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To the: Board or Regents of the 
Universities and stat-e College of Arizona: 

The report covering our examination of the accounts of 
the Associated Students Bookstore of the University of Arizona 
for the fiscal year enderl June .30, 1961 is submitted herewith. 

We have reveiwed the accounting proaed-u;res of the Bookstore 
in the light of steadily increasing sales volume. Our review 
has led to a number of recommendations looking toward im.p...1'"0vement 
or internal check and control. Since these recommendations are 
procedural in na.tt1re and do not invoive policy decisions, we have 
incorporated them in a supplemental lett-er. The supplemental 
letter has been directed to the University Comptroller and Trea, ... 
surer, with copies to the Associated g.iudenta and Bookstore 
113.nagers,. 

September 21, 1961 

Bespeottully subn.i.tted,,

Alvred B. Nettleton 
General Examiner 

.A�.Pv/ tf-�1-

f ;�s�� �.- �rey {J /1 

Examiner 
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�uixi, 1960�9_,,.Jmle ;o .. J.92.l 

For a number of years we have prepared one examination report for the 
Associated students including both Activities and :Bookstore. The annual volume 
of the Bookstore's sales has now become·so 1arge 7 and the nature of it.s opera
tion is so different from the· Activites� that we ha1J'-e felt separate: rep0rts for 
each or the two ms.Jor·area.s ot the Associated Students should be issued. Accord
ingly, this report deals only with our examination of Bookstore accounts. Acti
vities accounts will be covered in a separate, .. subsequent. report. 

egmn1r1son qt. 196Q-61Ji�su1tg vtL19�-6o 

The Bookstore's operating results, shown in detail in Exhibit A� are sumnar
:ized as follows: 

Net Sales 
Cost or Goods Sold 
Oto¥ Margin on §!les
Operating Expenses 
Net Ope;c114mt JPSQQi 

t:mn.§a.lU 
Interest Income 
:IQm1 Ne;tj)pera;t;irai 

J;qgqme 
Transferred to Activite.s and 

Intercollegiate Athletics· 
AM�4 ;to.· SyrpJ.v.s 

Ja60--61 
ammmi :·.. ax: eent 

$ 645,693 100.0 

$ 

� :Zlrl 
173;467 26.9 

-

94,7RZ· JA;,:Z 

78,720 12.2 
m J,. 

79,502 12., 

�-l·QQ J..,& 
67&-202 "J.O:.t., 

1959-60" ,;, -
.A;guuk �· oeut 

$577,121 100.0 

-

·$

4:z4.875 ·7£h8
122,246 21.2 
72 ,8Q2 11.t� 

42;437 
J.,671 

44,.114 

....l�al9C 

_11.8Yt 

7�·4 
� 

7.6 

.. ii.-1. 
2· .. 

. =·' -'J == 

The following comments are made with re.spect to 'the items in the above table:. 

1. Net sale·s increased $68,,572 .(11.9%) in 1960-61 over 1959-60.

2.. Gross· margin on sales increased ;.7j. Iii will be recalled that the per 
cent of gross margin declined· 3% in 1959-60 compared with 1958-59. The increase 
in this percentage in 1960-61 reflects the restoration or the reduction of the pre
ceding year, plus an additional. increase due 'to certain changes in pricing policy 
and merchandise ·sources. 

3. Total operating expense·s increased .9i of sales. Expense categories
which increased pro�rtionally more than· net sales include salaries and wages ( .. 2%},. 
office expense ( • 2,i), ad1,�rtising ( • 2%), · and Business Office service aharge ( • 5%) ... 
The increase in Business Office. service charge expense is caused by the accrual of 
the 1960.61 charge in the· 1960-61 acrcount:s in addition to the 1959-60 charge, which 
was paid in 19�0-61. The inclusion of two ye.a.rs' service. charges in 1960-61 brings 
this expense account to a current basis. 
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4" Total net operating income incrsased $35.,388 (4,,7% of ne·t sales) 'be
cause of the 5 .. 7% increase in gross margin, partially offset by the increase 
in ·�e to·i;al operating expense ra.t:i.o. 

A second floor (approximately 5,000 square feet) is scheduled to be added to 
the pre sent Bookstore building dm .. ing the 1961 ... 62 fiscal �"'ear.. Cost estimates 
for the building addition and necessary firtures and equipment, s.re not finalized 
at this time but w1.i1 probably aggregate approximately $185,000, according to the 
Bookstore Nanager .. 

The enlargement project will require the use or mos"t of the Bookstore's cash 
balance, and may cause some loss of business during certain stages o£ c.onstru.ct.ion • 
.Af�ter 1961-62 -the a�dit:tonal selling area to be provided shouJ.d result in: increased 
sales o

Those balance· sheet items which are considered to need comment or cla.rifi�tion 
a.re discussed below: 

Q001.9n Dapoiit at Bµsinesa Office 

The Bookstore's deposit balance at June .30., 1961 was '$'16, 72·5 greater than at 
the close of the preceding year. The increase in funds on hand approximates the 
net income for the year 1960-61 plus depreciation of building and equipment.. · The 
relatively large cash be.lance will be required to finance the building a.dtil:tion 
referred to previously. 

b .trpm Yendors for Re:t{urned Merghe.W,.isa 

The total amount. due from vendors for returned merchandise at Jme 30,· 1961 
decreased $6,326 from the aomp8.rable total at. June 30, 1960. Thi�s reduction re
fleet's careful Judgment and close follow-up by the Bookstore management throughout 
the year. 

Prepaid Pµrgha;ses an4 E;gpenses 

This item represents merchandise invoices cllarged to the Bookstore by the 
Business Office as of June JO., 1961 covering merchandise not include:d in the Book:., 
store ts y.aar-end inventory. Prepaid warehouee rent of $16, is also ;neluded. 

Inventory of Je1�chandi,ge $12l,076 

The total estimated cost ot merchandise on hand at June JO, 1961 was $3,!5�7 
more than at June 30, 1960. This is a very small increase in inventory compared. 
with the increase in sales volume 11

ilrn@A Surplus 

Earned surplus increased $67,202 during 1960 ... 61, which is the amount: 0£ the 
total net income of the Booltstore in 1960-61. 

In previous ;vears,.. the balance sheets included with our .reports have shown 
surplus distributed between reserves "{reserve £or wor� capital and reserve £or 
investment in fixed t1:ssetsJ and the· unappropriated balance. We haw, discontinued 
this method of alloca�ing surplus in the bala.nce·sheet for June 30,- 1961, beca,�e 
it appeared to serve no· useful purpose. Instead, we have stated earried surplU? 
in one amount, with the preceding year's earned surpl'QS indicated com.parablf� 

Qg,nuJtan;t§ on Agcoµnting r,ogg@� 

As state.d in th� transmittal letter included in the report, we nave revie�d 
the accounting proce<i.ures .of the Bookstore in relation to the present and an·tici"" 
pated future sales voJ.ume. The recommendations resulti!')g from this review ·are 
procedural and are not set forth in this report. They have been presented. in a 
supplemental letter to the administrators dire·ctly .involvedo 
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_J2.QQ;�- ]w.5.V��O 0-_ �w:u-� 
Amount 

% of' % of Increase 
� kt-5alei.. �i. e � (�) 

Net Sales $ �693 100000 $�!t.� 100.00 $ 68,;�: 

CQ�� Q� � �lg 
Inventory, Beginning 167,539 128,09.3 
Pure.bases (Incl .. Trans. ) 11.22,Zil �\. 
Tota1 643,282 622,ltll+-
Inventory, Ending J..71.076 �'U2. 

eos:t_or C..god§Sold �.2Q,6 -Zl,J.3 ,�,82i ..:zB+S2. u� 

Qrosa.Jar.E4n on Salu_ 173..ASZ ,.26,.az. l2A,2� ...2J� 5..L� 

fmi!m:Ung �wa. 
Salaries 2512.31 Jo91 23,452 4.06 1,779 
Wages Yi ,1+34 5 .. 80 31,663 5.49 5/771 
Office E1J)enee 5,354 .SJ :3,331 .. 5S 2,023 
Light and Heat 1,125 .. 17 981 .17 U4 
Dues and Subscriptions 182 .03 174 .03 e 

State Use Tax 2,833 .. 44 J,OJ.,6 .. 53 ( 213) 
Insurance 681 .10 633 .10 4H 
Payroll Taxes & Retire .. 2,940 .46 2,485 .43 455 
Advertising J,856 .60 2,302 .. 40 1,554 
Repairs & Ml.int. 1 .,311 .20 1,1.35 .. 20 176 
Depree,. of Building 2,759 043 2,759 .48 -0-
J:eprec. of F,quip.nent J,965 "61 3, 'Ylt� .62 391
Bus.Office Service Cbgo 5,578 .86 2,206 .38 3,372 
Travel 243 .04 529 ,.09 ( 286) 
Bad Ie bt F..xpense -0- 28 -0- ( 28)
High School Senior Lay 793 .12 850 .15 ( 57) 
Rent .312 .o, 324 .06 ( 12) 
Other Expenses J..7.Q. ,Ol �ll - .Qg ( _ _lQ1) 
Total Operating Expense.a ...31.t.Jitl.. JA.� 12.sm . ....U....81 �,. 

�:le Q-g§;c1:tiD� lnaQIOO ;Crom
� 78,720 12.19 Jt2,,.4J7 7.35 36,283 

Interest Income 
... ,., 782 -- .� --1..Q.ZZ .29 ( S;l�.) 

T.ota1 Net �ing Income. 79,502 12.Jl 44,llit 7,.64 35.t388 

T--..ransfer to Activities and 
Intercollegiate Athletics J2,30Q la9Jl J2.300 -2...11 :0-.,.,.. 

Added tg surplµ;a. $ 67,202 .J:2..41 $ =.11,li� ;.;1 $ J5���§ 



BOQKS.IJJil 

�Amll 

June .lQ� !UQ -122'1. 

-
Cash on Deposit at Business Office 
Deposit in Transit 
Change Fun.d 
Aeccnmts Receivable 
Due from Vendors £or Rat •d.Uerchandise 
Prepaid Purchases and Expenses 
Inventory of Marcbandise 

Inves;tmems 
U. s. Oov't. Bonds for Building and

Equipuent Replacement

nmo A.fns:ts 
Building 
Furniture and Equipment 
'J:ptgJ, 
less: Acoumu:tatea Depreeia'tion 
Nfli Fipd Apej;.a, 

tAtaL,.Asse:tta 

Lia.bi J 1 :MAA and Sµr;glu§. 

Qurf!Dt l4agiliiieg
Accounts Payable 
Due to Bus.Ot'fiee for Change Fund 
Speeial Order Deposits 
��rem. Liabili;ti�-1, 

���� 

To:tAl. -ld,ab;tlities P4 surp1U§. 

4,, 

June 30, 
-l29l...

$155,040 
J,566 
1,600 
8,117 

10,593 
�,,124 

l'1�1ll!a-

--2,5,-935 

llO,Y/2 
. ..40..,1211 
150,700 
.Jtl.� 
l,06,8SS. 

frfil,939.:

6,,151 
1,600 

- 'i� 
7,827 

,EtQ�24 

$ fr87,9� 

June 30, Increase 
� (Di,creu,J 

$ 78,315 
3,731 
1,600 
8�945 

16,919 
-0-

167,,39 

'1:1.0l.2_ 

_25,935 

ll0"712 

--3S.28.Q 
l.49,3'2 
.. J:l.QSZ 
ll2J,6i 

4l2,2i� 

680 
1,.600 

� 
2 .,3.39 

/Jk.9lQ 

$ �1212�9 

.( 

( 
( 

.( 

$ 76,72.5 
165) 

-0-

828)
6,326) 
5.t.124 

-1·a5lt 

7�� 

-Q-

-Q ...

72.690 =::::vs ·Z 

5;471 
-0-

J,:Z 
5,488 

67,.2� 

$ 72
i
690 




