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June 24,  2002 
 
 
Dr. James Moeser, Chancellor 
University of North Carolina-Chapel Hill 
103 South Building 
Campus Box 9100 
Chapel Hill, NC  27599 
 
Mr. Eric Munson, President and Chief Executive Officer 
UNC Hospitals  
101 Manning Drive 
Chapel Hill, NC  27514 
 
Dear Dr. Moeser /Mr. Munson: 
 
In May 2002 we received an allegation through the State Auditor’s Hotline that 
payments had been made to a business using the name Copy Center in Madison, 
Wisconsin, for copier toner that was never ordered or received.   
 
We have completed a special review of this allegation.  The following findings and 
recommendations are based on interviews with employees of UNC Hospitals and the 
University of North Carolina-Chapel Hill (UNC-Chapel Hill) and examination of 
relevant records. 
 
UNC Hospitals (Schedule 1) 
 
From Dec. 1, 1999 to March 26, 2002, eight checks totaling $6,072 were issued to a 
business using the name Copy Center in payment of invoices for copier toner.  
Department personnel stated they did not order copier toner from Copy Center.  They 
also stated they never received copier toner from Copy Center.  The manager of the 
UNC Hospitals Receiving Department said there were no records of any shipments 
received from Copy Center.   
  
When contacted, Copy Center could not supply confirmation of the orders.  They 
stated that all the orders were placed verbally.  They did provide copies of five UPS 
Delivery Notifications showing five parcels had been delivered to UNC Hospitals and 
the UNC-School of Medicine during the months of March, April and May of 2002.   
The Delivery Notifications do not indicate what was delivered.  In addition, seven of 
the eight payments to Copy Center were prior to March of 2002 and no 
documentation has been supplied to support the delivery of toner during that period. 
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Six of the eight payments to Copy Center were authorized by the program director of 
the UNC Hospitals Spine Center.  The Spine Center program director said a 
representative of Copy Center told her that the invoices for copier toner were 
connected to the copier service provided through Carolina Copy (a copier service of 
the University of North Carolina).  Carolina Copy personnel stated that there is no 
connection between their service (which includes providing copier toner) and Copy 
Center.   
   
The Spine Center program director and employees of other departments said Copy 
Center was very persistent in its efforts to obtain payment of invoices.  They said a 
copy center representative threatened to turn their accounts over to a collection 
department if invoices were not paid in a timely manner.   
 
UNC-Chapel Hill (Schedule 2) 
 
From August 15, 2000 to April 25, 2002, six checks totaling $4,725 were issued to 
Copy Center for copier toner.  Representatives of the UNC-School of Medicine 
authorized four of the six invoices for payment to Copy Center.  The Dean’s Office of 
the School of Education authorized the other two invoices for payment.  
Representatives of the School of Medicine and the School of Education said they did 
not order copier toner from Copy Center.  A representative of the Orthopedics 
Department of the UNC-School of Medicine confirmed that two bottles of copier 
toner were received from Copy Center in May 2002, but emphasized that it was not 
ordered.  The Orthopedics Department received an invoice for four bottles of toner in 
May 2002 but this invoice has not been paid.   
 
Invoices from Copy Center 
 
One of the invoices received from Copy Center is included herein as an Exhibit.  
There are several aspects of this invoice that appear unusual or inconsistent with 
standard invoices.  In addition, the amount billed for copier toner was significantly 
higher than the amount quoted for the same copier from a local vendor. 
 

• The term FOB is placed in the “ship via” block.  One would expect a shipping 
method to appear in this block.  The term FOB or “free on board” is generally 
associated with the terms of sale. 

 
• The customer number is an employee’s phone number.   

 
• There is no purchase order number. 

 
• There is no inventory item number. 
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• In the description block, there is no manufacturer listed, just an equipment 
model number. 

 
• Copy Center billed UNC Hospitals $812.00 for a case of toner for a Ricoh 7950 

Copier.  A local vendor said they could provide a case of toner for the same 
copier for $528.00, a difference of $284.00. 

  
Response from Copy Center 
 
As noted above, the owner of Copy Center said he received verbal orders for copier 
toner from representatives of UNC Hospitals and UNC-Chapel Hill and that copier 
toner was in fact delivered.  We asked for substantiation of these orders.  The owner of 
Copy Center said that he could not provide any proof of the verbal orders.  He also 
said that the “UNC records” had been destroyed because he was no longer doing 
business with the university.  We also asked the owner of Copy Center if he used other 
methods of shipment in addition to UPS.  He said that Copy Center often used its own 
fleet of trucks to ship supplies to customers. This response appeared inconsistent with 
the fact that Copy Center is apparently located in a private home in a residential 
neighborhood.   
 
Internal Control Issues 
 
Every payment to Copy Center from UNC Hospitals and UNC-Chapel Hill was 
authorized through the use of a check request.  Check requests provide authorization 
to pay for contractual services and other types of expenditures that generally do not 
require purchase orders or receiving reports.   
 
Effective internal control over disbursements generally includes a procedure to match 
quantities and dollar amounts on purchase requisitions, purchase orders, invoices, and 
receiving reports before checks are issued to vendors.  In the absence of receiving 
reports that document the receipt of goods from a vendor, accounting personnel rely 
on department personnel to verify the receipt of goods before issuing payments to 
vendors.   
 
Recommendations 

• All disbursements related to the purchase of goods should require evidence of 
receipt.  This evidence should be in the form of a receiving report or other 
document that confirms the receipt of goods.  Copies of receiving reports or 
other evidence of receipt should be maintained on file at the department level. 
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• Departments should utilize purchase requisitions to facilitate the issuance of 
purchase orders whenever possible.  The use of purchase requisitions and 
purchase orders generally improves purchasing efficiency and facilitates vendor 
authentication by creating a dialogue between departments and purchasing 
personnel and potential vendors.  

 
• Personnel responsible for payment authorization should obtain a thorough 

understanding of contractual services within their departments to minimize the 
risk of paying an illegitimate vendor for what appears to be a legitimate product 
or service.   

 
• UNC Hospitals and UNC-Chapel Hill should initiate legal action to recover 

the payments made to Copy Center for the copier toner that was never ordered 
or received. 

 
We are presenting these findings and recommendations for your review and written 
response.  The purpose of the response is to allow you the opportunity to outline any 
corrective actions taken or planned.  We request the delivery of your written response 
by July 10, 2002. 
 
General Statute §147-64.6(c)(12) requires the State Auditor to provide the Governor, 
the Attorney General, and other appropriate officials with written notice of apparent 
instances of violations of penal statutes or apparent instances of malfeasance, 
misfeasance, or nonfeasance by an officer or employee.  In accordance with that 
mandate, and our standard operating practice, we are providing copies of this 
management letter to the Governor, the Attorney General, and other appropriate 
officials. 
 
If you have any questions or wish to discuss this matter further, please contact us.  We 
appreciate the cooperation received from the employees of UNC Hospitals and UNC-
Chapel Hill.   
 
Sincerely,  

 
 
Ralph Campbell, Jr., CFE 
RCjr/mfd 



 
           Schedule 1 
 
 

Date Payee Address Amount Authorizing 
Department 

12/01/99 Copy 
Center 

3321 Leopold Way, 
Suite 212, Fitchburg, 
Wisconsin 53713 

$ 392.00 Diagnostic Radiology 

07/03/01 Copy 
Center 

3321 Leopold Way, 
Suite 212, Fitchburg, 
Wisconsin 53713 

$ 812.00 Spine Center / 
Anesthesia Pain 
Center 

09/11/01 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 804.00 Spine Center / 
Anesthesia Pain 
Center 

09/25/01 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 816.00 Dialysis 

01/02/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 808.00 Spine Center / 
Anesthesia Pain 
Center 

01/15/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 812.00 Spine Center / 
Anesthesia Pain 
Center 

02/19/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin  
53719 

$ 816.00 Spine Center / 
Anesthesia Pain 
Center 

03/26/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 812.00 Spine Center / 
Anesthesia Pain 
Center 

 
Total Payments from UNC Hospitals                      $ 6,072.00 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
           Schedule 2 
 
 

Date Payee Address Amount Authorizing 
Department 

08/15/00 Copy 
Center 

3321 Leopold Way, 
Suite 212, Fitchburg, 
Wisconsin 53713 

$ 685.00 School of Medicine – 
Lineberger 
Comprehensive Cancer 
Center  

10/25/01 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 884.00 School of Medicine – 
Dean’s Office 

02/21/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 848.00 School of Medicine – 
Vascular Surgery  

03/21/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 716.00 School of Education – 
Dean’s Office 

04/12/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 880.00 School of Medicine – 
Physical Medicine and 
Rehabilitation 

04/25/02 Copy 
Center 

1430 Starrgrass Drive, 
Madison, Wisconsin 
53719 

$ 712.00 School of Education – 
Dean’s Office 

 
Total Payments from UNC-Chapel Hill                     $ 4,725.00 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 















 
           
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The response from UNC Hospitals included a complete copy of the management letter of 
June 24, 2002 as Attachment A. 
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