Container Fraud
This isn’t a new risk to franchise and corporate markets and the periodic performance of container reconciliations via the self audit program will help management to detect this type of fraud. However, in these examples, it was the manager who was completing the self audits that was committing the fraud. These frauds were therefore detected by the combined efforts of Internal Audit and the ownership representative.
1. The fraud involved several containers, however it was two specific containers that allowed the fraud to be detected. During the audit, several containers were being used by the manager for personal use. However, two containers couldn’t be located by Internal Audit during our container reconciliation. A review of RBMS after the reconciliation showed that the missing containers had been time-stamped to a zero revenue marketing customer earlier in the day. The manager explained that the containers were being used as seed containers and provided the address for the containers to Internal Audit. When we visited the location, we noticed that the address provided was a busy intersection, however, the containers were placed at the rear parking lot of an opticians building. This was confusing as the goal was to promote brand awareness and should therefore be located at the front of the building. The reconciliation results and the obvious timing discrepancy were shared with the owner’s representative who performed an investigation. The owners representative questioned the drivers and found that the manager had the drivers perform the container moves, but didn’t update the time-stamping in RBMS until the Internal Audit Department performed our container reconciliation. While the review of the other containers that were being used by the manager is on-going, the two containers identified in the container reconciliation had been used in an unapproved barter transaction by the manager for some prescription designer glasses. 
2. The second fraud involved several containers and was similar to the first example. The manager that was tasked with completing the self-audits was also the one committing the fraud. The fraud involved the theft of several containers and the missing containers were identified during the audit performed by the Internal Audit Department. The list of missing containers was provided to the owner’s representative who performed an investigation. Ultimately, the fraud was uncovered by an external third party who was curious as to the location of a container that had been placed outside a building for a prolonged period of time. A call by the third party to the toll-free national call center showed that the container agreed to the missing container list that was reported by the Internal Audit Department. Ultimately, the manager had sold the container to a third-party for $500 and $50 delivery. As of today, the other containers are still unaccounted for.
Container Fraud Responses:​
The following best practice responses can be taken from these examples:
1. While the self-audit process has been proven as a best practice for detecting container-based discrepancies caused by either errors or fraud, it’s recommended that owners and/or owner representatives periodically participate in the self audit program, or have other local employees participate in the process to help validate the accuracy of the self-audit submissions.
2. Remind drivers of the need to timestamp their own moves. If any override of this control occurs, they need to report this to the owner or manager.
3. Ensure that reasonable responses are provided for all zero-revenue generating containers. The identification of zero-revenue containers is currently part of the self-audit program, however, be skeptical in reviewing the purpose and reasonableness of these containers during your approval review. 
4. Ensure that back-ground checks are performed for employees including those in management levels or other senior levels.
Questions and Comments:
Hopefully this first bulletin was useful. We look forward to working with the management and ownership teams on additional future bulletins. If you have examples that you would like to include in our next advisory, note that all advisories are confidential and that local management participates in the drafting of the bulletin to ensure that all key elements and remediating responses are correct and reasonable.

