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Members of the Legidative Audit Committee:

This report contains the results of a performance audit of the Statewide Travel Management
Program within the Divison of Centrd Services a the Department of Personnd & Adminigration. The
audit was conducted pursuant to Section 2-3-103, C.R.S,, which authorizes the State Auditor to conduct
audits of al departments, indtitutions, and agencies of state government. Thereport presents our findings,
conclusions, and recommendations, and the responses of the Department of Personnd & Administration.
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STATE OF COLORADO
OFFICE OF THE STATE AUDITOR REPORT SUMMARY

JOANNE HILL, CPA
State Auditor

Statewide Travel Management Program
Department of Personnel & Administration
Performance Audit
December 2002

Authority, Purpose, and Scope

This performance audit of the Statewide Travel Management Program was conducted under the authority
of Section 2-3-103, C.R.S,, which authorizes the State Auditor to conduct audits of al departments,
inditutions, and agencies of state government. The audit was conducted in accordance with generdly
accepted government auditing standards.  Audit work was performed from January through September
2002.

This report contains findings and 13 recommendations for improvements that are needed in Statewide
Travel Management Program operations related to air travel, car rentals, travel card usage, program
funding, and statutory compliance. We would like to acknowledge the efforts and ass stance extended by
the management and gtaff of the Department of Personnel & Adminigtration during the course of thisaudit.
The following summary provides highlights of the comments contained in the report.

Overview

The Statewide Travel Management Program (Program), whichislocated inthe Divison of Centrd Services
withinthe Department of Personnel & Administration, isrequired by statute (Section 24-30-1118, C.R.S)
to coordinate and oversee travel for al state agencies and higher education ingtitutions. The Program
currently has two FTE and annua operating expenditures of about $160,000. The Program fulfills its
statutory mandate through saveral means, which include issuing rules, collecting deta, and negotiating
contracts with commercid travel vendors (e.g., credit card companies, travel agents, airlines, car renta
companies, and lodging vendors). All executive branch employees, with the exception of dected officids,
arerequired to follow Program rules and utilize Program agreements. Statutes do, however, dlow certain
exceptions to this requirement, primarily on the bass of cost considerations.

InFiscal Y ear 2002 the State spent about $50.4 million ontravel. About 73 percent of thisamount ($36.7
million) was spent by higher education inditutions. We beieve that substantid cost savings, as well as
modest revenue enhancements, can beredized from making certainimprovementsto theexisting Statewide
Travel Management Program. Specificaly, if implemented, the recommendations contained in this report
will result in an esimated annua cost savings of gpproximately $4.3 million and about $268,000 in
increased revenues. The following sections provide a summary explanation of our mgor findings and
recommendetions.

For further information on this report, contact the Office of the State Auditor at (303) 869-2800.
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Air Travd

The Program has negotiated price agreements for ar travel with three airlines and over 70 travel agents
across the State.  Program rules require state travelers to use gpproved travel agents and airline price
agreements unless cartain statutory exemption criteriaare met (e.g., travel services can be purchased a a
lower cost using a non-gpproved vendor). In recent years, the travel industry has undergone substantial
changes, whichincludethe advent of Internet-based travel vendors. Wefound that Satetravelerscan often
purchase airline tickets less expensively on the Internet than if they purchased tickets through a State-
approved travel agent. Specifically, our research showed that approximately $2.4 million could be saved
each year by dlowing date travelers the standing option of using the Internet to purchase arrline tickets.
As mentioned previoudy, satutes currently dlow state agencies and higher education inditutions to use
non-approved vendors to purchase airfare if cost savings are gpparent; however, Program rules do not
ddineate an approva and documentation process for date travelersto follow in these Situations.

The Program’s airline price agreements include provisons regarding unrestricted airfares. Unrestricted
arfares provide more flexibility to travelers by adlowing itinerary changes free-of-charge and by not
requiring advance purchase. Unredtricted arfares are, however, substantidly more expensve than
restricted airfaresand should not be purchased unless certain conditionsexist (e.g., anemployeemust travel
on short notice). During Fisca Year 2001 the State purchased about 6,100 unrestricted airline tickets.
We reviewed these purchases to identify how many were made within the advance purchase time limits
required for restricted tickets (i.e., 7 or 21days prior to departure). We found that about 2,100
unrestricted tickets (34 percent of the total) were purchased more than 21 days prior to departure and
another 2,200 unrestricted tickets (36 percent of the tota) were purchased more than 7 days prior to
departure. The excess cost associated with purchasing these ticketsinstead of advance restricted tickets
was nearly $1.1 million. Program rules do not currently limit the purchase of unrestricted airfares, nor do
they provide guidance regarding the Situations in which buying these tickets may be gppropriate.

The Program’ s contract with travel agentsincludesa$26 feefor each transaction an agent makes on behaf
of the State (e.g., purchase, exchange, or refund of an airlineticket). In March 2002 the transaction fee
was $11 but was raised as the result of a contract provision that alowed the increase should the airlines
cut their commissonsto travel agents. Using Fiscal Year 2002 data, we calculated that this fee increase
will cogt state agencies an additional $619,000 over the course of a fiscal year. Further, the $26
transaction fee is sgnificantly higher than the transaction fees assessed by three popular Internet-based
travel vendors (i.e., $0 or $5). Asareault, evenif an airfare offered through astate-approved travel agent
and an Internet Ste were exactly the same, the lower transaction fee assessed through the Internet would
make this airfare a better buy. State travelers need to be aware of the differences in transaction fees so
that they can make informed decisons when booking air travel arrangements. Negotiating more
competitive transaction feesin future contractswith travel agentsisaso needed to ensurethe State' stravel
expenditures are minimized.
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Car Rentals

The Program has negotiated contracts with three vendors to provide discounted car rentals to State
travelers. Using these vendors is mandatory unless statutory exemption criteria are met. Using State-
approved car rental vendors provides the State with severd benefits, including lower codts, automatic
liability insurance, and revenue sharing. We found that many dtate travelers are not using state-gpproved
car rental vendors even though it isbeneficid to do so. Using non-gpproved car rentd vendors resultsin
unnecessary expenditures of about $168,400 per year and loss of about $50,300 in incentive payments.
Improved compliance with existing Program rulesand vendor agreementsis necessary to reduce costsand
increase revenues in this area.

The State receives two types of automatic insurance protection when state travelers use their Diners Club
card to rent cars from state-gpproved vendors. It is important that state travelers are aware of these
exising benefits so that they do not purchase unnecessary insurance. Weestimatethat in Fisca Y ear 2002
state travelers spent at least $16,700 on unnecessary insurance at gpproved vendors. Although
circumstances may cal for the purchase of insurance (e.g., a Sate traveler is compelled to use a non-
approved vendor because no approved vendors are available), these situations should be the exception,
not therule. It isaso important that state travel ers are made aware of the Stuations in which purchasing
insurance is prudent so that the State is not exposed to unnecessary risks. Further education, monitoring,
and enforcement are needed to diminate unnecessary insurance expenditures and ensure thet the Stateis
adequately covered when State travelers are renting cars on official business.

Travel Card Management

The Program has contracted with Diners Club cards to provide travel card services to the State. Three
types of travel card accounts are currently available to state agencies and higher education indtitutions (i.e.,
centrdly billed or “ghost card” accounts, group event accounts, and individud travel card accounts). Tota
charges to these accounts during the period August 2001 to July 2002 were gpproximately $31.6 million.
The contract with Diners Club provides the State with revenue incentives for paying centraly billed
accounts promptly and achieving certain leves of transaction volume on individud travel card accounts.
We found that the early payment incentive agreement is not advantageous for the State. Thisis because
the State currently earns more interest revenue from holding its paymentsto Diners Club, which has a60-
day hilling cycle, than it would from paying early enough to earn maximum incentive payments (i.e., within
five days of hilling date). In Fiscd Year 2001, for example, the State lost about $115,800 in interest
revenues from paying its centraly billed accounts early (i.e., within 18 days of billing date, on average).
Better monitoring of interest rates and statewide travel card activity is needed so that state agencies and
higher education ingtitutions can time their payments to Diners Club to the State' s best advantage.

We dso found that the State is not maximizing the volume incentives it could receive from the Diners Club
agreement. Volume incentive payments are calculated on the basis of charge volume to individud trave
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card accounts. Wefound that the State has not received avolume incentive payment sincethe Diners Club
agreement was put into effect in 1996. Severd problems contribute to this Stuation, including the need for
improving compliancewith Program participation rules(i.e., rulesthat governwho should beissued atravel
card), increasing use of the travel card to pay for a greater portion of dl officid travel-related expenses,
and diminating persona use of the card. Although persond use of individud travel cards does not create
a date liahility, it is contributing to ddinquencies on these accounts, which negatively affect the State's
volume incentive payments. Improving enforcement and sanctioning employees who violate the persond
use policy, aswell asincreasing travel card issuance and usage, is needed to address these issues.

Program Funding and Statutory Compliance | ssues

The Program has severa revenue sources it uses to offset its annua operating costs of approximately
$160,000. These include revenue sharing agreements with state-gpproved travel agents, car rental
companies, and Diners Club. Despite these arrangements, the Program has consistently failed to cover its
costs, resulting in a cumulative operating loss of $94,300 since Fiscal Year 1995. Statutes require the
Program to charge its users the full cost of providing services. Consequently, operating deficits are
inconggtent with statutory mandates for self-sufficiency and, thus, should be diminated. Abolishing the
inefficient revenue sharing agreements with state-approved travel agents and replacing them with a direct
hilling system for user agencies would help the Program diminate its operating deficits and the other
inefficiencies that are inherent in the current funding arrangement. A direct billing system could be essily
implemented using travel expenditure data that are dready captured in the Colorado Financid Reporting
System (COFRS).

The Program is required by law to monitor the travel patterns and practices of state employeesin an effort
to identify cost savings. Throughout the audit it became gpparent that the Program needs to improve its
monitoring activitiesto ensurethat potential cost savingspossibilitiesareidentified inatimey and systematic
manner. Our findings of nearly $4.3 million in cost savings and about $268,000 in revenue enhancements
show that greater effort isneeded inthisarea. The Program needsto take severa steps—including making
better use of existing dataand indtituting more proactive and innovative monitoring gpproaches—to ensure
it meets its statutory mandate to continualy identify cost savings. We aso believe that the Department of
Personnel & Adminigtration should reevauate the useful ness of the existing Statewide Travel Management
Program as compared with dternative methods of managing travel-related expenses. Exigting Sate fisca
and procurement systems could perform the functions needed to meet the expressed legidative intent for
statewide oversight of travel-related expenses.

Our recommendations and the responses of the Department of Personnel & Administrationcan befound
in the Recommendation Locator.



RECOMMENDATION LOCATOR

Agency Addressed: Department of Personnel & Administration

Rec. Page Recommendation Agency | mplementation
No. No. Summary Response Date
1 18 Encourage the use of aternative purchasing methods for airfare. Agree March 31, 2003
2 20 Modify Statewide Travel Management Program rules to limit the purchase of Agree April 30, 2003
unrestricted airfares.
3 22 Educate state travel ers about transaction fees, and ensure that future agreements with Agree Ongoing
state-approved travel agents include competitive fees or eliminate these agreements
atogether.
4 27 Improve compliance with Statewide Travel Management Program requirements Agree Ongoing
regarding rental cars.
5 29 Eliminate unnecessary insurance costs associated with car rentals. Agree Ongoing
6 33 Monitor interest rates and statewide payment activity to identify and communicatethe Agree Ongoing
optimal strategy for timing payments to centrally billed travel card accounts.
7 34 Work with state agencies and higher education institutions to increase issuance and Agree Ongoing
usage of individual travel cardsfor official state business purposes.
8 37 Work with state agencies and higher education institutionsto improve enf orcement of Agree Ongoing
the personal use policy regarding individual travel cards.
9 39 Work with state agencies and higher education institutionsto improve enf orcement of Agree Ongoing

policies regarding cash advances on individual travel cards.




RECOMMENDATION LOCATOR

Agency Addressed: Department of Personnel & Administration

Rec. Page Recommendation Agency | mplementation
No. No. Summary Response Date
10 44 Modify existing funding approaches to comply with Section 24-30-1108, C.R.S,, Agree Ongoing
which requires full-cost pricing of Program services.
11 49 Ensure that the information contained in the Annual Report accurately representsthe Agree November 1, 2003
net cost savings accruing to the State from Program operations. Work with the
General Assembly to determineif the Annual Report should be continuedinitscurrent
form.
12 51 Improvemonitoring of stateempl oyeetravel patternsand practicestoidentify potential Agree Ongoing
cost savings opportunities and to enforce Statewide Travel Management Program
rules.
13 53 Evaluate aternativestothe Statewide Travel Management Program that achievefiscal Agree January 2004

accountability and maximizethe value of state travel expenditures without a separate,
formal program.




Description of the Statewide Travel
M anagement Program

Overview

The Statewide Travel Management Program (Program), which was indtituted in Fisca
Y ear 1994, ischarged with coordinating and overseeing state employeetrave for dl sate
agenciesand inditutions of higher education. The Generd Assembly declared in 1993 that
the creation of a statewide travel management program was needed to foster fiscal
accountability and bring significant financid savingsto the State. The Program islocated
in the Divison of Centrd Services within the Department of Personnd & Adminigtration
and currently hastwo FTE.

The Department of Personnel & Adminigtration has severd responsbilities under Section
24-30-1118, C.R.S,, with respect to the Program. Among other duties, it is required to:

Egtablish uniform reporting requirements and management controls for expenses
incurred by state employees who trave in furtherance of their officid Sate duties.

Develop amethod for evaluaing commercid travel vendors to identify the most
favorable rates and travel services for state employees.

Egtablish a uniform credit card system for dl direct billing and cash advances
related to state employee travel.

Monitor travel patterns and practices of state employees in an effort to identify
opportunities for cost savings.

Enter into contractswith commercid travel vendorsand credit card companiesas
necessary to carry out the Program.

Promulgate and enforce the rules and regulations necessary to carry out the
Program.

Submit awritten annua report evauating the progress of the Program.
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Program Revenues and Expenditures

Section 24-30-1108, C.R.S,, requires dl programs operated by the Divison of Centra
Servicesto cover their operating costsby charging appropriatefees. The Statewide Travel
Management Program currently receives revenues from three sources: (1) a$3 surcharge
onadl transactions made by state-gpproved travel agencies on behaf of user agencies, (2)
arevenue sharing agreement with selected car rental companies, and (3) arevenue sharing
agreement with the State’ stravel card vendor, DinersClub. Annud Program expenditures
have averaged about $132,000 since Fisca Year 1995. The mgority of the Program’s
annua expenditures are for persond services costs.

Thefollowing table shows revenue, expenditure, and profit/loss datafor the Program since
Fiscal Year 1995. Wewere unableto obtain profit/lossinformation for Fiscal Year 1994
because the Department did not separately account for Program operations until Fisca

Y ear 1995.
Statewide Travel Management Program
Revenues and Expenditures
Fiscal Years 19952002
1995 1996 1997 1998 1999 2000 2001 2002
Revenues $138840 | $110876 | $113697 | $92892 | $91,379 | $124960 | $122,771 | $168,7%4

Expenditures $152851 | $122,621 | $116,892 | $102364 | $138387 | $128058 | $137,198 | $160,122

Profit/(Loss) | ($14011) | ($11745) | (83195 | ($9472) | ($47,008) | ($3098) | ($14427) | $8672

Source: Division of Central Services Annual Reports and COFRS data.

The table shows that the Program has generdly operated at a deficit Snce its inception.
Thisissueis discussed in more detall in Chapter 4.

Program Components

The Program has seven main eements designed to help manage ate travel, gather
information, and provide savingsto the State. Theseinclude Program rules, thetravel card
system, the travel agent network, airline contracts, car rental contracts, hotel agreements,
and an advisory board. All executive branch employees, except dected officids, are
required to use the Program and its approved vendors. The Judicid and Legidative
Branches aso participate in the Program, although they are not required to do so. In
addition, dtatutes provide certain exceptions to the requirement for compliance by
executive branch employees. For example, non-gpproved commercid travel vendorscan
be used if they offer alower pricethan an approved vendor or if usng themwould facilitate
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ease of accessto the servicerequired. Inaddition, mandatory program requirements may
be suspended if the Department of Personnel & Adminidration determines that an
emergency Stuaion exists.

The State Fiscd Rules a so establish controls over both the type and the amount of travel-
related expenses for which state employees may be reimbursed. In generd, the Fisca
Rulesrequire dl trave to be for the benefit of the State and to be accomplished using the
most economica means available. The Fisca Rulesaso provide more detailed guidance
regarding travel authori zation procedures, documentation requirements, useof travel cards,
non-rembursable expenses, and limits on certain types of expenses (e.g., med
alowances).

A moredetailed explanation of the other componentsof the Statewide Travel Management
Program follows.

Travel Cards

The Program currently contracts with Diners Club to fulfill its statutory respongbilities for
establishing a uniform credit card system for use by state travelers. The Program reports
that a the end of Fisca Year 2002, there were gpproximately 15,000 Diners Club cards
issued to tateemployees. Therearethreetypesof travel card accountscurrently available
for use by state agencies and employees.

* Centrally Billed Accounts. These accounts are not assigned to individuds, but
rather to state agencies and higher education ingtitutions. Centrally billed accounts
are date-lisble and have a 60-day billing cycle. Airfares are the primary type of
travel-related purchases made through acentraly billed, or “ ghost card,” account.
Other travel-related services, such as car rentals, may aso be purchased through
acentraly billed account, athough thisis less common. Over the period August
2001 to July 2002, which isthe Diners Club program year, gpproximately $16.7
million was charged to these accounts.

* Group Event Accounts. These accounts are issued to state employeeswho are
routindy responsible for making hotel, meeting, or other group reservations for
events such as conferences. These accounts are aso billed directly to the State
and have a 60-day billing cycle. Over the period August 2001 to July 2002,
gpproximatedy $1.9 million was charged to these accounts,

* Individual Charge Card Accounts. These accounts are assigned to individua
state employees, who are persondly liable for the balance charged to the card.
According to Program rules, astate employee must obtain anindividual travel card
if he or she travels twice in-state, once out-of-state, or spends over $250 on
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travel in any oneyear. When these cards are used to pay for car rentals, Diners
Club provides collision insurance at no extra cost to the State. Over the period
August 2001 to July 2002, gpproximately $13 million was charged to these
accounts.

Diners Club aso tracks card usage information (e.g., transaction type, vendor, amount)
that can be used in determining how state agencies and employees spend travel dollars. It
should be noted that the contract with Diners Club is currently under review.

Travel Agents

Through abid process, the State has contracted with over 70 travel agents statewide to
provide servicesto state agencies and higher education inditutions. These servicesinclude
booking air travel through the centrally billed accounts and occasiondly making hotel and
car rentd reservations. Currently travel agents are the primary vendor from which sate
travelers can purchase air trangportation. During Fiscal Year 2002 the State purchased
approximately 41,295 airline tickets through state-approved travel agents at a total cost
of about $17.7 million.

Airlines

The State currently has contracts with United, Frontier, and Great Lakes Airlines to
provide discounted airfares to state travelers. These contracts include price agreements
for 181 city-pairs. A city-pair is defined as an origination and destination city, including
dl flight segments necessary to complete travel. The city-pair agreements were
established through an eva uation process that assessed anumber of factors, including the
avalability of nongtop routing and overnight stay requirements. United Airlines was the
chosen vendor for 86 percent of current city-pair agreements. Using these price
agreements is mandatory unless statutory exemption criteria are met.

Car Rental and L odging Agreements

The Program has contracts with Avis, Alamo, and Enterprise for discounted car renta
rates for state travelers. These are aso mandatory price agreements unless a traveler
meets the statutory exemption criteria. In addition to discounted rates, the car rental
contracts provide state travelers with automatic primary liability insurance.

The Program has d so negotiated over 220 lodging agreementsin-stateand nationdly. The
lodging agreements are permissive, meaning that State travelers are encouraged, but not
required, to use these vendors when traveling on state business,
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State Travel Council

The Program has gppointed a State Travel Council to assit it in developing statewide
travel policies. The Council is the Program’s advisory board and comprises various
stakeholders (e.g., representatives from state agencies, higher education ingtitutions, travel
agencies, and airlines, among others). The Council meets periodically to discuss recent
trendsin thetravel industry and solutionsto various problems. The Council isnot crested
in Statute.

Recent State Travel Spending Trends

Section24-30-202(26), C.R.S,, requiresthe State Controller’ sOfficeto prepare areport
each February that itemizes the travel expenses of each state department and higher
educationingitution. It should be noted that these reportsinclude data on travel spending
by state employees only; thereis aso asignificant amount of travel-related spending each
year by non-employees (e.g., student athletic teams). For example, non-employee travel
spending for Fisca Year 2002 was approximately $11.6 million. The following table
shows travel-related expenditures by state employees over the period Fiscal Year 1997
to Fiscd Year 2001. Thetablefurther delineates between spending by state agenciesand
higher education ingtitutions and by funding source.

State Employee Travel Spending by Funding Sour ce
Higher Education Institutions and State Agencies
Fiscal Years 1997-2001 (In Millions)

1997 1998 1999 2000 2001

Funding
Sour ce Hiaher State Hiaher State Hiaher State Hiaher State Hiaher State

Ed Agencie Ed Agencie Ed Agencie Ed Agencie Ed Agencie

s s s s S

Generdl | $4.1 | $3.7 | $44 | $43 || $49 | $53 || $51 | $52 | $65 | $5.1
Cash $133| $45 | $148| $5.0 || $16.0| $4.4 || $179| $5.8 | $199| $58
Federal $9.3 | $30 | $99 | $30 [ $105| $30 || $11.3| $3.2 | $125| $3.0
Subtotal* § $26.7 | $11.3 | $29.1 | $12.3 || $31.4 | $12.7 || $34.3 | $14.2 | $37.9 | $13.9
Grand
Total* $38.0 $41.4 $44.1 $48.5 $51.8

Source: State Controller’s Office Travel Expense Reports.
* Totals may not add due to rounding.
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Thetable showsthat higher education spendsfar moreon travel than state agencies. More
specifically, higher education accounted for about 70 percent of total statewide travel
gpending during the period shown. Trave-related expenditureswithin the higher education
systemare dso comparatively higher if total operating budgets are taken into account. For
ingtance, higher education comprised about 13 percent of the State's total operating
budget over the past fivefisca yearsbut, as mentioned previoudy, accounted for about 70
percent of tota statewide travel soending during that period. Thismay betheresult of the
heightened travel needs within the academic/research business environment in contrast to
the travel needs of the rest of state government.

At the time this audit was compl eted, the State Controller’ s Office was still compiling data
for theFiscal Y ear 2002 Travel Expense Report. Preliminary Fiscal Y ear 2002 datashow
that statewide travel expenditures by state employees totded nearly $51.2 million, which
was adecrease of 1.2 percent from Fiscal Y ear 2001 spending. Of thistotal, about $37.6
million was spent by higher education ingtitutions (73 percent) and the remaining $13.6
million was spent by state agencies (27 percent). The following table shows Statewide
Fiscal Y ear 2002 travel expendituresby type(i.e, in-state, out-of-state, internationa) and
gplit between higher education ingtitutions and State agencies:

State Employee Travel Spending by Type for
Higher Education I nstitutions and State Agencies

Fiscal Year 2002

Type Higher Education | State Agencies Total
In-State $8,550,000 $10238100 |  $18,788,100
% of Total 46% 54% 100%
Out-of-State $23,881,900 $3327,000 | $27,208,900
% of Total 83% 12% 100%
International $5,118,600 $58,000 $5,176,600
% of Total 9% 1% 100%
Total $37,550,500 $13,623,100 | $51,173,600

73% 27% 100%

Sour ce: State Controller’s Office and COFRS.

In February 2002 the Joint Budget Committee approved acommon policy for Fisca Y ear
2003 budget requests to reduce out-of -state travel by 25 percent over Fisca Year 2001
figures. Thispolicy appliesto al gate agencies and higher education inditutions with the
exception of those unable to reduce out-of-state travel due to specific business reasons
(e.g., out-of-gate travel is anecessary component of agency operations, such as the tax
auditing function of the Department of Revenue). The policy aso doesnot apply to travel
expenses paid from nonappropriated sources (e.g., federa grants).
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Air Travel
Chapter 1

Overview

The Program has negotiated price agreementswith three airlinesto meet the needs of sate
travelers. The current price agreements with United, Frontier, and Greet Lakes Airlines
were originaly approved in 1999. The agreements with United and Great Lakes are
effective through November 2003 and the agreement with Frontier is effective through
May 2003. The agreements establish a series of airfares for travel comprisng 181
different city-pairsin the United States and selected internationa destinations. Oneairline
was chosen to provide service for each city-pair requested by the Program on the basis
of overdl value and other factors such asflight frequencies. United Airlineswas avarded
86 percent (155) of the city-pairs. Great Lakes obtained 9 percent (17 city-pairs), and
Frontier Airlines captured the remaining 5 percent (9 city-pairs). Four categories of fares
are aso outlined by the agreements. unrestricted fares and three categories of restricted
fares, which are established on the basis of advance purchase requirements of 7, 14, and
21 days. Redricted airfares are typicaly less expensive than unrestricted airfares but
require advance purchase. Further, the airlines may charge fees of up to $75 under the
current contracts to cancel or make changes to restricted tickets. Changes made to
unredtricted tickets are usudly free of arline fees. The following table shows the basic
contracted airfares currently offered by the State' s three vendors.

Contracted Airfares Offered by State-Approved Vendors
(as of September 2002)
Unrestricted Restricted
Airline 7-Day 14-Day 21-Day
No Minimum Advance Advance Advance
Advance Purchase Purchase Purchase
Purchase
United X X* X*
Frontier X X
Great Lakes X X X
Sour ce: Statewide Travel Management Program.
* Saturday night stay required.
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The State’ s agreements for restricted airfares are capacity-controlled, meaning that the
arlines can limit the number of seats they offer for these fares. The unredtricted airfares
under the agreements are not capacity-controlled. Overdl, thismeansthat astatetraveler
is not necessarily guaranteed a seat at the contracted fare unless an unredtricted ticket is
purchased.

Currently statutes and Program rules require state travelers to purchase airfare through
state-gpproved travel agents and charge related expenditures to a centraly billed Diners
Club account. Aswith dl travel-related services coordinated by the Program, however,
sate travelers may use non-approved vendors and/or pay for travel-related expenses
through other means if certain criteria are met (e.g., a traveler can obtain an arfare
avalable to the generd public that is less expensve than the State's contracted airfare
price). The Department reports that total statewide expenditures for air travel arranged
through state-approved travel agents were gpproximately $17.7 million for Fisca Year
2002. Thisfigureincludesthe cost of airfareand varioustransactionfees(e.g., travel agent
transaction fees and airline ticket change fees). InFiscal Y ear 2002 the State purchased
41,295 arline tickets.

We edimate that the State could save more than $4.1 million annudly from modifying
program components related to the purchase of airline tickets. The following sections
describe our findings in more detail.

Use of Non-Approved Travel Vendors

The purchase of travel services through the Internet has increased dramatically in recent
years and has spawned a proliferation of travel-related Web stes. Severa of the most
popular stes operate in a gmilar fashion; i.e, dlowing individuds to input desired trave
dates and timesinto a search engine, which generates a series of flight options and prices.
Travelers may search flight information using various criteria including cost, number of
connections, time of day, length of flights, and specific carriers. When the traveler has
found a suitable option, he or she may use a credit card to book the reservation online.
Many Web sites also offer apassenger profiling feature that allows travelersto enter and
save various data on ther travel preferences (e.g., seet assgnments, med options, and
persona billing information). Findly, some Web stes dlow a traveler to dectronicaly
monitor theairfarefor aparticular itinerary so that he or sheisautometicaly notified of fare
sdes or other offers asthey arise.

During our audit we received comments from many state employees who wished to use
the Internet to purchaseairlinetickets. Employeescited potentia cost savingsastheir main
reason for wanting this option, but believed that using the Internet to purchase airfare was
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prohibited by state law and Statewide Travel Management Program rules. In fact,
however, both state statutes and Program rulesdo alow the use of the Internet to purchase
arline tickets, especially in cases where cost savings are gpparent. As noted previoudly,
Section 24-30-1118(3)(e), C.R.S., directs state employees to utilize only those
commercid travel vendors that have been approved by the Department of Personnd &
Adminigration. Commercid travel vendor is defined in datute as “a commercia entity
engaging in the provision of travel-rdated services,” which would include state-gpproved
travel agents and the State’s contracted airline vendors. What appears to be largely
unknown by dtate travelersis that this statute also dlows the Department to authorize the
use of non-gpproved commercia travel vendors (which would include travel-related
Internet booking sites) should any of the following Stuations exist:

C A non-approved travel vendor offers alower price for the service required than
an approved vendor.

C Useof an gpproved vendor would result in additional cogt to the State.

C The Department of Personnd & Adminigtration determines that an emergency
gtuation exigts.

C Useof anon-gpproved commercid travel vendor would facilitate ease of access
to the service required. (Statutes set forth specific reimbursement limitations for
date travdersin this Stuation.)

Neither gate statute nor Program rules clearly delineate a process for state travelers to
follow should they wish to obtain authorization to use a non-approved travel vendor for
any of the reasons cited above, including Stuations where purchasing arfare over the
Internet would result in cost savings. What is clear, however, is that the State would
benefit greetly from alowing Sate travelers more flexibility in this area

Potential Cost Savings Resulting From Flexible
Purchasing Methods

Our audit work showed that dlowing Sate travelers the standing option of purchasing
arfarethrough the Internet will result in Sgnificant cost savingsfor the State. We contacted
12 other gtates and found that some aready routingly dlow their employees to use the
Internet to purchase airline tickets (e.g., Wyoming, Minnesota, and North Carolina).
Further, Kansas recently made the statewide contract for travel agency management
sarvices optiond for its employees in light of the competitive pricing now available from
online booking tools and on a direct bass from some airlines. In addition, Illinois
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encourages state employeesto use avariety of booking methodsto ensure that the lowest
possible airfareisobtained. Thiscan includetravel agencies, direct ticket purchases from
an airline, or Internet ticket purchases.

We compared airfares available on three popular Internet Web sites with the airfares
avalable through state-approved travel agents. Our anadlysis included about 400
comparison scenarios; was performed over a four-month period to account for price
fluctuations; utilized the current top 10 air destinations for state travelers; matched travel
dates and used consstent flight times, and included the cost of dl appropriate taxes,
surcharges, and fees. Wea so reviewed price differenceswith and without a Saturday night
stay because state contract rates may vary according to this factor.

Overdl, wefound that the State could potentialy save more than $2.4 million per yeer if
it dlowed state travel ersthe standing option of purchasing airfarethrough the Internet. This
is because lower airfares can be found on the Internet about 62 percent of the time,
according to our research. The largest part of this savings comes from using the Internet
to purchase airfare when no Saturday night stay is involved. We found that, in these
Stuations, an airline ticket purchased through astate-approved travel agent cost $377 on
average, whereas acomparable airline ticket purchased viathe Internet cost $302. We
believe that encouraging use of the Internet to purchase airfare is further justified because
of the investment that the State has dready made in providing Internet technology to
virtudly al of sate government. The results of our analysis are shown in the following
table:

Cost Savings Resulting From Lower Internet Airfares
Compared With Airfares Through State-Approved Travel Agents

Average Difference Between Travel Agent and

Internet Ticket Price $59
Number of Tickets Purchased (Fiscal Year 2002) 41,295
Annual Potential Savings $2,436,405

Source: Office of the State Auditor analysis.

We are not recommending that state travelers use the Internet as their sole means of
purchasing airline tickets, because the airfares available through state-approved travel
agents are sometimes lower. For example, our research showed that in May 2002 a
round-trip ticket to Grand Junction cost $176 through astate-gpproved travel agent, while
the sameflight cost $322 through apopular Internet Ste. Weaso found that airlinetickets
purchased through travel agentsfor tripsthat include a Saturday night stay are, on average,
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less expensive than the same ticket purchased on the Internet. Specifically, our research
showsthat state travel ers can save an average of $17 per purchaseif they buy thesetickets
through atravel agent instead of through the Internet. Thisis because the price agreement
that the Program has negotiated with the airlines is advantageous when a Saturday night
stay is required to conduct state business. Buying an airfare with a Saturday night stay
requirement may gill not be the most cost-effective approach for a state traveler if he or
she stays an additiond night merely to obtain alower-priced airfare. State travelers may
incur additional costsfor hotel, per diem, and car rental chargesasaresult of the Saturday
night stay requirement. Consequently, these added costs should be taken into account
when date travelers are making travel arrangements.

Although the potentia for cost savingsis substantia, certain negative consequences could
aso result from alowing Sate travelers to deviate from the current practice of using only
approved travel vendors for most airfare purchases. For example, changes in this area
could result inrevenuelossesfor state-approved travel agentsand may weaken the State’ s
bargaining pogtion in negotiating future contracts with the airlines. In addition, Sate
travelers cannot currently use acentrdly billed Diners Club card to book air travel through
an Internet site. Diners Club collects avariety of information from the transactions made
ontheseaccountsthat the Statewide Travel Management Program can useto analyze Sate
employee trave patterns. These data would not be as complete as they currently are if
more state travel ers used dternative purchasing methods. The Program could utilize other
data collection methods, however, to compensate for the loss of data from Diners Club.
For example, state agenciesand higher education institutions coul d be encouraged to make
better use of the object coding capabilities of COFRS or other stand-aone accounting
systemsto captureairfare expenseinformation, or other typesof travel-rel ated expenditure
data, in more detail. Asnoted in Chapter 2, COFRS data related to car rental expenses
could aso beimproved, so enhancementsin thisareamight be beneficia for other reasons.
Alternate datacollection methods certainly woul d not be prohibitively expensive compared
with over $2.4 millionin potentid savingsfrom encouraging state travel ersto purchase the
most cost-effective airfares available regardless of the vendor.

As dated previoudy, statutes give the Department of Personnd & Adminigtration the
authority to grant State agencies and higher education ingtitutions permission to use non-
approved travel vendors, but Program rules do not specify how this should be
accomplished. In the past, the Program has granted “waivers’ to use the Internet to
purchase airline tickets if certain conditions exis. Waivers are currently in place for two
higher education ingtitutions (Fort Lewis College and the University of Colorado). Under
the waivers, theseindtitutions can purchase airlineticketsviathe Internet instead of through
a dtate-approved travel agent if the Internet ticket priceis lower by acertain amount (i.e.,
$100 for Fort Lewis College and $50 for the University of Colorado). The waivers aso
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require the employee to provide the travel agent with the exact itinerary used on the
Internet to determine if the agent can match the price.

We bdievethat the use of waivers, especidly oneswith variable and arbitrary cost savings
thresholds, is not the most efficient and effective method for granting state agencies and
higher education ingtitutions permission to use non-agpproved travel vendors to purchase
arfare. State agencies and higher education ingtitutions should be able to use non-
approved vendors a their own discretion if any documented cost savings are apparent.
Documentation reguirements should not be [abor-intensive but should clearly evidencethe
cost savings achieved from using a particular purchase option (e.g., dated price quotes
fromthe various vendors used in the comparison). The Department should aso work with
state agencies and higher education inditutionsto develop waysto accurately track airfare
and other typesof travel-related expenditures, regardless of the payment method involved.
This will help ensure that quality travel expenditure data are maintained even if the State
changesits purchasing methods. Findly, Department staff need to communicate with user
agenciesthrough training and other means so that State travel ersare aware of any resulting
Program changes.

Recommendation No. 1:

The Department of Personnel & Adminigtration should reduce state expenditures for
arfare by encouraging the use of dternative purchasng methods when cost savings are
gpparent. This should include:

a. Ddinesting a process in Statewide Travel Management Program rules for state
travelers to follow when it appears that using a non-gpproved travel vendor will
be more cost-effective than using an approved vendor. This process should
ensure that date agencies and higher education indtitutions sufficiently document
their cost-comparison activities.

b. Working with state agencies and higher education inditutions to develop waysto
better track airfare and other types of travel-related expenditures.

c. Communicating any resulting program changes to state agencies and higher
education indtitutions through training and other appropriate means.

Department of Personndl & Administration Response;

Agree. The Department of Personnd & Administration, working through the
Statewide Travel Management Program, has set a new Statewide policy that
alows the purchase of Internet airfares. This policy outlines a process to follow
in making Internet airfare purchases, details savings caculations, requires use of
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the State travel payment system, and establishes a tracking mechanism to assure
the most economicd airfare was secured, and the travel management data were
captured.

I naddition, the Department will supplement traditiond travel agency serviceswith
Internet ticketing access through software such as FareQuest. The FareQuest
software dlows travel agencies to buy via the Internet on behaf of the traveler.
Currently, half of dl authorized agencies have FareQuest in place. The Statewide
Travel Management Program will require dl travel agencies to use FareQuest, a
requirement that will provide for data collection from a centra point since the
software includes a corporate reporting tool.

Also, the Department will develop accessto new Internet servicesfrom providers
such as Orbitz and Expedia for state agencies and their travelers that offer cost-
effective, Internet booking engines that integrate state contract airfares and that
provide the Statewide Travel Management Program with extensive trave
management data.

Implementation Date: March 31, 2003.

Unrestricted Airfares

As mentioned previoudy, the Program has gpproved agreements with three airlines that
include provisions regarding unrestricted airfares.  Unredtricted airline tickets can be
purchased a any time before travel, but are especialy useful for short-notice trips (i.e,
travel arrangements made less than seven days before departure). One benefit of
purchasing an unrestricted ticket through the state price agreement is the ability to make
itinerary changes without paying airline change fees, dthough making changes to an
unrestricted ticket through astate-approved travel agent would still incur a$26 transaction
fee. Thisfeeisincluded in the Program’s agreements with state-approved travel agents
and is applicable to any transaction made through one of these agents (e.g., booking,
changing, or cancelling air travel arrangements).

Fisca Y ear 2002 dataon unrestricted airfare purchaseswere unavailable a thetime of our
audit. InFisca Year 2001 the State purchased approximately 6,100 unrestricted tickets
at an average cost of $532, for atota cost of about $3.2 million. Unrestricted ticket
purchases represented about 15 percent of al tickets purchased through centrdly billed
Diners Club accountsin Fisca Year 2001 (atotal of approximately 41,500 tickets).

The State’ s agreements with the airlines for unredtricted airfares are advantageous in that
they provide substantia discounts when compared with the unrestricted airfares available
to the general public. Due to the increased cost associated with unrestricted airfares
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compared with restricted airfares, however, we believe that the purchase of unrestricted
ticketsshould belimited. Further, it appearsthat many of the unrestricted airfares currently
being purchased by dtate travelers are not the result of short-notice travel, leading us to
guestion the necessity of purchasing these tickets instead of less codtly restricted tickets.
We reviewed the unredtricted airfares purchased in Fiscal Y ear 2001 and found that about
34 percent (2,100) were bought morethan 21 daysin advance of departure. Theaverage
difference between the price of an unrestricted ticket and a 21-day advance restricted
ticket was $268 in Fiscd Year 2001. Therefore, the excess cost associated with
purchasing these 2,100 unredtricted tickets when restricted tickets could have been
purchased was about $562,800. Another 2,200 unrestricted tickets (36 percent of the
total unrestricted ticket purchasesin Fiscal Y ear 2001) were purchased more than seven
days prior to departure. The price difference between a seven-day advance restricted
ticket and an unrestricted ticket was $225 for Fiscal Y ear 2001. If the seven-day advance
restricted tickets had been purchased in these cases ingtead of unrestricted tickets, the
State would have saved another $495,000.

There are some Situations where an unregtricted ticket may be the less expensive option
for agtate traveler. For example, Satetravelers may purchase unrestricted ticketsif they
have no choice but to purchase airfare less than seven days prior to departure or when
they know their itinerary may change. In the latter case, buying an unrestricted ticket
would diminate the airline change fee (most airlines charge around $100 to change or
cancd a redtricted ticket). State travelers should be aware, however, that the price
difference between aredtricted and unrestricted ticket (over $200 in most cases) may il
make the restricted ticket a more cost-effective choice even if itinerary changes are
needed. Dueto reporting and datainadequacies, we were unable to determine how many
of the 6,100 unrestricted tickets purchased in Fiscal Year 2001 required an itinerary
change or cancdllation.

Program rulesdo not currently addressthe issue of unrestricted airfare purchases by state
travders. Modifying the rulesto limit the cases in which these airfares may be purchased
would result in significant cost savings for the State. For example, Utah prohibits its
employees from buying unrestricted airfares unless it is the least expensive dterndtive.
Colorado state government could adopt a smilar policy, thereby reducing airfare costs
statewide.

Recommendation No. 2:

The Department of Personnel & Adminigtration should modify the Statewide Travel
Management Program rulesto limit the purchase of unrestricted airfares by state travelers.
Rules should include detalled guidance regarding when purchasing unrestricted fares is
gppropriate (e.g., an unrestricted airfare is the most cost-effective choice).
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Department of Personnel & Administration Response:

Agree. The Depatment of Personnd & Adminigration, through the Statewide
Travel Management Program, will provide additiond guidelinesto state agencies
on the appropriate use of restricted and unrestricted airfares. The Program will
encourage dtate agencies to purchase redtricted airfares to the greatest extent
possible. Attimesit may beinthe best interest of the state agency to purchasean
unredtricted airfare. The travel management guiddineswill asss sate agenciesin
ng the advantages of when to purchase restricted airfares. New limitations
imposed by airlines make changes to the redtricted airfares of mgjor carriers far
lessflexible for travelersand the vaue of the restricted airfares now expireson the
day of travel for these fares unless changed to specific dates in the future,

Implementation Date: April 30, 2003.

Agreements With Travel Agents

Section24-30-1118(3)(c), C.R.S,, directsthe Department of Personnel & Administration
to maintain and make available a current list of gpproved commercia travel vendors
authorized for useby satetravelers. To comply with thismandate, the Program entersinto
agreementswith travel agents, airlines, and car renta companies, among other entities. As
stated previoudy, the Program currently has agreements with three airlines and over 70
travel agentsto provide servicesto date travelers.

As part of their agreement with the State, state-approved travel agents charge a $26
transaction fee each time they book, change, or cancd travel arrangements for state
travelers. Of thisamount, $3 is returned to the Statewide Travel Management Program
to help offset itsoperating cogts. (Program funding issues are discussed further in Chapter
4.) Until March2002 the transaction feewasonly $11, but increased to $26 astheresult
of acontract provison that allowed afeeincrease in the event that the airlines reduced or
cancelled their commissions to travel agents. Using Fiscd Year 2002 ticket volume
(41,295 tickets), we estimated that this fee increase will result in more than $619,000 in
additional travel codts to state agencies and higher education ingtitutions over the course
of afiscal year. Further, this figure includes only the transaction fees associated with
initially booking air travel, not the fees associated with changes or cancdllations. If these
transactions were included, costs would increase even further.

The $26 transaction fee that the Stateis currently paying travel agentsissgnificantly higher
than the transaction fee assessed through three popular travel-related Internet sites (i.e.,
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$0 or $5). Asaresult, evenif an airfare offered through astate-approved travel agent and
an Internet site were exactly the same, the lower fees assessed through an Internet site
would makeit abetter buy. Other tates have aso struggled with the issue of how to ded
withhightransaction feesat travel agencies. At least one state (Kansas) recently madethe
use of travel agents optiond becausetheir high transaction fees (i.e., $27-$30) meant that
agents were not necessarily the most cost-effective means for purchasing airfare. As
discussed previoudy inthischapter, wea so believethat using state-gpproved travel agents
should be optiond in cases where using another vendor is more cost-effective. The
Department should make state travelersaware of the differencesin transaction feesamong
vendors s0 that employees can make informed decisons when booking air travel
arangements.  In addition, when negotiating future contracts with travel agents, the
Department should ensure that transaction fees are as comptitive as possible or diminate
these agreements altogether.

Recommendation No. 3:

The Department of Personnd & Adminigration should educate state travelers about the
differences in transaction fees among air travel vendors and ensure that future contracts
with travel agentsincude the most comptitive transaction fees possible or diminatethese
agreements atogether.

Department of Personnel & Administration Response:

Agree. The Department of Personnd & Adminigration, through the Statewide
Travel Management Program, will continue effortsto ensurethe State receivesthe
most vaue for travel expenditures, including booking transaction fees. The
Program believes that current transaction fees negotiated with travel agencies
represent agood valuefor the State given therich dataprovided by thesevendors.
These data are not available via Internet transactions.

The Statewide Travel Management Program will seek Internet-based travel
agency sarvices and will promote exigting travel agency-mounted automated
booking systems to reduce per transaction costs. Some Statetravel agencies now
offer an Internet-based automated booking system. These systems offer reduced
transaction cogts and retain the benefit of rich travel data. The Statewide Travel
Management Program will make every effort to promote these systems.

Implementation Date: Ongoing.
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Car Rentals
Chapter 2

Overview

The Statewide Travel Management Program has entered into contracts with three car
renta vendors to obtain favorable rates and service packagesfor state travelers. Statutes
and Program rules require State travelers to use these vendors unless specific statutory
exemption criteriaare met. The Program contracted with Avis Rent-A-Car and Alamo
Car Rentd in July 2000 for coverage through June 2003. The Program aso contracted
with Enterprise Leasing Company asasecondary coverage vendor intheevent that Alamo
and Avis do not offer service a a specific location. The Enterprise contract was signed
July 2001 for coverage through June 2003. Approved vendorsare required to accept the
State' stravel credit card (i.e., Diners Club) for payment.

The main benefit of the current contracts with car rental companiesisthat Sete travelers
can obtain lower rental prices with these vendors. Since Fisca Year 2000, the average
car rentd transaction for state travelers who used Diners Club totaled $161 at approved
vendors and $179 at non-approved vendors, for a savings of $18 (11 percent) per
transaction. Approved car renta vendors aso provide state travelers with two types of
automatic liability insurance as part of each rental contract: (1) bodily injury or desth
coverage up to $150,000/person and $600,000/accident, and (2) property damage
coverage up to $150,000/accident. In addition, if astate traveler uses Diners Club to pay
for acar renta, Diners Club automaticaly provides collison insurance up to the full value
of thevehicle.

As noted in the Description, most state employees are required to use the Diners Club
card when traveling on officid gate business. One benefit of this requirement isthat when
a date traveler uses Diners Club to rent a car, data on the transaction are captured in a
database. However, Satetravelersdo not dwaysusethe Diners Club card when traveling
or renting cars. This causes the Diners Club data on car rental expenditures to be
incomplete. For example, the Program stated inits Fisca Y ear 2001 Annua Report that
car rentd dollarscharged to Diners Club totaled $1.5 million. Using variousdataincluding
government-sector travel industry expenditure figures, however, the Program estimated
that total car rental expenditures in Fiscal Year 2001 were probably closer to $3.25
million.
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The State contractsfor car rental services dso include revenue sharing provisons. These
provisions require approved vendors to pay the Program 4 percent of the totd revenues
they earn on dtate travel, minus certain costs like tax and insurance, on a quarterly basis.
The revenue generated from this arrangement, which is currently lower than it could be,
offsets some of the Program’ s operating costs (about $33,600 per year over thelast three
fiscd years).

During the audit we identified severd areas for improvement regarding car rentas made
by satetravelers. Theseinclude opportunitiesfor the Program to reduce state expenditures
by enforcing requirements for State travelers to use approved car rentd vendors and
prohibiting the purchase of car rental insurance. Increasing the use of approved car rental
vendorswill asoincreasethefunding that the Program recel vesthrough itsrevenue sharing
agreements. Improving compliance with requirements for Sate travelers to use Diners
Club when renting carswill provide certain additiond benefitsfor the State. Asexplained
in greater detail below, addressing these issues will result in gpproximately $185,000 per
year in cost savings and an additiona $50,300 in increased revenues.

Use of Approved Vendors

Unlike the area of air travel, we found that consistent use of approved car rental vendors
resultsin cost savings for the State. As stated previoudy, our andysis showed that State
travelers who use approved vendors actually save about 11 percent on each renta
transaction. Further, when we compared the rentd rates available from state-gpproved
vendors with those available from various vendors on the Internet, we found that Sate
contract rateswere either lower or within afew dollarsof Internet prices. Thiscomparison
comprised five commonly used rental |ocations within Colorado.

We commend the Program for negotiating acontract with car rental vendorsthat hasbeen
advantageous for the State. Currently, however, date travelers routindy use non-
approved vendorsto rent cars, which resultsin unnecessarily high travel expenditures and
a0 reduces the funding that the Program receives from its revenue sharing agreements.
Inaddition, wefound that state travelersare not routingly usng Diners Club to pay for their
rental cars. Using other payment methods eliminates the automati c insurance benefits that
travelers can recelve and negatively affects volume incentives that the State gets from its
agreement with Diners Club (discussed further in Chapter 3).

To determine how widespread noncomplianceisregarding the use of approved car renta
vendors, we andyzed Fisca Year 2001 Diners Club data and found that State travelers
using Diners Club to rent a car patronized non-gpproved vendors 22 percent of the time
(i.e., inabout 1,990 of 9,170 transactions). To identify additional cases of noncompliance
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when Diners Club may not have been used, wereviewed asampleof 25 Fiscal Y ear 2002
employee travel expense reimbursement requests that included car rentals. Our sample
comprised seven gtate agencies and higher education ingtitutions. This review gpproach
was necessary because car rental charges are commonly paid as part of an employee
travel expense reimbursement request rather than directly to avendor. Further, COFRS
does not separately track car rentd expenditures, so summary-level data on car rental
expenditures are not available. Wefound that state travelers used non-approved vendors
in 13 of the 25 casesin our sample (52 percent).

We adso reviewed various information to determine how frequently date travelers use a
payment method other than Diners Club to rent acar. As mentioned previoudy, when
state travelers do not use Diners Club for their car rentals, they forgo automatic insurance
coverage and negatively affect the incentives that the State receives from Diners Club
transaction volume. We reviewed transaction data representing about 12 percent of the
total car rentals made through one state-gpproved vendor (Alamo) over the period Fiscal
Y ear 2000 through Fiscd Y ear 2002. Our review showed that statetravelersused Diners
Club to pay for their car rentals at that vendor an average of only 25 percent of thetime.
In addition, our review of 25 Fisca Year 2002 employee travel expense reimbursement
requests that included car rentals showed that Diners Club was used in only 11 of the 25
cases (44 percent). Because of the expenditure data gaps explained previoudy, we had
to use various information (e.g., Program Annua Reports, actual Diners Club expense
records, and the State Controller's Annua Travel Expense Report) to estimate total
statewide car renta expenses not paid through Diners Club. Our andysis of this
informationfor Fisca Y ears 2000-2002 showed that about 50 percent of these expenses
are pad through other means. Our andysisis shown in the following table:



26

Statewide Travel Management Program Performance Audit - December 2002

Statewide Car Rental Expenditures Through Diners Club
Compared With Estimated Total Car Rental Expenditures
Fiscal Y ears 2000-2002

2000 2001 2002
Egtimated Totd Car Rental
Expenses $3,035,600 | $3,251,500 | $3,155,800
Actud Car Renta Expenditures
Through Diners Club $1,522,300 | $1,537,400 | $1,594,500
Difference $1,513,300 | $1,714,100 | $1,561,300

Sour ce: Office of the State Auditor analysis of data from the Statewide Travel Management
Prog_jram, Diners Club, the State Controller’ s Office, and COFRS.

In summary, our various andyses show that there is subgtantid noncompliance with the
requirement for state travel ers both to use gpproved car rental vendors and to utilize their
Diners Club card when paying for these transactions. As a result of these findings, we
edtimated the cost associated with using non-gpproved car rental companies in terms of
excessexpenditures. Thisandysstakesinto account the 11 percent savingsthat wefound
the State receivesfrom using gpproved vendors. Overdl, we estimated that the State pays
amogt $168,400 more than it should each year when sate travelers do not utilize
approved car rental vendors. Findly, we estimated the revenue that the State has lost
from its revenue sharing agreements with car rental vendors because Sate travelers are
using non-approved vendors. We determined that the State forgoes about $50,300 per
year inlost revenue share paymentswhen state travel ers patroni ze non-gpproved car rental
vendors,

The Program has negotiated agreements with both car rental companies and Diners Club
that provide real benefits for the State in terms of cost savings, increased revenues, and
enhanced insurance coverage. As aresult, complying with these agreementsisimportant.
Low availability of approved vendors does not appear to be the main reason for
noncompliance. Using Diners Club car rental data for Fisca Year 2001, we reviewed
approved vendor availability at 10 domestic Sate traveler destinations where a non-
approved car rentd vendor was used. We found that in each of these 10 destinations,
there was at least one approved vendor available.

To determine why State travelers are not complying with program reguirements regarding
car rentals, the Department needsto improveitsmonitoring gpproachesto identify problem
areas and then work with state agencies and higher education indtitutions to improve
compliance. As mentioned previoudy, Diners Club maintains various data that staff can
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useto achieve thisend. Further, as discussed in Chapter 1, Department staff, working
with gtate agencies and higher education inditutions, should improve travel-related
expenditure tracking so that these data can aso be used to identify problem areas
regarding car rentals. Better communication is dso needed to ensure that state travelers
areinformed of the benefits of usng approved car rental vendors and utilizing Diners Club
to pay for these services. Working with agency controllers, using email, placing recurring
advertisements in Stateline, and utilizing Smilar gpproaches will hdp improve
communication on these issues.

Recommendation No. 4:

The Department of Personndl & Administration should reduce statewide travel costs and
increase funding generated from revenue sharing agreements by working with state
agencies and higher education inditutions to improve employee compliance with
requirements to use approved vendors and Diners Club when renting cars. This should
include improved data collection and monitoring to identify problem areas and increased
communication with state travelers regarding program requirements.

Department of Personndl & Administration Response;

Agree. Asrecognized by the auditors, ultimate responghbility for enforcement of
many of the travel management rules resides with the department controllers.
Correspondingly, the Statewide Travel Management Program has directed
educationa outreach efforts to the department controllers as well as department
travel management representatives to improve compliance with travel rules. The
Program will adopt these recommendations and redouble its existing efforts to
work with department controllers to gain grester compliance with rental car and
travel card contract provisions and benefits.

Implementation Date: Ongoing.

| nsurance Char ges

Asmentioned previoudy, two types of autometic insurance (i.e,, liability and collison) are
available to sate travelers who use Diners Club to rent cars from approved vendors. It
isimportant that state travelers are made aware of exigting insurance benefits so that they
do not purchase unnecessary insurancewhen renting acar. Conversdly, itisasoimportant
that state travelers know when and what type of insurance to buy should circumstances
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dictate that such apurchaseiswarranted. The following table showsthe various scenarios
that a state traveler may encounter when renting a car for officia state business.

State Traveler Car Rental | nsurance Purchase Scenarios I
Scenario 1: Scenario 2; Scenario 3; Scenario 4: Non-

Type of Approved Non-Approved | Approved Vendor | Approved Vendor
Insurance Vendor & Vendor & & Alternative & Alternative
Coverage DinersClub DinersClub Payment Method | Payment Method
Collison no no yes yes
Liability no yes no yes
Source: Office of the State Auditor Andysis.

Optimdly, dl sate travelers should be faced with Scenario 1 (i.e, they are using both an
approved vendor and Diners Club). Inthis case, thetraveler automaticaly receives both
collison and liability coverage for the rentd car, and no additiond insurance purchase is
needed. Occasionaly, however, a date traveler may be faced with one of the other
scenarios (e.g., an approved vendor is not available and/or he or she has not been issued
aDiners Club card). It should be noted that these scenarios can generdly be avoided if
state agenciesand higher educationingtitutionscomply with Program rulesregarding Diners
Club card issuance, snce vendor availability isnot usudly an issue and dl state-gpproved
car renta vendors must accept Diners Club.

We found that Sate travelers are routingly purchasing insurance that they dready have by
virtue of the State’'s car rental vendor agreements and/or the Diners Club contract.
Specificdly, our review of data provided by the three approved car rental vendors (about
9,600 rental transactions) showed that state travel ers spent about $66,000 on insurance
during Fiscal Year 2002. About 25 percent of this amount (i.e., $16,715) was spent on
ether duplicate liability and/or collison insurance or on unnecessary miscellaneous
insurance such as persona affects coverage. Staff fromthe Department’ s Office of Risk
Management report that the latter type of coverage is not needed because the State
aready has property insurance for items such as laptop computers or other property that
an employee may need whilein travel satus.

Determining how often state travelers do not purchase insurance when they should is
difficult because of inadequate data; however, we can estimate the size of the potentia
problemusinginformation previoudy presentedin thischapter. For example, weestimated
that in Fiscal Year 2002 state travelers spent approximately $1,561,300 on car rentas
when they did not use Diners Club, thereby forgoing automatic collision insurance. We
do not know if these individuas subsequently purchased this insurance or unknowingly
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exposed the State to risk by opting not to buy it. We aso estimated that in Fiscal Year
2002 up to haf of the state travelers who rented a car did not use an approved vendor,
thereby forgoing autométic liability insurance. Again, we cannot determine whether these
individuals subsequently purchased thisinsurance or unwittingly exposed the State to risk
by not buying it. Whet is certain is that the potentid fisca impact of not buying insurance
when it is needed—particularly liability coverage—is Sgnificant.

The Department has negotiated favorable contracts with car rentd providers and Diners
Club that provide state travelers with adequate automatic insurance protection when
traveling on officia statebusiness. The Department needsto further educate satetravelers
to ensure that they are not purchasing unnecessary insurance whenrenting acar. Itisaso
important that date travelers are made aware of the situations in which buying insurance
is prudent, as well as the type of insurance that should be purchased in these Situations.
This will help ensure that the State is not exposed to any unnecessary risks. The
Department should also work with the state-approved rental car vendors to ensure that
they are not encouraging State travelers to purchase unnecessary insurance coverage.
Findly, agency and higher education controllers should aso be cognizant of the need to
caefully review employeetravel expense reimbursement requests to ensure that the State
isnot paying for unnecessary insurance costs.

Recommendation No. 5:

The Department of Personnd & Adminigtration should reduce overal statetravel costsby
educating state travelers about the automatic insurance benefits that are available when
using Diners Club to rent acar through an gpproved vendor. The Department should dso
work with state-gpproved renta car vendorsto ensure that they are not encouraging state
travelers to buy unnecessary insurance. In addition, agency and higher education
controllersshould improve monitoring of employeetravel expense reimbursement requests
to ensure the State is not paying for unnecessary insurance costs.

Department of Personndl & Administration Response;

Agree. The Department of Personnd & Adminigtration, through the Statewide
Travel Management Program, will continue exigting efforts to make sure that
travelers understand the free insurance benefits of the State’stravel card and the
lidbility insurance that is provided to the State. In addition, the Program will work
with rental car vendors and department controllers as recommended to reduce
date travel codts.

Implementation Date: Ongoing.
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Travel Card Management
Chapter 3

Overview

The Statewide Travel Management Program has contracted with Diners Club since
August 1996 to provide travel-related credit and charge card services to State agencies
and higher education indtitutions. As discussed in the Description, there are three types of
Diners Club cards, dso known as travel cards, currently available for use by date
employess (i.e,, centrdly billed, group event, and individua accounts). The contract with
DinersClubiscurrently under review. Evenif anew vendor ischosen, however, itislikely
that Smilar travel card services will continue to be available to Sate travelers.

During the audit we identified severa issues rdated to use of travel cards. Theseinclude
improving the timing for paying centraly billed accounts, working to increase the revenue
that the State receives from Diners Club volume incentives, and identifying and diminating
personal use of individua travel cards. Intota, implementing the recommendationsin this
chapter will result in gpproximately $218,000 in additiona revenue for the State.

Early Payment I ncentives

The Stat€'s contract with Diners Club includes a 60-day hilling cycle. This means that
state agencies and higher education inditutions, aswel asindividud cardholders, have 59
days to pay their account charges without incurring any fees. Waiting to the 59" day to
pay these bills complies with state statutes (Section 24-30-202(24), C.R.S.) and State
Fiscal Rules that direct state agencies and higher education indtitutions to pay their bills
within 45 days of recel pt of goods and servicesor inaccordance with contract terms. For
purposes of our discussion here, we are concerned with how the State pays the bills
associated with only centraly billed Diners Club accounts. During Fiscdl Year 2002 the
State had 153 active centraly billed accounts, which are mainly used to purchase airfare
from state-approved travel agents. Over the past three years, tota charges to these
accounts have averaged about $17.1 million per year.

The Diners Club contract includes arevenue sharing provision that isintended to generate
funding to help defray the cost of adminigtering the Statewide Travel Management
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Program. One aspect of the revenue sharing agreement is that the State earns incentive
revenue for early payment of the centrally billed accounts. The amount of revenue that the
State can earn depends upon payment amounts and when these payments are received by
DinersClub. Any payment received later than 21 days after the statement date, however,
earns no incentive revenue for the State. The State  has received $5,500 per year, on
average, from the Diners Club early payment incentive since Fisca Y ear 2000.

Our audit included an andysis of whether the State should try to maximize the revenue it
can earn from the early payment incentive agreement with Diners Club. We found that it
is not currently in the State’ s best interest to take advantage of this agreement because
more money can be earned from holding these funds. Thisis because the interest earned
from holding fundsin the Treasury Invesment Pool exceeds any early payment incentive
revenue that the State could earn from Diners Club. We usad the Treasury Investment
Pool’s interest rate in our analys's because most state funds are held in this pool or in
accountsrecaiving Smilar returns. Theinterest rate earned onfundshedinthe Treasurer’s
Investment Pool has averaged just over 6 percent for thelast sevenfiscd years. Earnings
through the first quarter of Fiscal Year 2003 were about 4.5 percent and, according to
Treasury gaff, are expected to stay above 4 percent through fiscal year-end. Using actua
Fisca Y ear 2001 Diners Club monthly balance data, we found that the State would have
earned nearly $170,000 in interest revenue if it had waited until the 59" day to pay the
balances on its centrally billed accounts, whereas, only about $80,000 would have been
earned if these bills had been paid within five daysto obtain the highest incentive payment
possible. Our andysis further showed that the Treasury Investment Pool interest rate
would need to fdl to around 3 percent before the State would benefit from the early
payment incentive agreement.

Usng actud payment data from a sample of state agencies and higher education
inditutions, we estimated that during Fisca Year 2001 the State paid its centrally billed
accounts an average of 18 days after receiving a statement. We caculated that the State
lost about $115,800 in interest revenues from paying these accounts early. Continualy
monitoring interest rates and Statewide payment activity to determine the most
advantageous drategy for timing travel card payments and then communicating this
information to al state agencies and higher education inditutions with centraly billed
accounts would diminate this problem. Agencies and inditutions could then use the
payment-timing capabilities of COFRS or other stand-alone accounting systems to
generate their Diners Club payments at the optimd time. The Department should adso
consder these issues when negotiating future travel card contracts.
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Recommendation No. 6:

The Department of Personne & Administration should monitor interest ratesand statewide
payment activity to identify and communicate the optima drategy for timing payments to
centrdly billed travel card accounts so that State agencies and higher education indtitutions
canact accordingly. The Department should aso consider these factors when negotiating
future travel card contracts.

Department of Personndl & Administration Response;

Agree. The Department of Personnd & Adminigration, through the combined
efforts of the Statewide Travel Management Program and the State Controller's
Office, can assist the Department of Treasury in the analyss of timing payments
and will communicate with department controllers on the optima drategy for
timing payments.

Implementation Date: Ongoing.

Volume I ncentives

The Diners Club contract and the current Request For Proposal for travel card services
include volumeincentive provisonsfor individud travel card usage. Thismeanstheat if the
volume charged to individud travel cards meets specific thresholds, the State will receive
an incentive payment from Diners Club. Volume incentives are maximized when charge
volume exceeds $10 million and aso depend upon other factors, such as how promptly
individuds pay their accounts. The State routinely reaches the $10 million threshold,
thereby making it igibleto obtain maximum potentid incentive payments, adjusted for the
timing of cusomer payments.

Asmentioned previoudy, Sate travelersdo not always use their Diners Club to pay for all
their travel-related expenses, even though Program rules require it, where possble. In
addition, not al state employees who meet program participation requirements (i.e,
traveling twice in-state or once out-of-state, or pending more than $250 ayear ontravel)
actudly obtain an individud travel card, even though they should according to Program
rules. Dueto inadequate data, we could not estimate the prevaence of this problem. The
fallowing table shows totd statewide travel expenditures and total charges to individua
travel cards over the period 1999-2002. The table also shows that approximately 35
percent of the State's totd travel-rdated expenses (excluding personad mileage
reimbursements) are not being charged to Diners Club.
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Statewide Travel Expenses Not Charged to Diners Club
Forgone Volume I ncentive From Individual Credit Cards

Program Y ear s 1999-2002*

1999 2000 2001 2002
Total Travel
Expenditures* * $40,166,100 $43,366,000 $46,446,300 $45,083,300
Diners Club Charges $26,609,100 $27,396,700 $28,825,700 $31,583,100
Credit Card Volume
Not on DCC $13,557,000 $15,969,300 $17,620,600 $13,500,200
Potential Additional
Volume I ncentive $54,200 $63,900 $70,500 $54,000

Sour ce: Office of the State Auditor Analysis of State Controller’s Office and Diners Club data.

*  August through July in the years shown.

** Excludes personal mileage reimbursements, which have averaged around $4.8 million in recent
years.

If a greater amount of these expenses were charged to Diners Club, the State' s volume
incentives would increase significantly (i.e., by an average amount of $60,650 per year).

Encouraging state travelers to use their Diners Club card for as many of their travel
expenses as possible (e.g., medls, lodging) would increase the revenues that the State
receives from the volume incentive agreement. These funds could be used to offset the
Program’ s operating costs, be returned to state agencies and higher education inditutions
asareward for encouraging use of the Diners Club card, or some combination of the two.
In addition, raising the number of state employees who are issued a Diners Club card
would aso potentidly increase volume incentive payments. Increasing card issuance and
usage will not result in heightened financid risk to the State, because charges to travel
cards are the responsbility of individua cardholders.

Recommendation No. 7:

The Department of Personnel & Adminigtration should maximizethe benefitsof the State' s
travel card agreement by working with state agencies and higher education ingtitutions to
increase the issuance and usage of travel cards for officid state business purposes.
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Department of Personnel & Administration Response:

Agree. The Depatment of Personnd & Adminigration, through the Statewide
Travel Management Program, will continue to work with trave officers and
department controllers, asit hasin the pagt, to gain greater issuance and use of the
travel card and will rely on this audit recommendation to further its long-standing
effortsin thisarea

Implementation Date: Ongoing.

Personal Use

The State is unable to maximize potential volume incentives because employees are not
paying their individud travel card account balancesin atimdy manner. Although charges
to these travel cards are the respongbility of individua cardholders and not the State,
payment problems on these accounts negatively affect the State. This is because the
State’ s volume incentive revenues are reduced by the amount of credit loss Diners Club
aufferson individua travel cards. Credit lossrepresentsthevaue of individud credit card
ba ances that have become ddinquent because of employee nonpayment for more than
180 days. After 180 days, Diners Club writes off the outstanding balance and placesthe
account with a collection agency. If totd credit |oss exceeds the amount the State would
otherwise earn from the volume incentive, the State receives nothing.  As the following
table shows, the State has recelved no volume incentive since 1999. If credit loss had
been $0 during this period, however, incentive earnings would have averaged around
$41,600 ayear.

DinersClub Travel Card Volume I ncentives
(Credit Loss Offsets Potential Volume I ncentives)

Program Y ear s 1999-2002*

1999 2000 2001 2002
Credit Card Volume $10409,000 | $9,718,600 $10,715,100 $10,760,400
Potentia Incentive $41,600 $38,900 $42,900 $43,000
Credit Loss $243,900 $129,900 $114,100 $70,300
Actual Incentive $0 $0 $0 $0
Sour ce: Office of the State Auditor Analysis of Diners Club data.
* August through July in the years shown.
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The table shows that even though credit |oss has been decreasing in recent years, it il is
high enough to diminate any volume incentives due the State. Program staff informed us
that this problem has been ongoing since the Diners Club contract was signed in
1996—that is, the State has never received a volume incentive because of the credit loss
problem.

It appears that persona use of individua travel cards is contributing to the credit loss
problem. If state employeeswere using their travel cards for only bonafide officid travel
expenses (i.e., only those expenses that are fully reimbursable), no payment problems or
delinquencies on these accounts should ever occur. During the period August 2000 to July
2001, however, 48 individud travel card accountstotaling $114,000 were gtill written of f
by Diners Club for delinquency. To determineif persona use was afactor in these cases,
we selected a judgmenta sample of 8 of the 48 employees (17 percent of the totd) and
reviewed their travel reimbursementsand travel card activity. Wefound that three of eight
delinquent employees in our sample had been rembursed for expenses charged to their
travel card but did not subsequently make a payment to Diners Club in time to avoid
delinquency. The remaining five employees had total charges that exceeded their travd-
related reimbursements, indicating persona use.

InJuly 1999 the Department of Personnel & Adminigtration issued apolicy memorandum
to dl cardholders prohibiting persona use of individud travel cards. Thepolicy statesthat
persona use of the ate travel card for ether purchases or cash advances will result in
card cancellation and may result in disciplinary action. The policy aso dates that travel
cards are a benefit of state employment and that al charges made to them are amatter of
public record. The policy was developed in an effort to eiminate any perception that Sate
employeeswere misusing their travel cards. Policy enforcement isthe responsibility of the
executive directors of the principa departments.

Because personal use of travel cards may lead to ddinquencies that negatively affect the
State' s volume incentives, the Department needs to work with state agencies and higher
education inditutions to improve enforcement of the existing persond use policy.
Improved enforcement could take many forms. For example, the Department could
periodicaly monitor travel card activity reports to identify individuals with unusudly high
usage and dert agency management staff if problems are suspected. Agency controllers
aso need to more closaly review the travel card activity and delinquency reportsthat are
currently availableto them. Comparing the information on these reports against employee
travel expensereimbursement requestswill hel pidentify any instancesof inappropriatecard
use. If card usage problems are found, state agencies and higher education indtitutions
should initiate appropriate actions (e.g., card cancel lation and/or disciplinary measures) to
ensure that further misuse does not occur.
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Recommendation No. 8:

The Department of Personnel & Administration should work with state agenciesand higher
education inditutions to improve enforcement of the persona use policy regarding
individud travel cards. Thisshould includeroutinemonitoring of travel card activity at both
the state and agency levelsto identify ingppropriate card use. If problemsarefound, state
agencies and higher education indtitutions should initiate gppropriate actions so that further
misuse is prevented.

Department of Personnel & Administration Response:

Agree. The Department of Personnd & Adminigtration supports al efforts to
suppress persona use of statetravel cards. For many yearsthe Statewide Travel
Management Program has provided activity and aging reports to al agenciesin
order to identify misuse. If problems of persona use are found, the Statewide
Travel Management Program endorses the position that state agencies and higher
education indtitutions should initiate gppropriate actions so that further misuse is
prevented. The Department will continue efforts to improve compliance in this
area through the combined efforts of the Statewide Travel Management Program
and the State Controller’ s Office.

Implementation Date: Ongoing.

Cash Advances

Diners Club dlows sate travelers to obtain cash advances on thar individua travel cards.
State travelers can use cash advances to pay for out-of-pocket travel expenses (e.g.,
mesdls, tolls, telephone cals, taxi fare) when Diners Club is not accepted. Because dll
charges on individua travel cards are the liahility of the Sate traveler, preauthorization is
not required to obtain a cash advance. Diners Club charges a $6 fee for each cash
advance. Additiona fees of $1 to $2 may be incurred if the cash advance is received
through an autométic teller machine. Both State Fiscal Rulesand Program rulesalow state
travelers to be reimbursed for transaction fees associated with cash advances if they are
necessary for officia business purposes. Cash advances on individud travel cards have
remained relatively consistent in recent years, as shown in the following table:
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Diners Club Card Cash Advance Volume
Fiscal Y ears 20002002

2000 2001 2002
Transaction Volume 11,085 11,425 11,190
Ddllar Volume $2,055,800 $2,161,400 $2,144,000

Sour ce: Office of the State Auditor Analysis of Diners Club data.

The policy that prohibits the persond use of individua travel cards aso places limits on
cash advances (i.e., $100 minimum per cash advance transaction and $500 maximum in
any one day or week). The palicy further states that no employee may have more than
$1,500 in outstanding cash advances at any time and that fees associated with cash
advances for less than $100 will not be reimbursed.

During the audit we found severd cases where state employees are violating the cash
advance palicy, including the following:

C Approximately 90 state employees got cash advances exceeding the $500 limit
within a seven-day period in Fisca Y ear 2002.

C Anaverage of 2,800 cash advance transactions for lessthan $100 were made by
state employees each year over the past three fiscd years.

We a so found instances where state employees appeared to be using cash advances for
persona reasons. Specificaly, we noted two cases where employees requested lessthan
$400 each in travel reimbursements during Fisca Years 2001 and 2002 but received
about $37,000 each in cash advances over the same period.

Although dtate travelers may need to obtain a cash advance in certain situations (e.g.,
Diners Club is not accepted), cash advances should be the exception, not therule. Asa
result, the Department should work with state agencies and higher education indtitutionsto
better enforce policies regarding cash advances on individua travel cards. Among other
problems, excessve cash advance activity may lead to delinquencies, thereby lowering the
State’ svolumeincentive paymentsdiscussed previoudy. Asnoted in the previous section,
the Department and state agencies and higher education ingtitutions need to increase
monitoring to identify problems related to travel card usage, including ingppropriate cash
advance activity. This could include reviewing travel card activity reports to identify
instances of noncompliance with Program rules (e.g., cash advance transactions for less
than $100) and/or excessive or suspicious activity. If problems are found, state agencies
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and higher education indtitutions should initiate gppropriate actions (e.g., card cancellation
and/or disciplinary measures) to ensure that further misuse does not occur.

Recommendation No. 9:

The Department of Personnel & Adminigtration should work with state agenciesand higher
education indtitutionsto improve enforcement of exigting policies regarding cash advances
onindividud travel cards. This should include routine monitoring of cash advance activity
at both the gate and the agency levelsto identify ingppropriate card use. If problemsare
found, state agencies and higher education indtitutions should initiate appropriate actions
S0 that further misuse is prevented.

Department of Personndl & Administration Response;

Agree. The misuse of cash advances undermines the State's contract. Diners
Club provides amonthly report of al cash advance activity on the travel card to
al gae agencies. It isonly & the agency leve that meaningful monitoring and
guidance can be done. The Statewide Travedl Management Program, in
conjunction with the State Controller’ s Office, will continue efforts to work with
travel officersand department controllersto improve enforcement and will look a
more stringent control messuresin the future,

Implementation Date: Ongoing.
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Program Funding and Statutory
Compliance | ssues

Chapter 4

This chapter first discussesthe Program’ s current approach for funding its operating costs.
We then examine how the Program complies with statutory requirements to prepare an
annua program eva uation report and to monitor employeetrave for possible cost savings
opportunities. Lastly, wereview dternativesto the system currently in place for managing
satewide travel expenditures.

Program Funding

Section 24-30-1108, C.R.S,, requiresthe Division of Central Servicesto chargeitsusers
the full cost of providing aparticular service. This requirement includes services provided
by the Statewide Travel Management Program. Full cost isdefined in Satute asincluding
the cogt of dl materid, labor, and overhead to provideaservice. InFiscal Year 2002 the
Program’ s total expenses were about $160,000.

The Program does not charge user fees, but instead receives revenue as part of its
agreements with travel agents, car rental companies, and Diners Club. These revenue
sources are explained below:

* Revenue sharingwith state-approved travel agents. The Program receives
$3 for each arline ticket transaction (i.e., purchases, refunds, and changes) made
through a state-gpproved travel agent. This $3 isincluded in the $26 transaction
fee discussed previoudy. When a state agency makes air travel arrangements
through a state-approved travel agent, the cost of that airfare, including the $26
fee, is charged to the agency’s centrdly billed Diners Club account. Then, on a
quarterly basis, sate-gpproved travel agentstally the number of transactionsmade
onbehdf of state agenciesand “refund” $3 per transaction to the Statewide Travel
Management Program. Each of the state-approved travel agents accomplishes
this by sending the Program acheck if it did busnesswith the Statein the previous
quarter. TheProgram received approximately $115,200in Fiscal Y ear 2002from
this arrangement.
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* Revenue sharing with car rental companies: Asexplained in Chapter 2, the
State's contracts with car renta companies include a requirement for the
companies to pay the Program a share of the revenue they earn from State
travelers (4 percent of tota revenues minus certain codts like tax and insurance).
These paymentsare made on aquarterly basis and total ed approximately $53,600
in Fiscal Year 2002.

* Revenue sharing with Diners Club: As discussed in Chapter 3, the State's
contract with Diners Club includes various revenue sharing provisons, which are
based on cardholder usage and payment timing, among other factors. Monies
generated through this agreement are due to the Program by October 31 each
year. The October 2002 payment was $5,300.

Operating Deficits and I nefficiencies

Eventhough the Statewide Travel Management Program is statutorily required to bring in
enough revenueto cover itscosts, sinceit wasingtituted in Fiscal Y ear 1994, the Program
has operated at aloss in every year but the most recent one. Annua operating deficits
have ranged from around $3,100 to $47,000, with acumulativeloss of $94,300 over the
period Fisca Year 1995 through Fisca Year 2002. (See Description of the Statewide
Travel Management Program for more detalled information on annuad revenues and
expenditures.)

Operating deficits are incons stent with the satutory mandate for sdf-sufficiency, and the
Program needs to take steps to diminate them. Further, athough the revenue sharing
agreements with the car rental companies and Diners Club are fairly straightforward and
easy to adminigter, the arrangement with the state-approved travel agents is not.
Essentidly, state agencies are paying a $3 user fee to the Program each time they make
ar travel arrangements through a state-gpproved travel agent. The current method for
handling thisfeeisfor the State agency to pay thetravel agency viaits Diners Club account.
The travel agent then takes this same $3 and sends it back to the Program via check on
aquarterly basis. Thisisacumbersome and inefficient process for collecting revenue to
offset Program operating costs.

The current revenue sharing process is aso inefficient and burdensome for travel agents.
The time and effort it takes for travel agents to track state-related activity and then
authorize, process, and mail a check back to the Program seems excessive given the
indgnificant amounts of revenue that may be involved. For example, through areview of
recent revenue sharing records, we found several cases where a travel agent sent the
Programa$3 check, indicating that particular travel agent performed only one transaction
for the State during the preceding quarter.
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Alternative Funding Strategy

The funding generated from the revenue sharing agreement with travel agents currently
offsets about 72 percent of the Program’s annua operating costs. Increased use of
Internet travel vendors, however, will result in fewer arlinetickets being handled through
state-approved travel agents. Thiswill reduce the revenue coming from this source. For
this reason and the others mentioned previoudy, it is important for the Program to
investigate dternative funding sources. Any dternaive funding strategy should adso be
designed to eliminate the Program’ s operating deficits, thereby bringing it into compliance
with statutory full-cost-recovery pricing requirements.

One approach for funding the Program’ s operating costs would be to retain the existing
revenue sharing agreements with the car rental companies and Diners Club (or a
subsequent credit card vendor), but to eiminate the revenue sharing agreement with seate-
approved travel agents. Toreplacetherevenuethat isgenerated by thelatter arrangement,
the Program could devise adirect hilling method that uses agency travel expenditure data
asitsbags Tha is, the Program would determine the amount of annud funding it needs
each year in excess of the funding generated through its agreements with Diners Club and
the car rentd companies. This amount could then be dlocated among dl sate agencies
and higher education indtitutions using the Program on the basis of their overdl travel
expenditures. Using travel-related expenditure datais an expedient and fair way to assess
user fees, because agencies with higher travel expenditures derive proportionaly more
benefits from the Program and, consequently, could pay proportiondly higher fees.

To illugtrate the impact of this suggested arrangement on individua agencies, we used
Fisca Y ear 2001 travel expenditure datato estimate that annual user feeswould vary from
about $13 (State Treasury) to $39,700 (University of Colorado). It should be noted that
this scenario takes into account current revenue sharing payment levels, which can and
should be increased as noted in Chapters 2 and 3. If revenue sharing payments were
maximized, user fees might not even be necessary. In fact, Program revenues could
exceed operating expenses, providing an opportunity for the Program to return money to
its user agencies as an added incentive for complying with existing travel card and car
rental usage agreements.

This funding strategy would not require substantia analysis or any new data collection on
behdf of state agencies or the Program, because agency-leve travel expenditure dataare
already collected and compiled by the State Controller’s Office. Specificdly, as we
mentioned previoudy, Section 24-30-202(26), C.R.S., directs the State Controller’s
Office to produce an annual report of the travel expenses incurred by state employees.
Thisinformation is categorized in anumber of ways, including by agency/higher education
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inditution, funding source, and type. Thetravel expenditure report is produced each year
in February but could be produced more frequently. Moreover, Program staff could be
taught to retrieve mogt of the information contained in the travel expenditure report from
COFRS as often as needed through the State's Financia Data Warehouse. The
Program’ s operating costs arerdaively stablethroughout the course of thefiscal year and
fromonefiscd year to the next. Consequently, it would be smpleto determine how much
revenue would need to be generated through user fees each year. Adjustments could be
made at year-end should the Program’ s other revenue sources fluctuate unexpectedly.

Recommendation No. 10:

The Department of Personne & Adminigration should modify the existing funding
approach for the Statewide Travel Management Program to comply with Section 24-30-
1108, C.R.S,, which requires charging users the full cost of providing services. Any
funding strategy that the Department adopts should be equitable to user agencies and
ample to adminiger.

Department of Personnel & Administration Response:

Agree. The Department of Personnd & Adminigtration has recently implemented
improvements in financia management activities departmentwide. Asaresult, as
noted in the audit report, Statewide Travel Management Program revenues
covered operating expensesin Fiscal Y ear 2002, asrequired by statute. To deate,
it appears travel management revenues are on track to cover expensesin Fisca
Y ear 2003 as well.

The Department believes that it is most gppropriate for the Statewide Travel
Management Program to be generdly funded, since the Program provides
statewide oversght. However, we redlize this is not redistic under the current
budget congraints. The Department will work through the Office of State Planning
and Budgeting to identify changes in funding mechanismsiif necessary.

Implementation Date: Ongoing.

Annual Program Evaluation Report

Section24-30-1118(3)(j), C.R.S., requiresthe Department of Personndl & Administration
to prepare a written annual report evauating the progress of the Statewide Travel
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Management Program. Thereport is supposed to be included in the Department’ s annua
budget request and must contain detailed information on the following:

C Cos savings achieved by the Program

C Program utilization by state employees

C Policy changesthat have resulted from Program implementation
C Any other information deemed appropriate

We reviewed the Program’ s most recent Annua Report (2001) to determine whether this
reporting requirement was being met. We noted several concerns regarding the report’s
cogt savingsinformation. Overdl, we believe that the Program is sgnificantly overdating
the cost savings that have resulted from its operations. Upon reca culation, we found that
the Program overdtated its cost savings for Fisca Year 2001 by about $3.7 million (i.e,
actual cost savings was about 28 percent of what the Program reported). The following
table shows the cost savings/avoidance information presented in the Program’s 2001
Annua Report and our dternative andyss:
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Cost SavinggAvoidance From Statewide Travel Management Program
Department Annual Report Versus OSA Analysis

Fiscal Year 2001
Program OSA
Egimate Egimate [tem
$2,572,876 $1,251,000 | Savings—Airline Price Agreements
129,200 0 | Revenue Share With Travel Agencies
37,058 0 | Rental Car/Diners Club Revenue Share
336,243 247,700 | Savingson Rental Car Price Agreements
603,625 see note | Savingson Hotel Price Agreements
below
430,908 see note | No-Cost Diners Club Collision Damage Waiver at $10/day
below
217,864 0 | Diners Common Carrier Insurance for $350,000 at $5.25/ trip
41,498 0 | $1,250/$2,000 Diners Club Baggage I nsurance at $1/trip
452,890 see note | No-Cost Liability Insurance on Rental Cars at $10/day
below
201,188 50,500 | Float on Diners Club Centrally Billed Charges @ 8% for 59 days
144,720 0 | Float on Diners Club Charges/Cash Advances @ 8% for 59 days
$5,168,07 $1,549,200 | Total Cost Savings/Avoidance
9 $100,140 | — Program Operating Costs L ess Revenue Gener ated
($137,198-$37,058)
$1,449,060 | Net Cost Savingg/Avoidance

Sour ce: Statewide Travel Management Program data and Office of the State Auditor analysis.

The differences between the Program’s estimates and ours are explained in more detall
below as are suggestions for improving the accuracy of the Program’s cost savings
edimatesin the future.

Savings—Airline Price Agreements: Thisfigure represents the dollarsthe State saves
from its price agreements with certain airlines. The Program caculated its savings figure
by comparing the average cost of dl tickets purchased by state travelers ($404) with the
average ticket cost of $466 for domestic travel from Denver Internationa Airport for a
difference of $62 per ticket. The Program then multiplied this figure by the total number
of tickets purchased (about 41,500) to arrive at $2,572,876.
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Our estimated savings is about half the amount the Program reports. During Fiscal Y ear
2001 state travelers purchased a total of 41,500 airline tickets. Of this total, 17,615
tickets were purchased under the price agreement a an average ticket price of $363.
Travelers aso bought 23,883 tickets that were not covered by the price agreementsat an
average ticket price of $434. We bdieve that a more accurate method of cdculaing ar
travel cost savings resulting from the Program is to multiply the number of tickets
purchased under the fare agreement by the average savings resulting from the fare
agreements (i.e., $434 - $363, or $71), as shown below:

Number of Tickets  Average Difference Between  Edtimated Savings
Purchased Under Fares Purchased Under and From Airfare Price
the Agreement Outsdethe Price Agreement  Agreements

17,615 X $71 = $1,251,000

Revenue ShareWith Travel Agencies: Asdiscussed previoudy, the State paysa$26
feeto travel agents when employeesmakeair travel arrangements. Part of thisfee, $3, is
returned to the Program to offset its operating costs. The Program includes the total
revenue generated fromthisarrangement initscost savingsestimate, eventhoughthisfigure
represents expenditures made by state agencies and higher education ingtitutions to
support the Program, not cost savings to the State. This figure should not be included in
the Program’ s cost savings estimate at dl.

Rental Carg/Diners Club Revenue Share: The Program includes $37,058 generated
fromits revenue sharing agreements with car rental companies and Diners Club as part of
its cost savings estimate. As discussed previoudy, this is revenue generated by the
Program, not cost savings. It isbest dedlt with asan offset to program operating costs, as
we have shown in the preceding table.

Savings Resulting From Car Rental and Hotel Price Agreements. The Program
edimates savings from these items using various data and assumptions including average
industrywide cost figures, federd lodging per diem rates, and Diners Club data. Our car
rental cost savingsestimate, which usesactua cost datafrom approved and non-approved
vendors, is about 74 percent of the amount reported by the Program (i.e., $247,700
versus $336,243). We aso noted that the data used to caculate the estimated savings
resulting from hotel price agreements are about five years old and, therefore, of
questionable accuracy. We could not accurately recalculate savings related to this item
due to inadequate data.

Insurance-Related Items. The Program cites four insurance-related items in its cost
savings estimates. As discussed previoudy in the report, the Program’ s agreements with
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Diners Club and the car rental companiesinclude certain insurance-related benefits. The
Program egtimates the cost savings accruing from these agreements by multiplying the
estimated cost to purchase ether collison or ligbility insurance (i.e., $10 per day) by the
number of rentad days. As discussed in Chapter 2, there are numerous problems with the
way date travelers are currently utilizing the insurance arrangements, including making
unnecessary insurance purchases. In addition, theinsurance provided through the car renta
vendors cannot be accurately portrayed as “no cost” as the Program asserts. Thisis
because the vendors take the cost of providing this insurance into account when
establishing their rentd ratesfor satetravelers. Thesefactors madeit impossiblefor usto
accurately cdculate the savings accruing to the State from the insurance agreements.

The two remaining items (i.e., common carrier and baggage insurance) should not be
included in the cost savings estimate because these costs are not reimbursable according
to the State Fiscal Rules.

Float on Centrally Billed and Individual Diners Club Accounts. The Program ligs
$201,188 in cogt savingsresulting from theinterest earned by state agenciesdueto Diners
Club’'s 60-day billing cydle. This figure is caculated using two erroneous assumptions.
First, the Program uses an 8 percent interest ratein its cal cul ation, even though the interest
rate earned on most funds held by state agencies (i.e., the State Treasurer’s Investment
Pool) hasbeen about 6 percent for thelast savenfiscal years. Second, most state agencies
do not wait the full 59 days before paying their Diners Club bills. Specificaly, we
estimated that during Fiscal Y ear 2001 state agenciesand higher education ingitutionspaid
their Diners Club bill an average of 18 days after receiving their statement. Our caculation
takes both of these factors into account and results in a 75 percent reduction in the
estimated cost savingsfigure. With regard to the second item (i.e., individua Diners Club
accounts), the State receives no benefit from the 60-day billing cycle for these accounts
because the Stateisnot liable for chargesto them. Thisitem should be excluded from the
Program’s cost savings estimate.

We dso note that the Program did not subtract its operating costs from its estimate. In
order to ensurethe most accurate portraya of the net financia benefit accruing to the State
from the Program, Program operating codts, as wdl as any offsetting revenue
enhancements (e.g., revenue generated from the Diners Club and car rental agreements),
must be taken into account. Offsetting revenue should be handled separately, however,
to avoid confusion.

Statutes emphasi ze theimportance of preparing the Annua Report, and further declarethat
the Program was creeted to “fogter fiscal accountability and result in sgnificant financia
svingstothe State”’ (Section 24-30-1118(1), C.R.S)). If theinformation containedinthe
Annua Report is inaccurate or mideading, the Generd Assembly and other policymakers
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will not have afirm basisfor determining whether this statutory mandate is being achieved
and, ultimately, if the Program should be continued. 1naddition, the Annua Report could
be an important management tool for identifying possible cost savings opportunities and
developing trends. If the datait contains are not religble, opportunities for improvement
will be missed.

Depatment staff should review the Program’s Annua Report to ensure the necessary
improvements are made. Furthermore, we question the value added from publishing the
report as a separate document, thereby incurring additional design and printing costs.
Induding this report in the Department of Personnd & Adminigtration’s budget request,
as required by statute, would reduce production costs. Ladtly, as it should with any
gtatutory reporting requirement, the Department should work with the Generd Assembly
to determine the ongoing usefulness of this report and seek the gppropriate statutory
changes, if needed.

Recommendation No. 11:

The Department of Personne & Administration should ensure that the information
contained in the Statewide Travel Management Program’s Annual Report accurately
represents the net cost savings accruing to the State from program operations.
Furthermore, the Department should work with the General Assembly to determineif the
Annua Report shdl continue to be issued in its current form or modified or eiminated to
reduce costs.

Department of Personndl & Administration Response;

Agree. The Department of Personnd & Adminigiration will review procedures
used by the Statewide Travel Management Program to caculate cost savings to
ensurethey areaccurate. In particular, the Department will separate revenuefrom
costs savings and avoidance. The Department will be guided by the Genera
Assembly in how to produce the statutory report.

Implementation Date: November 1, 2003.

Ongoing Monitoring and Enfor cement

The gtatutes governing the Statewide Travel Management Program include arequirement
for the Department to “monitor travel patternsand practices of state employeesin an effort
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toidentify opportunitiesfor cost savings’ (Section 24-30-1118(3)(f), C.R.S.). Throughout
the audit it became gpparent that the Program needs to improve its monitoring activitiesin
order to ensure that potential cost savings possibilities are identified and implementedina
timdy and systematic manner. We aso believethat the Department has both the authority
and the respongibility to increase enforcement of existing Program rules and regulations
when other methods fail to achieve compliance. Specifically, Section 24-30-1118
(3)(h)& (i), C.R.S,, dates that the Department shdl consult with the State Controller to
promulgate and enforce such rules and regulations as are necessary to administer the
Statewide Travel Management Program. Itisessentid for the Department to actively and
conggtently enforce these rules if the Program is to be successful in meeting its statutory
responsibilities to coordinate and oversee state employeetravel in an effort to foster fisca
accountability and save taxpayers money. The fact that we identified nearly $4.3 million
in potential cost savings and about $268,000 in revenue enhancements indicates that
greater effort is needed in these aress.

Currently the monitoring conducted by the Program is unsystematic. Further, when
potential cost savings are identified, Staff do not dways take the next step to effectively
educate dtate travelers, modify Program rules or policies, or take actions to enforce
ganding rulesand regulations. For example, Program staff knew that State travelerswere
not always using approved car renta vendors, even though cost savings and revenue
enhancementsresult from these arrangements. The Program failed to remedy thisproblem
by working to increase compliance with the negotiated agreements. Thisis demonstrated
by thefact that the dollar volume of car rentals made at non-approved vendorswhere Sate
travelers used their Diners Club card has remained rlatively stable over the past three
fiscal years. |If effective actions had been taken in this areg, the dollar volume of these
transactions should be showing a noticeable decrease. In the past, the Department has
been hesitant to adopt an enforcement role for this program. We bdlievethat such arole
is both appropriate and warranted given the fiscal impact of noncompliance. Without
proper enforcement, the potentia positive impact of the Statewide Travel Management
Program is serioudy lessened.

Comprehensve and continua monitoring and enforcement areessentid giventhat the State
spends over $50 million ayear on officid travel. The Program should undertake activities
smilar to the ones we used in conducting thisaudit to improveitsoversght. For example,
the Program could indtitute a systematic process for monitoring Internet airfaresto ensure
that Sate travelers are aware of cost savings possibilities in this area.  In addition, the
Program could periodicaly monitor actud car renta expenditures to identify aress of
noncompliance with approved vendor lists. The Program aso needsto be more proactive
in developing program advancements, such as using the Internet to achieve savings on
arfare purchases and developing dternatives to costly revenue sharing arrangements with
travel agents. When potentid cost savings and/or compliance issues are identified,
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Program staff should work with affected parties and the State Controller’s Office, if
appropriate, to ensure that prompt enforcement actions are taken.

Recommendation No. 12;

The Department of Personnel & Adminigtration should improve its approaches for
monitoringtravel patternsand practicesof stateemployeestoidentify potential cost savings
opportunities. When potentid cost savings and/or compliance issues are identified,
Depatment gtaff should work with affected parties to ensure that proper enforcement
actions are taken.

Department of Personnel & Administration Response:

Agree. The Department of Personnd & Adminigtration will improve monitoring
of travel patternsand expendituresby the Statewide Travel Management Program.
In addition, the Department will identify appropriate enforcement mechanisms
through the Program and the State Controller’ s Office. The Program has dways
made compliance issues and cost savings opportunities a centerpiece in
presentations to department travel officers and controllers, monthly training
sessions, monthly procurement training sessions, and events such as Colorado
Fiscd Managers Association and Colorado State Managers Association training
conferences and the Procurement Advisory Council. As indicated above,
department travel officersand controllersareresponsiblefor enforcement of many
of thetravel management palicies. Therefore, the Department will continue efforts
to gain grester compliance with travel rules.

Implementation Date: Ongoing.

Program Alternatives

The General Assembly created the Statewide Travel Management Program in an effort to
enhance oversight of the State's travel-related expenditures and maximize the value of
aggregating demand for travel-related services. Our findingsdemonstratethat the Program
is not currently meeting al of its satutory mandates. We aso believe that there are
dternative gpproaches for managing travel that would fulfill the legidative intent for this
program. For example, the Department could replace the Program with various
enhancements to the State' s exigting fisca accountability and procurement systems. The
state purchasing and state controller functions within the Department of Personnel &
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Adminidration, as well astheir respective networks of delegates, already play asignificant
role in the gpprova and acquistion of travel-reated services and could perform the
necessary dutiesif the current program structurewasiminated or modified. Thefunctions
necessary to the fulfill legidative intent for this program include:

C Negotiating Vendor Agreements and Establishing Program Rules. Most
of the exiding agreementswith commercid travel vendors provide abenfit to the
Stateintheform of cost savingsand increased revenues and should be maintained.
These agreements could be negotiated and executed by the Department’ sDivision
of Financeand Procurement, and appropriate usage datacollected, consistent with
other mandatory statewide price agreements. Program rules dready exist in the
form of regulations, State Fisca Rules, and statewide policies. The State
Controller's Office could assume responghility for modifying and updating this
guidance as needed.

C Enforcing Vendor Agreementsand Program Rules. The State Controller’s
datute (Section 24-30-202, C.R.S) mandates the promulgation of rules
esablishingfiscal controlsover stateexpenditures. Further, agency controllersare
responsible for verifying that travel expenses are necessary and appropriate and
that travel is completed using the most economica means available. In addition,
agency controllersaready have accessto detailed travel card transaction dataand
should be monitoring thisinformation to ensure that sate travelers are complying
with program rules and vendor agreements. Smilar arrangements could be made
to provide agencies with data (e.g., transactiondatafrom car rental vendors) that
they do not aready receive that would be useful for monitoring purposes.

C Collecting Data: The State Controller’s Office aready compiles an annud
report detaling the travel expenses of date agencies and higher education
inditutions. In addition, as noted previoudy, COFRS object codes could be
expanded to provide a framework for collecting more detailed travel-related
expenditureinformation (e.g., car rental data). Thiswould providethe Department
with better and more complete travel data that could be used in future service
agreements and for enhanced expenditure monitoring.

C Educating State Travelers: The State Controller’s Office currently provides
yearly, satewidetraining on the Fisca Rules and other subjects of interest to Sate
agenciesand higher educationingtitutions. These presentationscould be expanded
to include the travel management information that the Program now provides
through various avenues. The Department has other existing tools at its disposal
(e.g., Sateline) that could aso be used to disseminate travel-rel ated information
as needed.
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The procurement of travel-related servicesis Smilar in many respects to the procurement
of other commodities and services that the State purchases. Statutes include genera
language covering the procurement of goods and servicesthat provide overarching public
policy direction. Infact, the Procurement Code (Section 24-101-102, C.R.S.) statesthat
the purpose of the Codeis:

C To provide increased public confidence in the procedures followed in public
procurement.

C To provideincreased economy in state procurement activities.

C Tomaximizeto the fullet extent practicable the purchasing vaue of public funds.

This language and the State Controller’ s statutory fiscd authority are congstent with the
expressed intent of the Genera Assembly in creeting the Statewide Travel Management
Program. Therefore, we bdieve that in addition to implementing the recommendationsin
this report, the Department should simultaneoudy explore the feasibility of establishing
effective travel management oversght through the existing fisca accountability and
procurement systems instead of having a separate program. Regardless of the system
ultimetdy utilized, the Department should ensure that controls are in place to maximize
accountability and the vaue the State derives from its travel-related expenditures.

Recommendation No. 13:

The Department of Personnd & Adminigtration should evauate dternatives to the
Statewide Trave Management Program that achievefisca accountability and maximizethe
vaue of date travel expenditures within the existing fiscd and procurement oversight
systems and report its findings to the Generd Assembly.

Department of Personndl & Administration Response;

Agree. The audit of the Statewide Travel Management Program raised severd
important issues related to the management of the Program and enforcement of
travel rulesand policies. The above audit findings raised questions regarding the
vadue of aforma Statewide Travel Management Program office. The Department
iscommitted to addressing theaudit recommendationsand improving theoperation
of the Program. However, the vaue of a centrdized program remains to be
determined even with theseimprovements. Therefore, the Department will review
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the Program and propose legidation to the General Assembly regarding whether
the Program should be modified, continued, or discontinued. This action would
alow the Department sufficient time to rectify the wesknesses identified by the
audit, which may demondreate the vaue of the Program.

Implementation Date: January 2004.
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