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LEGISLATIVE AUDITOR

CHALLISTON

The Homnorable Encil Bailley
Legialative Auditor

Stata Capitol - Main Unit

Charleston, West Virginia

Sir:

In compliance with your imstructions and the provisions of
the West Virginia Code, Chapter 4, Article 2, as amended,
we have examined the accounts of the West Virginia State
Agency for Surplus Property.

Qur examination covers tha period October 1, 1977 through
June 30, 1980. The results of our examination are set

forth on the following pages of this report. However, only
the financial statements for the years ended Jume 30, 1980
and June 30, 1979 are included in this zeport. The finan-
cial statements covering the period October 1, 1977 to amd
including June 30, 1978 are included in our audit workpapers.

Raspactfully auhmitted,

edf 'L. Shanklin, CPA, Diractor
Legislative Postaudit Division

TLS/lac;rmh
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WEST VIRCINIA STATE AGENCY FOR SURPLUS PROPERTY
INTRODUCTION

West Virginia State Agency for Surplus Property was created and operates
under anthority established by am act of the Stata Leglslature and the passage of
House Bill 202 during tha 1949 session.

The Agency is under the jurisdiction of the Departmemt of Finance and
Administration and is designated as the Agency responsible for administering the
surplus property program in West Virginia.

The administrative offices and warehouses are located at 2700 Charles
Avemua, Dunbar, West Virginlia. The warehouses are located on 7.1 acres of land
with approximataly 26,000 square feet of covered space. At presemt, this property

15 leased from the Stata Building Commission.
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WEST VIRGINIA STATE AGENCY FOR SURPLUS PROPERTY

SUMMARY OF FINDINGS, RECOMMENDATIONS AND RESPONSES

FEDERAL SURPLUS PROPERTY

1. The State Agency imventory racords are not accurata.

We recommend:

1. The inventory be reconciled to tha report sent to GSA on &
monthly basis and reconciling items be fully explained.

2, The input data to the computer be checked on a current basls
to datermine if the inventory has beemn adjusted accordingly;

3. The additions or deletions from invemtory be basad on writtem
authority only; )

4., The warehouse be organizad by gimilar items and all items be
properly tagged;

5, The property received and sold records be maintained using a
cross reference system; and,

6. The year property is requested be entered om the property log

book.

We are addriessing the inventony situation in chder 1o achieve property
conénol and a highen degree of accuracy of all recohds netained by the
Agency. ({See pages 8~14.]

2. The Wast Virginia State Agency for Surplus Proparty Plan of Operations
1s not followed at all times.
We recommend the Plan be followed at all times.

In Februany, 1980, our procedures were sfandarized in ondern fon us Lo
follow the Plan at all Limes. (See pages J4<15.1




3.

4.

Transfer Order Surplus Persomal Property forms are presigned by the

Director.

We recommend the policy of presigning these forms be discontinued.

This necommendation has been addressed by the General Services Admin-
istration nepresentatives who have directed all agency managers Lo
make presigned Transfern Ondens [SF143's) available Zo ihem to facili-
tate the allocation of pwperty. [(See page 15.)

SURPLUS PROPERTY

There was no accountability and imventory system maintainad over

Stata Surplus Property.

We racommend an accountability and invemtory system be astablished for

State Surplus Property.

We are addressing the inventory situation fon Siate Sutplus Properly
in confunction with the inventony situation for Fedenal Sunplus Prop-
enty. [See page 16.)

The Agency does not appear to be in compliance with Chapter 14, Arti-
cla 1, Section 18 of the Wast Virginia Coda, as amended, which deals

with amount due the Stata.

We recommend the Agency comply with the above Chapter, Articla and

Section of tha Code.

We will heview owr proceduwres with the Attonney General and comply
with his advice., [See pages 16-~17.)



7.

8.

Some of the auctioneers' bids wera opened by mistake.

We recommend spacilal envelopes be used with the words '"Sealed Bide"
stamped on the outslde and that no bids ba accepted unless submitted

in those envalopas.

Such envelopes have always been uded but we recently initialed a
change Lo reflect the denial of any bid received but not submitied
in the proper envelopes. (See pages 17-18.)

Cash proceeds from public auctions are not balancad to the written
racelpts and credit salaes were allowed by the auctioneers which is

not in accordsmecs with the Terms and Conditioma of 8ala.

We recommend the Agency balsunce and raconcile the cash proceeds to

the written raceipts and the Terms and Comditions of Sala be followed.

E{fective immediately, credit sales will not be pemitied and we will
fully comply with the tems and comditions of the auction. [See
page 18.)

Wa could find no authority in Chapter 5A, Article 8 of the West Vir-
ginia Code, as smendad, which governs the State Agemcy for Surplus

Property, for the buying of surplus cars, or to giving away surplus

property to mimlcipalities.

We recommend the Agency comply with the above Chapter and Article of

tha Code.

Oun present procedure £& necessary tfo alleviate cash flow problems
sinee the Motor Pool musi onder neplacement vehicles several months
in advance of the auctions. (See pages 18-19.]
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TRAVEL

9, The Agency was not complying with tha Governor's Travel Regulatious,
not maintaining a travel log for its employees and paid en employee

twice for the sama travel.

We racommend:
1. The Agemcy comply with the Governmor's Traval Regulations;
2. The Agency maintain a travel log for each employee; &nd,
3. The Agency attempt to racover the double paymemt for the same
travel. |
We have already implemented the above necommendations. (See pages 19-20.)

Internal Control
10. There 1s no system in place to check for possible telephone abuse; tha
general ledger was not maintained from Jume, 1979 through April, 1980;
and, thera was no segregation of dutias between tha bookkeaping and

deposit fumctions,

We recommend a system of internal control ba established which will
include a check for talephone abuse; ensura the general ledger is main-

tained and a proper segregation of dutles.

A system £o check for felephone abuse i& and has been in place forn
sevenal years. The necent creation of an Adminisirative Supporl
Seation has not only nesulied in the segregation of duties and betfer
job identification, but alsc ensures that the genenal Ledger will be
maintained. (See pages 20-21.)



WEST VIBGINIA STATE AGENCY FOR: SURPLUS PROPERTY
GENERAL REMARKS

INTRODUCTION Wa have completed a fimancial and compliance

audit of the West Virginia State Agency for
Surplus Proparty. This report covered the
period July 1, 1977 through June 30, 1980.

APPROFRIATED FUND Expendituras required for the gemeral oper-

ation of the West Virginia State Agency for

Surplus Property for the period July 1, 1977
through June 30, 1979 was made from appropriated account Statae Agency for Surplus
Property (2100-17),

SPECTAL, REVENUE ACCOUNTS Expenditures for the gemeral operation of

tha West Virginia State Agency for Surplus
Property are made from the following ape-

clal ravenue accounts:

8145-06 Sale of Federal Surplus Froperty
8145-43 Surplus Property Salas
FEDERAT, SURPLUS PROPERTY Tha West Virginia State Agency for Surplus

Property Plan of Operation, page 5, para-

graph 1, states "The State Agency will main-
tain accurate inventory records of all surplus property received, warehoused, dis-
tributed or otherwise disposed.”

In ordar tc determine if the Agency was complying with the above, we per-
formed various audit tests of the inventory records. Ona of our tests was to com-
para the faderal surplus property inventory and the ammmt of invantory reported
to the General Service Administration (GSA) during the audit period. We ware
wnabla to'do this because the Agency only had on band the most currant inventory.
Therefore, we compared tha most current inventory August, 1980 with the amoumt

reportad to GSA and found it to be $6,089,511.00 wmder the amount recorded on



invantory.

Another of our inventory tests was to trace a sample of items recorded

on the inventory to its actual location and the following could not be located by

the Agenecy or us:

Data
Recelvad

2/28/78
2/28/78
2/28/78
2/28/78
2/28/78
7/ 1/78
7/ 1/78
10/27/77
2/28/78
9/ 2/76
9/ 2/76
9/ 2/76
3/ 1/78
11/18/77
3/ 2/78
2/28/78
10/ 7/76
3/ 2778
4/ 1178
9/ 7/76
3/ 2/78
9/17/73
4/24/78
12/ 1/78
6/ 1/78
6/22/78
6/ 1/78
7/ 1/78
7/ 1778
9/28/78
11/21/74
7/ 1778
10/31/78
9/ 1/78
10/15/78
8/ 1/78
8/ 1/78
8/ 1/78
7/31/78
9/13/78
9/ 1/78
10/10/78
1/18/77 -
11/ 8/77
8/24/76

Acquisition
Type of Equipment Cost

Diazo Machine $ 6,000.00
Diazo Machine 1,200.00
Camera Tupper 250,00
Drum Print Dryer 500.00
Vacuum Cleanar 370.00
2 Cohn Camaras 650.00
Camera Oscllloscope 1,400.00
Mocbila Home ) 4,999.00
Operator Comtrol Panel 15,000.00
Comparison Microscope 4,196.70
Microscope 4,196,.70
Microscope 2,673.40
Collator 5,990.00
Dishwashar 159.00
Pickup Truck 1,848.00
8 6~Cylinder Gas Engines 28,800.00
Bendix Phychromater 65.00
Grinding Machine - 14,000.00
4 Cargo Trallers 3,312.00
Washing Machine - 175.00
Generator 2,900.00
Tharmai Recorder 5,000.00
Rafrigerator 117.52
Truck 6,647.00
Latha 12,455,00
Lift Truck 11,706.00
3 Hydraulic Powar Unitsz 19;470.00
Truck 6,457.00
Welder 6,626.00
Spectropumeter 15,143.00
Admiral Talevision 172.00
Lathe 12,000.00
Alr Compressor 16,000.00
Microphone Stand 68.00
Household Refrigerator 157.47
2 Roamer Wrist Watches 75.00
Tissot Wrist Watch 37.50
Omega Wrlst Wetch 37.50
X-Ray Apparatus 21,525,54
Cargo Truck 3,756,00
Cargo Truck 6,512.00
2 Conveyors 63,800.00
2 Armature Rewind Kits 6,580.00
Copler 9,310.00
Refrigarator 137.25



Date

Received

8/247/76
2/ 1778
12/ 8/77
4124178
1/21/77
1/21/77
12/22/76
12/13/76
4/ 5777
6/ 6/77
2/ 1773
2/20/76
2/ 1/78
2/18/77
3/16/76
3727077
8/24/76
8/24/76
6/16/77
8/24/76
9/ 9/77
10/17/74
11/28/77
1/16/80
1/16/80
3/15/80
7/ 8/80
1/ s/79
1/ 5/79
1724179
11/30/78
10/17/78
1/17/79
2/26/79
2/ 1/79
10/ 1/79
8/15/79
8/15/79
9/ 1/79
8/30/79
8/30/79
10/25/79

Type of Equipment

Refrigerator

Copler

Embosaing Machine
Television

3 Trucks

Surglical Washing Machinae
Racordar

2 Trucks

Kayatone Powar Supply
Chevrolet Iruck

Peak Dector Systenm
Dishwasher

Zarox 914 Copiar
Tank Truck

Clothes Dryer
Physiological Recorder
Pickup Truck
Chavrolet Pleckup Truck
Chevrolat Vehicle
Sears Washer

Cargo Truck

Food Service Truck
Mobila Home
Dishwasher

Washer

Dishwasher

2 Utility Trucks
Combination Case Set
Auntomobile Sadan
Cargo Truck

Tank Truck
Dishwasher

Van

Cargo Truck
Dishwasher

Mobile Home

Trucl

Sedan

2 Safes

Wriat Watch

Camara

Safe with Combination

Acquisition

$

Cost

164.39
4,280.00
4,999.96
4,667.00

17,888.00
7,407.77
7,000.00
5,004.71
9,836.87
2,210.00

51,962.00

176.00

14,850.00
8,522.,00

76.00

11,828.82
1,414.00
1,335.00
2,328.07

170.00
4,633.00
1,556.52
4,160.00

94.90

235.00
2,863.00
7,810.00

69,595.00
2,440.03

' 4,050.00
9,026.00

250,00
2,800.00
3,756.00

187.00
5,500.00

13,088.00
2,499 .00
1,000,00

25.00
100.00

. 1,361.00

$615,624.62

Also, in addition to the above the following items could not be located

by us or the Agency:
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Average

Description Quantity- Cost Total
Typewrltars 562 $350.00 $196,700.00
Adding Machines 251 175.00 43,925.00
Camaras 32 670.00 21,440.00
Movie Projectors 73 325.00 23,725.00

$235!?90.00

Some reasons for the above conditions are given balow:

1) We found some items listed on the inventory were already sold but
listed as being on hand. In some instances items were key punched to remove
tﬁa proﬁ;rty from inventory, however, the proﬁerty was never removed due to er-
rors.

2) The Agency at times sells and receives property which is not located
at its location in Dunmbar, West Virginia, This proparty is added or removed from
inventory by varhal authority and the paperwork would or would not ba prepared
lataer.

3) The warchouse is unorganized and the property is not properly tagged.
Generally, accurate imventory canmot ba maintained if similar properties are not
grouped togathar and properly tagged. Also, because property was not properly
tagged, the actual items sold were not removed £rom inventory. For example; the
Agency would sell two desks which were not tagged, then select any two desks on
the inventory to ba removed.

4) The property raceived records could not be reconciled to the property
sold racords due to the use of two different filing systems and the property log
book did not show the year the property was requested.

We beliave if the following recommendations wera adopted they would help
to strengthen intermal controls and promote the accuracy and rellability of data
as wall as the operational efficiency of the Agency. We recommsand:

1) The inmventory be reconclled to the raport sent to GSA on a monthly

basis and reconciling items he fully explained;



2) The input data to the computer be checkad on a current basis to

datermine if the inventory has beem adjusted accordingly;

3) The additions or dalations from inventory be based on written

authority only;

4) The warahousa be organized by similar items and all items be

properly tagged;

5) The property received and sold records be maintained using a

cross reference system; and,

6) The year property is requested be enterad on the property log

book,

We ane addressing the inventory situation in order Zo achieve propenty
contnol and a higher degree of accuracy of all reconds nelained by Zhe Agency.
We have been working with data processing personnel within the State fneluding
the private secton fo develop a system that can be reconeiled on a monihly
basis. Our goal is to generate the 30-40 General Services Adminisiration's
heport that you referenced as a by-product of the system. Inpui data is being
checked each iime a new printout is received. As the audilt indicates, there
ano. itoms st Risted on the printout that have been sobd and invoices have
been Located #o show thedr sale but for some sELLL unexplained reason have not
been deleted despite their submission on dise. We are working Zo conreet that
problem.

With negand to ithe receipt and sale of property noi Located at Dunbar,
we do allow and encourage the direct pichup of property by counties, municdi-
palities, schools, and Volunteer Fire Departments because Zhe property can
be purchased at a greater savings. A form does exist and has been used Zo
allow and recond such pickups. The wiitten form may noi have been used in
every instance, but we will ensure Lts use in Zhe guture.

The property Log does show the year <in which the property ia requesied.



At the exit interview, the distinction was made that the Log does have dates,
the pages are sequential, and the day and month are always entered, but it
was @ matter that the yean was noi entered on every page. The clenical omés-
sdion has been addressed and each page will now provide a self condained sum-
mary of the transaction.

Much has been done in the Last five [5) years Lo organize our recond
heeping through automation. A datz processing conversdion cccuved 4in 1976
but work on the peripheral systems of receiving, fagging, and Lwvodieing have

taken considenably mone Zime than expected. Ue have developed a manifest/
neceiving system within the Last year and we have also assigned one individual
to specialize in receiving all items. These actions have contributed aig-
nidicantly to gneater invewtony accountability.

Other factons impacting control of ihe invenfohy have been addressed
as nesowrces have become available. We have been ghowing under diffdieult
physical. and economic conditions. 1t has only been within.the last three
(3] yearns we have been fortfunate enough to acquire owr warehouse facilities.
Prion to assuming owmership, the State nented the property, and sipce
Capitol improvements cannot be undentaken on rental property, adequate
seounity and warehousing facilities did not exist. Within the past tiee
(3} years, numerous changes have been made <ncluding the following:

1. Thaee buildings have been nercofed;

2. Receiving areas and Loading doechs, which are ernitical Zo

inventory contnol, have beew consfrueted;

3. A fence was enected around the entire property fon securdity

puipeses;

4. Oven 36,000 square feet of wiwsable "swamp™ fand has been

neclaimed;

5, Vehicle stonage areas have been blackiopped; and

6. We have constructed @ warehouse office Lo moniior inventory

- 13 -



fow. In fhe future, this office will alsc assume responsibilily
for invodee preparation to ensure property is properly identified
at the Lime of sale. ' -

The condition of the property we recedive L& quile often scrap and cuas-
Ltomers §requently create one useful item from the parts of several machines on
fwinitune. This situation at times results in the disappearance of several
identifieation numbers which may or may not be nemoved from the lnventony re-
conds. - The creation of a warchouse office fo moniton property movement should
cornect this situaition.

The Weat Virginia State Agency for Surplus Property Plan of Operations,
page 9, paragraph 2 states: "To establish eligibility, applicants will be re—
quired to: a) Complata the Application of Eligibility Forms. b) Furnish either
a written authorization signed by the chief administrative officer or exscutive
head of the donee or a resolution by the governing board or body of the donee
designating one or more repregentativas to act for the applicant éo: 1) Acquire
donghla property from the State Agency...."

We performed tests to detarmine i1f the Agency was in compliance with the
above. We found that of the 45 sales tested 26 were with pergons nﬁt authorized
to buy from the Agency. We askad the Agency persomnel why they were not follow-
ing this requirement and was told it was too much hother to verify if a person
wAs authorized to buy preoperty from the Agency.

We believa Agemcy persomnel should bé informed that failure to comply
with the West Virginia State Agency for Surplus Property Plan of Operations could
mean West Virginia®s termination of participation in tha Fedaral Surplus Proparty
Program,

We recommend the West Virginia State Agemcy for Surplus Property Plam of
Operations ba followed at all times.

In November 1980, new eligibility applications were sent out Zo 1,100
onganizations -and the names of all authorized purchasers are now maintained et

- 14 -



Lhe invoicing odfice and are checked at the Lime of sale. fHistonically,
the perscns emploged by on belonging fo an organizaiion and authorized Lo
make purchases have eithern quit or have been reassigned. Subsequently,
that onganization may have sent someone else who was noi Zisted on Lhe
application o hecedive propenty. Although oun personnel ofien calfed

to veridy authonization, usually the possession of the authonization card
Lod the sales person Lo believe authorization existed. TIn Febuuary 1980,
owr procedunes were standarized and all sales personnel were directed o
ask fon bozh the authorization card and the buyer's drniverns License Lo
ensune proper authonizaiion.

The Transfer Order Surplus Peraonal'Property. standard form 123,
is baing presigned by the Director to acquire surplus property in his
absence. A4s a result of this apparent weakness in internal comtrol the
employea preparing the Eon;: is being placed in a position to perpetrate
errors or irregularities. Good intarmal control depends largely on the
alimination of the above type opportunities. We belleve if another em-
ployee is authorized to sign or no orders be placed in the Director's
absence this would strengthen interpal control over placing orders.

We recommend the policy of prasigning Tramsfer Order Surplus
Parsonal Property by the Director be discontinued.

This hecommedation has been addressed by the General Services
Administration representatives who have directed all agency managers 1o
make presigned Transder Ondens (SF 123's) available fo Zhem Zo facilitate
the allocation of property. I& i3 also a requirement that ithe Onder be
sdgned by the Dinecton and cannot be delegated. 1£ should be noied that
the Onden is only an application for propenty which must be counterdigned
by a General Services Adminisiration officer who nrotifies Zhe Swrplus
Dirnector when allocation is made.



STATE SURPLUS PROPERTY During our review of g;ogedurae to con-
trol State Surplus Prop;;ty wa found
thera was no accountability and inventory

gystem maintained over this property. Chapter 5i, Article 8, Saction 34 of

the West Virginia Code, as amended, states In part "...The proceads of

such sales or transfers shall be deposited in the state treasury to the credit

on a pro rata basis of the fund or funds out of the purchase of which the

particular commoditias or expendable commoditias was made:..."” By the Agency
not maintaining an accomtability system, we haliave it cammot fully comply
with the above section of the Code, because it could not know what fund or
fundg purchasad the commodities or expendable commodities.

We recommend that an accountability and invemtory system be estab-
lished for State Surplus Property.

As 45 the case with Federal Surplus Propenty, the warehousing and
disposal of State Swplus Property has also undergone numerous changes during
the past three (3} years., At onme time, State Property was intermingled with
Fedenal Sunplus which negated inventony aceountability. During the past yewr,
we. have consducted separate warnehousing and recelving areas for State Sur~
plus and we have also created a manual paper §iling system for Lnventorny
purposes. This manual sysiem will be inconporated into our automatled inventorny
contnol phocedures £o ensure accountability.

Chapter 14, Article 1, Section 18 of the West Virginia Code, as
amended, states: "The auditor or other officer or offlcial body, hawving
authority to collact the sams, may, with the advice of the attorney gemeral,
adjust end settle, upon just and equitable primciples, without regard to
strict legal rules, any account or claim, in the favor of the State, which
may at the time have been standing upon the books of his office more than
five years; and, with the like advice, may dismiss any proceading instituted

by him," An Attornay Gengral's Opinion dated September 12, 1973 relating to
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the above section states in part: ‘"The department...,through its director,
cammot writa off g balance until such time as tha debt has been standing
upon its books for more than five years, and even them, only with the advice
of the Attorney Gemeral."

We found the Agency was writing off balances due it without the
advice of the Attorney Gemeral, uor was it allowing the balance due to stand
on its books for five years. We recommend the Agency comply with the above
section of the West Virginia Code,

This opinion stated that a department camnot write off a balance
due until such Zime as the debt has been standing upon ihe books forn more
than féve (5) years, and even thew, only with the advice of the Attorney
Genernal.

We oflen {ssue credit memos for faulty properiy on property thai
is netwwned o the agency for valid neasons. These memorandums represent
an adjusiment £o the purchase price but are not a cancellation of accounis
due the Agency. This procedwre will be reviewed with the Atlonney
General and we will {mmediately comply with his advice.

When a public auction is to be held the Agency will advertise for
an auctioneer requasting sealad bids from interested auctiomeers to hold
the sale. Tha Agemcy will open the saaled bids at a_pré§etermined timae and
date and select the lowast bidder. -

Wa ware prasent for tha biﬂ opening covering the publie auction
held Septembar 27, 1980 at 10:00 a.m. We noted no auctlioneers were thera
for the opening and not all the bids were sealed. We askaed the Agemcy
persomnel 1f the above was common. We were told yes and that the bids
had been opened in arror by the employee opening the mail. The main reason
the errors occurrad was that the bids were in plain anvelopes.

We racommend specisl envalopes be used with the words "sealed bids"
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stamped on the outside and that no bids ba accepted wmless submitted in those
anvalopes.

Such envelopes have always been used but we necently initiated a
change o neflect the denial of any bid received but not submitied in the
propes enveloped.

When a public auction is held the auctioneer must furnish an assis-
tan; auctioneer, clark, two cashiers and the necessary public address equip-
ment. The asaistant auctionear 1s used to ralieve the auctioneer when ha
becomes tirad, The clerk and cashiers are used to collect and receilpt the
proceads from the auction. The Terms and Conditions of Sale states in part
Y, ..Payment in full must be paid at the time of sale...”

In reviewing the public auction procedures we noted the cash pro-
ceeds are not balancad to the written raceipts and credit sales were allowed
by the auctionaers. We asked the Agancy's personnel why the above conditions
existed. We were told the Agency once t;ied to balance the cash proceeds to
the raeceipts but could not do so and the Agency ceased tryimg to balance or
reconclile the two. Credit sales were allowed bacausa some parsons_making
the highast bid did not have the cash with them to cover their bid.

We recormend the Agency balance and reconcile the cash proceads to
the written receipts and the Terms and Conditions of Salae be follcw;d.

The Zenms and condition of sales (public auction) state "...payment
in full must be made at ithe time of sale...” Effective immediately credit
sales will noi be permitted and we will fully comply with the terms and con-
ditions of the auction.

During April, 1980 the Transportation Division invoiced the Agency
$149,871.00 for 172 surplus cars purchased from the Department of Public

Safaty. We selactad the following cars for a detalled test:

Car #1 1977 Deodge Momaco DM41P7D193789
Car #2 1978 Dodge WL41V8A199136
Car #3 1977 Plymouth Gran Fury PM41P7DZ47167
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Total Cost Sale Proceeds Gain (Loss)

Car {1 $834.00 $375,00 ($459.00)
Car §2 $834.00 $900.00 $ 66.00
Car #3 $834.00 $-0- (5834.00)

Car #1 was sold to C. A, Price of St. Albans May 3, 19803 car #2 was sold
to the town of Ammore Juna 26, 1980; and, car #3 was givem to tha tpwm of
Dumbar to be used for parts. We notad Dumbar did not sign for the car, nor
was tha title changed to Indicate Dumbar owned tha car.,

We could #ind no authority in Chapter 5A, Article 8 of the West
Virginia Code, as amendad, which governs the Stata Agency for Surplus Prop-
erty, for the buying of surplus cars, or to giving away surplus to munici-
palitias.

We recommend the Agency comply with the above Chapter and Article
of the Code,

West Vinginia Code 5A-8-3a nequines auetion proceeds "...be de-
posited in the state theasury o the credif on & prorata basis of the fund
on funds out of which the purchase of the parnticular commodities or expen-
dable commodities was made: Provided, that the directorn may charge and
aceess fees..." Based on histroical auction proceeds, we reimburse the
Transpontaition Divisdion prion £o the actual sale of the vehicles. Since
the Moton Pool musi onder neplacement vehicles several months in advance of
the auctions, this procedure {8 necessary to alleviate cash flow problems.

* ALL eligible donees are assessed service changes which are based
not only on the original acquisition cost but alsc other factons ineluding
the condition of the property. When we receive a demolished vehicle with
2ittee on no value, and a donee wishes Zo use Lt for pants, the charge, paid
by the donee, {8 the cost fo nemove it from Surplus facilities.

TRAVEL During our examination of travel reimbursement
wa noted travel advancements ware not bging
sattlad within the 30 day period after the

date of travel as required by the Governor's Travel Regulatioms. We alsc
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noted the Agency did unot maintain a travel log for its employeaes. Becausa
of the lack of a travel log the Agency pald an employea twice for the ssma
travel. The amount of duplicate payment was $91.76. We recommend:

1. The Agency comply with the Governor's Travel Regulations;

2, The Agency maintain a traval log for each employee; and,

3. The Agency attempt to receive the $91.76 from the employee

pald twice for the same travel.

1t has been, and will be, our policy fo fully comply with the
Governon's Travel Regulations, specifically, the requirement that trnavel
neimbursements be settled within thirty {30) days. 1In addition, a travel
20g and related procedunes have now been developed and are being utilized.
With respect to duplicate travel payments, we have necovered the $91.76
overpayment made Lo an employee.

INTERNAT. CONTROL During the course of any audit we perform,

wa make a study and evaluation of the
puditee's syatam of interpal accoumting
control and we noted the following wealnesses in the Agency's controls:

1. There is no system in place to check for possible telephona

abuse;

2, The general ledger was. not maintained from Juune, 1979 through

April, 1980; and,

3. There was no segregation of dutlias between the bookkeaping and

deposit functions.

Accounting controls ccmprisa the plan of orgamization and all
mathods and proceduras that are concerned mainly with, and relate directly
to, the safaguarding of assats and the reliability of the fimanclal records.
They generally include such comtrols as the systems of authorization and
approval, separation of duties concernad with racordkeeping and accounting

reports from those concermed with operations of asset custody, physical
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controls over assets, and internal auditing.

Wa recommend a system of internal control be established which
will include a check for telephone abusaj ansure the genaral ledgar is main-
tained; and, a proper sagregation of dutles.

A system to chech for ifelephone abuse <& and has been in place for
several years. Monthly, copies of DAIN Zistings and direct dial fong dis-
fance invoices are reviewed tfo identify questionable uses of the phone.

The recent creation 0f an Adminisinative Support Section has not only ie-
sulied in the segregation of duties and better job identification, but also
endures that the general Zedgen will be maintained.

EXIT CONFERENCE We held an exlt conference at 1:00 p.m.,

Tuesday, May 12, 1981 with the Director

and all findings and recommendatfons were
rafiewad and discussed. This official concurred with our findings and
racommendations. The Director's and the Commissioner of Finance and Admin-

istration's written comments follow our recommendatioms in this report.
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AUDITORS' OPINION

The Honorable Encil Bailey
Legislative Auditor

State Capitol - Main Unit

Charlaston, West Virginia

Sir:

We have axamined the financial statements of the West Virginia
State Agency for Surplus Property for the years ended June 30,
1980 and Junae 30, 1979, listed in the foregoing table of con-
tents., Our axamination was made In accordance with generally
accepted auditing standards and accordingly included such tasts
of the accounting racords and such other auditing procedures as
we consldersd necsssary in the circumstancas.

As mora fully deacribed in Note A, the Agency's policy is to
prepare its financial statements on a cash basis. Accordingly,
tha accompanying financial statements are not Intended to pre-
sent financial position amnd rasults of operations in conformity
with generally accepted accowmting principles.

In our opinion, the financigl statements of West Virginia State
Agency for Surplus Proparty listed in the aforementioned table
of contents present falrly approprilations, cash recaipts, expen-
dituras, digbursements and changas in fund balance for the years
ended Junme 30, 1980 and June 30, 1979 on & basis consistemt with
the preceding year. :

Our examination was made for the purposa of forming an opinion

on the basic financial stataments taken as a whola. The sup-
plamental information is presentad for purposes of additlonal
analysls and is not a requirad part of the basiec financial state-
ments. Such information has been subjacted to auditing procedures
appliad in the examination of the basic financial statements and,
in our opinion, is fairly stated in all material respects in ra-
lation to the basic fingncial statements taken as a whole.

Respectfully submitted,

(d A

Shenklin, CPA, Director
Legislative Postaudit Division

Dacember 23, 1980

Auditors: James R. Blake, Supervisor-in-Charge
Gary R, Marks, Auditor-in-Charga
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WEST VIRGINIA STATIE AGENCY FOR SURPLUS PROPERTY

STATEMENT OF APPROPRIATIONS, CASH RECEIPTS, EXPENDITURES, DISBURSEMENTS

AND CHANGES TN FUND BALANCES

Appropriations/Cash Recaipts:
Appropriations
Sala of Federal Surplus Proparty
Surplus Property Sales
Investments
Intarest
Intra-Account Transactions

Expenditures/Disbursements:
Parsonal. Services
Current Expenses
Repairs and Alterations

Equipment
Other State Agenciles
Investments

Intra=Accounts Transactions
Appropriations/Cash Receipts Ovar
Expendituras/Disbursements

Thirty-Day Expenditures and Expiratiomsa

Beginning Balance

Ending Balance

Sea Notas to Financial Statements

- 23 -

Year Ended

June 30, 1980

Special
Ravenue

§  -0-
259,392.47
569,877.28
150,000.00
1,289.07

_(23,832,03)

956,726.79

180,855.96
382,123.21
59,741.43
1,531.61
139,861.75
150,000.00
(23,832.03)

7890,281.93
66,444 .86
e
66,444.86

_380,179.81

$446,624.67



Yaar Ended Jume 30, 1979

General Special Combined
Revanua Revenue Total
$ 90,622.00 § =0~ $ 90,622,00
-0~ 264,773.18 2646,773.18
=0- 401,318.74  401,318.74
-0- ~-0- 0=
-0~ -0- ~0-
- (28,708.21) _(28,708.21)
90,622.00 637,383.71 728,005.71
44,279.42 135,858.46 180,137.88
31,681.68 150,238.,12 181,919.80
-0- 17,391.93 17,391.93
=0~ == -0~
=0~ 142,481,98 142,481.98
~0=- -0=- -0-
-Q- (28,708.21) (28,708.21)
75,961.10 417,262.28  493,223.38
14,660.90 220,121.43 234,782.33
(14,660.90) =0~ (14,660.90)
Q- 220,121.43 220,121.43
b 160,058.38 160,058.38
$ —0- $380,179.81 $380,179.81

_———

- 24 -



WEST VIRGINIA STATE AGENCY FOR SURFLUS PROPERTI
NOTES TO FINANCIAL STATEMENTS
Note A - Accounting Policiles

Accounting Mathod: Thae modifiled cash basls of accouanting is followed for the
General Revenue Fund. The major modification from the cash basis ig that a 30~
day carry-over period is provided at the end of each fiscal year for the payment
of obligations Incurred in that year. All balances of the Gemeral Revemue Fund
appropriations for each filscal year expire on the last day of such fiscal year
and revert to the unappropriatad surplus of the fund from which the appropria-
tions were mada, except that expenditures emcumbered prior to the end of the
fiscal year may ba pald up to 30 days aftar the fiscal year-emd; howevaer, appro—
priations for bBulldings and land remain in effect until threas years after the
passage of the act by which such appropriations were made. The cash basis of ac-
counting is followed by all other funds. Therefore, certain revenue and the re-
lated assets are recognized when recailved rather than when earnmed, and certain
expenses are recognized when paid rather than when the obligation 1s Incurred.
Accordingly, tha financial statement is not intendad to present financial posi-
tion and results of operations in conformity with gemerally accepted accounting
principles,

Expenditures during the 30-day carry-over period and expirations wera as follows:

Expenditures Expirations
July 1-30 July 31,

1979 1979
State Agency for Surplus Property $14,072.89 $§ 588.01

Thare were no appropriations to the Wast Virginia State Agency for Surplus Prop-
arty for tha fiscal yesr 1980,

Combined Totals: The combined totals contain the totals of similar accounts of
the various fimds. Since the appropriations and cash receipts of certain funds
are restricted by various laws, rules and regulatioms, the totaling of the ac-—
counts is for memorandum only and does not indicate that the combined totals are
available in any manner other than that provided by such laws, rules and ragula-
tions.

Note B -~ Pamsion Plan

All eligible employees are members of the West Virginia Public Employeas’ Retire-
ment System., Employeas® contributions are 4MZ of thelr compensation and employees
have vestad rights under certain circumstances. Contributions by the West Vir-
ginia Public Employees' Retirement Board are 9%Z of the employees' compensation.

Contributions to the pemsion and retirement plans wera as follows:

June 30, 1980 June 30, 1979

Special Revemue $11,257.56 $105920.45 :



INFORMATION
SUPPLEMENTAL
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WEST VIRGINIA STATE AGENCY FOR SURPLUS PROPERTY
STATEMENT OF APPROPRIATIONS AND EXPENDLTURES
YEAR ENDED JUNE 30, 1979

State Agancy for Surplus Property -
Account 2100-17

Appropriations
Expendituraes:

Parsonal Services
Current Expenses

Transmittals Palid July 1 -~ July 30

Balance

- 27 =

$90,622.00

54,279,542

45,754.57
90,033.99

588.01

14,072.8%

$14,660.90



WEST VIRGINIA STATE AGENCY FOR SURPLUS PROPERTY
STATEMENT OF CASH RECEIPTS, DISEURSEMENTS AND CHANGES TN CASH BALANCE
SPECTAL REVENUE

Salae of Fedaral Surplus Property - Year Ended Jume 30,
Accowmt 8145-06 "1980 1979

Cash Raceipts:

Sale of Federal Surxplus Property $235,560.44 $236,064,97
Surplus Property Sale (8145-45) 23,832.03 '__28,708.21
259,392.,47 264,773.18
Disbursement:

Personal Services 102,831.48 131,312.80
Current Expenses 128,169.03 105,021.63
Rapairs and Alterations 27,778.09 10,071.30
Equipment 832,54 -0-
259,611.14 246,405.73

Cash Receipta (Under) Over , .
Disbursememta (218.67) 18,367.45
Begiming Cash Balance 39,470.89 21,103.44

Ending Cash Balancae $ 39,252,22 $ 39,470.89
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WEST VIRGINTA STATE AGENCY FOR SURFLUS PROPERTY

STATFMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCE

SPECTAL REVENUE

Surplus Property Sales -
Account 8145<45

Cash Recelpta:
Sales;
Auction
State Surplua Property

Abandonad and Proparty
Bid

Disbursements;
Personal Services
Current Expenses
Repalra and Alterations
Equipmant
Investments
Refunds
Inter-Governmental Transfers
Sale of Federal Surplus Property (8145-06)

Cash Raceipts (Undar) Over
Disbursements
Baginning Cash Balance

Ending Cash Balance
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" Yaar Ended June 30,

1980 1979
$332,873,18 $181,728.76
212,770.03 198,623.76
21,817.07 13,467.43
2,417.00 7,498.79
569,877.28 401,318.74
78,024,48 4,545.66
228,422.15 16,458.28
31,963.34 7,320.63

699.07 -0~

150,000.00 -0-
1,700.00 50.00
139,861.75 142,481.98

23,832.03
T854,502.82

28,708.21
T199,564.76

(84,625.54) 201,753.98
340,708.92 138,954.94
$256,083, 38 $340,708.92




£9

WEST VIRGINIA STATE AGENCY FOR SURPLUS PROPERTY
STATEMENT OF CHANGES TN INVESTMENT BALANCE

Year Ended June 30,

1980 1979

Begimming Balanca $ -0- 3 ~0-
Additions:

Investment Purchased 150,000.00 -0-

Interast 1,289.07 -0-

151,289.07 =0~

Deductions o ==

Ending Balance 21512289.07 $ -0-
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WEST VIRGINIA STATE AGENCY FOR SURFLUS PROPERTY
RECONCILIATIONS

JUNE 30, 1980

Sale of Federal Surplus Property —

8145-06
Balance per State Treaasury

Balance in State Treasury per Agency

Surplus Property Sale - 8145-45

Balance per State Treasury

Balance in State Treasury per Agency

- 31 -

$ 39,252.22

$ 39!252.22

256,083,.38
$256,083.38
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STATE OF WEST VIRGINTA
OFFICE OF LEGLSLATIVE AUDITOR, TO WIT:

I, Encil Balley, Legislative Audltor, do hereby
certify that the raport of audit appended hereto was made
munder my direction and supervision, under the provislons
of the West Virginia Code, Chapter 4, Article 2, as
amended, and that the seme is a true and corraect copy of

said report.

Given under my hand this fa%day of%“&.

¥neil Bailey, Legislative Auditor

1981.

Copy forwarded to the Commissioner of the Depart-
ment of Finance and Administration to be f£iled as a public
record. Coples forwarded to the W_aet Virginia State Agency
for Surplus Property; Covernor; Attorney General; and Stata

Auditox.
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