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WEST VIRGINIA TJNIVERSITY

E)CT CONFERENCE

We held a! exit colfercllce o! Jure 7, 2001 with the Cbief of Staff for tbe Presidetlt of Wes[

viryilia UoiveNity and other reFesentatiyes of west VLginia Univqsity a-od all findings and

recommendatioos were revie$,ed and discussed. The UdveFity's responses are inclurted in bold and

italics in the SuDmary ofFi.udings, Re{ommendstions and RespoDses and aftsr ot[ findings in the

General Remarks sectio! ofthis reporl
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WEST VIRGINIA IATYERSITY

INTRODUCTION

Established h 1867, we$Virginia Univenity (wVtD is the state's major researcl;

droral degree-grsrting, I€lrd€I€d irstitution. WVU provides high quality prograrns ofinstuctioD,

offeling I 66 degree progBms at the uoderyraduate, eraduate, and fiFt-professional levels, including

the state's only law scbool; fosters basic and applied rcsearch ard scholarship; and engages in and

e[courages other crestive and anistic work A wide mnge of health science progrsms are taught at

WvLt's Robeft C. Byrd Health Sciences Center through schools ofmedicine, dentistry, uursing, and

pb8lmacy, including Blied heslth Fograms and grad""te progm.Es ilr basic health sciences.

WVU combircs tbe breadth ofacademic opportunities offercd by a major re€earch

institution with the amosphere of a mall scbool; the undergmduate studentfaculty rdio is l7:1

Enrollment in one of the University's 13 coUeges and schools ofers studeots the waroth and

friendliness ofa small academic community. The University encourages diversity and promotes

sosial justice in all of its activities.

The Do*ntoun Campus is linked to the Evalsdale Calrpue atrd the Robert C. Byrd

Health Sciences Center by the Pe6onal Rapid TraDsit (PRT) system, which Lses automa&4 electic-

powqed cals that opente o! a concFle and steel guideway and permits quick aqd eesy acc€ss [o

major locations within the UniveFity and downtown Morgaotown

The divenity of WVU'S student My is spparent io the fall 1999 eDroll4Efl of

22238 students, as all 55 couuties of We* virgini4 48 of 50 states, aBd 96 other counbies arc

represented. WW bas had 25 Rhodes Scholars, 13 Truman Scholars, 17 Goldwater Scholars, and

one Bdtish MaFhall Scbolar.



WVLI is one ofonJy 43 public universities that serve theL stales as rcsearch ald laod-

glsllt institutiols. The tEIm "laod glaof derives from the CoogressioDal act of 1862 tbat gave

federally-ouned land to each state, ro be sold for fi.rnds to begin colleges offeriug progarns i!

agdculture ard engilleering. Siace its founding i! 1E67, WVU has developed ilto the ceDter of

gladualc ard professional education, research, ad enension programs i! West Viryini& Coal snd

eBelgy are a major focus ofUniversity research because ofWVU's location in the easern coal fields.

WVU canplses combine traditional and modertr architectEal styles, 8!d I I campus

buildings are lised on the National Register ofHistoric Plac€€. Many ofthese original buildingF,

including Stalnaker llall, have beetr restorcd and lenovabd.

Cureot lihary holdings ioclude 1.4 million yolumes;2.2 milliolmicroforms;7,453

subscriptionq 20A82linf,ir feet of arcbival naterials (in excess of 5,000,000 iteEs); 38,670

audiovisuqls; at1d various electonic databases. All libraries are autooated witb the NOTIS system.

WVU prograos and services are ac.cessibly locsted tbroqhout West viryide-

Regional cenpuses include West viryinia UniveFity ar PsrkeNburg, PotoEac Stare CoUege ofwest

Virginia Univenity, and West Virginia Univenity lostitute of Tecbnology. WVU opelales the

Cbarleston Division ofthe Roberr C. Byd Health Sciences C€nter ard the Wheeling Division ofthe

School of Medicine. Ia addition, there are six exteded leaming Ggional cente$ al Charleslon,

Clarksburg, wVll-Parkersbulg, PotoEac Stde collegs, Sbepherd College, ad west Liberty state

College.

west virginia UniveNity operales eight experiroental farEs in Hady, JeffelsoD'

Monongalia, Moqoe, atrd Prcston courties; five experioentoJ forests in Mololgalia, PrestoD'

Raodolpb, ad Weuel counties; a geologl/ camp in Greetrbder Coulty; and the stale 4-H Comp ad

a museu ofmid-nireteeDth c€nhEy Iife at Jackson's Mill.
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WEST VIRGINIA I]NTYERSMY

ADMINISTRATTVE OFFICERS AND STAIT'

AS OF JUNE 30.2000

Dr. Dayid C. Hardesty, Jr .............. ................ Preside[t

Dr. Scott C. KeUey Vice Presideut for Administratioa and

Filaqce atrd Hu08n Resourc€s

Terry R Ondreyka Associatc Vic€ Plesid€nt for Filarce

Lisa Mirchell ....... DiEctor of Res€arcb, Tax and Payroll Accoutrting

Barbara E. Gabel Llanaggr Expert Busiqess operatio[s

William R Quigley, CPA . . . . . . . . . . . . . . . Director of Intemal Audit Offce



WEST VIRGINIA TJNTVERSITY

BOOKSTORE OPERATIONS

SIJMMARY OF FINDINGS, RECOMMENDATIONS AND RESPONSES

Lack of Efrective System of Itrterual Controls

t. During ttre course of our examination" it becore apparent to us, based oa the

observed noncompliance with the Wsst viryiois Code, West Viryinia University

(WVID did not bave 8n effective system of iltemal contols h place over bookstole

operations to ensure compliance with applicable State [aws, rules atrd regulations.

We believe an effective sysem of intemal mntols would bave alerted maoagement

to these violations at an e€rlier date aod sllowed more dmely correotive action.

Audltorr' Re€oEmetrdatiotr

We recommend wVU comply with Chapter 5A, Article E, Section 9 of the west

Viryinia Code, as a.mended and eshblish a system of tttemal controls.

U!-lverritv's Respotrre

West Vhglnl4 Univenfiy beliews la g*em o! lnlemal conlrols oYer bookttore

operdltns ls cdequals (See pagas 9-11)

Contracthe of Bookstore
Operatlops to Onallffed Vendor

2. WVU eltered il]to a cotrtract with a private vendor @ames & Noble) to oPemte the

WVU Bookstore. Tbe Circuit Court ofKsnawha County ruled oo March 15, 1991

thal WVU ',l/as authodzed uoder law to do so
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Deposlt ald UBe ofGuarsnte€d Paluen&

3. WI/U deposited $2,889,686.37 in g!8ratrteed palnerts froE Bames & Noble i.oto

the Special Services Fun4 insead of following the provis.ions of Chapter 188,

Article 10, Section 14, as amended and Chapter l88, tuticle 5, Section 2a of the

Wes[ Vi€inia Code. As a result, the West Virginia L€gislatue did not get !o

exercise its authodty !o contol the use ofthe gusrstrteed payBelts.

Audltorl Recommetr.lador

We recommend WVU conply with Chapter 1 88, Article I 0, Section 14, as amended

and Chapter l8B, Adicle 5, Section 2a ofthe Wcst viryida code

UniveFltv's Response

W& Vhglnlr llnlvenlty belizves the provblons o! Chapter 188, Ardcle I0'

Secdon 14 of the W6t Wltla Code do not applf to the VI/A Boolstor6. (S@

pages 13-15)

RecelF of Gmranteed Palments

4. one quarterly guaranteed payment from Bames &Noble totaleA$222,186.37 rfrl3.t

tba! the scheduled $250,000.00 becawe WVU aod Barnes & Noble agreed orally o

share the cost ofcertain rcnovatiors to the Potonac State College Bookstole. Bames

& Noble tben witbheld WVU'8 sbare of the rcnovatioo costs from the next

guaraqEed paymenl Also, we noted three payments from the vetrdor were received

up to I I days aflel tbe due date.
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Audito13' Recorr|merdadotr

We recomrend WVU comply with bolh tbe Pric€ Adiustment 8l1d Amual

Guaranteed Revenues hovisions ofthe currem coffiact between WVU & Barnes &

Noble.

University'8 Relpople

Ile are now ln complfunce h)Uh the audlt recommendadoz (See pages l5-19)

Vetrdor ReLEburseEenb of Monthly Expenses
Inltlqllv Paid by WYU or Behalf of Verdor

5. We noted several imtances wbere reimbr:rsernents due under the Bookstore coffracl

were Dot beiDg lemitted tilrely ard ilr the correct amouols. As I resul! WVIJ has

oveftiued Bames & Noble by a oet aEoutrt of $7J50.90 through November 30,

2000.

Auditor!' Recommendadon

We recommend both WVIJ aud Bames & Noble comply with aI pmvisions of the

curent contract regarding the monthly billing for and reimbursemeat ofpayroll costs,

telephorc seryica, postage atrd other miscellaneous exp€nses.

Uniyersity's R€spo[re

We have now complled wlth the audlt recornmendctltrL (se Wges 19-24)

Contract Monltorlns

6. $ryU did lot cotrduct a Contract ComDliance Audit and a Customer Satisfaction

suvey dudng the fourth year of the curent Bames & Noble bookstore contracr
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AudltoF RecoEmendadon

we recommend wvLI comply with the Mooitoilg Contract Performa.oce Fovision

of the cr,ment codract to ensue Barnes & Noble is fuly coBplyilg wif! the terms

and conditioDs ofthe conhacl

Unlversityts Response

W6t Wt!.ta Untvetslrf, bellzvd the prcvlslon wa dlscrctlonal sn4 subleq to

the AnbeElty's opdan (See pages 24-2Q

Sqles to the General Public

7. Bames & Noble is rnnking soles t'o the general public from the WVIJ Booksmre

although State law prohibits such salB.

Audltorrr Recommend,qtlon

We recommend WVU conply witb Chapter l8B, kticle 10, Section 14 of the Wcst

vi€itria. code ultil such time as the statute is amended to sllow sales to the geoeral

public.

Unlvenitvtr Resoopse

West Vfulnla Untvenlty dld not rnpond.lbectl! to oar au.l rccornrrEndodorL

(See pages 27 and 28)
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WEST YIRGINIA TINIVERSITY

BOOKSTORE OPERATIONS

GENERAL REMARKS

INTRODUCTION

We bave complet€d a special report of West Viryinia UniveNity's bookstore

operalioDs. The special repon coveled the period July l, 1997 tbrough June 30,2000.

COMPLIANCE MATTERS

Cbaple! l8B, Article 10, Section 14 of the West Viryinia Code, as anended,

generally govems the'West Vhginia UniveEity (WV(, Bookstore. We tested applicable sections

ofthe above plus other applicsble chaFeF, articles, and sections ofthe West Viryinia. Code as they

pertai! to fin&cial matt€N. Our findings are discussed below.

Lqck ofEffective qystem of Internal Confrols

During the course of our special repofl, it b€c€me apparent to ug based ou the

observed nonconpliance with the West Virginia Code, West Viryinia U[iversity did trot have str

effective system of internal contols over booksore operations in place to ensure compliance with

applicable State laws. Chapte! 5A, Anicle 8, Section 9 oftbe West Virginia Code, as aoended,

stdes rq part:

'The head ofeach agency shall...

O) Make and naintain records contai[ilg adequale a.qd prope!
documentation of the organizatio4 f.:nctions, policies, decisioDs,
proc€dwes and essential tralsactioDs of the agency designd !o
fumish i.oformation to protect the legal aud fi|lrlrcial rights of the
state slxd of pelsoDs dfuectly affected by the agency's activities...."
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This taw requircs the sgency head to have i! pLace an efrective system of internal

coDtrols in the form ofpolicies and procedures set up o ensure the agency opemtes ir compliance

with the laws, nrles aud regulatioDs which govem it.

During our special repofl of West Viryinia Udversity's bookstorc op€ralioDs, we

foutrd the following troBcoEplianc€ with State laws or other rules aod rcgulatio[s: (l) Guaranteed

palmens totaling $2,889,686.37 were not transfefied into a special emciency surpltts fi.ud and

expended tbrcugh l€gislative appropriaiioD or Fa.osfelred into sDotler accoutrt using the procedures

requircd by the West Virytuia Code. (2) There was one (I) quarterly payment received from Bames

& Noble in the amount oft222,186.37 wfuch did not colforo to thc payment schedule Bs set fonh

in the cantrad between WVU and Barnes & Noble. We also Doted three (3) quafiedy payments

totaling $722"186.37 which werc not rcceived by wvu uqtil after the rcquiEd due dale set foflh iq

the contracl (3) Ulder the current co!fiaot between WVLI and Barnes & Noble. WVU peys c€rtain

expenses on behalfofBames &Noble. WVU sublxits moftbly billitrgs to Bames & Noble for the

reilrburseEetrt of these expenses. During our examination of the reimbwsemglts received from

Baroes & Noble for the period July 1 998 tbrcugh November 2000, we notrd the following instarc€s

ofnoncompliance with the currern booksorc contact: 21 instances of reimbrusement payments

letaling $719,862.14 rcmitted l81e by Bames & Noble; &! instances of palroll credits totalilg

$7,5 I 6. I 9 not bei-og applied by WVU to the montbly billings submined for payment to Bames &

Noble; a cu.Eulative uoderpaymeot of$175.29 by Barnes & Noble as ofNovenber 30, 2000 due to

Bsmes & Noble not payilg the exact sllouuts billed fiom Apdl 1, 2000 tbmugh NoYeEbsr 30,

2000; one (l) instance wbere WVU overbilled Bames & Noble by $10.00 due !o the wlotrg psyroU

credit amout being applied agaiDst the March I 999 billing; and five (5) instances ofreimbursement
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patuents totaling $275,919.84 which were accoulled for as revenues mrher thsn as expendittEe

reductions. As a result of these erron, W\'IJ has overbilled Bames & Noble by a net anount of

$7,350.90 tlmqh November 30,2000. (4) During the examiration perio4 WVU was in

BoDcompliance with the Moniioring Contract Performaace provision ofthe contracL This Fovision

of the bookstore cootract requires WVLI to coBduct both a Contract Compliance Audit and a

Cuslomer Saris&ction Suwey during the second ald fou h yeals ofthe curent contsact. A Co[tract

Complisnce Audit and Crutomer Satisfaction Survey werc conducted in the second yeer of the

cotrtsacti however, leither w€s coDducted by WVU in the fouth year ofthe conFacl (O The policy

ofBames & Noble who is lesppa5ills fq mannging WVU's bookstore operations is !o allow sales

to the geneml public. This policy is ia conflict with Chapter l8B, Article 10, Sectiolr 14, as

ameded, ofthe We$ Virginia Code whicb prohibits sales o the general public.

we recommend wvIJ comply wilh chapter 5A, Article 8, Section 9(b) of the West

Virginia Code, as aoetrde4 aud establish a system of iltemal controls.

Unlvenht's Resoonse

WVU conltn^ thd tr h6 sn etedfue syshm oft?ternql conbols qs supported by

oar r6pons6 to thefmdlr,gs ofthls sudlt The fuatfidoa has deposlledthe rcvenu6ltom thb

contrqcl ln complbnce wfih $I8B-1L15. The tns&dlon hos a BooLtttre Ahlsory Bosrd,hd

regulqlf ne6 $'Uh the Booksbre Mauger aul WVU's Adn*tlcttdtve Co ract Ofrlce

rqponsl.ble for ds!4o4al nanbgernent of the Boolnttre contrqcl WVA hos collected sll

rcvenua due lo the Anfuersry and has rcceh,ed oll sewlca descrlbed ln lhe conbacL
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Cortnsthg of Bookstore
Onemdons to Oualifed Vendor

wYU has emered ioto a contract with Bames & Noble to operare the wvu

Bookstore. The initial contract was for the period May I, l99l tbmugb Apdl 30, 1996, and

subsequently, renewed for the period May I, 1996 througb April 30, 2001.

The operation of bookstorc facilities at a stale college or univenity is govemed by

Chapter I 88, kticle I 0, Sectioq I 4 of the West viryiuia Code, as amended" which $ares i! Part,

"The apprcpdate goveming board of each stale ilstitution ofhigher
educstion shall have the authority to establish ard opelale a bookrtorc
a! the ilstitutio!. . . ."

AII moneys derived ftom the operarioa ofthe storc sbau be paid ilxto

a special revenue fund as provided in section two [$ 12-2-2], article
two, chaptEr twelve ofthis code. Each governing board shaU, subject

to the approval ofthe governor, 6x, and froe tiEe !o time, change
the amouDt of the levolving fuld nec€3lary for the pmper and

efficient opemtio! of eaah bookslore.

Moneys derived fiom tbe operation of the bookstore sball be used

fiIst b repleDish the stock ofgoods aod !o pay the costs ofoperating
and maintaining the store...."

We asked WVU officials on several occasiols whet authority WVLI had to contraat

the operations of the WVU Booksorc sirc€ Cbapler 188, Article 10, Section 14 of the We8t

Virginia Code does not speciicsuy aulhorize such alrangeEents, but we rec€ived rc ilformarion

outlining their authority to do so. Subsequently, the Legislative Services Divisio! ofthe Legislstive

Maoager's Office determined the question of WVU'S authority to issue a 'Request for Proposal"

iqviting the submission ofproposals for tbe operatioq ofthe W\IU Bookslorc was addEssed in I

decision Fndercd i! the Circuit Court of Kana\r,ha County on Malch 15, I99l which $ares in p€xt,
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". . . One must colstrue, in peri ggEliq w.Va Code $l8B-10-14
ard $ 1 88- I -7 i! detemini-ng whether or lot wVU is legaly
authodzed to issue a 'Request for Proposal" for the operation ofthe
WVU Bookstores by a private compary or entity. Based oD there
two statutes' the alrwer must be ln the affrmatlve." (EepbssF
added)

Deooslt and Uss of Guararteed Pavrnents

Uder the terDs of tbe curelt cortlact between WVU and Bames & Noblg WVU

is o receive $1,000,000.00 iq guanoteed payments dudng each ye€r ofthe contacl During the

period July 1, 1997 tbrcugh June 30,2000, wvu couected 52,972,186.37 in guaraffeed paymerfs

fiom Bames & Noble. Of this amount, $82,500.00 q,as allotted to PotoEac stste College 8lld

$2,889,686.37 was auotted to wvu. wvu deposited its ponion i.n!o the Sp€cial services Fund'

Revenues generated fiom bookstore operatioDs are govemed by Chapter I 88, Article

10, Secrion l4 ofthe West Viryida Code, as amended, which states i! part,

"The appropdate goveming board ofeach state irstihjtion of higher
educarion shall have the authority to establish aud operate a bookstore

at the institutio!- . . ."

AI moneys derived from the opemtion ofthe store shall be paid into
a special revenue fuod as provided in section two [$ 12-2-2], article
trrc, cbaptertwelve ofthis code. Each govemhg board shall, subject
to the approval ofthe govemor, fin, and from tioe o time, change

the amount of the revolving firud necessary for the proper aud

effcieft opemtion ofeach bookstore.

Mooeys derived from the operation of the bookstore shall be used

first lo replenish the stock ofgoods and to pay tbe costs of opemtilg
and maint',ining the storc....'

However, we believe the use ofthe guaranteed paymeots relatirg to the contract

would also be govemed by tbe provisions ofChapter I 88, Afticle 5, Section 2a ofthe \test Viryinia

Code whicb states i.u part,

-13-



' (a) In accordaace with the provisions ofsectio! seYentee!, srticle
two, chapter five-a of this code, the tersfer of amouuts between

items ofappropriatiors, or the tmnsfer ofmoleys in a special account

established for a pafticular pupose iolo another account for
expendiMe for another purpose' are specificsUy aufiorized for a
spending unit uoder thejurisdiction of the governing boads subject

ro the foUowing conditions:
(1) The plesidelt or other adminisrrative head ofa state insti tion

of bigber educatioa submits a wdtte! rcquest to the appropdale
goveming board. The appropriate goveming board approves the

rcquest for the tlansfer and subEits I writt€n lequest for the tlansfer
to the secretary ofeduc€fion and the afis. The legislstive auditor aDd

&e legistative ovenight commission on educatio! accouotability are

!o be iimbhed a copy ofthe request;
(2) The secretsry of educarion and the srts, after consultation with

the appropriate goveming bo{d" gives written apFoval to a request

for I mnsfer atrd follows such procedures as may be required by the

secretary ofadministration, the auditor and the Eeasurer to effect the
traDsfer prior to any expenditue ofthe moneys so tra.Dsfered;

(3) Sucb a tlalsfer does !ot:
(A) Exped a prcgan, establish a new progran or provide capital

for an expense thal ca.onot be paid dudng the cune[t fiscal ye$;...
(c) If, due to increased efficiency in operatiols, I state ilstittJtion

of higher education accumulates balances h any of its accpunts, or
accouots established for the ilstitution by its goveming boarq which
8re ill exc€ss ofthe amounts ne€ded to sccomplish the puryoses for
which the accolmts werc estsblisbe4 either general or special

revenue, the institution may employ the tralsfer provisions
established in subdivisioos (l) and (2), subsection (a) ofthis sectiou

to fiansfer such excess ba.lances iDlo a special efficienry surplus

revolving fund which slall be created i! the state treasuy for the
institwion and which sball be cafiied forwad hto the subsequeot

fucal yean: Providd Tbal expenditues froE any special effciency
surplus fund shall only be made upon line item apprcpriation by the

Legislature. . . ."

We believe WVU shou.ld bave deposited the guaraoteed payments into the Bookstorc

Fund instead ofthe Spesial Services Fuod aud the! transfered the Doneys il]to a special emciency

surplus filnd or into aoother account usirg Focedues outlited in Chapter l8B, Article 5' Section

2a ofthe west vLginia Code. By depositing ard , subs€quertly, expeding these moneys fion the
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Special Service Fud wvu did not foUow tbe west vLgida Code and the w€st viginia

Legislatue did not get lo exercise its authority to coB1lol the use ofthe guamot€ed payments.

Werecommend WVtl comply with Chapier l88, Article 10, Section 14, as amende4

aod Chapter 188, Article 5, Section 2a ofthe west viryinia Code.

Untve6ltv's Rssoo&se

SlSB-10-14 oppUs b booksttr* operded bJ,Lsldc tttt&tdJon oJhlgher lzanw

Wt) has no mtnagenent responslblliEtJor snd ln no wG! oPerota lhe on-csmpas bookstora

Ihe boolcsurq a WW arc operaed by Bomes & Nobla

Wl4J recelves ren!41 lnconelrom Banes & Nobklor lhe use of campusfocllttla.

In thls nunnep, IVWI ls provtdlng a specbt senlce (a prttde books'lorc on campus) to la

stud.na, Therefore, the renlol hcome deived Jrom lhe contrscl wlth Bana & Noble ls

deposlted ln Speclal Semtta Fand per SIEB-10-15.

Sectlon $188-10-15 provldg WyU wtrh he authorit! to provde specbl semlca

and toJfu and collect specblfees and chorges therelor. All rcna receh,ed by Wa' b rclotlan

It the Barn6 & Nobte contract, hsve been placed lnto the Speclal Servlces Fund- Sbce $188'IL

I5 sdpulata where rent ls colladadforcpecl!! senlces should be deposlled , aad VW has plsce.l

the monqt bto thls qccout t, has conpllcd v,Uh aU appotable West Wbtl4 lm'.

Recslpt of GraEnte€d Psyment!

Curently, WvU has an exclusive contlact with Banes & Noble al.lowing Barnes

& Noble to operate wvll's various bookstores, This contract became effective on May 1, 1996 and

is due o expire o! April 30,2001. For each year ofthe coltracE the vendor agreed to remit

$I,000,000.00 inguannteedpaymentsto wvu withpayEents of$250,000.00 to bemade qusfie y.



As pafl ofour exsminatio! ofthe bookstore contact, we reviewed the quBrte y

payments received by WW duriry the period July l, 1997 tbrcugb Juqe 30, 2000. On May 10,

2000, WVU received a quarterly paynent from Bames & Noble in the alrouqt of$222,I 86.37 ralh€r

lhaD the usual amount of$250,000.00. Upon inquiry ofa WVU ofrcial, we were told this reduced

payment was the rcsult ofan agreement between Wlru and Barnes & Noble relating o WVIJ's

share ofthe booksmre improvemeot costs incurred by Barnes & Noble to renovale tle bookstore

loc€ted at Potomac Sta:te College.

Dudlg the summer of I 999, Potomaa State College's bookstore facility was relocaled

ftoE the b€semert ofthe Library to the Student Union facility. PotoBac Stale Collegc waoted to

expand and inprove the quality of library sewices offered to students and needed this additional

sp€ce to accomplish these goals. Also, Potomac State Coll€e wo-qted to rclocste the bookstore to

lhe Student U[ion facility to rcplace I food service operation whicb was losing money. To

coEpeDsde tbe students for the loss ofthe food service arca, admitrist'aiioD officials decided dtring

the ptarnilg process !o incl ude a limited convenience store and prspackaged food and drink s€rvic€

i.u lhe new bookstore loc€.tion.

I-Iavhg detemiled this relocatio! as beneficial !o both psties, Bames & Noble

offered !o shffe in the cost of the relocatio!. Both parties verbally agreed to share all bookslore

imFovement costs equal.ly. Total renovation costs amouoted to $55,627.35 which were initially

paid by Bames & Noble. A representative for WVU signed an acknowledgoent form prepared by

Bames & Noble agreei.Dg to the deduction of w\ry's sharc ofthe renovatio! clsts from the qext

scheduled contnct payment due WVU. WVU'S sbare of the renovation costs smounted to

S2'1 ,813 .67 . Thereafter, this amount was deducted &om the May 2000 conhact payment remitted

to wvu to cover wVU's shsre of the renovation costs.
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Prcposed chaDges to the conu'act payment schedule arc addressed by the Price

Adiusfuent Provisions ofthe curent contact which state,

"Puec adfusaeaglxqa$oE!

The terms and conditioDs of lhis aontract arc intended to prcvide
successftrl bookstore operations wbich wi-tl be mutually bqreficial to
both parties tbrcugh a spidt of parhreFhip. The Unive$ity ard
Bames & Noble recognize thar significant changes in effollneft or
other signifcalt events Eay cause udntentioral arrd undue halm to
either palty and may warlaot adj ustBent to $e conhagl Requests for
Bdjustment must be Eade i! writing at least 60 days in advance of&e
Dext contract year. Requests for sdjusrmeds made by tbe University
should be prese[ted to Bames & Noble's vic€ Presidetrt for Carxpus
Relations. Requests for adj ustmems made by Bames &Noble should
be preseated to the UniveFity's Associste vice President for Financa.
A wineo response (indicating acc€ptarce or rejection with
appropriate justi-ftcatiotr) must be provided withi! 3 0 days of receipt
ofthe request. Requests for adjustEent Eay r6ult il] aneodment to
the contact, may be rejected in part or in entirety, or may rcsult ln
termiration of tbe coDtact."

By authorizing Bornes & Noble to let WVLI'S share ofthe renovatiotr clsb agaiDst

one ofthe scheduled qusrterly payments due WVU without amending the curent contract thJough

a cbange order, we beleve WVU *as in noncompliance witl the Price Adjustnem ProvisioDs of

the bookstore contracl As a result, wvu wos urderpaid by $27,813.63 regadilg the rcmitlaoce

ofthe quarGrly coltmcl payEent made by Bames & Noble dudng May 2000.

we mel with WVU's Director ofBusiness and Procuement Servic€s; however, she

\pas urable to cile a.oy portion ofthe contract whioh ivould atlow for this type ofreduction ofthe

qusrterly rcnt paymeots. She firrther sta.ted that under normal circumsances, the contr?ct would be

araended tbrough a change oder to keep track of alry taosactioDs afecting the existing tErms alrd

conditions ofthe contract. She concluded by stating tha it bad beer decided no change order vas
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needed for this trarsactios since the coDtract does lot specitrcaly Fohibit the reduction of tbe

quarterly reot payxqetrts ilr this mallner. Thug both puties age€d that WVU wouJd pay its shar of

the rclovation costs thrcugh a one-time reductioD oftbe quarterly reot paymeul

During our examination, we also noted tbrce (3) qusnerly paymel1ts lotaling

$722,186.37 were not received by WVU from Bames & Noble until after the reguired due date set

forth in the contract. Two (2) paymerts totali\g$472,186.37 \\rcre received ten days late, while one

(l ) payment of$250,000.00 was received 1 1 days late. colcemingtbe due dateby which Paymerts

sle to be leceived by WVU, the bookstorc contract addrcsses this issue &s follows:

"A$ual Guara.qteed Revelues

. . . Payments are to be Ilade quarterly arld ale due rc laler than the

las day ofeach quarter. . . "

We believe Bames & Noble remittilg quarterly paymeqts to WW beyood the

requircd due dar Eay result in WVU losing imercst rcvenue on these monies. WVU personnel were

unable to provide us with a ressonable explanation for the late receipts of the quarterly pqments.

We rccoomend WVU comply with both the Price Adjushent and A|ll]usl

Guqanteed Revenues Provisiors ofthe current cotrtract between WV{J and Bames & Noble.

Anfuedttv's R6ponse

The acknowledgenentform documentlLg the muluol sgrcement lo shLre the cos''

o! renwollor ta lhe Potonsc Stqle Couege BooksTore was slgred by a dglgnee of the A$oclale

Vlce fu\ldeulor Flranca WVu malatalrlt thq! It wqs under no oblBotlon to proc6s s change

order lo the contrad when both pardes hsd mduall! ogeed la 4 redacAon fut re PoJtrnent qs lhe

authorh,lo mske prbe ad|r.itmena h)as exprdsly suthorlzed by the kms attd condldons oJ lhe

qgreenEnt between the Ilnlvenlty ond Bans & Noblc whlch hsd been Lpprcted by the AUone!

Generqt's OtF.e
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WI/tl agrc6 thqt seteru! palrnena from Banq & Noble t4'ere deposlted lst4

Eowever, thae paynena were delqrcd when WW moved responslblluy lor depos& of thae

checkr to s dlterent ofrt e prlor a nodlybg Bamq & Noble tha the checkr shouw be sent It a

new sddrcss. Wl4l rccognked thst lhe check deposl! proc5s wos belltg deloled b! rccetvlng thqe

checkJ t s unlr other thon the anlr responslblelor theh depnlt ond nodJted. BLtnes & Noblz thot

lhe checkt should be dellvered to the deDost locatlorL Thls shuatton hos been sddr5sed snd

conected.

VeEdor Relmbursemetrt of Monthly Expelres
Itritiallv Paid bv WVU on Behalf of v€ndor

Under the cunent coDtsact ber*€en WVU snd Bames & Noble, WVU pays certain

expeDses on b€halfofBarDes & Noble. These expenses include payroll costs, telephone service and

postage. WVU submiLs Eolthly billings !o Bames & Noble for the reimbu$eoent of these

expenses. During our exami-oatioo of the reimbursements received from Bames & Noble for the

period July I,l99E tbrough November 30, 2000, we noted both WVU md Bames & Noble ate ilr

noncomplialce with thc contrscl

Specificdly, we loted 21 irytarces ofreimbursement payments totalilg $719,862.14

remitted late by Bames & Noble; ten ( I 0) i$raqc€s of palrou credits lotalirg $7,5 I 6. I 9 nol beisg

applied by WVU to the Eonthly billitrgs submitted for psyment !o Bames & Noble; I cumulative

uderyayment of $ I 75.29 by Baroes & Noble through November 3 0, 2000 which ocauqed because

the vendor was not paying the exact amoults billed by WW from Aplil 1 , 2000 throwh NoveEber

30, 2000; one (l) ilstsqce wherc WVU overbilled Bsrnes & Noble by $10.00 due o the wrong

payroll qedit anoult being applied agains the March 1999 billing; and five (5) iuances of

reimbusement payments totaling $275,9 I 9.84 wbich were accounted for as revenues rather tharl as
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expetrditurc r€ductions. As I result ofthese errors, WVU has overbiued Bames & Noble by I net

amouff of$7,350.90 through Noveeber 30, 2000.

We believe the aforemedioned ilstonces whee WVU owed Bames & Noble for

cqtain payroll qedits would be in noncompliance witb the Yeeadgg 9!d Sick Leave Balaoc€s qf

Stqte Fuuded Employees portion ofthe WVU Bookstore Contract whicb states in p€4

'ryacatiotr and sick leave balances accrued by WVU employees prior

to commeocemeDt ofthe initial contrac[ telEl ar May 1' 1991 8re the

fuancial r$poDsibitity of tbe UdveFity. The Univenity will allow
a qedit against payroll reimbursements due ftom the Vendor for these

vac*ion and sick leave balances wben takeo The value ofthe qedit

'till be determired by multiplying the leave time tsken by the 5/1/91

hourly mte ofthe employee..."

Il addition, we believe the aforementioned irstances where Bames & Noble did not

Foperly reinbuse wvu would be ia nonclmpliance withtheYgadqrBqbbEe4glgflbllelqly

Expenses Paid gq Vendor's Bebalfportion of the contmct which shtes,

"Expelses paid itritially by the UdveFity o! behalfofthe Vendor 8re

the filalcial responsibility of the Vendor. Th€se Bight include' but

are not lioited lo, salaries, wages, fiinge bercfits, telephone slrd

poshge. The UDivenity will invoice the Verdor for payroll costs

within five business days ofeach payday and for all other expenses oo

a montbly basis withi! ten business days ofthe end ofthe month in
which expelses are posted bo lhe Uliversity's accounting system

Paymeot Eust be fonatded to the wvu controuer's 0fficq P.O.

Box 6001, Morgaotown, wV 26506-6001 snd is due the UniveFity
withh thirty days of the itvoice date. Late palmeDtr may be

assessed o 1.57o monthly fea' (Emphasis added)

The effect ofBames & Noble remining paynents late 8lrd WVU not ilvoicing Bames

& Noble ftoE November 1999 thrcugh Mslch 2000 re'sulted il W\IIJ losing interest revenue on

monies they were entitled to receive. Atso, WVU treating the reimbursement payme[ts as rcYenue€

may overslste reveDues rcceived resutting i! roisleadilg finaocial slateEents'
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The Assistant DiEctor of Spolsored Research Accountbg explaircd that Bames &

Noble is D.ot iivoic€d for pafoll costs within five (5) bwlu€s days ofesch payday becolse WVU'S

former computer syslem (CUFS) could only genemle billi.ogs on a montb.ly basis. WVU's oew

compuFr system (MAPS) possesses rhe capability to genemte bi[ilgs on I weekly basis; hos,ever,

both panies decided to continue $c billing prccess on a monthly basis since eacb psfiy q,us sdisfied

with this method.

Conc€miog the late payments made by Barnes & Noble, this WVU official told us

that he rdas lot au,rre ofthe reason these payments were not beirg received within 30 days ofthe

iavoice date as required by the calEaal He fiEther explained that he is unaware ofauy discttssions

b€tw€en WVU peNoDnel and Bames & Noble regarding this issue. He adrted thar WIIIJ has bad a

very good working relatioDship with the vendor and that Bames & Noble would be contacled if

peyment was delinqueot iD exc€ss of 60 days. These late paymeots were received by WVU from

one (1) to 47 days after the due date set by the contract We noted WVU bas not assessed Bames &

Noble any late fees as the rcsutt ofthese reimbusement palEents bing remitted Iale even tlough

the coffmct Fovides late paymens may be assessed a 1.5% montbly fee.

We werc also told WVU was unable to properly invoice Bames & Noble fiom

Novenber I 999 thowh March 2000 because WVU was having problens fully implemerting the

soflware to run its rew computer system (MAPS). wVU required seveBl motrtbs to establish its

account structurc within the new sysJem. Once eltablished, wvu resumed billil1g Bsmes & Noble

otr a rlontbly bssis al the end ofApril 2000.

In accordanc€ s,ith the cwrent contlact, Wl/U is responsible for the sick aod Euual

Ieave acqued by booksore employees prior to the commencament ofthe initial cont?ct (May I,
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1991) with the vendor. Under CUFS, usage of tlis leave \nas recognized as I credit agai[st the

amount Bames & Noble wss invoic€d- Howeva, with the implementation of tbe trew compuFr

system in November 1999, WVU was unable to inoorporde these payroll credits itrto the mollthly

billing proc$s. Cwrently, WVU bas stiU bee! uDsble to lesolve this issue. Thus, Bames & Noble

has been cuorulatively overbilled a touj of$7,516.19 for payroll qedits ftom November 1999

tbrcugh November 2000. WVU penonnel told us as soon as paltoll qedits c€n be iocorporated inlo

the billing process that the lotal amoult of outstsldhg pafoll credits will be applied agaict a future

billing.

conc€ming the cumu.lative underpalrnent of $175.29, we leamed Bames & Noble

elected to make esdmsted paymeDts srarting in May 200 0 as the result of WVU's diffculty ia billing

Barnes & Noble on a consistent ba:is. Since Bames & Noble's fiscal yesr ends onApril30, Bames

& Noble needed !o reimburse WVU for these expenses so their budget would not be adversely

atrected by wVU's inability to invoic€ them in acaordance with the contract. BarEes & Noble

estiEated the amount rceded to cover these expenses aad remined this aoourt. Finsly, WW

persornel told us the overbilling of Bames & Noble by $ I 0.00 on its March I 999 biling vJ€s the

result ofa data irput eror when entedng lhe payroll credit idormatioD irlto the compuler sysleE.

We recommend bo& WVU aDd Bames & Noble comply with all provisions of the

current coffract regarding the monthly billing for and reimbursemeDt of paFoll costs, telephone

service, postage and othe! miscellareous expeDses.

Untversl4r's Restonse

We ogree thar WW u'at not ln compll&nce of the teruE oJlb conlrqd wuh Barn6

& Noblt h rcEad tt bllllng olnonrhly expense lncuted by the Unlvenfiy and poyable by Barna

& Noble. Thqe sltuatlons have been qddre$ed and conecled.
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We concar lhqt 2I payments made by Bana and Noble were lae; WyA dU not

choose lo qefclse l8 optian ,o charge LtterNt on thev palmene Subsequznt to thls rcpor, all

ofBant6 & Noble's pqlnent have been on fima

We agrce ths! Bam6 & Noble was oveftllled ln the amount 0!87,51619 dae to

,tonappli.otlon o! palrolJ credltt, These payroll credtts hove been swlled to Bamd & Nobk's

Mo'X 2001 lnvobe

Barn6 & Noble dld ps! 9175.29 le.\t thsn lhey were hvolced dufurg lhe Perlod

aud&ed- They had been lneoLed lor lnspproprfua charga (prhnarlly telephone) whlch they

.lbsllowed. WW's lnvolces were not qdJ,LtLd to reJlect the lnapproprlate chorye resultlng In lhe

qpearar,ce oj underpqn Ent .

We agree thst Banq & Noble was overbllted bf $l0 bt March 1999, A uedt wos

lssued to Bs 6 & Noblefor rhls amount on lls May 2001 tnvolca

When the Untvenltyfint lrnplemented ta Inqncl&l slstem la November oJ 2000,

the proc*s Jor postlng eqendlture rcdactlons w6 not tull! operudonsL As a r6ul+ pTlroA

rclrnbwsement ptynenE wefe recofded qs fervnu€s lrrneod oferyend&we rcducllttle' WVU hqs

tsken conectlve acdon to enswe thd the trsnsoctlorlt tot wefe posted as rcvenuewlu be r{leelzd

os ependlture re.tactlons and not revenue on the Unt e\lt!'s dadltedinsnclQlstalemena. WyU

has developed a process to rccord eqenduure rcdac'tions wAhbt the Orucle system

wW agrees thot U is not blllbtg Bamd & Noble tor pEYoA cosa w htn five

buslagss dcts ofeach pafdsf. As sraled Wvu'sfort E4lnanclal stiem couu nol generde thete

bllllngs la acconlance ttlth tLst requhemenl When WVU lrplemented tb canenl frnsruw

sJtstem s buslness decblon was mfude to condnue bltlbaE Ban6 & Noblz on s monlhly bosls Jor
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the convenlance ofrwU, A change o ler lo .e controct shouw hat e been made fo docunQnl thls

declslon- Vl'tU ls cunend! opersdag under a nen, contrrct wlth Bam6 & Noble whlch do6 not

rcqulre bllllrrg ,'Uhll ttve buslness dalx of eqch paf.lcf.

Contrsct Monltorhg

During our examination ofthe bookstore contract between WVU and Barnes & Noble,

we noled W\'IJ was ir noncompliance with the Mo[itodns Conhact Perfomance plovision ofthe

cootract. This provision of the bookstore conhact requires WW to cotrduct both I Contact

Compliance Audit axd a Customer Satisfaction Suwey during the sec!trd and fouth yea$ of the

coDtract.

A Contact Compliaoce Audit was cotrducted by WVU's Intemal Audit Office in the

second ye€r of the curent contract; however, such an audit was not conducted in the fourth year of

the curleDt contracl The compliance repon prepared by the Intemal Audit Office indicat€d tbal

Bames & Noble had subsantially complied with the terms and conditions of the coffract- A

Cl$tomer SatisfactioD Surv€y was also conducted in the secotrd ye€r of the crEIEnt contlact The

faculty portiou of ttris survey was conducted by Bames & Noble, while the studem portion vas

aonducted by WvU. Bames & Noble achieved high sc$es on both the faculty 8!d student portio!

ofthis survey. However, this some survey \4as not conducted by WVU during the fourth year ofthe

cErent coDtracl

We believe the decision by WVU officials to forego the Contsct Compliance Audit

and Cuslomer Satisfsction Survey duriag tbe fouth year ofthe culrenl cotrtacl is i! no[complislc€

with the Mooilorine Coffiact Pqbpaqgg provision of the bookstore contact which shtes,
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'West Virginia University is authorized aBd rcsporulble for
cotrductlng both a Contract Compllance Audlt and a Customer
Satlsfactio! Survey during the second and fourth cortracl
retrewal yeaB. The vendor is required to cooperato with the
University and provide any necessary iaformation The Contract
Compliaace Audit will be peforBed by the WVU Iqtemal Audit
Ofrce ard is intended lo elsure that the terms and conditions ofthe
contract ale subsmntially complied with. The Cuslomer Satisfaction
Survey is intelded to provide feedback from students, fsc!.lty and
sASregarding the level ofsatisfaction with bookstore Foduats and

services (textbooks, bours, service, etc.). West vtginia Unive$ity is
respolsible for all costs i! conductilg both the audit a.ud the survey."
(Eophasis added)

By neglecting to perform the Contract complianc€ Audit and the customsr

satisfaction suvey in $e fouth year of the cuEent bookstorc contract, wvu has rct suffciendy

monitored the Mormance of Bames & Noble dwing this clltract period to elsule Barnes & Noble

has substautially complied with tbe terms aud coaditioos oftle contracl A lack ofadequate contact

monitorilg nay lead !o the same vendor being awsrded subsequent contracts who may be i!

noncompliance with the current codmct ard may be providing unsatisfactory sen ice to booksbre

cuflomgrs.

Io addirio!, allowing Bames & Noble to devise atrd conduct the faculty portioD ofthe

Customer Satisfaction Survey could lead to a lack of cooideace by ildependent observeG tbat the

results accurately leflect the level offrculty satisfactioq with tbe bookstore's Foducts 8nd ssrvices.

we believe WVU should have psrformed this portio! of the CustoEer Satisfaction Suwey as well

since the contract assicts the respoDsibility for conducting the survey !o wvu.

WVU personael explained to us thal adminisbative ofrcials did not believe that it was

netessary to cooduct either tbe Cootract Comptiance Audit or the Cu$omer Satisfactio! Survey in

the fourth year ofthe cunent contract because the contact was comirg up for rebid. We were also
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told WVU officials were sadsfied with the level of service being provided by Bsmes & Noble. 'me

time frane when the audit and the suwey would have been conducted was the same time that the

coDtract was being rebid.

We were also informed by WvU penonnel that Bames & Noble regularly conducts

Faculty Satisfaaion Suweys at other college bookslores wbich tley mn nage and thus volunteered to

conduct the faculty portion of the Cusomer Satisfaction Survey. Before conductbg the faculty

portion of the Customer Satisfaction Survey, Bames & Noble submitted their questioDnaire to

W\rU's Bookstore Advisory Boad for approval. The advisory board subsequently reviewed and

approyed Bames & Noble's faculty survey quesLionaaire.

We rccoomeDd WVU comply with the Moritorins go!@&! Performance provisiotr

ofthe curent cltrtract to eosure Bsroes & Noble is fi:lly complying with the terms aud conditions

ofthe contract.

Anfue6l.lv's Re{for,-se

We nttntqin thar the lnsdruion wqs not requlred lo coEdacl ellher the Contracl

Compllowe Aud& or the Customer Sqdsjactbn Sunq. Thls prwlslon was requaud by WW

lo be exerclsed ot la dlscretlon ond was not lnlended lo be 4 confiscr requlremenl

WVU hsd seversl mechanlsms ln place lo ensare thLl Barnq & Noble wss

pedormlng as requfued b! the contrscl The lnstltutlon has s Bookstorc Adtlsory Board lhqt

meeS rcgt otl! to sssrss lhe service pfovided b! the boolLstare an.I m4ke recornmendqdotts for

Wrovenena b both Bamq & Nobk and senlor adm*.lstrart6. In addbltn,4n Adn btlstofrve

Cotttruct Ofraer ls bt place for the bookstote who Is responslble lor .lLJLto-do! conlracl

,nLnogetnent lssud. TheJe rehlcl6 provlded adequote qssurattce thd Born6 & Noble uts.t

substutulou! compna w h the urt ts o! tltelr ogreenenl



Ssle! to the General Pubuc

During our examinarion ofthe booksore conEacl between WVU ard Barnes & Noble,

we noted Bames & Noble is making sales to the general public. The general manager af WVU'S

bookstores, who is employed by Bames & Noble, explained to us that aI msrcbs.udise with the

exc€ptiotr ofcomputer software is qvailable for ssle to lhe getreral public. Compuler softwarc is rcr

available for sale to the geneEl public siace it is sold to WVU students aod faculty at I greaj

discouDL To purobase softw8re, the cusloxoer must show bookslorc persoonel thet UuiveEity

Identification Csd.

'Itse 
believe this policy is in noncompliance with Chapter I 88, Afiicle I 0, Section I 4

ofthe West Virginia Code, as amended, wbich states in part,

"The appropriale goveming bosd of each state institutiotr of higher
educatio! shsll have the authority to establisb alxd opemte I bookstore
at the hsritudo!. The booksrore shall be operated for the use of the
institution itself, including each of its schools and departnents, itr
making purchases of books, stationery and other school aqd offce
supplies genemlly canied in couege sores, and for the benefit of
studeffs atrd faculty Eembers in purchasing sucb products for their
owD use, but no sales shqA be ,a4de to tlte general publb-.,
@mphasis added.)

Sales to the general public may lead to lo!-students puIcbasillg textbooks tbat were

intetrded for sale to students, which could result in an insuffcietrt nu.Eber oftextbooks on hand for

purcbase by students. Also, making sales !o the gelleral pub[c pua WIIU'S Bookstole itr

competitiotr with pdvate vendors wbich cuEently is specfica[y prohibited by State Law. The

General Manager ofthe WVU Bookstore explained to us that Barnes & Noble's policy does not

Fohibit sales of bookstore merchardise (with rhe exception of computer software) to the geneml

public. He further sbted the various booksores have bad no problems in goviding textbooks to

students.
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We rccomneDd WVU conply wirh Chapler I 88, tuticle I 0, Sectio! I 4 of the West

Virginia Code uutil such time as tbe statute is amended to allow sales to the general public.

UnlvenltJ2ls Raoonse

wfa bellevet thal Banej &. Nobl",as ap voreenterp se,is undef no requlremenl

lo coDplf wfih S188-10-14. Born6 & Noble does not sdterllse ollaampas or ln 4n! other waJ,

seek busln^sjrom rhe general publla Sstes b te generalpubllc ue hcuentuL ThereJore, we

cre h eomplbnce wllh SlSB-|UI4 {U Is spplttsbla It ts qlso lrnportattl to note thsl Banq &

Noblz ls responslblelor paJ,t.g oll state and locsl loxet Bomes & Noblz rccelves no sPecd lax

lrealntenl q.c a rcsuu oJ ta rcntal ageenenl wlth WW.
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STATE OF WEST VIRGINIA

OFTICE OF TEE LEGISLATIYE AUDITOR. TO \PIT:

I, Thedford L. Shantlin, CPA DiEcror of the Legislative post Audit Divisio!, do

hercby cqtiry that the rcport appetrded hercto was made under my direction and supervisior, under

the prcvisioDs ofthe West Vtgula Code, Chapter 4, Article 2, ss atrxendd and that the same is a

tue and corlect copy of said rcpon
t.tJ/^ \ \

Giveo under my baud tJus / U |' day of )J,L 114, 2gg1.

Copy forwarded ro the Secretary ofthe DepartmeEt ofA.rminiqfi?tion to be filed as

a public record. Copies forwarded to Vr'est VLginia University; Higher &lucarion policy

CoEmission; Govemor; Attomey General; and, State Auditor.

Thedl6fd L. Sharkliq CPA. Direcor
Legislarive Post Audit Division


