Workers' Comp crisis over, official says
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The Manchin administration's financial adviser says there's no longer astate Workers' Compensation
cash flow crisis, prompting alaborspokesmanto question why the state needstoissue bonds.

In January, the Legislature approved aplanto issue up to $1.5 billion in bonds to finance the Workers'
Compensation Commission's unfunded liability.

Last month. Gov. Joe Manchin said the bond issue actually would be less than $1 billion. And on
Thursday, Thomas Huestis said the bond issue will be "significantly less -- alot less" than $1 billion.

Huestisis senior managing director of PublicResources Advisory Group, the firm hired by the Manchin
administration atarate of $275 an hourto provide financial advice.

Huestis spoke to the state Economic Development Authority's board of directors, which then gave
preliminary approvalto a bondissue of up to $1 billion.

The authority rushed to passthe bond resolution because it was originally thought the bonds must be
issued before the end of the year. That's when the Workers' Compensation Commission will convert
from a state agency to a private, for-profitemployers' mutual insurance company.

The ideawas to separate and provide the financing for the unfunded liability so the commission could
become private onJan. 1 without thatdebt.

But Huestis told the authority, "It looks at this point like it doesn't have to be done by the end of the

year." Afterthe meeting he explained that there appears to be enough revenuededicated to the
liabilities to pay claims for some time after the first of the year.



Huestis'firm has said it will help the state reduce the number of peoplereceiving workers'
compensation.

One way will be to offersettlements and buyouts to workers' compensation recipients.

Huestistold authority membersthe bondissue may be needed to finance those settlements and
buyouts.

"Our projection now is, thereisn'tgoingto be a deficit," he said.

Labor spokesman Steve White, who attended the meeting, said afterward, "It's hard to take all thisin,
but the No. 1 oneissueis, thisinformation that there is no crisis fliesin the face of everythingwe've
beentoldinthe lastfew yearsand ina way confirms what we've always said, which is the crisisis as
much politically motivated as fiscally motivated.

"We were told before the purpose of the bond was to manage a cash flow crisis. Now they've told us
thereisno cash flow crisis. So there should be no bond, period."

White is director of the Affiliated Construction Trades Foundation, the research, lobbying and
advertising arm of the West Virginia State Building Trades, which consists of 20,000 union construction
workers from West Virginiaand surrounding counties.

"This adds to everyone's frustration with a constantly shifting number," White said. "We neverseemto
be able to get numbers we can relyon."

Manchin spokeswoman Lara Ramsburg said afterthe meeting, "Because of the work that has been done
in Workers' Compensation inthe last nine months, they have made some significant progress. Thatis
probably the basis behind the comments (from Huestis) today, in terms of the fact the picture is
changingina positive way.

"What the final outcome will be and what the final numbers will be are still being de termined," she said.
"We're hopingto have final information to presentto the governorsoon so a final decision can be made
on how to proceed."



Ramsburgwas asked if there isan effortto push more liabilities onto the private Workers'
Compensation company that will begin operatingJan. 1.

"I don't think that's the intent," she said.

"The goal is not to say, ‘Let's make the (bondissue) numberaslow as we can possibly make itjustto say
it's low.'The goal is to determine what the accurate numberisto do the job.

"Because Workers' Comp has done such a good job overthe last nine months and even before interms
of turningthings around and getting a handle on theirfinances, the numbers are changing," she said.

"What effect those changes have is what's being worked on now. Those changes truly could not have
beenanticipatedinlJanuary. We had to getto this pointto see what progress has been made. Thenyou
factor that into yourfinal determination."

White has a different view.

"Onereasonthere'sa shiftingnumberis, they made drasticchangesin Workers' CompinJanuary," he
said."The way we look at it is, we suffered aseries of cutbacks in benefits and changes in benefits that
really hurtinjured workers -- and people call that, ‘success."

A large portion of the Workers' Compensation unfunded liability will be financed by an increase inthe
coal severance tax approved by the LegislatureinJanuary.

Manchin critic Don Blankenship, the head of coal producer Massey Energy, has been an outspoken
opponentof the increase.

Ramsburgwas asked if the administration's goal might be toshrinkthe bondissue sothe governorcan
call for the removal of the coal severance tax increase.

"There'sno hidden agendaplantosay, ‘Let's try to get the numberhere orthere,'" Ramsburg said.
"We're just asking, straight up, “‘What should the numberbe?' ‘What works?' ‘What will help us be



successful?' Whateverthat numberis, whateverrangeit'sin -- that's whatit is. And that's the decision
the governorwill make.

"We started this processinJanuary, to fix the system and get this state back on track," she said. "We

believeithasalready paid dividendsin oureconomy. Soitisineveryone's bestinterestto dothisright.
Andthat's what we're goingto do."
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