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To the Board of Regeats of the
Universities and State College of Arizoma:

The report covaring our examination of the accounts of
the Assoclated Students Bookstore of the Uniwversity of Arizoma
for the fiscal year ended June 30, 1961 is subtmitted herewith.

We have revelwed the accounting procedurses of the Bookstore
in the light of steadily increasing sales volume. Qur review
has led to a number of recommendations locking toward improvement
of intermal check and control. Since these recommendations sre
procedural in nature and do not inwolve policy decisions, we have
incorporated them in a supplemental letter. The supplemental
letter has been directed to the University Campiroller end Trea-
surer, with copies to the Associated Students and Bookstore

Managers.

Respecifully submitted,

Alvred B. Nettleton
General Examiner

Wm/@ ez o

gter A, Morey
Exammer

September 21, 1961



Introduetion

Campents on Operating Results
Balance Sheet Caoazentas

Camments on Accounting Procedurss

Exhibit A: Statement of Income and Bxpenses
for the Years Ended June 30, 1961
and 1960

Exhibit B: Bf%m Sheel, June 30, 1961 and
1S

s

N R



For a mumber of years we have prepared one exemingiion report for the
Associated Students including both Activities and Bookstore. The amnual volume
of the Bookstore's sales has now become so large, and the nature of ite opsra-
tion i3 so different from the Activites, that we have felt separate reporis for
each of the two major arsas of the Associated Students should be issued. Accord-
ingly, this report deels only with our examination of Pookstore accounts, Acti-
vities accounts will be covered in a separate, subsequent report.

‘The Bookstore's operating results, shown in de‘t.ail in Exhibit A, are swmar-
ized &s follows:

STOOUNT .- rey 1)1 Amaun Per Cen

Net Sales $ 645,693 100, O 8§ 5’7’7 121 100.0

Cost of Goods Sold . AZ8,.206 3.1 %,&ﬁ 78,8

farod 1= 173 ,48‘7 . 26. 9 122,246 21.2

_79.800 13.8

:zgmgﬁalsa 78,720  12.2 42,437 7

Interest Income ;zgg sl 1.877 i

- doigl Net Opergting

- Jugome. 79,502 12.3 PV % P A 7.6

Traneferred %o Activites and

Intercollegiate Athletics 12,309 2.9 12,300 AL
jdded Yo Surplme $ 67,202 30.4 % $ 31,814 Pl

The following commernts sre made with respect to the items in the above table:
1. Net sales increased $68,572 (11.9¥) in 1260-61 over 1959-60.

2. Oross margin on sales increased 5.7%. I% will be recalled that the per
cent of gross margin deelined 3% in 1959-60 compared with 1958-59. The increase
in this percentage in 1960-61 reflects the restoration of the reduction of the pre-
ceding yeer, plus an additlonal increase due to certain chapges in priecing policy
and merchandise sources,

3. Total operating expenses increased .9% of sales, ZExpense categories
which increesed proportionally more than net sales includs salaries and wages {.2%),
office ezpense (.25%), advertlsing (.2%), and Business Office service charge (.5%).
The inereese in Business Office service charge expense is caused by the accrual of
‘the 1960-61 charge in the 1960-61 accounts in sddition to the 1959-60 charge, which
was paid in 1960-61. The inclusion of two years' service charges in 1960-61 brings
this expense account to a current basis.



4. Total net operaeting income increased $35,388 (4.7% of net sales) be-
cause of the 5.7% incresse in gross mergin, paritially offset by the increase
in the Hotal operating expense ratio.

Enlaresment of the Bookstors

A second flcor {approximately 5,000 square feet) is scheduled %o be added to
the present Bookstore building during the 1961-62 fiscal year. Cost estimates
for the building addition and necessary fixtures and equipment are not finalized
at this time but will probably aggregate approximately $185,000, sccording to the
Bookstore Manager.

The enlargement project will require the use of most of the Bookstore's cash
balence, and may cause same loas of business during certain stages of construction.
Afier 1961-62 the additional selling area to be provided should result in increased
sales.,

Those balance sheet items which are comsidered to need comment or clarification
are discussed below: ,

The Bookstore's deposit balance at June 30, 1961 was $76,725 greater than at
the close of the preceding year. The ineresse in funds on hand approximates the
net income for the year 1960-61 plue depreciation of building and equipment. The
relatively large cash balance will be required to finanece the building addition
referred o previously.

$.10.223

The total emount due from vendors for returned merchandise at June 30, 1961
decreased $6,326 from the comparable total at June 30, 1960. This reduction re-
flects careful Judement and close follow-up by the Booksiore mensgement throughout
the year.

This item represenis merchandise invcices charged to the Bookatore by the
Business Office as of June 30, 1961 covering merchandise not included in the Book-
store's year-end inventory. Prepaid warehouse rent of $165 is also inciuded.

Inveniory of Meychandige | $17.076

The total estimated cost of merchandise on hand at June 30, 1961 was $3,537
moxre than at June 30, 1960, Thie is a very amll Increase in inventory compared .
with the incresse in sales volume. .

Earmed surplus increased $67,202 during 1960-61, which is the emount of the
total net incoame of the Bookstore in 1960-61. .

In previous years, the balaence sheets ineluded with our reports have shown
surplus distributed between reserves (reserve for working capital and reserve for
investment in fixed assets) and the unappropriated balance. We have discontinued
this method of allocating surplus in the balance sheet for Juns 30, 1961, because
it appeared 1o serve no useful purpose. Instead, we have stated earmed surplus
in one amount, with the preceding year's sarned surplus indicated comparably.,

As stgted in the tranamittal letiter inecluded in the report, we have reviewsd
the accounting procedures of the Bookstore in relation to the presemt and antici.

pated future sales volume. The recammendations resulting from this review are
procedural and are not set forth in this report. They have been presented in a

supplemental letter to the administrators directly involved.

2.



Exbibii &

—— 1960..5], 1959-60 Anount,
% of % of Tnereage
dmopt  Nei . Ssles tmownt Net Seldes (Barease)
Net Sales $ 043,693 100.00 $ 572,02% 100.00 3 08,572
inventory, Beginning 167,539 128,093
Purchases {Incl.Trans.) 475,743 £94,320,
Total 643,282 622,414
Inventory, Ending 171,076 167,539
cogt of Gpods Sold 472,200, =Ldadd 454,875 £8.82 17330,
Gzoss Mareip op Saleg 173,487 20.87 122,246  21.18 21.24],
Operating Fxpensea
Salaries 25,231 3.9 23,452 4,06 1,770
Wages 37,434 5.80 31,653 5.49 5,77
Office Expensge 5,35 .83 3,331 .58 2,023
Light and Heat 1,125 .17 981 17 pVIA
Dues and Subseriptions 182 .03 i74 .03 g
State Use Tax 2,833 VA 3,046 .53 ( 213)
Insurance 681, .10 633 .10 48
Payroll Taxes & Retire. 2,940 46 2,485 43 455
Advertising 3,856 .60 2,302 .40 1,554
Repairs & Maint. 1,311 .20 1,135 .20 176
Deprec. of Building 2,759 43 2,759 .48 -0~
Deprec. of Equipment 3,965 .61 3,574 .62 391
Bus.0ffice Service Chg. 5,578 .86 2,206 .38 3,372
Travel 243 .04 529 .09 { 286)
Bad Debt Expense -0- 28 -0~ ( 28)
High School Senior Day 793 12 850 .15 ( 57)
Rent 312 .05 324 .06 ( 12)
Other Expenses IO V0] —03 —_3L a6 ( _2167)
“Sles 78,720 12,19 42,437 7.35 36,283
Interest Income —L8. — i, D W7/ Y ") ( —.899)
79,502 12.31 44,114 7.64 35,388
Transfer to Activities and
Intercoliegiate Athletics _12,300 220 222300 2.3 =0
Added %o Surplus $ 67,202 10.41  $ _31,814 £.51 $ 35,388



Cash on Deposit at Business Offiee

e

ageeks

Deposit in Transit

Change

Fund

Aecounts Recelivable

Due from Vendors for Ret'd.Merchandise
Prapeid Purchases and Expenses

Inveniory of Merchandise

U. S. Cov't. Bonds for Bullding and

Equipment Replacement

Building
Furniture and Equipment

Zatal

Iess: Accumulated Depreciation

Bei Firxed Asgets

Curpent Iisbllitleg
Accounts Payeble

Dus to Bug.0ffice for Change RMmd

Specia

1 Order D
gurrent 1]

posits
abillities

'
4

$ 155,040
3,566
1,600
8,117

10,593
5,124
ATL.0%

382,116

110,372
150,700
43.812
106,888

487,939

6,151

1,600
T

7,827

480,112
$ 487,939

June 30,
2260

8§ 78,315
3,731
1,600
8,945

16,919
Y g
107,539,

214049

25,935

110,372
328,980
149,352

412,249

680
1,600

2,339
412,910
$ 415,249

Increase

(Dgerenge’

$ 76,725
{ 165)
)=
( 828)
{ 6,326)
5,124

~22331.
78,007,
=0
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