\*ﬁ Rhode Island

& Airport Corporation

Financial Performance Audit Report

The Hertz Corporation

The Internal Audit Department of the Rhode Island Airport Corporation (RIAC) presents its report
concerning the financial performance audit of THE HERTZ CORPORATION (“Hertz”) for the period January
1, 2022, through December 31, 2022, as follows:

Background

Hertz entered into an agreement (Agreement) in June 2006 with Rhode Island Airport Corporation
(Airport) to lease space in the Interlink Facility and provide ground transportation services by renting
vehicles to both airport passengers, and the public. The Agreement requires Hertz to submit to the Airport
a monthly report showing its rental operations and amounts calculated and collected for various fees, and
remittance of those fees to RIAC.

RIAC has conducted several audits of Hertz since 2000 and the last audit assessments were for $15,000
for the audit period January 2006 — December 2007, and $1.1 million for the audit period January 1998 -
December 2005. Since that time there have been no other assessments. Hertz is the parent company of
Dollar Rent A Car and is the 2" largest of the eight auto rental brands servicing the Airport.

Objectives and Scope

The objectives of this audit were to determine if Hertz was in compliance with the reporting, payment,
and other related provisions of its Agreement with the Airport. To meet the objectives of our audit and
based upon the provisions of the contract dated June 16, 2006 (including all amendments), we performed
tests to determine that operations (rental agreements and revenues) for the audit period were reported
to the Airport in accordance with the Agreement provisions, and that such amounts agree with Hertz's
underlying accounting records. Our testing also included identifying whether any significant discrepancies
(over or under) in reporting existed. If such discrepancies were identified, this report includes the
adjustments to the fee(s) payable to the Airport and our recommendations to improve record keeping
and reporting processes of Hertz relative to its ability to comply with Agreement provisions.



The scope of our audit was limited to the following:

Records and reports supporting the number of auto rental agreements, gross revenues
reported, and fees paid or payable by Hertz to the Airport for the period from January 1,
2022, through December 31, 2022.

External Audit reports provided to RIAC related to the Airport Fee, CFC, AFC, and UFC, for
the period under audit, and any audit findings.

Insurance certificates are adequate and have been provided to the Airport.

This audit and the resulting report relate only to the auto rental fees reported by Hertz and does not
extend to any other performance or financial audits of the Airport and Hertz or its related companies.

Methodology and Procedures

To meet the objectives of our audit, we performed the following specific procedures:

Selected 40 closed rental agreements for the months of February and June utilizing
stratified sampling for rentals at both the Interlink, and the FBO at the Airport.
Examined and tested the closed rental agreements to determine if all amounts and fees
were calculated correctly.
Obtained supporting documents to verify the calculation of the following fees:

o Privilege Fee of 10% of Gross Receipts after fee is included in commissionable

revenue.

o Customer Facility Charge (CFC) of $6.00 per rental day for the first 30 days

o Utility Facility Charge (UFC) of $1.00 per rental day

o Airport Facility Charge (AFC) of $0.95 per rental day
Examined the Monthly Gross Receipts Statement received from Hertz to ensure that all
fees are recorded properly and in compliance with the financial and reporting provisions
of the Agreement. '
Performed a completeness test using the Rental Agreement, Audit Report, Final Closed
Rental Report, and Monthly Gross Revenues Statement, to determine if the reporting
system is operating as intended.
Reviewed the External Audit Report and agreed Statement of Revenues (attached) to all
other reports.
Verified that amounts due to RIAC based on the audited reports were received.
Reviewed other documents such as insurance certificate to confirm compliance with the
Agreement provisions.



Additional audit testing and procedures were required to confirm the correctness of amounts calculated
and collected by Hertz. While it is not uncommon for an auto rental agency to contract with individual
travel agencies, as well as, companies such as Expedia, Orbitz, and Priceline, there were various nuances
found with the transmission and recording of revenues and fees. Because of this, the duration of the audit
was extended to accommodate the additional procedures and testing which included the following:

e Contacted travel agents in Rhode Island who perform prepaid bookings for Hertz rental
vehicles and discussed the process in detail.

¢ Obtained information from other auto rental audits to compare the process and typical flow
of data.

* Reached out to business contacts who are auditors at other airports to obtain any audit
results they may have and be willing to share.

We conducted this financial performance audit in accordance with generally accepted government
auditing standards set forth in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our finding and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our finding and
conclusions based on our audit objectives.

Audit Results

Based on the results of our testing for the period from January 1, 2022, through December 31, 2022, all
amounts were properly calculated and reported, and payments were accurate and timely with no
exceptions. Hertz is also in compliance with the external audit reporting requirements, and the required

certificates of insurance have been provided to RIAC. All audit procedures were completed with no
exceptions.

Hertz reported gross revenue of $10,144,680, total rental contracts of 32,994, and total transaction days
of 139,444 for the CYE 2022. In addition, Hertz paid the following fees to the Airport in accordance with

its agreement provisions, and confirmed these amounts to 'the External Auditors’ Report, and other
reports.

e Privilege Fee —$1,014,468

e Customer Facility Charge (CFC) - $836,664
e Utility Facility Charge (UFC) - $139,444

e Airport Facility Charge (AFC) - $132,472



Conclusion

We conclude that Hertz was in compliance with the reporting, payment, and insurance provisions of its
Agreement with the Airport.

This report is intended solely for the information and use of the Airport and Hertz and is not intended
to be and should not be used by anyone other than these specified parties.

Douglas Dansereau, CIA, CMA, CPA,
Chief Auditor and Strategy Analyst, Ethics Officer

December 29, 2023
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