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FISCAL YEAR-END FOLLOW-UP REVIEW OF THE AUDTT REPORT OF THE
ATCOHOL BEVBRAGE CONTROL ADMINISTRATION (ABCA) FOR TIIE PEzuOD
JULY 1,2000 - JUNE 30,2002

Ia accordaace with your instructions, we conducted a second fotlow-up rcview to examiqe the
implementation ofcertain repoomendatioas aontsined in the ardit ofthe ABCA for the period July
l, 2000 - June 30, 2002 which we formd had not b€eu furplemetrted dudng our itritial follow-up
review. In conducting this follow-up, we met with the following ABCA employees: Actitrg
Commissioner Ronald Moats and Tom Mullins, Dircctor ofAccounting. I|1 additio!, we rcviewed
new procedures implemented to comply lnith audit rccomm€rdafioDs. Our review shoqs coutrclg
have been strengthened aud rccoEEetrdstioDs bave been folloved in several iDstances. For eight of
the 1 I areas we rcvieweq the ABCA bas complied with our audit recommendations. In one other
area they bave akeir significaot strps to conply aJrd should be in compliance in the near futle.
Howeve!, in two instance the ABCA has not complied with audit recommendations. The specific
actiors taken by the ABCA with rcgad to the I I findings ad recoonendstiol8 reviewed sre 8et ow
as follows:

FII{DING #1 . NWENTORY OF EVIDENCE ROOM & FINDING #4 -DESTR.UCTION OF
NON4ASE EVIDNNCE

The ABCA had a lack ofcontrol procedures over seized evidence and evidence forms. We rcpoted
in oru prcvious sudit the lack ofcontrol procedures over the disposition ofseized evidence as well
as the proper safeguarding of cash evidence.



We Recommended:

The ABCA should comply with Chapter 12, tuticle 2, Section 2 of the West Virginia Code, as
anended The ABCA should also comply with Chapter 5A, Article 8, Section 9 ofthe Wcst Viryinia
Code, as smeade4 by implemsdilg conhol procedures to accoult for the disposition of widence,
as well as stengtben controls over the disposition of evidence fouowhg settlement of the
correspondiog violations.

Agency Acdon:

The ABCA h8s automated the tracldtrg ofall selzed cash alrd roFcrsh evlderce by deyeloplng
a computer prog|lm that hacks all evldelce by docket number and case rumber. When selzad
evlde[ce ls brought to the ABCA Maln Offce., one oftwo erforcement personnel wfth access
to the eyldence room EII marually log the selzed evldence lnto thls computer system yla a
computer setup nahtahed h the evlderce room. Orce all relevart hforEadon has been
ent€re4 erforcement persortrel cer gererate dally reports from thl8 system whlch reflect the
status of the correspondhg vloladon cas6. Thus, selzed eyldence car be dlsposed ofto s more
dmely rnanner as cases are adjudlcated.

Post Audlt DMrlor Comments:

ActioD takfl i8 in compliaoce with our rccomnendatio!-

FINDING #3 - FEE SCEEDIJLE FOR ASSESSMENT OF FIITES AIID PENALTIES

The lack of a formal fee schedule provides the opportunity for licensees who commit the same
violetio(s) !o be filed oo an rmequal basis. This same filding e/as reportcd in the prvious audiL
Also, the ABCA bad no writeir procedures for c€se dimissals.

We Recommended:

The ABCA should comply with Chapter 60, Article 7, Sectioo 13 ofthe West Virginia Code, as
amended Also, the ABCA ne€ds to implement, by legislative rule' a fee schedule wabtishing
guidelircs for fines and penalties as well as developing a writFn procednro providing for the
dismirqal ofprE"hesdng cases as tley agleed to do in their reaoos€s bo our last post audit

Agency Acdons

No acdon has bee! takeL AccordlDg to the ABCA Commbsloner,I fee schedule ls rot loglcal
due to the dlvere Dature ofvlolador& Abo, the CoEmlssloner told us a wrltter procedtrre for
case dlsEl,ssals ls urtrece$sary shce the dlscredon ehetler or not to dlsmlss a csse rests wlth
the CoEml$do[er.



Post A[dlt Dlvlslor Comments:

The ABCA should implement by legislative rule, a fee schedule for fires and penalties to eDsure
Iicelsees are not fined on an unequal basis. They should also develop a written procedure for case
dismissals. fhs Commissiqaer may dismiss cases at hidher discretio4 bowever, there should b€
some guideliles established to avoid the appearance of favoritism or prejudice.

FII.{DING #8 - ENFORCEMENT ACTIVTITES NOT PROPERLY DOCUMEIYTED

We were urable to detemine if lic€Ne suspensiors issued agairst folrr lic€lse€s as part ofthe fines
atrd peDalties levied by the ABCA werc complied urith because the ABCA did not mainbin recods
docunenting visits by edorcement penoruel to the liaensees' place ofbusiness" This same fiadilg
was rcported in the previous audiL

We Recommended:

The ABCA should coEply with Chapter 5A, Articte 8, Sectioo 9 of the West Virginia Code, as
amende4 by strengtbening controls over the verification of licens€e compLiance q,ith license
suspensions.

Agelrcy Acdon:

The CoEmlssloler told us the enforc€D€nt dlvlslon ls ln the proc€s ofrpdatttrg lts pottd€r aDal
procedur€s. A form has beetr developed to document on slte vlslts by eDforcemert persotrIrel
who rilll vlslt tle busLress€s who have had llceus€s suspeud€d.

Post Audit ltMslor CoDmentr:

The ABCA has suMntially complied with our audit rccommEndatio!-

FINDING #I() - ISSUANCE OF POSTAGE STAMPS TO EMORCEMENT PERSON}'EL

We noted the Enforcement Division issues stamps in lieu ofusing pre-addressed stamp€d envelop€s
or reinbursing inspeclors for postage expe$es for mailing corespondence fiom their homeg which
are theh desigDatld headquartem, to the ABCA- This somo filding was repored in tho previous
audiL

We Reconmended:

The ABCA should comply with Cbaptsr 5A, tuticle 8, Section 9 of the West Virginia Code, aB

amende4 by shengthening contols over the issoanc€ ofpostage stamps to enforcement pelsormel.
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Agency AcfloD:

wlth the equlpplng of &U eDforcement personlel wlti handheld 8carrerr to conduct
l$pecdons, the abllty of dowdoadhg lnspectlon reports to the ABCA Mah Office from the
neld has decreased the amount ofpostage ne€ded by elforcement persornel for tie Eallhg of
corresporderce to the maln ofnce. The Commlsslorer also stateal tie lssuarce of cell phon€s
to all erforcemert peBonnel and the emall capablllty aysllable to erforcemetrt persoDnel
through coEputers lssued to them h8s also decreai€d tle nse ofpostage. No frrrther acdo! har
been tsker by the agency.

Post Audlt DlvlsloD Comments:

The ABCA has partiauy complied qrith our audit rccoEmendatio!; however, the ABCA should
comply wi th Chaptq 5A, Article 8, Section 9 ofthe West Vlginia Code, as amended and discontinue
issuing postage stamps to employees ad reiEburse smploye€d ir the few iDstaoc€s when they need
to purchase postage.

FII\TDING #12 - ACCOTJNT REOIJIRED BY STATUTE NOT CREATED

As of June 30, 2003, the ABCA had not qeat€d a! accorrxt called the 'Iretal Alcohol Syndrome
Account".

We RecoEmended:

The ABCA should comply with chapter 60, Article 6, Section 25 ofthe west Viryinia code. If the
ABCA considers the current taw to be iEpractical or imposs-ble to comply witll freq the ABCA
should propose legislation that would enable them to comply with the Code.

AgeDcy Acdon:

Both the Cornrnhqioner ard l)lrector ofaccoIIrdng tlld u8 the Fetd Ncohol SSrldrome Account
wlu be creattd when tlds accomt co!.ld be udllzed through the deposldng of monles to thls
sccourt from the as8€6sment of fres rdathg t! llcense$ not portlng slgns wsrDhg of the
posslble alangel3 of blrth defectE whlch may r€sult from the cotrsuDpdon of alclhol drrlng
pr€grarsy. Thb acdon wa! reoonrmended by the Stst! Audltor's Olnce ard Govemol's
Budget Ofica.

Post Audlt IlMrlon Comments:

If the ABCA 6tabtishes the subject ac@unt when fires are levied and colleced tley will be
substantially complying with oul EcoEmendatioDs.



['I]\'DING #16. ASSESSMENT OF FEDS WTIEOUT STATUTORY AUIqORITY

Duling our audit ofrcvenues couected by the ABCA, we noted the ABCA was charging licensees and
intelEsted pelsons variols fees without statulory authority. These unauthorized fees included a
processing fee !o conduct a criminal backgrolmd check, copy charges, and participation fees for
attending a TEAM/TIPS tcaining seminar conducted by the ABCA This same finding was reported
in the preyious audil

We RecoEmende*

The ABCA should discontinue charging fees that are not authodzed by statute !o liceDse applicants
ald i[terested peFons.

Agercy Acdo!:

The ABCA has fled proposed rule chang€s wlth the Secret ry of Stste's Omce whlch would
allow tie ABCA to charge llcense appllcanas a procBslng fee for cotrducdng crlElnal
backgroud checkr. Also, tie Com.Elsdorer told u8 the pardclpadon fets charged persoDr for
attendlng TEAIIUTIPS trahlog seEl-trarr corducted by the ABCA are belng phaJed ouq whjlle
copy'ng charges assessed persoB for copl6 ofvarlous records offered by lhe ABCA hsve |rot
beer addre*sed ln the proposed ch&trges of the ABCA'S leglslatlve rul€s.

PNt AuaUt DMslon Commerb:

The ABCA bas suMrfially coEplied with olE audit rccorDmeodatioD-

FINDtr{G #I7 - \YILI{ALL ORDERS

During our audit ofliquor receipts, we noted nine instalrc€s \f,hcre tle ABCA allowed retailer8 !o
place 'will-cau" oders for morc thalr tgn qses.

We Recommended:

The ABCA should comply with Ti0e 175, Series l, Sectior 4.7.6 ofthe Legislative Rule for Retail
Liceosee Operarions conceming'.\wil+sll" ordels.

AgeDcy Acdon:

The ABCA h83 med proposed rule changq wlth the Secretary of Stlte's Offce whlch woEld
allow rdallers to purchase howeyer mary c{ses of llquor they wanted when placlng a 'hdtl-
call'order.

Post Audft Dlvlslor Commertsl

ActioD taken is in compliance with our audit recoml]]endation
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FINDING #19 - DEPOSITING OF LICENSING REVENTJES TO WRONG ACCOUNT
RESULTING IN EXCESS CASE BALANCE

During our audit of liaelsirrg revenues, we rcted l9 instaoc€s totaling $17,550.00 where various
license fees collected by tbe ABCA were deposited to the wrong account This same finding was
repoltrd in the prcvious audil

We Recommended:

The ABCA should comply with Chapter 60, Article 7, Section 6 of the West Virginia Code, as
amerded

Agency Acdor:

The ABCA sdll conthues to deposlt prlyate club llcense fees to the Gereral Admlnlstrative
Accourt rather than rltrectly to the State Genersl Revetrre Furd ln norcoEpllance vlti
Chapter 60, Ardcle 7, Sectlon 6 ofthe WV Code' as ameraled. Th€se monl€s are perlodlcaJly
transferred to the State Getreral Revelue Futrd through st tutory transfers. The dlr€stor of
accoulrt|trg told us tie GoverDorts Brdget Offlce dlr€c8 the ABCAwher to tralrsfer ti€se fouds
to the State Getrerql Revenue Fund.

Posf AuaUt Dlvlslotr CoDmerts:

The ABCA shonld coEply with Cbspter 60, tutiale 7, Sectioo 6 of the West Virginia Codo, as
amende4 by depositing private club lic€nse fe€s dircctly !o the State G€neral Revenue Fund-

FINDING #20. NON-ST]TT'ICIENT f,LECTRONIC FUNDS TRANSFERS (E['TS|

As loted itr o1lr Fevious two auditi, the ABCA mntimes !o accept EFT payments from rctlilers aftsr
two non-sufEcie[t BFIS have b€en rcceived during a calenda( year.

We Recommetrded:

The ABCA should comply eith Tide 175, Sedes l, Section 4.62.c ofthe t€gislative Rule for Rehil
Licensee Operations.

Agency Actlon:

The ABCA has ffled propos€d rule changes wlth the Secretary of Staters Omce whlch would
reqdre fr[ther orders rec.elved from retallers be prechded undl paymetrt ls recelved for any
NSF EX-I5.

Post Audlt Dlvlslo! CommeltJ:

Action taken is in compliance with our audit recommendatioD-



FINDING #25 - BAILMENT FEES

We loted 28 iDstanc€s totaling $21 ,09 I . I 5 where the ABCA did not charye the distiller for bailmenr
fees immediatety upon the alcoholic liquors being delivered !o the warehouse.

We Recommended:

The ABCA should seek to amend the aforementioned kgislative Rule to allow the practice of
deducting the amoum for bailoent fee charges ftom the aDount due the distiler for withdmwals of
their stock from bailment inventory ifthey believe this to be the most efficient method The ABCA
should also complywith Title I 75, SEries 6, Section I I . I oftbe Legislative Rule o! Bailment Policies
and Proced.ures until the rule changes.

Agency Actlo!:

The ABCA has fled proposed rule chauges wlth the Secretsry of Slete's Omce whlch modlffes
the ABCA'S curretrt rule for ballEeDt lrventory to reflect the ABCA'S currert pracdce of
a.$e€$hg llquor dlsdlleB for ballment f€f,s oeed the agercy.

Post Aldlt Il{tdslotr CoEmetrtr:

Action taken is in conpliance with our audit rccommendatioD.

FINDING #29 - BAILMENT II{VENTORY

We noted a lack ofsegregation ofduties between tlp employee who destsoys damaged Foduot and
the eEployee who prEpares the claiDs aDd a lack of invEntory for individual bottles which becoms
separated fiom packaged c€ses. This salne finding was reported in the prwious audir

We RecoDmended

The ABCA should comply with Chapter 5A, tuticle E, Section 9 of the West Vtgida Code, as
ame.nded.

AgencT Acdotr:

The ComElssloner hformed 18 that the clalm form has been modned to hchde ths slgnature
of tie eEployee sho Fthe$seil the destrucdo! ofthe dsnaged producl Ee alro Informed us
that the ABCA has started malnt lfng Bn lnyentory llsdng for hdlylduol bottles wbich become
separated from packaged cases on I word perfect me because the ABCA ls not &ble to reflect
the locadon charge of thls lnvetrtory ln thelr comprterlzed bailmelt lnventory system as lt lg
currently set np.

Post Audlt DlYlrlo[ Commenb:

The ABCA bas substantially complied with our recommendations.
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