EX10-4


CELT Exercise 10:  Audit Report Writing

Version 4

The Recruiting Unit’s Lack Of Controls Over Rental Cars Resulted In Unnecessary Expenses and Personal Use of Rental Cars.

Overview:  The company’s lack of rental car procedures and the Recruiting Unit’s inadequate oversight led to improper use of rental cars.  The company would have saved about $329 if the Recruiting Unit had prevented the personal use of rental cars and used company cars instead of rental cars for career fairs.  

Background

The Recruiting Unit promoted the company at six career fairs around the Puget Sound region from January through September 2004.  The Recruiting Unit Manager approved the Administrative Specialist’s use of six rental cars to travel to the career fairs after the Fleet Administrator denied the Administrative Specialist’s request to use a company car.  The total charge for the six rental cars was $1,211.  

Reason for Using Rental Cars

The Administrative Specialist typically relies on public transportation to commute from her residence in Kirkland to her normal work location in downtown Seattle.  However, five of the six career fairs occurred during weekends, and none of the career fairs were held in downtown Seattle.  After determining that public transit was not available to most of the career fairs, the Administrative Specialist requested a company car to attend the career fair at Green River Community College in January 2004.  The Fleet Administrator denied her request, and suggested that she rent a vehicle through the company’s blanket contract with Northwest Auto Rentals.  

Findings and Recommendations

Finding 1:  The company has not established clear policies or procedures to guide the use of rental cars.  

The company’s blanket contract with Northwest Auto Rentals is primarily used by employees who are traveling for company business, but employees also occasionally use the contract to rent vehicles in the local area.  However, no policies have been established to identify the appropriate conditions for renting cars or to indicate whether any personal use of rental cars is permitted.  The company should establish clear policies and procedures to better ensure appropriate use of rental cars.
Finding 2:  The Recruiting Unit Manager did not provide adequate oversight of the Administrative Specialist’s use of rental cars.

The Recruiting Unit Manager approved invoices for rental cars without agreed-upon reimbursements from the Administrative Specialist, as well as rental cars that were not or may not have been necessary.  For example, the Recruiting Unit Manager approved the invoice for a vehicle that the Administrative Specialist rented exclusively for personal use from February 6-9.  This use of company resources was not consistent with the company’s Code of Ethics.  We also questioned whether it was necessary for the Administrative Specialist to rent a car for the career fair held at Seattle University from April 23-24, since public transportation was available.  The Recruiting Unit Manager should have assessed whether other transportation options were available before each career fair.

The Recruiting Unit Manager also did not ensure that the Administrative Specialist provided all agreed-upon reimbursements.  The Administrative Specialist reimbursed the company $126 for personal use of the rental vehicles.  The reimbursements only covered the daily rental rate and did not include any portion of the sales tax.  The Administrative Specialist did not provide all agreed-upon reimbursements.  Exhibit 1 below displays the personal use costs, reimbursements, and the remaining amount owed.

	EXHIBIT 1

Rental Car Personal Use Costs, Reimbursements, and Amount Owed

	
	Personal Use Days
	Cost for Personal Use 
	Reimbursements Made
	Remaining Amount Owed

	January 23-26
	0 days
	$0.00
	$0.00
	$0.00

	February 6-9
	3 days
	$149.06
	$42.00
	$107.06

	March 5-15
	4 days
	$132.50
	$84.00
	$48.50

	April 23-26
	1 day
	$49.69
	$0.00
	$49.69

	May 14-18
	2 days
	$95.83
	$0.00
	$95.83

	September 10-14
	1 day
	$47.91
	$0.00
	$47.91

	Totals
	11 days
	$474.99
	$126.00
	$348.99

	Sources:  Recruiting Unit Rental Car invoices and timesheets.


As a result, the company paid about $349 in costs associated with the Administrative Specialist’s personal use of the rental cars.

Finding 3:  Use of company vehicles would have been more cost-effective.  

We compared the potential costs of using a company vehicle to the rental car rates and determined that use of company vehicles would have been more cost-effective.  We estimated that the Recruiting Unit’s costs to use company vehicles would have been approximately $733.  By using company cars, the Recruiting Unit could have saved approximately $329.

Recommendations:  

1) The company should establish clear policies and procedures to better ensure appropriate use of rental cars.

2) The Recruiting Unit Manager should assess whether the Administrative Specialist needs a rental car well before each career fair.  The Recruiting Unit Manager and Administrative Specialist should consider the availability of other transportation options.

3) The Administrative Specialist should reimburse the company $349 to cover her personal use of rental vehicles.  

4) The Recruiting Unit staff should utilize company vehicles instead of rental cars whenever possible.

� Charges for the appropriately justified rental cars totaled $1,062.  This figure does not include charges for the car rented from February 6-9. 





