Phone Expense Analysis

Original Analysis

I spent a few days looking over phone charges in three categories – cell phones, home/local and long distance/travel. I looked at expenses for five months from December through April.
From a dollars perspective, the following information came from the G/L over the five months timeframe I looked at.
G/L Month
Home/Local & Travel/Long Distance
Car/Cellular

Dec
$6,834.47
$12,665.06

Jan
$8,791.57
$13,343.74

Feb
$6,095.58
$8,243.67

Mar
$5,463.41
$10,320.46

Apr
$7,239.04
$9,965.27

Total (5 mos)
$34,424.06
$54,538.19

Avg/Month
$6,884.81 
$10,907.64 

The following analysis is meant to show general ideas and trends and should not be used to tie specifically to the G/L.

Cellular Phones

From December through April, there were an average of 74 cell phone bills submitted per month. The average expense report was for $108.00. Of that amount, we had the following dollar spread.

# Exp Reports GE $100.00
165

# Exp Reports GE $150.00
69

# Exp Reports GE $200.00
39

# Exp Reports GE $250.00
24

# Exp Reports GE $300.00
10

I picked ten of the more costly expense reports and actually pulled the expense envelope to get a better picture of what was going on. I found the following information. 
Expense Report
 Dollars 
Notes


 $        100.00 
Contractor, monthly charge of $89.99 for 600 minutes, plus .25/min for 76 minutes. $132.16 total.


 $        150.00 
No receipts in envelop


 $        181.24 
Monthly plan of $150.00, plus junk fees and tax


 $        110.08 
Monthly plan $89.95, plus 54 minutes over plan.


 $        130.89 
Monthly plan $119.99, plus tax. Report also includes $60.00 long distance 


 $        299.15 
Monthly service $100.00, Roaming charges $185.05


 $        375.72 
Monthly service $100.00, Roaming charges $268.08


 $        100.00 
Monthly service, no detail provided, summary bill is greater than $100. Perhaps a lid on agreed payment


 $        210.88 
Monthly service $119.99 AT&T One Rate, plus $56.25 @.25/min. No detail provided


 $        485.18 
Monthly service $119.99 AT&T One Rate, plus $318.25 @.25/min. No detail provided

Overall observations:

1. Employees need to look at upgrading their plans to get a better match between their plan and their actual cell phone usage. There are examples where the charges for extra minutes exceed the cost of the base plan.

2. Some of the large bills were inflated with roaming charges. People should be aware of these charges and keep roaming charges to a minimum.

3. In four of the ten envelopes I checked, there either was no call detail or no receipts at all. The detail would have been nice for my analysis, but I don’t know whether it should be required. However, I don’t think it is acceptable to have no receipts at all.

4. A large portion of the high cell phone users are VPs and senior managers.

5. There is probably no incentive to reduce cell phone usage. If bills come in for hundreds of dollars, I am not sure any scrutiny gets applied to them at all from management. The employee has no incentive to try to reduce cell phone expenses if the manager approves whatever expenses gets turned in.

6. We need to look at a company cell phone plan. This may be an opportunity to reduce overall costs, as well as a checkpoint for people to evaluate their plans.

7. I know it is tricky to adjust or place limits on these types of reimbursements. For instance, if we placed a cap on cell phone expenses at $100.00 per month, we could save up to $30,000 per year. Even a cap of $150.00 could save up to $15,000 per year. You would think that people could live with a $150.00 per month limit, but I don’t know if that would cause more aggravation or not.

Home / Local Phones

Between December and April, we averaged 69 expense reports for home/local phones, at an average of $72.00 per expense report. Most of the reports are for around $50.00, with the following higher distribution.

# Exp Reports GE $50.00
179

# Exp Reports GE $100.00
36

# Exp Reports GE $150.00
24

# Exp Reports GE $200.00
9

# Exp Reports GE $250.00
9

# Exp Reports GE $300.00
5

I looked at the detail from ten expense report folders.

Expense Report
 Dollars 
Notes


 $        147.11 
Entire local charges for three phone lines, 281 calls made.


 $        192.62 
Portion of local and all long distance charges


 $          77.64 
Entire monthly charge for two local phone lines, plus frills


 $        118.68 
Long distance calls made from home, plus 1/2 local service and tax


 $        120.00 
Two months at $60.00/month. Both bills were for more. Perhaps we have an agreement to pay $60 max/mo


 $          91.34 
One month local and Internet service from BellSouth


 $        806.61 
Entire local and long distance bill for one month


 $        945.42 
Two months bills for branch office. Applied to wrong account


 $          69.47 
One-month local service, plus all the possible additional charges (3 way calling, call waiting, additional line, etc.)


 $          65.51 
Paying local BellSouth phone bill and Internet service for contractor

Overall observations:

1. We are paying the entire local phone bill for a lot of people. We may want to take the opportunity to validate who is being reimbursed and what the circumstances are. In some cases, it appears that we are reimbursing for multiple phones per month.

2. Some of the large expenses were for long distance charges. With the use of VPN, hopefully these charges are going away, but I was not able to validate this one way or another.

3. It looks like in many cases when we are paying the bill, we are paying for many  extras, including call waiting, three-way calling, call back, etc. If we are paying for the service, we probably want to keep it bare bones.

4. In many cases we are paying for fast access connections such as DSL and cable modems.

5. Some of the largest bills are being paid to VPs and senior managers.

6. It might make sense to place caps on the dollars we will reimburse for home phone lines. In practice most are probably being used partially for personal use anyway. For instance, if the dollar amount reimbursed was capped at $50.00 per month, we could save up to $25,000 per year. 

Travel / Long Distance

Between December and April, we averaged 53 expense reports per month, with an average expense of $24.68. Most of the expenses are for $20.00 or less. The biggest observation is that a large proportion of the costs are driven by a small number of expense reports. For instance, of the 267 expense reports submitted with travel/long distance expenses, the top ten accounted for 34% of the entire dollar amount. The rest of the distribution of heavy hitters is as follows.

Total Cost of Top 10
2247.12
34%

Total Cost of Top 20
3184.25
48%

Total Cost of Top 30
3894.82
59%

Total Cost of Top 40
4415.09
67%

Total Cost of Top 50
4759.52
72%

I looked at the detailed expense reports for eight of the higher bills. 

Expense Report
 Dollars 
Notes


 $          82.79 
Long distance from London. One night stay.


 $          60.00 
Long distance calls from home. .05 / minute


 $        614.73 
Long distance from Amsterdam travel. One call approx $215, another $180. A few misc


 $          72.41 
Long distance and local charges on a three-day trip.


 $          88.11 
No detail. Two months of bills. IBM Global Services. 


 $        140.56 
Must be dialing in on computer. Sometimes 7-8 hours per day. Rate is .07/minute


 $        192.67 
No detail, looks like this includes BellSouth local phone as well.


 $        200.41 
Summary invoice page, but no detail included. (The bill also included $39.95 monthly DSL usage for home and two other bills for $36.49 and $32.34.

Overall observations:

1. There are many travel/long distance bills being submitted, but the vast majority is for small amounts of dollars. 

2. The detailed receipts are missing in many of the expense reports. This makes the analysis harder, but a summary of the long distance bill is probably okay for auditing purposes.

3. Most of the largest bills are being paid to VPs and senior managers.

4. An awareness campaign might make the most sense, focusing on managers. If people had more awareness of the high cost of calling long distance from hotels, they might think twice in the future. Otherwise, the small amount of total dollars spent and the small average bills probably do not leave much in terms of savings or efficiencies. 

5. We should also look at the benefit of using the AT&T calling cards. Do we get a price advantage for using the cards? If so, then we should have people use the cards while traveling. Depending on the rate, it may or may not make sense to use the cards for long distance from home. Many people are getting good long-distance rates from their homes.   

Overall Recommendations

First, we need to decide how much emphasis we want to place on reducing these costs and get management team buy-in for the overall tact to take. Depending on the how aggressive we want to get, we could do something like the following

Low-key

1. Send out some emails asking all employees to evaluate their cell phone plans to better align them with their call usage. If they are paying for extra minutes, they probably need a higher plan. If they aren’t using their minutes, they can downgrade plans. 

2. Messages to managers to evaluate who is being reimbursed for local service to see whether all these charges are still necessary. 

3. Look for opportunities to enter into corporate plans with cell phone discounts. Encourage people to convert to these plans when their current plan runs out, or immediately if they use the same corporate carrier.

4. This analysis does not take into account people who use an AT&T calling card. We can look at the advantages of using the calling card and decide if we want to put more focus on this. 

5. Look into alternative cell phone programs such as getting a pool of total minutes for groups of people, or for the entire company. 

6. Provide Business Unit Managers with reports showing their top ten expense reports for cell phone, local and long distance. This can bring visibility to these expenses and raise questions if necessary. An unexpectedly high dollar amount gets paid to the top ten highest expense reports each month. 

More Emphasis, High Visibility (Optional)

1. Start with the same general recommendations as the low-key approach.

2. We could provide better guidelines on the when to reimburse for these expenses, and communicate reminders on a more regular basis. For instance, do we have guidelines on when we pay for local phone service? We may find than many people getting reimbursed for local service don’t really need it.

3. Ask each manager who approves an expense report to validate that the expense falls within the guidelines. This might even be a checkbox on the expense report approval screen.

4. Set guidelines on how much we will reimburse for these expenses. For instance, if we set a $50.00 per month cap on local phone service and $100.00 per month for cellular, the savings could be as much as $50,000 per year.

5. Add overall cost reductions in phone usage part of the objectives for senior managers. 
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