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EXECUTIVE SUMMARY 
 

 In accordance with the City Auditor’s 1997-98 Audit Workplan, we have  

audited the City of San Jose’s Towing Service Agreements.  We conducted this audit in 

accordance with generally accepted government auditing standards and limited our  

work to those areas specified in the Scope and Methodology section of this report. 

 

 The City Auditor’s Office thanks those individuals of Century Tow, City Tow, 

Courtesy Tow, Delta Towing, Matos Towing, and Motor Body, along with the Police 

Department, General Services, and the Code Enforcement Division of Planning,  

Building and Code Enforcement who gave their time, information, insight, and 

cooperation during the audit process. 

 
 
THE TOW TRUCK CONTRACTORS  
NEED TO PERFORM VARIOUS TASKS 
TO ENSURE COMPLIANCE WITH  
THE TOW SERVICE AGREEMENTS 
 

 The agreements for tow services (Agreements) between the City of San Jose 

(City) and the six tow companies addresses tow services in connection with the 

enforcement of regulations regarding traffic, parking, and storage of vehicles.  Our  

audit focused on those areas of the Agreements that contain compliance requirements.  

Specifically, we noted the following terms have instances of noncompliance: 

− Central Communications Center 

− I. D. Badges 

− Customer Complaint Requirements 

− Documents Required to be Posted 

− Closed Circuit TV Requirements 

− Required Information on Tows 

− $30,874 in Lien Sale Fee underpayments to the City 
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− $1,663 in Tow and Impound Fee Schedule underpayments to the City 

− $28,182 in overcharges for labor improperly included in Hazardous 
Materials and Immobilized Vehicle Premium Fees 

− Documents Retained for Vehicles Sold Through the Lien Sale Process 

Appendix B summarizes the terms for which we found compliance and 

noncompliance with specific sections of the Agreement. 

 

 In our opinion, the tow truck companies should correct current instances of 

noncompliance with the above terms of the Agreements.  In addition, the Code 

Enforcement Division of Planning, Building, and Code Enforcement (Code  

Enforcement) and the City Attorney’s Office should address noncompliance with  

specific terms of the Agreements. 

 
 
THE CITY NEEDS TO IMPROVE ITS OVERSIGHT 
OF THE AGREEMENTS FOR TOW SERVICES 
 

 During our review of the Agreements between the City and the six City 

authorized tow companies, we noted that the City’s Agreements oversight needs 

improvement.  Specifically, we noted that: 

 

− The administration of the Agreements is not clearly developed or  

− documented; 

− The number of tows the tow companies reported did not agree with the 
number of dispatched tows the communication center, Metcom, Inc. 
(Metcom) reported; and 

− San Jose Police Department (SJPD) and Code Enforcement issued tow fee 
refunds for which the Agreements make no provision and for which no 
procedures are in place. 

 

Therefore, Code Enforcement needs to develop and document the procedures 

necessary to monitor the Agreements.  In addition, Code Enforcement needs to ensure 

that the number of tows the tow companies and Metcom report are in agreement.   
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Furthermore, the City Attorney’s Office needs to amend the Agreements to address the 

issue of refunding tow fees.  Finally, the SJPD and Code Enforcement need to develop 

written procedures that address the refunding of tow fees.  By so doing, the City will 

improve the administration of the Agreements, ensure that the City is paid for the 

appropriate amount of tows, and ensure that tow fee refunds are authorized and 

appropriate. 

 
 
THE SAN JOSE POLICE DEPARTMENT NEEDS 
TO DEVELOP PROCEDURES TO IMPLEMENT THE 
STATE LAW THAT ALLOWS VEHICLES TO BE 
TOWED UNDER FORFEITURE GUIDELINES 
 

 On January 1, 1995, a new state law went into effect, which states that a driver 

forfeits the vehicle being driven if certain criteria are met.  Our review revealed that the 

SJPD has not authorized any forfeiture tows.  Further, the SJPD has not prepared 

procedures or trained staff on the requirements that need to be met to tow a vehicle as a 

forfeiture.  However, we noted that Agreements between the tow companies and the  

City contains a section that defines how the consideration the City would receive on a 

forfeiture tow would be calculated.  We also contacted three jurisdictions performing 

forfeiture tows and obtained information on  1) their procedures, 2) how long they have 

been conducting forfeiture tows, and 3) how much money they have received from the 

forfeiture process.  Finally, in California Vehicle Code section 14607.4, the State 

Legislature found that “Seizing the vehicles used by unlicensed drivers serves a 

significant governmental and public interest, namely the protection of the health, safety, 

and welfare of Californians from the harm of unlicensed drivers, who are involved in a 

disproportionate number of traffic incidents, and the avoidance of the associated 

destruction and damage to lives and property.”  In our opinion, the SJPD should  

conduct a feasibility study on forfeiture tows and report back to the Finance Committee 

of the City Council by October 1, 1998. 
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RECOMMENDATIONS 
 

 We recommend that Code Enforcement: 

 

Recommendation #1: 

 
 Formally designate Metcom, Inc. as the Central Communication Center.   

(Priority 2) 

 

 In addition, we recommend that the tow companies and Metcom: 

 

Recommendation #2: 

 
 Enter into a contract for the services provided and the associated cost for that 

service.  (Priority 2) 

 

 We also recommend that the tow companies: 

 

Recommendation #3: 

 
 Ensure that their drivers have been issued a City I.D. badge.  (Priority 2) 

 

 Furthermore, we recommend that the City Attorney’s Office: 

 

Recommendation #4: 

 
Prepare an amendment to the Agreements to require the tow companies to fax 

Code Enforcement when a complaint is filed and either fax or mail the resolution to the 

City.  (Priority 2) 
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 In addition, we recommend that the tow companies: 

 

Recommendation #5: 

 
 Ensure that the postings in their main offices are in compliance with the 

requirements listed in the Agreement.  (Priority 3) 

 

Recommendation #6: 

 
 Retain the monitoring tapes for two months as required in the Agreement.  

(Priority 3) 

 

Recommendation #7: 

 
 Revise the remittances submitted to the City to include all the information the 

Agreements require.  (Priority 2) 

 

 We also recommend that the Finance Department: 

 

Recommendation #8: 

 
 Collect from the tow companies the amounts of underpayment to the City from 

lien sales.  (Priority 2) 

 

Recommendation #9: 

 
Bill the tow companies for the amount of money the City did not receive from  

the miscalculation of the $15 tow fee and impound fees.  (Priority 2) 

 

 In addition, we recommend that Code Enforcement: 
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Recommendation #10: 

 
Submit a directive to the tow truck companies instructing them to discontinue the 

practice of charging for labor when a tow is involved.  (Priority 1) 

 

Recommendation #11: 

 
Meet with the tow companies to resolve the issue of past labor charges.  

(Priority 2) 

 

Recommendation #12: 

 
 Consider amending the current Agreements to allow the tow companies to charge 

for labor when a tow requires extraordinary services.  (Priority 2) 

 

Furthermore, we recommend that the SJPD: 

 

Recommendation #13: 

 
 Train officers on the Agreements’ requirement that the impounding officer has to 

authorize in writing on the CHP 180 form the tow companies charging the Hazardous 

Material and/or Immobilized Vehicle Premium fees.  (Priority 2) 

 

We also recommend that the City Attorney’s Office: 

 

Recommendation #14: 

 
 Amend the Agreements to clarify the requirements on the Hazardous Material 

and/or Immobilized Vehicle Premium fees when a CHP 180 form does not apply. 

(Priority 2) 
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 Furthermore, we recommend that the tow companies: 

 

Recommendation #15: 

 
 Immediately begin retaining the CHP 180 Form and preparing an invoice and/or 

wrecker’s receipt for all lien sale transactions.  (Priority 2) 

 

 We also recommend that Code Enforcement: 

 

Recommendation #16: 

 
 Develop and document procedures for monitoring tow company compliance  

with the terms of the Agreements.  (Priority 2) 

 

Recommendation #17: 

 
 Request the tow companies to submit copies of their Metcom bill with their 

monthly reports.  (Priority 2) 

 

Recommendation #18: 

 
 Perform monthly reconciliations of tow company and Metcom reported number  

of tows.  (Priority 2) 

 

 We also recommend that the City Attorney’s Office: 

 

Recommendation #19: 

 
 Prepare an amendment to the Agreements addressing the issue of tow fee 

reimbursements or refunds.  (Priority 2) 
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 In addition, we recommend that Code Enforcement: 

 

Recommendation #20: 

 
 Formally document the informal procedures for tow fee reimbursements or 

refunds.  (Priority 2) 

 

 Finally, we recommend that the SJPD: 

 

Recommendation #21: 

 
 Expand and formally document the written procedures and provide training for 

authorizing and processing tow fee reimbursements or refunds.  (Priority 2) 

 

Recommendation #22: 

 
 Conduct a feasibility study on forfeiture tows and report back their findings to the 

Finance Committee of the City Council by October 1, 1998.  (Priority 2) 
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EXECUTIVE SUMMARY 
 

 In accordance with the City Auditor’s 1997-98 Audit Workplan, we have  

audited the City of San Jose’s Towing Service Agreements.  We conducted this audit in 

accordance with generally accepted government auditing standards and limited our  

work to those areas specified in the Scope and Methodology section of this report. 

 

 The City Auditor’s Office thanks those individuals of Century Tow, City Tow, 

Courtesy Tow, Delta Towing, Matos Towing, and Motor Body, along with the Police 

Department, General Services, and the Code Enforcement Division of Planning,  

Building and Code Enforcement who gave their time, information, insight, and 

cooperation during the audit process. 

 
 
THE TOW TRUCK CONTRACTORS  
NEED TO PERFORM VARIOUS TASKS 
TO ENSURE COMPLIANCE WITH  
THE TOW SERVICE AGREEMENTS 
 

 The agreements for tow services (Agreements) between the City of San Jose 

(City) and the six tow companies addresses tow services in connection with the 

enforcement of regulations regarding traffic, parking, and storage of vehicles.  Our  

audit focused on those areas of the Agreements that contain compliance requirements.  

Specifically, we noted the following terms have instances of noncompliance: 

− Central Communications Center 

− I. D. Badges 

− Customer Complaint Requirements 

− Documents Required to be Posted 

− Closed Circuit TV Requirements 

− Required Information on Tows 

− $30,874 in Lien Sale Fee underpayments to the City 
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− $1,663 in Tow and Impound Fee Schedule underpayments to the City 

− $28,182 in overcharges for labor improperly included in Hazardous 
Materials and Immobilized Vehicle Premium Fees 

− Documents Retained for Vehicles Sold Through the Lien Sale Process 

Appendix B summarizes the terms for which we found compliance and 

noncompliance with specific sections of the Agreement. 

 

 In our opinion, the tow truck companies should correct current instances of 

noncompliance with the above terms of the Agreements.  In addition, the Code 

Enforcement Division of Planning, Building, and Code Enforcement (Code  

Enforcement) and the City Attorney’s Office should address noncompliance with  

specific terms of the Agreements. 

 
 
THE CITY NEEDS TO IMPROVE ITS OVERSIGHT 
OF THE AGREEMENTS FOR TOW SERVICES 
 

 During our review of the Agreements between the City and the six City 

authorized tow companies, we noted that the City’s Agreements oversight needs 

improvement.  Specifically, we noted that: 

 

− The administration of the Agreements is not clearly developed or  

− documented; 

− The number of tows the tow companies reported did not agree with the 
number of dispatched tows the communication center, Metcom, Inc. 
(Metcom) reported; and 

− San Jose Police Department (SJPD) and Code Enforcement issued tow fee 
refunds for which the Agreements make no provision and for which no 
procedures are in place. 

 

Therefore, Code Enforcement needs to develop and document the procedures 

necessary to monitor the Agreements.  In addition, Code Enforcement needs to ensure 

that the number of tows the tow companies and Metcom report are in agreement.   
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Furthermore, the City Attorney’s Office needs to amend the Agreements to address the 

issue of refunding tow fees.  Finally, the SJPD and Code Enforcement need to develop 

written procedures that address the refunding of tow fees.  By so doing, the City will 

improve the administration of the Agreements, ensure that the City is paid for the 

appropriate amount of tows, and ensure that tow fee refunds are authorized and 

appropriate. 

 
 
THE SAN JOSE POLICE DEPARTMENT NEEDS 
TO DEVELOP PROCEDURES TO IMPLEMENT THE 
STATE LAW THAT ALLOWS VEHICLES TO BE 
TOWED UNDER FORFEITURE GUIDELINES 
 

 On January 1, 1995, a new state law went into effect, which states that a driver 

forfeits the vehicle being driven if certain criteria are met.  Our review revealed that the 

SJPD has not authorized any forfeiture tows.  Further, the SJPD has not prepared 

procedures or trained staff on the requirements that need to be met to tow a vehicle as a 

forfeiture.  However, we noted that Agreements between the tow companies and the  

City contains a section that defines how the consideration the City would receive on a 

forfeiture tow would be calculated.  We also contacted three jurisdictions performing 

forfeiture tows and obtained information on  1) their procedures, 2) how long they have 

been conducting forfeiture tows, and 3) how much money they have received from the 

forfeiture process.  Finally, in California Vehicle Code section 14607.4, the State 

Legislature found that “Seizing the vehicles used by unlicensed drivers serves a 

significant governmental and public interest, namely the protection of the health, safety, 

and welfare of Californians from the harm of unlicensed drivers, who are involved in a 

disproportionate number of traffic incidents, and the avoidance of the associated 

destruction and damage to lives and property.”  In our opinion, the SJPD should  

conduct a feasibility study on forfeiture tows and report back to the Finance Committee 

of the City Council by October 1, 1998. 
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RECOMMENDATIONS 
 

 We recommend that Code Enforcement: 

 

Recommendation #1: 

 
 Formally designate Metcom, Inc. as the Central Communication Center.   

(Priority 2) 

 

 In addition, we recommend that the tow companies and Metcom: 

 

Recommendation #2: 

 
 Enter into a contract for the services provided and the associated cost for that 

service.  (Priority 2) 

 

 We also recommend that the tow companies: 

 

Recommendation #3: 

 
 Ensure that their drivers have been issued a City I.D. badge.  (Priority 2) 

 

 Furthermore, we recommend that the City Attorney’s Office: 

 

Recommendation #4: 

 
Prepare an amendment to the Agreements to require the tow companies to fax 

Code Enforcement when a complaint is filed and either fax or mail the resolution to the 

City.  (Priority 2) 
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 In addition, we recommend that the tow companies: 

 

Recommendation #5: 

 
 Ensure that the postings in their main offices are in compliance with the 

requirements listed in the Agreement.  (Priority 3) 

 

Recommendation #6: 

 
 Retain the monitoring tapes for two months as required in the Agreement.  

(Priority 3) 

 

Recommendation #7: 

 
 Revise the remittances submitted to the City to include all the information the 

Agreements require.  (Priority 2) 

 

 We also recommend that the Finance Department: 

 

Recommendation #8: 

 
 Collect from the tow companies the amounts of underpayment to the City from 

lien sales.  (Priority 2) 

 

Recommendation #9: 

 
Bill the tow companies for the amount of money the City did not receive from  

the miscalculation of the $15 tow fee and impound fees.  (Priority 2) 

 

 In addition, we recommend that Code Enforcement: 
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Recommendation #10: 

 
Submit a directive to the tow truck companies instructing them to discontinue the 

practice of charging for labor when a tow is involved.  (Priority 1) 

 

Recommendation #11: 

 
Meet with the tow companies to resolve the issue of past labor charges.  

(Priority 2) 

 

Recommendation #12: 

 
 Consider amending the current Agreements to allow the tow companies to charge 

for labor when a tow requires extraordinary services.  (Priority 2) 

 

Furthermore, we recommend that the SJPD: 

 

Recommendation #13: 

 
 Train officers on the Agreements’ requirement that the impounding officer has to 

authorize in writing on the CHP 180 form the tow companies charging the Hazardous 

Material and/or Immobilized Vehicle Premium fees.  (Priority 2) 

 

We also recommend that the City Attorney’s Office: 

 

Recommendation #14: 

 
 Amend the Agreements to clarify the requirements on the Hazardous Material 

and/or Immobilized Vehicle Premium fees when a CHP 180 form does not apply. 

(Priority 2) 
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 Furthermore, we recommend that the tow companies: 

 

Recommendation #15: 

 
 Immediately begin retaining the CHP 180 Form and preparing an invoice and/or 

wrecker’s receipt for all lien sale transactions.  (Priority 2) 

 

 We also recommend that Code Enforcement: 

 

Recommendation #16: 

 
 Develop and document procedures for monitoring tow company compliance  

with the terms of the Agreements.  (Priority 2) 

 

Recommendation #17: 

 
 Request the tow companies to submit copies of their Metcom bill with their 

monthly reports.  (Priority 2) 

 

Recommendation #18: 

 
 Perform monthly reconciliations of tow company and Metcom reported number  

of tows.  (Priority 2) 

 

 We also recommend that the City Attorney’s Office: 

 

Recommendation #19: 

 
 Prepare an amendment to the Agreements addressing the issue of tow fee 

reimbursements or refunds.  (Priority 2) 
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 In addition, we recommend that Code Enforcement: 

 

Recommendation #20: 

 
 Formally document the informal procedures for tow fee reimbursements or 

refunds.  (Priority 2) 

 

 Finally, we recommend that the SJPD: 

 

Recommendation #21: 

 
 Expand and formally document the written procedures and provide training for 

authorizing and processing tow fee reimbursements or refunds.  (Priority 2) 

 

Recommendation #22: 

 
 Conduct a feasibility study on forfeiture tows and report back their findings to the 

Finance Committee of the City Council by October 1, 1998.  (Priority 2) 
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INTRODUCTION 
 

 In accordance with the City Auditor’s 1997-98 Audit Workplan, we have audited 

the City of San Jose’s Towing Service Agreements.  We conducted this audit in 

accordance with generally accepted government auditing standards and limited our  

work to those areas specified in the Scope and Methodology section of this report. 

 

 The City Auditor’s Office thanks those individuals of Century Tow, City Tow, 

Courtesy Tow, Delta Towing, Matos Towing, and Motor Body, along with the Police 

Department, General Services, and the Code Enforcement Division of Planning,  

Building and Code Enforcement who gave their time, information, insight, and 

cooperation during the audit process. 
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BACKGROUND 
 

 In February 1991, the City of San Jose (City) entered into three-year  

agreements, with two, one-year options for renewal, for City-generated tow services.  

Under the current system, the City is divided into six tow zones, with five operators  

who provide the City with towing services and storage yards.  Employees in the Police, 

Planning, Building and Code Enforcement and Streets and Traffic Departments direct  

the towing and storage of motor vehicles removed from public and private property. 

 

 The City exercised the first renewal option on April 1, 1994.  On March 21,  

1995, in lieu of the final option, the City amended the agreements for the period from 

April 1, 1995 through March 31, 1996, to reflect two changes in State law: 

 

 1.  SB 1756 – which requires the impoundment for thirty days of the vehicles of 

persons operating said vehicles without a valid driver's license. 

 

 2.  AB 3148 – which provides for the forfeiture of the vehicles of drivers 

apprehended while driving without a valid driver's license for the second time in 

five years. 

 

 The amended agreements provided for an additional impound or forfeiture fee to 

the City equal to one-half of the storage charges collected, beginning with the sixth day 

of storage, after the deduction of specific expenses. 

 

 On October 2, 1995, the Housing and Community Development Committee 

directed the Administration to analyze four alternative ways of providing towing service 

and approved the evaluation criteria.  The four options evaluated were: 

 

 Option 1.  Decentralized "Zone Tow" Services -  this alternative is a 

continuation of the current contractual arrangement.  The City is divided into six  
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geographic "zones", each of which has one contractor who provides towing and 

storage services for the City.  Each contractor is required to provide vehicle 

storage and retrieval within the respective geographic zone. 

 

 Option 2.  Centralized Storage At A Privately Owned Facility - the City  

would contract with a private firm to administer most of the functions associated  

with towing and storage of the vehicles.  The private firm would operate either:  

1) the centralized storage of the vehicles and all tow trucks for the entire City 

contract or 2) a centralized storage facility and subcontract for towing services.  

The contractor would need to have a minimum of six to seven acres to store the 

vehicles. 

 

 Option 3.  Centralized Storage At A City Owned Facility - the City would 

operate a storage yard on City property and subcontract with one or more vendors 

to provide towing services.  The City would also contract for the sale  

or disposal of unclaimed vehicles.  The Department of General Services had  

previously proposed this option as a means to generate revenues for the City. 

 

 4.  A Combination Of Option 1 and 3 - the City would operate a centralized 

storage facility and contract for tow services with tow operators located in 

specific City geographic locations.  Some of the tow operators would have  

storage facilities, while others would use the City facility. 

 

 The evaluation criteria used for the above options were as follows: 

 

 1.  Quality Of Service To The City - Minimizing tow truck response time to  

the scene of accidents or events when City staff request that a vehicle be towed, 

accurate data collection systems, and timely payment of fees to the City. 
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2.  Customer Service To The Vehicle Owner - Factors such as courtesy to 

citizens, protecting vehicles from theft or damage and ease of access. 

 3.  Projected Costs - Cost to the City, both capital outlay and annual  

operations. 

 4.  Revenue Potential - Revenue flow to the City including fee structures and 

revenue sharing. 

 5.  Implementation Time - Timely start up. 

 6.  Potential For Competition - Proposals that offer the best opportunities for 

competition for any component of service. 

 

 The Administration's analysis included two recommendations.  First, the current 

zone tow system (Option 1) be continued for 18 months through an RFP process that 

would include customer service improvements and revised revenue divisions.  In 

addition, an RFP process should be completed by October 31, 1997 for Options 1, 2,  

and 3, including a review of zone boundaries, fee structure, revenue sharing, and 

customer service improvements. 

 

 On December 4, 1995, the Housing and Community Development Committee 

adopted a recommendation that only Option 1 (current zone tow system) be considered 

and that an RFP be issued for a two-year contract with one additional option year.  The 

Committee also recommended that the City Auditor’s Office conduct an audit after the 

first year of the new contract period.  Subsequently, the contract term was revised to a 

three-year period, beginning April 1, 1996, with four one-year option periods. 

 

General Information On Each Tow Company 

As previously stated, the City is divided into six tow zones.  The locations of 

these zones are shown on Map I. 
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Zone 1 - Matos Towing 

 

Matos Towing was founded in 1974 and has provided Zone 1 tow services to 

the City ever since.  On August 19, 1997, the City approved the sale of Matos Towing 

and the assignment of Zone 1 to the owner of Courtesy Tow in Zone 5.  The new  

owner formally began operating Matos Towing on September 15, 1997. 

 

In addition to the City, Matos Towing provides services for the California 

Highway Patrol (CHP), Santa Clara County Sheriff’s Department (Sheriff), 

Metropolitan Transportation Commission’s Freeway Service Patrol (FSP), and several 

auto clubs and insurance providers. 

 

From April 1, 1996 to December 31, 1997, Matos Towing towed 5,792  

vehicles, which is 14 percent of the total City-generated tows. 
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Zone 2 - City Towing 

 

City Towing is a wholly-owned, family operated and privately held corporate 

business that has provided service to the City for over 37 years.  City Towing currently 

tows for the City in Zone 2, which includes East San Jose, South San Jose, and the 

Evergreen area.  Zone 2 is the largest tow zone in the City. 

 

In addition to the City, City Towing provides tow services to the CHP, Sheriff, 

California Department Of Transportation (CalTrans), East Side Union High School 

District, San Jose Unified School District, Alum Rock Union School District, the Green 

Team, and Mission Valley Ford. 

 

From April 1, 1996 to December 31, 1997, City Towing towed 10,547  

vehicles, which is 25 percent of the total City-generated tows. 
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Zone 3 - Century Tow 

 

Century Tow has been towing vehicles in the City since 1979, and began 

providing Zone 3 tow services to the City in 1981.  Century Tow is a sole  

proprietorship and is the only fully enclosed primary storage facility among the 

contractors.  In addition to the City, Century Tow provides tow services to the CHP, as 

well as several insurance providers and an auto association. 

 

From April 1, 1996 to December 31, 1997, Century Tow towed 6,443 vehicles, 

which is 16 percent of the total City-generated tows. 
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Zone 4 - Motor Body 

 

Since 1977, Motor Body has provided towing services to the City, CHP, the 

Sheriff’s Office, San Jose State University Police, and numerous commercial towing 

accounts.  Motor Body became the City’s Zone 4 contractor in 1981.  Motor Body’s 

secondary lot has a classroom which seats more than 40 people.  Motor Body has 

provided this classroom for contract-related training sessions for all tow companies for 

the past two years. 

 

From April 1, 1996 to December 31, 1997, Motor Body towed 6,673 vehicles, 

which is 16 percent of the total City-generated tows. 
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Zone 5 - Courtesy Tow 

 

Courtesy Tow serves Zone 5, the smallest zone in the City.  In addition to the 

City, Courtesy Tow provides tow services to several auto dealerships and motor clubs.  

As noted earlier, the City approved Courtesy Tow’s acquisition of Matos Towing and 

its Zone 1 tows.  Courtesy Tow formally began operating Matos Towing on 

September 15, 1997. 

 

From April 1, 1996 to December 31, 1997, Courtesy Tow towed 3,810  

vehicles, which is 9 percent of the total City-generated tows. 
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Zone 6 - Delta Towing 

 

Delta Towing, previously known as Consolidated Towing, has provided tow 

services in Zone 6 for the City since 1981.  Delta Towing provides tow services to the 

City only.  The owners of Motor Body (Zone 4) also own fifty percent of Delta  

Towing. 

 

From April 1, 1996 to December 31, 1997, Delta Towing towed 8,493 vehicles, 

which is 20 percent of the total City-generated tows. 
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Revenue Information 

 

 Under the terms of the current tow agreements, the City receives revenue from 

three different sources.  The first source is the $15.00 fee the City receives on each  

City-generated tow.  The second source is storage fees from mandatory 30-day  

impound tows.  The City receives “ . . . $12.50 per day for each day storage fees are 

collected after the fourth day of storage until the vehicle is reclaimed or sold.”  The  

third source is proceeds from vehicles sold at a lien sale.  Table I shows how much the 

City received from the three revenue sources from April 1, 1996 to  

December 31, 1997. 

 
TABLE I 

 
SUMMARY OF REVENUES RECEIVED FROM 

THE TOW SERVICE AGREEMENTS 
FOR THE PERIOD OF APRIL 1, 1996 TO DECEMBER 31, 1997 

 
Tow Truck 
Company 

 
$15.00 Fee 

 
Storage Fees 

 
Lien Sale Fees 

 
Totals 

     
Matos Towing  $86,880  $146,875  $17,798  $251,553 
City Tow  158,205  235,269  72,885  466,359 
Century Tow  96,645  151,751  24,821  273,217 
Motor Body  100,095  122,194  29,215  251,504 
Courtesy Tow  57,150  62,480  4,031  123,661 
Delta Towing  127,395  216,210  73,200  416,805 

Totals  $626,370  $934,779  $221,950  $1,783,099 
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SCOPE AND METHODOLOGY 
 

 We reviewed the agreements for tow services (Agreements) between the City of 

San Jose (City) and the six tow companies.  Based upon our review, we compiled a list  

of terms from the Agreements for which we tested compliance.  See Appendix C for a  

list of the terms tested. 

 

 We conducted our on-site testwork of each tow company from June 1997 to 

December 1997.  We reviewed all of the payment remittances received from the tow 

companies for the period of April 1, 1996 to December 31, 1997. 

 

 To determine compliance with the terms of the Agreement, we interviewed 

employees and toured the facilities of each tow truck companies’ main office and when 

applicable, the secondary storage facility.  We also observed auctions of vehicles 

obtained through the lien sale process.  In addition, we reviewed the quarterly  

remittances and recalculated the payments submitted to the City.  Furthermore, we 

sampled various transactions listed in the remittances and reviewed the supporting 

documentation to ensure all charges and fees listed were appropriate. 

 

We also interviewed staff from the San Jose Police Department, the Code 

Enforcement Division of Planning, Building and Code Enforcement, the General  

Services Department, and the City Attorney’s Office.  In addition, we gathered 

information on refunds given to either the tow companies or the registered owner of the 

vehicle towed.  From all the documents reviewed and interviews conducted, we  

analyzed the information received to determine compliance with the Agreements’ terms 

subject to our audit. 

 

 Finally, we surveyed other jurisdictions on what type of program they have in 

place that addresses California Vehicle Code Section 14607.6 which applies to  

forfeiture tows. 
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FINDING I 
 

THE TOW TRUCK CONTRACTORS NEED TO PERFORM VARIOUS TASKS 
TO ENSURE COMPLIANCE WITH THE TOW SERVICE AGREEMENTS 

 

 The agreements for tow services (Agreements) between the City of San Jose 

(City) and the six tow companies addresses tow services in connection with the 

enforcement of regulations regarding traffic, parking, and storage of vehicles.  Our  

audit focused on those areas of the Agreements that contain compliance requirements.  

Specifically, we noted the following terms have instances of noncompliance: 

− Central Communications Center 

− I. D. Badges 

− Customer Complaint Requirements 

− Documents Required to be Posted 

− Closed Circuit TV Requirements 

− Required Information on Tows 

− $30,874 in Lien Sale Fee underpayments to the City 

− $1,663 in Tow and Impound Fee Schedule underpayments to the City 

− $28,182 in overcharges for labor improperly included in Hazardous 
Materials and Immobilized Vehicle Premium Fees 

− Documents Retained for Vehicles Sold Through the Lien Sale Process 

Appendix B summarizes the terms for which we found compliance and 

noncompliance with specific sections of the Agreement. 

 

 In our opinion, the tow truck companies should correct current instances of 

noncompliance with the above terms of the Agreements.  In addition, the Code 

Enforcement Division of Planning, Building, and Code Enforcement (Code  

Enforcement) and the City Attorney’s Office should address noncompliance with  

specific terms of the Agreements. 
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A.3.5  Central Communications Center 

 

 Metcom, Inc. (Metcom) is the communication center that receives the tow 

requests from the City.  Metcom dispatches and tracks the tows the City requested of  

the tow truck companies.  The owner of one of the tow companies, Delta Towing, also 

owns Metcom.  The Agreements state that 

 

 City may from time to time designate a Central Communications Center which 
shall be used to dispatch Contractor to render the tow services required  
pursuant to the Agreement. 

 
 Contractor must utilize the Central Communications Center service designated  

by City, and Contractor shall contract for and pay for said dispatch service. 
 

The City has never formally designated Metcom as the “Central  

Communications Center”.  In addition, Metcom only has a contract in place with one  

tow company for the services they provide.  Despite not having all of the agreements in 

place, Metcom does bill and receive payments on a monthly basis for each dispatched 

tow. 

 

 We recommend that Code Enforcement formally designate Metcom, Inc. as 

the Central Communication Center. 

 

 We also recommend that the tow companies and Metcom, Inc. enter into a 

contract for the services provided and the associated cost for that service. 

 

A.4.3  I.D. Badges 

 

 The City’s Municipal Code (Code) section 6.66 addresses tow-car businesses.  

One of the requirements in the Code is that tow truck drivers obtain a tow-car permit, 
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which then allows them to receive a City I.D. badge.  Municipal Code section 6.66.180 

lists the following as reasons why a permit would be denied: 

 

1. . . . applicant does not possess or cannot obtain the minimum required  
amount of bodily injury and/or property damage insurance; or 

 
3. . . . applicant has been convicted of a crime, if the crime is substantially 

related to the qualifications, functions, or duties . . . for which the permit is 
to be issued; or 

 
4. . . . applicant was convicted of three or more moving violations of the 

California Vehicle Code in the last twelve months; or 
 

5. . . . applicant is on parole or probation for a criminal offense, if the  
criminal offense is substantially related to the qualifications, functions, or 
duties . . . for which the permit is to be issued; or 

 
6. . . . applicant has done any act involving dishonesty, fraud or deceit with 

intent to substantially benefit himself or another, or substantially injure 
another; or 

 
7. . . . applicant has knowingly made a false statement of fact required to be 

revealed in an application for the permit, . . .; or 
 

8.  . . . applicant has had a permit under the provisions of this chapter revoked 
within the previous three years from date of application. 

 

In addition, the Agreements state that “Contractor’s tow drivers shall be  

required to carry their City-issued I.D. badges with them at all times while on duty. 

 

The Permits Unit (Permits) of the San Jose Police Department (SJPD) informed 

us that if a driver is listed as having a permit issued, they have been issued a City I.D. 

badge.  Based on the testwork performed, Table II shows the tow companies that have 

instances of noncompliance. 

 



- Page 17 - 

TABLE II 

SUMMARY OF TOW COMPANIES THAT HAVE INSTANCES 
OF NONCOMPLIANCE REGARDING DRIVERS’ PERMITS 

 

 
Tow Company 

Number Of Drivers 
Without Permits 

  
Matos Towing 2 
Motor Body 2 
Courtesy Tow 1 

 

According to the tow companies noted above, the drivers without permits no long 

work for them. 

 

 We recommend that the tow companies ensure that their drivers have been 

issued a City I.D. badge. 

 

A.4.7  Customer Complaint Requirements 

 

 The Agreements state that “Contractor shall respond to customer complaint 

within ten (10) days and shall fax copies of complaint and resolution to City.” 

 

According to Code Enforcement, all the tow truck companies are responding to 

customer complaints within 10 days.  However, instead of faxing the complaint and 

resolution, the tow companies send the forms through certified mail.  This is fine with 

Code Enforcement and they feel the contract should be changed to reflect that the tow 

companies could either fax or send the complaint and resolution.  Code Enforcement  

also stated that they feel the contract should give a timeframe as to when they are 

informed of the complaint. 
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We recommend that the City Attorney’s Office prepare an amendment to  

the Agreements to require the tow companies to fax Code Enforcement when a 

complaint is filed and either fax or mail the resolution to the City. 

 

A.4.8  Documents Required To Be Posted 

The Agreements state 

 The following documents, . . . shall be posted by Contractor at each storage 
facility in a conspicuous location easily visible to the public: 

a. Complete copy of the Agreement; 
b. Name and address of Contractor’s insurance broker handling the 

insurance coverages required pursuant to the Agreement; 
c. Schedule of all approved towing, storage and additional charges as 

specified in the Agreement; 
d. A notice explaining the procedure by which unclaimed vehicles are sold  

at public auction, including the locations of such auctions and 
publications in which such auctions are advertised, and stating that all in 
attendance at such auction shall have an equal opportunity to bid. 

e. “Vehicle Impound Rights and Obligations” informing the public of their 
rights pursuant to California Vehicle Code, Section 22852. 

 

The following picture is an illustration of a posting that is the schedule of all the 

approved towing, storage, and additional charges as specified in the Agreement. 
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Based on the testwork performed, Table III shows the items that were not posted 

in the main office. 

TABLE III 

SUMMARY OF ITEMS NOT POSTED IN THE MAIN OFFICE 

 
Tow 

Company 
Copy of 

Agreement 
Insurance 

Information 
Schedule of 

Charges 
Auction 

Information 
CVC Section 

22852 

Matos Towing  Name and 
address of 
contractor’s 
insurance 
broker. 
 

Two additional 
charges were 
listed that are 
not contained 
in the 
Agreement:  
Additional 
labor - $75, 
and Driveline - 
$13. 

The notice 
explaining the 
procedure by 
which 
unclaimed 
vehicles are 
sold at public 
auction. 

CVC Section 
22850 was 
listed instead 
of CVC 
Section 22852. 

City Tow    The location of 
such auctions 
and 
publications in 
which such 
auctions are 
advertised and 
the statement 
that all in 
attendance at 
such auctions 
have an equal 
opportunity to 
bid. 

 

Motor Body     CVC Section 
22850 was 
listed instead 
of CVC 
Section 22852. 

Courtesy Tow  Name and 
address of 
contractor’s 
insurance 
broker. 

 A notice 
explaining the 
procedure by 
which 
unclaimed 
vehicles are 
sold at public 
auction. 

 

Delta Towing     CVC Section 
22850 was 
listed instead 
of CVC 
Section 22852. 
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 We recommend that the tow companies ensure that the postings in their 

main offices are in compliance with the requirements listed in the Agreement. 

 

A.7.1  Closed Circuit TV Requirements 

 

 The Agreements state that the Contractor shall maintain a primary lot storage 

facility within the City.  One of the items required for the primary storage lot is the 

following: 

 

b. Monitored by closed circuit TV.  Tapes are to be retained for no less  
than two (2) months . . . .” 

 

The only item of noncompliance noted is at Century Tow, which only retains 

tapes for one month instead of the required two months. 

 

 We recommend that the tow companies retain the monitoring tapes for two 

months as required in the Agreement. 

 

B.2.5  Required Information On Tows 

 

The Agreements state 

 

Contractor shall at all times maintain accurate and complete records of each 
City-generated tow provided, which shall contain the following information: 

 
1. Name, address, and phone number of person, if available, whose vehicle 

was towed; 
2. Vehicle identification number, license plate number, make, year, and 

model, of [sic] each vehicle towed; 
3. Date and time request for tow was received; 
4. Location from which vehicle was towed, and name or number of driver 

assigned to said tow; 
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5. Reason for tow, whether accident, impound, or other reason; 
6. Date of release of each vehicle; 
7. Name of party to whom vehicle was released; 
8. All fees or charges connected with said tow, showing specifically tow, 

storage, hazardous material, immobilized vehicle premium, or drive line 
labor, and lien sale in addition to the total of such charge or fees; 

9. All proceeds from the sale of towed vehicles that are unclaimed, and 
10. Date that said charges were paid. 

 
Contractor shall remit, with each payment, a copy of the information required 
 . . . except item 4, and shall also remit information containing the total number  
of City-generated tow provided by Contractor per month. 

 

All six of the tow companies’ records were missing the following information 

from the reports they submit to the City: 

 

− Phone number of person whose vehicle was towed; 

− All proceeds from the sale of unclaimed, non-30 day impound vehicles; 

− All tow fees or charges for lien sold vehicles; 

− The total of all fees or charges connected to tows; and 

− Information containing the total number of City-generated tows by month. 

 

Finally, Century Tow did not include the model of the vehicle towed and 

Courtesy Tow did not include the name and address of the person whose vehicle was 

towed, the time the tow request was received, and the reason for the tow. 

 

 We recommend that the tow companies revise the remittances submitted to 

the City to include all the information the Agreements require. 
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B.2.7  Lien Sale Fees 

 

 The Agreements state the following: 

 

 The fees due City shall be due and payable as follows: 
 

2. For vehicles sold at a lien sale, the additional fees due under Subsections  
2 and 3 of Section 2 of Exhibit C, shall be due and payable to CITY on 
the following basis:  From the total amount collected CONTRACTOR  
may deduct the following costs, if they are incurred: 

a) Lien Processing Fee: 
$70.00 for vehicles valued at less than $2500 
$125.00 for vehicle valued at $2500 or more; 

b) Small Claims Court Fee; 
c) Process Service Fee; 
d) Advertising notice cost for vehicles valued at more than $2500; 
e) Retow to disposal site; fee of $45.00 for vehicles which are not sold 

and must be delivered to wrecking yard; 
f) Applicable towing fees; 
g) Storage charges for the first four days of storage. 

 
CONTRACTOR shall remit to CITY an amount equal to Fifty Percent 
(50%) of the storage charges collected and remaining after the deducting 
the applicable foregoing amounts.  All other remaining amounts shall be 
distributed according to the applicable provisions of California law. 

 

Based on our review of the Agreement, the standard deduction of costs for the 

tow companies on a lien sale is $255.001.  Any amount of money remaining after the 

deduction of $255.00 is split 50/50 between the City and the tow company.  We 

recalculated all the lien sales from April 1, 1996 to September 30, 1997.  Table IV 

summarizes the additional amount we calculated each tow company owes the City from 

April 1, 1996 to December 31, 1997. 

 

                                                           
1  $255 = $70 lien processing fee + $85 towing fee + $100 storage charges for first 4 days of storage. 
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TABLE IV 
 

SUMMARY OF CALCULATED ADDITIONAL AMOUNTS EACH TOW 
TRUCK COMPANY OWES THE CITY FOR LIEN SALE FEES  

FROM APRIL 1, 1996 TO DECEMBER 31, 1997 
 

 
Tow 

Company 

Quarter 
ended 

6/30/96 

Quarter 
ended 

9/30/96 

Quarter 
ended 

12/31/96 

Quarter 
ended 

3/31/97 

Quarter 
ended 

6/30/97 

Quarter 
ended 

9/30/97 

Quarter 
ended 

12/31/97 

 
 

Totals 

Matos Towing2 $  275 $1,260 $1,395 $1,155 $     15 ($660)3  ($1,696)3 $ 1,744 

City Tow     447        69       49     275      435     24  0    1,299 

Century Tow     510   1,006     870     172      127   175  150    3,010 

Motor Body     218      374   690   1,213   1,519   1,563  889    6,466 

Courtesy Tow        0         7   1,353    (135)3   1,182  (815)3  477    2,069 

Delta Towing     329   2,102   2,777   2,558   2,633  3,539  2,348   16,286 

Totals $1,779 $4,818 $7,134 $5,238 $5,911 $3,826  $2,168 $30,874 

 

Based on the information contained in Table IV, the tow companies owe the  

City $30,874.  We discussed this situation with the City Attorney Office, and they  

agree that the $30,874 is owed to the City. 

 We recommend that the Finance Department collect from the tow companies 

the amounts of underpayment to the City from lien sales. 

 

Exhibit C – Fee Schedule 

 

$15.00 Tow Fee 

 

The Agreements state 

                                                           
2  As stated on page 6 of this report, the owner of Courtesy Tow purchased Matos Towing and began 
operating it on September 15, 1997. 
 
3  The amounts with brackets are amounts the City owes to the tow company.  These instances occurred 
when the tow company did not deduct the appropriate amount of lien sale costs. 
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1. For all types of tow, the minimum fee ($15.00) shall be due and payable  
to CITY regardless of the amount collected by CONTRACTOR. 

 

All of the tow truck companies except Courtesy Tow are in compliance with this 

term of the Agreement.  Courtesy Tow underreported the number of tows and therefore 

owes the City $555.  In addition, for the first quarter of the contract, Courtesy Tow  

only paid $7.50 for each of the 51 abandoned tows they reported instead of the $15.00  

as required in the Agreement and therefore owes the City $383.  Based on our analysis  

of the $15 tow fee, Courtesy Tow owes the City $938. 

 

Impound Fees 

 

The Agreements state 

 

 Mandatory 30-day impound tow (Vehicle Code SS 14602.6):  a fee calculated as 
follows: 
 

A minimum of $15.00, plus $12.50 per day for each day storage fees are collected 
after the fourth day of storage until the vehicle is reclaimed or sold. 

 

 All of the tow companies except Motor Body are in compliance with this term  

of the Agreement.  Motor Body erroneously recorded storage fees for two vehicles  

under hazardous material and immobilized vehicle premium fees.  Based on our 

calculations, Motor Body owes the City $725 in impound fees.  We reviewed this 

information with the City Attorney’s Office, and they agreed that $1,663 is owed the 

City. 

 

 We recommend that the Finance Department bill the tow companies for the 

amount of money the City did not receive from the miscalculation of the $15 tow  

fee and impound fees. 

 



- Page 25 - 

Hazardous Material And Immobilized Vehicle Premium Fees 

 

The Agreements state 

 
4. Service call – response by a tow-car to a request by or on behalf of a  

person in lawful possession of a vehicle, or by a police officer, but  
towing is not found to be necessary, for each period of fifteen (15)  
minutes, or portion thereof, required to be spent from the time of  
departure to return to the customary tow-car location or to release to  
another assignment  .................................................................  $12.00/qtr. hr. 

 
5. Immobilized Vehicle Premium – for vehicles with more than one flat tire 

or missing wheel; 2-wheel trailers with flat or missing wheel; vehicles 
with unsecured engine .................................................................... $20.00 

 
6. Hazardous Materials Fee – for clean-up and disposal of oil,  

fluids  ............................................................................................... $20.00 
 

Charging the Immobilized Vehicle Premium and/or the Hazardous Material Fee 
shall require the written authorization of the impounding officer on the CHP 180 
form. 

 

All of the tow companies, except Courtesy Tow, have included in the fees they 

charge an amount for Hazardous Material (HM) and/or Immobilized Vehicle Premium 

(IVP) fees.  The Agreements state that the HM and IVP fees are $20 each.  We noted  

that there were tows where the amount charged was higher than the $20 the  

Agreements allow.  We selected a sample of the HM fees charged during the first year  

of the Agreement and asked the tow companies to provide us the documentation that 

supported these fees.  Some of our samples also included the IVP fee which allowed us  

to test that fee also.   

 

Based on the testwork performed we found that the tow companies are including 

labor charges of $12.00 per quarter hour in situations where they feel they incur more 

labor time than an average tow.  However, the Agreements do not provide for the tow 

companies to do this.  The Agreements allow towing companies to charge labor only 

when a tow is not necessary.  In that situation, the tow company can charge $12.00 for  
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every fifteen minutes until the tow truck returns to the tow yard and/or is released and 

dispatched to another assignment.  Table V is a summary of tow company labor  

charges improperly included in the the HM and IVP fees from April 1, 1996 to  

December 31, 1997. 

TABLE V 
 

SUMMARY OF TOW COMPANY LABOR CHARGES 
IMPROPERLY INCLUDED IN THE HAZARDOUS MATERIAL AND 

IMMOBILIZED VEHICLE PREMIUM FEES FROM 
APRIL 1, 1996 TO DECEMBER 31, 1997 

 

 
 

Tow Company 

 
Hazardous 

Material Fee 

Immobilized 
Vehicle Premium 

Fee 

 
 

Totals 
Matos Towing4  $4,955  $63  $5,018 
City Tow  933  92  1,025 
Century Tow  4,108  2,589  6,697 
Motor Body  10,152  238  10,390 
Delta Towing  4,997  55  5,052 

Totals  $25,145  $3,037  $28,182 
 

We recommend that Code Enforcement submit a directive to the tow truck 

companies instructing them to discontinue the practice of charging for labor when  

a tow is involved. 

 

 When we reviewed the information in Table V with the tow companies, five of 

the six tow companies told us that under the previous contract with the City, they were 

allowed to charge for extraordinary labor in addition to the basic tow charge.  These  

tow companies also stated that they thought they were still allowed to charge for 

extraordinary labor. 

 

                                                           
4  As stated on page 6 of this report, the owner of Courtesy Tow purchased Matos Towing and began 
operating it on September 15, 1997. 
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 Our review revealed that the prior agreement between the City and the tow 

companies was entered into on February 19, 1991.  The term of the agreement was for 

three years, with an option to renew for two successive one-year terms.  This  

agreement contained no information on the fees the tow companies could charge.   

Instead City Council Resolution #62753, contained the maximum charges individuals in 

the tow-car business could charge.  Resolution #62753 contained a section titled 

“Extraordinary Services”, which states the following 

 

2. When, in connection with towing services, a person engaged in the tow-
car business in the City incurs expenses or furnishes services, materials  
or time, compensation which has not been provided for by this 
Resolution, or expends or furnishes services, materials or time in an 
unusual amount when the same shall appear to be reasonably necessary 
under the circumstances, and the reasonable value of the same exceeds  
the maximum charges provided for herein, written application for 
approval of the higher charges may be made to the Chief of Police.  The 
Chief shall determine the necessity and the reasonable value of such 
extraordinary services or materials.  The tow-car business operator may 
thereafter lawfully charge for the specific towing transaction applied for 
in an amount not in excess of the sum approved by the Chief.5 

 

Resolution #62753 and the three City Council resolutions that followed all 

contained the above noted language on extraordinary charges.  However on March 28, 

1995, the City and the tow companies entered into an amendment to the February 19, 

1991 agreement.  Included in this amendment is a schedule of the maximum tow 

company charges pursuant to the Agreement.  The only difference between the charges 

included in the amendment and the previous four City Council resolutions is the  

deletion of the section on extraordinary charges. 

 

 According to General Services representatives, the City intentionally deleted the 

section on extraordinary charges when it amended the Agreement on March 28, 1995.   

                                                           
5  Our review of available documents indicates that the Chief of Police delegated his authority noted above 
to the SJPD Tow Liaison Unit. 
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According to General Services the basic tow charge of $85.00 was set sufficiently high to 

compensate the tow companies for every type of tow, including extraordinary tows. 

 

 Given the confusion over the issue of labor charges in the City’s Agreement with 

the tow companies, in our opinion, the Administration should meet with the tow 

companies to resolve the issue of past labor charges.  In addition, the Administration 

should consider amending the current Agreement to allow the tow companies to charge 

for labor when a tow requires extraordinary services. 

 

 We recommend that Code Enforcement meet with the tow companies to 

resolve the issue of past labor charges. 

 
 

 We also recommend that Code Enforcement consider amending the current 

Agreements to allow the tow companies to charge for labor when a tow requires 

extraordinary services. 

 
 

In addition, the Agreements require the impounding officer to authorize in  

writing on the CHP 180 form the tow company charging the HM and/or IVP fees.  We 

discovered during our testwork that the impounding officer did not always approve the 

HM and/or IVP fees on the CHP 180 form.  Further, we noted numerous instances  

where the tow companies assessed an HM and/or IVP fee on an accident tow.  In these 

instances, the impounding officer cannot authorize the tow companies to assess the HM 

and/or IVP fees on the CHP 180 form because that form is not used when an accident  

tow is involved.  According to the tow companies and the SJPD, in many accident 

situations, it is very difficult to obtain authorization from the impounding officer  

because the officer is usually busy working the accident scene and dealing with traffic.  

In addition, depending on where the accident occurred, it may not be safe for the  

officer or the tow truck drive to prepare paperwork at the accident site.  Furthermore,  
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it should be noted that Code Enforcement has not received any complaints regarding the 

imposition of HM and/or IVP fees.  Finally, in most cases, an insurance company pays 

for the cost of an accident tow including HM and/or IVP fees, and they would not pay 

such fees if they felt they were inappropriate or improper. 

 

We recommend that the SJPD train officers on the Agreements’  

requirement that the impounding officer has to authorize in writing on the  

CHP 180 form the tow companies charging the Hazardous Material and/or 

Immobilized Vehicle Premium fees. 

 

 We also recommend that the City Attorney’s Office amend the Agreements 

to clarify the requirements on the Hazardous Material and/or Immobilized Vehicle 

Premium fees when a CHP 180 form does not apply. 

 

Documents Retained For Vehicles Sold Through The Lien Sale Process 

 

 Vehicles may be sold through the lien sale process when the registered owner 

does not retrieve the vehicle that has been towed.  Most of the lien sales originate from 

30-day impound tows where the registered owner does not have the money to pay 30 

days of storage fees along with the towing and other applicable fees. 

 

 As mentioned earlier in this Finding, in order to verify the accuracy of the fees 

paid to the City on lien sales, we selected a sample of lien sales from each tow  

company.  When we asked for the documentation that supports the lien sales selected  

for testing, we found that the tow companies had varying levels of documentation.   

Table VI shows what type of documentation each tow company is retaining on lien  

sales. 
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TABLE VI 
 

SUMMARY OF DOCUMENTATION RETAINED 
FOR LIEN SALES BY EACH TOW COMPANY 

 

Documentation Retained 
For Lien Sales 

Matos 
Towing

City 
Tow 

Century 
Tow 

Motor 
Body 

Courtesy 
Tow 

Delta 
Towing

Handwritten Log  X X  X  
Notice of Pending Lien Sale X X X X  X 
CHP Form 180  X X X  X 
Smog Compliance Condition of 
Lien Sale Form 

 
X 

     
X 

Odometer Disclosure Statement       X 
Invoice/Receipt  X X X  X 
Separate Wrecker’s Receipt   X   X 
 

 With regards to the documents listed in Table VI, the State of California only 

requires the processing of the Notice of Pending Lien Sale for liened vehicles and the 

Odometer Disclosure Statement is required only for vehicles that predate 1973. 

 
The Agreements do not specifically state what documents should be retained on 

lien sales.  However, the Agreements do state 

 
 Contractor shall keep . . . true and complete records and accounts of all gross 

annual receipts, and the basis on which such gross annual receipts are derived, 
from operations pursuant to the Agreement during each payment period.  The 
records and accounts required herein . . . shall be to the reasonable satisfaction 
of City’s Manager, Auditor, and Director of Finance. 

 
Contractor’s records and accounts shall include . . . papers, documents, and  
files as are required in the ordinary course of such business, or which 
demonstrate performance pursuant to the Agreement. 

 

 To ensure that the 30-day impound lien sale information contained in the 

quarterly remittances is accurate, and in order for the City to ensure that it is receiving  

all fees owed, the tow companies need to retain the CHP 180 form and an invoice  

and/or wrecker’s receipt.  The CHP Form 180 records all necessary vehicle  

information regarding the initial tow. The invoices should be designed to capture all of  
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the required vehicle information when it is sold, including the purchaser of the  

vehicle’s signature.  The CHP 180 Form and an invoice and/or wrecker’s receipt are 

critical because they are 1) used to track the vehicle as it enters and exits the tow 

company, 2) independent as a third party prepares or signs them, and 3) already used  

by some of the tow companies in the normal course of their lien sale operations. 

 

 We recommend that the tow companies immediately begin retaining the 

CHP 180 Form and preparing an invoice and/or wrecker’s receipt for all lien sale 

transactions. 

 

CONCLUSION 

 

 Based upon our audit of the compliance requirements contained in the  

Agreement, we noted some instances of noncompliance.  By implementing the 

recommendations in this report, both the City and the tow companies can ensure 

compliance with the terms set forth in the Agreements. 

 

RECOMMENDATIONS 
 

 We recommend that Code Enforcement: 

 

Recommendation #1: 

 

 Formally designate Metcom, Inc. as the Central Communication Center.   

(Priority 2) 
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 In addition, we recommend that the tow companies and Metcom: 

 

Recommendation #2: 

 

 Enter into a contract for the services provided and the associated cost for that 

service.  (Priority 2) 

 

 We also recommend that the tow companies: 

 

Recommendation #3: 

 

 Ensure that their drivers have been issued a City I.D. badge.  (Priority 2) 

 

 Furthermore, we recommend that the City Attorney’s Office: 

 

Recommendation #4: 

 

Prepare an amendment to the Agreements to require the tow companies to fax 

Code Enforcement when a complaint is filed and either fax or mail the resolution to the 

City.  (Priority 2) 

 

 In addition, we recommend that the tow companies: 

 

Recommendation #5: 

 

 Ensure that the postings in their main offices are in compliance with the 

requirements listed in the Agreement.  (Priority 3) 
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Recommendation #6: 

 

 Retain the monitoring tapes for two months as required in the Agreement.  

(Priority 3) 

 

Recommendation #7: 

 

 Revise the remittances submitted to the City to include all the information the 

Agreements require.  (Priority 2) 

 

 We also recommend that the Finance Department: 

 

Recommendation #8: 

 

 Collect from the tow companies the amounts of underpayment to the City from 

lien sales.  (Priority 2) 

 

Recommendation #9: 

 

Bill the tow companies for the amount of money the City did not receive from  

the miscalculation of the $15 tow fee and impound fees.  (Priority 2) 

 

 In addition, we recommend that Code Enforcement: 

 

Recommendation #10: 

 

Submit a directive to the tow truck companies instructing them to discontinue 

the practice of charging for labor when a tow is involved.  (Priority 1) 
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Recommendation #11: 

 

Meet with the tow companies to resolve the issue of past labor charges.   

(Priority 2) 

 

Recommendation #12: 

 

 Consider amending the current Agreements to allow the tow companies to  

charge for labor when a tow requires extraordinary services.  (Priority 2) 

 

Furthermore, we recommend that the SJPD: 

 

Recommendation #13: 

 

 Train officers on the Agreements’ requirement that the impounding officer has  

to authorize in writing on the CHP 180 form the tow companies charging the  

Hazardous Material and/or Immobilized Vehicle Premium fees.  (Priority 2) 

 

We also recommend that the City Attorney’s Office: 

 

Recommendation #14: 

 

 Amend the Agreements to clarify the requirements on the Hazardous Material 

and/or Immobilized Vehicle Premium fees when a CHP 180 form does not apply. 

(Priority 2) 
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 Finally, we recommend that the tow companies: 

 

Recommendation #15: 

 

 Immediately begin retaining the CHP 180 form and preparing an invoice and/or 

wrecker’s receipt for all lien sale transactions.  (Priority 2) 



- Page 36 - 

FINDING II 
 

THE CITY NEEDS TO IMPROVE ITS OVERSIGHT 
OF THE AGREEMENTS FOR TOW SERVICES 

 

 During our review of the Agreements For Tow Services (Agreements) between 

the City of San Jose (City) and the six City authorized tow companies, we noted that 

the City’s Agreements oversight needs improvement.  Specifically, we noted that: 

 

- The administration of the Agreements is not clearly developed or 

documented; 

- The number of tows the tow companies reported did not agree with the 

number of dispatched tows the communication center, Metcom, Inc. 

(Metcom) reported; and 

- San Jose Police Department (SJPD) and the Code Enforcement Division 

of Planning, Building and Code Enforcement (Code Enforcement) issued 

tow fee refunds for which the Agreements make no provision and for 

which no procedures are in place. 

 

Therefore, Code Enforcement needs to develop and document the procedures 

necessary to monitor the Agreements.  In addition, Code Enforcement needs to ensure 

that the number of tows the tow companies and Metcom report are in agreement.  

Furthermore, the City Attorney’s Office needs to amend the Agreements to address the 

issue of refunding tow fees.  Finally, the SJPD and Code Enforcement need to develop 

written procedures that address the refunding of tow fees.  By so doing, the City will 

improve the administration of the Agreements, ensure that the City is paid for the 

appropriate amount of tows, and ensure that tow fee refunds are authorized and 

appropriate. 
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The Administration Of The Agreements 
Is Not Clearly Developed Or Documented 

 

 Code Enforcement is responsible for the administration of the Agreements.  

However, the SJPD, the Streets and Traffic Department, along with Code Enforcement 

can request tow services.  The SJPD requests the majority of tows.  The following is a  

list of areas contained in the Agreements that the City needs to monitor: 

 

- Services to be Provided 
- Hours of Operation, Response Time, and Failure to Respond 
- Standards of Service 
- Required Equipment 
- Towing and Storage Charges 
- Storage Facilities 
- Vehicle Releases 
- Fees 
- Contract Payments 
- Security Deposit 

 

Each one of the areas listed above contains multiple requirements, as shown in 

Appendix C of this report. 

 

During the performance of our testwork, we noted that Code Enforcement staff 

conducts monthly visits, monthly calls, and periodic drive-throughs of each tow 

company’s lots.  In addition, Vehicle Abatement officers in the field interact with the  

tow company drivers frequently on abatement tows.  Finally, Code Enforcement staff 

meet weekly to discuss what they have observed during their visits, calls, and drive-

throughs in relation to the Agreements’ requirements.  While some contract monitoring  

is being conducted, these procedures are informal, are not documented, and do not 

address all the areas in the Agreements that need to be monitored. 

 

 According to the book Effective Contract Administration – The Complete 

Handbook and Guide, “One of the most important duties in contract administration 

involves contract monitoring.”  Contract monitoring “ . . . is accomplished through a  
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system of contract controls . . . .  Properly designed, the system ensures compliance  

with company policies, . . . and adequacy of records documentation.” 

 

 Under the current system Code Enforcement has in place, they are unable to 

provide adequate assurance that adherence with the terms of the Agreements is  

occurring.  Therefore, if Code Enforcement had a complete and well-documented set of 

procedures for monitoring tow company services many of the instances of 

noncompliance noted in Finding I of this report would not exist. 

 

 It should be noted that Code Enforcement has informed us that they agree with 

our observations, and have begun to prepare and document a formal inspection process  

to ensure that the tow companies are in compliance with the terms of the Agreements. 

 

 We recommend that Code Enforcement develop and document procedures 

for monitoring tow company compliance with the terms of the Agreements. 

 

Reconciliation Of Tows Reported By Metcom And Companies 

 

 Metcom is the communication center that receives City requested tows.   

Metcom dispatches and tracks City requested tows.  As part of our audit, we compared 

the number of tows each tow company reported on their payment remittances to the  

City to the number of tows that Metcom dispatched and billed each tow company.   

Table VII shows a comparison of this information for the period of April 1, 1996 to 

March 31, 1997. 
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TABLE VII 

 
COMPARISON OF NUMBER OF TOWS REPORTED BY EACH TOW 

COMPANY AND METCOM FROM APRIL 1, 1996 TO MARCH 31, 1997 
 

 
 

Tow 
Company 

Number Of Tows 
Reported By 

Tow Companies 

 
 

Metcom Call 
Count 

 
Difference 

Over 
(Under) 

Matos Towing  3,134  3,223      (89) 
City Tow  5,958  4,840 1,118 
Century Tow  3,758  3,475    283 
Motor Body  3,745  3,521    224 
Courtesy Tow  2,289  1,928    361 
Delta Towing  5,071  5,024      47 

Total 23,955 22,011 1,944 
 

 As noted in Table VII, we noted a difference of 1,944 tows between what the  

tow companies reported to the City and what Metcom dispatched and billed the tow 

companies.  The reconciliation of these numbers is important from the standpoint that  

the City receives $15 for each tow reported and the comparison of these two  

independent sources of information is a control that should ensure that the City is paid 

appropriately.6 

 We discussed the differences shown in Table VII with the tow companies and 

Metcom in order to determine why the differences occurred.  Based on these  

discussions, it appears that most of the difference noted is due to sweeps.  A sweep is 

when the City requests that multiple cars be towed away from a specific location.  For 

example, the City requests a tow truck to be dispatched at a certain location, Metcom 

dispatches the appropriate tow company to the location.  When the tow truck arrives, 

more than one car is going to be towed.  In this situation, Metcom tracks, reports, and 

charges the tow company for one dispatched tow.  However, the tow company reports 

and pays the City on the total number of cars they have towed.  Based on this 

information, it appears that the tow companies reported the appropriate number of  

                                                           
6  See page 12 of this report for a summary of the $15 fee received from April 1, 1996 to December 31, 1997. 
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tows.  However, Code Enforcement should perform monthly reconciliations of these  

two information sources. 

 

As noted at page 15 of this report, one of the tow companies (Century Tow) has 

entered into a contract with Metcom for dispatching services.  That contract states  

“ . . . if services are rendered with respect to more than one vehicle as the result of a 

single notification, the rendering of services with respect to each vehicle shall constitute 

a separate tow for such purposes.”  However, this does not appear to be occurring.  

Table VII shows that Century Tow reported 283 more tows than Metcom dispatched.   

As such, if any of these 283 tows occurred in a sweep, they should have appeared in 

Metcom’s call count. 

 

 We recommend that Code Enforcement request the tow companies to  

submit copies of their Metcom bill with their monthly reports. 

 
 

 We also recommend that Code Enforcement perform monthly  

reconciliations of tow company and Metcom reported number of tows. 

 

Tow Fee Reimbursements/Refunds 

 

 California Vehicle Code (CVC) section 22852 provides the registered and legal 

owners of a towed vehicle the opportunity for a post-storage hearing to determine the 

validity of the tow and storage of their vehicle.  Specifically, CVC section 22852 states 

 

 A notice of the storage shall be mailed or personally delivered to the registered 
and legal owners within 48 hours, . . . 

 
 The poststorage hearing shall be conducted within 48 hours of the request, . . . .  

The public agency may authorize its own officer or employee to conduct the  
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hearing if the hearing officer is not the same person who directed the storage of 
the vehicle. 

 
 The agency employing the person who directed the storage shall be responsible 

for the costs incurred for towing and storage if it is determined in the  
poststorage hearing that reasonable grounds for the storage are not established. 

 

The SJPD Auto Desk (Auto Desk) and Code Enforcement are the two units in  

the City which conduct tow hearings and process tow fee reimbursements or refunds.  

Based on discussions with Code Enforcement, they only process approximately six to 

eight tow fee reimbursements or refunds per year.  Code Enforcement has informal, 

handwritten procedures to address the tow fee reimbursements or refunds.  With  

regards to the Auto Desk, from January 1, 1996 to December 31, 1997, they  

reimbursed tow companies or refunded other parties for 239 tows for a total of  

$39,632.  Table VIII shows the breakdown of the recipients of the Auto Desk 

reimbursements or refunds from January 1, 1996 to December 31, 1997. 

 

TABLE VIII 

 
BREAKDOWN OF THE AUTO DESK TOW  
REIMBURSEMENTS OR REFUNDS MADE 

FROM JANUARY 1, 1996 TO DECEMBER 31, 1997, 
BY RECIPIENT 

 
Recipient Of Tow 

Refund 
Percentage Of 
Total Refunds 

Amount Of 
Total Refunds 

Tow Companies  90% $35,617 
Registered Owner    5%    1,872 
Other Companies    4%    1,915 
Unknown    1%       228 

Total 100% $39,632 
 

Table VIII shows that 90 percent of the $39,632 were tow fee reimbursements 

made directly to the tow companies. The Agreements do not contain any provisions 

relating to these payments.  The Agreements should contain a provision that specifies  
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the duties and responsibilities of the City and the tow companies with regards to tow  

and storage fee reimbursements. 

 

 We recommend that the City Attorney’s Office prepare an amendment to  

the Agreements addressing the issue of tow fee reimbursements or refunds. 

 

 Upon further review of the $39,632 noted above, we were able to determine the 

reasons for a majority of the payments.  Table IX shows the reasons tow fee 

reimbursements and refunds were made. 

 

TABLE IX 
 

SUMMARY OF THE REASONS THE REFUNDS WERE MADE 
 

 
Reason For 
Tow Refund 

 
Total Number Of 

Refunds 

 
Total Amount 

Of Refunds 

Percentage Of 
Total Number 

Of Refunds 
Bad Tow or 
Administrative 
Error 

 
 

144 

 
 

$24,011 

 
 

60% 
Victim’s 
Vehicle 

 
  27 

 
    4,229 

 
11 

Community 
Relations 

 
   5 

 
       740 

 
2 

Support 
Services 

 
   5 

 
       323 

 
2 

Unknown   58   10,329 25 
Total 239 $39,632 100% 

 

 Table IX shows that 144, or 60 percent of the $39,632 were for Bad Tows and 

Administrative Errors.  Bad Tows are incidents where the SJPD Tow Hearing Officer 

decides the tow was made in error and therefore agrees that the City should cover the 

costs of the tow and storage (CVC Section 22852).  Administrative Errors are usually 

situations where the Auto Desk did not notify an owner in a timely manner that his or  
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her vehicle is available for release.  The other reasons noted for tow fee  

reimbursements or refunds are that the vehicles belong to the victims of crimes, the 

refund is considered to be in the interest of good community relations, and to cover  

costs of tow company support services such as assisting the SJPD in opening a locked 

vehicle. We were unable to determine the reason for twenty five percent of tow fee 

reimbursements or refunds.   We could not make such a determination because:   

1) some of the summary sheets the Auto Desk provided did not list the reason for the 

tow fee reimbursement or refund or 2) the source documents used to prepare the 

summary sheet, were not retained. 
 

When we inquired about the procedures in place that address the authorization 

and process by which tow fee reimbursements or refunds are handled, we were  

informed that there are no policies or procedures in place.  Subsequently, the Auto  

Desk provided us with a one-page document, dated March 25, 1998, that they state are 

procedures for tow fee reimbursements or refunds.  These procedures need to be 

expanded and formalized to ensure that all the necessary information is documented, 

authorized, processed, and retained.  By developing procedures that address the 

authorization and processing of tow fee reimbursements or refunds, the SJPD would be 

able to better monitor such payments with an eye toward ensuring that tow fee 

reimbursements or refunds are kept to a minimum. 

 

 We also recommend that Code Enforcement formally document the  

informal procedures for tow fee reimbursements or refunds. 

 

 Finally, we recommend that the SJPD expand and formally document the 

written procedures and provide training for authorizing and processing tow fee 

reimbursements or refunds. 
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CONCLUSION 
 

 During our review of the Agreements, we noted that: 1) the administration of the 

Agreements is not adequately developed and documented, 2) the number of tows the  

tow companies and Metcom reported do not reconcile, and 3) Code Enforcement and  

the SJPD are reimbursing tow companies and refunding tow fees, a practice for which  

the Agreements are silent and no written procedures exist.  By implementing the 

recommendations in this report, the City will improve its general oversight of the 

Agreements. 

 

RECOMMENDATIONS 
 

 We recommend that Code Enforcement: 

 

Recommendation #16: 

 

 Develop and document procedures for monitoring tow company compliance  

with the terms of the Agreements.  (Priority 2) 

 

Recommendation #17: 

 

 Request the tow companies to submit copies of their Metcom bill with their 

monthly reports.  (Priority 2) 

 

Recommendation #18: 

 

 Perform monthly reconciliations of tow company and Metcom reported number  

of tows.  (Priority 2) 
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 We also recommend that the City Attorney’s Office: 

 

Recommendation #19: 

 

 Prepare an amendment to the Agreements addressing the issue of tow fee 

reimbursements or refunds.  (Priority 2) 

 

 In addition, we recommend that Code Enforcement: 

 

Recommendation #20: 

 

 Formally document the informal procedures for tow fee reimbursements or 

refunds.  (Priority 2) 

 

 Finally, we recommend that the SJPD: 

 

Recommendation #21: 

 

 Expand and formally document the written procedures and provide training for 

authorizing and processing tow fee reimbursements or refunds.  (Priority 2) 



- Page 46 - 

FINDING III 
 

THE SAN JOSE POLICE DEPARTMENT NEEDS 
TO DEVELOP PROCEDURES TO IMPLEMENT THE 

STATE LAW THAT ALLOWS VEHICLES TO BE 
TOWED UNDER FORFEITURE GUIDELINES 

 

 On January 1, 1995, a new state law went into effect, which states that a driver 

forfeits the vehicle being driven if certain criteria are met.  Our review revealed that the 

San Jose Police Department (SJPD) has not authorized any forfeiture tows.   

Further, the SJPD has not prepared procedures or trained staff on the requirements that 

need to be met to tow a vehicle as a forfeiture.  However, we noted that the agreements 

for tow services (Agreements) between the tow companies and the City of San Jose 

(City) contains a section that defines how the consideration the City would receive on a 

forfeiture tow would be calculated.  We also contacted three jurisdictions performing 

forfeiture tows and obtained information on  1) their procedures, 2) how long they have 

been conducting forfeiture tows, and 3) how much money they have received from the 

forfeiture process.  Finally, in California Vehicle Code section 14607.4, the State 

Legislature found that “Seizing the vehicles used by unlicensed drivers serves a 

significant governmental and public interest, namely the protection of the health, safety, 

and welfare of Californians from the harm of unlicensed drivers, who are involved in a 

disproportionate number of traffic incidents, and the avoidance of the associated 

destruction and damage to lives and property.”  In our opinion, the SJPD should  

conduct a feasibility study on forfeiture tows and report back to the Finance Committee 

of the City Council by October 1, 1998. 

 

California Vehicle Code Section 14607.6 

 

 On January 1, 1995, a new state law went into effect, which states that a driver 

forfeits the vehicle being driven if certain criteria are met.  The California Vehicle  

Code (CVC) section that addresses carrying out forfeitures is 14607.6.  This CVC  

section states that a driver forfeits the vehicle being driven if they are unlicensed, or  
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driving on a suspended, or revoked license and has at least one prior conviction for one  

of those violations, and is the registered owner of the vehicle.  Appendix D lists the 

actions that can result in the suspension or revocation of a driver’s license as listed in the 

Department of Motor Vehicles California Driver Handbook.  The following are the 

requirements of CVC section 14607.6 that must be met prior to selling a vehicle: 

 

(2)  The impounding agency, within two days of impoundment, shall send a  
notice by certified mail, return receipt requested, to all legal and registered 
owners of the vehicle, at the addresses obtained from the department, informing 
them that the vehicle is subject to forfeiture and will be sold or otherwise  
disposed of pursuant to this section.  The notice shall also include instructions  
for filing a claim with the district attorney, and the time limits for filing a claim.  
The notice shall also inform any legal owner of its right to conduct the sale 
pursuant to subdivision (g).  If a registered owner was personally served at the 
time of impoundment with a notice containing all the information required to be 
provided by this paragraph, no further notice is required to be sent to a  
registered owner.  However, a notice shall still be sent to the legal owners of the 
vehicle, if any. 
 
(3)  If no claims are filed and served within 15 days after the mailing of the  
notice in paragraph (2), or if no claims are filed and served within five days of 
personal service of the notice specified in paragraph (2), when no other mailed 
notice is required pursuant to paragraph (2), the district attorney shall prepare  
a written declaration of forfeiture of the vehicle to the state.  A written 
declaration of forfeiture signed by the district attorney under this subdivision 
shall be deemed to provide good and sufficient title to the forfeited vehicle.  A 
copy of the declaration shall be provided on request to any person informed of  
the pending forfeiture pursuant to paragraph (2). 
 
(4)  If a claim is timely filed and served, then the district attorney shall file a 
petition of forfeiture with the appropriate justice, juvenile, or municipal court 
within 10 days of the receipt of the claim.  The district attorney shall establish  
an expedited hearing date in accordance with instructions from the court, and  
the court shall hear the matter without delay.  The court filing fee, not to exceed 
fifty dollars ($50), shall be paid by the claimant, but shall be reimbursed by the 
impounding agency if the claimant prevails.  To the extent practicable, the civil 
and criminal cases shall be heard at the same time in an expedited, consolidated 
proceeding. 
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Once it is established that a vehicle has been forfeited, the vehicle shall be sold  

at a public auction within sixty days of receiving title to the vehicle.  The proceeds of  

the vehicle shall be distributed in the following priority: 

 

(1)  To satisfy the towing and storage costs following impoundment, the costs of 
providing notice pursuant to subdivision (e), the costs of sale, and the unfunded 
costs of judicial proceedings, if any. 
 

 (2)  To the legal owner in an amount to satisfy the indebtedness owed to the  
legal owner remaining as of the date of sale, including accrued interest or  
finance charges and delinquency charges, providing that the principal 
indebtedness was incurred prior to the date of impoundment. 
 
(3)  To the holder of any subordinate lien or encumbrance on the vehicle, other 
than a registered or legal owner, to satisfy any indebtedness so secured if  
written notification of demand is received before distribution of the proceeds is 
completed.  The holder of a subordinate lien or encumbrance, if requested, shall 
furnish reasonable proof of its interest and, unless it does so upon request, is  
not entitled to distribution pursuant to this paragraph. 
 
(4)  To any other person, other than a registered or legal owner, who can 
reasonably establish an interest in the vehicle, including a community property 
interest, to the extent of his or her provable interest, if written notification is 
received before distribution of the proceeds is completed. 
 
(5)  Of the remaining proceeds, funds shall be made available to pay any local 
agency and court costs, that are reasonably related to the implementation of this 
section, that remain unsatisfied. 
 
(6)  Of the remaining proceeds, half shall be transferred to the Controller for 
deposit in the Vehicle Inspection and Repair Fund for the high-polluter repair 
assistance and removal program created by Article 9 (commencing with Section 
44090) of Chapter 5 of Part 5 of Division 26 of the Health and Safety Code, and 
half shall be transferred to the general fund of the city or county of the 
impounding agency, or the city or county where the impoundment occurred.  A 
portion of the local funds may be used to establish a reward fund for persons 
coming forward with information leading to the arrest and conviction of hit and 
run drivers and to publicize the availability of the reward fund. 
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SJPD Has Not Implemented State Law On Forfeiture Tows 

 

 During the conduct of our testwork we inquired about whether the SJPD has 

conducted any forfeiture tows.  The response we received was that to date, the SJPD  

has not authorized any forfeiture tows.  In addition, our review found that the SJPD has 

not prepared any written procedures or trained any sworn or non-sworn staff that would 

be involved in processing forfeiture tows.  It should be noted that the tow companies 

could be responsible for most if not all of the forfeiture requirements listed in the CVC 

code as they are currently responsible for the CVC requirements on 30-day impound 

tows.  In fact, the Agreements contain a section that defines the consideration the City 

would receive on a forfeiture tow.  Specifically, the Agreements state 

 

 Mandatory forfeiture tow (Vehicle Code SS 14607.6): a fee calculated  
as follows: a minimum of $15.00, plus $12.50 per day for each day storage fees  
are collected after the fourth day of storage until the vehicle is reclaimed or  
sold, plus whatever additional amounts which are due and owing to City  
pursuant to Vehicle Code SS 14607.6. 

 
 
Other Jurisdictions’ Forfeiture Programs 

 

We also contacted various jurisdictions conducting forfeitures and obtained the 

following information about their programs. 

 

City Of Santa Barbara 
 

 The City of Santa Barbara started their forfeiture program on January 1, 1995.  

The following are excerpts of their procedures: 

 

a. If the driver is the Registered Owner of the towed vehicle, and to 
determine if a vehicle is to be forfeited there must be a prior  
12500/14601 CVC misdemeanor conviction on the driver’s DDL  
printout.  You must telephone the court where the conviction occurred.   
If the conviction is a misdemeanor, you must request the court  
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documentation that establishes the conviction as a misdemeanor and for 
court purposes, you must have the documents stamped with the courts 
official seal. 

 
b. A Notice of Impoundment Letter . . . will be marked immediate forfeiture 

and must be sent within 48 hrs. of the tow (business days), to the 
registered owner and the legal owner. 

 
d. The Forfeiture Log . . . is filled out by using the reference number on the 

180 and the claim due date is marked, (claim due date is 15 days from  
the mailing date). 

 
e. After the 15 day waiting period a vehicle forfeiture request is prepared. 

…A copy of the entire file is made (and must include the court  
conviction and any claims against the vehicle) and the entire copy of the 
original file is sent over to the DA for forfeiture. 

 
f. If there are no claims a Declaration of forfeiture will be prepared by the 

DA and returned.  If there are claims against the vehicle opposing the 
forfeiture a petition with the court must be filed by the DA and a $50  
court fee paid by the claimant. 

 
g. Once the forfeiture is completed the DA returns a copy of the forfeiture  

of the vehicle.  The Forfeiture log . . . must be marked with the 
declaration date . . . and forfeiture approval date. 

 
h. While at the tow yard the vehicles value must be confirmed, if the vehicle 

is valued at less than $300 the tow companies will be allowed to junk the 
vehicle, all other vehicles with a value over $300 will be sold at auction. 

 

 From January 1995 through February 1998, the City of Santa Barbara has  

seized almost 300 cars and collected approximately $60,000 from the implementation of 

forfeiture law. 

 

City Of Pleasant Hill 
 

The City of Pleasant Hill started their forfeiture program on March 1, 1995.   

The following are the general procedures utilized by the City of Pleasant Hill 
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1) PD stops a driver and determines that s/he has a suspended or revoked 
license, has had a previous conviction for either violation, and is the 
registered owner of the vehicle. 

2) Driver is arrested, vehicle is towed and impounded for 30 days. 

3) Arresting officer gives driver a “Claim Opposing Forfeiture of Vehicle” 
form to be filed with the county district attorney’s office within five days.  
If no claim is filed, the vehicle is forfeited automatically after 30 days. 

4) The PD will send a notice and “Claim Opposing Forfeiture of Vehicle” 
form to any other registered or legal owner of the vehicle within 48  
hours.  Those owner(s) must file their claims with the county district 
attorney within 15 days of the date the notice was mailed. 

5) If there are timely claims filed, the district attorney schedules a court 
hearing and notifies all claimants.  Each claim must be accompanied by  
a $50 court filing fee, which is refunded if the court rules in favor of the 
claimant. 

(a) If the court rules that there should not be a forfeiture, the driver pays 
the towing and storage fees and gets the car and the $50 court filing 
fee back. 

(b) If the court rules that there should be a forfeiture, the driver loses  
his vehicle and the court filing fee.  However, there may be other  
valid claims on the proceeds from the sale of the vehicle. 

6) (a)  If there was a court hearing, the district attorney notifies PD of the 
court’s decision and forwards copies of all timely claims found to be 
valid by the court, if any. 

(b)  If there were no claims filed in a timely manner (an uncontested 
forfeiture), then there will not be a court hearing.  The district  
attorney will notify PD after the claim-filing deadlines are passed  
(the 30-day impound period doesn’t apply) that the vehicle is 
automatically forfeited. 

 

 The City of Pleasant Hill has received approximately $15,000 for the General 

Fund from the forfeiture process over approximately a two-year period. 

 

City Of Concord 
 

 The City of Concord Police Department (CPD) has a training bulletin that  

outlines the procedures to be utilized if the officer feels that the vehicle is subject to 

forfeiture 
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A. Obtain a print-out of the driver’s license and registration. 
B. The officer will impound the vehicle for 14602.6 and 14607.6 VC. 
C. The officer shall complete a detailed report including the probable cause 

for the stop. 
D. The report and print-out are to be faxed to the District Attorneys Vehicle 

Forfeiture Division . . . by the arresting officer. 
 
The District Attorneys Office will review the material and determine that enough 
information is included to start forfeiture proceedings. 
 
The Traffic Sergeant or his designee will notify the D.A.’s Office if the  
registered owner or the legal owner requests a 10-day hearing under 22852 or 
14607.6(n) VC. 
 
The District Attorneys Office will make the notifications required under this 
section. 
 
If the vehicle is ordered so forfeited by the court or there is no claim opposing 
forfeiture, the sale of the vehicle will be handled by the impounding agency in 
accordance with this section. 
 

 The City of Concord has received $14,000 for the General Fund from the 

forfeiture process over a three-year period. 

 

Public Safety 
 
 California Vehicle Code (CVC) section 14607.4 emphasizes the need for being 

able to impose the forfeiture of a vehicle and states the following 

 
The Legislature finds and declares all of the following: 
 
(a) Driving a motor vehicle on the public streets and highways is a privilege, not 

a right. 

(b) Of all the drivers involved in fatal accidents, more than 20 percent are not 
licensed to drive.  A driver with a suspended licensed is four times as likely to 
be involved in a fatal accident as a properly licensed driver. 

(c) At any given time, it is estimated by the Department of Motor Vehicles that of 
some 20 million driver’s licenses issued to Californians, 720,000 are suspended  
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or revoked.  Furthermore, 1,000,000 persons are estimated to be driving 
without ever having been licensed at all. 

(d) Over 4,000 persons are killed in traffic accidents in California annually, and 
another 330,000 persons suffer injuries. 

(e) Californians who comply with the law are frequently victims of traffic 
accidents caused by unlicensed drivers.  These innocent victims suffer 
considerable pain and property loss at the hands of people who flaunt the law.  
The Department of Motor Vehicles estimates that 75 percent of all drivers 
whose driving privilege has been withdrawn continue to drive regardless of the 
law. 

(f) It is necessary and appropriate to take additional steps to prevent unlicensed 
drivers from driving, including the civil forfeiture of vehicles used by 
unlicensed drivers.  The state has a critical interest in enforcing its traffic laws 
and in keeping unlicensed drivers from illegally driving.  Seizing the vehicles 
used by unlicensed drivers serves a significant governmental and public 
interest, namely the protection of the health, safety, and welfare of 
Californians from the harm of unlicensed drivers, who are involved in a 
disproportionate number of traffic incidents, and the avoidance of the 
associated destruction and damage to lives and property.  [Emphasis added] 

(g) The Safe Streets Act of 1994 is consistent with the due process requirements 
of the United States Constitution and the holding of the Supreme Court of the 
United States in Calero-Toledo v. Pearson Yacht Leasing Co., . . . . 

 

 The intent of this CVC section is to protect citizens from those individuals who 

are not qualified or not capable of safely operating a vehicle on California streets and 

highways.  By actively enforcing the provisions of CVC 14607.4, the SJPD will  

enhance public safety. 

 

 We recommend that the SJPD conduct a feasibility study on forfeiture tows 

and report back their findings to the Finance Committee of the City Council by 

October 1, 1998. 
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CONCLUSION 

 

 On January 1, 1995, a new state law went into effect which states that a driver 

forfeits the vehicle being driven if certain criteria are met.  To date, the SJPD has not 

conducted any forfeiture tows.  Other jurisdictions have implemented forfeiture  

programs and have obtained favorable results.  Therefore, the SJPD should conduct a 

feasibility study on forfeiture tows and report back to the Finance Committee of the  

City Council by October 1, 1998. 

 

RECOMMENDATION 

 

 We recommend that the SJPD: 
 

Recommendation #22: 

 

 Conduct a feasibility study on forfeiture tows and report back their findings to the 

Finance Committee of the City Council by October 1, 1998.  (Priority 2) 
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Mr. Gerald Silva
San Jose City Auditor
800 North First Street
San Jose, Ca. 95112

Dear Mr. Silva:

6110/98

Thankyoufor the opportunity to respond.to the results of the audit prepared by your
office onthe City ofSan Jose. Tow Contract.

As youknow, City Tow tows the largest percentage ofvehicles for any single zone in San
Jose. We understand ourobligations to perform a sometimes difficult taskfor the City
with the least amount of trouble for the residents of San Jose who may end up having their
vehicles towed.

We were extremely gratified with the overallresults oftheaudit. We recognize and accept
the minor discrepancies identified in the audit for City Tow and we will forward payment
to the City for the identified difference owedto the city when so directed by Code
Enforcement.

There are some specific issues we wish to address with this letter:

1. Charges made for extraordinary labor services.

As We have already discussed with your staff and staff of Code Enforcement, it is our
beliefthat the City of San Jose allowed tow operators to collectfor extraordinary services
as referencedin the San Jose municipal Code section 6.66.290. However, without notice
to the operatorsor discussion as to the consequences, that provision was droppedfrom
the. code we believe when the tow fees were moved from Municipal Code and
incorporated into the tow contract.

We do not dispute that the current contract does not permit us to impose these charges.
We will work with Code Enforcement to determine what if anything should be done with
any fees that were collected in this wayalthoughin.our case they are minor-However; we
do.believe and were encouraged by staffs. suggestion that we reconvene to discuss these
charges as part ofa larger discussionto make various possible changes in the contract.

JUN 12 1998
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2. Requirement to accept checks from customers.

The City of San Jose audit pointed out that City Tow was not fully complying with the
contract requirement that we accept checks for payment. As a clarification, City Towing
does accept checks for payment .. However, we verify funds with the batik prior to
accepting a check and do not accept payment if the bank does not verify the funds.

As an aside,the Police Departments own Auto Desk will not accept checks for payment
on the release form fee.

We would respectfully request that this issue be one of the items on the agenda for a
future meeting with Code Enforcement to possibly modify the contract for the future.

Again, thank you for the thorough workofyour staff They are a credit to you and the
City of San Jose.
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JUN 17

MY. Gerald Silva,
San Jose City Auditor
800 North First St.
San Jose, CA. 95110

Dear Mr. Silva:

Century Tow
90 Pullman Way

San Jose CA. 95116
(408) 226-4042

June 17, 1998

We appreciate the opportunity to comment on the audit preformed by your office on the City of
San Jose Tow Operations.

Century Tow takes our responsibility as the City's representative very seriously.

Overall, we were very pleased with the results of the audit. For such a complex contract
implemented by five different operators in six different zones, the discrepancies seemed to be
minimal.

Century Tow would like to address several areas specifically in regards to to audit of our
operations.

• The charges made for extraordinary labor services at accidents or other complicated tow

sites.

Century Tow is now aware that the current contract does not provide us with the ability to
make these charges. However, we agree with the other contractors that the removal of this fee
was not fully discussed or explained to us during our discussions on the contract.

• Additional fees owed on Lien Sales.

Century Tow regrets the discrepancy on the fees owed to the City of San Jose for Lien Sales. We
have prepared a check in the amount listed of $3,010 payable to the City 0 San Jose, and have
been told to wait further instructions for payment procedures.

We have determined that a programmmg error in our computer caused the miscalculation. We
have purchased a new software system and the error has been corrected.
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• Closed Circuit TV Requirements

Century Tow was cited for allegedly failing to maintain closed circuit TV tapes for the mintmum
of two months (page 20). Wf; are unsure where the error in information was received but we are
in compliance with the audit requirements and maintain the tapes for two months.

• . Required Information on Tows

Century Tow was cited for failure to include the model of the vehicle towed as part of our overall
requirement to maintain accurate information on cars towed. The model information is listed in
our log book and on our storage sheets. There may have been a few instances where the model
was not recorded in the computer and thus not transmitted to the City.

We have undertaken our own internal review to improve our reporting system so that we can
provide to the City complete and accurate data on the cars towed for the City as required in the
contract.

Again, thank you for the thorough work of your staff and the opportunity to respond to the
audit. .

We look forward to working with Code Enforcement on improving the contract, our compliance
and overall a system that the City of San -Jose can count on and with which it can feel secure,

Sincerely,

Nemo A. Ganoza
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Mr. Gerald A. Silva
City Auditor
City of San Jose
800 North First Street
San Jose, CA 95110

Dear Mr. Silva:

MOTOR BODY COMPANY INC.
940 LONDS STREET
SAN JOSE, CA 95126

408-993-9555

JUN 10

CffYAUDH'OR

Thank you for both your thorough audit and the invitation to address its findings.

I appreciated the thoroughness and professionalism of your staff in conducting the
audit. I support each of the recommendations made by your staff and look forward to the
discussions with the City of San Jose on how the recommendations will be addressed
specifically.

In anticipation of that process I would like to briefly reiterate some issues I raised
at the exit meeting you convened recently:

--Charges made for extraordinary services.

As I noted in my letter of May 19th to you (copy enclosed), San Jose Municipal
Code 6.66.290 had for many years provided tow contractors the right to charge for
extraordinary services. It is still a provision in the tow contracts of a number of
neighboring communities according to a review of tow contracts prepared by City of San
Jose staff.

When tow fees were removed from the Municipal Code and incorporated in the
tow contract, no attention was brought to this matter in any meetings with, or
correspondence from, city staff. It is only as a result of your audit that Motor Body has
learned that it no longer has the specific authorization to collect this fee.

In that regard, I would like to correct a misimpression in the audit. The audit
suggests on page 28 that the tow fee was raised by $4.00 to $85.00 "to compensate the
tow companies for every type of tow, including extraordinary tows". In fact, the
extraordinary service fee was eliminated implicitly and without discussion that I can
recall in the "First Amendment to Operating Agrement for Tow Services Between the
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City of San Jose and (Individual Contractors) on March 28,1995. The tow fee was not
raised until one year later on March 29,1996 by City Council Resolution #66406.
In short, I do not believe it is correct to suggest that any conscious links were made
between elimination of the extraordinary service charges and the current tow fee.

In any event, I regret continuing to collect a long-standing fee without explicit
authorization and look forward to clarification of this matter for the future as outline in
Recommendations #10, #11, and #12.

--Development of a standard deduction for lien sale vehicles towed under
California Vehicle Code Section 14602.

As I noted in my letter of May 19th to Ms. Wendy Walker of your staff (copy
enclosed), it would be of great value if a standard deduction could be developed for lien
sale vehicles. In reviewing our records with your staff, I have determined that Motor
Body appears to have both taken deductions that your auditors would disallow and not
taken deductions that would be allowed.

While our interpretations weremade in good faith, it is clear to me that all
concerned would be better-served by developing a standard deduction on lien sale costs
that relieves tow contractors of the need to interpret the contract provisions on this
matter. A standard deduction of costs for lien sale vehicles towed under California
Vehicle Code Section 14602 would also create a clearer path for any future audits.

I am hoping you will initiate the development of a standard deduction of costs for
lien sale vehicles towed under California Vehicle Code Section 14602.

In closing, I was reassured to find that the audit identified very narrow
miscalculations on fees. I look forward to the development of policies that help eliminate
the possibility of miscalculations in the future; particularly in the area of extraordinary
services and lien sale costs.

Sincerely,

en~
President
Motor Body Company, Inc
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MOTOR BODY COMPANY INC.
940 LaNDS STREET
SAN JOSE, CA 95126

408-993-9555

May 19th 1998

Mr. Gerald A. Silva
City Auditor
City of San Jose
800 North First Street
San Jose, Ca 95110

Dear Mr. Silva:

I appreciated the opportunity to participate in the exit meeting on the audit of the San
Jose Zone Towing Contracts.

As you know, there was both considerable discussion and confusion about the issue of
charging for extraordinary services. After the exit meeting, I reviewed my files and I believe I
can help clarify this issue.

For many years, the rates for both City Zone Tow Contractors and all other tow operators
in the City of San Jose were established under 6.66.290 of the San Jose Municipal Code. More
recently, the rates for City Zone Tow Contractors were set in the zone tow contracts. In short,
City Zone Tow Contractors were explicity granted the right to charge for extraordinary services
for many years, but not by the tow contract.

The oldest document in my files that addresses this matter is Resolution No. 59128
(Adopted on May 13, 1986). As you can see from Attachment 1, the resolution outlines the right
on page 4 to charge for extraordinary services.

Resolution No. 59128 superceded by Resolution No. 62080. Although I have been
unable to locate a copy of Resolution No. 62080, I believe you will find that it also specified the
right to charge for extraordinary services.

Resolution No. 62080 was superceded by Resolution No. 62753 (Adopted on February
19, 1991). Provided as Attachment 2, page 4 of the resolution again specifically provides the
right to charge for extraordinary services.

It is useful to look at the zone tow contract for the same period. As you can see from
Attachment 3, the zone tow contract dated February 19, 1991 provides no discussion of rates.
The only guidance on rates, then, is from Section 6.66.290 of the San Jose Municipal Code.

Resolution No. 62753 was superceded by Resolution No. 63474 (Adopted on January 28,
1992). As you can see from Attachment 4, the resolution provides for a charge for extraordinary
services on page 4.
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Resolution No. 63474 was superceded by Resolution No. 64386 (Adopted on February
16, 1993). Once again, the resolution (Attachment 5) provided for the right to charge for
extraordinary services on page 4.

Resolution No. 64386 was superceded by Resolution No. 65115 (Adopted on February
22, 1994). The resolution (Attachment 6) reiterates the right to charge for extraordinary services
on page 4.

In summary, year by year until 1995 the City employed the San Jose Municipal Code to
explicitly provide all tow operators (and,by extension, zone tow operators) the right to charge for
extraordinary services. The zone tow contracts were silent on the issue of rates except in the
provision that contractors must obey local ordinances.

This point is reinforced in Attachment 7, a letter from Mr. Robert Cushing, which states:

"The City considers your contract to require your company to continue to apply the same
rates on City generated tows that have been in effect for the past year."

Obviously, this statement addresses all provisions of Section 6.66.290, including the
provision to charge for extraordinary services.

The right to charge for extraordinary services appears to have been eliminated-but only
implicitly-by the "First Amendment to Operating Agreement for Tow Services between the City
of San Jose and (Individual Tow Contractors)". As you can see, in Attachment 8, the right to
charge for extraordinary services is no longer specifically provided. I know all our discussions
with the City of San Jose were conducted in good faith. However, the inadvertent failure to
specifically identify the elimination of this provision in any discussions or correspondence with
the City of San Jose left the impression it was still intact. This impression was undoubtedly
reinforced by the fact that providing for extraordinary services is a common feature of towing
contracts with insurance companies and auto clubs.

As we discussed in the exit meeting I am prepared to take all appropriate steps in
resolving this matter. I am hopeful; however, that the information makes clear that any
inadvertent charges were an oversight that occurred with a reasonable and good faith
implementation of the contract. Further, I believe the larger issue of providing for these charges
is a worthy topic for consideration by the Division of Code Enforcement as part of its
implementation of audit recommendations.

I hope you will call me with any questions you may have.

Sincerely,

~o~
Motor Body Company Inc.

CC: Wendy L. Walker
Richard W. Raya
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MOTIIR BODY COMPANY INC.
940 LONUS STREET
SAN JOSE, CA 95126

408-993-9555

May 19th 1998

Ms. Wendy L. Walker
Senior Program Performance Auditor
Office of the City Auditor
City of San Jose
800 North First Street
San Jose, CA 95110

Dear Ms. Walker:

I wanted to take a moment to follow-up on our telephone conversation regarding the issue
of deductions on lien sales.

As you know, the draft audit identifies a suggested "standard deduction" of $255.00 per
lien-sale vehicle. I would like to outline for you why Motor Body Company used a standard
deduction of $315.00. .

--Based on recovery of all costs.

The $60.00 difference in our deduction is comprised of the $15.00 payment to the City of
San Jose and the $45.00 allowance for delivery of an unsold lien sale vehicle to an automobile
dismantler.

We have believed the $15.00 fee is an appropriate deduction as the contract provided
under Section B.2.7 Lien Sales Fees, the deduction of applicable towing fees under item 2f. The
$15.00 payment to the City of San Jose is a towing fee.

The $45.00 fee for delivery to an automobile dismantler is also provided for in the
contract under Section B 2.7, 2e. When we first began to tow under California Vehicle Code
(CVC) Section 14602.6, there were very few interested buyers for our lien sale vehicles and the
majority were delivered to automobile dismantlers.

--Failure to update our software to reflect changing conditions.

When the current rates were set on 4-1-96, Motor Body Company hired a computer
programmer to set the rates in our accounting software. The $45.00 fee was set as a default line
item for lien sale deductions. This default setting was appropriate when we first began the lien
sale process for CVC 14602.6 vehicles because we sold so few at lien sale. However as we
invested in advertising, contracted with a professional auctioneer, and hired additional staff to
clean and prepared vehicles for lien sales we sold an increasing number of vehicles at auction.

Under these changing conditions we now realize we should have re-programmed our
software to prevent the $45.00 fee from being a default line item on deductions.

- Page 63 -



Ironically, our effort to arrive at a standard deduction also meant that we did not always
take all of the deductions allowed. The deductions we failed to take included: a lien processing
fee of $125.00 for vehicles worth $2500.00 or more, advertising costs for vehicles worth
$2500.00 or more, small claims court fees, and small claims process service fees on liens sales
halted by the legal or registered owner of vehicles towed for CVC 14602.6 violations.

Regardless of how you conclude your calculations, I hope you will consider making a
recommendation that the Division of Code Enforcement establish a true "standard deduction" that
can be used uniformly under the zone tow contract. Failing that, I hope you will consider
recommending that the Division of Code Enforcement provide written guidance on appropriate
deductions including practical examples.

I appreciate the opportunity to comment on this element of the draft audit.
Please do not hesitate to contact me with any questions or concerns.

SiJ4:'~
~~~ngi

Motor Body Company Inc.

CC: Gerald Silva
Richard Raya
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Delta TOlNing, Inc.
--~~~~~~~~--~~~~~~~~--~~~~~~~-

1025 Stockton Ave.
San Jose, CA 95110

408-287-1160

June 9, 1998

Mr. Gerald A. Silva
City Auditor
City of San Jose
800 North First Street
San Jose, CA 95110

Dear Mr. Silva:

JUN 2 2

I appreciate the opportunity to briefly respond to the findings and recommendations of the City of San
Jose Towing Service Agreements audit.

I was pleased that the audit revealed that overall, the tow contract is being properly administered by both
City agencies and the individual contractors. It was particularly encouraging to learn that the amount of
disputed fees for the audit period amounted to just a small percentage of the total contract revenues.

Delta Towing appreciates the auditors' identification of fees which have been miscalculated, and more
importantly, the recommendations which can eliminate any future miscalculations.

As I have discussed with your staff, there were major changes to the tow contracts in 1995 and 1996 that
significantly changed our procedures, most notably regarding impounded vehicles. Your audit makes it
clear that unambiguous written procedures regarding the calculation of fees should have accompanied
these changes.

As an example, Delta Towing has made it a practice to deduct a $15.00 tow fee on lien sale vehicles,
relying in good faith on contract section 2 (f) which provides for deduction of applicable towing fees (See
page 22 of the audit.). The honest difference of opinion we have with the auditors on this practice
underscores the need for clear written procedures for the day to day administration of the contract.

While Delta Towing supports every recommendation made in the audit, I would like to express my
particularly strong support for those recommendations that will provided clear written procedures for use
by both City staff and the tow contractors.

In developing these procedures I believe the highest priority should be development of a standard
deduction for costs on lien sale vehicles towed pursuant to California Vehicle Code Section 14602. In
reviewing our records with your staff it appears that in some cases, Delta Towing may have made
consistent and good faith deductions that the auditors recommend recovering and failed to take
deductions which would have been allowed.
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Clear, written procedures will assist tow contractors in complying with the letter of the contract and provide
a true audit trail for the future. We look forward to achieving this goal with your assistance.

Sincerely,

James R. Alves

President
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CITY OF SAN JOSE - MEMORANDUM

TO: Gerald A. Silva
City Auditor

RE: SEE BELOW

FROM: James R. Derryberry, Director
Planning, Building, & Code
Enforcement

Walter L. Adkins, Acting
Chief of Police

DATE: June 18, 1998

SUBJECT: The Administration's Response to An Audit of the City of San Jose's
Towing Service Agreements.

BACKGROUND

The Department of Planning, Building and Code Enforcement, the Police
Department, the Finance Department, General Services and the City Attorney's
Office have reviewed the report An Audit of the City of San Jose's Towing
Service Agreements. The Administration is generally in agreement with the
findings of the audit and is providing specific responses to the
recommendations directed to the Administration. The tow companies will
respond to the recommendations specifically directed to them for response.

Clarification is provided on three areas: background to the establishment of the
present contract; reconciliation of reported number of tows; and the forfeiture
legislation. These additional comments are included under Recommendations
12, 18 and 22.

Recommendation #1: Code Enforcement formally designate Metcom, Inc. as
the Central Communication Center.

The Department concurs with this recommendation and has sent letters to the
owners of Metcom and the owners of the six zone tow companies to designate
Metcom as the formal Central Communication Center.

Recommendation #4: The City Attorney prepare an amendment to the
Agreements to require the tow companies to fax Code Enforcement when a
complaint is filed and either fax or mail the resolution to the City.

The City Attorney concurs with this recommendation.
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Finance Committee
6/22/98
Page 2

Recommendation #8: The Finance Department collect from the tow
companies the amounts of underpayment to the City from lien sales.

The Finance Department concurs with this recommendation.

Recommendation #9: The Finance Department bill the tow companies for the
amount of money the City did not receive from the miscalculation of the $15
tow fee and impound fees.

The Finance Department concurs with this recommendation and will bill the
tow companies for the amount the City did not receive from the
miscalculation.

Recommendation #10: Code Enforcement submit a directive to the tow truck
companies instructing them to discontinue the practice of charging for labor
when a tow is involved.

The Department concurs with this recommendation. Code Enforcement has
issued a letter instructing the tow companies to discontinue the practice of
charging for labor when a tow is involved.

Recommendation #11: Code Enforcement meet with ihe tow companies to
resolve the issue of past labor charges.

The Department concurs with the recommendation and will contact the tow
companies to schedule a meeting for this purpose.

Recommendation #12: Code Enforcement consider amending the current
Agreements to allow the tow companies to charge for labor when a tow requires
extraordinary services.

The Department concurs with this recommendation; however, the information
contained in the audit does not describe the process by which the "extraordinary
charge" section contained in Resolution #62753 was eliminated. General
Services Department staff led a working group, including tow operators, their
consultants and attorneys, in developing a revised fee schedule. During the
course of this process, the fee schedules of other jurisdictions were researched
and compared. As a result, several fees were modified, some were added, and
others were deleted. The provision to allow tow companies to charge for labor
when a tow required extraordinary services was deleted through this process.

The rationale for eliminating extraordinary charges was to simplify the fee
schedule and have fees based on objective, easily understood elements and to
eliminate those which were more subjective in nature. Extraordinary charges
were open to dispute and interpretation, resulting in an inefficient fee
collection process. In return for eliminating the extraordinary charges, the City
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Finance Committee
6/22/98
Page 3

set the basic tow charge high enough to compensate the tow companies for
every type of tow, including extraordinary tows.

Since the tow companies participated throughout the process and were
provided with all the materials that were presented to Council for adoption,
there is no basis for any assertion of confusion over the issues. City
Administration, is willing, however, to consider an amendment to the contract
after two years of experience under the current fee schedule.

Recommendation #13: The SJPD train officers on the Agreements'
requirement that the impounding officer has to authorize in writing on the
CHP 180 form the tow companies charging the Hazardous Material and/or
Immobilized Vehicle Premium fees.

The Police Department concurs with the recommendation. Both the Police
Department and Code Enforcement provided initial training on handling
hazardous materials and immobilized vehicles in 1996 when the City Council
approved the new contract that authorized tow companies to charge for cleanup
of hazardous materials or immobilized vehicles resulting from city generated
tows. The Police Department conducted the training at various police briefings
and the briefings were followed by issuing the General Order.

The Police Department and Vehicle Abatement (in Code Enforcement) are in
the process of conducting refresher training to their respective officers on the
appropriate use of the form, as well as additional training on identification of
basic hazardous materials issues. The form 180 does not currently have a box to
check off for hazardous materials. The procedure has been to write the
approval into the area above the comments section of the form. An officer is
also required to place his or her badge number in this section.

Recommendation #14: City Attorney's Office amend the Agreements to clarify
the requirements on the Hazardous Material and/or Immobilized Vehicle
Premium fees when a CHP 180 form does not apply.

The City Attorney's Office concurs with this recommendation. City staff will be
providing the recommended changes and the Attorney's Office will draft the
amendment.

Recommendation #16: Code Enforcement develop and document procedures
for monitoring tow company compliance with the terms of the Agreements.

Code Enforcement concurs with this recommendation. Code Enforcement
currently conducts monthly inspections of the tow company facilities. The
inspections focus on all contract compliance elements however operational and
customer service elements such as required equipment (properly equipped and
licensed tow trucks), the operability of the close circuit video monitoring
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system) and clean well equipped facilities are emphasized. Code Enforcement is
in the process of drafting procedures on these inspections and the contract
requirements and expects to formalize these procedures in the Fall.

Recommendation #17: Code Enforcement request the tow companzes to submit
copies of their Metcom bill with their monthly reports.

The Department concurs with this recommendation. Code Enforcement has
sent a letter to the tow companies requesting them to submit copies of their
Metcom bill with their monthly reports.

Recommendation #18: Code Enforcement perform monthly reconciliations of
tow company and Metcom reported number of tows.

The Department concurs with this recommendation. At the exit conference
with the Auditor's Office and the tow companies, it was discussed that there is
not a one to one relationship between the number of Metcom dispatches and
the number of reported vehicle tows. It was determined, at that time, that it
would be difficult to reconcile these two reports. An alternative approach was
agreed to that requires the tow companies to submit to the City their Metcom
bill with their monthly invoice. If there is a difference between a tow
company's reported tows and the number of dispatches, the tow company will
provide comments and documentation on the reason for the difference. Code
Enforcement will then review these documents for reasonableness. If the
difference does not make sense, Code Enforcement will conduct spot reviews of
the tows reported.

Recommendation #19: City Attorney prepare an amendment to the
Agreements addressing the issue of tow fee reimbursements or refunds.

The City Attorney's Office concurs with this recommendation. City staff will be
providing the recommended changes and the Attorney's Office will draft the
amendment.

Recommendation #20: Code Enforcement formally document the informal
procedures for tow fee reimbursements or refunds.

The Department concurs with this recommendation. Code Enforcement has
prepared a draft procedure for tow fee reimbursements and is currently in the
process of reviewing it with staff prior to coordinating it with the Police
Department.

Recommendation #21: SJPD expand and formally document the written
procedures and provide training for authorizing and processing tow fee
reimbursements or refunds.
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The Police Department concurs with this recommendation. The Police
Department is preparing a draft procedure for tow fee reimbursements or
refunds and will coordinate this with Code Enforcement.

Recommendation #22: SJPD conduct a feasibility study on forfeiture tows and
report back their findings to the Finance Committee of the City Council by
October 1, 1998.

The Police Department concurs with this recommendation, however, at the
same time it is important to provide background on the forfeiture legislation
and present the action the Police Department took when this legislation was
initiated.

Two pieces of legislation SB 1758 Kopp and AB 3148 Katz were initiated at the
same time (effective January I, 1995). Both pieces of legislation were intended
to protect the health, safety and welfare of Californians from unlicensed
drivers. Unlicensed drivers are involved in a disproportionate number of
traffic accidents. These bills were drafted to attempt to prevent the destruction
and damage to lives and property caused by these traffic accidents.

• SB 1758 mandated a 30-day impound of vehicles operated by drivers
with suspended or revoked drivers licenses or for persons who drive
without a drivers license.

• AB 3148 allowed for the forfeiture of vehicles operated by drivers in the
above categories.

The Police Department analyzed with the District Attorney's Office and Code
Enforcement the impact of both of these bills when they were initially
introduced. It was concluded that implementation of SB 1758 would be the
more effective enforcement tool for the designed purpose. It was determined
that the tow and storage fees of $750 and $1,200 would result in an "informal
forfeiture" and lien sale which would essentially result in the same effect as the
forfeiture tool. The first 30 months of the program resulted in approximately
15,372 thirty-day impound tows; of which 80 percent were "informally"
forfeited. This indicates that enforcing the impound law is effectively a
forfeiture in the majority of cases.

Additionally, the Police Department had determined that enforcing the
forfeiture law would require significantly more resources than the impound
enforcement. However, there are some occasions when the impound
enforcement may not be as effective as the forfeiture law and in those cases the
Police Department believes enforcing the forfeiture law may provide an
additional enforcement tool.
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The Police Department will initiate another review of the forfeiture program
under AB3148, including a survey of other cities, to determine the feasibility of
a forfeiture program and will report back to the Finance Committee by .
October 1, 1998.

CONCLUSION

The Administration appreciates the work the auditors did on this audit and
believes it will result in improvements to the program.

~fr~
Planning Building & Code
Enforcement

1fJaR4;).C~
Walter L. Adkins, Acting
Chief of Police .
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APPENDIX A

DEFINITIONS OF PRIORITY 1, 2, AND 3
AUDIT RECOMMENDATIONS

The City of San Jose's City Administration Manual (CAM) defines the

classification scheme applicable to audit recommendations and the appropriate

corrective actions as follows:

Priority Implementation Implementation
Class! Description Catezorv Action''

1 Fraud or serious violations are Priority Immediate
being committed, significant
fiscal or equivalent non-fiscal
losses are occurring. 2

2 A potential for incurring Priority Within 60 days
significant fiscal or equivalent
fiscal or equivalent non-fiscal
losses exists."

3 Operation or administrative General 60 days to one year
process will be improved.

1 The City Auditor is responsible for assigning audit recommendation priority class numbers. A.
recommendation which clearly fits the description for more than one priority class shall be assigned
the higher number. (CAM 196.4)

2 For an audit recommendation to be considered related to a significant fiscal loss, it will usually be
necessary for an actual loss of $25,000 or more to be involved or for a potential loss (including
unrealized revenue increases) of $50,000 to be involved. Equivalent non-fiscal losses would include,
but not be limited to, omission or commission of acts by or on behalf of the City which would be
likely to expose the City to adverse criticism in the eyes of its citizens.
(CAM 196.4)

3 The implementation time frame indicated for each priority class is intended as a guideline for
establishing implementation target dates. While prioritizing recommendations is the responsibility of
the City Auditor, determining implementation dates is the responsibility of the City Administration.
(CAM 196.4)
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APPENDIX B 
 
 

SUMMARY OF COMPLIANCE OR NONCOMPLIANCE WITH 
THE TERMS OF THE AGREEMENT SUBJECT TO AUDIT 

 
Agreement 
Section and 

Name 

 
Matos 

Towing 

 
 

City Tow 

 
Century 

Tow 

 
Motor 
Body 

 
Courtesy 

Tow 

 
Delta 

Towing 
 Compliance Compliance Compliance Compliance Compliance Compliance 

 Yes No Yes No Yes No Yes No Yes No Yes No 
A.2.1  Services 
Provided 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.2.2  Number 
of Tows 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

A.2.3  
Applicable 
Regulations 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.2.4  
Subcontractors 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

A.2.5  Private 
Property 
Towing 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.3  Hours Of Operation, Response Time And Failure To Respond: 
A.3.1  
Availability 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

A.3.2  Arrival 
Requirements 

 
X 

 
 

 
X 

  
X 

  
X 

  
X 

  
X 

 

A.3.3  Sweeps X  X  X  X  X  X  
A.3.4  Failure 
To Respond 
Requirements 

 
 

1. 

  
 

1. 

  
 

1. 

  
 

1. 

  
 

1. 

  
 

1. 

 

A.3.4.a. 1.  1.  1.  1.  1.  1.  
A.3.4.b. 1.  1.  1.  1.  1.  1.  
A.3.4.c. 1.  1.  1.  1.  1.  1.  
A.3.4.d. 1.  1.  1.  1.  1.  1.  
A.3.4.e. 1.  1.  1.  1.  1.  1.  
A.3.5  Central 
Comunications 
Center 

  
 

X 

  
 
X 

 
 

 

 
 

X 

  
 
X 

  
 

X 

  
 
X 

 
 
1. No “failure to respond” have been noted. 
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APPENDIX B continued, 
 
Agreement 
Section And 
Name 

 
Matos 

Towing 

 
 

City Tow 

 
Century 

Tow 

 
Motor 
Body 

 
Courtesy 

Tow 

 
Delta 

Towing 
 Compliance Compliance Compliance Compliance Compliance Compliance
 Yes No Yes No Yes No Yes No Yes No Yes No 
A.4  Standards Of Service: 
A.4.1  
Employee 
Appearance 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.4.2  
Employee 
Training 
Manual 

 
 
 

X 

  
 
 

X 

  
 
 

X 

  
 
 

X 

  
 
 

X 

  
 
 

X 

 

A.4.3  
Identification 
Requirements 

  
 

X 

 
 

X 

  
 

X 

 
 

 

  
 
X 

  
 
X 

 
 

X 

 
 

 
A.4.4  Payment 
Acceptance 

 
 

X 

  
 

X 

 
 
 

 
 

X 

  
 

X 

 
 
 

 
 

X 

  
 

X 

 

A.4.5  Tow 
Permit 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

A.4.6  Business 
License 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.4.7  
Customer 
Complaint 
Process 

 
 
 

X 

  
 
 

X 

 
 
 
 

 
 
 

X 

 
 
 
 

 
 
 

X 

 
 
 
 

 
 
 

X 

  
 
 

X 

 
 
 
 

A.4.8  Posted Documents: 
A.4.8.a  X X  X  X  X  X  
A.4.8.b.  X X  X  X   X X  
A.4.8.c.  X X  X  X  X  X  
A.4.8.d.  X  X X  X   X X  
A.4.8.e.  X X  X   X X   X 
A.4.9  VIN 
Number 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

A.5  Required 
Equipment: 

            

A.5.1  Tow 
Trucks 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

A.5.2  CVC 
Requirements 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 
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APPENDIX B continued, 
 

Agreement 
Section and 

Name 

 
Matos 

Towing 

 
 

City Tow 

 
Century 

Tow 

 
Motor 
Body 

 
Courtesy 

Tow 

 
Delta 

Towing 
 Compliance Compliance Compliance Compliance Compliance Compliance 

 Yes No Yes No Yes No Yes No Yes No Yes No 
A.7.1  Storage 
Facilities 

            

A.7.1.a. X  X  X  X  X  X  
A.7.1.b. X  X   X X  X  X  
A.7.1.c. X  X  X  X  X  X  
A.7.1.d. X  X  X  X  X  X  
A.7.2  Primary 
Office Facility 

 
X 

 
 

 
X 

  
X 

 
 

 
X 

  
X 

  
X 

 

A.7.3  
Impounded 
Vehicles 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.7.4  
Secondary Lot 

 
2. 

  
2. 

  
X 

  
X 

  
2. 

  
2. 

 

A.7.4.a. 2.  2.  X  X  2.  2.  
A.7.4.b. 2.  2.  X  X  2.  2.  
A.7.4.c. X  X  X  X  X  X  
A.7.4.d. 2.  2.  X  X  2.  2.  
A.7.5  Multiple 
Zones 

 
3. 

  
3. 

  
3. 

  
3. 

  
3. 

  
3. 

 

A.7.5.a. 3.  3.  3.  3.  3.  3.  
A.7.5.b. 3.  3.  3.  3.  3.  3.  
A.7.6  Permits X  X  X  X  X  X  
A.7.7  
Environmental 
Regulations 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

A.8  Vehicle Releases: 
A.8.1 X  X  X  X  X  X  
A.8.2 X  X  X  X  X  X  
B.1  Fees X  X  X  X  X  X  
 
2. Primary lot contains enough space so a secondary lot is not applicable. 
 
3. This section of the contract is not applicable as none of the tow truck companies have multiple zones 

with only one storage lot. 
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APPENDIX B continued, 
 

Agreement 
Section and 

Name 

 
Matos 

Towing 

 
 

City Tow 

 
Century 

Tow 

 
Motor 
Body 

 
Courtesy 

Tow 

 
Delta 

Towing 
 Compliance Compliance Compliance Compliance Compliance Compliance 

 Yes No Yes No Yes No Yes No Yes No Yes No 
B.2  Contract Payments: 
B.2.1  Payment 
Due Date 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

B.2.2  
Payments Sent 
To 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

B.2.3  
Payments In 
Addition To 
Other Fees 

 
 
 

X 

  
 
 

X 

  
 
 

X 

  
 
 

X 

  
 
 

X 

  
 
 

X 

 

B.2.4  Payment 
Statement 

 
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

 

B.2.5  Payment Records: 
B.2.5.1.    X  X  X  X  X  X 
B.2.5.2. X  X   X X  X  X  
B.2.5.3. X  X  X  X   X X  
B.2.5.4. X  X  X  X  X  X  
B.2.5.5 X  X  X  X   X X  
B.2.5.6. X  X  X  X  X  X  
B.2.5.7. X  X  X  X  X  X  
B.2.5.8. X  X   X X   X X  
B.2.5.9. X  X   X X   X X  
B.2.5.10. X  X  X  X  X  X  
B.2.6  Payment 
Remittance 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 

  
 

X 
B.2.7  Fees Paid To The City: 
B.2.7.1 X  X  X  X   X X  
B.2.7.2  X  X  X  X  X  X 
B.2.7.3 X  X  X  X  X  X  
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TABLE II continued, 
 
Agreement 
Section And 
Name 

 
Matos 

Towing 

 
 

City Tow 

 
Century 

Tow 

 
Motor 
Body 

 
Courtesy 

Tow 

 
Delta 

Towing 
 Compliance Compliance Compliance Compliance Compliance Compliance 
 Yes No Yes No Yes No Yes No Yes No Yes No 
B.3  Security Deposit: 
B.3.1  Letter 
Of Credit 

 
X 

  
X 

  
X 

  
X 

  
X 

  
X 

 

B.3.1.a. X  X  X  X  X  X  
B.3.1.b. X  X  X  X  X  X  
B.3.2  
Demands Upon 
Security 
Deposit 

 
 
 

4. 

  
 
 

4. 

  
 
 

4. 

  
 
 

4. 

  
 
 

4. 

  
 
 

4. 

 

B.3.3  
Exhaustion Of 
Security 
Deposit 

 
 
 

4. 

  
 
 

4. 

  
 
 

4. 

  
 
 

4. 

  
 
 

4. 

  
 
 

4. 

 

B.3.4  Disputes 
Concerning 
Security 
Deposit 

 
 
 
 

4. 

  
 
 
 

4. 

  
 
 
 

4. 

  
 
 
 

4. 

  
 
 
 

4. 

  
 
 
 

4. 

 

 
4.  No demands, usage, or disputes have occurred with regards to the security deposits, therefore these 
contract requirements are not applicable. 
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APPENDIX C 
 

SUMMARY OF TERMS FROM THE 
AGREEMENTS SUBJECT TO OUR TESTWORK 

 
 
A.2  Services To Be Provided 
 
A.2.1 Contractor agrees to provide to the City, upon City's request, City-generated tow 

services. 
 
A.2.2 The City places no maximum on the number of City-generated tows that 

Contractor may be required to provide in any time period. 
 
 There shall be no obligation upon City to provide Contractor with any minimum 

number of City-generated tows during any time period. 
 
A.2.3 Contractor shall comply with all local, state, and federal laws, rules and 

regulations at all times during the term of the Agreement including all applicable 
permit requirements.  Non-compliance shall constitute a material breach of the 
Agreement. 

 
A.2.4 Subcontractors may be used to perform the services listed below, and the 

approved subcontractors are listed in each contract. 
 
A.2.5 No private property towing shall be allowed under this Agreement. 
 
 
A.3  Hours Of Operation, Response Time, And Failure To Respond 
 
A.3.1 Contractor shall be available to respond with sufficient operational equipment to 

handle any tow call twenty-four (24) hours a day, seven (7) days a week including 
holidays. 

 
A.3.2 Contractor shall arrive at the site where the vehicle to be towed is located within 

twenty-five (25) minutes of receiving a dispatch from the City or its Authorized 
Agent for any police emergency tow or VIN tow. 

 
A.3.3 City shall provide Contractor with twenty-four (24) hour notice on large sweeps. 

(Large sweeps shall be defined as an expectation of twelve (12) cars or more.).  
No "Bundling" shall be permitted on any sweeps. 
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A.3.4 Contractor's failure to respond: 
 
  In the event Contractor fails to respond to a call and furnish a tow car at 

the designated point of tow within twenty-five (25) minutes, City shall have the 
right, by whatever means it deems appropriate, to have the vehicle towed by 
another Contractor.  Repeated failure to meet the response standards set forth 
above shall constitute a material breach of the Agreement.  In the event City 
determines in its sole and absolute discretion that Contractor is not meeting the 
response time standards the following procedure will be followed: 

 
a.  City will notify Contractor that Contractor's performance is unacceptable; 
 

 b.  As part of the notification, City will provide sufficient details concerning 
instances of non-performance to allow Contractor to identify responsible tow 
operator employees involved in the delays; 
 

 c.  Contractor will consult with City concerning means of resolving the 
performance problems, and will take immediate and specific steps to improve its 
performance; 

 
 d.  Within thirty (30) days, Contractor shall provide a written report to City on the 

steps it has taken to improve Contractor's performance; 
 

 e.  If, after this procedure, Contractor has failed to take adequate steps to improve 
its performance, as determined by City in its reasonable discretion, such failure 
shall constitute grounds for termination of the agreement. 

 
A.3.5 City may from time to time designate a Central Communications Center which 

shall be used to dispatch Contractor to render the tow services required pursuant 
to the Agreement. 

 
 Contractor must utilize the Central Communications Center service designated by 

City, and Contractor shall contract for and pay for said dispatch service. 
 
 
A.4  Standards Of Service 
 
A.4.1 All of Contractor's officers, agents, or employees who engage in performance of 

the Agreement with City on behalf of Contractor shall be neat in appearance and 
courteous to the public.  Contractor shall control and supervise the conduct, 
demeanor and appearance of its employees and shall train its employees to render 
a high degree of courteous and efficient service to the public. 

 
A.4.2 Contractor shall submit a copy of its Employee Training Manual to City.  

Contractor shall hold at least one (1) City approved employee conflict resolution 
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training session per year.  Contractor shall permit designated City employees to 
attend "conflict resolution training" for the purpose of monitoring the training. 

 
A.4.3 Contractor's tow drivers shall be required to carry their City-issued I.D. badges 

with them at all times while on duty.  Contractor shall supply its tow truck drivers 
either with shirts upon which the name of the employee has been stitched on the 
left pocket or a pin-on name tag to be affixed to the left hand pocket and worn at 
all times. 

 
A.4.4 Contractor shall comply with Section 22651.1 of the Vehicle Code with respect to 

acceptance of payment.  In addition, Contractor shall accept personal checks from 
a registered owner, legal owner, or owner's agent which are written upon a 
California bank, and are imprinted with the name, address and phone number of 
the drawer of the check. 

 
 Contractor may require verification from a bank or credit reference service prior 

to acceptance of a credit card. 
 
A.4.5 Contractor shall have and maintain a valid City of San Jose tow permit at all times 

during the term of the Agreement. 
 
A.4.6 Contractor shall have and maintain a City of San Jose business license at all times 

during the term of the Agreement. 
 
A.4.7 Contractor shall provide City with its formal customer complaint process and 

complaint form.  This process and form shall be subject to approval by the City 
and shall provide the City with sufficient information to document and account 
for customer claims for damage, theft, or other complaints, and to show the status 
or resolution of such complaints.  City may from time to time establish or modify 
requirements for such complaint process. 

 
 Contractor shall respond to customer complaint within ten (10) days and shall fax 

copies of complaint and resolution to City. 
 
A.4.8 The following documents, printed in a minimum of 12 point type, shall be posted 

by Contractor at each storage facility in a conspicuous location easily visible to 
the public: 

 
 a.  Complete copy of this Agreement; 
 
 b.  Name and address of Contractor's insurance broker handling the insurance 

coverages required pursuant to the Agreement; 
 
 c.  Schedule of all approved towing, storage and additional charges as specified in 

the Agreement; 
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 d.  A notice explaining the procedure by which unclaimed vehicles are sold at 
public auction, including the locations of such auctions and publications in which 
such auctions are advertised, and stating that all in attendance at such auction 
shall have an equal opportunity to bid. 

 
 e.  "Vehicle Impound Rights and Obligations" informing the public of their rights 

pursuant to California Vehicle Code, Section 22852. 
 
A.4.9 In the event Contractor discovers that a vehicle which has been towed has a 

Vehicle Identification Number (VIN) which is different than the VIN showing on 
the CHP Form 180, Contractor will notify the Police Department Auto Desk 
forthwith, and in any event within three (3) days from date of discovery. 

 
 
A.5  Required Equipment 
 
A.5.1 Contractor shall own at least five (5) power operated tow trucks equipped with 

two-way radios and hand-held radios.  In addition, Contractor shall own, lease or 
sub-contract at least one (1) tow vehicle with the capacity to tow vehicles of at 
least 24,000 GVW or more. 

 
A.5.2 Contractor shall be in compliance with all California Vehicle code requirements 

pertaining to the operation and maintenance of said tow trucks and operation of its 
business. 

 
A.7  Storage Facilities 
 
A.7.1 Contractor shall maintain the following primary lot storage facilities within the 

City of San Jose.  The facilities shall be maintained to the reasonable satisfaction 
of the City Manager or his/her designee, who may cause them to be inspected 
from time to time to ensure that they meet the following requirements: 

 
 a.  Maintain a paved primary lot within Contractor's designated zone sufficiently 

large to store at least seventy-five (75) automobiles with at least two (2) feet of 
clearance between the sides of all vehicles, and at least one-foot clearance 
between the front or rear end of any vehicle and the front or rear end of another 
vehicle, which primary lot shall be enclosed by fencing that complies with all 
applicable City ordinance and regulations including applicable zoning regulations 
and permits. 

 
 b.  Monitored by closed circuit TV.  Tapes are to be retained for no less than two 

(2) months and shall be made available to the City upon request. 
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 c.  Available twenty-four (24) hours a day, seven (7) days a week including 

holidays for storage of vehicles towed pursuant to this Agreement. 
 
 d.  Adequately lighted during hours of darkness, but said lighting shall be 

designed, controlled, and maintained so that no light source is visible from outside 
the property.  Electroliers shall not exceed twelve feet (12') above grade unless 
specifically identified within the approved development plan on file in the 
Department of City Planning, Building and Code Enforcement. 

 
A.7.2 Contractor shall maintain a primary office facility at the primary storage lot.  

Contractor shall have an employee at the primary office facility twenty-four (24) 
hours a day, seven (7) days a week including holiday, or have an employee 
available who can arrive at the primary office facility within twenty-five (25) 
minutes of a City or citizen request, in order to assure that a citizen may claim his 
or her vehicles at any time and to properly protect City-impound vehicles.  
Contractor shall provide an alternate phone number that is available twenty-four 
(24) hours per day to contact staff after regular business hours and shall display 
that number in a prominent place. 

 
 Contractor shall maintain a closed circuit TV with audio in the primary office 

facility.  Tapes shall be retained for a minimum of two (2) months and shall be 
made available to the City upon request. 

 
 The primary office facility shall, during regular business hours, afford the public 

shelter during rain or bad weather, shall have sufficient space to accommodate 
members of the public who have business with Contractor, and shall have a 
restroom and telephone available for public use. 

 
A.7.3 All City-impounded vehicles, vehicles held for investigation, and recovered 

vehicles shall be stored in the primary lot and shall not be moved until authorized 
in writing by the Chief of Police or his designee.  Vehicles with holds placed on 
them by the Police Department shall not be lien sold; however, Contractor may 
file for a lien but not complete the sale of the vehicle until such time as the hold is 
removed. 

 
 Contractor shall be responsible for the protection of City-impounded vehicles in 

its possession until the vehicles have been released to their owners, or disposed of 
through legal process, and shall be responsible for safeguarding all articles left in 
the impounded vehicles.  Contractor shall comply with police regulations 
regarding the inventory or removal of property found in police impounded 
vehicles. 
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Abandoned vehicles shall be stored in the primary lot until checked and cleared 
by the Police Department, and may be stored in a secondary lot after such 
vehicles have been cleared.  Re-tows to City for any police impounded vehicles 
shall be done at "No Charge" to the City. 

 
A.7.4 Contractor shall maintain at least one (1) secondary lot with the capacity to store 

at least seventy-five (75) vehicles.  The facilities shall be maintained to the 
reasonable satisfaction of the City Manager or his or her designee, who may cause 
them to be inspected from time to time to ensure that they meet the following 
requirements: 
 

 a.  Secondary lots shall be maintained in accordance with all applicable City 
ordinances, codes, and/or regulations; 

 
 b.  Secondary lots shall be enclosed by a substantial chain link fence or wall 

which complies with all applicable City ordinances, codes, and/or regulations.  
Contractor shall provide security at said secondary lot that is to the reasonable 
satisfaction of the City Manager; 

 
 c.  Secondary lots shall be adequately lighted during the hours of darkness, but 

said lighting shall be designed, controlled, and maintained so that no light source 
is visible from outside the property.  Electroliers shall not exceed twelve feet (12') 
above grade unless specifically identified within the approved plan on file in the 
Department of Planning, Building, and Code Enforcement. 

 
 At the City's discretion, Contractor may be required to install video cameras at the 

Contractor's secondary lot. 
 
 As an alternative to the maintenance of a secondary lot, Contractor may provide 

space for an additional seventy-five (75) vehicles at Contractor's primary lot, for a 
total minimum storage capacity of one-hundred fifty (150) vehicles per zone. 

 
  d.  Secondary lot shall be paved. 
 

A.7.5 Contractor with multiple zones and one storage lot shall comply with the 
requirements of A.7.1 through A.7.4 with the following addition: 

 
 a.  Primary lot shall be capable of storing 75 automobiles times the number of 

zones. i.e.; 2 zones x 75 automobiles = storage for 150 automobiles, or Contractor 
may have a primary lot in each of the zones in which service is provided.  One 
primary lot shall only serve one other adjacent zone. 
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 b.  Secondary lot shall be capable of storing 75 automobiles times the number of 

zones. i.e.; 2 zones x 75 automobiles = storage for 150 automobiles or Contractor 
may have a secondary lot in each of the zones in which service is provided.  One 
secondary lot shall only serve one other adjacent zone. 

 
A.7.6 All of Contractor's storage facilities shall have valid land use and other regulatory 

permits. 
 
A.7.7 All of Contractor's storage facilities shall be in substantial compliance with all 

environmental regulations. 
 
 
A.8  Vehicle Releases 
 
A.8.1 The San Jose Police Department shall only be responsible for release of 

impounded vehicles and personal property from impounded vehicles with Police 
investigative holds. 

 
 All other releases of personal property shall be the responsibility of the tow 

contractor. 
 
A.8.2 Upon written notification from City, Contractor shall provide, at no additional 

compensation, all services and equipment necessary to release vehicles directly 
from Contractor's facilities without a stop at the San Jose Police Department 

 
 
B.2  Contract Payments 
 
B.2.1 The first payment shall be due and payable to the City within thirty (30) days 

from and after June 30, 1996.  Thereafter, payments shall be due and payable 
quarterly.  Within thirty (30) days from and after the end of each quarter of each 
calendar year, Contractor shall pay to the City the payment for the immediately 
preceding quarter year. 

 
B.2.2 Payments shall be made to the City's Director of Finance. 
 
B.2.3 Payment made to the City by Contractor pursuant to this Agreement shall be in 

addition to any other license fees, business license tax, or other fees or taxes 
required by the City. 

 
B.2.4 Each payment shall be accompanied by a statement, in duplicate, verified by 

Contractor, or by a general officer or other duly authorized representative of 
Contractor, showing in such form and detail as the City's Director of Finance may 
require the facts material to a determination of the amount due. 
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B.2.5 Contractor shall at all times maintain accurate and complete records of each City-
generated tow provided, which shall contain the following information. 

 
1.  Name, address, and phone number of person, if available, whose vehicle was 
towed; 

 
 2.  Vehicle identification number, license plate number, make, year, and model, of 

each vehicle towed; 
 
 3.  Date and time request for tow was received; 
 
 4.  Location from which vehicle was towed, and name or number of driver 

assigned to said tow; 
 
 5.  Reason for tow, whether accident, impound, or other reason; 
 
 6.  Date of release of each vehicle; 
 
 7.  Name of party to whom vehicle was released; 
 
 8.  All fees or charges connected with said tow, showing specifically tow, storage, 

hazardous material, immobilized vehicle premium, or drive line labor, and lien 
sale in addition to the total of such charge or fees; 

 
 9.  All proceeds from the sale of towed vehicles that are unclaimed, and 
 
 10.  Date that said charges were paid. 
 
B.2.6 Contractor shall remit, with each payment, a copy of the information required by 

subsection B.2.5, except item D, and shall also remit information containing the 
total number of City-generated tows provided by Contractor per month. 

 
B.2.7 The fees due City shall be due and payable as follows: 
 
 1.  For all types of tow, the minimum fee ($15.00) shall be due and payable to 

City regardless of the amount collected by Contractor. 
 
 2.  For vehicles sold at a lien sale, the additional fees due under Fee Schedule, 

shall be due and payable to City on the following basis:  From the total amount 
collected Contractor may deduct the following costs, if they are incurred: 

 
  a.  Lien processing fee: 
   $70.00 for vehicles valued at less than $2500 
   $125.00 for vehicle valued at $2500 or more; 
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  b.  Small claims court fee; 
  c.  Process service fee; 
  d.  Advertising notice cost for vehicles valued at more than $2500; 

 e.  Retow to disposal site; fee of $45.00 for vehicles which are not sold 
and must be delivered to wrecking yard; 

  f.  Applicable towing fees; 
  g.  Storage charges for the first four days of storage. 
 
  Contractor shall remit to City an amount equal to Fifty Percent (50%) of 

the storage charges collected and remaining after deducting the applicable 
foregoing amounts.  All other remaining amounts shall be distributed according to 
the applicable provisions of California law. 

 
 3.  For vehicles not sold at a lien sale, Contractor shall remit to City the full 

amount of all fees as set forth in the Fee Schedule. 
 
 
B.3  Security Deposit 
 
B.3.1 Letter of Credit.  Contractor shall deposit with City prior to the  
 commencement of this Agreement, and shall maintain throughout the term of this 

Agreement and for a period of at least ninety (90) days beyond the scheduled 
expiration date of this Agreement, a security deposit (the "Security Deposit") in 
the form of an irrevocable letter of credit (the "Letter of Credit") in the face 
amount of Ten Thousand Dollars ($10,000.00), on a form and issued by a 
financial institution acceptable to the City in its sole discretion, which financial 
institution shall 

 
 a.  be a bank or trust company doing business and having an office in the State of 

California; and 
 
 b.  be subject to supervision or examination by federal or State authority.  The 

City Treasurer shall hold and be trustee of the Security Deposit.  The Security 
Deposit shall guarantee faithful performance by Contractor of all terms, 
covenants, and conditions of the Agreement including, but not limited to all 
monetary obligations set forth herein. 

 
 In the event the City receives notice from the issuer of the Letter of Credit that  
 the Letter of Credit will be terminated, not renewed or otherwise allowed to 

expire for any reason prior to the date ninety (90) days beyond the scheduled 
expiration date of this Agreement, and contractor fails to provide the City with a 
replacement letter of credit (in a form and issued by a financial institution 
acceptable to the City) within ten (10) days following the City’s receipt of such 
notice, such occurrence shall be a material event of default under this  

 Agreement, and, in addition to any other remedies the City may have due to  
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 such default (including the right to terminate this Agreement), the City shall be 
entitled to draw down the entire amount of the Letter of Credit ( or any portion 
thereof) and hold such funds in an account with the City Treasurer in the form of 
a cash security deposit guaranteeing Contractor’s obligations under this 
Agreement under the terms of this Section.  In such event, the cash Security 
Deposit shall accrue interest to the Contractor at a rate equal to the average yield 
of Treasury Notes with one year maturity, as determined by the City Treasurer.  In 
the event the Security Deposit is converted into cash pursuant to this paragraph, 
upon termination of this Agreement by either party thereto, Contractor shall be 
entitled to a full refund of the Security Deposit (less any demands made thereon 
by the City pursuant to Section B.3.2 below) within ninety (90) days after the 
termination date, including interest accrued through the termination date. 

 
B.3.2 Demands Upon Security Deposit.  If Contractor is in breach of any provision of 

this Agreement, City may use all or any portion of the Security Deposit to 
compensate City for any loss or damage which it may have incurred by reason of 
Contractor’s breach.  Such loss or damage may include without limitation any 
claim for liquidated damages.  Should the City terminate this Agreement due to a 
breach by Contractor, the City shall have the right to draw from the Security 
Deposit those amounts necessary to pay the fees described in Section B.1 and 
perform the towing and storage services described in this Agreement until such 
time as the City procures another contractor and the agreement between the City 
and that contractor becomes effective. 

 
B.3.3 Exhaustion of Security Deposit.  If any portion of the Security Deposit is used by 

City, Contractor shall, within ten (10) business days after such use by city, 
provide written proof that the Security Deposit has been restored to its initial 
value, which shall require a replacement letter of credit in the face amount of the 
required Security Deposit.  Contractor’s failure to do so shall constitute a material 
breach of this Agreement. 

 
B.3.4 Disputes Concerning Security Deposit.  In the event that a dispute arises between 

the City and Contractor concerning this agreement or the use or maintenance of 
the Security Deposit, each party reserves its remedies in equity and law.  No 
decision by the City concerning the Security Deposit shall prevent Contractor 
from seeking restoration of the funds by appropriate legal action. 
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APPENDIX D 
 

REASONS FOR A DRIVER’S LICENSE TO BE SUSPENDED 
OR REVOKED AS LISTED IN THE DEPARTMENT OF 

MOTOR VEHICLE’S CALIFORNIA DRIVER HANDBOOK 
 

 
Reason for Suspension or Revocation 

Suspension, Revocation or 
Other Result 

 
Driver has an accident without acceptable financial 
responsibility.  

 
License Revoked (up to four 
years) 

Driver has an accident causing more than $500 
damage or death or injury and does not complete the 
DMV Traffic Accident Report form SR1. 

 
 
License Suspended 

Driver operates any recreational vessel, aquaplane, 
water skis, or similar devices with a blood alcohol 
content (BAC) of 0.08% or more, or a commercial 
vessel with a BAC of 0.04% or more. 

 
 
 
License Revoked 

Driver convicted of driving with alcohol or drugs in 
his/her body.   

License May Be Revoked (up 
to six months) 

Driver refuses an officer-required blood or urine test 
for drugs. 

License Suspended or 
Revoked 

Driver has a BAC of 0.08% or more, or he/she is 
under age 21 and has a BAC of 0.05% or more, or 
driver refuses or fails to complete a test. 

 
License Suspended or 
Revoked 

Driver under the age of 21 refuses to take or fails to 
complete a Preliminary Alcohol Screening (PAS) 
test. 

 
 
License Suspended 

PAS test results for driver under age of 21 show BAC 
of 0.01% or higher. 

 
License Suspended 

When there is no PAS device available, driver under 
age of 21 shows BAC 0.05% as determined by blood, 
breath, or urine test. 

 
 
License Suspended 

Driver cited by a police officer for violating a traffic 
law, and fails to appear in court (FTA) or fails to pay 
a fine. 

 
 
License Suspended 

 



D-2 

 
Appendix D continued, 
 

 
Reason for Suspension or Revocation 

Suspension, Revocation or 
Other Result 

Driver receives too many points. 
(Note: A traffic conviction for driving unsafely 
counts as one point. Any “at-fault” accident is 
normally counted as one point. Two points are 
charged if driver is convicted of reckless driving, of 
driving under the influence of alcohol/drugs, of hit-
and-run-driving, of evading a peace officer, of 
driving while suspended or revoked, or of driving on 
the wrong side of the road. This list is not all-
inclusive.) 

 
 
 
 
 
 
 
 
 
License Revoked 

Driver under the age of 18 gets a traffic ticket and 
fails to appear in court. 

 
License Suspended 

Driver under the age of 18 has a second and or 
additional “at fault” accident(s) or conviction(s) for 
violation(s) of traffic law. 

 
 
License Suspended 

A minor age 13 or older, or an adult, is convicted of 
vandalism by defacing property with paint or any 
other liquid or by scraping or writing on any surface.  

 
 
License Suspended, 
Restricted, or Delayed 

A person age 13 to 18 convicted of being a habitual 
truant from school. 

License Suspended, Revoked, 
Restricted or Delayed 

A minor is convicted of possessing a concealable 
weapon or live ammunition. 

License Suspended or 
Revoked 

A driver is convicted of breaking speed laws. License May Be Suspended 
A driver is convicted of failure to stop as required at a 
railway grade crossing. 

 
License May Be Suspended 

A driver is convicted of felony drunk driving, felony 
grand theft, manslaughter, or driving under the 
influence of narcotics or other dangerous drugs. 

 
License is Usually Suspended 
or Revoked 

 




