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DISTRICT ATTORNEY 
BAD CHECK UNIT 

for the period July 1, 2002, through June 30, 2005 
 
 
BACKGROUND 
 
Pursuant to Nevada Revised Statue (NRS) 205.466, the District Attorney established, with the 
cooperation of County Management, the District Attorney’s Bad Check Diversion Unit (Unit) in 
October 1995.  It provides a diversionary program that allows qualified offenders to make 
restitution to victims of bad checks.   
 
The Unit accommodates those offenders who demonstrate good faith by establishing partial 
payment plans.  Should the offender fail to give restitution to the victim by submitting payments 
to the Unit, the prosecution process commences.  Full restitution includes the face amount of the 
check, victim costs such as returned item fee from banks and certified mailing costs, and an 
administrative fee to the District Attorney’s office.  The first step for prosecution is to issue a 
warrant.  Once prosecution has begun, the offender can still make restitution, the warrant will be 
quashed, and the case is closed upon full payment.  
 
The Unit operates with revenues generated from fees collected as allowed by NRS 205.471.  
These fees are collected up front from the offender.  Revenues for the Unit reached $5.1 million 
in 2003, but over the last two fiscal years, revenues have declined 47 percent.  Fiscal year 2004 
was the first year in the history of the Unit that expenditures exceeded revenues.  Losses were 
experienced in fiscal year 2005, as well, and are projected to continue into fiscal year 2006.  The 
Unit has always been self-supporting; however, if these losses continue, the Unit will no longer 
be able to support its operations.  The following chart illustrates the trend of the revenues, 
expenditures, and fund balance over the last seven fiscal years for the Unit.  The information was 
obtained from the Comprehensive Annual Financial Report and Amended Final Budget 2005-
2006. 
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As of fiscal year ending 2005, the Unit had a total of 36 employees.  This includes a Chief 
Deputy District Attorney, but his responsibilities are limited to prosecuting cases in bad check 
court.  Financial management oversight is the responsibility of the District Attorney’s Assistant 
Director, with a Program Administrator overseeing the day-to-day operations of the Unit. 
 
 
OBJECTIVES, SCOPE, AND METHODOLOGY 
 
The objectives of this audit were to: 
 

• determine if controls over cash receipting are appropriate, 
• analyze the decline in revenues for fiscal year 2004 and 2005, and  
• review expenditures and staffing. 

 
To accomplish our objectives, a preliminary survey was conducted that included interviewing 
appropriate personnel; performing observations of current procedures in place; reviewing 
applicable laws, rules, regulations, and administrative guidelines; and performing tests of 
transactions on a sample basis.   
 
Our audit was conducted in accordance with generally accepted governmental auditing 
standards. 
 
Our procedures considered the period July 1, 2002, through June 30, 2005.  The last day of 
fieldwork was May 4, 2006.  
 
 
RESULTS IN BRIEF 
 
The Unit is losing money.  Total revenues for the last two fiscal years have declined 46 percent, 
and yet corresponding expenditures have decreased by only 13 percent.  Staffing levels have 
decreased, but overtime has increased over the audit period.  Cash receipting controls are 
adequate to safeguard against abuse and errors.  The goals, objectives, and long-term strategy of 
the Unit should be more clearly defined.  Additionally, the number of cases submitted to the Unit 
has declined.  This has seriously impacted the Unit’s ability to continue to support the activities 
of this special revenue fund.  Further information is contained in the sections below. 
 
 
BAD CHECK UNIT ANALYSIS 
 
Revenues & Expenditures 
 
Check restitution fees peaked in 2003 at $5.1 million and have since declined to $2.7 million at 
the end of the 2005 fiscal year.  This represents a 47 percent decline in revenue over a two-year 
period.  The number of cases submitted to the Unit has declined as well.  For 2005, only 19,711 
cases were submitted to the Unit compared to 33,334 cases in 2003.  Additionally, the mix of 
cases is reported as follows:   
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 Total Casino Non Casino

Cases Reported Cases Cases
FY 2003 33,334 19,553 58.66% 13,920 41.76%
FY 2004 26,052 15,179 58.26% 10,874 41.74%
FY 2005 19,711 11,342 57.54% 8,425 42.74%
   Three Year Average 58.15% 42.08%

 
 
 
 
 
 
 
The mix of casino clients vs. non-casino clients has remained constant over the three-year period.  
The mix is comprised of 58 percent casino cases compared to 42 percent non-casino cases.  Fees 
for the Unit are based on a tiered structure, and the decline in volume has adversely affected the 
revenues.  We feel that the downward trend will be difficult to reverse due to the convenience 
and expanded use of debit cards, Automated Clearing House transactions, and online payments.  
This has greatly reduced the reliance on paper checks.  Also, large retail chains like Albertsons, 
Target, and Wal-Mart now use check guarantee companies rather than submitting checks to the 
District Attorney’s office.  This caused a reduction in case submission, and so the services of the 
Unit have been greatly reduced due to operational changes by these large companies.  Due to the 
technological advances in processing payments and the expanded use of check guarantee 
companies, it is likely the revenues will continue to decline.   
 
We also analyzed the number of checks received by the Unit and noted that the volume of checks 
has declined from 2004 to 2005, as shown below. 
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The volume of checks from 2004 to 2005 has decreased.  This is a contributing factor to the 
decline in revenues for the same period.  However, the expenditures for the Unit, especially 
salary and wages, have remained fairly constant for this period.   
 
The Unit will arrange a payment plan for an offender to make full restitution.  This results in the 
staff having to constantly monitor the cases.  We attempted to examine the aging status of the  
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cases within the Unit.  BounceBack does not provide any sort of an aging report, and a review of 
the database disclosed several inconsistencies with the data that prevented us from performing 
our own reliable aging analysis.  A review of the database disclosed numerous old cases.  It is 
possible that the Unit is spending time and effort on cases that have little or no chance of 
obtaining full restitution.   
 
The Unit is set up as a special revenue fund.  Therefore, its activities should be entirely self-
supporting.  Management must scale back on tasks performed by the Unit or it will become 
necessary to use general fund money to continue to support the current level of activities of the 
Unit.  
 
Detailed testing of a sample of expenditures disclosed that the invoices selected appear to be 
reasonable and appropriate for the operations of the Unit.  Service, supplies, and capital outlay 
have decreased 74 percent over the audit period.  Salaries and benefits have remained fairly 
constant, experiencing only a small increase.  However, upon further examination of the 
overtime for the Unit, it was noted that overtime has increased each year, from $87,934 in 2003 
to $193,295 in 2005.  This represents a 120 percent increase, and yet revenues have decreased 47 
percent over the same time period.  This is a significant amount of overtime for a staff of 36.  
This increase in overtime offsets the decline in service, supplies, and capital outlay.  The 
overtime may be necessary initially to manage the backlog in the Unit.  However, the overtime 
needs to be eliminated or at least managed and pushed down to the lowest level.  For fiscal years 
2003 to 2005, four individuals earned 62 percent of the overtime, and one of these individuals 
had 35 percent of the total overtime for the unit.  The next highest individual overtime 
percentage was 10 percent.  These positions are at a schedule 25 or higher.  Also, with the 
decrease in the number of cases submitted, as well as the volume of checks, the increase in 
overtime is not reasonable.  
 
Each year in the audit period, the Unit funded nine positions that did not work directly in the 
Unit.  These positions were from the District Attorney’s criminal, data entry, family services, 
information technology, and civil divisions.  The payroll costs associated with these nine 
positions were $284,962, $778,953, and $911,997, for 2003, 2004, and 2005, respectively.  
Removing these costs from the Unit would have increased the ending cash balance from $4.7 
million to $6.7 million for fiscal year 2005 and would have curtailed the losses that occurred in 
2004 and 2005.  Since the Unit is losing money, these positions should be supported from the 
general fund. 
 
Due to the current and projected losses of the Unit, we recommend that management conduct a 
comprehensive review of the Unit and its future direction.  Specifically, we would suggest 
identification of alternate sources of legally allowable revenues and increase efforts to reduce 
operational expenses to ensure continued existence of the Unit.    
 
Validation 
 
The function of NCIC/NCJIS (National Crime Information Center/Nevada Criminal Justice 
Information System) is to provide an efficient, effective system for the expeditious exchange of 
criminal justice or related information that will assist in the application of criminal justice and  
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public safety functions.  NCIC is the Federal System and generally handles cases of $5,000 or 
larger.  NCJIS is the state system and handles cases of $5,000 or less.  Participation in 
NCIC/NCJIS carries with it certain administrative responsibilities, one being validation, which is 
the process of certifying that warrant information within NCIC or NCJIS is accurate.  Each 
month that the warrant is outstanding, the Unit is required to verify the existing information as 
well as add information that will assist the arresting officer to correctly identify the suspect.  
Such information may include driver’s license number, passport number, updated address, etc.  
The validation process requires two full-time positions to complete the administrative 
responsibilities.  However, it is not possible to determine the amount of revenue generated from 
the validation process due to limitations within BounceBack.  Over the three-year period, 2004 
NCJIS validations saw a big increase, and 2005 had a slight decline, as shown in the following 
table: 
 

2001 2,187 NA
2002 2,582 18% NA
2003 2,815 9% 23,712
2004 3,449 23% 29,151 23%
2005 3,683 7% 28,998 -1%

NA-Information not Maintained for these two years

NCJIS (State) ValidationNCIC (Fed) Validation

Source: Bad Check Unit Data

 
 
 
 
 
 
 
 
 
 
To ensure proper operation of the NCIC/NCJIS, outlined standards and procedures must be 
strictly followed.  Purging an agency’s records and/or discontinuance of access to the NCJIS 
network are two ultimate sanctions available for an agency’s failure to strictly comply with 
established standards and procedures.  The NCIC system has similar requirements and requires 
the same monthly validation process as NCJIS.  This process places a strain on the resources of 
the Unit.  The Unit is the only criminal team that performs their own validation.  Validation for 
the other criminal teams with the District Attorney’s office is performed by the Las Vegas 
Metropolitan Police Department.  Management needs to determine if the validation process 
assists in achieving the objectives of the Unit or if this process needs to be re-assigned.   
 
Extraditions 
 
Extradition is a formal process by which a criminal suspect held by one government is handed 
over to another government for trial or sentencing.  Las Vegas is recognized as the gaming 
capital and attracts people from around the world.  The current policy, however, is to perform 
extradition within the United States and its territories.  Still, extradition costs can be significant, 
depending on the location of the fugitive, the transportation costs, and the necessity of sending 
officers to escort the fugitive.   
 
Also, the Unit performs extraditions for bad check cases, and the Special Assignments Team 
performs extraditions for all other cases in the District Attorney’s office.  This results in a 
duplication of efforts within the District Attorney’s office.  There is no difference between the 
extradition of a criminal being prosecuted by the BCU and that of a fugitive wanted for murder.   
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Both extraditions require the same process.  The following graph shows the volume of 
extraditions performed by the Unit.  The chart reflects an increase of 79 extraditions, or 61 
percent from 2004 as compared to 2005.   
 
 
 
 
 

Bad Check Unit Extraditions
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It is ineffective and cost prohibitive to have extraditions performed by two separate teams.  Also, 
the cost of performing the extraditions may outweigh the benefit for bad check cases.  
Management should perform an analysis to determine the cost/benefit of performing the 
extradition process.  Management should also consider having extraditions performed by one 
team and determine whether extraditions should be performed for bad check cases. 
 
 
DETAIL OF FINDINGS 
 
BounceBack Reports 
 
The Unit uses a program called BounceBack to maintain information about both the offender and 
the victim of a bad check.  BounceBack is based in Kansas City and has several other clients that 
use the program.  The database is a packaged program that has standard reports but no data query 
functions.  Two documents that are used to compile the monthly statistical spreadsheet are the 
“Collections Stats” and the “OK City Collections Stats”.  The Program Administrator transfers 
the information from these two reports to an Excel spreadsheet titled “Statistical Report for 
Fiscal Year Ending June 30, 2005”, and this spreadsheet is given to management on a monthly  
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basis.  The program should be able to print out a useful report that management may use to 
evaluate the operation of the Unit without having to use Excel.  Currently, no such report exists 
from BounceBack. 
 
Additionally, two different documents from BounceBack reflect the same categories, but the 
amounts for these categories are different between the two reports.  For example, both reports 
contain the number of cases submitted for the period July 1, 2004, to June 30, 2005.  One report 
shows 19,715 cases submitted, the second report shows 28,479 cases submitted.  This represents 
a 44 percent difference from the first report.  The following table illustrates other differences 
noted between the two unreliable BounceBack reports and the Statistical Report prepared for 
management.   

Variance
Bounce Back Between the

Summary Bounce Back OK City Two Bounce
Spreadsheet Collection Stats Collection Stats Back

7/1/04 to 6/30/05 7/1/04 to 6/30/05 7/1/04 to 6/30/05 Reports

# of Cases Submitted 19,711               19,715               28,479               (8,764)              
Total Dollar Amount 38,825,411$      38,825,324$      39,022,803$       (197,479)$         

Checks -$                      23,897,197$      24,041,780$       (144,583)$         
Victim Fees -                        322,992             322,992             -                       
Prosecution Fees -                        2,520,572          2,797,268           (276,696)           
Collected for Victims 24,176,494        26,740,761        27,162,040         (421,279)           
Victims Paid Directly 3,862,851          3,898,718          3,898,718           -                       

28,039,345$      57,380,240$      58,222,798$       (842,558)$         

District Attorney Fees 2,795,417$        2,520,572$        2,797,268$         (276,696)$         
Interest Income 31,590               -                        -                         -                       
Total DA Revenues 2,827,007$        2,520,572$        2,797,268$         (276,696)$         

# of Cases Returned 1,852                1,886                1,886                 -                       
Total Dollar Amount 5,479,342$        5,452,197$        5,452,197$         -$                     

Cases Resolved 3,275                3,192                3,192                 -                       
Total Dollar Amount 5,026,556$        4,953,888$        4,953,888$         -$                     

 
The information for the two reports comes from the same database and therefore should reflect 
the same numbers.  However, the reports contain different information for the same line items.  
In talking with the BounceBack programmer, he thinks the cause could be the miscellaneous 
invoices that are generated through the system.  However, he is not sure.  Additionally, the 
summary spreadsheet reports different information than what is reflected in the system.  For 
example, the system shows 3,192 cases resolved, but 3,275 cases were reported to management 
on the spreadsheet.  No explanation could be provided for the difference.  
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The BounceBack program also has a payment journal and cash receipts journal.  For the period 
of July 1, 2004, to June 30, 2005, the payment and cash receipts journal reported the following 
information. 
 
 
 

Check Victim Prosecution
Amount  Fee Fee Case Total

Payment Journal 27,965,198$       335,706$         2,994,525$        31,295,429$         
Less Adjustments (3,923,418)          (12,714)            (197,258)            (4,133,390)           

24,041,780$       322,992$        2,797,267$       27,162,039$         

Cash Receipts Journal 24,041,780$       322,992$        2,797,268$       27,162,039$          
 
The prosecution fee is authorized and collected from the offender based upon NRS 205.471.  The 
fee amount begins at $25 for a check or draft that does not exceed $100.  As the amount of the 
check or draft increases, the fee increases as well, up to a maximum of ten percent of the face 
amount of any check or draft greater than $10,000.  The victim fee is collected on behalf of the 
victim and is set at $25 per check as stated in NRS 597.960.  This fee is established to assist the 
victim in covering costs that include bank return fees and certified mailing costs.  The 
adjustments to the check amount and victim fee columns represent payment (cases) where the 
offender paid restitution (bad check amount plus the victim fee) directly to the victim or resolved 
their cases directly with the victim as a result of efforts by the Unit.  If the offender does pay the 
victim directly, the Unit is out the prosecution fee, but they still expended costs in obtaining 
restitution for the victim.  The Program Administrator, without any management oversight or 
review, writes off these prosecution fees in the system.  The Unit potentially loses revenue every 
time an offender pays the victim directly.  According to the payment journal, the amount of 
prosecution write-off fees totaled $683,867 for the last five fiscal years.   
 
The prosecution write off of fees may represent a cost of doing business; however, in our opinion 
it is lost revenue to the Unit.  We would recommend that the Unit explore the legality and the 
cost/benefit of collecting the prosecution fee from the victim each and every time, since they 
benefited from the efforts of the Unit.  This may require a change to the NRS, but the additional 
revenue may outweigh the cost and time necessary for such a change.   
 
One number that is shown on the statistical spreadsheet provided to management is the dollar 
amount that offenders paid directly to victims.  However, this amount has to be manually 
calculated from the payment journal.  The victim almost always calls the Unit and informs them 
that the offender has paid them directly.  A paid direct code is entered into BounceBack and is 
reflected on payment journal as type PD.  The journal includes amounts paid directly to the 
victims, as well as write off amounts (WO) and cash received (CA).  To obtain the amount paid 
to the victim directly, the Program Administrator prints a payment journal for the month and then 
manually has to pick out all check amounts and victim fees that have a type PD and total these 
amounts.  This total is then transferred to a manually prepared management statistical report.  It 
was noted in our detailed testing that a variance of $35,902 existed for the month of August 2004 
between the detailed payment journal and the statistical report.  The cause of the variance is due  
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to a calculation error in footing the payment journal amounts and further illustrates the 
unreliability of information to management.  The amount on the statistical report was understated 
by $35,902. 
 
The payment journal reflects the amount of the prosecution fees written off each month.  
However, the total amount of $197,029, per the monthly detail of the payment journal for the 
period July 1, 2004, to June 30, 2005, does not agree with the summary payment journal of 
$197,258 for the same time period.  The monthly detail is $229 less than the summary report.  
The detail reports should agree with the summary report.  This report is used by management to 
access operations and needs to contain accurate information. 
 
To prevent calculation errors and reduce the amount of time the Program Administrator spends 
each month doing this manual calculation, we would recommend that BounceBack be 
programmed to print a separate report for the dollar amount paid directly to victims.  The 
information is in the system and should be reported separately.  Additionally, the cause for the 
variance between the detail and summary report needs to be investigated and resolved.  System 
generated totals should agree with the detail amounts.  Management should thoroughly review 
BounceBack and determine if the program is meeting their needs to provide accurate and useful 
information.  Other software programs may need to be explored. 
 
Segregation of Duties/Policies and Procedures 
 
The individual who has access in the BounceBack system to adjust payments, perform write-
offs, change balances, and delete payments also, on occasion, will accept customer payments and 
prepare daily deposits.  The risk of misappropriation is increased when an individual has 
responsibility for preparing deposits as well as the ability to adjust amounts in the system.  The 
proper separation of key responsibilities reduces the risk that errors or irregularities will occur.  
The responsibilities of custody of assets, authorization, and record keeping should always be 
segregated.  Additionally, there are no mitigating controls present, such as management 
oversight, to provide reasonable assurance that assets are safeguarded.   
 
Additionally, this same individual also records the write offs of prosecution fees in the system.  
The write offs reduce the amount of potential revenue for the Unit and are performed without 
any management oversight or review.  As noted above, the total write offs over the last five 
fiscal years was $683,867.  This represents 3 percent of revenues for the same time period.  To 
strengthen the controls over this process, the Unit should compile a listing of the necessary write-
offs.  Procedures should be established to ensure management reviews the listing prior to the fees 
being written off, in accordance with the appropriate statutory provisions.   
 
Also, the Unit does not have formalized policies and procedures in place, nor do they have 
performance measures in place.  They do have some flow charts to document processes, but they 
are very complex and somewhat outdated.  Documented policies and procedures can help 
eliminate inefficiencies and improve office performance because each function performed is 
critically reviewed and evaluated as to purpose and need.   
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It is recommended that management should further evaluate the duties and responsibilities of the 
employees within the Unit and reassign individuals to provide for proper segregation of duties 
and to eliminate the risk of misappropriation of assets.  Management can also assist in 
establishing formalized polices, procedures, and performance measures for the Unit.  This will 
assist in improving workflows and overall performance. 
 
Cash and Bank Statement Controls 
 
Our observations and inquiries disclosed that cash and checks received throughout the day are 
accumulated in a tray on top of a desk and accessible to the entire office.  The funds should be 
secured in a safe or locked desk drawer during business hours.  It was noted that at the end of the 
day, all funds are adequately secured in the safe located in the office of the Senior Financial 
Office Specialist.  Upon notification of the weakness in cash controls, the Unit took immediate 
action to correct the weakness.  The funds are now maintained in a locked desk drawer during 
business hours.  The Financial Office Assistant II at all times maintains the key to the locked 
desk drawer. 
 
It was noted that the bank statement is sent directly to the Unit and is reconciled by the Senior 
Financial Office Specialist.  We would recommend that the bank statement be mailed directly to 
the District Attorney’s Administrative Division and someone independent of the Unit performs 
the reconciliation.   
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