N Certified Public Accountants Charleston,West Virginia 25301

Office: 304.345.8400

Fax:304.345.8451

October 9, 2014

To the West Virginia Municipal Pensions Oversight Board
Charleston, West Virginia

We have audited the financial statements of the West Virginia Municipal Pensions Oversight Board
(the Board) for the year ended June 30, 2014. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards and Government
Auditing Standards, as well as certain information related to the planned scope and timing of our audit.
We have communicated such information in our engagement letter to you dated June 20, 2014 and by
phone July 24, 2014. Professional standards also require that we communicate to you the following
information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Board are described in Note 2 to the financial statements. We
noted no transactions entered into by the Board during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in
the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The Board's financial statements do not contain any significant or
sensitive estimates.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosure affecting the financial statements is the
disclosure of commitments in Note 9 to the financial statements.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit. We appreciate the courtesy and cooperation extended to us during our audit.

Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified during

the audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. There were no such misstatements detected as a result of our audit procedures.

gandkcpas.com
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Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 9, 2014.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the Board'’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Board's auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.

Other Matters

We applied certain limited procedures to Management’s Discussion and Analysis, which is required
supplementary information (RSI) that supplements the basic financial statements. Our procedures
consisted of inquiries of management regarding 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 did
not audit the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on the Schedule of Statutory Commitments and the forms required by the
State of West Virginia's Financial Accounting and Reporting Section, which accompany the financial
statements but are not RSI. With respect to the supplementary information accompanying the financial
statements, we made certain inquiries of management and evaluated the form, content, and methods of
preparing the information to determine that the information complies with accounting principles generally
accepted in the United States of America, the method of preparing it has not changed from the prior
period, and the information is appropriate and complete in relation to our audit of the financial statements.
We compared and reconciled the supplementary information to the underlying accounting records used to
prepare the financial statements or to the financial statements themselves.
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Restriction on Use

This information is intended solely for the use of the West Virginia Municipal Pensions Oversight
Board and management of the Board and is not intended to be, and should not be, used by anyone other
than these specified parties.

Sincerely,

/77,,&@»4 f famnst Ac.
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INDEPENDENT AUDITOR’S REPORT

To the Members of the
West Virginia Municipal Pensions Oversight Board
Charleston, West Virginia

We have audited the accompanying financial statements of the West Virginia Municipal Pensions
Oversight Board (the Board), a component unit of the State of West Virginia, as of and for the years ended
June 30, 2014 and 2013, and the related notes to the financial statements, which collectively comprise the
Board's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Board as of June 30, 2014 and 2013, and the changes in its financial position and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 5 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 of America, 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.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that comprise
the Board’s basic financial statements. The accompanying schedules as listed in the table of contents on
pages 18 through 22 are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The accompanying information on pages 18 through 22 is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the accompanying
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 9,
2014, on our consideration of the Board’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Board's internal control over financial reporting and
compliance.

-

At f famnet e

Charleston, West Virginia
October 9, 2014



WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

MANAGEMENT'’S DISCUSSION AND ANALYSIS-(Unaudited)

Our discussion and analysis of the Municipal Pensions Oversight Board (the Board) financial performance
provides an overview of the Board'’s financial activities for the fiscal year ended June 30, 2014. Please read it
in conjunction with the Board’s financial statements, which begin on page 6.

Financial Highlights

e The Insurance Premium Tax increased by $357,741 or about 2.1% during fiscal year 2014.
e Distributions to municipal pension plans increased $1,943,311 or about 12% during fiscal year 2014.
e The Board's net position decreased during fiscal year 2014 in the amount of $1,372,539.

Using This Report

This report consists of a series of financial statements. The Statements of Net Position and the
Statements of Revenues, Expenses and Changes in Fund Net Position display and report the Board’s net
position and changes in their position. The Board’s net position, which is the difference between assets and
liabilities, is normally how one would measure the Board’s financial health or financial position. As discussed
later in this management discussion and analysis, a decrease in net position may be a positive sign indicating
that the Board is, in fact, meeting its legal goals and objectives.

The Board as a Whole

The Municipal Pensions Oversight Board is accounted for as a proprietary fund engaged in business-type
activities. The Board is considered a component unit of the State and its financial statements are presented in
the comprehensive annual financial report of the State as a discretely presented component unit.

During the third month of each quarter the Board receives from the West Virginia Insurance Commission a
portion of the Casualty & Fire insurance premiums to distribute, net of operating expenses, to the municipal
police and fire pension plans. In order to receive the premium distribution there must be an actuarial study of
the pension plan, the employer must make the required contributions and an annual report must be provided
to the Board.

Duties of the Board include assisting municipal boards of trustees in performing their duties, assuring the
funds’ compliance with applicable laws, providing for actuarial studies, distributing tax revenues to the funds,
initiating or joining legal actions on behalf of active or retired pension fund members or municipal boards of
trustees to protect the interests of the members in the funds, and taking other actions as may be reasonably
necessary to provide for the security and fiscal integrity of the pension funds.

Our analysis below focuses on the Board’s net position as of June 30, 2014 and 2013 (Table 1) and
changes in the Board’s net position for the years then ended (Table 2).

Table 1
Net Position
ASSETS 2014 2013
Current assets:
Cash and cash equivalents $ 27426882 $ 28,757,317
Capital assets, net 20,029 25,115

$ 27,446,911 $ 28782432




WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

(Continued)

LIABILITIES 2014 2013
Current liabilities $ 128469 $ 91.451
NET POSITION
Net Investment in capital assets $ 20,029 $ 25,115
Restricted by enabling legislation 27,298,413 28,665,866

Total net position $ 27318442 $ 28,690,981

Table 2

Changes in Net Position

Operating revenues:

Insurance premium tax $ 17,185527 $ 16,827,786
Operating expenses:
Distributions to municipal pension plans 18,064,122 16,120,811
Administrative expense 526,887 688,643
18,591,009 16,809,454
Operating income (loss) (1,405,482) 18,332
Non-operating revenues:
Interest and other income 32,943 37,349
Change in net position (1,372,539) 55,681
Net position, beginning of period 28,690,981 28,635,300
Net position, end of period $ 27318442 $  28.690.981

Changes in Net Position

As is noted in table 2 the Board had a change in net position in the amount of ($1,372,539). Although for
most going concerns a negative change in net position might be cause for alarm, however, in the case of the
Municipal Pensions Oversight Board this is actually a positive sign. Each September 1 the Board makes its
annual allocation of net revenues from the prior calendar year to each of the 53 municipal policemen and
firefighters pension plans. The pension plans have up to eighteen months to drawdown their allocation. Since
the major contributing factor to the negative change in net position is the increase in distributions to the
municipal pension plans in the amount of over $1.9 million this indicates that the pension plans made the
required contributions to their plans and were able to draw down their allocation much earlier than the eighteen
month draw down period. In fact, by June 30, 2014 the pension plans had drawn down approximately 86% of
their September 1, 2013 allocation. Drawing down the allocation as soon as possible enables the plans to
invest their funds in more efficient manner. This contributes to the overall financial health of the local
policemen and firefighters pension plans and enables the Board to meet its goals with regard to the
distribution of the allocation and strengthening the local plans.



WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
(Continued)

Other changes in net position which benefit the local policemen and firefighters pension plans is the
increase of the insurance premium tax in the amount of $357,741 and the decrease in operating expenses in
the amount of $161,756. The Board has very little control over the amount of the insurance premium tax
received as it is subject to economic and market conditions. However, the Board did change the timing of the
actuarial reports which was the major contributing factor to the decrease in professional fees expense in the
amount of $186,302 for the year ended June 30, 2014.

Currently Known Facts and Conditions

The Board’s financial position remains stable and does not foresee or plan to engage in any activities that
will have a negative impact on its financial stability.

Requests for Information

This financial report is designed to provide a general overview of the Board’'s operations. Questions
concerning any of the information provided in this report or requests for additional financial information should
be addressed to Blair Taylor, Executive Director, Municipal Pensions Oversight Board, and 1700 MacCorkle
Avenue, SE, Charleston, WV 25314.
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ASSETS

Current assets:
Cash and cash equivalents

Capital assets, net
Total assets

LIABILITIES

Current liabilities:
Accounts payable
Accrued payroll liabilities

Total current liabilities

NET POSITION

Net position:
Investment in capital assets

STATEMENTS OF NET POSITION

June 30, 2014 and 2013

Restricted by enabling legislation

Total net position

2014 2013
$ 27,426,882 $ 28,757,317
20,029 25,115
$ 27,446,911 $ 28,782,432
$ 104,206 $ 69,872
24,263 21,579
128,469 91,451
20,029 25,115
27,298,413 28,665,866
27,318,442 28,690,981

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



WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

Years Ended June 30, 2014 and 2013

2014 2013
Operating revenues:
Insurance premium tax $ 17,185,527 $ 16,827,786
Operating expenses:
Distributions to municipal pension plans 18,064,122 16,120,811
Administrative:
Salaries and wages 204,968 198,937
Employee benefits 57,563 56,207
Professional fees 195,514 381,816
Depreciation 8,524 7,910
Miscellaneous 60,318 43,773
18,591,009 16,809,454
Operating income (loss) (1,405,482) 18,332
Non-operating revenues:
Interest and other income 32,943 37,349
Change in net position (1,372,539) 55,681
Net position, beginning of year 28,690,981 28,635,300
Net position, end of year $ 27,318,442 $ 28,690,981

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



WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

STATEMENTS OF CASH FLOWS

Years Ended June 30, 2014 and 2013

Cash flows from operating activities:
Cash received from insurance premium taxes
Cash paid to municipal pension plans
Cash paid to employees
Cash paid to suppliers

Net cash (used in) provided by operating activities

Cash flows from capital and related financing activities:
Purchase of property and equipment

Cash flows from investing activities:
Investment earnings

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating loss to net cash used
in operating activities:

Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
(used in) provided by operating activities:
Depreciation
Changes in assets and liabilities:
Increase in accounts payable
Increase (decrease) in accrued payroll liabilities

Net cash (used in) provided by operating activities

2014 2013

$ 17185527  $ 16,827,786
(17.960.289) (16.120.811)
(259.847) (256,165)
(325.331) (402.640)
(1,359.940) 48.170
(3.438) :

32043 37,349
(1,330,435) 85,519
28,757,317 28,671,798

$ (1,405,482)

8,624

34,334
2,684

$ (1350940

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

$ 28,757,317

$ 18,332

7,910

22,949
(1,021)

$ 48,170



WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

NOTES TO FINANCIAL STATEMENTS

1 - REPORTING ENTITY

The West Virginia Legislature passed Senate Bill 4007 on November 19, 2009, creating the West
Virginia Municipal Pensions Oversight Board (the Board). The Board was created for the purpose of
monitoring and improving the performance of municipal policemen’s and firemen’s pension and relief
funds to assure prudent administration, investment and management of their funds. Duties of the
oversight board include assisting municipal boards of trustees in performing their duties, assuring the
funds’ compliance with applicable laws, providing for actuarial studies, distributing tax revenues to the
funds, initiating or joining legal actions on behalf of active or retired pension fund members or municipal
boards of trustees to protect the interests of the members in the funds, and taking other actions as may
be reasonably necessary to provide for the security and fiscal integrity of the pension funds. The oversight
board also monitors the performance required of the various funds to qualify to receive distributions of
insurance premium tax revenues pursuant to the West Virginia Code. The Board is considered a
component unit of the State and its financial statements are presented in the comprehensive annual
financial report of the State as a discretely presented component unit.

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Board is accounted for as a proprietary fund engaged in business-type activities. In accordance
with accounting principles generally accepted in the United States of America for governmental entities,
the financial statements are prepared on the economic resources measurement focus and the accrual
basis of accounting which requires recognition of revenue when earned and expenses when incurred.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America (GAAP) requires management to make certain estimates and develop
assumptions that affect the amounts reported in the financial statements and related notes to financial
statements. Actual results could differ from management's estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of demand deposits with the West Virginia State
Treasurer's Office (STO) and short-term interest-earning investments in a State internal investment pool
maintained by the West Virginia Board of Treasury Investments (BTI). The BTI pool is a 2a-7-like pool
carried at amortized cost which approximates the fair value of the underlying securities.

Capital Assets

The Board has adopted a policy of capitalizing assets for individual items exceeding $1,000 in
historical cost value and a useful life greater than one year. These assets include leasehold improvements
and furnishings and equipment. Depreciation is computed using the straight-line method over the
estimated economic useful lives of the assets, which are as follows:

Leasehold improvements 5 years
Furnishings & equipment 5 years
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NOTES TO FINANCIAL STATEMENTS
(Continued)

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accrued Employee Benefits

In accordance with State policy, the Board permits employees to accumulate earned but unused
vacation and sick pay benefits. A liability for vacation pay is accrued when earned. To the extent that
accumulated sick leave is expected to be converted to benefits on retirement, the benefits are funded by
the Board'’s participation in the West Virginia Retiree Health Benefit Trust.

Net Position

Net position is presented as restricted by enabling legislation, or as the investment in capital assets,
which represents the net book value of all capital assets of the Board. Net position restricted by enabling
legislation is required to first be used for the administrative expenses of the Board, with all remaining net
position available for disbursement to the municipal policemen’s and firemen'’s pension and relief funds.
All expenses are incurred for restricted purposes.

Operating Revenues and Expenses

Operating revenues and expenses for proprietary funds such as the Board are revenues and
expenses that result from providing services and producing goods and/or services. Operating revenues
include premium tax revenues. Operating expenses of the Board include administrative expenses and
pension distributions. All revenues not meeting this definition are reported as nonoperating revenues.

3 - CASH AND CASH EQUIVALENTS

At June 30, 2014 and 2013, the carrying amounts of deposits with the STO and the BTI are as follows:

2014 2013
Cash on hand at STO $ 28,268 $ 20,608
Investments with BTI reported as cash equivalents 27,398,614 28,736,709
$ 27426882 § 28.757.317

The State Treasurer has statutory responsibility for the daily cash management activities of the State’s
agencies, departments, boards and commissions and transfers funds to the BTI for investment in
accordance with West Virginia statutes, policies set by the BTI and by provisions of bond indentures and
trust agreements when applicable.

The Board’s cash balances are invested by the BTl in the BTI's West Virginia Money Market Pool.
Investment income is pro-rated to the Board at rates specified by the BTI based on the balance of the
deposits maintained by the Board in relation to the total deposits of all participants in the pool. Such funds
are available to the Board with overnight notice.
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WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

3 - CASH AND CASH EQUIVALENTS (Continued)

Credit risk - Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. The WV Money Market has been rated AAAm by Standard & Poor’s. A fund rated “AAAmM”
has extremely strong capacity to maintain principal stability and to limit exposure to principal losses due to
credit, market, and/or liquidity risks. “AAAmM” is the highest principal stability fund rating assigned by
Standard & Poor’s. The BTl itself has not been rated for credit risk by any organization.

The BTI limits the exposure to credit risk in the West Virginia Money Market Pool by requiring all
corporate bonds to be rated AA- by Standard & Poor’s (or its equivalent) or higher. Commercial paper
must be rated A-1 by Standard & Poor’s and P1 by Moody’s. Additionally, the pool must have at least 15%
of its assets in United States Treasury issues.

The following table provides information on the credit ratings of the West Virginia Money Market
Pool's investments (in thousands):

Credit Rating Carrying Percent
Security Type Moody's S&P Value of Assets
Commercial paper P-1 A-1+ $ 234,951 11.99%
P-1 A-1 772,107 39.40
Corporate bonds and notes Aa3 AA- 20,000 1.02
U.S. agency bonds Aaa AA+ 82,765 4.22
U.S. Treasury notes* Aaa AA+ 185,065 9.45
U.S. Treasury bills * P-1 A-1+ 104,995 5.36
Negotiable certificates of deposit NR AA- 10,000 0.51
P-1 A-1+ 28,000 1.43
P-1 A-1 144,000 7.35
U.S. agency discount notes P-1 A-1+ 207,484 10.59
Money market funds Aaa AAAmM 39 0.00
Repurchase agreements
(underlying securities):
U.S. Treasury notes* Aaa AA+ 93,284 4.76
U.S. agency notes Aaa AA+ 76,900 3.92

$ 1,959,590 100.00%

NR = Not Rated
*U.S. Treasury issues are explicitly guaranteed by the United States government and are not subject to

credit risk.

Interest rate risk - Interest rate risk is the risk that changes in interest rates will adversely affect the
fair value of an investment. The weighted average maturity of the investments of the West Virginia Money
Market Pool cannot exceed 60 days. Maximum maturity of individual securities cannot exceed 397 days
from date of purchase, except for government floating rate notes, which can be up to 762 days. The
following table provides the weighted average maturities for the various asset types in the West Virginia
Money Market Pool.
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NOTES TO FINANCIAL STATEMENTS
(Continued)

3 - CASH AND CASH EQUIVALENTS (Continued)

Weighted

Carrying Average

Value Maturity

Security Type (In Thousands) In Days
Repurchase agreements $ 170,184 1
US Treasury notes 185,065 ‘ 47
US Treasury bills 104,995 44
Commercial paper 1,007,058 33
Certificates of deposit 182,000 51
U.S. Agency discount notes 207,484 38
Corporate bonds and notes 20,000 17
U.S. agency bonds 82,765 74
Money market funds 39 1

Total assets $ 1,959,590

The weighted average maturity of the investments of the West Virginia Money Market Pool as of June
30, 2014, is 36 days.

Concentration of credit risk - West Virginia statutes prohibit the West Virginia Money Market Pool
from investing more than 5% of its assets in securities issued by one corporate name or corporate issue.
At June 30, 2014, the pool did not have investments in any one private corporation or association that
represented more than 5% of assets.

Custodial credit risk - The risk that, in the event of the failure of the counterparty to a transaction,
the BTI will not be able to recover the value of investment or collateral securities that are in the
possession of an outside party. At June 30, 2014, the West Virginia Money Market Pool held no securities
that were subject to custodial credit risk. Repurchase agreements are collateralized at 102%, and the
collateral is held in the name of the BTI.

Foreign currency risk - The West Virginia Money Market Pool has no securities that are subject to
foreign currency risk, which is the risk that volatility in exchange rates will adversely affect the value of an
asset.
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NOTES TO FINANCIAL STATEMENTS
(Continued)

4 - CAPITAL ASSETS
A summary of capital asset activity is as follows:

Historical Historical Historical
cost at cost at cost at
June 30, 2012 Additions June 30, 2013 Additions June 30, 2014

Leasehold improvements $ 16,405 $ - $ 16,405 $ 2,188 $ 18,593
Furnishings and equipment 18,598 - 18,598 1,250 19,848
$ 35,003 $ - $ 35,003 $ 3,438 § 38,441

Accumulated Accumulated Accumulated

Depreciation Depreciation Depreciation

June 30, 2012 Additions June 30, 2013 _ Additions  June 30, 2014

Leasehold improvements $ 1,258 $ 5034 $ 6,292 $ 4157 $ 10,449
Furnishings and equipment 720 2,876 3,596 4,367 7,963

$ 1978 §$ 7910 $ 9,888 $ 8,524 $ 18,412
Total $ 33,025 $ (7,910) $ 25115 § (5,086) $ 20,029

5 - RETIREMENT BENEFITS

Plan Description

All full-time Board employees are eligible and required to participate in the State of West Virginia
Public Employees' Retirement System (PERS), a cost-sharing multiple-employer defined benefit public
employee retirement system. The PERS is one of several plans administered by the West Virginia
Consolidated Public Retirement Board (CPRB) under the direction of its Board of Trustees, which consists
of the Governor, State Auditor, State Treasurer, Secretary of the Department of Administration, and nine
members appointed by the Governor. CPRB prepares separately issued financial statements for each
retirement system it administers, which can be obtained from Consolidated Public Retirement Board, 4101
MacCorkle Avenue S.E., Charleston, West Virginia 25304-1636 or by calling 1-800-654-4406.

Employees who retire at or after age sixty with five or more years of contributory service or who retire
at or after age fifty-five and have completed twenty-five years of credited service with age and credited
service equal to eighty or greater are eligible for retirement benefits as established by State statute.
Retirement benefits are payable monthly for life, in the form of a straight-line annuity equal to two percent
of the employee's final average salary, multiplied by the number of years of the employee's credited
service at the time of retirement.
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WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

5 - RETIREMENT BENEFITS (Continued)

Funding Policy

Covered employees are required to contribute 4.5% of their salary to the PERS. The Board is required
to contribute 14.5%, 14%, and 14.5% of covered employees' salaries to the PERS for the years and
period ended June 30, 2014, 2013, and 2012 , respectively. The required employee and employer
contribution percentages have been established and changed from time to time by action of the State
Legislature. The required contributions are not actuarially determined; however, actuarial valuations are
performed to assist the Legislature in determining appropriate contributions. The Board and employee
contributions, which equaled the required contributions for the years and period ended June 30, 2014,
2013, and 2012 were as follows:

2014 2013 2012
Board contributions $ 29,495 $ 28,127 $ 7,149
Employee contributions 9,153 9,041 2,219
Total contributions $ 38,648 $_ 37168 $ 9,368

6 - OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The Board participates in the West Virginia Other Postemployment Benefits Plan (OPEB Plan) of the
West Virginia Retiree Health Benefit Trust, a cost-sharing multiple-employer defined benefit
postemployment healthcare plan administered by the West Virginia Public Employee Insurance Agency
(WVPEIA). The OPEB Plan provides retiree post-employment health care benefits for participating state
and local government employers. The provisions of the Code of West Virginia, 1931, as amended (the
Code), assigns the authority to establish and amend benefit provisions to the WVPEIA board of trustees.
The WVPEIA issues a publicly available financial report that includes financial statements and required
supplementary information for the OPEB Plan. That report may be obtained by writing to Public
Employees Insurance Agency, 601 57" St., S.E., Suite 2, Charleston, West Virginia, 25304, or by calling
1-888-680-7342.

Funding Policy

The Code requires the OPEB Plan bill the participating employers 100% of the annual required
contribution (ARC), an amount actuarially determined in accordance with the parameters of GASB
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) of the
plan over a period not to exceed thirty years. State of West Virginia plan employers are billed per active
health policy per month.

The Board'’s contributions to the trust fund for the years ended June 30, 2014 and 2013 and the period
from inception (April 1, 2012) through June 30, 2012 were $2,112, $2,136, and $501, respectively, and the
billed ARC'’s were $3,240, 3,084, and $2,883. The contributions represent 65.2%, 69.3%, and 17.4% of
the ARC for the years and period ended June 30, 2014, 2013, and 2012, respectively. As of June 30,
2014, 2013, and 2012, the Board has recorded a liability of $4,458, $3,330, and $2,382, respectively for
post employment benefits other than pensions.
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WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

7 - RISK MANAGEMENT

The Board is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to and ilinesses of employees; and natural disasters.

The Board has obtained coverage for job-related injuries of employees (workers compensation) and
health coverage for its employees through a commercial insurer and WVPEIA. In exchange for the
payment of premiums, the Board has transferred its risks related to health coverage for employees and
job-related injuries of employees.

The Board participates in the West Virginia Board of Risk and Insurance Management to obtain
coverage for general liability, personal injury liability, professional liability, stop gap liability, wrongful act
liability, and comprehensive auto liability. Such coverage is offered in exchange for an annual premium.

8 - TRANSACTIONS WITH THE STATE OF WEST VIRGINIA

Pursuant to West Virginia Code, the West Virginia Insurance Commission (the Commission) collects
a 1% premium tax on fire and casualty insurance policies. The Commission distributes 65% of the
premium tax receipts to the Board. The distributions from the Commission are reported as insurance
premium tax revenues on the Board’s Statements of Revenues, Expenses, and Changes in Fund Net
Position.

9 - COMMITMENTS

The Board is required by its enabling legislation to allocate certain tax and other revenues, net of
administrative expenses, to the municipal policemen’s and firemen’s pension and relief funds (the Funds)
by September 1 of each year. The amount to be allocated to the Funds is calculated based upon the
Board's prior calendar year insurance premium tax revenues, interest, and other income, less its
administrative expenses for the same period. The amounts allocated to each Fund are paid after the
allocation date as eligibility requirements to receive the payments are met by each of the Funds. Amounts
allocated expire in 18 months if eligibility requirements are not met and the allocated amounts are not
paid. Any expired allocation is re-allocated to all other eligible Funds at the next allocation date. The
amount committed for payment to the Funds that remain on hand from the September 1, 2013 allocation,
but have not been disbursed as of June 30, 2014 is $2,167,877.

The amount available to the Board for allocation to the pension plans in September 2014 is
$16,613,007.

10 - NEW ACCOUNTING PRONOUNCEMENTS

GASB has issued Statement No. 68, Accounting and Financial Reporting for Pensions, which will be
effective for the Board’s June 30, 2015 financial statements. Statement 68 will require the Board to
recognize a liability equal to its proportionate share of the net pension liability of the PERS. The Board has
not yet determined the effect this statement will have on its financial statements.
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KAWASH

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Members of the
West Virginia Municipal Pensions Oversight Board
Charleston, West Virginia

We have audited in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of the West Virginia Municipal
Pensions Oversight Board (the Board), as of and for the year ended June 30, 2014, and the related notes to
the financial statements, which collectively comprise the Board'’s basic financial statements, and have issued
our report thereon dated October 9, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Board's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Board’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Board'’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of the
Board's financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or, significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Board’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control
or on compliance. This report is an integral part of an audit preformed in accordance with Government
Auditing Standard’s in considering the entity’s internal control and compliance. Accordingly, this communication
in not suitable for any other purpose.

-

4”“”4 ,"KW,{,A.C.

Charleston, West Virginia
October 9, 2014



OTHER FINANCIAL INFORMATION
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WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD
SCHEDULE OF STATUTORY COMMITMENTS

June 30, 2014

Balance of
September 1, 2013 Allocation as of
Department Allocation Distributed June 30, 2014
Full-Time Police Departments
Beckley $ 442695 $ 442695 $ -
Belle 30,564 30,564 -
Bluefield 190,232 - 190,232
Charleston 1,528,828 1,528,828 -
Charles Town 11,464 9,562 1,902
Chester 43,531 - 43,531
Clarksburg 392,380 392,380 -
Dunbar 111,676 - 111,676
Elkins 86,671 - 86,671
Fairmont 323,707 323,707 -
Grafton 51,575 51,575 -
Huntington 960,453 718,707 241,746
Logan 51,832 - 51,832
Martinsburg 417,919 417,919 -
Morgantown 563,104 563,104 -
Moundsville 140,958 140,958 -
Nitro 131,573 131,573 -
Oak Hill 105,292 - 105,292
Parkersburg 560,890 560,890 -
Princeton 164,761 164,761 -
Point Pleasant 65,247 - 65,247
Saint Albans 193,802 193,802 -
South Charleston 314,227 - 314,227
Star City 41,350 41,350 B
Vienna 143,899 143,899 -
Weirton 340,726 340,726 -
Welch 51,255 51,255 -
Weston 41,470 - 41,470
Westover 55,317 - 55,317
Wheeling 783,864 783,864 -
Williamson 60,254 60,254 -
Full-Time Fire Departments

Beckley 374,006 374,006 -
Bluefield 194,123 - 194,123
Charleston 1,544,507 1,544,507 -
Clarksburg 407,276 407,276 -
Fairmont 403,859 403,859 -
Huntington 1,036,722 778,578 258,144
Martinsburg 315,188 315,188 -

(Continued)



WEST VIRGINIA MUNICIPAL PENSIONS OVERSIGHT BOARD

SCHEDULE OF STATUTORY COMMITMENTS
(Continued)

June 30, 2014

Balance of
September 1, 2013 Allocation as of
Department Allocation Distributed June 30, 2014
Full-Time Fire Departments (Continued)
Morgantown $ 435,044 § 435,044 § -
Moundsville 65,589 65,589 -
Parkersburg 598,317 598,317 -
South Charleston 358,008 208,826 149,182
Wheeling 876,650 876,650 -
Part Paid/Part Volunteer Fire Departments

Dunbar 135,386 - 135,386
Elkins 30,087 - 30,087
Grafton 35,657 35,657 -
Logan 58,932 - 58,932
Nitro 112,299 112,299 -
Princeton 117,236 117,236 -
Saint Albans 199,935 199,935 -
Weirton 198,015 198,015 -
Weston 32,880 - 32,880
Williamson 82,626 82,626 -
Totals $ 16,013,858 $§ 13,845,981 $ 2,167,877

See Independent Auditor's Report.
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STATE OF WEST VIRGINIA | FORM 8A

DEPARTMENT OF ADMINISTRATION - FINANCE DIVISION
FINANCIAL ACCOUNTING AND REPORTING SECTION

GAAP REPORTING FORM - DEPOSITS AND INVESTMENTS RECONCILIATION

Audited Agency West Virginia Municipal Pensions Oversight Board - June 30, 2014

Reconciliation of cash, cash equivalents and investments as reported in the financial statements
to the amounts disclosed in the footnote:

Deposits:
Cash and cash equivalents as reported on balance sheet $ 27,426,882

Less: cash equivalents disclosed as investments (27,398,614)

Add: restricted assets disclosed as deposits -

Other (describe)

Carrying amount of deposits as disclosed on Form 7 $ 28,268

Investments:
Investments as reported on balance sheet $ =
Add: restricted assets disclosed as investments -

Add: cash equivalents disclosed as investments 27,398,614
Other (describe)

Reported amount of investments as disclosed on Form 8 $ 27,398,614

PLEASE SEND COMPLETED FORMS TO:

State of West Virginia

Financial Accounting and Reporting Section
2101 Washington Street East

Building 17, 3rd Floor

Charleston, WV 25305

Telephone Number (304) 558-4083
Fax Number (304) 558-4084

See Independent Auditor's Report.






