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qEARI.EAI1ON. WEAT VrROInrA 2SAOSOOIO

To the Joint Committee on GoverDment and Finance:

Ilr compliance with the provisions of the West Virginia Code, Cbapter 5A, Article 3, Sections
tbrougb, as amende4 we have examioed the accountB of the West viryinis. DepartEetrt of
Adoinistation's PEchasing Dvis.ion Surplus Property.

Our exrmination coyers the pEriod JuIy I , 2001 tbrough June 30, 2003. The results ofthe examination
are set forth on tle foUowilg pag€6 ofthis reporl

RespccttuUy submitre4

/U"e-/#**41'rhedfq4/L. ShankliD, CPA Drcstor
Lesisfftive Post Audit Division

TI.s/jdb



WFST VIRGINIA DEPARTMENT OF ADMINISTRATION

PURCEASING IIIUSION

SURPLUS PROPERTY

TABIJ OF CONTENTS

Exit CoDfererc€

ItrEoductio! ............2

Adminisnadve OfrceE and Sbff .......... .............. 4

Suomary ofFindings, Recommenddions and RespoDses . . . . . . . . . . . . 5

GeneralRemarks ......i........... .......l7

Idependent Auditos Opinion . . . . . . . . . . . . . . . . . . . . . . . '......... 59

StateBent of Cash Receipts, DisbuNemerts
and Changes in Crsh Bala.nces . . . . . . . . . . ........... 61

Notes io Fi.Dancial Statement ............... .. -................ 62

Supplemental Information ............. ...... 63

Certifi c€te of Dire41or,
Legisldive Post Audit Dvision .......... ................. ... 66



I
I
I
I
I

WEST VIRGIIUA DEPARTMENT OF ADMII{ISTRATION

PIJRCEASING DIVISION

SIJRPLUS PROPERTY

EXIT COMERENCE

I we held an exit coDferenc€ oD July 15, 2004 witb the west vi4inis Dasrt8ent of Adninistrafion

I _..- Cabinet Sec'retary, the Pruchasing Division Director and the Surplus Property Mamge!. Ail fudings

t
I aod recoomendcioDs werc reviewed and discu$sed. The Acting Csbhet Secretary's rcspoDses ar9

1 included in bold and italics in the Sunmary of Fidings, Recom4endaiioDs a.trd Respolses aod 8fter

t
our fi.ndines h the General Reoarks sections of this reDorl
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WEST ITRGINIA DEPARTMENT OF ADMIMSTRATION

PIIRCEASING DIqSION

SURPLUS PROPERTY

INTRODUCTION

The Pucbtsitrg DivisioD, colsisting ofan Acquisition and Conhact Adlninistratioo

Section a:rd an Adrdnishative Sereices Sectio!, is resloDsible for providing pucbasing; travel,

inventory, atd records mnnngemenl servic€s !o all Stat€ agenciG to assure gthical atrd cost-

conscience, expendifirre of public fulds, while providing quality, effsient, and effective servic€.

The Acquisition aad Colrtact Adminisftation Section is resporsible for administering

ttre formal coEpetihve bid proce*s for acquisition ofall goods atrd services over $ 10,000.00 for Stste

agencies in an efficient ar1d sthical mantrer tbat wiII reduce cost, naximize competitioD, 8rrd good

customer a.ud vendor rclatioDs.

The Adminisnative Services Sectiou is responsible for Fovidingprofessional services

and training to the PEcbasing Divisionstatr, ageBsies, and vendors. In additio!, the Administrative

Sergices Section is respolsible for various proglatas atrd services including: the automated

purch"sings',sbn CIEAM), fleetmanagemetrt, Stst€ Cqitol pa*ing, ilvetrtorynFn,gem€nt, recods

managemen! Suplus PropefyllrograE, tlavel mansge'mgtrt, vendor registation, and pucbase order

snqmbrance.

S|Irplu! Properqv

Swplus Property clordinat€s two sepalato plograms: Federal Surplus Propcrty and

Stat€ Suplus Prop€rty. The Federal Surplus Property kogram locatrs federal property and acquires

-t -
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it for donafioo to state ageDcies, political subdivisions, other public agencies, ard certain nonFofit

organizatiors deened eligible by the Code ofFederal Regulations l0l44.l and Cbapter 5A., kticle

3, Sectioo 44 of the Y/est Virginia Code. They warehouse Foperty not a[ocated to eligible

organizations and impect the use of property for compliance with fedqal regulations.

The State Su+lus Property Progt?-E receives Foperty tom staie agencies which has

become obsolete or rrlneeded a-qd over8€€s the sale ofretiFd state prcpsrty bo stale ageocies, eligible

organizations and the general public. Sales arc made to the gsueral public tbrcugb auctions aDd

sealed bids. They warehouse property not sold ald approve the disposal of retired state-owned

ploperty.

-3-
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WEST VIRGINIA DEPARTMEIYT OF ADMII{ISTRATION

PURCEASING DIVISION

SURPLUS PROPERTY

ADMINISTRATIVE OFFICERS AND STAFF

AS OF JIJNE 30, 2003

Tom Susnan ..... Actiqg Seqetary ofthe D€p€rtEcnt ofA.lminishation
(5/l 3/03 - Present)

- Greg A. Bunon . . . . . . . . . . . . . Secrebry of the Departueft of Adminisrr"riont-I (ttrstoL - 4t4t01\

I 
David Tincher .............. PEcbasing Division Dlector

I K* Frye Su4lus Prop€rty Matrager

a
I Damy I-ayioo . Fedenl Surplus Property Supervisor

I Andrew Fizer Deputy Director ofthe Finance Dvision
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WEST VIRGINIA DEPARTMDNT OF ADMINISTRATION

PURCHASING DIVISION

SIJRPLUS PROPERTY

SUMMARY OF FINDINGS, RECOMMENDATIONS AND RESPONSES

Lack of Effectlve Svstem of Internal Controls

l. During the course of our post audit, i! becane apparent !o us, based on tie obsened

loncompliarce wilh the west virginia Code a.od othsr rules ad rcgulatioDs which govemed

Surptus Property, Suplus did not have an effective system ofinlernal contsols itr plac€ to

ensure compliance with applicable State laws, rules aod regrdations. We believe aq effective

systeE of intemal controls would have alerted maragsment to these violations at ao earlier

.l"te aud allowed mor9 timely corrective action-

Audltorr' RecoEEenalqdon

We recommend the Suplus Prop€rty comply with Chapler 54, futicle 8, Section 9 of the

West virginia Codq as anended and establish a system of iqlemal controls.

Aeeraq's Rdponse

No t6ponse by Surplas Prcpeq. (Se pagos 17-20.)

Feder8l Propertv Converted to Secondar.v Udlzsdon

Z Suplus kop€rty did not proyids wri69lr justification for conyersion of fedoral sttrplus

propefty items to secoodary utilizatioo nor did they bave the General Services

Aclministration's (GsA) written approval for the conversioD. Wenoted41 ofthe437 iteiDs

donated were designated as being for'secondaryutilization". The lohl acquisition cost to the

-5-



fedeBl goverlment for these iteNns was $1,316,729.14 aqd SEplus Property cbaryed the

voluDteer fire departEent e total surcbarge of $9,510.00. IteEs with an acquisition cost of

$5,000 or more that have been conyerted !o seoondary ufi I izerion s.ithout the cSA's approval

are not being rcstricted atrd compliarce audits are Bot being performed. Also, the GSA may

rct heve alocated equipment !o Surplus koperty ifthey had lnown theh intention was to

cotrvsrt the iiem to secondary utiliutioD-

Audltorrs Recopmendador

We recom.metrd Surplus Prcperty comply with the ceneral Sereic€s A.lhinishatiotr Federal

Manag€melt RegulatioD-

Asenclr's R6Donsc

We agec w&h and qc.qtt the reommenddon (Se€ pagps 20-25.)

No Itrventory of State Surplur Property

3. AspreviouslyDot€d i! apostauditofSurplus Propertyforthep€riodoctober l, 1977 th\@&

June 30, 1980, Surplus Prop€rty do€s trot meintein aq invenlory of State surplus property

&?ilable for ssle. State sr:rplus property sales are made either by negotiated sates with stale

agencies ard eligibte orgmizations or by sales to the public tbrcugh s€ated bids or public

auctioDs. We we[e unable !o audit sale6 ofstate property, excluding public auctions, because

ws could not det€.mine what it€,Ds wsro ava.ilable for sale drdng our audit period DuriDg

our audit psriod we were able to det€mine tbrcugh WWIMS $1,540,699.85 and

$1p56p88.60 war deposited into the Sale ofsrats Sruplus Proporty Frmd for state propsrty

sales, excluding public auctionq for tle years €nded June 30, 2003 and Jue 30, 2002,

rEsp€ctively. Hovrwer, we could not det€rmins whethe! all rnoney received by Sr:rplus
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Property for the sale ofstate property, excluditrg public auctiols, was deposit€d into the sa.le

of Slate Surplus Property Fund.

Audltors' Recommendadon

We recornmend Surplus Property comply with Cbapter 5A, futicle 3, Section 45 of the West

Virginia Code.

APencvts RdaotLse

We agee wtth atd accqt ahe reconmendadon (See pages 25 aqd 26.)

Sal€s on Credlt Not Authorlzed bv the West Vlr!fula Code

4. We noted Surplus Propertyis selling prop€rty to state agencies and eligible organizations on

crediti however, we can find no authority in the West Virginia Code or Surplus Proper!/s

Iagislative Rule psrmisi[g qedit sates. A8 ofJune 30, 2003, the aged accounts recoivable

ledger for Srrrpltls Property iqdicstes a gratrd total accounrs rcceivable balance of

$190,730.93. lo additio!, the aged accolmts r€ceivable report iqcludes oegative accormts

rcceivable ba.laDces t6rqling $43p24.81. These negative amolmts .!Ie actually accormts

palables due to state agencies and eligfule orgaoizatiols for their overpa).menb of accotmts

' receivable or for their rcspective prc mta share from the sale of m iem by Surplus Property

for the agency/oryanizatioo. Accormts rcceivable rccords are Ederstated b! $432U.81

because &ccouats payables arg shown as tregativo accormts receivables iq the sged ac€ouqts

receivable ledger. Atso, Suplus propelty carnot pay their obligations as a result ofhaviug

accoun6 rc(&ivable sales. As of September 4, 2003, Suplus Property ow€s the Tmvel

Mamgenent Office CIMO) a balalce of$8218,066.00 for vehicles sold by Surplus Property

oo their bebalf



Audltors' Recommendador

We recommend Surplus hop€rty comply with Chapter 5A" Article 3, S€ction 45 of the West

Virginia Code atrd the ceneral Sereices Adrrinishation Fedsral Maragement Regutation-

Agen4"s Rqoonse

We agfee wtlh a.ttd occept the recommend4dorL (str€pagas27-29.)

Unable to Deterplne Relmbureements to State Agencles Were Correcf

5. We we[e unable to determine \rhether ll of the 14 reimburseEetlts Ested totaliqg

$274,526.83 were Eade to the corect fi]nd b€cause the documentation provided !o us did rct

indicaJe from which filud the pulphas€ had originated Also, we noted the docuoetrtafioD for

five of the aforsmentioned I I reimburseE€uts to otre sJate ageucy tobling $226285.62

indicaled the purcbase bad orisinated ftom g€neral reveuue fiEds, but they did not itrdic€Je

0re partioular filud numbers. We firrthernoted Surplus Prop€f,ty, ai the state agency's request,

reimbursed a A€cial rcvenue firud the $2262a5.62 in$tf,.d of a. general rcvetrue firqd(s).

Without docunentafion iBdicatiqg which fuod the purcbase originated ftolq the po$ibifity

eKists tbal Suplus Plop€rty is reiEhrsitrg alr incorreci fimd(s) for sales ofstate propErty. In

additio4 we noted the surr of the $Mrorting documsnt8 afiached !o th€E stat€ agslrcy

invoic€s totalhg $482203.76, did not equal the total onoulrt invoic€d. We could not

detEmine ifthe correct amount was re.imburB€d to the state agencies io these tkee insances

notod

Audltorr' Recommendadon

We recollmend Suplus Property reimburse ag€ncies' gen€ral rEv€nle fimds in ilst oc€s

where general revenue filnds were us€d io make the original purcba.se and Surplus Property

I
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foot state agency reimbursement invoices beforc submiEing them for payment to enswe the

correct aEouqt iB reiEbursed ia compliance E'ith Chapter 5A, Anicle 3, Section 45 of the

West Virginia Code.

Asenq's Re5ponse

We agree wfih and oxcq the rectmmenddlot\ (See pages 29-31.)

Sale of Non-State AeeEdql&qpgd

6. Sulpln8 Propqty is Dot authorized by the West VLginia code nor I€gislative Rule to sell

property fur lon-state agencies. During the period July l,2001 tbrough Mslch 30,2004, we

noted I 5 reimbursements and I 8 credit memora.qduns issued to qon-state agsncies by Surplus

Property for sales of Foperty owed by the noD-stab agencies lotaliDg $ I I 2, I 1 6.74.

AudltoI!' RecoEmendadon

We recomnend Surplus ]@y comply c/ith the cbapter 5A, Article 3, Seotioo 45 of the

West Virginia Code.

Asenq's R^ponse

Thls prucdce hqs been performed ln s.cor.br,ce wuh Chqter 5A' Ardrle 3, Sedlon I of

he W6t mrdnl4 Coda Surplas Property Unlt wU ce6e thls pracdce whtlz seelfury a

Iqol opbtlon rcgadlltg the appllctbw ol thls secdon os & perulns ta the Surphts

PropertJt Progsn (See pages 32 and 33.)

Federal Compllance Audltr

7. During our review of Fedual Property Utilization Comptiarce ReportB for five eligible

orgaaizations, we noted two instances where the acquisition cost ofan item specifed by the

GSA was changed by Suptus Prop€rty perEomel without the GSA'g apprcval. We fi.Ether

-9-



not€d five instances where the time bgts/esn compliance visits was longer than one year

duiag the l8 month period ofrestriction- The effect ofiqsreasing the acquisition cost ofa

fedeml surplw item is tbat the donee peid a higher service charge for the item tbatr was

allowed by the State Plan of Operations" The effect of increasing the acquisition cost of e

federal surplus itsm is that the clonee paid a higher service charge for the itu- SpecificaUt

the donee overpeid $470.40. The effect ofsuplus' failEe to make timety compliaocevisits

is that the donee may not b€ coDplying with the restrictioDs wbich are cotrditioDal to the

donation- The donee may not be using the compljance item for its intended pnrposo or the

donee may no longer have a uee for the i&m- Also, tho itsE may trot be Daintaiqed as

necessary and may become .lqrn'ged or useless. Further, the dorce may be delayed iD

obtainiqg tiue to a[d/or ownership ofthe equipment at the snd ofthe period ofrEstriction

Auditors' Recommendadon

We recoEm€nd the West\rlrginia DepartEentofA.lministration's, Suplus PrcpertyDivision

comply with the Genenl Sereices Administcation Rules and RegulatioDs 4 I CFR Part $ I 02-

37.170 snd, the West Virginia State Agetcy for Srtrplus Prop€rty - Pernawnt PlaD of

OporatioDs Secfions 2.4, 6.7, 7. I , and Appendix L

Asenqt's Rdponse

We sgree v&h and accqt the rccammenddon (See pages 33-36,)

I-edslqtlee RuIe Not ln Compllarce wlth ttre West Vhglda Code

8. The D€psltm€nt ofAdministration's Legislative Rule Tide 148, Series 4 and 5 aod ths State

Plaa of Operations submisld to the GSA bave not been updated The possibility oay exist

wherc a State agency is following the guidetines set by the Department ofAdDinistration's

I
I
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I
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I
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Icgislative Rules when they arc ilr fact in loncompliaoc€ with the Chapter 5Ae Article 3,

Sectio! 43 though 46 of the West Viryinia Code. Also, Suplus l@y is not plesflting

a current reflectiou of thsir Stale Plan of ODerations to the GSA.

Audltors' Recommendadon

we recoEmend the "Stale Ptan for the opeEdon of the we$t viryinia state Agency for

Surplus Property, Dvisiotr of the Departuent of Finaoc€ atrd Administration" I€gislafive

Rules Tide 148, Series 4 and 5 be revised in order to b€ in coEplia.nce with Chepte! 5A,

Article 3, Section 43 of the West Vnginia Code and the State Pla! of OperatioDs submitied

to the GSA be revised.

Agencv's R?r'por7je

We agree w&h and qeaqt the recommqtdatlorL (S€o pages 37-39.)

Auclloneer Contrsct

9. Surplus Property circumvented tle Purchasing Dvision's Puchzsing Procednres by not

obtainhg three writtsD bids for the auctioDeer contcact which exc€edcd $5,@0 in fiscal years

2403 ond2002. Duriag our audit period a total of 17 auctions were held, eight in fiscal year

2003 alrd nine in fiscal year 2002. The total amount paid to the alctioneer during fiscal years

2003 and 2002 were $6,700 and $6,400, resp€ctively. wlen each fiscal year is coDsidered

as a whole, the total a-mouot paid to the auctioneq exce€ds $5,000. By not obbinitrg s'ritJ€0r

bids, SEplus Property does not know if they paid the lowwt price available for alctioneer

wrvices.

Auditors' Recommendatlon

Werccoom€nd SEplus Propertycomplywith the WestVieiniahrchasing DivisionPolici€s

aqd Procedures Handbook dat€d Octob€r I . 2000.

- ll -



Asenq's Response

We agee wlth and accqt the recomnendodon (See pages 39 aud ,10.)

Vehlcle Sales

10. Suplus Property was uaable to Fovide National Auiomobile D€aler's Association

(N"A.D.A.) Otrcial Used Car cuides for the pedod July I , 200 I tbroueh Juue 30, 2003 which

are us€d to calculate the avemge lo€n value. We also notod two instanc€s in which Suplus

Property failed b get the proper signatrue on the Used Vehicle Iosp€ction ChecklisL Further,

we trot€d two iDst&1c€s in which the s€le price indicated on the Surplus koperty database

ditrercd fiom the amolmt indicated on the Distribution Document and Sales Ordo (invoices).

By trot keeping sdequate documentatioD, we werc unable !o vqify the loao value of five of

l0 vehiclcs sold to the publio tlrcugh s€aled bids at a total sales price of$ 10,177.50. Also,

by not h.aving the Surplus Property MaDagsr's signanEe on ths Used Vehicle Insp€ctiatr

Checklist we could not aletelmirc the t4rget prices of the vehicles were approyed by the

Surplus Property Maoager. Further, the vehicle database is ove$taf€d by $275.00 as a r€sutt

ofa data entry €rror.

Audltorst Recopmendadon

Sy'e r€commend SEplus koperty comply with Ch€pter 5A, Article 3, Sections 2 a.ud 45 of

the W€6t Virgioia Code.

Aserrqv's Rdoonse

We We. w&h and aecqt the rccommet dtdott (See pages 4M2.)

Utrable to Phvslca[y Lo{ate Merchandtse for Re6ale

I l. Duing our reviow ofFodqal Surptus Property hventory, we noted Surplus Property &iled

to phyBicatly locate 34 ite[rs with a total acquisition cost of$1,195.00 that were included on
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the Inventory on Hand listin& A.tso, we noted ooe iDstanc€ ir which Surplus Property fail€d

to locare the file containing a tralsfer order number fiom the GSA. B€cause Surplus Property

csnD,ot phyricauy locat€ the items or provide documentation that the itEms were sold, we are

unable to determine whether the iteEs should be h SuQlus Propedy's custody or ifthey had

beetr sold to an eligible dorce. Futher, the federal invfltory is overstaled by $l,195.00. By

failing to maintain adequale documenatioo, Sqplua Property is uaable !o dettrmine whether

iters were approved or denied by GSA.

Altlltors' Recomnerdadotr

WerecoDmeDd Srtrplus Prcperty complyvrith Sestion 3.1 oftheWestvirginis Stats Agoucy

for Snrplus Property - PermarcDt Pla! of operatioDs.

Asenca's Rqpotse

We agree wfrh oad accqt the rccomnread4don- (S€e pagcs 43 ad 44.)

Payment of Federal Exclse Tax

12. Surplus Property has oot sought reimbuseEeDt from the fedqal goverrment for federal

exoise taxes charged on six Petersen, Howell, aad H@ther (PFtrI) card monthly invoices. We

folmd I 00 iDshnces lotaliog $ I 270.3 9 irl which Federal Excine Tax was charged on tho PIIH

invoices for gasoline purcbases. Because they have Bot sowht reimburssEent for the amount

paid !o the federal goveroment for federal excise taxes, Surplus Property has lost the use of

the monie$.

Auditorrt Recopmendadotr

We recoDmend Su+lu8 Property cooply with the Internal Revenue S6rice, Publicatiotr 378,

Fuel Tax Crcdits and Refimds.

-13-



Aeenq's Reqmme

Thls lssue $'A he addr*sed os panofthe new contrsctfotfael seretcarohtch ls cate Jy

bdltg bU by the Purchasbtg Dfuton (S@ pag6 4446.)

Equlpment I|lventory

13. We noted none of the nine equipmeDt itrms $39,117,60 test€d with ar acquisition price of

$ I ,000.00 or morc were report€d on tho Surplus kopsrty Fixed Asset Slstem- Also, folll of

the liqe reportable equipneut iEDs were lot being us€d by SlIIpluB propsdy employeeg as

wou as fol,I additionat it€ms with an acquisition cos{ lmder $1,000.00. Further, there were

no StaJe property tag numbers on five ofthe nine equipment iteEs. Without acquate records

of tle equipment, Surplus Prop€rty is unable !o physicauy leste the equipmenL The

equipment could also be couverted to persolal use. AIso, by lot placing identrfication gs

on their equipmeot, Suplus Property cannot effectively Eanage their inr,eDtory ofequipmenr

Atrdltors' Recommendadon

We recoDmeud the West Vftginia DQartnent of Administrafion's, plrrciasing Dvjsion

SEplus Properfy complywith Section 3.1,3.6,and3. t I ofthe purchasing Dvision Invsnlory

Manag€m€nt aod SuAlus Proporty Dirpositiou policies and Guidelines, Fvised Octob€r t,

2000.

Asenqv's Rdponse

We sgfee w&h attd accqt thz recommet dsdon (See pages 498.)

Purchar€s Made Not Dlrertty Used bv Surolus property

14. During our audit, we noted 23 oul of 161 prllchases ffid using Surplus property modes

eerc not purcbased fo! the b€xxefit of Suplus Property. The effect of these 23 purcbeses is

-14-
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that a total of$l1,595.07 ofstale Suplus hoperty Fulld lIlonies was used for rmautlorized

purposes.

Auditorrt Recommendatlon

We recommend Surplus Pmperty comply wirh Chapter 5A, Adicle 3, Section 45 ofthe West

Viryinia Code.

Apatct's R4s,,onse

We agea w&h ottd ac.cept the rcammendttlon (See pagps 48-5 I .)

Allocadon of Salarl€s

15. Surplus Propertycould trot provide the reasoning used tojustiry the p€rc€Dtage oftle salaries

paid by SuQlus Property fo! six ernployees. Dtrnng fiscal ye8ls 2002 aad 2003, a portion of

these six smploye€s' pay and related benefits were paid Aom the Ssle of State Suplus

Property FucL Without time rccords documenting Purcbasing Dvision employee's time

sp€nt p€rforming duties rclatEd lo Suplus Property, we caorot veriry the appropriate

percentages ofthese employees salaries are beiog paid from the Sale ofstale Surplus Propsffy

Fund

Audltors' Recommendsdon

We recoomend Swplus Property provido documenation noting the mtionale behind the

percsffage c€IculatioDs ilr compli@ce with cbapter 5A" Article 3, Sections 45 and 46 ofthe

Y/est Virginia Code.

APenot's RdDorse

We wlll requat th6l thts doqtmsttdt t noting Ute ntlonak lor the percentage

cdcttldons lor sabrla be provlded by the Dlvlslon ofFlnance, (See pages 5l-5a.)



Leave System Not Rellable and Documentadon Not Provlded

16. The rcports geDerated from the computerized leave systsmar€ not Fliable. Durirgourtesting

ofeight ernployee's sick and annual leave balances, we noted several discrepancie$ between

the approved Applications for Leeve With Pay (leave slips) and the Departn€nt of

A.lminisrration's IJave SysteE for Surplus Property sEployees. Also, we noted a difference

befween our audited aDlual leave balalce ald the agency amual lcave balance for two

employ€€o as ofJune 30, 2003. Further, we noted 21 illst€Ilc€s where leave slips wcre not

provided to us for two employees. Ifthe leave I€porb caruot be relied upon, employe€s'

accrued leave balances may be overstated or uaderstat€d Also, if an employee's leave

balance is overstat€d that could rcsult in aq employee being paid b€fore services rsBdered-

If atr employe€'s leave balance is rmderstated tbat could result iu an employee being

- ucderpaid. Further, without being able to reviewthe leave slips for the ia*aocer noted above,

c/e could not detef,miqe the leave that was deducted on the leaye report was approved by the

employee nor their immediate sup€reisor.

Auditorst RecoEmendadon

We recommend Suplus Property comply with S€ctiols 14.3, 14.4 alrd, 14.14 of the W€st

Virginia Dvision of PeNoDnel Adminishstive Rule.

Apenqt's R'soorse

We wllllorward thls recommettddon to fue Intontatlon Senlcq and Commanlcdons

Dfislon attd che Psyrou Ofitz olthe DMslon otFtnanccfor thelr laiomdttn regardlng

lhe onlhe lzove s!,sterr,- Reladng to tLe krveforms submttudby the Suryhls propqty daf,

Surphts Prcpeny wlll comply acrordbgly. (See pages 54-58.)
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IT WEST VIRGIITIA DEPARTMENT oF ADMINISTRATION

I 
"L.RcEAsrNG 

DrvlsroNI

t SURPLUS PROPERTY

I 
"ENERAL 

REMARK'

II
N\TRODUCTIONr

I We have completed a post audit ofthe West Virginia D€partment ofAdDitrishatio!,

I Purchasing Division Suplus Propsrty (Surplus Property). The audit covered the psdod July I , 200 I
I

tbrcush June 30. 2003.t-
t 

'PE.IAL 
R-E'ENTJE AccouNTs

I Surplus operated the follo$'ing sp€cial rcvetrue accounts dudng our test pedod:a^
I I[ @ER Df,ScRIPTIoN
rt* 

2280 - 099/640.................................Sa1e ofFederal Surplus Prcperty Fund

.l
I 2281 - Oggl&0.................................Sa1e ofsrarr Surplus Property Fund

r COMPLIANCE MATTERSt
Chapter 5A, Artiole 3, SectioDs zl4 tkough 47 ofthe West Virginia Code geaerally

r
t goverls SEplus Property. We tested appticablo sections ofthe above plus genenl Stale regutatioDs,

t other ryplicablo cbapte[8, articles! alrd sections of the West Virginia Code as they perteh to fiscal
I

mett€.!s, aad applicable fedeEl rule6 and regularioos as they pertafu to the fedeml su+lus property

I
I program. Otrr firdings are tist€d belo\p.

I r,ecrc or nrrncrrvr sysrnu or nrtnNer, conrnor,I

I D*iog the course ofour post audit, it b€came apparcd to us, based on the observed

I o*-.Oliance wit! theWest Virginia Code and othernttes a[d regulations which govemed Suplus

l-11 _
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Property, Suplus did not have an effective systeNa of intemal ooutols i! place to eDsure compliance

with applicable State Laws, rules and regulations-

Chapter 5A, tuticle 8, Section 9(b) of the Wcst Virgida Code, as amende4 sta&s in

pafi:

"The head of each ageqcy sbal:

. . . @) Make and mnintqin records containitg adequate aod proper
docuaentation of the organizatior, frmctions, policies, decisions,
procedures and essemial traDsactioDs ofthe agency designed to fumish
infomation !o prctect the legal and financial rights ofthe state and of
pqsons diFctly afiected by the agenc/s activities. . . ."

This law requires the agency head to have in place ao efective E6tem of htemal

coDtrols iD the folE ofpolicies aud proc€dwes set up to eDsure the agency opemtes in compliance

with the laws, ruIes aod regulatioDs which goven iL

During our audit ofSurplus, we found the following violatioDs ofstale laws or other

rules ald regulations: (f) Suplus Property did aot provide writjsn jwtification for cowersion of

federal stuplus Fop€{ty itens to s€condary "tiliztion nor did they bave ceneml Sereicas

Admi sFation's (GSA) writlen apFoval for the cotrversion (2) We were uoable !o audit sales of

state prop€tty, excluding public auctions, b€caus€ Suplus Propsrty did uot heint' i n alr invenbory of

state properly. (3) We noted Surplw Propefiy is selliog property !o state agmcie3 md oligible

organizations on qediq however, we cao find no authority in the West Viryinia Code or Suelus

Prupert/s l-egislative Rule permifting sales on crediL (4) Wc were rmable to dettrmine thaf proper

statE agency fimds were rcimburd€d by Suplus Propertt for ssles ofstate Propqty. Also, the sum of

the supporting doq.Imenb asached to tbreo state ageBcy iovoic€s did not equal the total smount

invoiced- (5) Surplus Property is selling property for non-state agoncies which is not authorized by

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

- lE-



I
I
t
I
I
I
t
I
E

I
I
I
I
I
I
t
T

I
I

the West Viryinia Code nor I€gislative Rule. (6) During our review of Fedent l:Ioperty Utilization

Compliance REports for five eligible organizations, we noted two instances where the acquisition cost

ofan item was changed by Suplus Property persoDnel without the GSA'S appruval. We fi[ther not€d

five instances where the time between compliatrc€ visits was longer than one j@r duritg the 18

month period of rcstiction" (7) The DeparmEff of A.l'ninishrioo's Legislative Rule Title 148,

Series 4 atrd Series 5 and the State Plan ofoperations submitted !o the cSA have not been updsted.

(Q Surplus Propertycirculvenled the Puchasing Division's Purcbasing Proc€dures by not obtainiog

tlre€ wriften bids for the auctioneer coDtract which exc€eded $5,000 in fiscel y€als 2003 md 2002.

(9) Surplus Propertywas uDable !o provide National Automobi.le Dealer's Association (N.A-D.A.)

Official Us€d C€r Guides for the period July l, 2001 though Jrme 30, 2003 which are used to

calculate the average loatr value. We also not€d two instatces in which Surplus Propqty ft.iled !o

get the proper signahrc on the Used Vehicle lrslrection Checklisl Frrtber, *e noted two instances

in which the sale price indic{ted otr the Suplus Prop€rty databa8e differed Aom tbe amount i.trdicated

on the Distn-butioo Documeqt and Sales frer (invoices). (10) Dudng our review ofFedelal Suplus

Prcpelty Invenlory, we ooted Suplus Property &ned b pb,sica[y locate itsEs which were ircluded

on the loventory on Haod listing. Also, we noted one insbnce in which Swplus Property could not

deErmiue ifa federal flEplus propsrty itenG) they bad requesed for donation had been approved or

denied by GSA. (11) Su+tus Pro'p€rty bas lot sought reimbwsement from the fedeml goverment

for Federal Excise Taxes totaling $ I ,270.39 cbarged for I 00 gasoliae purcbases on several Petersen,

Howell, and Heathsr (?HH) card montbly invoic€s" (12) We noled none ofthe nine equipment items

t€sted q,ith aq acquisitiotr price of$1,000.00 or more were reported oD the Sr.Ilplus Property Fixed

A$set Systen" AIso, four of the niue reportable equipment items were trot being used by SEplus

-t9-



Property employe€s, as nrel as four additional ilems with an acquisition cost under $1,000.00.

Further, there werc oo Stare property tag numbers on five ofthe dne equipmeft ireEs. (13) Dudng

our audit, we noted 23 out of 1 6 I puchases test€d \ing Sulplus Property nonies were not purcbased

for the benefit of Surplus Property. These purchases were made for the b€nefit of the PEchasing

Dvisio!- (14) Surplw Propefty cluld not provide the reasoning used to justiry the percEntage ofthe

salades paid by Surplus Prop€rty for six employe€s. (lt The reports generated from the

coEputerizgd leave syst€m are trot reliable. AJso, we noted a diference berwesn our audited annusl

leave balauce and the agency's aonuel leave balarce for two employees as ofJune 3 0, 2003. Furtler,

we noted 2l insbnoes whEre leave slips werc oot plol.ided !o us for two employees.

We believe, if Sr:rplus bad an efective system of intemal controls in placa,

ma.DagEEent would bave been aware ofnoacompliasce with the West Viryida Code at ao eadiEr da&

and would have b€e! able to hke co[€ctivg action iq a more timely frshior- The following pages

of this r€port contai! additionsl bformation regarding the specific noncompliance with the West

Virginia Code wbich caDe io otrr atJ€ntioD.

We recoomend Suplus comply with Chapter 5A, Article 8, Section 9 of the West

Virginia Code, as mendd aud establish a systr.m of iqtemal co[trols.

Asenelts RdDonse

No rdponse by Saryl.us hoperty.

Federsl Propertv Conyerted to S€clndarv Udlzadon

We tested the donation of 437 itsn.s of f€d€ral su4lus ploperry to eligible

organizatiorrs dudng the period Jrdy l, 2001 tbrcugh April 8, 2004. Fedeml surplus property

'donated" to eligible organizations and Suplus ltopelty is authorized !o cbarge the eligible
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organizations a "surcharge" for the cost oftraDsporting fte it€D, earehousing, ard disfributio!" We

noted 4l ofthe437 items donated were designated as being for'secondary uri liztion". The Fededl

Swplus hoperty Supelvisor stated he desigDatiotr of "secondary utilization" is used equipment

doDated !o an agetrcy or eligible organization (donee) !o be u8€d for parts (caDnibalized). The Getreral

Services Administration Federal Managsment Regulation 102-37.25 stat€s ill part,

"... Can^ibalization E'eals to rEmove servic€able parts fiom one item
ofequipmsnt in order to install them on alrother item ofequipme*..."

Folty ofthe 41 items noted above were doDated to I yolurtesr fire department The

tot l acquisition cost to the federal govemment for these iteDs was $1283,739.14 and Surplus

Property chsrged tbe volntrteer firc deparheDt I total s|]Icharge of$8,510.00. The Federal Surplus

Property Supeffisor lold us the volunt€€r fue department called theE to request the EDe ofequipment

they waotrd and inform them they wanted to use the equipmeDt for psrts. A SuQlus Prop€rfy

employ€e rcviewed the GSA website for the Foperty requ€sted Suplus Propertyrequested the itsos

without regard !o the GSA coDdition code. The cSA classifies each item with a numEric coldition

code. The table below shows fre GSA condition codes of the 41 iteBs which wele converted to

secondary utilimtioa:

Condldon Code

4 - Use4 Good

6 - U8e4 Poor

7 - Repair, cood

9 - Repair, P@r

Nu-Eber of fterns conyerted to r€condarv udllzsdotr

o

I

I

The Fedsml Su+lus Property Supervisor said the condition codes do lot always accuratelyreflect ths

tue condition ofthe equipment He said the code might be Us€d or R€pair, but when they go to pick

up the item it is'Junk".

-2t -



Ailer ttre items were approved for donalion by the GSA, the Federal Surplus Property

Supervisor, with th9 Surplus Property Maoager's verbal approval, convert€d the iieDs to secondary

utilizatioq atrd the itrvoices werc gsBeraled. A Federal Surplus Property employee ther Brote *sec.

utilization" oD the invoice. We noted 29 of the 40 itarns were picked up by the volunt€er firc

depsrbaent al the federal government localion- When & donee picks up au it€m fiom the cSA, the

donee must sign the federal distrr'bution document (invoice) pnor to pick up. This rneans Sat in

addition m he iqvoice showiog the service cbarge det€rmined by Su+lus Propsrty, the item is also

given the designation of'secondary utilization" prior to the donee or Suplus Prop€rty staf s€eiqg

the equipmenL We asked the Federal Suplus Prcperty Supervisor how thoy know the conditiou of

e.q item is not actually wbat the GSA has coded it and should b€ convefi€d to secotrdary utilizafion

when the itEm bad not be€n picked up yel He said he calls som€one It the fedsral agency ad asks

them what the item look like or if a Surplus Prop€rty driver is in the a{ they go and look at the

Itstb-

We further noted some of the invoices for the 40 itetns referred to above did not have

"sec. utilization" written on them- We arked the Federal Surplus Property Supereisor ifhe could te

us whether tle items were s€cotdsry u 'liztion" He said thcf,e are two ways tbat he can tell whether

an ilem bad b€€Nr designated as'secondary utiliution'. First, in the Federal hventory Systsm tlere

is a box labeled'complianc€" that q.iu be checked if tle iten bad rn acqui8ition cost ofg5,000 o!

morc. Ifthe ib|a has beon given the designatioD ofrecoDdary utilization the'compliance'box will

notbe checked. For tb€ itrvoices rhet did trot have 'sec. utiliution" wriften on it, ths Federal Surplus

Prop€rty Supervisor show€d u8 thal the compliarc€ box nas not checked and then he crots

"secondary utilizatiou" on the invoice. Secon4 he stated ifthe surcharge on invoice was $ 1,000.00,
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$500.00, or less that woutd indic€le to hilc that the item bad been doDsted as -seconda$r rrti I iz.ation".

Eacb of the itens on the invoic€s nobed was ass€ssed a surcharge of$1,000.00 or less.

The renaiaing equip'ment ilem of the 4l items notrd w€a donat€d to a state agency.

This item was converted !o secoodary utilization by Suplus propefty in February 2001. The fedsral

govsmEe purcbased the item at a cost of$32,990.00 aod the state agencypaid a $500 surcbarge

for the iten- The shte agency rspaired the item and request€d a title fiom Swplus propefty in

November 2001. Suplus Property charged a! additional $5 00 strlcbarye for the it€.D, issued the state

agency a tide, and the item was aonverted fiom secondary unlization to a complia.uce it€m- The

FedeEl Surplus Propefty Supereisor stated they charg€d a! additional $500 !o the Btate agency

because they would have originally charged $1,000 in February if the item had Dot beeq dolated as

secondary uhlization-

For the 4l items not€d above, Surplus property did lot provide a writJen request for

canr:balizatiou to the csA before tbe itsms were allocated !o the donee as secondary utilizatior-

Howwer, the Geueral Seryices Adoinistratiotr Federal Ma.Dagement Regulation 102-32.220 which

cleals with requirements for State Ag€ncies for Surplus property (SASP) states h part,

". . . a SASP mu,st obtaitr wrisenjustificatioo fron the inteoded done€,
and submit it to GSA along with the kansfer request, prior to
allocatio[of:...

O) ftems rcquest€d specificolty for camibalization; . . ..

Also, the General Sergic€s A.lminisbriom Fedsnl M8nag€lllent Regulation 102-3 7.235 stat€s in pat,

'When a donee c,anb Burplus prop€rty to c"'r'ribalize, include the
fouowing stat€ment on the SF 123; 'Line Item Nunbe(s)
request€d folc'nnibalizatio!-" I!addition to includiog this statetnent,
provide s detailedjustitrcation concerning the need for the componene
or acc€ssories and a! explanation ofthe efrect reuoval will have on

-23-



the item. GSA will approve rcquesls for cannibatization only when it
is clear from the justification that disassembly ofthe item for use ofits
component parts will provide greater potential benefit tbatr use of tle
item in its existing fom-"

Io addition, certaiD items of fedemt property are reeticted for a period of time.

Certification and Agroemene ircluded on the Distsibution Documeut (Invoic€) states itr part,

'. . . (c) THE DONEE AGREES To THE FotIOwING
CONDITIONS IMPOSED BY THE STATE AGBNCY'
APPUCABLETO TTEMS WTTH A I'NIT ACQUISMON COST OF

$5,OOO OR MORE AND PASSENGER MOTOR VEHICLF,S

REGARDLESS OF ACQUISnON COST, EXCEm \/ESSEI,S 50

FEET OR MORE IN LENGTH AND AIRCRAFT:

. . . (2) There shalt be a period ofrestriction which will expire after
such property has been used for ttre purpose(s) for which acquircd for
a period of l8 montbs fiom the date tle propelty is placed in use'..."

The General Services Adoinistcation Federal Management Regulalion 102-37.235 shtes io part'

'You must conduct utilization reviews, as provided in your plan of
opqatior" to elsure that done€s are using surplus properry dtriog the
period ofrstrictiou for the purposes for which it was dolated You

Eust firlly document )'our gfforts atrd repods a[ imtaaces of
noncomplimce (misuse or miihFndling of prcperty) to GSd'

The Generat Sersices Administration Fedelal ManagpEcnt Regulalion I 02-37. I 70 stateg

'Ifa SASP does not opsrate in accordance sdttr its PIaq GSA may

wittrhold allocatioa aod transfer of surplus property ultil the

troncoDfomance i8 corected"

We believe the GSA, depending on the seriousness oftle infractioDs, could suspeud

the State's participation in the Fedeml Surplus Property Prograo- ttems with an acquisition cost of

$5,OOO or more, thal heYe b€€n convert€d !o seeondqy utilization withod the GSA's approval, are

not being resticted and coEplimce audits arc not being porformed. AIso' the GSA Day not bavs

a ocaled equipnqf !o suQlus PIop€Ity if they had known their htention was to conv€rt the item !o

secondary utiliutioD"
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We rEcorDmend Surplus kopefty comply with &e Geueral Services A.lminish'tion

FedeEl Maugenent Regulation-

AEenqt's R6porse

We ogee wlth of,td accqt the recommendsdon as bsued attd rtlll comply wlth the

General Sedces Admlnktdlon F ederal Manqgement Regalado ns.

No Irventorv of State Surplus Propertv

As Doted iq our prvious post audit ofswplus Prop€rty for tbe period Oc[ober I , I 977

tbrough Jlme 30, 19E0, Sl.trplus Propelty do€s not maintain an inventory of state suplus Fopsrty

available for sale. State surplus Foperty sales are Eade eith€r by negotiated sales with state ageuci€s

and eligible organizations or by salcs to the public througb sealed bids or public auctions. We werc

Drable to audit sales of state property, excluding publia auctioDs, because s,e could lot deterEhe

wbat itans were available for sate dlring our audit period SEplus Property d6 not pr€p8re a listing

of items available for sale at public auctions, but they have other inbmal confrols in plac€ which

allowed us to audit the public auction sales. During our audit perio4 we were able to delsmine

though WVFIMS $1,5,10,699.85 aod $1256,288.60 was deposit€d itrro the Sate of Stale SEplus

Propelty Ftrnd for state property sales, excluding public auctiols, for the yean ended June 3 0, 2003

a.qd Jlme 30, 2002, rcsp€ctivoly. However, s'o could not determioe wheth€r atl money received by

Surplus Property for the sale ofstaE propqty, excluding public auctionr, was deposited ioto tho Sale

ofState Surplus Property. Fund"

Cbspter 5A, kticle 3, Sectiou 45 of the W€st Viryinia Code states iD part,

'. . . the agency may charge aod assess fe€s reasoDably rclat€d to fre
s6Ls1s 6fsarc and hsndling q.itl resp€ct to Eansfer, warehousing, sale
and distribution of st fe prorperty disposed ofor sold plrsu€nt !o the
Drovisions of this sectioD-"



Io addition, vrithout mgi"t"ining atr iqventory ofitems available for sale, Stat€ surplus

propefy could be cotrveded to per8onal use. The Surplus Property Managsr responded in writing on

May 17,20M as follows:

"There are signifc€nt differences between the state ard fedeEl $rplus
Foperty progBos. In the federal progElm, we g€nerally leceive
between 300 !o 4O0 itsEs per mooth. We receive tbat many ierns
weekly, and ofteu claily in the state prograE- Our federel surplus
property hventory is ba8€d on the federal slock classitrcatior system
which is a.lminisr€r€d by the General Services Adoinistcation" No
such s),stsm exists for sta6e surplus property. In facq Dost ofthe iteEs
tbat we rccaive (offic€ fi.Irnitule and equipment) are not maintaitred on
stale ageDcy iqvenlories b€cause the original cost per itsm is less tbrr
what is requirEd for the fixed asset systeD- A Eajor differcnce
b€tween the two programs also exists with the method by which the
property is disposed. Federal surplus property llay oDly be sold to
certain eligible orgaldzations aod thus the invedory informarion is
easily hacked aad rcmoved fiom the federal syslem- Sbte surplus
prcp€rty, on the other ban4 is pdnarily aisposed of thrcugb public
auctioos where thousands ofindividual pieces will be sold at one time.
This wiu Dsks it much more difficult to ensEe that all of these ilems
were removed ftom the iDventory prior !o the auctio!-
This is not to say tbat this c€rqot bo done. However, it would be
expeDsive to build aqd would rcquted additional persomel !o
EaintaiD- We attempted to devise aD itrvertory s)6t€No for our state
s[plus Fopefiy program spproxima&ly t€Nr years ago h-rt abatrdoned
it after it b€c4me cost prohibitive. I wiu requFt arl up to date cost
€timate from IS&c to d€Bign and build such a sr/stem and will be
happy to share that infornation with yoL-

we rccommend Suq)lu8 Properly compty with Cbapter 5A, Article 3, Section 45 of

the West Viryinia Code.

Agenc.v's Rdponse

We agree w&h snd orcqt the reeommenddon as lscued snd wlU conply ,otth

Chqptcr 5A, Ardcle 3, Sedon 45 oftle Wat Wlnto Code
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Ssl€s on Credlt Not Authorlzed by the Wert Vlre|.ula Code

We noted Surplus Property is selliDg property to state age[cies and eligible

organiufioDs on q€diq howevef,, we c€n find no authodty in the West Virginia Code or Surplus

Property's Legislative Rule permiuing credit sales. Surplus Property has established accounb

receivables for agencies and eligible organizatiols who puchase state aud federal surplus property.

As ofJune 30, 2003, the aged aacouotr receivable ledgq for Suplus Property indic€Ied a gl€od total

accounts rcceivable balaqce of$ I 90,730.93; a balaace of$71 ,300.49 for federul surplus property sales

€!d I balrlc€ of $119,430.44 for stale surplus property sales. In addition, the aged accouots

receivable r€port includes negative accounts recaivable balaqc€& These nggative accounts receivables

tDtzld$43224.81and consist€d of$7,158.65 for federal sales and $36,066.16 for state ssle6.

Theae negative amounts are achally accounts payables due to strte agencies and

eligible organizatiors for thek overpaymeDts of accomts receivable or for their rcspective pro rata

share from the sale of an item by Stllplus Property for the agency/organizatior"

In rcgards to state Foperty sales, CbEpter 5A., kticle 3, S€ction 45 strt€s,

". . . The proceeds ofsuch sales or transfers sball be tteposited in the
stale he€sury to the sredit on e pro rala b€sis ofthe fimd or fimds out
of which the puchase of the perticular conmodities or expendablo
coEmodities was made: Provide4 That the agency may cbarge aud
ass€ss f€€6 reaso[ably rlated to the costs ofcare and bandling with
re6p€ct !o ths tansfer, warehousing" salg atd distn-bufion of sta&
plop€f,ty disposed ofor sold pr.lsuaot to the provisions ofthis sectioo"

In regards to federal Foperty sales, the G€trsral Sqvic€d AdDinistsstiou Federal MaDag€ment

Regulation 102-37.2E0 states itr part,

aruqds accumulat€d ftom service cbarges may bo d€posit€4 iw€$t€4
or used in accordance with State taw . . ."



Accounts rcceivable records are undeEtated by $43224.81 b€.ause accounts payables are shown as

negative accormte receivables in the aged accounts receivable ledger.

Suplus prcperty cannot pay their obligations as a result ofbeving accoulrb rcceivable

sales. Surplus Property bas not paid mooies due to ttre TMO for vehicles sold by SEplu6 Properqr

oo theiIbehalf. As ofsepteEber 4, 2003, Snrplu.s Property owes ttre TMO I bslslce of$&4,066.00.

A memoraodum dated September 4, 2003 from the Dsputy Financa Dirccto ofthe

DepartDent of Adminisfration Fils'lca Divisiotr io the Purchasing Division Dircctor stat€s ilr part,

'Wo rscommend Suplus Pmperty change tho percentage that they
reiEbur8e Fleet Maoagement atrd other agencies for the sale ofsurplua
pmperty to 5 0 percant iDstead offre qrrrent mtes of75 and 80 p€f,c€.nl
In addition, we recoomeqd Suelus Property reiEburse Fleet
MaDagement the lotal outsta[ding balance offleet sales of$ I,696, I 32
at the new rate of5 0 perc€trt instead ofthe previously ageed upon rate
of 75 perc€nt This re,payrcnt would consist of four equal quarterly
ilstalm€uts of$212,016.50 with the ftst quarterly inshlljment being
mede inmediately and the last one being due and payable ia June
2044. . . ."

Accoding to a lefier dated May 18, 200/t fi-om the Deputy FiDanc€ Dlector of the

Deparhent of Ad'niniitcatioo !o the Post Audit Division Dir€ctor,

'. . . Surptus Propertymade a paymeat of$400,647.A ooocl'ob€r 10,
2003 and commit&d !o pay the renaining monies owed to the Travel
MaDag€'ment Office Frmd itr quarkdy instaunsnts with the fuial
peltnent being made on June 2004. This letter wiu s€rve ss
nodfication that Surplus Pmperty has not b€€n able !o comply with the
t€ms of the agreemenL SEplus Prop€rty is uqdergoing sone cash
flow difficulties at this time due la4ety !o the Governor's order thar
state ag€[sies not pnrcbase any or e very limied number ofnew state
vehicles. As you know, Suptus Propslt/s maiq source of income is
ftom the s&le of vehicles and sinc€ a miftimFl mbcr of new state
vehicles are being pEcbas€4 Snrplu Property do€s not bave aearly
the number ofvehicles !o sale that theyi[o accustomed to baviqg thus
resulting in decreased revenue for their agency. We will continue to
monilor the ag€nq/s cash flow siuation atrd as soon as monies
become available the Travel Management Office will be paid. . . ."
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We rEcoDmend Suplus koperty compty with Cbapler 5iC, futicle 3, Section 45 of

the West Virginia Code and the Geneml Sereices A.lminisrrrriotr FederEt Management Regulatio!-

Asenqt's Rd{ponse

We wA dbed the Dtvlslon of Flnance, whhh handld the oc.cauntlngfundon Jor

Ihesurylas Propqty UnU to oggr*slvel! punue the coqecdon ofou&t^ndlng accountreelyabld

an.I w I @mplyx'Uh Chapter 5A, Artlcle 3, Secdon 45 oflhe W6r Wrglnla Codz qad the Ger,eral

Sentca Admlnlstratttn Fedaql Mansgernent Regddot s.

Unable to DeterEhe RelmburseEents to State Agencles Were Correct

We were u.nable to detglmiue thaf proper Btate ag€ucy frnds wsre reimbursed by

Surplus Property for sales ofstate property. AIso, the surT ofthe supporting doqroeDts afiachcd bo

tbree sate agency ilvoic€s did not equal the lohl aroount invoiced Whetr SrEptus Prop€rty seus state

Foperty, they are required to reimbuse the fillrd or filrds out ofwhich the purchase of the particular

commodities were mado. Dndng our audit psrio4 the rcimbursement mle was 80% of aI sales

proce€ds to aU state agencies, exc€pt the TMO whiah was reiEburs€d 75% of the sate prcds.

Total reimbursements to State agencies dudrg the period July l, 2001 though Jme 30, 2003 werc

$t 253262.s8.

We tested 14 of4l reimbulleEents made !o state agencios who originally purchased

the items that werc later sold by SuAIus koperty. We troted all of the 14 rcimbursenents, whiah

q)Eld$990,552.22, were made to sp€cial rev€nue fi:nds. We were unable to determine whether I I

of the 14 rcimbuFemeuts lotaliqg 5274,526.83 were made !o the conect fimd because the

docum€nlation Fovided to us did not itrdicate &om which firnd the purcbase had originafed.
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Wenoted the documentation for five ofthe aforpmentioned I t reimbursements to one

state ag€.ncy totalirg $226285.62 mdrcatd lhe plllcbase had orighat€d ftom gereral revenue funds,

but they did not indicate the particnlar fi:ud numbers. We fi[ther noted Surplus Property, at the state

agercy's rc<luest, reimbu$ed a specisl revsnue fimd the $226,285.62 instead ofa ggtrelal revenue

fimd(s).

Also, tle sum of the supporting d@uments attached to thee stale agency invoic€s

totaling$482203.'7 6, did not equal the tobl enount invoic€d- The tbrce traosactiors are detailed in

the following table:

I
I
I
I
,
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Date
Yerdor Edd

St lo Agoncy #l l0/012@l

Selo Agency #l l0/03n002

Star€ Agedct #2 @n2J2N2

Ilvolce Sdm of
FIMS Adouna/ Supportlft

Documont *r AmountPaid Ilocumcnb ltfreEnc6

R1m422726 S210,E71.99 5229,098.99 ($1825.00)

RM465425 $rm'1n.n St90'rE7.77 $ 600.@

RM4657s2 $80,532.00 $80J52.00 $ 80.00

Net Effect ($t 7J45.00)

Cbapter 5A, Articte 3, Section 45 ofthe West ViEinia Code, as ameude4 states in

perb

'. . . Tte procceds of $uch saled or tr&nsfer8 shall be deposlted in
the state tressury to tle credlt on a pro rat! basls of the f[trd or
fords out ofwbich the prrchare of tle pardcular coDuorlldes or
expendable commodlde was made: . . ." @mphasls aalded)

The Surplus Property Msrager statrd eveD thowh state agencies purchased plop€rty

usiog gsnsrel rcvenug fimds' the reinbursement is not made !o geBeral revelue fi.uds because the

monies wou.ld expire at the €ad of the fiscal ye€r aqd tbat ag€ncy wou.ld not get to use tho morcy.

He said they reimbure the fimdG) indicated ou the siatc agencies invoice. Wihout docum€ntatiou

indicating which fimd the purcbase orieinated fioln, the possibility existr that Suelus Property is
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reimbu$ing atr inconect fiud(s) for salas of stale propqty. For the five purchases noted which

originated &on gercral reveuue fi:nds, Surplus koperty reimburs€d a sp€cial revenue firnd e total

of 5226285.62 whea they should bave reimbursed a g€Deral revetue find(s).

I|addition, theAdministrativoSeruic€s'Supervisorstatedthedeductiouintheamormt

of$18,225.00 for the Security (Motor Pool) dudng theperiod January 1,2001 thougb September 30,

2001 included on the fim invoice uoted above was for a vehicle(s) which had been reassigned by the

Purchasing Division Fl€et Manager !o adother state agpncy. However, the Adeinistative Sereic€6'

Supervisor could oot provide us with supporting documentafion for the deduction. He also stated the

other two differences noted above were due !o hrman erlor in catculating the invoice total wbich he

did not find before approviDg the invoic€s for paymenL We could not determine ifthe corrEct emouot

wgs reimbused to the stale agenoies in the thrc€ insbaces noted above.

We recolDmend Surytus Ploperty reimbursg ageucies' general revsnue fulds irr

inslances where general revenue firnds were used to make the original purDbrse and Suplus koperty

foot sta& agsncy rcimblEsEmetrt invoic€s before submising them for payment to eDsure the coE€ct

amouat is reiEbuxsed in comptiance with Chapter 5A, Article 3, S€ction 45 ofthe West Vtginia

Code.

Agarca's Rqpowe

We agtee wth and accq the recommenldlon os lssuey'- Dlscu$lon wlv be

generaed w&h the DMston of Ftrunce, whlch hqndl6 lhe accoandng tundon for tlte Suryllrs

Properq Arr4ln or.ler to conplywth Chopter 5A, AfiAz 3, SectJon 45 olthe W6t mrAbl4 Co.I?-
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Sale of Notr-State Agc4sblPropclg

Surplus Propqty is not authorized by the West Vtginia Code rcr Legislative RuIe !o

sell properqr for non-sbte agencies. During the period July l, 2001 tbrcugh March 30, 2004, we

not€d 15 rcimbusemetrts aod t8 crEdit memorurdums issued bo ootr-state agencies by SEplus

hoperty for sales of propedy owed by the Boo-stat€ agencies totaling $l12,116.74. The 15

reimbusemenb totaled $84,089.47 and werc paid to nine different organizations. The 18 credit

me,morudums totaled $28,027 .27nd were paid to I 3 different organizations.

Cbaptef 5A, Aniole 3, Section 45 of the West Virginia Code state in pqrt,

-The agency Bhall bave the exclusive power olxd authority to make
disposition ofcoEmodities or oxpendable coDmodities now owned or
in the future acquircd by the stat€ whsn any such coEmodities are or
bgcome obsoletE or unusable or are not bsing used or should be
replaced . . .

The agency nay sell expendable, obsolete o! unus€d motor vehicles
owned by the state to au eligible organizatiol, other tban vohmteer Erc
deeartn€ob. In addition, the agency may sell expetrdable, obsolete or
unused motor vehicles owned by the state with a gloss weight in
exc€ss of four thoursrd polmds to an etigible volu.oteer firc
departmeDl . . .'

The Administative Sereices' Supervisor statld Suplus Property setls vehicles aod

other equipmeirt for oon-stato ageircies on occasio!- He said they do this as a courtesy for the non-

stde ag€ncies who are eligible organizatioDs !o purcbase stale ard/or federal surplus propErty. He

said it do€s not happEn oftrD" Surplus Property is perforning duties aqd collecting moni€s not

adhorized by tbe West Viryinie Code rcr their kgislative Rule.

We recoomend Surplus Prorperty cooply with the Chapter 5A, futicle 3, Section 45

of the West Vtginia Code.
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Apqrq,'s R€foonse

Thls prsdce hqs been performed ln orcordance wtlh Chopter 54, Artlclc 3, Sealon

8 of the Wat Wrgldta Code. (See saached) Sutpllrs Property Unt wlII cease thls pracllce whlle

s"aldsg a legol oplnlon rcgudlng the appllcobw of thts sec'tton ss tt pqlaltts It lhe Surplus

Propedf hoEranL

Federal Compllance Audlts

During our review ofFederal Property Utilization complianc€ Reports for five eligible

organiutions, 1I'e noted two instarces where the acquisition cost ofan ittm sp€cified by the GSA was

changed by Surplus Proporty persomel without the GSA's approval. We further not€d five insta.nc€s

where tbe time between compliance visits was longer than one year dru-ing the l8 month period of

restrictioo affer the property has b€eo plac€d into use by fte dorc€.

Surplus Propefy could not Fovide d@umentetion that the cbmge in acquisition cost

was approved by the GSA. A $3,000.00 surcharge was assessed by Surptus Prop€rty fo! a 1980

American-col€ma! wheeled tractlr, which had aq origiDal acquisition cost of$34102.00 tbat was

marked out on the TrEnsfer Order and cbanged !o $40,000.00. For the secotrd i&r!, e $2,800.00

s|'rcb,rge wss sss€ss€d by Suelus Property for a 1986 Ngp RaE Trucb which bad an original

acquisition cost of$5,824.00 thal was n rked out otr the TraDsfer Order aad cbanged !o $7,824.00.

Both of these items were purcba8ed by City A.

We firther noted fiye insblxc€s where the time between complialco visits for a federal

compliaace itsm was lotrger than oae year during the I 8 mouth period ofrestiction. Surplus Property

did not require the donee to submit a writtetr repof to them oo their utilizatiou ofthe property. These

five itsms arc as foUows:



IteE De$rlpdon

Blast Cleatrer - tEiler mounted

Truck, C€rgo - AMC 1968

Getremtor

Truck Maiot€natc€ - Dodge 1986

Truclq Cargo - Kaieer J€ep 1980

Donee

Town B

Town B

Public Servic€ District C

# of Motrthr Between
Compuance Vldts

city A

City A

l6

t6

l4

t4

l6

I
t
t
I
I
I
I
I
I
x
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I
I
I
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The Gfleml Servic€s Administration Rules and Regutations 4l CFR Parb l0l-44 arrd

102-37 wbtch dea.l with requrrernenb for Sfate Agsncies for Surplus Propeny (SAsp)st8tes a8

follows:

'S102-37.170 What happeN lf a SASP do€6 trot operate l.r
accordance wlth lts plau?

If a SASP does not operate in accordaoc€ with its plon, cSA nay
witbhold atlocarion 8l1d h@sfer of surplus property rmti.l the
Bonconformarce is co[ected-"

Section 6.7 aod Appendix I ofthe West Viryinia State Ag€ncy for Snrplus property - perEaoent plan

of Opsrations sbtes in pa ,

"6.7 Rer'lslon of the Acqulsldon Co$: The acquiaition cost ofa
douted it€m Eay be rcvi,sed p'roeided that the rcqu€it
therefore is m"de i! writitrg by the doaee, and it is deternhed
by the Shle Agency tbat the list€d acqujsition cost is
unrealistic in view of its r€search and developmsnt costs, ib
incompleteness due to missing parb, or its geaerally
tlsteriorated condition" This reyision vi[ b€ coordi@ted with
the Gsnqal S€rvic€s AdDinishation in od€r to effect fai!
adjustnent of entitlemsnt statistics."

'Appendix I - Methodolog ofComputing Service Cbsrg€o
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Orlgfual Acoulsldon Cost ofPropertv Servlce Charge
I
I Under$200 Zero to 55% oforiginal Acquisition Cost

srnr r^ q2,500 Zero !o 5OZ oforiginal Acquisition CostI *-'*"
t $2,50 I !o $ I 0,000 Zero a 4OVo of mgil,Ll Acquisition Cost

a $10,001 to $25,000 zerc to 3vlo of origiml Acquisition costI'7 $25,001 and Over Z,ero to 20o/o of origil:.al Acquisition Cosf'

I
t Sections 2.4 sa,d'l.1of the West virginia Stale Agency for Surplus Property - Pemanent Plar of

I 
Operajioos stat€s as follo$,s:

2.4 . . . Fedoral Surplus EquipEent with an acquisition cost of
I $5,000 or grearer is placed in the hands ofdonees with certain
I restrictioDs. The major restriction is that the Foperty must be

used for the purpose intended for at least l8 montbs. During

I O" perio4 it is the responsibility of SASP to initiate
11 compliarce checks a! regular in&rvals."

f '"7.1 The State Agency will visit douees rcceiving Fop€f,ty with
eral aad/or stale restrictiols on the use of prQerty at least

once a year during the period ofr€shictioD. A such visib will
I be made bythe Auditing aud conhol Sectionpersonnel or the
- Director. lo the event that apersoDrel visit is notpossfule, we

d e.ill rcquirc u,ritte! rcporb otr utiliTetiotr from the DoB€e's

I Administrative omcer."

t We spoke with the Fedenl Suplus Propsrty supereisor rcgarding the ircrcase in the

I
acquisition cost for the two iteEs me'ntioned above. He stated that he insrcas€d the acquisition cost

H
I so tbat be could charge a higher servica charge becsuse he fett that the iteDs wer€ wofth more thsn

tl the oriEinal acquisition cost and he wanted !o get more for them. The effect of inceasing the
I

acquisitiou cost of a federal surplus ilem is thal the dorce paid a higher servic€ ch8rge for.the it!m-If Further, City A paid 48.1% ofthe origilal acquisitioD cost ofthe 1986 Dodgp Rsm truck for which

L the maximum service charge allowed was 4f/o auordiag to the stale Ptan of operations.
lf

SD€cificallv. Citv A ovemaid for fre truck in the oqount of$470.40.t
t -1i-
elI



We spoke with fhe Fedenl Propedy Compliatce Offcerregarding the federal property

iteEs for which compliance visits were not completEd accoding io Surplus Focedues and the State

Plan ofOperations. He stated that compliaDce visits aI9 scheduled so ftat they c{n visit otler donees

in the same area at the same time. Also, hg Btated that bad weather can affect visits !o some done€s.

He f,rrth€' said fiar thgy are not as concerned about some donees as they arc about otheG b€cause tley

are very familiar with the donee or b€cause of the tt?e of agency the doBee is (Ex. A visit to a

Voluuteer Fire Deparuent would t ke priority over a visit to a munioipdity). He also staied rhat

sometimes they get behind schedule oo compliance yisits when th€y are working ou something else.

The effcct of Surplus' faitue to make tiFelycompliarce visits is that tle dopee may

not be complying with the reshictions which are conditioDsl to the donstioD. The donee may not be

using the compliance it€m for ib iDtended purpose or the donee may no longer have a uss for the

itsn- Also, the item may not be maintaired a8 aecessary and rrtay b€come damrged or useless.

Fwther, the dotree Eay b€ d€lqEd itr obr'ining title to and./or oc.ner8hip ofthe equipment at the eDd

ofthe period of restrictioD-

We recoEmend the West Vbginia Departmsnt of Aclministcation'g Surplus Properry

Division conplywith the GeNreral Sereices Adminisfiation Rules and RegulatioDs 4l CFR Part $ 102-

37.170 md the West Virginia Sbte Agency for SEplus Property - P€rEan€nt Plan of Opemtiols

Sections 2.4, 6.7, 7. I , and Apperdix I.

Asenc?'E Rqpowe

We Wec wllh aad auqt the rccommenddlon as lssued and wlu comply wth the

GqteruJ Senlcq Admbtktrodon turla an.l Regulatons, 41 CFR, Part 510L37.170 and ihe W6t

Wnfu Stde Agencf lorsatphLt Prcpert! - Pe.mar,enr Plan olopentong Suttou 24,6.7,7.1

ud Appendb I
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LeeCslafive Rule Not h Compliarce With the West Vlrslnta Code

I
I The Depart@ent of Admidshation's l€gislative Rule Title 148, Series 4'State Plan

I for the OperatioD of the West Vi€itria State Agsncy for Suplus Property, Division of the D€partueDt

a
ofFiDance ard AdminisEatiou", Legistative Rule Title 148, Series 5 *Avaitability ofState Surplus

ll
I Soifdiogs ard EquipmeDt to Cbarity Food BaDks", and the State Pla! ofoperatioDs submited !o the

I GSA have not been updared.
I

The Departnent ofAdministration's l€gislative Rule Tide 1,18, Series 4'State Plaot
I f-t" Op"-rionofthewestviryiniastateAgencyfor Surplus Property,Dvision oftheDepartment

I ofFinanc€ and A.lninist'tion" states in part,I

i 'Ql4&4-1. General

V 
1.2 Authority. - w. va- code $5A-s-3. . . .

I However, Clapter 5A, Article E, S€ction 3 is the Public Records Maoagelrent and Preservafion

re Definitions.t
In additio!, the Depsrtoent ofAdministration's tegislative Rule Tids l4tl, Seri6 4

ilLl states h part,

I $1,184-2. Orga zadotral St'ucture-

2.1. The Shte Ag€ncy for SEplus Property is under the jurisdiction

I of fre DeDartuent of I'lnance atral A.lmlnl{tmdon . . .I
, 2.2. The State Agency bas divisioDal status utrd€f, the dir€ct
E 

",a"*i"ion 
of the Comnlssloner of F'lnatrcc and AdmlrlstradoLttt 

. . .- (Enphasls added.)

t In conha.st, Cbspter 5Ae Article 3, Sectio! 43 ofthe West Vbginiacode, states in part,

. "There is hercby esbblished within the pnrchasing division aud under

J the supervision ofthe clirecnor of the purchasing divisiotr the state
agoncy for surplus property."

a
I -3.1 -
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Also, the Depart@ent ofArlminisiratiom's Legislative Rule kgislative Rule Title 148,

series 5 *Amilability ofstab Suplus Buildings aDd EquipmEnt to charity Food Balks" shtes i'r

palt'

'T14&!1. General.

1.2 Authority. - W. Va. Code g9-8-7. . . .

However, Chapter 9, tuticle 8 of the West Viginia Code stat€s,

'$S 9-8-l !o9-8-ll. R€p€aledbyActs 2001, c. 150, eff. July 1,2001"

pinally, the current organizafional shuctEe of Slllphs Property noted in Suplus

Property's organizatioral chart and the curcnt formaf ofthe vadou.s folms aud reporb differs from

the organizational structurg, forms and reports refererced in the State Plan of Operations efective

December 22, I 983 .

The Su+lus Prop€rty Manager stated he was aware that the kgislative Rule and the

Pemalent Platr of Opsrafiors havo not been anended and stated they will work on revising tleE-

The possibility may exist where a State agency is foUowing the guidelhes set by the D€pBrtuent of

Administ'rio,n's l€gi8trative Rules when they are iq fact in noucompliance with the Cbapter 5A"

futicle 3, Section 43 tbrcugh 46 ofthe W€6t Virginia Code. Also, Suplus Proprrty is not FeseDting

a qllretrt reflection oftheir State Plan ofoperations to the GSA-

We recommend tho State Plaa for the Operation of the West Viryinia ShtE fupucy

for Surplus Property, Division ofthe D€partuslt ofFinsnca and Admiristoaiion" Legislative Rules

Tido I 48, Series 4 and 5 be revis€d in qrder to be h compliarc€ crith Cbapter 5A, tuticle 3, Section

43 ofthe $r'est Virginia Code €lrd the State Ptan of OperatioDs submitbd to the GSA be revised

I
I
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Agenlv's R6ponse

We agee wuh sltd scaept tha rccommendatian qs lssued and i,A male the propet

reelslans as rcquqted.

Aucdoreer Contract

Surplus Property oircumvent€d ths Purchasing Division's Purcbasing Proceduree by

lot obtainirg thrce eritletr bids for the auctioneer coltact which exceeded $5,0@ il fiscal years

2003 snd2@2. Accordiqg !o Sulplus Property personnel, public auctions for Sbte propqty arc held

approximately l0 times per year. During our audit period a lotal of l7 auctions were hel4 eight i!

fiscal year 2003 and nine in fiscal year 2002. An auctioneer is hired for each auctior- Surplus

PlopertybasusedtheservicesofthesalIeeuctioneerfoty€ars. Surplus Property compleles a WV-48

State of West Virginiia Purchasing Dvision Ageement for fre auctiooesr's services for @ch mooth

in which atr auctiou will Ake place. During the p€dod July l, 2001 tbrcugh February 28, 2003, the

auctioneer's fee was $800 p€I auctioo BegiDning oD March 1, 2003, the auctioneer's fee increased

to $900 per auction The totsl amount paid !o he auctioneer duing fisc€l yeals 2003 and 2002 w€[e

$6,700 and $6,400, respectively. I9heNr each fiscal y€ar is colsidEred as I wholg the lotal amoud

paid to the auctioneer exc€€ds $5,000.

The West Virginia Purchasing Di]/isioB Poliaies and Proc€dures llalrdbook dat€d

Decsnber l, 2000 states,

"6.1.3 Purchases $5,000.01 to $10,000.00: A 'ninim,m oftbrce (3)
wdtlen bids arc requirc4 when posslble.

A Request for Quotations forn, WV-43, or TEAM4eneIa ed
R-FP/RFQ (See App€ndix A) should be used for documsuting and
mzking thes€ requ6ts. In aI cas6, state agencies must at€mpt !o
obtah af least thrce (3) writle! bids for a prcduct or service. A 'no
bid" is trot coDsid€red a bid. An Ageucy Pucbase frer or TEAM
genemt€d Pllrchaso Order is requLed Fax bids are acceptable. . . .



8.13.2 $ 10,000 or l€ss: Professional services $ 10,000 or less may be
acquircd through a variety ofmethods, including clmpetitive
bid (Reque6t for Quotation) or Dirert Purchase using an
Agreement- . . ."

The Surplus Property Manager rcsponded in writing as follows:

'As you have i.udicate4 we prEpare a teutative schedule for auctiotrs
rcar the begi-ming of each caleqdar year. Howev€r, this is not
iqlended to be a! actual 'schedule" but rather a tist of poteutial dates
tqking into consicleration holidays, peak employ€€ vacdion times, etc.
Our auctions are acbally scheduled oDIy 4 to 6 weeks in advance of
the event atrd are entircly d€p€ndent ullotr the am- ount ofstale prop€rty
available for sale. It is almost impossible !o predict more than a few
w€eks in sdvaqce whsD thqe wil be s[ough Foperty available to
conduct a.o auctiotr" lo additio!, we b-ave folmd it nec€ss€ry !o c€lrcel
scheduled alctioDs due to irclement weather of natural disasteF. We
csnnot guaraftee thar an auctioneer E'ill eam more tlan $5000.00 in
a.uygiveu year. Thereforc, we do lot enter into atr aDnuat conbacaral
agreement with an auctione€r, but do it on a casg by case basis. The
ag€em€nt that we use for auctione€r sen'ices ody cove$ a one month
p€riod oftime. It is my Ederstaqding thst this doe6 lot rcqute writtetr
bids; howev€f,, I will rcview the PEcbssing haodb@k, ald ifnecessary
we y.ill change the way io which auctione€r ssryices are obtained."

By not obtaidtrg wrinen bids, Suplus Property does trot know if they praid the lowest prioe available

fo! auctioneer s€rvices.

We reconmend Surplus Property comply with the W€st Virginia Pwchasing Division

Policies and Proc€dnres I{andbook daled October I , 2000.

AgenE's Response

lle agreewth aul accqt the recommendadon as lssll,ed andwu compl! w&h W6t

Vbgbtla Purchoslng DMslon PoEd6 ond, Prcce&tr6 Eqt dbook, ddrrl Odobe? I, 2000.

Vehlcle Sal6

SEplus Property was uabte to proviclo Natiolsl Automobile Dealer's Ass@iation

(Ni-D*A.) Official Used Car cuides for the period July l, 2001 tbrough June 30, 2003 which are
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used !o calculale the average lo€! valus. We also noted two insbnces ilr which Surplus Property

failed to gpt the proper signature on the Used Vehicle Inspection Checklist. Futher, we nobed two

iasbnces in which the sale price iqdical€d on the Suplus Properly database differed fiom the amount

indicated on the Dshibutiotr Document alxd Sales OrdEr (invoices). A Dstribution D@ument is

generated for sales to eligible orgaoizations alld a Sales @er is generated fo! sale !o the public by

sealed bid or auction-

'we could not detelmire if the taryet Bales price for five of the I 0 vehicle sales by

sealed bids wele at least the avemge loar value not€d iD thg N.A.D.,A- Also, we could trot locate the

Surplus Property Marager's apprcval signaturc on the Used Vehicle Inspection Checklists for two

vehicles with taryet pricas of$4,875.00 ald $4,000.00. Finally, Surplus Property's vehicte dalabase

statrs tle price paid for a I 997 Ford F I 50 pick-up truck and a I 994 Mercury Sable was $5,000.00 and

$ 175.00, rcspectively. However, the Dsrr-bution DocumeDt and the Sales Order sale thebuye$ paid

$4,800.00 and $ I 00.00 for the vehicles, reqectively.

chapter 5A' Article 3, Section 45 ofthe West viBinia code, a8 amend€4 states,

'. . . Upon the traDsfer of commodities or expendable commodities
between departme.rts, or upon the sqle thercof !o an eligible
oBanization described above, the agoncy sball set the price !o be paid
by the receivilg e[gible organization, with due considsration given to
cursnt msrket pdc€s.

The agency may sell expendablg obsolete or unused molor vehicles
owned by the state !o an eligible organizatio4 oth€r thsa volunt€er fire
departm€.lts. Ia addition, the agency may sell expendable, oholete or
utrused motor vehiales owned by the sat with a gross weight in
excess of four thousaod pouads !o atr cligible vohmtesr firc
departuenl The agency, with due consid€{atio! giv€fl to cttr-retrt

market prices, shatl set the price !o be paid by the receiving eligible
organization, for motor vehicles sold pursuant to this prcvisio[
Providd That the salep ce ofanymotor vehicles sold to an eligible
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orgadzatiotr shall not be less thar the "aveBge loaD" value, as
published io the most rec€nt available easlem edition of the Nationat
Automobile D€aler's Associatioo (N..dD.q.) Official Used Cercuide,
ifsuch a yalue is available, unless fai! market value ofthe vebiclo is
less than the N.d D.A" "average loa!" value, in which cqse fre vehicle
may be Bold for l€ss than the "average loau" value. Such &ir market
value must be bas€d on a thorough inspectioo of the vehicle by an
employee ofthe agencywho sball consider the mileage ofthe vehicle,
and the condition ofthe body, engine and tires as iDdicators ofits fair
Earket value. If no such value is available, the agetrcy shall set the
price to be paid by the receiving eligible organization with due
considerafion given to culreqt maftet prices. . . ."

Afso, CttEptq 5A., futicle 3, Section 2 of the West Virylda Code states iq part,

'The dircctor sball keep in his offic€s accuiate boolis, accounts sqd
Ecords ofall transactions ofhis division" . . ."

The SuDlus Propqty Adminishative Sereic€s' Supervisor stat€d he does trot haye all

ofthe N-/LD.A. appraisal guides due to the frct peorple borrow them and ftil to return theE- By not

k€eping adequale documentEtio!, we were rmable to veriry the loan value offive often vehicles sold

!o the publia tbDugh s€aled bids at a total sales pric€ of$10,177.50. By trot hEvilg the Suplus

hoperty Mamger's sigmtule on the Used Vehicle IDsp€ctio! Checklist, \r,€ could not determine the

tuget prices ofthe vehicles were apprcv€d by the Suplus Propsrty Maoager. The Suplus Plolelty

Administsative Servic€s' Supergisor stated rhnr the database $,as probably wrong due to a data enby

enor. As a r€sult, the vehicle dalabese i8 ovelstated by $275.00.

We recon]metrd Surplus Prop€rty coEply with Chapler 5A" tuticle 3, Sections 2 aod

45 of the W€st Viryinia Code.

Aqetclt's RADorLJe

We agec w&h gnd sccepl the rccommznddon a8 lssaed srrd w compb, rt&h

Chapta 5A, Article 3, Sedlo6 2 ud 45 of the W6t Wbla Co.Ia
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Utrable to Phvslcally t ocate Merchandlse for Resale

I
I During our review ofFederal Suplus Prop€rty IJNentory we noled Surplus Pro'perty

I friled to phyBically locate itens which were included oD the lDventory on Hand listing. AIso, we
I

noted one iostance in which Surplus Property failed to locate the file contahing tmnsfer ordsr number

Ia 5+2001-l l5&5r.

I We were uoable to physically locate 34 of 2,181 items received from the the GSA
I
_ wbich bad a total acquisition cost of$1,195.00. The following table provides detail ofthe 34 itexryIr in which Suplus Property fuiled to physicaly loc€le items which wEre iocluded oo the InveDtory on

I u-amtun,t-

I Dato Qtrardtt
I Recelved R€.olved/
- Tmnsfer Order Itom At SBiplus Sold AcqdddoD

ltuDb3r Nunbeq Propertv D€rcrlpdon I-ocated eo4l-
I s+zrot-osrr.is 3c146 ol/rotzcrl Fordi+Tabto *TB; 3 $167.oo

I 
LCATBD: 0

. s+24t2.&24 4ots t2to1noor Arnrrb cans *m t33 ,t 
9r$:# 

=

I LCArm: 0

- s+24r28-24 40166 vJmnj|r parh 
RECETVED: 3, , @.#?lo =

SOLD: 23I *ot-, ut
SectioD 3.1 ofthe WestVirginia State Agpncyfor Surplus Property- P€rmarcDJPlanII ofoperations states as follqws:

-I '3.1 The Stats Agency for SEptus ProFrty wiu m'int"in acclllato
- itrventlry Ecords ofal suplus p€rsoDsl property received,

. warehoused, dishibufE4 or otherwise disposed A $500

I thrcshold for line item accounability is requircd . - ."

I The Surplus Property Supervisor stated the wrong Armo Calls were mistakenly 8ol4

I
lDsEad of loadiqg 3l Ammo Caos with iien nmber 40208, the donee loaded 31 Ammo Cans with

Ir -oa-
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item number 40 I 64. He also stated that he d6 Dot know where the folding tables and parkas are

localed- Becau,se Suplus Property caruot physicsuy locate the items or prcvide documentation tlut

he itetDs wer€ 8ol4 we are uoable to detemine whcther the iteDs should be in Surplus Pmperq/s

cus[ody or ifthey had beeu sold !o al eligiblo donee. Further, the federal invenlory is overstated by

$ I,195.00. The SEplus PropertyManager stated tlat the transfer ordernumber 5+2001-l 158-51 ftaf

we could not locate was probably deDi€d He stated cSA onlyke€ps ttre records for tbree years theu

ttrey are deshoye4 so he can not rcbieve the file. By failing to maintain adequate documentatio4

Suplus Property is unable to determiae whether iteEs werc approved or denied by cSA.

Werecommend Swplus Propertycomply with SectioD 3.1 offle WestVirginiaState

Agency for Suplus Propefiy - Permaqsnt PIan ofoperafions.

APencv's B6ponse

We agree wfih and accqt the rccommend4don as lssaed attd wA @mply teflh

Se.tlon 3.1 of the W6l Wnlq Stste Agency for Surplut Property - Perma.nent PIan oJ

Operudon&

Payment of Federal Excke Tax

Fedqal Excise Tax was charged for garcline purchases on several Peterseo, Iiowe[

and Healher (PHID card monthly itryoices. Sr.uplus Property has not sought reimbussmcnt ftom the

federal govemnent for these cbarges. We t€st€d six PIIH invoices ald found 100 ilstances in which

Federal Excise T8x was cbffged on the PftrI invoices for gasoliire purchases. The btal aoormt of

Federal Bxcise Tax chEged was $ I,270.39. We multiplied the tota.l gauons purcbrsed by $.194

(Federal Excise Tsx per ga[otr) to calcutale the total amount ofFedepl Excise Taxes pai4 The

details ofthe six PHH invoic€€ are as follows:
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Total GaJIoN Total Federal Erclse
PEE Irvolca Date Purchased Federal Exdse Tax Tax Pald

Jure l,2003 824.20 $0.184 $151.65

January 1,2003 1,118.60 $0.184 5205.82

Ootober l,2002 1,853.90 $0.184 $341.12

Jule l2@2 1,075.60 $0.184 $197.91

August l,2001 899.70 $0.184 $165.54

July l,2001 1.132.30 $0.184 $208.34

5pM39 $12?0t9

The Interna.l Revenue Service, Publication 378, Fuel Tax Cledib and Ref,uds states

n part:

'. . . Ifyou are an ultimat! purchaser, you can claim a refund for the
excise tax on fuels you purchase and u,se for a nonJaxable us€. You caD

file a claim for refirnd for aly quar[er ofyour hx year for which you
can claim $750 or more. This amount is the excise t8x on all fuels
used for a nonta.xable use duriDg rh't qu{ter or 8try prior quarter (for
whioh no other olaim bas been fil€d) dudng the tax year.

Ifyou caDlot claim at least $750 at the snd ofa quar[er, you c€rry the
amount ovgl !o the r1ext quarter ofyour tax ysar to de!€rDine ifyou
c€n claiE at lesst $750. . . ."

Accoding to the Suplus Property employeo rcsponsible for Purchasing alrd Accounb

Palablg she was not eware that Federal Bxcise Tax was being charged on the invoic€s" Because they

have not soryhtreiBbur8ement for the amountpaid !o the federal govemment for Fedenl Excise Tax,

Snrplw Property has lost th€ use ofthe monies.

We recommend Surplus Property conply with the Intemal Revenue Service,

Publicatioo 378, Fuel Tax Gedits aad Refttrds.
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Aserrc.t's RdporLle

Thls lssue v'A be addtdsed as port ol the ,tert confiact for luel senfua l)hLh ls

atredly bdng bU bf the Purchasbtg DMsbrL

EoulpEelt I|rveptorv

We noted none of the dne equipneDt iteEs tested with an acquisition price of

$l,000.00 or more were reported on the Surplus Property Fixed Asset System. AIso, four ofthe niqe

r€portable equipment iFEs werc not being us€d by SuQlus Property employees, as wetl as four

additional iteEs with an acquisition cost rnder $l,000.00. FEther, thsre were no Stale prcperty tag

numbers on five of the nine equipment itEms.

We physically located a.[ D.itre iteEs ofpropsrty. The details ofthe nine equipment

itEns with a! acquisition cost of$1,000.00 or morc w€re as follows:

Vendor Descrtpdon hvolce Date Amourt
I TCS Techology D€[ Poeqedgo 25@ p3 I di,5t2sl!'3-t8 1212tt01 $2t,8n3j

Sorvic€s

2 TCS Techolory DoU PoweEdgo Ssre€r 2500Id'.256frb tztztt't 69E3.ll
Setvices

3 Fedoral $Epllls Teoaa Sseolttr 3nA02 2J00.00
Prqperty

4 Shrrp Eledonics lrrer Frx/MFP Paok g€, FO57@P 9/l8y0t 1,423.@

5 Houly Coqlt€r knffik lrssr g/50 Prider 5t9tD 3.067.m
Servic€s, Inc.

6 TCS Techolos' DoU Opriplex cX260 256nb, Alrachdo 7n5/02 ti59.4t
S6rvic6 Erdr4 Ne'tged,

7 TCS Techol l/ Do[ qdplox GX260 256Db, turacM 7D5/02 1,559.41
Servic€s Brtq Ne€€@

8 TCS Techolos' Ds[ Optiplox c)C60 2568b, Atrachde 7t25/02 tj59.4l
servicss Exts, Neagedr

9 Porlrroy CoEputgl D€ll Otripl€x cX24O, Pa,5l2 nb,lelg 4 lm tJ29.@
Re6om€s

TOTAL 919.11?.60
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Frutber, we noed Surplus Property does not bave property tag numbers on equipEeDt within theh

possession Itelos oue tbrcugh five above did not have a ploperty tag.

Sestion 3. I ofthe Stale ofwest Vilginie's Purchasing Division lxventory Management

and Surplus Property Disposition Poticies ard Guidelin6, reyised Oatober I , 2000, states:

'The head ofwery deparment ofstate goverDment must, oD or before
JuIy fiiteenth of every year, file with the Director ofthe Ptuchasing
Division a certificstiou verifring that dl r€portable prop€rty ilr its
possession as ofthe close ofthe tast fiscal )rear was prop€rly etrtered

i!!o the W\/FMS Fixed Aasets System in accodaoce with policyad
the WVFIMS Fixed Assets Tminiog Manual."

Also, Sectioo 3.6 of the State of west viryinia's Purchasing Division InveDtory ManagemeDt atrd

sr.rylu8 Propelty Disposition Policies alxd Guideli[e,s, rcvised October 1, 2000, states:

'The Purcbasing Dvision has established a capitalization figure of
$ I ,000 asd a usefirl life of one (l) y€€r or more e.s rEportable poperty.
This meals tbat a[y item which has an original acquisition cost of
$1,000 or moro and a usefi:l life ofone (l) year o! more is rcquircd to
b€ entercd into fte 1WFIMS Fixed Asset syst!' . Although not
rcquired by the Purchasing Dvisioo, agencie may, howwEr, enter
property or equipment costing less tbaa $ I ,000 in the WVFIMS Fixed
Ass€t ststsm."

Fudher, Section 3.1 I ofthe Stafe ofwest Virgiaia Pucbasing Division Inventory Maoagement and

SrEptus Property Disposition Policies ard Guidelines, rwised october l, 2000, stales:

"AU equipment over $1,000 will bave a number€d €quipmsnt
identification tag &!d tlaf equipmslt wiu be eirtcred inlo the WVFIMS
Fixed A$set slstem. Agvncy's will be responsible for obleining 8nd
plasing the pro'per tags oo all equipment under theirjuisdictio!- TagB

are to be placed on all iteDs ofproperty/equipment in such a manq€r
tbat it may be easily seen and reacl"

The Su+tus Property Administrative Servic€s' Super-visor stated that thia must have

beor an oversight because he thought the nine equipment it€ms werc on the Surplus Property Fixed
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Asset System. Without accurale rccrrds ofthe equipmsDt, Surplus Property is unable bo physicauy

locatg the equipmenl The equipment could also be converted to persoDal use.

Also, th€ Suplus Property Adminisfative Services' Supervisor told us tlathejust bad

rct b€en placing the identification tags on the equipme at Suptus Property. By not placing

identificalion tags on their eqripmeot, Surplus Propedy catrnot effectively mansge their iqveNrtory of

equipment-

We recoomend the West Virginia D€partBent of Administration's, Purcbasing

Dvision Surplus Property comply with Section 3.1, 3.6, and 3.11 of the Purcbasing Dvision

Inventory Malagement and Surplus Prop€rty Disposition Policies and Guidetites, reyis€d October

t,2000.

Agercv's R4s,onae

We agee w&h ottd otcq the reammetdzllon as lssued and NrA comply wtth

Secdons 3.1, 3.6 awl 3.I1 of the Ptrchqstng DMsbn Ineentory.

Purchases Made Not Dlre{aly Used by Surplus Propertv

During our audit, we not€d 23 oEt of 161 purclus€s tested uqing Suplus Property

moDies werc in noncompliance with the W€st Virginia Code. During our test ofcrirrent exp€ns€s,

we not€d 14 of I I 6 puchas€s test€d using Suplus koperty Bronies were notpurabased for the benefit

ofSurplus Properry. These purchases were made for the b€[efit ofthe Purcbasing Division These

t4 purchases are detailed iq the following table:

Vepdor

Flatrkth cov€y

Idpression Produds

Ir€crlptlo! Date Amount

Ila.ndbeld Orgmizor for Purcbasirg Divisioo's Now 3ll9lv/ $ l23jl
Burinrrs D€Yolopmmt Maoager'

Toner for Purcbasing Dvisioo Coquer T€cbnici6tr.* 41UlO3 232-@

I
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Vendor

DeU lvlatkaing

Doscrlpdon Dslg Amount

4 - Accefs 2002 WiD-32 Ergtbh MVL lic€nses,2l - l2"tl/01 2JE8.89
Office P Prc Enterpriso Witr32 MvL [c5Ds€s*"

WV Corrc€ioDal lndustries 60 Capftol niftciori6....

Ofic€ Supplies

Ofrc€ Supplies

offico Supplies

Office Supplies

OfficB Suppli€s

Ofrcs Supplies

Offic8 Supplies

Office Stpplies

Ofice Suppli€s

Office sryplies

TOTAL

'PEcbasing Division's Ne{] Busitr€ss DoiglopEsut M&xrger

"P'.rcbasiug Dvfuion CoquEr Techician
*'*Delortrn3nl ofAdDini6cation Pwcbrsiag Division eryloye€d, Th€ Surplu P.oP€fy Fund was clrrBed for

ono lhird ofdro tot6l cod vhich i! $7,166.68.

'i*'To bo sold to voldors and the g€noral public-

We al$ noted during our t€st ofequipment, six of3l equipment items tested were trot

bsing used by SEplus Propefy. Three Dell computqs yalued al M,678.Zsnd three Viewsotric

monilors valued at $ 533.67 pEchssed from TCS Technotory Servic€s vere being us€d by Purcharing

DiYision employees.

We firther noted, duing our lest of I 4 r€paiE atd alterqtions mosactions, that half

ofthe total cbarges for work performed on fto Pr:rchasing Division's tglephoue strtem were chrged

to tle Srrlplus Property Fund Paym€nt oftbree invoic€s from Acc€ss SlsteEs totaling $3, I 96.00 for

installation of PA system in the Purchasing Division waa made using the Prucbasing Dvision

AdDinistrative S€q€tar/s purchasing card- Two ofthe tbree invoices were dal€d April 30, 2001 and

Boi& C-ascade

Boiso ..<.,d€

Boise Ciscade

Boiso Cr@do

Boi3e C€scado

Bois€ C€scade

Boi$ Cascade

Boise Csscado

Boise C6cade

Boir€ C-a6.ade

3BVm 540.00

3lAq02 33 L,{6

u$t02 49.63

1^7/02 56.42

I tul02 222.05

3n9/02 61.14

2n7ra 47.6

4tg2l03 410.3'l

tltqm 151.48

tJt4t02 53.48

4n2t03 tI6.78

94J84.61
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the third invoice was daled May 29,200I. Halfofthe tobl charges or $1,598.50 *"s cb{ged !o the

Sale ofstatr Suplus Property Fuod wbile the other halfwas paid fiom a Purchasing Dvision Fund.

Cbapter 5A, Article 3, Section 45 ofthe West Viryinia Code states ilr part,

". . . the agency may cbarge and assess fees reasolably rglated to the
costs of c€re aod haodliDg with r9spect to haDsfer, warehousing sale
aod distributioD ofsbte property disposed of or sold purBuanl to the
prcvisions of this sectio!-"

The Pucbasing Dvisiou A.lministrative S€sretsry lold us the Puchasing Dvision

us€s the Surplus Property Frmd to puchase office supplies and gquipme|rt whetr there arg no moniga

available in the Purchasing Division's General Frmd She told us that Surplus Pmperty r€ports to the

PEchasing Divisioq therefore, the Surplus Propefy Fund is used when pucbasing office supptes,

eta. for the division since it is a! ovemlt account. We also asked the Puchasing Division

Adminishative S€qetaryabout the Capitol dircctories tbatwsre [ahased to seu to vetrdors and the

public. She told us that ttrey reimbu$e the Surplus Prop€rty Frmd as the diFctodes sre sold We

looked at the WVFIMS t-ansactions for the reimbur8ements for 2002 and 2003, but were urable !o

fi.nd aqy. We totd her we were unable to find the reimbulsemenb aBd she said that after speaking

with the Accouting Section enployee responsible for Billing aad Receipts, the money fiom th€ss

sales was deposited iffo I PurchasiDg Division Flmd ilst€ad ofsurplus Property Frnd. The Malager

ofthe AutoEation Unit for the Purchasing Division told us tbat the comprd€r liceDses w€re pucbas€d

for Purchasing Dvision employe€s.

Regarding the work on the tetephone s),Etr@, ths Adrrinistrative Seaetary for the

h:rcha.sing Divisioa shted that balfofthe cost ofthe Purchasing Dvision's PA sysEn wls paid ftom

the Suplus PrQsrty Fud because Surplus Proporty is under the supereision of the Purchasing

I
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I
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Dvision and the Surplus Property F|jnd had moley availa.ble to use for this pwchas€. The effect of

these 23 pwchases is that s total of$l l,595.07 ofstate SEplus Property Futrd monies was used for

uDauthorized purposes.

We recommsnd Suplus Propety comply pith Chapter 5A, Article 3, S€ctiotr 45 of

the West Virginia Code.

Agerrq's Rdponse

We Wee nllh and a.aept the reemmendatlon as lssaed attd wlu comply ,rth

Chapter 5A, Ardcle 3, Secdon 45 of the W6t Wrylnla Co.la

Allocadon of Salarles

Surplus Property could not provide the le€sonhg used to jusdry the perceatage ofthe

salaries paid by Surplw Property for six employ€es. During fiscal years 2002 atrd 2003, a portion of

ttrese six employees' pay aad rclatsl benefitB wero paid Aom the Sate ofshte Surptns hoperty Frmd

Without time recods documettitg Purchasing Division ernployee's time sp€nt perfoming duties

related to Suplus PropErty, we ca]not veriry the appropriale percentages ofthese eNrployees salarics

are being paid fiom the Sate of State Suplus Property Fuod

The following table depicts the six employe€'s average salades qnd ayerage employee

benefits paid ftom the Sale of Stare Sr.nplus Propqty Furd 2281 during the period July 1,2001

tbrcugh June 30,2003 and firc perc€ntage of tho employees'time a[otted !o Surptus Prop€rty io

accordanc€ eitb the Payro[ Expeaditure Scheduies etrective during the period Boted abow:



Emplovee

I

2

3

4

5

6

Job Tltl€

Pl[cbrsing DiF.aor

Pub Itrfo Sp€c IIl

Adl! S€qltary

hb Ido Sp€c I

OfEco Assi6cad m

Adm S€r Mgr I

Aterage
Sslary Prld

from the
Strplls

Property
Fund

s26,079.98

2t"56t.0E

16,755.50

t\An.t0

2253.t8

16267.10

s9t.413.93

EDployee
B€n€flts PaId

i'oE tto Slrplu!
Pronerrv Fund

s 9,127.9

7,546.38

5,464.43

4,023.98

788.61

5.693.49

$33.044.88

Total Avorage
Amou-ut PrJd

frlln the
S[rphs

Proportv Fund

$ 3s207.98

29,tO7.45

22,6t9.93

15J21.08

3,04t.80.

21-9@.59

s127.458.81

Percetrtage of
Employee's
Salart Pald

ftom ahe
Surplng

Pron€rtv Fqnd

33yo

4S%o

5V/o

SV/o

2V/o

tw.
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pan,

Fair Lebor Staud€ds Act of I 93E, Paft 5 I 6.2(a) of Subpart A, as amende4 stat€s ilr

'55162 Employe€ $bJect to mlnlmum s'ags or lrrinlmum wage
atrd overdme prot'lslons prrsuatt to s€rdon 6 or secdorrs 6 ard
7(a) of the AcL

(s) Itens rcquircd. Eyery smploy€r shall maitrtain dnd preserve
payroll orotherrecordscont .iniDgthe followingidormation and data
with resp€ct to each eoployee !o whom s€ction 6 or both sections 6
and 7(a) of the Act spplla

(l) Nane in full, as used for Socisl S€curity recordke€ping puposes,

(s)Time of day aad day of we€k on which employee'8 workweek
begiG . . .

(O(i) Rsgulsr hourly lale ofpay for ory wo*week iq which overtime
coEp€nssfion is due mder section 7(a) fo the Act . . .

(7) Eours worked each workdly atrd total hours vorked €ach
workweek (for puposes of this section, a 'Vorkdaf is any fixed
period of 24 consecutivo hours and a "\rotkweeP is any fixed aad
regutfily rccuning pedod of7 consecutive \yorkday8)." (Emphasls
added-)
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Futher, Chapter 5A, Artiale 3, Section 2 of the West Virginia Code applies io all employ€€s who are

exempt ftom the Fair Iabor Standards Act arld 8tal6 iq part,

-The diFclor sball ke€p in his offices accurate books, accounts and
records ofall Eaosactions ofhis division, . . ."

The Purchasing Dvision's Director sfzted thaf he he\r there were people on the

Suplus kopeny payrou that did not betong thEre, but theF was Do other payroll io put them o!- The

Purchasing Drector also said he do€s not how the rcasodng used to detsrEille the perceniages for

each of these Bix employe€s noted above atd aurrerldy, tlere is a movement to rcorgpnize the

Depart@ent of Admhistratioa and i! this reorgat zation employees will be paid fron the proper

accomb. He further stated these employe€s duties were as follows: Employee #2 - Pubfic RelalioDs

ald CoEmunications, interviews Surplus customerq assisb with newstetfers, auctioo aDnormcemenb!

and presertations using PowerPoinq Employee #3 - Seqetary !o the DiEctor of Purcbasilg E'ho

assists with seminarr! confeFnces aad preseutafioDs, makes travel araugem€nts for Suplus Propsrty

employees" penomel ard payoU adjustuents; Enployee *4 - worked for the Cabhot Secretery's

Office on special projects; Employee #5 - Part-time employee who assists Employee #2; and

pmtloyee tF6 - Purclusing Dvision Acquisitions & Conhact Adninistration Section DiEctor who

assists with new equipment purchase requests involving old equipment trade-io requests made to

Surplus hoperty by State agencies.

We recoEmend SEplus Property Fovide docueeotation rcting the rationale behhd

the percontage calculatiors in complimce with Chaptsr 5A9 futicle 3, Soctions 45 md 216 ofthe West

Virginia Code.
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Agenq"g Raponse

We 4'A rcquqt thot thls docamentuAon notlltg the radonals for the percentsge

co.lculallons tor sslarlo be provtded by the Dfulslon of Fbwnce-

L€eve System Not Rellable and DocuEertafion Not Proylded

The rcports genemted ftom the compulerized l€ave system arc not reliable. During

our testing of eight employee'8 sick a.nd aDnual leave balaoces, we noted several disclepancies

between the epprcved ApplicatioDs for kave VJith Pay 0eaye slips) and the D€partueNrt of

AdmhistEtion's Leave System for Surplus Property employ€es. Also, wenoted a difference between

ow audited armual leave balanoe and ttre aggncy aonual leave balaqce for two employees as ofJune

30, 2@3. Furttrer, we noted 2l instances whele leave slips wero not provided to us for two

employees.

The leport from the Deparment ofA.lmin istFtion Leave Sjstem for Suplus propelty

employees Qeave repon) dated October 29, 2003, was provided to us for the period July l, 2001

through October 16,2003. For employee #l, we Boted a total of I I hous (5 hows aonual leave aud

6 hours ofsick leave) of leave requested was requested and approved on the leave slip for Septembsr

17 s\d 18,2002. The l€ave rcport dat€d October I 6, 2003 indicated a !ota[ of 14 horlls ofleavo hken

(1.93 hourB ofsrmual leave atrd 12.06 houxs ofsick leave) on these dates.

We spoke with au Acrounting Section Payroll Unit employee abord the diftf,erce. She

gercratld aBother leove repon ftom the DepartEent of A.lministstion l-€ave Sy8tem on April 29,

2004 for the period Septomber I frrcugh S€ptsnber 30, 2002 for Employee #l . The new tesve r€port

dated April 29, 2004 indicatEd I lotal of 14.45 hous bkeD (8.38 houls ofamual leave and 6.07 hours

of sick leave) on the dates in questio!, which diffErs fiom the 14 hours indicat€d on the rEport

I
I
I
t
I
I
I
t
tt

t
t
I
t
I
I
I
I
I
I

-54-



I
I
I
I
I
I
I
I
T

I
I
I
I
I
I
I
n3

T

t

gener&d o! Octob€r 29, 2003. The Payrol Unit employee said she did oot krow why the pports

were ditrerent end contacted an IS&C progra.m.Eer. In all email drdrd April29,20M, the IS&C

plogr€lrlE€r told the Payroll Unit employee that "Tbere is a problem with the repo that was priqted

today alld the otre that was printed on 10D9D003. I looked at the raw data ond have placed the

correct leave slips ir the attached spr€adsheel" We also noted information wus not avail,able for the

month ofJanuary 2002 o! the Suplus Pmperty leave report dated Octotj€t 29,2003.

For the other seven employees teste4 ee noted some ofthe sick and annual leale

horEs taken as indiced on their spFoved l€ave stips could rct be locaJ€d on the leave rcpofi dated

Octob€r 29, 2003. The following ables provide detail for the employee's sick and aonual l€ave not

foud on the leave report:

L€ave Eour: Requ*ted Number oflnstatrces snd
Employee T.vpe ard Approyed Date ofl€aye Requort

2 Sick ,16.50 Six instanc€s: raleing fromuz0zi@lllv02

3 Sick 1.00 one iDstance for 9l27l01

4 Sick 71.00 Two instaqc€s for 1202 8d lD3ltz

5 Alnual 1.00 One instance for l/8/02

6 Annual 5.50 Two irstances for l/1ll02tt lDsl$z

7 Annual 16.50 Tbree instances; mnging ftom U8ltzte 111 02

8 Annual 16.00 Two instaqa€s for 8l20l0l nd ffiltz

l5ffa

In addition, we nored a differenca betw€en our audited annual leave balanca aod the

ag€ncy amusl leave balarce for t*o eeptoyees (employee #7 and #8 above) as ofJue 30, 2003, For

enployee #7, we catculated an undersbremsnt of 8 horrs ia his aDnual lsave bql'nce. The aorual
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leeve balance iodicat€d on Surplus hoperty's leave records was l74.l1hous. wo calculated an

annual leave balance of 182.1 I al June 30, 2003. For employee #8, we calculated a! undeFtatament

of29.50 hours in his leave aDnual balauc€. The anqual l€ave balarce indicaled oo Surplus Propert5/s

leave records was 3 7l .00 hours. We calculared an annual leave balalce of400.50 at June 30.2003.

Further, when comparing the leave Iepod dated October 29, 2003 with the approved

leave slips, we noted 2l iDstalxc€s where approved leave slips werc notprovided FrnFloyee #7 bad

l4,iDstatrces drdng the period June 96 tbrcugh 276 of2003 io whioh apprcved sick leave slips were

not plovide4 A tohl of I 12 hours ofsick leave was deducfrd otr the leave report for these iosfances.

Enplo;,ee #7 also bad five insaoces during the period Decenber 3d tlrough 7d of 200'l in which

annual leave slips were not prcvided A iotal of 36 hours ofamual leave was deducted on the leave

rc,port for thcse 5 inst8trces. Also, Employee #l had two ilstanc€s equaling a lotal of8.26 hours otr

Oclober 18, 2002 and November 4, 2002 in which aDtrusl l€ave slips w€{e trot prcvided.

Section 14.3 of the West Virginia Divi.sion of Pelso!trel Admhistrafive Rule stabes

in part,

'(a) Amorlnt, Acrrual - Except as oth€rs.ise loted in this rule, each
emptoyee is eligible !o accrue amual leave with pay and benefits. The
table below lists the rat€s of acqual accordilg to the employee's
length ofservic€ category 8nd the ntmbsl ofhorus ofannusl le€ve tha.t

may be carried forward fiom one calendar year to atroth€[. Amual
leave is accrued at the end ofeach pay period or oo the last work day
for separating employees. . . .

t
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Lengfh of Servlce
Cqt€sory

I-ess tbs! 5 years ofrcgular
employment

5 years but less 6aq l0 year
ofregular smplotnent

Accrusl Rate:
Eours Eoual To

1.25 clayVmonth

1.50 dayvmonfii
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Carry-forEard Eours:
Hours Equal To

30 da),s

30 day8
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35 days

40 da)'s

(b) Sereica to QuaUry - aua[fting service for length of sereic€
category is based on Shte employment or emplolment in the classified
service. No service credit accrues fur periods during which an
employ€e is not paid a wage or salary rmless othenvise provided by
Stale or Federal satut€."

Sectioo 14.4 ofthe West Virginia Divisiou ofPersoDnel Administrafive Rule staEs in part,

'(a) Accrual - Exc€pt as otherwise Fovided in this subdivision, each
emplo)'€e shall rcc€ive accrued sick leave with pay and benefits. Sick
leave is computed on th basis ofhous equal !o I .5 dals per moff! for
firll-time emplopes. . . ."

Sectioo 14.14 of the West Virginia Division of Persomel Administative Rule state$ in part,

"Leave Records - Each agency slal Eaintain a ourent leave rccords
ofib emplo,rees' acqued and used leave. . . ."

We spoke with the Surplus Properry Manger aboui the plobleEs with the computq

genqaf€d leave system aod he told us that he waa unaware ofa problem s'ith the leave systetn, but

he would took iqto it Ifthe leave reports camot be rclied upor, emptoye€s' accrued leave balatces

may be overstatod or undsNtated Ifan employee's l€ave balanc€ is overstaled that could rcsutt in

aD employee beingpaid before servic€€ reDdered Ifan e@loyes's l€ave bslanc€ is und€rstated that

could r€sult in a! employee being uaderpai<L

In additio!, the Su+lus Propeny Meoager told us th€y could trot locatr the leave slips

fqr the 2l ir.stances noted above. Hs told us they make photocofies ofthe origitral leave s1ip8 !o keep

on file at Swplus kop€rty and the original leave slip8 are seot to the Deparhrent of Administration

Accouting Section's Payoll Unit An Accouting Section Payroll t'lllit employee was asked by the

l0 yeaB but less than I 5

y€ars of regular gmplo)aoent

l5 years or morc

1.75 clayVmonth

2.00 dawmonth
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Surplus Property Manager to provide copies of the missing leave slips. The records for this time

period bad been archived and she had rcquested to get thEm back She wa8 instruated to send copies

ofany ofthe missing t€ave slips that arc folmd As ofthe dete ofthis rEport, fre leave slips were not

provided to us. S/ithout being able !o rcview the leave slips for the insta-uces noted above, we could

Dot determine the leave that wa8 deducted otr the leave report was approved by the eEployees rcr

their immediate supereisor.

We recornmend Surplus Propeny comply with Sections 14.3, 14.4 e6d,14.14 of the

West Viryinia Division of Penorlel A.lminisf.ative Rule.

Agenlv's Rdponse

We wl0 forwod thls recommettd4don to the Informqtlott Servlc6 an.l

Communlatdons DMslon qr.d &e Payrou Ofra of tLe Duslot ofFlasr,cefor thdr lnformtdon

rcgardlr.g the onllne leaw sf,stcn Relathg to the lzovefoms sabmfued by lhe Surylus Propert!

grf, Surphts Propertf wlII amply acconllagly.
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INDEPENDEI{T AUDITORS' OPINION

Ths Joint CoDmittee ou coverDment and Fi.Dalrce:

We have audited the statem€nt of cash recsipts, disbusem€nts aqd cbatrges in cash balatrc€s of
Surplus Property ofthe West Viryinia Depart@ent of AdminishatioD's Purchasilg Division for the
yeals then eNrded June 30, 2003 aod June 30, 2002. The fiffncial Btat€ment is the rcsponsibility of
the managenent ofsurplus Prcperty of the West Vi€inia Departuent ofAdoinishation's Purclusing
Dvision otr responsibility is to expllss atr opinion on the fina.ncial statemeDt bas€d ou ot.II audil

Exaept as discussed itr the following paragraph, we conducted our audit i! accordaqc€ s'ith g€nsraly
accepbd aualiring standards Those standards requirc tbat we plan and perform the audit !o obtaiu
reasonable assu'aace as to whether the financial Btetsment iB free from mstedal misshrEmeqt An
audit includes exrrnining, oo a t€st basis, evidence supporting the amounts arrd disclosures in the
fu)ancial stateneDL Al1 audit also haludes assessing the accounting principles used aod signitrcatrt
estimates Eade by men'geEent, as well ss evaluating the overall finaacial statement pressDtatio!-
We believe that our audit provides a re€sonable basis for our opinior-

Surplus Property does not naintain aa inventory ofstate suelus property available for sale. State
surplus property sales are made either by negotiated sales with statE ageDcies ard eligible
organizatiors or by sales !o tle public tbrough sealed bids or public auctioDs. We wsre uoable !o
audit sales ofstate property, excluding public auctions, becar:se we could not deter6ine wbat iteEs
were available for sale during our audit period Duing our audit period we were able to determino
through W\/FII\4S $1,5,10,699.85 ard $1256,288.60 wa8 deposit€d into the Sale of State Suplus
Property Fund for stEle property sales, excluding public auctions, for the years ended Jtme 30, 2003
and June 30, 2002, respectiwly. Howwer, we could not determine whether all money rweived by
Surplus Property for the sale ofstale property, excluding public auctiong was d€posited hto the sale
of State Surplus Property Fond.

In ortr opinioD, exa€,pt for the effcct ofsuch adjustEents, ifaqy, as miglt bave beeD det€rmiled to be
n€c€ssary had we b€en able !o examine Stare SEplus Prop€rty inv€ntory, the fi|ra4cial statemeft
refened !o in the fiIst pa$graph above presents fairly, in all naterial rcspect8, the revenu€s collectsd
and expensc paid of Surplus Property of the West Virginie Departu€nt of Administration'g
Purchasing Dvision for ths ye€Is then Etrded Jlme 30, 2003 and Jme 30, 2002 oo the basis of
accounting described in Noie A.
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OllI audit was conducted for the purpose of forming an opinion on the basic financial statemeft taketr
as a whole. The supplemental fufomatiotr is presented for the purposes ofadditiolal analy8is aod
is not a requir€d part of the basic financial statement Such informatioa bas been subj€cted !o the
audiring Foaedures spplied in the audit ofthe basic fiDaocia.l stalemeDt an4 in our opinion, is fairly
stal€d in all maf€rial resD€cts in rclafion !o the basic financial statemcnt taken as e whole.

Respectively subnine4

May 7,20M

AuditoF: Ethelbert Sco6, Jr., CP,a, Supervisor
Rhoda L. Co@bs, CPA, Audilor-in{barge
Alny J. swei!, cPA
Bonita P. Complon
William Spencer, Itr, CPA
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Thedfo/L. Sh'nklin, CPA9 Director
L€eislaiive Post Audit Dvision
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WF.ST VIRGINIA DDPARTMENT OF ADMIMSTRATION

PURCSASING DIVISION SURPLUS PROPERTT

STATEMENT OF CASE RECDIPTS. DISBIJRSEMENTS

AND CEANGES IN CASE BAI"ANCES

Year Ended Jule 30.
2003 2002

Cash Recaipts:
Stale Surplus @y Sales
State Surplus Property Sales
Pubtic Auctiou Sales
FedeEl Suplus Property Sales

Disbursements:
Per8onal SeFic€s
Employee Benefits
Clrrrent Expenses
RepaiB ad AlteratioDs
Assets
Ottrer DbbnrseEents
Tralsfer ofFunds (IGT)

Cash Receipb Over Disbus€ments

Beginning Balaqc€

Ending Balance

See Not's It Flnqttdal Sutement

$l,53',1 ,723.86
|,537 ,723.86
1,058,314.80

226.8r'.3.36
4,360,605.88

712,818.00
235236.63

1,t22709.50
29,494.96
9,330.1s

10,863.55
7.O28.O0

2.r2',7 .4f0.79

2233,r2s.09

'740.697.45

$2973.732.54

st258492.3s
t,258A92.35

384435.62
2t r.080.84

3,t t2,sor .16

7t7,3U.54
227,979.49
837,9U.8'7
24,627.93

2,360.11
7.388.00

1.855.650.68

1256,850.48

141 )4q a)

$1.999.099.80

t
I
I
I
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WFST VIRGIITIA DDPARTMENT OF ADMINISTRATION

PURCSASING DIVISION

SURPLUS PROPERTY

NOTFS TO FINANCIAL STATEMENTS

Note A - Accourdrg Poucl€s

Accounting Method: The c€sh basis ofacaoutrtitrg is followed therefore c€rtain rcvenue elld rclated
assets are recognized whs! received rather tbatr when €ame4 and certaiu expenses are
when paid mther than when the obligatiou is iacune<L Accordingly, the finarcial statement is trot
intended to pres€nt financial position and results ofopemtions in conformity with grnera[y acrepted
accomting principles.

Note B - Penclotr Plarl

All eligible employes are membsls of the West Vbginia Public Eoployees' Retircment S),Btso-
Employees' contributions are 4.5% oftheir arnual compensatiou ald enplo)rc€s have vest€d rights
under c€!t!.in circumstances. The D€parhent of Adminisrretion PEcbasing Dvision Surplus
Prop{rty Eatched contributions al 9.5o/o of the compensation on which the eEploye€s made
contributions. SEplus Propedy's pension expendififfes were as follows:

Sp€cial Revenue

Y€ar End€d June 30.
2002 2001

$67.691.17 56',1.10',1.34
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STJPPLEMENTAL IN}'ORMATION
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WEST VIRGINIA DEPARTMENT OF ADMIMSTRATION

PIJRCEASING DIVISION SURPLUS PROPERTY

STATEMENT OF CASE RECEIPTS DISBURSEMENTS

AND CEANGES IN CASE EALANCES

SPECIAL REVENLTE

Year Ended Jutre 30.
2003 2002

Sale ofFedeml Somhs Property Fund 2280

Cash Receipts:
Fedsnl Surplus Propelty Sales

Disbursements:
Operating TraDsfer to SlIIplu8 Prop€rty Fund 2281
Total Disbursem€nts

C€sh Rec€ipts (Under/Over DisbEsemetrts

Begiming Balaoce

Ending Batanc€

$226.843.36
226,U3.36

400.000.00
400,000.00

(t73,rs6.64)

6',12.616.4',1

$499.459.83

$211.080.84
2l1,080.84

100.000,00
100,000.00

I t 1,0E0.84

72.616.47
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WEST VIRGII{TA DEPARTMENT OF ADMINISTRATION

PIJRCHASING DIVI$ON ST,IRPLUS PROPDRTY

STATEMENT OF CASE RECEIPTS DISBURSEMENIS

AND CEANGF.S IN CASE BALANCFS

SPECIAL RET'ENUE

Year Ended June 30.
2003 2002

Sale of State Surplus Property Fund 2281

Cash Rec€ipt8:
State SurphB Property Sales
Public Auction Sales
oper8lilrg TBnsfer Aom Suplus kopefty Fund 2280
Total Receipts

DisburseEents:
Personat Services
EEployee Benefib
Curreot ExpeDses
Repain and Alterations
Assets
Other DisbursemeDts
Transfer ofFunds (GT)
Total DisburBements

Cash Receipts Over(Under) Di.sbusem€nts

Beginning Balarc€

EBding Balarc€

sl,53',1 ,723.86
1,058,314.80

400.000.@

2996,038.66

712,818.00
235236.63

| ,t22;109.50
29,494.96
9,330.15

10,863.5s
7.028.00

2.ln.480.79

E68J57.87

67.990.98

$ 936.54.85

sl258492.35
3U,435.62
100.000.00

1,742,92'7 .97

'117,3U.54
227,979.49
837,9U.87
24,627,93
37,92'.7.74

2360.rl
7.388.00

1.855.650.68

(rt2,72L7r)

180.713.69

s 67390.98

I

\'
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STATE OF WEST VIRGII\IA

OFTICE OF THE LEGISLATIYE AUDITOR:

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

hereby certiff that the report epperded hqeto was made u[der my direction and supervision, under

the provisiors ofthe West Vfgioia Code, Clupter 4, Article 2, es anretrde4 aod that the same is a true

and corect copy ofsaid reporl 
t/ n /l

Given under ny baod a" 26fr auy of +!Jfu,--NM.U/

Copy forwaded to tlo Secretary of the Deparment of Administratioa !o be filed as

a public record- Copies forwarded to the Purchashg DivisioD, Departuent of Administrstion;

Govemoi Attomey Gsoeral; State Auditof atr4 Drector of Fitralrce Divisio!, De,psrtment of

Adminishation

edford L. Shmklin, CPA, Drcctor
I€gislative Post Audit Divisiotr
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