllalons ore pertormed tt et sure sny enoB ,tot ldenafed
prevlotlJv arc UenAfred and conedl proq !.

As noun fu, the rcpoq the CPRts ls ln lhe prucds ofdevelopbtg wrlttzn procedurq

fur aU mC Jundtns, Iltcladhg the nanthly ush reconc.llladott Ir ls b be sche.ldcd to be

c.ltmp@ed b! Novernber 15, 2004.

Atulher recommetddon b, the rqorl Is ta work wfih ,he Dqoranent ol

Edactdon to .lepelop alomtat olsupportlng doatmenaatlon lor the transfer oJ Stob AAe monlas



to osslst la lhe albcd,on of those monla bdrteen the Teqrhed Rdlrement SJtskm at d the

Teqcher;' Defined Conffibudon Systcm. On mublple occaslons, ree hate workad wtth the

Dqaranerrt of Edr.cqdon to develop suppordng docamentadon Wqtden bJ' coanty snd by

putldpaw. To dde, the Dqqrtmer,l of Edr.cdon do6 not hoee the sLW to potdc stch

doarmentdon dae to the compldy olthe Stab AAe colstldton

R€dfemert Colh:lbudotrs Not Transferred to

During our review of retiremJnt coobrbutions processed by the Bo{d between

DeceNnb€r 15, 2003 and June 30, 2004, we noted 47 ilshces od of 50 contribution remitJa[ces

tested wherc the Boad did not tlansf€r in a timely riraoner the emplope aad €mploy€r contrl:butioDs

of47 participating employers ftom its State accounb to the thftd p€rty a,lminist-tor (Crreat-West)

for investusDt on belalf of plao participants. The contribution remitfanc€$ relating !o th€se 47

ilsbnc€s totaled $2,417,389.10. This sane finding was reported in the prcvious audit-

Cbapter 18, Article 78, S€ction 9 ofthe West Virginia Code, as anende4 states in

p8rt:

'Each employee who is a member ofthe defined conbr-bution s)rstem
shsll contn-bute four aod one-half percent of bis or her gross
compensation by salary reduction Such ealary r€ducdons shall be
made by the employer Et tie rormal payroU lnttrvals and shal
be remltted wlthh ffve worHng dsys to the prleate penslon,
lnsuratrce, anndty, Eutual fon4 or other quallffed company or
compsnl€s deslgrated by the board to admlnlster the day-to-day
operadoE of the syctem"

AIt member contributions shall be iEmediately deposit€d to an
account or accounts established in the nane of the mqrber atrd held
in trust for the benefit ofthe member...." [Emphasls added.l
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I! addition, Cbapter I 8, Article 78, Section I 0 of the west Viryinis Code, as m€nde4 slates in part:

'Each paticipating employer sball aomally make a conhibutiou
equal to seven ard one-half psrcent of each member's gross

compelsation The pro rata share ofthis a-mouut shsll be rcmitt€d as

provided for in section nine [$ I 8-7&9] ofthis srticle for qedit !o th€

meEber's aDnuity aacouqt Each pardclpathg employer has a

nduclary duty to lts employe€s to e|lsure thst ttre employer
conbdbudonr are tlmely made. In the case of an officer or
eEployee of the state, any unpaid coatribution sbsll b€ a state debt,
contracted as a result of a casud deficit iD state rcysnueq !o b€

accoded pref€rred sta!.ls over other expendi[nes....- [Enpharh
added.l

Using average aolual rales of rebrm of all tle available inveshent crptions, we

estimatrd plan partioipa s lost approximately $4,000 in investEent earnings due !o fle time l8g

betwe€n the date €mplopes were actually paid ard rcmitta[ca of rsLatld rctircm€Nrt conb:l'btdioDs

to ttre third party qdminisuator. Further detailed infornatio! on the aoormt ofinvestmed o€$ings

lost is provided ilr the fotlowing table,

Nfitrber ofDaF
Elap!€d Before Mobl6 NtDtrber of .
Trmrferr€d to TPA R6mlttaftrr Percelt

E€dEated Dollar
Averago Nubor of A.monnt of
Ilavs Proc.ds€d Late Lrt Errplner

9 S3,m0

35. Sl.@0

0-30

Over 30

I
!
I
I
I
I
n

E l@.@6 $4300

t Not€: Thes€ contibution rsmittrlc€s werc receit€d by the Board while the Board was cbanging
oyerto anew thirdpartye.lrninisu'torto adminisErtheTDC Plan During the traositionbetween
thftd party administcators, no monies collected by tho Board were transferred to tlo neE' ttrird
pafy a.lminisfrator to b€ inv€sted on b€half of plan participanb. This p€riod lasbd Aom
D€c€rnber 15, 2003 tbrcugb January 12, 2004. Thus, the traosition betw€€tt tbtud party
administo'ators is the reasoa there u,as a lengthy delay in processing these rctircment conhibutions.

The siarafion refqred to abovg whqe some rcmitlaoc€s werc processed late due t! the traDsition

betweea third party administrators is discussed in further detail in a subsequent finding

43 gtAf/o

A 8.sro/o
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We b€lieve these rctircment contributions were lot r€mitted !o the third party

Fdminisuator oD bebalfofplatr participets within five working days ofthe participating employer'g

normal pay date dre to riming deleya caued by the sFt€' utilized by the Bo€rd to proc€ss

retiremeft contrl:buiors. Under this syste'n, partisipating eirploysrs will mail their rcmittance of

smployee and employsr contributions to the Boadon their rcrmal payroU int6wals. For th€se 47

contributio! r€mitlarces, we rcted that alr av€rage of four days elapsed betivesn the participaring

employer's nornal pay date and the date ttrese monies were recaived by the Boad once received

by the Boad CPRB pelsolnel will audit ths Payroll RemitJatrce Report subnitted by the

participating enfloyer alld then deposit ttre check payment representi.trg €mployee aad employer

contributions received to the apFopriate State accorml$ Generally, eachparticipating ernployerwill

only pay a prtion of the enployer contrrbutions with the remaining amount beiry fi.Inded tbrcugh

a montbly tra$fer of State Aid monies !o the Boad's State accour s from the D€partme,nt of

Educafion-

Next, the employee and employer contrihdions aloDg crith atryapplicable State Aid

monies arc tralsferled by the Board to atr outsid€ baok account set up by the Board !o heh frcilitate

the Ealsfer ofretircment contributions to the third party adrnidsntor. A conhrtutioo data file

which coresponds !o the retL€oent conblbutions remis€d to the Boad by the participating

eEployer wiU usualy be e-mailed to the Bosrd by the Regio[al Educatio! sersice Agsncy (RFSA)

Berr.icing thaf couoty boad ofeducation ons or two days following the receipt ofthis r€'mit anc€ by

the Board- This contribution data file, which contains a listing ofall participants and their retated

employee and employer conm-bution informatioD, is lploaded as soon as possiblo to the thhd party

a.lministptor'B website. Oace the tbftd pafy administralor receives this infomatiotr, the thid party
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a.lministator will initiate a wirc baDsfer !o traDsf€r the appropriate amount of employee aud

employer connibutions from the ouaide ber& account to their accounts for investmed ofthe monies

on behalfofplo:r participsnts. Fach padicipant's amuity accouft as oaintained by the tbid party

a.lrninistator i8 credit€d for these coBtributiols as soon as ttro third party admilristsalor successfully

receives tho contribufior date file tbrough its website.

In an effort to rcduce the amou.lt oftime it takes !o process I contl-butioD r€trittsxce

r€ceived by the Bosr4 the Plan Adminisu'tor for the TDC PLan told us the Board is working with

IS&c to develop a Foc€ss which would allow the Board to rccaivo a partisipating €mplollr's

contrl:bution daJa fite al the sme time 8s the Boald receives the contibution r,mitbJlce Aom ths

participering employer. The Plan AdminisEator stated tbat the coutributioq data fle would be

electronically tronsait&d dirEctly to the CPRB persornel responsible for Foc€ssing coutlbutions

via the IS&C'8 colnputer syrtem- She firther explained the lS&C's computer syst6m wou.ld act as

alr iq&r&re betu,esD the p€rticipatitrg enployer's computerized payroU 8y8&m atrd the Board'$

computer systtm. According to the Ptan Administator, this hansmissio! Focess for payroll data

files was to be iraplsm€nt€d efective July I , 2004.

. We recornmend the Consolidated hrblic Retircment Board compty with Chapter I 8,

Articte 7B, SectioDs 9 ard I0 ofthe W€st Vtginia Code, as amonded. Ws firrther recoomend the

CPRB consult with both the third party sdm inish'tor and the DeparEneot of Bduaation corc€rning

the possibility ofbsving participating enploye8 rcmit their conhibutiou rsmiuanc€s directly !o the

tbird party".t'n in ish'ro'r pther thsD to the Board in aa offort to reduc€ the amount ofpreessing time

for retirement confrl:bu.tions.
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Asencats R*Donse

WY Co.kSI*78-9 stda:

'Eaeh qrrploya who ls a ma tber of the d4ned contrlbatlon
ststem shall cantrtbute 4.5% ol hl ter goss compensdlon by
sabry redtaton Such saltrf rcdlctlons shan be made by the
qr.ployer d lhe nontal payrou tttter-rsls snd shall be rq,lfr"d
wthh 5 wordng .loys tt the prteste penslttt t surat q onnufit,
muarouun4 or othq quoufred compsttJt or eompanlq .Ialgnoted
bX the boaxlto admblste he dqtta-drtoperdotts ofthesjstem"

WY Co.lc 518-78-10 sto6:

'Each psrdctpdrE enplsfer has aldadory il!.tf to lt qnpttleq
to er,$rre that the emploJ,et contrlbudons are tlmely mada,

In rcg$d to WV Co.Ie Sl8-78-9, the CPRB has alwolts lnterprazd thls code to

meon thot pa Apsnt contrlbutlons shull be runlaed w&hbt 5 days afzr reczqn b our TpA It

ls brposstblc to remt contrlbatlans v,&hla 5 dsfs ofthe paflou hbn qf Oe. pay dste) glven thd

we qrc d4,endrnt upon each ol the 65 pqyou locaions to provfule the ne<wary lunds and

bformdon As staled on p 33 of the rqo4 b ttk6 on aterqge 4 dqlE for as to recette the

cor,trlbado*s lrom fite payroll locdons vtt the motL Oncc the conflbudons are rccelve4 the

CPRB murt oad& ,he palroA rcmtttaace rqo6 readte and sgree the pcyroll .le!4ll b fhe

contrlbuttozs recelved, depos& the funds, tansl,er tho Jltnds, snd thett ren U the poJ,rnent to

Gred-W6L Thls procas uka a mb lmam of 5 rtorwng rbys. Thas, the CPRB wlll propov

gtuatot! ch4ng6 Io cod!fi ou arnettt prucedut*.

Furthermorq the CPRB hos lmplemenud procedlrd wherebt, we rcutve payrov

daauetedrcnlcallyvla brzrJadttgwtth the Dqainer.tofEdacdon Bf the er.ilofthecefzn lar

leLr, we ore hoplag to allow all panlctpdttg emplolen to renfr antrlbatlons efihet

ele.fronlcalv lhrough an ACE deblt orvlaa loc*.boxsJ$ten Th^eprocadar^ help to decresse

our audltt tg snd proc6sl4g thtre and arc bt the deeelapmenul stages.
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In rcgsdlo WVCode SI8-78-10,t,e CPRB constde U Part ofourfrdadQry duly
Ill to ^*r" enployer contrlbadons are made ln o ttme.I! mannar, As port of thls daty, tee trsck

I nh"" contrlbudons ore reeeJved by etch ol the 65 pcXrou locntlons. Ila conalbudon ls nol
I

recdved lt amubnce wllh the nornql poyou lt lenal' CPRB dgt wA conud lhe payrouIa lacdon A ltlonally, the TDC PIan A.lrr.lrl$r4ror revlews the trqcdng rqort on a monthb,

I O^N^at qddblona! confiol prccedurer
- Stncz eac] putie+dry elnployer also has qfductary .lnty to rqn& eonffibtdons
I

' a-"g, rhe CPRB hos proposed lqtsldlve Ralc changT thqt woald Llot ernployen lo be

I
I qss?5.t"n o penalt! rqr*endng lost eorrrlngs for anJ, contrlbutlons recetved 4fu 15 tlott lron .

a 
thepsJroAbenaL Thlsper,swh'Ubesuocd"nbaUpt ddpdltg@nplo!,eaofthatentploJer'

I nn CPRB rcdcwe.t au 47 Lnstancry puryorted to be rcntttted tn ar andntef!

I
I nanaer. B! aslltg our hterprddon olWV Code 91578-9, the chqrt on p 32 ol rhe rqort

I shouu be as folloh's.
I

# of Days

I Und Number of Avr. # ofDsys Totrl Dst
I TraNfer Remlttsnc€s Percent Proess€d Lata Lost EcrDlnes

I 0-s dayr 6 t3%o 0 $ 205

t clod.ys 29 62v" 2 gz?M

I tt-x o"v" 11 23 o/o 12 $1'@a

25+ days I 2o/o 27 $ I
I ni rono/o $4,osEI

I ttorq the number ofburtt*s days, dudlttg houdafs, $ara wth rcczlpt of lhe
!

contrlbudon snd ends lhe .Io! lhe contrlbudtn b tr&rLttened lo Gred-W67.II
II -,18 -
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Thaetore, 6 ofthe 47 rcmltt&nc8 were proc4sen dnel,. Twen,r-nhe oltlv 47

rentltLncq were prccqsed on qeqsge only 2 d4Ja late. Of tl& remalnlng 12 rernJttcnea, 7

occaned dltrlng December 15,2003 and Janaary 12,2004 when no rertllr4nc6 could be

In addtdon, 18 of the 47 rcmtttanc$ r'ere prccNed darbg January 20M whet we

were woiHnE oeqdt te to proc8s opptoL 200 rernlfttrrcd recdyed fton Decenbet Ii, 2003

throagh Jonaary 31, 2004.

The re.cammenddlon thd L'e hove partlclpotlng etnpwen rcm& .Uredly to

Gred-lvqt to reduce procaltg tt:tne (p. 35) ls b cmplde owosltlon wfih ourfidttclory &d!t

We mr/-tt vertfy eqch rcmlA4ttce to ensarc @ntrlbudons are bt acto4lancc wfih Srda stoa&8 sratt

we must auture the appoprlcte and& toA b nshralned- If thls recomneruldon were to be

,tegodded wfih Gred-V6C, portlc$antfea Dould nad to be hcreosed to pq,lor the a.ldtlonal

senlces provlded hf Gred-W6L Thls cartalnlf ls nat o prudent .Iaa:lslon lor lhe partlctpan*

Processlns of Retlrement Conttdb[dons Durlns
the Trapsldon Befween Thlrd Partv Arlmlnlgtrators

During our rwiew of retircment confiibutions, we noted the Board did not start to

rcmit rctircment contnlutions received from participating employers between Dec€Nrber I 5, 2@3

ald January 12, 2004 to fhe new thfud p&ty adrninistrator for inv€sheNrt on behatf of plan

partioipants untrl Januay 12, 2004. T\ts was due to the transition betryeeu third party

adminishatorr" Between December I 5, 2003 and January I 2, 2004, agency records indicate the

Board re€eived a lotal of$5,856,449.28 in Etirement conbibutioDs fiom pqticip*ing employers.

We noted an average of 39 days bad elapsed fiom the time these monies were received by the Board

rmtil these molries wgle transferred to the tbird p€rty administrator for investsnent otr behalfofplan

participants. Using average annual rates of retum of all the available investment options, we

I
I
I
I
I
I
I
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estimafed plan participarts lost spprcximately $32,000 h investnent €amings as a result of drcse

moni€s not behg aansferlEd !o the thftd party adminisbator in a timely maraer.

Chapter I E, Article 78, S€cfion 9 ofthe lgest Virginia Code, as amendd addresses

the tinety reruitrance ofretiremeff contributions to the third psrty administrator. This sectioo statls

in pare

"Each emplo]€e who is a member ofthe defined contribution qrgtrm
shall conhibute four and one-half perctni of his or her gross
conpensation by salary reduction Such salary redustiors shall be
made by the enployer at the hor'nel payroll int€rvals ed sbatl be
rsmitt€d within five working da',s !o the private pensio!, insurece,
a@uity, mubal fun4 or other quatified comp€ny or coqades
desigDated by the board !o adminisrer the day-to-day operatiou ofthe
srB!em-

All Eenber conhibutions sball be immediately d€positod to atr
a@ount or accormts established in the name ofthe msmb€r and held
ilr trust for the bs[eft of the member...."
Additio!.auy, Cbapter 18, Article 78, s€ctioo l0 of the west Viryinia Code, as

amende4 states iD parl

'Each perticipating employer Bball qnn''qlly make a conFibutior
equal to s€ven and ooe-balf pgrcent of €ach memb€f,'s grosa

The plo rata share ofthis amouDl shau be reraitted €s
provided for in s€ctioq drc l$ I &78-91 ofthis article for qedit to ttre
member's annuity accorlot. Each participating employer bas a
fiducisry duty !o ib e'nploy€€s to sDsr.Ee tbat the employ€r
conhr-butions are timely oade. tro the aase ofao officer or eEploy€e
ofthe stale, a-ny uDpaid contribution sball be I stste debt, conEact€d
as a result of a casual deficit in slate rev€nu€s. to be accorded

Fefsned $aars over other expenditEes...."

During our review ofretiFment contributioDs we also not€d four indarc€s out of5 0

contribution reninances t€sted wherc the Board did not deposit !o the Board's State accounte in a

timely manner smployee alrd employer contributions lstqling $74,921.19 r€mitr€d by four

participating employen. These four ilstanc€s arc detailed h the following table.
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Pardclpatfug Total Afiount Date Funds Date Monles
Emolover Recelved Recelv€d Were Depo|lted

$18,414.69

41,700.26

12,5e.72

I
t
I
I
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I
I
I
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t
I
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I
t
t
I
t
!

# ofDays Late

t2

ll
12.

l4

I

2

4 24t.52

tat6t2003 tu29t2003

tat7Do03 Lu29/2003

ta17/2003 t2J30/2c03

lut6D003 tu31/2@3

Total VL2U2

ChspEr 12, &ticle 2" Section 2(a) of the West VLginia Code, as m€nd€4 shtes:

'AI offcials and employees of the state authorized by stato& !o
accept moBeli8 due the state of West Virginia sha ke€p I daily
itemized r€cord ofEone).a so r€ceiyed for d€posit i! the stale troasEy
alrd shall d@sit within twent'.four hour8 with the state heaslrl€r a.ll

moneys received or cotlected by then for or on behalfofttre statg for
auy pupose whatsoever. The tsEa8urgr shal bg adfiorized to rcview
the prwdures ad methods used by officials elrd smplo',e€s
authorized to acc{pt noneys due the state and cban!,te suah
plFedll€s aod methods if he or she determines.it kr be in the best
iderest of the state: Provided. ThaJ the heasuer shall not be
aulhorized to review or aneud ttre proc€dures by whic.h the
d€partned ofbx and revsDue acc€pts moneys due the state. The
h-eastller sba[ propose rules, in accordance with the provisiors of
orticle thrce [S29A-3-let seq.], chaptrr twenty-niae-a of this code
governing the procedure for deposits.

The offisial or €Ntployee msking such deposits with the treasurer
sh8[ Fspare d€posit lisb in the maoner and upoD rEport foms a8 may
be prescn-bed by tbe feasurer. C€rtitred or rEceipt€d clpied sh8[ be
immediately forwarded by the state heasurer to the state audilor and
to the s€srEtary of a.lministr"rion Tho original of the d@sit rsport
shall become a part ofthe heasurer's permanent record"

Afr€[ a coDpetitive bid process, the Board elected to cbange tbirdparty edminists'tors

for the TDC Plan. The CPRB changed third party administcatora from Milimao to crcat-West

effective January l, 20M. The h'ansition process betweqr thtd party 
'dminishaloE started

DeceEber l, 2003 axd ended February 5, 2@4. According to agency persoDnel, tsaDsitioning the
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TDC Plar !o a new s€rvice provider was a complex prcc€ss which involved the moving ofindividual

psticipant accouDt records Aom tle then qment s),stem maintained by Millimsq to Grcat-Wesl

To ensure efficient and acqEate proc€rsing and verification of gvery psrticipant account, tho

transition rcquired a brief'quiet'' period. During this t'-e, account hosactions aqd withdravals

could not be made. Also, Grcat-Wcst wgs not rc€dy to stsrt inv€sting member contributioDs with

the appropriale inv€stment companies mtil January 12, 2004. As a result, member contntutions

Eceived by the Board between D€cember 15, 2003 and January 12, 2004 resid€d itr the Board's

FIMS accormts withordbeiDg iov€steduntil Jaruary 12,2004- when Grcal-West begm FocessiDg

contr:butions oa January 12, 2004, these conh$utions w€re iavested based on each participaat'g

<lesigrated iov€stm€ot options as of December I , 2003.

RegardiDg tle rctiFmsut contdbutioDs dEposit€d late, the Plan Admin iihst^r lold us

the CPRB wus awaiting permission from the Sate Audilor's Office about whether or not the CPRB

would be able io dircctly deposit conto'butioo rmittances received fiotr| participating employe$ to

the outside bok accoutrt being established by the Board for the TDC PlaL Thus, for ooe week

during the traosition period the CPRB did not d€posit aqy conh:bution rcmit&lc€sreceived !o the

Board's State accounts. The purpose ofthis accowt was to help ftcilitate the tuosfer ofretiremetrt

conm-bwions from the Board to the tbftd party e.lrninish'ror. However, tle State Auditof s Offic€

irstructed the CPRB 0o deposit any contl:butions r€ceived io tbe Bo€rd's state accolmts before

traDsferring these monics to the outside baDk accou . The Pla! Adminigtator firrther stat€d the

Chrishas holiday also accoEt€d for some of the time tag.

We recommerd the CPRB comply with Chspter 18, Anicle 78, Sections 9 and l0

of the West Virgida Code, as amende4 by eDsuring tbat steps are tsken in the firture to eDsure



participant contributiors conthue to be inv€sted n'ithout inteFuptiotr even though a cbange in third

party qd'hinishato$ is taking place. Wo further recomnend the CPRB comply with Chapter 12,

Artiale 2, Sectioo 2(a) of the West Viryinia Codq as amended,, when depositing retilement

contributions to its State accor.rtrts.

Asenqv's R6oonse

An! chqage h s TLlrd Psrtt A.Imbtlstrdor (IPA) requlr8 a aqula perlo.t, ro

eLture 4 pfopef cut ol|attd trattsfer ofqss6. Undet our prevlous TPA, candbudons were onbl

b e6ted th'lce o month on the 15th sld 30tJ,8IsL Greqt-W6t proc4slEs contrlbuttans dquy.

Tlpreforc, parddpsn8 monl6 qre lni^tzd more promptty errabllng thent to e4rn morc on thelr

lnv6tntenE over dma

Durhg the fiqnsaon perlod, MA haa USA procased ourfittal antrlbutlons os

ortlte December 15,2003 splL On Deaetnber 29,2003, tLe CPRB ntqbllshed the local qccount

ttth BB&7. Irudr,g thls tlm4 the CPRB worked wth the Sbte Tizssurer qnd Stde Aadtbr It
.lstemhe the metho.l tor tghlch lanh voald he trusemedlrom our Tressury occoun8 to tlre

bcql.accounl On Jaauary 8, 2004, the CPRB requsted the f.,6t ,rs\sfer o!!un6 to the tocul

qcllunL On Jsrruo4,12,2004t]telun6 werefisnsfendb rhc Ioc&I osounl On Janaoqt 13,

2004, rhe dstaflzs wae transmfuel to Gre4tv6t ond we a.utttorted crcd-Wqt to ACE debfi

our loc4l srcouttL Ia sccotdar.ce telth ou frdacta4, r6ponstb 6, ,hts schedulz of ete.t^

helped &t er,sure thal the newly 6tabl hed proczdur* lor procasttg contdbutions were

operdag etedyeJf. Thus we began pocdshE tIE remalnlng contlbatlorc on Januotlt 14,

20M.
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Rdteezn Dersnber 15,2003 andJanuary 12,2004' CPRB retdven spprox- ti.gm

llr conilbudons; however, the rqorle.l average of 39 tl4n l4psu g betwe4n retdpt of the

contrlbuuons ottd fisnsfer to th. TPA ls tnaccurd4 PaflApar6 d nog last 25 irordng dtls

ofeamlttgslromJsnaary2,2004toJsnaary30,2004.Th|skbasenonthelouowl!,gloc8:

- Pofltdpsna (M noc lose oaton esmlagsftom D@ember 15,2003 to Decenber 31r 2003
because contrlbutlotts @aU not be proc*sd by MUIlnan ASA on days bdweqt those
dd6 whether or not we u,rere transllonb,g u a new W,4.

- Dueto Ute n4gntttrde ofcoMdbutlons lhd neededto beproc8sed beghnlng on Jonuory
14r 2004, we wo*zd overtt te tt ensare that the remahbtg confibudons were proc8ed

,'. by the 
"rul 

oFsnuary or eo ! Febnrory 20U.

' Xhts ls conststen,w&h oar findhgs ln the prevtous secdon whae we lound onb, one t',lst''lt e

vtherc contrlbudorLJ rrercn\ runltun wfihln 25 dom

A.Utlonollf, pfan panwsn* were nodfied h wrfring Lbout the "qulct perlod".

Grcap meetlngs were hew acrocs the stste to anslger uny qufitlons lrom pardclpan6 arul to

dlssenlaae a guUe qplalrrfurg the tronsuon

Darbtg the fianttlon penoq the CPRB u,'ortud w&h Gre4-W6t snd M ltnqtt to

.ensurc thd partldpst t contrlbadons were lnlarruptzd qs lfic 4s posslble- Glven the shott tlnv

lrame ln whb* we had to tmplen e the t&tsfion, CPRB st4f wo*"n dlBq.tly lo uphod our

ldudary dttty.

In surh the CPRB coaw not bw6t the porddpsnt fun& daing the quu peiod

becouse lherc wss no Iuctlonal rccodkeqret to properb ac.count lor thelun.lgconfrbudor,s.

Contrlbudons Repltted to Investmelt
Compade3 Pald from wrotrg State Accounts

During our rwiew ofretfuement contributioDs processed by the Board between July

l, 2002 and December 15, 2003, we noted one instanc€ ofthe ttn contribution remitlanc€s t6ted
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where the employee ond emplolcr couhibutiors reEitted to tle investne[t coFpsldes werc paid

fiom the E'rong State accouqts. As a rcsult . tle Board pard $5 I 0,794.69 t{o much in employee

conbibutions Aom the Msmber Conbr-bution Account

We tmc€d the remi@nce received ftom Irgan Comty ou February 3, 2003 to the

," February l, 2003 tbrough Februsry 15,2003 split lettsr from Mllinm directing the Board how

much of the emptoy€e and employer conhlAuioDs cotlected dudng the first balfof Februsry 2003

'' to disfiibule to €ach invest@ent company. Tho F?lit leter directed the Board to haDsfer I lotBl of

$2,M3,174.41 tt the it\ vestment companies. This amormtwas coEpris€d ofenployee contibutions

' torqling $766,189.86 atrd sDploy€r conbr-butions totaling $1,276,984.55. E nploy€€ conhfuutiols

of$ I 8228.44 and employer contributions of$30,380.86 afiributed !o Irgslr Couty w€re included

in these a.mounts.

Based on this split letJer, $766,189.86 should bave been paid Aom the Member

Contrr:bution AcaouDt io the invesheff coEpaaies aod $ I 276,984.55 should have been paid from

the Enployers Contribution Account io the iqvestmeDt compani€s. However, we noted the Board

em)neourly paid the employer cqnttibutiols anormting to $12169U.55 fron the Memb€r

Contn:bution Accouut and the eFptoyee contntutioos amounting !o $766,189.86 from the

Employers Conbr:bution AccoEL

While Millirnan serv€d as the tbirdparty administator for tle TDC Ptan betweeir July

2002 though D€cetnber 2003, the Board would make investuent purchases with the retirenent

coDhibutions rcmitted bypsrticipqring employeE ftom the appropriale inveshent coDpanies once

duriag each halfofthe month (catted a 'split period"). Based on erecod ofclotd:buiio! remitJaqc€s

r€ceiyed a8 provided by the Board and payotl Eports (itemiziag each employee and their rlated
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I contribution data) which wereel€chonicallytalsmifi4dtoMiuimanbytheperticilsthgempto'€IB'
It 

Milliman would debrmi[e the amou* of contributions rEceived duridg th€ split pedods sad

I
I a",ttut" the amolmt! of employ€e aqd emplolcr conmibutions to be all@t€d to the various

I investmentcompanieiBarcordarcawiththeinv€stBsntoptionssotectedbyplaoparticipants. Ooce

I , this d€ferniDstion had been nade, Mi[imaq would s€nd the Boad a letter noting the total smount

I ..I of contnibutioos received and how these monies should be disbwsed to the various investuent

I cotnpaaies on the'sptit days'wbich w€re the 156 and 30d or l# and 3ld of each montb.
I

Chsptgl 18, futicls 78, S€ction 9 ofthe West Vlrginis Code' aB smsnde4 stale8 itr

II oa.t-

I 'Each employee who is a meEbEr ofthe <lefined contfuution ststemI sbaU cotrtrbute four and one-half percent of his or her gross

- @npensation by salary reduction- Such salary rcductions sball be

I nade by the erqployer at the nornal pE/rol intervals ad sha[ be

' t"-ttted within five working days to the private psDsio!, iNuraoce'

- armtity, mutual fuad, or other qualified conpany or compsrues

I de{dgoated bytheboard to administertheday-udayoperatiorsoftho
- swtem...."

t Furthermore, Chapler lE, tuticle 78, Sectioo lO of the West Vfugitria code, as

I arlende4 stEtes in part,

t
'Fach participating employc sball sonually mske a conhibr'{ioo

I equal to seven and one-half percent of each membor's gross

I compsDsation- The pro mte sbue ofthis amor:nt shall be paid upon

each dale that a msmber contibutiotr is made and shall be ftDffied

I as provided for in section nine [18-7F9] ofthis srticle for crEdit !o

I the membq's annuity ac,cotmL Each participating eNaploysr ha8 a

fiduciary duty !o its employees to ensllle tbal the employer

I *ntributions are timely made....-
a

Uti.tiziDs moni€€ from the Menber Contrfuution Account to pay a portioD ofthet-! .mployer coDtributioDs !o be remitied io the investment companies for investment on bebalfofplan

It -so-

II



participants rcsults itr the emplolee contibutions remitted by various participating employers being

used t! subsidize tho employer conhibutions to be fimded by other participating ernployvrs. When

we spoke with the Board's LccountaDt, we le€rned this s[Ior oc4ttrred as the result of agercy

persomel respoDsible for administering the TDC Plan provided erroneous account informatio! to

the Accouting DepartuEnt for entering inlo FIMS. This accomt infomation detailed the State

accounts fiom which the employee 8trd sEployor contributions per ttrc split letter should be peid.

The AccoEting D€partosnt subs€quendy correcbd this qrcr iq FIMS o[c€ we blought this srror

!o their attentior-

Ws recommend the CPRB comply vrith Chapter 18, Article 78, Sections 9 and l0

ofthe West Virginia Code, as araended

Agencv's Rqponse

fn reterct ceto tlte ottelnstanceltom FY 2003 rehlch nas rnendonerl h Erqod

we agree thd conttibadons ,'erc rcmlfued ltom the wong aqoanL ?hb wqs dae to s clslcql

enor where one employee coded the rcmlasttcelrom occount 2190lnsteat of 2191. Once rhls

enor wos Uettdfred b! the legddve audtl t w41t coneded lmmdiatelf,.

As otJanuary 1,2004, thefouorebtg tttemzl co6rol procedar*werc bttplanate,l

lo ensrre clerlcal eftort qe Astdfred q,nd conected Immedtdcl!:

- Dqnislt and renrttunca (I-doc) are prqared b! one staf member.

- Etther the mC PIot Manoler or PIan Admhlsttdor rcylew the deposb snd
ranlllt tc6 and apptuye eledro colly vla IRM,4

- The CPRB Ac.countsnt also rcelews the dqosla attd rcmttttnc^l

- Monlhly ctsh recancllldons are perlormed to ensare an! eno6 not ldendlet
prevlously are ldendfud atd conected. prompt$t
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I
I
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I
I
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I
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Employe€ Not Enrolled ln TIrc Phr Upon Elre

Dwing our review ofrctir€D.ont contributions processed by the Board b€twe€n JuIy

1, 2002 md Decsmb€r 15, 2003, therc was one iDstatrce totaling $1,204.1I where a participating

enployer did not rcmit the €mployee aod employer conhl-bdioDs on bebatfofone plan participant

to the B@rd iD a timely rnFnner. Upon reviewing the docr:neirtatiou supporting this coatribution

remittance, we noted tle alrouut ruaitted by this participating employer r€g€senned the lotal amount

of€mptoy€e and employer connibutions which shoutd baw been rsmitt€d during the 2002-2003

academic yqr on behalfofao €mployee who war bired on August 20, 2002. Based on a tetter ftom

the b€nefits coordinator for MorgBn County School6, this employee eppareody lr,as not €Drolled io

the TDC Ptm by the prticipsring smfloyer upon her hire. The fiscal year 2@2-2003 ff-lary for200

days ofeirployment by this Employee was apFoxima@ly $10,034.28. The total 12% retircneDt

confibution for thia salary as remiu€d by MoBao County Schools to the Board amormted to

$l2M.l l.

parq

Chrptrr I 8, kticle 78, Section 9 of the West Viryinia Code, €s amendd stales in

'Each enployee who is a memb€r ofthe defined coD:tribution s',rt€rr
sball coohibub fottr and one-balf psrcsnt of his or her gross

comporsation by salary reduction- Such salary rcductioos sball be
made by the employer at the normal payroll btervals and sha[ b€

rcmit€d \pithin fivo wo*iog daF !o the priyate pensio!, insEuca,
amuity, mutual fiud, or other quatified compaoy or companies
designated by the boerd to administer the day-to-day operations ofthe
systen...."
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Also, Chapter 18, Article 78, Section l0 of ttre West Virginia Code, as ametrde4

states h pan,

'Each particip*ing eDployer shall aDnually make I coqtributioa
equal to seven aad one-balf percent of each msmber's gross
compeDsatioL The pro rata sbare ofthis amout sball be paid upon
eaah date that a m€mber contribution is made and shaU be rsmiEed
as provided for in section nine I 18-789] ofthis article for credit to
the member's aonuity account Each participatiDg employer has a
fiduciary duty to its €.nploye€s to eDsu.e tlal the employer
contnbmions are timely riude...."

Additiooalt Chapter 5, Anicle loC, Section 4(O of the West Virginia Code, as

am€qd€4 states,

'(d) The aEomt of employee contdbr.tions picked up by the
participating public enploier sball be paid to the rctircinent systeE
h the manner and fonn, and in the frequency required by the board
ofbustees aad shall be acaompanied by $pporting dats rhet the board
oftru.gt€€s Eay prescn-be. Whea paid to the retirement systetrL each
ofthese amormts sball be sredited !o the dQosit futrd accoutt ofthc
m€.mber for whom the contdbution was picked up and paid by the
participating public mnloyer."

Since thi8 padicipant's emploj,€f, failed !o prop€rly €ruoll the participaqt in the TDC

Platr at the time ofher hire, the participant was doaied tle oppornEity !o €am investued eamiogs

on the eEployeo aDd eraployer contibutions which her employerhad a fiducieyrcspoDsibility rmd€r

the aforementioned Code Bectiols to rctnit to the TDC Plaa in a timely manner. We believe the

Board shou.ld prescribe procedures !o be followed by all prticipating ernployErs which would ensue

atry emplo)€e newty hLed by a participating employer is pro'perly effoUed itr the TDC Plarx in a

timely memer.

We reconmend the CPRB ensure participafbg enployvs conply with Chaptsr I 8,

Article 78, Sections 9 and I0 ofthe West Viryinia Code, as amende4 as well as Chapter 5, Article

I
I
I
I
I
.l
I
I
t
I
I
t
I
I
I
I
I
I
I
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II
I l0C, Section 4(O of the Wost Virginia Code, as amendd whstr ouolling Bewly hirEd employces

I t*"to. r*
I
a Aeencv's R6oonse

s Per coneeEadon wfih the MotEsn County Treasurer on Sqtternber 27,2004, thlsI'- parttd,par,twss notefiolledupoa htre.llre to humqa erroi Thls partwut had peioasly heet
I
a on the pqyoll os a sabsTlnr@ @qder. When the padcipsnt became sjuUlime employe4 the

I pcyroA .Iqqftnent lalkn b rcntt rcdrentent condbadon* The error ,rss ttlseovercd by the
T

psyoA dqsrtme attd lotnedlatelf ret ttted to te CPRB.
I
I The CPRB has proposed o chunge to wl.CSR S162-34.1 sn{ 5162-34.2 thd .l

I wouU re4ube a4t pardcipafuE err.ptotq x'hofatk to make any paJrrnent dtre the \DC PI4n by
t

the 15th dof touowlng the eul of{e pay perlod ta pqy eam@ lost on W confibullortt d the ;II acararlzl rde olrehtn as detqml&edlor the Tesched' Ddned BeneJt Rdrcrnat Sysum :

I A&ftIon4f cotttrol proczdur* llt .Iude:
I

- petomlng anrual hbnal atdta of sel"dei psflApdng entploferj, snd

- etucdttg payrou coordbtdon otpadldpalng enplafeQ through a$ual sqnlnar]I
t
T

I
I
I
I
I
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INDDn{DENT AUDITORS' OPTNION

The Joilrl Co@ittee oD coverffiEdt and Filrtrco:

Wo havg audit€d the gatonenr ofcash rc.sipts, di$ursemts a[d chalges in cssh tidlr'ices ofthg TeochEtrs' Defiled
Cont ibdion Rrtirg@nt Sysf€m sr rdninideFrt by tho Wes Viryinia Consolidatld Public RetirsEsnt B@rd (tl€
'Bood) for the f€€rs oaded Jme 30, 2@4 ald Jlme 30,2@3. Ths ffEncd 6.arehed i! tho rEspo6ibility of th€
Emagen€|rt oftbe Wesl Virginia Consolidded Public R€rirsrnelr! B@rd. Our rcsponsibility is to oxpress all opinion
olr lhe firtancful stat!@ed bosed on o|f audiL

Exc€pt ss dilcN€d in the folovinglqaglsph, we conducted our audi iD accordmc6 with auditiug @drids gdetally
accetr€d in the Unit4d Sotes of Anbdcs- Thos€ scandads rEquiF tlat sE pld ,!d perform lhe audit !o obtain
Easo@blo as$r'anc€ abou wh€fhor tt6 filarcial sarernent is ft€€ of Ea&rial rhsdaretur An ardit itrcludos
€xamiDing, on a Ed b€sis, €vidence.bpporting rl3 @un!s @d discloeres in tho fn ncial $aralEsnt A! 6udit al_so
includrs r<€."i"g tb actol.Efitrg pdncipl6 used ald significaft osimtes dde by mgdne+, as woll ae ovalucing
tho oveBll fiFncitl sa&rlorlt p€s€IFtion- We b.lioy6 tbat our audh proyides a r€asolablo bssis for or:r opbion-

Th€ Board is dhrqining oxcss calh i! borb tbr Meob€r Codibuion Accoud and Bqloyers Co[Eihnion Ac.ouut
r€fl{ting inan oventatod csshbalancir foreoch accouat The6o Stab acaolffi a$ utiliz€d by tb€ B@rd co dsposit th€
eqloyeo ard eqrloysr contr.bdioDi r€.sived fiDm participding eqloyer& conoraly, the oxc€ss cash bsing
frinr'ircd in €ach Stato accoud uas th€ F${t of rh3 B@d not prp€rty 6llocding the eqloye. ard eEployor
co6rbrtions Faoived ftom participqting €Eplot€r3 on a considsE brsis to ths appFpriate Staro ac.ous AoIn the
in€ption oftho TDC Pl@ h Ju.ly l99l tbDugh tho pr€s€d. AI$, tb3 Bo6rd Dot roconciling do FIMS Ecor& for each
Stat€ accorht !o tbeir dsposh re.Drdd pro\,oEt€d 6€ tirbely d€aqtion oft!€s6 alocstioa erlor& Gjrr@tly, !b! Boald's
iderDrl alditor b Esedching rhe Boerd's acto|llrilg r€cords h sd 6frorr to id@tify tho totrl alnold of oicsso cssh
b€iry nailtaiEed iq €ach Stde accounr During olE adit perio4 we wsre able to dstsrniDo dnough WVFIMS a 0o1rl
of$2,713,0@.@ repr€ssnting oxcbrs cash rEonies thr E:as EaDsf€ned by ihs B@d b a cnsh liquidity actouEt for tho
year eded June 30,2@4. How€ver, we wq€ u@ble to voriry th€ r@!o@blsn€6s oftho atnotEis trEsfefied to the cash
liquidity account since the Board bss Dot fuIy idedifod rhe tota.l ;Eourt of ercss carh b€ing Ginhin€d in the66

In our opidon, oxc€p for the offoct of&ch adjusenrs, if any, as Eight bavo b€ro dotoGitr€d to b€ Be.€€sarj, bad wE
besn 6blo to fuly idedti&the toal amount ofoic€ss cash beidg @ inhined h edch Stat€ accourt, tte fiEmcio.l sat€lnert
rEferred to abovo F€stna fairly, i! 6I r@lerial Esp€cts, th€ rEverlltes colle<led a[d exp@as psid of the Teachers'
D66tr€d CorEbution Rotiremed Sr€tsd 6s rdminirrered by rh6 C@3olidat€d public R€tir€rEsdt Board for thD y€als
eded June 3q 2(84 ard Jme 30, 2@3, on the hosis ofaccourtilg d€scrtued in Nora A-

Our audit car coDducted for the prEposo of foming @ opinion oD the basic fi@cisl satemei[ 0ek€n as a whoto_ The
eppleer@l iDfomliotr b pr€s€|lted for th€ puposs of additioDsl erlyBis ind is not a EquirBd p6rt of tlo basic
fir,'cial s@teos,l. Such idonmtion !6s b€en subjecl4d to th€ auditing procedDrss applied h rbg sudit of tho bdsic
filancful datEtrlerll a{d, itr o|r @iqioD, is fsirly soarod in a[ rdorial rEspeats i! rlation to the basic fiDslcial 6aa&m6nt
taksn asa wholo-

I
I
I
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I
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I
I
t
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I
I
I
I

I
I
I

R€spe'tfuly stbnitaed,

n&g,zxJaL'-42-:-
Tbe@rdL Shanklia CPA Dircctor
reeislarive Pos Audh Dvision t

Augu!. 20, 2004

AuditoF: Flhelbert Scou, CPA, Supervisor
Neil M. McEechro4 Jr., CPA AudiloFin{harge
William H. J. Spencar III, CPA
Brandy L. McNabb
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CONSOLIDATED PUBLIC RETIREMENT BOARD
WF,ST VIRGINIA TEACEERSI DEFINED CONTRIBTMON RETIRE.MENT SYSTEM
STAIEMENT OF CASE RECEIPTS. DISBURSEMENTS
AND CHANGFf IN CASE BALANCFS

I
I
I
t
t
t
I

Cash Rec€ipb:
Receipt of EEployee and Employer Contributions
Transf€r from Msmber/EmployeE Contn-bution
Account

ForfEiture MoDi€s Received fiom lavestu€ot Firms
TraDsf€r8 Aom Teacher8 RetiTem€nt System
Miscellmeous
Total Carh Receipts

Disbursements:

Account
Total Cssh Disbu.semflt

Csrh Receipts Over DisburseEents

Sez NolA to F natdql Ststemer,t

Year Ended June 30. 20M
Special Cash Llqddity Conblned
Revetrue Account Totdg

$u38,As.69 $ 0.00 $84,32,645.69

0.00 2,7t3,000.N 2,713,000.00
'1M,717.29 0.00 ',147,7t7.29

36,637.75 0.00 36,637.75
3.058.71 0.00 3.058.71

85,1I1,059.44 2,713,000.00 87,824,059.44

Remittance of Coltn'butioDs !o Invest@ent Firms q:774250.86
RefiEds of Retircm€mt Contn'butioDs 440238.M
Withdrawal from Retirc'rleft Fuds 3,755,139.06
Tm.DsfeF to Teachels Retirsment S]5tem 2-119A32.92
Traj1sf€r !o Cash Uquidity AccoEt 2,711,000.00
Tls!]sfer ofAdminilshative Fees to CPRB ExD€nse

79s.725,00
s0.597.785.88

0.oo 40,7'14250.86
0.00 440238.M
0.00 3,755,t39.46
0.00 2,119A32.92
0.00 2,'113,000.00

0.00 795:725.00
0.00 50.597.785.88

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

Transfels to Third Pafy A.lmi ilfrat^r(Grcal-West) (39,317,196.57\

Begiming Balance

Ending Balance

34,st3273.56 2,713,000.00 3',1226273.56

o.0o (39,317,196.57)

6.467.674.87 0.00 6.467.6',74.8't

$ 1.663.751.86 $2.713.000.00 S 4.376;15r.86
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0.00
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s0.00

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

I
t

Year Ended June 30. 2003
speclal cash Llquldtty combhed
Revenue Acrlunt Totsls

$90,890369.3r

0.00
1,V29,'.l58;15

1an a1a M
46.65'1;tl

94097 259.21

E3,U9,720.50
3,153,E68.60
4,&'t,623.44

0.00
0.00

'144.940.00

91.896.152.54

20t,t06,67

0.00

6266,568.20

$_5N6AA7

$90,890369.31

0.00
| ,o29,',l 58.7s

t3ol'13.44
M.657.71

92,@7 259.21

83349;120.5O
3,153,868.60
4,tu1,623.44

0.00
0.00

'144.940.00

9t .896.152.54

201,106.67

0.00

6266568,20

s 6.46'1.674.a'l

$0.00

0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
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CONSOIIDATED PIJBLIC RETIRX,MENT BOARD

WEST VIRGIITIA TEACEE,RS' DEFINED CONTRIBIMON R.ETIREMENT SYSTEM

NOTES TO FINANCIAL STATEMENT

Note A - Accoutrtltrg Poncy

Accornting Method: The cash basis ofaccouating was followed for all acc6l.Bts. Therefore, c€rtain
revenues aad the related assets arc rccogoized when received rather than whed eamed and certain
expens€s arc recognized when paid ralh€r tba! when the obligation is incurred- Aqcordingly, the
filancial stateEent is not inteaded to Fesent ffn'nc'dl position atrd r€slrtt! of openti;os in
codormity s'ith gensraly accepted accormting principles.

combined roals: The combined lotals aontain the lotals ofsimilar €ccormts. Since the cash receiDts
of-c€rtaitr accounb de restriced by various laws, ru.les alrd rggulatioDs, the t otaliDg of the accotmts
is for meraoraodum purpos€s only and does not indicate thal the combioed totals ale avaithble i! anv
mFnner oth€r thaD thst provided by such tawg ru.les and regu.lations.

Note B - I|'yestmetrts

The following table detaiis the accouat balaBc€ Eaintained with each iov€stment filnd oDtion Der the
ag€.rcJls records as ofJune 30. 20M and 2003:

T

l,
I
I
I
I
I
I
I
I

Year Ended June 30.
20n4 2003

Inv6tnent Fnrd Opdou

AggrBsiv€ Prcfile $ 2,415,703.26

Moderate Pofile 3,005J66.1I

Conservative Profile 1,465,'153.61

Americao Funds Europacific A |,4gl,6gj,2l

Columbia Srnall Cap Fuut -Z 1952,665.17

AIM Md C€p Core Fquiry Fund l2O6,7.tS.4S

Amedcsu Fuuds crowth Fund A 79,089,824,1s

America! Fuds Washingioa Mutual Investols A 4{1.090,386.73

Federaed Max C.p lnstintional 44,700p32.50

-G.

JL

4
-0-

-G.

-0-

34,s022s6.3s

34,622,s9t .4

I
I
T

I
t
I
I
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I
I
T

Investme[t Fu.nd Opdon

Fidelity Advisor Growth Opportnities

FraDklin Ircome Fund - A

American Frmds Bond Fund A

valio Fixed Annuity Oprion

Vanguard Moaey Market Prime Portrolio

Total

Year Etrded Jutre 30.
2004 2n03

-0- 58266,253.t8

5'1,0g8,44t.39 4t,152,36g.t7

s6,977,t .66 8,794M12O

199329,998.s9 180571A96.s5

33.320.493,19 30.147.622.68

wJ44sn@ M26fi4,6!.6

J

I
I
I
,

I
I
s

t
I
I
,

NoteC-PendtugLldgsdon

D+g the sutit perio4 he Board cotrhac-ted with a n€w thid party F.tministator (crcat-West Ufe
atrd Amuity Io$uanc€ Company). Atthe same time, the Bo€rd e.I.r€d though acompetitive biddipg
proce$s tbl€e new hvesb!€nt firnd options and one replacement invesh€nt fimd option from which
plsq prticipaotr could choose to invest their rgtirement contribution& Based on each investm€nt
fimd optioo selection, the PEcbssing Dvision issued a purcbase order oo bebalfofthe Board with
eech of the itrvestu€nt firms who would be providiry the brckemge.servic€s for each hvestqent
fimd option However, the Board decided to utilize Grcat-West'e broker/dealer affiliab. GWIS
Equities, Itrc., to provide the brokersge s€rvices for these iryestuent fimd options mther thatr the
itrvestE€nt ftms properly awarded the contract for th€se inyestment frmd options through the
competitive bid process. Otrce-this decision was made by the Boan4 the Boffd canc€[ed the
pucbsse od€r issued to €ach investusnt fiIm by the purchasing Divisioa-

In April 2004, Warhovia S€cudties (fomerty prudeftial Secufities) filed a law suit with the
Kanawba Couuty Circuit Cout agai$t the Boad a eqing brcach ofconhact by the Board when thc

foard assignd the responsibility for providing brokerage services for two of the nswly added
investment funds (crcwth Flmd of America asd EuIo pacific crcwth) !o crcst-West rather thatr
awarding the brokemge s€rvices to Wachovia Securities under the pt[cbase Older issu€d by the
Purchasing Dvision" Crurently, this Eafier is stilt pending before the Circuit CouIL The
m'negernent of the CPRB believes the Board's position is v€ry shong and that the eyenalal
rEsolutioD ofthe malter will produce a favorable outcome for tle Boad. Howe,.€r, if this matter
r€sulb in an unfavoEble outcoDre for the Boar4 then management esdmatG the maximum amoud
of damages which may be assessed agairst the Boad !o be approxiDately $300,000.
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CONSOLIDATED PUBIJC RETIREMENT BOARI)

WEST VIRGINIA TEACEE,RSI DEFIIIED CONTRIBIMON RETIREMT.NT SYSTEM

STATEMEIIT OF CASE RECEIP'IS! DISBURSEMEI{TS

AND CEANGE IN CASE BALAIICE

SPECIAL REVENIJE

Year Ended Jule 30.
2004 2003

Member Coltrlbudon AccoErt-Ac{ount 2lq!{D9l64{)

Cssh R€ceipts;
Member Contn-butions
I"ess: Refrmds

Transfer from TRS
Miscellaneous

Disbu$emeDts:
Remittance of Codributions !o IuvestEeot FiriDs
With&awal Aom Retirem€d Funds
TraDsfer !o C{sh Uquidity Accotmt

C€sh Receipt8 Over(UDde[) Disbus€mE s

Tlarsfers !o Tbid Pady Adninisnator (creat-West)

Beginning Balance

Endiag Balance

$31,810,840.13
29L.n831

3l519,061.82

36,637.75
3.Otz.A

3tJ58,71l.9l

14493237.96
2,548,352.89

955.000.00
17.996.590.85

13,s62,t2t .M

(t4,7',1 s,046.r2)

t.368.156.47

$_l55,ZU3r

s34,713,4U.76
1230.535.22

33A84949.54

t3oA73.44
26.178.98

33,639,60t .96

31447216.42
2,E76,900.08

34324.116.50

(6U,s14.s4)

0.00

20s2.671.01
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CONSOLIDATED PIJBLIC RETIREMENT BOARD

WF,ST VIRGINIA TEACEERS' DEFINED CONTRIBLTTION REIIREMENT SYSTEM

STATEMENT OF CASE RECEIPIS. DISBIJRSEMENTS

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

AND CEANGE IN CASE BALANCI,

SPECIAL REI'ENIJE

Year Erdd Julre 30.
2004 2003

Employers Cotrtribudon Account - Accoutrt 2t9I{199/90

Cssh Recehb:
Emplo'€r Cootn'bdioDs
Ies: Refimds

Transfer ofSchool Aid Monies &om D€pL ofEducstion
Miscetlaleous

Disbursements:
RemiEaoce of Contribdions to lovestment FirEs
Withdrawal Aom Rettement Funds
Traosfer to TRS
Tralsfer !o C€sh Uquidity Account
Traosfer of Admillistrative Fees to CPRB Bxp€Dse AccL

Cash Receipts over Disbu$ements

TraosferB to Thftd Party {aministralor (Greal-west)

Beginning Balanco

Fnding Balance

s18J34A62.08
t4.459.73

18J86,002.35

34,3@,862.88
46.37

529s09tt.60

26281,012.n
| 2M,786.17
\tt9132.92
l,?58,000.00

79s;125.00
32.160.956.99

20,',789,954.61

Q4A76934.36)

4.728389.26

$ 1.041.409.51

$27 343471.77
I (y)t 1?? ?l

25420,138.39

29,683585.s9
20.478.73

55,t242l2.',11

s1p02,504.08
l;170;123.36

0.00
0.00

744.94.@
54.418.167.44

'106,O35.27

0.00

4.O?2.353.9

s 4;128.389.26
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I CONSoLIDATED PTJBLTC RETTREMENT BOARn
I- WEST VIRGINIA TEACEtrRS' DEFINED CONTRIBIMON RETIREMENT SYSTEM
I
I STATEMENT oF cAsH REcErprs, DISBURSEMENTS

I 
ArrD CEANGE IN cAsE BALANCE

SPECIAL REVENIJE

t
Year Epded Jure 30.

l*
Susperslon Acaoud - AEoutrt 2192-{199/640

I
I Cssh Rec€ipls:

Forfeitrrre Moni6 Received from Invcstment Films $747,71'1.29 $1,029,'158;15t
t Disbulsements:

- Transfers !o Employers Contn'bution Account 5E6.519.40 E50.172.81I
' Cash Receipts Over DisbursemEnb 161,197.89 1'79,585.94

I fr-"tot to Third Pafty Adminis[ator (CJreat-West) (65216.09) 0.00

" 
Begiming Balance 371.129.14 191.543.20t- EndingBalaoce 957-Lf0g S--1ZJ;]E M

Ia
I
-I
Il
It
t -6e-
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CONSOLIDATED PUBLIC RETIREMENT BOARD

WFST VIRGINIA TFITCEERSI DEFINED CONTRIBUTTON.RETIREIVIENT SYSTEM

STATEMENIS OF CASE RECEIPTS AND DISBURSEMENTS

LOCAL ACCOIJNTS

Yeor Erded June 30.
20n4 2003

T

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

I
I
t
t
I

TDCRS Ac{!u|rt

Begirning Balance

Cssh Receipts

TOTAL CASE TO ACCOI]NT tr'OR

Cash DisbrEs€EsDt8

EDding Balaoce

TOTAL CASE ACCOIJNTED FOR

$ 0.00

38.799,632.74

s38.79.632.74

$3ru82,870.38

1 .216.762.36

$3E.79.632.74

$0.00

0.00

$0.00

$0.00

0.00

$0.00
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STATE OF WEST VIRGII{IA

OFFICE OF TEE, LEGISI.ATTVE AIJDITOR. TO \TTT:

I, Thedford L. Sh'"klin, CPee Director ofthe kgislative Post Audit Divisioo, do

hereby certifi that the r€polt apFded hereto was made under my directiou and supervisioD, urder

the provisions ofthe West VirgiDia Code, Cbapter 4, Article 2" as amende4 and that the same is a

hue aEd co[ect copy of said repofl

Thedford L. Shanktin, CpAe Director
IEgistatiYe Post Audit Dvision

Copy forwarded to the Seqetary ofthe D€psrtment ofAdminirrrrrioD !o be filed as

apublic rccord Copies forwarded to the Consolidsled Rrblic Retiremetrt Board; Govemot Attomey

General; State Auditoi and, Director ofFinance Divisiog Department ofAdminishation

civ€nundermyhatrd ,* nA *r* (JUn/^ ,o*.


