AUDIT PROGRAM

CAR RENTAL BUSINESS

By : Tanveer Zaidi <tzaidi@altayer.com>
	S.N.


	OBJECTIVE
	STEPS
	WP REF.
	INITIALS

	A.
	Car Status Tally 


	1. Obtain a copy of the Fixed Asset statement from the system.

2.  Obtain copy of the list of vehicles in stock from the Fleet Coordinator.

3. Trace the identification codes given to the cars mentioned in the lists to the system generated list and ensure that all the vehicles appearing in the Leased statement and the daily rental status report tallies with the Fixed Asset statement generated from the system. This will ensure that all the vehicles (fixed assets) are utilized in business activity and not misused or missing.

4. Reconcile the differences and discuss with the concerned for discrepancies noted. 

5. Physically verify all the vehicles appearing in the daily rental status report at all the locations / Branches. 


	
	

	B.
	Registration /Insurance of vehicles 
	1. Compare the registration cards physically available with the list of vehicles available with the Fleet Coordinator.  Highlight discrepancies if any and resolve with fleet coordinator.

2. Check for insurance validity of vehicles and timely renewal thereof.

3. Highlight cases where the registration is expired and not renewed within the allowable time frame.  Discuss with fleet coordinator.


	
	

	C.
	Workshop expense analysis 


	1. Generate a report for Vehicle-wise expense incurred on account of repair & maintenance.

2. Select vehicles for which high maintenance expenses are being incurred and check history of repairs for recurring work.

Highlight cases of recurring maintenance of same type and obtain explanation from the Operations Incharge / Fleet Coordinator.
	
	

	
	
	3. Check the frequency of tyres/ batteries replacement in each case.

4. Obtain list of approved garages / mechanics / auto dealer workshops from the Fleet Coordinator.

5. Check whether quotation file is updated with major expenses incurred. 

6. Highlight cases where major expenses have been incurred and quotations not obtained. 

7. Check whether LPOs have been raised on major expenses and the LPO numbers are noted down on the Quotations finalised. 


	
	

	D.
	Daily Rental Agreements
	1. Verify the rental agreements at random during the Audit period for all the locations / Branches.

2. Check the following basic details on the agreements :

· Rates are charged as per the currently authorised Tariff rates (get the renewed rate list, if any) and discounts are within the approved limits of the Schedule of Authorities.

· The Credit card authorisation was taken and the slip is attached to the rental agreement in case of all the customers.

· Valid Copies of all relevant documents like Passport (for foreigners), National ID (for locals) and Driving licence are taken and attached to the rental agreement.

· Address and Local telephone numbers are noted down on the agreement, if available.

· Details of Petrol (In) and (out) are properly noted down and any deviations are charged to the customers.

· Ensure that the driving license attached is not of handicapped driver, if so then ensure that proper insurance cover is available from insurance companies in such cases.

· The rental agreement has been signed by the customer.

· Vehicle’s condition checklists (In & out, both) are attached and properly filled. 

· Check whether damages by customer has been duly recovered, if not then who authorised it.

· Ensure that license is valid for more than 6 months and age of driver is more than 25 years and other requirements by the insurance companies are fulfilled.

	
	

	E
	Traffic Fines 

a. Payment   

    vouchers 

	1. While verifying the Bank payment vouchers check the details of the fines shown as expensed out in the traffic fine account.

2. Highlight cases where there has been a lapse on collection of details as mentioned in point D(2) above


	
	

	
	b. From Traffic

Fine

statements
	1. Generate as of date Traffic fine statement, location / branch wise.

2. Highlight the cases where the traffic fines have been paid but not charged to customer.

3. Obtain reasons for the same from the Sales Assistant. 


	
	

	F
	c. All Locations 


	1. Check on random basis (at the HO) the daily revenue statements are been sent by all the locations or not.

2. Ensure that the cash collection of a particular day is deposited on the next working day and bank deposit slips are attached to it.

3. Verify whether the ‘Z’ report of the day for credit card payments are attached and tally with the figures in the revenue statement.

4. Ensure that advances received from customers are properly accounted for and deposited into bank next / same day.

5. Ensure that all the rental agreements mentioned in the revenue statements have been closed and revenue tallies.

6. Check from the excel statement prepared by the fleet supervisor that the serial continuity of the rental agreements is maintained and any breaks are properly justified with hard copies of the same.
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	7. Pick the open / closed Rental agreements for one month (recent month, if possible) and check the serial continuity, match the Vehicles with daily status report and daily rental revenue statement from all locations, highlight any abnormalities.

8. See that all the revenue statements are checked by the Accountant on daily basis before depositing the cash collection into the bank.

9. Match the daily sales collection in the general journal  with the daily rental revenue statement and daily bank deposit slips and report any delays or difference in figures.


	
	

	
	d. At All 

    Locations 


	1. Take out the Current rental car status report and on a random basis select certain rental agreements to be verified.

2. Ensure that all the requirements as mentioned in Point D (2) are available along with the rental agreements.

3. Verify the petty cash maintained at the counters.


	
	

	F
	Lease billing 
	1. Obtain list of new Lease Agreements entered during the audit period.

2. Ensure that the date of start of the Lease agrees with date mentioned on delivery acknowledged note.

3. Review the new lease agreements to check if same have been signed by both parties, stamped, and trade licence copy is available.

4. Randomly check for 15 Lease Agreements if the invoices are being raised regularly as mentioned in the agreement.

5. In case of returns of vehicles verify that the inward check list is available and signed by both parties.

6. Verify the invoices raised for damages noted, if not available obtain reasons for the same.
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	7. In case of early return of vehicles (i.e. termination of lease), refer the clauses of early termination in the agreement and check whether the penalties have been invoiced to the client or not, if penalty is reduced/ waived then verify the authorisation for the same.

8. In case of replacement of vehicles ensure that replacement rental agreement is made and is on same terms as the original lease agreement.

9. Check that inward/outward checklists are also completed for replacement vehicle given to lease clients when their vehicles were in garage for maintenance / repairs.

	
	

	
	Sale of vehicles
	1. Obtain the list of vehicles sold during the audit period and check the following;

a. That offers / quotations were invited from various buyers, (at least three).

b. Copy of sales documents are in record, including the documents from traffic department.

2. Also ensure that at the time of sale if there is any payment made by the company on account of traffic fines and whether the same is absorbed or charged to customer.
	
	

	
	Debtors
	1. Obtain the debtors aging analysis and review the same for in excess of credit limits.  Highlight the same and obtain current status with Chief Accountant.

2. Obtain the inter company reconciliations (if vehicles were given on rent to sister companies) and review them, highlighting long outstanding / unsettled amounts and obtain reasons for the same. 
	
	

	
	Miscellaneous
	1. Ensure that for credit customers, credit approval forms are filled, trade license copies and other identification documents are obtained. Further, for corporate credit clients’ inquiry from banks are done.
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	2. Review status report with action taken on customer complaints.  Obtain reasons from concerned personnel for unresolved complaints.

3. Match the physical PDC’s on hand with the PDC on hand report from the system.  Highlight any discrepancies.

4. Verify the serial control of the manual receipt vouchers.  Obtain reasons for any break in serial continuity.  Ensure that the system receipt numbers are mentioned on the manual receipt voucher.
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