
STATE OF V-EST VIRGINIA

SPECIAL REPORT

OF

VEST VIRGINIA DTVISION OF HIGITUZAYS

ANNUAI INVENTORY OB SE RVATIONS
AND

RE\TEW OF INVENTORY PROCEDURES

JLINE 30, 2oo1

OFFICE OF THE, LEGISLATIVE AT]DITOR

CAPITOL BI]ILDING

CIIARLESTON. WEST YIRGINIA 25305-0610



WEST YIRGINIA DTVISION OF trGEWAYS

ANNUAL II{I/ENTORY OBSERVATION
AND

REVIEW OF II{VENTORY PROCEDURES
JUNE 30. 2001



WEST VIRGINIA DTVISION OF EIGEWAYS

ANNUAL I}WENTORY OBSERVATION
AIII)

REVIEW OF II{VENTORY PROCEDIJRES

TABLE OF CONTENTS

Exit conference . . . . . . . . . . . . . . . . I

Letter to the Joint Committee o! Govemment and Finalce ........... .. ...2

Iotroduction . . . . . . . . . . . . . . . . . 4

Administrative Offic€rs ald statr . . . ..........6

SummaryofFindings,RecommendadonsandResponses ............7

General Remarks ........10

Ceftificate of DiEctor
Legislative Post Audit Division ....... . . . . . . . . . . . . . . . . . . . . . . . 19



WEST VIRGINIA DTVISION OF HIGSWAYS

ANNUAL IIIVENTORY OBSERVATION
AIII)

REVIEW OF IIWENTORY PROCEDURES

EXIT COMERENCE

We held an exit conferenc€ oD Awust 17,2001 with the Business Manager ofthe Wesr Virginia

Division ofHighways and other representatives oftbe west vhgiria Division ofHighways aud all

fiodiogs and rccoruendations coDtaired in the Special Repoft on the All]u€l Ilventory Observation

and Rwiew of Inventory Proc€dues were reviewed and discussed. The Division of High*ays'

responses are included in bold and ialics ir the Sr,mmary of Fi-udings, RecommendatioDs and

Responses and after otrr Ecommendalions in the General Remarks section of this Special Reporl
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\TEST VIRGINIA LEGISIATURE
Ioint Conmittee on Gooernment and Finarce

Thdford L Sldlr|!. cFA, Dnlnol
L.sld6irc P@ A!d! Divid@
Bsildhg I, Ro@ v.329
l90O Kllleha DtYd- E

crrAnrrsToN, vEsT VIRGINIA 2530t0610

To the Joirt Commlttee or Govermert and Finarce:

The objectives of the Special Report werc to gai! an undentaading of the of West viryinis Divisio!
ofHighways' ADnual lnventory Observa:ion and o review the adequacy of the invsntory prccedues

used to cooduct the ADnual lnventory of Psrts, Materials ard Supplies. Ia order t! achieve the

objectives noted above, we pqfolmed the follo$ilg:

Reviewed the wert virginia Code pertaining to the opeEtiols of the west vi€inia Dvision
ofHighways (wvDOI{); specifically the responsibilities of the WVDOH to account for its
finsneial op€ratioDs and safeguard its assea;

Reviewed qnd evaluated for adequacy the instructions dated June I , 200 I provided to Dishict
Engineers outlining the procedEes to be used to condud the A.Dnual Inventory of Parts,

Materials and Supplies;

Revieq/ed and evaluated the adequacy ofthe audit proglalr for the Adrual lnvenlory ofParts'
Materials and Supplies deveto@ by the Intemal Audit saff of the WVDOH ;

Determined the value ofthe Ilrvetrlory ofParts, Materials and Supplies oftbe WVDoH as of
June 19, 2001 for the p.npose of assessing the nrmber oflocations where such i[veotolics
were located as well as" the recorded value of such ilvenlories as a Eeans to sel@t those

locations where Post Audit Divisioa sraff would be assigqed to observe the taki[g of the

W\'DOH Annusl Inventory and conduct test couots to vedfy the deglee ofcompliance with
the iutructions for taking the A.nnual Invenlory;

observed the An.qual Invetrtory process at 19 different locatioDs otr Tuesday 
' 
Jwe26'2001

and wednesday, June 27,2001. T\* 19 inventory localiols accounted for $8287331.84
ofthe $32,931,530.10 in recorded inveatories ofthe WVDOH as ofJune 19,2001 and made

up 25.2 % oftbe recorded value ofthe inventory oftbe WVDOH; snd,
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Report

August 9, 2001

Auditors:

Conducted test coutts ofvsious iqventory items observed dudng the tokiag ofthe WVDOH
inventory aud comp€red the resutts ofthose test counts witb various inveDtory repofls ofrhe
WVDOH designed to account for variances between the recorded nurober of individual
itrveNrlory iielrs ald the actual plrysical coutrts of these iteEs.

The results ofour work are contained in &e General Remarks Section ofthis Specisl

Respectfirlly submitte4

l,eeislative Post Audit Division

Michael E. Sizemore, CPA Supeffisor
Neil M. McEacbmn, CPA
Stadey D. Lyncb, cPA
David N. IIarris, CPA
Peler J. Maruish, Jr., CPA
Thomas F. Ward, CPA
Lod A. Fischer
Eritr S. Roa*



WEST VIRGINIA DTVISION OF HIGHWAYS

AN}ruAL II{VENTORY OBSERVATION
AND

REVIEW OF INVDNTORY PROCtrDIJRES

INTRODUCTION

The West Virgilia Stale Road Commission *as oeated by the enactment ofcbapter

112 during the 1921 Regular Session oftbe West Vtgida Legislanne and codiEed as Chapter 17,

Article 2 ofthe West Viryioia code. The euaatEetrt ofchapter I 69 during the I 995 Regular S6sion

of the West VLginia Legislatwe repealed chapter I 7, Article 2 of the west Vi€iuia Code 8nd aI

refercnc€s !o the State Road Commission low refer !o the wesl Virginia Division of Highways

(wvDOIr. The activities oftbe WVDoH are generally govemed by the provisioDs ofChapter 17,

tuticles l, 24, 3, 4, a\d 26 of tbe West Vbgiria Code and tbe head of the speirding unit is the

Commissioner of Highwayq who is appointed by the Govemor with the advice 8nd conseDt ofthe

West Virginia State Senate.

The WVDOH is organized ill1o ten Disldcts headquFtered atvadous locatiols arormd

the Stde of west vi€ini4 as weu as, an I I Dishict (Disrict 00) kno*'n as the Equipment Division

which is located at Buckhannon, West Vbgi!.ia- The wvDOH is responsible fm 37"370 miles of

public rcads which includes 34,6 l0 miles of State bigh\.\€y, E8 miles of the West viryinia Tl,Inpike,

549 miles oflnterstate hieh$€y, 1,736 miles of the National Highway System, 6J43 bridges, two

National Scenic By'lr,ays aDd eight state Scenic Byvrays. The duties of the WVDoH include:

plnnning; engineering rightof-way acquisitioD, construction, recoDstructio!, uafrc regulation and

overall maimenance ofthe State's rcads. SoEe additional duties ofthe WVDOH include: highway
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Esearcb, outdoor advertising c{ntiguous to State roads, madside developmenr, safety and weigbt

enforcement aDd dissemination of highway informalio!-

The Equiprem Dvision is responsible for providing dircct and indircct major

equipment mainlmauce, repair, rebuild, service suppofl, paft support, techaical advice and staf

a.$sistance to 1 I itrlerEediate service support and repair shop nade up ofthe te! Dishict Equipmeut

Sbops and the Materials Control Soils and Testiag Division Equipment Shop. In addition, the

Equipment Division has a secondary mission ofproviding equipmeur maintenatrc€ serviae, repair 8lxd

rebuild supporl to other State agencies by lequest, as well as, the responsibility for coordinating the

purchase and delivery of all vehicle fuels and lubricants for all other Stare agencies.
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WEST VIRGINIA DTVISION OF HIGEWAYS

ANNUAL ITTVENTORY OBSERVATION
AND

REVIEW OF ITTIVENTORY PROCEDURES

ADMIMSTRATIVE OFT'ICERS AIID STAIF

JIJNE 30.2{)OI

Mr. Frcd Valkirk, P.E ................. Cornmissioner

Mr. Jack While. AssistaDt Commissiotre!

Mr. Danny Ellis . Business Mauger

Mr. Bill Feazelle Direcror - Fiunce Division

Mr. James R. Wade ......... Acting Director - Intemal Auditing Section

Mr. Bob Mulins. . . . Chief - IdorEation Services Division

Mr. Bob An&ew . . . Dircctor - Equiplent DMsion
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WEST VIRGII\TTA DTVISION OF MGIIWAYS

ANNUAL IIIVENTORY OBSERVATION
A.IID

REVIEW OF INVENTORY PROCEDIJRES

SUMMARY OF FINDINGS. RECOMMENDATIONS AIID RESPONSES

Irstructlons Govertrins the Arnnal Iryentorv
ofParb. MateriBb atld Supplies

l. During the observation ofthe Almual llxvenlory, we Doted the pre-comt cards which

were used !o document the inventory couuts done by WVDOH staffre+onsible for

irveDtories at the vadous locatioDs arouud the state, and which become the basis for

the recoding of the Amual hventory balanc€s c8llied forwad to the subsequent

fiscal year were lot adequstely safeguarded 8fter the Intemal Audit staff of the

wvDOH had performed audit pmcedures desigqed to veriry the ac{uracy of iwentory

courts duirg the A.nuual lnventory.

Auditors' Recommerdadon

We recommeod the WVDOH ts}e steps to adequately safegusd the pre-couqt cards

!o provide for a! efective aut-of for the A[ausl Inventory.

Agensv's R€spotrse

We dtsagee wlth the audt recomn&ndafrotr. (See page.s l0-14)

Tlming of the Atrnml Invetrtor-'tf

The annual ilveotory procedwes utilized by tbe WVDOH displayed weaknesses

which could affect the achievement ofau effective cu.t-offfor ilventories. We believe



the Annual Inveltory Foc€ss of the W\'DOH would be more effective 8nd the

possibility for recordiog efiors would be lessened ifthe Amus] Ilventory Observation

'.ras scheduted to coemence not srlier than the close of business on the last regular

busioess day of the fiscal year.

Auditors' Recommendation

We rccommeud the WVDOH consider scbeduling the A&ual lnventory 10 collmeoce

lot e€Ilier tha! the close ofbusiness on the last regutar business day ofthe fiscal yeor.

Aeency's ResDonse

Gtven the hlstofical qccuro.Jt of the fuwentory, U ts our poshion thst the economlc

benzfa olschelultng the tneenlory lo nhtnlze the use of &ended work houn b

wananted over an! lltcrcose accafaql thd cottLl be reallzed by a Juae 30 cul of,

(See pages 14-16)

ComDli&lc! with Arlrual hvertor.y Instructiong

3. Dtdrg ol[ participation in the Amual lnventory observation, we noted instsncts

where the insauctions provided to the Dstrict Engileers to be used during the Annual

Inventory w€re not fouowed coDsistently. We observed some items in DisEict 2

including tbe following: oil, antifieeze, gu8rdmils, as well as, guardrail posa and

blocks had not been subjected to prc-coult as called for in the instructions al]d some

iteEs ofinventory werc not aranged i! 8q orderly fashioo to facilitate counting.

Aodltor! Recommerdation

We recommeod the w\tDoH Fview tbe reports of their Inlemal Audit staff to

ascertain the degree ofcompliance with the Annual Invfltory instruatioos as a meaN



of determining those Distdcts and Organization NumbeN which have a pattem of not

complying with the Auual Inventory instructions 8d take steps to imprcve future

compliance with the imtructions.

Ase!cl,/" ResDonEe

We belieee cwrent DOT auditfollot'-up proccdur$ sddr6 thls recomnendatiorL

(See pages l7 and l8)
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WEST !'IRGINIA DIVISION OF MGIIVYAYS

ANNUAL II..IIIENTORY OBSERVATION
AND

REVIEW OF II{VENTORY PROCEDTJRES

GETIERAL Rf,,MARKS

INTRODUCTION

We have completed a Special lteport ofthe Anlusl Invedory obseRatioo and Review

oflrventory Procedues ofthe west virginia Division ofHighways (WVDOA as ofJule 30,2001.

COMPLIANCE MATTERS

We reviewed and evaluated the adequacy of the instuctioDs provided to District

Engineen of tbe WVDOH outlinirg the Focedues to be used !o conduct the A.onual I[veutory of

Pans. Marerials and Supplies (Anl]u8l I[ventory). We also reviewed and evaluared the adequacy of

the audit program for the Amual lnventlry ofPans, Materials and Supplies developed by the Intemal

Audit staf of tlle WVDOH. In addition, we reviewed applicable sections ofthe West Virginia Code

which govemed tle accounting ofthe financiol operations of the WVDOH aqd its responsibiljty to

safeguard assets. our findings are disaussed below.

IEstrucdons Governitrg the Annual lrventor.v
of Parts. Materiab alrd Supplies

During our observatio! ofthe A&ual lDventory, we noted the ple-coult c€rds which

weie used to documed the itrventory clults dole by W\IDOH stsffresponsible for invenoric at tie

various locations aroutrd tbe State, and which become the basis for the recording of the Annual

Inventory balances cqried forward to the subsequent fiscrl ye€r were not adequalely safeguarded after
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the htemal Audit sta-ff of the WVDOH bad perfomed audit procedues desigaed to veriry the

acauracy of inventory counts dnring the A.uual Inventory. As a part ofour work, lle reviewed the

adequacy of the insnuctions provided to the District Engi[e€rs of the WDoH conceming how the

A-onual llventory should be conducted and the documentatioD v,,hich should be retained regarding

the Anru€l hventory. As set fortl in Section II of these instructiong the ofrcial cutoff for the

Anlual Inventory of the WVDOH vras 4:00 pm. on Wednesday, June 27, 2001 . In additioq Section

V ofthese instructions stated in pafl,

'A. Each organization wiII be provided pre-cout cards to develoP
atr early count of sll itens [sred on their respective June 19

inventory mastem. The cards will be distibuted by the
Comptrouer no eorlier than Juue 19, 2001....

c. The pre-couut car& provide a space for the eslly physical
couot as well as spaces for the posing ofrecei!'ts, E€llsfels and

usages pdor to the Junez1' cjnaff. Make sure entries are
leglble, as thele c{rds wlll be used in loadlng of invertory
irto the system. " (EEpheqis added)

The actual conduct ofthe Anlrusl lnventory and the observation ofthe ilveltory by

the Inlemal Audit St!ff of tbe WVDOH commerced ai approximately 7:30 am. on Tuesday, June

26,2001 which is earlierthar theoffoial cut-offdateforthe Amual lrvemory and continued tbrough

Thrrsday, Juoe 28,2001. During this tbreeday period, WVDOH imernal audilors werc visiting

locations, refeEed !o within the WVDOH as Organization Numbers. At each locatio!, tle inteEal

auditoF woutd perform rcquircd ploc€dllles which included, 8l1rorg other things, perforning test

cou!:s ofinvetrtory items and comparing those test couits to thg lumber of iteEs shown on the p!9-

colllll cards.

-l t-



However, Post Audit Division staf assigoed o observe the Annual Inveotory loted

the pre-counl cads were not safeguarded after the irtemal auditoc completed their work We believe

the pre-count cards are ore of the most impo ant mechanisms within the inventory system of tbe

WVDOH for establishing proper cut-off with rcgard !o the WDOH A-uual llvenlory. As sucb,

we beliwe the lntemal Audit stafrshould bave taken possessio! ofthe pre-court cads ooc€ tley bad

completed their AnnuBI hventory observation procedures a! a particulsr location and retaitred

possession of the Ple-rault cards until such time as the visihtioDs were completed within that

p€rticular district and the proc€ss ofclosing the irwentory process through the heliminary Vsdance

and Firal Variance analysis vlas ready m be performed.

Because the Fe-cotmt c€ds are not adequately safeguarde4 the possibility exists for

erroneous or improper entries to be made on the ple-counl cards witb rcspect to the regeipt or usage

of i.uventory items, aiter the Intemal Audit staff has completed tbeir observation proc€dues, but

before the information from tbe pre-count c.ards is recorded in the WVDOH's ilventory system

knourn as REMIS @emote Entry Management IdorEation System). Any such erroneow or improper

entsies would negatively impact the accl|racy ofthe Alxrual lnventory and inpede the WVDOH from

achiwing an etrective cut-off with regsrd !o the Annual Inwnlory.

we rcconmend the wvDOH take steps !o adequately safeEuard the pre-count cards

to provide for an effective cut-off for the Annusl llveniory.

AsencY's Responss

The Depatbnent o! Trazsponadon dlsagtees wlth thls rccommenddbn The

couent of the repoft sugg(fla that bt order lo sdequolel! salegu4rd the co.tnt cstds, the Intzrnol

AuqIA $sflt of the DOT shoatd physlcslly tske possesslon of lhe couttt cards qler san plz
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We belleve thd the hfegrltJt Md accuqLy o! the lnventor! ls Prolzcted under the

cune procedura We Iurther bellete llrat the opportanit! tor a moterw nktderne$ of the

btwnlory on thei.nqnclat stdennna b mlnlnal glven cunent aadl! l6'tl!,9, and controb l.t hercnl

itt lhe btventory procqs.

The bwentory brstactlorLt detsll proceduq tt befollov'edfor asag6 and rccelpa

that are incaned sfrer the preaounS ote perlormetl nte Intem&l Audt Sed|on pedoms

adequ4re t6lhg to reosonably ensure the accurocy oJthls rccoded iniorntdton prior lo sccePdng

th e firral lnventor! o! lhe orqanl?Elon

The hve ar! btstrudons oddr5s the proper hondling oJthe pre-coant cards b!

the organlzatttr$ lavobed ln the lnenbry. Dartltg rhe lave or! rctlev Pruc8s, lhe audfior

veitles a slodstlcst! valful Probabllity Proportlor.al to SIze (PPS) sonqlc and nurnercut random

sample coun&. nte pre-count cardr rcn oln ln the possaslon and confiol of the otgarl&llan

ownlng the lnventary, At the compkAon of the.hta entry, the audllor compares lhe amoant

entered wlth lhe orruunt rhd had been cot nted b! the oudlror. Any dlfferenca qre noted and

lmnedlale$ rcsolved. In the eve* o! rccelpt or usoge, lhe documenlqti.on s upporting lhct recelpt

or ussge ls sabnlued to the aad or.

Whlle we recognlzl thal the posslhw thd eftoneous or lnconect lrorlJacdons

could be recorded odsa In on! lnventory syslenL The od!ft|ansl testt g pe{omed by the t enql

audt stafi sler ddq enJry wlll ergure the valw oftrslga.dons fhd 6eci ssmPled |tcrr,s. The

ussge docurnettt rcqulred b! DOT PrccedurT (DOT 6) provfules adequde lnlzmst control over lhe

usage olbtventory sndlurther sen6lo prctec7 u.l supPofl any t onsadbrlt thdcouu be e ered

on the prelount ccrds" The DOT 6 documena are subJect to revlew by Intemal AudU durlng the

bwentot! proc6s.
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Addltlonally, lf the audltor controls lhe prc4oant catdr, an! recelpb or usages

would be recorded wfih the asslslance oJ lhe audltor. By not hatlng the pre-coanr cards readtlJ,

aes sble, ,WDOT slsfr may be remlss ln ensarlng that dte bslonce on lhe car.l ls adiustedlor

unaatblpoted rccelpts or Ltages:. Therefore, control ol the prelouttt ca s b! the audfior mql

de4lvely lncrease lhe nunber ol anrecorded bsnsscatrlt Furthet the lndependence of lhe

audlfar naJ, be compnmlsed b! hls possestlon olthls lrve ory documebt as the sudltot m4! be

conpellcd lo ad|ust the cards for receipt or usaga.

LodsA.a y thb tnveilory t conduded bt qt leasl 86 locotlons (55 cound6,

Eqatpment Dtvlslon, 10 Dlstrlct Stareroot ts, l0 Dlslrld Equbnent Shops, 10 Dlstrlct Slgn Shops'

dc.) au over fhe State olWest Vlrgbla. As t)os note.l ln the rcpo4 the procqs cor$ungd three

days. Il ls bnpraalcalfor the audllors to contol the irrvenlory or hate possdslon o! the pre-count

cqrdsjor thal perbd.

It Is our opbrbn thot bJt proper compllance ,,irh the Iwenlory lnsllacdons'

verlJlcalon o! couna snd rro$acdotlt b! the auditor, and the documeddlon o! rccelpa and

usaga afier audilor counb, therc ls strflblent contol olthe h,ve ory process.

Tlmine of the Anuual Iwentory

As uras noted in the prior finding eatitled 'IDsauctions Goveming the Annual

tnventory of Ports, Materials, and Supplies", the Afiual llventory procedures ut'tl.ized by the

WVDOH displayed weakqe$ses which could affect the achievement of an effective aut-of for

irve odes. Any instances where receipts or usages ofinventory items arc mt Foperly recorded as

having occurred in the corect fiscal ye€r would teqd to reduce the effectiveness of the W\rDOH's
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system ofhtemal control and the accuracy ofthe WVDOH's financial reporting. The instructions

Fovided to District Englneers indicate the importarxc€ ofachievirg an effective cu!-offand stale in

Section M:

"8. There will be no tlansfers, issues or rcceipts during the
physic€l inve ory uoless an emergency need or 8n uqexpect€d
delivery arrives. The storerooms and any other issuing or
receiving locations are to be shu dot,n uutil the counting and
verifi cation have been completed...."

Althougt! Post Audit Division staffdid uot observe 8ny requisitiotrirg ofitems ftom

invedory dudng the field obsennlions which we coDducteq fte possibility for i[vedory itells to be

removed did exis becelse tbe StorerooEs werc not clos€d for business during the taking of the

Amual lnvedory. We believe the Annual Ilvellory proc€ss oftbe WVDOH would be more efective

atrd the possibility for recording enors would be lesse[ed if the Annual Inventory Obseryalion was

scheduted to coEmence not earlier tha! the close of business oq the last regular business day of the

fiscal year.

For example, using this melho4 the ofEcial cut-off oftbe ADnual Inventory would

bave been 4:00 p.m. on Friday, June 29,2001 rather than 4:00 pn. on Wednesday, June 27,2001 and

the htemal Audit statrwould bave commenced dleir Auual lnventory observation procedures * that

time. Effectively, any uuexpected deliveries ofinventory or emergeocy usages ofinventory occurriag

after the close ofbusiress on the tast regular business day ofthe fiscal ye€r would be tr€alcd as havi[g

occuned in the subsequent fiscal year. By conducting the Auual loventory 8nd observdion at the

end of the fiscal yeer, pftq thnn at an intErim date close to year-end the malagement of the

WVDOH carl elihinete maqy ofthe circumstances which can contribute to cut-offploblems.
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we rccommend the WVDOH consider scbeduling the ADlual lnveolory !o conmence

lot eadier than the close of business on the last regular business day ofthe fiscal yeor.

Agercvts RBDonse

The brw orJt lnstrucdons provide lor mlnlmal usaEes qnd rccelpb bt lhe tltne

between lnvenlory cdafandfiscalyear end The balance ofthe annaal lneenfory hat ls tervbd

ls uedfor theJtnanclal stelemena. It ls our oplnion thd the conlrols provlded by the fusttuctions

atd the hlstlrlcql accurac! ol rhe perpetuql irvenfory bolQttces ensare thqt the bal4ncq

rcpr6ented on lhefinanclat slLleme are reqsonsbb accarab snd rellable ottlscal leaf end.

The WVDOT peryetual llwenttr! qtsiem has been verlfizd onnuallylor more thu

15 yesrr. The cuner tave or! t tdicated thd the percenr4ge dlference between the couttled

balo!,ce and the book balance (rarlarce), prior lo lnve or! u)qs 0,091%. The WVDOT hqs

enJoJed vorlancg oll6s than I%for nult! leur" Thb level o! sccuracJ, vertles the vaMity of

the perpetual balances tn0lntalned by WVDOT organizdons. Ou Inkmcl Audlt Secdtn hos

hlslorlcallJt hsued positive opinb$ on the perpetuol lneenlory syten

There ls o swfuu!,t ecorumb benett real&ed by pe{omt gltoentt4t verlfcdlon

prlor to the close oJ busln'qs on the hst tls! of thefucal yeat The WVDOT ls sovtng a slgnwa

omount ln overdrne prlrnenE for not onl! the auditots, ba Lko lhe other peaonnel lnvoleed ia

the lnveaory processa. Gtven, the hlstoicsl accursc! ofthe hwe&ltry, E ls oar postlon thal lhe

economlc benelt ol schedalbtg the btrenlory to ,nlnlJnl& lhe use ol etended work houts ls

wtnsntzd over an! btcreosed occursc! thd could be reqllzed b! a June 30 cu-o[.



CoEpliance with Auusl Itventor.v Instructiols

Post Audit Division staff was assigned to observe the AlDnua.l Inventory in 19

different locations ilr Distficts 00, 0a 04, 07 and 08. As I part ofthe observalion, we

noted irstarc€s where the i.nstructions Fovided to the District Engi|1eels to be

folloured during the Amual lnvemory were not followed colsislently. Specifcally,

Section I ofthe instructions stales in part,

'A. DistricVDivision Comptrollers aqd Storekeepen will be

respronsible for arrminisu"ring the following instuctions and

methods to il|suIe uniformity and ac4umcy statewide.

B. All stock must be reviewed pdor to invetrtory to i[swe that it
is ananged in a neat and orderly ma.nner. Be sure that all
ilveltory items ofthe same type are itr the same area or bin...."

In addition, Section V ofthe instructions states in part,

"A. Each organization wi.tl be Fovided pre-count cards m develop

an esdy couqt of&ll items listed on their msp€ctive June 19

inventory masters...." (F.nphesis added)

Specifically, re noted where some ilems i! Distsid 2 had rct been subjected to the

pr+cormt as called for in the Annual lnvenlory ifftructions. A4ong the items which had not beea

subjected to pre-cormt were oil, antifieeze, guardrails, and guadmil posls/blocks. In additio4 some

items of iqventory were not arranged in an orderly manner to facilitate counting. V/e believe the

failure to follow the portion of the Amual Inventory instructions calling for prc{.ounts of 8Il itEms

and au orderly arrangemetrt of inventory items could lead !o erors ir1 srriving al accuate iwetrtory

clunts ald fruskate the effoft to colduct ar effective Al)nual Inveotory.

We recommend the WVDoH review the reports of their htemal Audit staff to

ascertain the degree of compliance with the Afiual Ir]veqtory iostructions as a means ofdetemtining
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those Districts and Organization Numbers which have a pattem of not complying with the Anrual

Ioventory instructiols ar1d t ke steps to imFove firture compliance with the instructions.

Aselcv's R€sDonre

We belleve that the htent oJthir rccommenddon Is oddrased wllhin cune DOT

Audltfollowup procedara, DOT IntenalAud&oE hate hlstti.lU! rcporlzd thd organlzadtns

wllh the ogency have comdM wbh the lnveatory tnslrucdorlt The Internsl Auditon would report

any non-complbnce thd n atedally 6eca &e r(5,ul8 ojthe lnvetuary. These rcport sre subiect

to lhe DOT's aud&tollott'-up procedurT thqr rcqate thql the decled organludons rqPond to,

and document conedlve adlorL Intena! Audlt roould also follott-up to ensurc that cotectlte

acdon hos uken ptrce. There hos been no pattern oJ non-ctnpllance N,Eh the bwentory

lltstrucdorls noted wuh an! paftlculaf organlztdorL
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STATE OF WEST VIRGINIA

OtrTICE OF TEE LEGISI.ATIVE AUDITOR. TO WIT:

I, Thedford L. Sh'nklin CPAe Director of the Legislative Post Audit Divisiot! do

hereby certiry that the report appended bereto was made under my directiotr and superyisioD, uoder

the provisions oftbe West vhginia code, chapter 4, Article 2, as amendd aod that the sane is a mle

and cofiect copy of said repon

Given under my band this

Copy forwaded to fie SecIelary ofthe DepartEent ofA&linishotion to be filed as

a public record. Copies foru"ded to the Secretary ofthe Departuent ofTr€nspoltation; Dvision of

Highways; Govemor; Attomey General; ald" State Auditor.

a0f a"v.r 2/r.ae-y'- zoor.

Thafod L. ShFnklin, CPA" Director
Legislative Post Audit Dvision
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