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The Honorable Darrell Clarke, Chairman
Pennsylvania Liquor Control Board

518 Northwest Office Building
Harrisburg, PA 17124

Dear Chairman Clarke:

We have performed an examination of Fine Wine and Good Spirits Store 0273, Allegheny County,
District 3-04, operated by the Pennsylvania Liquor Control Board (PLCB). We examined store
operations for the period May 2, 2025 to April 4, 2026.

This report presents the results of the Department of the Auditor General’s examination of store
operations under the jurisdiction of the Pennsylvania Liquor Control Board (PLCB). The
examination was conducted under statutory authority provided under 47 P.S. § 3-306 of the
Pennsylvania Liquor Code.

This examination was conducted only to the extent that we considered necessary to determine if
the wine and spirits store operated in compliance with PLCB operating procedures. The
examination was not conducted, nor was it required to be, in accordance with professional auditing
or attestation standards.

Our examination included:

e Conducting a physical inventory count for a selection of liquor codes and comparing our results
to the store’s perpetual inventory records to determine whether inventory variances exceed 1%
of the value examined;

e Reviewing deposits, consisting of cash and checks deposited manually and credit and debit
card receipts deposited electronically, to determine whether deposits were appropriately
accounted for and agreed with PLCB financial records;

e Reviewing Clerk Performance Reports, Ad Hoc Reports, Shipment Invoices, and Transfer
Reports to determine the store’s compliance with PLCB internal controls;



e Performing a count of all cash on hand to determine whether the store’s cash on hand agrees
with supporting store documents and bank records, and verifying whether the total store
operating fund charged to the store agrees with the amount provided by the PLCB;

e Performing tests of Licensee Sales, Tax-Exempt Sales, Minor Challenges, System Prices,
Register Voids, Register Deposits, and Breakage/Adjustment Controls to determine whether
store operations were in compliance with PLCB operating procedures;

e Selecting liquor codes and verifying that the sales price in the store system agrees to the
PLCB’s approved price list; and,

e Locating and verifying that all PLCB capital assets are present at the store and comparing our
results to the PLCB fiscal year asset equipment list for accuracy.

The results of our examination found that Fine Wine and Good Spirits Store 0273 operated in
compliance with all PLCB operating procedures falling within the scope of our examination,
except as noted in the following finding and discussed later in this report. This matter was
discussed with appropriate personnel and is intended to assist you in improving internal controls.

Finding — Commingling Daily Deposits and Change Fund — Failure to Properly
Report Rejected Bills — Repeat Finding

We would like to thank store management for their cooperation extended to us during the conduct
of the examination.

If you have any questions concerning this report, please contact the Bureau of Liquor Control
Audits at (717) 783-1236.

Sincerely,

_ﬁ::em/ T W

Timothy L. DeFoor
Auditor General
May 14, 2026
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BACKGROUND

The Pennsylvania Liquor Control Board (PLCB) operates a diverse network of retail and wholesale
distribution facilities across the Commonwealth, including Premium Collection Stores, One-
Stop/Supermarket Stores, Taste & Learn Stores, Lottery Locations, Wholesale Stores/Licensee
Service Centers (LSCs) and an online E-Commerce Store. Each of these store types serves a
distinct function — ranging from public retail and licensee fulfillment to education, special product
releases, and bulk distribution.

The Department of the Auditor General’s authority to examine PLCB store operations is derived
from Section 306 of the Pennsylvania Liquor Code (47 P.S. § 3-306).



COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA LIQUOR CONTROL BOARD
FINE WINE AND GOOD SPIRITS STORE 0273

FINDING AND RECOMMENDATION

Finding — Commingling Daily Deposits and Change Fund — Failure to Properly Report
Rejected Bills — Repeat Finding

Condition

Our examination found that the store does not follow proper procedures for damaged, old, or
counterfeit currency that are rejected by Smart Safe. These rejected bills are to be held for a future
deposit with the bank. That day’s deposit to Smart Safe is to be less than the dollar amount of the
rejected bills and the discrepancy is to be documented in the Daily Store Summary Report on the
day the rejected bills were received. The store, however, swaps out the rejected bills using funds
from its Change Fund. This depletes the Change Fund because the rejected bills are retained
separately in a bank deposit bag and held until replaced during the store’s weekly transaction with
the bank.

In addition to commingling the daily deposit and the Change Fund, this method circumvents
internal controls put in place to track the damaged currency the day received. The following chart
illustrates the amounts store management used from its Change Fund to replace damaged currency:

Rejected Bills Total | Date Brink’s
for the week picked up*
$4.00 3/31/26
$44.00 3/24/26
$53.00 3/17/26
$160.00 3/10/26
$70.00 3/3/26
$35.00 2/24/26
$24.00 2/4/26

*  We could not determine the date the damaged bills were rejected; therefore, we
documented the date the store turned the rejected bills over to the bank for
replacement.



COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA LIQUOR CONTROL BOARD
FINE WINE AND GOOD SPIRITS STORE 0273

FINDING AND RECOMMENDATION

Finding — (Continued)

Criteria

Smart Safe Cash Handling and Depositing Processes, BRO-0004.1, requires, if bills are rejected
by the Smart Safe, the employee should attempt to insert the bill up to two more times, for a total
of up to three attempts. If a bill is still rejected by the Bill Acceptor after three attempts to deposit
it, the employee must place the rejected bill in the [bank] deposit bag. Your till is not short.

For purposes of Back Office, you are [eventually] depositing the money into the bank. Use the
[Smart Safe] deposit receipt to reconcile your till at the end of the day/shift. Email Cash
Management and Sales Audit at the end of your shift with the value of the rejected bills placed in
the [bank] deposit bag. This should reflect a shortage [in the daily deposit] for the day when the
bill was rejected by Smart Safe.

Additionally, the PLCB Manual of Instructions, Chapter 710-04-03, Handling of Cash and Checks,
and the Bureau of Retail Operations, Process BRO-0001, Cash & Check Handling Procedures,
state that the Change Fund must be kept intact, in cash, at all times. The full amount of the
fund charged to the store must always be on hand and must be verified each business day and at
every change of shift. [Emphasis added.]

Also, prudent business practices dictate that adequate internal controls be in place to ensure funds
are not commingled between the daily deposits and the Change Fund.

Cause

Store general manager did not provide a reason why it swaps out the rejected currency with the
change fund.

Effect
The method of using the Change Fund to replace rejected bills results in the following:

e Opverstates that day’s deposit in the Smart Safe with Change Fund currency.

e Eliminates the reporting of the rejected bills on the Daily Store Summary Report.

e Eliminates the bank deposit of the rejected bills because the bank is now merely replacing
the bills.

¢ Eliminates the reconciliation and documentation of the daily deposit’s shortage, rejected
bills, and subsequent deposit.

¢ Eliminates the need to email PLCB’s Cash Management and Sales Audit staff.

e Depletes the Change Fund in the amount of the rejected bills until the bills are replaced

with good currency.
3



COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA LIQUOR CONTROL BOARD
FINE WINE AND GOOD SPIRITS STORE 0273

FINDING AND RECOMMENDATION

Finding — (Continued)

Circumventing internal controls and commingling the daily deposits with the Change Fund by not
recording the rejected bills properly the day received also places the cash assets at greater risk of
misappropriation or theft.

Recommendation

We recommend that the store manager comply with PLCB Handling of Cash and Checks
procedures and stop using the Change Fund as a method to circumvent the internal controls put in
place for the daily deposits and for rejected currency.

We recommend the PLCB ensure the following procedures are being followed for rejected
currency:

e Place the rejected bills in a bank deposit bag.
e Complete a bank deposit slip for the amount of the rejected bills for the next bank

deposit.

e Attach a copy of the bank deposit slip and the Smart Safe deposit slip to the Daily Store
Summary Report.

e Email PLCB Cash Management and Sales Audit to report the shortage for the Smart Safe
deposit.

e Take the rejected bills to the bank for deposit.
e Reconcile the Smart Safe deposit, Daily Store Summary Report, and bank deposit.

Management Response

The general manager agreed with the repeat finding and stated that he spoke to his district manager
after the prior audit finding, and that his district manager was not worried about the stores handling
of the rejected bills.

Examiner’s Conclusion

Since the store manager and the district manager do not see the importance of the procedures and
internal controls for rejected bills, the store’s substitute procedures of swapping out Change Fund
dollars should be relayed to the PLCB for approval. Such approval should be documented and
maintained at the store for future audit purposes. Compliance may be subject to verification in the
next examination.



COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA LIQUOR CONTROL BOARD
FINE WINE AND GOOD SPIRITS STORE 0273

PRIOR FINDING AND RECOMMENDATION

STATUS OF PRIOR FINDING AND RECOMMENDATION

Handling of Cash and Checks

Our prior examination reported noncompliance with PLCB Handling of Cash and Checks
procedures — Commingling Daily Deposits and Change Fund — Failure to Properly Report Rejected
Bills. Store management failed to comply with our recommendation (see Finding).
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REPORT DISTRIBUTION LIST

This report was initially distributed to the following:

The Honorable Darrell Clarke
Chairman
Pennsylvania Liquor Control Board

Jeremy Snyder
Assistant Director
PLCB Audit Services Division/Bureau of Audits
Pennsylvania Office of the Budget

Rodrigo Diaz
Executive Director
Pennsylvania Liquor Control Board

Angela Blecher
Chief Financial Officer
Pennsylvania Liquor Control Board

Angela Schaul
Director of Store Operations
Pennsylvania Liquor Control Board

This report is a matter of public record and is available online at www.PaAuditor.gov. Media
questions about the report can be directed to the Pennsylvania Department of the Auditor General,
Office of Communications, 229 Finance Building, Harrisburg, PA 17120; via email to:
news@PaAuditor.gov.



https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.paauditor.gov%2F&data=05%7C02%7CBCoyle%40paauditor.gov%7Ce51427830dd54053e35208ddb5a203d4%7Cdf58d922e067478c893179f4e2886266%7C0%7C0%7C638866429659500406%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=8J7xrCILA2sxKOpiGoFHwWaXHEr9lcyXvXzfqHTSjZk%3D&reserved=0
mailto:news@PaAuditor.gov

	STATUS OF PRIOR FINDING AND RECOMMENDATION

