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Why audit towing?

ÁAudit requested by Bureau Manager through Department Head

ÁLearned Towing Bureau Manager was resigning abruptly 

ÁRed flag for fraud?

Á $5 to 6 million in annual revenue (62% in Cash)

ÁNumerous hotline calls received regarding Towing personnel

Á Last audit conducted in 2001

ÁUnique to have City-operated towing function 

ÁReputation of towing operations in general
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Has this ever happened to you?

ñWe recommend that the audit take place on 

any given Tuesday in the month of March 

2008.ò

ñIt will be beneficial to have the procedures 

updated beforeéApril 5, 2008.ò

- Audit request, March 12, 2008
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What criteria do we audit against? 
Written policies and procedures
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ÁDocument our understanding of the entire process and have 
Towing management review for accuracy

ÁPreliminary overview from Towing management

ÁDetailed interviews and walkthroughs with line personnel and 
management for the following 8 processes:

ÁCashiering

ÁEnd of Day Process

ÁDeposit Preparation

ÁCredit Card

ÁComputer Controls

ÁTow Truck Driver

ÁReconciliation Process

ÁPhysical Access & Security

Plan Bé
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Weôre doneéArenôt we?

ÁSignificant control deficiencies revealed through 
interviews and walkthroughs

ÁNo segregation of duties

ÁExcessive number of employees may edit or delete 
records

ÁNo system edit report

ÁSecurity measures not working

ÁNo substantive testwork necessary! 

7



The Ah Ha Moment
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The Uh Oh Meeting

ÁNo mitigating control surrounding release of 

vehicles

ÁNo three-way reconciliation between physical 

inventory, manual records and system records

ÁRed flags concerning night supervisor
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The night supervisor was responsible 

for what function?

A. Night cashier

B.   Edit and/or delete customer records in computerized system

C. Release of vehicle to customer

D. Perform daily revenue reconciliation

E. Counts daily cash receipts

F. All of the above

Answer:
F. All of the above
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A. Previously convicted of a felony

B.   Excessive levels of debt

C. Purchase of lavish toys / cars

D. Resistance to camera in money count room

E. Removed from previous duties as result of police investigation

F. Disgruntled about reduction in overtime

What òred flagó indicator was disclosed to 

us about the night supervisor?

Answer:
G. All of the above
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ñWhen auditors identify factors or risks related to 
fraud that has occurred or is likely to occur that they 
believe are significant within the context of the audit 
objectives, they should design procedures to 
provide reasonable assurance of detecting such 
fraud.ò

- Government Auditing Standards 7.31
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SoéNow what?
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Never as simple as it seems

ÁCoordinating 8 staff to conduct inventory

ÁCount had to be completed in one day

Á1,600 current inventory computer records

ÁSize and setup of towing lot

ÁMultiple locations ïtowing lot, fire dept & airport

Á1,400 vehicles physically observed 

ÁObserved motors, trailers, tags on ground 

ÁIdentifying information had worn off
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