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II!lIERNA3, CONf,ROI. E:EAI{IIBTTOII OF TEE

WEgT IrIRGIIITA DTqISXON OF !dOTOR r'EEICUEI'

UAnIINSBIIBO REGIOIIAL OFFICE

EIIT CONRERINCE

We heLd a! exlt conferetrce oa AugusE !3, f997 wlth ehe CoEnlseloDer

of che DlvlsloD of, Moeor VehLclea arrd Eeveral- members of, her sLaf,f,

ald a].1 lnbernaL control d.eflclellcles were revlewed a.nd dlBsuBsed.

Ilre respoD,ses of tshe ColEdssloner of the Dlrrlslon of Motsor veblcleg

are Lncluded irx itaLics in Lhe Sur[nary of Deflclelcles NoLed,

RecoruoeDdatlols a:rd RespolrBea alrd Def,lcletrcLes NoEed a:d

Recou[eldaLlonB Eor Xuprovlng Interna]. CoDtrol EectLone of chlB

report. .
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UAAINSEIIRG REGIONa! OEtrICT

FI'RPOI'E OF AII ITFTARNAI COII'TROIJ glRI'gfi'RE
III GOVERN}IENT

A gover!.Erental eBLity's llberlal conErol sgrucEure la

deflned as the pollclea and procedures eseabllghed to provlde

reaaonable aE suralrce bhat apeclf,ic enELty objecElves wlll be

achieved. A.! llterlal contsrol Etructure conslsEs of Chreo

61eme4Ls: 1. Ebe control elvLrolmenE whlch de4oees the agetrsy! s

overaLl attitudea, acElonB and awareDeBa concernlrrg the ouphasia

alld lmportaltce of coltrola; 2. Ehe accounLjlg sysEem ithlcb ls ehe

agerrcyr a moLb.od of recordlDg aad proceselng tranEacLLona,' a.ud, 3.

the colllroL procedures which are Eho speclflc metshods dealgned eo

develop a syeLem of, chocks ar]d nEagures to elsure accouubablllLy.

A goverrBEnLaL eltlty la accoultable to Ehe publlc and to

obher levels alld braoches of, goverlment for the resourceE provlded

co admlnister govequoenE prog?ans and servlces. Tbe resources

provlded to ehat partlqular govgrlseltal entity should be

adnhlBtered l"n accordance wlbh appllcabLe lawE and adr0iDlstrablvo

regulaglors . 'fhe resourcea Etrould be applled efflcletltly,
econoxn-lcalLy and af f sctlvely.

An effecLlve lnternaL coltrol BLructure for a

goverllneEta1 eDLlCy shouad e48ure thats: goalg alad obj octlves of tho

agel]cy are necr aEEetsE aro safeguarded agallEE r,astse, loEE,

ulauehorLzod use, ard sdsatr4)roprlaEton; a.!d bhat reveaues a.ad

IIfIERNAL CONIROL E:EII4IIIATION OF IEE

WEST VIRGINTL DNEgION OF UOTOR VEEICIiES



expendltures appllcable Eo agalcy operatlona are recorded arrd

accouneed for properly so that accourgB a.nd relLable flaanclal a:ld

sLaLlsClcal- reporEa rnBy be prepared arrd accounEablllty of, assets

nay be malEtalned.

There are lnherent. LlsdEaElous thaE strouLd be recogarLzed

in conelder!.ng Lhe potenLial effectlvelesa of a:ly sysLem of,

lnt.erlal accou:rblng conErol. I! the porfornalce of uoat controL

procedures, errorE ca! resulE from Blsu]f,derstat]dltrg of

lnstructlons, nistakes of Judgemeat, careleganeEB, or oEher

persolal fact.orE. cortrol procedureg whoge ef,f,ectLveneBB depEnds

upo! seg?egaLLon of duties can be clrsusvonLad by collusloa.

Slnl-larl-y, controL procedureE ca! be clrcuEuenLed witb respects

elbher to ehe executlon and recordlng of tralaacElous or rgith

reBpect. !o Ehe esElmates aDd JudgmenLs requlred ln the Breparatlo!
of, flnarqlal atacenenEs.
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Thcdtord l. Shanllin, CPA, Dir€clor
LeEblalive Pc6i Au.lil Dlltlon
8u[Arr 5, Ro& 751A

WEST VIRGINTA LEGISLATIJRE
Joint comfiittee on couefiunent and Finance

CEARI.ESTO:\. WESTlTRGI]YL{ 253O5

Phone 3.174880
f!! 3{7-4€89

X'be ,foi.D,! C@i!!ee ot1 Gtover@e!'t a.nal Sinaqce r

A cuatomer aervlce representaclve (cSR) eflployed at the

Marttrsburg Reglol]al office of Ehe west vlrglnia Dlvlsio! o! Motor

vehicLea (DMv) slgned an a&nl-ssio! to ombezzlhg 9837.50 on or

abouE March L7, f99?. Tho i,eglalatslve Posb Audtt Dlvlslon vas

dlrected eo exanhe procedures used ln Ehe !4artlDsburg Reglonal

offlce to deterRine how ainilar acEs of embezzLgnent could occur.

To facillLaca EhlB deternlnaeion, we perf,onled che followllg:
1) Xnfornation cotrcernilg the control envLrorunent, accoultlf,g

system and control procedures was colLected Ebrougb
o6eerv-aelon, rerrlew of iralf,eaccious alld lltervlerqs wlEb key
peraorurel of, the Martinsburg Reglolal offlce. we outl-hed
procaduree based upon our lnterpreEatlo! of, the lndlvtdual
atsaff nenbera.

fn order to accotltr)llBh tbe eglbezzl-ement rloEed aSove' a
technlque was utlllzed Lhat l4volved Ebe voldhg of a!
lnveneory cralsaction and a tltLe Lra]lsacElo! fron the cash
remlEEaace syseern. We fould Ebats alf error-correcEod
trarf,saction could also conatructlvely be uagd ln a natrtror
Elnl.lar to a voided transactlon' for the purpoEe of
ornbezzlemert. Therefore, we focused our efforEs on clre
EiLLlng proceas, voids, error co!:recEions and Lnveneory
contro-le] We obBervad tbe acEual procedureE a:rd controLa
curreDtly ln placa Eo ldentslfy slgnltlcal3ts deflcLencle€ h
Elre control strucEurg.

2) mle csR lnvoLved ln the embezzLestelt nas abLe to apBrove
thelr orm voLda ald error correctsiotrs. Geaerally, wB loutld
that the voided arld error-correcEod transactions processed
by the other custsomer aerylce repreaeaEativeE appear to
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hava bee! approved by approprlate supervlsory perEoulel.
lte belleve, bolrever, thaE Ehere are dellclencles i! Ebe
approval proceas. Based on theEe asaesEEe4ts, r,a fosused
the naj orlty of our examilatlon on tl19 nature ald lrequeley
of volded a:ld error-corrected transactlor]E for all customer
service reproEonLaElveE.

we obtaj-oed alL cash resdLLance sysbem reglster tapeE from
the perlod of March !5, L995 Ebrough AprlL 4' a997 aad
chose a Earq)Ie of fifEy (50) busheEs daya go exanlne. I{e
cbose our sanple by uEllizlng the dlscover (or eq)Loratory)
BEaelscicaL saupLtng rnebhod. Dlscovery saspltng IE most
of,t.en uaed ln pracelce wbe! no occu!:rences would be
expected arf,d, therefore, even ole ocqurreaco woul-d cause
concern. I!f,ormat.lon obgalned from the qustomer Eervlce
representatlves ' register Capes waB scheduled ald
quat]tltatlvely a.nalyzed as follons:
a.) volda a]f,d errors wero compared to tbe correctlng

entrles, lf appllcabLe. DlfferoEces betwee! the
corrocBlllg eltrlas ald tbe volds/errorE were exarnlled.

b.) volds and gr:rorE were corpared to Ehe correspoDdltlg
orlglnal elEry. Dlfferences between ehe orlghal
enErl-ea ald Eha volds/errorE were exBrnlled.

c.) For each CSR, lre determlned the nunlcer of bugllesE
days on which a vold or error correcLio! occurred.
fb,en, tbe totaL rusrlcer of volded or error-corrected
EranEacEionB occurrlng on tsbeEe dayg eJas calsulaEed.
}{e divided Ehe LoLal nunber of occuffences by Ebe
number of days on which Ehere waa a volded or error-
cozirocled Eralsactslon to arrlve ats tbe avsrage uuEber
of, volded or orror-corrected tsralsacEloas occurrhg olr
any one day. Thls alLowed us to coDcaltratse our
efforta o! a day trlth a hlgbor tha:f, average occuffence
ratsa or o! ody those daya !rhe! the rospectlve C.sR had
processod a volded or error-correcEed Era:lsaqElon.

d.) we calculated the percentage of volds ald errorlt Eo
ehe total nurnber of cranea:ctlons o! a dally baala.
The dally error races of all cuebo!0er servlce
representaclves were cotrqrared.
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sincerely Yours,

Leglslatlve Posb Audlt

.Iu!e 3, 1997

Audltors: Mlchael B. sLzeuore, CPA, supervlgor
TlnoEby c. ButLer, cPA, Audltor- lD-Charge
Michael A. House, cFA
Stad.ey D. T,Y!ch, CPA
tarry D. Bowma:l
Noah cochra.!
Davld N. Harrls
Charle8 L. Lunsford
.tea! A. Waldron

we a!.alyzed a.!d evaluaEed the lu[lber of volds ald
error correcEloas to the Eotal- nunber ot traaBactlonE
tor eacb CSR. In addltion, wa al]alyzed the perceltage
of, voids and error correct.loDg per quBtomer aervlqe
repreaentatlve Eo Ehe totaL lunber of voldE a:f,d error
co?rectlons for all cuBt.oEer servlce represeltatj.vea.

cPA, DlrecEor
Dlvlslon



INTERNA! CONf,RO& EtAUIIIATIN OT TIE

IISSI VIRGINTA DNrISION OF UOTOR VEEICLIS

IIAI'TINSBIIRO RIGIOIIA! OFFTCE

ggEdARV OF DEFICIffiCIES NOID. RECOffi{DATXOtrg
AIiD RSSPONSES

we loted the follolriDq def,lc.lenclea ln Lhe htertral

coD,troL etruceure:

1. We noCed on Beveral EiEIa appLlcaELons lnvoJ.wlag ealee
transactioD,E beEweea lndlvlduals thaE ctranges had beea nadg
t.o the BaleB prico of Ehe vehlcle. In aupporthg the
anou.D,b of prtvllege Eax cbarged, ar ef,fectlve approv-al and
f,ollov-up proceaa does noE appear to be in place Eo eusure
that the purpoae of any change or aLteratlon itr eellIl]g
prlce rraa not made to alther avold tlfe paF0eaL of, prlvllege
tax by Lba purchaBer or to allow a Dlvlalon eEployee Ebe
opparl.unlty Eo abBcond a portlon of lhe prlvlLego gax patd
by lhe purcbaser. BoLh of whlch can be the objoctlve of
such chaages or alceraLlons. Tbe Dlvislon has Elgllflqa]E
cont.rolB in place wllh respecE Eo sal-es transactlons
lnvolv.lng vehicle dea16re. We bel-l9ve, coDtsrola over saleE
beLween lndlvldualB r,rhere amou]]ts have been alLered or
changed otl of,f,LclaL docutetrta need to be abrelgtheled.

Recc@eldt

The DLvieloE of l{otor vghlclea ahould develoP a sysleB
of guDervlsory epproval a,qd direcc folloE-tttrt \'ltlr the
vehlcle 8611e! nj.th leapeq! eo a.ay clEqgeg ol
elee!.etj.oE9 Eade to th€ asstg@€D't of r'ehl'cle gLtlea or
!i!le BpplLcetloEs t'here aucb, tra4seclioDs are belsee4
llldLvlduBls .

ghe Dlvtsloa of uotor Vehl.clea should c@ei.detr
requlll8g ttre sul6igsio8 of aotarl,zed b1116 of sale
rC.cb reepect bo vehiel€ 6algs behtgae!' Lldj.vlduals lE
order to @surs thE selu.ag prtc€ clalsed oE tba eitle
appu.catloE a!'d asslgqedt of, vebiele tltle ls tl€ s€!€
a6 the a[ou4c sgated oE hbE bill of se1e.

We
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Agerrcv's RdDonse

The DMslonts managa nant rells on Cusums Sqtbe Rqrcatdva (CSR's)
tn Hng quddnablc &le tansadtns tn managenet r's ottstfrotL In oddfron,
narugmant hu o*t It stengthqt the lntenal ctntol stucfi*e ovs vollzd
tronsacdans and error conecfrons. Tne Dtvwon Menpb lo Ptobct the Stde
from below n srhd torsadtns by rcqulfuig nnta zctl bllls of salefor vehbla
ovq two leEl oA whne prchase pfuc ls Iw than 50% of the NADA awroge
loan vabte (See pages 15-17).

2. It. aBpeara Ehat Ehe lead cuBtomer serv'lce rapresentatlve at
the Marblagburg Reglonal Of,f,lce waa able Eo approve EbeLr
olrn voldg alrd error correct.lone itllhout dlrect. or
Eubsequents approvaL of cho Reglolal off,lce supErvlsor or
Regional Of,f,Ice l4alagor.

We R6c@€ad!

All volds aldl erlor corloetioDE 6bould be epproved lry
a! Ladj.vi.dueI prol,6r1y authorj.zed e.!]'d ladeperd@! of,
lha lra.EsectLoD,. In Eddlblo4, the trature of bbe void
or error gorrqqtlo! Ehauld be degerElDad a.!d a revLert
of tIrc aupporting aloqus€Dteelo4 sh,oulal be Pelfora€d by
autlorlzad pelsoE!'el before epproval o! tlre grsqgacblo!
16 gEaEged.

AeenEb RdDonse

Manogemsrt agres w&h ihls rccommstildon" New procedura 8e bd g
&afied lo hrvlmznl tle rerommatddlnn (see pagos 17 and 18) .

3. Accordl!,g to Martlnsburg Reglonal offlce poraonlel-, sdnor
lnventory adjustmeles are nade as a! lacreage or decreaEe
of normaL uEage on tbe forro DoT-6 'Inventory gsage alfd
Tralsfers'. I! such casea, an hvenEory overage reould be
reflecLod ag a decrease ln usage whlle an l-lve!tsory
shortage would be adjusted Ehrough showlng al lBcreaEe 1!
usage. For larger LnveDtory overageB, lnvelrLory
adjustroeucg are recordod as a receLpt of macerlala on tho
forgr kno$rr as a DoT-5 'Recetpt bf Materlals/Servlces
Record .
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We BgcolffiF-d!

IEye8eory adjusbeaeg, regardlegs of Btza, should b€
shat'! aepa.lately on i.ndl,vidua1 DoT-6 or DoT-s forE6,
€.qal 6bou1d, Bog be iDcluded ttltb a8y l-Dv6rcory usage or
reqeipc of bveqeory naeelielE aa has bee8 !h€ previou8
praqblce.

A11 adjuseoelts should be revlasad aad apDroved by tbe
BegLoDa1 Offlso uaDager follolflrg a degerarlaatl'os of
tb€ nature 6!d ceuge of, the ovetagea or ghorlagas.

Aeenq:s Rdponse

Managen au aged wfih both of thae reconmauldons andwlll no*e needcd
chmga to thepoUcy andprocedara motud to lrnplsrrztrt thetz (see pago

4. The aer1al Dunbera of decaLs are nots recorded whe!, Bold.

a'.

b.

Rec@€ad:

Th6 decal serlal qn[bela should be recgrded b tbe cs6b
leal'btaDce aysb@ as a leaaE of, Anhrnclag c@trolg Uo
easule tbe propar dLapo8lej.on o! decals. Oae oDti.oE
sould be for Dt[v bo develop 6.E lEveaeory Eysgeq bagd
o4 bar ('odL[g .

Aqenq's R$ponse

Maragqrd beJlev* renrhg serlal numbatfrom ilaals wouW be of lln &2d
valae bera8e the Dlvlslon larks suflblent std to rcconctlz the dzcal nunbet
soA b dzcals osslgned to each CSn- Managmtatt agrea w&h the
re<tnunatddon tn consds an lnverrtlrry srstqn based on bo coding md wIIl
stutly t; however, Ihe lnftlal stot-up cost mrst be consldered In odsr to
dasnlne the mostfeaslblE nahod of ntklng sach changa. (sea pageB
18 and r.9).

5. cusEomer eerwlce repraeentaLlves ara pernltsEed Lo s19n out
many 'near cash' lnvenEory ltena on att "aa Deeded" baElB.
ODIy two lnventory lEem cl4)es are aEElgared t'o the cuscomer
eervice represeqLativee: (1) the 8Laldard cLaEB A llcellso
p1atoE a.!.d (2) all types of decaLs are laEued.
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Rec@e8dr

fhe R6gj.oBa1 offlee Supervi6or or l'egloaal offj.ce
ualager should lssue all lqEer casho j.8v€Egory Lt€@€ to
Eal'|rtal[ proD6r c@erol over ia?estory.

Asenq's R6ponse

We wlll bryfzmefi the anilfr reconmenddon- (See page 20).

6. The regular class A platea asslg]ld Lo bhe sustomer servlco
represEneaelves renah ac the "work staElols' af,ter hours.

Wa Rgc@etr'ds

e. All "D.ear caaht hveqcory lt@.s ag6lgaed to tle cuatcE€t
gervLce rspre6eslatLves Ehould be stored L! a seqtlre
locati.oE afte! bours .

Aeet cv's R*ponse

We wlL lnElznent the andi rccomnendtdott- (See page 20).

7. Storage cablnete ln Lhe lnveltory room are lot Locked Ebe
rna5 oriey of tb,e tlme. Theee tablnets contaiD llcense
pLiees -ana deqals chat are lob asslgled bo ehe- custoltrer
ierulce repreeenLaElves, buE are held ln a cocmol] loE to be
uged on a.! 'as Deeded basle-

Reqc@€ldr

OrIy bbose j.8dl.vlduale nllb proper -ButlorLzabioD(-.i^fy tfre R€16a'1 Offtc€ SuPervi8or ard eh€ Regl'oEEl
dtt1o" x.-'ge;) should bave iccEgg to a.oy '!ear caeb:
Lavetrtory storage cabhee or a:rea.

a.

Agqrc!'s R*ponse

We wtll lnqlanenr the andfr rccommstddon (See page 20).
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DEFICTEIICTES NOTED AND RECCIU!@IDATTONS
FOR DTPROIrING IN':TERNAIJ CORSROIJ

Ev-aLuat l]]g the rarlo of voids and efior correcblouE Eo EoLaf

transacElons eatabllshea a level of opportudLy Ehats each CsR would

have to poteDt.lally comdt a air0l1ar act of ernbezzleBeaE at tbe

fi{artlnsburg ReglonaL offlce. Tbe 'Ratse of, Occurrence' calculatLotr

lncludes both volds and ertorB as a perceltage of Eotal

tralaactlona. Tlre followlng Ecbedule quanEltatively lllusErales
the lumber of Lra.!,sact.1one, volds, arrors and Ebe total dollar
amou-ut of Era.Dsact.lolE procesBed by each cuE Loner aervlce

repreaeneaLlve durhg Ehe f1fEy (50) sarple buslueBE days.

Nuolcer
CER Tocal o!

l$rebe! SralsadtLolrs Volds

2 q,0e6 50

3 3,728 36

4 2,408 45

6 2,477 25

7 7,555 1r.8

q 1 laa

10 r,429 4

11 L.642 L9

Total 35._541 45q

NnEbe!

Efrorg

4:A

Rate

Occrtff6!ca

1.959

r.65q
1.2a4

2 ,4rZ

L,99Z

!.45*
2,2A2

0 .53t
r.422
2.OBt

L.46*

z-3s3

Total Dolla!
value of
void,s aad

EEOEq

s 5,433.09

$ 6,2s0.08

6L7,r32.26

I 44.00

s 5 ,760 ,70

9S1,AU2-!lg

As Lhe boeal,s in the EcheduLe Ehow, on bhe flfty (50) saq)Ie

bualness day8, Ehe CSRiB proceEsed 35,541 Lransactloua of, which 660

tsra4aactlor]s were voLd€ or error correct.l-ona. Ttre dollar v-alue of



Ehese volded a]f,d/or error-corrected Eralsacllona was $67,4L2,46.

The overall error rate naa 1.85? or about one of every flfEy
EralsactlonE .

ID, adelEion, we projected the lunber ald dollar v-aluo of

voided atrd error-correcEd Erangactlona proceaaod by eacb cuE toEer

gervico repreBeDeatlvs over Lhe entire 262-day exanhatlo! pgrlod

aE foLLowe:

Total Dollal
Nllbe! Nlaber Rate Velua of

CSR Toeal af of o! voi'd6 aral
Nlabel. FralsaceloD's Volds Errotd Ocglgggq EEors

L 8,88? 115 58 r.95e6 I 8,3X5.09

2 2a,306 262 89 r.65t s 29,469.3'
3 19,535 189 47 r.2!z i 38'254,62

4 r2t6rg 236 68 2.414 I 30,333.10

5 43,654 603 267 L.99e6 $ 8r'596,76

6 12,979 131 58 1.452 I 32'750.42

7 4r,160 519 320 2-2A8 I89'773'04
I 2,940 L6 O 0.538 I 230.56

9 7,Orr 58 31 r.42t I 6'6'J.2.85

r.o 7'540 21 136 2-O8Z S 30,L86'07

Ll 8 . 604 1OO 25 a -46es 3 6.719 '36

Toeal LAS.2!A 2.352 f.J-o-q 1-368 B153-2!A:L-E

Based oD our prolection, che CSR'g at ghe Dlvlglo!'E

Martlnsburg Reglonal office procegaad a eotal of Lg6'234

Lrajasact.lons, hcluding 3,459 volded ald/or error-corrected

transactlone durhg the sEudy perlod. The dollar value of the

vold,ed and/or error-corrected tranBactlons tobaled 5353, 241. 29.
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I!, our Loltlal. evafuatlon of volds a:ld error correctlolEl

r,e fucluded aLL tra&Eactlona types (LlLles, LlceD.se plates, decals,

placards, eLc.). Ilowever, baaed on our obaerv-atl-ons, lt appBars

EbaE the DMv's groateat rlsk for potentlal loea la In Ehe vebicl-e

reglBt.ratlon proceaa includtng Ehe col-Iectlon of, prlvlLege tsax.

For most. veblcLea reglstered in west vlrgll]ia, a flve perceaE

prlvlLege tax ls charged on elLher Lhe actual purchaae prlce of the

vehlcLe or tshe average Loan vaLue as staced ln lhe Naclonal- Auco

Dealera Aesoclatslo!'s (I{ADA) 'blue book'.

classlf,lcat.lona are exergpL trom prlvll-ege Eax.

certalB vehlclg

Some vehlcle vaLuatlon guldellnea bave bee4 eBtsab1ished

by the DIVIV. Prlvifege tsax charged on vehlcles EhaL are leBs tha!

two years ol-d Is baeed on Ebe gTeaeer of Ebe purchasa prlce or Ebe

av9rage loan va.l-ue. Xf, Lhe veb,icle ls oLdar tha.! trro yeara, Ebere

la rlore latleude h the val-ue thaE ca! be clalned for prlvllege Eax

purposes. tle dlscovered whats we balleve Eo be a 'gap" ln ebe

guideulres esEabliBhad for deterrdnilg vahlcle va].ues. X! Ehe caae

irbere a vehlcLe Is bwo or more yeara old arf,d Lhere Ia noL a

D,otarlzed blll of sale, a verbally stated \ra].ue wlLL ba accepted by

a CSR as long aE that rralue ia g:reaeer thalr 508 of Ebe vebicLers

average loa:l va1u6 as stated ln Ehe I.IADA'lclue boold.

Our dlacovary Eawle lncluded L?0 volded or er:ror-

correceed blcle tsranaacElons at all averago of $333.63 Ber

tratrsactLon. Ir] the rnaj orlLy of the tra.lsacELons we revlewed, the

entry correctllg tbe vold or 9!:ror waa recorded at a lower amoult.

Because these volds and error correctlona were relaEed to tltle



craasactLotra, we had reaaoD to belleve tshat lbe prl.lrllegE tax ttould

have bee! af,fected. We requestsed coples of tbe ttgte appllcat'lons

and supporElag docu$entatloD assoclated wllb Ebe volded or error-

corrected tranBactionn. Af,ter our revle?t of tbe recorda' we neE

wlLh DMv persotrlel to esEabl-ish tba reaEons for a]]y change LD Ebe

aEounE of prlvllege tax charged. In so&e caEaE they could provLde

a raEloaale f,or the change whlLe in other llstsalcea tlo reaso! waEl

apparent. Our revlew of tbe recordB lndlcated thab sevoral LlcLe

appllcaElons apBear to have bee! attered by lndlvlduals udooml '

TtEle appllcaEloDs, as welr aa, other trallsacclonE aro entered L4to

ehe cagh re!0lttalce eyeterne la the regional off,lces' The Bapereork

aupportlng the tralsactlona processed in Eho reglo[al offlces ls

aeDt co tsb,e elarLeston Eeadquarters of the D!'lV to be entorad 1!go

Ehe IRI4A sElnframe daEabaae. Ehrrlng our dlssuBslons wlth DMV

perBoltlel regardlng the altered apptlcatlons, we noted tbat tbgre

doeBn'L appear to be a supervlsory approvaL ald dlrecL follow-up

proceee ln eleher Bhe !4arElnsburg RegloBaf of,f,lce or Ehe cbarlesEo!

geadquarters of, tbe D!,Iv go examl-ne al-lored tsLtle appLlcatlolE '

!\rrthersrore, $e goted Lhat cralEactlons procesEed Ehrough ghe cash

rsnltta:f,ce systen 1r] Ebe regional of,f,lceB are noE reconcllEd tglEh

Efre IRI4A databaae tralsacElons processed 1! tbe drarlestoD

EeadquarLera of the DMv.

1) Tbe firsL deflciency nord ln the precedhg sectlon relateB
to the asseBsme"c 6f-pii',tf:-"g" tti"' lurlng our rev.tew of
Ehe htserlal coneroi- sEructurS, we dlecovered Eeveral Bitle
ippri""ei""" lnvolvlng eales beEwee! .lndlvlduals where

""ni"g"; 
n"a le"n rnaa:e' eo che salee prlce '- as E tatod

ulo"6, tfrlt. uppif.utfon" wera altered by lr1dtvldualE

""1d"". 
we feri.i,vl-iirai- al envlronmenc exlEEs that could
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pentriL an indlvlduaL to procese an alt.ered ElEfe
appllcaEion wlthout queEtlon. The Dlvlslon's Dealer
Servlces EecLioD will, for Ehg !rurpose of a aaLea
verlf{caeloE, contact purchaeerE Lo conf,lrll dealer
aE sert.long. It aDDea;s that a sftnl.lar ayBtem of
aupenxisory approval iid dlre.e foLlow-up applled Eo aaLes
transact.loEg betweeD lndivlduals should be devel-oped to
conflrrn bhe vaLldity of all tltLe documenE alEerat.lors.
DLrecb foLtore-ups shduld be coaducted by Dilrlelon personlel
lndependert of the title Era:lEactlon. Tbe aubml.sBloD of a
noearlzed bIlI of sale lrould be atl addltional lEdependeDt
verlf,icat.lon of, Ehe salee price clalned o! tbe tlEle
applicat.lon and asslg3roent of tltsle.

Agencv's R8Donse

Whet a btll of sak ls notatlze4 lhe notfi! ls aaddng to the slgn&rr6 on
the blll o|t solc. Ihe condtlons of the sale and the odtn aar tnlomalton aft not bdng
e6kd to w h tlte notsled blll of salz- The Dblslon requta the cerdfi.calon of the sak
plce md odonao lnformdon on ihe bach of tJrc ttlz The pollcl.afm noka vafue oe
bosed on sealon 17A-34.

If the vehlclc ls new, the actual pwchase prlce or consuztodon t! the
purchaser thercof ts tbe valae oJ the vehlcle. If the vehl.clz ls uset the prgent muha
value d the time of tansfer or purchose Is the val!.e thse.of for the purposa of thls
sutlon

The Dfulslon atnefiy accqa the sole prtceJrom dslzn, os fi ls subnlnet
Io the DMslnn as evklstce of valae or markd value- IJ the vehlcle ls las than two yeas
ol4 the Dlvlstpn tqk6 the greder NADA averuge loan value or the pwchase prlce ds
evldence of vafue or mqka value On vehbla more thon two leart ol4 the Dffislan
otcq8 the stded value V b ls ged?, than 50% of the vehl.clz's averoge loan valte pa
the NADA booh If the purchase pbe ls bebw half of the NADA avaage bolt vol.uq a
noto zed BW of Sok ls rcqulred.

In mog cas6, the Dtvlslon rcrqE the plta whkh oe cqwd bJ) the selkt
ond buya on the back of the tftle os evldance of ,nothd valae Slnce the Dhrtstpn ts not
an bzforned puty to thae ootsacdons, & ls tltfiIcultfor the Dlvtslon tt oscstda m.arket
value The DMston poULy trl6 tD prot"d the Stae lrom below mfrkd tafue tansorrtlons
In th6e cases, the Dlvlslon re4uha a nottrlzcd blll of sak b$orc ptocwlng the tflla
The DlvNon ls awoe ihd there Is o ttln.Iow lor people a evade tr6 b! ofJerlng a sok
prlce la than tlte prbe ttte oatutol thm sowfor. The Dlvlston rcquba a cadfaatlon of
the sak prlce anrl odtnaer Informdon b! both the buleJ and selbr on the bath of the
&le,



The Dtvblon procsed 651,$I eb fufscol yeat 1996. A revlzwfundon
fm qu&onablz &ls ls ln pluq whoe the Dlvlsl.on's manogemant rqponds to qaatbns
Jtom Cusama Se|kz Rqraatdva (C$R) and the gawalpubua Mmagmnnt rclla
on the CSR'S tn Mttg qaad.onotrle ttlz tansordons to th& eentlon- Mongmett has
stqgthqred the btemal contol stufurre over volds md errm coneta b! rcqutrlng the

folbwlng ald&bnal procedtra.

The rcdpe thd woull. nomwlly he glvan lo the customq fm votds and
enor conecE @e rn be slgneil bJ, the CSI- ManqqE ,t Is rcqubel r! wrtte a Mef
narrdlve on lhe bach of the CoshLer Rqort for each enor conecl or voL The slgned
recelpa m!.st be @ached to the Cashl.er RqorL Th6e requbenzfts Ee b, addtlon to
dsdttg procedura ihd t]lckule: havlng the aathorfly and bdna lndqendent ol lhe
tansadtn beforc a vold or qror coned ls qproved ond haing tle pason approvhg the
vow or enor corred lnltlal the Dhlslon's cop! of the cash rcglsls tqe

2) Tbe secord deficlency deala wIEh a ]ack of Beg'regatlon of
dutles. Although the lead cuatoner aervlce repreaeaLaELve
at the Marthaburg ReglonaL Offlce nas authorlzed to
approve volds aaia "-rror correctlonB, 1t lE our
uadersuaadlng Ebat. Divislon of, Motor veblcles' pollcy
dlctatea that no lndh{dual shouLd ba abl-e Eo approve bbelr
own volds a:f,d error correcE.lor]s. A BEroDg lnEerlal coltrol
Bt.ructure wouLd dicEate Ebat !o one peraoa coltro1 more
bharf, one of the three generaL typea of respolsi.bllltles:
(1) autborlty to execute a tralaacElo!, a nalagenenE
funcelo!, (2) recordlng a tranaacElotr, an accoulel4g
frrn.t:{dn. end l'rl eustc'dv of, aaaeta ln ehe traaaactLo!, a
custodlal fu:lce1oB. Basld on our obaorv-atlon, lL appeara
Ehac volded and effor-corrected tsransactlonE aro
occaslonaLly approved wlth reLaElvely lIEEle queselon. A
BErong lnbernal col]crol structure nould dlcEabe chaE tho
reaso! behlnd bhe void or grror correctlo! be deeernlnad
a:rd all doeumeneaElon supportlng ehe bralsaceloE bo
revlelred before approval.

Aeencj's RgDonse

Mmtganant ogrea wth tht: r%ontnnldorL It h6 been thepollLy ofthls
Dh'lslon thd onlt altlrorlzal and bdqmdat pqsonnel shouu qprove error corredlans
m volds The problantwfih the Motlnsbarg ofllce was tha on atthmlzet Intlffifual who
wqs not hdqardatwas qprovhtg th& own volds mil error conecls. The Dlvlslon hd
a breafulown ln managemsNt controb where the lrt Uvdtd was aln ei It Petmm the
dtd6 w&hoat qu8dons from on slte msnsgetnenl



A new procedtre ls bdng ilr@e$ whlch dA requhe a Pqson t! be
udtodzed @td hdqadat of the to$actltn to q)prove an qror conecdan ot vold otd
the pason qprovlng the tansactlon mast lntlol the Dtvlslnn's copy of the cash reglsta
trpe Also, the noafie of tlte tansadnn,nnst be dtounq zd on the bach of the Cashler's
Rqort at the end of the day orul the ortghd recdpt nas be esched and dgsed bf the
Custnmgr Servlxe R

3) The thlrd deflctelcy pertalnB Eo lnvenLory adjuEEaolta-
Whll-e revlening the- fiventory proceduros, we dlBcoverod
Ebac the dalJ.y usage reporEs may lnclude iqveltory
adjugtsmet]es ae -normal usage. AccordLng to Marthsburg
Reglonat offlce persofirel, a dall-y physLcal qoullt of
lnvencory lEe&a ls lot usualLy perfonoed. Every two weeka,
the regionai. offlceB receive au ilveatory uEage reporE from
charleston. flrls prlnEouE lE a report generated by Lhe
ReBot.e Entry Management. fEfornat.loD System (REMIS)
LnvenLory syitem a)]d lncl-udes ali. lnve!tsory lterog Eold by
the Reglbllal offlce durhg the perlod. If there ls a
dlscrep-alcy, bhlg prtntouL-and Eh; DoT-6 'Inveqb-ory Uaage
and rrinsfelE' forrn6 are revlewed Eo deEarmhe lf ":seypunqbi
errors ocsurred durtng elEry. The prhtsouE ls uoE,
however, auLomatlcally recolcl-led tso a phyglcal llve4Lory
coulc when a dlscrepaacy ls locaEed. Eonever, physlca.].
laveneory counLs are perforsEd by regloaaL offLce a]ld oLher
ow pere6nne]. every a-tx to 12 moaths. Adjusbsrellts lncLuded
1! the DoT-5 f,orms are nade to brlng Lhe perpetual
hventory flgureB ineo agree[rent. wltsh the physlcal count.
Whe! a!- adjustgrenE ls recorded aa a parE of Dorna1
lnventory usage, iC ls itrIpogsLble to Erace or Erack suclr
:A.lirdr-h6hr-E

Agettcv's R$Donse

The DlvMon agrea wfih both oJ thae ruomnwuldarts Our polLy @d
procedwa manual fs bdng rydated to tnclx& the folbwlng lnformdon: Any lnveanry
ad]usanents thd oe usoga Ee tr be recordcd on sq@d3 DOH-6 forms, wuh the
notsdon *ADJ wflh documc s eathed' at the toP of theforn or wlth refadtca llsted
lnthe body oftlelorn The manualw l also tnclude lhd the Reglonal Ofire Manoga
ls tt rcvtafi and stgn oJl adfustnenc bdng nwde.

4) The fourEh deflctency addre8ees an Lnventory conerol
col]sldoraElon. ne bafleve Lhat greater reLlablllEy could
hc nle.'Fd nn rha inveltory sysiem lf ghe decal serlal
num6ere were requlred cd ba entered lDto the casb
renl.tganco system. Decals a:1d Etaldard clasB A Llcelae
BIaEea are iEaued Co oach CSR by the RegloDal Of,flco
Euparvleor or Regloral offlce Mauager. ALl-of the decal
types are sequenllally numbered arld the flraE ald laEt
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nulber of eacb allotnEnt, Che lnieialE of ghe sEployee
receivlDg tbe decals a]]d the daBo of the alloEBelt are
recordod o! tha 'decal asElglme]fg Bheet'. We dld observe
some wealn3esses regarding the phyBlcal eafeguardhg of
these lnventory itema whlcb are addressed ln Iten 5 which
fol1ows.

Aeencl,'s R8Donse

The currqt verslnn of the eosh rqlsta systctn has Mds tor tle etttry of sslal
numbers of all dzcals and placods. The slsten wlt stup on tltls fieJd arul rcqube the
opqdor to pr6s the Enta key before thqt can condnue If ,he CSR dod not place oty
@hohunalc charuaen ln thefzl4 the cfstsnwlA accept blanks as a valld answq. We

dn not bdlzve ihd the rcqubanqt oI alphuiumqb chuaaers wouw odl to the lnternd
control stu&.re. For the dtcol lnJormdlon to have ony vahe & nuxt be rccondlcd
agalnst ihe dzcok asfuned to the CSR or valuded agdnst an bwer,bry confiol frlc pq
etch C{R Drrlng one wech, the rqbnal oflba proc*d 2,61 5 raen als- The Dhlslon
.lt6 not haye ihe fl$ tt reondle the decal nnmbs sow b de ls ssslgned lo earh CSR.

We are sdrdJ,lng the approach of havlng the decol sow valfed ogalnst on [nvewry
control JUe athlch wouU be Intdzd on the cosh tqlstq sJ,sten, and contalrt tnventor!
lnformalon lot earh CSP-

The Dhislon ogrea w&h the rc<nmmstddm of ar |went!ry slsten, based

onbor codlng. We hne ukan thefrst geps b|lhd dhedon w&h the cunqtt programlng
of the co:h rqlsta havhg space for serd numbq lnvenlory. Eowever, sevaal lnoblans
mts be solved. b{ore tle DtvMnn's lnvqrlory cm be bat coild. The Dlvtslon wouA have
tn upddz or rqlace annenl cash reglstcr progranlng and cosh Tqistr, ?4utPnstL Ihe
Dlvlslan's vehlcle sJ,skn would hove to be ,nodlfed t! alaw dccal tnformotbn to be

ndclrcil w&h llcase plae hfomdon Also, oJl county she ffs wouw have to go onllnq
so the sJtstem could mdch decal sala tnformdlon ta Ucettse Plale lrrJomsdon lm the
DlvLslants vehlcle systzm- The Dlvlslnn bellevq thls tt be a costly soladon- We me
cunentl! *adllng o change ln the cosh rqlster sJtstan In allow for a conlnl fi12lor
lnvqrrorJ,. The lnve nry controlfrle woald codqln qll tnventory asslgned to a Cuslon g
Sqvlce Rqraentdve (CSR). Before a ilead or plde coall be sold' ft woukl hwe to be

vallilatd agah* the lnvqfiory contol fle on the cash regktet The vallddlon wouw
occur b1t mcans of the dzcal number or plde nunber enlered by the Cusana Sentce
Rqraentadve agalnst the osstgnell lnvqzlory fk et tered by nanasanettt atd dssbned
to the CyR. The cash rqMzr woall not proca5s sal8for lnvqttrry lf the lnverrtory cou@

not be valldaed by the cash rqlsler.
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5) The renalnlng deftciolcies deaL nlth tbe overall cuatody
and securlLt of, assets. The objectlve of, safeguardhg
aaEets requireE thaL onty authorlzed pergonnel have aqcass
bo aeeete. Accea8 Lo as€ets lncLudee both dlrect physlcal
and lndlrocE access. A! employee haa hdlrecE access Eo
assot.a lf he or ahe can propare or procesg documeutsa
auLborlzlng Ebe use or tbe disposltlon of, the asgeEs. A
strong L!.EernaL coBLrof structure would dLcLate tbag tbose
hdlvlduals wltb dlrece physlcal acce8E to aEEeE€ be
rest.rlct.ed co a llniced nu&lcar of enployees bo elsure
accounEablllcy. Ilf,e natsure of Ebe asseb a.nd lEs
su8ceptlbll-ttt Eo loBB shouLd deEerr0lne Ebe nuEber a:ld
caliber of persontreL thaE are authorized to have acce8a Eo
Lbose asseEs. tjurll1g our observ-atlon of accoulElng
procedureg and lnterlal conbroL fu:lctlonB, we noEed thaE
Lbere were weale,esses over the phyElcal- Eafeguardiag of
agaets. on occaalon, decals were left opelLy aggessable
whlle tshe cusEooer eervJ.co represeDtablveE stepped away
from Ehelr reglsEerB. SecondLy, the loEs or 'akLpE' of
Llcenae plaees asslgled go the cuEEouler servlqe
repregeatsaEiveB romain ulsesured at thelr regigEerd aftar
boure. rn addlElo!, ehe lnventory areas hcLudlng bbe
etsorage cabJ.neLE rerDai! utJ.ocked loosE of the Llne durbg
our f-i.e1d vis1t. Aa condltlonE sta]]d, cuatomer seruLce
represeleativee obtain ocher llver]Eory ltgos(1.e., scaBlc
llaerae plates, speclal plates, non-cu!:rent class A plates,
handlcap- placdrdi, etc.l on an 'aa leeded' basls f,rol0 bhe
iaventory- st.orage areaa. :rle CSRrs are lloE requlred to
hava cb,e neglonat offlce superutEor or RoglonaL Offico
Manager obEai! these lterna from tbe i4vontory agorage
areaB .

Agqtcv's ResDonse

The Regbnal Ofue supervlsor or manager shouW bsue all oneo cash"
hvatory ttas to mfutaln popa connol ovet lnvatttt!. All 'hqr cash' terr8 asslgned

to the Customs Servlce Rqraantdva wlll be stfied ln the levqttnry rcom ln locked
cablnes aJter hours The manoga an or supervlsor rill ovasee the lssuance of oll
'rrcs' cosh" tlear* The Dlvtston b cunently raizwlng a&anae mahods to provkle the
b& seqtrty @td contol of snee cashn lnvqtor! ens.
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re'ort' 
t / l.ta
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