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EXECUTIVE SUMMARY

This purchasing performance review of WVU-Parkersburg is authorized
and required by West Virginia Code §18B-5-4(r). The primary purpose of
the review is to determine WVU-Parkersburg’s compliance with applicable
purchasing laws, rules, and best practices. The Legislative Auditor also
examined the expenditure of workforce development grant monies. Two issues

are contained in this review.

Issue 1: WVU-Parkersburg Directed Over $1.2 Million in 178
Transactions in Just Over Two Years to One Florida Vendor in a
Manner That Avoided Competitive Bidding.

Higher Education spending units are not subject to the State’s Purchasing
Division requirements but are required to follow the higher education purchasing
manual which emphasizes competitive purchasing and participation in
collaborative buying.

» Higher education spending units are supposed to encourage and foster
effective and broad-based competition in purchasing. WVU-Parkersburg
expended over $1.2 million dollars with one Florida vendor for computers
and computer peripherals without considering other vendors.

» Collaborative buying is possible through the use of State and Higher
Education contracts. Comparable computer equipment was available for
a better price on an existing State contract.

Issue 2: AWorkforce Development Grant Issued By the Council
for Community and Technical College Education Was Used in
Part By WVU-Parkersburg to Have Equipment and Personnel
Sent to Illinois, Oklahoma and California to Train a West Virginia
Company’s Out-of-State Workers.

Workforce development grants are issued to community colleges to
develop training programs for the state’s workers. Community colleges are
restricted to a geographic responsibility area in the state and the intent of one of
the grants is to train West Virginia workers.

» WVU-Parkersburg used thousands of dollars from a workforce
development grant to train an in-state company’s out-of-state workforce
located in Illinois, Oklahoma and California.

Performance Evaluation & Research Division
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» Although the incidence of training an out-of-state workforce with grant
funds is rare, such requests from in-state companies could occur more
frequently. Therefore, the Council for Community and Technical Col-
lege Education should consider a policy that addresses grant proposals
that involve training out-of-state workforces in out-of-state locations
or through on-line services.

Recommendations

1. WVU-Parkersburg should comply with the provisions of the Higher
Education Purchasing manual that require institutions ensure that purchases be
made competitively and emphasize providing in-state vendors an opportunity to
participate in the institution’s purchases.

2. Sole source purchases should comply with the requirements as stated in
the Higher Education Purchasing manual 85.28.

3. The Legislature should consider amending the higher education statute
to require institutions to mandate that vendors provide them with a copy of the
business registration license issued by the State Department of Tax and Revenue
and otherwise comply with the requirements found in the Division of Purchasing’s
legislative rule 8148-1-6.1.7.

4. The Higher Education Policy Commission should incorporate into its
higher education purchasing manual instructions to institutions on requiring
vendors to substantiate that the vendor has registered with the Division of
Purchasing, the Secretary of State and the Department of Tax and Revenue.

5. The Council for Community and Technical College Education should
consider establishing policies or legislative rules for addressing workforce
development training that physically takes place in out-of-state locations and the
extent of appropriate reimbursement by the company.

6. The Council for Community and Technical College Education should
consider establishing policies or legislative rules for online access of training
for out-of-state locations and the extent of appropriate reimbursement by the
company.
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ISSUE 1

WVU-Parkersburg Directed Over $1.2 Million in 178
Transactions in Just Over Two Years to One Florida Vendor
in a Manner That Avoided Competitive Bidding.

Issue Summary

A review by the Legislative Auditor’s Office of WVU-
Parkersburg’s purchasing procedures makes the following conclusions:

e WVU-Parkersburg made 178 purchases in a two-year
period totaling over $1.2 million in computers and
peripherals from a Florida computer vendor without giving
another vendor a chance to compete for the business.

e The purchases avoided bid thresholds that would have
required other vendors to be considered.

e The same computer brand could have been purchased
from an existing state contract saving the State at least
$80,000.

e The Florida computer vendor was conducting business
without a license in West Virginia.

Interviews indicate that the Chief Information Officer requested using
a Florida vendor due to his having experienced good service from the
vendor in the past before he worked for WV U-Parkersburg.

Emphasis on Competitive Purchasing Lacking At WVU-
Parkersburg

WVU-Parkersburg (WVU-P) made no obvious effort to look
beyond one Florida computer vendor as it spent over $1.2 million on
computers and peripherals in about two years. Other vendors, in
particular West Virginia vendors, were given no consideration to receive
state business when WVU-P repeatedly ordered computers and related
peripherals in a manner that circumvented the competitive bid process.
As stated in the Higher Education Purchasing Manual 5.1.1,

Purchasing in higher education is a public trust. The
authority to purchase and acquire materials, supplies,
equipment, services and printing is granted to the
Council, Commission and the Governing Boards by
state law... This places an obligation on the institutions

Other vendors, in particular West
Virginia vendors, were given no
consideration to receive state business
when WVU-P repeatedly ordered
computers and related peripherals
in a manner that circumvented the
competitive bid process.

Performance Evaluation & Research Division | pg. 7
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to exercise responsible and responsive management
of purchasing activities and to be good stewards of
the public funds entrusted to them. In addition, the
Council and Commission desire that the institutions
provide the maximum opportunity to West Virginia
vendors to conduct business with higher education
institutions. [Emphasis Added]

According to WVU-P’s Chief Information Officer (CIO), he
began working for WVU-P in November 2008 with the understanding
that the college’s information technology system would need to be
replaced. The CIO told the Legislative Auditor that WVU-P’s computers
were not standardized, the computers were long past their service life,
the network was “up, down and sideways,” wiring did not meet fire code
specifications, and a full electronic mail system for 10,000 users needed
to be created in short order. All computer and peripheral purchases were  All of WVU-P’s computer purchases
made from a vendor in St. Petersburg, Florida. The Legislative Auditor ~ 'ere a part of a greater unified infor-
inquired of the CIO as to how this Florida vendor was known to him. Qit'on technology system that WVU-

] . ] ) new would be transformed.

He responded that he had been doing business with the vendor since
1993 and his hometown was St. Petersburg, Florida, the location of this
vendor. The CIO had also worked for a college in St. Petersburg, Florida
for a decade as that college’s computer technology director. WVU-P’s
Chief Information Officer told the Legislative Auditor that he had been
advised by WVU-P’s then Chief Procurement Officer that purchases
could be made from the Florida computer vendor without bids so long
as a purchase fell beneath $25,000. Higher education purchasing rules
do not require an institution to purchase competitively when an order
is less than $25,000. While higher education does not require multiple
prices to be sought, the Higher Education Purchasing Manual does
encourage institutions to purchase competitively beneath this $25,000
threshold. The statement by the C10O suggests the college allowed the
circumvention of competitive bidding.

Competitive Bidding Avoided By Breaking Up Purchases
Over Time and With Separate Orders

Purchases under $25,000 are considered “small” purchases. The
intent of the law is to simplify purchasing procedures when acquiring
goods and services costing beneath a set threshold. However, all of
WVU-P’s computer purchases were a part of a greater unified information
technology system that WVU-P knew would be transformed. WWVU-
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P abused the “small” purchase process by repeatedly placing separate
orders on multiple purchase cards and spacing orders over a period of
days during a two-year period in a manner that avoided the competitive
bid level. When purchases are made in this manner that circumvents
competitive bidding, it is known as stringing. WVU-P made 178 payments
to the Florida computer vendor from December 2008 to March 2011. The
purchases were continuously stretched out over two years and among
multiple purchase cards so that purchases fell below the competitive bid
threshold. Essentially, WVU-P strung the 178 purchases.

The West Virginia Department of Administration’s Agency
Purchasing Manual defines stringing as,

Issuing a series of requisitions or purchase orders to
circumvent competitive bidding or to defeat the State
Purchasing Card transaction or delegated purchasing
limit.

Figures 1 and 2 show WVU-P’s purchases for the computer system
overhaul over the two-year period. Purchases were closely spaced in
time, and because of this spacing, often reached the upper limits of non-
competitive thresholds.

Purchaseswere continuously stretched
out over two years and among multiple
purchase cards so that purchases fell
below the competitive bid threshold.

Performance Evaluation & Research Division |
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Figure 3 details just one month of the purchases seen represented
in Figure 2. In this month, April 2010, $136,506 was expended on
computers and peripherals from the one Florida vendor. In the early part
of the month, the college expended nearly $70,000 within four days and
again at the end of month the college expended $51,478 in three days.
Three of the purchases made in April 2010 fell just beneath the $25,000
competitive bid threshold; once just $150 below the threshold.

Figure 3
April 2010 Information Technology Equipment
Purchases From Same Vendor

/
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*Total of three separate transactions on April 5 ($1,348, $6,320, and $9,480.)

Source: Legislative Auditor's Analysis of WVU-Parkersburg data.
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Other Purchasing Violations Were Committed in Order to
Use the Florida Vendor Exclusively

Of the 178 purchases made by WVU-P, three actually exceeded
the $25,000 bid threshold. In order to avoid competitive bidding in these
three cases, WV U-P effectively sole-sourced each to the Florida vendor.
The Higher Education Purchasing Manual (5.28.1) states that sole-source
and single-source procurement are not permissible unless the materials
or equipment are available from only one supplier. According to the
manual,

...single source procurement is permitted only when
the goods and services are of such a unique nature that
they cannot be acquired from any other source....

The computers and peripherals purchased did not have a unique
nature. One of the three purchase orders had documentation attached
that suggested the college was attempting to justify purchasing solely
from this vendor. As stated in the Higher Education Purchasing Manual
(5.28.2),

The determination as to whether procurement shall
be made as a sole/single source shall be made by the
Chief Procurement Officer. Such determination and
the basis therefore shall be in writing...Any request
that procurement be restricted to one potential
supplier shall be accompanied by an explanation
as to why no other will be suitable or acceptable to
meet the need. [Emphasis added]

The reasons WVU-P gave for why the purchase had to be sole
sourced were as follows:

e the computers had to be ordered immediately,

e special pricing was available from the computer manufacturer for
a limited time, and

e the vendor had the necessary quantity of computers available.

While the determination was improperly made by the chief
information officer instead of the chief procurement officer, it is more
important to note that the reasons given are not valid for sole-sourcing by
higher education purchasing standards.

The computers and peripherals
purchased did not have a unique

nature.

Performance Evaluation & Research Division
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West Virginia Purchasing Division Has Established a “Best
Practice” for Procurement

Unlike higher education institutions, when most state spending
units make a purchase they are mandated to follow the Department of
Administration’s Division of Purchasing (Purchasing) rules. WVU-p ~ WVU-P would have been well served
would have been well served to have considered the Purchasing Division’s giv?s?gf], chnesr']%?;edurt]?f q elacli’sri%r:]asglﬁ
spending unit decision path before buying from the Florida computer  pefore buyiﬁg fror?] the Florida C%m_
vendor. Figure 4 illustrates the detailed decision path used by other state  puter vendor.
spending units when planning any purchase, let alone a capital outlay to

the extent expended by WVU-P.

Figure 4
State Spending Unit Decision Path

Availablethrough State Availablethrough existing
Surplug Property, Corrections tate or Agency contract?
Determine need exists. or Sheltered Workshops? Yes? Stop. Buy in accordance
Yes? Stop and buy from with contracts terms. No?
entity. No? Continue. Continue.
[sneeded item(s) so unique Costless than $25,0007 Use Rle ‘queﬁ.\ for (‘i}lqtﬂlt{ﬁl;*
only one source of item? Agency Procedures. More CHAWILUp. ,(')t ic1al D1C
Yes? Buy. No? Continue, than $23.0007 Continue. opening evaluationand

award.

Source: Division of Purchasing.

Higher education is not required to follow this decision path.
The decision path WVU-P took as it began making purchases was to
determine it needed computers and peripherals, select the Florida vendor
based not on a request for quotation results or comparison shopping but
on the WVU-P CIQ’s 18-year business relationship with the vendor, then
WV U-P either tried to justify sole sourcing purchases or make certain
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that purchases cost less than $25,000 so competitive bids did not have
to be sought. As a result, three of 178 transactions WVU-P made with
the Florida vendor were above $25,000, the rest were below $25,000.
Yet, even in these three instances, WVU-P still violated higher education
purchasing procedures.

WVU-P knew it would be expending considerable capital to
overhaul its information technology system before it began to purchase
the computers and peripherals. However, the community college did
not go about planning for such purchases. It did not seek competitive
bids, comparison shop or even determine whether the same brand and
warranties were available on a state contract.

Comparable Computers Were Available on an Existing
State Contract

As was shown in Figure 4, the State Spending Unit Decision
Path, one step state agencies take is to determine if items needed are
available through an existing state contract. If so, the agency is required
to purchase from that contract. Higher education is allowed to purchase
from the Purchasing Division’s contracts but is not required to do so.
One Purchasing Division contract available is for computers and related
peripherals. The computer brand available through the Purchasing
contract is the same as those purchased from the Florida computer vendor.
The Legislative Auditor reviewed the computers available through
the Purchasing Division’s contract compared to WVU-P’s computer
purchases. Computer models available on the Purchasing contract were
found to be comparable to those WVU-P purchased from the Florida
computer vendor. In many cases the computers were less expensive from
the statewide contract and the manufacturer would have paid corporate
net income taxes to West Virginia.

Florida Vendor Cost More for Some Computers and
Peripherals

An analysis by the Legislative Auditor showed that if WVU-P
had taken the time to examine the computers and equipment available
on the statewide contract, it would have saved over $82,000 compared
to purchasing all the equipment through one vendor in Florida. This
analysis is shown in Table 1.

In many cases the computers were less
expensive from the statewide contract
and the manufacturer would have
paid corporate net income taxes to

West Virginia.
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Table 1

Total Cost Savings Not Realized Because
the Statewide Contract Was Not Used
December 2008 to March 2011

Total Dollar Total Dollar

Purchase Category | Amount WVU-P Cost Under Savings Not Realized
Paid 12/08 to 3/011 | State Contract

Keyboard/Mouse $1,989 $0 $1,989

Docking Station $9,400 $7,324 $2,076

Shipping $10,553 $2,667 $7,886

Laptops $101,576 $92,611 $8,965

Desktops $427,931 $292,010 $135,921

Monitors $42,747 $116,820 ($74,073)

Total $594,196 $511,432 $82,764

Source: Legislative Auditor’s analysis of WVU-Parkersburg data and Purchasing Division data.

Florida Vendor Not Registered in West Virginia

The Legislative Auditor found that the Florida vendor used by
WVU-P was not registered with the Department of Administration, the
Secretary of State or the Department of Tax and Revenue at the time that
it was transacting business with WV U-Parkersburg. Registration with all
three of these state offices is required for different purposes.

All vendors selling products and services to the State of West
Virginia are required to register with the Department of Administration’s
Purchasing Division prior to receiving a purchase order. WVU-
P issued three purchase orders to the Florida vendor in the three cases
where the transactions exceeded $25,000; however, the computer vendor
was not registered with the Purchasing Division. WVU-P did not comply
with a requirement to make certain the vendor was registered with the
Department of Administration. This provision is stated in West Virginia
Code §18B-5-5:

(a) Every person, firm or corporation selling or offering
to sell to the commission or the governing boards, upon
competitive bids or otherwise, any materials, equipment,
services or supplies in excess of twenty-five thousand

| WestVirginia Legislative Auditor

All vendors selling products and ser-
vices to the State of West Virginia are
required to register with the Depart-
ment of Administration’s Purchasing
Division prior to receiving a purchase
order.

WVU-P did not make certain the ven-
dor was registered with the Depart-
ment of Administration.
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dollars....(2) Shall file with the director of the purchasing
division of the state of West Virginia the affidavit
required herein...

This statutory requirement is also reflected in the Higher Education
Purchasing Manual which requires the college’s Chief Procurement
Officer to ensure that the vendor be duly registered with the Purchasing
Division before issuing a purchase order that exceeds $25,000. WVU-
P’s CPO at the time did not make certain the vendor was registered with
the Purchasing Division.

In an interview with the Higher Education Policy Commission’s
Chief Financial Officer (CFO) the Legislative Auditor learned that
purchasing training provided to institutions discusses little in the way
of vendor registration requirements. According to the CFO, the topic
of vendor registration is not covered in every training session although
training occurs twice a year. The Legislative Auditor was told that the
topic of vendor registration has not been discussed in almost seven years.
When asked to specifically detail what is covered in the way of vendor
registration requirements, the Legislative Auditor was told that the only
requirement is for registering with the Division of Purchasing when a
single payment of $25,000 or greater is required. Conferring with the
Purchasing Division is a way to determine if a vendor is in good standing
with the state and does not owe the state money or is under an obligation
to complete any other work for the State of West Virginia

Being aregistered vendor with the Department of Administration’s
Division of Purchasing is not the same as being registered with the
Secretary of State or obtaining a business license from the Department
of Tax and Revenue. Another best practice of the Division of Purchasing
requires state spending units to verify that vendors are duly licensed. As
stated in the Purchasing Division’s Legislative rule §148-1-6.1.7,

The vendor must be licensed and in good standing
in accordance with any and all state and local laws
and requirements by any state or local agency of West
Virginia, including, but not limited to, the West Virginia
Secretary of State’s Office, the West Virginia Tax
Department, West Virginia Insurance Commission, or
other state agencies or political subdivisions...[Emphasis
added]

Purchasing training provided to insti-
tutions discusses little in the way of
vendor registration requirements.

Topic of vendor registration has not
been discussed in almost seven years.
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Nothing precludes institutions of higher education from verifying
vendors are licensed and in good standing. If WVU-P had sought
verification of licensure and good standing it would have discovered
the Florida vendor also had not registered with the Secretary of State or
obtained a business license from the Department of Tax and Revenue.

As an out-of-state entity, the Florida vendor was required to
register with the Secretary of State’s Office in order to conduct business
in West Virginia. Often a certificate of good standing or existence from
the domestic state is also required. The Florida computer vendor did not
register with the Secretary of State or submit to the Secretary of State
a certificate of good standing or existence from Florida.

Abusiness registration certificate from West Virginia’s Department
of Tax and Revenue is required by West Virginia Code to legally sell within
the state. The Florida computer vendor did not register with the Tax
and Revenue Department before it commenced business activities in
West Virginia. The Legislative Auditor notified the Department of Tax
and Revenue of the Florida vendor. The Department of Tax and Revenue
has indicated that it will make certain the business license is obtained. As
the vendor has no physical presence within the State it is apparently not
obligated to pay corporate net income taxes or any other taxes to West
Virginia. Tax and Revenue is permitted to fine a vendor $100 a day for
each day it operates without a license.

When the Legislative Auditor told WV U-P that the vendor was not
registered with the appropriate agencies, WVU-P showed the Legislative
Auditor that it had obtained a financial information management system
(FIMS) number for the vendor. WVU-P was under the impression the
FIMS number alone was sufficient, and that both the community college
and the vendor had complied with all necessary registration requirements.
However, the vendor had a FIMS number because it was being paid through
the State Auditor’s Office. The FIMS number is a number assigned to
all vendors who receive payments from state spending units. It does
not signify that a vendor has gone through the appropriate procedures to
conduct business in the state.

Vendors are responsible for familiarizing themselves with
applicable provisions of West Virginia Code. This computer vendor
disregarded its responsibility and could be liable for fines, penalties
and suspension from selling in West Virginia as a result of its failure
to properly present itself to the State. As a vendor of long standing in
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Florida, where it is duly registered, the computer vendor should have been
aware of its obligation to register with a state.

Conclusion

The Legislative Auditor concludes that WWVU-Parkersburg
violated the spirit of competitive bidding and procurement law. The Chief
Information Officer’s desire to use a vendor from whom he had received
good service in the past, prior to his employment with WVU-P, is not
justification for circumventing purchasing procedure. A significant effect
of these purchasing violations is that West Virginia businesses and the
West Virginia economy were denied the economic benefit of having over
$1.2 million in computer purchases. The State recognizes the importance
of having state purchases made in-state when possible for the sake of local
businesses, employment and state tax revenue. This policy isimplied inthe
fact that the State gives in-state vendor preference for state purchases and
by law the State is willing to provide as much as a five percent preference
to a West Virginia vendor over an out-of-state vendor when awarding a
competitively bid contract.

Recommendations

1. WVU-Parkersburg should comply with the provisions of the
Higher Education Purchasing manual that require institutions ensure
that purchases be made competitively and emphasize providing in-state
vendors an opportunity to participate in the institution’s purchases.

2. Sole source purchases should comply with the requirements as
stated in the Higher Education Purchasing manual §5.28.

3. The Legislature should consider amending the higher education
statute to require institutions to mandate that vendors provide them with
a copy of the business registration license issued by the State Department
of Tax and Revenue and otherwise comply with the requirements found in
the Division of Purchasing’s legislative rule §148-1-6.1.7.

4. The Higher Education Policy Commission should incorporate
into its higher education purchasing manual instructions to institutions
on requiring vendors to substantiate that the vendor has registered with
the Division of Purchasing, the Secretary of State and the Department of
Tax and Revenue.

A significant effect of these purchas-
ing violations is that West Virginia
businesses and the West Virginia
economy were denied the economic
benefit of having over $1.2 million in
computer purchases.
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ISSUE 2

A Workforce Development Grant Issued By the Council
for Community and Technical College Education Was
Used in Part By WVU-Parkersburg to Have Equipment
and Personnel Sent to Illinois, Oklahoma and California to
Train a West Virginia Company’s Out-of-State Workers.

Issue Summary

WVU-Parkersburg received a grant from the Council for
Community and Technical College Education that was used not only to
train an in-state company’s in-state workers, but also to have equipment
and personnel sent to locations in three states to train the company’s
out-of-state employees. The company paid to transport the community
college’s equipment and paid for the instructor’s travel and lodging;
however, the instructor’s salary and the costs of the equipment were paid
with state grant monies. The Legislative Auditor recognizes the need
to address the workforce needs of companies that have a presence in  Workforce development training is
the state. However, the Legislative Auditor concludes that the intention ~ intended to meet the immediate and
of workforce development initiatives is for the direct benefit of the long-term workforce needs of West

.. . . . . Virginia employers and employees.
state’s workforce and economy. This intent is reflected in the legislative
stipulation that training offered by community colleges is to take place
within the college or in locations of statutorily specified counties of the
state. The WVU-Parkersburg training involved training 32 workers in
Illinois, Oklahoma and California. Some of the expenses were to be paid
by the company, but WV U-Parkersburg has not provided how much the
company has paid to date. At a minimum, at least $34,000 was spent by
the State to train out-of-state workforces, but the actual amount, which
cannot be determined, is likely higher. Given that the State’s community
colleges could be requested to train out-of-state workforces in the future,
a policy should be established to address such requests by in-state
companies.

Legislature Intended Workforce Development Training for
West Virginia Workers in West Virginia

The West Virginia community college system, with oversight
and leadership provided by the Council for Community and Technical
College Education (Council), is statutorily mandated to be the State’s
primary provider of workforce development training. Workforce
development training is intended to meet the immediate and long-term
workforce needs of West Virginia employers and employees according to
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§18B-1-1a (e)(1)(B)(i). The Council distributes three state-funded grants
to community colleges to promote workforce development training and
the development of workforce programs. One of these three grants was
statutorily created (Workforce Development Initiative Program), while
the Advance grant and the Technical Program Development grant were
created administratively by the Council. Although the Advance grant
was used to fund the out-of-state workforce training, the Legislative
Auditor determines that these administrative workforce development
grants should be administered consistent with the Legislature’s intent as
expressed in creating the Workforce Development Initiative Program.

In reviewing statutory references of the Legislature’s intentions
for the Workforce Development Initiative Program (§18B-3D), the
Legislative Auditor concludes that this grant initiative was intended
to provide workforce training within districts or regions of the state.
References to the West Virginia workforce and to the state economy in
§18B-3D-1 include the following reasons for workforce development
grants:

e to meet the changing needs of employers throughout the state,

e to maintain and strengthen the state economy, and

e to provide knowledge and skills to a workforce in West Virginia
enabling businesses and communities to prosper.

In addition, community colleges have limitations as to where
training may occur. Statute allows specific community colleges to train
in specific locales within the state. As stated in West Virginia Code (18B-
2A-4(r)), community colleges may

Enter into contracts or consortium agreements
with the public schools, private schools or private
industry to provide technical, vocational, college
preparatory, remedial and customized training
courses at locations either on campuses of the
public institution of higher education or at off-
campus locationsintheinstitution’s responsibility
district....[emphasis added]

West Virginia Code §18B-3C-4(c) defines a community college’s
responsibility district as certain West Virginia counties. WWVU-P’s
responsibility district compromises Wood, Wirt, Tyler, Roane, Ritchie,
Pleasants and Jackson counties. By law WVU-P legitimately provided
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training to the company at its West Virginia facilities, but the training
that was conducted in Illinois, Oklahoma and California exceeded the
statutory authority of WVU-P as a community college.

Training Out-of-State Workforces Should Reasonably Be
Precluded

The Advance grant is designated as “Rapid Response Workforce
Development,” in that it can be approved solely by the Chancellor of
the community college system, in a relatively short amount of time and
without Council members’ awareness. The Chancellor approved an
Advance grant proposal from WVU-P to provide workforce training for
Simonton Windows, which is a West Virginia company located in WVU-
P’s service dlstrlct_ (th.ch.le County). Simonton Windows was orlglnglly llinois. OKlahoma and California
founded in West Virginiain 1946. However, Fortune Brands, Inc.acquired ., ceded the statutory authority of
Simonton’s holdings in West Virginia, Illinois, Oklahoma and California  wvu-p as a community college.
in 2006, long before the Advance grant was issued in 2009. This made
Simonton Windows a subsidiary of the Deerfield, Illinois-headquartered
Fortune Brands, Inc. The out-of-state workers who were trained are
employed by Fortune Brands. Simonton’s headquarters relocated to
Columbus, Ohio in 2011.

The training that was conducted in

In a sub-section of WVU-P’s grant proposal titled “Employer
Sector Served,” it is stated that:

While this comprehensive training program will initially
serve Simonton’s West Virginia manufacturing facilities,
it is hopeful that due to the online access and flexibility it
will be adopted corporate-wide by the company, allowing
WVU Parkersburg to serve Simonton workers in four
additional states.

Itis unclear from this statement whether it was understood that the
service provided to out-of-state workers by WVU-P would involve more
than online access to the training and also include training at out-of-state
locations. In response to the Legislative Auditor’s inquiry concerning
who approved the out-of-state training, the Chancellor stated:
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It was not required that WV U at Parkersburg seek Council
approval to train out-of-state employees for Simonton.
Council staff assisted in developing the initial training for
Simonton of West Virginia, but was not involved in the
actual delivery of training. It is my understanding that in
an effort to assist Simonton, WVU at Parkersburg agreed
to conduct the out-of-state training.

WVU-P’s decision to assist Simonton Windows by extending
the training to the company’s out-of-state workers is contrary to the
basic policy of workforce development, which is to directly benefit the —
state’s workforce. Although one can argue that assisting the company’s Zshs?srfa:‘]ieedtsht;’tberzg;ﬂéstotﬁgfn?;atﬁﬁ
out-of-state wquforge may hav'e an 1n41r§ct beneﬁ‘t in maintaining ‘Fhe out-of-state | oc:Eti ons, or a requgire—
company’s facilities in West Virginia, it is very difficult to determine  ment of full reimbursement for the
and quantify if there is an indirect benefit or not. While it is understood  out-of-state training by the company.
that the state’s community colleges are expected to develop a conducive
relationship with West Virginia private industry, there needs to be a limit
to the State’s assistance that precludes training in out-of-state locations,
or a requirement of full reimbursement for the out-of-state training by the
company. Although the Council has no policy prohibiting colleges from
expending workforce development grant monies beyond the college’s
responsibility district, statutory language clearly limits the location of
training to occur within the state. Given the capabilities of technology,
the Council may want to consider developing a policy on online access
of training provided to out-of-state locations.

Out-of-State Training Costs Difficult to Quantify

WV U-Parkersburg was awarded Advance grant funds totaling
$146,470 exclusively to provide skills upgrades to Fortune Brands, Inc.
workers. An amount of $57,180 from another Advance grant purchased
the equipment used to train these workers. As this equipment was also
used to train Fortune Brand’s workers, the Legislative Auditor calculates
that costs were at least $203,650 to provide training to all of the Simonton
workers, located in and out of the state.

While some of the Advance grant monies were used to train West

Virginia workers, access to an online software component was expended
for the benefit of workers outside of West Virginia. The community
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college’s equipment was out of state for five months and a portion of
the instructor’s salary was also expended for training the out-of-state
workforce. Apportioning the amount of the instructor’s salary expended
for the benefit of the out-of-state workers is difficult because he was not
out of state continuously during the five-month period. The Legislative
Auditor knows that the instructor was located out-of-state at least 20 days.
Furthermore, some of the instructor’s time was used to provide services
to the out-of-state workforces while in West Virginia.

Dividing the costs for the equipment between the in and out-
of-state training is also challenging because the equipment, unlike the
instructor’s time and the software, can be used again. The Legislative
Auditor knows that the purchase price of the equipment was $57,180.
The equipment was used for labs at all five training sites. Eighteen labs
were held during the training at three sites out of state. The training could
not have occurred without the commitment of the equipment. Table 2
shows definite known costs involved in this training program.

Table 2
Committed Expenses to Training Program
Commitments Overall Out-of-State Benefit
Software $83,661 $32,000*

Instructor’s Salary | $2,000 per month for 24 months $2,000**

Equipment $57,180 purchase price Used 3/5 of time

*32 workers at $1000 per worker, **Minimum counting only time actually out of state,
Source: Legislative Auditor analysis of WVU-Parkersburg invoices.

When WVU-P received the Advance grant for training, the plan
was that if the skills upgrade training was well received by Fortune
Brands at its West Virginia facilities, WVU-P would take the training
to Fortune Brand’s workers at its other Fortune Brands, Inc. facilities.
Fortune Brands followed through with the plan to expand the training to
other facilities.

Beginning in January 2011, Fortune Brands, Inc. transported
WVU-P’s equipment to Illinois, Oklahoma and California. The
community college’s equipment returned to West Virginia on May 17,
2011. AWVU-P employee travelled to each of these states to provide the
training. Map 1 marks the five locations the training occurred.

Beginning in January 2011, Fortune
Brands, Inc. transported WVU-P’s
equipment to Illinois, Oklahoma and
California. The community college’s
equipment returned to West Virginia
on May 17, 2011.
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Map 1: Map of Out-of-State Training Locations
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In December 2009, WVU-P and Simonton (for Fortune Brands,
Inc.) entered into a training service agreement. According to the
agreement, the training program is to be completed by October 30, 2011.
The college informed the Legislative Auditor on May 27, 2011 that the
portion of the training requiring use of the equipment has been completed
for all locations.

A WVU-P employee physically provided the training to the out-
of-state workers. The employee’s $2,000 per month salary and benefits
were paid for out of the workforce development grant monies. The
instructor’s sole duty isto provide the training for Fortune Brands workers.
While the physical out-of-state training took place over approximately a
five-month period, the instructor was not out of state for the entire five
months. The instructor would return to West Virginia upon completing
hands-on training in one state and await the company to notify WVU-P it
was ready for the instructor to come to another of its manufacturing sites.
During part of the time of this five-month period, the instructor was also
providing online training to West Virginia workers. After the physical
out-of-state training concluded, the instructor continued to provide
online training to the out-of-state workers. Since the amount of time the
instructor spent on the out-of-state workers cannot be determined it is
difficult to quantify how much salary went primarily to benefit Fortune
Brand’s workers outside of West Virginia.
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Since the amount of time the instruc-
tor spent on the out-of-state workers
cannot be determined it is difficult
to quantify how much salary went
primarily to benefit Fortune Brand’s
workers outside of West Virginia.
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WV U-P used nearly 60 percent, or $83,661 of the $146,470 grant
money to purchase software chosen by the manufacturer. As stated in the
plan to provide the training, WVU-P would be delivering online training
modules and provide an instructor to facilitate delivery and provide the
hands-on training components. The purchased software training modules
come by means of a virtual seat. Each seat can be used on a one-time
only basis and the software training modules were selected by Fortune
Brands because it specifically aligned with the apprenticeship program
objectives of the company. According to invoices, WVU-P purchased a
total of 84 seats, the first purchase was for 36 seats and the second for 48.
At least seven seats appear not to have been used. The contract between
the college and owner of the software training modules expires this fall.
As WVU-P has told the Legislative Auditor all hands-on training is
completed, it is unclear whether WVU-P will lose the cost of those seven
seats. If each seat were prorated over the entire cost expended with the
software training modules company, each seat would cost nearly $1,000.
This would amount to nearly $7,000 in workforce development monies
being expended with no benefit to either the State or Fortune Brands,
Inc.

As the purchase of the online training modules was exclusively for
the benefit of Fortune Brands, selected by Fortune Brands to meet its
own apprenticeship program objectives and may not be used again by
WV U-P for any other training program, the Legislative Auditor questions
why the college made the purchase instead of Fortune Brands, Inc. A
sizeable portion of this expenditure was used for workers in other states
as the original number of out-of-state workers enrolled for training was
over 40 percent of the total enrollees.

Liability to the State from Out-of-State Training

The wording of the training agreement between WV U-Parkersburg
and Simonton/Fortune Brands did not address liability issues. The
Legislative Auditor has concerns about the potential financial risks to
which WVU-Parkersburg subjected itself, and the State. Specifically,
these concerns are as follows:

e Theequipment could have been damaged, destroyed or misplaced.
The purchase cost of the equipment used out of state was
$57,180.

e The WVU-Parkersburg instructor could have provided improper
training resulting in a claim of negligence against the college.

As the purchase of the online train-
ing modules was exclusively for the
benefit of Fortune Brands, selected
by Fortune Brands to meet its own
apprenticeship program objectives
and may not be used again by WVU-
P for any other training program, the
Legislative Auditor questions why the
college made the purchase instead of
Fortune Brands, Inc.

Performance Evaluation & Research Division | pg. 27



The Board of Risk and Insurance Management (BRIM) would have
had to pay out any claims made in the event of loss of property and any
lawsuits relating to training.

Out-of-State Workers Reported as West Virginia Workers
Trained

Community colleges receiving any of the workforce development
grants are required to report to the Council such information as number
of participants enrolled in a workforce program, number of participants
retained and completing the workforce program and number of
participants retaining employment in West Virginia. No separate reporting
line is included on the grant monitoring reports to represent number
of participants retaining employment outside of West Virginia. The
Chancellor told the Legislative Auditor that on workforce development
grant reporting forms the out-of-state workers would be counted as West
Virginia workers trained and West Virginia jobs retained. As now drawn
up, these reporting forms make no distinction between in-state or out-
of-state workers. The Council counts all training participants on its
monitoring reports. Without specification of the location of the workers,
the number of participants trained implies to a reader that the number
reflects West Virginia workers trained and West Virginia jobs retained.
This number cannot be used as a valid performance measure of the
effectiveness of workforce development grants in West Virginia because
it will be inflated with out-of-state workers.

WVU-P May Receive Limited Compensation for Training

The agreement between WVU-P and Fortune Brands allowed
for the provision of services such as the transportation of the training
equipment, and for the payment of travel expenses for the instructor while
on the road. The Legislative Auditor has been told that the company has
honored this agreement although no documents were shown to verify
that this occurred. This is the only compensation for training the out-
of state workers that has been made to the college by Fortune Brands.
In addition, there is a minimal amount of reimbursement that will take
place if some of the workers to be trained drop out of training before
completion. Seventy-seven of the Fortune Brands, Inc.’s workers started
the program. As of June 3, 2011, 60 were enrolled. As can be seen in
Figure 5, WVU-P separated the reasons the workers departed the program
into five categories.
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Figure5
Number of Participants That Did Not Finish Training

= Retired
m Resigned

Terminated

= Disqualified

Source: WVU-Parkersburg .

® Voluntarily quit program

According to the agreement, the compensation that WVU-P
receives from Fortune Brands, Inc. would be $125 a month per worker
if a worker did not complete the training. A stipulation in the contract
stated Fortune Brands, Inc. would not have to pay this money to WVU-P
if a worker retired or voluntarily dissolved employment.

WVU-P conducted a departure analysis of the 17 workers no
longer participating in the program. The departure analysis provided to
the Legislative Auditor did not detail the months in which each worker
departed. As the analysis provided was ambiguous as to which categories
would be considered as inactive and thus billable, the Legislative Auditor
inquired of WV U-P as to how much money itwould be reimbursed. WVU-
P responded by stating it had not yet met with the Fortune Brands, Inc.
to review and discuss the analysis. In order for the Legislative Auditor
to provide an estimate of possible compensation to be received it would
need to know the month of departure for each worker and how many
workers will be considered as having left voluntarily. Table 3 shows the
number of original enrollees and active participants as of June 3, 2011 by
location.

The departure analysis provided to the
Legislative Auditor was ambiguous as
to which categories would be consid-
ered as inactive and thus billable.
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Table 3
Number of Training Participants
As of June 3, 2011

Locale Started Finished
Paris, lllinois 15 11
McAlester, Oklahoma 12 10
Vacaville, California 5 3
Pleasants county, West Virginia 17 11
Ritchie county, West Virginia 28 25
Total 77 60

Source: WVU-Parkersburg.

The Legislative Auditor notes that the State has not, and will
not be totally reimbursed for the cost of the training provided to out-of-
state employees of Fortune Brands. The State will not be able to reuse
training materials such as software seats, and that the brand of software

was selected by Fortune Brands for its own needs.

Conclusion

The Legislative Auditor understands the need for community
colleges to assist the state’s private industry workforce, and to be as
cooperative with companies as possible. However, a line needs to be
drawn on the extent to which the State will provide its assistance. There
may be instances in which it can be demonstrated that assisting an out-
of-state workforce may facilitate maintaining a company’s presence in
West Virginia. However, this is difficult to determine. For this reason
workforce development training should follow the statutory guidelines of
being conducted for the benefit of West Virginia’s workforce. Given that
technology allows for training to be made available out of state through
online services, the Council should consider developing policy in this
area and if some form of reimbursement is appropriate.
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Recommendations

5. The Council for Community and Technical College Education
should consider establishing policies or legislative rules for addressing
workforce development training that physically takes place in out-of-state
locations and the extent of appropriate reimbursement by the company.

6. The Council for Community and Technical College Education
should consider establishing policies or legislative rules for online
access of training for out-of-state locations and the extent of appropriate
reimbursement by the company.
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Appendix A: Transmittal Letter

WEST VIRGINIA LEGISLATURE

Performance Evaluation and Research Division

Building 1, Room W-314

1900 Kanawha Boulevard, East
Charleston, West Virginia 25305-0610
(304) 347-4890

(304) 347-4939 FAX

John Sylvia
Director

June 24, 2011

James L. Skidmore, Chancellor

Council for Community and Technical College Education
1018 Kanawha Blvd. East, Suite 700

Charleston WV 25301

Dear Chancellor Skidmore:

This is to transmit a draft copy of a Purchasing Performance Review of WVU-
Parkersburg. This report is scheduled to be presented during the July 11-13, 2011 interim
meeting of the Joint Committee on Government Organization and the Joint Committee on
Government Operations. We will inform you of the exact time and location once the information
becomes available. It is expected that a representative from your agency be present at the
meeting to orally respond to the report and answer any committee questions.

Please contact us by June 28, 2011 to schedule an exit conference to discuss any concerns
you may have with the report. We need your written response by noon on Tuesday, July 5, 2011
in order for it to be included in the final report. If your agency intends to distribute additional
material to committee members at the meeting, please contact the House Government
Organization staff at (304) 340-3192 by Thursday, July 7, 2011 to make arrangements.

We request that your personnel not disclose the report to anyone not affiliated with your
agency. Thank you for your cooperation.

Sincerely,
o

JGhn Sylvia

C: Dr. Vincent Mensah, Chief Financial Officer, WVU-Parkersburg
Sampath Nagraj, Director of Procurement, WVU-Parkersurg

Joint Committee on Government and Finance

Performance Evaluation & Research Division
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Appendix B: Objective, Scope and Methodology
Objective

The Legislative Auditor conducted a purchasing performance
audit of higher education as required by §18B-5-4(r). In this report two
findings at WVU-Parkersburg are reported. The primary purpose of this
audit was to determine if purchasing functions and duties performed at
the community college complied with applicable purchasing laws.

Scope

The scope of this audit is July 1, 2008 to June 2011. Until July 1,
2008 WV U-Parkersburgwasaregional campusofWestVirginiaUniversity.
On this date legislation became effective separating WV U-Parkersburg
from West Virginia University. WVU-Parkersburg opted to continue
using the name West Virginia University but is an independent, stand-
alone community college. WVU-Parkersburg is accredited separately
and is governed by its own Board of Governors. The Legislative Auditor
is not authorized by §18B-5-4(r) to conduct a purchasing performance
audit of either Marshall University or West Virginia University. The
Legislative Auditor examined WV U-Parkersburg’s purchasing practices
from July 1, 2008 through June 2011.

Methodology

This audit was developed from personal interviews and site visits
to WVU-Parkersburg between January 6, 2011 and May 18, 2011. The
Legislative Auditor comparedactual purchasing practicesin placeatWVU-
Parkersburg to applicable purchasing criteria. Purchasing requirements
were taken from the Higher Education Policy Commission’s purchasing
manual, higher education purchasing law, applicable state purchasing law,
rules and best practices of the Department of Administration’s Division of
Purchasing. Documents obtained from WV U-Parkersburg, the Council
for Community and Technical College Education, the State Auditor’s
Office, the Department of Tax and Revenue, the Secretary of State’s
Office, and the Department of Administration’s Division of Purchasing
were examined. The Legislative Auditor interviewed staff from the Higher
Education Policy Commission, the Council for Community and Technical
College Education, the Board of Risk and Insurance Management, the
Department of Tax and Revenue and the Department of Administration’s
Division of Purchasing. The total number of purchase card transactions
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and purchase orders, as well as the total amount in expenditures paid to the
Florida vendor, was obtained from the State Auditor’s Office. Prices and
specifications for comparable computers were taken from the Division
of Purchasing statewide computer contract. Every aspect of this review
complied with the Generally Accepted Governmental Auditing Standards
(GAGAS) as set forth by the Comptroller General of the United States.
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Appendix C:  Photos of Equipment Used to Train Company

Hydraulic and Pneumatic trainers used to train Fortune Brand'’s Workforce
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Pumps Training System used to train Fortune Brand’s Workforce
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Mechanical Training System used to train Fortune Brand’s Workforce
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Appendix D: Business Technology Center Purchase Card Transactions

7/08 to 03/11/11
Transaction Transaction Post Total Transaction
Bate Date Amount

12/12/2008 12/15/2008 $16,709.00
12/15/2008 12/16/2008 $198.00
12/20/2008 12/22/2008 $2,288.00

2/2/2009 2/3/2009 $14,233.00
2/12/2009 2/13/2009 §74.00
2/20/2009 2/23/2009 $2,976.00
2/23/2009 2/24/2009 $3,406.00

3/2/2009 3/3/2009 $24,425.00
3/11/2009 3/12/2009 $1,703.00
3/11/2009 3/12/2009 $3,406.00
3/13/2009 3/16/2009 $441.00
3/21/2009 3/23/2009 $3,226.00
3/21/2009 3/23/2009 $2,117.00
3/21/2009 3/23/2009 $1,613.00

4/1/2009 4/2/2009 $23,448.00

4/3/2009 4/6/2009 $2,117.00

417/2009 4/8/2009 $1,974.00

4/7/2009 4/8/2009 $1,974.00
4/14/2009 4/15/2009 $1,613.00
4/16/2009 4/17/2009 $987.00
4/23/2009 4/24/2009 $6,869.00
4/23/2009 4/24/2009 $987.00
4/23/2009 4/24/2009 $2,097.00
4/23/2009 4/24/2009 $1,593.00

5/572009 5/6/2009 $17,590.00

5/6/2009 57772009 $8,770.00
5/15/2009 5/18/2009 $1,188.00
5/19/2009 5/20/2009 $989.00
5/23/2009 5/25/2009 $989.00

6/9/2009 6/10/2009 $1,483.00
6/11/2009 6/12/2009 $3,006.00
6/11/2009 6/12/2009 $1,063.00
6/12/2009 6/15/2009 $2,625.00
6/19/2009 6/22/2009 $1,770.00
6/26/2009 6/29/2009 $924.00
6/30/2009 7/1/2009 $3,006.00

Requesting Dept

Computer Center
Caomputer Center
IT

Computer Center

Library
[A/Graphics

IT

Humanities
President's Offic
T

President's Offic
President’s Offic
Journalism
Academic Affairs
Academic Dean
Student Affairs
Criminal Justic
Career Services

Student Services
Student Services
Student Services
Student Services
IT

T

Disability Services
Business and Econ

Staff Council

Student Services
Human Resources

Account billed

Computer Operations
Computer Operations
Computer Operations
Computer Operations
Human Resources
LRC office
Institutional Advancement
Computer Lab
English

President's Office
Computer Operations

President's Office
President's Office
Perkins Vocational Grant
Perkins Vocational Grant
Perkins Vocational Grant
Student Government
Criminal Justice
Placement

Advising Center, Career
Testing, 1st yer intitiative,
Dean Students, Wellness
Perking Vocational Grant
VISTA

Perkins Vocational Grant
Not Noted

Perkins Vocational Grant
Disability Services
Business Programs
Foundation

Child Care

Staff Council, President's
Office

Learning Center
Perkins Vocational Grant
HR Recruiting

Performance Evaluation & Research Division



pg. 42

7/18/2009
7/18/2009
7/27/2009

7/29/2009

8/5/2009

8/5/2009
8/10/2009
8/10/2009
8/11/2009
8/11/2009
8/12/2009
8/12/2009

872012009
9/11/2009

9/16/2000
9/16/2009
9/18/2009
9/23/2009
10/5/2009
10/12/2009

10/13/2009
10/16/2009
10/29/2009
10/31/2009
11/2/2009
12/9/2009
12/16/2009
12/16/2009
12/17/2009
12/21/2009
12/22/2009
12/30/2009
1273172009
1/4/2010
1/4/2010
1/5/2010
1/7/2010

7/20/2009
7/20/2009
712812009

7/30/2009

8/6/2009

8/6/2009
8/11/2009
8/11/2009
8/12/2009
8/12/2009
8/13/2009
8/13/2009

8/2172009
9/14/2009

9/17/2009
9/17/2009
9/21/2009
9/24/2009
10/6/2009
10/13/2009

10/14/2009
10/16/2009
10/30/2009
11/2/2009
11/3/2009
12/10/2009
12/17/2009
12/17/2009
12/18/2009
12/22/2009
12/23/2009
12/31/2009
1/472010
1/5/2010
1/5/2010
1/6/2010
1/8/2010

West Virginia Legislative Auditor

$1,503.00
$8.226.00
$5,590.00

$7,406.00
$1,493.00

$2,076.00
$22,680.00
$22,680.00
$955.00
$9.450.00
$1,493.00
$2,076.00

$23,625.00
$1,867.00

$1,484.00
$3,800.00
$23,525.00
$23,525.00
$164.00
$1,908.00

$9,470.00
$1.,723.00
$4,422.00
$6,608.00
$2.832.00
$2,156.00
$5,765.00
$3,432.00
$16,700.00
$13,932.00
$11,600.00
$3,276.00
$919.00
$1,300.00
$10,358.00
$7,868.00
$5,273.00

Student Services
Student Services
IT

Education

[T

IT

Business Office
Computer Sci
Compuer Sci
Computer Sci

Academic Affairs

JCC

IT

IT

T

Student Services

Academic AfTairs
Academic Dean

IT
T
JCcC
IT
IT
IT
IT
IT
IT
Student Services
T
IT
IT
IT

Institutions of Higher Education WVU-Parkersburg

Perking Vocational Grant
Perkins Vocational Grant
Human Resources

Teach Quality Impvment 2009
grant

Chemical Process Tech Grant

Chemical Process Tech Grant
Lab/Equip Upgrades
Lab/Equip Upgrades
Business Office

Computer Lab

Computer Lab

Postage and Mail

Chemical Process Tech Grant
Perking Vocational Grant

Chemical Process Tech Grant
Jackson Co Center

JCC Computer Lab
Perkins Vocational Grant
Computer Operations
Perkins Vocational Grant
Perkins (noted but no acent
number)

Nursing Access DOL Grant
Capital R & A

Perkins Vocational Grant
Perkins Vocational Grant
Foundation

Computer Operations
Computer Operations
Computer Operations
Computer Operations
Computer Operations
Computer Operations
Perkins Vocational Grant
Computer Operations
Computer Operations
Computer Operations
Computer Operations
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1/8/2010
141372010
1/28/2010

3/8/2010
3/17/2010
3/22/2010
3/23/2010
3/31/2010

4/2/2010

47272010
4/3/2010
4/5/2010
4/6/2010
4/9/2010
4/23/2010
4/27/2010

4/28/2010
4/29/2010

5/3/2010

5/4/2010

5/6/2010
5/18/2010
5/25/2010
572572010
5/26/2010

6/7/2010

6/9/2010
6/10/2010
6/10/2010
6/10/2010
6/11/2010
6/14/2010
6/14/2010
6/16/2010
6/17/2010
6/18/2010
6/18/2010
6/19/2010
6/19/2010

1/11/2010
1/14/2010
1/29/2010
3/9/2010
3/18/2010
3/23/2010
3/24/2010
4/1/2010
4/5/2010

47572010
4/5/2010
4/6/2010
4/7/2010
4/12/2010
4/26/2010
4/28/2010

4/29/2010
4/30/2010

5/4/2010

5/512010

5/7/2010
5/19/2010
5/26/2010
512612010
5/27/2010

6/8/2010
6/10/2010
6/11/2010
6/11/2010
6/11/2010
6/14/2010
6/15/2010
6/15/2010
6/17/2010
6/18/2010
6/21/2010
6/21/2010
6/21/2010
6/21/2010

$3.646.00
$13,796.00
$919.00
$314.00
$1,023.00
$15,160.00
$311.00
$13,566.00
$1,348.00

$6,320.00
$9,480.00
$9.480.00
$24,850.00
$1,514.00
$23,675.00
$15,808.00

$5,765.00
$24.700.00
$1,868.00
$1.868.00
$304.99
$1,574.00
$3,148.00
$301.00
$5,958.00
$998.00
$9.,500.00
$1,207.00
$1,619.00
$301.00
$9,980.00
$23,750.00
$240.00
$1,544.00
$1,544.00
$4,722.00
$998.00
$1,207.00
$1,619.00

Education
IT

BEM
Testing

Transition
IT
[T
IT

[T
IT
T
[t
Health Services
IT
Ir

I'T
[T
IT

IT

Student Services
Academic Dean
[T

IT

IT

IT

IT

[T

IT

IT

It

IT

IT

Ed and Humanities
Advising Center
Bus and Fcon Div
Bus and Econ Div
Bus and Econ Div

Teach Quality Impvment 2009
grant

Computer Operations
Entreprenterialship Grant
ACT

JCC Student Services

Special Transition

Computer Operations
Computer Operations
Computer Operations

Dist Learning Fee Equipment
Computer Operations
Computer Operations
Perking Vocational Grant
Nursing Access DOL Grant
Computer Operations
Telephone

Foundation Staff
Development

Computer Lab

Computer Lab

Partnership Grant 2008
Career Testing and Transfer
Perkins Vocational Grant
Computer Operations
Perkins Vocational Grant
Perkins Vocational Grant
JCC Computer Lab
Computer Operations
Computer Operations
Computer Operations
Perkins Vocational Grant
Telephone

Computer Operations
Computer Operations
Education

Advising Center
Business Programs
Entreprenterialship Grant
Entreprenterialship Grant
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JCC: Business and

6/21/2010 6/22/2010 $2,994.00 IT Humanities
6/23/2010 6/24/2010 $1.996.00 SS &L Journalism
6/23/2010 6/24/2010 $998.00

Computer Lab & JCC
6/30/2010 7/1/2010 $24,900.00 1T Computer Lab
7/7/2010 7/8/2010 $1,996.00
7/14/2010 7/15/2010 $311.00 IT Computer Lab
7/16/2010 7/19/2010 $24,700.00 IT Computer Lab
772010 71972010 $24,700.00 IT JCC Computer Lab
7/192010 7/20/2010 $157.00 1T Computer Operations
772042010 7/22/2010 $1,976.00 IT Special Transition
7/21/2010 7/23/2010 $5,765.00 IT Computer Operations
7/23/2010 7/26/2010 $9,880.00 IT Computer Lab
7/28/2010 7/30/2010 $1,817.00 IT Computer Operations
7/29/2010 8/2/2010 $1.028.00 1T Perking Vocational Grant

Matching Nursing Access
81212010 8/4/2010 $299.00 Health Services DOL
8/4/2010 8/6/2010 $2,074.98 IT JCC Computer Lab
8752010 8/9/2010 $917.00 IT JCC Computer Lab
8/6/2010 8/9/2010 $15808.00 IT Perkins Vocational Grant
8/12/2010 8/16/2010 $149.00 IT Computer Operations
8/13/2010 8/16/2010 $1,564.00 IT NSF [gnite Grant
8/18/2010 8/20/2010 $998.00 Academic Affairs  Perkins Vocational Grant
8/19/2010 8/23/2010 $2,074.98 IT Computer Operations
8/20/2010 8/23/2010 $2,001.00 It Computer Operations
8/23/2010 8/25/2010 $7.089.00 Science Lab/Equip Upgrades
8/24/2010 8/26/2010 $1,024.00 Science Lab/Equip Upgrades
8/26/2010 8/30/2010 $998.00 1T Dist Learning Fee Equipment
9/7/2010 9/9/2010 $14,250,00 IT Human Resources
9/8/2010 9/10/2010 $1,977.00 IT Computer Operations
9/8/2010 9/10/2010 $164.00 IT Computer Operations
9/9/2010 9/13/2010 $239.00 Social Sei and Lang Forensics Travel
9/9/2010 9/13/2010 $3,266.00 IT Computer Operations
9/13/2010 9/15/2010 $1,977.00 IT Computer Operations
8/14/2010 9/16/2010 $9,384.00 IT Dist Learning Fee Equipment
9/15/2010 9172010 $14,250.00 IT Computer Operations
5/27/2010 9/29/2010 $1,569.00 NSF Grant NSF Ignite Grant

Perkins Vocational Grant FY
9/2712010 9/29/2010 $998.00 IT 11
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9/30/2010 10/4/2010 $24,927.00 Academic Affairs  Literacy & Tech Grant
10/12/2010 10/14/2010 $4.485.00 Academic Affairs  Developmental Math Grant
PACF & JCCF PACYF & JCCF Grant
10/13/2010 10/15/2010 $1,133.00 Grant Interactive Lessons
10/20/2010 10/22/2010 $14,250.00 IT Computer Operations
10/26/2010 10/28/2010 $14.,525.00 IT Computer Operations
10/28/2010 11/1/2010 $1,338.00 IT Computer Operations
117172010 11/3/2010 $14,250.00 IT Computer Operations
11/2/2010 11/4/2010 $1,338.00 IT Computer Operations
Grant Changing the Equation,
11/11/2010 11/15/2010 $23,712.00 Dev Ed Dev Math Fee
12/15/2010 12/17/2010 $14.250.00 IT Computer Operations
12/17/2010 1272072010 $1,638.00 IT Computer Operations
12/30/2010 1/3/2011 $1,996.00 IT Computer Operations
12/30/2010 1/3/2011 $820.00 IT Computer Operations
Perkins Vocational Grant FY
1243172010 1/3/2011 $4,372.00 T 11
/1172011 1/13/2011 $824.00 1T Computer Operations
Perkins Vocational Grant FY
1/13/2011 /1772011 $1,887.00 IT 11
Perkins Vocational Grant FY
1/17/2011 141972011 $189.00 IT 11
141972011 142172011 $14,250.00 IT Computer Operations
1/20/2011 1/24/2011 $3,204.00 IT Computer Operations
1/21/2011 172412011 $1,648.00 IT Computer Operations
1/24/2011 1/26/2011 $14,250.00 1T Computer Operations
1/25/2011 1/27/2011 $2,047.00 IT Computer Operations
1/26/2011 1/28/2011 $567.00 1T Computer Operations
2/312011 2/7/12011 $14,250.00 IT Computer Operations
2/14/2011 2/16/2011 $14,235.00 1T Computer Operations
2/1812011 2/2172011 $3,886.00 IT Capital R & A
3/7/2011 3/9/2011 $6,801.00 IT Coniputer Operations

$1,070,323.95
Blanks indicate writing not legible.

Performance Evaluation & Research Division | pg. 45



Institutions of Higher Education WVU-Parkersburg

pg. 46 | WestVirginia Legislative Auditor




Annual Purchasing Performance Audit July 2011

Appendix E:  Agency Response

PERFORMANCE EVALUATION

JUL 7 20m

AND RESEARCH DIVISION

Issue 1: WVU-Parkersburg Directed Over $1.2 Million in 178 Transactions in
Just Over Two Years to One Florida Vendor in a Manner that Avoided
Competitive Bidding.

Issue Summary

A review by the Legislative Auditor’s Office of WV U-Parkersburg’s purchasing procedures
makes the following conclusions:

e  WVU-Parkersburg made 178 purchases in a two-year period totaling over $1.2 million in
computers and peripherals from a Florida computer vendor without giving another vendor a
chance to compete for the business.

e The purchases avoided bid thresholds that would have required other vendors to be
considered.

e The same computer brand could have been purchased from an existing state contract saving
the State at least $80,000.

e The Florida computer vendor was conducting business without a license in West Virginia.

Interviews indicate that the Chief Information Officer requested using a Florida vendor due to his
having experienced good service from the vendor in the past before he worked for WV U-
Parkersburg.

Emphasis on Competitive Purchasing Lacking At WVU-Parkersburg

WVU-Parkersburg (WVU-P) made no obvious effort to look beyond one Florida computer
vendor as it spent over $1.2 million on computers and peripherals in about two years. Other vendors,
in particular West Virginia vendors, were given no consideration to receive state business when
WVU-P repeatedly ordered computers and related peripherals in a manner that circumvented the
competitive bid process. As stated in the Higher Education Purchasing Manual 5.1.1,

Purchasing in higher education is a public trust. The authority to purchase and
acquire materials, supplies, equipment, services and printing is granted to the
Council, Commission and the Governing Boards by state law ... This places an
obligation on the institutions to exercise responsible and responsive management
of purchasing activities and to be good stewards of the public funds entrusted to
them. In addition, the Council and Commission desire that the institutions provide
the maximum opportunity to West Virginia vendors to conduct business with higher
education institutions. [Emphasis Added]

Performance Evaluation & Research Division | pg. 47




Institutions of Higher Education WVU-Parkersburg

According to WVU-P’s Chief Information Officer (C10), he began working for WVU-P in
November 2008 with the understanding that the college’s information technology system would need
to be replaced. The CIO told the Legislative Auditor that WVU-P’s computers were not standardized,
the computers were long past their service life, the network was “up, down and sideways,” wiring did
not meet fire code specifications, and a full electronic mail system for 10,000 users needed to be
created in short order. All computer and peripheral purchases were made from a vendor in St.
Petersburg, Florida. The Legislative Auditor inquired of the CIO as to how this Florida vendor was
known to him. He responded that he had been doing business with the vendor since 1993 and his
hometown was St. Petersburg, Florida, the location of this vendor. The CIO had also worked for a
college in St. Petersburg, Florida for a decade as that college’s computer technology director. WVU-
P’s Chief Information Officer told the Legislative Auditor that he had been advised by WVU-P’s
then Chief Procurement Officer that purchases could be made from the Florida computer vendor
without bids so long as a purchase fell beneath $25,000. Higher education purchasing rules do not
require an institution to purchase competitively when an order is less than $25,000. While higher
education does not require multiple prices to be sought, the higher education purchasing manual does
encourage institutions to purchase competitively beneath this $25,000 threshold. The statement by
the CIO suggests the college allowed the circumvention of competitive bidding.

Competitive Bidding Avoided By Breaking Up Purchases Over Time and
With Separate Orders

Purchases under $25,000 are considered “small” purchases. The intent of the law is to
simplify purchasing procedures when acquiring goods and services costing beneath a set threshold.
However, all of WVU-P’s computer purchases were a part of a greater unified information
technology system that WV U-P knew would be transformed. WVU-P abused the “small” purchase
process by repeatedly placing separate orders on multiple purchase cards and spacing orders over a
period of days during a two-year period in a manner that avoided the competitive bid level. When
purchases are made in this manner that circumvents competitive bidding, it is known as stringing.
WVU-P made 178 payments to the Florida computer vendor from December 2008 to March 2011,
The purchases were continuously stretched out over two years and among multiple purchase cards so
that purchases fell below the competitive bid threshold. Essentially, WVU-P strung the 178
purchases.

The West Virginia Department of Administration’s Agency Purchasing Manual defines
stringing as,

Issuing a series of requisitions or purchase orders to circumvent competitive bidding or to
defeat the State Purchasing Card transaction or delegated purchasing limit.

In small higher education institutions, such as WVU at Parkersburg. money is spent as it is
received from various sources (grants, donations, etc.). Many of these funds have start and
completion dates attached to them. Purchasing may receive several requisitions for different
items over a short period of time. This may appear to be “stringing”, but it is really an
attempt to meet the needs of the internal customer for the best price.
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Figures 1 and 2 show WVU-P’s purchases for the computer system overhaul over the two-
year period. Purchases were closely spaced in time, and because of this spacing, often reached the
upper limits of non-competitive thresholds.
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Figure 1
2008-2009 Informatton Technology Equipment Purchases from Same Vendor
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510020

525.020 3

[ Tl

—

$20000 +———— -t
515000
510,000 —-h. ’f‘
55,000
=]
.‘;():"‘.,,....V.,0

FAabor S A S BB B b AL AL ALY ; i i
Shrisrriiil AR b ASh b AL AT OO0 TN O NN OO v
% e M—«WU\LW = &%mm W
RSy SRR R R LR e e e
D o e R ! R R R s
DIOOO =T = e 2 SRSOTEeos
[ e L OO0 L0 i S 00007 OO0 OO M i Lt

Sowrce. Legistiive Andlifor yareelvsiz of IWPU =Packersbunse divi. —#—2010 Trensactions

pg. 50 | WestVirginia Legislative Auditor



Annual Purchasing Performance Audit July 2011

Figure 3 details just one month of the purchases seen represented in Figure 2. In this month,
April 2010, $136,506 was expended on computers and peripherals from the one Florida vendor. In
the early part of the month, the college expended nearly $70,000 within four days and again at the
end of month the college expended $51,478 in three days. Three of the purchases made in April 2010
fell just beneath the $25,000 competitive bid threshold; once just $150 below the threshold.

Figure 3
April 2010 Information Technology Equipment
Purchases From Same Vendor

|
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442672010
| |
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4/5/2010
|
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*Total of three sepaate ranzactions on Apnl 5 {81,318, $6.320.and $9.180)
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Other Purchasing Violations Were Committed in Order to Use the Florida
Vendor Exclusively

Of the 178 purchases made by WVU-P, three actually exceeded the $25,000 bid threshold. In

order to avoid competitive bidding in these three cases, WVU-P effectively sole-sourced each to the
Florida vendor. The Higher Education Purchasing Manual (5.28.1) states that sole-source and single-
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source procurement are not permissible unless the materials or equipment are available from only one
supplier. According to the manual,

...single source procurement is permitted only when the goods and services are of such a unique
nature that they cannot be acquired from any other source....

The computers and peripherals purchased did not have a unique nature. One of the three purchase
orders had documentation attached that suggested the college was attempting to justify purchasing solely
from this vendor. As stated in the Higher Education Purchasing Manual (5.28.2),

The determination as to whether procurement shall be made as a sole/single source shall
be made by the Chief Procurement Officer. Such determination and the basis therefore
shall be in writing... Any request that procurement be restricted to one potential
supplier shall be accompanied by an explanation as to why no other will be suitable
or acceptable to meet the need. [Emphasis added]

The reasons WVU-P gave for why the purchase had to be sole sourced were as follows:

e the computers had to be ordered immediately,
special pricing was available from the computer manufacturer for a limited time, and
o the vendor had the necessary quantity of computers available.

While the determination was improperly made by the chief information officer instead of the chief
procurement officer, it is more important to note that the reasons given are not valid for sole-sourcing by
higher education purchasing standards.

West Virginia Purchasing Division Has Established a “Best Practice” for
Procurement

Unlike higher education institutions, when most state spending units make a purchase they are
mandated to follow the Department of Administration’s Division of Purchasing (Purchasing) rules.
WVU-P would have been well served to have considered the Purchasing Division’s spending unit
decision path before buying from the Florida computer vendor. Figure 4 illustrates the detailed decision
path used by other state spending units when planning any purchase, let alone a capital outlay to the
extent expended by WVU-P.
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Figure 4
State Spending Unit Decision Path
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Higher education is not required to follow this decision path. The decision path WVU-P took as it
began making purchases was to determine it needed computers and peripherals, select the Florida vendor
based not on a request for quotation results or comparison shopping but on the WVU-P CIO’s 18-year
business relationship with the vendor, then WVU-P either tried to justify sole sourcing purchases or make
certain that purchases cost less than $25,000 so competitive bids did not have to be sought. As a result,
three of 178 transactions WV U-P made with the Florida vendor were above $25,000, the rest were below
$25,000. Yet, even in these three instances, WVU-P still violated higher education purchasing procedures.

WVU-P knew it would be expending considerable capital to overhaul its information technology
system before it began to purchase the computers and peripherals. However, the community college did
not go about planning for such purchases. It did not seek competitive bids, comparison shop or even
determine whether the same brand and warranties were available on a state contract.

Comparable Computers Were Available on an Existing State Contract

As was shown in Figure 4, the State Spending Unit Decision Path, one step state agencies
take is to determine if items needed are available through an existing state contract. If so, the
agency is required to purchase from that contract. Higher education is allowed to purchase from
the Purchasing Division’s contracts but is not required to do so. One Purchasing Division
contract available is for computers and related peripherals. The computer brand available
through the Purchasing contract is the same as those purchased from the Florida computer
vendor. The Legislative Auditor reviewed the computers available through the Purchasing
Division’s contract compared to WVU-P’s computer purchases. Computer models available on the
Purchasing contract were found to be comparable to those WVU-P purchased from the Florida
computer vendor. In many cases the computers were less expensive from the statewide contract and
the manufacturer would have paid corporate net income taxes to West Virginia.
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United States-English

» 1P Home » Produets & Services »> Support & Drivers > How to Buy

: Part Number S h
» Contact HP Buy onfine or call 1-800-727-2472 Search B3 Part Number Searc
Systems & Hardware
| » Store home | » Computing | » Frinting and digital imaging | » Supplies & Accessories
(ﬁP] Shopplng Cart HP recommends Windows® 7.
invant
» Higher education 6-July-2011
» Login/register 2 3
o Colat & AR NS Contract: WV - STATE OF WEST VIRGINIA (WSCAINASPO)
» Retrieve saved quote
» Order history
» Order status This page will allow you to review your current order, maodify items in your shopping cart or add items to
» Standards your shopping cart via our Fast Add feature listed below. Once you have items in your shopping cart you

can change quantities (then click RECALCULATE at the bottom to adjust the total), remove items, sawe as
a quote or proceed to checkout. If you have any issues please call 1.800.607.3567 or email us at
Add item to cart ebusinessSupport@hp.com.

enter part number B S -
! Continue Shopping » | Printable View » ‘ Save Quote » ] Empty Cart » l Checkout » ‘

) Hide product components / details
» View cart

» Product searchicompare Item / description Partno. Unitprice Qty Extprice

» View contract price list » AY032AV - HP Compagq 8100 Elite Base $1,025.14 |4 $1.025.14  ponove » |
Small Form Factor PC ; ———
-Configurable- HP Compaq 8100  AY032AV Customize » ]
Elite Small Form Factor PC
Genuine Windows® 7 WIT4AVIABA

Professional 32 bit

Intel® Core™ i3-560 Processor XP370AV
(4M Cache, 3.33 GH2)

Chipset
Intel® Q57 Chipsetintegrated

4GB DDR3 (PC3-1333) MHznon-  VU0B4AV
ECC (2 x2 GB DIMM)

HP 500GB 3.5" 7200 rpm SATA VUO34AV
3.0 Gbls NCQ, SMART IV

Real-time data backup
No ltem Selected

2nd hard drive cable
No ltem Selected

HP SATA DVD-ROM Drive VL508AV

Graphics

Intel® Graphics Media Accelerator

HD

HP USB Standard Keyboard VLABTAVHABA
HP PS/2 2-Button Optical Scroll VL504AV
Mouse

HP Compagq 8100 Elite SFF 89%  AY035AV
Chassis

Power Efficiency Solution

No Item Selected

Cinnla | Init (CEE\ Dankanina AW1T73AV
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WHIYIC WIHLDT | ) 1 aunayiliy e e
3/3/3 SFF Warranty W178AABA

HP Compaq 8100 Elite Country Kit VV152AV#ABA
(Includes a Quick Setup & Getting

Started manual in English and a

country-s pecific power cord)

» HP 4y NBD onsite coverage/Disk Base $87.20 i $87.20  pamove » [
Retention DT Only SVC )
4-year, 9x5 next business dayon-  UE333E “Customize » |

site coverage with disk retention
desktop-only senvice

Purchase information

Purchase information is needed for this items in your cart. Please click on the "Edit" link before
checking out.

Edit » l

Cart Total:  $1,112.34

Recalculate » t View Special Pricing » é Estimated Lease $34.54
Cost/month:
‘ tyc‘:‘h{inue &hoppmg » % Printable View » % ' Séve (juutc »E Empty Cart » s Checkout » l

If you know the HP part number, quickly add it to your cart.

Fastadd: Partnumber | - Unitaty 1 . Addtocart» |

* Customer is responsible for ensuring the value of Open Market itemsis consistent with their contract terms & conditions.
* Components of Built-For-You systems may not be ordered separately

* Prices in this quote are valid for 30 days from above date and are subject to change without notice.

* Product availability is subject to change without notice

* If you are submitting a hard copy purchase order, please include a printed copy of this quote with your purchase order
* If you have any problems with this site please call 1.800.607.3567 or email us at ebusinessSupport@hp.com

* (#)intel'snumbering is not a measurement of higher performance.

* HP is not liable for pricing errors. If you place an order for a product that was incomectly priced, we will cancel your
order and credit you for any charges. In the event that we inadvertently ship an order based on a pricing eror, we will
issue a revised invoice to you for the correct price and contact you to obtain your authorization for the additional
charge, or assist you with return of the product. if the pricing error results in an overcharge to you, HP will credit your
account for the amount overcharged.

* This quotation may contain open market products which are sold in accordance with HP's Standard Terms and
Conditions HP makes no representation regarding the TAA status for open market products. Third party itemsthat may
be included in this quote are covered under the terms of the manufacturer wamanty, not the HP wamanty.

Printable version
f) —rintable version

Privacy statement Limited w arranty statement Using this site means you accept its terms Feedback to Government and Education
© 2011 Hew lett-Packard Development Company, L.P.
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» Contact HP Buy online or call 1-800-727-2472

United States-English

Search: | o - . [B8 Part Number Search

Syé‘.téms & Hardware

| » Store home | » Computing | » Printing and digital imaging | » Supplies & Accessories

D

lavaent

» Higher education

-

» Loginfregister

» Select a different state
» Retrieve saved quote
» Order history

» Order status

» Standards

Add item to cart
lenter part number | 53

» View cart
» Product search/compare
» MView contract price list

ShOppl ng Cart HP recommends Windows® 7.

6-July-2011

Contract: WV - STATE OF WEST VIRGINIA (WSCAINASPO)

This page will allow you to review your current order, modify items in your shopping cart or add items to
your shopping cart via our Fast Add feature listed below. Once you hawve items in your shopping cart you
can change quantities (then click RECALCULATE at the bottom to adjust the total), remove items, save as
a quote or proceed to checkout. If you have any issues please call 1.800.607 3567 or email us at
ebusiness Support@hp.com.

Cra;rrr‘z;tihue “Swl';o”pping » l Printable View » E Save Quote » I Empty Cart » ' Checkout »

¢ Hide product components / details

ltem / description Part no. Unitprice Qty  Ext.price
HP LE2201w 22-inch Widescreen ~ NKS71AA#ABA  §224.10 4 - 822410 o hove »
L.CD Monitor i o

Cart Total: $224.10

Recalculate » View Special Pricing »

"} Ifyou are a non-federal customer shipping to California, please check here.

Continue Shopping » § Printable View » % Save Quote » f Empty Cart » f Checkout »

If you know the HP part number, quickly add it to your cart.
Fastadd: Partnumber Unitaty 1 | AddtoCart» |

= Customer is responsible for ensuring the value of Open Market items is consistent with their contract terms & conditions.
* Components of Built-For-You systems may not be ordered separately.

* Prices in this quote are valid for 30 days from above date and are subject to change without notice

* Product availability is subject to change without notice

*If you are submitting a hard copy purchase order, please include a printed copy of this quote with your purchase order
* If you have any problems with this site please call 1.800.607 3567 or email us at ebusinessSupport@hp.com.

* @)intel's numbering is not a measurement of higher performance.

* HP is not liable for pricing errors. if you place an order for a product that was incomectly priced, we will cancel your
order and credit you for any charges. In the event that we inadvertently ship an order based on a pricing eror, we will
issue a revised invoice to you for the comect price and contact you to obtain your authorization for the additional
charge, or assist you with retum of the product. If the pricing error results in an overcharge to you, HP will credit your

account for the amount overcharged

* This quotation may contain open market products which are sold in accordance with HP's Standard Terms and
Conditions. HP makes no representation regarding the TAA status for open market products. Third party itemsthat may
be included in this quote are covered under the terms of the manufacturer wananty, not the HP wamanty.
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United States-English

Search: | Part Number Search

» Contact HP Buy online or call 1-800-727-2472 .
Systems & Hardware

| » Store home | » Computing | » Printing and digital imaging | » Supplies & Accessories

[6/] S hopp I ng ca rt HP recommends Windows® 7.

isvent

» Higher education 6-July-2011

» Login/regilslef Contract: WV - STATE OF WEST VIRGINIA (WSCA/NASPO)
» Select a different state

» Retrieve saved quote

» Order history

» Order status This page will allow you to review your current order, modify items in your shopping cart or add items to

» Standards your shopping cart via our Fast Add feature listed below. Once you have items in your shopping cart you
can change quantities (then click RECALCULATE at the bottom to adjust the total), remove items, save as
a quote or proceed to checkout, If you have any issues please call 1.800.607.3567 or email us at

Add item to cart ebusinessSupport@hp.com.

lenter part number | [

Continue Shopping » I Printable View » E Save Quote » } Empty Cart » § Checkout » i

@ Hide product components / details
» View cart o . .
» Product search/compare Iltem [ description Part no. Unitprice Qty  Ext.price

» View contract price list » Configurable- HP Probook 6550b Base $1.220.71 4 $1.22071  pemove » |
Notebook PC with AT! Mobility ' o
Radeon HD 540v (512MB)
VZ248AV
HP Probook 6550b Notebook PC~ VZ246AV Customize » |
with ATI Mobility Radeon HD 540v S
with 512MB dedicated video
memory
Genuine Windows® 7 WN3E4AWABA
Professional 32

Genuine Windows 7 Logo VMI39AV

Intel® Core™ i3-370M Processor ~ WI584AV
(2.40 GHz, 3 MB L3 cache, 1066
MHz FSB)

Intel Core i3 Label WC295AV

Estar Label - if any Windows 0S is  WQ5S33AV
selected, then label is required

no vPro Technology support FGI72AV
15.6-inch diagonal LED-backlitHD  VZ254AV
anti-glare (1366 x 768)

Videolgraphics

ATl Mobility Radeon™ HD 540v
with 512 MB dedicated video
memory

2 GB 1333 MHz DDR3 SDRAM VZ258AV

(1D)

160GB 7200RPM SATA Hard WH147AV
Drive

DVD+RW SuperMulti DL VZ266AV

LightScribe Drive
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160GB 7200RPM SATA Hard WH147AV
Drive

DVD£RW SuperMulti DL VZ266AV
LightScribe Drive

TouchPad Keyboard with Number ~ WN299AWABA
Keypad US

Intel Centrino® Advanced-N 6200  VZ272AVRAC3
(2x2)

HP Integrated Module with VZZT73AV
Biuetooth® 2.1 Wireless

Technology

HP Mobile Broadband
Builtin HP Mobile Broadband not

included

56K v.92 High Speed Modem WN331AV

No Integrated Fingerprint Reader ~ WH158AV
90W Hardware Kit US WN302A¥ABA
HP 6-Cell 55 Wh Li-lon Battery VZ268AV
Limited 3-year Warranty 3/3/0 WN342AHABA
Note:

Additional accessories added
from categories below will ship
and invoice separately.

VBO41AA#ABA  $165.24 4 I $165.24

HP 90W Docking Station

Purchase information
Purchase information is needed for this items in your cart. Please click on the "Edit" link before
checking out.

Edit » §

CartTotal: $1,681.15

Recalculate » n View Special Pricing » Estimated Lease $52.20
Cost/month:

Ifyou are a non-federal customer shipping to California, please check here.

Coﬂrrxtinue/shopping » } Printable View » % Save Quofe » § Empty Cart » Checkout » f

If you know the HP part number, quickly add it to your cart.
Fastadd: Patnumber = . Unitgy 1 Add to Cart » |

* Customer is responsible for ensuring the value of Open Market items is consistent with their contract terms & conditions
* Components of Built-For-You systems may not be ordered separately.

* Prices in this quote are valid for 30 days from above date and are subject to change without notice

* Product availability is subject to change without notice

* If you are submitting a hard copy purchase order, please include a printed copy of thisquote with your purchase order

* If you have any problems with this site please call 1.800.607.3567 or email us at ebusinessSupport@hp.com

* (#)intel's numbering is not a measurement of higher performance

* HP isnot liable for pricing erors if you place an order for a product that was incomectly priced, we will cancel your
order and credit you for any charges. in the event that we inadvertently ship an order based on a pricing error, we will
issue a revisad invoice to you for the correct price and contact you to obtain your authorization for the additional
chaige, or assist you with retum of the product. if the pricing error results in an overcharge to you, HP will credit your
account for the amount overcharged.

* This quotation may contain open market products which are sold in accordance with HP's Standard Termms and
Conditions HP makes no representation regarding the TAA status for open market products Third party items that may
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T

WORK ORDER

5355 Dr. MLK Street No. DATE:  \WORROROR:
St. Petersburg, FL 33703 %@ 8/12/2010 B19848
7272094324
Ship To
NAME / ADDRESS A53309-WVWSCA
WEST VIRGINIA UNIVERSITY
PARKERSBURG CAMPUS
300 CAMPUS DRIVE
PARKERSBURG, WV 26104
P.0. NO. TERMS SERVICED D... REP JOB BUYER
8/12/2010 B19848
(TEM CODE DESCRIPTION Qty | UNITP... SERIAL # B/O| TOTAL
WZ241UTHA... | HP.6550b, Intel Core i5-450M CPU, 15.6 HD 1l 949.00 949.00T
‘panel, 320 GB hard drive, DVDH-RW ,
W [Ceattact 7t Bragdeom, Webcam, 4GB 1333DDRI
a e memory, Windows 7 Professional - Sea |
e epie 4o \_|Freight, Ono Year, Pars and Labor, Mail b
he m.d{!s we wmﬁ‘""““" g
VBO41UT 90 WATT DOCKING STATION FOR 1| 149.00 149.00T
PROBOOK 65408 _
AT912UT 2 GB DDR3 RAM FOR PROBOOK | 69.00 69.00T
U4391E HP Next Business Day Onsite HW Supp 1 169.00 169.00T
Exclude External Monitor 3 yr
A4B-00007 | MICROSOFT KEYBOARD AND MOUSE | 39.00 39.00T
USB/PS2
NKI128A8#ABA | HP Promo LE2001w 20[nch wide LCD il 169.00 169.00T
Monitor.
Freight Freight 1 20.00 20,00
Subtotal $1,564.00
Sales Tax (0.0%) $0.00
SIGNATURE
5 TOTAL e
Phone #
727/209-4324
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{7 compare Queue (2) [} Send Feedback

Home Corrpare intet® Froducts

Compare Intel® Products permaink| ciear Queve

English

Institutions of Higher Education WVU-Parkersburg

Type Here {0 Search Products

[

BTG

Remove Product

Highlight rows with differences H%

Remove Product

Intel® Core ™ i3-370M Intel® Core™ i5-24008

Product Name Pracessor (3M cache, Processor (6M Cache,
240 GHz) 2.50 GHz)
Code Name Agrandale Sandy Bridge
Essentials
Status Launched Launched
Launch Date Q310 Qrit
Processor Number i3-370M i5-24008
#of Cores 2 4
# of Threads 4 4
Clock Speed 2.4 GHz 2.5 GHz
Max Turbo Frequency 3.3 GHz
Cache 3 MB Intel® Smart Cache 6 MB Intel® Smart Cache
Bus/Core Ratio 18 25
Bus Type Dag DMI
System Bus 25GTs 5GTls
64-bit 64-bit

instruction Set

Instruction Set Extensions SSE4.1, SSE4 2 SSE4.1/4.2, AVX

Emb?viﬁg l;'):uons No No
Lithography 32 nm 32nm
Max TDP 35W 65w
Recommended Channel
Price $19500
Memory Specifications
Max Memory Size
(dependent on memory 8GB 32GB
type)
Memory Types DDR3-800/1066 DDR3-1066/1333
# of Memory Channels 2 2
Max Memory Bandwidth 17.1 GBfs 21GB/s
Pt rides
ECC Memory Supported No No
Graphics Specifications
Integrated Graphics Yes
Yes

Processor Graphics

Graphics Model Intel® HD Graphics 2000

l

Per WV State Contract Snecs

| WestVirginia Legislative Auditor
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Graphics Base Frequency

Graphics Max Dynamic
Frequency

inte!® Quick Sync Video

Intel® InTru™ 3D
Technology,

inlel® Insider™
Intel® Wireless Display

Intel® Flexible Display
Interface (Intel® FDI)

Intel® Clear Video HD
Technology

Dual Display Capable

Macrovision® License
Required

Expansion Options
PClExpress Revision

PCl Express
Configurations

# of PCi Express Ports

Package Specifications

Max CPU Configuration

Tease
TiuncTion

Package Size

Processing Die Size

# of Processing Die
Transistors

Graphics and IMC
Lithography
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Sockets Supported

Halogen Free Options
Available
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intel® Turbo Boost
Technology

Intel® Wro Technology

Inte!® Hyper-Threading
Technology

intel® Virualization
Technology (VT-x)

Intel® Virtualization
Technologyfor Direcled
VO (Vi-d)

Intel® Trusted Execution
Technology

AES New Instructions

500 MHz

667 MHz

Yes

2.0

ix16

90°C for rPGA, 105°C for

tPGA 37 Smmx 37.5mm,
BGA 34mmx28mm

81mm?2

382 million

45 nm

114 mm?

177 miltion

PGA988

Yes

850 fiHz

1.1 GHz

Yes

Yes

Yes

Yes

Yes

20

69.1°C

37.6mm x37.4

LGA1155

Yes

Yes

Mo

Yes

Yes

Yes
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Florida Vendor Cost More for Some Computers and Peripherals

An analysis by the Legislative Auditor showed that if WVU-P had taken the time to examine

the computers and equipment available on the statewide contract, it would have saved over $82,000
compared to purchasing all the equipment through one vendor in Florida. This analysis is shown in

Table 1.
Table 1
Total Cost Savings Not Realized Because
the Statewide Contract Was Not Used
December 2008 to March 2011
Purchase Category | Total Dollar | Total Dollar Cost | Savings Not Realized
Amount  WVU-P | Under State
Paid 12/08 to 3/011 | Contract
Keyboard/Mouse 51,080 30 51,080
 Docking Station $9.400_ $7324 52,076
Shipping $10,553 $2,667 57,886
Laptops $101,576 $92,611 58,965
Deskiops $427.931 $252,010 §135.021
| Monitors $42.747 $116,820 ($74,073)
Total $594,196 $511.432 $82.764
Source: Legisiative Auditor s analysis of WVU-Parkersburg data and Purchasing Division data.

Thank you for providing your supporting documentation regarding the savings.

As previously mentioned, we purchase the best tools with the funds granted, to help our students
compete in the outside world. The attached examples show, while what is negotiated in the State
Contract (P08, change order 11) is close, the driving power of the model selected by WVU at
Parkersburg is far superior and better serves our students needs. The current state negotiated models
are either outdated or soon to be outdated. Thus the price comparison in Table 1 are somewhat
skewed.

Competitive pricing is now obtained from at least 3 vendors from their website, and attached to each
purchase requisition.

Performance Evaluation & Research Division |
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HP dc5800 Desktop PC

BTC HP
| Processor E 8400 pages) E 7200 (page2)
B Hard Driywe” 160 GB (Page 4) 8"0 GB (rage2)
) Memory 4 GB (Page 4) 2 GB {Page2)
Warra nty 4 YEAR {Page 4) 4— YEAR (Pagez) o
Cost of PC  $967.00 $459.00
Monitor 22inch -Free- 19 inch - $179 - (rages)

Total Cost $967.00 | $638.00

Upgrade Prices not Available
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TENOLG
)

pss

WORK ORDER

CENTER
5355 Dr. MLK Street No. DATE | WORKORDE..
St. Petersburg, FL 33703 2/26/2000 B16756
727-209-4324
Ship To
NAME / ADDRESS
WEST VIRGINA UNIVERSITY
PARKERSBURG CAMPUS
300 CAMPUS DRIVE
PARKERSBURG, WV 26104
P.O.NO. TERMS SERVICED D... REP JoB BUYER
A63309-WVWSCA 2/26/2009 BI6756
ITEM CODE DESCRIPTION QTY | UNITP... SERIAL # B/O TOTAL
KA43SUTHABA | Promo HP de5800 Microtower, Intel Core 2 25 967.00 24,175.00T
Buo E8400 Processor, 2GB PC2-6400
(DDR2-800) 2 IGB, 160GB, SATA 16X
SuperMulti LightScribe Drive, 3-3-3 Warranty
MT, Office Ready, Vista Downgrade to XP
Pro, Vista Biness 32 bit Recovery XP Pro
Recovery CD.
GXO0TASHABA | HP Promo L.2208w LCD Monitor 22 Inch 25 0.00 0.00T
Wide. 1680 x 1050 optimum resolution, 300
nits brightness for clear viewing, High 1000:1
contrast ratio. Tilt, swivel, pivot, and height
adjustment featurcs enable customized user
positioning.
AHOGOAT HP PROMO 2GB PC2-6400 (DDR2-800) 25 0.00 0.00T
DIMM.
Freight Freight 1 250.00 250.00
Subtotat $24,425.00
Sales Tax (0.0%) $0.00
SIGNATURE
TOTAL S24425,00
Phone #

T27i209-4324
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Florida Vendor Not Registered in West Virginia

The Legislative Auditor found that the Florida vendor used by WV U-P was not registered with
the Department of Administration, the Secretary of State or the Department of Tax and Revenue at the
time that it was transacting business with WVU-Parkersburg. Registration with all three of these state
offices is required for different purposes.

All vendors selling products and services to the State of West Virginia are required to register
with the Department of Administration’s Purchasing Division prior to receiving a purchase order.
WVU-P issued three purchase orders to the Florida vendor in the three cases where the transactions
exceeded $25,000; however, the computer vendor was not registered with the Purchasing Division.
WVU-P did not comply with a requirement to make certain the vendor was registered with the
Department of Administration. This provision is stated in West Virginia Code §18B-5-5:

(a) Every person, firm or corporation selling or offering to sell to the commission or the
governing boards, upon competitive bids or otherwise, any materials, equipment, services or
supplies in excess of twenty-five thousand dollars....(2) Shall file with the director of the
purchasing division of the state of West Virginia the affidavit required herein...

This statutory requirement is also reflected in the Higher Education Purchasing Manual which
requires the college’s Chief Procurement Officer to ensure that the vendor be duly registered with the
Purchasing Division before issuing a purchase order that exceeds $25,000. WVU-P’s CPO at the time did
not make certain the vendor was registered with the Purchasing Division.

In an interview with the Higher Education Policy Commission’s Chief Financial Officer (CFO)
the Legislative Auditor learned that purchasing training provided to institutions discusses little in the way
of vendor registration requirements. According to the CFO, the topic of vendor registration is not covered
in every training session although training occurs twice a year. The Legislative Auditor was told that the
topic of vendor registration has not been discussed in almost seven years. When asked to specifically
detail what is covered in the way of vendor registration requirements, the Legislative Auditor was told
that the only requirement is for registering with the Division of Purchasing when a single payment of
$25,000 or greater is required. Conferring with the Purchasing Division is a way to determine if a vendor
is in good standing with the state and does not owe the state money or is under an obligation to complete
any other work for the State of West Virginia

Being a registered vendor with the Department of Administration’s Division of Purchasing is not
the same as being registered with the Secretary of State or obtaining a business license from the
Department of Tax and Revenue. Another best practice of the Division of Purchasing requires state
spending units to verify that vendors are duly licensed. As stated in the Purchasing Division’s Legislative
rule §148-1-6.1.7,

The vendor must be licensed and in good standing in accordance with any and all state
and local laws and requirements by any state or local agency of West Virginia, including,
but not limited to, the West Virginia Secretary of State's Office, the West Virginia
Tax Department, West Virginia Insurance Commission, or other state agencies or
political subdivisions...[Emphasis added]

Nothing precludes institutions of higher education from verifying vendors are licensed and in
good standing. If WVU-P had sought verification of licensure and good standing it would have
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discovered the Florida vendor also had not registered with the Secretary of State or obtained a business
license from the Department of Tax and Revenue.

As an out-of-state entity, the Florida vendor was required to register with the Secretary of State’s
Office in order to conduct business in West Virginia. Often a certificate of good standing or existence
from the domestic state is also required. The Florida computer vendor did not register with the Secretary
of State or submit to the Secretary of State a certificate of good standing or existence from Florida.

A business registration certificate from West Virginia’s Department of Tax and Revenue is
required by West Virginia Code to legally sell within the state. The Florida computer vendor did not
register with the Tax and Revenue Department before it commenced business activities in West Virginia.
The Legislative Auditor notified the Department of Tax and Revenue of the Florida vendor. The
Department of Tax and Revenue has indicated that it will make certain the business license is obtained.
As the vendor has no physical presence within the State it is apparently not obligated to pay corporate net
income taxes or any other taxes to West Virginia. Tax and Revenue is permitted to fine a vendor $100 a
day for each day it operates without a license.

When the Legislative Auditor told WVU-P that the vendor was not registered with the
appropriate agencies, WVU-P showed the Legislative Auditor that it had obtained a financial information
management system (FIMS) number for the vendor. WVU-P was under the impression the FIMS number
alone was sufficient, and that both the community college and the vendor had complied with all necessary
registration requirements. However, the vendor had a FIMS number because it was being paid through the
State Auditor’s Office. The FIMS number is a number assigned to all vendors who receive payments from
state spending units. It does not signify that a vendor has gone through the appropriate procedures to
conduct business in the state.

Vendors are responsible for familiarizing themselves with applicable provisions of West Virginia
Code. This computer vendor disregarded its responsibility and could be liable for fines, penalties and
suspension from selling in West Virginia as a result of its failure to properly present itself to the State. As
a vendor of long standing in Florida, where it is duly registered, the computer vendor should have been
aware of its obligation to register with a state.

Conclusion

The Legislative Auditor concludes that WVU-Parkersburg violated the spirit of competitive
bidding and procurement law. The Chief Information Officer’s desire to use a vendor from whom he had
received good service in the past, prior to his employment with WVU-P, is not justification for
circumventing purchasing procedure. A significant effect of these purchasing violations is that West
Virginia businesses and the West Virginia economy were denied the economic benefit of having over
$1.2 million in computer purchases. The State recognizes the importance of having state purchases made
in-state when possible for the sake of local businesses, employment and state tax revenue. This policy is
implied in the fact that the State gives in-state vendor preference for state purchases and by law the State
is willing to provide as much as a five percent preference to a West Virginia vendor over an out-of-state
vendor when awarding a competitively bid contract.

Recommendations
1. WVU-Parkersburg should comply with the provisions of the Higher Education Purchasing manual

that require institutions ensure that purchases be made competitively and emphasize providing in-
state vendors an opportunity to participate in the institution’s purchases.
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2. Sole source purchases should comply with the requirements as stated in the Higher Education
Purchasing manual §5.28.

3. The Legislature should consider amending the higher education statute to require institutions (o
mandate vendors provide them with a copy of business registration license issued by the State
Department of Tax and Revenue and otherwise comply with the requirements found in the Division of
Purchasing’s legislative rule §148-1-6.1.7.

4. The Higher Education Policy Commission should incorporate into its higher education purchasing
manual instructions fo institutions on requiring vendors to substantiate that the vendor has
registered with the Division of Purchasing, the Secretary of State and the Department of Tax and
Revenue.

West Virginia Legislative Auditor
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Issue 2: A Workforce Development Grant Issued By the Council for
Community and Technical College Education Was Used in Part By WVU-
Parkersburg to Have Equipment and Personnel Sent to Illinois, Oklahoma
and California to Train a West Virginia Company’s Out-of-State Workers.

Issue Summary

WVU-Parkersburg received a grant from the Council for Community and Technical College
Education that was used not only to train an in-state company’s in-state workers, but also to have
equipment and personnel sent to locations in three states to train the company’s out-of-state
employees. The company paid to transport the community college’s equipment and paid for the
instructor’s travel and lodging; however, the instructor’s salary and the costs of the equipment were
paid with state grant monies. The Legislative Auditor recognizes the need to address the workforce
needs of companies that have a presence in the state. However, the Legislative Auditor concludes
that the intention of workforce development initiatives is for the direct benefit of the state’s
workforce and economy. This intent is reflected in the legislative stipulation that training offered by
community colleges is to take place within the college or in locations of statutorily specified counties
of the state. The WVU-Parkersburg training involved training 32 workers in [llinois, Oklahoma and
California. Some of the expenses were to be paid by the company, but WVU-Parkersburg has not
provided how much the company has paid to date. At a minimum, at least $34,000 was spent by the
State to train out-of-state workforces, but the actual amount, which cannot be determined, is likely
higher. Given that the State’s community colleges could be requested to train out-of-state workforces
in the future, a policy should be established to address such requests by in-state companies.

Legislature Intended Workforce Development Training for West Virginia
Workers in West Virginia

The West Virginia community college system, with oversight and leadership provided by the Council
for Community and Technical College Education (Council), is statutorily mandated to be the Statei|s
primary provider of workforce development training. Workforce development training is intended to
meet the immediate and long-term workforce needs of West Virginia employers and employees
according to §18B-1-1a (e)(1)(B)(i). The Council distributes three state-funded grants to community
colleges to promote workforce development training and the development of workforce programs.
One of these three grants was statutorily created (Workforce Development Initiative Program), while
the Advance grant and the Technical Program Development grant were created administratively by
the Council. Although the Advance grant was used to fund the out-of-state workforce training, the
Legislative Auditor determines that these administrative workforce development grants should be
administered consistent with the Legislature’s intent as expressed in creating the Workforce
Development Initiative Program.

In reviewing statutory references of the Legislature’s intentions for the Workforce Development
Initiative Program (§18B-3D), the Legislative Auditor concludes that this grant

initiative was intended to provide workforce training within districts or regions of the state.
References to the West Virginia workforce and to the state economy in §18B-3D-1 include the
following reasons for workforce development grants:

e to meet the changing needs of employers throughout the state,

Performance Evaluation & Research Division | pg. 75




Institutions of Higher Education WVU-Parkersburg

pg. 76

e (o maintain and strengthen the state economy, and
e (o provide knowledge and skills to a workforce in West Virginia enabling businesses and
communities to prospet.

[n addition, community colleges have limitations as to where training may occur. Statute allows
specific community colleges to train in specific locales within the state. As stated in West Virginia
Code (18B-2A-4(r)), community colleges may

Enter into contracts or consortium agreements with the public schools, private
schools or private industry to provide technical, vocational, college preparatory,
remedial and customized training courses at locations either on campuses of the
public institution of higher education or at off-campus locations in the
institution’s responsibility district ....[emphasis added]

West Virginia Code §18B-3C-4(c) defines a community college’s responsibility district as certain
West Virginia counties. WVU-P’s responsibility district compromises Wood, Wirt, Tyler, Roane,
Ritchie, Pleasants and Jackson counties. By law WVU-P legitimately provided training to the
company at its West Virginia facilities, but the training that was conducted in Illinois, Oklahoma and
California exceeded the statutory authority of WVU-P as a community college.

Training Out-of-State Workforces Should Reasonably Be Precluded

The Advance grant is designated as “Rapid Response Workforce Development™ in that it can be
approved solely by the Chancellor of the community college system, in a relatively short amount of
time and without Council members’ awareness. The Chancellor approved an Advance grant proposal
from WVU-P to provide workforce training for Simonton Windows, which is a West Virginia
company located in WVU-P’s service district (Ritchie County). Simonton Windows was originally
founded in West Virginia in 1946. However, Fortune Brands, Inc. acquired Simonton’s holdings in
West Virginia, [llinois, Oklahoma and California in 2006, long before the Advance grant was issued
in 2009. This made Simonton Windows a subsidiary of the Deerfield, [llinois-headquartered Fortune
Brands, Inc. The out-of-state workers who were trained are employed by Fortune Brands. Simonton’s
headquarters relocated to Columbus, Ohio in 201 1.

During the time this training request was finalized and the program was implemented, Simonton
headquarters were located in Wood County, within the responsibility district of WVU Parkersburg.

[n a sub-section of WVU-P’s grant proposal titled “Employer Sector Served,” it is stated that:

While this comprehensive training program will initially serve Simonton’s West
Virginia manufacturing facilities, it is hopeful that due to the online access and
flexibility it will be adopted corporate-wide by the company, allowing WV U
Parkersburg to serve Simonton workers in four additional states.

[t is unclear from this statement whether it was understood that the service provided to out-
of-state workers by WVU-P would involve more than online access to the training and also include
training at out-of-state locations. In response to the Legislative Auditor’s inquiry concerning who
approved the out-of-state training, the Chancellor stated:

West Virginia Legislative Auditor
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It was not required that WVU at Parkersburg seek Council approval to train out-of-
state employees for Simonton. Council staff assisted in developing the initial training
for Simonton of West Virginia, but was not involved in the actual delivery of
training. It is my understanding that in an effort to assist Simonton, WVU at
Parkersburg agreed to conduct the out-of-state training.

WVU-P’s decision to assist Simonton Windows by extending the training to the company’s
out-of-state workers is contrary to the basic policy of workforce development, which is to directly
benefit the state’s workforce. Although one can argue that assisting the company’s out-of-state
workforce may have an indirect benefit in maintaining the company’s facilities in West Virginia, it is
very difficult to determine and quantify if there is an indirect benefit or not. While it is understood
that the state’s community colleges are expected to develop a conducive relationship with West
Virginia private industry, there needs to be a limit to the State’s assistance that precludes training in
out-of-state locations, or a requirement of full reimbursement for the out-of-state training by the
company. Although the Council has no policy prohibiting colleges from expending workforce
development grant monies beyond the college’s responsibility district, statutory language clearly
limits the location of training to occur within the state. Given the capabilities of technology, the
Council may want to consider developing a policy on online access of training provided to out-of-
state locations.

Out-of-State Training Costs Difficult to Quantify

WVU-Parkersburg was awarded Advance grant funds totaling $146,470 exclusively to
provide skills upgrades to Fortune Brands, Inc. workers. An amount of $57,180 from another
Advance grant purchased the equipment used to train these workers. As this equipment was also used
to train Fortune Brand’s workers, the Legislative Auditor calculates that costs were at least $203,650
to provide training to all of the Simonton workers, located in and out of the state.

While some of the Advance grant monies were used to train West Virginia workers, access to
an online software component was expended for the benefit of workers outside of West Virginia. The
community college’s equipment was out of state for five months and a portion of the instructor’s
salary was also expended for training the out-of-state workforce. Apportioning the amount of the
instructor’s salary expended for the benefit of the out-of-state workers is difficult because he was not
out of state continuously during the five-month period. The Legislative Auditor knows that the
instructor was located out-of-state at least 20 days. Furthermore, some of the instructor’s time was
used to provide services to the out-of-state workforces while in West Virginia.

Dividing the costs for the equipment between the in and out-of-state training is also
challenging because the equipment, unlike the instructor’s time and the software, can be used again.
The Legislative Auditor knows that the purchase price of the equipment was $57,180. The equipment
was used for labs at all five training sites. Eighteen labs were held during the training at three sites
out of state. The training could not have occurred without the commitment of the equipment. Table 2
shows definite known costs involved in this training program.
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Table 2
Committed Expenses to Training Program
Commitments Overall Out-of-State Benefit
Software $83,601 $32,000%
Instructor’s Salary | $2,000 per month for 24 months $2,000%*
Equipment $57,180 purchase price Used 3/5 of time

#32 workers at $1000 per worker, **Minimum counting only time actually out of state,
Source: Legislative Auditor analysis of WVU-Parkersburg inveices.

When WVU-P received the Advance grant for training, the plan was that if the skills upgrade
training was well received by Fortune Brands at its West Virginia facilities, WVU-P would take the
training to Fortune Brand’s workers at its other Fortune Brands, Inc. facilities. Fortune Brands
followed through with the plan to expand the training to other facilities.

Simanton's decision to implement the Apprenticeship Program on a corporate-wide basis was based
upon their effort to enhance the skill of maintenance technicians to address lapses in production,
which negatively impacted the company as a whole.

Beginning in January 201 |, Fortune Brands, Inc. transported WVU-P’s equipment to Illinois,
Oklahoma and California. The community college’s equipment returned to West Virginia on May 17,
2011. A WVU-P employee travelled to each of these states to provide the training. Map 1 marks the
five locations the training occurred.

Map 1: Man of Out-of-State Training Locations

In December 2009, WVU-P and Simonton (for Fortune Brands, Inc.) entered into a training
service agreement. According to the agreement, the training program is to be completed by October
30, 2011. The college informed the Legislative Auditor on May 27, 2011 that the portion of the
training requiring use of the equipment has been completed for all locations.

West Virginia Legislative Auditor
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A WVU-P employee physically provided the training to the out-of-state workers. The
employee’s $2.000 per month salary and benefits were paid for out of the workforce development
grant monies. The instructor’s sole duty is to provide the training for Fortune Brands workers. While
the physical out-of-state training took place over approximately a five-month period, the instructor
was not out of state for the entire five months. The instructor would return to West Virginia upon
completing hands-on training in one state and await the company to notify WVU-P it was ready for
the instructor to come to another of its manufacturing sites. During part of the time of this five-month
period, the instructor was also providing online training to West Virginia workers. After the physical
out-of-state training concluded, the instructor continued to provide online training to the out-of-state
workers. Since the amount of time the instructor spent on the out-of-state workers cannot be
determined it is difficult to quantify how much salary went primarily to benefit Fortune Brand’s
workers outside of West Virginia.

WVU-P used nearly 60 percent, or $83,661 of the $146,470 grant money to purchase
software chosen by the manufacturer. As stated in the plan to provide the training, WVU-P would be
delivering-online training modules and provide an instructor to facilitate delivery and provide the
hands-on training components. The purchased software training modules come by means of a virtual
seat. Each seat can be used on a one-time only basis and the software training modules were selected
by Fortune Brands because it specifically aligned with the apprenticeship program objectives of the
company. According to invoices, WVU-P purchased a total of 84 seats, the first purchase was for 36
seats and the second for 48. At least seven seats appear not to have been used. The contract between
the college and owner of the software training modules expires this fall. As WVU-P has told the
Legislative Auditor all hands-on training is completed, it is unclear whether WVU-P will lose the
cost of those seven seats. If each seat were prorated over the entire cost expended with the software
training modules company, each seat would cost nearly $1,000. This would amount to nearly $7,000
in workforce development monies being expended with no benefit to either the State or Fortune
Brands, Inc.

As the purchase of the online training modules was exclusively for the benefit of Fortune
Brands, selected by Fortune Brands to meet its own apprenticeship program objectives and may
not be used again by WVU-P for any other training program, the Legislative Auditor questions why
the college made the purchase instead of Fortune Brands, Inc. A sizeable portion of this expenditure
was used for workers in other states as the original number of out-of-state workers enrolled for
training was over 40 percent of the total enrollees.

Liability to the State from Out-of-State Training

The wording of the training agreement between WV U-Parkersburg and Simonton/Fortune Brands did
not address liability issues. The Legislative Auditor has concerns about the potential financial risks to
which WVU-Parkersburg subjected itself, and the State. Specifically, these concerns are as follows:

e The equipment could have been damaged, destroyed or misplaced. The purchase cost of the
equipment used out of state was $57,180.

e The WVU-Parkersburg instructor could have provided improper training resulting in a claim
of negligence against the college.

Other than increasing the number of individuals receiving training, this risk was not increased by
virtue of location.
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The Board of Risk and Insurance Management (BRIM) would have had to pay out any claims made
in the event of loss of property and any lawsuits relating to training.

Out-of-State Workers Reported as West Virginia Workers Trained

Community colleges receiving any of the workforce development grants are required to
report to the Council such information as number of participants enrolled in a workforce program,
number of participants retained and completing the workforce program and number of participants
retaining employment in West Virginia. No separate reporting line is included on the grant
monitoring reports to represent number of participants retaining employment outside of West
Virginia. The Chancellor told the Legislative Auditor that on workforce development grant reporting
forms the out-of-state workers would be counted as West Virginia workers trained and West Virginia
jobs retained. As now drawn up, these reporting forms make no distinction between in-state or out-
of-state workers. The Council counts all training participants on its monitoring reports. Without
specification of the location of the workers, the number of participants trained implics to a reader that
the number reflects West Virginia workers trained and West Virginia jobs retained. This number
cannot be used as a valid performance measure of the effectiveness of workforce development grants
in West Virginia because it will be inflated with out-of-state workers.

WVU-P May Receive Limited Compensation for Training

The agreement between WVU-P and Fortune Brands allowed for the provision of services
such as the transportation of the training equipment, and for the payment of travel expenses for the
instructor while on the road. The Legislative Auditor has been told that the company has honored this
agreement although no documents were shown to verify that this occurred. This is the only
compensation for training the out-of state workers that has been made to the college by Fortune
Brands. In addition, there is a minimal amount of reimbursement that will take place if some of the
workers to be trained drop out of training before completion. Seventy-seven of the Fortune Brands,
Inc.’s workers started the program. As of June 3, 2011, 60 were enrolled. As can be seen in Figure 5,
WVU-P separated the reasons the workers departed the program into five categories.

Figure 5
Number of Participants That Did Not Finish Training

™ Retired

m Resigned

= Terminated

m Voluntarily quit program

w Disqualified

Source: WVU-Parkersburg .
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According to the agreement, the compensation that WVU-P receives from Fortune Brands,
Inc. would be $125 a month per worker if a worker did not complete the training. A stipulation in the
contract stated Fortune Brands, Inc. would not have to pay this money to WVU-P if a worker retired
or voluntarily dissolved employment.

WVU-P conducted a departure analysis of the 17 workers no longer participating in the
program. The departure analysis provided to the Legislative Auditor did not detail the months in
which each worker departed. As the analysis provided was ambiguous as to which categories would
be considered as inactive and thus billable, the Legislative Auditor inquired of WVU-P as to how
much money it would be reimbursed. WVU-P responded by stating it had not yet met with the
Fortune Brands, Inc. to review and discuss the analysis. In order for the Legislative Auditor to
provide an estimate of possible compensation to be received it would need to know the month of
departure for each worker and how many workers will be considered as having left voluntarily. Table
3 shows the number of original enrollees and active participants as of June 3, 2011 by location.

Table 3
Number of T'raining Participants
As of June 3, 2011

Locale Started Finished
Paris, lllino1s 15 11
McAlester, Oklahoma 12 10
Vacaville, California 5 3
Pleasants county, West Virginia 17 11
Ritchie county, West Virginia 28 25
Total 77 60
Source: WVU-Parkershurg.

The Legislative Auditor notes that the State has not, and will not be totally reimbursed for the cost of
the training provided to out-of-state employees of Fortune Brands. The State will not be able to reuse
training materials such as software seats, and that the brand of software was selected by Fortune
Brands for its own needs.

Conclusion

The Legislative Auditor understands the need for community colleges to assist the state’s
private industry workforce, and to be as cooperative with companies as possible. However, a line
needs to be drawn on the extent to which the State will provide its assistance. There may be instances
in which it can be demonstrated that assisting an out-of-state workforce may facilitate maintaining a
company’s presence in West Virginia. However, this is difficult to determine. For this reason
workforce development training should follow the statutory guidelines of being conducted for the
benefit of West Virginia’s workforce. Given that technology allows for training to be made available
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out of state through online services, the Council should consider developing policy in this area and if
some form of reimbursement is appropriate.

Recommendations
5. The Council should consider establishing policies or legislative rules for addressing workforce
development training that physically takes place in out-of-state locations and the extent of

appropriate reimbursement by the company.

6. The Council should consider establishing policies or legislative rules for online access of training
for out-of-state locations and the extent of appropriate reimbursement by the company
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