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To the Joint Coomidee on Govemment alrd Finance:

In compliance with the provisions of the tflest vlginia code, chapter 4, Article 2, as amended we

have eiamined the accouns ofthe West virginia Alcohol Bevelage Contsol Administration'

Our examination covers the period July l, 2000 tbrcugh June 30, 2002' The re'sults of this

examiution are set forth on the follo'r'ing pages of this repo(

Respectfirly submitted,

l€eislative Post Audit Dvision
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WFST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

EXIT CONFERENCE

II we held an e*it conference oo July g, 2003 with the Secretary of the Department of Tax and

I n"r"ou" atrd Fpresentatives ofthe west virginia A-tcohol Beverage control Administration and all

t 
findings and recommendations were revigwed ald discussed The agency's rcspons€s are included

I io bold *d itatics in tbe Summary of Findings, Recommendqtions snd Respor'es and aft€r our

I nnnt* io the ceneral Remarks section ofthis report
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMIMSIRATION

INTRODUCTION

The 2ln AmsndmeDt of 1933 rEpealed national prohibition 8nd gave each state the

right to make and enforce its own laws goveming slcoholic bevsragB. In 1 934, the p€ople ofw€st

Vhginia repealed a Juty l, l9l4 ametrdment to the Stste's CoDstitution which made absolute

probibition a part of thet law.

The west Viryinia l,egislahue, on Fcbruary 22, t935' rcpeled Cbapter 60 of th€

west viryiuia Code providing for the State control of alcoholic liquols; an4 as subsequently

amended by seDate Bill No. 294 pass€d March 8, 1935, cEated the West viryinia Liquor Control

conmission. Tbe West Viryinia Liquor Control Commission was abolished by Acts of the I 957

l€gislature, C. 5, which cr€ated the Ofrce ofthe wesl viginia Liquor conbol commissioDer' The

latter office was abolished by Acts ofthe 1965 Irgislahfe, C. 8, which act cr€ated the ofrce ofthe

west Virginia Alcohol Bevenge Conhol commissioner and trarsfered to him all powers snd

autlority vested in the former commissioo.

The purpose ofChapter 60 ofthe West Virgitria Code is ro give effect to the mandate

ofthe people expressed in the rspeal ofthe state prohibition amendment; aod to be public policy of

the State to regulate a[d confiol the manufacture, sale, distributioq haDspodatio!, slorage alcd

consumption ofalcoholic liquors a!4 at the same dme, to assue the gleatest degree ofPersonal

Mom consistsnt with the healtl, safety, welfare, peace and good morals ofthe people ofthis State.

To these ends the police power ofthe Stale is pledged o the sound contlol and teEperate use of

alcobolic liquors.
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The Acts ofthe I 990 I€gislature, C. 9, established tuticle 3A., Cbaprer 60 ofthe West

virginia code !o be known as the .stale Retail Liquor Lic€Dse Act" This act declares tbat the sale

of liquor al retail should no louger be by the State, but rather by rctail licensees; that there is a need

for the state to control the wholesale sales of liquor; that the heatth and welfare ofthe citizeos ofthe

state will be adequately protected by the licensing and cantrol ofsuch retail licensees; thu the sale

ofliquor tbrcugh rctai I licensees will satisry reasonable coDsurqer concems ofavailability alrd price;

a!4 that the operation and efficienry of state govemment will be improved by removiag the Stale

ilom the rerail sale of liquor.

The purpose ofthis act is b continue revenue !o the State ftom the wholesale sale of

liquor; provide a system of controls, through tiniations o! the number of retail ouuets and

application ofthe police power ofthe Sate, to discourage the intemp€rale use ofliquot an4 obtain

for the Stale finsncial gai! from the issuatrce ofretail licenses.

The Acts ofthe 2000 lrgislatue, c. 267, establshed Article 9' chapter 60 ofthe

West Virgiria code. The passage ofthis article gave the west Viginia Alcohol Beverage Control

Administration the authority !o conduct Unannou[ced inspections at establishments where tobacco

prcducts ale sold or distibuted to ensure comptiatrce with fedeBt and Stat€ laws governiDg tbe salc

and distributio! of tobacco produca to underage minors.

The administrative offiae of the West Viryinia Alcohol Bevelage Contsol

Administration is located at 322 7O'! Sftet, Charleston, West ViIginia- The warehouse is located

al HUB, Nito, West VLginia-

-3.
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WEST VIRGIMA ALCOEOL BEVERAGE CONTROL ADMIMSTRATION

ADMINISTRATIVE OFFICERS AND STAIF

AS OF JUNE 30. 2OO2

Tholnts A. Ke€ley . ... Commissioner (January 15,2001 !o June30'2OO2)

Donald L. Stenple Commi$sionEr (July l, 2000 to January 15' 2001)

A. Keith Wagner .......... D€puty commissioner

Gregory G. Skirmer D€puty coEnissioner

Edward llart ..... Administative sErvices Matrager

Rotrald Moats . . Administative Services Manager

Howard wellnsn Administsative S€rvic€s Manager

Pabisia Holtsclaw ComPtroller

cary Phitlips Information Systeos Maoager

Wiltiam PIarE ........ Dircclor ofEnforcement

Glenna Ro€ . . . . . . . . ......... Payroll Supervisor

tola Walters ........ Lic€nsing Supervisor
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WEST VIRGIMA ALCOEOL BEVERAGE CONTROL ADMIMSTRATION

SUMMARY OF FIITDINGS, RECOMMENDATIONS AIID RFSPONSFS

Lsck of Effecdve Svstem of Interral controls

l. During the course of our audiq it bccame spparent to us, based on the observed

noncompliance with the West Viryinia Code' tbe West Virginia Alcohol Bevengp Confol

Admi[istration did not have an effective sysrem of intemal conhols in place to ensule

complialrce with applicable State laws, rules and regulations. We believe an effective system

ofintemal controls would have elerted managemeDt !o these violatioDs at an earlier date and

allowed more ti49ly corrective aation.

Audltorrt Recommeldsdon

we recommend the ABCA comply with Cbapter 5A, tuticle 8, Section 9(b) of the West

Vtgillia Code, as anende4 aDd estabtish a system ofiqtemsl conhols.

Aaenqv's R?sp,onse

The ABCA hqs a q'stem olPoncld snd proc2dlrr6 as ,'eU qs laws qnd rqutadons whlch

are folloteed h aII areas otoperatlon ttt the agency. We wlA $rtve to updde polt'14 thal

are not atnent 14 our operdlorL (S@paAJs2+27)

ENFORCEMENT:

IrYeptory of Evldence Room

2. OnJwe2,20O3, we conducted an inveotory count ofthe ABCA evideoce rcom. we noted

the lack ofa syst€m ofcontrol prEedues over thc disposition ofseized evidenc€ and the

safeguarding of cash.
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AodltoF' RecommeDdqdotr

we recommend the ABCA comply with cbapter 12, Article 2, section 2 of the West

Virginia Code, as amended. We fi[ther recommend the ABCA comPly with Chapter 5A'

Article 8, Section 9 of the West virginia code, as anendd by implementiDg coDFol

proc€dures to account for the disposition ofevidence, as well as strengthen coDtola oYer the

safegudding ofcash in the ABCA'S custody.

AsenE's R6ponse

We w l compty nlth the rooommendtdon (See pagea 28-31)

A$€ssment of Excess Flne atrd Unqutiortzed court cosb

3. Duriqg our audit offines and peoalties, we noted a private club liceo.see was cited for one

violation and filred $6,500.00 in excess ofthe maximum fine amount allowed under State

law. Also, therc werc 23 iDstanc€s lotaling $1,150.@ where the licensee was cbargsd $50

for court costs, wen though a hearing was not held

Audltors' Recommerdqdor

We recommend the ABCA comply with chapter 60, Article 7, Sectiols 13 and 138 of

the West Virginia Code, as amended We also recommeod the sdditional S50 be

included i! the amount of the fi.oe, if it is part of the fiJre arounl

AgenE's R6porce

Flna and penaltla are leeled actortlhg to the Wy sl4te cods lhe $50'00 court ctst

caven qdmtnlstradve costs. In the luture we wlll cansuer tlp 85A00 et Pad otthefra

(See pages 3l-34)
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Fee Schedule for Ass$s+ent of Iqnes atrd Penaldes

4. We were unable to determile whether fines and penalties sssessed by fhe ABCA for

violations cited agains licensees were equihbly levied because the ABCA had not

established a fee schedule for fines and peDalties. We also noted the ABCA bad mt

established $Titten prcc€dwes to disiss prc-hearing cases; therefore, we were unable to

detemine if the dismissals wElc appropriale.

Auautors' RecoEmendadon

we rccommend the ABCA comply with Cbapter 60' Article 7, section 13 of the West

viryida Code, as amended We fi[ther lEcommend the ABCA implement' by Legislative

Rule, a fee schedule establishing guideliles for fines ald penalties as well as developing a

wriuen procedure pmviding fol the dismissal ofpre-hearing cases as they agr€€d to do in

their rEspoDses !o ouI last post audil

AeenE's Rdpotse

A schedate offi!16 |rttt be hnptzmenudfor most olthe eloldlons thd v'e rccdva (S@

pages 3436)

D€strucdon of Non4ash Er'ldence

5. During our audit of fines and p€nalties, we noted three instaDcee where the ABCA was

unable to provide evidence forms supporting evidence seized; 20 ilstaDces where the case

docket number wae not recorded on thg evidence form; 12 iDshlrc€s where the

Commissioner's order settling a violation did not addEss ths forfeitue ofseized evidence;

and eight instatrc€s wherc the disposition ofseized evidence was uldocumented-

-7 -
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Audltors' Recommetrdadon

we recommend the ABCA comply with Chapter 5A" Article 8, Section 9 of the West

Virginia Codq as amende4 by stenglhening iqtemal coufols over the dirpoaitiol of

evidence foUowing settlement of the corresponding violations.

Agenq's Resootae

We ret!! compty tluh the reqmmendalbrl (See pages 3G39 )

Tlmely Actlotr Not Tsken otr Vloladon ReDort

6. There was onc instalc€ (out ofthe two transactions tested) ofthe ABCA Bot bking timely

action on a violation report which resulted in the ABCA not coUecting the $1,000 non-

inloxicating b€er bond ofa licensee whose beer license should have been revoked"

Audltors' RecopInetrdadon

We recom.mend the ABCA comply with Chapter I l, Aficle 16, Sectiotr l2(b) of the west

viryinia code, as aEende4 sld Titte I ?5, S€ries 2' Section 6.16 ofthe kgislarive Rule for

Prir?te club Lic€lsing

Aeenqv's R8ponse

We ,!u assure that 4t1fr,,r5 are collec,ted tn a tfunely manner ln thefuttne- (See pages 39-

4l)

CoUecdon Procedures for outstatrdlDe Flnes

7. our audit offi!€6 and penalties assess€d against licelsees indicated lolg Periods oftime to

coUect paymed from licens€es. We revieeed 5l violation rport forns for the pqiod July

l, 2000 through June 30, 2002. Alt of these violation report forms aDd their corresponding

cases had been completed. We determined the total processing time !o settle these 5l

violations ranged from zero to 198 days, with an average processing time of23 days'

-8-
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I- Audltors' Recommendadotr

I
t We recommend the ABCA comply with ChaPter 60, Article 7, Section 13 of the West

I Virginia Code, as amended.

I
Aeerrqr'$ R?sDonse

I
J w"wtJt assarethsr alulnT are coltecrcd ttt 4 tlmel! manner ln thefud.re- (See pages 4l-

I 43)
t

- FIE€ Ass6sed Not Properly DocumentedI
I 8. During our audit offines and penalti€s, there was one i.Dstance (out of51 traDsactions tested)

I *herc a Cornmissioner's ords was not completed for a violation

I Aqdlaors' Recommendatiotr

a- We recommend the ABCA comply with Chapt€r 60, kticle 7, Section l3a of the West

it
I Viryinia code, as ameode4 and Tide 175, series 2, Sectio! 6.16 ofthe Iegislative Ru.le for

|l Private club Licensing.
I

AgenE's R€f,on$eII No rssponsa (See pages 43-45)

I Enforcemept Acdvld€ Not Properly Documerted
I

9. Ofthe 5 I violatioD rsport forms we reviewd four violations resulted in license sus?ensions.II However, the ABCA does oot veriry the busines is actually closed for the Period of the

I suspension.

I Audltors' Recommepdadon
I- we recommend the ABCA comply with cbapter 5,q, Article 8, Section 9 of the west

I uirginia Code, as amended, by srengthenirg coDtsols over the verification of licensee

I compliarc€ with lic€nse suspeDsions.

I

I
-9-
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Agenq's R6po,tse

No rnponse (See pages 45 a-nd 46)

Weak Controls Over ImpreEt Furds

10. As ofJune 30, 2002, the ABCA utilized seven impr€st filtrds for enforcement pupos€s.

One $5,000 imprcst fund was maintained al the ABCA main ofEce, while one $2,000

ilrprest fund was assigned to each one of the ABcA's six enforcement zupervisors.

During our audit ofthese imprest fin&, we noted the inlemal conholq over these tunds

were weak

Aurlltors RecoEmendadotr

We recommend the ABCA comply with Cbapter 5A, Article 8, Sectioo 9 of the West

Virginia Code, as auende4 by stretgthening contlols over the utilization ofimprest fillds

for enforcement pupos€s.

Aeerrcrts R?f,aonse

We wltl atabtlsh s prccedure to hove banks msll sulemen6 1o lhe ABCA Central

ofrce, sltd the sqaur& wlll be rettndkl there. (See pagps 4649)

lssuanca of Pogtage Stampr to Enforcement Persotrtrel

I l. we noted the Eoforcement Division i*sues stamps to iDspectors for postage expenses for

mailing correspondence from their hornes o tbe ABCA.

Audltorrt Recommerdadon

We rccommend the ABCA comply rvith cbapter 54, Article 8, Section 9 of the West

Viryinia Code, as amende4 by strengihening controls over the issuance ofpostagp stamps

!o gnforcement personnel-

- l0-
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Agenq,'s RqDonse

The ABCA w ! revtew the slslem ofproidlrrg Enforcement ogena x'Uh posl&ge. (s@

PagPs 49 and 50)

ADMIMSTRATION:

Commudae Value of Leased Vehlcl€s

t 2. During the audit perio4 we noted the ABCA did not properly account for the coDmuting

value ofleased vehicles assigned to administrafive employees in accordaqce with Tide I 48,

Series 3. Sections 9.3 and 9.4.

Audltors' Recommepdadotr

We reclmmeDd the ABCA comply with Title I48, Series 3, Sections 9.3 and 9.4 ofthe

Dsparhent of Administration's Pr@€dual Rule for State Owned Vehicles.

Ager,cv's Rdponse

We ttM develop 4 procedure to dcdud the commadng talae from the W of the four

odmbttsttdlve empwe6 that use thelr c&n to commate Irom home lo tttork uslng the

recommerded guldellnes. (See pages 50-53)

Accounts Resurred bv Stsffie Not Created

13. As.of June 3,2003, the ABCA had not created the "Alcohol BeveEge Conhol

Eoforcement Accounf or the 'Tetal Alcohol Syndrcme Accounf in accordala€ with the

West Virginia Code.

AudltoF Recommendadon

We recommend the ABCA comply with Chapler 60, Article 7, Section 13 of the West

viryida code, as amende4 and Chaptq 60, Article 6, Section 25 of the West Viryinia
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Code. Ifthe ABCA conside6 the current law !o be inpractical or impossible to comply

witb, thEn we recommsnd the ABCA propose legislation that would enable them to comply

with the Code.

Asenc.v's Rdponse

We wll! compl! nlth lhe recommend&lllrn (See pagExt 53-57)

Conh:acdtrs ofAccoundrs and f.€gal Servlc€8

to Asslst With the Awardlpg of Franchlse Llcens€s

14. Ttre ABCA contracted for accounting and legal sereices to assist with the awarding of

franchise licenses. The ABCA executed change ordeN to extend each ofthese coffracts,

fiom one year !o tllee y€ars and iffreased the origi!81 cooract Price by more than 100%

without rcquiring the ABCA to rcbid each of these contracrs.

Audltors' Recommendatlotr

we recommend the ABCA comply with Sections 3.3 and 7.1 of the Division of

Purcbasing's Policiee and Proc€dues Handbook and make every effort io obrai! the b€st

available price for services requested.

Agelqt's RqoorLse

All contoca werc owarded bnd dended qccordlng to the Vy Stcle Purchaslng

Dtvlslons lltstructbrtr (Se€ pagps 57-59)

Awardhg of Frarch.lse LlceNes

15. During our audit of rhe awarding offianchise licenses between Juty 1, 2000 and June 30'

2002, there were two iostanc€s where the ABCA did not receive a 8igled affidsvit fiom

the Dr€ctor of Purchasing certirying the results of each round ofbids.
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Audltorst Recommetrdadon

We recommend the ABCA comply with Title 175, sEries 5, Section 9.2.1 of the ABCA'S

kgislative Rule for the Licensing of Retail Uquor Stores.

Agencv's R6,ponae

we eA bnnedlorely osk rhe Purchasbtg Dbecto4 l4 x,rfrlttg' to PrcvAe us s

certtficodon olall blds conducted b the Parchosfurg D slons ojlca (See pages 59{2)

Purchase of Computer Eqrlpmetrt For
The Omce ofthe Secretarv ofTax and Revetrue

16. On November 15,2002, subsequent to the audit rcport date, the ABCA ordered and paid

for coEputer equipment totaling $ I I,126.00 on bebalfofthe Ofnce ofthe SleoretaryofTax

and Revenue usirg monies from the General Administative Account

Audltors' Recommendadon

We recommend the ABCA comply with Cbapter 60, tuticle 3, Section 18 of the west

Virginia Code, as amended

Agenqr's R€sportl'e

No rNponse (See pages 62 and 63)

AssdsEent of Fees Wlthont Statotory Authorltv

I7. Dudng our audit ofreveoues collected by tbe ABCA, we nored the ABCA llas charging

license€s and lnterested pelsons various fees without shtutory authority. Thss€

uauthorized fees included a processing fee to conduct a criminal backgound check, copy

cbarges, and participation fees for attending a TEAIWTtrS taining seminar conducted by

the ABCA.

-13-



Audhorso Recommendatlon

We recommstrd fte ABCA discontinue cbarying fees tbat ale trot authorized by slatut€ to

licsnse applicslrts and inlerested persols.

Agenq's Rr5ilto,rse

We telll rctloe our stsum olfee collectlons sltd attcmpt to get leglslodon or chlnge

ABCA ruls & reguladout It support them wherc ltecessqry. (See pages 6366)

_ wlu4all orders

18. During our audit of liquor receipts, we noted nine instalc€s wherc the ABCA allowed

retailers to Dlace 'will-call" orders for more than ten c€ses.

- Audltorst Recom[endadotr

We recommend the ABCA comply wi$ Title 175, Series 1, Section 4.7.6 of the

kgislative Rule for Retail Licens€e operatioDs conc€ming'\dll-call" ordeB'

'- Asenqv's Rdponse

wtll tnctude a change llt our rcguladotls to allow us to adlust wlll cttt orden qs

,t €aessary. (See page6 66-68)

_ 
ACCOUNTING:

- Paymetrt ofPEE Credft Csrd Morthly Bllllngs

19, The ABCA is apprcving for payment the montbly billings received from the West Vtgiria

Fleet Management Office for reimbursement of PHH qpdit card cbarges which arc

- nathematically inaccuate. Also, ABCA employees arc not properly recording the

- 
*ometer reading from their leased vehicle when making a gasoline purchase with their

assigned PHH card.

- 14-
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Audltors' Rec!Bmendadon

we rccommend the ABCA comply with Chapter 5A" tuticle 8, Section 9 of the w€st

Virginia Code, as a-mended: Clapler 12, tuticle 3, Section 9 of the West viryiria Code;

sndTitle I4E, Series 3, Section 9.3 ofthe Departnent ofAdninisEatio!'s Procedural Rule

for Sbte Owned Vehicles. We fiutber recommend the ABCA review each PHH creditcard

montbly billing for completeness and mathematical accuacy to enswe billhgs sre conect

and purcbases are for the benefit of the St4tr.

Agenqv's R6'port.te

We h6ve conraded the Wy Putchsslng DMslon and the PHE credt unl ofice

reganllag thelr blllhg lasc.curscl6. Drlvql have been aMsed tha m eage nasl be

rccorded prcpe !whenm dng gasolb e ptidtat€s. (See pag€s 68-71)

Deposidrs of Llcershg Revenues to
Wrone Accoult Restrld-pe l-n Exc6s Cash Balance

20. During our audit oflicelsirg reveoues, we noted 19 ifftanc€s totaling $17"550.00 where

various license fees collected by the ABCA were dsposited !o the 'xrong accouqt

Audltors' RecorEmendstloq

We recommend the ABCA comply with Chapter 60, tuticle 3, sections l7 and 18 of the

West Vtginia Code, as ameuded; Cbapter 60, Afiicle 7, Section 6 of the West Virginia

code, as amended: and Chapter 60, tuticle E, Section 24(a) ofthe West viryinia Code, as

amended

AsenE's R6ponse

AU ABCA accounE wl be revlewed, and. procedar8 of depostE wU be chatged when

neeastry. (S* pages 7 | -74)

t5 -
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Non-Sufnclent Electroplc Fnnds TratrsfeIs (EFfsl

| 21. As noted in our prcvious two audits, the ABCA clotinues !o acc€pt EFf payments ftom

t 
retailers after two non-sufficient EFTS have b€en rcceived dudng e cslendar yeal.

- Aldltors' Recommendatiotr
D
I We recommend the ABCA comply with Title 175, Seri6 I, Section 4.6.2.c of the

I kgislative Rule for Retail Ucensee Opentions.

a 4*oLB*
I 

W"utut tttsdgote chorrgd bt our reguldlonstoallow astobe moreobJecdYe ln thts arcL

I (see pasBs 74-76)

i Stite P[rchasltrg Card TransqcdotrsI
22. There were eight io"r^"35 l6tsling $1,498.00 where an ABCA emplo'€e cbarged travel

N rehted expens€s onto their Star purclasing card and seven iDs@nces totaling $400.16

I 
whsre puchasirg card tralsactiols were not supported by credit card rec€ipts.

Audltors' RecomEeEdadona-
I We rccommend the ABCA comply with the West Virginia State Auditor's State

I Puchasirg card Policies & Mures.

'I Asencn's Rqponse

| ,, wqs an efror b!, un err4loleato asethe Ntrong qedtt cardfor fioeel spetts6. Ee hqs

'-
I shc2 beztt adtlset ofthd enon (s@ paBes'lG78)

t
IJ
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Exc€ss Cash Balarce Not Tralsferred
to Getreral Reverue lr a Tlmelv Mqnner

23. Subsequent to the close out ofthe 2000 fiscal year, the ABCA did not transfer $62,832.40

in excess monies ftom the Non-Intoxicatim B€er Etrforcemstrt AccoEt to the General

Revenue fund iu a timely malner.

Audltors' RecoEmendadotr

We recommend the ABCA comply with Chapter I 1 , Article I 6, Section 23(b) of the West

Virginia Code, as anended

Agenqv's R€5ponse

mere werc $)m.e account botanclng lssues thd delcfen &e tansfet tron the

EnJorcement sccoant to the Generul Reeenue aceount tt Fl/2004, (see pages 78 sqd 79)

Equipmetrt Inventory

24. Dumg our aldit of eqdpment inv€nlory, wc noted six instanc€s wh€re equipEent

ilventory ileos were not propErly tagge4 I 8 itrstlnces where equipmetrt iqveDtory itsms

were not listed otr the ABCA'8 Fixed Assets Iising; and one instance where the ABCA

did lot receive tbrce bids for an equipmetrt purchase costing in excess of$ 1,000.

AudltoF RecoEmetrdadon

We recommend the ABCA comply with Sectio! 3.1 I of the D€partment of

Adminishation's Inventory Management and Surplus koperty Dsposition llardbook and

Sectioo 6.1.3 of the West virginia Purchasirg Division's Policies and Procedurea

Handbook.
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AsenE's Rr5ponse

The eqalpment lnventor! ls coanted ond apdded d thc end oleoch fr*sl leth We arc

b the procass of revlewlnB ABCA e4ulpnent lnventory repora and updtdng ourfl6.

(See pages 79-82)

Trade Show Expepdltur€s

25. During the audit period the ABCA held two tcade shows, one at Pip€stem Resort Shre

Park and the other at the Flats'oods Days I!!, at a cost of ovEr $5,000 eacb without

obtaini[g approval fiom the V/6t Vftginia Purchasing DivisioD.

Atrdltorst RecoEmendsdon

We recommEnd the ABCA comply with Section 9.14 of the West Virginia Pulchasing

Dvisio['s Policies and hocedures lfuDdbook We further recommEnd the ABCA comply

trith Cbapler 60, tuticle 3, Sectiou I t of the west Virginia code, as amended

Apencats RdDorLse

We wlll oblatn approyat for ABCA Esde shorgs ImplementlnE purchsslng guuellld lrt

therufrrra (See pages 82-85)

Baitnetrt Fe€s

26. Ofthe 5 0 payments made !o distilleB which were included in our lest saDple, we Doted 2 8

ilstarces lotaliqg $21 ,091 . I 5 where the ABCA did not charge the distiller for bailment fees

immediat€ly upotr the producrs being delivercd !o the warehouse.

Audltors' RecoEEendadotr

We recommend the ABCA seek to amend the aforementioned kgislative Rule if they

believe this to be the most efEcient method. V/e further recommend the ABCA comolv

- 18-
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with Title 175, Series 6, Section I I.l oftbe Legislative Rule o! Bailme Policies and
a
t Procedu€s until tbe ntte chaog6.

| **ry*
We wlA bfrde chqngq ln oar rcgul4dons to reflea thb procelure (S€e paggs 85 andI

e 86)

I Not Fottowtrs Purchaslru R€sulattons

a 2'7. During the audit period, we noted the ABCA obtained trash hauling sereic€s and pager

t 
,"rr,ces from outside vendors without foUowing puchasing regdanoD&

I Audlton' Recommetrdaalotr

I we recommend the ABCA comply with the west VLginia Purchasing Division's Policies

n
aod Procedues Handbook

I Agenca's R'po,"e

I Our Purclabry landol has been chotged ond tU 6018 ue bdrg made to compv
T

wbh aII parchoslng gatdelza, (See pages 8G88)
I
t Payment of State Sales Tax otr Je torlal SeMceg

n 28. During the audit period, there werc 22 ilstarc€s lotaling $2,310.00 where the ABCA paidT-
- state sales tax onjanilodal servic€6 provided for the ABCA Mai! Office.Ir Audltors' Recommendsdoq

n
I We recommend the ABCA comply with the telms and conditions of the lease agresmeDt

I betweetr the ABCA and Dckinso! Fuel CoEpauy, hc., as weu as, Chapter I I , futicle I 5,

I
Section 9 of &e west Virginia Code, as anended.

I
: Asenca's Rnr,onse

! 
We wW no longer paJt stote sqt6 tax6 on azJt rfug. (See pages 88 and 89)

^ 
-19-
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PERSONAL SERVICES:

Slck ond Arlrnal L€aYe

29. During our audit of the leave records for 20 employeeq there werc ts'o itrstances where

two employees' monthly time sheets werc not sigu€d by a r€spoDsible supervisory officia.l,

four instanc.es where three employees' sic!/amual leave usage was not propgrly deducted

tbrce ilstarces where two employees' sick ard/or annual leave waa trot Foperly acsrue4

atrd ooe in$ance wherc the incorrect number ofhoun was reinstated to an employee's

annual l€ave balance.

Audltors' Recommendadon

we rccommend the ABCA comply with Section 14.14 of the Division of PersoDnel's

Admidstatiw Rule, as weU as, chtpter 5A" Article 8, section 9 of the West Virginia

Code, as amended

Agencv's R60onse

AII were clerlcful enon atd conecledwhen poslbl4 The dtislon ofPe,sonnct ls slwots

contaded when a problettt tghh poulf B encoanterct- (Se pages 90-92)

WAREEOUSE OPERATIONS:

Ballment Inventorv

30. Dudng our physical count of bailnent inveffory, we Doted one instance wbere ABCA

warehouse personnel accept€d eight cases ofliquor not authorized for ssle fiom suppliqsi

a lack ofsegregation ofduties between tbe employee who destroyr damaged product aDd

the ernployee who prepares the claims; and a lack of ilrvedory for individual botdes which

become separated from packaged cases.

-20-
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Audltons' RecommendaUon

I We recommend the ABCA comply with Chapter 5A, Article E, Section 9 of the West

I 
viryinia Code, as amende4 and Title 175, Series 6 of the I€gislsrive Rule for Bailmmt

Policies and Procedues.I
' 

Asettcv's Raponse

I We w I compty w&h the recommendalon (S€e pages 92-97)

I Not Monltorbe Inventorv t evels ofBallpent Stock
a
- lt. The ABCA is nol adequately monitodng invenlory levels of the various bottle codes

1 Eaintai[ed as part ofthe baitment iqve[lory 
+

I Aqdltors' RecommerdsdonI
We recommend the ABCA comply with Title 175, Series 6, Sections 4.3,9.1, at\d 9.2 of

| *" kgislative Rule for Baiknent Policies and Procedur€s.

I 
AqenE's Resoor'^te

We u,lu compl! Dlth the recommendadorL (See pagps 97-9)

I
I
1

I
I
I
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

IT GENERAL REMARKS

tI INTRODUCTION

I w" have completed a post audit ofthe west vLginia Alcohol Beverage control
I

- Administsation (ABCA). The audit covered the period July l, 2000 tbrcugb Jme 30, 2002.I- GENERAL REVEI\TUE ACCOTJNTS

I
I The followingaccounb wereassignedlo thewestviryiniaAlcoholBev€ragecontrol

1 Administration for the depositing ofliquorprofits, license ard permit fees, whe gallonage taxes and

I
eDforcemeqt ac4oult rgvenue inlo the State Geneml Revenue Furd ss follows:

TI Acconrt
Nunber Dtacrlpdon

I
I 0490-551 ......... Private Liquor store Uc€Dses

0490-553 ... ..... statutory Transfers

tr O+90-575 ........... Gallonage Tax r
I o+9t-515 ... ..... Beer Tax *

M9l-516 . . . .. . . .. B€er LicensesII * Tox Accoun6 ue admlnlstered W Departne ofTe and Revenue.

I sppcr.nr, REvENUE AccourvrsT-

I All expenditures required for the general operatioo of the west Virginia Alcohol
I- Bet"tage CrDtrol A.lminiiuation are made from the following special revenue accounts:

II
I
T

I
I| -22 -
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Account
Number

I
I
I
I
I
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I
I
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I

Descrlpdotr

l wine License Special Revenue Operating Account (7350) *

2. r#ine LiceDse Special Account (7351) *

7351401 ......... PeEonal Services
7351-004 .. ....... Annual hcremEnt
7351410 ......... Employee Benefits
7351-099 ......... . Unclassified
7351-fu0 . . . . . . . . . Cash Conrrol

3. Gercrd Adminisrative AccouDt (7352)

7352-001 .,.,..... Pslsonal Servic€s
73524M ......... .. Annual Iocremenl
7352410 ......... Employe€ Benefits
7352499 ......... Unclassified
7352419 ......... ......PurchaseofSuppliesforResale
7352425 , . . . . . . . . Transfer of Liquor Profits aBd Taxes
'7352426 . . . . . . . . .. . . . . . . . . . . . . . . . . . TransfeE
7352-6/;0 .... ..... Cash Control
'1352-913 ......... BRIM Premium

4. Non-lotoxicating Beer Enforc€Eent Account (7355)

7355-099 ......... Unclassified
7355-6/.0 ......... ... Cash Control

* Thqe sccounb are sdnblstercn hf the Dqartnent ofTax ard Revenue-

COMPLIAI{CE MATTERS

Chapter 60 of the West viryinia code genenlly govems the W€st Virginia Alcohol

Beverags Control AdmiDishatiorl We t€sted applicable sections of the above plus geneml stale

regulations atrd omer applicable chapEIs, articles, and s€ctiols ofthe West Vi€inia Code as they

pertain m financial maners. Our findings are discussed below.
T

T

I
t
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Lack of Effecdve Svstem of l[tertral Control8

During the course of our audit, it became apparnt !o us, based on the observed

noncompliance c'ith the West Virginia Code, the west ViEinia Alcohol Beverage Control

Administration did not have an effective system of intemsl contols in place !o eDsure complianca

with applicable State laws, ntles and regulatiols. chapt€r 5A, Afiicle 8, Sectioo 9 of the Wes!

viryinia code, as amende4 stat6 in pan:

'The head of each agency sball: . . . (b) Make and h'intain rccords
containing adequate and Fopsr d@umenratioD ofthe oryanization,
fiurctions, policies, decisiong prredures and essential tansactiols
oftbe agsncy designed !o fimish information to protect the legal and
financial rigbts of the state and of peFons dircatly affected by the

agency's activities. . . ."

This law requires the agency head to have ilr place an effective system of intemal contsols in the

form ofpolicies and procedures set up !o ensure the agsncy operates in compliance with the laws'

rules aqd regulatioDs which govem iL

Dudng our audit ofthe r#est Virginia Alcohol Beverage Conhot A.lminiqhetion, $e

found the following noncompliance with Sarc laws or other mles and rcgulations in the areas of

enforc€Nognt, administsation, accounting, Iicensing penonal services and warebouse operabons:

Euforcemelt:

O) on 6/0203, we conducted ar inventory count ofthe ABCA
evidsnce room. Dufirg our inv€nlory cllmt ofthe ABCA'S evideDce

room, we noted the lack of a syslem of control procedures over the

disposition of seized evidence and thc safeguarding of casb- (2)
During our audit of fines and penalties, we noled a pdvate club
licensee was fined $7,500.00 and given one year probation for one

violuion of iDmoral conduct Gambting). Also, we noted 23

instances totalilg $ I , I 50.00 wherc the licensee was cbarged $50 for
court costs, evm though a heariqg was not held (3) During our audit
offines aod penalties, we werc urable to determhe whether fines and

I
I
t
I
I
T

t
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penalties ass€ssed by the ABCA for violations cited agairut licensees

were equitably levied (4) During our review of files and penaltieq
therc were thrce instanc€s wherc the ABCA was unable to prcvide
evidence forms supporting evidence seized; 20 instances wherc the
case d@ket numbgr was not recorded on the evidsnc€ form; 12

inslances where the Coomissioner's @er sedling a violation did not
addreca the forfeiue ofseized evidence; and eight irstalces where
the disposition ofseized evidEnce was undocunented (t Therc wss
one i[stance where the ABCA did not take timely action on a

violation report which resulted in the ABCA not collecting the $ 1 ,000
non-intoxicatiog b€er bond ofa licensee whose beer lic€Dse should
bave been revoked (O Our rcview of fines and penalties assessed

against liceDsees iDdicated long periods of time to collect pa),ment

fron ticensees. (7) During our rcview of fines and penalties, there
was one iDstance whEre a Coomissioner's Order was not completgd
for a violation- (8) There weae four instances of undocumented
complia.nce with [ceDse suspersioDs; and two i.ostanc€s wherc the
iDspector/ageDt did not sign for violaliotr r€polt foms when received-
(9) During our audit of&e ABCA's enforcement imprest funds, we
noted the agency's inlemal cantrols over these filnds were weak (l 0)
We noted the Enforcement Dvision issues stamps !o ilspectors for
postage exp€nses for mailing corresprondence fiom thgir homes to the
ABCA.

Admtnlctratlotr:

(l l) Dudng the audit perio4 we noted the ABCA did Dot properly
accou for the commuting value of leased vehicles assigned to
a.lministrative employees in aclordanc€ with Title 148, series 3,
Sections 9.3 and 9.4. (I2) As of6/03/03, the ABCA had not cr€ated
aD accormt called the'Alcohol Beveragp Control Enforcement
Account" in accordarce with Chapler 60, tuticle 7, Sectiou l3 ofthe
west Virginia Codc, Bs amende4 or ereated an account called the
"Fetal Alcohol Syn&ome Accowf in accordance with Chapter 60,

Article 6, Section 25 of the west Viryinia Code. (13) The ABCA
c!trtracted for accountiqg and legal services !o assist with the
awarding offianchise liceDses" Tbe ABCA executrd change orden
to extend each ofthese contBcts. However, €ach contract exlgDsion
substantially increased the odginal conhact price without requiring
the ABCA to rebid each ofthese contsscts. (14) Dudng our review of
the awerding offranchise licenses between July I, 2000 aod June 30,
2002, therc were two instances whEre the ABCA did Dot receive a
simed afhdavit fiom the Director of the Purchasine Division

I
I
I
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Accoundng:

c€ltirying the results of each rouud of bids. (lt On lll15i02,
subsequent !o the audit report date, tbe ABCA ordered and paid for
coEputer equipmert totaling $l 1,126.00 on behalfofthe Office of
the secretsry of Tax and Rev€nue using monies &om the General

Administative Accounl (16) During our audit ofrevenues collected
by the ABCA we noted the ABCA w€s charging licensees and

interested persoDs various fees Yithow stahjtory authority. These

unauthorized fe.es included a processing fee to conduct a cdminal
background checlq copy cbarges, atrd participation fees for attending
a TEAtr/'TIPS training seninar conducted by the ABCA. (17)
Duritrg our audit ofliquor recaipts, we noted nine instances where the

ABCA sllowed retailen o place *will-call" ordeF for more tbao ten

c€ses.

(tE) The ABCA is approving for patment the monthly billings
received ftom the WV Fleet Manageme Offica for reimbusement
of PItrI qedit card cbargss which are mathematically itaccurate.
Also, ABCA employees are not properly rccording the odometer

reading from their leased vehicle when making a gasoline purchase

with their assigned PHH card. (19) Dtiriug our audit of licensing
revenues, we noted 19 iDsbnces totaling $17J50.00 where various
Iicense fees collected by the ABCA were deposited !o the wrcng
accourt (20) As noted in our previous audit, the ABCA continues to
acc€pt EFT payments fiom retaileE efter two noD-sumcieot EFTS

bave been received during a calendar year. (21) Therc werc eight
instanc$ totaling $1,49E.00 whqe an ABCA employee charged

havel related expeDs€s onto their Statg pEchtsing card aud seven

instances totaling $400.16 where purchasing card tENactioos were

not supported by cr€dit card receipts. (22) Subs€qued !o the close

out ofthe 2000 fiscal year, the ABCA did not transfer $62,832.40 in
excess monies from the Non-Intoxicating B€er Enforcemsnt Accoutrt
!o the General Revenue fund in a timely manaer. (23) During our
review of equipment inventory, we noted six fustances wherc
equipment invsntory items werc not prcperly taggpd; l8 instanc€s

where equipmsnt invenlory iteDs were not listed on the ABCA'S
Fixed A$ets Listing and oBe ilstsnce where the ABCA did oot
receive three bids for an equipment puchase costing in excess of
$1,000. (24) The ABCA held two trade shows, one at Pipest€m

Resort Stat€ PaIk and the other at the Flatw@& DayB lnD, at a cost

of over $5,000 each 'xithout obtaining apprcval ftom the west
virgiaia Purchasing Dvision. (25) We noted 28 iNtances totaling
$21 ,09 I . I 5 where the ABCA did not cbarge tle distiller for bailment
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fees iDmediaEly upon the alcoholic liquors being delivEr€d !o the
warcbouse. (26) During the audit pedo4 we nored the ABCA
obtaired tash hauling services and pager Bereices fiom outside
vendors without following purcbasing regulations. (27) There were
22 ilstanc€s totaling $2,3 10.00 where the ABCA paid State sales tax
on janilorial ssrvic€s provided for the ABCA Main Office.

Personal Servlces:

(28) There were two ilstances where two emplo''e€s' montbly time
sheets were not signed by a respoDsible zupervisory official, four
instanc€s where three employees' sicl/amual leave usage was nol
properly deductd three iDstqc€s where two employees' sick and /or
alnual leave was not prcperly accrue4 and one instance where the
incorrect nu.mber of hounl was reiDstat€d to an employee's aDnual

leave balance.

Warehouse Operadotrs:

(29) We noted ole instarc€ where ABCA warehouse persoDnel

acc€pted eight c€ses ofliquor not qithorized for ssle ftom supplieB;
a lack ofsegregation ofduties between the enployee who destroys
.lqm'ged poduct atrd the employe€ who prepares the claims; and a

Iack ofinyentory for individual botrtes which become separated from
packaged cases. (30) The ABCA is aot adequstely moniloring
inventory levels ofthe various botde codes maintraiDed as pan ofthe
bailnent inventory.

We recommetrd the ABCA comply with Chapter 5A, Article 8, Section 9(b) ofthe

w€st viryinia codq as alcende4 and establish a sy8tem of intemal coBtrols.

Agenq's R€soort.te

The ABCA has o system ofpollcls ondprccadara as weII as lsws snd rcgulador$

whlch are followen In all areos olopersdon b the tgenc!,. Eoweee\ some spedficJob procedtra

nezd to be updttedto accountfor b.r,ovdlee chsngg condnually beb,g mqde fu our do! to.laf

operorlonv We wlll sdve to updote pollc'16 thd ue not currenl ln our opffion

I
I
I
I
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I
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ENFORCEMENT:

Inventorv of Evldetrce Room

Any evidence of a violation by a ficensee can b€ seized by ABCA enforceme[t

persomel (iDsp€cto$ atrd enforcement agents) ilr accordsnce with Tide 175, Series 2, Section 4.4

which states in palt,

". . . Ary evidence ofa violation found dudng an insp€ction is to be ,
seized and impouaded by the Commissioner and shau be admissible
into evidence to prove such violation""

Upon seizure ofevidence, the iDsp€ctor or agent is to complete sn ABCA Evidence Form itenizing

any c:sh or non-cash evidence seized One copy ofthe evidence folm is maintained with the seized

evidence in the evidence room, while another copy is placed in a log book also naintaiqed iq the

eyidence room. The enforcement diEclor is the only employ€e with access !o the evidence rooE 8nd

is responsible for logging in all evidence.

oB Juqe 2, 2003, we conducted al] irventory c.urt ofthe ABCA evidence rcom. Of

tle 30 ileDs ofevideuce tested, 14 ofthese included cash evidence seized lotaliqg $ I,623.05. c€sh

evidence is naintained along with any Bon-cash evidence seized and is qot separately safeguarded

Agenry records indicated the cash evidence, included in our sample, was still being maintained in

the evidence room 33 to 500 days after the correspondhg violations had been adjudicated and the

non-cash evidence 31 !o 259 da)6 after tbe related violations had been adjudicated

-28-



We believe any cash evidence seized should be deposited !o the stare General

Revenue Futrd immediatel/ folJowiag the senlement of the corcsponding violafion case in

accordance with Chapt€r I 2, Article 2, Sectiou 2 ofthe we6t Vilginia code, as amended This Code

section Btates iD part:

"(a) AI ofEcials and enployees ofthe state authorized by statute !o
acc€pt mone]/s due the state of West Vtginia sball keep a daily
itemized record ofmone,s so reaeived for dsposit iu the st te treasury
and shall rteposit withiq tweDty- four hours with the state treasuer all
mone),s received or collected by them for or on behalfoftbe stale for
ally purpose whatsoevEr. . . ."

During our invsnlory count of the ABCA'S evidence room, we also noted the

following items: 30 i[st€lrc€s where neither the Violatiotr Report Form number or case docket

number was recorded on the ABCA Evidence ForD linking the evidence seized !o a specific

violarioq one insonce where acoal cash seized ($27.50) did not match the amount ofc{sh seized

($27.25) as recorded on the ABCA Evidence Form; seven irutanc€s wherc a copy of the ABCA

Evidenc€ Form was not maintained with the aotual evidence seized; two iDstanc6 where the ABCA

Evidence Form supporting the evidenc€ seized had not been signed off oD by the enforc€ment

diroctor sigDrrying the cvideuce had been hansfened to the evidence room; one irstaoce where the

ABCA was ulable to locale the Violation Report Form corespouding to ttrc evidence seized i 15

illstauces where the Commissioner's Order s€tding the violation did not addEss the forfeiture ofthe

seized evidence; one instance ehere the Commissioner's fuer addrE$sing the forfeiture of seized

evidence was not signed by the CoEmissionel and two instances where there wss no docu.m€datiotr

in the lic€nsee's violations file addressing the forfeitue of seized evidence as the result of the

charges being dismissed by the Commissioner or the license€ went out of busircss.
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Our iqventory count also indicated tbree instaoc€f where thcre n'as a slight

discrepancy between the actual non-c€sh evidence on hand and the non-cash evidstrc€ recoded on

the corresponding ABCA Evidence Form. We counted rhe following additional items ofevidence

Dot recorded on the evidelc€ foms: two bottles of liquor aDd one malila envelope of gambling

marsrials (tips).

FurthErmore, there was one instance where the evidence seized was not Foperly

recorded on the ABCA Evidence Form ald one instance where the Violation Report FoIm linked

to the eviderce seized indicgted the lic€nsee's Dale Frrnhardt leatherjacket was initially seized as

evidence along with the other evidence reflecled on the ABCA EvideBce Form. The ABCA

eventually rctumed this jacket back to the license€. Howwer, the disposition of this piece of

evidexrce was not addrcssed in the Commisqioner's de! settling the violatio!-

chapter 5A, Article 8, Section 9 of the west virginia code, as sEende4 states in

parx:

"The head of each agency shall: . . . (b) Make and maintain rccords

containing adequale and proper documenation of the organization,
functions, policies, decisions, praedur€s 8Dd eissntial hsnsactiols
ofthe agency designed !o firmish information !o prot€ct the legal and

financial rights for tle state and of peNons directly affected by the

agency's activitie* . . ."

The lack ofconrrol procedures over the ssized evidenc€ and evidelc€ forms could

resutt in the unauthorized use or disposition of the confiscated evidence. Generally, thc

aforementioned inrtances of noncompliance occurred as the rcsult of weak controls over the

disposition ofevidence and evidence forms. Accoding to the enforcement dircctor, cash eviderce

is maintained l'ith no!-casb evidence io the evidence room to maintai! the chain of evidence.



We reponed in our previous audit the lack ofcontsol prccedures over the disposition

ofseized evidence os well as tho propgr safeguarding ofcash evidence. In the aggncy's r€sponses

to this finding" the ABCA stated thar it had initiated a system of conhols to account for s€ized

evidence and was taking the necessary steps !o properly safeguard cash evidence. However, the

aforem€ntioned iDstanc€s of noncompliance clesrly itrdicatc the ABCA has not firlly implcm€nted

a system of controls over the disposition ofseized evidence ald the proper safeguarding of cash

evidgnce.

'We recommend the ABCA comply'ritb Chapler 12, tuticle 2, Section 2 of the West

viryida Code, as amended ''l/e further rccoDmsnd the ABCA comply with chapler 5A, futicle

8, Sectioo 9 ofthe West Virginis Code, as amende4 by implementing control prccadues !o accoult

for the disposition ofevidEnce, as well as stsenglhen coDtrols over the safeguarding ofc'qh in the

ABCA's custody.

Aeenq's RdltoLse

We wW ldatdly selzed eeuence as recommended. The ABCA ls tn the procas of

develaplag o ctmputer progrom thst relU label and buaod.for seaanlag all eeuence selzed wtlh

ahe dockd number and case numbef snd genercte a manogetnen, rcpon oJsU evdence lhst ts llt

the et'ldence rcorrL When the csse snd the sppeal perlod ls over lhe et'Uence vtu be dlsposed of

sccodlng to the lo$'. We wlll mat@ snsltgqrrena b obtaln a lock box ot the Wystde Treasurer1

ofrce to hou cqsh eeuenca

Ass€ssme ofExc€ss Fhe and Utrauthorlzed Court Costs

During our review of fines and peralties, we noled a S7,500.00 fine was paid by a

licensee based on the options ofered by the ABCA otr the waiver ofHearing forn. This liceruee
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was firred $7,5 00.00 and given one year probation for one violation of iomoml conduct Gambting).

Durirg I routir.e insp€ction ofthis private club on Apd I 12, 2001 , ABCA impecton foud evidence

of ganbling in the forn of thrce slot machires. The $7,500.00 firc is in noncomplistrc€ with

Chapter 60, Article 7, Section l3 ofthe West Virginia Code which limib the fine amount for each

violation to $ 1,000, therefore, the licensee overpaid by $6,500.00. As we Ieported h our tast sudit

of the ABCA, fines shoutd be limited to smounts authorized by the goveming West Viryinia Code.

Chapter 60, Article 7, Section I 3 of the West viryinia Code, as ameode4 states in

part:

"(a) Upon a determination by the commissioBer that a licens€e h'3:
(i) Violated the provisions ofarticle Bixteen, chapler eleven, or oflhis
chaptei (ii) acted in such I way as would haYe prectuded initial or
renewal licensure; or (iii) violared any mle or order promulgated by
the commissioner, the clmmissiooer may impose any one ot a

combination of the follo*ing Bslrctiols:

(l) Rwoke the licensee's license;
(2) Suspend lhe liceDsee's [ceDse;
(3) Place the licensee on probafionary status for a period not to

exceed twelve montbs; ar1d

(4) Impose a monetary psnalty nol to exc€ed one thousaltd dolla$
for each violafion where revocation i8 not imposed . . ."

We spoke with both the Coomissiorcrand the Administrative Services Mamgerwho

aca as the ABCA'S headng officer concernirg the excessive amouat fined the one licens€e for a

violation for immoral conduct Gambling). Both the Commissioner and the AdDinishative Services

MaDager stated tbat as loog as the licensee age€d to pay the anount they were being fiod then

there was no problem witb the fine being more dun the osxilnum amoult as provided by Chapter

60, Article 7, Section l3 ofthe Wv Code.
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Additionally, ofsl violation report forms testd we noted 23 iDstaDces totaling

$1,150.00 where the licensee was cbarged $50 for court costs, even though a hearing was trot held

clapter 60, tutiate 7, S€ction l3a ofthe west Vtginia Code, as amended 8tales in part:

". . .The commissioDer sball bave authority to summoD wito€ss€s ln
rhe heariag before hirn, atrd fees of'xitnesses on behalf ofthe stale in
proceedings to satrction liceDses shall be heated as a pan of thc
expenses ofr.lrninistration and eDforcemenl Sucb f€cs sball be the
same as those in similar bearings in the circuit courts of this staie.

The commissioner nay, upon a finding ofviolatio!, assess a lic€Dsee

a sutr, not to exce€d one hundEd fifty doUaE per violatioD, to
reimbuse the commissioner for expeoditures ofwitness fees, coult
reporter fe€s and favel costs incuned in holding tbe hearing. Any
rnoneys so assessed shall be transferred !o the alcohol beverage

conhol enforcement fiInd created by section tbirteen ofthis afiicle...."

The ABCA does not have tho statutory authority to ehsrgp a $50 coud cosl to

ticqrsees that do not rEquest a hearing. We spoke again with the Administrative Services Managsr

concemiDg the ABCA charging ticensees $50 for court costs even thowh a headng was lot held

He stated that the couf cost charge clvers meililg expeDs€s aod other costs associated with

processing violations. He also stated that this charge is not deposited ssparately ftom the achul fine

and it is basically considered part ofthe fine itself.

We rccoDmend tle ABCA comply with Chapter 60, Article 7, SectioDs I 3 atrd I 3a

of&e west Vtginia code, as amended We also recommend the additional $50 be included in the

amount of the fille, if it is part oftbe fine amounl

Asenq's Resoonse

Flna and petalda are laeled acco lng to the WV SMe Cod4 AA chstg6 are

pr^ented to s commla4c ollow admhlstalon and are ageed upon rc@dlng to the lsw ss U

ls wrttrerl The mentlonedfue oft7r500.00 was sgrced upon bdween lhe ABCA commlttce and
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tI
II- the lhensea The t50.00 caurt cod covets admbrlstradl,e cosa. In tlvlaatrcwewlll conslderthe

Ia $400 as part of thefrw.

I Fee Schedde for Ass6sment of Flnes qnd Pepalti€s

I
During our audit of fines and penalties, we were unsble to determine whether fines

I
I and penalties ass€ssed by the ABCA for violations cited against licens€€s wEre equitably levied.

I ouring our review, we noted differenc€s between fiue a.Eouots levied against lic€Dse€s for the same
I

violation. The noted differeoces in fines and peoalties assessed are as follows:II 1. $11-lct8(ax3) - seu, Give, Fumish Uoderage with Non-lntoxicsting B€er - Fines levied

I ug*t licensees raneed as follows:

t 
First offense (no previous violation ofaly type) - fines levied rangpd ftom dismissal !o

r $500.

T
UaeDs€es with one prcvious violation ofsome type. fines levied rangpd from $200 !o

I $1,000.

I . LiceDse€s with two Fevious violatioDs ofsome t)?e - fines levied ralged fiom $200 to

I $500.
T

2. $60-7- I 2(aX3) - SeU, Give, Pernit coDsuEpdon ofAlcoholic Liquors - Fines levied against

I licensees ranged as follows:
T

. Fi6t offense (rc previous violation ofany type) - fines levied ratrged from $300 plw
I tbrce days srlspended lic€Dse to $500 plus thrce dalB suspended license.
I

3. $175-2-4.7 - After Hours Sale/Colsumptio! ofAlcoholic Liquors and $175-24.8 - Hours

I if Opention/Clear Premis€s - Fires levied against licensees ranged as iollows:t-
I . UceDs€es with three previous violations of some type - fines levi€d rangpd ftom

I disnissal to S1.000.

I 
o*tionally, sitrc€ there are no writt€n pra€dures for case dismissals, we w€re

t 
uoubl" t determine if the aforemeotioned cise dismissals were appropriate. The reason for the

I
I dismi$sal of charges in each case was classified as no violation having occurred in the ABCA's

I Violation Tracking System.
!

I -'*-
I



The sancrions the Commissioner can impose on liceosees c/ith oubtanding violations

are addrcssed in cbapter 60, Article 7, Sectio! I3 ofthe west Vtginia Code, as amended, which

states in pan:

'(a) Upon a determiDation by the commissioner tbat a liceDs€e has:
(i) violated the provisions ofarticle sixtee!, cbapter eleven, or ofthis
cbapteE (ii) acted in such a way as would bave Fecluded initial or
renewal liceDsure; or (iii) violated aoy rule or order promulgated by
the commissioner, the commissioner may impose any one o! a

combination of the fo[o\..ing sarctiols:
(1) Revoke the lic€nsee's liceDse;
(2) Suspend the l-icensee's licease;
(3) Place the licensee on Fobationsry status for a period notlo

exc€ed twelve months; and
(4) Inpose I morctary penalty not to exc€ed one thousand dollars

for each violatiotr whsre reyocation is not imposed. . . ."

The lack ofa formal fee schedule provides the opportunity for licensees who commit

tbe same violation(s) !o be fined on an unequal basis. We spoke with the commissioner conc€ming

the levyirg of fitr€s against licensess. He stated that there is no logical way to prEparc a fine

schedule due to the nature of different violations. Since each violation c2se is different and may

have different combinations ofviolations cite4 there is no logical way to prepare a fire schedule.

However, we believe the ABCA should establish I formal schedule of fines and penalties for

violations to ensure such fircs and peDalties are levied equitably agBiDst licensees. we also spoke

with the AdminisEative Services Manager, who acts as the ABCA's hearing officer, concerning the

rcason c€rtain violations were dismissed. He stated that violation dismissals are within the scope

ofthe Commissioner's authodty and he decides the ultimate fines and peDalties !o be asse$sed in

violation cases.
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We report€d in our previous audit the existing fee schedule was not being utilized by

the ABCA for tbe sssessment offines and penaltie& In the agency's respous€s to this fuding the

ABCA stal€d that it was in the prcess ofdeveloping a rcvis€d fee scbedule. Howevsr, no such fee

schedule was ever prcpared and the fee schedule existing during our previous audit is no longer

utilized.

we recommEnd the ABCA comply'I|ith cbsPter 60, Article 7, section I 3 ofthe w€st

Virginia Code, as amended We further recommend the ABCA implement, by legislaliYe rulq a fee

schedule establishing guidelines for fines and penalties as well as developing a writlrn prwdure

providing for the dismissal ofpre-hearing cases as they agre€d to do in their lEsponses !o our last

post audil

Agencv's Rdponse

A scherlale oJfin* w l be bnplemenkd tor most otthe vlllatlons thql we rccdve.

The qgenc! wlll sdll r^eree tIE rlght to hqve Ute Commlssloner mu*e the frnsl de.cltlons bt those

cr.srl" where naJor vlohdons hste occuned- We wlll ln all elzsa suy ,tlthln the gud"hta of

frlt{F,, suspenslons, probadon attd regocatlon 4s m&ndcled by stde I4w.

DestrucdoE of Nor-Cash Evldence

During our review offines and penalties, we lested 5l violatioD report forms which

had been adjudicated between July 1,2000 and June 30,2002. Ofthe 5l violafion cas€6 teste4 24

cases involved the seizue ofnon-cssh evidence by ABCA enforcement persomel. Any eviderce

ofa violation cited qgo i nit a licensee can be s€ized by ABCA eDforc€ment personnel ia accordance

with Title 175, Series 2, Section 4.4. Upon seizure of any evidence, enforcement personncl is to

complete an evidenc€ form itemizing the evidence seized
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Our review ofthese 24 viotation cas€s indicated there were thrEe ilstances where the

ABCA was uable to provide evidenc€ forms supporting evidence seized; 20 instances where rhe

case docket number was not r€coded on the evidEnce form; and 12 instanc€s where the

Commissioner's Order settling a violatioD did not addrcss the forfeiture ofseized evidence.

ln addition, we Doted eight instances wherc the ABCA was unable !o provide an

evidenc€ disposal form showing the Commissioner's apprcval to destloy evidence for adjudicated

c€ses. These eight hstslc€s arc detailed in the following scbedule:

I
I
I
:

t
I
I
I
I
I
I
I
t
I
I
I
I
I
I

Case Docket
Ns, Number Date Selz€d

1 2001-0010 0712?/00

2 200t4310 04/la0l

3 2W2-O023 06l3y0l

Descrlpdon of Selzed Evldence

one bag of!ips, approximaf€ly 115

3 slot Eachines

2 boxes of pull off tips, assored
amount of pull offtips

one 6 pack of Miller Lite

one 6 pack ofBud Light 12 oz. cans

one 6 pack ofBud Light botfles

one 6 pack of Bud Ught cans

one 6 pack of Bud Ught cans

4 2002-0054

5 2002-0084

6 2002-0181

7 20024187

I 2002-0392

0' 26t0l

08n4tol

08n4/ol

08/t4t0l

I l/18/01

The enforcement director receUed the evidenc€ in six of th€se eight viotatioD cases

bad been destroyed on 10/15102. For these six instances, an evidence form had been prepared by

edorcemeBt p€rsonnet supporting the widence seized. For the other two inslances, the ABCA could

not prcvide us with either sn evidence form or evidence disposal forn even thougb the violation

reDort indicated evidence wari sgized



I
t
I
I
t
I
I
I
I
I
I
I
I
I
I
t
I
I
t

. 
Final ly, for I 6 ofthe 24 violation cases where evidence was seized, we noted the non-

cash widence seized was kept on band by the ABCA for long periods of time after the cas€s bad

beeD adjudicated Subseque !o the relat€d violation case being adjudicate4 the non-cash evidelce

remained in the ABCA'S evidenc€ rmm 83 io 323 days prior to beilg destloy€d

part:
Chapler 5Ae Article 8, Section 9 ofthe West virginis code, as ar€nde4 st4tes ln

"The head ofeach agency shal: . . . O) Make and maintaiu records

contairing adequste and proper documentation of the organizatio4
functions, policies, decisions, procedurB and cssential E&sactions
of the agency designed to firnish iDfomation lo protect the legal and

financial rights for thc state and ofpersons directly affected by tbe
agency's activities. . . ."

To fuUy comply with this Code s€ction we beliwe the ABCA should develop vriften proc€dures

governing the disposition ofevidence seized in violation cases.

The taak ofconhol proc€dures over the disposition ofseized evidenc€ following the

setttement ofthe conesponding violationr could result in the uDauthorized use or disposition ofthe

coDfiscated evidgnce. Generally, the aforementioned iDstanc€s of Doncompliance occured as the

result of weak conhols over the disposition of evidence.

We reported in our pEvious audit the lack of control ploc€dules over the disposition

ofseized evidence. In tbe agenry's responses !o this fitrding, the ABCA statd tbat it bad initiated

a system ofcoDtrols to account for thc disposition ofseized evideuce. However, the aforcmsntioned

instances of noncompliance clearly iudicate tbe ABCA has not fuUy implemsDted a syslsm of

controla over the disposition of seized evidence following the related violation coses being

adiudicated
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We recommend the ABCA comply with Chapter 5A, tuticls 8, Section 9 of the West

Virginia Code, as amende4 by shengthening inlemal cotrtrols over the disPosition of evidence

following settlemEnt of the conesponding violations.

Aaencv's Rdponse

We wtll ldendfu selzed erue ce qs recommended- The ABCA ls ln the procas of

deve.Ioptng o computer progrom thqt wlu label ond bar-codefor scAltnbg aU etuence selTctt wfih

the dockzt number snd case namber and genercte s monagemerrt rqort ofal eetdence lhd ts llt

the etAence rootn Wen,he case attd the appul perbd k oeer the evlda.ce wU be dtsposed ot

acrtrdhg lo the lsw. We rtlu malre onsnge.rnena to obtallt o loch bo, st the WY Sta,te Trcqsurera

Ofrce to hou cash evuence.

Tlmely Acdon Not Taken op Vlolador Report

There was one instance (out ofthe two taDsaations trst€d) where the ABCA did lot

take timely action on a violation report which resulted in the ABCA lot collectiDg tbe $ I ,000 ooo-

irtoxicatiq b€er boDd of a [censee whose beer liceDse should have been revoked" A sp€cific

progression of this violation case is detailed as follows:

. Upon applying fora private r,vine restaurant lic€nse to add !o his b€er liceDse in Decenbtr
2000, the ABCA discovered this ficensee had falsified his application by not firlly disclosing
his criminal I€cord from the State ofvtginia- ABCA enforcement persoonel complet€d a
violation repon on January29,2001sating the licensee had Fovided false information on
their application-

. Atthe eud ofMarch 2001, the licensee was sewed with a hearing nodce setting the time for
the holding ofal adninisnative hearing which was held on Apdl 18, 2001.

. Subsequent to the holding ofthe hearing, the hearing examiner deterEiqed thal the liceDsee

bad falsified its application and recoDmended rev@ation of the licensee's liceDse in a

clecision dated August I 0, 200 I .
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After a delay, the bearing examiner submitted bis decision to tbe Commissioner during
Sqtenber 200 I . The Commissioner accepted the hearing examiner's decisiou

On October 4, 2001 the Commis:ioner signed I written order ord€ring the revocation ofthe
lic€ls€e's liceDse because the licen6e€ had failed to frrlly disclose the extent ofhis fiimirsl
record $'hEn he failed !o disalose several felony convictioDs and violations ofprobation-

The licensee's 2000-200 I beer license bad expired on June 30, 200 I and he had not applied
for a license rgnewal since he went out ofbusiness.

Chapter I I , Anicle I 6, Section I 2@) ofthe West Viryinia Code, as amende4 stales

ln paIT:

'. . .O) Each Class A retail dealer, in addition to furnishing the

information required by this article, shall fitmish as prerequisit€ !o
obtaining a license, a bood with some solvent surety cmpany as

suety, !o be approved by the commissioner, payable to the state of
west Vilgini4 ilr the amount trot less than five hundFd dollars, nor
more tha! one thousand dollals, withitr the discretion of the

commissioner. All such bonds sball be conditioned for the faitbfirl
observalrca ofthe provisions ofthis article, the nrles, regulatioDs and

orders promulgated pursuaat thereto 8nd ofany other laws ofthe state

of west viryida geoeralty rclating to the distributiorn sale and

dispensing ofnonintodssiing be€r, ald shaU be forfeited !o the state

in the full anourt ofsaid bond upon the rev@€fion ofthe license of
sny such retail dealer. Such money received by tbe state shall be

credited to the state fi.nd geneml rwenue."

Also, Title 175, Series 2, Section 6.16 of tbe bgislative Rule for Private Club

Licensing states in part:

'6.16. Commissioner's decision. - After the conclusion of the

headng or within len ( I 0) days ofreceipt of the halscript, the pqson
desigDated by the Commissioner as heoring examiner shall prepar a
recorn.mended decision supported by findings offacl and conclusioDs

of Iaw afhrming, modirying or vscating the earlier order of the

Commissioner. Theresfter, the Commissioner wirhin (10) dals of
receipt ofthe recommended decisiorq shall either acc€pt o! reject the
recoomended decision. If he or she accepts the decisiog he or she

shall sign aud acklowledge the same as his or her or/n after having
reviewed the tEnscript and all exhibib att€cbed and affixed thEreto.
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Ifhe or she rpjects the decision, he or she sball within ten (10) day8
of receipt of the recommended decision preparc a decision setting
forth his or her own findinss of fact ard conclusions of law. . . ."

Since the licensee's beer bond bas not b€en collected the state General Reveque

Fu[d is without the benefit ofthese fimds. However, we believe if the ABCA had proc€ss€d this

violation report in a more timely manner, the ABCA would have been entitled to couect the

licersee's non-intoxicating beer bond before it expired. The ABCA was uaable to collect this bond

forfeiture on behalf of the State because both the hearing examiner in this c€se and the

Commissioner did not adheE to the time fi-aEe (set forth i! aforementioned ru.le) in ruling on this

case.

We recommend the ABCA comply with Chapter I I , Article I 6, Seation I 2(b) ofthe

West Virginia Code, as ameded, and Title 175, Series 2, Section 6.16 ofthe l€gislative Rule for

Private Club Liceosin&

Asenqts R6oor\Je

We ttlA assarc lhol aII fna are collected ln a tlmety maaner ln the fuure.

couectlon Procednres for Outstardltrg Flne3

Our review of fines and penalties assessed against licensees indicared long periods

oftime to collect payment from licens€€s. We reviewed 5l violation report forms for the peliod Juty

I , 2000 tbrough June 30, 2002. AII ofthese violation report foros aDd their corresponding ceses bad

been completed. We detErmined the total prcc$siDg time !o settle these 5 I violations mnged fron

zerc to 198 da),s,'rith an average preessing time of23 days. As of5/15/03, the aBCA's fines

accouns receivable balauce included $ I 3,5 50.00 ofpast due fines, of which $2,450.00 was over 60

daits late.

I
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Chspter 5A, tuticle 8, s€ction 9 of the West Virginia Code, as amsnde4 slates in

part:

-The head of the agency shall:... (b) Make and maintain records

contqining adequate ?,!d proper documsntation ofthe organization"

fiuctions, policies, decisions, prccedures and essential tr&lsactions
of the agncy designed !o fimish information to Fotect the lcgal aod
finrncial rights for the state and ofpersors direcdy affected by the

agenry's activities. . . ."

For 6nes assessed which are not collected h a timely manaer, the ABCA is wilhout

the use of these monies. We questioned agency persomel conceming the lenglhy processing time

to senle violations. we wele told the main reason violatioDs are not setded in a timely manner ia due

to license€s not rcmitting their payme to the ABCA h accordarce with the time fiame as dirccted

by the Waiver of Hearing fonD, AgI€€d Oder, or Commissionsr's der. of the 5 I violation r€port

forms we reviewed there were 20 violalions wherc tho licensee did not remit paymeot oftheir fine

in accordance with the time tame sp€sified in the Waiv€r of Headng form cover letter, AgrEed

frer or CoEmissioner's frer. For fines that have not begn coUected, the Administsative Sergices

Malager who acte a8 the ABCA's bearing ofhcer stated that collection prr€dllles corsisted of

denying a licensee renewal oftheir license for the Dext year ifa fine is Edll oubandiug The ABCA

may also send an inspector to the lic€Dsee's place ofbusi[ess to inquirc the reason the licensee has

not paid thet fine. We believe the past due aoourts of finea e)list becsuse the ABCA has not

implemented the collection procedures available to them.

We reported in our previous audit th€ lack of control procedues over tlle timely

collectioD ofoutstsnding fines. The aforementioned instances of nonconpliance clearly iadicate the

ABCA bas not ad&ess€d this problem since the last audit
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We re.commend tbe ABCA comply with Cbapter 5A! Article 8, Sectiou 9 oftbe West

Virginia Code, as amended.

AaenE's RgsporLse

We reu ossure thot all fina are eolle*d br a tlrnel! manner ln lhe luaoe

FIr€s Ars€ssed Not Properlv Documented

During our review of fiaes al]d penalties, there was oqe instance (out of 5l

transactions tested) where a Comrnissioner's Order was not completed for a violation A private

club licensee was cited for two vioktions on March 15, 2002. A 'Jr'aiver ofHearing form was sent

to the licelsee with two options: request an a.lnihistEtive headug or pay a $750.00 fine. The

licens€e failed to retum the lVaiver of Hearing form o the ABCA. As a result, the ABCA

automaticslly set I head.ug date for the violaLtioo. Two ABCA lDspecbn haud delivered a bearing

notice !o the licensee on May I 6, 2002 stating that a bearing had been set for May 29, 2002. T\e

hearing was held on May 29, 2002 etjLd the licensee failed to atlend the hearing. While the ABCA

was waiting for the hearing examiner's decisioD, the [ceosee submitted the original fine amount of

$750.00 !o the ABCA orLMay 3l,20O2. The hearing examiner rcndered her opiniou oD June 6,2002

and found the liceDsee did commit the violation and rccommended a $500.00 fine. Tbe ABCA did

not preparc a Coomissioner's Order Btatilg the Comnissioner's fi-oal decision and whether he

agreed or disagreed with the hearing examiner's decisioo

Tide I 75, Series 2, Section 6. I 6 of the kgislarive Rule for Private club Licensing

shte$ r-n Psrt:

"6. 1 6. Commissiouer'B decision - After the cooclusion ofthe hearing
or vrithin ten (10) days of receipl of the transcript, the peBon
designated by the Conmissioner as hearing examiner sball prepare a

I
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recooEended decision supported by fitrdings of fact snd conclusioDs

of law affumin& modirying or vacating the earlier order of the
Commissioner. Thereafter, the Conmissioner within ten (10) dsys

ofrcc€ipt ofthe recommended decision, shall either accept or rej€ct
the recommended decisioD" lf hc or she accepts the decisioq he or
she shall sign aud acknowledge the same as his or her own after
having reviewed tbe transsript ad all ex.hibits attached and afExed
thereto. If he or she rejects rhe decisio!, be or she shall 'xithio tsn
( l0) days ofrecaipt ofthe recommended decision prepare a decision

setting forrh his or her ov,n findings offact and conclusions oflaw...."

Also, Chapter 60, Article 7, Section I 3a of the West viryinia codc, as areude4 stat€s in part:

'. . .The commissioner may, upon a finding of violation, assess a

licels€e a sum, not to exceed one hundred fifty dollars per violation,
to reimbuse the corDmissioner for expenditures ofwitness fees, courl
Fporler fees alrd tnvel costs i.ocurred in holdirg the h€aring A[y
mo!e).s so assessed shall be tral]sftrred to the alcohol beverage

contol enforcement filnd created by section drideen ofthis article...."

Even though the private club licensee ewnnrally paid the fine smouqt origiDally

assessed by the ABCA as reflected oD the WaivEr of Hearing form prior to the issuance of the

hearing examiner's decision, we beliwe the ABCA could have assessed the licensee a! additioDal

$150.00 for b€dng costs in accordaace with Cbapter 60, Article 7, SectioD t38 ofthe we$t vtginia

Code, as ametrded Also, we wele unable to determille ifthis lic€nsee remitted the proP€r amotmt

!o s€ttle this viols,tion since there was no signed ackrowledgmeDt by the Commissiouer vali'laFng

the $750.00 paid by the licensee and rejecting the hearing examiner's deciaion The Administative

Services Manager, who acts as the ABCA'6 hearing officer, old us he assumed the payment by the

lic€nsee of fhe origilal fiqe amount precluded the preparation of the Commissioner's frer.

We recoE$end the ABCA comply q'ith Chapter 60, Anicle 7, Section I 3a of the

West viryinia Code, as amendeq ad Tide 175, Series 2, Section 6.16 ofthe legislative Rule for

Private Club Lic€nsing.
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Aeenq"s Rqponse

No raponsa

Enforcement Acdvld6 Not Properly Documented

Ofthe 5l violation report forms we rcvieu,e4 we werc unable to determi.n€ if lic€Dse

suspensioDs issued agaiDst fou.r lic€Dsees as part ofthe fines and penslties levied by the ABCA werc

complied with b€cause the ABCA did not maintain records documeDring yisits by eDforcemsDt

persoDnel !o the license€s'place ofbusiness. Without some verification ofthe business closi!&

enforcement p€rsoDnel could be told that an establisblrent is clos€d to comply with a supension

wheu it is actually still ope!- According to the enforcemeDt diEctor, there is no effective way !o

docurert tha! a liceDs€e is closed doll,n as ordered because there is usually no one there when the

Iicens€e's establisbmEnt is closed Thereforc, eDforcementpersonnel c€.Dnot even compl€tearcutine

compliance check or bave someone aJ tbe establish-Eent sign a folm stating the inspector was therg.

There wsre two instarces wherc the inspecor/agent did trot sign for violatio! report

forms whetr received When an inspectoriagent needs morc violatioo report forms, hdahe will see

an offic€ assistant assigned !o the violations divisioD- The office assistant completes a! assigrment

sbeet which trot€s the insp€ctor's name, inspecbr number and whicb violation report form numbers

arc being assigned to that insp€clor. Even though there were oDly two iDstatrces whsre an

itrsp€ctor/agent did not sign for the violation rvport forms recaive4 the ABCA camot veriry whicb

foms wer9 assigugd to each iDsp€cto/agent or hack the status of these forms.

Chapter 5A' Article 8, Sectiotr 9 ofthe West Virginia Code, as amerde4 states in

"The head ofeach agency sbatl: . . . (b) Make and maintain records
containilg adequate and proper documentation of the orgaoizatio4
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functions, policies, decisions, procedures and essential tralsactions
ofthe agenry designed to fumish information !o protect the legal and
finrncial rights for the sta& ad of persoos directly affecled by the
agenry's activities."

The omce assistant responsible for issuing these forms to eDforcenent personnel stated tbat the

eiolation report forms alrd a.ssignment sheet were Eailed out b rhe i[rpectors, bul the i$p€ctor

failed !o sign and mail the assigDment sheet back !o the ABCA.

we reported in our previous audit the lack ofcontrol proc€durcs over the verification

by enforcement personnel of licens€e compliance with license s:gensioDs. The aforementiorcd

inshnces ofnoncompliance clearly indicate the ABCA has not addressed this problem sinc€ the last

audit

We recommetrd the ABCA comply with chapter 5A, Article 8, Section 9 ofthe west

Virginia Code, as a.mende4 by strengthening co!trols ovEr the verification of lic€Dse€ complialc€

with license suspensions.

Asenca's R€sponse

No raponse.

Weak Controb over Imprest Futrds

As of Jutre 30, 2002, the ABCA utilized seven impr€st firnds for enforcemeat

purposes. one $5,000 imprest fund was maintahed at the ABCA main office, while one $2,000

imFest fund was aasigned to e4ch ons ofthe ABCA'8 six enforc€ment supervisors. Each supervisor

rne i ntains their assigled firnd in a local bank account and dishibutes the money !o iDspectorgagsnts

as needed Enforcement iDs?ectoryagents received advances from these fi:nds to pay for expenses

related !o the conducting of undercover alcohovtobacco sting operations and o pay underage
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opsratives utilized in rhese underagp buys. In addition, monies from tbese imprest filnds werE

utilized to rcimbu$e insp€4tors/agents who used their own monies !o pay for undercover expenses

without receiving an advance beforehand.

During our review ofthe rimbu$ements made !o the $5,000 impre3t fi.ud aqd to two

of the six imprest fu.trds assigned !o the enforcement supervisors, we tested ll0 halsactiols

involving the expendihrc of imprest mode3 to fuid various urdercover opemtions. We noted the

foltowing items: 25 insbnces where a Request for Funds form was not completed doctmenting

modes advatrc€4 54 instarc€s where an Enforcement Fund Reimbursement Sheet itsmizing

undercover expenses incrmed wss not approved by the inspeclor's supereisor or enforceEent

directo[ one instance totaling S 147.03 wherc an Enforcement Fund Reimbursemsnt Sheet ilemizing

undercover expenses incurred was not signed by the impector who completed the form; five

instances totaling $154.18 where undercovet expens€n were not supported by an approved

Enforcemsnt Reimbusement Sheer; 22 iDst nc€s where there was no documentation suppoitiqg the

retuq of monies left over from an advarce; and 17 ilstauces lotaling $2,900.75 where an

Enforc€ment Reimbusement Sheet was completed but did trot irdicate whethEr this form was

completed !o setde an advance or !o support the amount to be Ieimbursed m the impector.

In addition, there was one instaoce wherc an impector categorized I $300.00

undercover expense on an Enforcemsnt REimbur8gment Sheet as being fosarded to an unclassified

individual for undercover work Upon inquiry, the enforc€EeDt dircalor identified this individual

as a member ofthe Smrc Police. He also lold us the ABCA will periodicaly forward imFes! monies

to otier law enforcqnent agencies who work in conjunction with the ABCA on undercover

operations. However, the Enforcement Reimbwsement Sheet dicl not clearly indicate tbe pupos€
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for which these mouies were spert Futhermore, wenoted each enforc€mEntsupgrvisorwas solely

responsible for maintaining the imprest ftlnd assigned to them; thercforc, there was Do indepEndent

Econciliation done on a moDthly basis recoDciliDg the ba[k st8tement balance to the checkb@k

balance.

Finally, as reported in our lsst audit, the ABCA did not maintain accounting records

for payments made for personal sereic€s to young aduls msking underage buys. The Intemal

Revenue Service's Circular E Employer's Tax Guide requires employers to issue Form 1099 to non-

employees for miscellatreous income of $600 or more during a calendar year. During our audit

pqio4 the ABCA paid one young adult $8 I 0.00 alld arother $876.00 to perform uodelage buys

dudng caledar year 2002, without issuilg a Form I 099.

Cbapter 5A, Anicle 8, S€ction 9 ofthe W€st vfuginia code, as arsDde4 stat€s in

pan:

-The head ofeach agsncy shall: . . . O) Make and maintaiq recods
containing adequate and proper documentalion ofthe oryanizatioq
firnctions, policies, decisions, procedures and essential hansactions

ofthe agsncy designed to firmish itrformalion to protect the legal alrd

finmcial rights for rle state and ofpeBons diEcdy afec&d by the

agency's activities. . . .-

Iack of documentation for the expendihrg ofcqsh advances or monies rEimbu$ed

to inrpeetorvagents for undercover expenses ircurrg4 as well as, the records supporti[g th€

expenditue of imprest frrnd monies not being reviewed ald spprov€d by the appropriat€ enforcement

officiats could result i|] the Eauthorized use or disposition ofthe c€sb. We believe the lack of

conhol pro€edues govemitrg the use of imFest filnd monies as well as the lack of supervisory

rcview by the appropriate enforcement omcials ofthe records supporting each imprest fimd resulted

i! the ircolsistent documenration of the expenditure of implest frmd monies-
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We reported in our previous audit the lack ofcontrol procedues ovEr the utilization

of impre3t futrds for enforcement purposes. In the agency's respoDs€s to this finditrg the ABCA

stat€d that it would strengfhen controls over its enforcement imprest fiJtrds. However, the

aforementioned i[stances of noncompliance cl€arly indicate the ABCA has not fully implemented

a system ofcontrols over the udlization of imprest funds for etrforcement p[pos€s.

We recommeld the ABCA complywith Chapter 5A" Anicle 8, Section 9 of the We6t

virginia Code, as amende4 by sbengtheDi.ug conhols ovEr the utilization of imprest funds for

enforceme puposes.

Asenqt's Rqltonse

We wU qtabllsh a prccedrne to have ba4b msll st&temena b the ABCA Cenlral

Ofi.e, utdthe aacourawlU bereconciledthera Addtlonawx'ewA chonge thelom to hdlcde

the antoant of the cqsh advsnce,lhe smount qeftsF sttd the amount reftlrned.

Issuarca of Postase Stemps to Enforcement PeFonnel

We noted the Enforcement Dvision issuB s&mps in lieu of using pre-address€d

st mped envelopes or reimbusing insp€ctoB for posAge expenses fo1m ci Iing correspondence ftom

their homes, which are their desiepated heodquartels, to the ABCA.

Cbapter 5A, futicle 8, Section 9 of tbe West Virginia Codg as amende4 stBt6 in

pan:

'The head ofeach agency sball: . . . (b) Make alld naintain r€cords
containing adequate and pmper documentation of the orgsnizatioD,
functions, policies, deeisions, procedures and essential tensactioos
ofthe agency designed !o fifnish inforEation !o prot€ct the legal and
fi-oancial riehts for the state and of p€rsons diEctly effected by the
agency's activities. . . ."
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Postage stamps sEnt to inspecon in I ieu of reimbusement or pre-addrcssed stamp€d

envelopes caq be easily utilized for personal use. The ABCA'S practice is to iisue stamps !o

insp€clors as n€eded

We reponed in our previous audit the lack ofcontsol proc€drE6 over the issuanc€

ofpostage stamps to enforcement personnel. In the agpncy's responses !o this finding the ABCA

stated thet it would stsengthen coDtrols over its issuanc€ ofposbge stamps to eDforcementpersoDnel.

However, the ABCA's current practice clearly i[dicates the ABCA bas not fully implemEnt€d a

system of conftols over the issuance ofposage staops !o eDforc€ment personnel.

We recommend the ABCA comply with Chapter 5d Article 8, s€ctiotr 9 ofthe west

virginia code, alr amendeq by shsngthening conrols over the issuance of postage staEps to

eDforcement persoDnel.

Agenqv's R6'.onte

The ABCA h'lll revlew the sfsten olprotldln9 Enforcement agent wth postoge.

The sb lt! of.Iopnloqdbg repor$ hlJteudolma lttg them has dgseosed the Lmounlofpostsge

neederl ln thls arcq. One ctr$Ueradon b to have the qgenB purchase the Post&Se nezd?n &ndfrIe

for rclmbur;ement on thelr travet epeue forms

ADMINISTRATIONs

Commualng value of L€$ed Vehlcles

Duiug the audit perio4 we noted the ABCA did not propsrly accourt for the

commuting value ofleased vehicles assigned !o administrative employees in accordance with Tide

l4E, Series 3, Sections 9.3 nd 9.4. These rules rcquirc State agenci€s !o utilize one oftwo methods

when assessing employees for the commuting value of their assigned vehicles: authorization ofa

monthly payroll deduction for the commuting value of rheir assigned vehicle or a motrthly
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submissio! of a 'Stalement of Commuting Value" completed by rhe employee along with their

personal reimburseme[t for the cmmuting va]ue oftheir assigled vehicle. For tax years ending

2000,2001 , aad2002, the ABCA failed !o Equirc its a.lmi ni Rterive employeeq who were assigned

a leased vehicle during the bx year, !o comply with these rules. The following table details the

number ofemploye€s atrd th€ estimated coEmuting value oftheir assigned vehicles for tax yeors

ending 2000, 2001, and 2002.

No. of
AdEltrlstradve Esdmat€d CoEmudng

Tax Year Employeg Value ofl-eased Vehlcl€s

2000 2 $12'12

2001 4 $1,908

2002 4 $2,544

Title 148, Sedes 3, Sections 9.3 ar\d 9.4 of the Department of A.lminisiration's

PrEedwal Rule for Stale Oened Vehicles state:

9.3 Use by Primarily One Employee

When a Srate owned vehicle is leased for State busine$e use bv
primadly ooe employee, the vehiole:

(a) is assigned to ao employee thar bas been requLed by bis or her
Department Executive Officer, or the Executive officer of his
spending unit if the spending unit has not b€e! a$signed to a
deparhnent, to cornmute io aqd/or fiom work for bona fide
noncompeosatory busine$s reasoos;

(b) cannot be used for personal puposes excspt for com.muting and
minimal personal convenience, i.e., stopping for meals while
haveling;
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(c) is desigrated as a "qualified nonpersoDal use vehicle" and/or is

Dot assigned to an employee desigDa&d I'control employee" or'law
enforc€ment office1'as defued by the Internal Revenue Services of
the Departrnent of the Treasur),; and

(d) is assigled to ar employee rhlr authorizG a monthly payroll
deductiou for the commuting value or completes a 'Statement of
conmuting Value- as desigDaled by the Travel lvlan-ageEent Office.

9.4 Determining Conmuting Value

I! accordarc€ x'ith Federal Tax Regulations issued by tlte Intemal
Revenue Service ofthe Department ofthe Treasury, the State ofwest
virginia will place a "commuting value" of$I.50 one way or $3.00

roundtrip per day (or the amouqt referenced in the "Commuting
Valuation Rule" or equivalent of the Departmeff of the Treasury,
Intemal Revenue Service of the Fgderal Goyernment rules and/or
regulations, which ever is great€r) for eacb day the vehicle is used for
commuting purposes based oD two (2) methods:

(a) An a$igpDent to an individual employee when used for
coEmrdDg will have a montb.ly payroll deduction based on the

following

Business dayl per year 261
Avemge non-bushess days 49
(includes holidays aod annuaysick leave)
Business da),s for calculation 212

"coBmuting Value" per day$ 3.00

'Commuting Value" per month$ 53.00

"Commuting Value" per year$636.00

(b) Temporadly Assig[ed Vehiclea:

Ifan employee has been assigned a vehicle on a temporary basis and

the vehicle is used to commute to atrd/or from work during tbat

tenporary a$sigoment, the smplo'€e muat complete snd subEit !o his
or her spendhg unit business office a 'Statement of Commuting
value" as designated by the Travel Management Office with paymEnt

attqched to rcimbur8e the State for the 'commuting value".
A 'Statement of Comnuting Value" must be completed for each

month in which the employee has been assigned a State owned
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vehicle and has used lt for commudtrg. The'StatemEnt of
Comnuting Value" must be submiued !o the employee's spending
unit business office with a copy !o the Travel ManagEment Ofrc€
withh fifteen (15) business days fiom the last day of the reporting
month. Failure !o submit the folm may rcsult in the temiration of
the assigrEent ofa vehicle !o the employee as well as any applicable
penalties by the Dspart@ent of the Tr€asury, Irfemal Revenue
SErvic€ ofthe FedErsl GovemmenL"

By not requiring employees !o reimbuIse the agency for the coEEutirlg value oftheir

assigned vehicles, the ABCA may b€ undeFtating employees' fedeBl and 6tate taxable wages.

Accorditrg to the ABCA'S comptouer, the ABCA is exempt under IRS Tax Regulations fiom

accounting for the commuting value ofan employee's use ofa less€d vehicle during the hx year

because ofthe ABCA'S status as a law enforc€rDgnt agenay.

We rccommend the ABCA comply witb Title 148, Series 3, Sections 9.3 and 9.4 of

the Deparhent of AdminisEation's Proc€d.ural Rule for State OwDed Vehicl6.

Aeency's Rqoonse

PraentJy, we do not assbn on! commudng value to leased vehlcles ased b!

admlttlsttdlte ernploteq. We wA deeelop o pfocedure to deduct ,he commudng vaLre lrom the

po! oflhelour admlnlstrdve employea thrt ase thdr csrs to commatelrom home lo wotk uslng

lhe recommended guuellnd In add&lot 
" 

we wlll request an oplnlon from the Depart nent oj

Admlnlgrudon as to how the Lse of stde on'ned ca6 bt emplolees who work Jrom thdr homa

shouu be lreqted.

Accounts Requlred by Ststute Not Created

As of June 3, 2003, the ABCA bad not qeated an account called the 'Alcohol

Bevemge Control Enforcement Accourlt" ilr accordance with Chapter 60, Article 7, Section l3 of

the West Vtginia Code, as amended. During the early 1990's, the Nou-Illodc€tiDg Beer
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Conmission was meEed with the Alcohol Beverage Control Administration- One ofthe ac{outrts

mgintained by the Non-lntoxicating Beer Commission was called the Non-Inloxicati4 Beer

EDforc€ment AccounL This account was estsbtished in accordance with Crtnpt€r 11, Anicle 16,

Section 23 of the West Vtginia Code to snforce the statutes set forth in Cbspter I I , Articte 1 6 of

the WestvirgiDia code. When the Non-Inloxicating Beer Commission was Eergedwith the ABCA,

the ABCA began utilizing this accouDt !o fund the enforcemeut of the sbtutes s€t forth in both

Cbapter I I , Anicle I 6 and Chapter 60 of Ore west virginia Code.

part:
Cbapler 60, Afiicle 7, Section I 3 of the West Virginia Code, as amende4 states in

'. . . (b) Any monetary pelslty assessed aod collected by the

commissioner sball be trsqsmined !o the state treasurer for d€posit

inlo the stale teasury to rhe cr€dit of a sp€cial revenue fund
desigoated'The Alcohol Beverag€ Control Bnforc€ment Fund",
which is hereby creatrd All moneys collecte4 recoived and
depositrd in the'Alcohol Beyerags control Enforcement Fuod'sball
be kept aod n q i ntained for expenditurcs by the commissioner for the
purpose of Enforcement of the statutes and rules perhining to
alcoholic liquor, and sball not be tr€ated by the stat€ reasuler or state

auditor as any part ofthe general revenue ofthe sarc. At the end of
each fiscal yearall fimds in the alcohol beveBge control eDforcement

frrnd iq exce$s oftwenry thousand dollars shall be hansferred to the
general revenue firnd . . ."

By not establ ishi ng the Alcohol Beverage CoDtrol Enforcement Account, thc ABCA

has not foUowed the mfidate set forth by the I-egislaturc with rhe enactment ofchapter 60, Aficle

7, Section 13 ofthe West Virginia Code, as amended. According !o the comptoUer, sDforcement

of tle ststutes conftolling the sale ofalcoholic liquors and non-intoxicaring beer is so interh,ined

that it would not be effective !o Eaintain two etrforcstnent accouqts (one for alcohol and one for DoD.

intoxicating beer). Thus, the ABCA simply uti lizes the Non-lntoxicaring Beer Enforcement Account

to enforce the statutes goveming both the sale ofalcoholic liquors and non-intoxic{thg beer.



I
I

AdditioDsu, on March I 4, 1 998, the West Viryinia Legislarue enact€d cbapter 60,

Afticle 6, Secrion 25 oftbe West Virginia Code creating the'Febl Alcohol SyDdrome Account -

The purpose ofthis accouDt was !o provide for tbe collection of fi-qes ass€ss€d by the Commissioner

against licensees who failed to display signs, provided by the ABCA, at their plac€ of business

warning of the possfule danger ofbirth defects which may result from the consurnption ofalcohol

during pregnancy. As ofJune 3, 2003, the ABCA has not established this account as dirccted by

the Legislatue.

During the audit peno4 the ABCA did not cile any violations against [c€lsees

resultiqg in aca€ssed fircs for failing to display one ofthese signs. Also, we noted two transactions

lotaling $2,845.00 where the ABCA expended monies from the General Adminishative Account to

pay for Fetal Alcohol Syndrcme Posters which were provided to licensees.

Chapter 60, Article 6, Section 25 oftbe West Virginia Code states in pan:

'(a) Begbning the fiIs! day of July, one thousand nine hundred
ninety-eight, all persons lic€Dsed !o sell alcoholic liquor, wine or
nonintoxicating b€er at retail, either for coDsumprion on-premises or
off-premiseg or botb, shall display signs provided by the alcohol
beverage contlol comnissioner wurning of the possible danger of
bhth defects which may rcsdt Aom the consumpion of alcohol
duringpregnancy...

(cxl ) Upon a deterEination by the comrnissioner tbat a licensee has

failed to complyvith the provisions ofthia section, the comrnissioner
may impose a civil administative pEnalty of not less tban one

hundred dolLan nor morc thsrl one thousand dollars for each violation

(3) The prcceeds of civil ,llminisuative peDalties collected for
violalions of this section shaU b€ deposited in a fund hereby
established in the state h€asury to be known as the 'fetal alcohol
syndrome fiud". The commissioner shall expend the mooeys
deposited in the fund to educate the public conc€ming the dangers of
fetal alcohol syndrome without appropriation except as provided i!
thissubsection....-
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By not establishing th€ Fersl Alcohol Syndrcme Account, the ABCA bas trot followed

the mandate s€t forth by the f€gislature with the passage ofCbapter 60, Article 6, S€ctiotr 25 ofthe

West Virginia Code. Accoding to the ABCA's enforcement director, the ABCA'S pmctice is to

give those licensees a waming who fai I !o display a Febl Alcohol syndrcms Poster mther than write

them up for a violatioa If a licensee does not bave one of these posters, one will be provided !o

theE by the ABCA. In addition, the comptroller told tls payment for the posters which are providcd

!o the [c€Dsees sre paid for with monies from the General Admini8hative Account which makes

unnecessary the creation of the Feral Alcohol SyDdrome Accounl

we recorDmend the ABCA coEply with cheptcr 60, Article 7, Section 13 ofthe

west viryinia Code, as amended, and Chapter 60, Article 6, Section 25 of the West virginia code.

If the ABCA conside$ the curent law to be impractical or impossible to comply witb, thetr we

recornmend the ABCA propose legislafion that would enable them to comply with the Code.

APenc!'s R€sltonse

The accountlorfina end penaltla was merged wtlh the dsdng q@tuntfor beer

penablzs. When the ABCA snd the Beer Commbslon were merged, the charga levled were for

$ubllshmela se.vlng both beer ond llquon Therqorq the fn6 couw ,tot be sqsrstad snd

depos&ed t! ttto s.coune The ABCA wA set up sncl begln .Iepostdng the btcome lnto the ABCA

Enforcernent Account andtansferthe rcmthttg monqlrom lhe 7355 (Beer) accoatu The Fetal

Alcohol Sytt&ome Accoant hss not beett used because there have been M vlolotbtLJ ofthls lsw.

In foUou,lng ,htl norylale, the ABCA was lo proide the slgns, as there x'ss no money lrom

ls ure It dlsplaf the slgns ln the account to be 6tahllshe4 the monq hod lo be psu lrom the

Generol A&nb lstrdtte Accounl lfv,e collect any mone! from fslhrre lo dlsplc! the slgtLs n'e wlu
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.bposv A b the dsfuorcd accounl We hove been advlsed by the Dbettor of the auoandng ln

the Stde Audlrors ofrce lt not sd up tlte qc.tunt for okohol syndrome fa6 antll we have

monqt lo dqroslt lo lhe atroanl

Contracdp.s ofAccoundrs qnd Legal Servlce3
to Asskt lvlth the Awardlng of Franchlee Llcetrs€s

The pasvge ofHouse Bi II 3 023 mandated the ABCA and the Retail Uquor Licensing

Boad (the Boaro to rebid liquor licenses for an additional ten ye$s begianing July I, 2000. To

assist the ABCA with this process, the ABCA contracted with outside veDdors to provide accounting

and legal services.

On July 9, I 999, the ABCA Entercd into a cotrtnct for accounting services witb the

accounting firm of Smitb, Cocbran and Hicks, CPAS. The contsact details including the initial

cotrtract amount and all Bubsequent cbange orders arc srrmms;zed in the following table.

t
t
l
I

Charge
Order
No,

oJa

Cumoladve
Purp$e of Order (H€r End Order Cotrar?ct %

Chanee Order Stsrt Date DClg Amount Amonnt Inseale"

ldtiaf contracd 07109199 MRU@ $73,000.@ $ 73,0@.@ nla

Additional servicss Bml@ nla 514.310.00 $ 87.310.@ 2e/o

AdditioDAl sereic€s Ml0ll00 Ela $ 3.780.00 $ 91.090.00 5o/o

Extend conu?cr 06130t@ 01Blt02 $45.000.00 $136.04.@ 62%

Extend conusct 0U0l/02 058I]02 $ 0.@ S136.090.00 Dl6

Extend cont'ac. 06J01102 06n0/03 $45,000.m S1EI,090.00 620/0

ConFact Contract/ ConFact/
Cha[ge Change Chango

t
I
I
I
I
I
t
I
t
I
I
I
s

t
I

z

3

5

' Percalt hcreale rdels @ the percentage ldcredre by wblch each cbange order Increa!€d Oe totd
contracl aEour! bErcnd the lnlttal contract prlce.

As the abovc table indicates, ch&ge orden l, 3, and 5 substantially increased the conftact price

wi&out requidng fie ABCA rcbid this conhact The contract which was originally for one year and
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sq anoutrt of$73,000 has been extended to tbree ye€rs alld aD amount of$181,090, rEpresenting an

t
I increase of l49pl0. Through June 30, 2002, the ABCA has paid Smith Cocbran and Hicks, CPAs a

I total of$l 17,722.50 under this cootact.

a
- On August 27, 1999, the ABCA entercd hto a contsact for tegal sersices with a

l
I private atlomey. The contracldetails itrcludirg the lorlal conhactamount alld all subsequent cbsqge

I orders are summarized in the following rable.
I

I Cotrb'act/ Coltract/ Cotrtiact/

I Chaqe ChaDge Chouge Ctmolatlve
Change Pffpore of Order Order ordgr CoDtract o/o

i Order# Chance Order Start Ihae EndDate Apount A.Eount Increase*

t
ola Itritial clltract 0U27199 06/30/@ $95,000.00 S 95,@0.00 ela

I
I t Incr€ase contract 05/19/00 nJa $45,000.00 $140,000.00 47o/o

a 2 E dend contsact OT0V@ lu]llm $E5,@.00 $225,000.00 89/o

I I Exteld colhact 01/0t/ol olRlnl $ o.ql $225,000.00 els

I t Percent iicrease refers to tle p€rcentage itrcre&se by which each change order iEcrear€d the toDal

I contract amount beyodd the initial contract price.

a
-I As the above table indicstes, change orders I and 2 substantialy hqeased tbe contract pdce without

I reeuiri"e the ABCA rebid this contract. The coqtract period was increased from one year to thrce
t

years and the contract amount by 136%. Tbrough June 30, 2002, the ABCA has paid this private

II anomey a total of$208,03 1.25 under this contract.

I section 3.3 ofthe Dvision ofPurchasing's Policiesand Pr€€dures H&dbook statesI
-- in part:It' "Formal Acqulsftions (Over$10,000): The Purcbasing Dvision of
5 the Deparrnent of Adminisfiation is respolsible for acquiring all

t commodities and services on behslfofthe st8te. Agencies under the' executive bralch of state govemment are required !o proc€ss
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puchases expected to exc€ed $10,000 tbrough the Puchasing
Division, udess statutorily exsmpt. . . ."

Also, Section 7.1 oftbe Division ofPurcbasing's Policies and Procedures Handbook stales in part:

'DeEnftlon of Authorlty: All requisitions for commodities 8nd

services over $ I 0,000 Bust be submitted !o the Purchasing Dvision
using TEAM or a Parch4se Requlsltton, wv-35, for formal
competitive bidding. . . ."

If me ABCA bad included options to Ietrelr fior additioDal one-year periods and

established e! ovelall coDhact price as part ofthe lerms and coDditions when the initial cotrtracts

were bid out, the possibility efsts that an iocreased number ofvendors may have been willing to bid

for these services or those who did bid might bave been inclined to offer a lower rate considering

the extEnded years which could have resulted iq a savings to the ABCA. The ABCA'S comptrouer

told us the reason the ABCA did Dot rebid each ofthese conhacts u,rs that the ABCA was sarisfied

with the quelity of the accountiog and legal services being provided by these vendon.

we recommend the ABCA comply with Sections 3.3 aDd 7.1 of the Division of

Purchasing's Policies and Pr@€durEs Hardbook alrd make every effort !o obtai! the best available

price for services requested

AsencJ)'s R6poLse

AA cortrucfr wete sw,$.Ied snd &ewkd sccordhg to the WV StQte Parchrslng

Dhlslons lnstructlon&

Awardhs of Franchlse Llcetrs€i

The passage ofHouse BiI 3 023 mrndated the ABCA aod the Retsil Liquor Lic.ensing

Board (rhe Board) to rebid liquor licenses for an additional ten yean begiming July I, 2000. All

licens€s within the 98 zones in West Viryinia were initially rebid on Marcb 3, 2000. The following

t
I
I
I
t
I
I
I
I
I
3

I
I
t
I
t
I
t
I
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table susunarizes the results from the fiIst round ofbids and each succ€ssive round which was held

though June 30, 2002.

Bld Date
Routrd Eeld

| 03t03t2000

2 06ny2000

3 t0t05/2000

4 A4^7t2002

Total

No. of Fratrchls€s
Awarded

148

l2

4

5

Amount
Redlzxd

s20,640,u2.1 5

1,025,108.00

561,700.00

215.903.00

s22.M3.553.75

Potential bidders are requircd !o submit their bids to the Divisio! of Purcbasing,

DEpartment of AdministBtio!- It is tbe responsibility of the Division of Purcbasing to baudle the

receipt and safeguarding of competitive, sealed bids arrd to open thoso bids on the designated bid

opening .lete. After tbe bid opening prccess ha! b€sn coEplete4 Tide I 75, Series 5, S€ction 9.2. I

rcquires the Dircctor of the Puchasing Divisio4 by affidavit, to cqtiff the name of each bidder, the

amount bi4 ard whether the bid was submined timely and in correct forn, aod h&ve the Shre Police

deliver all of the bi& and the affidavit to the Commissioner's omce or !o his designee. However,

we loted where the ABCA did not rccaive a signed affidavit fiom the Director ofthe Purchasiog

Division certiffing the rcsults ofeither the third or fourth round ofbids.

Representatives fiom the accounting firm ofsmith, Cocbran and Hicks, CPAS were

present at the bid openiags for the tbird and fourth rounds. The ABCA conhacted with this fun in

July 1999 !o prcvide accoutting services rclated to the bidding offiaochise licenses. According !o

the ABCA'S conrpkoller, the ABCA eogaged this firm to ensure the integrity ofthe bid procers as

well as having a professional accounting firm ceni! the bid rcsulfs. Once the bids for these two
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routrds were opele4 representatives from Smith, C@bran and Hicks' CPAS took custody ofthe bids

for *re purpose ofwaluating the bids to detlrmine the highest bidder for each fi'anchise license bid'

Whsn the higbest bidden had been determined the accouutiag frrm repressntatives reported this

information !o the Retail Liquor Licensing Board.

Title I75, Series 5, Section 9.2.1 ofthe ABcA's t€gislative Rule for the Licensing

ofRetail Liquor Stores states in pan:

". . . After the bid opening process is completed' the Director of the

Purcha:ing Division, sball, by Affidavi! certifr the name of each

bidder, the smouDt bi4 atrd whether the bid wss submitted timely and

in correct form, and bave the state Police deliver all of the bids and

the Affidavit !o the CoEmissiotrer's ofFc€ or !o his designee."

By not requiring the Dircclor ofthe Purcbasing Division to certiry the bid results by

signed affidavit pdor to tuming the bid docrmenrado! over to the Commissioner's desigoated

representatives, the ABCA is Dot complyhg with goveming I€gislative Rules to mainhin the

integrity of the bid proces for &anchise licenses. According to the compholler, the reason the

ABCA did not rEquirc the Purcbasing Division to certiry by afEdavit the results of the bids fiom

these two rourds was due to the presence ofthe ABCA'g rcpr€sentatives (Smitb' Cochran & Eickst

CPAS) at each bid opening and the small number ofbids received fiom each round Since there were

only a handfirl ofbids received at each bid opening, r€Pes€fiatives from Smith, Cocbrao & Hicks'

cPAs simply took custody of these bids for evaluatioD-

We recommend tbe ABCA comply with Title 175, Series 5, S€ction 9'2'l ofthe

ABCA'S l€gislatjve Rnle for the Lic€Dsilg of Retail Uquor Slorcs.

I
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ApenE's R5ponse

SmfiIr, Cochran & Illcks ytqs confiscted to cerdr! the Frolchlse bA r6ula, Wy

Purchatlltg DMslot , as weII as the accout tlngfrn, wos btvolved and praent d aU bld openlngs

snd rccordcd the bU smoun6 x'hlch were cerdfrcdto the ABQI b! the acllant'tgfrrn ofsnu\

Cochrslt & HlciJ, We wlll hnmedlaav nk the Purchoslltg Dlrccttr, llt ttrlthg, to provtde 6 a

cedfuulon o! all btds conducTed, h ,he Purchasbtg DMslons ofrca

Pnrchase of Computer Equlpment For
The Omc4 ofthe Secretarv ofTax atrd Reyerue

On November I 5, 2002, subsequent to the audit rcport date, the ABCA ordercd and

paid for computer equipment lotaling $ I I , I 26.00 on behalfofthe Office oftbe Secretary ofTax and

Revenue using monies from the General Ad&inistEtive AccouqL

Cbapt€r 60, tuticle 3, Section l8 of rhe West Vtginia Codg as ameDde4 states:

'The operating fund ofthe commissioner, heretrofore qeat€d i.n the
state t€asury, is hereby continued and sball be a revolving firnd from
which all operatioD and administration expens€s ofthe commissioDer
shall be paid. AII mooeys aouect€d by the coEmissioDer sball be
credited to the operating fund until tbat fund reaches ar amount
sufficient for the cu.r€nt and routine requbements ofthe office ofthe
West Viryinia. alcohol beveragg control coomissioBer, this anount
!o be not in excess of the amount hereinbefore Drovided in section
fifteen ofthis article."

The ABCA is paying for expeDses that do nor diectly benefit the ABCA. Purchasing

compuler equipment on behalf of auother State agsncy results ilr Eonies from the Genelal

A.lminiitative Account being udlized for purposes not intended by State tsw. Atso, by pucbasing

this equipmelrt on behalfof the Secretary's Office effectively results in the ABCA subsidizing tbe

operatioDs ofthe Seqetary's Office. The ABCA is classified under the purview of the Deparment

of Tax ard Revenue. As a rcsult, whe! the Secretary's Office of the Deparhent of Tax and



Revenue rEquests the ABCA !o pay a portioD of its expenses, the ABCA cmplies s'ith the rcquesl

We spoke with the ABCA'S compfiouer concerning the purchase of computer equipm€nt for the

se€retary's office totaling $ I I , I 26.00. she stat€d that the ABCA dG not have a forEal wriEsn

request from the Secretary's Office requesting the purchase of this equipment. The ABCA wss

contact€d alld asked to buy specific corrputs equipmsnt for administative pelsonnel in the

s€cretary's offic€. The ABCA bougbt the equipmetrt and placed the equipment on thek invenlory

but the ABCA does not have acc€ss !o or use ofthis comput€r equipmenl

We rccommend the ABCA comply with Cbaplq 60, Article 3, Section I 8 ofthe West

Viginia Code, as amended.

Asenq's Rdponse

No rdponse-

Ass€ssment of Fe€s Wthout statutor.v Authorlty

During our audit ofliceosing reveaueq the ABCA charyed appticants for a claes A

or B retail liceDse a $20 fee for criminal backgrouod checks 'r'ithout statulory suthority. The ABCA

itrstucts applicab to submit'Record Request Check Cads" ald a $20 processing fee for each card

with their license application for criminal background checks; the State Police Crini.nal

Identification Bureau (Cts) processes these cards and cbarges the ABCA a $20 fee for each

background check perfomed We noted in all instances where a criminal backgroud check ofa

licensee was required, the ABCA assessed the licensee a $20 proc€ssing fee.

The following table details the total amount ofCIB fees couected from license6 aqd

reinUursenents made to the Departmsnt ofPublic Saftty duriog the 2001 and 2002 fircal years.
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Total CIB Fe€s Colected

$40,320.00

$44,,1{i0.00

Since the ABCA do€s lot mahlain accounting records !o reconcile the rumber of"Recod Request

Check Cads" and fe€6 received from license applicants to the amounB charged by the D€partuent

ofPublic Safety, we were unable o deternine ifthe fees collected from [cense aPplicants wEre for

the reimbussments made to tbe Department ofPubtic Safety. AIso, tbe ABCA is classirying the

CIB fees received as rweuues instead ofas reimbusements ofan expenditure.

Section 175-2-3.1 .6 of the l€gislative Rule for Private Club LiceDsing requires the

ABCA to cooduct I crimiDal backgrouud check on all applicaltB as follows:

"Arrest recor4 if atry, of the applicant and if the applicant be 8
corporation or assciation or limited ljability company the ancst
record, if any, of the ofEcels, dircctors, nembers arrd mtnFgers or
stewerds including disposition of same. (All applicants wi be

checked through the Crimiml Identification Bureau of the

Department of Public Safety.)"

Also, for pe$oos applying for a Class B retail beer license the ABCA'S policy is to have crimiml

background checks performed on applicants to delqmi[e compliatrce with Chaptq I I , futicle I 6,

section 8 of the west virginia code, as amsnde4 which states it] part:

". . . (O That the applicart is not iacqc€rated and has not during the

five years immedialely precediag the date ofsaid application been

convicted ofa felony. . . "

The ABCA's policy ofcharging applicants for a retail licelse I $20 fee to colduct

a criminal background check allows the ABCA !o couect Bnd expend monies which undEr state lew

the ABCA is not authorized !o collect. The ABCA'S compholler stated the $20 fee assess€d license

Flscal Y€ar

2001

2002

Total RelEbunements Made
to DeDarL of Publlc Safdv

$30,100.00

$34,620.00
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applic€nts to conduct a criminal background check is ass€ssed !o reimburse the ABCA for

exp€nditures !o be madc to the State Police.

Also, during our audit ofmisc€llaneous Ievenues' we noted where the ABCA was

chaging inter9sted pqsons unauthodzed rsport charges for requesting various reports' IDterest€d

persons catr obtaitr such reports from the ABCA as copi€s oflic€nse files, bail.rnent inveDtory pnce

cstalogs, distiller rcpods reflecting monthly sales of bailneDt stock by franchise, and other

miscellaneous reports. Depending on the type of report rqueste4 the ABCA charges intercsted

persons an applicsble rcport chargp in acclrdance with the following rate schedule:

ReportName Formaa Cherge

660 Report Priqted Had CoPy $50.00 per retailer - no per

page cnarge

Printed Hard Copy 550.00 per Disdller

Disk or Upload $50.00 per disk + S10.00 p€r

Distiller

License Files Printed Had Copy $25.00 + '10 cents Per palp

Price Books Additional Copies $20.00 each

Enforaement Frcedom
of loformation Files Hard Copy $ I 0.00 + '25 ceots per paep

Additionally, the ABCA cbarged iqtercsted peGons fees for attending either a TEAM

(Training and Education on Alcohol ic Managemenl) or TIPS (TEiniry for lntrrvention Proc€dures)

seminar conduc&d by the ABCA. These programs are otrered to liceusees and their employeG to

train psrticipants about serving/selling alcoholic beverages respoDsibly' Persons afteDding aTEAM

traiDing seminar were assessed a $20 participation fee, while persor:s attending a TIPS seminar were

assessed a $30 participation fee. There is no sta$lory authority for the fees chsrged'

BVN 150

BVN t50
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The ABCA'S compholler lold us the ABCA chargps inteEsted p€rsons a rcpoft

charge for providing copies ofrequested documents to recover the cost of Foviding such copies.

She also told us the ABCA cbarges each participalt iD a TEAI{/TIPS seminar a participation fee to

help defiay cost of matsrials.

We reported in our previous audit whEre the ABCA was charging licensees aud

ilterested persons these same fees. The ABCA ststed in response to this provious filding tha! they

would inctude thes€ charges in a legislative nrle which bssn't b€en done.

We recommend the ABCA discontinue charying fees that arc not authorized by

statute !o license applicants and inlerest€d psrso$.

Aeerrat's R?sDonse

We wlII revlew our sysun ollee collectlons and dernpt lo gd leglslodon or chsnge

ABCA ral6 & regulrdotls to suwrt thern ,oherc netassqz.

WIU{al| Orders

Title 175, Series l, SectioD 4.7.6. of the I€gislative Rule for Retail LiceDsee

Operations states that stores can utilize a! ordering procedure called a 'will+all" as e supplement

to the regular ordering procedure to order additional stock mqchandise. Also, Section4.7.6.b ofihis

same mle limits the number ofces€s which can be ordered as a 'lvill-call" order to t€n cas€s or less

ofalcobolic liquor. There were nine instances out of 13 'will-call" orde6 teste4 where the ABCA

allowed rctailels to place'will<all" orders for more than ten cases as follows:
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Totrl Nnmber of
Store Number Store Name Order Date Cas€s Ordered

460 7-ELEVEN#28303 11116100 21

472 GDSH Distributors, Lrc lll28l00 lll
425 Rite Aid #3702 06128101 175

556 soutbddge spirits 07130101 15

532 Spirits, EIc 09120101 2s

558 B & S Beverage Bam 0ll2U02 23

532 Spirits, ETC 0Yl3l02 12

425 Rite Aid #37m 04/17102 52

556 Sourhidgp spidts 06lla02 12

TiUe 175, Series l, Sectio! 4.7.6. of the tegislative Rule for Retail Ucensee

Opqations, states i! part:

'4.7.6. frEr pick-up procedue C\riI-ca[J.

4.7.6.a- Ttre retail liquor store alay order slcoholic liquors aod pick

up its order al the ABCC warebouse. This procedure is available or y
as a supplement to the regutar ordering procedur€ and should not be

used to cLcumvent the regular ordering procedure.

4.7.6.b. Alcoholic liquor sold in this manqer will be sold only in full
c€se lots not exceediqg ten (10). . . ."

The ABCA is not complying with Title I 75, Series I , Sectioo 4.7.6. ofthe kgislative

Rule for Retail Licensee Operalions cotrc€ming'rvill-call" orders placed by rebilen. TheABCA'S

practice is !o allow retailers !o order as many cases as needed for orders cls&sified as a'Vill-call"

order.

We rccommend the ABCA comply with Title 175, Series 1, Section 4.7.6. of the

l€gislative Rule for Retail Lic€nsee opeEtioDs conceming'\vill-call" ordeE.
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Agenc.v's R6ponse

WA uU Uquor orders ore kept to a |l)-cose order qcqt h condldoB of an

emerge nufrrrc- We endeavor to heq, oaf ret&lletf, h unloneer stadlons and asslst ln keqlng

thelr busbws'funelonw. We wU btcla.Ia s change bt our reguldont to qlow ut to uqast w l
qll orden 6 nec^sqry.

ACCOUNTING:

PqvEept of PHH Credlt Card Mortbly Blungs

During the period July l, 2000 tbrough June 30, 2002, the ABCA leased vehicles

fiom the DepartmEnt of Administration's Fleet Mamgsmflt OfEce for the use of its enforcenent

personnel and some adninistrative officials (such as the coEmi$sioner aBd deputy cosmissiorcrs).

Each Ieased vchicle is assigned a PHH qedit card which is us€d for purcbasing gasoline and paying

for major atrd minor car rcpairs. The Fleet MaDsgement Office will pay the qedit card company

(PHII) on a moDthly basis for all outsta[ding qedit c€d charges incuned by PHH card users and

then s€€k rcimburs€mEnt ftom each State agency for the amouot of charges incurred by its

employe€s.

The ABCA is apFoving for payment the monthly billings received ftom the Fleet

Management Omce which are nathematically fuuccurale. Each montbly bi[hg provides aD

itemizatiotr ofeach c€rdholder's individual cha€es. For gasoliae purchases made by a cadholder,

the Eouthly billing shows the qualtity of galloDs puchase4 price per gauoD, and totsl sale price.

However, upoD attempting to recalculale the total sales price for several ofthese traDsactions, we

noted the total sales price reflected on the monthly biling was mathenaticaUy iDaccware bas€d on

price per gallon and quantity puchased In each case, our rEc€lculation rcsulted in an over charge
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based on the actual quantity of gallols pucbased multiplied by the actual price per gallon as

rcflected on the mo hly billing.

In additioq we noted the ABCA was not reviewing each montbly billirg for the

mileage entered by each PHH credit cardholder fiom the odomeGr of tbe cardholder's assigned

vehicle each time a gasoline purcbase was made. Upon revie'xing the ABCA's monthly billitrgs' we

noted cardholdeN would enter the salxe Eileage aEount for successive gasoliBe pwcbas€s or would

Enter mileage amoults for successivc purchas€s which fluctuated between higher ald lowr mileage

amounts rather than rcJlect progressive mileage readings.

Chapter 5A, tuticle 8, Sectio! 9 ofthe West VLginia Code, as amende4 siates in
palt:

'The head of each agsncy shall . . . (b) Make aqd maintain records

containing adequate and proper d@umentation of the organization,
functions, policies, decisione, procedures and essential hansactions

ofthe agency designed !o fumish information to prolect the legsl and

financiat rights for ths state ald of per8oDs directly affected by the
agency's activities . . ."

In addition, Chapter 12, Article 3, Section 9 ofthe West Viryinia code states:

"Every board or omc€I authodzed by law to issue requisitions upon
the auditor for psymEff of money out of the state tr€asury, sball,
before any zuch rnoney is paid out ofthe state treasury, cqtiry b the

auditor that the money for which such requisition is made is needed

for present us€ for the purposes for which it was appropriated; and

the auditor shsll Dot issue his warmnt !o pay any money out ofthe
stale tre€sury uDl68 he is satisfied that the sanae is needed for present

use for such purpos€s.-

By not rwiewing vendor iuvoices for mathematical accuracy pdor !o approving the

vendor invoice for psymEnt, the ABCA may be over paying for services rendered Also, the ABCA

not reviewing the mileage amounts on each monttrly billing, which are eDtercd by cardholdem s'hen
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makiDg gasoline pwchases, may allow cardholders the opportuDity to make gasotine purchases with

their PHH qedit cad for their own persoaal use.

The ABCA'S comptrouer told us ABCA pqsonnel do trot fully revieqf for

Eathematical accurary the PHH credit card nontbly billings prior to apprcving these mont!.ly

billings for paymenL She further stated she assumed these montbly billiDgs were akeady

nathematica.lly accurate sinc€ eacb monthly billiqg is a compuler geDerated invoic€. In additioD, she

explained tbat the mileage amounts pertainitg !o each cardholder's garcIine purcbases as reflected

on each montbly billi[g arc not lEvicwed to ensure esch c€rdholder is only using their pIlH credit

card for authorized use.

Finally, we reviewed the inspector records of four inspectors for the period July I ,

2000 tbrough June 30, 2002. Three of these iDspectors who drove a leas€d vehicle during work

hous to perform iD+ectiols were not required to ke€p a daily log speci$ing the number ofmiles

driven during each work day aDd the destinations of travel. Ifa detaited log is not nai[tained it is

difficult to veriry the vehicle was used for business purposes as required by Title 148, Sedes 3,

SectioD 9.3.

Title 148, Series 3, Section 9.3 ofthe DepsrtEent of Administcarion's Procedural

Rule for Stale Owtred Vehicles stales in part:

'9.3 Use by Primarily One Enplo)€e

When a State owned vehicle is leased for Sra& business use by
primarily one smployee, the vehicle . . . (b) can[ot be used for
penoDal purposes except for commuting ard rninimel p6qpl
convenience, i.e., slopping for meals while eaveling . . ."

-70-



We recommend the ABCA complywith Chapter5A, tuticle 8, Section 9 of the West

viryinia Code, as amended: Chapter 12, tuticte 3, Section 9 of the West Viryinis Code; ard Title

l4E, Series 3, Section 9.3 ofthe D€,partmetrt ofAdmiDish?tion's Prredural Rule for state Owned

vehicles. we firrther I'ecoDmetrd the ABCA review each PHII cr€dit cald montbly billing for

completeness aod malhematicd accuacy to ensure billings arg correct atrd purchases are for tle

benefit ofthe state.

AeenE's Rdponse

we have ctnttcted the WV Purchaslng DMslon snd lhe PflE credu card ofrce

regadlng th* bllltng tltacanrucl&. Drlf.ers hove beea oMsed tlvt mllaage must be retorded

prope ! when maffing gasolfurc ptrchasa lle hove becn o6*ei bY PEE ofrclQls thal

ssfqusrds hav be"tt pul tn place bt thdr sfstem that wlll ako monllor the mlleage rqo*d'

Deposltloe of LlceNlng ReYenu€8 to
Wrotrg Accortra R€3ulthg ln Excss Cash Balance

During our audit of licensing revenues, we Doted in all 16 iD$8nces tested where

private club lic€nse fees tolalil]g $ I 7,000.00 colected by the ABCA were deposited to the ABCA's

Gsneral Adminishative Account rsther thaD being directly deposited to the state General Revenue

Fund: two illstaoces (all iDstaoces tested) of privat€ wine restaurart ticens6 fe€s totaling $500'00

collected by the ABCA and deposit€d !o the General Administrative Account rather than to the wile

License Special Account; ad one instanc€ (ooly instance tested) where a $50.00 wine distributor

sa.les reprcsentative fee colected by the ABCA was dsposited !o the Wine License Special Revenue

Operating Account rather tban to the Wine LiceDse Special Accounl

The following table details the amouns ofeach fee collected by the ABCA durirg

the 2001 and 2002 fiscal Yean.
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Llcen$e Fee

Priva& Club

Private Wine Restaurant

Wine DsL Sales Rep.

F Y 2001

$1,696,925.00

s 29,375.00

s 2,225.00

FY 2002

$1,910220.00

$ 3412s.00

$ 2,300.00

The collection and disposition ofprivate club liceose fees are addressed by Chapter

60, Article 7, Section 6 ofthe \#est Virginia Code, as amended which states in pad:

". . . (d) All such fees 6bal be paid by the commissioner to the shle
treasuer atrd credited to the general revenue fi:nd of the Sta!e."

The dis?osition of wiqe licerse fees is addressed by Chapt€r 60, tuticle 8, Section

24(a) ofthe West Virginia Code, as amende4 which $ar€s:

'All fees collected by the commissiotrer under the provisions ofthis
article shall be deposited in the staie tleasury and credit€d lo a special
ftad o be known as the'lr/ine licetrse sp€cial find." AI money8 in
such specisl fi.nd may be expended ooly for the administ'alion ofthe
provisions of this anicle or, to thc extsqt of any excess, for the
arlrninishation ofthis cbapler or as may be appropriate by law."

By not d@ositilrg moDies collected !o tbe appropriate accounts, the ABCA may be

sperding funds for purposes not hteuded by the West Viryinia Code. The ABCA'S comptoUer lold

u8 private club license fe€s collected by the ABCA are deposited initially !o the Geoeral

Administ'ative Account and theD periodica[y trErsferred !o the State General Revenue Fund as part

ofthe liquorprofits traDsfened throughout the fisc4l year. As to monies derived fiom the collection

ofprivate eine restaurant license fees atrd wine distribulor sales reprcsentative lic€Dse fe€s not being

deposited !o the Wine Ucense Special Account, the comptooller was urable !o provide us with a

reasonable explanation other than to say this decision to deposit these specifc wine tic€Dse fees to

olher accounts was mutually age€d upon by a psst ABCA ad m ini st'atiotr aod the Deparhent ofTax

ard Revenue.
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Each fiscal year the ABCA is requiEd to periodically transfer a designated amount

ofliquor profib !o the ShIe Genelal Revenue Fund in accordance with the revenue schedule set forth

in the Govemor's Budget The comptroUer fidher stated tbese monies are not iEmediately

d@osited to the State GenEral Revenue Futrd becaus€ the ABCA ne€ds these monies to operafe on

during the fiscal y€aq thus, for this reason these monies ale incorporated into the liquor profit

transfem which occur over the course of tbe fiscal year.

Cbapter 60, Article 3, Section l7 ofthe West Virginis code, as amende4 staies in

part:

"The coomissioner, with the approval of thg state treasurer, sball
prescribe regulations for the handling and depositing ofall moneys

co[ected bythe conmissiooer. All rec€ipts accruing to and availsble
for the general revenue firnd ir exc€ss of the requirements of the

operating firnd and license fee and additional sales tax imposed by the
provisions ofthis chapter shall be rcmitted by the cammissioner to
tle st8le teasury mouthly within fifte€! days next after the end of
each calendaf, month. ..-

Additionally, chapter 60, Article 3, Section l8 ofthe West viryinia code, as anende4 stat€s:

"The operating fimd ofthe commissioner, heretoforc created in the

state treasury, is hereby continued and shall be a revolving frud fiom
which all operation and administratiou expenses ofthe commissioner
shau be paid All morcys collected by the comrnissiona shall be

cr€dited to the oper*ing filld until tba! fuBd resches an a.mount
sufEcient for the cunent and rcutiDe requiFments ofthe omce ofthe
West Virginia alcohol beverage cootrol commiasionEr, this snount
!o be not in excess of the amount hereinbefore prcvided in sectioo

fifteen of this article."

ln additio!, the State Auditor's Account Stratus Report iadicaiB rhe elding c€sh

balance ofthe General A.lminisuative Accourt for the 2001 and 2002 fisc€l yesls was $6,355,989.72

and $6,566,542.26, respectively. Based on the ending cash balance for each fiscal year, we beliwe
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the ABCA could transfer more monies from this account !o the State General Reveuue Fund in

accordance with Chapter 60, Article 3, Sections l7 and 18 of the West viryinia Code which provide

for monies to be crcdited !o the operating frrnd until the fimd reqches an anount sufficient for the

aurr€nt and putine rcquirements ofthe ABC{ The transfer offte additional monies to the Genersl

Revenue Fund would then be available for appropriatioD by the Legislature.

We rcponed in our prcvious audit the lack ofcontrol proc€dues over the depositing

ofprivate club license fees !o the State Geneml Revenue Fund" The aforementioned iDstanc€s of

noncompliance clearly indicate the ABCA continues to b€ iq Doncompliance with the statutes

goveming the clllection and depositing ofprivate club license fe€s.

We recommsnd the Alcohol Beverage Control Adrninistration comply with Cbapter

60, Article 3, Sections 17 and lE of the wesl vi€inia code, as amende4 Cbapter 60, tuticle 7,

section 6 ofthe west virginia code, as amendeq ard chaptEr 60, Article 8, Section 24(a) ofthe

West Virgiaia Code, as amended.

Agenqv's R6ponse

AA ABCA sccouna ,,lll he rcr,lened and procedard o! dePostb ,eA be changed

when necassDL

Non-Sufnclent Electro c Furds Transfers (EFfs)

As noted in our previous two audits, the ABCA contilues to sccept EFI payments

fiom reteilers after two DoD-sufEcient EFTS have been received during a calendar year. Specifically,

we noted where the ABCA cootinued !o allow a lotal ofsev€n retailer8 o pay for liquor orden filled

from the ABCA'S bailrneDt i[ventoryvia an Electonic Funds Transfer (EFt) payment even thowh

the retailer had at least two non-sumcient responses for EFTs during the same caleudar year. Based
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on the ABCA'S records, thes€ seven retailers submitted 49 non-Eufficient EFf6 for fiscal years 2001

aDd 2002 lotaling $413,543.35.

Genersly, these NSF payments werc submitted !o the State Treasuy once 8nd then

resubmitled following an initial NSF rcspotrse. Following the occurrence ofa s€€ond NSF rcspons€

to I prcperly executed EFI paynent rclaliqg to these retailers in any one calendar year, the ABCA

shonld have immediat€ly Equted these retaileB to subEit payment for subsequent orders i|] the

form ofa certified chech cashier's check, or money order. However, agency records indicated the

ABCA atlowed tbree of these storEs !o continue paying for liquor orders by EFT even after the

occurenc€ of two NSF respons$ in a calendar year.

Agency recods also indicated the ABCA did evsntually requirc the four remaini[g

storcs !o pay for subsequeru orders with a cashisr's check or money ordsr but oot immediately

following the occurrence ofa second NSF response. We ooted the ABCA allowed one ofthese

retailers m resume msking payment by EFf for liquor orders on December 21, 2001. However,

agency personnel were uDable to provide a reasonable explarafion for allowing this retailer !o

resule malcing payment for liquor orders by EFI.

Title 175, Series l, section 4-6.2.c. of the Iegislative Rule for Retai.t Licensee

ODerations states:

*4.6.2.c. Any EFT which is not completed due !o non-sumcient
funds wil preclude further processing ofliquor orders to the lic€nsee
by ABCC until payoetrt is actually received. lo atry calendar year
where the CommissioDer receives two (2) non-sufficient fi.ud
r€sponses to s properly executed EFI from a licensee's ba-nk account
fifther liquor orders ofthe licensee will only be shipped after the
Commissioner's rec€ipt of a certified checl casbjer's check or
money order for the fuU amount ofthe order st least rwEnty-four (24)
bours prior to delivery."
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Ifthe ABCA allows retailers who have previously submitted non-sufficient EFTS !o

continue to mske payment by EFT for liquor orders, the ABCA may risk not receiving proper

payme from a retailer for au order before the order has b€€n delivered m the retailer. According

to tbe ABCA'S comptroUer, the ABCA's policy is !o ilstust, after rctificatioq fron the State

Tre€sury a! EFf was non-sufficient, the State Tressury to resubmit the EFf for p&,menl lfthe EFf

is subsequently rctumed for a s€cond time, the ABCA then considers the EFf notr-sufficienl.

We recommend the ABCA comply with Title 175, Serie,s I, Section 4.6.2.c. of the

L€gislative Rule for Retail Licensee operations.

Agencvt| R€sponse

We hwe qerlcnced problems wtth some raatlen rqa ng theb EFT dqosla

sltd hcvetrledto worhv,fih thern to r^olve thern The ABCA hos lost tto mone! through rel&ller

llqwr parchas&. We wlII tnsdgote chuga llt our reguldlons lo qllol' us to be more oblectlve

bt lhls areq.

Stqte Purchasl-ps Csrd Transacdotrs

During our review of cash disbusements, we noted mrmerous instatc€s of

noncompliatrc€ by the ABCA of the Stale Auditor's Purchasing Cad Poljcies and Procedu€$ One

ABCA employee bad charged trsvel related exp€ns€s lotalilg $ I ,498.00onto their Stale pucbasiog

card" Thes€ t'avel related expenses werc for pa),ment ofairfare for enfurcement pelsoDnel to atrEnd

ao out-of-sta[e seminar. Section 6.6 ofthe West Viryinia Stale Audilor's Purchasing Card Policies

and Procedues Handbook states:

"6.6 Re3ficted Items: Payment for the fouowing items m8y not be

made using the purchasing card:

r Alcoholic Bevemges

r Cash Advances
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! t,eggl Servic€s

r Fircams

t hsurance

r Membqships

r Tax Reportable Services

I Tel€.phondcell Phone Services

r Tlavel Relaled Gasoline

I Tmvel Related Expenses

r Building tras€s

r Encumbercd Contracts

r FloweN for individualdpersonal puposes (including funerals,
S€cretary's day, birthdays, etc.)

The purchasir:g card may trot be used to rcceive cash or cash
qedits."

By speudirg modes without statutory authority, the ABCA Eay be spendiog monies

for purposes not intended by State law. Agency personnel told us the puchasing cadholder

erroneously charged these expenses on his purchasing card and was subsequendy instrucred tbat he

was not to pay for such cbarges with his purchasing card.

Also, we noted pEchasing cad cbarges totaling $400. I 6 wele not support€d by credit

card Ec€ipts. These charges were for misc-ellaoeous equipment puchases and postal and Aeight

charges. Section 7.1 of the w€st viryinia St4!e Auditor's State Puchasing Csrd Policies &

kocedues states in part:

"Recglgb: An itenized receipt must be obtained for eacb tsansaction
placed on the csrd A receipt Eust contain certain specific
iDfomution and meet certain couditioDs. . . ."
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The ABCA processed purchasing card payEeots without the proper documentatiou

to support the purcbases. Thercfor, we could not veri& the typ€6 of disbussmena and whether

they berefitted the ABCA- Upon requesE agency pErsonnel were uable to locate the qedit card

rcceipts supporting these fqosactions.

We recommend the ABCA comply pith the west Virginia State Auditor's State

Purcbasing Card Policies & Procedures.

Asenq's Responae

It wts an error by an empwee to use the wrcng credu eqrd lor trovel spensgs.

He has slnce been afrsed of that enot.

Exc€rs Cash Balancc Not Trapsfened
to General Revenue ln s Tlmelv Manrer

Subsequent to the close out of the 2000 fiscal year, the ABCA did not hsosfer

$62,E32.,$ in excess monies from the Non-lrloicating Beer Enforcem€nt Accoutlt !o the G€neral

Revenue firnd ir a timely maDner. Stale law rcquire6 that any fuIIds in the Non-InloxicatiDg B€er

Edorcament Accourt in excess of$20,000 al the end ofeach fiscal year should be tnnsfened !o tbe

State GeneEl ReveDue Furd We noted the Non-lntoxicstiDg Beer Enforcament Account had an

ending cash balance on June 30, 2000 of $82,832.40. The endirg c€sh balance exceeds the

authorized fund balance by $62,832.40. The ABCA ransfened $62,832.00 on octobe! 18, 2000 to

thc GEneral ReYenue Fmd

Cbapler I l, tuticle 16, Section 23(b) of tle West virginia code' 88 amende4 states

". . . At the end of each fiscal year all fiuds in the Doninloxicatirg
beer cDforc€ment filtrd in excess of twenty thousand dollars shall be

transferred to the genEral revenue fund"

in pan:



The exc€ss frrnds i! the Non-latoxicating Beer Enforc€msnt Account wele not

deposited timely to the StBte General RevEnue Fund in noncompliance with the aforementioned

statute. Thus, the Stale Genersl Revenue Fund was withow the use of these funds imnedistrly

following the end ofthe fiscal year. The comptroller lold us the ABCA usually trallsfels aoy exc€ss

fillds !o the GeDeral Revenue Fuud after they Ec€ive the Accouut Stahrs Report ftom the Stale

Audilor's Offic€ for Econciliation ofthe accounL She said she is not aware ofwhy there was a time

delay in the tra.nsfer.

We rvported in our previous audit where the ABCA had not hsnsfsned the excess

balance b€ing mainlained in the Non-IrloKicating Beer Enforcement Account in a timely ma.oller !o

the General Revenue Fund- The aforementiotred instanc€ of DoDcomplislce clearly indicates the

ABCA bas Dot taken the necessary steps to eDsure the timely haDsfer ofany exc€ss monies fiom this

accou[t to the General Revenue Fuad-

we rccommend the ABCA comply 'xith Chapler I I , tuticle I 6, Section 23(b) of the

West Virginia Codg as amended.

Aee,tE's R6ponse

mere |tere some oc@unt bqluclng lssuss thol delayed the tswlet lron lhe

Enforcement account to lhe General Revenue qtaunt ln FY2000.

Eoulpment Inventorv

Of the 92 equipment invenlory ifrms included in our test sample, we troted six (O

insta[ces where equipment irveDtoryitems totaling $4,1,9.83 y/ereDot taggFdwithstate tags. These

itsms includrd 8 digital camcra" printer, stereo syst€rr, sweeper, 8nd two frx machines. Also, there

werc l8 iostances where equipment invenlory items were not [sted oD the ABCA'S Fixed Assets

Listing. These items are detailed in the following table:
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State
Tag/Serlal
Number

8706

8344

E280

8009

8304

02010868

oct066l7

8343

8628

8656

&98

8400

4440

8614

8557

u26

8599

E636

Acqulsldotr
Dste

0u27t03

0l/01/90

0U0u90

02n0198

0l /01/90

03n4t02

l0/10/00

MI20l0r

06/L8r02

06r28/02

UDknown

02f2uo2

UD.known

06/18102

01125102

04t0a02

o6n8/02

06/2U02

Asstged
Item Locadon

Wiae Division

EDforc€ment

DaI4 Pr@essing

Warchouse

Warehouse

Wine Division

Acclunting

Ucensing

EDforc€mgnt

Enforcement

Enforcemed

Enforcemeld

Etrforcement

EDforcemetrt

EDforcemqnt

EDforcemeut

Enforcement

Enforcement

Item Dsscrlpdon

HP Lasedet 1200

Olympus P-300 Photo PrhEr

HP Scanner

PCS Computer

Compaq DeskPro

Fax Machine

Fax Machine

HP taserjet 2200

Home Base (Scauer)

Vehicle Base (Scanner)

Fax Machire

IIP Deshiet Prirter

4Dmwer FiIe Cabinel

Home Base (Scanner)

Vehicle Base (Scoma)

HP Deskjet Prhtsr

Homc Base (Sc€ltleD

Vebicle Base (Scauner)

The HP I-aseDet 2200 printer li$ed above, with an acquisition cosr of$ I ,45 6.00, was also uot Dsted

in the WVFIMS Fixed Aseet SWem.
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Seation 3.1I of the Deparbnent of Adninistration's Invenlory ManagEment and

Suplus Property Disposition Handb@k states ilr part,

i. I I Identlflcadon Tags: All equipmeut over $ I ,000 will bave a
numbered equipment identiEcstion tag and ftar equipnent wil be

entered ifto the WVFIMS Fixed Aeset syrten. Agency's wil be
responsible for obieining and placing the Foper tags on all equipment
under tbeir judsdiction- Tags are to be ptaced on all items of
property/equipment in such a manlrer that it may be ezsily seen and
read . . ."

Lrventory items not tagged with state tags or added to the agency's equipment

inventory could be converted to persoDal use silce the agency i8 not properly accounting for these

iteDs. We spoke with the ABCA employee responsible for maintaining the ABCA'S equipment

iDveDtory rccords. He stated that sometimes the state lags fall off and are not replar€d. He also

Btated rh,t ifa! equiFnent item is not listed in the agency's fixed assets systel!, then he was not

given alr Added Property form in ordEr to add it !o the inveDtory.

Additionally, the ABCA purchased camera equipment on Juoe 21, 2001 totaling

$7,003.15 fi-om MEniI Photo Supply Co. for which the ABCA was uDable to provide writteu bids

for this purcbase. Section 6.1.3 oftbe West Virginia Purchasing Division's Policies aud Procedures

Handbook states in part:

'Puchaees $5,000.01 to $10,000: A minimum of thrce (3) wrlttetr
bids are re4uirdn when possible,

A Reqr€st for Quotadons form, WV43, or TTAM-Generrted
RFP/RFQ (S€e Appendix A) should be used for docunenting and
making th€se rcquests. I-n all cas€s, state agencies must attempt to
obtai.q at least tbEe (3) written bids for a prcduct or servic€. A 'ho
bid" is not considered a bid An Agency Purchase Order or TEAM
generstd Purchsse Order is r€{uired Fax bids are acceptable. ..."
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If the ABCA bad obtained tbrc€ written bids, the possibility exists that the ABCA

could have puchrs€d the equipment fiom a different vendor al a lower price. According !o the

curent pwchasing manager, she stated tbat the Fevious pucbasing manager (who hanr[ed this

plEsba.se) did not prope y document this purabase.

We rcclmmend the ABCA comply with Section 3.1I of the D€parhent of

Adminisu'ation's lovenlory Management and suplus Propefty Disposition llandbook and Section

6.1.3 of the we6t virgida Puchasirg Divi8ion's Po[cies ard Procedu€s Handboolc

Asenqv's R€sponse

The eqabma{hventory ls counfed &td uprl4ud 4l the end ofeqchfscal fear. We

are bt the pmc?t olreelet hg ABCA e4ulpment lnventor! reporS and updadnE ouril6.

Trede Show Expendltur€f

The ABCA corducts a trade show annually; a trade show was held at Pipeslem Resort

Stale Park dudrg the 2001 fiscal ye€r ard at Flatwoods, WV dudng the 2002 fiscal year. The

pupose of the trade show is to offer a one day discourlt to privale retail liquor stores by the

distilleries that sell liquor in the State of west Virginia The show allows the distiuery

Fpresenhtiyes and the retail store owneB to meet each other ard b€cme familiar with the plpducts

that are ayailable to stock in the rctail slores. During our audit ofnade show expenditues, we noted

the ABCA bcld a frade show during the 2001 aud 2002 fiscal yea$ with an estiloated cost (le€s

reiEbursements from distilleE) of$?,75 0 and $8,300, resp€ctively, without obtaining approval from

the Purchasing Dvision in noncompliance witb the Division ofPurabsing's Policies and Procedures

Handbook. The total expenditsrcs associated with rhe holding ofeach trade show arc detailed in the

followine schedule:
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F"r 2001

$ 9,329.00

666.33

4.t42.77

$14.138. t 0

*No labor costs associated with the holding of the tade sbows had been

calculated by the ABCA; thus, we had to estimale th€se cosa.

The ABCA's role in the t'ade sho../ was to provide the coDference rooE, assist in set-

up ofdisplay ables, take liquor orderq provide security, and perform rbe registration process. The

ABCA charged distillen for display tables ($ I 00) ard soft &inks to helP deft'ay the ABcA's costs.

For the 2001 fiscal year, we determined iobl costs ofholding the hade show (labor costs, Ktom

rental and travel expenses) wEre $14,138.10 ad Eimbusements from distileF totaled $6,388.15

for a difere[ce of$7,749.95. Also, for the 2002 fiscal year we determined total costs ofholding the

tlade shol, 0abor costs, room rental, and travel expq$es) were $ I 5,73 8.56 and reimbusemEnts ftom

distille$ lohled $7,443.70 for a differeBce of$8294.86.

h addition, the ABCA paid $49.00 in lodging expenses for a person to sttend the

September 2000 trade show held at Pipestem Resort Stale Park. This perso! assisted with a TEAM

training seminar held in conjunction with the trade show. Howevel, this persoD was not smployed

by the ABCA or under coDtEct with tbe ABCA; thus, the ABCA should not baYe paid for this

individual's lodging expsDses.

Type of Expendlture

Labor Co6ts'

Room Rental

Travel Expenses

Total

Fv 2002

$ 9,214.00

2,3t3.@

a)11 a1

qt s 7'lR 56
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Section 9.14 of the West Virginia Purchasing Dvision's Policies and Procedures

Haldbook stat6:

'9.14 Promodonal: AII promotiotral it€trs, events or finctions
esti-mated to exce€d $5,000 must bave prior approval of the Travel
Management Office oflhe Purchasing Divisioq while those costing

$5,000 or less may be submiEed for payment without approval of the

Purchasing DvisioD- Promotional expendinres may include display
boorhs, promotional items at trade shows or similar events.

Promotional items, except for sole soulce itsms shall be puchased
under the normal purcbasing guidelines."

Inaddition,Chrpter60,Anicle3,Sectionl8ofthewestVirginiaCode,ssamende4stat€sinpa,

'The operating firnd ofthe commissioner, berctofore created in the

stale treasury, is hereby coDtilued at1d shall be a reYolving fund ftoE
which all operation and a.lmi h isfiation exp€ns€s ofthe com.urissioner

shatl b€ paid . . ."

By spending monies without stafutory authority, the ABCA may b€ spending monies

for pupos€s not illtended by State law. The ABCA'S comptroUer told us that she did not believe

the ABCA needed the approval of the DivisioD of PurchasiDg !o conduct its annual nade show.

Additionalty, she agreed the ABCA should not have paid the aforementioned person's lodging

experses since this persoD was not so smployee of the ABCA or under contract with the ABc.d

We reported in ow prwious audit the ABCA had not attained the required approval

of the Dvision of Purchashg !o hold its annual trade shows. The ABCA sated it wodd follow

purchasing guidelines in the fimre regerding h?de show expenditue$ However, the afor€Dentio!€d

irstanc€s of Dorcomplianc€ clearly indicate the ABCA conthues !o hold its annual trade shows

without obreining the Division ofPurchasing's approval.

We recommend the ABCA comply s.ith S€ction 9. I 4 ofihe West Virginia Purcbasing

Division's Poljcies and Procedues Handbook. We fiuther recommend the ABCA comply with

Chapter 60, Article 3, Sectioo l8 ofthe West Virginia Code, as amended
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Apencv's Raoonse

We wlU obtaln approwl lor ABCA tade shows Wemet tlttg purch$lng

gtdeUnd ln Ureluaue

Bailmert Fees

Of the 50 psymeuts made !o distillers which were included in our test sample, we

noted 28 iDstanc€s totaling $21 ,09 I . I 5 where the ABCA did not charge the distiller for bailllent fe€s

immediately upon the poducts being delivercdb the wsrehouse. These 28 instanc€s rprcsented

all hstances in our test sample where bailnent fe€6 were owed by a distiller. The ABCA curently

bills each distillEr for baiLrnent fees on a semi-montt y basis by deducting the amount owed for

bailmeDt fees ftom the amount due the distiller for the cas6 ofbailment stock withdrawn ftom their

invenlory m'int'ined at the warehouse. The ABCA utilizes this practice to coUect bailmEnt fees

from distillers rather tban require disti ers to pay aqy Dec€ssary bailnent fees upon delivering their

product to the ABCA warehouse.

Tide 175, Series 6, Section I l.l ofthe I-egislative Rule on Bailllent Policies and

Proc€dues stales:

"11.1. Suppliers doing business with ABCC under tle bailment
inventory syslem will be charged for routine warchousing sereices,
6ucb cbarges cdI be due and owing at the time the prcduct is
deliver€d to the ABCC warehouse. The amount ofsuch charges wi.ll
be inposed by aduinistrative notices filed in the State Register."

When the ABCA first established its bailrnent invenlory system, the ABCA had

difficulty in having distilleF to remit payment for bailnent fees aftsr being invoiced. Accoding !o

the ABCA'S comptroUer, due to these difficulties the ABCA started to deduct the aDor.nt for any

bailment fee charges from tlrc amount due to the distiuer esch semi-monthly period for the cases

t
t
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I
t
I
t
I
I
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withdrawn from thsir inventory at the warehouse. The ABCA employs this practice to eDsl[e the

agency is properly compensated by distrllers for any bailment fee cbarges owed.

we recoEmeod the ABCA seek to amsnd the aforementioned kgisla$ive Rule to

allow the practice ofdeducting the amount for bail&ent fee chargB from the amount due the distiller

for withdrawals of their stock ftom bailment inventory if they believe this to b€ the most efficisnt

method We further recommend the ABCA comply with Title I 75, Series 6, S€ctioD I I . I of the

t€gislative Rule on Bailment Policie and Ploc€dules until the lule cb8!ges.

Aeenqr's Rqponse

The ABCA recorb bolhnentlea whea the po.Iuct ls rccetved bt the x'^rehouse

sn.I thql are deducfed from paymatt a vendors on the lf srd l4st day of eqch montlL Thls

q$ur6 rccetpt of aMqtlnen fe6 dae- We w l btd4te chang$ b ou rcgaldons lo rcfled lhls

procedufe.

Not Followlns Prrchasltrs R€sdadong

During our review ofcasb disbusements for the period July I , 2000 to June 3 0, 2002,

we test€d 50 traDsactions. There $,erc two transactions where the ABCA paid $152.27 to Don's

Disposal SEreic€, Inc. for hash hauting services aDd $223.85 to Tri Star Paging atrd Wireless for

pager services. Agency records indicae totsl payments made !o these vendors for the ss.me services

dudrg the 2001 and 2002 fiscal yea$ were as follows:

Flscal Y€ar vetrdor Naqe Type oftra$acdon Amornt

2001 Don's Disposal Serice, Inc. Trash bauliog seric€s $1,799.12

2001 Tri Star Paging and wireless Paging sereic€s $1,976.09

2002 Tri Star Paging and Wireless Paging services $3,339,27
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We norcd the ABCA paid for the trash hauting services without requfuiDg an WV-88 Agency

Puchas€ Order or wV-4E Agreement form be completed The ABCA also paid for paging serviccs

without solicitilg bids fiom other prospective vendors.

Sectioo 9.22 of the west vbginia Purcbasing Division's Policies and Procedures

Handbook sbtes:

'922 Udlldes (Regulated Servlc€s by the Prbllc Servlce
ComnlssloD): (l'tawql gas, wateL sewage, electric, telephone,
garbage, cable televbion service, conncction fea, trash hauling and
dumpster rentol [if only on PSC epproved hauler is in lhe area]).
AgeDcy Purchase order, !l'V-88 or Agreemert, Wv-48' is
required for cable service aod hash hauling itl excess of$1,000 per
year. Propane gas and coal must be competitively bid Utilities arc
exempt from beiag bid through the Purchasing Division-"

In addition, sectiou 6.1.2 of the west virginia Purcbasing Division's Polici* and Proc€dues

Handbook states, in part:

'.6.1rhrchasB $1,000.01 to $5,000: A midmum of tlree (3) veftal
bids we rqftrd, when possible.

Bids shall be documented and rccorded for public record. fsee
AppendLt B for Verbal BU Quotadon Summorf form, ,W49). At)
Agency Purchsse OdeL WV-88, or TEAM-Genersted Parchase
order ir rwuired for purcbases exceeding $ 1,000. Awards are to be

made oDIy to vendors who are properly registered with the Purchasing
Division- Fax bids are acceptable."

Agency personnel could not locate either a wv-88 Agency Purchase der or wv48

AgreeEeut to suppolt the payments Eade to the vendor providing trash hauling services. Also, the

purchasing -,nnger told us that Tri Sbr Paging and wircle$s does not have conracts with its

customers sinc€ it bills its customers on a month !o moDtl basis. If the ABCA bad obtained tbree

wdtten bids for the6e paging services, the possibility exists that the ABCA could bave reained the

s€rvices ofa different vendor for a lower Dnce.
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We recommend the ABCA comply with the West Viryinia Purcbasing Division's

Policies and Procedures llaldbook.

AEatE's Rdponse

Our ParchqslnE lunctlon has been chattged ond aU efora are bdltg made to

amply wth all purchaslag gud"fines.

Patment of State sales Tax or Jatrltorlal Servlc€s

Tbe ABCA le€s€s its mai! office beadquarteE loca&d at 322 70' Sfe€t, S. E. in the

City of Cbarleston, Ksnawba County, west virgini4 fiom the DckfuNon Fuel Company, Inc. As

pan ofthe lease agreement between the ABCA and this vendor, the ABCA ageed to be respoDsible

forjanilodal sereic€s. During the period Juty 1 , 2000, tbrough June 30, 2002, we noted Dicki.Dson

Fuel Co. utilized tbe services of I janitorial sereic€s coopatry !o maintaio the ABCA Main Offic€.

Dcki.Dson Fue[ Co. would pay thisjaDitorial sereices compaDy for services r€ndEred aod then would

bill the ABCA for reimbursernent- Escb monthly billing submiEed to the ABCA for reimbusemem

anounted to $1,855.00, s105.00 0f which was for rcimburs€ment of state sales tax. In the 22

ilstatlc€s dud-og the audit period where the ABCA wrs bi[ed for reimburseEent ofthesejanitorial

services, we noted the ABCA paid a tolal of$2, 3 I 0.00 h State sales tax as palt ofthe total aEoulrt

reimbursed-

The lease agreement b€tween the ABCA and Dickinson Fuel Compauy, Inc.,

addEss€s utrlities alrd other relaJetl services in Dan as follows:

"The l,€ssee covenaots that Tena$ s.il be r€spoDsible for utilities,
janilorial services, minor maintenance (such as light bulbs and filters
of IIVAC $sterns replacement, e!c.) and other related services

requircd for the Tenant's proper use ofthe leosed premises. . ."
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Iq additioA Cbapter I l, Article 15, Section 9 ofthe West Virginia Code, as arnendd addresses in

part those pelsons or entities who are exempt from paying State sales tax:

"(a) Exenptions for which qemption cenificare nay be lssued.- A
person baving a right or claim to any exemption set forth in this
subs€ction may, in fieu ofpaying the tax ilrposed by this article and

filing e claim for refun4 execute a certificate of exemption, in the

form rcquired by the tax commissioner, and deliver it to the vendor
of the propeny or service, in the maDner requiEd by the tax
commissioner. HowevEr, the tax commissioDer may, by rule, sp€ciry

those exemptions authorized in this subsection for which exemption
cerrificaks arc not pquircd The following sales oftangible pelsonal
property and services ale exempt as provided in this subsectiou:

. . . (3) Sal€s of properfy or sereic€s !o this state, its ilstitutioos or
subdivisioDs, govemmentd uDits, institutions or suMivisions of othel
stales: Provided, Tbat the lsw of the other state provides the same

exemptioD to governmental units or suHivisions of this state and o
the United States, including agencies of federal, state, or local
govemments for distribution in public welfere or reliefwork . . ."

The ABCA is over reimbusing Dckinsoo Fuel Co. for providing jadtorial sewic€s

to mai[tain the ABCA Main Office. Upon speaking with the ABCA'S compkouer, she told us she

believes the ABCA is required bo firlly reinburse Dckttson Fuel Co. for these jauitorial services

since the ABCA is r€$ponsible forjaniorial servic€6 under the lease agreemenL

We recoEmend the ABCA comply with the terrns and conditions of the lease

ageenent betpeen the ABCA and Dckinsoo Fuel Company, Inc., as well as, Chapter I I, Aficle

15, Section 9 ofthe West virginia Code, as amended.

Agenqt's Rqponse

We wIA no bnger W stde soles tax6 on anylhlng.
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PERSONAL SERVICFS:

Slck strd Amual Leave

Durhg our review ofthe leave records for 20 employees" we noted two irstalces

where two employees' monthly time sheets were Dot signed by a responsible supervisory official,

four instances where three employees' sic!/annual leave ueage was not properly deducted ftom their

cumulative sic!:/a.Dnual leave balance, three instances where two employees' sick and /or amual

leave was lot properly sccrue4 and one instance wherc the inconect lumber ofhours was reingtated

to an emplo],e€'s aDnual leave balance fton donated leave nol used-

As the result of the ABCA lot properly deducting hows of sick/aDnual leave taken

fiom employees' leave recorr4 the June 30, 2002 aDlual leave balance of two employees vas

ovestated by a total of 26.59 hou$. ln additio!, one enployee'e June 30, 2002 sick leave balsnc€

was undeNtatld by 3.75 hou$, wbile snother employee's sick leave balaBc€ was overstated by 7.50

hou$.

Regading the tbrc€ iDstances whele two employees' sictr/aDnual leave was not

properly accrud one employee's June 30, 2002 sick and annual leave balauces wqe calculat€d

itrcoEectly as the r€6ult ofagsDcy personnel imprcperly accruing his sic!/amual leave wbile the

employee was on a medical leave ofabsence. As a r€6ult ofthese errors, this employee's sick leave

balance was overstated by 1.74 hours and his arnual leave balarce *'as overstated 2.34 hours.

As ofJue 30, 2000, the second employee's aanual lsave acqual rate wss I I .25 hours

Fr mooth. Howwer, we recalcuLatal this employee's years ofservice as ofJune 30, 2000 to be I I

y€ars. She began emplolmentwith the ABCA on Seplenber l, 1998. Prior to being fllployedwith

the ABCd she bad servic€ q€dit totalil]g 9 y€als and 2 months. Therefore, as of July I, 1999, this
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employee reached I O yeaB ofsersic€ aod her accrual rate shoutd have beeu increas€d to I 3. I 3 hou$

per month. The employee's amual leave accrual was changed by tbe payoll office to 13.13 hou$

per month as ofAugust l, 2001. Tberefore, her annual leave balance c,as utrderstat€d 1.88 hours for

25 Eontbs which totals 47.00 hours (6.27 days) ofannusl leave.

Finally, one employee donated 26 houn ofannual leave to another employee during

Dec€mber 2000. However, there was oDly need for the payroll omce to use l4 hous ofthat leave.

A total of l6 hous of auual leave was reinstated to the donatilg emplo).ee's amual leave balance,

when only 12 hours should bave been reiDstated. Therefore, this employee's annual leave balance

is overstated 4 hours as ofJune 30, 2002.

Chapter 5A, Article 8, Section 9 ofthe West viryinia code, as anende4 $ar$ in

pan:

"The head ofeach agency shall: . . . (b) Make and maintaiu records
containing adequale and proper documentation ofthe organizatioD,
functions, policies, decisions, prccadur€s snd essential tr8lsactioos
ofthe sgency designed !o fiunish information lo protect the legal and

financial dghts for the state and ofpersoDs diFctly affected by the
agenay's activities. . . ."

Also, Section 14.14 of tle Division of PersoDrel'B Administsative Rule states:

'14.14. I€ave Records - Each agncy sball maintaitr a curent l€ave

record of its emplo)'ees' accrued and used leave. Fach €mploye€
shall hsve access !o his or her leave r€cords subj ect to tbe appropdate
agency's established rutes. Supervisors alld employees shall aEest !o
the accumcy of the records oD a periodia basis, but not less than twice
amually."

The ABCA not maintaining accwate sick and aDnual leave balanc€s could lead to

employees being underpaid or overpaid for lmp sum payments for 8!y utrus€d annusl leave upotr

their retirement/resignation or could adversely affect an employee's retircment amuity or the amount
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ofextqded health ilsurance coverage an employee would be entitled !o receive for any unused sick

leave.

The payroll supervisor told us the aforementioned erro$ were the r€sult ofclerical

erron made by her office snd have been corre{ted However, 56s 'lis'gre'd with our filding

conceming the employee whose atrqual leave balance was undqstated because to the wrolg acsual

rate was uti.tized based on a! iucorrect number ofyeaF ofsereice. She stated ftret she tried to Yeriry

the employee's prior service several times including speaking with the employee. she does 8ot

believe she vas rcquircd !o count the euploye€'s prior service until it was verified and that she sees

no reason to retroactively credit this employee for the 25 months prior to the smployee providing her

service i-Dformation.

We recommend the ABCA comply with s€ctiotr 14. 14 ofthe Division ofPersonnel's

A.tmihiqhative Rulg as well as' cbapter 5A, Article 8, scction 9 of the west virginia Code, as

amended.

Agenq's R€F'rorlse

AII were clerlcst erors snd conected when posslble. The cltvlslon ol Peaonnel ls

ahoqn conucud when o prcblem wfuh pollc! b encoanhred.

WAR.EEOUSE OPERATIONS:

Ballment Itrve orv

As we reported in our previous audit the ABCA is accepting delivery ofproduct not

authorized for sale from suppliers. During ourphysical coutrt ofbailment iDventory, we noted the

ABCA allowed a distiller to deliver eight c€ses ofdelisted irventory to the warehouse. The ABCA

had delisted bottle code 2415 -B &BD.O.M. but still accepted delivery ofthe prcducl Also, a
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further review of agency Ecords showed that the following delisted ilems 8rc currently bsing

maintained ir the ABCA warehouse as of May 19,2003.
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Nq

I

2

3

5

7

8

9

l0

ll
t2

l4

l5

I6

t'7

18

t9

20

2L

22

Bottle
Code

70

252

t42l

1439

t440

t442

1444

t446

t447

1848

t8'79

1881

24'76

4t55

4662

4664

4666

4667

4668

4670

46'7 |

4730

D€scrlpdor

BOMBAY ON-PREMIS

OLD FORESTER BIR

SURFACE MINER

KY PRIDE tO YR

NOAH'S MILL 15 YR

KY VINTAGE

RO\YAN CREEK 12 YR

PURE KY XO 12 YR

PADRE GOLD TEQ

PORFIDIO PIATA T

FIRST GUILD HONE

FIRST GUILD PREM

BENEDICTINE DOM

TEMPO TRIPLE SEC

JACQUN CR DE ME

JACQUIN CR DE ME

JACQUIN CR DE CA

JACQUIN CR DE CA

JACQIJIN CR DE CA

JACQUIN SLOE GIN

JACQIJIN ROCK,TRYE

ROYALE MONTAINE

No. ofcares
ln Stock

I

5

22

I

I

3

I

3

2

59

2

I

o

2

1

3

o

l0

29

35
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Botde
No. Code

23 4733

24 4737

25 4744

26 4972

2'.1 4914

28 50,1{}

29 5M9

Descrlodon

JACQUIN SAMBUCA

JACQIJIN CREAM DE

JACQIJIN TRIPLB S

JACQU]N WF RUM/W

JACQUIN WF RlJlvt/G

CANTON GINGER LQ

CANTON GINGER LQ

No. of Cases

ln Saock

34

12

o

24

l9

48

?o

M6Total Numbs! of Cas€s on Hand

As reported in our prior audit, we also noted the dcstruction of [quor was performed

by the same employee who prepares the "Report of toss ald Damage - Afrdavit of Claim" foros.

These forEs are used !o account for uDsaleable prcduct due to daEsge snd assigns respoDsibility for

the claim - such as distiller, truck or ABCA liabiuty. Itr addition, we not€d itrdieidurl liquor botdes

that becaoe separated from damaged case packs in a paller These bottles are placed in an area

separate ftom the bailEent stock in the bottle hospital. The warehouse persoDnel wait until the

iDventory anounts are depleted on the palet to obtain the damaged case. The ABCA do€s not

maintain an iN€ntory of tbese hdividual bottles as part of their computerized inventory records

noting the cbange of location of the liquor. However, a bandw uetr list by bonte code is kept in a

notebook.

Chapler 5A, tuticle 8, Section 9 of the West Virginia Code, as ancnded, states in

"The head ofeach agency shall: . . . O) Make alxd maintain records
confaining adequate and proper documentation of the organizatioq

p8n:
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frrnctions, policies, decisions, procedures and essential transactioDs

ofthe agetrcy designed !o fumish idormation to protest the legal atrd

fuuncial rights for the state and ofpersons directty affected by the
agency's activities. . . ."

Also, Tide 175, Series 6, Sections 4.2,4.3,4.4 a'id' 4.5 swq,

"4.2 Suppliers arc requircd to notiry ABCC warchouse p€rsomel at
least forty-eigbt (48) hours in advance ofshipment ofqu&rtities, by
code, of product b€ing delivered to the ABCC Warehouse. The
supplier will be provided with aa unloading rcference lumber at the
time ABCC is notified ofshipEent

4.3 The shipmEnt \vill not be accepted i fthe quatrtities !o be delivered
will place the warchouse inventory of the product being delivered
over the maximum level. The supplier will be notified of such

nonacc{ptanc€ within 24 houls oforigilal notification"

4.4 The supplier will be r€sponsibte for obtaining the fteight csrier.
The supplier must prcvide the cerrier with tbe ABCC unloading
refercnce numb€r.

4.5 The carrisr is requircd to c€U the ABCC warchouse to obtain an

ulloadiqg appointment time. The carder must indicale the supplier
and the ABCC urloading reference number when scheduling the
appointmeNrt Carriers should call at least one (l) workiug day in
advance to arrange the unloading time. Trucks srriving without
appoirrments and refErence numbels c/ill not be uDlo€ded."

The ABCA should stengtheD conrcls over shipEeNrts to ensue the cofiect number

of cases are ship@ and aca€pt from suppliers only ploduct available for sale by the State.

Accepblc€ ofdelisted stock by warehouse personnel usually occun because the distillers were not

nodrying the warehouse of quantities and codes ofprcduct to b€ delivered by calling ahead for a

reference nrmbsr. Also, some distillers do not have their own fieight carriers, therefore, when

delisted or excess itrvenlory is delivsred the freight csrrier will not retum these items to the distiller.

ABCA peGolnel will atleEpt to cotrtact the distiller anaDge pick up of the delist€d slock. We
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believe the ABCA should Dot accept respoDsibility for shipments ofursaleable liquorard impl€ment

the criteria noted above.

Next, we believe the destruction ofproduct shou.ld bc performed or witressed by

someone other than the employee preparing the claim forms. Also, liquor bodles that becotne

separated fi-orn damaged case packs in s pallet are plac€d in a sepante area fiom the bailment slock

without this change being reflected in the agency's cmputerized i[ventory ststem. Although the

separated bottles are accounted for in the bailoent invenlory, the ABCA shotdd maurtain an

additional inventory in their compuler systetn for these boules due io the laation change ia the

warchouse.

We reported in our previous audit the lack of contol procedues over the acc€phnce

of cielisted stock, destruction of defective merchandise, ald irvEntory of botdes which become

separsled fion dqE aged cas€s. However, the afoGmeDtioned ilstances of rcncompliance clearly

indicate the ABCA bss not streDgthened its system of inlemal confols to ad&ess these issues.

We recommerd the ABCA comply with Chapler 54, Article 8, Sectioo 9 of the West

Viryinia Code, as amende4 and Title I75, Series 6 ofthe kgislarive Rule for Bailmsnt Policiesald

Procedures.

Agenq"s RdDonse

Segegodon of dutla ln the worehouse wlII be ra'lewed. The ABCA llquor

lnventorllscou ed on s dalb rutqtlon bqsls and compared wlth the amputer generated rcpora.

Thls hcllrcld the bofrte hosptlal wherc the lttventtr! ls recorded as stote ownel Qrd aII boales are

accountcdlon Addltlonally, the endre warehouse ls auduett twlce esch leu b! q phplcal aunt

thd k bshncedwfih thecomputer geneTded report orlglnodngw&h eah rccetpt ofa prodad and
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esch ssle t! s rd&ller. Each vandor supplytng profurca to oar warchouse ls ser,,t weehly, seml

monrhly attdmonthv rcpora oftheb lttventorf levc-k The ABCA Uqaor lm'enlory systQnt assurgs

as thcl we ue aearulalJ, acctanttng tot all Uquor houted h oar ,tarehousa

The ABCA has Jormed a commlttee ao eumbtde all Mlsted ttens trom our

warehous4 Lellen hcve besn wrttten ro suwllers lnstradlng thern to make omngemerrls to plck

up thdr prodlrcis or glee us btstrucions to datfioy the produ6. lle have elso aleaed the llquor

supplkrs thot stoch outag$ N'A no longer be ralerdcd ond prcducls th&l qre not ov&llable wA

be de sted.

Not Mon-ltorhs Inventor.v Levels of Ballment stock

The ABCA is oot adequately monitoring invenlory levels of the various bottle codes

maintained as part of bailment invenlory. Ac4ording to Titte 175, Series 6, Section 9.1, the

maximum bvenlory level for an item is a 60 supply based on a one-y€ar average consumptioD for

each bocle code. This inventory is to be Fviewed qusrterly and recomputed on a forecasted sales

basis. Holvever, the AIICA is curently basing their maxilnum inventory levels on I I 2 week supply.

Duri.Dg oul physical coun! of bailrnent iDvenlory, we noted some bonle codes were over the

oaximur il]venlory level as calculal€d by the ABCA as follows:

I
I
I
I
I
I
!
t
t
t
I
I
I
I
I
I
I
I
I

BotUe
No Code Descrlpdor

I 1607 BACARDILIGM

2 4169 BOWMAN'S VIRGIN1A

3 421 AMAREI-TO DIAMOR

4 882 JOSE CTJERVO ESPE

5 112 GEORGEDICKEL#8

Actud No. of Cases

Count Over Max.

l3E3 581

566 200

218 88

)JJ O/

753 270

12 Weeks
Case Sal€s

802

366

130

483
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NO,

6

7

8

9

IO

ll
t2

l3

t4

t5

lo

l'1

'18

Bofile
Code

3334

2t3

5424

4170

6146

257

535

4846

501

573

596

565

568

12 Weeks
Case Sales

630

t473

t42

8

6

3

7

l3

3

I

I

Descrlpdon

ABSOLIJT VODKA

CALVERT LDN GIN

SMIRNOFF EO

BOWMAN'S VIRGINIA

KUTSKOVA VODKA

CICLON

SKY BERRY

BACARDI GOLD

MAT'I TROPICAL

BACARDI RAZZ

BACARDI PRTY BAH

BACARDI VANILT.A

BACARDI COCO

Total

Actual No. of Cas€s
Coutrt ()ver Max.

1335 '105

6'7 44

t924 451

184 42

43 39

t02 94

36 30

70 67

30 23

122 109

5'7 54

74 73

74 73

7.511 3.010

Title 175, Sedes 6, Sectioos 9.1 and 9.2 state,

'9.1 The preapproved level will be a sixty{ay (60) supply based otr

a oDe-'€ar (1) avelage coDsumption for €ach code.

9.2 ABCC will set a maximum level of inventory of esch itsm in
storage."

Also, Tide 175, Series 6, Section 4.3 states,

'14.3 The shipment will not be accspted if the quantities to be

deliyeled x.ill place the warehouse invenory of the product being
delivEred over the msximm level. The supplier will be notified of
such nonacceptance within 24 hou$ oforiginal notificstioL"
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The occurrences ofexcess slock (above the maximum invenmry level for a specific

boule code) being maintained a! the warehouse is because the ABCA does not monitor the invemory

levels of the bailment stak Mainbining a stock of inventory for each botde aode is teft to the

responsibility ofthe distiller ad the ABCA does not intsrferc with this process.

We recommend the ABCA comply with Title I 75, Series 6, Sections 4.3,9.1 ,andg.2

ofthe I€gislative Rule for Bailment Policies alxd Procedures.

Aselcv's R$ponse

Segrqdon ol dutla ln the worehouJe wU be retlated- The ABCA Auor

ILetttor! Is caunted on a dsll! rotdltn b4.tb and comparcd wlth the compulet generqted rcpora.

Thls lncfuda the boale hosplral where the bwenlar! ls rccorded ss state ow'ned snd sll bottld ue

accoanredfor. A&illonalbt, the endre wqrehouJe 18 oa.I&ed twlce eqch year by a physkd counc

thd ls balanc"n L,Uh Ate computer generared report orlglltqdng teuh each rccelpt ofa protluct slrd

esch salz to o rcr4llen Eoch vendor suppffing produc8 to our wsrchouse ls sent wecw, seml

nonlwandmo Wrepora oftheb lnvenlory levels TheABCA Uquor btenlor! s!s7.m assura

us thst x'e arc actursteh) accounttng lor all llquor housed Ia our warehouse.

The ABCA has formed a ctmmllee tt eltmhate all del&ed tlems fiom our

Ltarchoasa Lders hote been v'rtret to suppllers lnstrucdltg them to make anongemena b plck

up theb prodac^ or glte us b\ttru.tlons to d61tc! rhe prodac6. We hste sho slqt"d the llqaor

suppllaE that sock ouug6 b,tll no lonEer be tlleruted and produds thal are nol avsll4ble wla

be dellsutl

I
I
I
I
I
t
I
I
I
I
I
I
I
I
I
I
I
I
t
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AUDITORS' OPIMON

Tbe Joint Coomitlc€ on Government and Financ€:

we have audited the stalemen! ofc€sh receipts, disbursements ard changes in cish balanc€ ofthe
West Vilgiria Alcohol Beverage Control AdoiniaeatioD for the y€ars endedJure 30,2002 snd June
30,2001. The finarcial stst€rnent is the Fsponsibility of the manageEeDt ofthe West Vkginia
Almhol Beverage Control Administration. Our responsibility is !o express atr opinion on tbe
filaocial statensnt based on our audiL

we colducted our audit i! accordalce with auditing standards gpnerally accepted in the United
SraFs ofAmedc€- Those st8ndards rcquirc thar we plan and perform the audit to obtain reasonable

assurance about whether the financial statement is free ofmaterial misstatsEenl A|r audit ircludes
qamining, on a test basis, evidence supporting the amoufts and disclosues in the financial
slatem€nt Alr audit also ircludes assessing the accounting principles used and significant estimares

made by management, as well as evaluating the overall financial statementprcsent8tioD- w9 believe
that our audit providw a reasonable basis for our opinion.

As describ€d i! Nole A the finansial statement was prspared on the c€sh basis ofaccounting which
is a comprehensive basis of accounting other than accounti[g principles gsnetally accQted in the
United Stat6 of America.

In our opinioo, the financial statement rcferred to sbove presents faily, in all materisl lEsp€cb, the
reveDues collected alrd expenses paid ofthe West Vhginia Alcohol Beverage Cotrtrol Admini$arion
for the years Ended June 30, 2002 ald June 30, 2001, on the basis ofaccounting described in Note

Our audit was conducted for the purpose of forming ao opinion on the basic financial statemeDt
taken as a whole. The supplemenhl information is presented for the pupose ofadditional analysis
and is not a rquired palt of the basic finansial statemenl Such information bas been subjected to
the auditbg praedures applied in the audit of the basic financial stabeEent an4 in our opinioD, is
fairly stated in all material Espects in reletior !o the basic financial statrment taken as a whole.

Respectfrrlly submine4

June 3, 2003

Auditors: Micbael A. House, CPA, Supewisor
Nei-l M. McEachro4 Jr., CPA, Auditor-incbarge
Amanda L. Poff
Trenton W. Morton
Willia.m H. J. SDenc€r. m

ative Post Audit Dvision
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WT-ST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

STATEMENT OF CASE RECEIPTS. DISEURSEMENTS

AND CEANGFS IN CASE BALANCE

Year End€d June 30.
2002 2001

I
I
I
I
I
I
I
I
I
t
I
I
I
I
I
t
I
I
I

Cash Recaipts:
Uquor Sales and License Fees

l€ss: Uquor Payments !o DistilleG

Proceeds fion I GYear ABCA Liquor Licens€ Sales
Gallonage Tax
Beer Tax
kivate club Ucense Fees

Other License and Pemit Fees
Beer Uc€nse Fees

Wine Lice$e Coltections
Etrforcement AccouDt Collections
Tobacco Settlement Fund MoDies
Miscellaneous Income

DisburseEents:
Personal Se(ices
Emplole Benefia
Cureut Exp€nses
Repai8 and Altemfions
EquipEeDt
Refirnds

cash Rec€ipts Over Disbusements

Trursfer !o General Revenue Fund 049G551

Traosfer to General Revenue Fund 049G553

Statutory Transfer Per Senate Bill 20 I 8

Beginning Balatrce

Ending Balance

See Noles lo Fbtanclal St&temenl

s52,879,252.44
4t.243.9t t.62
lt ,635,340.82

159,903.00
t228,559.28
7,391,882.00
|,9to,220.00

295,801.00
8',15,370.70

234,905.76
256,866.00
200,000.00

57.3'.18.23

t2,6ro,885.97

3460,935.44
I,159,135.08
1,866,910.34

3@,965.26
225,422.51

22;150.00
7.100.t t8.63

17,1,16,108.16

0.00

(16,833,405.06)

(150,000.00)

7.019.638.03

$ 7.182.34t. t3

$50,818,401.39
4t.56'7.rO3.20
92st298.19

'16t,700.00

1,0u,017.32
7 ,t33,t9'1 .20
|,696,925.O0

388,697.00
8t't,767.O7
223,01s.00
t4337O.OO
200,000.00
t53t4.67

12,444,061.26

3,t69,924.t4
1,085,87E.E1
|,972,3'73.92

50,483.29
I13,818.20
212.263.O0

6.6M.74t.36

I 5,090,620.09

(3200,000.00)

(16,277,8t3.s9)

. 0.00

t 1.406.83t.53

$ 7.019.638.03
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMIMSTRATION

II NOTES TO FINANCIAL STATEMENT

I
I xor".l - Accounai.ng Pollcy

I eccountlng Method: The cash basis ofaccountingwas followed forall accounts. Thercfore, cert!.in
r revenues 8nd the rctated assea are recognized when received rather than when eamed and certain

- expens€s are recogized when paid rather thsn when the obligation is incured- Accordingly the

I n*r"iof st4tem; is not intended to pres€nt financial position and results of operatiors in
- conforoity with generally accepted accounting principlB.

I
I Note B- Peu.slon Plan

I All eligible employees are memben ofthe West Viryioia Public Employees' Retireme Systsm.

I Employ€€ contrr'butions are 4.50lo of their compeDsation snd employe€s are vested uqder certain
circumstances. Tbe west Virginia Alcohol Bevemge Cootrol AdmidsEation matches cotrhibutioos

I at 9.5% ofthe compensation on which the employee made contributions. The we$tviryinia Alcohol

I Beverage Contol A.lminisuation's pension expetrditures for the 2001 eld 2002 fiscal y€a$ werc
as follows:

II Year Ended June 30.

I M 2oo3

Wine License Special Account (7351) $ 16,779.22 $ 18,737.17
I
I GeneEl AdmiDistrative Account (7352) 302.907.72 215.313.60

I 
t" stl9'685'e4 v9at5l.JL

I Note c - Accounts AdEhlstered by the wv Departmetrt of Tax and ReveEEe
I- tl" D"purt rent ofTax atrd Revenue was reslronsible for the cotlection and remithrxc€ oftaxes to

I the Genenl Revenue Fund dudrg the 2001 and 2002 fiscal yea.rs for the followiug:

T

I
t
I
I
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Total

Further, the Alcobol Beverage Conrol AdmidstratioD wss rc+onsible for collection ofcash receipts

for both the Wine License Special Revenue Operaling Accouut and the Wine License Special

Account for the 2001 and 2002 fiscal years as follows:

GalloDage Tsx Accoum (M9U575)

B€er Tax Account (049 I -5 I 5)

Year Ended June 30.

2002 2001

s1,228,559.28 $1,0&1,017.32

7.391.882,00 7.133.197.20

$E-62031!=Zi 8.1974452

Year Ended Ju|le 30.

20t2 2001

$ 2,300.00 $ 228.00

232.605.76 220.850.00

wAg sf, 5223,:0'5,p9

I
I
I
I
t
t
I
I
I
I
I
t
t
I
T

I
I
I
I

wine LiceDse Special Revenue
opeBting Account (7350)

wine Ucense special Account (7351)

Total

However, the Dspartment ofTax and Revenue made cash disbursemenb from the Wine Lic€lse
special Accoutrt during the 2001 aud 2002 fiscal years ss follows:

Year Ended June30.

2002 2001

Wine LiceDse Sp€cial Accouut (7351) s24[.926.83 $273.818.94
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WF,ST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMI]VSTRATION

STATEMENTS OF CASH RECEIPTS AND DISBURSEMENTS

GENERAL R.EVENUE

ABCA Couecdons Accoutrt -
hvste Llouor Store Llcars6 - Accoupt {1490-551

Beei.pning Balaoc€:
Stat€ Treasury

cash Receipts:
Proce€ds iiom l0-Year ABCA Liquor License Sales 0.00 200.000.00

TOTAL CASH TO ACCoT,NT FOR $________OO! $3200.000.00

T

I
I
I

Year Erded June 30.
2002 2001

0.00 $3,000,000.00

I
t
I
I
I
l
I
!
I
l
I
I
I
I
I

Disbulsemsnts:
TraDsfeE to General Revenue Fund of West Viryinia

Endiqg Balance:
Stat€ Treasury

TOTAL CASH ACCOLINTED FOR

ABCA Collecdols Accotrrt -
Statutory Transfers - Accoutrt (M90-553

Begi.Dning Balance:
State Trcasuy

Cash Rer€ipts:
StatutoryTEnsfe6 from Accounts 7352 and 7355

TOTAI CASH TO ACCOT]NT FOR

Disbusements:
Transfels to General Reveuue Fund ofWest Virginia

Ending Ba.lance:
State Tre€suy

TOTAL CASH ACCOUNTED FOR

0.00

$_-______0-04

7 .337 .593.08

s7.337.593.08

s7,337J93.08

0.00

$7.337.593.08

$3,200,000.00

0.00

$3200.000.00

$ 0.00

7 262.832,00

v2a,w.@

$'1262,832.@

0.00

s7 262.832.00

0.00

0.00
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WEST VIRGIMA ALCOEOL BEVDRAGE CONTROL ADMIMSTRATION

STATEMENTS OF CASH R.ECEIPTS AND DISBURSEMENTS

GENERAL REVENUE

ABCA Colecdors Account -
Galotrage Tax - Accourt M90-575

Begifling Balance:
State Tre€sury

Cash Rec€ipts:
Gallonage Tax

TOTAL CASH TO ACCOUNT FOR

Dsbulsements:
TraDsfers to General Revenue Frmd of West Virginia

Endilg Balarce:
Shte Tre€suy

TOTAT CASH ACCOUNTED FOR

ABCA - B€er Commftslon Getreral Admfulstradve
Accoutrt - Beer Tax - Accoutrt 0491-51 5

Beginning Batance:
Stat€ Treasury

Cash Rec€ip1s:
Beer Tax

TOTAI CASH TO ACCOTJNT FOR

Disbursgmentg:
Transfem !o ceneral Revenue Fund of West Virginia

Ending Balance:
Stale Treasury

TOTAL CASH ACCOUNTED FOR

Yeer Ended Jnne 30.
2002 2001

$ 0.00

1228.559.28

$1.228.559.28

$t,228,559.28

0.00

$ 1.228.559.28

s 0.00

7.391.882.00

$z39LErZ,0!

$7,391,882.00

0.00

$zJ91J820!

$ 0.00

t.06/.017.32

$1.0@.017.32

st ,0@,0t7 .32

$ I .0@1.01 7.3 2

$ 0.00

7 .t33.197 .20

v-JnJ9120

$7 ,133,t97 .20

0.00

$LL3:t19720
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WEST VIRGINIA ALCOSOL BE!'ERAGE CONTROL ADMIMSTRATION

STATEMENT OF CASE RECEIPTS AND DISBURSEMENTS

GENERAL REVENUE

ABCA - B€er CoEllrlsllon General Adml. stratlve Year Ended June 30.

Accontrt- Beer Llcers6 - Accourt tX91-516 2oO2 200f

t
I
I
I
I
I
I
I
I
I
t
t
I
I
I
I
I
I
t

Beginning Balanc€:

Stste Treasury

Cash Recaipts:
Beer License Fees

TOTAT CASH TO ACCOUNT FOR

Disbusemeots:
Transfers to Gele|al Revenue Fund of west virgiDia

Ending Balanc€:
State Treaswy

TOTAL CASH ACCOUNTED FOR

s 0.00

87s.370.70

$!75J70J0

$875,370.70

0.00

s87 5.3'70.70

0.00

8t7.767.O7

wy-J67LZ

$8t7,767.O7

0.00

$BllJgAT
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

STATEMENT OF CASE RECEIPTS. DISBIJRSEMENTS

AND CEANGES IN CASE BAI.ANCE

SPECIAL REVENUE

Wltre Llceme Speclal Revetrue OperadEs
Accoutrt - Accout 7350

C€sb Receipts:
Wine Dstributor Sales Representative Fees

DisburseEents

C€sh Receipts Over Disbussments

Beginnirg Bala[ce

Endhg Balance

Y€ar Ended June 30.
2002 2001

$ 2,300.00

0.00

2,300.00

2t.888.40

S24-188.,10

s 2225.00

0.00

2225.O0

t9.6$.q

s21.888.40
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

STATEMENT OF CASE RECEIPTS AND DISBURSEMENTS

T

I
I
t
I

SPECIAL REVENUE

Wltre Llcense Speclal Accoult - Cash
Control - Accourt 7351

Begil|ning Balance:
Statc Treasuy

Cash Rec€ipts:
V/ine Sales & DstributoNhip Lice$e & Iabel

Registration Fees

TOTAL CASH TO ACCOLINT FOR

DisburseBents:
PErsonal Services
Employee Benefits
Current Expenses
Equipment

Add TEnsmitals Paid Juty I -3 t Begilning; and

o-ess) Transninqls Paid July l-31 Erding:
Emploj,ee Betrefits
(Enployee Benefits)

Ending Balance:
Sbte Trcasury

TOTAL CASH ACCOUNTED FOR

Year Ended June 30.
2002 2001

$5M.166.83 $637,079.8s

232.605.'7 6

s8t6.772.s9

$176,622.47
62466.41

497.95
1.340.00

240,926.83

496.37
(212.27\
2U.t0

24t2t0.93

5'15.561.66

s816.712.59

220.850.00

s857.929.85

$197,479.18
70246.54
2,t69.22
3.924.00

273,818.94

440.45
G96.37]

(55,92)

273,'.t63.O2

s857-929.85

t
t
I
I
I
I
t
I
t
I
t
I
t
I
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WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMI]VSTRATION

STATEMENTS OF APPROPRIATIONS AND E)(PENDITURES

SPECIAL REVEI{I'E

W|.tre Llceree Account -
Personql Servlc€r - Account 7351-001

Appropdatiors

Expendinrre,s

Transmittals Paid After June 30

Balance

Wlne Llcense Account -
A|'-oual Ircremept - Accoupt 7351-0M

ApprcpriatioDB

Expeoditues

TBnsmittals Paid Ater June 30

Batance

Year Ended Jure 30.
2002

s219,8%.00

111111t A7

46,4'1t.53

s 46.47 t.s3

$ 3200.00

3.200.00
0.00

$_______0.00

2001

$215,528.00

t94.579.18
20,948.82

0.00

$ 20.948.82

$ 3,600.00

2.900.00
700.00

$ 700.00
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WF,ST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMIMSTRATION

STATEMENTS OF APPROPRIATIONS AND E)(PENDITURES

SPECTAL REVENUE

Year Ended June 30.

t
t
t
I
I
l
l
I
t
t
I
t
I
I
I
2

I
I
I

wlne Llcense Account -
Emplovee Betrellts - Ac{ourt 7351-010

Appropdations

Exp€nditures

Transmittals Paid After June 30

Balance

Wlrle Llcepse Account -
Utrcl$slfred - Accouia 7351-099

AppropriatioDs

Expendih[es

Tlansmittals Paid After Juoe 30

Balanc€

2n02

$ 78,029.00

62.466.41
15,562.59

2t2.27

s 15;774.86

$156,016.00

1 e,l? O<

154,178.05

$154.178.05

2001

$ 77,345.00

70246.54
7,098.46

496.37

$ 7.594.83

$156,016.00

6.O93.22
149,922.78

0.00

st49.922;18
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

STATEMENT OF CASE RECEIPTS AIID DISBURSEMENTS

SPECTAL REVENUE

T

a

I
I
IGeneral Admhlshatlve Account -

Cash Control - Account 7352

Begiming Balance:
Sble Treasury

Cash Receipts:
Liquor Sales
Proceeds from I0-Year ABCA Liquor Liceose Sales
Private Club License Fe€s

Other Uc€nse and Permit Fees

Tobacco Settlement Fund Monies
Miscellaneous Income

Year Ended June 30.
2002 2001

$ 6,355,989.72

52,879,252.44
159,903.00

t,910220.o0
295,801.00
200,000.@

57.378.23
55.502.554,67

$10,667,255.88

50,818,401.39
761,700.00

|,696,925.O0
388,697.00
200,000.00

l a '11a 61

53.881.038.06

t
t
I
I
I
1

T

I
E

I
t
I
I
I

TOTAI CASH TO ACCOIJNT FOR

-1t2-
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t
J

t
I
t

Y€ar Ended Jure 30

2002 2001

Disbusements:
PeFonal Services
Elrployee Benefits
Curent Exp€nses
Repai$ aod Alleratiols
Equipnent
Puchrse ofliquor
Refunds

Add TraDsmittals Paid July l-31
Beginning; and 0-€ss) Transmittals Paid
July l-31 Erding:

PersoDal Services
(Penonal Services)
Enployee Benefits
(Enployee Benefits)
CuneDt ExpeDs€s
(Curent Expenses)
Repai6 alrd AlteEtions
(R€paiE and AlteratioDs)
Equipnent
(Equipment)

TraDsfer !o cene|al Revenue Fund 0490-551

Traosfer !o General Revenue Fund 0490-553

Sta$tory Tmnsfer Per Senate Bill 20 I 8

Fnding Balsnce:
State Treasury

TOTAL CASH ACCOT'NTED FOR

s 328s249.22
1,O7823t.87
| ,648,Ot4.94

364,'.100.06

t8t,927.9'/
41243,9n.62

22.750.00
4'1,824,785.68

$ 2,972,97'1.21
1,0r 8,387.69
I,661,021.83

49,505.31
39,502.05

4t,567 ,t03.20
2t2.263,00

47,520,',760.29

(936.2s)
0.00

t8,t52;10
0.00
0.00
0.00
0.00
0.00
0.00
0.00

t7 2t6.45
47 ,842,002.13

0.00

7,300,000.00

150,000.00

6.566.542.26

s61.8s8.s44.39

( r,468.s0)
936.25

rsAs3.20
(18,1s2.70)
225,657.33

0.00
977.9E

0.00
4t,t40.37

271.543.93
47,792,3U.22

3,200,000.00

7200,000.00

0.00

6.355.989.72

s64.54293.94
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WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMIMSTRATION

STATEMENTS OF APPROPRHTIONS AI{D E)(PENDITIJRI,S

SPECIAL REVEI{IJE

T

t
I
I
I
I
I
I
I

General Admhlstradve Accoura -
Persopal Serelc6 - Accouna 7352-00I

AppropriatioDs

Expenditues

TraDsmittals Paid After June 30

Balance

General Admlnlstradye Accourt -
Auual Ircremert - Accouna 7352-0(X

Appropriations

Expenditues

Tmnsmittals Paid After JuDe 30

Balanca

Year Etrded June 30.
2002 2001

$3,509,802.00 $3,351,398.00

3.228.936.72 2.916.516.82
280,865.28 434,881.18

0.00 (936,25\

$ 280.865.28 S 433.944.93

$ 76,000.00 $ 7325t.00

56.3t2.50 56.460.39
19,68'1.50 16,790.61

0.00 0.00

s 19.687.50 $ 16.790.61

t
I
I
I
I
n

2

I
I
I
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WEST VIRGINIA ALCOHOL BEVERAGE CONTROL ADMINISTRATION

STATEMENTS OF APPROPRIATIONS AIID DCENDITURES

SPECIAL REITEI\'UE

Gereral Admldstradve Account -
Employee B€trefrts - Account 7352-010

AppropriatioDs

Expenditures

Traosmittals Paid After Juue 30

Balance

C'eneral Adphlstrqdve Accourt -
Utrclarslfled - Account 7352-09

ApFopriations

ReappropriatioDs:
Fiscal Year 200l

Expendinrres:
CurEnt ExpEnses
Repain and Alteratiors
Equipment

Transmittals Paid After Juae 30

Balance

componeNrts of Belanc€ Jutre 30,
Fiscal Year 2002
Fiscal Year 2001

Year Ended Jrre 30.
2002 2001

$t,372,691.00 $1,362,674.00

t.078231.8'7 1.018.387.69
294,459.13 344286.11

0.00 18.152.70

S__EAAIUs. L_34,@nL

$2,166,574.00

75? OKO Ql

2,920,543.E1

1,6/.8,014.94
3U,700.06
181.927.97

2.t94.&2.97
725,900.84

0.00

s '125.900.U

$ 449,663.36
276237.48

s 725.900.84

$2,503,999.00

0.00
2,503,999.00

1,661,021.83
49,505.31

1.7 50.029.t9
753,969.81

$ 753.969.8t

$ 0.00
753.969.81

$ 7 53.969.81

-l t)-



WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMIMSTRATION

STATEMENTS OF CASE RECEIPTS AND DISBIJRSEMENTS

SPECIAL REVENIJE

Geperal AdElplstradye Account - Plrchase
of StrDDlles for Resale - Account 7352{19

cash ReceipB

Disbursgments

Balance

Getreral Admldstratlve Account - Trsrsfer of
Llquor ProflB qrd Tax6 - Accourt 7352-425

Cash R€ceipts

Dsbur8ements

Balaoce

Year Ended June 30.
2002 200I

vr243,911.62 $41,567,103.20

4t.243.9u.62 41.567.103.20

$____-_____0-00 $_________0.0q

$ 7,300,000.00 $ 7200,000.00

7.300.000.00 7200.000.00

$_________0-00 $________-0,0!

-l lO-



WEST VIRGINIA ALCOEOL BEVERAGE CONTROL ADMINISTRATION

STAfiMENTS OF CASH RECEIPTS AND DISBURSEMENTS

Genenl Adml sfadYe Accourt -
Trarsfers - Accoult 7352426

Cash Receipts

DisbuGements

BalaDc€

General Admlnbtradve Accoupt -
BRIM Premlum - Account 7352-913

ApprcpriatioDs

Expendinrles

TraDsmittals Paid After June 30

Balance

SPECIAL REVENUE

Year Etrded Jutre 30.
20t2 2001

$150,000.00

150.000.00

s 0.00

$ 0.00

0.00
0.00

s 0.00

$ 0.00

0.00

$ 0.00

$65,324.00

0.00
6s324.00

0.00

s65324.00

-Ll7-



WEST VIRGIIIIA ALCOHOL BEVERAGE CONTROL ADMIMSTRATION

STATEMENT OF CASH RECEIPTS. DISBURSEMENTS
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AND CEANGES IN CASE BALA.IICE

SPECIAL REVENTJE

Nonlntodcrdne Beer Enforcement Account -
Account 7355

C€sh Receipts:
Fiqes, Penalties ald Other Collectioos

Disbursements:
Cunent ExpeDses
Repairs ad Altemtions
EquipmeDt

Casb Rec€iptB (Underyoyer DsbusemeDts

Transfer !o Genenl Revenue Fund 0490-553

Begiming Balance

hding BalaDce

Year Ended Jutre 30.
2002 2001

$256,866.00

2t8,397.45
265.20

42.t54.54
260.817.19

(3,9s1.19)

(37,s93.08)

57.593.08

$ 16.048.8 t

$143,370.00

E3,s25.54
0.00

22251.78
105.717.32

37,592.6E

(62,832.00)

82.832.4p

s 57.593.08
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STATE OF WEST VIRGINIA

OFTICE OF TEE, LEGISLITTVE AUDITOR TO VTT:

I, Thedford L. Shrnktin, cPA" Director ofthe I€gislative Post Audit Dvisio!, do

hereby certifr that the report appetrded hereto was made under my direction and supervisio!, utrder

the provisions of the West virginia Code, Chapter 4, Article 2, as amsnde4 and that the s€me is a

true and correct copy ofsaid report

Given undEr mv hand this J3tk dzyof I b
2003.

Copy forwarded to the Secretary of the Depaftnent of Adminisradon to be filed as a

public reclrd copies forwarded !o the West Vtginia Department of Tax and Revsnue; the W€st

Virginia Alcohol Beverage Conhol Administratioq Govemor; Attomey General; Sbte AudioS and,

Director of Finance Division DeDartment of Adminishatioo.

ford L. Shanklin, CPA, Director
t€gislative Post Audit DivisioD
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