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To the Honorable Members of the West Virginia Legislature
And the Citizens of West Virginia

| am pleased to provide you with the State of West Virginia Comprehensive
Annual Financial Report (CAFR) for the year ended June 30, 2012. An independent
certified public accounting firm has audited the basic financial statements contained in
this report.

The CAFR demonstrates West Virginia’'s commitment to financial accountability
and national standards. This document provides the Legislature and the citizens of
West Virginia with the state’s financial data. It can be accessed on the internet at
www.wvfinance.state.wv.us. :

This report was compiled with the help of individuals throughout state
government. Each state agency provided clear, concise  information to ensure the
highest level of financial accountability. '

Sincerely,
Earl Ray Tomblin
Governor
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STATE OF WEST VIRGINIA
DEPARTMENT OF ADMINISTRATION
DIVISION OF FINANCE

EARL RAY TOMBLIN ROSS TAYLOR
GOVERNOR CABINET SECRETARY

January 31, 2013

The Honorable Earl Ray Tomblin, Governor
The Honorable Members of the West Virginia Legislature
The Citizens of West Virginia

I am pleased to present the Comprehensive Annual Financial Report (CAFR) of the State
of West Virginia for the fiscal year ended June 30, 2012. This report has been prepared by
the Financial Accounting and Reporting Section within the Division of Finance of the
Department of Administration.

The CAFR has been prepared in conformity with the reporting model outlined by the
Governmental Accounting Standards Board (GASB) Statements No. 34 and No. 35, and
other related statements. This reporting model’s objective is to provide a clear picture of
the government as a single, unified entity as well as to provide traditional fund-based
financial statements. The State of West Virginia’s financial statements for the fiscal year
ended June 30, 2012, are fairly presented in conformity with generally accepted accounting
principles in the United States (GAAP).

The independent audit of the financial statements of the State of West Virginia is part of a
broader, federally mandated “Single Audit” designed to meet the requirements of federal
grantor agencies. The standards governing Single Audit engagements require the
independent auditors to report not only on the fair presentation of the basic financial
statements, but also on the audited government’s internal controls and compliance with
requirements applicable to major programs. These reports are available in the State of
West Virginia’s separately issued Single Audit Report.

GAAP requires that management provide a narrative introduction, overview, and analysis
to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement the MD&A and
should be read in conjunction with it. The State’s MD&A can be found immediately following
the Report of the Independent Auditors.

2101 WASHINGTON STREET, EAST, PO Box 50121, CHARLESTON, WV 25305-0121
PHONE (304) 558-6181 - FAX (304) 558-1950
WWW.WVFINANCE.STATE.WV.US



West Virginia

The CAFR consists of management’s representations concerning the financial information
of the State of West Virginia. Consequently, management assumes full responsibility for
the completeness and reliability of all the information presented in this report. To provide
a reasonable basis for making these representations, management of the State has
established a comprehensive internal control framework that is designed to protect the
government’s assets from loss, theft, or misuse and to compile sufficient reliable information
for the preparation of the State’s financial statements in conformity with U.S. generally
accepted accounting principles. Because the cost of internal controls should not outweigh
their benefits, the State’s comprehensive framework of internal controls has been designed
to provide reasonable, rather than absolute, assurance that the financial statements are
free from material misstatements. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material respects.

The State of West Virginia’s financial statements have been audited by Ernst & Young
LLP. The independent auditors concluded, based upon their audit and the reports of other
auditors, that there was a reasonable basis for rendering an unqualified opinion.

Profile of the Government

The State of West Virginia provides a full range of services including: education, social
and health services, transportation, public safety, conservation of natural resources, and
economic development. In addition to general government activities, this report includes
various discretely presented component units which are financially accountable to the
State, or for which the nature and significance of their relationship with the State are such
that their exclusion would cause this report to be misleading or incomplete. The criteria
used to determine financial accountability of a particular entity are the appointment by a
state official of a voting majority of the entity’s governing body and (1) the ability of the
State to impose its will on that entity or (2) the potential for the entity to provide specific
financial benefits to or impose specific financial burdens on the State. See Note 1 (Summary
of Significant Accounting Policies) for a comprehensive discussion of the criteria used in
determining the State’s financial reporting entity.

Budgetary control is maintained through legislative appropriations and the Executive
Branch quarterly allotment process. Agencies submit budgetary requests to the State
Budget Office. The State Budget Office compiles the Executive Budget on behalf of the
Governor, who submits it to the Legislature. After the approval of the budget, the State
Budget Office maintains control over the spending patterns of the State at the activity
level and by use of the quarterly allotments. The State Auditor exercises control over
spending at the annual appropriation level. All appropriations, except funds which are
reappropriated, expire 31 days after fiscal year-end.

X1
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Economic Conditions and Outlook

The State of West Virginia continues to maintain a stable yet progressive economic outlook
due to sound fiscal policies. The State is poised to enter into a new and dynamic chapter of
economic growth with a strong diversified economy.

By staying the course of efficient business practices, West Virginia closed its 2012 fiscal
year with a surplus of $102 million, the seventh year in a row with a surplus and no tax
increases. While most states borrowed federal funds to pay unemployment compensation
benefits, West Virginia was one of 18 states that was fiscally able to maintain its benefit
structure.

West Virginia’s Rainy Day Fund was fourth best in the country, as a percentage of the
State’s General Revenue appropriations, at 20 percent. Should the Rainy Day Fund balance
exceed 10 percent of the General Revenue Fund appropriations as of July 1, 2013, the
corporate net income tax rate will fall from 7.0 percent to 6.5 percent in 2014. During the
first half of FY 2013, West Virginia revenue collections were close to original estimates.

The State of West Virginia completed 22 construction projects and started 20 more, with
costs 1n excess of $5 million, including portions of the King Coal Highway, West Virginia
10, Corridor H, and six-lane widening of Interstates 64 and 81. The State has also completed
preservation projects including major reconstruction of a section of Interstate 79 and the
replacement of the Dick Henderson Bridge. The 22 new projects have a combined
construction cost of $380 million.

Federal transportation legislation, Moving Ahead for Progress in the 21t Century (MAP-
21), was recently passed and provides the State stable transportation funding at a reduction
of approximately $30 million for the next two years. This legislation provides stability for
highway construction planning.

Long-term Financial Planning and Relevant Financial Policies

To sustain financial effectiveness, the State was open to innovative opportunities that
were made available. Fiscal planning and efficient management relating to these
opportunities have resulted in positive results.

West Virginia has thrived on traditional energy and manufacturing industries, such as
coal, chemicals and polymers, aerospace, automotive, and wood products. All of these remain
valued contributors to the State’s economy.

Today the State’s economy is one that also includes innovation-driven, technology-based
businesses, piloted by a highly skilled West Virginia workforce. Emerging sectors include
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biometrics and biomedical technology, advanced energy, distribution and business and
information services.

Since 2005, more than $20 billion worth of new business investments have been made in
the State’s economy, including more than $6 billion since 2010.

Global companies and organizations have selected West Virginia for their expansions
because of its business climate and productive workforce. Below are some examples of this
economic growth in our state:

*  Gestamp West Virginia started small-scale, cold-line product production and is
installing new hot stamping lines. Within five years, Gestamp plans to invest at
least $100 million and create a minimum of 400 jobs in the South Charleston plant.
Gestamp is an international manufacturer of metal components and structural
systems for the automotive industry.

+  Toyota is investing $45 million in the Toyota Motor Manufacturing West Virginia
facility in Buffalo to boost transmission production. The expansion, scheduled for
completion by July 2013, will increase employment at the West Virginia plant to
1,200 and Toyota’s total investment to $1.3 billion.

*  Hino Motors Manufacturing USA announced it is making nearly $6 million in direct
and indirect investments in its Williamstown assembly plant. The facility assembles
Class 6 and 7 medium duty trucks.

*  Wheeling-Nisshin, one of the country’s largest hot-dip coating mills, announced plans
to invest $28 million to expand operations at its Follansbee facility in preparation
for the production of the new steel product, ZAM®. The new project will be the
Follansbee facility’s third major expansion in 25 years.

*  Williams Partners L.P., which acquired Caiman Energy assets in 2012, announced
that the natural gas company will invest $1.34 billion between now and 2014 in
West Virginia’s Northern Panhandle. In January 2012, Williams Partners joined
with Caiman Energy II as part of a joint venture to develop midstream infrastructure
facilities, an investment of more than $800 million to develop processing
infrastructure.

*  Rubberlite Inc. celebrated the $5.7 million expansion of its facility in Huntington.
Rubberlite is a leader of converted cellular rubber and plastic products and
manufacturer of custom-engineered polyurethane foams.

*  Macy’s officially opened its 1.3 million-square-foot fulfillment center in Martinsburg.
The $150 million center is expected to create 900 permanent full-time, 300 permanent
part-time and 700 temporary seasonal jobs within the next five years.
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*  Constellium, a world leader in the manufacturing of high-quality aluminium
products, celebrated the commissioning of the new 30 million-pound stretcher in its
Ravenswood plant. The rebuild represents a $46 million investment.

American Woodmark, a leading manufacturer and distributor of kitchen and bath
cabinets, plans to invest $15.2 million in the building and equipment for its South
Branch manufacturing operation in Moorefield.
These investments reflect the diversified nature of the economy that West Virginia is
building. West Virginia is well-positioned as the ideal location for new and expanding
companies that want to create good jobs in the State. West Virginia provides access to:

+ Skilled and flexible workforce that has earned a reputation for dedication, loyalty
and low absenteeism;

*  Low manufacturing-industry employee turnover rate;

*  Cost of doing business that is 14 percent lower than the U.S. average and tied for
fourth lowest in the country (Moody’s North American Business Cost Review);

+ Utility rates among the lowest in the nation;

+ A strategic location within an eight-hour drive to more than halfthe U.S. population
and more than one-third of the Canadian market;

*  Community College technical system that is highly responsive to business and
workforce needs;

+ A State that led the nation in the percentage of growth in exports, reaching a record
level of $9 billion; and

+  High quality of life, low cost of living and unparalleled outdoor recreational activities.
Major Initiatives

The State of West Virginia has focused on several major initiatives during FY 2012. Some
of these initiatives are outlined below:

Pro-Growth Tax Reforms

West Virginia removed approximately $130 million of business tax burden in FY 2012
and more than $470 million during the past six years.
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The following reduced business taxes help boost investment in the State’s economy:

+ A series of phased business tax rate reductions has resulted in a current corporate
tax rate of 7.0 percent. As of June 2012, corporations have realized a $22 million tax
reduction. Corporations are expected to save more than $53 million per year when
the rate reductions are fully implemented. The tax will be reduced to 6.5 percent by
2014;

* The business franchise tax rate has been reduced to 0.2 percent. There will be an
annual phased reduction in the tax and it will be eliminated in 2015. From the time
the first reduction was made, until the eventual elimination, taxpayers will have
saved an estimated $150 million; and

+ West Virginia offers a variety of tax credits, exemptions and special valuations for
new and existing companies. Credits for manufacturers and research and
development companies can offset up to 100 percent of the State’s business taxes.
There are special valuations on aircraft, high tech, pollution abatement equipment
and property tied to specified customer supplier relations, which can dramatically
reduce property taxes; and exemptions for manufacturers can eliminate sales tax
for goods used in manufacturing. There are new tax credit programs that are now
available for customer fulfillment and distribution centers as well as ethane cracker
facilities.

Energy Initiatives

Energy stands as one of the traditional strengths of West Virginia’s economy. The State
leads the nation with its advanced energy research and a diverse energy portfolio that
includes not only coal, but wind, hydro, geothermal, biomass, and solar. The West Virginia
Energy Blueprint calls for the environmentally responsible development of all forms of
feasible energy technologies.

The State has long been, and remains today, one of America’s leading producers of electricity.
Two-thirds of the electricity West Virginia generates is exported to the rest of the country.
The State ranks third in the country in net interstate sales of electricity and remains a
leader in low-cost energy.

West Virginia ranks among the world’s top 10 most attractive jurisdictions for oil and gas
development, according to a survey released by the Fraser Institute’s Global Petroleum
Survey.

West Virginia’s designation takes on even more significance with the discovery of vast gas
reserves in the Marcellus and Utica Shale formations beneath portions of the Appalachian
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region. The State’s 6,000-foot-deep Marcellus Shale gas fields are believed to contain more
than 84 trillion cubic feet of recoverable natural gas, one of the world’s largest natural gas
fields.

State Park Enhancements

The State’s park system is recognized as a leader in park systems in the United States and
features a multitude of full-service restaurants, developed campgrounds, vacation lodges,
golf courses, cabins and cottages ranging from pioneer to contemporary styles, conference
centers, a tourist railroad, aerial tramways, rail trails, an island, and a major ski resort.

The park system today also serves as a strong foundation for the growing tourism industry
as destination locations. Structures and complex recreational areas are the heartbeat of
revenue generators for the system. Still, through the years, the system has never lost
focus on protecting natural resources, promoting pure outdoor recreation (hiking, fishing,
biking, picnicking, canoeing, etc.) and educating visitors about the natural world.

The 2012 fiscal year brought challenges which were new to the park system’s eight decades
of service, including the June 29 derecho and the October 29 Superstorm Sandy. These
two massive storms alone created power outages and physical damage affecting every park.

On the positive side, the park system’s extensive rebuild of the Canaan Valley Resort
State Park lodge and ski area continues with an opening date of late 2013. Little Beaver
State Park campground completed its first full year of operation bringing much needed
camping availability in Southern West Virginia in the Beckley/I-64 area. Blackwater Falls
opened an additional 13 four-bedroom cabins, for a cabin inventory of 39, at this popular
Tucker county destination. Events, activities, and information for all the parks are
maintained at www.wuvstateparks.com.

Workers’ Compensation Reforms

Since West Virginia privatized its workers’ compensation market in 2006, the loss costs
have decreased in the aggregate by 60.9 percent, which includes an aggregate reduction of
9.1 percent in 2012. This action has resulted in significant savings to employers. The
workers’ compensation market is competitive with more than 240 carriers offering workers’
compensation coverage.

Prior to the privatization, the unfunded lLiability for the State’s workers’ compensation
fund exceeded $3 billion. A plan was adopted to eliminate the unfunded liability and
dedicate revenues from severance taxes, personal income taxes and specific lottery proceeds
to eliminate the debt. Annually, the State allocates approximately $247 million to reduce

xvi



West Virginia

the unfunded liability. As of July 1, 2012, the unfunded liability for the Old Fund is $825
million. Projections show the unfunded liability may be eliminated as early as FY 2016.

A 14.3 percent decrease in workers’ compensation residual market insurance rates took
effect on November 1, 2012.

Environment Protection Initiatives

The State Revolving Fund Program loaned approximately $85.4 million during fiscal
year 2012 to public utilities to assist them with improving or replacing wastewater
treatment infrastructure in communities around the State. These loans are usually made
at very low interest, and in some cases, with no interest over a 20- to 40-year period to
these communities.

The Abandoned Mine Lands (AML) program solicited for 38 AML reclamation projects at
a cost of $26 million and participated in the construction of four waterline construction
projects at a cost of $3 million. These waterline projects brought drinking water to citizens
whose drinking water was affected by mining activity that occurred before the Federal
Mining Act in 1977 that requires companies to reclaim the land when mining is ceased.

From November 2010 to June 30, 2012, the State’s Division of Water and Waste
Management helped secure 59 grants totaling $4.6 million to local governments, groups,
watershed associations and nonprofit organizations to implement nonpoint source pollution
outreach, education, monitoring and water quality improvements.

Strong Financial Performance

West Virginia’s credit rating on its general obligation debt has been upgraded, enabling
the State to borrow money at a lower interest rate. Moody’s Investors Service upgraded
the credit rating to “Aal.” Fitch Ratings also raised its rating of the State’s general
obligation debt from “AA” to “AA+,” the second highest rating possible. Fitch cited “the
State’s consistently positive financial operations, including the expansion of reserves...”
and both agencies cited West Virginia’s commitment to reducing long-term liabilities.

Conclusion

West Virginia’s upward trend of fiscal management practices during the 2012 fiscal year
placed the State in a positive position for the upcoming fiscal year. The leadership team of
Governor Earl Ray Tomblin and the members of the State Legislature ensure that financial
and strategic decisions are made so that the State may accomplish the goals and objectives
to keep West Virginia as a competitive state for businesses and jobs, while providing the
programs and services of its citizens.
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Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the State of
West Virginia for its CAFR for the fiscal years ended June 30, 1995 through 2011. The
Certificate of Achievement is a prestigious national award recognizing conformance with
the highest standards for preparation of state and local government financial reports.

A Certificate of Achievement is valid for a period of one year only. We believe our current
report continues to conform to Certificate of Achievement Program requirements, and we
are submitting it to the GFOA. Other State entities that have been awarded the Certificate
of Achievement include the Board of Risk and Insurance Management, the Public
Employees’ Insurance Agency, the Department of Transportation, the Housing
Development Fund, the Parkways Authority, the West Virginia Lottery, the Board of
Treasury Investments, and the West Virginia Prepaid College Plan.

Acknowledgments

The annual budget document, prepared by the State Budget Office, provides additional
information related to budget priorities and goals, including acknowledgment of significant
accomplishments of various agency programs. The budget document has received the
GFOA’s Award for Distinguished Budget Presentation Program for the fiscal years 1997
through 2013 budgets.

The CAFR is an example of the Governor’s unwavering beliefin, and commitment to, the
State’s financial accountability. Acknowledgment is given to the Legislature and its
leadership for their commitment to sound budgeting and to meeting the financial
obligations of the State. This report would not be possible without the support of all West
Virginia state agencies. The State’s continued success directly depends upon their
cooperation and support.

Sincerely,

e o

Ross Taylor
Cabinet Secretary
Department of Administration
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Report of Independent Auditors

The Honorable Earl Ray Tomblin, Governor
of the State of West Virginia

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the State of West Virginia (the State) as of and for the year ended June 30, 2012, which
collectively comprise State’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the State’s management. Our responsibility is to express opinions on these
financial statements based on our audit. We did not audit the financial statements of certain entities within the
governmental activities, the business-type activities, the aggregate discretely presented component units,
certain major funds, and the aggregate remaining fund information, which represent 60 percent of total assets,
82 percent of net assets, and 14 percent of total revenues for the governmental activities; 82 percent of total
assets, 85 percent of net assets, and 53 percent of total revenues for the business-type activities; 100 percent of
total assets, 100 percent of net assets, and 100 percent of revenues for the aggregate discretely presented
component units; 86 percent of total assets, 62 percent of net assets, and 99 percent of revenues of
Transportation; 100 percent of total assets, 100 percent of net assets, and 100 percent of revenues of each of the
following major funds—Tobacco Settlement Finance Authority, Water Pollution Control, Workers’
Compensation, Unemployment Compensation, and West Virginia Infrastructure and Jobs Development
Council; and 87 percent of total assets, 89 percent of net assets/fund balance, and 49 percent of the total
revenues/additions for the aggregate remaining fund information, respectively. Those financial statements were
audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates
to the amounts included for certain entities within the governmental activities, business-type activities,
aggregate discretely presented component units, certain major funds, and certain entities within the aggregate
remaining fund information, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an audit of the State’s internal
control over financial reporting. Our audit included consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the State’s internal control over financial reporting. Accordingly,
we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management and evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of West Virginia as of June 30, 2012, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in conformity
with US generally accepted accounting principles.

A member firm of Ernst & Young Global Limited
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Accounting principles generally accepted in the United States require that management’s discussion and
analysis on pages 4 to 18, budgetary comparison information and pension funding information on pages 170
through 178 be presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the State’s basic financial statements. The accompanying supplementary information, such as the
combining and individual nonmajor fund financial statements is presented for purposes of additional analysis
and are not a required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States. In our opinion, the information is fairly stated in all material respects
in relation to the financial statements as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the State’s basic financial statements. The accompanying introductory section and statistical section
are presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

St + MLLP

January 31, 2013

A member firm of Ernst & Young Global Limited



West Virginia

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the State of West Virginia’s Comprehensive Annual Financial Report
presents management’s discussion and analysis of the State’s financial performance during
the fiscal year ended June 30, 2012. Please read it in conjunction with the transmittal
letter in the Introductory Section of this report and the State’s financial statements, which
follow this section.

FINANCIAL HIGHLIGHTS
Government-wide:

The assets of the primary government exceeded its liabilities at the close of the fiscal year
by $10.5 billion, reported as net assets. Governmental activities reported $9.2 billion in
net assets, a $980 million decrease, down 9.6% from last year, while the business-type
activities reported net assets of $1.3 billion, a $287 million increase.

Fund Level:

At year-end, the governmental funds reported combined ending fund balances of $1.83
billion, a decrease of $1 billion, or 36% lower than the prior year. The unrestricted fund
balance, including the committed, assigned, and unassigned balances, was $601 million.
The nonspendable balance was $816 million, and $409 million was restricted to capital
projects, debt service, development tourism and recreation, education, public protection,
and transportation. General Revenue cash surpluses allowed $28 million to be transferred
to the Revenue Shortfall Reserve Fund (Rainy Day Fund); this transfer was down from the
previous year by $122 million.

Other Postemployment Benefits

In compliance with Senate Bill No. 469 for fiscal year 2012, the State assumed the $715
million in Other Postemployment Benefits (OPEB) annual required contribution liability
from the county boards of education. During February 2012, the bill was passed granting
Other Postemployment Benefits Liability relief to the State’s fifty-five county boards of
education effective July 1, 2012. The law, in effect, requires the State to cover any amount
of the respective employers’ annual required contribution allocated and billed to the county
boards on or after July 1, 2012, and any amount of the employer annual required
contribution allocated and billed to the county boards prior to that date for employees who
are employed as professional employees, as service personnel, or as professional student
support personnel within the limits authorized by this law. The State also identified a
supplemental funding source that is expected to begin in fiscal year 2016 at a rate of $30
million per year.
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Long-Term Obligations:

There was a net decrease in the State’s long-term obligations of $127 million. The
Governmental Activities decreased by $26 million and the Business-type Activities
decreased by $101 million. The favorable rates in the bond market prompted major
refinancing of general obligation bonds, revenue bonds, and capital leases to reduce the
debt of the State by approximately $103 million.

The insurance and compensation benefits liability decreased $105 million primarily due
to the privatization of the workers’ compensation fund and the stabilization of revenue to
satisfy the declining liability for claims incurred on or before June 30, 2005. See Note 14
for a more detailed explanation about the privatization and funding plan.

See Notes 10 and 11 for more information about bonds, capital leases, and notes payable.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the State of West
Virginia’s basic financial statements. The basic financial statements include: the
government-wide financial statements, fund financial statements, and notes to the financial
statements.

The basic financial statements include two kinds of statements that present different views
of the State. The statement of net assets and the related statement of activities are
government-wide financial statements that provide both long-term and short-term
information about the State’s overall financial status. The remaining statements are fund
financial statements that focus on individual parts of the State’s government, reporting
the State’s operations in more detail than the government-wide statements. The financial
statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of
required supplementary information that presents budgetary comparisons and pension
plans schedule of funding progress as required by the Governmental Accounting Standards
Board (GASB). In addition to these required elements, we have included a combining
financial statements and schedules section that provides details about our nonmajor
governmental funds, nonmajor proprietary funds, fiduciary funds, and nonmajor discretely
presented component units, each of which are added together and presented in single
columns in the basic financial statements.

Government-wide Statements (Reporting the State as a Whole)

The statement of net assets and the statement of activities together comprise the
government-wide statements, which report information about the State as a whole using
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the full accrual basis of accounting similar to those used by private-sector companies. This
means all revenues and expenses are recognized regardless of whether cash has been
received or paid, and all assets and liabilities, including capital assets and long-term debt,
are reported at the entity level.

The government-wide statements report the State’s net assets, the difference between total
assets and total liabilities, and how they have changed from the prior year. In evaluating
the State’s overall condition, additional nonfinancial factors should be considered, such as
the State’s economic outlook, changes in its demographics, and the condition of its capital
assets, including infrastructure.

The activities on the government-wide financial statements are divided into three
categories:

e Governmental activities — Most of the State’s basic services are included under
these activities, such as education, health and human resources, military affairs
and public safety, judicial, and administration. Personal income taxes and
consumer sales taxes finance most of these activities.

e Business-type activities —'The State charges fees to customers to help it cover all
or a significant portion of the costs of certain services it provides. The Public
Employees’ Insurance Agency and the Board of Risk and Insurance Management,
among other funds, are examples of these activities.

e Component units — The State includes several other entities in its report for
which it is financially accountable, such as the West Virginia Housing
Development Authority; West Virginia Lottery; Parkways Authority; and Higher
Education. Separately issued financial statements are also available for these
component units.

Fund Financial Statements

The fund financial statements provide more detailed information about the State’s major
funds, not the State as a whole. Funds are accounting devices that the State uses to track
specific sources of funding and spending for particular purposes. Certain funds are required
by the West Virginia Constitution and others are required by bond covenants. The State
Legislature establishes other funds to control and manage money for particular purposes
or to show that certain taxes and grants are used properly.

The State has three kinds of funds:

e Governmental funds — Most of the State’s basic services are included in
governmental funds, which focus on (1) cash and other financial assets that may
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readily be converted to cash flow in and out and (2) the balances left at year-end
available for spending. Consequently, the governmental funds statements
provide a detailed short-term view to help determine whether there are more or
fewer financial resources that may be spent in the near future to finance the
State’s programs. Because this information does not encompass the additional
long-term focus of the government-wide statements, we provide additional
information on the pages immediately following each statement, explaining the
relationship (or differences) between them and the government-wide statements.

*  Proprietary funds — Proprietary funds include enterprise funds and internal
service funds. They account for state activities that are operated in a manner
similar to private-sector businesses. Like the government-wide statements,
proprietary fund statements are presented using the accrual basis of accounting
and provide both long- and short-term financial information. Services for which
the State charges external customers a fee are generally reported in enterprise
funds. Activities where customers are mostly other state agencies are accounted
for in internal service funds. The internal service funds are consolidated with
the governmental activities on the government-wide statements because they
predominantly benefit the governmental rather than business-type activities.

e Fiduciary funds — Fiduciary funds account for assets held for the benefit of parties
outside of state government. The State is the trustee, or fiduciary, for its
employees’ pension plans and other assets that, because of a trust arrangement,
can be used only for the trust beneficiaries. The State is responsible for ensuring
that the assets reported in these funds are used for their intended purposes. All
of the State’s fiduciary activities are reported in a separate statement of fiduciary
net assets and a statement of changes in fiduciary net assets, where applicable.
These funds are excluded from the State’s government-wide financial statements
because the State cannot use these assets to finance its operations.

Reconciliation Between Government-wide and Fund Statements

The financial statements contain schedules that reconcile the differences between the
government-wide financial statements (long-term focus, accrual accounting) and the fund
financial statements (short-term focus, modified accrual accounting). The following
summarizes the primary differences between modified accrual to accrual accounting:

e Capital assets and long-term debt are included on the government-wide
statements, but are not reported on the governmental fund statements.

e  (Capital outlay spending results in expenditures on the governmental fund
statements; however, on the statement of activities, the cost of capital assets is
allocated over their useful lives as depreciation expense. The excess of capital
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outlay over depreciation expense is included on the government-wide statement
of activities.

e Repayment of long-term debt is reported as an expenditure in the governmental
funds, but the repayment reduces the long-term liabilities on the government-
wide statement of net assets.

* Internal service funds are used by management to charge the costs of certain
activities to individual funds. The assets, liabilities, and net revenue of the
internal service funds are reported with governmental activities on the
government-wide statements.

e (Certain tax revenues that are earned, but not available, are reported as revenue
on the government-wide statements, but are deferred revenue on the
governmental fund statements.

*  Some revenues and expenses reported in the statement of activities do not provide
or require the use of current financial resources and, therefore, are not reported
as revenues and expenditures in the funds.

Notes to the Financial Statements

The notes provide additional schedules and information that are essential to a complete
understanding of the financial statements. The notes apply to both the government-wide
financial statements and the fund financial statements.

Required Supplementary Information

Following the basic financial statements is the required supplementary information related
to budgetary comparison schedules for the governmental funds with legally adopted annual
budgets and a schedule of funding progress for pension plans along with notes with
explanatory information.

Combining Financial Statements and Schedules
The combining financial statements and schedules include combining statements for the

State’s nonmajor governmental funds, nonmajor proprietary funds, fiduciary funds, and
nonmajor discretely presented component units.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

The State’s combined net assets, governmental and business-type, decreased $693 million
over the course of this fiscal year’s operations. The net assets of the governmental activities
decreased $980 million and the net assets of the business-type activities had an increase of
$287 million. The overall decrease in the State’s net assets is primarily a result of the
increase in the OPEB liability, including $715 million from the county boards of education,
offset by the reduction of the Workers’ Compensation Fund deficit (see Notes 13 and 14 for
more information).

Net Assets as of June 30
(Expressed in Thousands)

Governmental Business-type Total Primary
Activities Activities Government
2012 2011 2012 2011 2012 2011
Current and Other Assets $ 5,475,838 $ 5,675,395 $3,741,517 $3,552,448 $ 9,217,355 $ 9,227,843
Capital Assets 9.171.306 9.138.520 4,555 6.200 9.175.861 9.144.720
Total Assets 14,647,144 14,813.915 3,746,072 3,558,648 18.393.216 18,372,563
Current and Other Liabilities 2,765,273 1,933,039 442,721 440,141 3,207,994 2,373,180
Long-term Liabilities 2.674.161 2.692.951 2.027.557 2,129,506 4,701,718 4,822,457
Total Liabilities 5,439,434 4.625.990 2,470,278 2,569,647 7.909.712 7,195,637
Net Assets:
Invested in Capital Assets,

Net of Related Debt 8,404,751 8,288,909 4,555 6,200 8,409,306 8,295,109
Restricted 504,680 551,892 1,721,727 1,551,461 2,226,407 2,103,353
Unrestricted (Deficit) 298.279 1,347,124 (450,488) (568,660) (152,209) 778,464

Total Net Assets $9,207,710 $10,187,925 $1,275,794 $ 989,001 $10,483,5604  $11,176,926
Net Assets

The largest component of the State’s net assets is the amount invested in capital assets
(e.g., land, buildings, equipment, infrastructure, and others), less any related debt
outstanding needed to acquire or construct the assets. Capital assets are used to provide
services to citizens; therefore, they are not available for future spending or to pay off their
related liabilities. Capital assets, net of related debt, increased $114 million primarily due
to the acquisition of rights of way and the construction of roads and bridges. The addition
of the OPEB liability for the county boards of education of $715 million (see Note 13 for
more information) was the primary driver in the decrease in unrestricted net assets
from $778 million to ($152) million. The total OPEB liability went up from $619 million
to $1.6 billion.

Restricted net assets comprise 21.2% of total net assets and are subject to constitutional, legal,
or external constraints on how they can be used. Net assets that are restricted include funds
for construction projects, debt service, lending activities, insurance activities, transportation,
public protection, and economic development and tourism programs of the State.
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Changes in Net Assets

The chart below represents financial information derived from the government-wide
statement of activities and reflects the State’s total revenues, expenses, and changes in net
assets for the years ended June 30, 2012 and 2011 (expressed in thousands):

Governmental Business-type Total Primary
Activities Activities Government
Revenues 2012 2011 2012 2011 2012 2011
Program Revenues:
Charges for Services $ 437,800 $ 437,987 $1,125,640 $1,175,880 $ 1,563,440 $ 1,613,867
Operating Grants and Contributions 4,049,305 4,278,895 — — 4,049,305 4,278,895
Capital Grants and Contributions 576,948 628,978 — — 576,948 628,978
General Revenues:
Personal Income Tax 1,790,146 1,657,258 — — 1,790,146 1,657,258
Consumer Sales Tax 1,216,561 1,150,887 — — 1,216,561 1,150,887
Business Taxes 905,515 977,252 — — 905,515 977,252
Transportation Taxes 594,871 574,949 — — 594,871 574,949
Other Taxes 509,357 437,363 — — 509,357 437,363
Lottery Revenue 497,874 408,974 57,000 51,000 554,874 459,974
Other Revenues 235,349 258,277 72,999 168,304 308,348 426,581
Total Revenues 10,813,726 10,810.820 1.255.639 1.395.184 12,069,365 12,206,004
Program Expenses:
Legislative 36,722 31,721 — — 36,722 31,721
Judicial 140,515 130,104 — — 140,515 130,104
Executive 216,356 325,389 — — 216,356 325,389
Administration 320,377 260,298 — — 320,377 260,298
Commerce 231,178 217,334 — — 231,178 217,334
Environmental Protection 204,158 174,211 — — 204,158 174,211
Employment Programs 51,595 58,312 — — 51,595 58,312
Education 3,757,725 2,839,216 — — 3,757,725 2,839,216
Health and Human Resources 4,402,259 4,317,911 — — 4,402,259 4,317,911
Military Affairs and Public Safety 491,717 441,523 — — 491,717 441,523
Revenue 91,344 82,820 — — 91,344 82,820
Transportation 1,299,400 1,035,601 — — 1,299,400 1,035,601
Veterans Assistance 27,019 — — — 27,019 —
Senior Services 47,561 47,186 — — 47,561 47,186
Regulatory Board and Commissions 92,662 33,328 — — 92,662 33,328
Interest on Long-term Debt 125,105 135,443 — — 125,105 135,443
Workers’ Compensation Fund — — 147,230 179,803 147,230 179,803
Unemployment Compensation — — 365,323 444,036 365,323 444,036
West Virginia Infrastructure
and Jobs Development Council — — 18,503 16,024 18,503 16,024
Water Pollution Control Revolving Fund — — 5,740 26,723 5,740 26,723
Public Employees’ Insurance Agency — — 524,789 527,830 524,789 527,830
Board of Risk and Insurance Management — — 57,288 37,624 57,288 37,624
Other Nonmajor Business-type — — 108.221 101,937 108,221 101,937
Total Expenses 11,535,693 10,130,397 1.227.094 1.333.977 12,762,787 11,464,374
Increase (Decrease) in Net Assets Before Transfers (721,967) 680,423 28,545 61,207 (693,422) 741,630
Transfers (258,248) (244,759) 258,248 244,759 — —
Increase (Decrease) in Net Assets (980,215) 435,664 286,793 305,966 (693,422) 741,630
Net Assets, Beginning of Year, as Originally Reported 10,187,925 9,752,261 989.001 719,418 11,176,926 10,471,679
Change in Accounting Principle for
Lottery Reclass — — — (36.383) — (36,383)
Net Assets, Beginning of Year, as Restated 10,187,925 9.752.261 989.001 683.035 11,176,926 10,435,296
Net Assets, End of Year $ 9,207,710 $10,187,925 $1,275,794 $ 989,001 $10,483,504 $11,176,926
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Governmental Activities

The State’s net assets before transfers decreased by $722 million for governmental
activities. Revenues were up $3 million and expenses were up $1.4 billion. Overall tax
revenue was up $219 million from the previous year. Personal income taxes were up $133
million primarily due to an increase in estimated payments from pass-through entities.
Consumer sales taxes were up $66 million due to normal economic growth, GDP in West
Virginia is at 4.5%. These increases in taxes were offset by lower federal revenues. The
conclusion of the American Recovery and Reinvestment Act (ARRA) caused a decline of
$109 million for the State Stabilization Education Fund, and $111 million for operating
grants and contributions for Health and Human Resources (DHHR).

Program expenses were up approximately $1.4 billion in total. Education expenses were
up $919 million, which includes the assumption of the $715 million in OPEB liability from
the county boards of education. Additional education expenses included additional
employees and raises and increased benefits for those already employed in the amount of
approximately $167 million.

DHHR expenses were up $84 million due to health care cost increases. Rates were higher
and more individuals were served. Executive expenses were down $109 million, due to the
end of ARRA stabilization funding for education. The Department of Administration
expenses are up approximately $60 million due to the appropriation of $67 million to the
Teachers’ Retirement System.

The charts on the next page depict revenues and expenses, respectively, of the governmental
activities for the fiscal year. Approximately 41.7% of the total revenues came from personal
Income, consumer sales, business taxes, and transportation taxes, while 42.8% was in the
form of grants and contributions (see Chart A). The State’s governmental activities expenses
include 38.6% for health and human resources and 32.9% for education (see Chart B).

11
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Chart A
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Business-type Activities

Business-type activities increased the State’s net assets by $28.5 million before transfers.
Significant contributors to this change were:

e The Workers’ Compensation Fund’s (WCF) revenue stream remained stable
while the payment stream declined $31 million as claim obligations, incurred
prior to July 1, 2005 were satisfied. An aggressive settlement program as part of
the strategy to eliminate the WCF deficit was implemented in FY 2011. This
marks the seventh consecutive year of deficit reduction progress for the fund
and it is expected to continue in FY 2013. The WCF also recorded a net investment
income of $39 million.

e Public Employees’ Insurance Agency (PEIA) had a $9 million decrease in net
assets. Revenues were stable. Expenses were down $3 million and interest
earnings were down $6 million, due to market conditions.

e Unemployment Compensation (UC) recorded an increase in net assets of $36
million primarily due to the reduction in direct benefits of $79 million.

*  The Water Pollution Control Revolving Fund recorded an increase in net assets
of approximately $52 million, due primarily to increased federal grants to make
loans for water projects, which increase loans receivable.

*  During fiscal year 2012, the State Entities Workers’ Compensation Program
Fund (SEWC) was established to manage workers’ compensation for persons
directly working for the State. The SEWC is a public entity risk pool functioning
as an insurance purchasing pool. The SEWC received a transfer from the Office
of the Insurance Commissioner’s Operating Fund (a special revenue fund) of
$21.6 million to begin operations. The initial year’s operating income was $2 million.

FINANCIAL ANALYSIS OF THE STATE’S FUNDS
Governmental Funds

The focus of the State’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the
State’s financing requirements.

At the end of the current fiscal year, the State’s governmental funds reported an ending
fund balance of $1.83 billion, a decrease of $1 billion in comparison with the prior year.
There was a net increase in revenue of $33 million. Total tax revenues increased by $237
million, including $136 million in personal income tax. Federal revenue decreased $299
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million. Expenses were up by $1.3 billion primarily due to the Education, Health and
Human Resources, and Transportation functions.

Governmental Fund Balances at June 30, 2012
(Expressed in Thousands)

Tobacco

Settlement
General Finance

Fund Transportation Authority
Nonspendable $ 122,483 $47,347 $645,301
Restricted 60,050 17,350 102,721

Unrestricted

Committed 996,659 — —
Assigned 14,117 — —
Unassigned (640,981) (470) —
Total $ 552,328 $64,227 $748,022

The nonmajor governmental funds had a fund balance net decrease of approximately $50
million. The capital projects funds decreased approximately $51 million due to construction
of ongoing projects for the state parks, capital complex, and higher education institutions.
The special revenue fund balance increased by a net $22 million. This increase was
primarily due to the Environmental Protection function receiving additional Capitalization
Grants for Clean Water funding. Restricted fund balance is $229 million, $49 million was
available for debt service, $96 million to fund capital projects, $40 million for development,
tourism and recreation, and $43 million for public protection. Committed fund balance
was $239 million primarily for public protection.

The General Fund is the chief operating fund of the State. At the end of the current fiscal
year, the unassigned fund balance of the General Fund was $(641) million, the assigned
fund balance was $14 million, the committed was $997 million, nonspendable was $122
million, and total fund balance was $552 million. As a measure of the General Fund’s
liquidity, it may be useful to compare both unassigned fund balance and total fund balance
to total fund expenditures. Unassigned fund balance represents (6.6)% of total General
Fund expenditures, while total fund balance represents 5.7% of the same amount.

Cash and investments in the General Fund were down $106.5 million primarily because of
lower Federal revenues which were down $282 million due to the conclusion of ARRA
funding. Tax revenues were up to offset lower federal funding and increased expenses.
Personal income taxes were up $136 million and consumer sales taxes were up $65 million.
Expenditures were $596 million over revenues. Expenses for the executive function were
down $138 million in 2012, primarily due to decreased ARRA funding. Education spending
was up $875 million due to an increase of employees and salaries, and the assumption of
the OPEB for the county boards of education.
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Transportation had a $17 million restricted fund balance and nonspendable fund balance
of $47 million in inventory. Total fund balance was down approximately $104 million from
2011. Transportation revenues were stable. Road maintenance and road operations
expenses were the primary reason for the increased expenditures of $31 million.

The Tobacco Settlement Finance Authority’s fund balance decreased by $22 million due
to amortization of the deferred revenue. Required bond interest of $59 million was paid.
An additional $8.5 million from the Master Settlement Agreement revenue was applied to
reduce the principal.

Proprietary Funds

The State’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail. Proprietary funds are comprised of enterprise
and internal service funds. Enterprise funds are used when services the State provides
are charged to external customers. Internal service funds are used when services are
provided to other state agencies. The six major enterprise funds include the Water Pollution
Control Revolving Fund, Workers’ Compensation Funds, Unemployment Compensation,
West Virginia Infrastructure and Jobs Development Council, Public Employees’ Insurance
Agency, and the Board of Risk and Insurance Management.

Other factors concerning the finances of the major enterprise funds have already been
addressed in the discussion of business-type activities.

GENERAL REVENUE FUND BUDGETARY HIGHLIGHTS

The revenues of the final amended budget did not change from the original. The general
revenue fund budget to actual overall revenue variance was a positive $87.7 million due to
increases in revenue collection in several tax categories. Personal income taxes were higher
by $42 million, consumer sales taxes were up $37 million, severance taxes were up by
$22.5 million, and corporate income/business franchise taxes were up $14.6 million. The
Iincrease is largely attributable to renewed income growth and consumption growth in an
environment with stabilizing employment. There has also been a significant increase in
estimated payments from pass-through entities for both nonresident withholding tax and
business franchise taxes.

The positive variance of the excess of revenues over expenditures was approximately $220
million which resulted from positive revenue variance above and cautious spending. After
expenditures from prior year appropriations, $28 million was deposited into the State’s
Rainy Day Fund.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of 2012, the State had invested $9.2 billion, net of accumulated depreciation, in
a broad range of capital assets shown below. Depreciation expense for the year totaled
$367.6 million.

Capital Assets at Year-End
(Expressed in Thousands)

Total
Governmental Business-type Primary
Activities Activities Government

2012 2011 2012 2011 2012 2011
Land and Improvements $1,118,159 $1,081,208 $ 611 $ 611 $1,118,770  $1,081,819
Building and Improvements 772,516 697,176 808 858 773,324 698,034
Equipment 125,493 122,568 1,193 1,036 126,686 123,604
Library Holdings 1,020 1,102 — — 1,020 1,102
Intangibles 12,402 23,426 1,943 3,695 14,345 27,121
Construction in Progress 929,326 1,135,474 — — 929,326 1,135,474
Infrastructure 6,212,390 6,077,566 — — 6,212,390 6,077,566
Totals $9,171,306  $9,138,520 $4,555 $6,200 $9,175,861  $9,144,720

The total increase, net of disposals and accumulated depreciation, in the State’s investment
in capital assets for the current fiscal year approximated $31 million. The most significant
changes in capital assets during the year were in the Transportation function.
Transportation continues to expand the state road system, focusing primarily on upgrading
existing roadways and completion of Appalachian Highway Corridors. Transportation
had significant construction projects, resulting in net increases of $136 million in
infrastructure and $33 million in land acquisition. The $206 million decrease in construction
in progress was due primarily to the reclassification of complete transportation projects in
the net amount of $177 million, the remaining decrease was due to completion of armory
facilities and state park renovations. Additional information concerning the State’s capital
assets can be found in Note 9 of this report and under the capital assets heading in Note 1.

Long-Term Debt

At year-end the State had $5.9 billion in bonds, capital leases, notes payable, claims and
judgments, compensated absences, pension obligations, and other long-term obligations
outstanding, as shown in the following table. The State’s general obligation bonds are
rated AA by Standard and Poor’s Corporation, AA+ by Fitch Investors Service, and the
Moody’s Investors Service rating is Aal.
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Favorable rates in the bond market prompted major refinancing of general obligation bonds
and revenue bonds to reduce the debt of the State by approximately $85 million. The
increase in accrued and other liabilities of $62.8 million is primarily due to environmental
Liabilities. The Department of Environmental Protection was recently required to increase
the water treatment standards for certain reclamation sites. More detailed information
related to the State’s overall debt position is presented in Note 10 to the financial
statements.

The State’s general obligation debt must be authorized by constitutional amendment. A
proposed amendment must be approved by two-thirds of both the Senate and the House of
Delegates before it can be ratified or rejected by the voters. Once the amendment has
voter approval, the Legislature must pass specific legislation authorizing the issuance of
the general obligation debt. Revenue bonds are issued pursuant to specific statutory
provisions enacted by the Legislature primarily for the purpose of financing capital
construction. Neither the West Virginia Constitution nor its statutes establish a general
limit on any type of debt, although certain agencies have debt limits in their specific Code
sections.

Outstanding Debt at June 30
(Expressed in Thousands)

Total
Governmental Business-type Primary
Activities Activities Government
2012 2011 2012 2011 2012 2011
General Obligation Bonds $ 533,304 $ 580,357 $ — 9 —_ $ 533,304 $ 580,357
Revenue Bonds 1,330,795 1,366,199 113,950 116,319 1,444,745 1,482,518
Capital Leases 280,510 298,718 — — 280,510 298,718
Notes Payable 29,045 32,004 — — 29,045 32,004
Accrued and Other Liabilities 1,122,530 1,066,500 107,169 100,357 1,229,699 1,166,857
Insurance and Compensation Benefits — — 2,179,289 2,284,614 2,179,289 2,284,614
Compensated Absences 104,508 98,762 610 586 105,118 99,348
Pension Obligations 115,265 99,188 — — 115,265 99,188
Totals $3,515,957 $3,541,728 $2,401,018 $2,501,876 $5,916,975 $6,043,604

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

General revenues for FY 2013 are predicted to grow $4.15 billion, or 3.3% above the FY
2012 official revenue estimate, and lottery revenues are expected to drop by approximately
12%. Actual year-to-date FY 2013 general revenue fund collections are 1.8% higher than
collections for the same period in the prior year. The increase in revenue is largely
attributable to a combination of higher energy prices and some pent-up consumption
growth in an environment with stabilizing employment. After losing nearly 30,000 jobs
between peak employment during the third quarter of 2008 and the first quarter of 2010,
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the State’s economy added more than 20,000 jobs over the past 20 months. Personal income
withholding tax revenues are 7.7% above prior year collections, and sales and use tax
receipts are up by 4.4% through the end of November. Employment is forecasted to continue
growing at an average rate somewhere between 0.8% and 1.0% per year during the next 6
years. The State is also benefiting from foreign trade growth and growth in coal prices,
although future uncertainty of foreign markets is a factor.

Most revenue sources are estimated to grow during the six-year forecast; however, lottery
revenues are expected to decline during the next three years due to increased competition
1n neighboring states. Recent tax law changes will also contribute to slower revenue growth.
Sales tax on groceries is phasing out and the coal severance tax will be shared with local
governments starting in FY 2013.

The FY 2013 General Revenue base budget was $125 million higher than FY 2012 with
the biggest increase attributable to the Medicaid program. Increases are also included for
other social services and corrections. Funding is included to fully fund the Public Education
School Aid Formula and allows funding for an additional 252 employees in FY 2013. All
the retirement system obligations will be funded. Although the investments earned over
20% during FY 2011, the “smoothing” of the losses in investments that occurred during FY
2009 will require an increase in the employer match contribution from 14.5% to 15% of
salary costs in FY 2013, costing the State an additional $2.1 million.

The FY 2013 budget includes a six-year plan showing the projected revenues and
expenditures through FY 2017. The goal of the six-year plan is to provide the West Virginia
Legislature and citizens a clear understanding of not only the FY 2013 budget, but also
the larger implications of today’s decisions on the State’s future. Careful budgetary
planning, with an eye on the future budget requirements, will continue to be a fundamental
part of our approach to maintaining balanced budgets while providing necessary services.

CONTACTING THE STATE’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general overview of the State’s finances and to demonstrate the State’s
accountability for the money it receives. If you have any questions about this report or
need additional financial information, contact the Financial Accounting and Reporting
Section, 2101 Washington St. East, Building 17, 3rd Floor, Charleston, WV 25305.
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West Virginia

Statement of Net Assets
June 30,2012

(Expressed in Thousands)

Primary Government
Governmental Business-type Component
Assets: Activities Activities Total Units
Current Assets:
Cash and Cash Equivalents $2,204,155 $1,813,072 $4,017,227 $ 955,356
Investments 880,383 105,730 986,113 310,118
Receivables, Net 797,754 151,875 949,629 172,821
Capital Leases Receivable from
Primary Government — — — 11,888
Due from Other Governments 233,837 2,181 236,018 —
Due from Primary Government — — — 36,738
Due from Fiduciary Funds 74 4,551 4,625 —
Due from Component Units 213,731 1,869 215,600 —
Internal Balances (3,910) 3,910 — —
Inventories 59,279 2,158 61,437 9,289
Other Assets 8,372 9,949 18,321 9,799
Restricted Assets:
Cash and Cash Equivalents 6,313 10,850 17,163 149,203
Investments — — — 12,661
Receivables, Net — 549 549 5,261
Other Restricted Assets — 200,971 200,971 —
Total Current Assets 4,399,988 2,307,665 6,707,653 1,673,134
Noncurrent Assets:
Cash and Cash Equivalents — — — 176,592
Investments — 363,305 363,305 571,195
Receivables, Net — 1,020,089 1,020,089 253,651
Capital Leases Receivable from
Primary Government — — — 263,642
Other Assets 4,992 1,000 5,992 71,043
Advance to Component Units 106,671 — 106,671 —
Net Pension Asset 900,395 — 900,395 —
Restricted Assets:
Cash and Cash Equivalents 63,792 13,469 77,261 61,654
Investments — 35,989 35,989 160,487
Receivables, Net — — — 970,796
Other Restricted Assets — — — 7,886
Land and Other Capital Assets
Not Being Depreciated 2,034,908 611 2,035,519 368,038
Capital Assets, Being Depreciated
(Net of Accumulated Depreciation) 7.136.398 3.944 7,140,342 2,756,901
Total Noncurrent Assets 10,247,156 1,438,407 11,685,563 5,661,885
Total Assets 14,647.144 3.746.072 18,393,216 7.335,019
Liabilities:
Current Liabilities:
Accounts Payable 287,716 4,670 292,386 99,724
Interest Payable 3,960 — 3,960 17,401
Accrued Tuition Contract Benefits — 14,796 14,796 —
Accrued and Other Liabilities 657,015 9,904 666,919 179,998
Due to Other Governments 154,240 4,558 158,798 —
Due to Primary Government — — — 215,600
Due to Fiduciary Funds 1,430,795 2,662 1,433,457 327,050
Due to Component Units 36,453 285 36,738 —
Unearned Revenue 10,150 25,850 36,000 89,453
Premium Deficiency — 31,235 31,235 —
Insurance and Compensation
Benefits Obligations — 346,227 346,227 —
General Obligation Debt 42,069 — 42,069 —
Revenue Bonds Payable 56,680 2,384 59,064 166,395
Capital Leases and Other Debt 14,124 — 14,124 11,572
Capital Leases Payable to Component Units 11,888 — 11,888 —
Compensated Absences 60,183 150 60,333 45,166
Total Current Liabilities 2,765,273 442,721 3,207,994 1,152,359

The accompanying notes are an integral part of the financial statements.
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Primary Government

Governmental Business-type Component
Activities Activities Total Units
Noncurrent Liabilities:
Accrued Tuition Contract Benefits — 82,469 82,469 —
Accrued and Other Liabilities 465,515 — 465,515 145,759
Due to Other Governments 163 — 163 —
Unearned Revenue — — — 2,392
Insurance and Compensation
Benefits Obligations — 1,833,062 1,833,062 —
Advances from Primary Government — — — 106,671
Liabilities Payable from Restricted Assets — — — 89,498
General Obligation Debt 491,235 — 491,235 —
Revenue Bonds Payable 1,274,115 111,566 1,385,681 2,717,975
Capital Leases and Other Debt 19,901 — 19,901 85,511
Capital Leases Payable to Component Units 263,642 — 263,642 —
Net Pension Obligation 115,265 — 115,265 —
Compensated Absences 44,325 460 44,785 4,203
Total Noncurrent Liabilities 2,674,161 2,027,557 4,701,718 3.152,009
Total Liabilities 5,439,434 2,470,278 7,909,712 4,304,368
Net Assets:
Invested in Capital Assets,
Net of Related Debt 8,404,751 4,555 8,409,306 2,017,203
Restricted for:
Capital Projects 159,089 — 159,089 60,944
Debt Service 183,472 — 183,472 440,163
Government Operations 17,065 481 17,546 —
Permanent Funds:
Nonexpendable 1,000 — 1,000 184,975
Expendable 555 — 555 —
Lending Activities — 1,327,719 1,327,719 100,207
Insurance Activities — 393,527 393,527 —
Development, Tourism, and Recreation 56,212 — 56,212 —
Education 2,207 — 2,207 —
Health and Social Services 17,399 — 17,399 —
Public Protection 50,331 — 50,331 —
Transportation 17,350 — 17,350 —
Specific Component Unit Purposes — — — 187,217
Unrestricted (Deficit) 298,279 (450,488) (152,209) 39.942

Total Net Assets $ 9,207,710 $1,275,794 $10,483,504 $3,030,651
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Statement of Activities
For the Fiscal Year Ended June 30,2012

(Expressed in Thousands)

Program Revenues

Charges
for
Functions Expenses Services
Primary Government:
Governmental Activities:
Legislative $ 36,722 $ 1,591
Judicial 140,515 1,024
Executive 216,356 22,093
Administration 320,377 33,180
Commerce 231,178 48,928
Environmental Protection 204,158 61,188
Employment Programs 51,595 —
Education 3,757,725 4,362
Health and Human Resources 4,402,259 90,604
Military Affairs and Public Safety 491,717 11,146
Revenue 91,344 31,729
Transportation 1,299,400 100,700
Veterans Assistance 27,019 —
Senior Services 47,561 1
Regulatory Boards and Commissions 92,662 31,254
Interest on Long-Term Debt 125.105 —
Total Governmental Activities 11,535,693 437,800
Business-type Activities:
Water Pollution Control Revolving Fund 5,740 4,631
Workers’ Compensation Fund 147,230 54,361
Unemployment Compensation 365,323 400,238
West Virginia Infrastructure and
Jobs Development Council 18,503 4,381
Public Employees’ Insurance Agency 524,789 499,236
Board of Risk and Insurance Management 57,288 45,587
Other Activities 108.221 117,206
Total Business-type Activities 1.227.094 1.125.640
Total Primary Government $12,762,787 $1,563,440
Component Units:
West Virginia Lottery $ 1,518,159 $1,457,530
Economic Development Authority 8,032 9,503
Housing Development Authority 131,635 53,210
Parkways Authority 84,276 91,124
Water Development Authority 14,767 14,715
Higher Education 1,886,810 811,313
Regional Jail Authority 90,663 99,185
School Building Authority 107,883 —
Other Component Units 44,347 11,654
Total Component Units $ 3,886,572 $2,548,234

General Revenues:
Taxes:
Personal Income
Consumer Sales
Business
Medicaid
Transportation
Other
Grants and Contributions not Restricted to Specific Programs
Entitlements and Grants
Unrestricted Investment Earnings
Tobacco Settlement Revenue
Payments from State of West Virginia
Lottery Revenues
Miscellaneous
Transfers
Total General Revenues and Transfers

Change in Net Assets
Net Assets, Beginning of Year, as Restated

Net Assets, End of Year

The accompanying notes are an integral part of the financial statements.

Operating
Grants and
Contributions

$ 1,977
640
136,752
45,498
70,004
142,590
51,845
446,297
3,045,355
82,240

9

23,351
2,747

4.049.305

458,309
2,817
4,002
8,522

$ 561,215

Capital
Grants and

Contributions

49,854
519,768
5,321

576,948

136,556

$136,556
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Units
$  (33,154) $  (33,154)
(138,851) (138,851)
(57,511) (57,511)
(239,694) (239,694)
(112,246) (112,246)
(380) (380)
250 250
(3,307,066) (3,307,066)
(1,266,300) (1,266,300)
(348,477) (348,477)
(59,606) (59,606)
(678,932) (678,932)
(21,698) (21,698)
(24,209) (24,209)
(58,661) (58,661)
(125,105) (125,105)
(6,471,640) (6,471,640)
— $ (1,109) (1,109)
— (92,869) (92,869)
— 34,915 34,915
— (14,122) (14,122)
— (25,553) (25,553)
— (11,701) (11,701)
— 8,985 8,985
— (101,454) (101,454)
(6,471,640) (101,454) (6,573,094)
— — — $ (60,629)
— — — 1,471
— — — 9,140
— — — 6,848
— — — (52)
— — — (480,632)
— — — 11,339
— — — (103,881)
— — — (24,171)
— — — (640,567)
1,790,146 — 1,790,146 —
1,216,561 — 1,216,561 —
905,515 — 905,515 —
190,419 — 190,419 —
594,871 — 594,871 —
318,938 — 318,938 —
— — — 738
5,056 — 5,056 —
54,699 66,690 121,389 2,896
63,270 — 63,270 —
— — — 638,860
497,874 57,000 554,874 —
112,324 6,309 118,633 102,933
(258,248) 258,248 — —
5,491,425 388,247 5,879,672 745,427
(980,215) 286,793 (693,422) 104,860
10,187,925 989.001 11,176,926 2,925,791

$ 9,207,710 $1,275,794 $10,483,504 $3,030,651
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GOVERNMENTAL FUNDS
FINANCIAL STATEMENTS

Major Funds

General This Fund is used as the State’s operating fund. It accounts for the
financial resources and transactions that are not accounted for in other funds. The
revenues are from taxes and other general revenues.

Transportation The governmental fund types of the Department of
Transportation (the Department) are included in this Fund. The Division of
Highways has statutory responsibility for the construction, maintenance, and
improvement of all state roads. Transportation expenditures funded by registration
fees, license fees, and automobile privilege taxes (fees and taxes) are recorded in
the State Road Fund within the Division of Highways. These fees and taxes, among
other revenue sources, are collected by the Division of Motor Vehicles, which is
also in the Department. The Department also includes the Division of Public
Transit, which administers all federal and state programs that develop public
transportation facilities, services, equipment, and methods; the West Virginia
Aeronautics Commission, which has general supervision and controls commercial,
state, and municipal airports; and the West Virginia Public Port Authority.

The Tobacco Settlement Finance Authority The Authority was created to
issue revenue bonds related to the State’s portion of the tobacco receipts from the
Master Settlement Agreement between tobacco manufacturers and the covered
states. The revenue bonds were sold June 26, 2007. See Note 10 for more
information.

Nonmajor governmental funds are presented, by fund type, beginning on page 182.
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Balance Sheet
Governmental Funds
June 30, 2012

(Expressed in Thousands)

Assets:
Cash and Cash Equivalents
Investments
Receivables, Net
Due from Other Governments
Due from Other Funds
Due from Component Units
Advances to Component Units
Inventories
Other Assets
Restricted Assets:
Cash and Cash Equivalents

Total Assets

Liabilities:
Accounts Payable
Accrued and Other Liabilities
Deferred Revenue
Due to Other Governments
Due to Other Funds
Due to Component Units

Total Liabilities

Fund Balances:
Nonspendable:
Inventories
Permanent Fund
Receivables
Restricted for:
Capital Projects
Debt Service
Government Operations
Development, Tourism, and Recreation
Education
Health and Social Services
Public Protection
Transportation
Committed to:
Government Operations
Development, Tourism, and Recreation
Education
Health and social Services
Public Protection
Assigned to:
Government Operations
Public Protection
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

Major Special Revenue

General Transportation
$1,593,975 $105,604
751,144 —
578,666 161,920
232,512 —
983 547
212,469 —
106,671 —
11,143 47,347
1,183 1,075
$3,488,746 $316,493
$ 167,968 $ 90,539
589,853 20,626
86,119 248
137,286 2,821
1,919,639 137,154
35,553 878
2,936,418 252,266
11,143 47,347
111,340 —
17,065 —
16,162 —
2,207 —
17,399 —
7,217 —
— 17,350
946,290 —
8,745 —
14,123 —
27,501 —
14,117 —
(640,981) (470)
552,328 64,227

$3,488,746

$316,493

The accompanying notes are an integral part of the financial statements.

Tobacco
Settlement
Finance

Authority

$ 31,540
71,181
35,705

645,299

$783,725

645,301

102,721

748.022

$783,725

Other
Governmental
Funds

$453,543
58,058
9,332
1,325

29

1,000

24

11

1,713

$525,035

$ 15,044
10,986

14,155
22,368
13

62,566

24
1,000

96,637
49,006

40,050
555

43,114

5,504

233,177

1,357
(7.955)

462,469

$525,035

Total

$2,184,662
880,383
785,623
233,837
646,858
213,469
106,671
58,514
2,269

1.713

$5,113,999

$ 273,551
621,465
122,070
154,262

2,079,161
36,444

3,286,953

58,514
1,000
756,641

96,637
151,727
17,065
56,212
2,762
17,399
50,331
17,350

951,794
8,745
14,123
27,501
233,177

14,117
1,357

(649.406)
1,827,046

$5,113,999
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Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Assets
June 30, 2012

(Expressed in Thousands)

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported in
the funds. These assets (excluding Internal Service Funds)
consist of:

Land

Construction in Progress

Infrastructure Assets

Buildings, Equipment, and Other Depreciable Assets
Intangibles

Accumulated Depreciation

Total Capital Assets
The Net Pension Asset is not recognized at the fund level.

Certain tax and other revenues are earned but not available
and therefore are deferred in the funds.

Internal service funds are used by management to charge
the costs of certain activities, such as building rental
and information services, to individual funds. The
assets and liabilities of the Internal Service Funds are
included in governmental activities in the statement
of net assets.

Bonds issued by the State have associated costs that are
paid from current available financial resources in the
funds. However, these costs are deferred on the
statement of net assets.

Some liabilities are not due and payable in the current
period and therefore are not reported in the funds.
These liabilities (excluding Internal Service Funds)
consist of:

General Obligation Bonds

Revenue Bonds

Capital Leases

Compensated Absences

Net Pension Obligations

Accrued Interest Payable and Other Liabilities

Total Long-Term Liabilities

Net Assets of Governmental Activities

The accompanying notes are an integral part of the financial statements.

$ 1,827,046
$ 1,092,124
909,630
11,255,400
1,476,952
13,266
(5.710,536)

9,036,836

900,395

88,891

178,322

10,873
(533,304)
(1,330,795)
(277,223)
(102,815)
(115,265)
(475,251)

(2,834,653)

$ 9,207,710
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Statement of Revenues, Expenditures,
and Changes in Fund Balances

Governmental Funds

For the Fiscal Year Ended June 30, 2012

(Expressed in Thousands)

Major Special Revenue

Tobacco
Settlement Other
Finance Governmental
Revenues: General Transportation Authority Funds Total
Taxes:
Personal Income $1,790,299 $ — $ — $ — $ 1,790,299
Consumer Sales and Use 1,216,286 — — — 1,216,286
Severance 564,327 — — — 564,327
Corporate Net Income 232,266 — — — 232,266
Business and Occupation 123,137 — — — 123,137
Medicaid 176,661 — — — 176,661
Gasoline and Motor Carrier — 408,571 — — 408,571
Automobile Privilege — 186,300 — — 186,300
Other 315,049 3,950 — — 318,999
Intergovernmental 3,368,685 519,768 — 189,480 4,077,933
Licenses, Permits, and Fees 91,097 8,380 — 135,507 234,984
Motor Vehicle Registration — 92,951 — — 92,951
Charges for Services 127,797 — — 9 127,806
Lottery Revenues 462,127 15,000 — 9,995 487,122
Food Stamp Revenue 491,416 — — — 491,416
Investment Earnings 50,824 215 3,931 961 55,931
Other 97,561 37,5627 63,668 10,734 209,490
Total Revenues 9,107,532 1,272,662 67,599 346,686 10,794,479
Expenditures:
Current:
Legislative 32,773 — — 3,958 36,731
Judicial 139,941 — — — 139,941
Executive 216,268 — — — 216,268
Administration 188,356 — 34 1,774 190,164
Commerce 225971 — — 223 226,194
Environmental Protection 12,782 — — 139,852 152,634
Employment Programs — — — 55,969 55,969
Education 3,730,279 — — 30,201 3,760,480
Health and Human Resources 4,425,464 — — 127 4,425,591
Military Affairs and Public Safety 526,653 — — 1 526,654
Revenue 60,976 — — 30,373 91,349
Transportation — 1,009,032 — — 1,009,032
Veterans Assistance 26,599 — — 1 26,600
Senior Services 47,656 — — — 47,656
Regulatory Boards and Commissions 69,499 — — 24,144 93,643
Capital Outlay — 313,043 — 21,003 334,046
Debt Service:
Principal — 57,290 8,515 275,868 341,673
Interest — 20,078 59,425 33,701 113,204
Total Expenditures 9,703,217 1,399,443 67,974 617,195 11,787,829
Excess of Revenues Over (Under) Expenditures (595,685) (126,781) (375) (270,509) (993,350)
Other Financing Sources (Uses):
Face Value of Long-Term Debt Issued — — — 18,615 18,615
Premiums on Bonds Issued — — — 1,025 1,025
Capital Lease Acquisition 2,330 — — 232,435 234,765
Payments to Refunded Bond Escrow Agent — — — (20,935) (20,935)
Transfers In 59,654 22,497 — 88,170 170,321
Transfers Out (313,977) — 21,521) (98.627) (434,125)
Total Other Financing Sources (Uses) (251,993) 22,497 21,521) 220,683 (30,334)
Net Change in Fund Balance (847,678) (104,284) (21,896) (49,826) (1,023,684)
Fund Balances, Beginning of Year, As Restated 1,400,006 168,511 769,918 512,295 2,850,730

Fund Balances, End of Year $ 552,328 $ 64,227 $748,022 $462,469 $ 1,827,046

The accompanying notes are an integral part of the financial statements.
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Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances -
Governmental Funds to the Statement of Activities

For the Fiscal Year Ended June 30, 2012

(Expressed in Thousands)

Net Change in Fund Balances - Total Governmental Funds $(1,023,684)

Amounts reported for governmental activities in the statement of
activities are different because:

Capital outlays are reported as expenditures in governmental funds.
However, in the statement of activities, the cost of capital assets
is allocated over their estimated useful lives as depreciation expense.
In the current period, these amounts are:

Capital Outlay $ 352,232
Depreciation Expense (329,547)
Excess of Capital Outlay Over Depreciation Expense 22,685

Some capital additions were financed through capital leases. In
governmental funds, a capital lease arrangement is considered a
source of financing, but in the statement of net assets, the lease
obligation is reported as a liability. (234,765)

Amortization of other assets and bond premium/discount associated
with long-term debt obligations do not effect current financial
resources and are not reported in the governmental funds. (31,711)

Repayment of long-term debt is reported as an expenditure in
governmental funds, but the repayment reduces long-term liabilities
in the statement of net assets. For the current year these amounts

consist of:
Bond Principal Retirement 111,140
Capital Lease Payments 252,992
Total Long-Term Debt Repayment 364,132

Internal service funds are used by management to charge the costs of
certain activities, such as building and vehicle maintenance and
leasing, data processing, and investment and management of State
moneys, to individual funds. The net decrease in net assets of the
internal service funds is reported with governmental activities. 4,510

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.
Deferred revenues decreased by this amount this year. (475)

Some expenses reported in the statement of activities do not require the
use of current financial resources and therefore are not reported as
expenditures in governmental funds. These activities consist of:

Decrease of Accrued Interest (703)
Decrease of Compensated Absences (5,744)
Decrease of Accrued and Other Liabilities (71,262)
Increase of Net Pension Asset (6,110)
Amortization of Bond Premiums/Discounts and Issuance Costs 2,912
Total Change in Expenditures (80,907)
Change in Net Assets of Governmental Activities $ (980,215)

The accompanying notes are an integral part of the financial statements.
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West Virginia

PROPRIETARY FUNDS
FINANCIAL STATEMENTS

Major Funds

Water Pollution Control Revolving Fund (Water Pollution) Low-interest
loans are made to communities that need to upgrade an existing waste water system,
establishing a new utility or cleaning up the State’s water supply. The Fund is to remain
in perpetuity by recirculating the principal and interest earned from the loans.

Workers’ Compensation Fund On December 31, 2005, the Workers’ Compensation
Commission (WCC) ceased to exist as a separate state entity. The WCC’s regulatory
powers transferred to the Offices of the Insurance Commissioner along with the residual
assets and liabilities of the former WCC. Disbursements from the State’s workers’
compensation fund are related to the liabilities and appropriate administrative expenses
necessary for the administration of all claims, actual and incurred but not reported, for
any claim with a date of injury on or before June 30, 2005.

Unemployment Compensation The Fund is administered by the Bureau of
Employment Programs doing business as WORKFORCE West Virginia. The Fund
receives contributions from employers and provides for the payment of benefits to

eligible unemployed workers under provisions of the Federal Unemployment Tax
Act.

West Virginia Infrastructure and Jobs Development Council The Council
coordinates the review and funding of water, wastewater, and economic development
projects in the State. The proceeds from the Council’s bond programs provide
financial assistance to infrastructure and economic development projects throughout
the State. The primary source of repayment for the revenue and refunding bonds is
the receipt of payments of principal and interest on a set of loans, known as defined
loans, previously made to projects from general obligation and revenue bond
proceeds.

Public Employees’ Insurance Agency The Agency, a public entity risk pool, is
responsible for providing health and life insurance to current and retired state and
county employees. The Agency, empowered to set the premium rates charged to its
participants, utilizes a third-party administrator to process claims and make
payments to doctors and hospitals on a cost reimbursement basis.
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Board of Risk and Insurance Management The Board, a public entity risk
pool, is responsible for the self-insurance of all state buildings, automobiles, and
legal and civil actions, as well as insuring various county and local governments
and charitable organizations. The Board is funded from the premiums assessed to
the organizations it insures.

Nonmajor proprietary funds are presented beginning on page 202.
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Statement of Net Assets
Proprietary Funds
June 30, 2012

(Expressed in Thousands)
Business-type Activities - Enterprise Funds

Water West Virginia
Pollution Infrastructure
Control Workers’ and Jobs
Revolving Compensation Unemployment Development
Assets: Fund Fund Compensation Council
Current Assets:
Cash and Cash Equivalents $118,372 $1,229,526 $140,676 $172,813
Investments — — — 105,730
Receivables, Net 27,621 20,583 59,257 20,965
Due from Other Governments — — 2,181 —
Due from Other Funds 7 — 432 —
Due from Component Units — — 115 —
Inventories — — — —
Other Assets — — — —
Restricted Assets:
Cash and Cash Equivalents — — — —
Receivables, Net — — — —
Other Restricted Assets — — — —
Total Current Assets 146.000 1,250,109 202,661 299,508
Noncurrent Assets:
Investments — — — —
Receivables, Net 463,767 — — 461,564
Other Assets — — — 1,000
Restricted Assets:
Cash and Cash Equivalents — — — —
Investments — — — —
Capital Assets, Net — — — —
Total Noncurrent Assets 463,767 — — 462,564
Total Assets 609,767 1,250,109 202,661 762,072
Liabilities:
Current Liabilities:
Accounts Payable 26 — — 12
Accrued Tuition Contract Benefits — — — —
Accrued and Other Liabilities — 593 1,806 1,358
Premium Deficiency — — — —
Unearned Revenue 4,406 — — —
Due to Other Governments — — 4,558 —
Due to Other Funds 336 — — —
Due to Component Units 19 — — 196
Insurance and Compensation Benefits Obligations — 202,468 29,650 —
Revenue Bonds Payable — — — 2,384
Capital Leases and Other Debt — — — —
Compensated Absences 85 — — —
Total Current Liabilities 4,872 203,061 36,014 3.950
Noncurrent Liabilities:
Accrued Tuition Contract Benefits — — — —
Insurance and Compensation Benefits Obligations — 1,726,232 — —
Revenue Bonds Payable — — — 111,566
Capital Leases and Other Debt — — — —
Compensated Absences 22 — — —
Total Noncurrent Liabilities 22 1,726,232 — 111,566
Total Liabilities 4,894 1.929.293 36,014 115,516
Net Assets:
Invested in Capital Assets, Net of Related Debt — — — —
Restricted for:
Capital Projects — — — —
Government Operations — — — —
Lending Activities 604,873 — — 600,098
Insurance Activities — 146,285 166,647 —
Unrestricted (Deficit) — (825,469) — 46,458

Total Net Assets (Deficit) $604,873 $ (679,184) $166,647 $646,556

The accompanying notes are an integral part of the financial statements.
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Governmental

Public Board of Activities -
Employees’ Risk and Other Internal
Insurance Insurance Enterprise Service

Agency Management Funds Total Funds

$ 65,677 $ 14,718 $ 71,290 $1,813,072 $ 19,493
— — — 105,730 —
15,850 447 7,152 151,875 5,840
— — — 2,181 —
7,251 — 1,221 8,911 8,071
1,596 — 158 1,869 262
— — 2,158 2,158 765
— — 9,949 9,949 222
— 10,850 — 10,850 5,940
— 549 — 549 —
— 200,971 — 200,971 —
90,374 227,535 91,928 2,308,115 40,593
183,309 102,175 77,821 363,305 —
— — 94,758 1,020,089 —
— — — 1,000 —
13,469 — — 13,469 62,452
— 35,989 — 35,989 —
2.055 — 2,500 4,555 134,470
198,833 138,164 175,079 1,438,407 196,922
289,207 365,699 267,007 3,746,522 237,515
455 1,007 3,170 4,670 14,165
— — 14,796 14,796 —
5,616 419 112 9,904 454
31,235 — — 31,235 —
15,950 5,494 — 25,850 —
— — — 4,558 141
391 211 2,174 3,112 10,399
70 — — 285 9
62,778 47,719 3,612 346,227 —
— — — 2,384 —
— — — — 12,657
— — 65 150 —
116,495 54,850 23.929 443,171 37,825
— — 82,469 82,469 —
13,469 89,267 4,094 1,833,062 —
— — — 111,