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WEST VIRGINIA ALCOHOL BEVERAGE CONTROL COMMISSIONER
EXIT CONFERENCE

We held an exit conference on June 16, 1986 with the West
Virginia Alcohol Beverage Control Commissioner and the
Assistant Commissioner - Accounting and Administration and

all findings and recommendations were reviewed and dis-

cussed. The above officials' responses are included in

italics in the Summary of Findings, Recommendations and
Responses and after our recommendations in the General

Remarks sections of this report.




WEST VIRGINIA ALCOHOL BEVERAGE CONTROL COMMISSIONER
INTRODUCTION

The 21st Amendment of 1933 repealed national prohibition and gave each

state the right to make and enforce its own laws governing alcoholic beverages.

In 1934 the people of West Virginia repealed an amendment to the State's
constitution which, since July 1, 1914, had made absolute prohibition a part of
their law. The West Virginia Legislature on February 22, 1935, repealing Chapter
60, provided for the State control of alcoholic liquors, and as subsequently
amended by Senate B8ill No. 294 passed March 8, 1935, created the West Virginia
Liquor Control Commission.

The purpose of this act is to give effect to the mandate of the pecple
expressed in the repeal of the State prohibition amendment; and to assure the
greatest degree of personal freedom that is consistent with the health, safety,
and good morals of the people of the State. To these ends the police power of the
State is pledged to the sound control and the temperate use of alcoholic liquors.

The West Virginia Liquor Control Commission was abolished by acts of
the 1957 Legislature, C.5, which created the Office of the West Virginia Liquor
Control Commissioner and transferred to him all powers and authority vested in
the former Commissioner. The Office of the West Virginia Liquor Control Commis-
sioner was abolished by acts of the 1965 Legislature, C.8, and reestablished as
the Office of the West Virginia Alcohol Beverage Control Commissioner.

All forms of alcoholic beverages whose whole alcoholic contents ex-
ceeds 4.2% by weight or 6% by volume, whichever is greater, was under the Commis-
sioner's jurisdiction during our audit period. Alcoholic beverages may be trans-
ported into and within West Virginia only by the holders of transportation permits
Issued by the Commissioner and only when consigned to the West Virginia Alcohol
Beverage Control Commissioner or when transported or shipped directly to persons

licensed to purchase and receive alcoholic beverages_at wholesale. They may be
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transported through the State, for delivery outside the State, only by holders
of transportation permits issued by the Commissioner.

The statement of purposes as interpreted by the Commissioner is to make
alcoholic beverages of good quality, obtainable under decent conditions, available
to the consuming public at a fair price, but that is must not encourage the sale
or consumption. This is done through establishment of State stores and agencies
throughout the State.

These stores do not encourage patronage. The sole purpose is to stand
ready to serve consumers only when those consumers enter the doors uninvited.

The main office and warehouse of the West Virginia Alcohol Beverage

Control Commissioner are located at 310 57th Street, Charleston, West Virginia.
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WEST VIRGINIA ALCOHOL BEVERAGE CONTROL COMMISSIONER
SUMMARY OF FINDINGS, RECOMMENDATIONS AND RESPONSES

AREAS OF NONCOMPLIANCE

Deposits to State Treasury

1.

During our examination of cash receipts, we noted the West Virginia Alcohol
Beverage Control Commissioner did not always comply with Chapter 12, Article
2, Section 2 of the West Virginia Code, as amended, and internal policy re-
garding deposits. Also, we were unable to locate certain bank statements

and trace one cash receipt to deposit in the local bank account.

We recommend the West Virginia Alcohol Beverage Control Commissioner comply
with Chapter 12, Article 2, Section 2 of the West Virginia Code, as amended,
and internal policy regarding deposits. Also, we recommend the Commissioner

make necessary inquiry to establish the probability of any cash shortages.

We wiLe comply with this necommendaiion. (See pages 11-14.)

Wine Gallonage Tax - Late Filings and Interest Penalties

2.

Suppliers were not submitting their wine gallonage tax returns in all cases
to the Commissioner in accordance with Chapter 60, Article 8, Section 4 of
the West Virginia Code. In turn, the Commissioner failed to implement
Chapter 60, Article 8, Section 10, Subsection 1 of the West Virginia Code

relating to the assessment and collection of interest and penalties.

We recommend the Commissioner comply with Chapter 60, Article 8, Section

10, Subsection 1 of the West Virginia Code.

We are currently complying with this recommendation. (See pages 14-15.)




Equipment Inventory

3.

We noted the Commissioner did not appear to conduct an annual inventory
of equipment as required by Chapter 5A, Article 3, Section 42 of the

West Virginia Code, as amended.

We recommend the Commissioner comply with Chapter 5A, Article 3, Section 42

of the West Virginia Code, as amended.

We will comply with this recommendation. (See page 15.)

Salary Paid Before Services Rendered

4.

An employee exhausted her annual leave and had a negative sick leave balance
at the end of November 1983, but was still paid her full salary resulting
in noncompliance with Chapter 12, Article 3, Section 13 of the West Virginia

Code, as amended.

We recommend the Commissioner comply with Chapter 12, Article 3, Section

13 of the West Virginia Code, as amended.

We witl comply with this recommendation. (See pages 15-16.)

Sick Leave

5.

From the results of our examination, it appears a limited number of employees
may have abused sick leave privileges in noncompliance with Section 16.05

of the Civil Service Rules and Regulations.

We recommend the Commissioner review sick leave records for possible abuse
and if substantiated, apply the remedies available in Section 16.05 of the

Civil Service Rules and Regulations.

We wiel comply with this necommendation. (See pages 16-17.)




Social Security Matching

6.

We discovered Social Security Matching was underpaid by $1,032.09 in the

second pay period of September 1984.

We recommend the Commissioner remit $1,032.09 from the Social Security

Matching Account (9270-08) to the Social Security Division.

We will comply with this recommendation. (See page 17.)

Travel Expenses

7.

Our test of travel expenses revealed one employee who appeared to have over-
stated his travel expenses. The employee charged 404 miles for a round

trip that appeared to be approximately 250 miles.
We recommend the Commissioner seek to recover $30.80 from the employee.

We will comply with this recommendation. (See pages 17-18.)

Disposal of Records

8.

We could not locate the Auditor's Warehouse Daily Reports (Saber System) or
the Validation - 290 Card and CRT Printouts (Starcom System) for eight
dates. These reports are necessary to verify liquor purchases were added

to inventory.

We recommend the Commissioner comply with Chapter 5, Article 8, Section 17

of the West Virginia Code, as amended.

We witl comply with this recommendation. (See pages 18-19.)




INTERNAL CONTROLS AND ACCOUNTING SYSTEM

Inventory Records - Liquor Purchases

9. Sixty cases of liquor amounting to $1,337.37 at cost, were verified as
being purchased and received at the warehouse but were not placed on the

computer inventory.

We recommend internal controls over liquor purchases be strengthened.

We are complying with this recommendation. (See pages 20-21.)

Inventory at Store Level

10. There were three bottle codes received at the store level according to the
MTD Merchandise Stock Ledger but these items could not be traced to shipping

or receiving documents.

We recommend internal controls over shipments to the stores be strengthened.

We are complying with this recommendation. (See pages 21-22.)

Records

Our examination of leave records revealed 12 errors in the calculation of
accumulated annual and sick leave balances. In addition, we found dis-

crepancies between time cards, monthly time record sheets and time sheets.

We recommend internal controls over leave records be strengthened.

We will comply with this recommendation. (See pages 22-23.)

General Journal - Posting Errors and Omissions

12.  There were several posting errors and omissions in the subsidiary accounts

comprising Account 9270-399 in the general journal. The subsidiary accounts
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involved were court hearing fees, ethyl alcohol permits, lists and pub-

lications and transportation permits.

We recommend internal controls over the Cash Control Account (9270-99)

subsidiary accounts be strengthened.

We are currnently complying with this recommendation. (See pages 23-24.)




WEST VIRGINIA ALCOHOL BEVERAGE CONTROL COMMISSIONER
GENERAL REMARKS

INTRODUCTION

We have completed a financial and compliance audit of the West Virginia
Alcohol Beverage Control Commissioner. A financial and compliance audit determines
whether the financial statements of an audited entity present fairly the financial
position and the results of operations in accordance with generally accepted ac-
counting principles and whether the entity has complied with laws and regulations
that may have a material effect upon the financial statements. The audit covered
the period July 1, 1983 through June 30, 1985.
SPECIAL REVENUE ACCOUNTS

All expenditures required for the general operation of the West Virginia

Alcohol Beverage Control Commissioner are made from the following special revenue

accounts:

Number Description

6350-80 Transfer of Liquor Profits
Wine Gallonage Tax
Wine License Special Fund
Personal Services
Current Expenses
Repairs and Alterations
Equipment
Refunds
Purchase of Liquor
Transfer of Liquor Profit and Taxes
Social Security Matching Fund
Imprest Cash Fund
Public Employees' Retirement Matching
Public Employees' Health Insurance
Claims Against the State
Cash Control

AREAS OF NONCOMPLIANCE

Chapter 60 of the West Virginia Code generally governs the West Virginia
Alcohol Beverage Control Commissioner. We tested applicable sections of the above,

plus general State regulations and other applicable chapters, articles and sections
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of the West Virginia Code as they pertain to fiscal matters. Our findings are
listed below.

Deposits to State Treasury

During our test of compliance of daily liquor sales, we noted the West
Virginia Alcohol Beverage Control Commissioner did not comply in all cases with

Chapter 12, Article 2, Section 2 of the West Virginia Code, as amended. Chapter

12, Article 2, Section 2 of the West Virginia Code, as amended, states, "All

officials and employees of the State authorized by statute to accept moneys due
the State of West Virginia shall keep a daily itemized record of such moneys so
received for deposit in the state treasury and shall deposit within twenty-four
hours with the state treasurer all moneys received or collected by them for or
on behalf of the State for any purpose whatsoever." We noted that 87 stores had
at least one instance of noncompliance with Chapter 12, Article 2, Section 2 of
the West Virginia Code, as amended, in fiscal year 1984 and 74 stores had at
least one instance of similar noncompliance in fiscal year 1985,

Our tests of deposits revealed an employee in Store No. 43 - Ripley,
was holding moneys in her personal possession for a period of time before the
moneys were deposited. In addition, a sale in the amount of $3,034.01 was split
into two deposits by Store No. 178 - Morgantown. The results of our examina-

tion follow:

Date Amount Date of
Store No. Location of Sale of Sale Deposit

43 Ripley 08/15/83 $ 823.14 08/20/83
43 Ripley 08/18/83 $ 742.20 08/25/83
43 Ripley 08/24/83 $ 802.08 09/07/83

43 Ripley 09/03/83 $ 800.00 09/08/83
43 Ripley 09/03/83 1,500.57 10/13/83
$2,300.57 '

178 Morgantown 07/02/83 $ 303.40 07/05/83
178 Morgantown 07/02/83 2,730.61 07/06/83
$3,034.01




According to a letter addressed to the employee in Store No. 43, dated
September 8, 1983 from the Commissioner, the employee verbally admitted to the
District Manager and Manager that she had failed to make the “required deposits”
in the proper manner and that she had kept the money in her personal possession.
Required deposits are in reference to the sales made on August 24, 1983 and Sep-
tember 3, 1983. The employee turned over to the District Manager the sum of
$800.00 on September 8, 1983. The remaining $1,500.57 was received by the Com-
missioner from her on October 13, 1983 and deposited the same day. The employee
was dismissed from her position on September 8, 1983 and the matter was referred
to the Prosecuting Attorney of Jackson County.

During the period July 1983 through February 1984, the Alcohol Beverage
Control Commissioner did not receive bank statements detailing deposit activity
in the State Treasurer's receipts accounts at local banks. Since March 1984, the
West Virginia Alcohol Beverage Control Commissioner (ABCC) has been obtaining
bank statements from the State Treasurer. The statements are reconciled on a

timely basis by ABCC personnel. A policy directive was also issued in the same

month which set forth procedures to strengthen internal control over cash assets

and to assist in preventing and detecting such irregularities that we noted in
our examination.

We noted at Store No. 85 - Delbarton, the sale of $884.96 could not be
verified as having been deposited. We were unable to locate the appropriate bank
statement or deposit ticket.

Due to the fact that the State Treasurer's receipts accounts are not
periodically cleared of all collections, it is not possible to determine whether
the deposits which were not located on bank statements and those for which bank
statements could not be located were in fact deposited. It is possible some cash
shortages may have existed.

We recommend the West Virginia Alcohol Beverage Control Commissioner
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comply with Chapter 12, Article 2, Section 2 of the West Virginia Code, as

amended, and internal policy regarding deposits and evaluate those occurrences
noted in our examination to ascertain the probability of cash shortages.

ABCC eartien this year met with Mr. Jerry Simpson of the Treasury of
State's Offices concerning the accuracy and timediness of bank deposits. We have
Lnstructed the stores/agencies o comply with the procedure that details the store
terminals "end of day" process which requires that the daify safes amount musit be
An agreement with the deposit s8ip, daily sales summary and the bank deposdit ne-
conded on the store terminal. Afso, we have instituted a system in house that
matches "polled" deposit amounts with the validated deposit tickets. This report
i forwanded to the Treasuny's Office daily fon thein information. When your 4inal
neport 44 nrecelved, I will forward a copy of the noncompliance concerning deposits
10 akt stores and agencies, again emphasizing the importance of timely bank de-
POALLS .

As stated in your findings, the problem at store no. 43 in Riptey has
been resclved.

The speit deposit Agency 178, Morgantown, {5 unusual and L8 Aometimes
assoclated with the malfunctioning of stone terminals .

The Listing of the untimely deposits of the stones fon the period FY 1984
and FY 1985 have not been verified by oun stafd. However, a sampling o4 Local
banks used by ourn stones throughout the State condirmed that deposits made aftenr
a specified time each day are included with the next days business. Depending on
cireumstances such as holidays, Thursday deposits could be posted on Monday and
Fridays on Tuesday.

The date for the sales of $884.96, at store no. 85, Delbarton, was July
1, 1983. A copy of the bank statement and deposit s8ip has been rhequested from
this bank.

I am confident that zthe checks and balances in place and the Zine of




communication with the Treasury's Office will prevent any cash shortages.

Wine Gallonage Tax - Late Filings and Interest Penalties

Suppliers were not submitting their wine gallonage tax returns to the
Commissioner in all cases in accordance with Chapter 60, Article 8, Section 4 of
the West Virginia Code, as amended. In turn, the Commissioner failed to implement
Chapter 60, Article 8, Section 10, Subsection 1 of the West Virginia Code for
the assessment and collection of interest and penalties.

Chapter 60, Article 8, Section 4 of the West Virginia Code, as amended,
states, "... Before the sixteenth day of June, one thousand, nine hundred eighty-
three, and the sixteenth day of each month thereafter, every supplier shall make
a written report under oath to the Commissioner showing the identity of the pur-
chaser, the quantity, label and alcoholic content of the wine sold by the supplier
to West Virginia distributors during the preceding month, and at the same time
shall pay the tax imposed by this article on the wine sold to the distributor
during the preceding month ...." We tested 70 suppliers and found 59 percent of
them were late in filing a tax return with the Commissioner. In all cases of de-
linquency, interest was not assessed and collected by the Commissioner. Chapter
60, Article 8, Section 10, Subsection 1 of the West Virginia Code states, "The
tax imposed by this article, if not paid when due, shall bear interest at the rate
of six percent per annum, from the due date of the return. Each assessment or
deficiency notice made by the Commissioner shall bear interest at the rate of six
percent per annum. In all cases of delinquency or extensions of time, interest
shall be assessed and collected ...."

We recommend the Commissioner comply with Chapter 60, Article 8, Section

10, Subsection 1 of the West Virginia Code.
On July 1, 1985, the Agency ook siteps o comply with the section of the

West Virnginia Code specified. Since that time, 955% 04 the wine suppiiens have

§4<ted the necessary reponts in a proper and timelfy manner. The Agency has coflected
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$3,997.94 in penafities and interest from those who have giled 2ate since that time.

Equipment Inventory

While examining the Agency's records, we noted 44 percent of the items
tested could not be traced to the physical location as it was listed on the equip-
ment inventory report. It appears equipment inventory is not updated on an annual
basis.

Chapter 5A, Article 3, Section 42 of the West Virginia Code, as amended,
states, "The head of every department of the State dovernment shall, on or before
July fifteenth of each year, file with the director an inventory of all real and
personal property, and of all equipment, supplies and commodities in its possession
as of the close of the last fiscal year."

We recommend the Commissioner comply with Chapter 5A, Article 3, Section
42 of the West Virginia Code, as amended.

Pretiminary work has been initiated to bring the fixed asset inventorny

system (currnently at 1SSD) 4in house and an employee has been assdigned £o maintain

control of this function. Procedures are in place fon taking equipment inventories

and reporting the movement of this inventory between stones and at the Central
Ofg4ce.

Salary Paid Before Services Rendered

At the end of November 1983, an employee's annual leave balance was zero
and sick leave was a negative 13 hours, 19 minutes. The employee was paid her
full salary according to the November 1983 Current Gross Register. In addition,
the sick leave record for the succeeding month started with a zero balance. It
appears the employee never made up the sick leave time which was used in excess
of what was accumulated.

According to Chapter 12, Article 3, Section 13 of the West Virginia Code,
as amended, "No money shall be drawn from the treasury to pay the salary of any

officer or employee before his services have been rendered."




We recommend the Commissioner comply with Chapter 12, Article 3, Section
13 of the West Virginia Code, as amended.

The employee in question was paid gor the entine month of November, 1983.
However, zhe total in question was accrued and deducted grom Leave time and sick
time earned 4in December of 1983. This fallure to follow Agency policy has been
brought to the attention of the Division Dinector at fault.
Sick Leave

One of our standard audit procedures is to check for possible abuse of
sick leave. We checked sick leave records for seven employees during the period
July 1, 1983 through June 30, 1985. The results of our examination follow:

Sick Leave Taken Before and
Total Sick Leave Taken After Weekends/Holidays/Vacation Days

Employee (Hours/Minutes) or Days Store Was Closed Percentage
1 144,50 91.00 63%
2 70.45 67.30 96%
3 98.00 90.00 92%
4 100.15 61.25 61%
5 147.35 90.25 61%
6 87.40 72.45 83%
7 126.00 88.00 70%

Civil Service Rules and Regulations' Attendance and Leave Section 16.05,

Suspected Leave Abuse, states, "When an employee appears to have a pattern of leave

abuse, the appointing authority may request appropriate substantiation of the em-
ployees' claim for leave, for example, verification of illness of less than three
days."

We recommend the Commissioner determine if some employees may be abusing
their sick leave privileges and, if so, apply Section 16.05 of the Civil Service
Rules and Regulations.

Medical problems were involved with three of the employees Listed, o4

which we were aware of at zhe time. Agency directons and supervisons have been
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notified of the necessary steps to be taken to distinguish and handle possible feave
abuse. We are using quarterly computer reconds to moniiton absences. This monitorning
has begun the utilization of Section 16.05. ALso, directors and supervisons will

be reminded to use the cofon coded calendarns.

Social Security Matching

In September 1984, the Agency paid $23,048.60 in Social Security Matching.
Based on wages of $344,009.91 for the last half of September 1984, at a rate of
employer matching of seven percent of wages, the amount remitted should have been
$24,080.69 - a difference of $1,032.09.

We recommend the Commissioner remit $1,032.09 from the Social Security
Matching Account (9270-08) to the Social Security Division.

This was, in fact, an erron in the payment of Social Security Matching
Fund. The necessary steps will be taken to conrect this. 1t 4is amazing that this
happened nearly two years ago and was processod through several Szate agencies un-
detected.

Travel Expenses

The test of travel expenses revealed a former department director charged
404 miles for a round trip from Charleston to Alderson on January 12, 1984. The
mileage diagram prepared by the West Virginia Department of Highways shows the ap-
proximate mileage is 250 miles traveling the farthest route. It appears there
could have been excessive mileage charged of approximately 154 miles. The expense
account did not mention vicinity driving.

The Governor's Travel Regulations, then in effect, state, "... Reimburse-
ment for the use of employee's personal car in connection with State business will
be at the rate of twenty cents ($0.20) per mile. Such reimbursement rate shall
apply between the employee's headquarters and any designated location of work as
approved by his department head ...." It appears the employee involved may have

received an excess reimbursement for mileage of approximately $30.80.
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We recommend the Commissioner determine if excess reimbursement occurred,
and if so, seek to recover $30.80 from the employee.

The employee invclved with the travel expense erron is no Longer with the
Agency. We were unable to ascertain L4 Local mileage was invefved. The recovery of
the excess reimbunsement is doubifue. We are giving consdderation to ways of pre-
venting this in the future.

Disposal of Records

In our test of liquor purchases, we could not locate the Auditor's Ware-
house Daily Summary Reports (old computer system) for the following dates:
09/30/83 07/10/84
10/06/83 07/11/84
04/19/84 07/12/84
07/19/84
In addition, we could not locate the Validation - 290 Card and CRT Print-
outs (new computer system) for July 19, 1984 and January 8, 1985. The Agency converted

to the new computer system in mid-July 1984. Therefore, we looked for the July 19,

1984 reports in both systems. These reports were necessary to verify liquor pur-

chases were actually inventoried. We were able to verify the liquor was received
at the warehouse, but could not ascertain the liquor was added to the computerized
inventory without these reports. The Director of Inventories informed us that
liquor received in the warehouse was added to inventory the day of receipt or the
following day. For the liquor purchases in question, (for detail of liquor purchases
In question, see page 21 of this report) we looked on reports for the first three
days following the date of receipt, but could not verify the purchases were in-
ventoried.

The Starcom Computer System (new) generates several types of reports.
Some are useful for only internal purposes. The Director of Inventories is cur-
rently preparing a list of reports the Starcom system generates. The list will
give the name of the report, the type of information contained in the report and
1ts purpose. The Agency's purpose in preparing this list is to ascertain from
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proper authorities which records are required to be retained. The reports gener-
ated by the computer are bulky. Consequently, storage of records is troublesome.

Chapter 5, Article 8, Section 17, as amended, states, "No record shall
be destroyed or otherwise disposed of by any agency of the State unless it is de-
termined by the administrator and the director of the division of archives and
history of the department of culture and history that the record has no further
administrative, legal, fiscal, research, or historical value."

We recommend the Commissioner comply with Chapter 5, Article 8, Section

17 of the West Virginia Code, as amended.

We would nemind you that during the period of July 1, 1983, through June
50, 1984, the Agency was in the process of converting computer systems. Internal
reconds were being used to run one system, whife tesiing another, and were probably
misplaced.

INTERNAL CONTROLS AND ACCOUNTING SYSTEM

As a part of our examination, we reviewed and tested the system of in-
ternal accounting control to the extent we considered necessary to evaluate the
system as required by generally accepted auditing standards. Under these standards
the purpose of such evaluation is to establish a basis for reliance thereon in
determining the nature, timing and extent of other auditing procedures that are
necessary for expressing an opinion on the financial statements.

The objective of internal accounting control is to provide reasonable,
but not absolute, assurance as to the safeguarding of assets against loss from un-
authorized use or disposition, and the reliability of financial records for pre-
paring financial statements and maintaining accountability for assets. The concept
of reasonable assurance recognizes that the cost of a system of internal accounting
control should not exceed the benefits derived and also recognizes that the eval-

uation of these factors necessarily requires estimates and judgements by management.




There are inherent limitations that should be recognized in considering
the potential effectiveness of any system of internal accounting control. In the
performance of most control procedures, errors can result from misunderstanding of
instructions, mistakes of judgement, carelessness, or other personal factors.
Control procedures whose effectiveness depends upon segregation of duties can be
circumvented by collusion. Similarly, control procedures can be circumvented in-
tentionally by management with respect either to the execution and recording of
transactions or with respect to the estimates and judgements required in the prep-
aration of financial statements. Further projection of any evaluation of internal
accounting control to future periods is subject to the risk that the procedures
may become inadequate because of changes in conditions and that the degree of
compliance with the procedures may deteriorate.

Our study and evaluation of the system of internal accounting control
for the period July 1, 1983 to June 30, 1985, which was made for the purpose set
forth in the first paragraph above, would not necessarily disclose all weaknesses
in the system. However, such study and evaluation disclosed conditions that we
believe to be weaknesses. The weaknesses are discussed below.

Inventory Records - Liquor Purchases

During our examination of liquor purchases, we noted 60 cases (three
bottle codes) amounting to $1,337.37 at cost, were verified as being paid for and
received at the warehouse but were not added to the computerized inventory. We
were informed that liquor received in the warehouse was added to inventory the day
of receipt or the following day. In an attempt to locate these bottle codes, the

Auditors' Warehouse Daily Reports were checked for the date of receipt and three

days following the date of receipt. Using this method, we were unable to ascertain

if 60 cases of three bottle codes were added to inventory. The results of our ex-

amination follows:




. Purchase Amount
Transmittal Order Bottle of Cases Date Amount
Number Number Distiller Code Received Received Paid

873 84-249  "21" Brands, Inc. 410 50 11/09/83 $ 881.20
873 84-297  Fisher Ridge Wine Co. 191 12/01/83 456.17

5
192 5 12/01/83
6 $1,337.37

We recommend internal controls over liquor purchases be strengthened.

Copies of zthe Auditon's Warehouse Daily Repont forn 537 04 the cases
questioned have been Located. These computer reponts show cases on hand begore and
agten necelpt of the merchandise questioned. However, we have been unable to ZLocate
Zhe document to substantiate the merchandise Zisted on the 1983 transmitials fon the
60 cases.

I believe that the necessary controls for warehouse Lnventory are in place.
The Lnventory taken every six months by the Field Auditons tuwuns up onby minorn Ln-
ventory adfusiments. Consddering the amount of Zuwwnover, the system speaks for
Lisels.

Inventory at Store Level

During our test of inventory at the store level, we noted six bottle
codes received at the store, according to the MTD Merchandise Stock Ledger, but
these items could not be verified as being shipped by the warehouse or received
by the store. The results of our examination follow:

Store Receipts

per MTD Merchandise
Month Store No. Location Bottle Code Stock Ledger (Cases)

December 1984 13 Kermit 1750 1
December 1984 13 Kermit 1228 1
December 1984 93 Dunbar 7071 2
December 1984 94 Weirton Heights 703 1
December 1984 166 Harman 249 ' (3 bottles)
December 1984 166 Harman 599 1




We recommend internal controls over shipments to the stores be strength-

We did not nesearch the December 1984 shipments indicated. Without
specific dates, tracing each transaction would have been time consuming in that
December 44 the tangest sates month of the year.

One possible neason 4s that the merchandise was thansferred between sztones
rather than shipped from the warehouse. Again, 1 believe the check and batances in
The sysiem and the monthly store audits will identify these problems if they occun.

Leave Records

Our examination of leave records revealed 12 calculation errors in the
accumulated balances of annual and sick leave. Of the 12, eight occurred in fiscal
year 1884 and four in fiscal year 1985. The schedule below depicts the errors with
parentheses designating understatements of leave time and no parentheses designating
overstatements. The results of our examination follow:

Annual Leave Sick Leave
FY 1985 Hours/Minutes Hours/Minutes

Employee -
Employee -
Employee (4.50)

Annual Leave Sick Leave
FY 1984 Hours/Minutes Hours/Minutes

Employee
Employee

1 -
2 (3.16)
Employee 3 10.13
4
5

Employee
Employee

(11.12)

We also noted eight instances where discrepancies existed between time
cards, monthly time record sheets and time sheets. In these situations, it was
impossible to determine the employees' actual leave time.

We recommend internal controls over leave records be strengthened.




Durning 1984, the Agency began using a computer generated time repoit fon

necording deave time. Ernons, as meniioned Lin your heport, Ln some cases were noi

pound and corrected until two orn three months fater. We have continued 1o review

the existing system to determine if any improvements can be effected.

General Journal - Posting Errors and Omissions

The cash control subsidiary accounts of the general journal contained
posting errors and omissions. The subsidiary accounts involved were court hearing
fees, ethyl alcohol permits, lists and publications, and transportation permits.

"The results of our examination follow:

Court Ethyl '
Hearing Alcohol Lists and Transportation
Fees Permits Publications Permits

Collections per

General Journal $6,923.00 $ 560.00 $ 635.00 $10,630.34
Erroneous Postings (23.00) (110.00) -0- (100.00)
Omissions 600.00 50.00 23.00 110.00

Adjusted Collections $ 7,500.00 $ 500.00 § 658.00 $10,640.34

We recommend internal controls over Cash Control Account (9270-99)
subsidiary accounts be strengthened.

The General Jouwwal Cash Account (9270-99) has atways been reconcited
with the Account Status Report grom the Auditor's Office and has balanced in tofak
deposited amounts each month. In 1984, we began bafancing Line items within this
account with the Agency cash book. ALL ernons found were incurned before this
procedune was implemented by the ABCC Accounting Depariment.

We found in alt cases that the deposits were neconded correctty o the
Cash Account (9270-99) but had been posted incorrectly to the tine items wiihin
tnat account as fodLlows :

Deposit No. 84-31P dated 12/14/83 in zthe amount of $110.00 posted in

Quon X0 the ethyt alcohol permits instead of transportation permits .




Veposit No. 84-6-HLP in the amount of $20.00 and §4-7-HLP $3.00 were

posted in error o court hearningd instead of &iszs and publications.

Deposit No. §4-7-HLP and §4-18-HLP both in the amount 0§ $300.00 were
posted in enron to Lists and publications instead of properly posted to court
hearings .

Veposit 84-30-P for $50.00 posted in ernon to transportation permits Ain-
sxead of ethyl alcohol permits .

Veposit 84-7-P fon $181.00 of which $50.00 should have been posted to
miscellaneous and only $131.00 posted o transportation permits .

ALL cash was accounted for in the Cash Controf Account. There however
was erroneous postings between individual Line items. There was no omission o4
codlections .,

The internal controls for the General Journal cash account include
batancing Line items to zhe cash book and batancing all collections and payments

2o the account status report from the Auditon's Off4ice each month.









































































