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“Got Cash?
Wanna Keep It? %

Towing Operations
Cash Handling Procedures Audit

2010 Knighton Gold Award & Medium Shops
Office of the City Auditor

&) Long Beach, California
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Why-audit towing? 42
A Audit requested by Bureau Manager through Department H‘%’
i ®

A Learned Towing Bureau Manager was resigning abruptly..

A Red flag for fraud?

] A Last audit conducted in 2001 X T“a.,"
”‘ 1 A Unique to have @perated towing function %

A Reputation of towing operations in general
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- Audit request, March 12, 2008 Q%
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What criteria do we audit aga
Written policies and procedures
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Deparboment ol Public Works - Fleel Services Burean -Tow rafLien Sdles Zivision
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Section # 1 - Supe;\rfé;r Reconclllation Procedures

The shift super\.'lr;.r_\r an duty opens the twe front countar drop safes and collects =1l
tramsaction receipts from the previcwes day, and any After Houwrs Relzass
trapsactions, All receipts are placed in the, -"'-.rrrlﬂnad Courier Safe located in the
locked money roarmy-. whos e e - l'\'tl"-‘u&ﬂ""“‘; Wt ol [ A k‘f| IS

The shifll supervisor checks the e-mall, thesafes, and the office mallbox for any
nolice al required trarsaclion correcliops; or adjostnents, All miner correclions arg
mada at thiz time. All shortagas ar ﬁveragea are r’;—:pnrted dIFEE-EFf the divizian
s e superintendent. The shift supervisor runs a SRECEIved Pepart rrom the
“’I‘p'{ b | _Foxtow Data Base andjveriles the report s comolEEd This report Is inltialed, and the
s 1’@‘1¥°**-*‘T|:_port pagc counk is Indlcated an the tog of the first page. The Supervisor runs a__k T
b eloden? SEEREEE, ond verifies all diseaunls ar lfee waivers are ﬁ:_F‘F_L'! Y Fdthor zed, |
20} Jan@j This rapart iz initialed, and the report pagse count is indicala il
Ewg the tap of the first page, The completad ernrl‘q are placad in the meney count room

for the recenciliation, o | [F ol
.;rx'{]lmlf s Yoy oA P'“F?'
-
The chift supervisar counts both cash drawers and'cnnﬂrmg bath drawsars Rawve the
k regu red eash fund balance of $350.00 each. 'f“,f_,l,.,ﬁ,_,'.ﬁt_._\l‘_‘?ﬁ Aot s o con i e
.32‘53::3 _ {isfpons o Loy dined, T H-?Eﬁ'\:nu&:! £
A —

- Section i 2 -I_S'Egisg_EACoIIectiun Procedures

Ilr g

The cashler Is lzsued a drawer key by the shift superviser and wverifles the change
fund maney i correcl and initials Lhe cash counl slip,. The supervisar ar shift lead
initials caxh caount slip, and deposits in safa. The cazhier logs inte the Faxlow

LN, electranic cash drawer system. T L e O S 1 ey Y B

i,
The cashler reloases uchl"l;’_'( continually  threugh out the day, ELargr_* cash ) — Gk

transacticns must be verifled/and dropped in the sz2fa immedlately, 1E 1§ accoptable
ta lock savaral emall cash invoices [$200.00 ar less] in the cash drawer ta consarvea
change maney during a shift.

1
_ e s 7 _ _ _ oy e e
A Smust be completed on weekends, bolidays, nights, of aoviime & 3.t hpgaenyd
CEdpervisor Ig noT availanle reconcie the transactians at the end af a given shitE. .:ur_l_ uﬂnul'—;

A copy of-ary g Wi Wn‘uuﬁ E place & SUpErvisor’s
mailhax Fn_f_arr?r nﬁ‘jn tha I‘I'IGFI'II'I-’.‘]. \_,._‘.'ll L'LL ﬂ.k. h,xr ¥l e'
L y i
AL
Cash Transacti Dns @ffrﬁﬂra“am'_ﬂ cash E-:h_en_ ee%lved directly in frant of the
custamer, Run the cash recelved through the maney ceunter to conficm the antount,
and o check for counterfeit bills. The money counter *verify™ and “SDY lights must Wy ¥
b ilfurminated @l all Llrmes, Maoke change from Lhe cash draswer as needed, man Lhe .H»ml;f[‘fri'ﬂ\
adjusted amount back thraugh the maney machine to carnfirm carract payrn:—*nt "'“'l.:u'“- rl.t-~1"
Stagle the money counter receipt ta the invoice, attached the cash to the irvoice Y7
a2 with a paper dlip to the invaice, fold the inveice in thirds, and place in the drop safe. i
fi.
Zamblned Cash Drops — wWhen two or mere cash Involces are dropped together there
:‘. must be an temilzed ,-‘ nltlale::l tape total, end a8 ,money slip attached to the paclet
AL T s M T
Sl JCredit Cord Trdﬂhﬁﬂllﬂﬂh Z Cenfirm Lhe neme on the credit card matches the name
an the customer’s identification card. Follow the credit card machine instroclions and
print twa receipts.
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A Document our understanding of the entire process and h Vi
Towing management review for.accuracy 1
A Preliminary overview from Towing management " 4
A Detailed interviews and walkthroughs with line persnnel
management for the following 8 processes: C”f\-.
ACashiering
AEnd of Day Process
ADeposit Preparation
ACredit Card
A Computer Controls
% - ATow Truck Driver

AReconciliation Process
APhyS|caI Access & Securlty
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Weore donee t

| A Significant control deficiencies revealed t [ﬁ
1 Interviews and walkthroughs i @

ANo segregation of duties

AExcessive number of employees may edit orfdel
records |

ANo system edit report
A Security measures not working

% A No substantive testwork necessary!







0l Wil /A
The Uh Oh I\/Ieetlng

1 A No mitigating control surrounding releasc
4| vehicles

“~| A No thregvay reconciliation between physif a:k;
inventory, manual records and system regoi

“55 A Red flags concerning night supervisor
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The night supervisor was responS|bI :
for what function? %

Night cashier
Edit and/or delete customer records in-.computerized gyﬁ%
Release of vehicle to customer
Perform daily revenue reconciliation
Counts daily cash receipts

All of the above
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Whiat: o rredio fok cargeoct b nd
us about the night supervisor? [\

MY Al

Previously convicted of a felony -
Excessive levels of debt i @

Purchase of lavish toys/ cars o
Resistance to camerain-money count room
Removed from previous duties as result of police invg s
Disgruntled about reduction in .overtime

255 Answer
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NWh cednors laeuifd ficibraomrisss rekbid @ N th e
fraud that has occurred or is likely to .occur thaf’
believe are significant within the ‘context of t| g.,;
objectives, they should design procedures t¢ .z
provide reasonable assurance of detecting $i

frrraud. O

A

I
- Government Auditing Standards 7.31 /"‘“}‘
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Never as simple as it seems

\ -
) _4.

A Coordinating 8 staff to conduct inventory %;{

: ' { A Count had to be completed in one day j"z
' . A 1,600 current inventory computer record¥’

-] A Size and setup of towing lot Zz
S| A Multiple locationsowing lot, fire dept & alrgff
&A1 400 vehicles physically observed ,g
s { A Observed motors, trailers, tags on groun,/”'

1 A Identifying information had worn off %




Long Vehizles

Lavng Vehicles
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