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July 28, 2022 
 

Audit and Finance Subcommittee 
Thursday, August 4, 2022 

Boardroom/Webex  
101 N. 1st Avenue, 10th Floor 

12:00 p.m. 
 

 Action Recommended 

1.  Public Comment  
 
The public will be provided with an opportunity at this time to 
address the committees on non-agenda items and all 
action agenda items. Up to three minutes will be provided 
per speaker unless the Chair allows more at his/her 
discretion. A total of 15 minutes for all speakers will be 
provided. 
 

1.   For information 

2. Chief Financial Officer’s Update 
 
Jim Hillyard, Acting Chief Financial Officer, will provide an 
update on current issues. 
 

2.   For information 

3. Minutes 
 
Minutes from the June 2, 2022 Audit and Finance 
Subcommittee meeting are presented for approval. 
 

3.   For action 

4. IT Identity and Access Controls Management Audit  
 
Sebrina Beckstrom, Chief Auditor, will present the results of 
the IT Identity and Access Controls Management Audit for 
review and approval. 
 

4.   For action 

5. Federal Grant Compliance- Bus Purchases Audit 
 
Sebrina Beckstrom, Chief Auditor, will present the results of 
the Federal Grant Compliance- Bus Purchases Audit for 
review and approval. 
 

5. For action 
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6. Continuous Monitoring – Contract Change Orders, 
Second Review 

 
Sebrina Beckstrom, Chief Auditor, will present the results of 
the Contract Change Orders- Review #2 for review and 
approval. 

 

6.  For action 

7. Fiscal Year 2023 Audit Plan 
 
Sebrina Beckstrom, Chief Auditor, will present the fiscal year 
2023 Annual Audit Plan for review and acceptance. 
 

7.  For action 

8. Internal Audit Update 
 
Sebrina Beckstrom, Chief Auditor, will provide an update on 
the actions taken in Internal Audit, external reviews and prior 
audit findings and recommendations. 

 

8.  For action 

9. FY22 4th Quarter Budget Variance Review 
 
Tyler Olson, Manager of Budget and Operational Financial 
Controls, will review the budget variance reports for the 4th 
quarter. 
 

9.  For information 

10. Chief Financial Officer Recruitment 
 
Jessica Mefford-Miller, CEO, will be available to answer 
questions regarding the recruitment and process for the Chief 
Financial Officer. 
  

10.  For information 

11.  Intergovernmental Agreements, Contract Change 
 Orders, Amendments and Awards 

 
Intergovernmental Agreements, contract change orders, 
amendments and awards that will appear on the Board 
agendas are provided for information. 
 
If AFS members have questions regarding this item, please 
contact Valley Metro staff. 
 

11.  For information 
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12.  Report on Current Events and Suggested Future 
 Agenda Items 

 
Chair Stipp will provide members the opportunity to report on 
current events and suggest future agenda items for 
consideration. 

12. For information 
 

 
The next meeting of the Audit and Finance Subcommittee is scheduled for September 
8, 2022 at 12:00 p.m. 
 
Qualified sign language interpreters are available with 72 hours’ notice. Materials in 
alternative formats (large print or flash drive) are available upon request. For further 
information, please call Valley Metro at 602-262-7433 or TTY at 602-251-2039.  To 
attend this meeting via teleconference, contact the receptionist at 602-262-7433 for the 
dial-in-information. The supporting information for this agenda can be found on our web 
site at www.valleymetro.org.  

http://www.valleymetro.org/
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DATE      AGENDA ITEM 1 
July 28, 2022 
 
SUBJECT 
Public Comment 
 
PURPOSE 
The public will be provided with an opportunity at this time to address the committees on 
non-agenda items and all action agenda items. Up to three minutes will be provided 
per speaker unless the Chair allows more at his/her discretion. A total of 15 minutes for 
all speakers will be provided. 
 
RECOMMENDATION 
This item is presented for information only.  
 
BACKGROUND | DISCUSSION | CONSIDERATION 
None 
 
COST AND BUDGET 
None 
 
COMMITTEE PROCESS 
None 
 
CONTACT  
Jim Hillyard 
Acting Chief Financial Officer 
jhillyard@valleymetro.org  
602-262-7433 
 
ATTACHMENT 
None 
 

Information Summary 

mailto:jhillyard@valleymetro.org
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DATE      AGENDA ITEM 2 
July 28, 2022 
 
SUBJECT 
Chief Financial Officer’s Report 
 
PURPOSE 
Jim Hillyard, Acting Chief Financial Officer, will provide an update on current issues. 
  
RECOMMENDATION 
This item is presented for information only. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
None 
 
COST AND BUDGET 
None  
 
COMMITTEE PROCESS 
None 
 
CONTACT  
Jim Hillyard 
Acting Chief Financial Officer 
jhillyard@valleymetro.org 
602-262-7433 
 
ATTACHMENT 
None 
 

Information Summary 

mailto:phodgins@valleymetro.org
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July 28, 2022         AGENDA ITEM 3 
 

Audit and Finance Subcommittee 
Thursday, June 2, 2022 

Via WebEx/Phone 
12:00 p.m. 

 
Meeting Participants 
Councilmember Bill Stipp, City of Goodyear, Chair 
Councilmember Lauren Tolmachoff, City of Glendale  
Vice Mayor Laura Pastor, City of Phoenix (phone) 
Councilmember Robin Arredondo-Savage, City of Tempe  
 
Chair Stipp called the meeting to order at 12:05 p.m. 
 
1. Public Comment  
 
Chair Stipp said so with that we'll go ahead and begin with our Public Comment.  Mr. Crowley 
has submitted a card and as gift to both Councilmember Arredondo-Savage and 
Councilmember Tolmachoff, I have granted Blue's request for double the amount of time to 
speak today. 
 
Mr. Crowley said well, thank you because I really appreciate them being -- I communicated it to 
you before.  Their intelligence, wit and sensitivity to the problems of the entire system amaze 
me that you guys do what you do.  Appreciate that. 
 
All right.  I'll start with my favorite part of the document.  I'm going to be covering a couple in 
here.  Is that we're going to be cutting 97,000 miles of bus.  It says -- that will be on page 8 and 
the budget of -- the RPTA budget and it's number 11.  Overall, fixed bus route service levels 
are planned to decrease by 97,000 miles.  I keep on trying to find out where you spent the PTF 
funds and I keep on asking why you haven't, you know done what the plan that we put together 
said you needed to do, and I'd like to document that your new exec got me -- said that you only 
cut back two of the super grid routes.  And as I've shown you with the document from '06, if 
you only cut back two of the routes, where's the 25 that aren't there?  Because if you only cut 
back two and that was what the document said so I wonder about those things. 
 
And when it said that there were $140 million of PTF funds going to bus.  Well, I'm looking 
through here and I looked for that number and I don't see it.  I don't see it anywhere that that's 
the amount that were projected and done.  In fact, it says in here on page 10 of that.  You've 
got the operating and the capital, and this is for the bus.  How come it says VMR public transit 
funds program $451 million and VMR public transportation reserve another $57 million.  And I 
just have a hard time figuring if there was a cent as aggressively consuming as rail is anywhere 
that they'd have a reserve from last year.  
 

Minutes 
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And then when I look at see the amounts that you're going to be spending on the bus and I 
don't see any of the expansion.  Like I said, $140 million, I know that -- what is it?  Close to 97 
we have to spend on the operating cost of it.  It's -- I've been told before, but that doesn't all 
PTF.  Where is the expansion. 
 
And that's one of the things I'd like to cover in here.  It says about how you guys are buying 
next year -- how many buses was it?  43.  Well, over the last 10 years, how many years did 
you not do that?  Because our fleet size should be -- because what we put together for you 
guys to do it should be immense.  As I was saying to your staff person, we had it in there that 
you had circulators within the smaller communities to be hooked to the bus because back then 
Surprise, Goodyear were in the hinter lands. 
 
In fact, we didn't realize that when we made the plan that there are Indian reservations right on 
the other side and why aren't we including them since they are a part of MAG and a part of the 
region that the bus stops right there next to the Rez.  They're a part that does pay taxes if they 
come to any of our communities and if they are paying for the service both the rail and the bus 
it would be nice if at least of them made it out onto the Res. Now, we do have one route that is 
51st Avenue that goes down to the casino, but that's not the only reason we need to have 
communities of communication on this. 
 
And my favorite one, you guys had to do how much with the lobbyists, and you've got it on 
here that we're going to play with them again because they did such an effective job and 
communicated as well and did what?  And remember, don't use convoluted funds. 
 
And then the one for the State.  That's interesting too.  Not that any of your cities doesn't right 
now lobby the legislature, but when it comes to bus and even rail transit, you know what they 
feel being with that Republican mindset that's socialism and they can't support it especially if it's 
taxed.  But those are a quote from the right honorable ex-mayor of Surprise, and I won't say 
who he is just that his wife is very much into education so. 
 
With what you're doing, you need to do it better.  When it comes to making things multi-modal, 
you need to re-evaluate your entire route along -- the one going to 79th Avenue especially with 
what I've shown the Chair when it comes to the weather that we're having every week for the 
next six weeks it's going to go up one degree in average temperature and this week it's 101.  
So when you have a stop with the rail, it needs to be seamless and convenient not 3/8ths of a 
mile away.  Come on.  Do planning. 
 
Chair Stipp said thank you, Mr. Crowley.  Are there any other comment cards, Pat? 
 
2. Chief Financial Officer's Update  
 
Mr. Hillyard said thank you, Mr. Chairman. No formal update for the Committee today, but I did 
want to say quickly thank you to your city's Chief Human Resources Officer (CHRO) who has 
agreed to serve on the evaluation committee for staffing firms that we'll be selecting to help us 
with a number of the high profile hirings in the months to come including the CFO role.  So 
thanks to him for taking one for the team. 
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Chair Stipp said great.  I'll have to acknowledge that as well at our -- in our next meeting. 
 
1.  Minutes 
 
Minutes from the May 5, 2022, Audit and Finance Subcommittee meeting are presented 
for approval.  
 
Chair Stipp said Pat, I'm just looking at the screen.  There are no members online, 
correct? 
 
Ms. Dillon said no. 
 
Chair Stipp said okay.  No offense to the rest of you that are watching, I just want to make 
sure I'm not missing anybody that -- that I need to formally recognize up there.  So with 
that, I will acknowledge that I have lost absolute control of this meeting.  And will entertain 
a motion to approve the minutes from the May 5th meeting that I was not at. 
 
Motion by Councilmember Arredondo-Savage, second by Councilmember Tolmachoff.   

I'm not even sure why I'm saying it. 

Any other discussion?  If not, all in favor, say aye.  Any opposed?  The ayes have it. 
 
IT WAS MOVED BY COUNCILMEMBER ARREDONDO-SAVAGE, SECOND BY 
COUNCILMEMBER TOLMACHOFF AND UNANIMOUSLY CARRIED TO APPROVE 
THE AFS MINUTES FROM MAY 5, 2022. 
 
4. Fiscal Year 2023 Valley Metro RPTA and Valley Metro Rail Proposed Operating 

and Capital Budgets and Five-Year Operating Forecast and Capital Program (FY23 
through FY27)  

 
Chair Stipp said the day has finally arrived.  We're finally ready to push it over the finish 
line.  Jim?  Tyler?  I'm not sure who's doing it. 
 
Mr. Hillyard said thank you, Mr. Chairman.  So Tyler and I both will present to you briefly 
and believe it or not, mine will actually be brief this time. 
 
So we have two things going on, what I'd like to do is simply to make sure that we're 
clearly connecting the dots between the decision making format that we've been using 
heretofore.  That we're showing all the different issues going from '22 to '23 in the various 
categories and breaking out what was city funded and what wasn't.  We thought that was 
the best format for you in understanding what was changing and being able to make 
decisions on that.  You'll see in your packet attached to the memos is our more traditional 
budget document, which is laid out like our accounting system, right.  So it breaks things 
out by -- by function and by year. 
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And so, all I wanted to do today for you and then with the Board in the weeks to come is 
just to make -- to highlight that those two things are consistent.  That the numbers 
crosswalk between them so because they're two different formats, I want to make sure 
there isn't any concern that anything has changed in the process. 
 
Then I'll hand it off to Tyler and he will share with you our five-year forecast.  As you know, 
the five-year forecast is something we're required to do, however, it has no implications for 
our budget or authority.  It's simply a way for us to communicate to cities what we think is 
coming down the road.  So it's -- it's not something that -- while you take action on it, it's 
not something that gives us any authority to do. That's granted in each year's individual 
budget.  It's sort of a (indiscernible) way of communicating what we think is down the road. 
 
Okay.  So very quickly then on my end.  A couple things that have changed since our last 
meeting.  First, we've incorporated the revisions that were discussed in the May Board 
meeting, reducing the overall requests for the two budgets combined by $2 million.  We've 
also scheduled an executive session as part of the June budget -- I'm sorry, the June 
Board meeting.  And the purpose of that session will be to present to the Board privately 
the ranges that we think are probably appropriate for solving the staffing problems for the 
key positions that we've talked about, bus operators, security staff, cleaners.  Both 
individually so you have a sense of those ranges and can give us your feedback on that 
and therefore, if you think that they are too high or too low, you can tell us that and we'll 
incorporate that before we have any outreach with -- with vendors. 
 
And then secondly, so that you can see them lined up next to each other to make sure 
there seems to be some internal equity and logic and we're not, you know, paying an 
easier role a higher wage than a harder role, per se. 
 
So we'll cover that in the June Board meeting and that will set the stage for then us to 
begin doing outreach to those -- having negotiations with those vendors to the degree that 
you deem that's appropriate. 
 
And then, lastly, I just wanted to point out that in both of the budget memos, we have 
explicit language requiring any use of any operations contingency that's ultimately funded 
to be pre-approved by the Board before it can be implemented. So this is the sort of fire 
wall language that we've talked about and we want it so it's explicit in both -- in both 
budget memos and in the motion that we're recommending that be used to pass the 
budget so that it's clear and in force. 
 
Okay.  So with that –  
 
Chair Stipp said Pat, I just got a message from Councilmember -- or is she Vice Mayor?  
 
Vice Mayor Pastor -- okay.  She's trying to join.  Okay.  All right.  Go ahead. 
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Mr. Hillyard said so with that, here's the Executive Summary format that we've been 
working with since March and, you know, the very top line is the RPTA budget total 
funding and you'll see that the total number including the reductions that we've 
incorporated for May is $191.9 million.  So translating that to the more accounting-oriented 
format that's in the formal budget documents attached to your memo for adoption is this 
table which is the uses for RPTA and I just wanted to highlight there's the $191.9 million.  
So the totals tie across the two. 
 
Secondarily, looking to the funding component of this, you'll see in our Executive Summary 
document we've got $50 million of city contribution to the RPTA budget and when we go to 
the sources table attached to your memo, you have $50 million of city funding.  So the 
totals tie and the funding by amounts tie and we just wanted to highlight since they're two 
different formats. 
 
Similarly, on the VMR side, total funding for VMR is $97.7 million.  Flipping to the table 
attached in the formal budget documents, attached you see that $97.7 million. 
 
Then lastly, in terms of city funding, the city participation is $44.2 million in VRM and in the 
formal budget documents you have that same $44.2 million in the sources and uses table. 
 
So that's really all I wanted to do was make sure because we were changing formats and 
going from our discussion-based documents and going these formal documents for 
adoption that break it out by service and division that it was clear that these were the 
same.  We faithfully translated the work that's been done heretofore. 
 
Are there any questions I can answer before I hand it off to Tyler to give you a quick 
overview of the five-year plan?  Thank you very much.  Take it away, Tyler. 
 
Mr. Olson said alright.  Thank you, Jim.  Chair Stipp, members of the Subcommittee, I will 
quickly take you through our five-year forecast.  As Jim mentioned, we have no authority 
to spend beyond FY23, '24 through '27 is really, just based on our best estimate at the 
time and we know that can change as economic conditions change.  One thing we do 
include are known contract rates, so we've included those.  We do know that we have on 
the RPTA side at least two bus contracts expiring in the next two to three years so there's 
certainly some uncertainty in those years going forward until we get real market rates. 
 
Jumping into it.  For fixed route, we work with your member cities to include the Short 
Range Transit Program changes so those are included in there.  Demand service really 
looking at '24 through '27 just a, you know, 3% increase on trips so far in the period.  
Average fare, as we've talked about, has improved quite a bit with a return to front-door 
boardings so positive trend there.  It will continue to improve through the five-year window 
and, you know, I think we're all really excited about the replacement of the fare collection 
system so that will certainly put a true Point of Sale control on the purchase of reduced 
fare which we don't have today.  Really looking forward to that.  I'm optimistic that numbers 
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will be even better by the time we get there.  So ridership will increase, our assumption at 
least, to pre-pandemic levels by the end of the five-year window. 
 
This is what that ridership looks like for RPTA service as well as demand service so fixed 
route and demand and the average fare there.  Again, I'm hoping that the fare collection 
project will actually help these even further. 
 
Total source and uses -- yup. 
 
Chair Stipp said I think just given the speed at which we're speaking and whatnot if we 
could just stop for each -- each (inaudible)  
 
Mr. Olson said sure. 
 
Chair Stipp said how do these numbers line up to pre-pandemic levels? 
 
Mr. Olson said so pre-pandemic as far as fixed route service our ridership would be 
around, you know, close to $14 million.  That's kind of where we're hitting at the end of the 
five-year window.  Same thing with the demand service below that.  Average fare is going 
to be the same, you know, pre-pandemic it was around $0.70, but again, I think with the 
tighter controls that we'll have over reduced fare, we don't know what we don't know yet.  
And again, very optimistic that that will be even better.  Just don't want to over commit 
without having the data. 
 
Chair Stipp said yeah.  And I think the ridership numbers are probably the bigger key for 
that and really trying to set expectations that we won't return to that full ridership for yet a 
number of years.  I think going back to 2020 the calendar year, I think we would have 
thought we might have been there already, but I think we are all seeing the reality of 
what's coming forward so.  I think having a conversation as we talk about this with the full 
Board it's just kind of pointing -- using that as a point to remind everybody that full pre-
pandemic ridership probably won't occur until FY28. 
 
Mr. Olson said we can definitely hit on that at the Board meeting.  Absolutely. 
 
Chair Stipp said okay.  Thank you.  Anybody else?  All right. 
 
Mr. Olson said okay.  So those assumptions and numbers, total sources and uses.  Again, 
we've got a couple contracts expiring over this period, so we've included some estimates 
there, but really won't know until we get those rates.  Total operating plan over the five-
year window is $1.3 million.  I do want to note that we do have the advertising in there that 
the Board approved earlier this fiscal year.  I want to say at the beginning of the fiscal year 
if I remember right.  So we're excited to grow into that program.  Want to start out a little 
conservative $600,000 for '23 and hopefully, do better than that depending on, you know, 
how that program goes. 
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Moving on to capital.  By far the largest component of our capital program is the 
replacement of existing fleet as well as some placeholders for expansion within the five-
year window.  So over the five year period, bus fleet $106.2 million, but these are not just 
RPTA buses.  These are buses operated by other cities.  We provide the local match and 
PTF through the Transit Lifecycle Program on the capital side of that working with your 
cities based on a regional fleet plan. 
 
Second largest category is facilities and equipment.  Almost $26 million over that period.  I 
want to point out that the largest driver of that is the fare collection system project that 
we've invested in as a region.  That we're partially through that project right now.  That's 
over $16 million for the fare collection system modernization project local match that we 
provide that Phoenix has the grant for.  And then, of course, the full fare box replacement 
that will align with that larger project in which we have the grant as well as the local match 
for. 
 
I'm sorry.  Any questions on this slide? 
 
So just taking a look at those assumptions by number, $792 million over the five-year 
window.  Any questions on this slide?  Okay. 
 
Alright.  Any questions before we jump into the Valley Metro Rail operating capital 
forecast?  Alright. 
 
Chair Stipp said Vice Mayor Pastor, thank you for joining us.  We are -- as we run through 
this just announce any questions that you have as Tyler and Jim are going through these 
budget things if you've got any.  Just jump right in. 
 
Mr. Olson said all right.  So Valley Metro Rail.  I'm sorry.  You want me to wait?  Okay.   
 
All right.  So five year operating assumptions for Valley Metro Rail, obviously, Tempe 
Streetcar kicked off this month so super excited about that.  We included 12 months in 
FY23 and thereafter.  Upcoming extensions, service that we have in place at this point.   
 
January of '24, we'll have Northwest Extension another just under two miles of light rail.  
And the South Central coming on in FY25 partway through the year.  That's another five 
miles. 
 
So same trend on fare revenue, if you remember, light rail fare revenue has done a little bit 
better even during the non-inspection period I think due to the additional security that's 
there to help enforce that, but essentially, same trend.  Ridership by the end of the five-
year period back to pre-pandemic levels as well as average fare. 
 
Here's a look at ridership -- estimated ridership over that period for each of the alignments 
so $11.3 million would be close to our pre-pandemic level.  Ridership by city so just 
breaking those numbers out a little more transparent by city.  You can see that average 
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fare for rail is about double streetcar.  That's primarily due to -- directly due to the fact that 
streetcar is a cheaper fare as far as being a shorter route, very much in line with other 
systems, other agencies as we brought forward the fare policy in March on that topic. 
 
Councilmember Tolmachoff said thank you. Tyler, what are you basing those increases 
on? On historical data?  Or like what datasets are you using to those assumptions for 
increased ridership year by year? 
 
Mr. Olson said good question, Councilmember Tolmachoff.  So really, you know when it 
comes to historical data, we'd like to rely on that.  It's pre-pandemic has reset everything 
so really based around the phasing of the fare collection project.  So we know that mobile 
ticketing will be coming on partway through the fiscal year '23.  The larger launch is really 
going to be around fall of FY25 so that's where you'll see a big bump there from $0.74 to 
$0.86.  Really getting, you know, a full year under our belts going to $0.90.  That's really 
what we're estimating and some of the growth as far as ridership, you know, what have we 
seen, you know, in the last 12 months and, you know, even month by month we look at all 
the detail on that. 
 
Councilmember Tolmachoff said the revenue makes sense to me, but the increase in the 
number of riders I -- I mean, I know we have to estimate -- provide estimates, but I mean, 
how are you getting, you know, from fiscal year '23 to -- number to fiscal year '27 number 
of that, you know, based on what do you believe the ridership increase is going to be that 
significant? 
 
Mr. Olson said the biggest thing with light rail is really the additional service that is coming 
on so that will bring folks that, you know, obviously, didn't have light rail in their community. 
Having access to that and hopefully – 
 
Councilmember Tolmachoff said okay.  That makes sense. 
 
Mr. Olson said you know, taking advantage and really enjoying the system and being a 
new passenger for us so. 
 
Councilmember Tolmachoff said so the biggest bump actually really is coming from 
Phoenix and that's when South Central probably comes online? 
 
Mr. Olson said yes, yes. 
 
Councilmember Tolmachoff said okay.  That makes sense. 
 
Mr. Olson said the next two extensions are both for City of Phoenix so that's yeah a great 
observation. 
 
Councilmember Tolmachoff said all right.  Very good.  Thank you. 
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Mr. Olson said any other questions on ridership?   
 
Councilmember Arredondo-Savage said I think that Councilmember Stipp mentioned it a 
little bit earlier, but in regard to being able to see the comprehensive picture of it, it would 
be really good to see these numbers pre-pandemic.  I mean, we've always struggled with 
ridership.  That's been something that we've talked about a lot at least since I've been on 
the Board and part of the AFS so is there a way as we talk about a better way to present 
the budget to the future especially to the Board of maybe incorporating some of those 
years, you know, pre-pandemic.  At least a couple so we can see that trend.  Not only just 
for ridership, but also for our budget numbers.  I always catch myself having to go back or 
ask my staff and like okay, wait, wait, where were we back in '19?  Because to me that's a 
little bit clearer picture than basing it on jut starting fresh and moving forward and not really 
taking into account where we've been. 
 
Mr. Olson said sure.  No, absolutely.  That's something I could easily incorporate say, into 
the board presentation if that's helpful. 
 
Okay.  So operating sources and uses.  Taking a look at this and I'm just reiterating a bit 
what Jim said about the COVID relief.  We still have some money based on timing of those 
drawdowns and eligible funds on Valley Metro Rail.  Drawing that down as fast as we can.  
Of $33 million in there of COVID relief money remaining.  You can see the big shift in 
member city contributions.  When that money goes away, you see a big bump there from 
$44 million to $82 million.  That COVID relief directly offsets the member city contributions 
while we have it so that's the biggest takeaway for this slide. 
 
And then, of course, for the partial years that I mentioned in which Northwest II comes on 
and South Central, you'll see a bump in member city contributions there and that is really 
City of Phoenix contributions for that additional service. 
 
Any questions on this slide?  Alright. 
 
Taking a look at five-year operations by segment.  Really, again, just the cost for each 
year and you can see the partial years there.  Northwest II, you know $1.7 million for FY24 
about halfway through that year and the same thing with South Central $6.8 million full 
year after that. 
 
So as far as the capital projects.  In FY23, we'll have two active construction projects 
which we've talked about, Northwest and South Central.  Capital extension would be the 
next one that would fall within the five-year window and I-10 being further out then that. 
So here's a look at the expenses and revenues for the capital projects over the five year 
plan.  You can see that, you know, we're, obviously, winding down to the end of our 
program through the end of Prop 400.  $402 million in FY23 reducing further as we get 
closer to operating South Central as well as Northwest Extension.  And then some 
continued effort on the Capital Extension that I mentioned and some preliminary 
construction there. 
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Taking a look at state of good repair.  So some of these elements are PTF funded for 
regional assets.  We also have federal funds available.  Over the five-year window, looking 
at $27 million for light rail infrastructure, vehicles and the, of course, the personnel to 
support those efforts. 
 
So next steps, as you all know, taking this to the Board in two weeks and we'll add some 
additional data to the slides to help emphasize some of the pre-pandemic boarding levels 
both on RPTA as well as VMR.  And with that, that concludes my presentation.  
 
Happy to answer any questions that you may have. 
 
Chair Stipp said great. Vice Mayor Pastor, did you have any questions regarding the 
overall budget, any of the material you happened to catch while you were on or anything 
prior to that or do you want to wait until the end? 
 
Vice Mayor Pastor said I'll wait until the end. 
 
Chair Stipp said that's what I figured.  Okay.  Any other questions or comments?  Okay.   
 
The -- just a couple of generic comments.  First of all, the road has been very long to get 
here and -- but I think we have a really strong product here at the end and thanks not only 
to you two who take all the glory and the punishment, but to everybody who is sitting 
around the table as well.  How many questions did we end up with regionally?  Do you 
have an idea off the top of your head? 
 
Mr. Hillyard said Mr. Chairman, I haven't counted the latest.  We just responded to some 
new questions from Tempe.  I did, however, tally our current page count across all budget 
documents is 167 pages so. 
 
Chair Stipp said so I think we've shown the benefit of doing that and then getting that out 
to everybody and if we are able to track that differently next year as we go forward 
perhaps, we can get some of the repeats out of the loop, but that was I think very helpful.  
It brings us to basically no questions, no discussion here at AFS going forward which -- 
which is kind of a big deal.  Hopefully, the Board meeting goes very similarly so thank you 
to everybody for going through that. I know that the Management Committee met 
yesterday, had a very robust discussion about the contingency, et cetera and ways to 
reduce it -- kind of reduce it by size not necessarily by scope is I think a good way to 
describe that.   
 
And I would just encourage the members of the Audit and Finance Subcommittee to check 
in with your city manager and hope that Jim and Tyler you guys come back during that 
executive session when we talk about the contingency, how we look at scoping that -- I'm 
sorry, sizing that correctly.  There were several ideas that came out from the managers 
about ways to limit the size of it using unexpended expenses and, you know, just kind of 
making sure that it's right sized.  
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Keeping in mind and I think there's support for we don't want there to be a surprise six or 
eight months from now.  I think that's an important piece and I don't think it's lost on the 
managers either.  So trying to thread the needle on that so to speak, but I wanted 
everybody to kind of be -- be aware of that going forward. 
 
So with that, I'll go back to Vice Mayor Pastor see if she has any closing comments before 
we move on to the next agenda item. 
 
Vice Mayor Pastor said I do on item -- yes, item 4.  I do have concerns -- can you hear 
me? 
 
Chair Stipp said yeah, go ahead. 
 
Vice Mayor Pastor said okay.  I do have concerns about the operation contingency piece.  
I think that there's other ways to address potential needs to increase contracts that don't 
involve operation contingency.  And so those are -- that's just one of my concerns.  My 
understanding from the past is that there has -- this has never -- an operation contingency 
funding has never happened in the past and so I'm questioning that.  So that's just it. 
 
Chair Stipp said okay.  And I think Councilmember Arredondo-Savage has a similar 
concern. 
 
Councilmember Arredondo-Savage said yeah.  And I -- just a couple of things too and Jim, 
thank you for responding to these, but you gave them to me right when I was driving here 
so I just -- I'm trying to read through your answers really, quick.  And I think there was 
some really, good follow-up that you provided and I'm hoping that you'll be able to share it 
with not only the AFS people, but you know the one of the things too like the Vice Mayor 
mentioned is a big concern for Tempe is the contingency amount and how we work 
through that.   
 
And then part of me was starting to think -- and based on your response which I haven't 
really had a change to dig in and I would like to is what I asked was how have we dealt 
with emergency needs of funding in the past?  How is that looked like?  What have we 
done?  And your response was, basically, that it kind of falls on the city’s shoulders.  Did I 
get that right?  Because I'm trying to read through this fairly quickly. 
 
Mr. Hillyard said sure.  No.  Yeah. 
 
Councilmember Arredondo-Savage said it's something around that, right?  That that's fine.  
I'm not saying that's wrong.  As I'm thinking to myself is well, you know, and probably 
every city does it a little bit differently, you know, we have reserves for that reason.  So our 
-- if we go forward with this contingency plan, I just -- for myself wanted to ensure that I'm 
not kind of creating a double contingency bucket, you know, one at Valley Metro and then 
one within our own transportation budget because we do that already. 
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Mr. Hillyard said sure. 
 
Councilmember Arredondo-Savage said I think that should be really -- I need to look into 
that a little bit more.  So that is a concern with me too and I -- I just don't want it to be a 
pocketbook really when it comes to our contractors which I hope it won't and I don't think it 
will get to that point either.   
 
But another question I -- we asked was just about efficiencies.  Is how are we ensuring 
that the efficiencies are happening before they're asking for more money?  Right.  Like, 
how do we ensure that they are doing their due diligence to make sure that they're as 
streamlined as they possibly can be providing the best services that they can and it's not 
just about the dollar.  I don't want it to always just be about the dollar either.  So that was 
one of the other questions too.   
 
And I like how you answered the question about the set aside monies.  We talked about 
wage increases and the set aside monies, but you actually met -- listed on here in your 
response about what the contractors are doing on their own which I thought to me that 
was like kind of really eye opening.  So for some of you that might not know, they're doing 
like sign-on bonuses, referral bonuses, recruitment advertising.  Same with the cleaner.  
Same with the paratransit and the East Valley bus so I think we have to know those things 
for us to be able to make really good decisions about what this contingency may go 
towards.  Because I really do feel like that's kind of one of the things that kind of is giving 
me some -- a little bit of reason to pause. 
 
And then lastly, as we are putting on these new positions -- which I want to say thank you 
first and foremost, because I think you guys have done a really good job of addressing our 
167 questions and I love that platform to give us the ability to do that.  I think that's a really 
good thing for everybody to be able to see that and know that we really care and we're 
being as transparent as possible.  But as we add those new positions and, I guess, this is 
kind of probably more for our CEO, for Jessica, is how are we ensuring our employee 
structure is where it needs to be?  And I think that as we bring on our new CEO, we'll 
probably see a little bit more organization change and shift.  I would expect that to happen 
and just to really ensure that those employee's efficiencies are happening internally as I 
would expect them to be with our contractors too.  So I don't know, Jessica, you can 
answer that a little bit later if you'd like.  
 
And then for me the last thing that I -- I'm going to continue to talk about it and say it is 
when we talk about a 22% increase of funding, that is outpacing what we do.  Our -- we 
are at 17% and I do not know how we are going to survive to be able to catch up with that 
22%.  And so, to me that is something that is continually just red flag, red flag that 22% to 
me is just not -- not something that we can sustain for the future so I -- I just want to throw 
out those thoughts.   
 
I want to say thank you for, you know, always being responsive and getting me this 
information and I apologize I haven't had a chance to -- I guess, I could have done it while 
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I was driving, but that probably wouldn't have been a great thing to do.  So anyway, Chair, 
those are some of my thoughts. 
 
Unidentified Speaker said take the light rail. 
 
Councilmember Arredondo-Savage said whoa.  Listen, I would but I have to hurry back to 
my city quickly.  And then plus Sam needs a ride.  I got to (inaudible)  
 
Councilmember Tolmachoff said where is Mr. Sunshine today? 
 
Councilmember Arredondo-Savage said yeah.  What happened to Sunshine?  Who are 
you?  You are a rose right now. 
 
Chair Stipp said were there questions in –  
 
Councilmember Arredondo-Savage said I don't know.  Maybe it was more of a statement. 
 
Vice Mayor Pastor said I'm not there.  I'm not there so then he'd be Sunshine. 
 
Councilmember Arredondo-Savage said that could be it.  He obviously needs you.  Thank 
you, Vice Mayor. I do have a question though. 
 
Chair Stipp said okay.  Before we go to the -- before I lose absolute complete control, did 
you put any questions from that, Jim, that you can respond to today?  And I don't mean 
that -- I don't mean that negatively. 
 
Councilmember Arredondo-Savage said that's fine.  You said comments for questions. 
 
Chair Stipp said correct.  And I was trying to – 
 
Councilmember Arredondo-Savage said so maybe it was a little bit of both. 
 
Chair Stipp said and I was trying to see if Jim had anything he wanted to respond to. 
 
Mr. Hillyard said thank you, Mr. Chairman.  In fact, I think a lot of the points that Rep. 
Arredondo-Savage was hitting are things that were incorporated into the questions we 
received from Tempe yesterday and responded to today.  And so, we'll just post those out 
to the question log.  We'll highlight them so everybody can see the changes and I think -- I 
don't know that it bears taking the Committee's time to talk about something we're just 
going to provide in written format. 
 
Chair Stipp said okay.   
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Mr. Hillyard said they're all good points and I think -- I think some of them are spoken to in 
our response, but you know, clearly these are unusual times with unusual costs, and we 
all hope they don't continue. 
 
Chair Stipp said so if -- I think based on what -- the questions that came out of TMC 
yesterday, the questions from Tempe which seem to -- which seem to be driven toward 
the contingency piece, if we can pull those together to talk about when we talk about 
contingency, that might help.  I think with 160 some questions or however many pages 
there are we're going to get blur in that -Mr. Hillyard said yup.  Yup. 
 
Chair Stipp said -- and if the central focus seems to be solely on the contingency –  
 
Mr. Hillyard said yes. 
 
Chair Stipp said -- maybe we pull those out and talk about that separately.  And I know the 
plan is to talk about that in an executive session –  
 
Mr. Hillyard said yes. 
 
Chair Stipp said -- at the Board meeting so again, I think if we get that information ahead 
of time that may help –  
 
Mr. Hillyard said absolutely. 
 
Chair Stipp said -- at least generate more questions or answer some. 
 
Mr. Hillyard said yes. 
 
Chair Stipp said and with that, I'll shut up and go to –  
 
Mr. Hillyard said and Mr. Chairman, just to the contingency point.  I think the key 
discussion in TMC/RMC yesterday that you alluded to and if everybody else hasn't had a 
chance to touch base with their staff yet, was a question of whether particularly in the 
RPTA side could we use savings for missed trips to sort of buy down the amount we're 
putting in the contingency.  So there would still be a contingency available, it's just that 
some of it would be in this contingency line and the other would be in the standard service 
line for underrun because you were missing trips. 
 
And so we did some analysis of the degree to which that's possible.  We're only under 
running when you account for the increase in the cost of fuel, we're only under running in 
bus transit services by maybe 3% so it's not a wide margin and so I think the challenge is 
we could, however, you then run the risk of if we solve the problem a little faster than we 
thought, we're hitting you for additional money mid-year.  And so it's really just a question 
of risk tolerance. If we think there's benefit in accepting a little more risk of a mid-year hit, 
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we can make the contingency line a little smaller and bank on using those savings, but if 
we miss the mark then we'll be hitting you up mid-year.  
 
And so, it's -- from a Valley Metro perspective, quite honestly, we don't care.  This is really 
a question of to what degree do the cities want to take a chance of getting hit with a mid-
year bill.  I think we're putting in place the protections to ensure the contingency cannot be 
a slush fund, it can only be used with the express consent of the Board, and we will only 
even start to negotiate with contractors with the express consent of the Board from the 
executive session.  So I think we have a control on the front end and a control on the 
backend and then the question is just in the middle how much risk the cities want to take 
and we're okay either way. 
 
Chair Stipp said sure.  Is there -- is there room within a -- within any of the reserves to 
cushion that?  Because our reserve amount is pretty, substantial as well. 
 
Mr. Hillyard said you know, it too comes down to a question or risk.  So the reason that we 
maintain a reserve and I think it -- Tyler, do you remember the -- the agency level reserve 
number for '23?  Our agency -- not reserve, but our agency sort of overall -- no, no.  Oh, 
I'm sorry.  Were you talking about could we use like PTF reserves?  Is that the question? 
 
Chair Stipp said yeah.  PTF reserve. 
 
Mr. Hillyard said I was misunderstanding the question.  On the RPTA side, the answer is 
to a very significant degree, but not entirely.  And that's really important because anything 
that is PTF -- that has PTF funding involved in it could use PTF balances as that 
contingency, but that precludes things like circulators.  Right?  They're not PTF funded, 
they wouldn't qualify.  So -- it's a very, very significant portion of the RPTA side could be 
PTF funded.  It starts in the West Valley to put you guys closer to your JE limit and so 
depending on what policy decision the Board decides to make with JE, that could come 
back to haunt you two years from now if we don't get quite the level of revenue we've 
expected, et cetera, et cetera.  So there's little bit of risk involved in that, not a tremendous 
amount depending on whether the Board decides to maintain its historic JE policy or not. 
 
But so the answer is yes, but not entirely and the entirely is really important.  In fact, Kathy 
Colbath, I'm thinking of you.  Kathy has been very concerned that we make that very clear 
that things like circulators that aren't PTF funded couldn't be in the contingency either.  So 
mostly. 
 
Chair Stipp said well, I think the real, you know, part of this discussion is we're talking 
about actual money today. 
 
Mr. Hillyard said right. 
 
Chair Stipp said as opposed to potential money tomorrow. 
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Mr. Hillyard said right. 
 
Chair Stipp said and I think that -- the takeaway that I'm getting from this information is that 
that the concerns.  It's today's dollars – 
 
Mr. Hillyard said right. 
 
Chair Stipp said -- 22% versus 17% today versus what may occur FY24, 25 which are 
potentials. 
 
So I think between now and the Board meeting, we've really got to kind of solve that -- 
solve that question going forward as we go.  And before I go to Councilmember 
Tolmachoff, I see Jessica actually raised her hand.  How polite of you in this very informal 
meeting.   
 
Ms. Mefford-Miller said thank you, Chair Stipp.  I'm trying to interact in this strange hybrid 
environment and thank you to Councilmembers for allowing me to attend virtually today.  I 
am midway between St. Louis and Arizona and look forward to arriving back in Arizona 
with the family in tow this weekend.   
 
So just a couple of quick responses.  So one of my thoughts, we've heard a number of 
different pieces of feedback from member cities that are not entirely consistent yet 
between member cities that really comes down to the issue of risk tolerance and whether 
or not we would like to include a contingency in the budget versus coming back with a 
potential mid-year adjustment.  So in advance of our full Board meeting and that executive 
session in which we might be discussing some of this on June 16, I would encourage 
Board members maybe to touch base with your city managers or other staff because I 
think we're all budgeting a little bit differently and  
 
Councilmember Arredondo-Savage, for instance, I know you reference a contingency 
that's included within the transit budget for the City of Tempe.  I'm not sure if all of the 
member cities have such a contingency, but it's that risk tolerance that we'll need to kind of 
ascertain for the Board as a whole.  And I think that will be helpful in informing how we 
proceed moving forward whether that's contingency or potential mid-year adjustment if we 
do avail ourselves of some of the savings that we're experiencing in the current fiscal year 
due to vacancies and missed trips and other things, we just have to recognize that as we 
move to FY24 that will look like a bigger jump than '23 because we were -- we were 
realizing those savings from '22.  So just a thought there. 
 
And then I wanted to respond just briefly, Councilmember Arredondo-Savage to your 
question on a personnel review.  So this is certainly something that we need to undertake.  
It's not -- a full scale personnel review is not typically something that happens 
organization-wide every single year which is why it's not included in the budget process.  
But things that we've already done is -- we don't have a hiring freeze per se, but I am 
reviewing all of our vacant positions and helping make determinations regarding whether 
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or not we're going to fill them or repurpose the perhaps for some of these other needs.  So 
that's happening on a per position basis. 
 
We're also have a couple of programs coming up.  We'll be doing an operations and a 
maintenance peer review looking at our organizational structure and resourcing.  And then 
there are a few other key functional areas that we're going to be reviewing in the year to 
come. 
 
I look very much forward to repopulating our leadership team including those several key 
positions and tasking those individuals in assisting in that personnel review.  So it's 
coming.  It's coming and we'll be having a lot of active conversations about team 
composition and resourcing in the coming year.  Thank you. 
 
Chair Stipp said so that's all you're going to be doing? 
 
Ms. Mefford-Miller said I mean, no. 
 
Vice Mayor Pastor said if only. 
 
Chair Stipp said yeah.  Exactly.  That was my point so.  Vice Mayor Pastor, you want to 
join in on this conversation as well. 
 
Vice Mayor Pastor said yes.  And I would prefer a mid-year request to a budget 
adjustment as needed because there is significant savings from vacancies and I think that 
is a bigger discussion that we can have as -- as well stated by Jessica of the conversation 
beforehand and I think bigger cities prepare and -- and I'm not saying smaller cities don't, 
but have a larger conversation regarding contingencies and have a -- if they have more of 
the rail and the bus lines and what that looks like and we prepare for the future.  And so, I 
think that is a bigger conversation that we need to have, but I would prefer more mid-year 
than -- than just starting to put -- build a contingency piece so.  Those are my comments. 
 
Chair Stipp said great.  Thank you.  I appreciate that. Councilmember Tolmachoff. 
 
Councilmember Tolmachoff said yeah.  I just wanted to ask staff how do you anticipate 
this -- moving forward with this topic?  Because we're going to be approving -- we should 
be approving the budget at the next -- so how do you see this all playing -- because this is 
part of the budget, but there seems to be a lot of work to be done and discussion to be had 
around this topic.  So how do you see this playing out at the Board meeting? 
 
Mr. Hillyard said that's a great question, Councilmember.  So my thought was, you know, 
the purpose of the special session would be to give Valley Metro guidance on the degree 
to which we are free to begin negotiations with contractors around addressing these 
issues and kind of some parameters in terms of the range.  So we think this is an 
appropriate range for bus driver salaries and you guys can go negotiate and then the 
company can go negotiate with the unions and then something will come out the back end 
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of that that we would bring to the Board.  So -- so I think that -- that guidance we think is 
important to make sure that we have the confidence that we're going forward with the 
consensus of the Board in having those discussions at all.  Right.   
 
So -- and we're going to do our best to kind of put some numbers to what we think here's 
what the low end of that range would be and here's what the high end of that range would 
be which then sort of becomes that's the amount you would have to have in your 
contingency bucket wherever that bucket resides.  So that bucket could reside in a 
separate line item like we have it as now.  Or -- or if the consensus was we don't want to 
have it in a separate line item, every city will just be ready for a mid-year and when you 
come to us, we won't be surprised.  We can do either one. 
 
So what I was planning on doing was in the memo that you have for the two budgets now, 
the motion says we approve the budget including a contingency of and there's an amount.  
It's like $3.6 million now with a requirement for Board approval to use, et cetera.  I was 
planning on having a motion sheet ready for the Board where that amount was just a blank 
line.   
 
And then --- and then based upon the decision that's made in the executive session, we 
will fill in a number in that blank line and whether that number is what it is now or that 
number is zero, we'll fill it in.  And so, there's a ready motion sheet that would allow us to 
adjust the budget on the fly for any decisions that are made in -- in executive session so 
that -- and then we'll go back and incorporate an update our documents on the backend to 
reflect that decision. 
 
Councilmember Tolmachoff said okay.  That makes sense.  Thank you. 
 
Chair Stipp said Jim, let me, with a follow-up question.  So if we end up with -- let's just say 
we end with a full 3.6 and we go through the year and we end up not using a dime of that.  
What happens to the $3.6 million that we put in there? 
 
Mr. Hillyard said nothing.  So it is not spent and -- and wouldn't be billed to the cities as 
part of your IGAs and so, it would just be unused, extra -- it would just be a number on a 
page.  It would not be drawn down, it would not be spent, it would not be billed to you so it 
wouldn't even be that we were reverting the money back to you at the end because -- 
because we won't start to bill for that until the Board makes a decision that the Board 
wants to utilize it. 
 
Chair Stipp said so that 3.6 is not billed periodically -- I mean, the whole package –  
 
Mr. Hillyard said yeah. 
 
Chair Stipp said -- obviously is, but – 
 
Mr. Hillyard said so we – 
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Chair Stipp said -- if IGAs are already built, they're already built with numbers. 
 
Mr. Hillyard said yeah.  And we have those and we have the 3.6 in those numbers right 
now because we wanted to send a clear message about here's what we're doing, but I 
think our thought internally was we sort of know what the contingency amount in those are 
and -- and we can bill for the non-contingency amount until you guys make a decision to 
pull the trigger on any contract changes and then incorporate that.  Right?   
 
Because -- and so that money would essentially sit in your budgets waiting to be drawn 
down until you make a decision and then it would get billed for.  That's more complicated 
for our team to do, but these are unusual circumstances.  We don't usually have this level 
of unknown in a budget and so, I think it warrants the additional work. 
 
Mr. Olson said just to add to that, our IGA process every year, you know, it's all an 
estimate.  We bill based on that estimate so 12, you know, monthly installments based on 
that and anything that wasn't spent is returned.  We have an annual reconciliation process 
for every mode so, you know, whether -- if you paid for that in your IGA and we didn't 
spend the money, you get a hundred percent of that back.  So very standard every year. 
 
Mr. Hillyard said yes. 
 
Mr. Olson said but it can also go the other way around.  If we tighten up the IGAs too 
much, there's still actuals out there and that's where you would exceed, you know, your 
IGA at your council potentially and some cities can't go to their council for mid-year 
adjustments. 
 
Chair Stipp said yeah.  We get another invoice.  Right.  Yeah. 
 
Mr. Olson said yes. 
 
Chair Stipp said so I think it's really important for us to make sure we get the message out 
to figure out how we want to do that.  The -- what I heard from Councilmember -- or I'm 
sorry, Vice Mayor Pastor was cities generally have that already set aside internally, we 
don't need to do it twice and perhaps run the -- run the risk of paying it later.  I think the 
real important piece is going to be for Board members to have that conversation with their 
cities before they show up on the 16th.  Because the 16th that's decision day so. 
 
Councilmember Pastor, your hand is still up.  Did you have another question or is that a 
leftover? 
 
Vice Mayor Pastor said it's a leftover, but I agree with what you just said so. 
 
Chair Stipp said yeah.  Because I have no idea what I just said. 
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Vice Mayor Pastor said I just find –  
 
Chair Stipp said yeah.  Everybody's got to know. 
 
Vice Mayor Pastor said what is it June 16th?  I believe. 
 
Chair Stipp said yeah. 
 
Vice Mayor Pastor said I think there needs to be a bigger discussion in between that date 
with all of us because I'm not comfortable, but I may get -- become comfortable to build a 
contingency and if we don't have it and it's sitting in there and meanwhile my city has there 
contingency and, you know, people then will start questioning why are you putting money 
in both areas and building a contingency in both areas when, you know, our city needs 
this.  So I think that's a bigger conversation we need to have. 
 
Chair Stipp said okay.  So it sounds like we need to make sure that the staff here at Valley 
Metro is planning for a very robust executive session and discussion on this matter.  And 
then we'll -- I think it's up to us to make sure that the other Board members understand 
what they need to have done before they show up on the 16th.  Yeah.  Go ahead. 
 
Councilmember Arredondo-Savage said Thank you, Chair.  Yeah.  And I think what the 
Vice Mayor said is to me one of the things I want to research too and I think it would be 
really good to know, Jim, is, you know, we talk about the contingency.  Obviously, that's 
one of Tempe's biggest concerns.  I'm not really a fan of seeing that contingency built in 
because I believe we already have a contingency in our reserves for transportation already 
so I think it -- I want to do my due diligence and really work through that and really 
understand what that looks like because I don't really feel like I need to put two pockets of 
extra money somewhere. 
 
With that said, like I said, I still do a little bit deeper dive, but I know Councilmember 
Tolmachoff mentioned it about what this next meeting is going to look like and I think the 
Chair has too.  I'm still not really, clear.  I would really like to somehow ensure that we're 
all on the same page going forward if there's going to be different options that people are 
comfortable or not comfortable with or how you're going to be able update the budget and 
incorporate all this feedback and make sure that the Board has ample time to digest it 
before that next meeting.  So I don't know, Chair or Jim, what that looks like.  I just -- I've 
heard a lot of -- of talk.  I think we're going in the right direction.  I just don't want to 
pigeonhole anybody into one particular take. 
 
Mr. Hillyard said Mr. Chair, Councilmember.  Yes.  I will work with Jessica and we'll think 
through how we do our best to both, you know, make sure that the -- that we have a forum 
that facilitates the discussion that needs to be had and to provide sort of advance 
materials to -- to the Boards so that folks have a chance to sort of think it through and, you 
know, talk with their -- with their city finance staff, you know, as appropriate.   
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So we'll -- the presentation that we have been preparing for really kind of went back to 
Councilmember Tolmachoff's request previously which was I want to know that what we're 
talking about for these key positions makes sense individually and that they make sense 
as a whole.  That when you line them up, we're not creating disincentives for people to do 
the jobs we want them to do because we're paying other jobs more and less.  So we've 
been sort of focused on that contract negotiation piece because, of course, it's the contract 
negotiations that appropriate for an executive session.  We've got -- I think we'll want to be 
a little bit mindful about not getting -- letting the executive session stray too deep into a 
more budgetary discussion since budgetary discussions aren't appropriate for an 
executive session. 
 
And so, we've been really focused on the contract negotiation piece and that preparation.  
It may be that outside of executive session we need to have an agenda item that allows us 
to talk more deeply about simply how we fund any contingency once there's some 
consensus on whether we should be negotiating at all.  And so, maybe we split those two 
into two separate discussions.  Have one publicly and one privately.   
 
And then the other thing that I need to have some conversations with Tyler about is the 
degree to which this has to be a one-size fits all approach.  So we can't do anything 
without budget authority.  So there's a question of the budget has to say you have the 
authority to do this or we have to come back to you and ask for more.  But as to where that 
money sits, if there's some cities that hey, just let it sit in my treasury until you ask for it 
where other cities are like no, I don't want to run the risk of getting caught short, I want to 
go ahead and put that up upfront.  We might be able to handle that differently for different 
cities.  And so, we need to have some conversation about the mechanics of that and 
whether we could manage it from an accounting and a budgeting perspective. But that 
may be another way to do this where we let cities decide.  Some cities say I want to 
maintain that funding in my own budget, and I'll pay you once you -- the Board decides 
what it wants to do.  And other cities don't so.  So we'll look into that as well. 
 
Councilmember Arredondo-Savage said just a quick follow-up, Jim.  In regard to this 
contingency, are you envisioning this being a one-time deal?  Just one and done and then, 
but that contingency of 3.6 would remain forever?  Some way or another.  Or you're -- 
because you mentioned that, you know, these are trying times and they are for everybody, 
absolutely, I don't doubt that. 
 
Mr. Hillyard said right. 
 
Mr. Hillyard said I can't -- if we're still seeing the level of wage inflation next year that we 
are today than I think all bets are off, right.  This is -- this has been -- I've been doing 
budgets for 27 years now and I've never seen anything like this.  And I think -- I think, in 
fact, there was an NPR story just the other day about how the public sector, in general, is 
really hurting in this environment because the private sector can make fairly dynamic 
changes to its wages and to its contracts, but the whole public procurement process and 
salary process is designed to be more slower and more deliberate and as a result, you 
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have all this vacancy in the public sector from the federal government to local 
governments.  So I have never seen anything like this again. I can't imagine that we would 
ever be in this situation again, but I didn't see this one coming either. So dear God, I hope 
we're not doing this again next year because that would be a much larger issue.  This 
should be a one and done.  And it really is just in response to this unprecedented labor 
market. 
 
Chair Stipp said okay. 
 
Councilmember Tolmachoff said okay.  Thank you.  So I guess, what I was gleaning from 
what you just said about the contingency discussion is are you anticipating then that's 
going to be a separate item on the agenda prior to the adoption of the budget?  Or?  I think 
that at least, based on what you said, I think that might be the only way to actually do it. 
 
Mr. Hillyard said I think that's what I'm hearing, but I really should talk with both Michael 
and Jessica and not sort of make those kinds of calls on the fly because there's legal 
issues here and then there's also sort of what's the appropriate way to engage the whole 
Board.  And so -- so just -- that is me thinking out loud about how we can have both of 
these discussions in the right forum, but I should defer to the experts before making any 
decisions. 
 
Councilmember Tolmachoff said right.  And then the other thing I want to -- go ahead, 
Jessica. 
 
Ms. Mefford-Miller said we have a meeting actually scheduled this afternoon that will 
include Jim and Michael Wawro our interim General Counsel so I'm seeking Michael's 
assistance in helping us structure this kind of evolving conversation in such a way that we 
are appropriately observing open meeting laws while trying to get the business done.  And 
I think that the how to pay for whatever it is belongs in open session very likely and then I 
think a discussion of specific wages rates and identifying some of the challenges at hand 
might belong in executive session, but, again, we'll seek Michael's counsel.  And what I'd 
like to do is to respond to the Board with a proposed agenda or a structure of this 
conversation after that meeting today. 
 
Councilmember Tolmachoff said if I could then. 
 
Chair Stipp said yes. 
 
Councilmember Tolmachoff said and I understand that, but my point was are we -- would 
we -- would the contingency issue be basically calling for a separate vote which obviously 
would be in open session?  Aside and separate from the vote how to move forward.  And I 
-- and I need to talk to my staff.  I haven't to anybody -- I talked to them before the meeting 
yesterday, but I haven't talked to them after the meeting so.  But I don't know whether 
even as a Board we want to have all these different things happening whether that, you 
know, creates a lot more work on your end and a lot more uncertainty all around.  If some 
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cities say, we want contingency and you're -- and so you're doing contingency and you're 
not doing contingency.  I don't know whether -- it sounds like that might need to be part of 
the discussion.  It's like this is our policy.  This is how we do it either we do, or we don't 
rather than have a bunch of scattered, you know, this city does this, this city does this so I 
think that probably needs to be part of the conversation as well. Is that -- at least my 
feeling is is that we act as a Board, we act as a region and the policies work for everyone 
or the -- or whoever has the majority.  So -- but I -- I foresee that probably being even a 
bigger problem.  And a way more staff consumption of time of staff trying to figure out, you 
know, all these different dynamics that we have with all these different member cities so.  
That's kind of what I think anyway. 
 
Chair Stipp said yeah.  I would absolutely agree that whatever decision it is it's good for 
one, one for all and that's that so.  All right.  I think staffs got a good idea about what they 
need.  I think they've heard our concerns so this will be last call for any last-minute 
comments and then I'm going to move to item 5.  I'm going to try to move it through, but. 
Seeing none.  All right.  Jim, Tyler, everybody, thank you. 
 
6.   Internal Audit Update  
 
Ms. Beckstrom said thank you, Mr. Chair, members of the Committee.  Internal Audit has 
a quick review for -- of our work this last month for you today.   
 
We've reviewed the audit recommendations that remain open from our audits completed 
in fiscal year '22 so far.  The Valley Metro staff responsible for implementation of these 
recommendations have indicated that all but one of these recommendations are on track 
to be implemented before their agreed upon due dates.   
 
The one recommendation in question is the recommendation that addresses three 
medium risk and one low risk concern related to needed changes to the Valley Metro 
procurement manual.  It was originally estimated to be completed on June 30th -- by 
June 30th of this year.  Updates to the procurement manual are ongoing, however, there 
have been several management changes in the Finance and Procurement divisions and 
the manual is not expected to be finalized until the 4th quarter of 2022.   
 
This additional time will allow the incoming leadership the opportunity to review and 
provide feedback to this manual and its updates.  During the course of the audit, we 
found no errors in the procurement steps taken, but rather the issue lied with the manual 
being vague, outdated in some areas and in some instances not reflecting the current 
procurement practices that were being utilized that those needed to be added into the 
manual.  These updates to the manual will reduce potential risk in the future, however, it 
is important, and we understand that it's very important for management to be able to 
review the changes before they become officially implement and as a result, IA accepted 
the request for the additional time extension. 
 
Are there any questions to this point? 
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Move onto the next slide.  I think I can do that.  Work has been completed on the three 
remaining audit reports for fiscal -- for the fiscal year '22 audit plan and it's -- all three 
reports are currently going through our quality control process.  These three audits are 
the IT Identity Access Control Management audit, the Grant Compliance Audit of Medium 
Bus Size Purchases and another audit in our series of Continuous Review for Change 
Orders. 
 
We've also completed the risk assessment for fiscal year -- for the fiscal year '23 audit 
plan and I will be discussing the -- that plan with our CEO, our Valley Metro CEO in June 
and will present the plan for acceptance to the Audit and Finance Subcommittee in  
August at our next August board meeting which I think is August 4th.  Again, although I'm 
creating an annual audit plan, I will evaluate the plan at least once a quarter based on 
risk and current trends in audit and transportation and ensure that we're prioritizing our 
work appropriately and will bring any necessary changes to the Audit and Finance 
Subcommittee for approval throughout the year. 
 
And at this time, I'd just like to thank the Committee for a successful audit year.  We've 
had a great year and also, particularly, Councilmember Arredondo-Savage and 
Tolmachoff, thank you so much for all of your support throughout this audit year and best 
wishes just because.  Bill's still going to be with us.  Sorry.  Councilmember Stipp is still 
going to be with us and Vice Mayor Pastor and our new members.  We're excited to work 
with you, but again, thank you all for all of your support. 
 
Chair Stipp said all right, Sebrina.  Thank you. Does anybody have any questions, et 
cetera before we move on?  All right.  Seeing none. 
 
6.   Intergovernmental Agreements, Contract Change Orders, Amendments and 
 Awards  
 
Chair Stipp said Item 6 is presented for information.  The intergovernmental agreements, 
contract change orders and amendments.   
 
I have two questions -- usually, we don't do questions, but Jim, I want to throw these your 
way before we get to the meeting.  The first one was on item C which is the authorization 
to continue the purchase of IT professional services.  In the discussion for the FY21 
budget, we -- the Board approved a motion for IT services for the period to cover '22 
through '26 in an amount not to exceed $6.6 million plus a 5% contingency.   
How does this differ or add to that? 
 
Mr. Hillyard said Mr. Chairman, do you know what the particular issue was that was being 
funded in that amount? 
 
Chair Stipp said I don't. 
 



 
 
 
 
 
 
 
 

25 
 

Mr. Hillyard said okay.  Maybe I could work with you and your staff offline to -- to 
understand that and get you an answer. 
 
Chair Stipp said yeah.  I just want to figure that out and I think going forward with the 
purchase of IT professional services we should probably evaluate that.  Throw that on 
Jessica's to do list for the end of this fiscal year.  But let's figure out what we're doing IT-
wise. 
 
And then the second question that I had was real quick and I think you can answer it 
today was on the origin and destination study item E.  There's a reference in here to  
MAG participating in the funding of that, but the sentence doesn't make sense to me. 
Mr. Hillyard said Mr. Chairman, I think probably Henry would be the best person to speak 
to that.  Henry, would you mind? 
 
Chair Stipp said $1.2 million for the study given that it will provide significant new data to  
MAG transportation demand model MAG has programmed funding for this study into the 
FY23 United Planning Working Program.  The United Planning Working Program as 
anticipated to be to be approved by regional council.  So are we paying 1,2, are they 
paying or is it each of us paying 1.2? 
 
Mr. Ikwut-Ukwa said I don't have that answer off the top of my head.  
 
Chair Stipp said okay. 
 
Mr. Ikwut-Ukwa said and I don't if Carol is on – 
 
Chair Stipp said Oh, we can get it at the Board meeting. 
 
Mr. Ikwut-Ukwa said I will, yeah, I will provide you that information. 
 
Chair Stipp said that's all I need.  Yeah.  I just wanted to give you guys a heads up that 
that was coming forward. 
 
Mr. Ikwut-Ukwa said Okay. 
 
Chair Stipp said does anybody else have anything for the intergovernmental 
agreements?  All right. 
 
7.   Report on Current Events and Suggested Future Agenda Items  
 
Chair Stipp said all right.  Any reports on current events, suggested future agenda items? 
 
Mr. Hillyard said Mr. Chairman. 
 
Chair Stipp said yes, sir. 
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Mr. Hillyard said if I could quickly.  In our last meeting, there were three agenda items that 
were suggested for further discussion with the Board and Sam noted that they weren't 
shown as in the list of future agenda items.  We didn't include them here because, you 
know, we see this as identifying those things that were specific to the AFS and we didn't 
want to make it seem like those were being downgraded to AFS conversations rather than 
being whole Board conversations.  But we appreciate that they're important not to lose 
track of it and go forward and so I think our intent would be in our next deck -- we didn't 
have time to make it this morning, to have a recommended for the Board and then to list 
them there so that it's clear that the AFS has put these forward and that the Board is 
considering that and finding time on its agenda to do so.  We didn't want to make it seem 
like we had forgotten about those but didn't also want to make it seem like we were 
downgrading them. 
 
Chair Stipp said great.  But it's for the full Board not for the AFS? 
 
Mr. Hillyard said precisely, yes, 
 
Chair Stipp said got it.  Okay.  No, that makes complete sense.   
 
So the closing comments, I guess, are this is our last meeting with my two esteemed 
colleagues here. 
 
Councilmember Arredondo-Savage said yes, esteemed. 
 
Chair Stipp said one who is leaving the Board entirely and one who's just leaving AFS so 
and Jim.  This is your last AFS meeting so congratulations.  But for Lauren and Robin, 
from me personally, I came onto AFS when I was a very new board member and your 
guidance and assistance along the way has certainly made me a much smarter individual 
and a much stronger board member and I really appreciate both of your guidance and 
your leadership.  Robin, you served a number of years as Chair while I was here.  I think, 
Lauren, you did as well.  You Chaired this? 
 
Councilmember Tolmachoff said no, I don't think so. 
 
Chair Stipp said you never Chaired this.  Oh, my gosh.  Now, she's termed out. 
 
Councilmember Tolmachoff said I know.  Ha, ha. 
 
Chair Stipp said that is messed up big time. 
 
Councilmember Arredondo-Savage said that is so messed up. 
 
Chair Stipp said but with that, I just -- I personally want to thank you and certainly, I get to 
speak tonight -- today as a chance on behalf of the entire Board, thank you very much for 
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both of your service.  Thank you for your service on the Board.  So Jim, and you had a 
heck of a year acting CFO, et cetera so you'll go out on top with one. 
 
Mr. Hillyard said thank you, Mr. Chairman and thanks to all of you for your leadership. 
 
Chair Stipp said thank you for everything you've done.  I know it's been a trying year, but 
you've done a great job so thank you for that.  And if there are no other --   
 
Councilmember Arredondo-Savage said oh, I've got something. 
 
Councilmember Tolmachoff said I do too. 
 
Chair Stipp said darn it. 
 
Councilmember Arredondo-Savage said and no party -- but other than to say, you  
know, I just want to make sure that, Pat, you caught all those really nice things that Mr. 
Sunshine said because I was like (indiscernible) and I want to make those in bold print in 
the minutes.   
 
But, you know what -- me too.  I just want to say thank you to everybody.  Not only to my 
colleagues that have been great, it's a thank you for joining AFS.  I think together we've 
really come a long way.  We've evolved AFS and what our role is and really taken a deep 
dive and obviously, to Jim and team.  I mean, we couldn't have done it if you weren't 
receptive to be able to be flexible and open-minded and really helping us get the 
information, I think that we need so we can be, you know, the good -- the board members 
that we want to be so it's really, important that we work together on that.   
 
And just to the Valley Metro staff.  I mean, I might call myself a headache and I just do 
appreciate everything that you guys continue to do in always answering our questions and 
just know we asked these questions not to challenge anybody in that sense, but or take it 
personally just because we want to make sure that we are doing due diligence and 
ensuring that we are making the best choices not only for Tempe, but also for the region 
as a whole.  So that -- your thoughts and I would say your patience has been much 
appreciated.  So thank you so very much for that.    
 
I have certainly learned a lot.  I had no idea that I would be this engaged and involved in 
transportation ever, so it has just been really rewarding in a lot of ways, a little challenging 
at times, but rewarding overall and working with these two and Vice Mayor, it has really 
been a lot of fun actually.  I just feel like we've -- we've come a long way together and 
that's really how you make things happen so I'm very grateful and really appreciative.  
Thank you. 
 
Chair Stipp said thank you. 
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Councilmember Tolmachoff said thank you.  I just want to say thank you, first of all, I 
guess, thank you to Robin.  Because I had been asked to serve on AFS and I had said no, 
and Robin changed my mind so -- and I -- but I feel like we've done some really good work 
as a group.  I have learned a whole lot.  I think -- hopefully, we've left an imprint on the 
organization with some of the things that we've done, and I appreciate staff's patience.  I 
know it can be really trying dealing with, you know, a bunch of different elected officials, 
but I know -- I hope you're aware that we have the interests of the organization at heart 
and this provides a vital service to residents of our community and that's why we care.  I 
think that's why we're all here is because we all care.  So thank you for your patience with 
us.  Thank you for allowing me to serve it's really been a real pleasure.  And it's kind of 
nice to be serving on a committee where you're actually kind of move the needle and I 
think we've done that here.  So thank you everybody. 
 
Chair Stipp said thank you. 
 
Councilmember Tolmachoff said yeah.  I've done my time and whoever is up next  
good luck.   
 
Chair Stipp said I've done my time.  Vice Mayor, did you have any closing comments? 
 
Vice Mayor said I do.  I'm actually very sad to hear two members are leaving from AFS 
who embrace me as I entered AFS midway.  I was just told I was on this committee and 
that I was going to serve this way.  And I think us as -- us four or any -- I think we work 
great as a team so I'm very sad that the team is breaking up, but open arms for new -- 
adventures and new teammates.  But you're not going very far and we will keep in touch.  
We just won't be doing the great work that we're doing currently together.  And so, it just -- 
just a little sad. 
 
Chair Stipp said well, I agree.  So before we turn this – 
 
Vice Mayor said (Inaudible) 
 
Chair Stipp said thank you.  With that, I will go ahead and close this meeting with a 
reminder that with a big smile I say we have the month of July off and we will come back 
new board members on August 4th, 2022, at 12:00 p.m. 
 
The next meeting of the Audit and Finance Subcommittee is scheduled for August 4, 2022, 
at 12:00 p.m.  
 
The meeting was adjourned at 1:24 p.m. 
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Internal Audit has completed an audit of IT Identity and Access Control Management (IAM). The 
objective of the audit was to provide an independent assessment relating to the effectiveness 
of identity and access control management and its policies, procedures and governance 
activities. The audit was part of Valley Metro’s Fiscal Year 2022 Internal Audit Plan. 
 

The report includes the following sections: Executive Summary, Introduction and Background, 
Audit Objective, Scope, and Methodology, Prior Audit Findings/Recommendations, Audit 
Findings/ Recommendations, and an Appendix with Management’s Response Matrix.  
 

Based on Internal Audit’s review, this report contains two findings and five associated 
recommendations to enhance identity and access control management and strengthen internal 
controls.  
 

We appreciate the support and assistance provided by Valley Metro staff throughout the audit 
process.  
 

If you have questions or would like further clarification, please contact me at 602-256-5813.  
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Executive Summary 
The audit of Information Technology (IT) Identity and Access Control Management (IAM) was 
conducted as part of the Internal Audit (IA) Fiscal Year (FY) 2022 Audit Plan, as presented and 
approved by the Audit and Finance Subcommittee (AFS) on June 3, 2021. The objective of the 
audit was to provide an independent assessment relating to the effectiveness of identity and 
access control management and its policies, procedures, and governance activities. 

This Executive Summary provides an overview of the audit along with the associated 
categorization of risks identified throughout the review. Report risk and individual finding risk 
are calculated based on likelihood and impact. As indicated below in Figure 1, the overall report 
risk is determined to be Medium. Internal Audit determined that Valley Metro has processes in 
place for identity and access control management; however, some enhancements to existing 
processes can be made, and documenting those practices can further strengthen controls and 
minimize risks. 
 
Figure 1.  Report Risk Ratings  

Low Medium High Critical 

An overall report risk 
rating of Low indicates 
the processes/controls 
supporting business 
unit operations and 
addressing associated 
risks are mostly 
effective. 

An overall report risk 
rating of Medium 
indicates the 
processes/controls 
supporting business 
unit operations and 
addressing associated 
risks are somewhat 
effective. 

An overall report risk 
rating of High indicates 
the processes/controls 
supporting business 
unit operations and 
addressing associated 
risks are somewhat 
ineffective. 

An overall report risk 
rating of Critical 
indicates the 
processes/controls 
supporting business 
unit operations and 
addressing associated 
risks are mostly 
ineffective. 

 
Conclusions pursuant to the audit objective are presented as two findings and five associated 
recommendations in this report. Internal Audit rated the risk of each finding, assigning a “risk 
rating” that reflects the likelihood and impact of negative events occurring in the audited area. 
Below in Figure 2 is a description of the risk ratings, a heat map (Figure 3) showing the ratings 
for the findings (labeled F1 and F2), and a summary of each finding. 
 
Figure 2.  Finding Risk Ratings 

Low Medium High Critical 
A finding with a low 
risk rating indicates 
little or minimal 
negative impact to the 
audited area. Action is 
recommended.  

A finding with a 
medium risk rating 
indicates a negative 
impact to the audited 
area. Action is 
required.  

A finding with a high 
risk rating indicates a 
substantial negative 
impact to the audited 
area. Some immediate 
action is required.  

A finding with a critical 
risk rating indicates a 
serious negative 
impact to the audited 
area. Immediate action 
is required.  
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Figure 3.  Findings Heat Map 
 

   
 

Findings Summary: 
 

Finding 1 – Access Management Controls Need to be Strengthened (see page 6) 
Valley Metro has processes in place for access management, but these current 
controls should be strengthened. Specifically: 
 

• User access was not consistently disabled in a timely manner for some 
former employees. 

• Some system users had access rights that were not required for 
performing their job responsibilities. 

• Administrators do not log on with separate unique user accounts when 
performing non-administrative tasks. 

 
Finding 2 – Policies and Procedures Need Enhancement (see page 8) 
Valley Metro has generally effective processes in place for certain IT functions, 
but current IT policies and procedures need to be enhanced. Specifically: 
 

• Valley Metro's access control policy needs to be updated. 
• Valley Metro lacked certain written IT procedures. 

High 

Low 
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Introduction and Background 
Identity and Access Control Management (IAM) comprises the processes, policies, and systems 
that allow an organization to manage, monitor, and secure access to protected resources.1  
 
Active Directory is the centralized system that authenticates and authorizes access to Valley 
Metro’s network. Valley Metro staff and contractors are granted access to the Active Directory 
system and access is subsequently removed when it is no longer needed. Users are granted 
access based on business or organizational needs. User roles may change over the course of 
employment due to promotion, demotion, or transfer to another department. User access is 
based on minimum permissions needed by the users to do their jobs.2  
 
Without proper safeguards, computer systems are vulnerable to individuals and groups with 
malicious intent who can intrude and use their access to obtain sensitive information, commit 
fraud and identity theft, disrupt operations, or launch attacks against other computer systems 
and networks. Cyber-based threats to information systems can come from sources internal and 
external to the organization.3 
 
For this audit, Internal Audit reviewed the IAM practices for the Active Directory system. IAM 
includes processes and policies for: 
 

• Risk management 
• Account management 
• Privileged accounts 
• Special user accounts 
• Password management 
• User and group profile configurations 
• User provisioning 
• Remote access 

 
 
 
 
 
 
 
 
 
 
 

 
1 U.S. Chief Information Officers Council, Policies & Priorities, https://www.cio.gov/policies-and-priorities/ICAM/. 
2 This method of access management is referred to as ‘least privilege’. 
3 US Government Accountability Office (GAO), Federal Information Security Agencies and OMB Need to Strengthen Policies and 
Practices, GAO-19-545. 

https://www.cio.gov/policies-and-priorities/ICAM/
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Audit Objective, Scope, and Methodology 
The audit of IT Identity and Access Control Management (IAM) was conducted as part of the 
Internal Audit (IA) Fiscal Year (FY) 2022 Audit Plan, as presented and approved by the Audit and 
Finance Subcommittee (AFS) on June 3, 2021.  
 
Objective & Scope 
The objective of the audit was to provide an independent assessment relating to the 
effectiveness of identity and access control management and its policies, procedures, and 
governance activities. The audit focused on current IAM standards, guidelines, and procedures 
as well as on the implementation and governance of these activities related to the Active 
Directory system. Application-specific user access management—typically the task of the 
respective application and not that of the IAM system—was outside the scope of this review. 
 
Methodology 
Auditors used a variety of research and analysis techniques to obtain enough evidence to 
support their conclusions. Specifically, we performed the following procedures: 
 

• Reviewed current and draft Valley Metro policies and procedures related to identity and 
access control management. 

• Reviewed National Institute of Standards and Technology (NIST) Special Publication 800-
53 (Revision 5) and the US Government Accountability Office (GAO) Federal Information 
System Controls Audit Manual (FISCAM) to identify best practices related to identity and 
access control management. 

• Conducted interviews with Valley Metro leadership and staff from the Human Resources 
(HR) and Information Technology (IT) Departments to understand existing processes. 

• Selected a random sample of 51 user accounts to determine if all users, internal and 
external, and their activity on IT systems are uniquely identifiable. 

• Reviewed current password management configurations to determine if the system has 
been configured to facilitate the use of secure passwords to prevent unauthorized 
access to critical applications, data, and system resources. 

• Selected a random sample of 34 user accounts to determine if user access rights, 
internal and external, are commensurate with the users’ job responsibilities. 

• Obtained an HR report of the employees that left the agency between December 21, 
2021 and March 21, 2022 along with the termination dates and a report from IT 
detailing disabled Active Directory user accounts for the same timeframe. Testing was 
performed to validate the timeliness and completeness of the disabling of former 
employees’ user access. 

• Toured the server room at the Operations & Maintenance (OMC) Data Center to 
evaluate the server environment controls. 
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Prior Audit Findings/Recommendations  
Valley Metro engaged Avertium to measure their security program with guidance provided in 
the NIST Cybersecurity Framework (CSF) as they sought to maintain high-security standard 
expectations. The Cybersecurity Assessment was released in September 2021.4 There were six 
positive observations relevant to this audit made during the review: 
 

• Cybersecurity roles and responsibilities are communicated for the entire organization. 
• Identities and credentials are issued, managed, revoked, and audited for authorized 

devices, users, and processes. 
• Physical and remote access are managed. 
• Users, devices, and other assets are authenticated. 
• Awareness Training is conducted annually. 
• Least functionality is incorporated. 

 
Conversely, there was one finding related to the scope of this audit: 
 

• A Risk Management Program and Plan have not been developed. 
 
Subsequently, IT completed an OCTAVE Risk Assessment in 2021 that identified potential risks 
to access controls. Henceforth, risk assessments will be completed annually. 
  

 
4 Avertium, NIST CSF Compliance and Risk Assessment (September 2021) 
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Audit Findings and Recommendations 
Finding 1 — Access Management Controls Need to be Strengthened 
Valley Metro has processes in place for access management, but these current controls should 
be strengthened. Specifically: 

• User access was not consistently disabled in a timely manner for some former 
employees.5 

• Some system users had access rights that were not required for performing their job 
responsibilities. 

• Administrators do not log on with separate unique user accounts when performing non-
administrative tasks. 

 
Valley Metro Did Not Always Disable User Access for Former Employees in a Timely Manner 
Valley Metro has a process for disabling system access for former employees. Department 
managers and administrative assistants submit departure forms for Valley Metro and 
contracted staff.6 The forms are submitted into the ticketing system where they are assigned to 
an IT Service Desk technician. Then, the technician disables user access after receiving the 
completed forms. However, if a manager needs access to a former user’s email account, the 
password for the account is changed and access is disabled for the user, but the email account 
remains active.  
 
While there is a process for disabling system access for users, access has not always been 
disabled timely upon separation, which increases the risk of unauthorized access to data. 
Administrative assistants do not always send in the user departure forms in a timely manner, as 
IT often receives the forms the day of or after the user’s last day. Additionally, IT staff are not 
provided with periodic reports of former and transferred employees and IT is not notified when 
contracts expire. 
 
Internal Audit reviewed all 17 user accounts for former employees that left Valley Metro 
between December 21, 2021 and March 21, 2022 and found that 7 of the accounts were not 
disabled in a timely manner. Specifically, it took on average 4.24 days after an employee's 
termination date to disable their user account. 
 
Industry standards require, where appropriate, termination and transfer procedures that 
include prompt termination of access to the entity’s resources and facilities.7 Additionally, it is 
important to notify the account managers immediately when an employee is terminated or, for 
some other reason, is no longer authorized access to information resources.8  
 

 
5 US Government Accountability Office (GAO), Federal Information System Controls Audit Manual (FISCAM), GAO-09-232G 
states that “inactive accounts and accounts for former individuals should be disabled or removed in a timely manner. It is 
important to notify the security function immediately when an employee is terminated or, for some other reason, is no longer 
authorized access to information resources.” 
6 Valley Metro, Departing Employee Contractor Notification, (Form HR-03.03) 
7 US Government Accountability Office (GAO), Federal Information System Controls Audit Manual (FISCAM), GAO-09-232G. 
8 US Government Accountability Office (GAO), Federal Information System Controls Audit Manual (FISCAM), GAO-09-232G. 
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Ensuring that user access for former employees and contractors is disabled in a timely manner 
helps protect Valley Metro’s data from intentional or accidental modification or erasure, as well 
as protects IT resources from misuse. 
 
Some System Users had Access Rights That Were Not Required for Performing Their Job 
Responsibilities 
New user access rights and changes to existing users requires that a completed form be 
submitted to IT with a manager’s approval.9 The form comes into the ticketing system where it 
is assigned to an IT technician. If approval is not on the form, IT reaches out to the manager via 
either email or instant messaging and documents approval on the service ticket. 
 
Valley Metro has an effective process for assigning user access rights but periodic reviews of 
staff access privileges are not completed once the access rights are assigned. Internal Audit 
reviewed a randomly selected sample of 34 internal and external users and determined that 6 
users had unnecessary access to groups that were not commensurate with their job 
responsibilities. 
 
Industry standards require reviews of the privileges assigned to users to validate the need for 
such privileges, and reassign or remove privileges, if necessary, to correctly reflect 
organizational and business needs. A periodic review of assigned user privileges is necessary to 
determine if the rationale for assigning such privileges remains valid. If the need cannot be 
revalidated, organizations take appropriate corrective actions.10 
 
Conducting and documenting periodic formal reviews of user access rights that are completed 
by appropriate management helps ensure that the access granted and the level of that access 
continues to be appropriate and required to meet business needs. A user access review should 
detect inappropriate access. 
 
Administrative Users Access Their Administrative Accounts for Non-administrative Activities 
Administrators do not log on with separate unique user accounts when performing non-
administrative tasks, such as checking emails. According to IT leadership, being a Windows-
based organization, Valley Metro has not separated privileged accounts; however, IT is working 
on all administrators having both privileged and standard user accounts. The standard user 
accounts will be used for routine tasks.  
 
Industry standards require that administrative users (or roles) use non-privileged accounts or 
roles when accessing nonsecurity functions.11 Due to the nature of the high level of access, 
accounts associated with these rights are targeted by attackers seeking to compromise and use 
them for unauthorized access. The compromise of a privileged access account poses a 
significant risk to Valley Metro, including data loss and the creation of attacker-controlled 
accounts.  

 
9 Valley Metro, New Employee Contractor Setup, (Form HR-02.04) 
10 NIST, Security and Privacy Controls for Information Systems and Organizations, Special Publication 800-53 (Rev5) Least 
Privilege. 
11 NIST, Security and Privacy Controls for Information Systems and Organizations, Special Publication 800-53 (Rev5) Least 
Privilege. 
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Limiting the use, where possible, of Administrator accounts for system administration functions 
only and requiring the use of non-privileged accounts when accessing nonsecurity functions 
limits exposure when operating from within privileged accounts or roles.  
 
Finding 1 Recommendations:  
Internal Audit recommends that Valley Metro should strengthen its access management 
controls for: 

a. ensuring that user access for former employees and contractors is disabled in a timely 
manner.   

b. conducting and documenting periodic formal reviews of user access rights that are 
completed by appropriate management to ensure that access rights remain 
commensurate with user job responsibilities. 

c. limiting the use, where possible, of Administrator accounts for system administration 
functions only. 
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Finding 2 — Policies and Procedures Need Enhancement 
Valley Metro has generally effective processes in place for certain IT functions, but current IT 
policies and procedures need to be enhanced. Specifically: 

• Valley Metro's access control policy needs to be updated. 
• Valley Metro lacked certain written IT procedures. 

 
Valley Metro's Access Control Policy Needs to be Updated 
Internal Audit reviewed Valley Metro’s Management Policy – Information Technology – Access 
Control (Policy I.D. ABTS-06.01) and determined it contains references to an outdated revision 
(4) of NIST Special Publication 800-53. Revision 5 went into effect in September 2020.  
 
According to the policy, Valley Metro is required to review and update the policy annually and 
as appropriate (e.g., following an incident or event).12 Outdated internal policies can lead to 
inconsistency in the operations of the agency as well as actions that are inconsistent with the 
intentions of management. 
 
During the course of the audit, IT reviewed the access control policy and submitted a revised 
copy of the policy to administrative staff on February 25, 2022. The revised policy still contains 
references to the previous version of NIST Special Publication 800-53 and is currently in the 
approval process. 
 
Valley Metro Lacked Certain Written Procedures 
Valley Metro had not developed written procedures for certain IT functions, such as the 
modification of existing accounts and assignment, use, and monitoring of administrative 
(privileged) accounts. 
 
Internal Audit reviewed Valley Metro’s access control policy and, although it contained 
references to modification of accounts in accordance with Valley Metro onboarding and 
offboarding procedures, there were no specific procedures providing guidance for the process 
of modifying accounts. Additionally, there were no procedures regarding the assignment, use, 
and monitoring of administrative (privileged) accounts.    
 
The lack of procedures for certain IT functions may lead to staff members not knowing how to 
perform critical tasks. 
 
Industry standards require Valley Metro to develop, document, and disseminate to staff 
procedures to facilitate the implementation of the access control policy and the associated 
access controls.13 
 
Finding 2 Recommendations:  
Internal Audit recommends that Valley Metro should enhance policies and procedures for: 

 
12 Valley Metro, Management Policy – Information Technology – Access Control (Policy I.D. ABTS-06.01). 
13 NIST, Security and Privacy Controls for Information Systems and Organizations, Special Publication 800-53 (Rev5) Policy and 
Procedures. 
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a. documenting review of and updating the access control policy annually and as 
appropriately needed. 

b. developing and implementing written procedures to provide guidance for the 
modification of existing accounts and assignment, use, and monitoring of administrative 
(privileged) accounts. 
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Appendix: Management’s Response Matrix 
 

No. Internal Audit Recommendation Severity 
of Issue Response Audit Client Response 

Comments 
Responsible 

Person(s) 

Estimated 
Implementation 

Date 

Finding 1 – Access Management Controls Need to be Strengthened. 

1 Internal Audit recommends that Valley 
Metro should strengthen its access 
management controls for: 

     

a 
 

 

ensuring that user access for former 
employees is disabled in a timely 
manner. 

High Concur The sample showed 
that delays in access 
termination were the 
result of untimely 
notification by the 
supervisor/manager. 
Going forward HR will 
take on that role to 
ensure timely 
notification of 
employee departure 
to IT and other 
relevant parties. 

Penny 
Lynch 
(602) 523-
6024 

July 31, 2022 

b conducting and documenting periodic 
formal reviews of user access rights 
that are completed by appropriate 
management to ensure that access 
rights remain commensurate with user 
job responsibilities. 

High Concur IT will develop a user 
permissions 
confirmation form 
and process for 
supervisors, then 
work with HR to 
include this 
assessment into the 
existing annual 
employee 
performance review 
process. 

Phil Ozlin 
(602) 495-
8253 

July 31, 2023 

c limiting the use, where possible, of 
Administrator accounts for system 
administration functions only. 

High Concur Individuals with 
administrative access 
will be provided with 
‘A’ accounts that have 
administrative 
privileges to be used 
solely for 
administration 
functions, and their 
primary accounts will 
be restricted to 
standard user 
permissions. This 

Phil Ozlin 
(602) 495-
8253 

January 31, 
2023 
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transition is already 
undergoing testing 
within a selected 
group to ensure a 
global shift won’t 
create any 
operational 
disruption. 

Finding 2 – Policies and Procedures Need Enhancement.          

2 Internal Audit recommends that Valley 
Metro should enhance policies and 
procedures for: 

     

a Documenting review of and updating 
the access control policy annually and 
as appropriately needed. 

Low Concur Valley Metro does 
review policies 
annually (policy was 
previously reviewed 
on 2.25.2022 and 
2.9.2021), however 
the revision change in 
the NIST standard was 
missed and is being 
corrected. 

Phil Ozlin 
(602) 495-
8253 

October 30, 
2022 

b developing and implementing written 
procedures to provide guidance for the 
modification of existing accounts and 
assignment, use, and monitoring of 
administrative (privileged) accounts. 

Low Concur New procedures are 
being drafted to cover 
these items, with 
dissemination and 
training to occur over 
the next month. 

Phil Ozlin 
(602) 495-
8253 

August 31, 
2022 
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To:   Councilmember Bill Stipp, Chair, Goodyear 
Vice Mayor Laura Pastor, Phoenix 
Councilmember Francisco Heredia, Mesa 
Councilmember Clay Goodman, Buckeye  

 
Internal Audit has completed the Federal Grant Compliance audit for medium bus purchases. The 
review was to assess whether internal controls over federal grant compliance for medium bus 
purchases were effective and efficient. We also determined if documentation was maintained to 
show evidence of compliance with the Federal Transit Administration’s (FTA) Procurement System 
Guidance, Fiscal Year 2019 requirements and the reimbursement requirements of the grant 
agreements. The audit was part of Valley Metro’s Fiscal Year 2022 (FY22) Internal Audit Plan. 
 
The report includes the following sections: Executive Summary, Introduction and Background (that 
includes Objective, Scope, and Methodology), Audit Observations, and Conclusions.  
 
Internal Audit found no areas during the review that appear to be out of compliance with applicable 
criteria. Therefore, this report only contains audit observations. 
 
We appreciate the support and assistance provided by Valley Metro staff throughout the audit 
process.  
 
If you have questions or would like further clarification, please contact me at 602‐256‐5813.  
 
 
 
 
Sebrina Beckstrom, CIG, CFE, CIGA 
Chief Auditor 
June 29, 2022 
 
Performed by: 
Jennifer Davis, CIA 
Senior Internal Auditor 
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Executive Summary 
Federal Grant Compliance audits were included in the FY22 audit plan that was approved by the 
Audit and Finance Subcommittee (AFS) on June 3, 2021. This audit sought to determine whether 
internal controls over federal grant compliance for medium bus purchases were effective and 
efficient. We also determined if documentation was maintained to show evidence of compliance 
with the FTA Procurement System Guidance, Fiscal Year 2019 requirements and the reimbursement 
requirements of the grant agreements.1 
 
This Executive Summary provides an overview of the audit along with the associated categorization 
of risks identified throughout the review. Report risk and individual finding risk (as applicable) are 
calculated based on likelihood and impact. As indicated below in Figure 1, the overall report risk is 
determined to be Low.  
 

Figure 1.  Report Risk Ratings  
Low  Medium  High  Critical 

An overall report risk 
rating of Low indicates the 
processes/controls 
supporting business unit 
operations and addressing 
associated risks are mostly 
effective. 

An overall report risk rating 
of Medium indicates the 
processes/controls 
supporting business unit 
operations and addressing 
associated risks are 
somewhat effective. 

An overall report risk 
rating of High indicates 
the processes/controls 
supporting business unit 
operations and 
addressing associated 
risks are somewhat 
ineffective. 

An overall report risk 
rating of Critical indicates 
the processes/controls 
supporting business unit 
operations and 
addressing associated 
risks are mostly 
ineffective. 

 
Internal Audit concluded that Valley Metro has established controls to monitor the sampled 
medium bus purchase contracts for compliance with the federal grant agreement requirements. 
Furthermore, it was determined that these controls were effective, efficient, and provided 
adequate monitoring and processing of contract reimbursements.  
 
Additionally, Internal Audit determined that Valley Metro maintained documentation to show 
evidence of compliance with the FTA procurement requirements. Similarly, we reviewed 
documentation supporting the grant funding reimbursement requests that complied with the 
requirements of the grant agreements. 
 
 

   

 
1 Available at https://www.transit.dot.gov/regulations‐and‐guidance/fy19‐guide‐procurement‐system‐reviews 
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Introduction and Background 
The Federal Transit Administration (FTA) awards federal grant assistance for transit programs using 
grantors. In the Phoenix region, the grantor for these funds can be the City of Phoenix, Maricopa 
County, the Maricopa Association of Governments (MAG), and the Arizona Department of 
Transportation (ADOT). The grantors enter into “pass‐through agreements” with Valley Metro to 
reimburse the agency for eligible expenses incurred per the specific program requirements.  

Audit Plan  
Federal Grant Compliance audits were included in the FY22 audit plan that was approved by the 
Audit and Finance Subcommittee (AFS) on June 3, 2021. Internal Audit coordinated with City of 
Phoenix Public Transit to select the contract samples. 
 

Objective and Scope 
The objective of this audit was to review internal controls over federal grant compliance for 
medium bus purchases. As part of the FY22 Triennial Procurement Review, the Federal Transit 
Administration (FTA) included contracts for purchasing heavy‐duty buses. Therefore, Internal 
Audit’s review focused on the medium‐duty transit bus purchases through Creative Bus Sales 
(Contracts 20006 and 20014) and the over‐the‐road transit coach purchases through Motor Coach 
Industries, Inc. (MCI) (Contract 20010).  
 
Our audit period reviewed the procurement practices leading up to the contract awards (in 
September 2019 and December 2019). The review period went through the end of the contract, as 
applicable with the Creative Bus Sales contracts, and continued to the present (May 2022) for the 
MCI contract. Additionally, we reviewed any reporting requirements based on the grant language 
and the reimbursement requests.  
 
Furthermore, we reviewed Valley Metro’s contract spending from the initiation of the contracts 
through March 31, 2022. Activities around this timeframe that assisted with the audit objective 
were included in the review.  
 

Methodology 
Internal Audit focused on the following areas:  
 

•  Compliance with FTA’s Procurement System Guidance, Fiscal Year 2019 requirements for: 
 

 Clause requirements 
 Certifications and reports 
 File requirements based on the procurement method 

 

•  Grant requirements in reporting and reimbursement requests 
 
Internal Audit identified the three contracts listed in Table 1, as contracts with federal grant 
agreements for medium bus purchases. The table provides the Board of Directors’ approval dates 
and the contract amounts. 
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Table 1: Contracts with Federal Grant Agreements – Medium Bus Purchases 
Contract 
Number 

Board 
Approved 

Board 
Approval Date 

Goods/Services 
Procured 

Vendor/ 
Supplier 

Contract Total 
with Contingency 

20006  Yes  8/29/2019 
Six Medium Duty  
30' Transit Bus 

Creative Bus 
Sales 

 $          2,000,092  

20010  Yes 8/29/2019 
Thirty  45’ Commuter 

Coach Buses 
Motor Coach 
Industries 

 $        36,965,374  

20014  Yes 10/24/2019 
One Medium Duty  
23' Transit Bus 

Creative Bus 
Sales 

 $             127,837  

 
In addition to applicable statutes and regulations, the following criteria were reviewed and used to 
determine compliance with contract monitoring requirements and conformity to the contract 
terms: 
 

 Joint Internal Procurement Manual (v. 5/08/19) 

 FTA Procurement System Guide, Fiscal Year 2019  

 Contract No. 20006 – Creative Bus Sales for Medium Duty Transit Buses 

 Contract No. 20010 – Motor Coach Industries, Inc. (MCI) for Commuter Coach Buses 

 Contract No. 20014 – Creative Bus Sales for a Medium Duty Transit Bus 

 Applicable Grant Funding Agreements 
 
To meet the audit objectives, Internal Audit interviewed applicable staff and reviewed 
documentation of contract language, change orders (as applicable), and grant reimbursements. We 
also reviewed and summarized contract payments posted through March 31, 2022. 
 

Audit Observations 
Procurement Requirements 
As part of FTA’s FY22 Triennial Review of the City of Phoenix, the FTA Procurement System Guide, 
Fiscal Year 2019 was provided as a reference for procurement file requirements. Internal Audit used 
the system guide to perform the file review for the sampled contracts and noted the FTA’s 
requirements consist of three applicable review areas:  
 

 Clause requirements  

 Certifications and reports  

 File requirements based on the procurement method  
 

Table 2 identifies the number of applicable requirements from the FTA Procurement System Guide, 
Fiscal Year 2019  for each of the three contracts in the three tested areas. Except as noted below 
the table, Internal Audit located supporting documentation within the contract files for the 
applicable requirements.  
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Table 2: Procurement Requirements Summary 

Contract 
Number 

Exhibit 9.1 
Clause  

Exhibit 9.2 
Certifications & 

Reports  

Procurement 
File Review  

Total 
Applicable 

Requirements 

20006  6  12  10  28 

20010  6  8  10*  24 

20014  6  12  10  28 
*In December 2020, through the execution of Contract 20010 Change Order #3, procurement 
noted two items were not sufficiently documented in the contract award file and added 
documentation to the file as evidence of satisfying these requirements. 
 

Internal Audit determined that Valley Metro maintained documentation to show evidence of 
compliance with the applicable FTA Procurement System Guidance, Fiscal Year 2019 requirements. 
 

Federal Grant Agreement Reimbursements  
At the time of the review, the three sampled contracts had processed reimbursement requests to 
receive funding from five different Grant Pass‐Thru Agreements2. The FTA Grant Expenditure 
Reimbursement Request Application and the individual grant agreements provided guidance on the 
required documentation for reimbursement requests. Table 3 below summarized the payments 
made on the three contracts and the grant reimbursement requests through March 31, 2022. 
 

Table 3: Contract Payments and Reimbursement Requests  
Contract  
Number 

Bus Quantity  
and Type 

Amount  
Paid 

Grant Number 
Federal 
Portion 

Reimbursement 
 Amount  

20006 
Six  

30' Transit Buses 
 $ 1,904,850  

150219‐0 
AZ‐2019‐011‐00 

85% 

 $       1,581,000  

150219‐0 
AZ‐2019‐015‐00 

 $             38,123  

20010 
Five  

45' Commuter Coach 
Buses 

 $ 3,741,545  

151680‐0 
AZ‐2020‐005‐00 

85% 

 $       2,585,688  

151680‐0 
AZ‐2020‐009‐00 

 $        594,626  

20014 
One  

23' Transit Bus 
 $    121,750  

GRT‐18‐0007106‐T 
AZ‐2016‐019 

90%   $          109,575  

 
Internal Audit reviewed supporting documentation evidencing the grant funding reimbursement 
requests complied with the applicable requirements. 
 

   

 
2 Four City of Phoenix grant pass‐thru agreements and one Arizona Department of Transportation (ADOT) Multimodal 
Planning Division (MPD) grant agreement. 
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Review Conclusions 
For the three sampled medium bus purchase contracts, Internal Audit reviewed documentation to 
determine compliance with the FTA Procurement System Guidance, Fiscal Year 2019 requirements. 
Documentation reviewed included the procurement pre‐award and post‐award documents, the 
executed contracts, and any associated change orders. Additionally, IA reviewed the grant 
reimbursement packets submitted to the City of Phoenix or to ADOT to determine compliance with 
the grant agreement requirements. There were no findings or recommendations associated with 
the documents reviewed.  
 
Internal Audit concluded that Valley Metro has established controls to monitor the sampled 
contracts for compliance with the federal grant agreement requirements. Furthermore, it was 
determined that these controls were effective, efficient, and provided adequate monitoring and 
processing of contract reimbursements.  
 
Additionally, Internal Audit determined that Valley Metro maintained documentation to show 
evidence of compliance with the FTA Procurement System Guide, Fiscal Year 2019 requirements. 
Similarly, we reviewed documentation supporting the grant funding reimbursement requests that 
complied with the requirements of the grant agreements. 
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DATE          AGENDA ITEM 6 
July 28, 2022 
 
SUBJECT 
Continuous Monitoring – Contract Change Orders, Second Review 
 
PURPOSE 
To present the results of the second Contract Change Orders review to the Audit and 
Finance Subcommittee (AFS) for acceptance. 
 
COST AND BUDGET 
None  
 
RECOMMENDATION 
Staff recommends the AFS accept the Contract Change Orders, Review #2 report. 
 
BACKGROUND/DISCUSSION/CONSIDERATION 
The continuous monitoring of contract change orders was included in the Fiscal Year 
2022 Audit Plan approved by the AFS on June 3, 2021. This audit is the second audit 
review conducted in the series. The objective of the audit was to review a sample of 
contract change orders to determine whether Valley Metro had established internal 
controls that were effective, efficient, and provided adequate monitoring of contract 
activities, including managing contract authority approved by the applicable Board of 
Directors.  
 
COMMITTEE ACTION 
AFS: August 4, 2022 for acceptance 
 
CONTACT  
Sebrina Beckstrom 
Chief Auditor 
sbeckstrom@valleymetro.org 
602-256-5813 
 
ATTACHMENT 
No. 22-10_Contract Change Orders, Review #2 – June 2022 

Information Summary 

mailto:sbeckstrom@valleymetro.org
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To:   Councilmember Bill Stipp, Chair, Goodyear 
Vice Mayor Laura Pastor, Phoenix 
Councilmember Francisco Heredia, Mesa 
Councilmember Clay Goodman, Buckeye  

 
Internal Audit has completed the second review of contract change orders for a sample of ten 
contracts. The review was to assess whether established internal controls worked appropriately and 
allowed Valley Metro staff to adequately monitor contract activities. The audit was part of Valley 
Metro’s Fiscal Year 2022 Internal Audit Plan. 
 
The report includes the following sections: Executive Summary, Introduction and Background (that 
includes Objective, Scope, and Methodology), Audit Observations, and Conclusions.  
 
Internal Audit found no areas during the review that appear to be out of compliance with applicable 
criteria. Therefore, this report only contains audit observations. 
 
We appreciate the support and assistance provided by Valley Metro staff throughout the audit 
process.  
 
If you have questions or would like further clarification, please contact me at 602‐256‐5813.  
 
 
 
 
Sebrina Beckstrom, CIG, CFE, CIGA 
Chief Auditor 
June 27, 2022 
 
Performed by: 
Jennifer Davis, CIA 
Senior Internal Auditor 

 
 
 
 
 
 
 
 
 

Distribution 
Jessica Mefford‐Miller, Chief Executive Officer 

Jim Hillyard, Chief Administrative Officer & 
Acting Chief Financial Officer 

Susanna Hernandez, Acting Chief Procurement Officer 
Michael Wawro, Interim General Counsel 
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Executive Summary 
A series of contract change order audits was included in the Fiscal Year 2022 (FY22) audit plan and 
was approved by the Audit and Finance Subcommittee (AFS) on June 3, 2021. These audits seek to 
determine whether established financial monitoring internal controls were effective, efficient, and 
provided adequate monitoring of contract activities. This audit is the second audit conducted in the 
series.  
 
This Executive Summary provides an overview of the audit along with the associated categorization 
of risks identified throughout the review. Report risk and individual finding risk (as applicable) are 
calculated based on likelihood and impact. As indicated below in Figure 1, the overall report risk is 
determined to be Low.  
 

Figure 1.  Report Risk Ratings  
Low  Medium  High  Critical 

An overall report risk 
rating of Low indicates the 
processes/controls 
supporting business unit 
operations and addressing 
associated risks are mostly 
effective. 

An overall report risk rating 
of Medium indicates the 
processes/controls 
supporting business unit 
operations and addressing 
associated risks are 
somewhat effective. 

An overall report risk 
rating of High indicates 
the processes/controls 
supporting business unit 
operations and 
addressing associated 
risks are somewhat 
ineffective. 

An overall report risk 
rating of Critical indicates 
the processes/controls 
supporting business unit 
operations and 
addressing associated 
risks are mostly 
ineffective. 

 
Internal Audit concluded that Valley Metro has established controls over change orders to monitor 
the sampled contracts (pages 4‐6). Furthermore, it was determined that these controls were 
effective, efficient, and provided adequate monitoring of contract activities.  
 
Additionally, Internal Audit determined that both types of change orders: (1) those that increased 
contract authority and (2) those that made administrative changes to the contracts, were 
documented, and approved per the requirements of the Joint Internal Procurement Manuals (v. 
6/25/18) and (v. 5/08/19).  
 
Finally, as noted during the prior review Valley Metro finalized the Management Policy FIN‐05.01 
Contract Authority Monitoring and Reporting on January 19, 2022.1 This policy established the 
management process to monitor contract authority, provide quarterly reports, and bring to the 
Board requests for contract authority adjustments as soon as practicable. Internal Audit will verify 
the implementation of the policy as part of the FY23 Audit Plan.   

 
1 No. 22‐04_Contract Change Orders, Review #1 ‐ February 2022 
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Introduction and Background 
Audit Plan  
The FY22 audit plan, approved by the Audit and Finance Subcommittee on June 3, 2021, included a  
series of contract change order audits. This audit is the second audit conducted in the series.  
 

Objective and Scope 
The objective of the audit was to review a sample of contract change orders to determine whether 
Valley Metro had established internal controls that were effective, efficient, and provided adequate 
monitoring of contract activities, including managing contract authority approved by the applicable 
Board of Directors (Board). This audit focused on change orders for a sample of ten contracts. The 
auditor reviewed the initial contracts and change order documentation. 
 
Additionally, we reviewed Valley Metro’s contract spend from the initiation of the contracts 
through March 31, 2022. Activities around this timeframe that assisted with the audit objective 
were included in the review.  
 

Methodology 
The Joint Internal Procurement Manuals (v. 6/25/18) and (v. 5/08/19) were reviewed and used as 
criteria to determine compliance with contract change order requirements. Internal Audit selected 
the following ten contracts with changes to contract values for this review (see Table 1 below).  
 

Table 1: Sample Contracts 
Contract  
Number 

Contract Description 
Contract 
Start Date 

Contract  
End Date 

Original  
Contract 

Change in 
Contract 

Contract 
Value* 

1210018‐S 
City of Tempe Fixed Route Bus Operations 

& Maintenance Service Unification 
7/1/2013  6/30/2023   $150,885,082   $ 489,523,069   $640,408,151 

16006‐ 
LRV 

Multi‐Year Light Rail Vehicle Acquisition 
Program 

6/21/2017  6/20/2024  $   57,832,108   $   77,697,386   $135,529,494 

16016‐ 
PMCM 

Program Management ‐ Construction 
Management Services 

9/23/2016  9/22/2023   $  55,000,000   $   15,000,000   $  70,000,000 

16024‐ 
RRIS 

Rail Rolling Stock Audit Services  11/18/2016  11/17/2023   $        251,592   $         143,408   $        395,000 

16027‐ 
SCV 

Purchase of Six Streetcar Vehicles and 
Related Spare Parts 

6/12/2017  6/11/2022   $  33,034,422   $     3,152,570   $  36,186,992 

17011‐ 
SCEDES 

South Central LRT Extension Design 
Services 

5/30/2017  5/29/2022   $  32,383,580   $   19,227,808   $  51,611,388 

17023‐ 
OMCE 

Operations and Maintenance Center 
Expansion Design‐Build Services 

1/31/2019  4/29/2022   $  82,547,689   $     9,733,532   $  92,281,221 

19002 
Northwest Phase II Light Rail Extension 

Design Services 
7/6/2018  7/5/2023   $  14,800,000   $     7,186,700   $  21,986,700 

19005  Salt River Bridge Public Art Services  9/11/2018  9/10/2023   $        125,000   $             5,000   $        130,000 

21022  Portable Lift System  3/23/2021  3/22/2023   $        146,870   $           20,000   $        166,870 

*Contract Value as of changes made through May 2022 

 
To meet the audit objectives, Internal Audit interviewed applicable staff and reviewed contract and 
change order documentation. Internal Audit also reviewed and summarized contract payments 
posted through March 31, 2022. 
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Audit Observations 
Change orders 
Internal Audit reviewed the change order documentation for the ten sampled contracts and 
determined Valley Metro staff used the change order form to facilitate various types of contract 
modifications. As of May 2022, 17 change orders recorded changes to the contract values, 29 
change orders recorded administrative changes, and 46 change orders recorded the use of 
approved contingency funds for specific project tasks, for a total of 92 change orders.2  
 
The 17 change orders that recorded changes to the contract values are summarized in Table 2 
below. Valley Metro brought the requests to the Board and obtained approvals for additional 
contract authority and extended contract time for 14 of the changes. The three other changes are 
noted in Table 2 as a, b, or c, and either: 
 

a. Decreased the contract value based on the Parent Company Guarantee (PCG) savings, 
b. Chief Executive Officer (CEO) signed and approved Valley Metro’s use of the funds available 

on the original BOD‐approved contract authority, or  
c. CEO approved as the increase was within the CEO’s signing authority 

 

Table 2: Contract Increase Change Orders Summary 

Contract  
Number 

Board 
Approvals 

Contract 
Increases / 
(Decreases) 

Contract 
Extension Value 

Increases 

1210018‐S  Yes  1  2 

16006‐LRV  Yes  (1)a  1 

16016‐PMCM  Yes  0  1 

16024‐RRIS  N/A  0  1b 

16027‐SCV  N/A  0  0 

17011‐SCEDES  Yes  0  3 

17023‐OMCE  Yes  1  0 

19002  Yes  4  0 

19005  N/A  1c  0 

21022  Yes  1  0 

Totals  9  8 

 
Internal Audit reviewed supporting documentation and determined all change orders were properly 
signed by the vendor, contracts and procurement staff, and the CEO, or designee. 
 

Contract payments 
Internal Audit reviewed the payments posted in the general ledger through March 31, 2022 for the 
sampled contracts. We then calculated the balances of contract authority, the percentages of funds 
and contract time remaining, and summarized the information in Table 3 on the next page.  

 
2 Administrative change orders did not increase the contract values. These changes either adjusted milestones, added 

clarifications to the expectation of information technology access, added pandemic considerations, or extended 
contract time without changing the contract value.  
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Table 3: Contract Balances (as of March 31, 2022) 
Contract  
Number 

Contract Description 
Contract Start – End Dates 

$ Balance of 
Contract 

% of $ 
Remainin

% of Time 
Remainin

1210018‐S 
City of Tempe Fixed Route Bus Operations &  

Maintenance Service Unification 
7/01/2013‐6/30/2023 

 $   112,630,050   18%  13% 

16006‐LRV 
Multi‐Year Light Rail Vehicle Acquisition 

Program 
6/21/2017‐06/20/24 

 $     61,810,030   46%  32% 

16016‐PMCM 
Program Management –  

Construction Management Services 
9/23/2016‐9/22/2023 

 $     31,937,558   46%  21% 

16024‐RRIS 
Rail Rolling Stock Audit Services 

11/18/2016‐11/17/2023 
 $           249,073   63%  24% 

16027‐SCV 
Purchase of Six Streetcar Vehicles and  

Related Spare Parts 
6/12/2017‐6/11/2022 

 $        8,249,012   23%  4% 

17011‐SCEDES 
South Central LRT Extension Design Services 

5/30/2017‐5/29/2022 
 $        5,666,604   11%  3% 

17023‐OMCE 
Operations and Maintenance Center Expansion 

Design‐Build Services 
1/31/2019‐4/29/2022 

‐0‐  0%*  3% 

19002 
Northwest Phase II Light Rail Extension Design 

Services 
7/06/2018‐7/05/2023 

 $        2,136,046   10%  26% 

19005 
Salt River Bridge Public Art Services 

9/11/2018‐9/10/2023 
 $             37,225   29%  29% 

21022 
Portable Lift System 
3/23/2021‐3/22/2023 

 $           166,870   100%**  51% 

  *Final payment made in February 2022 
**No payments have been made, awaiting product delivery 

 

Review Conclusions 
Internal Audit reviewed a sample of ten contracts and the associated change orders. There were no 
findings or recommendations associated with the documents reviewed.  
 

Internal Audit concluded that Valley Metro has established controls over the change order 
processes and that these controls were effective, efficient, and provided adequate monitoring of 
contract activities.  
 

Furthermore, Internal Audit determined that both types of change orders: (1) those that increased 
contract authority and (2) those that made administrative changes to the contracts, were 
documented, and approved per the requirements of the Joint Internal Procurement Manuals (v. 
6/25/18) and (v. 5/08/19).  
 

Finally, as noted during the prior review, Valley Metro finalized the Management Policy FIN‐05.01 
Contract Authority Monitoring and Reporting on January 19, 2022.3 This policy established the 
management process to monitor contract authority, provide quarterly reports, and bring to the 
Board requests for contract authority adjustments as soon as practicable. Internal Audit will verify 
the implementation of the policy as part of the FY23 Audit Plan. 

 
3 No. 22‐04_Contract Change Orders, Review #1 ‐ February 2022 
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DATE          AGENDA ITEM 7 
July 28, 2022 
 
SUBJECT 
Fiscal Year 2023 Audit Plan 
 
PURPOSE 
Request authorization for Internal Audit to execute the proposed Fiscal Year 2023 Audit 
Plan. 
 
COST AND BUDGET 
Funding for the Fiscal Year 2023 Audit Plan is included in the Fiscal Year 2023 Valley 
Metro Budget.  
 
RECOMMENDATION 
Staff recommends that the Audit and Finance Subcommittee authorize Internal Audit to 
proceed with the proposed Fiscal Year 2023 Audit Plan. 
 
BACKGROUND/DISCUSSION/CONSIDERATION 
The International Standards for Professional Practice of Internal Auditing (Standards) 
2017 version, Standard number 2010 states: 
 

The chief audit executive must establish a risk-based plan to determine the 
priorities of the internal audit activity, consistent with the organization’s goals. 

 
2010.A1 – The internal audit activity’s plan of engagements must be 
based on a documented risk assessment, undertaken at least 
annually. The input of senior management and the board must be 
considered in this process. 
  
2010.A2 – The chief audit executive must identify and consider the 
expectations of senior management, the board, and other stakeholders 
for internal audit opinions and other conclusions.  
 
2010.C1 – The chief audit executive should consider accepting 
proposed consulting engagements based on the engagement’s 
potential to improve management of risks, add value, and improve the 
organization’s operations. Accepted engagements must be included in 
the plan. 
 

Information Summary 
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Internal Audit performed an Audit Risk Assessment between March and May of 2022, 
which included reviewing prior audits and reviews, identifying national trends in public 
transit and auditing, and meeting with selected Valley Metro staff, General Counsel, and 
several Board Members. This information was analyzed and then used to identify and 
prioritize proposed audits to include in the attached Fiscal Year 2023 Audit Plan.   
 
This plan is subject to change based upon resource availability and request for 
additional assistance with other projects, such as consultation on policy revisions, 
training, and enhancement to internal controls. 
 
COMMITTEE ACTION 
AFS: August 4, 2022  
 
CONTACT  
Sebrina Beckstrom 
Chief Auditor 
sbeckstrom@valleymetro.org 
602-256-5813 
 
ATTACHMENT 
Fiscal Year 2023 Audit Plan 
 

mailto:sbeckstrom@valleymetro.org
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Fiscal Year 2023 Audit Plan 
 
Background 
Valley Metro - Internal Audit (IA) supports the Valley Metro Board of Directors and 
leadership in their duties by assisting in risk identification, mitigation, and accountability 
through various audit typologies. The nature and scope of IA audits include operational 
and performance evaluation of Valley Metro programs and processes; information 
technology (IT) and security audits of Valley Metro information systems and supporting 
business practices; and contract audits of contractors and vendors. Collectively, IA audits 
are specifically designed to provide information to the Valley Metro Boards, Audit and 
Finance Subcommittee (AFS), and Valley Metro leadership about the design and 
implementation of internal controls that help Valley Metro fulfill its mission, strategic goals, 
and objectives, and detect and deter waste and misuse of resources.  
 
This Audit Plan was formed by a risk assessment conducted March - May of 2022 which 
included interviews from Board members and Valley Metro leadership, a review of prior 
internal and external audit findings, a review of general compliance requirements, and a 
review of trends in auditable areas across the country. AFS is responsible for reviewing 
and approving the Annual Audit Plan, along with any changes to the plan that occur 
throughout the year.  The goal of the Audit Plan is to ensure the nature and scope of 
selected audits continues to add value to Valley Metro’s governance structure amidst the 
rapidly changing public transit sector and associated new risks and technologies. While 
the Audit Plan is built on the basis of risk, planned audits may be canceled or deferred to 
a later period to account for greater risks that may arise throughout the Audit Plan period. 
Specifically, the Audit Plan will be evaluated at least quarterly to ensure that the proposed 
projects on the Audit Plan remain relevant and add maximum value to Valley Metro.  
 
Internal Audit Activities 
Operational/Performance Reviews: These processes are used to evaluate agency 
operating procedures to determine if there is an adequate control environment, and to 
determine whether processes are effective. Operational reviews generally utilize 
compliance and internal controls testing. 
 

 Compliance: Compliance audits are designed to ensure that processes are in 
compliance with regulatory requirements, Board-adopted policies and procedures, 
management policies and procedures, and applicable terms and conditions of 
contracts, grants, memorandums of understanding, or other agreements.  

 Internal Control Reviews: These reviews are designed to ensure that controls in 
place are adequate to ensure compliance with applicable criteria and adequate to 
ensure appropriate usage of resources. 

 
IT Audit: review and assessment of IT systems, policies, operations, and infrastructures 
to ensure efficiency and effectiveness. 
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Consultative Services:  Advisory services and activities that are intended to add value 
and improve an organization’s governance, risk management, and control processes 
without the internal auditor assuming management responsibility. These services are 
requested by Valley Metro Management and/or the Board of Directors.  
 
Follow-up Activities: These reviews take place throughout the audit year and are 
designed to determine when audit recommendations have been implemented. 
 
IA Independence, Authority, and Quality Assurance Standards 
IA draws its structural independence through its dual reporting lines to the AFS and the 
Valley Metro Chief Executive Officer. IA’s authority to conduct audits within Valley Metro 
is established within the Valley Metro Internal Audit Charter which specifies that IA has 
full, free, and unrestricted access to all Valley Metro functions, records, property, and 
personnel pertinent to carrying out any engagement, subject to accountability for 
confidentiality and safeguarding of records and information, except when prohibited by 
law.  
 
To ensure audit conclusions are factual, reliable, and sufficiently supported, IA adheres 
to Institute of Internal Auditors International Professional Practices Framework. These 
standards require audit conclusions to be based on sufficient and appropriate audit 
evidence that provides a factual and objective basis for audit findings and conclusions. 
 
Finally, completion of the Audit Plan assumes that IA maintains current staffing levels.  
 
 
The following table contains the Fiscal Year 2023 Audit Plan. 
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Fiscal Year 2023 Audit Plan 
Process Audit Type Objective 

Contract Authority Follow-up Review business practices and controls in place to ensure contract authority is appropriately tracked, managed, 
and brought to the Board in a timely manner. 

Contract Change  
Orders  

Operational Continuously review change orders to determine whether effective controls are in place for identification, pricing, 
and approval, and whether Valley Metro has consistent practices for tracking and managing change orders and 
contingency balances. (Continuous) 

Corporate Governance 
Review 

Consultative In conjunction with Valley Metro's strategic planning efforts and peer review, Internal Audit will review the 
governance structure in place at Valley Metro including: internal organizational structure, Board and other 
stakeholder involvement, and policies and procedures. Further, review governance structures and best practices 
in other like entities and/or other consultative services as requested in relation to the governance review. 

Credit Card 
Transactions 

Operational Determine whether credit card activities for FY22 adhered to applicable policies and if management has 
addressed the prior audit recommendation. (In FY23, credit card transactions will be reviewed at least quarterly) 

Cyber Security 
Governance 

IT Review Valley Metro strategic decision-making, objectives, and policies and procedures which determine how it 
detects, prevents, and responds to cyber events and incidents organization-wide. 

Fare Collections 
Process and Controls 

Operational Evaluate the processes and controls used for collecting passenger revenue, counting and processing revenue, 
and reconciling and accounting for the revenue across the bus and rail systems. 

Federal Grant 
Compliance 

Compliance Internal Audit will coordinate with City of Phoenix Public Transit Compliance Administration to conduct audits 
related to internal controls over federal grant compliance. (Multiple Areas) 

Procurement Process 
Audit 

Operational Evaluate internal controls, policies and procedures, and systems to ensure that procurement processes are 
functioning effectively and perform efficiently for the purchase of inventory and non-inventory items. 

Reduced Fare  
Review 

Operational Review the administration of the reduced fare program including policy and procedure review, program 
oversight, and future improvements. 

Travel Reimbursement  Operational Review travel reimbursements as part of the travel expense and reimbursement reporting process to determine 
whether controls over travel processes are effective. (Continuous) 

Special Projects  Internal Audit will: 
Management Consulting 
and Assurance Services 

Consultative Provide audit, review, and consultative services at the request of Valley Metro CEO. 

Board Requests Various Conduct special audits, performance and compliance reviews, and data analysis in addition to those noted in the 
annual audit plan as directed by the Valley Metro Board. 

Audit Follow-up Follow-up Conduct work to verify the implementation of previous internal and external audit recommendations. 

Risk Management 
Consultation 

Consultative Consult on IT’s risk assessment and improvement activities identified by the consultant as part of Valley Metro’s 
plan to continuously improve information security. 

Safety and Security 
Audits 

Compliance & 
Consultative 

Consult by assisting with the performance of State required internal audits. 

External Audit(s) Consultative Facilitate the completion of external audit(s) conducted by outside parties.  
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DATE          AGENDA ITEM 8 
July 28, 2022 
 
SUBJECT 
Internal Audit Update 
 
PURPOSE 
To update the Audit and Finance Subcommittee on current Internal Audit activities, 
external audits, and recommendation implementation. 
 
COST AND BUDGET 
None 
 
RECOMMENDATION 
Item presented for information only. 
 
BACKGROUND/DISCUSSION/CONSIDERATION 
None  
 
COMMITTEE ACTION 
None  
 
CONTACTS  
Sebrina Beckstrom 
Chief Auditor 
sbeckstrom@valleymetro.org 
602-256-5813 
 
ATTACHMENT 
Schedule of Prior Audits Findings and Recommendations (SPAF)  
 

Information Summary 

mailto:sbeckstrom@valleymetro.org


Schedule of Prior Audits Findings and Recommendations

August 2022

No. Internal Audit Recommendation
Severity of 

Issue
Response Audit Client Response Comments

Responsible 

Person(s)

Estimated 

Implementation 

Date

Report No. 22‐03                    Dated: 12/28/2021 Finding Status: Open

2 Internal Audit recommends that Valley Metro should create written standard 

operating procedures (SOPs) and monitor open pay applications to ensure 

payments of approved invoices are made within 30 days after receipt.

Medium Concur Finance will develop SOP to ensure payments are made within 

30 days after receipt. Procurement will work with the 

customer to ensure POs are entered into CORE to allow for 

prompt payment. 

Liz Rozzell and 

Patty Clark

June 2022

August 2022

Report No. 22‐07                    Dated: 3/28/2022 Finding Status:
Closed ‐ Pending 

Validation

1 Internal Audit recommends the Valley Metro Procurement Department 

implement a monitoring process to ensure the forms are signed at the beginning 

of the fiscal year as the policy requires or update the policy to reflect the current 

practice of having the forms signed annually.

Low Concur Management commits to verifying timely completion of the 

Agency Credit Cardholder Agreement and Request Change 

Form. 

Patty Clark

Chief 

Procurement 

Officer

pclark@valleymet

ro.org

August 2022

Report No. 22‐03                    Dated: 12/28/2021 Finding Status: Open

1 Internal Audit recommends that Valley Metro continue in the process to develop 

standard operating procedures (SOPs) to specify contract practices for the various 

types of contracts entered into by Valley Metro and include references to SOPs in 

the manual. Additionally, Valley Metro should provide regular refresher training 

to applicable staff on the procedures.

Medium Concur Procurement will develop SOP for contract administration for 

the various types of contracts entered by Valley Metro and 

will also provide training for each SOP.

Patty Clark

Procurement 

Team

June 2022

4th quarter 2022

Updated 07/27/22: Finance indicated that they have worked to ensure functionality in the new Oracle system to calculate and track a due date, based on invoice date and supplier terms, to help 

ensure payments are made within 30 days. Finance also indicated that desk procedures have been created for much of the process and will utilize those desk procedures to create the new SOP 

which will be finalized before the September AFS meeting.

IA presented the report at the January AFS meeting and will follow up with Management as the implementation date approaches and report to the AFS the status.

Contract Management ‐ TS Audit
Finding 1 – The procurement manual does not reflect all the current procurement practices for professional services contracts.

Update 07/27/22: The manual is expected to be finalized in the 4th quarter of 2022.

Prior Update‐

05/25/22: Updates to Procurement SOPs and the Procurement Manual are ongoing. However, due to several management changes, the manual is not expected to be finalized until the 4th quarter of 

2022. This additional time will allow incoming leadership the opportunity to review and provide feedback. During this audit, no errors were found in the procurement steps taken, rather the issue lies 

with the manual being vague, outdated, and omitting documentation of procurement practices utilized. These updates to the manual will reduce potential risk in the future. However, it is important 

that management review changes before officially implemented and as a result IA accepts the requested time extension.

IA presented the report at the January AFS meeting and will follow up with Management as the implementation date approaches and report to the AFS the status.

Contract Management ‐ TS Audit
Finding 2 – Valley Metro’s contractor payment processes were generally effective, but enhancements can be made.

Credit Card Transactions Audit

Finding 1 – Annual Agency Credit Cardholder Agreement and Request Change Forms should be signed at the beginning of the fiscal year.

Update 07/27/22: Procurement indicated all twenty‐three FY23 card holders have received their annual Agency Credit Cardholder Agreement and Request Change Forms, and as of 7/26/22, twenty‐

two signed forms have been returned. IA will verify the signed forms.

IA presented the report at the April AFS meeting and will follow up with Management as the implementation date approaches and report to the AFS the status.



Schedule of Prior Audits Findings and Recommendations

August 2022

No. Internal Audit Recommendation
Severity of 

Issue
Response Audit Client Response Comments

Responsible 

Person(s)

Estimated 

Implementation 

Date

Report No. 22‐02                    Dated: 11/17/2021 Finding Status: Open

1 Internal Audit recommends that Valley Metro develop standard operating 

procedures (SOPs) to specify contract practices for the various types of contracts 

entered into by Valley Metro and include references to SOPs in the manual. 

Additionally, Valley Metro should provide regular refresher training to applicable 

staff on the procedures.

Medium Concur Procurement will develop SOP for contract administration for 

the various types of contracts entered into by Valley Metro 

and will also provide training for each SOP. 

Patty Clark

Procurement 

Team

June 2022

4th quarter 2022

Report No. 22‐02                    Dated: 11/17/2021 Finding Status: Open

2 Internal Audit recommends Valley Metro should revise the Valley Metro Internal 

Procurement Manual with criteria for which types of contracts require milestones 

or benchmarks and include language in the task orders that establish defined 

benchmarks, when applicable. Additionally, Valley Metro should create standard 

operating procedures for establishing benchmarks and provide training to Valley 

Metro staff on the procedures.

Medium Concur Revision to Procurement Manual will be made to define 

criteria for the different types of contracts and Task orders 

that will require milestones, benchmarks and deliverables 

when applicable. SOP will be developed, and training will be 

provided. 

Patty Clark

Procurement 

Team

June 2022

4th quarter 2022

Report No. 22‐05                    Dated: 2/09/2022 Finding Status: Open

1 IA recommends that Valley Metro should ensure they adhere to the new policy to 

timely notify the Board when changes in contract utilization may result in 

prematurely exhausting the Board‐approved contract authority.

Low Concur Staff has adopted the Contract Authority Monitoring and 

Reporting (FIN‐05.01) Management Policy and will implement 

it, as required.

Alexis Tameron 

Kinsey

(602) 322‐4450

January 2022

Contract Management ‐ PCRSS Audit
Finding 1 – The procurement manual does not reflect all the current procurement practices for professional services contracts.

**See Contract Management ‐  TS Audit Finding #1, 05/25/22 Update Above** 

IA presented the report at the December AFS meeting and will follow up with Management as the implementation date approaches and report to the AFS the status.

Contract Management ‐ PCRSS Audit
Finding 2 – Valley Metro's contract performance monitoring processes were generally effective, but enhancements can be made.

**See Contract Management ‐  TS Audit Finding #1, 05/25/22 Update Above** 

IA presented the report at the December AFS meeting and will follow up with Management as the implementation date approaches and report to the AFS the status.

Contract Management ‐ FGCS Audit

Finding – Valley Metro policy did not require that Valley Metro inform the Board of contract utilization changes with the potential to prematurely exhaust the contract's expenditure authority.

IA presented the report at the March AFS meeting and will follow up to determine if the new policy is being adhered to.



Schedule of Prior Audits Findings and Recommendations

August 2022

No. Internal Audit Recommendation
Severity of 

Issue
Response Audit Client Response Comments

Responsible 

Person(s)

Estimated 

Implementation 

Date

Report No. 22‐02                    Dated: 11/17/2021 Finding Status:
Closed ‐ Pending 

Validation

4 Internal Audit recommends that Valley Metro:

(1) updates the Valley Metro Internal Procurement Manual to reflect the 

processes to save finalized documents in the CORE system, 

(2) implement a review process to verify the correct documents are maintained 

(in CORE or Aconex), and 

(3) provide regular refresher training to applicable staff on the requirements.

Low Concur  Revisions to the Procurement manual will be made to reflect 

the documentation is kept in the system of record for CORE 

and Aconex.  SOP will be developed and training will be 

provided. 

Patty Clark March 2022

Procedure issued 

03/22/22

Report No. 22‐01                    Dated: 08/27/2021 Finding Status:
Closed ‐ Pending 

Validation

3 Internal Audit recommends the Valley Metro Mobility Center management team 

establish written processes and procedures to:

*Utilize a system‐generated method, such as a cash register, for capturing sales 

data

*Use the system sales reporting to periodically reconcile the varying assets

*Verify/reconcile the safe contents to the sales reports

*Provide the sales reports to Finance Division to support their bank reconciliation.

The procedures should include the identification of the team members’ roles to 

ensure segregation of duties.

Medium Concur Mobility Center staff and management will draft internal 

procedures as recommended. We will also coordinate with 

Finance on the reconciliation process and related procedures.

Alex Potter and 

Steve Henry and

new to be hired 

Admin. Assistant 

and Finance 

designee.

February 28,

2022

An electronic 

transaction 

platform was 

implemented

February 22, 2022

Update 07/27/22: IA is scheduled to verify the March through June sales reporting and reconciliation processes and will update the AFS accordingly.

Prior Updates‐ 

05/25/22: Finance notified IA on 5/19/22 that changes to the process were needed to further increase efficiencies. Therefore, IA will validate the implementation efforts of these recommendations at 

a future date. 

04/23/22: In May, IA will verify the sales reporting and reconciliation processes for March and April to validate implementation efforts.

03/22/22: The Mobility Center continues to use the electronic transaction platform; making adjustments to processes as needed.  IA will verify sales reporting and reconciliation processes in a couple 

of months. 

02/23/22: An electronic transaction platform was implemented at the Mobility Center on 02/22/22. IA will verify sales reporting and reconciliation processes in a couple of months. 

01/26/22: IT has worked with the Mobility Center and Finance teams to determine a suitable electronic transaction platform. The purchasing process has been initiated. 

12/29/21: Internal procedures have been drafted and coordination with Finance on the reconciliation process began in November. However, the existing cash register has proven to be ineffective for 

Contract Management ‐ PCRSS Audit

Finding 4 – To strengthen internal controls Valley Metro should update the Valley Metro Internal Procurement Manual to require maintenance of contract documentation in a central location.

Update 07/27/22: The manual is expected to be finalized in the 4th quarter of 2022.

Prior Updates‐

05/25/22: IA will verify the updated Procurement Manual includes the Management Procedure‐ Centralized Documents information. Updates to the Procurement Manual are ongoing. However, due 

to several management changes, the manual is not expected to be finalized until the 4th quarter of 2022. 

04/25/22: IA will verify language or reference to this procedure is included in the June 2022 update of the Procurement Manual. 

03/22/22: The Management Procedure‐ Centralized Documents was finalized and issued on 03/22/22. Additionally on 3/24, the procurement staff was trained on this procedure. IA will verify language 

or reference to this procedure is included in the June 2022 update of the Procurement Manual. 

02/23/22: The Contracts and Procurement team is on track for creating an SOP to identify the applicable systems of record. Applicable language will be added to the June 2022 update of the 

Procurement Manual. 

IA presented the report at the December AFS meeting and will follow up with Management as the implementation date approaches and report to the AFS the status.

Mobility Center Cash Collections Audit

Finding 3 ‐ Mobility Center has implemented some controls over cash collections, but enhancements should be made.
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DATE      AGENDA ITEM 9 
July 28, 2022 
 
SUBJECT 
FY22 4th Quarter Budget Review 
 
PURPOSE 
To present a review of the FY22 fourth quarter budget and revenue performance. 
 
COST AND BUDGET 
There is no cost associated with this item.  
   
RECOMMENDATION 
This item is for discussion only. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
 
Revenues 
Public Transportation Fund (PTF) revenue collections are 24% above budget through 
the fourth quarter. Monthly revenues have been very stable. Staff recognizes that there 
is still a risk that the economy and revenues could take a downturn; to date staff hasn’t 
seen any indicators speculating that occurrence. 
 
Fare revenues have shown positive trends since the return to front door boardings and 
fare inspection.  RPTA fares have shown favorable compared to budget with $3.3M 
collected to date, or 15% higher than planned.  VMR has shown even more favorable 
results with $5.2M collected to date, or 104% higher than planned.  Federal COVID 
relief money has been able to offset fare revenue shortfalls for member cities this fiscal 
year. 
 
Expenses 
RPTA’s expenses are running under budget through the fourth quarter. Operating 
expenses through the fourth quarter are approximately $33.1 million below the budget 
target (100% of annual expenses) and equates to 83% of the annual budget spent.  
Capital expenses through the fourth quarter are approximately $39.9 million below the 
target (100% of annual expense) and equates to 63% of the annual budget spent.   
 
Likewise, VMR operating expenses are running under budget through the fourth 
quarter.  Operating expenses through the fourth quarter are approximately $15.4 million 
below the budget target (100% of annual expenses) and equates to 81% of the annual 
budget spent.  Capital expenses through the fourth quarter are approximately $183.0 

Information Summary 
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million below the target (100% of annual expense) and equates to 67% of the annual 
budget spent.   
 
COMMITTEE PROCESS 
AFS: August 4, 2022 for information 
 
CONTACT  
Jim Hillyard  
Acting Chief Financial Officer 
jhillyard@valleymetro.org 
 
ATTACHMENT 
None 

mailto:jhillyard@valleymetro.org
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RPTA FY22 Q4 Budget v. Actual

3

FY22 Budget FY22 Actual FY22 Variance % Spent

Sources of Funds

Operating

AZ Lottery Funds 50,000$                 ‐$                     50,000$                 0%

Fares 4,498,000              4,294,000           204,000                 95%

Federal Funds 11,014,000           3,266,000           7,748,000             30%

MAG Funds 225,000                 180,000               45,000                   80%

Public Transportation Funds 83,953,000           126,456,000      (42,503,000)         151%

Regional Area Road Funds 4,797,000              4,742,000           55,000                   99%

Other 355,000                 541,000               (186,000)               152%

Carry Forward & Reserves 722,000                 ‐                        722,000                 0%

Federal Funds ‐ Covid Relief 22,224,000           69,340,000         (47,116,000)         312%

Member City Contributions 39,195,000           17,666,000         21,529,000           45%

Sub‐Total Operating 167,033,000         226,485,000      (59,452,000)   136%

Pass‐Through

Regional Area Road Funds 500,000                 500,000               ‐                          100%

VMR Reimbursements 30,157,000           24,722,000         5,435,000             82%

Sub‐Total Pass‐Through 30,657,000           25,222,000         5,435,000       82%

Total Operating 197,690,000$             251,707,000$          (54,017,000)$       127%

RPTA FY22 Q4 Budget v. Actual

4

FY22 Budget FY22 Actual FY22 Variance % Spent

Sources of Funds

Capital

Federal Funds 33,502,000$               4,838,000$               28,664,000$        14%

Public Transportation Funds 10,895,000                 38,096,800               (27,201,800)         350%

Other 152,000                       68,000                       84,000                   45%

Carry Forward & Reserves 4,713,000                    ‐                              4,713,000             0%

Member City Contributions ‐                                1,000                         (1,000)                    0%
Sub‐Total Capital 49,262,000                 43,003,800               6,259,200             87%

Pass‐Through

Public Transportation Funds 58,899,000                 56,835,000               2,064,000             96%

Sub‐Total Pass‐Through 58,899,000                 56,835,000               2,064,000             96%

Total Capital 108,161,000$             99,838,800$            8,323,200$           92%

Total Sources of Funds 305,851,000$             351,545,800$          (45,693,800)$       115%

3

4
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RPTA FY22 Q4 Budget v. Actual

5

FY22 Budget FY22 Actual FY22 Variance % Spent

Uses of Funds

Operating

Fixed Route Operations 107,798,000$       96,449,000$         11,349,000$         89%

Demand Services Operations 37,857,000            22,576,000            15,281,000            60%

Vanpool Operations 1,006,000              809,000                  197,000                  80%

Planning 2,297,000              1,827,000              470,000                  80%

Commute Solutions 1,306,000              1,192,000              114,000                  91%

Regional Services 13,007,000            10,756,000            2,251,000              83%

Administration and Finance 3,762,000              3,087,000              675,000                  82%

Sub‐Total Operating  167,033,000         136,696,000         30,337,000            82%

Pass‐Through

VMR RARF Disbursements 500,000                  500,000                  ‐                           100%

Valley Metro Rail 30,157,000            27,352,000            2,805,000              91%

Sub‐Total Pass‐Through  30,657,000            27,852,000            2,805,000              91%

Total Operating 197,690,000$       164,548,000$       33,142,000$         83%

RPTA FY22 Q4 Budget vs. Actual

6

FY22 Budget FY22 Actual FY22 Variance % Spent

Uses of Funds

Capital

Regional Fleet 37,845,000$       7,800,000$          30,045,000$       21%

Other Regional Projects 1,888,000            1,333,000            555,000                71%

Regional Facilities and Administration 5,283,000            1,824,000            3,459,000            35%

Member Agency Disbursements 4,501,000            768,000                3,733,000            17%

Total Capital 49,517,000          11,725,000          37,792,000          24%

Pass‐Through

Rail Program Disbursements 40,726,000          56,835,000          (16,109,000)        140%

VMR Reserve for Future Use 18,173,000          ‐                         18,173,000          0%

Total Pass‐Through 58,899,000          56,835,000          2,064,000            96%

Total Uses of Funds 108,416,000$     68,560,000$       39,856,000$       63%

5

6
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RPTA FY22 Budget Variances
Operating

Fixed Route Operations
• Fuel cost per unit higher than planned.

Administration and Finance
• Additional contractual services are required by the ERP Payroll and EAM projects due to increased 
complexity and necessary integration with implemented CORE modules.

Capital

Regional Fleet
• Operator barrier installations were anticipated to be completed in FY21 for all RPTA owned bus fleet as 
a result of the pandemic, costs continued into FY22

RPTA Pass‐Through to VMR
• PTF funding for VMR is higher than originally budgeted due to construction activities completing at a 
faster pace than planned. 

• Overall Operating and Capital Budget is within Plan
7

VMR

8

7

8
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VMR FY22 Q4 Budget v. Actual

9

FY22 Budget FY22 Actuals FY22 Variance % Spent

Sources of Funds

Operating

Advertising 661,000$              24,000$                637,000$              4%

Fares 2,521,000             5,102,000             (2,581,000)           202%

Federal Funds 5,131,000             1,378,000             3,753,000             27%

Federal Funds ‐ COVID Relief 18,576,000          28,977,000          (10,401,000)         156%

MAG Funds 500,000                500,000                ‐                         100%

Member City Contributions 44,578,000          24,516,000          20,062,000          55%

Public Transportation Funds 7,417,000             4,341,000             3,076,000             59%

Regional Area Road Funds 500,000                500,000                ‐                         100%

Other 130,000                98,000                   32,000                   75%

Total Operating 80,014,000$        65,436,000$        14,578,000$        82%

VMR FY22 Q4 Budget v. Actual

10

FY22 Budget FY22 Actuals FY22 Variance % Spent

Sources of Funds

Capital

Federal Funds 189,916,000$      82,837,000$        107,079,000$      44%

Federal Funds ‐ COVID Relief 17,406,000          98,749,000          (81,343,000)         567%

Member City Contributions 277,905,000        (32,604,000)         310,509,000        ‐12%

Public Transportation Funds 31,615,000          52,494,000          (20,879,000)         166%

Total Capital 516,842,000        201,476,000        315,366,000        39%

Total Sources of Funds 596,856,000$      266,912,000$      329,944,000$      45%

9

10



7/28/2022

6

VMR FY22 Q4 Budget v. Actual

11

FY22 Budget FY22 Actuals FY22 Variance % Spent

Uses of Funds

Operating

Operations & Maintenance 56,471,000$       47,518,000$       8,953,000$          84%

Security 9,493,000            7,451,000            2,042,000            78%

Future Project Development 11,979,000          7,943,000            4,036,000            66%

Agency Operating 2,071,000            1,745,000            326,000                84%

Total Operating 80,014,000$       64,657,000$       15,357,000$       81%

VMR FY22 Q4 Budget v. Actual

12

FY22 Budget FY22 Actuals FY22 Variance % Spent

Uses of Funds

Capital

Tempe Streetcar 21,638,000$       12,520,000$       9,118,000$          58%

South Central/Downtown Hub 318,222,000       214,153,000       104,069,000       67%

Northwest Phase II 137,053,000       87,451,000          49,602,000          64%

OMC Expansion 5,159,000            3,867,000            1,292,000            75%

Gilbert Road Extension 3,354,000            1,674,000            1,680,000            50%

Systemwide Improvements 18,570,000          8,431,000            10,139,000          45%

State of Good Repair 12,846,000          5,727,000            7,119,000            45%

Total Capital 516,842,000       333,823,000       183,019,000       65%

Total Uses of Funds 596,856,000$     398,480,000$     198,376,000$     67%

11

12
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VMR FY22 Budget Variances
Operating

Light Rail O&M – Vehicle Maintenance
• Personnel costs are slightly over target since State of Good Repair activity has been less then 
anticipated. 

• Contractual Services includes $1.1M in repairs for an LRV involved in a derailment. Valley Metro has 
been reimbursed by insurance for the expense. 

Light Rail O&M – Administrative Support
• Personnel costs in OMC Administration reflect one‐time payouts for hiring and retention incentives 
as well as the Board approved COLA in May 2022.

• Site improvement for unanticipated construction to reconfigure a traction power substation 
driveway. 

• Overall Operating Budget is within Plan

13

VMR FY22 Budget Variances
Capital

South Central
• Project effort higher due timing of construction activities. Project costs a whole remain within the 
100% of target.

Northwest Phase II
• Waterline improvement (48” line) requested by City of Phoenix has added to the project.

OMC Expansion
• Furniture and fixtures expenditures originally planned to be received in FY21, delayed until FY22. 

Systemwide Improvements
• Fare collection system modernization work scheduled in FY21, however the project was delayed due 
to supply chain challenges and work continues in FY22.

• Light Rail Vehicle testing support required for new fleet that were delivered later than anticipated due 
to supply chain issues.

• Overall Capital Budget is within Plan
14

13

14
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RPTA FY22 Budget vs. Actual (Preliminary) 

July 1, 2021 ‐ June 30, 2022 

 

Summary  
FY22 Budget FY22 Actual FY22 Variance % Spent

Sources of Funds

Operating

AZ Lottery Funds 50,000$                 ‐$                     50,000$                 0%

Fares 4,498,000              4,294,000           204,000                 95%

Federal Funds 11,014,000           3,266,000           7,748,000             30%

MAG Funds 225,000                 180,000               45,000                   80%

Public Transportation Funds 83,953,000           126,456,000      (42,503,000)         151%

Regional Area Road Funds 4,797,000              4,742,000           55,000                   99%

Other 355,000                 541,000               (186,000)               152%

Carry Forward & Reserves 722,000                 ‐                        722,000                 0%

Federal Funds ‐ Covid Relief 22,224,000           69,340,000         (47,116,000)         312%

Member City Contributions 39,195,000           17,666,000         21,529,000           45%

Sub‐Total Operating 167,033,000         226,485,000      (59,452,000)   136%

Pass‐Through

Regional Area Road Funds 500,000                 500,000               ‐                          100%

VMR Reimbursements 30,157,000           24,722,000         5,435,000             82%

Sub‐Total Pass‐Through 30,657,000           25,222,000         5,435,000       82%

Total Operating 197,690,000$             251,707,000$          (54,017,000)$       127%

FY22 Budget FY22 Actual FY22 Variance % Spent

Sources of Funds

Capital

Federal Funds 33,502,000$               4,838,000$               28,664,000$        14%

Public Transportation Funds 10,895,000                 38,096,800               (27,201,800)         350%

Other 152,000                       68,000                       84,000                   45%

Carry Forward & Reserves 4,713,000                    ‐                              4,713,000             0%

Member City Contributions ‐                                1,000                         (1,000)                    0%
Sub‐Total Capital 49,262,000                 43,003,800               6,259,200             87%

Pass‐Through

Public Transportation Funds 58,899,000                 56,835,000               2,064,000             96%

Sub‐Total Pass‐Through 58,899,000                 56,835,000               2,064,000             96%

Total Capital 108,161,000$             99,838,800$            8,323,200$           92%

Total Sources of Funds 305,851,000$             351,545,800$          (45,693,800)$       115%

 
 

 
Explanations for significant budget variances (greater than $50,000 and 3% over target) have been included in the detailed uses 

of funds pages 4‐15. 



 

2 | P a g e  
 

 

FY22 Budget FY22 Actual FY22 Variance % Spent

Uses of Funds

Operating

Fixed Route Operations 107,798,000$       96,449,000$         11,349,000$         89%

Demand Services Operations 37,857,000            22,576,000            15,281,000            60%

Vanpool Operations 1,006,000              809,000                  197,000                  80%

Planning 2,297,000              1,827,000              470,000                  80%

Commute Solutions 1,306,000              1,192,000              114,000                  91%

Regional Services 13,007,000            10,756,000            2,251,000              83%

Administration and Finance 3,762,000              3,087,000              675,000                  82%

Sub‐Total Operating  167,033,000         136,696,000         30,337,000            82%

Pass‐Through

VMR RARF Disbursements 500,000                  500,000                  ‐                           100%

Valley Metro Rail 30,157,000            27,352,000            2,805,000              91%

Sub‐Total Pass‐Through  30,657,000            27,852,000            2,805,000              91%

Total Operating 197,690,000$       164,548,000$       33,142,000$         83%

FY22 Budget FY22 Actual FY22 Variance % Spent
Uses of Funds

Capital

Regional Fleet 37,845,000            7,800,000              30,045,000            21%

Regional Facilities and Administration 5,283,000              1,824,000              3,459,000              35%

Other Regional Projects 1,888,000              1,333,000              555,000                  71%

Member Agency Disbursements 4,501,000              768,000                  3,733,000              17%

Sub‐Total Capital  49,517,000            11,725,000            37,792,000            24%

Pass‐Through

Rail Program Disbursements 40,726,000            56,835,000            (16,109,000)          140%

VMR Reserve for Future Use 18,173,000            ‐                           18,173,000            0%

Sub‐Total Pass‐Through  58,899,000            56,835,000            2,064,000              96%

Total Capital 108,416,000$       68,560,000$         39,856,000$         63%

Total Uses of Funds 306,106,000$       233,108,000$       72,998,000$         76%
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Operating 

 

FY22 Budget FY22 Actual FY22 Variance % Spent

Operating Overview

Operating

Fixed Route Operations 107,798,000$     96,449,000$       11,349,000$       89%

Demand Service Operations 37,857,000          22,576,000          15,281,000          60%

Vanpool Operations 1,006,000            809,000                197,000                80%

Planning 2,297,000            1,827,000            470,000                80%

Commute Solutions 1,306,000            1,192,000            114,000                91%

Regional Services 13,007,000          10,756,000          2,251,000            83%

Administration and Finance 3,762,000            3,087,000            675,000                82%

Total Operating 167,033,000       136,696,000       30,337,000          82%

Pass‐Through

Valley Metro Rail 30,657,000          27,852,000          2,805,000            91%

Total Pass‐Through 30,657,000          27,852,000          2,805,000            91%

Total Operating Overview 197,690,000$     164,548,000$     33,142,000$       83%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Fixed Route Operations

Operation Services

Transit Services 91,454,000$       80,644,000$       10,810,000$       88%

Contractual Services 2,301,000            2,045,000            256,000                89%

Fuel & Lubricants 5,307,000            6,087,000            (780,000)              115% [1]

Total Operation Services 99,062,000          88,776,000          10,286,000          90%

Facility Maintenance

Contractual Services 4,211,000            4,154,000            57,000                  99%

Utilities 824,000                799,000                25,000                  97%

Other 55,000                  50,000                  5,000                    91%

Total Facility Maintenance 5,090,000            5,003,000            87,000                  98%

Administrative Support

Personnel 1,637,000            1,165,000            472,000                71%

Advertising 5,000                    ‐                         5,000                    0%

Contractual Services 560,000                542,000                18,000                  97%

Fuel & Lubricants 5,000                    5,000                    ‐                         100%

Furniture & Fixtures 16,000                  5,000                    11,000                  31%

Insurance 147,000                150,000                (3,000)                   102%

PTF Disbursements 81,000                  45,000                  36,000                  56%

Supplies 9,000                    29,000                  (20,000)                322%

Travel & Meetings 7,000                    ‐                         7,000                    0%

Other 98,000                  54,000                  44,000                  55%

Allocated Indirect Costs 1,081,000            675,000                406,000                62%

Total Administrative Support 3,646,000            2,670,000            976,000                73%

Total Fixed Route Operations 107,798,000$     96,449,000$       11,349,000$       89%

 

 

 

 

 

 

1 Fuel cost per unit higher than planned. 
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FY22 Budget FY22 Actual FY22 Variance % Spent

Demand Services Operations

Operation Services

Transit Services 20,924,000$       18,165,000$       2,759,000$          87%

Fuel & Lubricants 1,291,000            1,112,000            179,000                86%

Contingency 628,000                ‐                         628,000                0%

Total Operation Services 22,843,000          19,277,000          3,566,000            84%

Administrative Support

Personnel 652,000                577,000                75,000                  88%

Insurance 59,000                  61,000                  (2,000)                   103%

PTF Disbursements 13,674,000          2,169,000            11,505,000          16%

Supplies 2,000                    2,000                    ‐                         100%

Contractual Services 197,000                127,000                70,000                  64%

Allocated Indirect Costs 430,000                363,000                67,000                  84%

Total Administrative Support 15,014,000          3,299,000            11,715,000          22%

Total Demand Services Operations 37,857,000$       22,576,000$       15,281,000$       60%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Vanpool Operations

Operation Services

Contractual Services 50,000$                27,000$                23,000$                54%

Transit Services 600,000                501,000                99,000                  84%

Total Operation Services 650,000                528,000                122,000                81%

Administrative Support

Personnel 142,000                125,000                17,000                  88%

Advertising 25,000                  19,000                  6,000                    76%

Contractual Services 6,000                    6,000                    ‐                         100%

Insurance 58,000                  48,000                  10,000                  83%

Supplies 20,000                  5,000                    15,000                  25%

Travel & Meetings 1,000                    ‐                         1,000                    0%

Other 10,000                  2,000                    8,000                    20%

Allocated Indirect Costs 94,000                  76,000                  18,000                  81%

Total Administrative Support 356,000                281,000                75,000                  79%

Total Vanpool Operations 1,006,000$          809,000$             197,000$             80%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Planning  

Systems Development

Personnel 669,000$             667,000$             2,000$                  100%

Computers & Software 2,000                    ‐                         2,000                    0%

Contractual Services 226,000                77,000                  149,000                34%

Allocated Indirect Costs 442,000                403,000                39,000                  91%

Total Systems Development 1,339,000            1,147,000            192,000                86%

Corridor & Facility

Personnel 180,000                83,000                  97,000                  46%

Contractual Services 127,000                64,000                  63,000                  50%

Allocated Indirect Costs 118,000                62,000                  56,000                  53%

Total Corridor & Facility 425,000                209,000                216,000                49%

Administrative Support

Personnel 294,000                275,000                19,000                  94%

Computers & Software 2,000                    ‐                         2,000                    0%

Contractual Services 8,000                    ‐                         8,000                    0%

Supplies 3,000                    ‐                         3,000                    0%

Travel & Meetings 5,000                    16,000                  (11,000)                320%

Other 27,000                  15,000                  12,000                  56%

Allocated Indirect Costs 194,000                165,000                29,000                  85%

Total Administrative Support 533,000                471,000                62,000                  88%

Total Planning 2,297,000$          1,827,000$          470,000$             80%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Commute Solutions

Administrative Support

Personnel 587,000$             546,000$             41,000$                93%

Advertising 51,000                  26,000                  25,000                  51%

Contractual Services 128,000                140,000                (12,000)                109%

Supplies 38,000                  44,000                  (6,000)                   116%

Travel & Meetings 2,000                    7,000                    (5,000)                   350%

Other 113,000                109,000                4,000                    96%

Allocated Indirect Costs 387,000                320,000                67,000                  83%

Total Administrative Support 1,306,000            1,192,000            114,000                91%

Total Commute Solutions 1,306,000$          1,192,000$          114,000$             91%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Regional Services

Operation Services

Transit Services 1,788,000$          1,463,000$          325,000$              82%

Fuel & Lubricants 31,000                  25,000                  6,000                    81%

Contractual Services 79,000                  ‐                        79,000                  0%

Total Operation Services 1,898,000            1,488,000            410,000               78%

Facility Maintenance

Site Improvements 10,000                  28,000                  (18,000)                 280%

Total Facility Maintenance 10,000                 28,000                 (18,000)                280%

Administrative Support

Personnel 4,416,000             4,119,000             297,000                93%

Advertising 439,000                93,000                  346,000                21%

Computers & Software 80,000                  28,000                  52,000                  35%

Insurance ‐                        4,000                    (4,000)                   0%

Contractual Services 1,205,000             1,102,000             103,000                91%

Leases/Rent 665,000                675,000                (10,000)                 102%

Non‐Revenue Vehicles 40,000                  ‐                        40,000                  0%

Supplies 488,000                242,000                246,000                50%

Transit Books 168,000                67,000                  101,000                40%

Travel & Meetings 34,000                  19,000                  15,000                  56%

Other 426,000                398,000                28,000                  93%

Allocated Indirect Costs 3,138,000             2,493,000             645,000                79%

Total Administrative Support 11,099,000         9,240,000            1,859,000            83%

Total Regional Services 13,007,000$       10,756,000$       2,251,000$         83%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Administration and Finance

Administrative Support

Personnel 1,452,000$          1,343,000$          109,000$             92%

Advertising 2,000                    2,000                    ‐                         100%

Contingency 500,000                ‐                         500,000                0%

Contractual Services 327,000                467,000                (140,000)              143% [1]

Site Improvements 4,000                    2,000                    2,000                    50%

Supplies 26,000                  9,000                    17,000                  35%

Travel & Meetings 79,000                  54,000                  25,000                  68%

Other 416,000                350,000                66,000                  84%

Allocated Indirect Costs 956,000                860,000                96,000                  90%

Total Administrative Support 3,762,000            3,087,000            675,000                82%

Total Administration and Finance 3,762,000$          3,087,000$          675,000$             82%

 

 

 

 

 

 

 

 

 

 

 

 

 
1 Additional contractual services are required by the ERP Payroll and EAM projects due to increased complexity and 
necessary integration with implemented CORE modules. 
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Capital 

 

FY22 Budget FY22 Actual FY22 Variance % Spent

Uses of Funds

Capital

Regional Fleet 37,845,000$       7,800,000$          30,045,000$       21%

Other Regional Projects 1,888,000            1,333,000            555,000                71%

Regional Facilities and Administration 5,283,000            1,824,000            3,459,000            35%

Member Agency Disbursements 4,501,000            768,000                3,733,000            17%

Total Capital 49,517,000          11,725,000          37,792,000          24%

Pass‐Through

Rail Program Disbursements 40,726,000          56,835,000          (16,109,000)        140%

VMR Reserve for Future Use 18,173,000          ‐                         18,173,000          0%

Total Pass‐Through 58,899,000          56,835,000          2,064,000            96%

Total Uses of Funds 108,416,000$     68,560,000$       39,856,000$       63%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Regional Fleet

Bus

Fleet 32,569,000$       6,996,000$          25,573,000$       21%

Travel & Meetings 9,000                    1,000                    8,000                    11%

Other 40,000                  42,000                  (2,000)                   105%

Total Bus 32,618,000          7,039,000            25,579,000          22%

Vanpool

Fleet 3,275,000            ‐                         3,275,000            0%

Other 3,000                    3,000                    0%

Total Vanpool 3,278,000            ‐                         3,278,000            0%

Other
Fleet 1,820,000            ‐                         1,820,000            0%

Contractual Services 127,000                761,000                (634,000)              599% [1]

Travel & Meetings 2,000                    ‐                         2,000                    0%

Total Other 1,949,000            761,000                1,188,000            39%

‐                        
Total Regional Fleet 37,845,000$       7,800,000$          30,045,000$       21%

 

 

 

 

 

 

 

 

 

 

 

 

 

1. Unplanned expense for the operator barrier installations on all RPTA owned bus fleet as a result of the pandemic.   
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FY22 Budget FY22 Actual FY22 Variance % Spent

Regional Facilities and Administration

Maintenance Facilities

Equipment 13,000                  19,000                  (6,000)                   146%

Contractual Services 30,000                  ‐                         30,000                  0%

Site Improvements 240,000                66,000                  174,000                28%

Total Maintenance Facilities 283,000                85,000                  198,000                30%

Passenger Facilities

Personnel 116,000                1,000                    115,000                1%

Public Transportation Funds ‐                         2,000                    (2,000)                   0%

Contractual Services 2,890,000            6,000                    2,884,000            0%

Allocated Indirect Costs 78,000                  1,000                    77,000                  1%

Total Passenger Facilities 3,084,000            10,000                  3,074,000            0%

IT Infrastructure

Computers & Software 1,660,000            1,618,000            42,000                  97%

Contractual Services 256,000                111,000                145,000                43%

Total IT Infrastructure 1,916,000            1,729,000            187,000                90%

Total Regional Facilities and Administration 5,283,000$          1,824,000$          3,459,000$          35%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Other Regional Projects

Fare Collection Systems

Equipment ‐$                      48,000$                (48,000)$              0%

PTF Disbursements 856,000                491,000                365,000                57%

Contractual Services ‐                         256,000                (256,000)              0%

Total Fare Collection Systems 856,000                795,000                61,000                  93%

State of Good Repair

Equipment 1,032,000            273,000                759,000                26%

Total State of Good Repair 1,032,000            273,000                759,000                26%

Vehicle Management/Communications

PTF Disbursements ‐                         265,000                (265,000)              0%
Total Vehicle Management/Communications ‐                         265,000                (265,000)              0%

Total Other Regional Projects 1,888,000$          1,333,000$          555,000$             71%
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FY22 Budget FY22 Actual FY22 Variance % Spent

Member Agency Disbursements

Bus

PTF Disbursements 3,785,000$          768,000$          3,017,000$       20%

Public Transportation Funds 255,000                ‐                      255,000             0%

Total Bus 4,040,000            768,000             3,272,000         20%

Other

PTF Disbursements 461,000                ‐                      461,000             0%

Total Other 461,000                ‐                      461,000             0%

Total Member Agency Disbursements 4,501,000$          768,000$          3,733,000$       17%

 

 

 

FY22 Budget FY22 Actual FY22 Variance % Spent

Pass‐Through

VMR Public Transportation  Funds Program

Rail Program Disbursements 40,726,000$           56,835,000$     (16,109,000)$     140% [1]

VMR Reserve for Future Use 18,173,000             ‐                      18,173,000         0%

VMR Public Transportation Funds Program Total 58,899,000             56,835,000       2,064,000           96%

Total Pass Through 58,899,000$           56,835,000$     2,064,000$         96%

 

 

 

 

 

 

 

 

 

 

1 The RPTA pass through of PTF funding is higher than originally budgeted due to construction activities completing at 

a faster pace. VMR received Board approval for a mid‐year adjustment, some of which is funded by PTF.  RPTA pass 

through to VMR remains within 100% of target. 
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VMR FY22 Budget vs. Actual (Preliminary) 
July 1, 2021 – June 30, 2022 

Summary 

FY22 Budget FY22 Actuals FY22 Variance % Spent
Sources of Funds

Operating
Advertising 661,000$    24,000$    637,000$    4%
Fares 2,521,000   5,102,000   (2,581,000)  202%
Federal Funds 5,131,000   1,378,000   3,753,000  27%
Federal Funds - COVID Relief 18,576,000  28,977,000  (10,401,000)  156%
MAG Funds 500,000  500,000  - 100%
Member City Contributions 44,578,000  24,516,000  20,062,000  55%
Public Transportation Funds 7,417,000   4,341,000   3,076,000  59%
Regional Area Road Funds 500,000  500,000  - 100%
Other 130,000  98,000   32,000   75%

Total Operating 80,014,000$    65,436,000$    14,578,000$    82%

FY22 Budget FY22 Actuals FY22 Variance % Spent
Sources of Funds

Capital
Federal Funds 189,916,000$     82,837,000$    107,079,000$     44%
Federal Funds - COVID Relief 17,406,000         98,749,000  (81,343,000)  567%
Member City Contributions 277,905,000       (32,604,000)  310,509,000  -12%
Public Transportation Funds 31,615,000         52,494,000  (20,879,000)  166%
Total Capital 516,842,000  201,476,000  315,366,000  39%

Total Sources of Funds 596,856,000$     266,912,000$     329,944,000$     45%

Explanations for significant budget variances (greater than $50,000 and 3% over target) have been included in the detailed uses 
of funds pages 4-15. 
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Uses of Funds

Operating
Operations & Maintenance 56,471,000$   47,518,000$   8,953,000$   84%
Security 9,493,000  7,451,000  2,042,000  78%
Future Project Development 11,979,000  7,943,000  4,036,000  66%
Agency Operating 2,071,000  1,745,000  326,000  84%

Total Operating 80,014,000$   64,657,000$   15,357,000$   81%

FY22 Budget FY22 Actuals FY22 Variance % Spent
Uses of Funds

Capital
Tempe Streetcar 21,638,000$   12,520,000$   9,118,000$   58%
South Central/Downtown Hub 318,222,000  214,153,000  104,069,000  67%
Northwest Phase II 137,053,000  87,451,000  49,602,000  64%
OMC Expansion 5,159,000  3,867,000  1,292,000  75%
Gilbert Road Extension 3,354,000  1,674,000  1,680,000  50%
Systemwide Improvements 18,570,000  8,431,000  10,139,000  45%
State of Good Repair 12,846,000  5,727,000  7,119,000  45%

Total Capital 516,842,000  333,823,000  183,019,000  65%

Total Uses of Funds 596,856,000$     398,480,000$   198,376,000$   67%
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Operating 

FY22 Budget FY22 Actuals FY22 Variance % Spent
Operating Overview

Operating
Light Rail O&M 52,739,000$       47,077,000$   5,662,000$   89%
Streetcar O&M 3,732,000  441,000$   3,291,000  12%
Light Rail Security 8,915,000  7,365,000  1,550,000  83%
Streetcar Security 578,000  86,000  492,000  15%
Future Project Development 11,979,000  7,943,000  4,036,000  66%
Agency Operating 2,071,000  1,745,000  326,000  84%

Total Operating 80,014,000  64,657,000  15,357,000  81%

FY22 Budget FY22 Actuals FY22 Variance % Spent
Operating - Light Rail

Light Rail O&M 52,739,000$   47,077,000$   5,662,000$   89%
Light Rail Security 8,915,000  7,365,000  1,550,000  83%

Total Operating - Light Rail 61,654,000$   54,442,000$   7,212,000$   88%

FY22 Budget FY22 Actuals FY22 Variance % Spent
Operating - Streetcar

Streetcar O&M 3,732,000$   441,000$   3,291,000$   12%
Streetcar Security 578,000  86,000  492,000  15%

Total Operating - Streetcar 4,310,000$   527,000$  3,783,000$   12%

FY22 Budget FY22 Actuals FY22 Variance % Spent
Operating - Other

Future Project Development 11,979,000$   7,943,000$   4,036,000$   66%
Agency Operating 2,071,000  1,745,000  326,000  84%

Total Operating - Other 14,050,000$   9,688,000$   4,362,000$   69%
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Light Rail (O&M)

Operations
  Personnel 584,000$    298,000$    286,000$    51%
  Contractual Services 15,000  23,000  (8,000)  153%
  Fuel & Lubricants 30,000  31,000  (1,000)  103%
  Propulsion Power 2,800,000  2,192,000  608,000   78%
  Transit Services 13,180,000   11,923,000  1,257,000  90%
  Allocated Indirect Costs 188,000  44,000  144,000   23%

Total Operations 16,797,000   14,511,000  2,286,000  86%

Vehicle Maintenance
  Personnel 5,243,000  5,690,000  (447,000)  109% [1]

  Contractual Services 801,000  1,594,000  (793,000)  199% [2]

  Parts 2,672,000  2,471,000  201,000   92%
  Revenue Vehicles - 28,000 (28,000)  0%
  Other 45,000  40,000 5,000  89%
  Allocated Indirect Costs 483,000  389,000   94,000  81%

Total Vehicle Maintenance 9,244,000  10,212,000  (968,000)  110%

Maintenance of Way
  Personnel 5,785,000  5,606,000  179,000   97%
  Computers & Software 208,000  47,000  161,000   23%
  Contractual Services 5,415,000  3,590,000  1,825,000  66%
  Equipment - 48,000 (48,000)  0%
  Fuel & Lubricants 340,000  363,000 (23,000)  107%
  Parts 1,210,000  1,177,000  33,000  97%
  Site Improvements - 13,000 (13,000)  0%
  Supplies - 1,000 (1,000)  0%
  Utilities 1,556,000  1,484,000 72,000  95%
  Other 113,000  152,000   (39,000)  135%
  Allocated Indirect Costs 523,000  381,000   142,000   73%

Total Maintenance of Way 15,150,000   12,862,000  2,288,000  85%

1.Personnel costs are slightly over target since State of Good Repair activity has been less then anticipated. Overall, Light Rail 
O&M is within the 100% target.
2.Contractual Services includes $1.1M in repairs for an LRV involved in a derailment. Valley Metro has been reimbursed by 
insurance for the expense. Overall, Light Rail O&M is within the 100% target.
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Light Rail (O&M)

Administrative Support
  Personnel 2,846,000  3,188,000  (342,000)  112% [1]

  Advertising 411,000  178,000   233,000   43%
  Contingency 301,000  - 301,000 0%
  Contractual Services 1,267,000  1,221,000  46,000 96%
  Fuel & Lubricants - 1,000 (1,000)  0%
  Furniture & Fixtures 20,000  - 20,000 0%
  Leases/Rent 50,000  - 50,000 0%
  Non-Revenue Vehicles 146,000  100,000   46,000 68%
  Parts - 6,000 (6,000) 0%
  Site Improvements 73,000  141,000 (68,000)  193% [2]

  Supplies 109,000  117,000 (8,000)  107%
  Travel & Meetings 58,000  4,000  54,000  7%
  Other 1,101,000  (20,000)  1,121,000  -2%
  Allocated Indirect Costs 1,184,000  1,033,000  151,000   87%

Total Administrative Support 7,566,000  5,970,000  1,596,000  79%

Insurance
  Insurance 4,200,000  3,772,000  428,000   90%
  Property Damage Recoveries (218,000)  (250,000)  32,000  115%

Total Insurance 3,982,000  3,522,000  460,000   88%

Total Light Rail (O&M) 52,739,000$      47,107,000$      5,632,000$    89%

1.Personnel costs in OMC Administration reflect one-time payouts for hiring and retention incentives as well as the Board 
approved COLA in May 2022.
2.Site improvement is for unanticipated construction to reconfigure a Transit Power Substation driveway. Overall, Light Rail 
O&M is within the 100% target.
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Light Rail Security

Security
 Personnel 1,139,000$    631,000$    508,000$    55%
 Computers & Software 39,000  38,000  1,000  97%
 Contractual Services 7,425,000  6,473,000  952,000  87%
 Supplies 2,000  2,000  - 100%
 Travel & Meetings 2,000  - 2,000 0%
 Other 4,000  8,000  (4,000) 200%
 Allocated Indirect Costs 304,000  213,000  91,000 70%

Total Security 8,915,000  7,365,000  1,550,000  83%

Total Light Rail Security 8,915,000$    7,365,000$    1,550,000$    83%
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.The FY2

FY22 Budget FY22 Actuals FY22 Variance % Spent
Streetcar O&M

Operations
Personnel 21,000$    2,000$    19,000$     10%
Fuel & Lubricants 1,000  - 1,000 0%
Propulsion Power 393,000   44,000  349,000 11%
Transit Services 1,747,000  194,000   1,553,000  11%
Allocated Indirect Costs 2,000  1,000  1,000  50%

Total Operations 2,164,000  241,000   1,923,000  11%

Vehicle Maintenance
Personnel 255,000   24,000  231,000   9%
Contractual Services 34,000  4,000  30,000  12%
Parts 67,000  - 67,000 0%
Allocated Indirect Costs 24,000  3,000  21,000 13%

Total Vehicle Maintenance 380,000   31,000  349,000   8%

Maintenance of Way
Personnel 224,000   35,000  189,000   16%
Computers & Software 1,000  - 1,000 0%
Contractual Services 331,000   63,000  268,000 19%
Fuel & Lubricants 3,000  - 3,000 0%
Parts 10,000  1,000  9,000 10%
Utilities 29,000  3,000  26,000  10%
Allocated Indirect Costs 22,000  2,000  20,000  9%

Total Maintenance of Way 620,000   104,000   516,000   17%

Administrative Support
Personnel 58,000  4,000  54,000  7%
Advertising 16,000  2,000  14,000  13%
Contingency 289,000   - 289,000 0%
Contractual Services 18,000  - 18,000 0%
Supplies 5,000  - 5,000 0%
Allocated Indirect Costs 25,000  3,000  22,000 12%

Total Administrative Support 411,000   9,000  402,000   2%

Insurance
Insurance 157,000   56,000  101,000   36%

Total Insurance 157,000   56,000  101,000   36%

Total Streetcar O&M 3,732,000$         441,000$    3,291,000$     12%

1 
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adopted

FY22 Budget FY22 Actuals FY22 Variance % Spent
Streetcar Security

Security
Personnel 24,000$     3,000$    21,000$     13%
Contractual Services 531,000  82,000  449,000  15%
Other 11,000  - 11,000 0%
Allocated Indirect Costs 12,000  1,000  11,000 8%

Total Security 578,000   86,000  492,000  15%

Total Streetcar Security 578,000$    86,000$    492,000$    15%
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budget assumed an anticipated amount of underrun for staffing and overhead due to historical turnover in vehicle maintenance 

po

FY22 Budget FY22 Actuals FY22 Variance % Spent
Future Project Development

Corridor & Facility
Personnel 742,000$    552,000$    190,000$    74%
Contractual Services 7,148,000  4,184,000  2,964,000  59%
Allocated Indirect Costs 372,000  256,000   116,000  69%

Total Corridor & Facility 8,262,000  4,992,000  3,270,000  60%

Systems Development
Personnel 281,000  256,000   25,000  91%
Contractual Services 80,000  - 80,000 0%
Allocated Indirect Costs 141,000  127,000   14,000 90%

Total Systems Development 502,000  383,000   119,000  76%

Administrative Support
Personnel 2,065,000  1,747,000  318,000  85%
Advertising 4,000  - 4,000 0%
Computers & Software 26,000  3,000  23,000 12%
Contractual Services 30,000  1,000  29,000 3%
Other Capital 10,000  - 10,000 0%
Supplies 8,000  2,000  6,000 25%
Travel & Meetings 35,000  5,000  30,000 14%
Other 5,000  - 5,000 0%
Allocated Indirect Costs 1,032,000  810,000   222,000 78%

Total Administrative Support 3,215,000  2,568,000  647,000  80%

Total Future Project Development 11,979,000$      7,943,000$    4,036,000$     66%

sitionsnd 
additiona 

l COVID cleaning and sanitizing of fleet.  Actual by the additional cleanings that were not budgeted.
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Agency Operating

Administrative Support
Personnel 1,105,000$    960,000$    145,000$   87%
Computers & Software - 2,000 (2,000)  0%
Contractual Services 306,000  258,000 48,000  84%
Supplies 20,000  26,000  (6,000)  130%
Travel & Meetings 26,000  12,000  14,000  46%
Other 63,000  37,000  26,000  59%
Allocated Indirect Costs 551,000  450,000  101,000  82%

Total Administrative Support 2,071,000  1,745,000  326,000  84%

Total Agency Operating 2,071,000$    1,745,000$    326,000$   84%
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Capital 

FY22 Budget FY22 Actuals FY22 Variance % Spent
Tempe Streetcar

Project Costs
  Personnel 958,000$    928,000$    30,000$    97%
  Advertising 25,000   51,000   (26,000)  204%
  Computers & Software 12,000   3,000  9,000  25%
  Contractual Services 6,533,000   2,797,000   3,736,000   43%
  Non-Prior Right Utilities - 6,000 (6,000)  0%
  Non-Revenue Vehicles 135,000  - 135,000 0%
  Propulsion Power - 40,000 (40,000) 0%
  Revenue Vehicles 8,623,000   3,586,000 5,037,000   42%
  Supplies 52,000   37,000   15,000   71%
  Transit Services 771,000  387,000  384,000  50%
  Travel & Meetings 1,000  13,000   (12,000)  1300%
  Utilities - 17,000 (17,000)  0%
  Other 43,000   32,000 11,000   74%
  Allocated Indirect Costs 478,000  480,000  (2,000)  100%

Total Project Costs 17,631,000  8,377,000   9,254,000   48%

Associated Costs
  Art 137,000  137,000  - 100%
  Contractual Services 3,870,000   - 3,870,000 0%

Total Associated Costs 4,007,000   137,000  3,870,000   3%

Total Tempe Streetcar 21,638,000$    8,514,000$    13,124,000$    39%
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FY22 Budget FY22 Actuals FY22 Variance % Spent
South Central/Downtown Hub

Project Costs
Personnel 1,782,000$    1,859,000$    (77,000)$     104% [1]

Advertising - 28,000 (28,000)  0%
Computers & Software 29,000  4,000 25,000  14%
Contractual Services 274,715,000  204,034,000  70,681,000  74%
Non-Prior Right Utilities 10,348,000  2,304,000  8,044,000   22%
Non-Revenue Vehicles 75,000  - 75,000 0%
OMC Expansion 2,889,000   - 2,889,000 0%
Real Estate 10,400,000  - 10,400,000 0%
Revenue Vehicles 14,418,000  4,057,000  10,361,000 28%
Supplies 48,000  47,000   1,000  98%
Transit Services 194,000  33,000   161,000  17%
Travel & Meetings 31,000  4,000  27,000  13%
Utilities - 1,000 (1,000)  0%
Other 493,000  184,000 309,000  37%
Allocated Indirect Costs 889,000  853,000 36,000  96%
Total Project Costs 316,311,000  213,408,000  102,903,000  67%

Associated Costs
Art 1,473,000   604,000  869,000  41%
Contractual Services - 21,000 (21,000)  0%
Other 438,000  120,000 318,000  27%
Total Associated Costs 1,911,000   745,000  1,166,000   39%

Total South Central/Downtown Hub 318,222,000$    214,153,000$    104,069,000$    67%

1. Project effort higher due timing of construction activities. Project costs a whole remain within the 100% of target.
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Northwest Phase II

Project Costs
Personnel 1,646,000$    1,366,000$    280,000$    83%
Advertising 1,000  1,000  - 100%
Computers & Software 27,000   4,000  23,000   15%
Contractual Services 121,311,000  77,303,000  44,008,000  64%
Non-Prior Right Utilities 10,614,000  1,448,000   9,166,000   14%
Non-Revenue Vehicles 75,000   - 75,000 0%
Real Estate 1,420,000   - 1,420,000 0%
Supplies 38,000   19,000   19,000   50%
Travel & Meetings 28,000   18,000   10,000   64%
Utilities - 1,000 (1,000)  0%
Other 315,000  105,000 210,000  33%
Allocated Indirect Costs 825,000  626,000 199,000  76%

Total Project Costs 136,300,000  80,891,000  55,409,000  59%

Associated Costs
Art 565,000  137,000  428,000  24%
Contractual Services - 6,384,000 (6,384,000)  0% [1]
Other 188,000  39,000   149,000  21%

Total Associated Costs 753,000  6,560,000   (5,807,000)  871%

Total Northwest Phase II 137,053,000$    87,451,000$    49,602,000$    64%

1. Waterline improvement (48” line) requested by City of Phoenix has added to the project. Overall, Northwest Phase II is within
the 100% target.
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FY22 Budget FY22 Actuals FY22 Variance % Spent
OMC Expansion

Project Costs
Personnel 609,000$    487,000$    122,000$    80%
Contractual Services 7,127,000   3,027,000   4,100,000   42%
OMC Expansion (2,889,000)  - (2,889,000) 0%
Supplies 1,000  11,000   (10,000)  1100%
Travel & Meetings 1,000  4,000  (3,000)  400%
Utilities - 1,000 (1,000)  0%
Allocated Indirect Costs 307,000  258,000 49,000   84%
Other 3,000  79,000   (76,000)  2633% [1]

Total Project Costs 5,159,000   3,867,000   1,292,000   75%

Total OMC Expansion 5,159,000$      3,867,000$    1,292,000$    75%

FY22 Budget FY22 Actuals FY22 Variance % Spent
Gilbert Road Extension

Project Costs
Personnel 81,000$    49,000$    32,000$    60%
Contractual Services - 8,000 (8,000)  0%
Revenue Vehicles 3,232,000  1,594,000 1,638,000  49%
Allocated Indirect Costs 41,000   23,000   18,000   56%

Total Project Costs 3,354,000  1,674,000  1,680,000  50%

Total Gilbert Road Extension 3,354,000$    1,674,000$    1,680,000$    50%

1. Other category includes delayed furniture and fixtures expenditures, originally budgeted in FY21. Project costs as a whole
remain within 100% of target.
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FY22 Budget FY22 Actuals FY22 Variance % Spent
Systemwide Improvements

Project Costs
Personnel 164,000$    153,000$    11,000$    93%
Computers & Software 1,660,000   1,469,000   191,000  88%
Contractual Services 179,000  1,009,000   (830,000)  564% [1]

Equipment 6,147,000   366,000  5,781,000   6%
Revenue Vehicles 8,620,000   4,252,000   4,368,000   49%
Transit Services - 59,000 (59,000)  0% [2]

PTF Disbursements 1,716,000   1,051,000 665,000  61%
Allocated Indirect Costs 84,000   72,000  12,000  86%

Total Project Costs 18,570,000  8,431,000   10,139,000  45%

Total Systemwide Improvements 18,570,000$    8,431,000$    10,139,000$    45%

FY22 Budget FY22 Actuals FY22 Variance % Spent
State of Good Repair

Project Costs
Personnel 854,000$    397,000$    457,000$    46%
Contractual Services 9,000  - 9,000 0%
Equipment 2,410,000   1,392,000   1,018,000 58%
Non-Revenue Vehicles 106,000  - 106,000 0%
Revenue Vehicles 9,040,000   3,914,000   5,126,000 43%
Allocated Indirect Costs 427,000  24,000   403,000  6%

Total Project Costs 12,846,000  5,727,000   7,119,000   45%

Total State of Good Repair 12,846,000$    5,727,000$    7,119,000$    45%

1.Fare collection system modernization work scheduled in FY21, however the project was delayed due to supply chain challenges.
Overall, Systemwide Improvements are within the 100% target.
2. Light Rail Vehicle testing support required for new fleet that were delivered later than anticipated due to supply chain issues.
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DATE      AGENDA ITEM 10 
July 28, 2022 
 
SUBJECT 
Chief Financial Officer Recruitment 
 
PURPOSE 
To provide an overview of the status of the recruitment for the Chief Financial Officer. 
 
RECOMMENDATION 
This item is presented for information only.  
 
BACKGROUND | DISCUSSION | CONSIDERATION 
None 
 
COST AND BUDGET 
None 
 
COMMITTEE PROCESS 
None 
 
CONTACT  
Jessica Mefford-Miller 
Chief Executive Officer 
602-262-7433 
Jmeffordmiler@valleymetro.org  
 
ATTACHMENT 
None 
 

Information Summary 
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DATE          AGENDA ITEM 11 
July 28, 2022    
 
SUBJECT 
Intergovernmental Agreements, Contract Change Orders, Amendments and Awards 
 
PURPOSE 
To provide an update to the Audit and Finance Subcommittee on upcoming 
Intergovernmental Agreements, Contract Amendments and Awards that will be presented to 
the Boards of Directors for action. For additional background information, the Information 
Summaries are included. 
 
The following items will be presented to the Boards of Directors for approval: 
 
Joint Agenda 
 
A. Miscellaneous Construction Services Contracts Extension – execute a one-year 

extension option with Builders Guild, Inc. and J. Banicki Construction, Inc. in 
accordance with the terms and conditions set forth in the contracts. 

 
B. Non-Revenue Fleet Maintenance Services Contract Award – execute a 3-year 

contract with two 1-year options with All Fleet Services, LLC for non-revenue vehicle 
fleet maintenance services in an amount not to exceed $700,000. Valley Metro Rail 
(VMR) costs are $650,000 and Regional Public Transportation Authority (RPTA) costs 
are $50,000. 

 
C. Marketing and Advertising Support Services Contract Award – execute one-year 

contracts with two, one-year extensions with Hackett Advertising Public Relations 
Interactive (HAPI), MJM Advertising LLC – Heart and Soul Marketing LLC, Magnetry 
LLC and ON Advertising, Inc. for Marketing and Advertising Support Services in an 
amount not to exceed $2,250,000 over the three-year period. 

 
D. Operations Cleaning Services Contract Change Order – execute a contract 

change order with DMS Facility Services for operations cleaning services in an 
amount not to exceed $2,686,749 for the period September 1, 2022 to December 31, 
2025. 

 
RPTA Agenda 
 
E. Federal Transit Administration Pass-Through Grant Agreements – execute the 

IGAs and change order with the City of Phoenix for the listed grants. 
 
F. Avondale Intergovernmental Agreement (IGA) Amendment: Avondale Transit 

Center/Park-and-Ride – execute the IGA amendment to design and construct a 
new transit center, with a not to exceed budget of $750,000.   
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G. ADA Paratransit Contract Amendment – Labor Rates – execute a contract 

amendment with Transdev for ADA Paratransit Services and its corresponding mid-
year budget adjustment of $400,000.  

 
H. RideChoice Management Services Contract Award – execute a contract with 

Creative Software Solutions, dba. MJM Innovations for RideChoice Management 
Services for an amount not to exceed $14,864,550.  

 
I. Regional Paratransit Service Replacement Vehicles Purchase – authorization for 

the CEO to purchase up to 54 cutaway vans from Schetky Bus and Van Sales under 
the Arizona Department of Administration (ADOA) Contract CTR054849 at combined 
federal and local cost not to exceed $6,519,505. 

 
J. East Valley Bus Operations and Maintenance Contract Extension Options -  

authorization for the CEO to amend the First Transit contract for East Valley Bus 
Operations and Maintenance for an extension period from July 1, 2022 through 
December 31, 2023.  

 
Valley Metro Rail Agenda 
 
K. Federal Transit Administration Pass-Through Grant Agreements – execute 

Intergovernmental Agreements (IGAs) with the City of Phoenix to allow Valley Metro 
to be reimbursed for eligible activities. 

 
L. Federal Transit Administration Pass-Through Grant Agreements – execute 

Intergovernmental Agreements (IGAs) with the City of Phoenix to allow Valley Metro 
to be reimbursed for eligible activities. 

 
M. Rio East – Dobson Streetcar Extension Alternatives Analysis Funding 

Agreement – enter into an agreement with the cities of Mesa and Tempe to fund 
project activities to complete an alternatives analysis and identify a locally preferred 
alternative for an amount not to exceed $2.0 million.   

 
RECOMMENDATION 
For information only.  If there are questions regarding these items, please reach out to 
Valley Metro staff. 
 
CONTACT  
Jim Hillyard 
Acting Chief Financial Officer 
jhillyard@valleymetro.org  
 
ATTACHMENT 
Information Summaries for items listed above. 

mailto:jhillyard@valleymetro.org
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DATE         AGENDA ITEM 11A 
July 28, 2022 
 
SUBJECT 
Miscellaneous Construction Services Contracts Extension 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a one-year 
extension option for the Miscellaneous Construction Services contracts with Builders 
Guild, Inc. and J. Banicki Construction, Inc. to provide construction services for Valley 
Metro’s transit capital and operating needs. 
 
RECOMMENDATION 
Staff recommends that the TMC/RMC forward to the Boards of Directors authorization 
for the CEO to execute a one-year extension option with Builders Guild, Inc. and J. 
Banicki Construction, Inc. in accordance with the terms and conditions set forth in the 
contracts. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
On October 24, 2019, the Valley Metro Boards of Directors authorized the CEO to 
award three-year contracts for miscellaneous construction services, also known as Job 
Order Contracts (JOC), for bus and rail facilities to Builders Guild, Inc. and J. Banicki 
Construction, Inc. for an amount not to exceed $12 million. These contracts were 
awarded to Builders Guild, Inc. and J. Banicki Construction, Inc. with a base term of 
three years that expires on January 6, 2023. The contract includes an option for two 
additional one-year extensions subject to approval by Valley Metro’s Board of Directors. 
The maximum contract term is five years. 
 
The miscellaneous construction service projects combined for Builders Guild, Inc. and J. 
Banicki Construction, Inc. have costs totaling approximately $3.3M to date.  Projects 
anticipated for Fiscal Year 2023 (FY23) total approximately $7.9M, which is within the 
existing $12 million in contract authority.   
 
There are several important projects planned in FY23 that are resulting in a higher rate 
of contract utilization than previous years including fare collection modernization 
infrastructure upgrades at light rail stations, light rail station safety fencing, a 
guardhouse at the entrance to the Operations and Maintenance Center, a transit center 
in the City of Avondale, and 44th Street/Washington station refurbishment.  
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COST AND BUDGET 
Projects proposed for FY23 are included in the FY23 Valley Metro Operating and 
Capital budget. Future projects will be identified in annual budgets and within the Five-
Year Operating Forecast and Capital Program. 
 
COMMITTEE ACTION 
RTAG: July 19, 2022 for information 
TMC/RMC: August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
  
CONTACT  
Henry Ikwut-Ukwa, P.E. 
Chief, Capital and Service Development 
hukwa@valleymetro.org  
 
ATTACHMENT  
Examples of Miscellaneous Construction Projects 
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ATTACHMENT 1 
 
EXAMPLES OF MISCELLANEOUS CONSTRUCTION PROJECTS 
 

• Light rail station painting 
• Park and Ride improvements 
• Transit center improvements 
• Bus and rail operations & maintenance facility upgrades 
• Bus Stop improvements 
• Cut and re-facing of buildings 
• Demolition work 
• Removal and replacement of PCCP and subsurface restoration 
• Solar panel installation 
• Installation of emergency generator 
• Replacement and repair of automated gates 
• Electrical upgrades to Valley Metro facilities 
• Repair or replace sanitary sewer services 
• Remove, repair and/or replacement of switch machines 
• Remove and replace existing bridge joints 
• Repair roofs at existing facilities 
• Install bus bay and shelters 
• Emergency service for track repair, switch replacement, traction power, 

communication or other assistance to rail operations 
• Simple projects to install a fence, remove a planter, repair irrigation system, etc. 
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DATE     AGENDA ITEM 11B 
July 28, 2022 
  
SUBJECT 
Non-Revenue Fleet Maintenance Services Contract Award 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a 3-year 
contract with two 1-year options with All Fleet Services, LLC for non-revenue vehicle 
fleet maintenance services in an amount not to exceed $700,000. Valley Metro Rail 
(VMR) costs are $650,000 and Regional Public Transportation Authority (RPTA) costs 
are $50,000. 
 
RECOMMENDATION 
Staff recommends that the TMC/RMC forward to the Boards of Directors authorization 
for the CEO to execute a 3-year contract with two 1-year options with All Fleet Services, 
LLC for non-revenue vehicle fleet maintenance services in an amount not to exceed 
$700,000. Valley Metro Rail (VMR) costs are $650,000 and Regional Public 
Transportation Authority (RPTA) costs are $50,000. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro’s current contract for non-revenue fleet maintenance services expires 
October 11, 2022. The current contractor, All Fleet Services, currently provides non-
revenue fleet maintenance services for a total of 112 vehicles (24 RPTA vehicles and 
88 VMR vehicles).  
 
In March 2022, Valley Metro issued a Request for Proposals (RFP) soliciting qualified 
contractors for the provision of Non-Revenue Fleet Maintenance Services. Valley 
Metro’s desire was to have a primary contractor with the ability to perform all required 
services. The RFP included both VMR and RPTA non-revenue vehicles to seek the 
economies of scale and competition that a joint procurement between the two agencies 
can provide. The contractor will perform preventative maintenance and general repair 
services on non-revenue vehicles to include, but not limited to, brakes, suspension, 
heat/air conditioning systems, electrical systems, engine, tires and accident repairs. The 
contractor is also expected to provide drop off and pick up services, tow trucks if 
applicable, and manage all vehicle maintenance and repairs. 
 
In accordance with the solicitation instructions, the proposals were evaluated based on 
the following published evaluation criteria: (1) Firm Qualifications & Experience, (2) 
Personnel Qualifications & Experience, (3) Understanding / Approach to the Scope of 
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Services, which make up the Technical Scoring and (4) Price which is solely reserved 
for price scoring. 
 
A single responsive proposal was received from All Fleet Services. The selection 
committee evaluated all aspects of the technical and price proposal from this firm and 
completed their final scoring. A summary of the average of technical and price 
combined scoring (final score out of 1000 total allowable points) is as follows. 
 

Proposer Technical 
Points 

Price Points Total Points 

All Fleet Services, LLC 527 400 927 
 
The selection committee determined that the firm "met" the requirements of the 
solicitation and has a high degree of confidence in this firm's performance for the 
contract.  
 
A cost estimate was prepared prior to soliciting to assist with preplanning and with the 
evaluation review process. The cost estimate in coordination with price analysis 
assisted in the determination of price fair and reasonableness for this procurement. 
 
COST AND BUDGET 
The current contact term is a 3-year base with two 1-year options for a total contract 
amount of $700,000 ($50,000 RPTA and $650,000 VMR). 
 
The VMR contract obligation for FY 2023 is $130,000.  The FY 2023 RPTA obligation is 
$10,000.  Both are fully funded within the Adopted FY 2023 Operating and Capital 
Budgets. Contract Obligations beyond FY 2023 are incorporated into the VMR and 
RPTA Five-Year Operating Forecast and Capital Program (FY 2023 thru FY 2027). 
 
COMMITTEE PROCESS 
RTAG: July 19, 2022 for information 
TMC/RMC: August 3, 2022 for action 
Boards of Directors: August 18, 2022 for action 
 
CONTACT  
Ray Abraham 
Chief Operations Officer 
602-652-5054 
rabraham@valleymetro.org 
 
ATTACHMENT 
None 

mailto:rabraham@valleymetro.org
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DATE         AGENDA ITEM 11C 
July 28, 2022 
 
SUBJECT 
Marketing and Advertising Support Services Contract Awards 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute one-year 
contracts with two, one-year extensions with Hackett Advertising Public Relations 
Interactive (HAPI), MJM Advertising LLC – Heart and Soul Marketing LLC, Magnetry 
LLC and ON Advertising, Inc. through the State of Arizona Cooperative Purchasing 
Contracts for Marketing and Advertising Support Services in an amount not to exceed 
$2,250,000 over the three-year period. The RPTA portion will not exceed $1,240,000; 
the VMR portion will not exceed $1,010,000.  
 
RECOMMENDATION 
Staff recommends that the TMC/RMC forward to the Boards of Directors authorization 
for the CEO to execute one-year contracts with two, one-year extensions with Hackett 
Advertising Public Relations Interactive (HAPI), MJM Advertising LLC – Heart and Soul 
Marketing LLC, Magnetry LLC and ON Advertising, Inc. for Marketing and Advertising 
Support Services in an amount not to exceed $2,250,000 over the three-year period. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro utilizes Marketing and Advertising Support Services firms to provide 
unique support to Valley Metro’s in-house marketing and communications teams to 
assist with the implementation of strategic marketing. Support from outside creative 
firms allows Valley Metro to sustain existing riders, target discretionary riders, develop 
custom tactics to increase/recover overall system ridership and build community support 
for transit. 
 
This support is critical to the success of some of the higher profile, higher-impact 
marketing and communications campaigns that will be conducted by Valley Metro on 
behalf of its member cities, including the following campaigns in this and the upcoming 
fiscal years: 

• Super Bowl LVII (Feb. 2023) and NCAA Final Four (Spring 2024) 
Communications 

• Ridership Recovery Promotional Campaign 
• Respect the Ride Educational Campaign 
• Driver and Pedestrian Safety Campaign 
• New Fare System Education and Promotion 

    Information Summary 



 
 
 
 
 
 
 

2 
 

 
• Two-Line Rail System Education and Promotion 
• Commute Solutions/Travel Reduction Program Media Buys and Campaigns 

 
The firms will assist Valley Metro and its campaigns by providing their expertise in 
marketing strategy development, marketing campaign creative development, including 
concepting and design for print and/or digital content, as well as media planning/buying 
and web support.  
 
As noted, the marketing firms work alongside and augment the internal Valley Metro 
Marketing Department. In addition to guiding the marketing contractors work, scope and 
budget, the internal team produces approximately 800 marketing jobs annually on 
behalf of the regional transit marketing effort and in support of member city needs. 
These jobs range from service change and transit service products (i.e. transit service 
schedules, wayfinding maps, car cards, a-frames, flyers, bus stop signs, etc.) to capital 
project maps/newsletters/boards to small business banners to all the digital images you 
see on the website or social media, to name a few. 
 
Procurement Process 
For this service, Valley Metro is using the State of Arizona Cooperative Purchasing 
Contracts. These contracts are competitively solicited and awarded with cooperative 
language allowing public agencies to utilize them. Valley Metro will issue its marketing 
contracts as task-order based, with tasks being issued to these firms based on current 
needs and budget. 
 
In May 2022, outreach to local Phoenix area Marketing and Advertising Support 
Services firms on State of Arizona Cooperative Purchasing Contracts was conducted to 
solicit interest from diverse companies of varying sizes, backgrounds and expertise. 
Interested companies submitted proposals in May-June 2022 for review. Staff reviewed 
the proposals submitted and companies were invited to present their capabilities, 
experience, methodologies, and approach to Valley Metro in July 2022. Staff 
recommends issuing task-order based contracts with the following firms to meet the 
region’s upcoming marketing and advertising needs: 
 

Vendor Contract # 
Hackett Advertising Public Relations Interactive (HAPI) CTR056856 
Magnetry LLC CTR056860 
MJM Advertising LLC – Heart and Soul Marketing LLC CTR057010 
On Advertising, Inc. CTR056863 

 
The cooperative contracts comply with Federal Transit Administration requirements. 
The State of Arizona Cooperative Purchasing Contracts currently expire on August 31, 
2023, so the two, one-year extensions would be contingent upon their renewal. While it  
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has been the State’s practice to renew these types of contracts, if they are not, Valley 
Metro would issue a competitive solicitation for these services next year. 
 
COST AND BUDGET 
The current year expenditure level is estimated at $750,000 and included in the Valley 
Metro Adopted FY23 Operating and Capital Budget. Contract obligations in FY24 and 
FY25 – estimated at up to $1,500,000 – will be reflected in the annual budgets and five-
year program. The total contract value for up to three years is estimated at $2,250,000, 
with the RPTA portion being $1,240,000 and the VMR portion totaling $1,010,000.   
 
The sources of funding are Prop 400, member city contributions and federal Commute 
Solutions grants.  
 
Across the prior two fiscal years (FY20 and FY21), Valley Metro spent an average of 
$770,393 annually with its Marketing and Advertising Support Service firms, Magnetry 
and OH Partners. 
 
COMMITTEE ACTION 
RTAG: July 19, 2022 for information 
TMC/RMC: August 3, 2022 for action 
Boards of Directors: August 18, 2022 for action 
  
CONTACT  
Mick Webber 
Marketing Manager 
602-523-6007 
mwebber@valleymetro.org  
 
ATTACHMENT 
None 

mailto:mwebber@valleymetro.org
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DATE         AGENDA ITEM 11D 
July 28, 2022 
 
SUBJECT 
Operations Cleaning Services Contract Change Order 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a contract 
change order with DMS Facility Services to address wage rate challenges in the 
regional labor market for operations cleaning services in an amount not to exceed 
$2,686,749 for the period September 1, 2022 to December 31, 2025. 
 
RECOMMENDATION 
Staff recommends the TMC/RMC forward to the Boards of Directors authorization for 
the CEO to execute a contract change order with DMS Facility Services for operations 
cleaning services in an amount not to exceed $2,686,749 for the period September 1, 
2022 to December 31, 2025. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
On June 16, 2022, the Board of Directors approved the Valley Metro RPTA FY23 
Operating and Capital Budget. During the budget approval process, Valley Metro was 
directed to work with contractors to address labor shortages and to bring to the Board 
for approval any contract and corresponding budget changes needed to maintain 
services. Currently, for the DMS Facility Services contract, approximately 50% of the 
level of cleaning is being performed with an equivalent level of vacancy in critical 
positions supporting the cleanliness of light rail/streetcar vehicles, passenger facilities, 
and bus and rail maintenance centers. A wage rate increase is being recommended to 
adjust for the current labor and economic market conditions, help with more effective 
hiring, and to return to a better quality of service. The wage increases being 
recommended by Valley Metro are within the parameters discussed with the Boards as 
part of the budget approval process. 
 
In November 2020, the Board of Directors authorized a contract award to DMS Facility 
Services, Inc., to provide cleaning services for a total term of five years (three-year base 
contract plus one, two-year option). For the total term of the contract, the award amount 
was $18,161,704. Under the terms of the contract which commenced on January 1, 
2021, the contractor provides all necessary labor, vehicles, tools, supplies, materials, 
and other related equipment required to perform a full range of cleaning services related 
to bus and light rail summarized below: 
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• Valley Metro Mesa Bus Operations and Maintenance Facility 
• Valley Metro Operations and Maintenance Center (OMC) 
• Light rail park-and-ride lots and security kiosks, including street sweeping at 

park-and-rides 
• Light rail passenger stations along the LRV alignment 
• Light rail operator facilities at end-of-line stations 
• Pressure washing light rail passenger stations 
• Cleaning of spills and litter removal from light rail vehicles during operating hours 
• Cleaning of artwork along the LRT alignment on a quarterly basis 
• Cleaning of light rail vehicles (nightly cleaning at OMC) 
• Special event support 
• Streetcar passenger stations along the alignment 

 
Recent changes in the labor market have made the contractor’s labor rates 
uncompetitive. In our market research, Valley Metro and DMS are commonly seeing 
similar entry-level positions advertised at the $15.50 - $16.50 range. These positions 
are typically entry-level, crew-based roles in indoor environments. A recent survey 
conducted by ProcurementIQ in the Phoenix/Mesa/Chandler area showed an entry level 
pay rate of $15.48 and a median pay rate of $18.91. 
 
The requirements for most cleaners on the Valley Metro contract are starkly different 
from a standard janitorial position and include the following:  
 

• Working in an outside environment 
• Working around an active rail system 
• Working independently 
• Working with the public 
• Ability to interact with rail communications  
• Ability to operate a motor vehicle  
• Ability to adapt to unforeseen hazards involving public interaction, bio spills, etc. 

 
During the last 18 months, DMS has been unable to maintain the required staffing levels 
and their performance and cleaning effectiveness reflect the staffing shortage. 
Currently, there are 69 positions required and 35 of those positions are filled (creating 
51% vacancy rate). DMS has and continues to make every effort to hire, however, the 
current wage rate adds to the difficulty. The hiring efforts include: 
 

• Marketing: Posting positions on local job sites, including Indeed, Craigslist, 
Facebook, Snag a Job, and AZ Back to Work 

• Recruitment Support: Engaging staffing agencies and participating in local job 
fairs, including several virtual events and Valley Metro’s Job Fair on July 20 
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• Schedule Flexibility: Offering part-time, in addition to full-time shifts, as well as 
flexible schedules (i.e., working 2 – 3 days/week and alternative arrangements 
customized with potential candidate(s)) 

• Bonuses: Offering a $750 sign-on bonus and $250 referral bonus 
• Compensation: Staying within current contract allowances, offering a 4% 

increase to hourly wages; however, 4% is not commensurate with the current 
market and regional inflation rate, thereby prompting this change order 

 
COST AND BUDGET 
DMS has been navigating the labor market with their customers in multiple markets. 
Based on their vacancy rate and the significant increase in wage rates and inflation in 
the Phoenix market, DMS has proposed wage increases to Valley Metro’s contract. 
Their increases were vetted against Valley Metro’s independent market and industry 
research and below captures the proposed wage rate changes being recommended: 
 

Position 
# Positions 
Required 

# Positions 
Filled 

Current 
Hourly 
Wage 

Proposed 
Hourly 
Wage 

 
 

% 
Change Note 

Alignment - 
Day 14 4 $14.59 $17.50 20.6% 

Cleaners along rail 
alignment (Day) 

Alignment - 
Night 14 5 $14.59 $18.00 23.4% 

Cleaners along rail 
alignment (Night) 

Terminus - 
Day 4 4 $13.78 $16.50 19.7% End of Alignment 
Terminus - 
Night 3 1 $13.78 $17.00 23.4% End of Alignment 
Pressure 
Wash Tech 5 4 $15.75 $18.00 14.3% 

Alignment pressure 
washing 

Day 
Porter/Janitor 4 4 $13.15 $15.50 17.9% 

Facility cleaners 
(Rail OMC & Mesa 
Bus Facility) 

LRV Cleaner 17 8 $14.96 $17.96 20.1% 
Nightly LRV 
cleaners 

SC Alignment 
- Day 2 2 $16.00 $17.50 9.4% 

Streetcar alignment 
(Day) 

Alignment 
Supervisor - 
Day 1 0 $17.85 $20.85 16.8% 

Supervision of 
Alignment Cleaners 
(Day) 

Alignment 
Supervisor - 
Night 2 1 $17.85 $21.85 22.4% 

Supervision of 
Alignment Cleaners 
(Night) 

LRV 
Supervisor 2 1 $18.00 $21.00 16.7% 

Nightly Supervision 
of LRV Cleaners 

Lead 
Supervisor 
(Alignment) 1 1 $23.00 $23.00 0% 

Lead Supervisor 
along alignment 

 
Valley Metro will implement these wage increases by executing a change order 
amending the DMS contact as follows: “The Contractor may seek approval for escalated 
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wages and salaries of persons actively employed on the Contract as a cost of living 
adjustment. Justification for the requested escalation must be accompanied by 
appropriate documentation, including the proposed implementation date.  Approved 
increases shall be subject to the contract change order process identified in Exhibit D, 
paragraph 18 of this contract.  Distribution of approved escalation monies are at the 
discretion of the Contractor, however, wage and salary escalation monies cannot be 
used for any purpose other than annual wage and salary adjustments. Actual labor 
rates shall be certified by the Contractor. Exhibit B - Cost Schedule delineates the 
allocation of escalation monies for estimated wage and salary adjustments for the 
Contract Term.”  This language ensures the contactor clearly communicates the 
justification and plan for the proposed increases and ensure the approved rate changes 
can only be used for the specified wage increases.   
 
The cost of the change order to the cleaning services contract with DMS Facility 
Services over the remaining period of the contract is an amount not to exceed 
$2,686,749. The table below illustrates the amount of change order by fiscal year. 
 

Agency 
FY 2023  

(10 Months)  FY 2024  

 
 

FY 2025 
 FY 2026          

(6 Months) 

 
 

Total 

RPTA $12,175 $14,720 $14,941 $7,526 $49,362 

VMR $657,231 $786,727 $794,348 $399,081 $2,637,387 

Total $669,406 $801,447 $809,289 $406,607 $2,686,749 

 
For FY 2023, this change will cost $657,231 to VMR and $12,175 for RPTA. The FY 
2023 budget included $805,000 for VMR and $10,000 for RPTA to fund a prospective 
cleaning contract change. No additional funds are needed to implement this contract 
change. Contract Obligations beyond FY 2023 will be incorporated into the VMR and 
RPTA Five-Year Operating Forecast and Capital Program (FY 2023 thru FY 2027). 
 
COMMITTEE ACTION 
RTAG: July 19, 2022, for information 
TMC/RMC: August 3, 2022, for action 
Boards of Directors: August 18, 2022, for action 
 
CONTACT  
Ray Abraham 
Chief Operations Officer 
rabraham@valleymetro.org 
 
ATTACHMENT 
None 

mailto:rabraham@valleymetro.org
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DATE     AGENDA ITEM 11E 
July 28, 2022 
 
SUBJECT 
Federal Transit Administration Pass-Through Grant Agreements 
 
PURPOSE 
To approve the Federal Transit Administration Pass-through grant agreements listed 
below. 
 
RECOMMENDATION 
Staff recommends that the TMC forward to the Board of Directors authorization for the 
CEO to execute the IGAs and change order with the City of Phoenix for the listed grants. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro is being provided federal funds through the Federal Transit Administration 
(FTA) from six grant programs. The table below summarizes the funding available: 

 

Grant FTA Program Federal 
Share 

Local 
Share Regional Total 

TBD Section 5307  29,649,733   2,745,760  3,447,229   35,842,722  
TBD Section 5307 - Avn UZA  3,723,889   3,123,889   150,000   6,997,778  
TBD Section 5339  514,427   90,781   -     605,208  
TBD Section 5310  900,000   -     787,500   1,687,500  
TBD Section 5337-HI  3,314,385   544,500   57,221   3,916,106  
TBD Section 5337 - HI Avn 

UZA 
 405,558   -     101,390   506,948  

TBD STBGP-AZ-FLEX (2021)  3,001,200   -     -     3,001,200  
TBD STBGP-AZ-FLEX (2022  3,033,877   -     8,469   3,042,346  

TBD Community Project 
Funding (TIG-CPF) 1,057,000  -     -     1,057,000  

Total   45,600,068   6,504,930  4,551,809   56,656,808  
 
• Funds from the Section 5307 Urbanized Area Formula Program are awarded for 

preventive maintenance, fleet replacement, paratransit fleet expansion and electric bus 
charging stations & infrastructure. 

• Funds from the Section 5307 Urbanized Area Formula Program for the Avondale-
Goodyear Urbanized Area are awarded for operating assistance and Avondale Park-
and-Ride improvements. 
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• Funds from Section 5310, Enhanced Mobility for Seniors and Individuals with 
Disabilities Program awarded for operating support for Ride Choice and travel training. 

• Funds from Section 5337, State of Good Repair High Capacity Bus Program, are 
awarded for preventive maintenance. 

• Funds from Section 5337 for the Avondale-Goodyear Urbanized Area, State of Good 
Repair High Capacity Bus Program, are awarded for preventive maintenance and fleet 
replacement. 

• Funds from the Section 5339, Bus and Bus Facilities Program, are awarded for 
paratransit expansion fleet. 

• Funds from the Surface Transportation Program flexed from the Federal Highways 
Administration are awarded for replacement and expansion fleet for the vanpool 
program and preventative maintenance. 

• Funds from the Section TIG-CPF are awarded for Electric Bus Charging Stations & 
Infrastructure. 

 
The City of Phoenix is the designated recipient for all FTA grant funds for the region.  
Valley Metro undertakes projects approved for FTA grant funding, then submits requests 
to Phoenix for reimbursement of actual expenses incurred. Phoenix then executes a 
drawdown of funds from FTA to pass-through the reimbursement to Valley Metro. 
 
The pass-through IGAs are required in order for Phoenix to reimburse Valley Metro for 
eligible expenses. 
 
COST AND BUDGET 
All expenses are in the approved FY 2023 Adopted Operating and Capital Budget and 5-
Year Capital Program. The grant funds will offset expenses, reducing the net cost to the 
Public Transportation Fund and member agency budgets. 
 
COMMITTEE PROCESS 
RTAG: July 19, 2022 for information 
TMC: August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
 
CONTACT  
Jim Hillyard 
Interim Chief Financial Officer 
602-495-8234 
jhillyard@valleymetro.org  
 
ATTACHMENT 
None 
 

mailto:jhillyard@valleymetro.org
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DATE         AGENDA ITEM 11F 
July 28, 2022 
 
SUBJECT 
Avondale Intergovernmental Agreement (IGA) Amendment: Avondale Transit Center/Park-and-
Ride  
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute an amendment to the 
Avondale IGA for RPTA to administer a federal grant for the design and construction of a new 
Avondale Transit Center ($750,000 total – $600,000 federal with a $150,000 match from the 
City of Avondale). 
 
RECOMMENDATION 
Staff recommends that the TMC forward to the Board of Directors authorization for the CEO to 
execute the IGA amendment to design and construct a new transit center, with a not to exceed 
budget of $750,000.   
 
BACKGROUND | DISCUSSION | CONSIDERATION 
The City of Avondale has requested RPTA to utilize its Job Order Contract (JOC) to design and 
build a new transit center adjacent to a new City-funded parking structure. The transit center will 
include bus bays and landscaping and will serve as a convenient connection for transit riders 
who utilize new the parking structure. The site is located at the northwest corner of West Dale 
Earnhardt Drive and North Park Avenue in Avondale, which is directly to the south of the 
existing Avondale Park-and-Ride. This new facility (the transit center and parking structure) will 
replace the existing park-and-ride upon completion, which was constructed in 2011 by the City 
of Avondale using only local funding sources. See attachment for a site plan of the facility.  
 
COST AND BUDGET 
The project budget to design and construct the transit center is $750,000 dollars. The Federal 
Grant is $600,000 with a local share from Avondale at $150,000 for a total of $750,000.  
  
COMMITTEE ACTION 
RTAG: July 19, 2022 for information 
TMC/RMC: August 3, 2022 for action 
Boards of Directors: August 18, 2022 for action 
 
CONTACT  
Henry Ikwut-Ukwa 
Chief, Capital and Service Development 
602-322-4420 
hukwa@valleymetro.org 
 
ATTACHMENT 
Amended IGA - Avondale Transit Center is available upon request. 

Information Summary 
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DATE     AGENDA ITEM 11G 
July 28, 2022 
 
SUBJECT 
ADA Paratransit Contract Amendment – Labor Rates 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a contract 
amendment with Transdev under contract No. 16013-RPS, to increase rates associated 
with increased staff wages and subcontractor inflationary increases based on the 
current economy, and to implement a corresponding mid-year budget adjustment of 
$400,000 to fund the amendment.  
 
RECOMMENDATION 
Staff recommends that the TMC forward to the Board of Directors authorization for the 
CEO to execute a contract amendment with Transdev for ADA Paratransit Services and 
its corresponding mid-year budget adjustment of $400,000.  
 
BACKGROUND | DISCUSSION | CONSIDERATION 
On June 16, 2022, the Board of Directors approved Valley Metro RPTA fiscal year 2023 
Operating and Capital budget. During the budget approval process, Valley Metro was 
directed to work with contractors to address labor shortages and to bring to the Board 
for approval any contact and corresponding budget change needed to maintain 
services.  
 
To address a lack of paratransit drivers, in October 2021, Transdev increased their 
driver wages by $2.00 per hour across the board (starting wage from $13.50 to $15.50) 
and offered a $1,500 signing bonus at their own cost. Over the months that followed, 
these changes effectively addressed Transdev’s driver recruitment and retention issues. 
As of May 2022, Transdev had no driver vacancies. In February 2022, Transdev 
requested additional compensation for the steps they proactively took to improve 
recruitment and retention of drivers. The increased wages and signing bonuses equate 
to an additional $2.14 per trip, increasing their rate to $33.09 per trip from $30.95.  
 
In addition, Transdev has two subcontractors (AAA Taxi and UZURV) that provide 
overflow services. Both their contracts had an expiration date of June 30, 2022, with 
extension options available. Both subcontractors have also requested rate increases to 
cover inflationary increases including the cost of fuel.  
 
Valley Metro has worked with Transdev to structure the trip allocation between the 
providers in a way that will only increase the approved FY 2023 paratransit budget by 3 
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percent. This increase was included in the IGA’s provided to cities and therefore does 
not result in additional city obligations.   
 
Transdev’s current contract for ADA Paratransit services ends on September 30, 2022 
but allows for contract extensions. Valley Metro is seeking a one-year extension to allow 
for joint re-procurement of reservations and scheduling for the Paratransit and 
RideChoice programs and for ADA Paratransit operations. Should Valley Metro choose 
not to fund the wage adjustments, Transdev will likely decline to extend their contact 
(which they provide 80 of the 104 vehicles) leading to a gap in paratransit services.  
 
COST AND BUDGET 
The cost for approving the rate increased for Transdev and their Subcontractors is 
approximately $400,000 for fiscal year 2023. These costs were included in the IGAs 
provided to cities but not in Valley Metro’s FY 2023 RPTA adopted Operating Budget. 
Therefore, a mid-year adjustment in this amount is needed to allow Valley Metro to 
implement the contract change.  
 
COMMITTEE PROCESS 
RTAG: July 19, 2022, for information 
TMC: August 4, 2022, for action 
Board of Directors: August 18, 2022, for action 
 
CONTACT  
Tom Young 
Manager, Accessible Transit Services 
602-716-2107 
tyoung@valleymetro.org  
 
ATTACHMENT 
None 
 
 
 
 
 

mailto:tyoung@valleymetro.org
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DATE     AGENDA ITEM 11H 
July 28, 2022 
 
SUBJECT 
RideChoice Management Services Contract Award  
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a contract 
with Creative Software Solutions, dba. MJM Innovations for RideChoice Management 
Services for an amount not to exceed $14,864,550.  
 
RECOMMENDATION 
Staff recommends that the TMC forward to the Board of Directors authorization for the 
CEO to execute a contract with Creative Software Solutions, dba. MJM Innovations for 
RideChoice Management Services for an amount not to exceed $14,864,550.  
 
BACKGROUND | DISCUSSION | CONSIDERATION 
On September 10, 2020, the Board of Directors authorized the CEO to develop and 
issue a RFP to combine the reservation and scheduling functions for the Regional ADA 
Paratransit and RideChoice programs to better match customers with the most cost-
effective service meeting their needs and to eliminate the duplication of this 
administrative function between the programs.   
 
Representatives from four jurisdictions (Mesa, Glendale, Goodyear, and Peoria) along 
with representatives from Valley Metro developed the scope of work and the RFP was 
published on September 3, 2021.  Unfortunately, only a single proposal was received 
and the evaluation committee, which included city staff representatives from Mesa, 
Tempe, Peoria, Glendale, and Goodyear determined that the proposal was insufficient 
and that proceeding with a contract award would not be in the best interest of the 
region.  As a result, the RFP for the Administrative Call and Control Center was 
cancelled.  
 
Communications with firms that showed interest in the solicitation seemed to indicate 
that concerns with the uncertainty of the rapidly changing labor market discouraged 
some from bidding.  As a result, Valley Metro decided to continue the current 
Paratransit and RideChoice service models for one year to allow the labor market to 
stabilize and then resolicit for the combined reservations and scheduling function. 
 
To accommodate this delay, on March 19, 2022, the Board of Directors authorized the 
CEO to issue a federally compliant RFP for a base term of one year with an option for 
up to a 1-year extension for RideChoice Broker Services. 
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In accordance with the solicitation instructions, the proposals were evaluated based on 
three technical criteria (Firm Qualifications & Experience, Personnel Qualifications & 
Experience, Understanding / Approach to the Scope of Services) and  Price. 
 
Scoring Summary 
Out of three firms that submitted proposals, two were deemed responsive.  The 
selection committee evaluation of these proposals is summarized as follows. 

PROPOSER POINTS (1000 Possible Points) 
Proposer Technical Points Price Points Final Score 

Creative Software Solutions 
dba. MJM Innovations 

546 375 921 

Medstar Transportation 468 400 867 
 
The selection committee determined that the two firms “met” the requirements of the 
solicitation and were technically qualified, however, using a “Best Value” process which 
assesses both the technical and cost factors, the selection committee had the highest 
degree of confidence and foresaw the fewest risk with Creative Software Solutions, dba. 
MJM Innovations. 
 
An independent cost estimate including a cost comparison and price analysis has been 
completed. The proposed price has been deemed fair and reasonable based on the 
price analysis.   
 
COST AND BUDGET 
The cost for RideChoice Management Services is $14,864,550 which includes a 10 
percent contingency in the amount of $1,351,322. The project is included in the Valley 
Metro RPTA Adopted FY23 Operating and Capital Budget.  Contract Obligations 
beyond FY23 are incorporated into the Valley Metro RPTA Five-Year Operating 
Forecast and Capital Program (FY2024 thru FY2029).  
 
COMMITTEE PROCESS 
RTAG: July 19, 2022, for information 
TMC: August 4, 2022, for action 
Board: August 18, 2022, for action 
 
CONTACT  
Tom Young 
Manager, Accessible Transit Services 
tyoung@valleymetro.org  
 
ATTACHMENT 
None 

mailto:tyoung@valleymetro.org
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DATE         AGENDA ITEM 11I 
July 28, 2022 
 
SUBJECT 
Regional Paratransit Service Replacement Vehicles Purchase   
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to purchase up to 54 
paratransit cutaway vans from Schetky Bus and Van Sales under the Arizona 
Department of Administration (ADOA) Contract CTR054849 at combined federal and 
local cost not to exceed $6,519,505 for the Valley Metro regional paratransit service. 
 
RECOMMENDATION 
Staff recommends that the TMC forward to the Board of Directors authorization for the 
CEO to purchase up to 54 cutaway vans from Schetky Bus and Van Sales under the 
Arizona Department of Administration (ADOA) Contract CTR054849 at combined 
federal and local cost not to exceed $6,519,505. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
Since July 2012, Valley Metro has required paratransit contract operators to provide the 
paratransit fleet.  When purchased by the contractor, the amortized cost of the 
paratransit fleet is included in the contractors per trip rate and paid for entirely by the 
cities through their paratransit IGAs.  In 2018, to reduce paratransit costs, Valley Metro 
amended its contract for paratransit operations so that Valley Metro took over the 
replacement of paratransit vehicles.  Doing so made the vehicles’ purchase eligible for 
85% federal funding and shifted the remaining 15% to regional PTF, eliminating the 
passing through of vehicle costs to the cities and saving an estimated $6.1 million over 
the full fleet replacement.   
 
In FY 2021, the first of four anticipated replacement vehicle orders were placed -- Valley 
Metro purchased 25 Ford Transit vans from Creative Bus Sales.  In March 2021, the 
Board approved the second order of 26 Ford Transit vans, however, due to the impact 
of the pandemic on manufacturing, the Ford Transit van chassis have not been 
produced and Create Bus Sales is unable to say when they will be available.  On 
January 20, 2022, the Board approved the change of Chassis from the Ford Transit to a 
Ford E-series chassis and authorized the purchase of an additional 54 cut-away 
replacement Paratransit vehicles.  On June 24, 2022, Creative Bus Sales notified Valley 
Metro the Ford E-Series chassis for the 54 Starlite vehicles were still not available, and 
they were not sure when Ford would have them assigned.  In addition, they informed 
Valley Metro that due to the current economic conditions, the cost per vehicle will   
increase by 40.5% ($31,874) resulting in a total increase of $1,721,196; without any 
confirmation when the vehicle chassis would be available to begin the bus build. 
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Based on the increase in the cost per vehicle, and the fact that a delivery date for the 
vehicles currently on order could not be estimated or guaranteed, Valley Metro Staff 
began researching alternative solutions, recognizing the vehicles scheduled to be 
replace are well beyond their useful life, and the new solicitation for a service provider is 
in progress, it is imperative Valley Metro receives the replacement vehicles to ensure 
Regional ADA Paratransit service is not negatively impacted.   
 
On July 1, 2022, Valley Metro staff met with Schetky Bus and Van Sales based on their 
current state contract for mobility vehicles.  On July 8, 2022, Schetky Bus and Van 
Sales submitted a quote for 54 Diamond Coach VIP 2000 vehicles on a Chevrolet 
Chassis with a commitment they have the chassis currently available, and the vehicles 
could be built and delivered to Valley Metro in the second and third quarter of FY 2023.       
 
This purchase will utilize the state of Arizona’s competitively procured cooperative 
contract for Diamond Coach paratransit vans.  The state’s contract was procured for the 
purchase of large quantities of vehicles, and therefore provides more competitive pricing 
than Valley Metro could secure on its own.  
 
COST AND BUDGET 
Paratransit vehicles are eligible for 85% federal funding.  The remining 15% is funded 
by regional Public Transportation Fund (PTF) funding rather than from any specific 
jurisdiction’s PTF allocation.  For the contract authority addressed in this request, this 
results in $5,541,579 of federal funding, which has been identified, and $977,926 of 
PTF funds.   
 
COMMITTEE PROCESS 
RTAG: July 19, 2022 for information 
TMC: August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
 
CONTACT  
Tom Young 
Accessible Transit Services Manager 
tyoung@valleymetro.org  
 
ATTACHMENT 
None 

mailto:tyoung@valleymetro.org
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DATE     AGENDA ITEM 11J 
July 28, 2022 
 
SUBJECT 
East Valley Bus Operations and Maintenance Contract Extension Options 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute a six-month 
sole source extension to First Group of America, Inc. (First Transit) contract at a cost 
that will be determined prior to the August Board meeting to allow for the incorporation 
of potential fixed-route service changes and operational improvements into the 
solicitation for a long-term contract. 
 
RECOMMENDATION 
Staff recommends that the TMC forward to the Board of Directors authorization for the 
CEO to amend the First Transit contract for East Valley Bus Operations and 
Maintenance for an extension period from July 1, 2022 through December 31, 2023.  
 
BACKGROUND | DISCUSSION | CONSIDERATION 
In January 2013, the RPTA Board authorized the Chief Executive Officer (CEO) to 
execute a contract with First Transit for fixed-route bus operations and maintenance that 
unified RPTA and City of Tempe services under a single contract. This contract was 
awarded for an initial three-year base term at a cost of $150,885,082. This contracted 
included available option years four through ten at a projected cost of $407,764,469 
above the initial contract term. Each available option year of this contract has been 
exercised with Board approval. 
 
Valley Metro is increasing its focus on service quality and performance across the 
regional transit system and is committed to delivering excellent customer experiences, 
restoring ridership, maintaining stable funding, and responding to the needs and 
expectations of member cities.  
 
For Valley Metro, the management and scoping of operations and maintenance (O&M) 
contracts is foundational to service performance. The East Valley Bus Operations and 
Maintenance contract is one of Valley Metro’s largest O&M contracts, and is the next 
contract scheduled to expire (June 30, 2023). Staff began developing the scope of work 
for the new contract in late 2021 in preparation for the release of a request for proposals 
(RFP) in summer 2022.  
 
In late spring – early summer 2022, through evaluation of current service performance, 
input and direction from member cities and Valley Metro leadership, it became apparent 
that a more comprehensive evaluation and revision of the East Valley Bus O&M scope 
of work is due. Also in spring 2022, City of Tempe staff informed Valley Metro that they 
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had been directed by Tempe City Council to prepare a scope of work for bus operations 
and maintenance for bus service in Tempe independent of a forthcoming RPTA East 
Valley bus O&M contract.  
 
This shift in both strategic direction and composition of service to be included in the 
East Valley Bus O&M scope of work requires evaluation and revision of the draft scope 
and Valley Metro’s operations management practices, and thoughtful collaboration with 
East Valley member cities. Specific items that must be addressed within a revised 
scope to affect improved performance include, but are not limited to: 
 

• Role Definition: Revised definition of roles and duties for RPTA and contractor 
staff 

• Key Performance Indicators: Refinement of an agreed upon and consistent set 
of key performance indicators (KPIs) across bus service maintenance and 
operations 

• Performance Management: Development of a revised plan for service 
performance monitoring, measurement, and communication between contractor, 
RPTA and member cities 

• Performance Standards and Continuous Improvement: Revised definition of 
service standards, accompanied by clearly prescribed actions when contractor 
performance falls below standards 

• Communication and Collaboration: Refinement of service reporting and 
development of performance improvement processes between RPTA and 
member cities and the contractor 

 
Specific scope items that must be addressed in response to the City of Tempe’s 
indication that they will not participate in an RPTA East Valley Bus O&M contract 
include:  
 

• Routes: Determination of service provider by route (RPTA or City of Tempe). 
Several East Valley routes are regional routes serving multiple member cities 
and are supported by a variety of local and regional funding sources. This 
decision-making process will need to involve all impacted cities. 

• Impact of route reassignment on asset distribution and facility capacity: 
The East Valley Bus Operations and Maintenance facility owned by the City of 
Tempe is larger than the RTPA-owned Mesa Bus Operations and Maintenance 
facility. The capacity of both facilities much be assessed in view of the preferred 
route assignment and could impact the new scope of work. 

• Management of technology and assets: Ownership and support agreements 
for some regional transit support functions such as fare collection, customer 
service, automatic vehicle location, regional trip planning, and ridership reporting 
must be defined and supported by intergovernmental agreements as necessary. 

• Performance standards: Valley Metro and the City of Tempe would need to 
define and agree upon those performance standards referenced above to ensure 
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coordination, parity, and consistency across all regional fixed route bus O&M 
contracts. 

 
Staff has developed an estimate of the process and timeline required to complete the 
rescoping of the East Valley Bus O&M scope of performance and has concluded that a 
minimum of six additional months are required to release a revised RFP. A summary of 
key tasks and milestones for this scope revision process is as follows:   
 
Action Progress Period Completion Date 
Board Pre-Approval  January 20, 2022 
Board Authorization of 6-
Month Extension 

 August 18, 2022 

Member City 
Engagement in Scope 
Revision via Scope 
Committee 

August – October 2022  

APTA O&M Peer Review August – September 2022 September 30, 2022 
Scope Committee 
Complete Final Scope, 
Evaluation Criteria, ICE, 
Solicitation 

August – October 2022 October 18, 2022 

Submit to City of 
Phoenix for Review 

October – November 2022 October 25, 2022 

Advertise RFP  November 22, 2022 
Proposals Due  March 3, 2023 
Evaluation and 
Interviews 

March – May 2023 May 2023 

Notice of Intent to Award  June 2023 
Board Approval  June 2023 
Contract Transition June – December 2023 January 1, 2024 

 
COST AND BUDGET 
Valley Metro is currently in negociations with First Transit to determine the cost of the 
six-month extension. Those discussions will be competed before the presentation to the 
Board in August, The timeline above does not allow the issue to be defered until 
September. The recommended six-month sole source extension allows the rescoping of 
the East Valley Bus O&M contract to be accomplished within the timeline outlined above 
without forfeiture of the $7,115,000 in federal preventative maintenance funding 
programmed for this contract in FY24.  
 
COMMITTEE PROCESS 
RTAG: July 19, 2022 for information  
RMC:  August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
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CONTACT  
Ray Abraham 
Chief Operations Officer 
602-652-5054 
rabraham@valleymetro.org 
 
ATTACHMENT 
None 
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DATE     AGENDA ITEM 11K 
July 28, 2022 
 
SUBJECT 
Federal Transit Administration Pass-Through Grant Agreements  
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute 
Intergovernmental Agreements (IGAs) with the City of Phoenix to allow Valley Metro to 
be reimbursed for eligible activities. 
 
RECOMMENDATION 
Staff recommends that the RMC forward to the Board of Directors authorize the CEO to 
execute IGAs with the City of Phoenix for the listed grant.                                 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro is being provided federal funds through the Federal Transit Administration 
(FTA). The table below summarizes the funding available: 
 

Grant FTA Program 
Federal 
share 

Regional 
Share 

Local 
Share Total 

TBD ARP Route planning 
Restoration Grants $514,045 $0 $0 $514,045 

Total  $514,045 $0 $0 $514,045 
 

• Funds from the American Rescue Plans Route Planning Restoration Grants are 
awarded for reimbursement of the West Phoenix High-Capacity Transit 
Alternatives Analysis. 
 

The City of Phoenix is the designated recipient for all FTA grant funds for the region. 
Valley Metro undertakes projects approved for FTA grant funding, then submits 
requests to Phoenix for reimbursement of actual expenses incurred. Phoenix then 
executes a drawdown of funds from FTA to pass-through the reimbursement to Valley 
Metro.  
 
COST AND BUDGET 
All expenses are in the approved FY 2023 Adopted Operating and Capital Budget and 
5-Year Capital Program.  The grant funds will offset expenses, reducing the net cost to 
the Public Transportation Funds and the member agency budgets. 
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COMMITTEE PROCESS 
RTAG: July 19, 2022 for information 
RMC: August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
 
CONTACT  
Jim Hillyard 
Interim Chief Financial Officer 
602-495-8234 
jhillyard@valleymetro.org 
 
ATTACHMENT 
None 

mailto:jhillyard@valleymetro.org
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DATE     AGENDA ITEM 11L 
July 28, 2022 
 
SUBJECT 
Federal Transit Administration Pass-Through Grant Agreements 
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to execute 
Intergovernmental Agreements (IGAs) with the City of Phoenix to allow Valley Metro to 
be reimbursed for eligible activities. 
 
RECOMMENDATION 
Staff recommends that the RMC forward to the Board of Directors authorization for the 
CEO to execute the IGAs and change order with the City of Phoenix for the listed 
grants. 
 
BACKGROUND | DISCUSSION | CONSIDERATION 
Valley Metro is being provided federal funds through the Federal Transit Administration 
(FTA) from five grant programs. The table below summarizes the funding available: 
 

Grant FTA Program Federal 
Share 

Local 
Share Regional Total 

TBD 

Section 5309 New 
Starts - South Central 
Expansion Downtown 
Hub 

232,119,328  138,554,267  159,467,649  530,141,244  

TBD 
Section 5309 New 
Starts - Northwest 
Extension Phase II 

 58,122,079   7,231,497   82,191,721   
147,545,297  

TBD Section 5307  5,054,858   -     1,263,715   6,318,573  
TBD Section 5337-FGM  5,535,554   1,383,889   -     6,919,443  
TBD CMAQ/STBGP  40,166,419   9,805,734   57,033   50,029,186  
Total  340,998,238  156,975,387  242,980,118  740,953,742  

 
• Funds from the Section 5309 New Starts Program are awarded for the South Central 

Extension Project.  
• Funds from the Section 5309 New Starts Program are awarded for the Northwest 

Extension Phase II Project 
• Funds from the Section 5307 are awarded for Preventive Maintenance. 
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• Funds from the Section 5337-FGM are awarded for the Light Rail Vehicle 
Communication System Upgrade. 

• Funds from Congestion Mitigation/Air Quality & Surface Transportation Block grant 
Prgram are flexed from the Federal Highways Administration awarded for the South 
Centrail Extension Project Light Rail Vehicles and Professional Services.  

 
The City of Phoenix is the designated recipient for all FTA grant funds for the region.  
Valley Metro undertakes projects approved for FTA grant funding, then submits 
requests to Phoenix for reimbursement of actual expenses incurred. Phoenix then  
executes a drawdown of funds from FTA to pass-through the reimbursement to Valley 
Metro. The pass-through IGAs are required in order for Phoenix to reimburse Valley 
Metro for eligible expenses. 
 
COST AND BUDGET 
All expenses are in the approved FY 2023 Adopted Operating and Capital Budget and 
5-Year Capital Program. The grant funds will offset expenses, reducing the net cost to 
the Public Transportation Fund and member agency budgets. 
 
COMMITTEE PROCESS 
RTAG: July 19, 2022 for information 
RMC: August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
 
CONTACT  
Jim Hillyard 
Interim Chief Financial Officer 
602-495-8234 
jhillyard@valleymetro.org 
 
ATTACHMENT 
None 
 

mailto:jhillyard@valleymetro.org
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DATE     AGENDA ITEM 11M 
July 28, 2022 
 
SUBJECT 
Rio East – Dobson Streetcar Extension Alternatives Analysis Funding Agreement  
 
PURPOSE 
To request authorization for the Chief Executive Officer (CEO) to enter into a 
cooperative funding agreement with the cities of Mesa and Tempe to conduct an 
Alternatives Analysis leading to a Locally Preferred Alternative and to prepare 
Advanced Conceptual Engineering for the Rio East – Dobson Streetcar Extension in the 
Southeast Valley.  
 
RECOMMENDATION 
Staff recommends that the RMC forward to the Board of Directors authorization for the 
CEO to enter into an agreement with the cities of Mesa and Tempe to fund project 
activities to complete an alternatives analysis and identify a locally preferred alternative 
for an amount not to exceed $2.0 million.   
 
BACKGROUND | DISCUSSION | CONSIDERATION 
In 2020, Valley Metro completed the Tempe/Mesa Streetcar Feasibility Study that 
evaluated the potential for a future streetcar system to connect points of interest, 
planned develoment and emerging transit corridors to serve Tempe and Mesa. Thirteen 
corridors were originally identified and evalauted. These corridors were narrowed down 
to five of which the top three were submitted to the Maricopa Association of 
Governments (MAG) to be included in the Regional Transportation Plan as part of the 
Proposition 400 sales tax extension. The City of Tempe submitted two potential 
extensions (along Rio Salado Parkway and Mill/Southern Avenues), and the City of 
Mesa submitted one potential extension (Rio Salado Parkway/Dobson Road/Southern 
Avenue/Country Club Drive). The City of Mesa potential extension corridor is also 
consistent with the recommended alternative from the Fiesta District Alternatives 
Analysis that was completed in July 2020.  
  
Staff from Mesa and Tempe have expressed interest to advance planning efforts to the 
next phase of study, called an alternatives anaysis (AA) to extend the streetcar system 
that would connect activity centers, residents and new growth in northwest Mesa and 
northeast Tempe. This study will:  
 

• Further refine the route 
• Identify station areas 
• Determine the street configuration 
• Determine federal funding feasibility 
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• Define possible phasing for implementation 
• Identify a locally preferred alternative 

 
The project scope would extend beyond the adoption of the locally preferred alternative 
and would include an Advanced Conceptual Engineering (ACE) activity to prepare for 
the full Preliminary Engineering (PE) phase of the project.   
 
COST AND BUDGET 
The total cost for the Rio East – Dobson Extension AA is not to exceed $2.0 million.  
This includes Valley Metro agency and consultant costs. Mesa will contribute up to 
$800,000 and Tempe will contribute up to $1,200,000. No regional funds will be utilized 
for this study.  
 
Funding for the Alternatives Analysis is included in the FY23 Valley Metro Budget and in 
the Five-Year Operating Forecast and Capital Program (FY23 through FY27). 
 
COMMITTEE PROCESS 
RTAG: July 19, 2022 for information 
RMC: August 3, 2022 for action 
Board of Directors: August 18, 2022 for action 
 
CONTACT  
Henry Ikwut-Ukwa 
Director, Capital and Service Development 
602-322-4420 
hukwa@valleymetro.org 
 
ATTACHMENT 
None  

mailto:hukwa@valleymetro.org
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DATE      AGENDA ITEM 12 
July 28, 2022 
 
SUBJECT 
Report on Current Events and Suggested Future Agenda Items 
 
PURPOSE 
Chair Stipp will provide members the opportunity to report on current events and 
suggest future agenda items for consideration. 
 
CONTACT  
Jim Hillyard 
Acting Chief Financial Officer 
602-262-7433 
jhillyard@valleymetro.org  
 
ATTACHMENT 
None. 
 
 
Future Items 
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