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Audit and Finance Subcommittee 
Thursday, December 2, 2021 

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 brief the Audit 
and Finance Subcommittee on current issues. 

2.   For information 

3. Minutes 

Minutes from the November 4, 2021 Audit and Finance 
Subcommittee meeting are presented for approval. 
 

3.   For action 

4. Contract Management – Planning and Community
Relations Support Services (PCRSS) Audit 

Sebrina Beckstrom, Chief Auditor, will present the results of 
the Contract Management - Planning and Community 
Relations Support Services Audit for acceptance. 
 

4. For action  

5. 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. 

5.  For information 

Agenda 
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6. Contract Threshold Management Policy Draft
 
Staff will share that Valley Metro administrative policy changes 
intended to ensure timely reporting of contract utilization 
changes with the potential to exhaust a contract’s expediture 
authority. 

6.  For information 

7.  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. 

Transit Life Cycle Program Update January 2022  
Fare Recovery Update TBD 

7. For information 

The next meeting of the Audit and Finance Subcommittee is scheduled for January 6, 
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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Information Summary 
DATE      AGENDA ITEM 1 
November 23, 2021 

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 

STRATEGIC PLAN 
None 

COMMITTEE PROCESS 
None 

CONTACT  
Jim Hillyard 
Acting Chief Financial Officer 
602-262-7433 

ATTACHMENT 
None 
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Information Summary 
AGENDA ITEM 2 DATE      

November 23, 2021 

SUBJECT 
Chief Financial Officer’s Report 

PURPOSE 
Jim Hillyard, Acting Chief Financial Officer, will provide an update on information shared 
with the Financial Working Group and Fare Policy Working Group. 

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 

mailto:phodgins@valleymetro.org
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Minutes 
November 10, 2021       AGENDA ITEM 3

Audit and Finance Subcommittee 
Thursday, November 4, 2021 

Via WebEx/Phone 
12:00 p.m. 

Meeting Participants 
Councilmember Bill Stipp, City of Goodyear - Chair 
Councilmember Lauren Tolmachoff, City of Glendale 
Councilmember Francisco Heredia, City of Mesa 
Councilmember Laura Pastor, City of Phoenix 

Absent 
Councilmember Robin Arredondo-Savage, City of Tempe 

Chair Stipp called the meeting to order at 12:00 p.m. 

1. Public Comment  

Mr. Crowley said while they're trying to get this thing started, I'd like to request four 
minutes instead of three because I'm going to be responding to the Chair's request for 
information. 

Chair Stipp said sure.   

Mr. Crowley said okay.  Thank you.  One of the things you asked about was the Tempe 
rail and bus funding, well, in your agenda today on I believe it's 6B, if you'll look on page 
3 at the top of it or in the middle, it says, Valley Metro insurable assets have been 
increased approximately 30% to $750 million.  And what's the second one?  It's the 
Tempe Street project includes 30.5 miles of rail line and new streetcars.  I believe that's 
proof that you were looking for, sir. 

Also, I went to the Management meeting and one of the things on the agenda was the 
rail, the extension and such.  And I'm looking for the page here and I'm probably not 
going to be able to find it, but what it states in there is the proposed and actual routings 
that we're doing one of them that's still going to be going on is the one to Paradise 
Valley and also the one that goes into downtown Glendale.  And I believe Glendale, 
didn't you say it ain't ever going to be in here.  And I know that Phoenix relinquished the 
right of way there at 24th Street and Camelback so -- oh, there it is.  It's on the first page 
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of it and it says, in 2030 -- 40, we're going to have the extensions into downtown 
Glendale and the Paradise Valley one.  And in 2030, that's when we're doing the 
extension on the 10.  And I don't appreciate getting documents like this.  You know, this 
is the record and such.  Why can't they print what it's supposed to be there? 

And then on to item 6D, the advertising program on the buses.  I have asked often that 
when you're having meetings and such and outreach that that be on the bus and their 
advertising section or in the part behind the driver and I'm always told, we can't do that.  
That's the contractor that does those.  So, if you could, if you are making the contract 
with this specific one, could you make sure that when it is something that you would like 
the public to be a participant of that one of the ways that you can put it out there is in 
those advertisers along the roof. 

And thank you for that extra minute.  Have a pleasant day. 

Chair Stipp said Mr. Crowley, before you step away, I have a question for you.  Did you 
ever get the information on the strategic plan that you requested last month? 

Mr. Crowley said no, and I'd still like to know how is financing the operations for the rail 
since it wasn't listed and when I look in here in what you have today, it has it coming out 
of all of the actual funds, but that wasn't the way it was expressed when we first put it 
together.  And no, I have not got that, and I still would like the other. 

Chair Stipp said okay.  Thank you.  We'll address that at the appropriate time in the 
meeting.  Thank you. 

2. Chief Finance Officer’s Report 

Mr. Hillyard said good morning, Chair Stipp, members.  Thanks again for joining us today.  
I'll be providing updates on two issues briefly and then handing off to Tyler for an update 
on PFT revenues. 

The first update is the status of the CFO recruitment.  On October 19th, the five 
members of the Board you see listed there and Mr. Smith interviewed our four final 
candidates.  They were great discussions, each member provided Mr. Smith with some 
feedback and Mr. Smith is continuing with the hiring process.  At this point in the 
process, we think that's about all that's appropriate to say publicly.  Chair Heredia and 
Councilmember Stipp have been briefed privately in a bit more detail.  If any of you 
would like a private update, please don't hesitate to contact me and I'd be happy to give 
you a confidential update with a little more detail. 

The next issue.  We heard loud and clear in October's Board meeting the Board's desire 
for timely notification when a contract is at risk of exhausting its spending authority 
prematurely.  Now, since that issue was raised with the Board, it's our intent to bring it 
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back to the full Board for any discussion and any action, however, I did want to make 
sure the AFS knew that we were actively working to address the concern.  I'd also like 
to just very briefly summarize sort of at 50,000 feet the policy that we're drafting that we 
think should ensure that doesn't happen again. 

So the first component of the policy is monitoring to identify contracts at risk for 
exhausting their authority prematurely and, I guess, I'd like to just underscore that last 
phrase for a second.  At risk for exhausting their authority prematurely.  Councilmember 
Tolmachoff, you asked in the Board meeting, what is Valley Metro's threshold for 
exceeding a contract's Board authority and I just wanted to make sure the answer to 
that question is zero.  Valley Metro does not exceed its contract authority and we have 
no mechanism to do so, and we don't do that. 

What does happen from time to time is over the five years or more of a contract, 
circumstances change, and we'll see a need to either increase utilization of a contract.   
And then the question is, will that utilization persist?  And if it does, will it result in the  
Board's approved spending authority for the contract being exhausted before the end 
date of the contract arrives?  So you have a contract, but no authority to utilize it. 

So we'll have two mechanisms for monitoring whether a contract has entered that sort 
of at risk category.  The first and primary one is the contract administrator.  Each Valley 
Metro contract has a contract administrator.  Their job is manage -- monitor the 
performance of the contractor and also the utilization of the contract.  And so, under the 
policy we're promulgating, if the contract administrator sees an indication that a contract 
could have an increase in utilization that would put it at risk for prematurely exhausting 
its authority that contract administrator will need to bring that to the attention of our chief 
procurement officer. 

We're also putting in place sort of a system fail safe.  To make sure that nothing falls 
through the cracks, we'll be establishing in our new ERP, an annual threshold for each 
contract that corresponds to the expected full utilization of the Board approved authority 
and if we're seeing in any year spending that exceeds that threshold then our chief 
procurement officer will be alerted to it. 

So in either of those circumstances, the chief procurement officer will then meet with the 
contract administrator to try to assess both the root cause of the contract's changing 
utilization and it's likelihood of prematurely exhausting its authority.  That assessment 
will result in contracts being categorized in one of three categories.  They can be 
categorized as not at risk of exceeding their Board approved authority and that would 
be, for example, an increase early in the contract is expected to be netted out by 
decreases, you know, later in the year or in later years of the contract.  A perfect 
example of that would be our paratransit contracts.  We almost always see increases in 
utilization in the cool months and decreases in utilization in the hot months and they net 
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each other out and, you know, and we don't see a risk of the authority being impacted.  
Those where we don't have enough information to know whether the contracts could be 
at risk of exhausting its authority prematurely, will be categorized as at risk.  An 
example of those might be contracts for fuel prices where we sort of normally see world 
events impacting fuel prices and it's hard to know whether subsequent events will net 
those out.  And then the final category we're establishing is likely to exceed -- or I'm 
sorry, to exhaust its contract authority and those would be cases where we're seeing a 
change that we believe that will require a modification to the Board approved authority.  
In many cases, however, we won't know at that time what the appropriate modification 
is because we'll still be gathering data on both the degree and the duration of the impact 
that we've seen. 

So then to communicate those issues to the Board very clearly, we'll be adding to our 
quarterly reports to the Board a section on at risk contracts.  It will list every contract 
that the assessment has found is either at risk or likely to prematurely exhaust its 
authority.   

For each contract listed on the report, we'll have a summary of the issue that we believe 
is driving the change in utilization for that contract.  And then for those that we've 
assessed as likely to exhaust their authority, you know, we'll have a target date for when 
we anticipate bringing that issue to the Board for discussion and resolution.  And so 
doing, we'll ensure that the Board isn't blindsided by changes to contracts even for 
contracts that we're not convinced, you know, will ultimately result in a change or for 
contracts where we think there will, but we're still doing the analysis and therefore not 
yet ready to bring a memo before the Board. 

And so, as I mentioned at the top, you know, we think it's appropriate to really discuss 
the approach with the full Board since it came up in the full Board, however, if AFS 
members have either questions or feedback for me on this approach, I'd deeply 
appreciate it if you'd contact me privately and share that with me so that we can go to 
the Board with an approach that's on target and addressing the concerns that have 
been raised. 

And so, with that Chair Stipp, I'll turn it to Tyler to highlight the current status of – 

Ms. Dillon said hold on just -- it looks like.  Councilmember Tolmachoff, you unmuted 
yourself.  Do you have a question?  And I see Councilmember Pastor.  

Councilmember Tolmachoff said well, I just, I mean, and I appreciate, you know, the 
work and the effort to try to mitigate this, but the part that I'm still a little bit baffled by is 
that -- so when you bring a contract that says it's $10,000 a month for 60 months and 
then to say that you haven't exceeded the amount of the contract because I -- I mean, I 
guess, I fundamentally disagree with that concept is that you have exceeded the 
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contract because that's what was presented with us.  I mean, the federal lobbying -- I 
mean, most of us have federal lobbying contracts, we know how much we pay for those 
contracts and I mean, you know, if -- so I guess, I just wanted to say that I 
fundamentally disagree with that statement that obviously in 2019, it was known that 
this was not going to be able to be, you know, make it all the way through the end of the 
contract and yet, the Board's not made aware of the situation until literally the contract 
has been essentially exhausted.  So that's completely different. I think then the scenario 
that you're saying is that we don't exceed the amount of the contract because I disagree 
with that.  Thank you.   

Chair Stipp said Councilmember Pastor, you had a question as well. 

Councilmember Pastor said yeah.  And that's exactly the question because I believe it 
was -- I don't know I get my meetings all -- they all seem to come together, but the last 
time I believe or I don't believe, we voted on that.  And one of my questions at that time 
or not -- behind the scenes which I really think I'm going to start publicly asking is how 
did this happen when that shouldn't of happened?  And what policy wasn't at play?  And 
I really appreciate this slide, but what I would -- I think everybody on the Board and you 
can disagree or not or may be extra information for you.  But I would actually like to see 
the policy and how it's written because there's several things that you had said that I 
would have stopped you, but I don't have something physically in front of me to be able 
then to say what does this mean?  And what is -- how is that going to play?  So I would 
like to see the policy just so that all of us that are experts can say I would change this or 
I would change that. 

I believe that when contracts are written, they are written a certain way.  If there is an 
emergency where we had to utilize the contract, the contractor, more than what we 
thought then there should be conversations with the Board at the very beginning and 
saying where we're going to use -- when we do this, this is what's going to happen, and 
we may possibly be back in front of you for additional dollars. 

At the end of day, all of us are the ones that are voting and administering a lot of these 
pieces in the sense of we're not doing the everyday, but we will be held accountable.  
And so, those are my statements.   

Can you go back on this subject, but you moved ahead on the other slide beforehand 
and can I go back to that slide real fast.  It was about the CFO.  I noticed that -- so on 
the second one we interviewed four candidates.  I thought we were interviewing -- I 
thought we interviewed -- we moved three candidates ahead.   

Mr. Hillyard said Councilmember, so the hiring process is proceeding.  I'd be delighted 
in a private setting to answer any questions you have because this is a public meeting, 
and we think it's probably better not to get into those kinds of details – 
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Councilmember Pastor said I'm just asking -- I don't -- we did -- I guess, what I'm saying 
is there were second interviews and I'm just asking, never mind.  I will do it privately. 

Mr. Hillyard said thanks so much. 

Chair Stipp said thank you. Was there another - Councilmember Tolmachoff? 

Councilmember Tolmachoff said I'd just like to second Councilwoman Pastor's request 
to actually see a draft of that policy. 

Mr. Hillyard said Chair Stipp, we certainly are— 

Councilmember Tolmachoff said (indiscernible) 

Mr. Hillyard said pardon me.  It is certainly our intent to bring the full policy to the Board 
for discussion.  Since it came up in the Board meeting, we thought that that was the 
appropriate forum to really kind of dig into the issue.  I think the intent here was simply 
to let the AFS know that we were actively working on it.  To give you a sense of the 
direction so that if privately, you wanted to provide me with some feedback on that 
direction, you know, we would have that in preparation to have the best possible 
proposal for the Board. 

Councilmember Tolmachoff said so Chair Stipp, can I just ask then is the -- so the policy 
will be part of -- the draft policy will be part of the Board packet for the meeting on the 
18th?  Is that what you're saying? 

Councilmember Pastor said that's what I heard. 

Mr. Hillyard said sure.  It is our intent to bring it to the Board.  At this point, I think we're 
on track to bring it on the 18th, however, we're still working internal review on the policy.  
And so, you know, because those dates -- because the Board process is already well 
advanced for November, you know, it's our hope to have it on 18th.  I think we're not 
certain. 

Chair Stipp said and since we're not having a meeting in December, the latest we would 
see this would be the January meeting.  Is that correct? 

Mr. Hillyard said that's correct, Chair Stipp. 

Chair Stipp said yes, ma'am.  Go ahead, Councilwoman Pastor. 

Councilmember Pastor said that's okay.  So I would like to see it on the 18th and then 
on the 18th, we can provide comments and that's up to the Chair, but I would like to see 



 
 
 
 
 
 
 
 

7 
 

it on the 18th and that -- at that point, it's in our packet.  I'm hoping those documents will 
be in our packet so then we're prepared on the 18th to have a dialog and give 
suggestions versus waiting until January. 

Chair Stipp said if I may, just -- I think one of the things and I obviously got the -- as we 
set the agenda for today, I got just a little peek into the window of what's happening.  
We -- I think owe the staff time to prepare a good document and let them run through it 
internally.  The pace of the Board meeting agenda process I think is such that it may get 
in the way of producing it for the 18th because our meeting on the 18th, the packet goes 
out on the 12th, and we've got the holiday in there next week.  So I would rather -- 
personally, rather not us get a half done or a three quarter done product.  And I think 
we're suffering from the fact that we're not going to have a Board meeting to actually 
have a discussion and, perhaps what we want to do is have the staff consider giving 
AFS a first glance at it at our December meeting which might solve a lot of these issues.  
And then bring it to the full Board in January.  If that works within the confines of the 
staff ability.  And I'm seeing some affirmation on that.  Is that possible, Jim? 

Mr. Hillyard said from a timing perspective, certainly. 

Chair Stipp said and that gives you -- and if you can produce it for the November meeting 
then obviously, you will, but I'm getting the sense that November is really a kind of a long 
shot.  

Mr. Hillyard said yeah, we very much appreciate that support and, in fact, that was part 
of the thinking of including it in an update here was to make sure that AFS had an 
opportunity to sort of see the direction that we were thinking and to sort of offline give 
us, you know, any feedback on that without sort of stepping on the larger Board's 
interest in this issue so thank you for looking for a compromise. 

Chair Stipp said okay.  So I think we'll close the discussion on this with the assurance 
that this draft policy will come back to AFS in December for comments before it goes to 
the Board in January for final discussion.  Is everybody okay with that?  I mean, we're 
not making a motion, but I need -- I see a couple of thumbs up and if we're all okay with 
that then we've provided them some direction. 

Mr. Smith said and thank you, Chair Stipp.  This is Scott.  Also, it was alluded to 
remember that we do have a Board process for things that go before the full Board and 
working with Chairman Heredia and the Management Committees and the RTAG also.  
This will be run through our normal Board process.  So we do have a formal process 
when things are presented to the Board and this would be part of that also. 

Chair Stipp said okay.  Appreciate that.  I think honestly the majority of folks that had 
questions regarding this process and how we got here, and this particular contract sit on 
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this Board so getting buy in from us I think will help it run much smoother as it goes 
through the rest of the process. With that, Jim, I did have one question just kind of as an 
example. 

Mr. Hillyard said certainly. 

Chair Stipp said we have in today's packet, the discussion about the facilities services 
change order.  Is that -- that looks very similar.  Is that the kind of thing that would be 
run through this monitoring process going forward?  Is that kind of a good live example? 

Mr. Hillyard said I -- it might be.  I would need to defer to Mr. Abraham for kind of more 
detail on the driver behind that one since it's not an issue that I've been intimately 
involved with, but just broadly speaking, any time -- under this process, any time that we 
were seeing a contract that either the contract administrator thought was getting ahead 
of schedule or our data said was getting ahead of schedule, that it would be subject to 
an analysis.  And then if we thought that there were -- it was either at risk or likely to 
exceed -- I'm sorry, to exhaust its contract authority prematurely then it would be 
included in this report.  So the Board would have complete visibility into everything that 
we thought was even possible to exhaust its authority prematurely so there wouldn't be 
any surprises even when in many cases, we may be aware there's an issue before we 
know what the answer should be.  So yes, we think we might exhaust authority 
because, for example, we're seeing more paratransit trips, but we haven't done the 
forecasting yet to know what the new number should be.  And so, that way we'll be sure 
to have -- in the current process, our mechanism is really to bring a memo forward and 
we bring a memo forward when we know what the answer is.  This will give us a way to 
say, we think there's an issue and we're working on the answer, but, you know, in a 
more, timely way. 

Chair Stipp said okay.  I'll look forward to more in-depth discussion in December. 

Mr. Hillyard said thank you, sir. 

Chair Stipp said thank you for everyone's flexibility, appreciate that.  I think next on this 
CFO update is Tyler.  Is that correct? 

Mr. Olson said yes, it is. 

Chair Stipp said okay. 

Mr. Olson said good afternoon, Chair, members of the Subcommittee.  Just wanted to  
give a quick update on preliminary numbers for the ADOT forecast that we received.   
These are considered preliminary until they are posted on ADOT's website. 
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So here's a look at the updated cumulative forecast in green.  So, you know, this is 
really our PTF funds what that looks like from a forecast perspective relative to our total 
collections, it's cumulative.  So you can see through FY21 we're at about $2 billion and 
if we extended this forecast out to the remainder of Prop 400 through FY26 or 
December of 2025, that purple line of actuals would catch up to the cumulative in green 
there so. 

So here's a look at kind of the annual comparisons.  So 2020 forecast versus kind of the 
actuals for 2021, we've started right there and then just kind of taken last year's forecast 
compared to this year's forecast so you can see the difference in that and you can see 
that, you know, it is very optimistic.  Just a background on the forecast, it's really based 
on a risk analysis process that ADOT performs.  It relies on, you know, an expert panel 
of economists, you know, representing public, private, academic sectors really providing 
projections and reviewing various economic indicators such as CPI and income, 
employment, population growth that are used as inputs to that forecast.  So, you know, 
very optimistic.  Once ADOT publishes the final forecast to their website, we would 
incorporate that into our TLCP or Transit Lifecycle Program model based on these 
updated projections and that would be very favorable based on last year's versus this 
year's forecast. 

So this is just a look at kind of the historical forecast in the 20-year plan.  The original 
forecast and the Regional Transportation plan, RTP, that's in purple dotted there.  And 
really the last year's forecast from ADOT in green compared to this year's forecast in 
purple. This is not cumulative these are just annual collections up until current year 
where it's forecasted out so. 

That concludes my update.  I'd be happy to answer any questions. 

Chair Stipp said does anyone have questions for Tyler on this material?  Tyler, can you 
produce a small chart that shows actual versus forecast in numbers instead of on a bar 
chart? 

Mr. Olson said sure.  Yeah.  That's easy to do.  Absolutely.  Yeah. 

Chair Stipp said and the reason that I'm asking is, you know, we look at this RTP 
forecast which, you know, is way off and even the distance between 2020 forecasts and 
2021 forecasts are a little off as well and I think as we get ready to move forward and 
making funding decisions based on these forecasts, we should probably have a good 
understanding of the historical distance between the forecast and the actuals. 

Mr. Olson said sure.  I'd be happy to provide that. 
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Chair Stipp said okay.  And if we can send that to all of the AFS members, I think that 
would be helpful.  Thank you. 

3. Minutes 

Chair Stipp said minutes from the October 7, 2021, Audit and Finance Subcommittee 
meeting are presented for approval.  
 
IT WAS MOVED BY COUNCILMEMBER TOLMACHOFF, SECONDED BY 
COUNCILMEMBER PASTOR AND UNANIMOUSLY CARRIED TO APPROVE THE 
OCTOBER 7, 2021 AFS MEETING MINUTES. 

4. Internal Audit Update 
 

Ms. Beckstrom said thank you, Chair Stipp.  For our Internal Audit update this month, 
we'll start with -- can you move to the next slide -- a summary of the prior audit findings 
and recommendations. The City of Phoenix issued an internal audit related to the public 
transit department's, Phoenix Public Transit department's and Valley Metro's van pool.  

The audit found that Valley Metro appears to be effectively monitoring the van pool 
contract with Enterprise and that the vehicles are being properly maintained.  And it had 
one area where it said most vans were being disposed of according to federal 
guidelines, but there are some controls that needed to be strengthened over the 
disposal of vans that had been in accidents.  And Valley Metro had worked to get -- 
worked to get a standard work or a policy and procedure created and sent that over to 
Phoenix already to implement that corrective action. 

As far as our work in Internal Audit, we have completed field work on the Planning and 
Community Relations services contract and we're in the process of going through our 
quality control reviews.  So results should be presented to the AFS on that contract 
management audit in the December AFS meeting.  Along with that, you see on your 
screen the work that we're kicking off.  We're going to take up the contract change 
orders, the continuous, the planning process for that as well as travel, but we did also 
receive a request from the Board through the AFS to review the professional consulting 
services contract that Valley Metro currently has in place with Cardinal Infrastructure 
and the circumstances which led to the request for an increase in the Board authority.  
We will conduct that review which will include the answers to the specific questions from 
the Board members that were forwarded to us.  We're in the process of scoping that 
review now and anticipate beginning the work on that project in the next couple of 
weeks.  So I'm not sure with the holiday schedule the way that it is and a couple of other 
things that are facing my team, I'm hoping to have something for you to review in 
January, but it may be the February just because of how early in the month the AFS 
meeting happens and the process, as Chair Stipp mentioned earlier, the process of 
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getting something on the calendar backs us up about three weeks to get something 
before you. 

I think that's all I had unless there are any questions. 

Chair Stipp said are there any questions regarding the van pool audit or the Internal 
Audit update?  I think it's -- Sabrina, I really appreciate you setting good expectations for 
us as a Subcommittee not over promising and under delivering.  I greatly appreciate 
that and certainly understand that these things take time and we do have the process 
coming up so thanks for your quick attention on that. 

Ms. Beckstrom said you're welcome.  Thank you. 

5. FY22 First Quarter Budget Variance Review 
 
Mr. Olson said yes, Chair Stipp, members of the Subcommittee, I will walk you through 
our first quarter of FY22 budget versus actuals.  Since this is our first quarter, our target 
spend would be 25% if we were right on track.  Before I start, I do want to note that, you 
know, we are very early in the year, so actuals tend to be a little bit lower than normal.  
It's very common early in the year, you know, there's a few reasons for this.  You know, 
generally, there's a 30-day lag between receiving goods and services, receiving the 
invoices, and therefore, paying the vendor.  You know, there's also seasonal 
expenditures, some things we pay upfront, some things we pay throughout the year.  
You know, example would be, you know, a subscription renewal, you know, paid at the 
beginning of the year, sometimes it's paid in the middle of the year.  And then we do 
have a new Oracle financial system that we launched effective the first week of July 
which we're really excited about does add some efficiencies to the system.  Really 
requiring vendors to set themselves up through an online portal and get that imaging 
process, submitting invoices through that portal and so, you know, there's a little bit of 
delay I think in some of the vendors getting setup, but I think over time you'll see that 
normalize as we get through the year so. 

With that being said, I'm going to quickly move through the presentation as there isn't a 
whole lot to talk about yet.  But moving on to RPTA first, so total sources of funds for 
operating, sources of funds typically lag so I'm not surprised, you know, we're 3% of 
target right now.  Federal funds are on a reimbursement basis and, you know, we 
anticipate this will catch up as we move throughout the year. 

The sources of funds on capital.  Really not much in the way of expenses yet so, you 
know, revenues trailing behind that very light.  Operating overview.  Excluding expenses 
for passthrough funds, we're at 20% for RPTA.  Passthrough represents the Valley 
Metro Rail salaries that are 100% reimbursed by Valley Metro Rail.  
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Moving onto fixed route operations.  We're at 22% through Q1.  Demand services 
coming in at 14%, you know, trips are less than planned so far this year, but we'll see 
how that changes as we return to ridership this year.  Van pool operations coming in at 
20%.  Planning is coming in at around 19% at this point.  I do want to note that there 
appears to be an overrun in the second two lines of planning for corridor and facility and 
administrative support.  We did find an error in the timesheet allocations for this group 
that we are correcting.  I suspect that was part of the transition from the new to old 
system and we are on it. It will be corrected next month's report.  So really that effort 
belongs kind of spread between the three so. 
Commute Solutions, regional services as well as admin, finance all within 25% target 
thus far. 

Moving on to our capital.  Again, really not much activity here.  The passthrough does 
represent the Prop 400 funds that are allocated based on Board policy of 47% that go to 
Valley Metro Rail for their capital program.  Those are only expended on capital.  RPTA 
acts as the fiduciary entity for all Prop 400 funds and administration of those funds.  The 
bulk of RPTA capital budget is really regional fleet.  You'll see that 42.8 million budget, 
you know, that's really based on timing of deliveries of fleet throughout the year so, you 
know, we anticipate, you know, that amount increasing as we move through the 
quarters of the year. 

Any questions before I move on to Valley Metro Rail? 

Chair Stipp said does anyone have questions for Tyler?  Besides me.  All right.  Seeing 
none.  

Tyler, I've got a couple of quick ones.  On the regional services, the contract services is 
that 45% and it talks about annual maintenance and support and hosting fees.  Are we -
- is this one of those we pay for it early and it smooths out for the rest of the year? 

Mr. Olson said yes, sir.  I try to catch up.  You're on the handout now right? 

Chair Stipp said probably, yeah. 

Mr. Olson said okay. 

Chair Stipp said yes, I am.  Sorry.  Page 9. 

Mr. Olson said okay.  Thank you, sir.  Yeah.  I should mention.  We do have a handout 
with supplemental detail and the explanation of variances.  So yeah, that's exactly right.  
That's one of those seasonal, you know, costs that we have to pay at the beginning of 
the year so support and hosting fees, in this case, for our customer service software.  
Those are on a fiscal year basis so you see that timing hit at the beginning of the year 
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which, you know, at this point in time, it appears that we might be overrunning, but, you 
know, as we get through the year, you'll see that number stay within budget through the 
end of the year. 

Chair Stipp said okay.  Page 10, we have I think the same thing.  It looks like a one-time 
payment for annual memberships like that should be the same? 

Mr. Olson said yes, that's correct.  Yes.  Those are regional memberships that we share 
on behalf of the member cities for the region for APTA, ASTA, public transit 
associations that provide opportunity for, you know, continuing education and transit 
events. 

Chair Stipp said okay.  So and the reason that those two become, obviously, based on 
percentage, but also the category in which they're in, contractual services and other are 
very common categories for us to have this appearance of quote, unquote, overrun.  So 
I think it's really important for us, especially as AFS in a public meeting to really hit 
these, you know, kind of quick hit on these.   

Page 12, contractual services for the regional fleet is 209% over budget and it talks 
about unplanned expenses, but we did have those planned so I'm not understanding the 
explanation.  I understand what we're doing and that those were being funded from 
CARES money was the way we were portraying it last year so how is this unplanned?   
And how are we over 200%? 

Mr. Olson said so I probably could have explained that a little bit better.  The barrier 
installation itself was unplanned.  You know, at the time of the pandemic, we obviously 
didn't know this was going to happen and we reacted to protect our operators.  We did 
assume that those barriers in our budget for -- I'm sorry, FY21.  Sorry, I'm in about three 
years right now.  For FY21, we did assume that that program would be completed, but 
as you know with some of the challenges, we've had in getting materials delivered on 
time, developing that budget nine months ahead of time, you know, sometimes these 
types of things happen, but I can assure you that we will be within budget for the year 
on the capital side.  We will hold costs if we need to to ensure that we are within the 
annual appropriated budget. 

Chair Stipp said great.  Thanks.  And final bus question, is page 13 which is 
maintenance facilities equipment, we're 169% over on that and there is no footnote.  
The dollar amount is relatively small, but I think the percentage requires an explanation. 
Mr. Olson said okay. I'm happy to dig into that, Chair. 

Chair Stipp said okay. 
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Mr. Olson said we try to identify kind of, you know, a threshold for variances.  This 
doesn't fall within the 3% and $50,000 over, but I'm happy to research that and get you 
an answer on that. 

Chair Stipp said yeah.  I think when we're, you know, 169% over budget, we probably 
deserve an explanation regardless of the dollar amount.  That's, you know, public 
monies, that kind of thing so.  Thanks for entertaining my questions.  I'll let you go onto 
Rail. 

Mr. Olson said okay.  All right.  So moving on to Valley Metro Rail.  Similar trends here, 
you know, obviously, pretty light on expenses and revenues thus far.  Total sources for 
Valley Metro Rail are 4% through Quarter 1.  I want to point out the negative revenue in 
the other category.  This is purely a billing error that was created with the transition from 
the legacy system to the new system.  I can assure you that our accounting team is on 
it.  We're working to correct that and it will be corrected in next month's report. 
Moving on to capital.  Very similar error we have here.  It appears that there's no budget 
for that other category.  This is the same, exact billing error so it's just duplicated on 
both operating and capital so we will take care of that for Q2.  1% spent through Q1 or 
sources, sorry. 

All right.  Moving on to uses of funds.  Total operating budget is coming in at 16% 
through the first quarter. I will go into more detail on the slides coming up.  So light rail 
O&M we're at 19%, that's operations and maintenance without security.  Note that the 
insurance has zero actuals.  The insurance premium will be paid on December of this 
year.  We will amortize that across the year so there will be actuals in there for second 
quarter.  Light rail security is coming in at 22%. 

Moving on to future project development.  Not a whole lot of activity yet, we're at 7%, 
but we do anticipate that catching up as we move through the year as with most of 
these projects.  Agency operating coming in at 18%. 

And then moving on to our capital program.  We're at 9% through Q1.  You can see that 
Tempe Streetcar work was significant in the first quarter coming in at 28%, however, we 
expect that work to slow down as we move through the year, especially approaching our 
revenue start date in early spring so that will be within plan for the year.   

And that concludes my update.  I'd be happy to answer any other questions on Valley 
Metro Rail or otherwise. 

Chair Stipp said anybody have rail questions?  
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Tyler, I've got two from the worksheet.  Page 7 on the capital side which is the Tempe 
Streetcar project.  I realize it's again a small dollar amount at $1,000, but we're 200% 
over on travel and meetings with no footnote.  If we can just get a follow-up on that. 
Mr. Olson said yeah. We can absolutely do that.  Any travel associated with streetcar is 
likely due to Brookville, but I will confirm what that is.  That's the vendor building the 
vehicles. 

Chair Stipp said yeah, yeah.  So and then the other one is the OMC Expansion and it's 
the other category which is at 400%.  That's page 9. 

Mr. Olson said right.  Yes.  I can look into that – 

Chair Stipp said yeah. 

Mr. Olson said -- see what that is.  We're still within 6% , you know, within budget 
overall, but happy to look into what's driving that. 

Chair Stipp said right.  And, you know, I think when we start talking about looking at cost 
reductions and how do we move forward and how do we keep this sustainable going 
into the future, we -- it is concerning when we rely on, well, we're still within the budget.  
Well, if we're not building the budget correctly then, perhaps, we need to get it built right.  
I'm not saying that that's the case, but I get a little nervous about the answer that well, 
we're still within budget when we're going to be having discussions about what does 
percentage of operational decrease look like going forward.  You know, we should be 
looking at of those dollars, so I appreciate the background explanation on those going 
forward. 

Any other questions on the first quarter budget variance report? 

Councilmember Pastor said may I ask one question? 

Chair Stipp said yes, ma'am. 

Councilmember Pastor said what's OMC?  

Mr. Olson said that's the Operations and Maintenance Center.  That's where all of our 
light rail vehicles are maintained, cleaned and -- as well as houses all our maintenance 
staff and their administration. 

Councilmember Pastor said okay.  Thanks.  I just didn't know the acronym. 

Chair Stipp said great.  All right.  So seeing no other questions for Tyler under item 
number 5, we'll move to item number 6. 
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6.   Intergovernmental Agreements, Contract Change Orders, Amendments and 
  Awards  

Chair Stipp said this is presented for information.  Does anybody have questions 
regarding the items that were presented A-F?  Okay.  I have two. 

One is the one that I asked earlier which is about the facilities maintenance.  It's a 17% 
increase and a contract change for a contract that was just awarded in 2019 and we're 
already looking for a contract extension or an increase in that.  And the report that we 
had said -- it talks about unknowns.  Well, we're not that far into it so I'm -- I'd be curious 
to know when we get to the Board meeting why?  Why this is unknown?  And why we're 
at where we're at?  I don't need it today, but I think going into the Board meeting, we 
should have that answer unless somebody really wants to do it today. 

And then the second question is regarding the advertising program.  When that is 
presented to the Board because that's a Board level decision, I would really like to see 
all of the options that were considered not just the one that is presented.  That should 
be part of that presentation going forward and I'd like to have that as part of the Board 
packet as we go forward.   

Those are the only questions I had about those items. 

Mr. Smith said Councilmember Stipp, this is Scott.  When you say all of the options that 
were considered on what part of the program?  The actually advertising that -- well, just 
what part of the program, specifically?  There is about two or three different parts. 

Chair Stipp said yeah. I think, you know, when we look at that we're limiting the size 
based on the presentation that is in the packet, the size of the parts of the bus or rail 
that can be advertised on and then what were the cost options?  We've seen a number 
of those over the last, I'm going to say year, I don't know how long it's been that we've 
been talking about it everywhere from the $600,000 to, you know, $1.5 million.  So what 
-- how did we come to the $600,000?  Where are we at?  If we put more on a bus or 
less on a bus, obviously, that dictates how much revenue you're going to receive.  I 
think it's important that we understand everything that's been looked at as we get ready 
to embark on this conversation. 

Mr. Smith said okay.  And I'll leave it up to Hillary to get into some of those details, but I 
will just say very quickly that the percentage amount is a contractual amount in the 
original contract with OUTFRONT that was approved by the Board and it's consistent 
with what we pay on -- in that overall contract that we pay on light rail.  And the estimate 
actually came from OUTFRONT on the revenue.  So we will talk about the different 
levels of advertising that we could do, those are the options that I will have Hillary 
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include in that, but just so you know, the revenue -- the percentage amount and the 
revenue amount are based on the -- an existing contract that we have. 

Chair Stipp said no, yeah.  I appreciate that clarity.  It was very clear in there that the 
65% that we share with them is -- that's contractual.  I'm not debating that one bit. 

Mr. Smith said okay. 

Chair Stipp said I'm just talking about the dollar amounts that are available to us as an 
agency regarding that advertising. 

Mr. Smith said okay. 

Chair Stipp said that's all. 

Mr. Smith said I'll make sure Hillary gets that and includes that analysis in her 
presentation. 

Chair Stipp said okay.  I think Councilmember Pastor had a question. 

Councilmember Pastor said I did on -- let's see. 6E. What I would like to see in the 
packet or in the Board reports is the breakdown of how it got spent and I know that's 
detailed, but then we can see the pattern of where it's -- where the cost is coming from.  
In that sense as to why we need to change the contract order because we're not really 
sure -- I can't tell you what -- why we're doing it.  I mean, so you can -- I think it's 
valuable to have this information for us.  Or at least, that's how I make certain decisions 
as to understanding the story or why we got to where we got to. 

And then the advertising piece because I'm new to this and I asked 21 questions to my 
staff about it.  That would be great on behalf -- I think for all of us to understand how did 
this recommendation come about and what was the process in making this 
recommendation?  Or what are the different options?  And we can have a dialog and 
discussion. 

Mr. Smith said and Councilmember Pastor, Scott, again.  You may want to -- this began 
literally, I believe, last April and a lot of the recommendations were based upon 
conversations during a Board meeting and observations during the Board meeting and 
guidance given by the Board in that April meeting.  So if you would like, you can -- we'll 
provide you with the information on the conversations that took place last April and the 
directions that were given. 
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Councilmember Pastor said I'm fine with that.  I'm just now catching up to the 
conversation today and wanting to look at the options that -- why this 
recommendation came about, I guess, is what I'm saying. 

Mr. Smith said right.  I understand that I was just -- I understand -- I recognize that you 
weren't part of that conversation in April just trying to give you some background that it 
did -- as to how it appeared.  It didn't come out of the blue, but -- but we also will include 
some more detail in the presentation related on how we use those directions given last 
April to come up with the plan that we've got.  Now, you're going to be part of what 
Councilmember Stipp asked for as far as the discussion on the different options. 

Chair Stipp said great.  Any other questions?  All right.  Seeing none on item 6. 

7.   Future Agenda Items  
 
Chair Stipp said we have the two that currently sit which is:  The Transit Lifecycle 
Program update which you obviously can't do until you get the ADOT numbers so we 
have fall and winter so I still think we've got a few months of grace left on that one, And 
the fare recovery update, we won't -- I don't think we're really going to see that until the 
spring at the earliest.   

Are there any other items that the Board would like to have on a future agenda? 

The only one that I think came up today is the conversation from Mr. Crowley regarding 
the information I think we owe him and the Board probably some detailed answers to his 
questions and I really -- you know, Mr. Crowley has not been a regular participant in the 
AFS meeting and there are -- but he has been recently and I think his questions really 
merit answers -- formal answers from Valley Metro and I think this Board deserves an 
answer to some of those questions whether they are right, wrong or indifferent.  We 
should probably have them provided so I would like to see that given to us by the next 
AFS meeting if everyone is okay with that. 

Mr. Smith said and Councilmember Stipp, I want to make sure that you recognize that 
we are working on those.  A lot of the issues that Mr. Crowley brings up go back to the 
origins and many years ago and reports and so we are diligently working through our 
records and also going through MAG's records to make sure we get all the background 
and so we can adequately answer a lot of those questions.  And that's -- since they're 
records that have been put away into deep files in many cases, it's taking us a little bit 
longer to recreate that data to make sure that we have all the information that can 
answer his questions from back in 2000, I believe 6 and even before as it relates to 
Prop 400. 
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Chair Stipp said sure.  And, you know, some of those things, we may not be able to 
extract, but there are some current issues that he's raising that I think we should have 
faster answers to, the light rail/bus discussion, the Tempe Streetcar, you know, those 
kinds of things we should be able to provide answers relatively quick.  And I'd like to get 
those publicly answered for him and then privately answered for us that we can kind of 
put a bow on that and keep moving forward so anything you guys can do to expedite it, I 
would appreciate it. 

Mr. Smith said and we will do that and have those answers to be presented next 
meeting and we'll get those.  Jim, you have something for them? 

Mr. Hillyard said yeah.  Mr. Smith, Chair Stipp, we are on track to present to the Board -- 
okay.  I'm sorry.  Forgive the conferring.  Tyler is planning on making that presentation to 
the November Board meeting speaking to sort of the larger impact on Prop 206, the  
Great Recession, the super grid issues that Mr. Crowley has raised.  So just to reiterate, 
Mr. Smith's comments last meeting, with respect to the use of RPTA funds -- I'm sorry.  
The use of PTF funds for rail operations as Mr. Smith mentioned, we're prohibited from 
doing that and we don't. 

Chair Stipp said right.  I -- yeah.  I think we're good there, but some of the questions just 
become repetitive and I'd like to just finally tie it all up and go from there so. 

Mr. Hillyard said we'll be making that presentation next month.  Or I'm sorry.  In the 
November Board meeting. 

Chair Stipp said that's awesome.  Anybody else have anything else?   

Ms. Dillon said Councilmember Pastor looks like she has something to say. 

Chair Stipp said go right ahead. 

Councilmember Pastor said sorry.  I just wanted to make a recommendation if it's 
possible that the slides that we end up seeing today are in our packet or our binder so 
that then I'm just prepared to ask questions possibly on what is on the slide.  It's hard for 
me to keep up when the slide goes away, and I have a question and then I'm just 
coming back so if that could be part of our binder. 

Ms. Dillon said Councilmember Pastor, we will make every effort to get the slideshows 
into the packet.  The only slides that are not available until the day of the meeting are 
the CFO, the Chief Financial Officer's report, because it's very similar to the CEO report 
that Scott provides.  They are prepared up until almost the start of the meeting, so they 
are day of slides.  We do make them available after the meeting, but we try to put all the 
other slideshows in the packet prior to delivery. 
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Chair Stipp said okay.  I think we're there.  Councilmember Pastor, if we -- if there's 
other things, we can do to try to support you as you -- I'm not going to say just walk into 
this, but you have been dropped into the deep end -- let anyone of us know.  We will be 
more than happy to help keep you afloat until you can get your legs underneath you on 
this. 

8.  Next Meeting  

The next meeting of the Audit and Finance Subcommittee is scheduled for December 2, 
2021, at 12:00 p.m.   

The meeting was adjourned at 1:15 pm.  
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Executive Summary Report Area Risk
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• Internal Audit has four recommendations to enhance contract management and associated 
documentation practices that would reduce risk and strengthen controls.
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Executive Summary Findings Risk Rating

3

The four recommendations 
came from two medium-risk 
findings (F1 & F2) and two 
low-risk findings (F3 & F4).

Findings, Recommendations, and 
Management Responses
Finding 1 – The procurement manual does not reflect all the 
current procurement practices for professional services 
contracts.

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.

Valley Metro concurs with these recommendations
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Findings, Recommendations, and 
Management Responses
Finding 2 – Valley Metro's contract performance monitoring 
processes were generally effective, but enhancements can 
be made.

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.

Valley Metro concurs with these recommendations

Findings, Recommendations, and 
Management Responses
Finding 3: Valley Metro has inconsistent processes regarding 
preapproval of prime contractor and subcontractor travel.

Internal Audit recommends Valley Metro document its preapproval of subcontractor travel 
expenses and consider using consistent preapproval processes for all travel, such as 
requiring the subcontractors to complete and submit the same travel request forms used by 
the prime contractors prior to Valley Metro’s review and approval.

Valley Metro concurs with these recommendations
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Findings, Recommendations, and 
Management Responses
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.

Internal Audit recommends that Valley Metro:

(1) update 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.

Valley Metro concurs with these recommendations
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To:   Councilmember Bill Stipp, Chair, Goodyear 
Councilmember Laura Pastor, Phoenix 
Councilmember Francisco Heredia, Mesa 
Councilmember Robin Arredondo‐Savage, Tempe 
Councilmember Lauren Tolmachoff, Glendale 

Internal Audit has completed an audit of the contract management process of the Planning and 
Community Relations Support Services contract (PCRSS). The review was to assess whether 
established internal controls were working appropriately and allowed Valley Metro staff to 
adequately monitor contract activities. Auditors also assessed compliance with federal 
requirements for outreach to Disadvantaged Business Enterprises (DBE). 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 findings and recommendations, and an 
Appendix with Management’s response matrix. 

Based on Internal Audit’s review, this report contains four findings and associated 
recommendations to enhance contract management and associated documentation practices that 
would reduce risk and strengthen 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. 

Sebrina Beckstrom, CIG, CFE, CIGA 
Chief Auditor 
November 17, 2021 

Performed by: 
Larry Kondrat CIGA, and Jennifer Davis, CIA 
Senior Internal Auditors 

Distribution 
Scott Smith, Chief Executive Officer 
Alexis Tameron Kinsey, Chief of Staff 

Jim Hillyard, Chief Administrative Officer & 
Acting Chief Financial Officer 

Henry Ikwut‐Ukwa, Director of Capital Development 
Hillary Foose, Director of Communications and Strategic Initiatives 

Patty Clark, Chief Procurement Officer 
Michael Minnaugh, General Counsel 
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Contract Management – PCRSS Report No. 22‐02 

Executive Summary 
A series of Contract Management – Professional Services audits were included in the 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 and performance monitoring internal 
controls were effective, efficient, and provided adequate monitoring of contract activities. This 
Planning and Community Relations Support Services (PCRSS)1 audit is the first 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 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 generally established 
controls to monitor contract compliance with the PCRSS contract and applicable regulations, but 
some enhancements should be made to 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 four findings and 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 through F4), 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. 

1 Contract 16021‐PCRS was awarded to HDR Engineering Inc. 
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Figure 3. Finding Heat Map 

Findings Summary: 

Medium  

Medium  

Low  

Low  

Finding 1 – The procurement manual does not reflect all the current procurement 
practices for professional services contracts. (see page 8) The Valley Metro Internal 
Procurement Manual (manual) provides guidance on the required processes and 
documentation for contract change orders and task orders. However, based on the 
change orders reviewed, the manual does not reflect current practices and does not 
have associated standard operating procedures for professional service contracts. 
Valley Metro should develop standard operating procedures to specify contract 
practices for the various types of contracts. 

Finding 2 – Valley Metro's contract performance monitoring processes were 
generally effective, but enhancements can be made. (see pages 9‐10) Valley Metro 
has generally effective contract performance monitoring processes in place to 
ensure contractor compliance with requirements, but enhancements can be made. 
Specifically, Valley Metro should enhance their monitoring processes, to include 
criteria for which types of contracts require milestones or benchmarks in the Valley 
Metro Internal Procurement Manual and include language in the task orders that 
establish defined benchmarks, if applicable. 

Finding 3 – Valley Metro has inconsistent processes regarding preapproval of 
prime contractor and subcontractor travel. (see page 11) Valley Metro has 
effective processes for preapproving the prime contractor’s travel and for reviewing 
submitted travel expenses by both the prime contractor and subcontractors. 
However, Valley Metro should document its preapproval of subcontractor travel 
expenses and consider using consistent preapproval processes for all travel. 

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. (see page 12) Valley Metro maintains contract 
documents in various locations. Centralizing the location of documents reduces the 
risk of misplacing required documentation and expedites the recovery of records 
for review. The Valley Metro Internal Procurement Manual should be updated to 
reflect a process to maintain documents in a central location. 
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Introduction and Background 
Audit Plan 
A series of Contract Management – Professional Services audits were included in the FY22 audit 
plan approved by the Audit and Finance Subcommittee (AFS) on June 3, 2021. This Planning and 
Community Relations Support Services (PCRSS) audit is the first audit conducted in the series. 

Objective & Scope 
The objective of the audit was to review how Valley Metro defined and managed annual contract 
service needs and determine whether Valley Metro established internal controls (to include 
policies and procedures) for financial and performance monitoring of the professional service 
contracts. 

The audit focused on Valley Metro’s internal contract monitoring procedures with the PCRSS 
contract No. 16021‐PCRS.2 The audit reviewed task orders and change orders over the life of the 
initial contract and the one‐year extension. 

Additionally, we reviewed Valley Metro’s contract monitoring activities during the past two fiscal 
years (7/01/2019‐6/30/2021). Activities before or after this timeframe, that assisted with the audit 
objective, were included within the review. 

Methodology 
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: 

 VMR Procurement Policy and Procedures Manual (v. 4/2011) 
 Joint Internal Procurement Manuals (v. 6/25/18) & (v. 5/08/19) 
 Procedure ID: CD‐02‐04 ‐ Capital Development Invoice Approval Process (v. 4/2021) 
 Contract No. 16021‐PCRS Planning and Community Relations Support Services (effective 

7/1/2016), to include all task orders and change orders 
 49 CFR Part 26 Participation By Disadvantaged Business Enterprises In Department Of 

Transportation Financial Assistance Programs 

To meet the audit objectives, Internal Audit interviewed applicable staff and reviewed monitoring 
processes. Internal Audit compared general ledger postings to supporting pay application 
documentation and reviewed the DBE reporting information. Internal Audit reported material 
exceptions allowing management to improve controls surrounding the monitoring and payment 
processes. Internal Audit focused on the following areas: 

 Task Orders 
 Change Orders 
 Contract monitoring processes 
 Disadvantaged Business Enterprises (DBE) requirements 
 Contractor payments 

2 Contract 16021‐PCRS was awarded to HDR Engineering Inc. 
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Industry practices 
Auditors conducted research and determined that it appears to be a standard transit industry 
practice to utilize professional services contracts to obtain services such as electrical, design and 
construction, architectural, sustainability, project management, engineering, and other 
miscellaneous support services.3 

Contract history 
Valley Metro uses professional services contracts, with annual comprehensive task orders, to 
employ consultants to support the agency’s planning efforts. In November 2011, the METRO Board 
of Directors (Board) authorized the Chief Executive Officer (CEO) to execute a Planning Support 
Services (PSS) contract to support Valley Metro Planning and Development staff for an amount not 
to exceed $10 million for an initial contract period for three years and two potential one‐year 
extensions. 

In late 2015, it was decided to combine the Planning Support Services and the Public Involvement 
Consultant Services4, and a Request for Qualifications (RFQ) was issued in January 2016. This 
combined contract was planned to streamline contract management efforts and better coordinate 
planning and public involvement efforts. In June 2016, the Board authorized the Interim CEO to 
execute a five‐year contract, with three, one‐year extension options, for PCRSS with the five‐year 
base cost not to exceed (NTE) $35 million. In November 2020, the Board approved a one‐year 
extension to June 30, 2022, and additional contract authorization NTE $9 million. After the Board’s 
NTE authorizations were obtained, Valley Metro expended the funds based on the annual levels of 
activity on the comprehensive task order established with the contractor. 

The PSS and PCRSS contracts provided consultant staff who served as an extension of Valley Metro 
staff. The consultant team was also utilized to bring in part‐time specialized expertise, as needed. 
Valley Metro has had access to a broad range of professionals in the disciplines of transportation 
planning, urban design, civil and structural engineering, environmental analysis, graphic design, 
geology, economics, finance, land surveying, communications, community relations, and others. 

Consultant staff worked with Valley Metro staff to conduct transit corridor and facility studies, 
including alternatives analyses, environmental studies, conceptual and preliminary design, and 
federal grant application support in support of Valley Metro and member cities. In addition, these 
contracts supported RPTA transit projects/studies such as feasibility studies, system planning, 
service planning, research, and surveys. 

Contractor payments 
Internal Audit reviewed the payments posted in the general ledger for Contract 16021‐PCRSS and 
compared them to the supporting documents provided with the pay applications. See Table 1 
below for FY20 and FY21 payments by entity. 

Table 1: Contract 16021‐PCRSS 
Entity FY20 FY21 Totals 
RPTA $ 266,171 $ 241,190 $ 507,360 
VMR $ 5,888,637 $ 7,734,633 $ 13,623,270 

FY20 and FY21 Totals $ 6,154,807 $ 7,975,823 $ 14,130,630 

3 Auditors reviewed documentation from the following agencies: 
DART (Dallas), Houston Metro, Sound Transit (Seattle), UTA (Salt Lake City), and TriMet (Portland) 
4 Public Involvement Consultant Services was renamed Community Relations Support Services in 2016 
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Change orders 
Valley Metro executed six change orders to the 16021‐PCRSS Contract from April 2017 through 
November 2020. Five change orders did not seek to increase the contract length or exhaust the 
Board‐approved contract authority. Therefore, these administrative change orders were executed 
in adherence to the established processes and were not required to go before the Board for 
approval. The sixth change order was brought before the Board in November 2020. This change 
order requested to extend the contract length to June 30, 2022 and increase the contracting 
authority by $9 million (to cover projected additional FY21 costs and anticipated FY22 costs). The 
Board approved this contract change order on November 19, 2020.5 

Task orders 
Comprehensive annual task order 
Annually, Valley Metro prepares a comprehensive task order for the fiscal year's planning support 
and community relations support activities. The task order identifies the main tasks that are 
budgeted for the fiscal year. See Exhibit 1 at the end of the report for a listing of the main tasks 
assigned throughout the contract. 

Furthermore, a work authorization document, identifying the scope of services, is completed for 
each main task. Every two weeks Valley Metro staff meet with the contractor to review the 
progress of project tasks. Mid‐year, the tasks are evaluated, and budgets adjusted as deemed 
necessary. See Figure 4 below for a flow chart of the task order process. 

Figure 4: Contract 16021 – PCRSS Task Order Series 1 

Other task order series 
Different from the annual comprehensive task order, the Task Order Series 2, 3, and 4 contained 
the scope of services, schedule, and budget for the annual work assigned all within the signed task 
order documentation. 

 Task Order Series 2 was used from FY17 through FY21 where one sub‐contractor 
performed annual public relations activities for the agency. 

 Task Order Series 3 was used early in FY19 where two sub‐contractors performed 
community relations support and videos for SCE6 2 lanes versus 4 lanes discussions. 

 Task Order Series 4 was used from FY19 through FY21 where one sub‐contractor 
performed communications management activities for the SCE project. 

5 The FY22 Audit Plan includes the continuous monitoring of Contract Change Orders, scheduled to commence in November 2021. 
6 SCE‐ South Central Extension & Downtown Hub 
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Audit findings and recommendations 
Finding 1 – The procurement manual does not reflect all the current procurement practices for 
professional services contracts. 

The Valley Metro Internal Procurement Manual (manual) provides guidance on the required 
processes and documentation for contract change orders and task orders. However, based on the 
change orders reviewed, the manual does not reflect current practices and does not have 
associated standard operating procedures for professional service contracts. Valley Metro should 
develop standard operating procedures to specify contract practices for the various types of 
contracts. 

For the PCRSS contract, Internal Audit reviewed five administrative change orders and one 
additional change order that sought to extend the contract time and increase the contract 
authority granted by the Board. For the latter, Valley Metro obtained the Board’s review and 
approval in November 2020. 

The manual indicated the minimum documentation required to formalize a change order includes 
a properly executed requisition.7 According to Valley Metro staff, the current practice for the 
professional service contract change orders is to complete a requisition when the budgeted funds 
are allocated to tasks/projects, rather than when the change order is approved. Internal Audit 
verified requisitions were completed for the comprehensive annual task orders once the 
expenditure of funds was determined. The current practice contains effective control activities for 
monitoring financial allocations. However, the manual does not match the current practice. 

There have been multiple updates to manuals, processes, and systems for document requirements 
over the life of this contract. Additionally, ongoing refresher training to address procurement 
requirements and changes to procurement processes have not been implemented. Valley Metro 
does not specify when professional services contract practices may differ from general 
procurement guidelines in the Internal Procurement Manual or standard operating procedures. 

Maintaining current written procedures and providing training on those procedures are essential 
to maintaining consistent and effective internal controls.8 Further, established written procedures 
can help the Valley Metro staff reduce the risk of errors and opportunities for fraud. 

Finding 1 recommendations: 
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. 

7 Valley Metro Internal Procurement Manual Chapter 3 Section 3.17 I Contract Changes 
8 Control Activities, one of the five Internal Control Components, within the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO) Internal Control — Integrated Framework (2013) lists Principle #12 as, “The organization deploys control 
activities through policies that establish what is expected and procedures that put policies into action.” 
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Finding 2 – Valley Metro's contract performance monitoring processes were generally effective, but 
enhancements can be made 

Valley Metro has generally effective contract performance monitoring processes in place to ensure 
contractor compliance with requirements, but enhancements can be made. Specifically, Valley 
Metro should enhance their monitoring processes, to include criteria for which types of contracts 
require milestones or benchmarks in the Valley Metro Internal Procurement Manual and include 
language in the task orders that establish defined benchmarks, if applicable. 

Valley Metro has implemented several activities to monitor the PCRSS contract. Specifically, the 
prime contractor submits monthly progress reports to Valley Metro which outline the completed 
activities for each task. Then, Valley Metro staff review the documents to ensure hours are 
charged to the correct tasks. Additionally, Valley Metro project managers review invoices 
submitted by the prime contractor for each individual project. The project managers ensure that 
the expenses are allowable, reflect the work performance, and are accompanied by receipts when 
needed. If there are any discrepancies or information is needed on the level of work that was 
done, the project managers will note them in the project controls software (Aconex), then route 
their comments to the prime contractor to obtain their response. Valley Metro staff also meet 
with the prime contractor every two weeks to discuss projects that are approaching 75% of the 
budgeted amount of the task order. 

Additional monitoring is done by the Valley Metro DBE Administrator, in conjunction with the City 
of Phoenix to ensure compliance with federal guidelines, when federal terms are applicable. The 
administrator reviews the monthly data submitted by the prime contractor in the City of Phoenix 
DBE Compliance website (B2Gnow). The administrator also holds daily discussions with the City of 
Phoenix to discuss what additional information, if any, is needed from the prime contractor. The 
administrator will reach out to the prime contractor and project manager if payments to the DBE 
subcontractors are reported late. 

In addition, the Valley Metro Internal Procurement Manual states that after the execution of the 
contract, the project managers are required to provide periodic assessments of the quality and 
timeliness of the contractor’s performance.9 They are also required to oversee the contractor’s 
performance throughout the duration of the contract by ensuring performance in accordance with 
specific tasks and milestones.10 Additionally, Task Order No. 1 requires Valley Metro and the prime 
contractor to prepare a defined scope of work, deliverables, and schedule prior to commencement 
of the task for large‐scale assignments (greater than 320 hours).11 There was a section in the task 
order for a schedule; however, it did not contain an actual schedule but rather the following 
wording: “Valley Metro and the Consultant will identify the deliverables in association with the 
assigned tasks. Invoices must reflect a summary of worked performed by project referencing this 
Task Order and must be billed monthly.”12 According to Valley Metro staff, because of the diverse 
nature of the types of tasks worked on, there are no defined milestones that can be assigned to all 
tasks. 

9 Valley Metro Internal Procurement Manual Chapter 3 Section 3.3.C Post‐Award Responsibilities 
10 Ibid. 
11 Task Order No. 01 – Mid Year Amendment Part 1 Statement of Need/Scope of Services 
12 Task Order No. 01 – Mid Year Amendment Part 3 Schedule of Deliverables 
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Identifying key milestones or benchmarks and establishing associated timeframes for completion 
helps ensure projects stay on track and meet intended goals. 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. 

Finding 2 recommendations: 
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. 
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Finding 3 – Valley Metro has inconsistent processes regarding preapproval of prime contractor and 
subcontractor travel 

Valley Metro has effective processes for preapproving the prime contractor’s travel and for 
reviewing submitted travel expenses by both the prime contractor and subcontractors. However, 
Valley Metro should document its preapproval of subcontractor travel expenses and consider 
using consistent preapproval processes for all travel. 

Valley Metro preapproves travel expenses submitted by the prime contractor and has effective 
review processes in place for travel expenses submitted by both the prime contractor and 
subcontractors. The contract requires that all incurred travel expenses be preapproved by Valley 
Metro, however, 10 of the 13 pay applications reviewed by IA that had invoiced travel expenses 
did not display preapproval by Valley Metro of subcontractor travel. 

The prime contractor is required to submit completed travel request forms to Valley Metro prior 
to travel. The project managers review the travel expenses on the forms to ensure they are 
allowable and adhere to the federal GSA per diem rates. Additionally, the prime contractor holds 
discussions with the program coordinator prior to the arrival of additional staff, such as project 
experts. After travel is completed, the planning manager reviews the prime contractor and 
subcontractor travel invoices for appropriateness and ensures that GSA per diem rates were not 
exceeded. However, the preapproval of subcontractors’ travel is not consistently documented by 
Valley Metro. As a result, the time necessary to address unallowable travel costs with the 
subcontractors might slow down the invoice approval process. 

The contract requires that all billable travel and related costs must be preapproved by Valley 
Metro and Valley Metro will not compensate for unauthorized travel and related costs.13 Valley 
Metro preapproves prime contractor travel and has effective controls in place for reviewing all 
submitted travel expenses. To be in compliance with contract requirements, Valley Metro should 
document its preapproval of subcontractor travel expenses and should consider using consistent 
preapproval processes for all travel, such as requiring the subcontractors to complete and submit 
the same travel request forms used by the prime contractors and reviewing them to ensure the 
expenses are allowable. 

Finding 3 recommendations: 
Internal Audit recommends Valley Metro document its preapproval of subcontractor travel 
expenses and consider using consistent preapproval processes for all travel, such as requiring the 
subcontractors to complete and submit the same travel request forms used by the prime 
contractors prior to Valley Metro’s review and approval. 

13 Contract 16021 ‐ PCRS Exhibit C Part 13 
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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 

Valley Metro maintains contract documents in various locations. Centralizing the location of 
documents reduces the risk of misplacing required documentation and expedites the recovery of 
records for review. The Valley Metro Internal Procurement Manual should be updated to reflect a 
process to maintain documents in a central location. 

Internal Audit interviewed Valley Metro staff and had to review contract files from various 
sources14 to locate the supporting documents required for the contract, change orders, and task 
orders. The contract requisition of a task order is the authorizing document used to support the 
expenditure of funds. Excel versions of task order contract requisitions were in the capital 
development files; however, the required signed versions for two of the 24 task orders reviewed 
could not be located. 

There have been multiple updates to the procurement manuals, processes, and systems for 
document retention over the life of this contract.15 Throughout the contract, there has been no 
requirement to review/verify that the completed documents are maintained in a central location. 
Additionally, ongoing refresher training to address procurement requirements and changes to 
procurement processes have not been implemented. 

Maintaining current written procedures is essential to maintaining consistent and effective 
internal controls.16 The Enterprise Resource Planning system (CORE) could improve the retention 
and centralization of documentation, and the implementation of standard operating procedures 
could further ensure contract documentation is complete and retained. Providing refresher 
training on established current written procedures can help the Valley Metro staff reduce the risk 
of errors and opportunities for fraud. 

Further, Valley Metro is reviewed by various external entities (I.e., the Federal Transit 
Administration, the Arizona Department of Transportation, the City of Phoenix, etc.) and should 
have complete records readily available for review. 

Finding 4 recommendations: 
Internal Audit recommends that Valley Metro: 

(1) update 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. 

14 Audit reviewed contract records in CORE, Aconex, Procure Ware, and the shared drives from procurement and capital 
development. 
15 In 2018, the two separate 2011 procurement documents (one for each entity) were combined, and practices updated to create 
the joint procurement manual. Additionally, various systems have been used to retain electronic signatures. 
16 Control Activities, one of the five Internal Control Components, within the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO) Internal Control — Integrated Framework (2013) lists Principle #12 as, “The organization deploys 
control activities through policies that establish what is expected and procedures that put policies into action.” 
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Other Pertinent Information 
During the course of the audit, the Valley Metro Board of Directors expressed concerns about the 
potential for prematurely exhausting the Board approved contract award amount within all 
contracts. As a result, auditors reviewed the budget and payments specifically for the PCRSS 
contract. Auditors did not identify any immediate risk of exhausting the contract award amount 
associated with this contract. Specifically, as of October 21, 2021, the contractor had submitted 
three months of invoices for approximately $1.22M or 17.5 percent of the $6.96M budget 
allocated to this contract for FY22. 
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Exhibit 1: Comprehensive task orders – Task listing 
As indicated in the Task Order section of the report, comprehensive task orders were completed 
each fiscal year and included main tasks with budgeted spending. Below is a listing of the main 
tasks identified in the FY17 and FY21 annual comprehensive task order documents. 

Planning Support Services FY17 Planning Support Services FY21 
Program/Project Management Program/Project Management/Quality 

Planning & Engineering/Travel Forecasting/Conceptual Design/Transit‐
Oriented Development Working Group/Bus Rail Interface 

Planning & Engineering/Travel Forecasting/Transit‐Oriented Development 
Working Group/National Environmental Policy Act Support/ Safe and 
Accessible Connections to LRT Study 

South Central Environmental Assessment/Preliminary Engineering Conceptual Design/Bus Rail Interface 

Tempe Streetcar Environmental Assessment/Preliminary Engineering Fiesta District Alternatives Analysis 

Northeast Corridor Feasibility Study South Central Final Design Support (Planning) 

Northwest Phase II Environmental Assessment/Preliminary Engineering South Central Final Design Support (Archaeology) 

West Glendale Feasibility Study Tempe Streetcar ‐ Final Design/Construction Support 

West Phoenix/Central Glendale Alternative Analysis PM Northwest Extension Phase II Final Design Support 

16th Street Station Study Grant Writing Support 

Operations and Maintenance Center (OMC) Master Plan and Phasing Study Tempe/Mesa Streetcar Extension Study 

American Disabilities Act (ADA) Bus Stop Study Paratransit Planning and Service Delivery Support 

Updated Urban Design Guidelines & Design Manual‐Sustainability Northwest Valley/Sun Cities Transit Study 

System Configuration Phase III Implementation Plans 

Geographic Information Systems (GIS) Support Paratransit Facility Study 

Efficiency Studies/Ops Surveys/Origin & Destination Study/Operations 
Efficiency Study 

Capitol/I‐10 West Planning 

Paratransit Service Delivery Follow‐up Study Arizona Avenue Alternatives Analysis 

Implementation Plans for Member Cities LRT Capital Renewal and Replacement Program 

HASUS Scheduling Support Ridership Growth Plan 

Transit Lifecycle Plan (TLCP) Model Update Support Quality of Life Support 

MAG Corridor & Transit System Planning Support MAG Regional Transportation Plan Support 

50th Street Station Price Road Micro‐Transit Study 

Grand Avenue Transit Study Queen Creek Park‐and‐ride Study 

Peoria Park‐and‐ride Categorical Exclusion North Glendale Park‐and‐ride Study 

Gilbert Road Extension Operations and Maintenance Center (OMC) Air Quality Assessment 
Community Relations (CR) Support Services FY 17 Community Relations (CR) Support Services FY21 

Program/Project Management CR ‐ Program/Project Management 

16th Street Feasibility Study CR ‐ Capital I‐10/West 

South Central CR ‐ South Central 

Capital I‐10/West CR ‐ Fiesta District Alternatives Analysis 

50th Street Station CR ‐ Tempe ‐ Final Design/ Construction Support 

Gilbert Road Extension CR ‐ Northwest Phase II 

RPTA Trip Reduction Program CR ‐ Arizona Avenue Alternatives Analysis 

RPTA Community Relations Support CR ‐ Reduced Fare ID Outreach Support 

West Phoenix/Central Glendale 

Fiesta/Downtown Chandler Transit Corridor Study 

Tempe Streetcar Environmental Assessment/Preliminary Engineering 

Northeast Corridor Feasibility Study 

Northwest Phase II Environmental Assessment/Preliminary Engineering 

Community Relations ‐ Future Projects 
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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 

Exam
p
le 

Internal Audit recommends Valley 
Metro should… 

Medium Concur We have already 
begun implementing 
this recommendation 
by updating our 
policy… 

J. Jones
(602) XXX‐
XXXX

June 2022 

Finding 1 – The procurement manual does not reflect all the current procurement practices for professional services 
contracts. 
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 June 2022 

Finding 2 – Valley Metro's contract performance monitoring processes were generally effective, but enhancements can 
be made. 
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 June 2022 
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No. Internal Audit Recommendation Severity 
of Issue Response Audit Client Response 

Comments 
Responsible 
Person(s) 

Estimated 
Implementation 

Date 
Finding 3 – Valley Metro has inconsistent processes regarding preapproval of prime contractor and subcontractor travel. 
3 Internal Audit recommends Valley 

Metro document its preapproval of 
subcontractor travel expenses and 
consider using consistent preapproval 
processes for all travel, such as 
requiring the subcontractors to 
complete and submit the same travel 
request forms used by the prime 
contractors prior to Valley Metro’s 
review and approval. 

Low Concur Travel requests for 
the preapproval of 
subcontractor travel 
will be handled in a 
manner consistent 
with existing Valley 
Metro travel 
processes. Project 
managers will be 
responsible for 
reviewing and 
approving requests 
for subcontractor 
travel. 

Omar 
Peters, 
Manager of 
Capital 
Planning 

January 2022 

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. 
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 
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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)  

mailto:sbeckstrom@valleymetro.org


11/23/2021

1

Valley Metro
Audit and Finance Subcommittee
Internal Audit Update

December 2021

Update:

2

Fiscal Year 21/22 Audit Plan
Process Status
Mobility Center Cash Collection (FY21 carry-over) Completed
Contract Mgmt. – Rail Transportation Services Report in January 2022
Contract Mgmt. – Professional Services Contract (PCRSS) Completed
Contract Change Orders (Continuous) Fieldwork started in November
Travel Reimbursement (Continuous) Planning in-progress
Federal Grant Compliance (Multiple Areas) Coordinating with CoP
IT Identity and Access Control Tentative to begin 3

rd
– 4

th
Qtr.

Credit Card Transactions Tentative to begin 3
rd

– 4
th

Qtr.
Special Projects Status

Federal Government Consulting Services (FGCS) Contract Fieldwork started in November
IT Risk Management On-going
Safety and Security Audits – ADOT 2021 ISSA Reviews On-going
External Audits:

FTA’s FY22 review of City of Phoenix (CoP) –
FTA-funded procurements. 

Initial VM documents to 
CoP by 12/06/21

City of Phoenix – Vanpool Program. Completed
ADOT – 2019 3-year Rail Safety Audit. Submitted 1 CAP for Closure –

2 Open CAPs closing June ‘22

1

2



Schedule of Prior Audits Findings and Recommendations

December 2021

Report No. Phx‐ 1210056        Dated: 09/10/2021 Finding Status:
Pending 

review

No.
Phoenix City Auditor Department 

Finding Details
PTD Response Comments

Responsible 

Person(s)
Target Date

2.2 For the 8 disposals due to accidents we found 

the following:

*VM sent memos to PTD to approve the 

disposal for seven of the eight vans. One van 

was over four years old, so FTA approval was 

not required. We also verified that the repair 

estimates were conducted by external entities. 

* PTD could not locate five of the seven letters 

they sent to the FTA for approval, or five of the 

seven letters that showed FTA concurred with 

the disposal requests. 

* We reviewed the RPTA Asset Disposal 

documents and found that proceeds for 

the vans sold through Sierra Auction, or from 

insurance payouts, were submitted 

to VM. 

VM disposed of vehicles without notification 

from PTD of the FTA’s approval.

Public Transit will require Valley Metro to develop a 

process to ensure that vans are not disposed of until 

proper authorization from the FTA is obtained. 

Public Transit 

Department

November 1,

2021

City of Phoenix ‐ Public Transit Department (PTD) Contract Audit ‐ 

Valley Metro Vanpool

Section 2 – Vehicle Disposal and Maintenance 

Update 11/24/21: 

Phoenix City Auditor Department has not submitted any questions or sought changes to the submitted procedures.

On 10/20/21, Valley Metro submitted to the City of Phoenix PTD, the Early Disposal Procedures ‐ Vanpool Program  (approved 10/20/2021). Valley Metro's 

Internal Auditor verified these procedures include a process to obtain FTA's authorization prior to vehicle disposal (Section 2). 

Closure of this recommendation is at the discretion of the Phoenix City Auditor Department and is pending their review. 

Phoenix City Auditor 

Department  

Public Transit 

Department – Require 

Valley Metro to 

develop a process to 

ensure that vans are 

not disposed of until 

proper authorization 

from the FTA is 

obtained. 



Schedule of Prior Audits Findings and Recommendations

December 2021

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

No. Internal Audit Recommendation
Severity of 

Issue
Response Audit Client Response Comments

Responsible 

Person(s)

Actual &

Estimated 

Implementation 

Date

Finding

1(1)

Concur

Mobility Center staff will continue to conduct 

transactions and record accordingly and with 

improvements noted in Item #3. Staff will also coordinate 

with Finance on procedures for delivering the funds to 

Finance for their reconciliation process.

Alex Potter

and Steve

Henry

December 31,

2021

Finding

1(2)

Concur

Finance Division Management will coordinate with 

Mobility Center Management to establish procedures to 

safeguard the physical transfer and receipt of cash. 

Finance Division staff will deposit the funds and perform 

the monthly bank reconciliation.

Liz Rozzell,

Controller

Email:

erozzell@vall

eymetro.org.

Phone: 602‐

495‐8239

December 31,

2021

Mobility Center Cash Collections Audit

Finding 1‐ The Mobility Center does not have established written processes/procedures that contain segregation of duties

1  To promote segregation of duties, Internal 

Audit recommends the Valley Metro Mobility 

Center and Finance Division management 

teams work together to establish improved 

written processes and procedures that 

designate segregation of duties between:

(1) The Mobility Center front office team 

performing sales transactions and accepting 

the funds and the management team 

reconciling the sales to the assets, and

(2) The Finance Division management team, 

who should accept the proceeds from the 

Mobility Center, deposit the funds with the 

bank, and then perform the monthly bank 

reconciliations to the sales reports provided by 

the Mobility Center.

Medium

Update 11/24/21: 

IA will follow‐up with Management as the implementation date approaches and report to the AFS the status.



Schedule of Prior Audits Findings and Recommendations

December 2021

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

No. Internal Audit Recommendation
Severity of 

Issue
Response Audit Client Response Comments

Responsible 

Person(s)

Actual &

Estimated 

Implementation 

Date

2 Internal Audit recommends the Valley Metro 

Mobility Center management team establish 

written processes and procedures to record 

and reconcile the assets under the team's 

control. 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.

Alex Potter and 

Steve Henry and

new to be hired 

Admin. Assistant.

December 31,

2021

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

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

Mobility Center Cash Collections Audit

Update 11/24/21: 

IA will follow‐up with Management as the implementation date approaches and report to the AFS the status.

Mobility Center Cash Collections Audit

Finding 2 ‐ Efforts to secure assets were noted, but written processes for the safeguarding of assets should be defined

Update 11/24/21: 

IA will follow‐up with Management as the implementation date approaches and report to the AFS the status.

Finding 3 ‐ Mobility Center has implemented some controls over cash collections, but enhancements should be made
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Information Summary 
AGENDA ITEM 6 DATE     

November 23, 2021 
 
SUBJECT 
Contract Authority Monitorying and Reporting 

PURPOSE 
To share the Valley Metro administrative policy changes intended to ensure timely 
reporting of contract utilization changes with the potential to exhaust a contract’s 
expediture authority. 

RECOMMENDATION 
This item is for information. 

BACKGROUND | DISCUSSION | CONSIDERATION 
During the October 2021 Board Meeting, the Board directed the Valley Metro staff to 
establish a policy to ensure the timely notification to the board when changes in contract 
utilization resulted in the potential for a contract to exhaust is Board approved 
expenditure authority. 

All Valley Metro contract awards are approved by the Boards of Directors.  As part of 
this approval, the Boards set both the duration of the contract, referred to as the 
contact’s “term,” and the level of spending using the contract, referred to as the 
contract’s “expenditure authority.”  Valley Metro contracts typically have a term of five 
years but can extend for ten or more years.  Over these multi-year terms, it is not 
uncommon for changes in circumstances to result in changes in contract utilization that 
could cause the contact to exhaust its expenditure authority before the end of its term.  
As current Valley Metro policy limits total expenditures for any contract to the contract’s 
expenditure authority, in these circumstances, the staff must either seek Board approval 
for an increase in a contract’s expenditure authority or stop using the contact once the 
approved expenditure authority is reached. 

Valley Metro’s current mechanism for making the Board aware that a change in contract 
utilization requires an adjustment in expenditure authority is to submit a board memo 
requesting an authority increase.  In some cases, however, it may be unclear of months 
or years whether a change will be lasting, and require an authority increase, or off-set 
by future decreases (e.g. fuel prices or ridership changes).  In other cases, while it may 
be clear an authority increase will be needed, time may be needed to analyze the level 
of authority that should be requested for the remainder of the contact’s term.   



 
 

2 
 

The attached management policy is intended to ensure the Board is made aware of any 
changes in contract utilization that could result in a contract exhausting its authority 
even if the long-term impact is unclear or more time is needed to develop an authority 
increase request.  It does so in three steps: 

1. Monitoring -- Valley Metro’s Chief Procurement Officer (CPO) is charged with 
coordinating the monitoring of contract utilization and collaborating with each 
contact’s administrator to assess the long-term impact of any changes.  Based 
on this assessment, contacts will be classified as: 

a. Likely to exhaust its contract authority 
b. At-risk to exhaust its contract authority 
c. Not at-risk to exhaust its contract authority 

2. Reporting to the Board -- A section will be added to Valley Metro’s quarterly report 
to the Board highlighting all contracts identified as “likely” or “at-risk” to exhaust its 
authority.  This section will: 

a. Identify each contract “likely” or “at-risk” 
b. The date the contract was identified  
c. Briefly summarize the reason the assessment of the contract found it “likely” 

or “at-risk” to exhaust its contract authority: 
i. If “likely” – the report will include the target date that a contract 

authority modification will be brought to the Board 
ii. If “at-risk” – the contract will remain on the report until utilization data 

validates the contract is not at-risk to exhaust its authority 

3. Resolution – Contract likely to exhaust their contact authority will be brought to the 
Board as soon as practicable. 

COST AND BUDGET 
There is no cost. 

COMMITTEE PROCESS 
AFS: December 2, 2021 for information 
Board: January 20, 2022 for information 

CONTACT  
Jim Hillyard 
Acting Chief Financial Officer 
jhillyard@valleymetro.org

ATTACHMENT 
Draft Management Policy: Contract Authority Monitoring and Reporting 

mailto:jhillyard@valleymetro.org
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CONTRACT AUTHORITY MONITORING & REPORTING 
Policy I.D.: ###-##.## Responsible Division:  

Finance 
Effective Date:  Responsible Division Head/Executive: 
TBD Patty Clark, Chief Procurement Officer 

I. REASON FOR POLICY 

Valley Metro must connect communities and enhance lives by reacting swiftly to changes in a 
dynamic environment, recognize when changes will require action by the Board of Directors, and 
provide the Board timely notification of those changes. 

II. DEFINITIONS 

Contact Administrator  
The Valley Metro employee assigned to monitor the contract for compliance, enforcing contract 
provisions, overseeing the utilization of the contract and the performance of the contractor from 
contract award through close out of the contract. 

Contract Authority  
The contract term and value authorized and approved by action of the RPTA or VMR Board of 
Directors for contract actions.  

CORE 
The Valley Metro enterprise resource management system. 

III. POLICY REQUIREMENTS 

1. Monitoring of Contract Authority 

a. Contract Administrators are responsible for monitoring and managing utilization of their 
contracts. 

b. If a change in utilization could result in the contract exhausting its authority 
prematurely, the contract administrator shall report this risk to Valley Metro’s Chief 
Procurement Officer (CPO). 
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c. In addition, Valley Metro will also establish an annual spending threshold for each 
contract in CORE that reflects the anticipated utilization of the contract(s) authorized 
authority over the contract(s) period.  If a contract exceeds this threshold during the 
year, the CPO will be notified of the risk. 

d. When the CPO is notified that a contract may be at risk of exhausting its authority 
prematurely, the CPO will work with the contract’s administrator to assess anticipated 
spending through the remainder of the contract.  Based on this assessment, the CPO 
shall classify the contract as: 

i. Likely to prematurely exhaust its contract authority 
ii. At-risk to prematurely exhaust its contract authority 
iii. Not at-risk to prematurely exhaust its contract authority. 

e. Contracts assessed to be at-risk and not at-risk will have their annual spending 
threshold in CORE revised to reflect a utilization rate within the contract’s authority and 
will continue to be monitored. 

2. Reporting of Contracts Likely and At-Risk 

a. A section will be added to Valley Metro’s quarterly report to the Board highlighting all 
contracts identified as “likely” or “at-risk” to prematurely exhaust its authority.  This 
section will: 

i. Identify each contract “likely” or “at-risk” 
ii. The date the contract was identified  
iii. Briefly summarize the reason the assessment of the contract found it “likely” or 

“at-risk” to prematurely exhaust its contract authority: 

a) If “likely” – the report will include the target date that a contract authority 
modification will be brought to the Board 

b) If “at-risk” – the contract will remain on the report until utilization data 
validates the contract is not at-risk to exhaust its authority 

c) A brief explanation of the reason the contract is at-risk of prematurely 
exhausting its authority. 

3. Resolution of Contracts Likely to Prematurely Exhaust the Contract Authority 

a. Valley Metro will bring to the Board requests for contract authority adjustments as soon 
as practicable. 

IV. ORGANIZATIONS, ENTITIES, AND INDIVIDUALS AFFECTED BY THIS 
POLICY 

All Valley Metro Division and Contracts are covered by this policy. 
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V. EXCLUSIONS 

None 

VI. RELATED DOCUMENTS, FORMS AND TOOLS 

None 

VII. WEBSITE ADDRESS FOR THIS POLICY 

[Intentionally Left Blank] 

VIII. HISTORY AND UPDATES 

Appendix 

There are no appendices to this policy. 

Responsible Division Head: 

Jim Hillyard 
Chief Administrative Officer and Acting 
Chief Financial Officer 

Date 

Approved as to Form: 

Michael J. Minnaugh Date 
General Counsel 

Issued By: 

Scott W. Smith Date 
Chief Executive Officer 
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Information Summary 

AGENDA ITEM 7 DATE
November 23, 2021 

SUBJECT 
Future Agenda Items Request  

Future Items 

Transit Life Cycle Program Update January 2022 
Fare Recovery Update TBD 

CONTACT  
Jim Hillyard  
Acting Chief Financial Officer 
602-262-7433 
jhillyard@valleymetro.org

mailto:phodgins@valleymetro.org
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