MEETING OF THE

Audit and Finance Subcommittee
Date:
November 14, 2019
Starting Time
12:00 p.m.
Location:
Valley Metro
Lake Powell Conference Room (10A)
101 N. 1st Avenue, 10th Floor
Phoenix

If you require assistance accessing the meetings on the
10th floor, please go to the 14th floor or call 602.262.7433.

Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433

Agenda
November 7, 2019

Audit and Finance Subcommittee
Thursday, November 14, 2019
10th Floor, Lake Powell Conference Room (10A)
101 N. 1st Avenue, 10th Floor
12:00 p.m.
Action Recommended
1.

Public Comment

1. For information

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.
2.

Minutes

2. For action

Minutes from the October 10, 2019 Audit and Finance
Subcommittee meeting are presented for approval.
3.

Full-Time Equivalent Audit Report

3.

For action

4.

For information

5.

For information

Mary Modelski, Director, Internal Audit, will present the results
of the Full Time Employee Additions Audit for acceptance.
4.

Internal Audit Update

Mary Modelski, Director, Internal Audit, will provide an update
on actions taken in Internal Audit.
5.

Internal Audit Exceptions Update

The Internal Audit Exceptions log is presented for information.
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6.

Intergovernmental Agreements, Contract Change
Orders, Amendments and Awards

6.

For Information

7.

For action

8.

For action

Paul Hodgins, Chief Financial Officer, will provide an update
on upcoming intergovernmental agreements, contract
awards, amendments and change orders.
7.

Executive Session

The Audit and Finance Subcommittee may vote to enter
Executive Session for discussion or consultation and for legal
advice with the attorney or attorneys of the public body and
to consider its position and instruct its attorneys regarding
the public body’s position concerning matters listed on the
agenda, personnel matters and contracts that are the subject
of negotiations, in pending or contemplated litigation or in
settlement discussions conducted in order to avoid or resolve
litigation; all as authorized by A.R.S. Sections 38-431.03 A.1,
A.3., and A.4.
The agenda for Executive Session involves discussion and
consultation regarding performance evaluation of the Chief
Financial Officer and Director, Internal Audit. Discussion and
consultation may be both with and without the Chief Financial
Officer and Director, Internal Audit present.
8.

Executive Session Action Items

The Audit and Finance Subcommittee may take action
related to items discussed as part of Agenda Item 7.
9.

Future Agenda Items

9. For information

Chair Arredondo-Savage will request future AFS agenda
items from members and members may provide a report on
current events.
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10.

Next Meeting

10. For information

The next meeting of the Audit and Finance Subcommittee is
December 12, 2019 at 12:00 p.m.
Qualified sign language interpreters are available with 72 hours notice. Materials in
alternative formats 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.
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 1

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.
BACKGROUND | DISCUSSION | CONSIDERATION
None
COST AND BUDGET
None
COMMITTEE PROCESS
None
RECOMMENDATION
This item presented for information only.
CONTACT
Paul Hodgins
Chief Financial Officer
602-262-7433
phodgins@valleymetro.org
ATTACHMENT
None

Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433

Minutes
AGENDA ITEM 2

November 7, 2019
Audit and Finance Subcommittee
Thursday, October 10, 2019
Lake Powell Conference Room
101 N. 1st Avenue, 10th Floor
12:00 p.m.
Meeting Participants
Councilmember Lauren Tolmachoff, City of Glendale
Councilmember Francisco Heredia, City of Mesa
Deputy City Manager Mario Paniagua, City of Phoenix
Councilmember Robin Arredondo-Savage, City of Tempe, Chair
Vice Mayor Bill Stipp, City of Goodyear
Chair Arredondo-Savage called the meeting to order at 12:09 p.m.
1.

Public Comment

None.
2.

Minutes

Minutes from the September 12, 2019, Audit and Finance Subcommittee meeting
presented for approval.
IT WAS MOVED BY VICE MAYOR STIPP, SECONDED BY COUNCILMEMBER
HEREDIA AND UNANIMOUSLY CARRIED TO APPROVE THE SEPTEMBER 12,
2019 AFS MINUTES.
3.

Full-Time Equivalent Additions Audit Report

Mary Modelski, Director, Internal Audit, provided an overview of the results of the FullTime Equivalent Additions Audit that included the following findings and
recommendation due dates:
•

Relocation Process. Recommendation due date: January 31, 2020
o Collect the remaining $2,728.94 of the relocation repayment
agreement plus the $2,292.88 of employee and employer taxes.
Define a process for providing and tracking relocation payments
and repayment plans to ensure all funds are handled appropriately.
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•

•

•

Position Requisition. Recommendation due date: January 31, 2020
o HR and Finance should collaborate to determine the components
necessary to be completed and captured prior to an employee
being recruited or on-boarded. Such process should be clearly
documented and shared between Division management to ensure
all requirements area addressed, documented, approved, and
memorialized.
Network Access: Recommendation due date: April 7, 2020
o Establish a centralized process to track employees and contract
employees to ensure they are properly tracked from hire,
modification in roles/responsibilities through termination. In
addition, establish a mechanism and/or process to ensure all
termination procedures are completed for all employees and
contract employees.
Contract employee: No recommendation.
o Internal Audit brings the issue to the attention of the Audit and
Finance Subcommittee for their information.

There was discussion amongst the Audit and Finance Subcommittee about the timing of
receiving this audit report and whether to move it to the November 14, 2019 AFS
meeting to give the AFS more time to review before taking any action.
Chair Arredondo-Savage said that she would like a review of the findings today and
asked the AFS if they had any concerns or questions of the findings in the audit report
to ask Ms. Modelski.
Ms. Modelski said Internal Audit brought three recommendations forward to
management. The recommendations were relocation allocation to make provisions for
individuals moving more than 100 miles to join our staff, position requisitions in terms of
adding individuals to the Valley Metro organizational chart, and network access to
disable employees or contractor’s access when terminating employment.
Ms. Modelski continued with a review of the audit report and discussed the findings
presented. She said Internal Audit added something new to this audit report. A
disclosure was added for an item where information was provided but no
recommendation was made. Discussions occurred with management however there
was disagreement on recommendations. We wanted to bring this item to your attention.
Vice Mayor Stipp said he is concerned that there wasn’t any turnover rates to compare
with and that he would like to see this taken from an internal audit perspective to an
organizational perspective and asked Mr. Smith, HR, and their counterparts to put
together some benchmarks for the turnover rates.
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Ms. Modelski said that she did reach out to other agencies. Turnover rates are sensitive
subject and didn’t receive any responses. She said will reach out again.
Mr. Smith said that we can reach out to other peer agencies and compile benchmarks
for the turnover rates of the two areas indicated as highest.
Councilmember Tolmachoff asked about comparing benefits such as education and
other benefits that Valley Metro offers with other agencies.
Mr. Smith said that Valley Metro looks at the local market and many times, at your
cities, to see if we commensurate with what’s happening in other government. He said
that Valley Metro has an annual benefit review and takes input from employees to see
whether our medical and other benefits are in line with their needs and with other cities.
Chair Arredondo-Savage asked that Ms. Modelski coordinate the comparisons of
benefits and turnover rates.
Mr. Hodgins said Valley Metro staff will reach out to peer agencies and put together
industry comparisons before next month and will incorporate that into the report.
Vice Mayor Stipp said he wants to see a repeat of this type of audit in FY21 to see any
improvements on the turnover rates.
Councilmember Tolmachoff said gathering more information as to the reason for
voluntary termination of employment is the type of data is valuable.
Mr. Smith said that he will follow-up with Human Resources to obtain more targeted
data.
Ms. Modelski continued with explanation of relocation expenses of one employee that
voluntarily terminated his employment with Valley Metro after five months. He was
placed on a repayment plan to pay back the relocation reimbursement, however the
remaining funds owed to Valley Metro are still outstanding.
Mr. Paniagua asked about the process for position requisitions and how new or vacant
positions are approved and funded. He said that he understood there was to be a
change to Valley Metro’s process of adding new positions.
Mr. Hodgins explained that with our current process the Board authorizes an
expenditure amount for adding new positions. He clarified that when a department is in
need of a new position, part of the position requisition process is reviewing the budget
assumption for the position being requested and when the position is in the budget then
it is a more streamlined process to get that position filled. If a position is not assumed in
the budget, there was some discussion and concern about how do we get that position
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added without going to the Board. He said that Mr. Smith has some authority to
approve an added position, however, there needs to be justification for the need of the
position, justification of how the added position is going to be funded within the current
adopted budget, and approved by the Chief Executive and Chief Financial Officers as
an addition outside of the budget.
Mr. Smith asked to clarify what it is meant by the position not being in the budget. The
funds are in the budget, however the specific position was not in the budget plan. It is
the number of positions that are in the budget. He said should a department want to add
an extra position not included in the budget that is when we review the department’s
budget and see where the funds will come from to fund that extra position. For example,
if a department says they will spend less in one area of the current adopted budget then
those funds can be used for the added position. We are not undertaking a financial
obligation that isn’t supported in the overall budget.
Mr. Paniagua said he understands, however, it was his understanding that there was
going to be a change in that process. asked how the new or vacant positions are
budgeted mid-year and gave an example of City of Phoenix process. For example, you
hire someone at $100,000 annually and there are savings of $50,000, you can fund the
position for the next six months. When it comes to budgeting for the full salary the next
year, it increases the budget by $50,000 for the next year for that specific position.
Mr. Smith said Valley Metro does not have the same budget process for new or vacant
positions as City of Phoenix. He said we look at establishing a long-term cost of that
position and how it will impact the department’s ability to perform its function. He said
we do a multi-year and create it as an on-going expense. There is a shift in department
resources however, overall department budget will not change.
Mr. Paniagua said he wanted to ensure that the way Valley Metro budgets for mid-year
FTE additions is on-going and not a one-time cost and that the on-going costs are
actually being pulled from other resources in order to fill the position.
Mr. Hodgins said we wouldn’t shift from a capital budget to hire staff.
Mr. Paniagua said there may be savings from vacancies in a particular year that are
again one time that year. There is savings from existing vacancies that you will
eventually fill. He asked if the savings from those vacancies are pulled to fund this new
position.
Mr. Smith said the FTE would not change. It wouldn’t be an increased position. He said
if there is a vacancy it would just be filling a vacancy.
Councilmember Tolmachoff said Mr. Paniagua means an additional vacancy.
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Mr. Smith said no because if a manager chooses to hire someone to fill the new position
then the vacancies go away because there wouldn’t be any funds to support it year after
year.
Mr. Paniagua said the six-month savings are available. The savings you earn from the
first six months of that position being opened are still available.
Mr. Smith said we don’t look it at it as short-term savings. We look it at it as a long-term
impact and ensure the manager understands that if they hire this position then they the
other vacancies used to fund this one position. He said the other two vacancies go
away and the dollar amount stays the same.
Chair Arredondo-Savage said maybe that’s another part of this discussion in regards to
transparency as far as what we see. She said it can be explained that way, however
that is not what the AFS saw happen throughout the year.
Councilmember Tolmachoff asked what funds are being used for reallocation when the
funds for the additional position wasn’t in the budget. She asked what savings are being
used to fund the additional position.
Mr. Smith said that the funds are in the budget. He said there are a variety of savings.
Councilmember Tolmachoff asked if a department can cut whatever they want out of
their budget.
Mr. Smith said no. He said the department is asked what resources they need in order
to accomplish their objectives.
Councilmember Tolmachoff said if there’s excess money in that department and you cut
back on pens and pencils to fund the newly added position within the amount of money
that was allocated out of the office supplies cost center for the fiscal year. She asked if
going forward you will only be allowed to use a certain number of pens and pencils
because those funds have been committed to fund the added position.
Mr. Smith no because the next year we start at zero-based budgeting philosophy.
Councilmember Tolmachoff said what Mr. Paniagua is saying that the next year the
budget will increase because you have an additional position.
Mr. Smith said no because we basically take a modified zero-based budget. He said this
year with the modified zero-based budgeting, the department will have to justify the
resources going forward. The department has to justify the resources they are asking
for are necessary to accomplish their goals.
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Councilmember Tolmachoff asked if it is justifiable then the budget may be increased.
Mr. Smith said not until the next budget cycle.
Councilmember Tolmachoff said she understands. She asked if going forward the
department justifies the added position and then decides they need more pens and
pencils and they determine they need a budget increase.
Mr. Smith said then the department would have to justify why the additional funds or
resources are needed to accomplish their goals. He said if the department can justify it
then Valley Metro will figure out a way or we will go to the AFS and say, for example, we
have had increased activity and are asking for a budget increase or we tell the
department that there activity does not justify a budget increase.
Councilmember Tolmachoff asked if salary savings is off the table in this instance.
Mr. Smith said (start playing at 1:03)
IT WAS AGREED BY THE AFS TO MOVE THIS ITEM TO THE NOVEMBER 14, 2019
MEETING FOR ACTION.
4.

Internal Audit Update

Ms. Modelski provided an update on actions taken in Internal Audit including the
following:
•
•
•
•
•
•
•
•
•
•
•
•
•

Credit card transactions – On hold
Travel expenses – On hold
Professional Development – Planning started
Full-Time Employee Additions - Complete
Contract Management (specific) – Not started
OMC Non-Capitalized Rail Parts and Tools Inventory – Underway
Hardware/Software Management – PO issued 10/1/19
Performance Evaluation – Planning started
Internal Safety and Security Audit Review – Awaiting SSQA
CSD Invoice Processing – Assisted with training 10/1/19
HR Information Management System (HRMIS) Implementation –
Released & monitoring stability
ERP Implementation – Monitoring
External Audits:
o Maricopa County-Paratransit – Report December 2019
o City of Phoenix-Fare Revenue – Report December 2019
o City of Phoenix-Contract Risk Assessment – Entrance meeting
10/8/19
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This item was presented for information only.
5.

Internal Audit Exceptions Update

Ms. Modelski provided an update of the Audit Exceptions Log.
This item was presented for information only.
6.

Fiscal Year 2020-21 (FY21) Budget Assumptions

Paul Hodgins, Chief Financial Officer, provided an overview of Fiscal Year 2020-21
(FY21) Budget Key Assumptions including the following items:
VMR FY21 Budget Key Assumptions
• Revenues Forecasts
• Streetcar Operations
• Rail Transportation
• Respect the Ride
• State of Good Repair
RPTA FY21 Budget Key Assumptions
• Revenues Forecasts
• PTF Forecast
• Base Service Levels
• Service Increases
• Contract Rates – East Valley Bus
• Contract Rates – West Valley Bus
• Fixed Route Bus
• Contract Rates – Paratransit
• Staffing
• Rider Experience
• Regional Planning/Funding
This item presented for information only.
7.

Intergovernmental Agreements, Contract Change Orders, Amendments, and
Awards

Paul Hodgins, Chief Financial Officer, provided an update on upcoming
intergovernmental agreements, contract awards, amendments and change orders that
included the following items:
A.
B.

Commercial Property, Liability and Worker’s Compensation Insurance
Miscellaneous Construction Services Contract Award
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C.
D.
E.
F.
G.

Manufacture and Delivery of Medium Duty Transit Bus Contract Award
Northwest Phase II Light Rail Extension – Joint Project Agreement with the
Arizona Department of Transportation (ADOT)
Purchase of Replacement Bar Signals for the Light Rail Alignment
Northwest Phase II Light Rail Extension: Phoenix Funding Agreement
South Central Extension/Downtown Hub Project: Phoenix Funding Agreement

This was item presented for information only.
8.

Executive Session

The Audit and Finance Subcommittee may vote to enter Executive Session for
discussion or consultation and for legal advice with the attorney or attorneys of the
public body and to consider its position and instruct its attorneys regarding the public
body’s position concerning matters listed on the agenda, personnel matters and
contracts that are the subject of negotiations, in pending or contemplated litigation or in
settlement discussions conducted in order to avoid or resolve litigation; all as authorized
by A.R.S. Sections 38-431.03 A.1, A.3., and A.4.
The agenda for Executive Session involves discussion and consultation regarding
performance evaluation of the Chief Financial Officer and Director, Internal Audit.
Discussion and consultation may be both with and without the Chief Financial Officer
and Director, Internal Audit present.
IT WAS MOVED BY COUNCILMEMBER TOLMACHOFF AND SECONDED BY VICE
MAYOR STIPP TO ADJOURN GENERAL SESSION AND COMMENCE EXECUTIVE
SESSION.
9.

Executive Session Action Items

The Audit and Finance Subcommittee may take action related to items discussed as
part of Agenda Item 8.
IT WAS AGREED BY THE AUDIT AND FINANCE SUBCOMMITTEE TO MOVE THIS
ITEM TO THE NOVEMBER 14, 2019 MEETING FOR ACTION.
10.

Future Agenda Items

Chair Arredondo-Savage appreciated the list of future agenda items provided and said
that she would like the AFS to submit their requests for future agenda items.
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11.

Next Meeting

The next meeting of the Audit and Finance Subcommittee is November 14, 2019 at
12:00 p.m.
With no further discussion, the meeting adjourned at 3:03 p.m.
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 3

SUBJECT
Full Time Employee Additions Audit
PURPOSE
Present the results of the Full Time Employee Additions Audit to the Audit and Finance
Subcommittee (AFS) for acceptance.
BACKGROUND/DISCUSSION/CONSIDERATION
The Fiscal Year 2019/2020 Internal Audit Plan approved by the AFS on June 18, 2019,
included a review of Full Time Employee Additions. The objective of the audit was to
determine if full-time employee additions have been justified and budgeted; why
employees are terminating and if termination occurred before the required timeframe for
any incentives offered.
COST AND BUDGET
None
COMMITTEE PROCESS
None
RECOMMENDATION
Staff recommends the Audit and Finance Subcommittee accept the Full Time Employee
Audit.
CONTACT
Mary Modelski
Internal Audit Director
mmodelski@valleymetro.org
602-322-4453
ATTACHMENT
Full Time Employee Additions Audit
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 4

SUBJECT
Internal Audit Update
PURPOSE
To update the Audit and Finance Subcommittee on Internal Audit activities.
BACKGROUND/DISCUSSION/CONSIDERATION
None
COST AND BUDGET
None
COMMITTEE PROCESS
None
RECOMMENDATION
Item presented for information only.
CONTACT
Mary Modelski
Internal Audit Director
mmodelski@valleymetro.org
602-322-4453
ATTACHMENT
None

Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433

11/8/2019

Valley Metro
Audit and Finance Subcommittee
Internal Audit Update
November 2019

1

Update:
Fiscal Year 19/20 Audit Plan
Process
Credit card transactions
Travel expenses
Professional Development
Full-Time Employee Additions
Contract Management (specific)
OMC Non-Capitalized Rail Parts and Tools Inventory
Hardware/Software Management
Performance Evaluation

Status
On hold
Not started - April
Not started - March
Complete
Not started – April/June
Underway - January
Underway - February
Underway - January

Not started - January/ February
Internal Safety and Security Audit Review
Not started - March
CSD Invoice Processing
Not started - April
HR Information Management System (HRMIS) Implementation
Monitoring
ERP Implementation
External Audits – anticipated:
Report February
Maricopa Co. – Paratransit
Report January
City of Phoenix - Fare Revenue
Report March
City of Phoenix – Contract Risk Assessment
Report January
ADOT – Rail Safety Audit

2

2

1

Information Summary
DATE
November 7, 2019

AGENDA ITEM 5

SUBJECT
Audit exceptions update
PURPOSE
Update the Audit and Finance Subcommittee on the progress of audit exceptions.
BACKGROUND/DISCUSSION/CONSIDERATION
The International Standards for Professional Practice of Internal Auditing (Standards)
2017 version, Standard number 2500 Monitoring Progress states: The chief audit
executive must establish and maintain a system to monitor the disposition of results
communicated to management.
COST AND BUDGET
Funding for monitoring the progress of audit exceptions is included in the FY 2019/20
Valley Metro Budget.
COMMITTEE PROCESS
None
RECOMMENDATION
Items presented for information only.
CONTACT
Mary Modelski
Internal Audit Director
mmodelski@valleymetro.org
602-322-4453
ATTACHMENTS
Audit exceptions log

Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433

Exception Summary
Overdue items:
Ref #
1
2
3
4
5
6
7

Management Action
IT Policy Revision – Asset Management
Credit Card Policy Update – Training and monitoring
Credit Card Policy Update – Process update
Credit Card Policy Update – Transaction monitoring
Purchasing Files Updated – Close-out process
DBE Payments – Reconcile
Purchasing File – Periodic Review

Due Date
3/31/2018
3/31/2019
3/31/2019
3/31/2019
8/31/2019
8/31/2019
8/31/2019

Status/
Responsible Party
In Policy Review Process
In Policy Review Process
In Policy Review Process
In Policy Review Process
Purchasing Manager
CFO
Purchasing Manager

Estimated Date
12/31/2019
Coming Weeks
Coming Weeks
Coming Weeks
11/15/2019
Not provided
Not provided
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Exception Summary
Upcoming Due Dates:
Ref #

Management Action

Due Date

8

Second Generation Non-compliance

12/2/2019

9

Pay Applications Approval & Timing

12/2/2019

10

Managing Bus Contract Costs

12/2/2019

11

Bus Contract Invoice Support

12/2/2019

12

Bus Contract Federal Monitoring

12/2/2019

13

Bus Contract Obligations

12/2/2019

14

Travel Policy Clarification

-

15

Travel Policy Exceptions

-

16

Policy Compliance Documented Approves Not Maintained

-

17

Policy Compliance, Incomplete Documents in
Reconciliation

-

Status/
Responsible Party
In Process – Bus Service
Delivery Manager
In Process – Bus Service
Delivery Manager
In Process – Bus Service
Delivery Manager
In Process – Bus Service
Delivery Manager
In Process – Bus Service
Delivery Manager
In Process – Bus Service
Delivery Manager
Pending Review by
Audit
Pending Review by
Audit
Pending Review by
Audit
Pending Review by
Audit

Estimated Date
12/2/2019
12/2/2019
12/2/2019
12/2/2019
12/2/2019
12/2/2019
Next Travel Audit
Next Travel Audit
Next Travel Audit
Next Travel Audit
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Exception Summary
Issues Reported as Remediated this Month*:
Audit
Travel

Travel

Travel

Travel

Recommendation
Management should update the Travel policy to address a
process of accountability/ consequences for non-compliance to
the policy to promote consistent enforcement and maintenance
of fiscal responsibility.
Management should submit all CEO Agency related travel to the
Board Chairs for pre-approval and the Travel Administrators
should not complete travel arrangements without documented
Board approvals. The Travel policy should also reflect if CEO
travel trip in state does not require Board pre-approval.
Management should provide Travel policy training on an annual
basis and timely after policy and form updates to ensure
travelers adhere to the requirement of coordinating travel
through the Travel Administrators. Additionally, management
should monitor travel documentation for compliance with the
policy.
Management should provide Travel policy training on an annual
basis and timely after policy and form updates. Additionally,
verification for accuracy of completed TERs and supporting
travel documentation by the travelers’ management prior to
submission to Finance can ensure a segregation of duties from
booking and reconciling travel expenses and monitor for
compliance with the policy. Any modifications made to the TERs
by Finance should be discussed for clarification and
understanding prior to final processing.

Management Action
10/29/2019 Travel Policy updated
11/01/2019 Staff notified of changes
TBD
Training
10/29/2019 Travel Policy updated
11/01/2019 Staff notified of changes
TBD
Training
10/29/2019 Travel Policy updated
11/01/2019 Staff notified of changes
TBD
Training

10/29/2019 Travel Policy updated
11/01/2019 Staff notified of changes
TBD
Training
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Exception Summary
Audit
Travel

Travel

Recommendation
Management should ensure the completeness and accuracy of
the travel report submitted to the board by clarifying to staff
the policies and procedures for reporting, and assigning an
individual who is not involved in the preparation of the report
the task of reviewing, validating, and reconciling the report for
accuracy of the information prior to the BOD submission.
Management should align the Travel policy intent with
associated forms and practices. In order to hold Travelers
accountable for timely submission of their Travel Authorization
Forms and Travel Expense Reports, the policy should clearly
define the submission deadlines. To properly document
approved exceptions to the policy, the policy should clearly
define the process and timeline for obtaining approvals. To
ensure accountability assigned for accurate and complete
reporting to BOD on Agency travel, the policy should identify
the roles and define the reporting responsibilities. Finally, to
ensure travel cancelations or changes properly approved,
documented, and tracked; the policy should identify the roles
and define the responsibilities.

Management Action
Per CFO, the process to create the Travel
Report submitted to the Board has been
updated to ensure that all travel is captured.

10/29/2019 Travel Policy updated
11/01/2019 Staff notified of changes
TBD
Training
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Exception Summary
Audit
Bus Services
Contract Audit

Recommendation
Management should revise the monitoring forms to clarify
monthly and annual monitoring items and separate out the
maintenance monitoring items. In addition, management
should establish an oversight process to ensure the reports are
completed on time, accurately and provide training to staff as
to attributes to be reviewed.

Bus Services
Contract Audit

Management should establish a process to identify what
consumables are removed from the midlife rehabilitation and
establish a review process to reconcile the third party invoices
to contractor’s invoice to ensure the payments are accurate.

Management Action
Per Bus Service Delivery Manager,
• A letter outlining the audit findings was
sent to each contractor on 9/13/19.
• Revised Contract Monitoring Forms have
been developed for Operations and
Maintenance (separately) for all three
contractors. These revised forms are being
used each month to monitor key contract
deliverables and contract compliance.
Revised forms have been used since July
2019.
Per Bus Service Delivery Manager,
• A revised process has been established and
implemented to correct any inaccuracies or
deficiencies.
• Two staff members are reviewing all
submitted forms and invoices to insure the
information is accurate.
• All consumables are being underlined and
highlighted to ensure they are visible when
scanned and saved into the file.
• Proper back-up documentation has been
obtained that included third party invoices as
it relates to the one invoice from First Transit
and two invoices from Total Ride.
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Exception Summary
Audit
Contract
Management
Audit

Contract
Management
Audit

Contract
Management
Audit

Recommendation
Management should establish all distribution codes to
reference the contract number. Additionally, Management
should establish an on-going communication process between
Finance and the Contract Administrators for periodic contract
reconciliations to verify the accuracy of transaction coding to
facilitate better contract monitoring tools.
Management should ensure the completeness and accuracy of
the Weekly Procurement Report submitted to Executive
Leadership. Possibly, by assigning an individual who is not
involved in the preparation of the report the task of reviewing,
validating and reconciling the report for accurate information
prior to the Executive Leadership submission.
Management should communicate and enforce the retention
standards and the Federal requirements for contract supporting
documentation. Additionally, management should develop a
monitoring process and periodically assess compliance, to
ensure adherence to the requirements.

Management Action
Per the CFO, Finance staff are reviewing
coding more thoroughly to ensure accuracy
in the general ledger.

Per the CFO, Contracts Administrators are
reviewing the reports weekly and providing
updated information as needed.

Per the CFO, Procurement Managers are
reviewing contract files for completeness and
that the files are stored properly to ensure
retention guidelines are met.

*Internal Audit will test these items in the next review
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Valley Metro ‐ Internal Audit
Audit Finding Follow‐Up
October 2019

Ref #

Finding Title

1

Outdated
policies and
procedures over
Information
Technology (IT)

Dept

Finding Description

Recommendations

Management Response

IT

Valley Metro did not have current policies and procedures in place to address necessary areas of risk
related to hardware and/or software. The current version of policies and procedures provided by IT
management was dated 2013. This version of the policies and procedures lacked sufficient direction and
instruction on the following areas including, but not limited to;
•Remote access to the system
•Approved and appropriate use of personal devices on the network
•Naming conven on
•Patch implementa on, tes ng and oversight
•Process for ensuring new so ware and hardware populates correctly and completely in Lansweeper,
etc. and
•Acquisi on of hardware and so ware
IT management and staff have changed significantly since 2013. These changes have resulted in
undocumented directives and philosophies as to how to manage and lead IT. Insufficient direction and
instruction allowed for inconsistent processes and practices within the environment.
Best practices would be to have a documented consistent process in place in order to mitigate risk and
ensure strategies are carried out.

Management should define a process
by which on an annual basis policies
and procedures are reviewed and
updated as needed and appropriate.
Updates should be communicated and
appropriate training provided to
necessary individual in order for such
individuals to execute their duties or
provide backup support of other team
members.

We intend to revise all policies and
procedures to ensure that our policies
and procedures comply with the strictest
requirements/best practices.

Report
Date

Due
Date

Responsible
Party

2/7/2018

3/31/2018

Manager,
Information
Technology &
Executive
Leadership
Team

10/28/2019 ‐ Per Chief Administrative
Officer, To address the finding’s six issues,
two policies have been issued. One is in the
review process and will be complete by
November 15, and two are in development
and will be complete by the end of the
calendar year.

AFS Notes

The user community should also be
educated on updates made to
applicable policies and procedures to
allow for consistent enforcement.

2

Policy
Compliance –
Supporting
Documents Not
Maintained
within
Cardholder
Reconciliation
Packets

Finance & Credit card reconciliation packets are being submitted and processed without all policy required
Procurement signatures or documentation for technology and sequential purchases.
Four cardholders did not maintain in their credit card reconciliation packets evidence of technology
purchase approvals for five transactions, totaling $7,913.
Although one cardholder maintained in their credit card reconciliation packet evidence of technology
purchase approval, itemized receipts and packets slips for the purchase of four
HP All‐in‐one computers, the packet lacked evidence supporting the business need for sequential
transactions. Additionally, Hewlett Packard is on an Arizona State Contract. This state contract requires
the issuance of a purchase order to acquire merchandise. The Credit Card Administrator should have
made the determination a credit card was not the appropriate form of payment and noted such in their
review notes.

Management should provide training
and/or policy changes that outline
when it is acceptable to use an agency
credit card and when it is not
appropriate. Documentation and
justification of exemptions to the
policy need clarity and
communication. Additionally,
management should include in the
credit card transaction review process
a method to track and return credit
card packets to Division Heads when
exception exists or when all policy‐
required documentation is lacking.

Management concurs with the
2/21/2019
recommendation. Management
will update the procedures for the Credit
Card Administrator to include a review for
potential sequential transactions,
including additional follow‐up with the
Cardholder and Division Head.
Additionally, cardholder training will
include a review of the appropriateness
of credit card use versus purchase orders.

3/31/2019

Chief
Financial
Officer

10/30/2019 ‐ Per the CFO the Credit Card
Administrator has updated procedures to
ensure better review of packets for
compliance. Credit Card and procurement
training is updated to provide guidance on
the appropriate use of credit cards versus
purchase orders.

3

Policy
Clarifications –
Credit Card,
Acceptable Use

Finance & The Credit Card, Acceptable Use policies (v. 7/28/16 and v. 10/10/18) did not reflect current practices.
Procurement Policies did not address the need for cardholder Division Heads to attend training and acknowledge
responsibilities assigned in the policy.
Policies did not identify the required approval documentation/ signatures for travel, local dining and
technology purchases, nor the need to maintain them within credit card reconciliation packets.
Policies did not clarify that within the Travel policy, Management limited authorization to purchase
travel and training related expenses to the Travel Administrators.
Additionally, the Credit Card, Acceptable Use policy (v. 10/10/18) did not provide a clear process for
users to follow. The policy:
Referenced obsolete forms:
o Credit Card Purchase Approval form (page 5) should reference the Agency Credit Cardholder
Agreement, Request & Change form
o Credit Card Purchase Approval form (page 5) should reference the Bank Transaction Detail Report
Required the Division Head to submit paperwork “to Finance within six (6) business days of monthly
statement closing.” This is one business day prior to when the policy required cardholders to submit
paperwork “each month to the Division Head for approval within seven (7) business days following
closing date of monthly statement.”

Management should align the Credit
Card, Acceptable Use policy intent
with associated forms and practices. In
order to hold cardholders accountable
for approved and timely submissions
of their credit card transactions, the
policy should clearly define the
required approval documentation, the
form names, submission deadlines and
reference other Valley Metro policies.

Management partially concurs with the
2/21/2019
recommendation. The
credit card policy is not the appropriate
place to define the required approval
documentation for other policies. Those
requirements all reside within the policies
and responsibility for maintaining and
reviewing the documentation is defined
within those policies. Multiple copies of
complete travel packets, for example,
should not be required to be maintained
in each credit card packet that has an
associated charge. The credit card policy
will refer to other relevant policies and
note that credit card use must be
consistent with and proper
documentation maintained to support
that transactions were properly approved
pursuant to those policies.

3/31/2019

Chief
Financial
Officer

10/30/2019 ‐ Per the CFO the draft updated
policy addresses this finding. The draft policy
is being reviewed currently and should be
finalized in the coming weeks.
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Ref #

Finding Title

4

Policy Non‐
Compliance not
Identified or not
Properly
Escalated

5

Dept

Report
Date

Due
Date

Management concurs with the
recommendation. Management
recognizes that sampling the transactions
for compliance runs the risk of not
reviewing potential violations. Simply
enlarging the sample does not eliminate
the risk. Management does not see value
in enlarging the sample size, however
management will review the criteria used
to determine the sample to attempt to
capture transactions that are at higher
risk of policy violations.
Management will also develop a
procedure to ensure that proper follow‐
up is conducted when the Credit Card
Administrator identifies a potential
violation.

2/21/2019

3/31/2019

Chief
Financial
Officer

10/30/2019 ‐ Per the CFO the Credit Card
Administrator has updated procedures to
ensure better review of packets for
compliance and follow‐up with Credit Card
Holders.

Management should establish and
communicate clear processes and
procedures for contract closeout and
periodic self‐audit of closed contracts
to monitor for compliance with those
procedures.

The Procurement Manual released in
2018 and subsequent
update in 2019 include procedures for the
proper closeout of contracts. The Chief
Procurement Officer (CPO) provides
training to contract administrators and
follow‐up to ensure that contracts are
closed properly. The CPO and
procurement managers will perform
periodic reviews of the contract files to
ensure that contract administrators are
following proper procedures.

6/5/2019

8/31/2019

Chief
Financial
Officer

10/30/2019 ‐ Per the CFO Procurement
Managers are reviewing contract files for
completeness and ensuring that contracts
are being closed appropriately.

Management should establish a
reconciliation process for matching
vendor reported contract payments to
the Valley Metro payment records.
Additionally, the process should
include documentation of follow‐up
actions taken with the vendor and the
City of Phoenix, as applicable.

Valley Metro and its vendors report
payments to the City of
Phoenix as required by the Federal
Transit Administration. Valley Metro’s
reporting is based on the actual payments
made to vendors. While there have been
no issues with any previous FTA Triennial
Review related to reporting payments,
we agree that regular verification and
reconciliation of payments reported by
vendors would help ensure that there are
no findings in the future. The Chief
Procurement Officer will develop a
procedure for contract administrators to
reconcile vendor payments reported to
the City of Phoenix.

6/5/2019

8/31/2019

Chief
Financial
Officer

10/30/2019 ‐ Per the CFO a new position is
being identified to manage the
Disadvantaged Business Enterprise (DBE)
process for Valley Metro. This position will
coordinate with the City of Phoenix to
ensure compliance with all aspects of DBE
administration and reporting.

Management should establish and
communicate clear processes and
procedures for contract closeout and
periodic self‐audit of closed contracts
to monitor for compliance with those
procedures.

This finding was also identified in the
Contract Management Audit, dated June
2019. The Procurement Manual released
in 2018 and subsequent update in 2019
include procedures for the proper
closeout of contracts. The Chief
Procurement Officer (CPO) provides
training to contract administrators and
follow‐up to ensure that contracts are
closed properly. The CPO and
procurement managers will perform
periodic reviews of the contract files to
ensure that contract administrators are
following proper procedures.

8/28/2019

8/31/2019

Chief Financial
Officer

10/30/19 ‐ Per CFO Procurement Managers
are reviewing contract files for completeness
and ensuring that contracts are being closed
appropriately.

Recommendations

Management Response

Finance & Four cardholders had four transactions that did not comply with the Credit Card, Acceptable Use policy.
Procurement The following two transactions did not fall within the Credit Card Administrators sample population:
A transaction for $300 in Diamondback tickets indicated eight tickets purchased, while supporting
documents showed cardholder received ten tickets. A list of who was the recipient of these tickets was
not present
$163 bagel purchase included an email that indicated another employee used the cardholder’s credit
card information on file to complete the transaction
Additionally, the Credit Card Administrator’s review identified two transactions as
noncompliant/questionable; however, escalation or follow‐up did not occur.
The Agency issued the cardholder’s credit card on 9/20/17; however, the cardholder reported the
charge posted on 10/29/17 for $69.00 at Maya in Scottsdale as fraudulent.
Wells Fargo denied reversal of such charge due to the card being present at the location to complete the
transaction. Internal Audit confirmed Wells Fargo cancelled the card and
reissued a new card; however, Finance maintained no documentation to evidence further action taken
by Valley Metro to recover the $69.
Evidence to support CEO approval was not present to purchase $2,757 in advertising for General
Counsel’s finalist award in the Business Journal on 11/6/17.

Management should utilize a report
such as, the Wells Fargo Commercial
Card Expense Report, the Abila Current
Consolidated Unposted General
Ledger Transactions report or any
other report, to provide transaction
characteristics to facilitate the review.
The review should focus upon fields
such as description and/or specific
transaction criteria that Management
pre‐established based on historical
anomalies. Additionally, the Credit
Card Administrator should document
the method used to review the credit
card transactions and follow‐up
actions taken.

Contract
Closeout
Documentation ‐
Not Maintained

Finance‐
Contracts and Procurement did not maintain evidence to support the contract closeout process or
Contracts & completed the applicable closeout documentation for seven contracts. Three contracts had service end
Procurement dates before July 1, 2018 and four contracts had final products invoiced before July 1, 2018. Four
contracts with Federal funds required submission of a contract recap to the City of Phoenix (CoP). The
table below is a summary of the seven contracts and indications of closeout processes or
documentation.

6

Contract
Payment
Reconciliation
and Follow‐up
Documentation ‐
Not Maintained

Finance‐
To satisfy the Disadvantaged Business Enterprise (DBE) requirements, vendors were required to report
Contracts & total contract payments in the City of Phoenix’s Certification and Compliance System, B2GNow (B2G).
Procurement B2G payments did not match the Valley Metro contract payment records for two of five contracts,
totaling a net $94,776. Evidence of a reconciliation process or follow‐up actions for the discrepancies did
not exist. Valley Metro used Federal funds for eight of the 17 contracts reviewed therefore, DBE
requirements were applicable. The vendors were required to report contract payments in B2G to satisfy
DBE requirements. However, the three contracts to Transit Vehicle Manufacturers (TVM) for rolling
stock procurements did not require the vendors to report contract payments thereby reducing the
testing population to five. The table below is a summary of the reported contract payments in B2G and a
comparison of those amounts to Valley Metro contract payment records for the five contracts.

7

Contract File
Documentation

Finance
Division

Finding Description

The procurement/contract file did contain:
Second Generation:
‐ The initial requisition to initiate the contract
‐ Identification of the price analysis and which of the three methods of analysis was chosen for the
proposal
‐ The DBE letter from the Arizona Department of Transportation
Total Ride
‐ The initial requisition to initiate the contract
‐ Support for change order 12
First Transit
‐ Support for change order 8
‐ The independent cost estimate, summary of procurement, memo of negotiation or a technical
evaluation for change order 9

2

Responsible
Party

AFS Notes

Valley Metro ‐ Internal Audit
Audit Finding Follow‐Up
October 2019

Ref #
8

Finding Title
Second
Generation
Contract Non‐
compliance

Dept

Finding Description

Bus
Based on review of 20 monitoring forms completed for Second Generation, the contract manager
Operations identified “non‐compliant” on these specific monitoring attributes.
‐Annual background checks
‐Commercial Driver’s License (CDL)
‐Safety Plan
‐Security Plan
‐Secured Facility
Although the contract requires all drivers have a CDL license, the buses that currently operate on the
Buckeye Route do not require a CDL license based on Arizona state law. We were unable to verify that
the drivers without CDL’s only drove the Buckeye Route.

Recommendations
Management should establish a
process for monitoring the contract,
which includes documenting visits to
the contractor’s location and the
enforcement actions taken to ensure
compliance with the contract
requirements.

In addition, we noted out of the five years tested, Second Generation only met the 50% of the employee
pool drug‐testing requirement for one year.

Management Response
We agree with the recommendations
outlined within this finding. Management
has taken the steps to ensure the
Program Coordinator assigned to this
contract conducts a site visit to the Ajo
Transportation bus depot on a monthly
basis. In addition, a letter will be sent to
this contractor alerting them of the
deficiencies noted. The letter will also
outline the steps that are required to
address each deficiency with a deadline
associated with each item to meet
contract requirements.

Report
Date

Due
Date

8/28/2019

12/2/2019

Bus Service
Delivery
Manager

10/25/19 ‐ Per Bus Service Delivery Manager
• Contractor (Second Generation) is actively
working on all of the deficiencies noted in
this audit finding.
• Contract language has been drafted that
clarifies expectations, ambiguity of past
language and revisions to the scope have
been sent to Valley Metro’s Contracts
Administrator and the legal department for
review.
• Safety and Security plans are being
updated to reflect current conditions and
concerns.
• Contract administrator has increased
number of site visits to ensure compliance
with all Federal and agency terms.
• Overall status—pending

8/28/2019

12/2/2019

Bus Service
Delivery
Manager, Chief
Financial
Officer,
Operations
Manager,
Support &
Analysis

10/25/19 ‐ Per Bus Service Delivery Manager
• Process is still under review
• When the COO delegates signature
authority to the Operations Manager, only
one signature by the Operations Manager
will be on the Pay Apps.
• Working with Finance to review payment
process to insure contractors are being paid
within 30 days.
• Overall status—pending

8/28/2019

12/2/2019

Bus Service
Delivery
Manager, Chief
Financial
Officer,
Operations
Manager,
Support &
Analysis

10/25/19 ‐ Per Bus Service Delivery Manager
• Contract language has been drafted for
Second Generation to clarify that expenses
noted in the audit finding are eligible for
reimbursement.
• Contract language is being drafted for First
Transit to clarify that expenses noted in the
audit finding are eligible for reimbursement.
• Moving forward, have begun to record
items that were previously recorded under
activity code 7000 to a different activity
code that best represents the expense
incurred.
• Remaining deficiencies are being
developed by Finance Department
• Overall status—partially completed

Responsible
Party

In regards to the Commercial Driver’s
License finding, we will amend the
contract to waive this requirement for
services operated in the Buckeye short
trips. The vehicles used to transport
passengers on this route do not require
the operator to have a CDL. A class D
driver’s license is all that is required for
this size and type of vehicle operated on
this route only.

9

10

Pay Application
Approval &
Timing

Managing
Contract Costs

Bus
We tested 50 pay applications for Total Ride and Second Generation and 52 pay applications for First
Operations Transit. We identified:
•Payments were made in excess of 30 days from receipt of the invoice.
•The Chief Opera ons Oﬃcer delegated signature authority to the Opera ons Manager, which resulted
in the Operations Manager signing the document twice.
•One payment to Total Ride was incorrect. The cents were le oﬀ. Total Ride brought it to RPTA’s
attention and it was corrected in the next payment.
•The Chief Financial Oﬃcer did not sign oﬀ on Finance reviews.

Bus
Although RPTA is capturing all the cost of the contracts, they are not consistently capturing the types of
Operations costs. Costs associated with engine mid‐life repairs and reimbursements for miscellaneous items are not
a cost for the contractors providing bus services. The contract costs are not accurately being reported
because the total payment amount, including additional provisions and items, is subtracted from the
contract value.

Management should refine the pay
application review and approval
process in cooperation with Finance to
increase efficiency and ensure
authorized approval.

We agree with the recommendations
outlined within this recommendation.
Management will take steps to revise the
pay application review and approval
process. Management will make every
effort to make payment to the contractor
within thirty (30) days after the receipt of
an invoice.
Accounts payable staff will be re‐trained
to review pay applications for proper
signatures and ensure that all required
signatures have been obtained prior to
paying the invoice.

Management should review the
process expenses are posted to
determine a structure that allows for
categorization of costs that best
represents the expense incurred.

3

We agree with the recommendations
outlined within this recommendation.
Management will review the process for
categorization of costs and will work with
Finance to revise as directed. Finance and
Operations will review the categorization
of contract expenses to ensure that
financial reporting meets agency needs.

AFS Notes

Valley Metro ‐ Internal Audit
Audit Finding Follow‐Up
October 2019

Ref #

Finding Title

Dept

Finding Description

Recommendations

11

Invoice Support

Bus
Each month, the bus contractors submit an invoice(s) and supporting documentation for the invoice(s).
Operations For each contractor, there were exceptions found with the supporting documentation provided.

12

Federal
Monitoring

Bus
The three bus contracts are partially funded by federal dollars. As such, RPTA is responsible for ensuring Management should establish a
Operations that the contract activity and associated costs comply with federal rules and regulations. We identified reconciliation process for matching
three areas where federal regulations were not properly monitored.
vendor reported contract payments to
the RPTA payment records.
Additionally, the process should
include documentation of follow‐up
actions taken with the vendor and the
City of Phoenix or Arizona Department
of Transportation, as applicable.

Management should work with
contractors to ensure appropriate
support is provided with the invoices
and accurately reflect the cost
incurred and posted on the pay
applications.

Management Response

Due
Date

Responsible
Party

AFS Notes

We agree with the recommendation
8/28/2019
outlined within this finding and will take
the necessary steps to ensure appropriate
support is provided with the invoices
from the three (3) bus service providers.
A revised process has already been
established that provides supporting
documentation verifying preventive
maintenance costs with First Transit. A
similar report will also be established with
the other two contractors by the
proposed deadline.

12/2/2019

Bus Service
Delivery
Manager &
Operations
Manager,
Support &
Analysis

10/25/19 ‐ Per Bus Service Delivery Manager
• Invoice support deficiencies have been
addressed with all three contractors.
Sufficient backup documentation is now
being provided to validate PMI expenses and
State of Good Repair expenses.
• Drug testing invoices for Second
Generation were allowed on two occasions
due to grant funding that was secured which
allowed for these type of expenses to be
reimbursed as part of the state funding used
to pay for this service.
• Staff is diligently reviewing invoices to
ensure all backup documentation is included
and adds up to the amounts noted on the
invoice.
• Overall status—partially completed

8/28/2019

12/2/2019

Bus Service
Delivery
Manager &
Operations
Manager,
Support &
Analysis

10/25/19 ‐ Per Bus Service Delivery Manager
• Second Generation has been notified they
must also enter receipt of payment from
Valley Metro in the State’s DBE web portal.
Please note that Second Generation has no
other DBE requirements or goals.
• All other contractors have been notified of
deficiency and are complying with this
requirement. Staff is monitoring the Web
sites monthly to ensure accurate
information is being submitted and to
ensure compliance.
• Moving forward, PM costs reported by the
contractors are supported with proper
documentation each month.
• Overall status—partially completed

We agree with the recommendations
outlined within this recommendation.
Management will take steps with the
three (3) bus service contractors to
ensure appropriate support is provided.
Steps will also be taken with the
contractors to ensure they properly
report payments in the City of Phoenix
DBE system. In regards to the rural route
contract, there was a misunderstanding
of the reporting requirements for that
contractor (Ajo). They were never
directed to report their DBE expenses to
the DBE website. We will work with this
contractor to provide access to the DBE
website and make sure they report their
DBE paid expenses to that site each
month.
Valley Metro and its vendors report
payments to the City of Phoenix as
required by the Federal Transit
Administration. Valley Metro’s reporting
is based on the actual payments made to
vendors. While there have been no issues
with any previous FTA Triennial Review
related to reporting payments, we agree
that regular verification and
reconciliation of payments reported by
vendors would help ensure that there are
no findings in the future. The Chief
Procurement Officer will develop a
procedure for contract administrators to
reconcile vendor payments reported to
h Ci
f h
i
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Report
Date

Valley Metro ‐ Internal Audit
Audit Finding Follow‐Up
October 2019

Ref #

Finding Title

13

Contract
Obligations

14

Travel Policy
Clarification

Dept

Finding Description

Bus
Detailed review of the bus contractors pay applications showed payment for items that were
Operations reimbursed, but not identified as part the contract, change order(s) or noted within the Contract
Monitors files. Items reimbursed to the bus contractors included:
Second Generation
‐DEF fluids $6,811.93
‐Software $1,518
‐Air show service $356.64
Total Ride
‐DEF fluids $2,616.42
‐Midlife Rehabilitation $267,697
‐Data cable $674.02
First Transit
‐Software $4,214.40

Finance

Recommendations

Management Response

Management should establish a
process to document modifications to
the contract agreed upon by both
parties; file such agreements within
the contract file; and, initiate a change
order when the amounts are
necessary.

We agree with the recommendations
noted within this finding. Please note the
DEF item listed in this finding was due to
a regulatory change enacted on all new
diesel engines built beginning in 2017.
The DEF fluid is now required on all buses
with diesel engines to provide an after‐
burn treatment of the pollutants that
emit from the exhaust. In addition, the
software and cable expenses that were
reimbursed are equipment diagnosis
licenses that are required on certain bus
builds. Staff will amend each contract
noted to ensure it includes these items as
eligible expenses that can be reimbursed
to the contractor throughout the
duration of each contract.

The Travel policy:
•Encourages individuals to stay at the conference or training host hotel site. If the host hotel nightly rate
exceeds the GSA Lodging Rate Schedule, the excess host hotel rate is authorized. GSA §301‐11.303
states: “The maximum amount that you may be reimbursed under actual expense is limited to 300
percent (rounded to the next higher dollar) of the applicable maximum per diem rate.” 17 of 93 travel
instances were identified where the daily rate for lodging was in excess of the GSA published rate but
under the 300 percent cap. The rates ranged from $35 to over $100 per night above the allowed GSA
rate. Total spending on lodging for travel during fiscal year 2017 was $59,551, of which a total of $2,539
was spent in excess of GSA lodging limits (4.26%). Additionally, the Travel Authorization form states
"Hotel expenses are reimbursable up to the maximum GSA hotel rate". Also, “the traveler is responsible
for the difference in the rates." Evidence of reimbursement by the traveler of the amount in excess of
the GSA rate did not exist.
•Deﬁnes: “Agency Travel, Conference and Out‐of‐County Training form – The Valley Metro (Agency) form
used to process all authorized and budgeted Agency travel. This form requires Division Head, Chief
Financial Officer (CFO) and Chief Executive Officer (CEO) signature approval”. Of the 93 forms
completed, two Division Head signatures were found not to be present.
•Iden ﬁes one of the responsibili es of the traveler is to “submit actual post‐travel expenses with
itemized receipts and the Agency Travel, Conference and Out‐of‐County Training form to Travel
Administrator with five (5) working days after competing travel”. Of the 93 forms submitted, we found
45 forms were not submitted within five working days, based upon the date of the Expense Report.
Below is a table outlining the number of days, after travel was completed, the Expense form was dated:
2‐5 Days6‐9 Days 11‐15 DaysOver 18 Days
22 forms11 forms 5 forms
7 forms

Management should align the Travel Management concurs with the
policy intent with associated forms
recommendation. Additional clarity is
and practices. If circumstances
being added to the Travel Policy and
warrant travel to be completed in less procedures will be updated to ensure
than 21‐day of the submission the
that documentation is proper and
Agency Travel, Conference and Out‐of‐ complete.
County Training form, the policy
should reflect such verbiage. The
Travel Authorization form should be
revised to include identification if the
user is staying at the host hotel and
the rate exceeds the GSA rate.
Otherwise, revisions to verbiage
related to “hotel expense are
reimbursed up the to the maximum
GSA hotel rate; and a traveler is
responsible for the difference in the
rates” should be considered. Further
clarity should be added to the Travel
policy advising the traveler if they are
taking part in the meal provided by the
host, the per diem amount should
reflect accordingly. Travelers should be
held accountable for submission of
•States: “The Traveler will adjust the Per Diem amount for meals provided by business host or conference their Expense form within the five‐days
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Report
Date

Due
Date

8/28/2019

12/2/2019

Bus Service
Delivery
Manager

10/25/19 ‐ Per Bus Service Delivery Manager
• Contract language has been drafted for
Second Generation to clarify that expenses
noted in the audit finding are eligible for
reimbursement.
• Contract language is being drafted for First
Transit to clarify that expenses noted in the
audit finding are eligible for reimbursement.
• Revised contract language for Second
Generation has been sent to Valley Metro’s
Contracts Administrator and the legal
department for review.
• The new contract for Total Ride, effective
July 1, 2019 included language that
authorized reimbursement for the expenses
noted in the finding.
• Overall status—partially completed

4/6/2018

Pending
Next Audit

Chief
Financial
Officer

No additional follow‐up until next audit
review.

Responsible
Party

AFS Notes

Valley Metro ‐ Internal Audit
Audit Finding Follow‐Up
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Ref #

Finding Title

15

Travel Policy
Exceptions

16

Policy
Compliance –
Documented
Division Head
Approvals Not
Maintained

17

Policy
Compliance –
Insufficient/Inco
mplete
Documents
within
Cardholder
Reconciliation
Packets

Dept

Finding Description

Recommendations

Management Response

Report
Date

Due
Date

Responsible
Party

AFS Notes

After reviewing 93 travel requests, 87 instances were in compliance. In six instances, documentation
was insufficient to determine whether costs were appropriate. The six instances were:
•One traveler requested to arrive at a more distant airport and rent a car to a diﬀerent city where the
conference was held. The traveler indicated on the Travel Authorization form the arrival city would be a
savings. Additionally, a copy of the airfare cost comparison nor explanation was not included. Therefore
evidence to verify the saving was not present.
•One traveler used a more expensive vehicle op on for transporta on for a San Francisco hotel to the
Oakland airport at the end of the conference. The cost was $96. An explanation as to why this vehicle
was selected did not exist within the travel file.
•One traveler u lized the terminal parking at Phoenix Sky Harbor airport for two days. Resul ng in a
reimbursed expense of $50.00 ($25 a day) verses $22 ($11 a day). The Travel policy states: “economy
parking should always be used”. This was the travelers’ first trip for Valley Metro and was unaware of
the Travel policy parking requirements.
•One traveler purchased the CEO a $150 cket for the Rail Rodeo Awards Banquet and submi ed the
expense. The traveler did obtain the CEO approval on her Expense form; but additional approval was not
obtained from the CFO nor Board of Directors on the expense for the CEO.
•On two occasions airfare was purchased at four and six days prior to departure resul ng in fares of
$1,052.00 (Savannah GA) and $1,285.20 (San Francisco). The Travel policy states: traveler(s) are to
“submit the Agency Travel, Conference and Out‐of‐County Training Form at least 21‐days in advance to
travel so that the Travel Administrators can purchase travel at least 14‐days prior to departure”. The
travel was approved, but the reasons why these purchases were made less than 14‐days prior to
departure was not documented within the travel file.
The Travel policy states: “Extenuating circumstances may arise during travel which may require
unanticipated expenses. Whenever possible, approval should be received from the CEO and CFO prior to
incurring the expense”. Evidence to demonstrate follow‐up on unusual expenses was not maintained
Finance & Six cardholders did not have evidence of the Division Head's review/approval by means of a dated
Procurement Division Head signature for 18 monthly credit card reconciliation packets.
Four cardholders had sixteen credit card reconciliation packets that were not signed by the Division
Head, but rather a Manager with no delegation of authority paperwork applicable
One cardholder had one credit card reconciliation packet that did not have a Division Head signature.
Although notations indicating the cardholder was no longer a Valley Metro employee, no Division Head
review/approval signature was obtained
One cardholder had one credit card reconciliation packet that did not have the required Audit and
Finance Subcommittee (AFS) Chair signature

Management should require travelers
acknowledge review of the current
Travel policy on an annual basis.
Travel Administrators should
document within the travel file any
unusual requests for travel expenses
and receive appropriate approval for
such requests prior to booking.
Travelers should be required to explain
any unusual expenses incurred on the
Expense form prior to being approved
for reimbursement.

Management concurs with the
recommendation. Annual refresher
training will be provided to ensure
compliance with the Travel Policy.

4/6/2018

Pending
Next Audit

Chief
Financial
Officer

No additional follow‐up until next audit
review.

Management should expand the
policy’s training requirement beyond
the cardholders to include applicable
employees in the Agency’s credit card
transaction process. Additionally,
management should include in the
credit card transaction review process
a method to track and return credit
card packets to Division Heads who fail
to complete all policy‐required
documentation.

Management disagrees with the
recommendation. The intent of
the credit card policy is to ensure that
credit card transactions comply with the
procurement policies and procedures. It
is management’s view that a cardholder’s
manager is responsible for reviewing and
approving the cardholder’s transactions.
Management will revise the policy to
clarify that a management staff (Manager
or Director level) must review and
approve
transactions. Finance staff will confirm
that a management staff has approved
the credit card packet and return
unapproved packets to the cardholder.

2/21/2019

Pending
Next Audit

Chief
Financial
Officer

No follow‐up until next audit review.

Finance & Credit card reconciliation packets were submitted and processed without all policy required signatures
Procurement or documentation.
One cardholder’s Pre‐Approval Local Dining and Refreshments form for a credit card transaction,
totaling $113, was for a FTA meeting, did not have the CFO and CEO approval
signatures, only the Division Head signature existed.
Eight cardholders did not have the Pre‐Approval Local Dining and Refreshments forms in their credit
card reconciliation packets. Fifty‐seven credit card transactions, totaling $16,237, were for
committee/employee meetings and events. Evidence of a completed form could not be located.
Although six cardholders obtained Pre‐Approval Local Dining and Refreshments forms for 16 credit
card transactions, totaling $1,861, were for committee/employee meetings and events, cardholders did
not maintain the approval forms in their credit card reconciliation packets.

Management should expand the
cardholder’s training requirements
beyond the Credit Card, Acceptable
Use policy to include other policies
wherein credit card purchases maybe
applicable, specifically the Agency
Local Dining and Refreshments policy.
Additionally, management should
include in the credit card transaction
review process a method to track and
return credit card packets to Division
Heads who fail to complete all policy‐
required documentation.

Management disagrees with the
2/21/2019
recommendation. Complete
documentation for authorized travel or
for local dining does not need to be
included in the credit card packet, nor
should the Credit Card Administrator
review travel related charges to ensure
that they are authorized. That is all the
responsibility of the travel administrators
as described in the travel policy, or the
Controller as described in the Local Dining
policy.
Additionally, the Local Dining policy fails
to acknowledge the accepted and
longstanding practice of providing meals
at Committee and Board meetings and
inadvertently suggests that a local dining
approval form is needed for those.
Management will update the local dining
policy to clarify that standing committee
meetings are exempt from the

Pending
Next Audit

Chief
Financial
Officer

No follow‐up until next audit review.

Finance
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Overdue Items:
Ref #

Management Action

Due Date

Status/
Responsible Party

Estimated Date

1

IT Policy Revision – Asset Management

3/31/2018

In Policy Review Process

12/31/2019

2

Credit Card Policy Update – Training and monitoring

3/31/2019

In Policy Review Process

Coming Weeks

3

Credit Card Policy Update – Process update

3/31/2019

In Policy Review Process

Coming Weeks

4

Credit Card Policy Update – Transaction monitoring

3/31/2019

In Policy Review Process

Coming Weeks

5

Purchasing Files Updated – Close-out process

8/31/2019

Purchasing Manager

6

DBE Payments – Reconcile

8/31/2019

CFO

Not provided

7

Purchasing File – Periodic Review

8/31/2019

Purchasing Manager

Not provided

11/15/2019

2

Upcoming Due Dates:
Ref #

Management Action

Due Date

Status/
Responsible Party

Estimated
Date

8

Second Generation Non-compliance

12/2/2019

In Process – Bus Service Delivery
Manager

12/2/2019

9

Pay Applications Approval & Timing

12/2/2019

In Process – Bus Service Delivery
Manager

12/2/2019

10

Managing Bus Contract Costs

12/2/2019

In Process – Bus Service Delivery
Manager

12/2/2019

11

Bus Contract Invoice Support

12/2/2019

In Process – Bus Service Delivery
Manager

12/2/2019

12

Bus Contract Federal Monitoring

12/2/2019

In Process – Bus Service Delivery
Manager

12/2/2019

13

Bus Contract Obligations

12/2/2019

In Process – Bus Service Delivery
Manager

12/2/2019

14

Travel Policy Clarification

-

Pending Review by Audit

Next Travel
Audit

15

Travel Policy Exceptions

-

Pending Review by Audit

Next Travel
Audit

16

Policy Compliance Documented Approves Not
Maintained

-

Pending Review by Audit

Next Travel
Audit

17

Policy Compliance, Incomplete Documents in
Reconciliation

-

Pending Review by Audit

Next Travel
Audit
3

Reported as Remediated this Month:
Audit

# of Recs

Management Action

Travel

6

10/29/2019 Travel Policy updated
11/01/2019 Staff notified of changes
TBD
Training

Bus Service Contract Audit

2

Per Bus Service Delivery Manager,
• A letter sent to each contractor
• Revised Contract Monitoring Forms and have used since July 2019
• A revised process has been established and implemented
• Proper back-up documentation has been obtained

Contract Management Audit

3

Per the CFO,
• Finance staff are reviewing coding more thoroughly to ensure accuracy in the general
ledger.
• Contracts Administrators are reviewing the reports weekly and providing updated
information as needed.
• Procurement Managers are reviewing contract files for completeness and that the files
are stored properly to ensure retention guidelines are met.
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 6

SUBJECT
Intergovernmental Agreements, Contract Change Orders, Amendments and Awards
PURPOSE
To provide an update to the Audit and Finance Subcommittee on upcoming
Intergovernmental Agreements, Contract Amendments and Awards that will be
presented to the Boards of Directors for action. For additional background information,
the Board Information Summaries are included.
The following items will be presented to the Boards of Directors for approval:
A.

Secondary Storage Expansion Authorization

Purchase NAS equipment in the amount of $83,300.
B.

Business Analyst Contractor Position

Use funds budgeted in FY 2020 to purchase Business Analyst services in an amount
not to exceed $248,800.
C.

Market Research Services Contract Award

Execute a contract with Westgroup Research, Inc. for market research services for a
five-year contract term for an amount not to exceed $587,617.
D.

Arizona Governmental Training Services Contract Award

Execute a 3-year contract for onsite course facilitation and development with Arizona
Governmental Training Services (AGTS) not to exceed $141,665 for the period of
December 1, 2019 to December 1, 2022.
E.

Light Rail Vehicle (LRV) Gearbox/Axle Overhaul Contract Award

Execute a contract with Penn Machine Company, LLC to complete a gearbox/axle
overall program for the light rail vehicles in an amount not to exceed $3,148,000.
RECOMMENDATION
For information only.

CONTACT
Paul Hodgins
Chief Financial Officer
phodgins@valleymetro.org
602-262-7433
ATTACHMENT
Information Summaries for items listed above

Information Summary
DATE
November 7, 2019

AGENDA ITEM 6A

SUBJECT
Secondary Storage Expansion Authorization
PURPOSE
To request authorization for the Chief Executive Officer (CEO) to expend funds
budgeted in FY 2020 to purchase Network Attached Storage (NAS) equipment in
amount of $83,300.
BACKGROUND/DISCUSSION/CONSIDERATION
To reduce costs while maintaining performance, Valley Metro’s Information Technology
(IT) department uses a three-tier data storage system:
1. For mission critical, heavy-use systems, and data where responsiveness is an
important factor, a Storage Area Network (SAN) 1 is used.
2. For regularly used systems and data where responsiveness is less of a factor 2, a
less expensive and correspondingly lower performance NAS 3 is utilized.
3. For long term retention of infrequently accessed data, a low-cost, cloud-based
‘cold storage’ system 4 is used.
The IT department seeks authorization to expend funds included in the FY 2020 budget
to expand our second-tier NAS. Utilization of the second tier NAS is currently at 63%.
In the months to come, storage needs are forecasted to grow due to increased video
retention for the new Siemens light rail vehicles 5; the ramping-up of current capital
projects; and improvements in the Information Security program resulting in the
monitoring of more devices, the retention of more system logs, and the need to improve
business continuity through more comprehensive data back-ups. Addressing those
needs requires obtaining an additional storage module for the existing NAS device and
purchasing a second NAS device with all module bays filled.
The NAS equipment will be purchased from Transource Services Corp. utilizing a
cooperative contract awarded by the Arizona State Procurement Office. Purchasing
under a cooperative contract saves Valley Metro resources due to the simplified
Valley Metro uses Nimble devices from Hewlett Packard Enterprise (HPE) at $1,278 per TB
For example, vehicle incident videos, certain modelling data, security logs, etc.
3
Valley Metro uses Cohesity NAS, an HPE trusted partner, at $410 per TB
4
Valley Metro uses Microsoft’s Azure Blob Storage at $176 per TB
5
The new Siemens LRVs have more and higher-definition cameras resulting in the need to retain more and larger
video files.
1
2
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acquisition process, the cooperative purchasing power of multiple agencies, and terms
and conditions that have previously been negotiated.
COST AND BUDGET
The RPTA portion is $41,650 and the VMR portion is $41,650. All costs in FY 2020 are
included in the adopted RPTA & VMR FY 2020 Operating and Capital Budget.
Purchase
Second NAS Unit
NAS Expansion Tray

Vendor
Transource
Services Corp.
Transource
Services Corp.

Contract
State Contract:
ADSPO16-098200
State Contract:
ADSPO16-098200
Subtotal

Cost
$67,100
$16,200
$83,300

COMMITTEE PROCESS
RTAG: October 15, 2019 for information
TMC/RMC: November 6, 2019 for action
Boards of Directors: December 5, 2019 for action
STRATEGIC PLAN ALIGNMENT
This item relates to the following goals and strategies in the Five-Year Strategic Plan,
FY 2016 – 2020:
• Goal 2: Advance performance based operation
RECOMMENDATION
Staff recommends that the TMC/RMC forward to the Boards of Directors authorization
for the CEO to purchase NAS equipment in the amount of $83,300.
CONTACT
Phil Ozlin
Manager, Information Technology
602-495-8253
pozlin@valleymetro.org
ATTACHMENT
None
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 6B

SUBJECT
Business Analyst Contractor Authorization
PURPOSE
To request authorization for the Chief Executive Officer (CEO) to use funds budgeted in
FY 2020 to purchase Business Analyst services in an amount not to exceed $248,800.
BACKGROUND/DISCUSSION/CONSIDERATION
Business Analysts are professionals trained to engage with subject matter experts to
assess and document business processes to determine the functional requirements for
IT systems that support those processes. These requirements become the scope of
work for any IT system procurement and serve as the criteria for evaluating the fit of
systems proposed by vendors or the design requirements for in-house development
projects. As a result, the Project Management Institute has found that poor
requirements are the leading cause of project failure and directly correlate with project
cost over-runs. Therefore, it is critical for Valley Metro to establish accurate
requirement for all projects.
Valley Metro has no Business Analysts on staff. Over the next nine months, the agency
will be making major changes to or replacing a number of IT systems including a
security incident management system, a public arts maintenance system, a driver
infraction tracking system, it’s marketing project management system, and the
Paratransit eligibility and trip management system. As a result, staff is requesting
authorization to expend funds budgeted in FY 2020 to employ two Business Analyst
contractors through the remainder of FY 2020 to ensure accurate requirement for these
projects.
The Business Analyst contractors will be procured from Acro Service Corporation
utilizing a cooperative contract awarded by Maricopa County through the Strategic
Alliance for Volume Expenditures (SAVE) and Knowledge Services utilizing a
cooperative contract awarded by the Arizona State Procurement Office. Purchasing
under a cooperative contract saves Valley Metro resources due to the simplified
acquisition process, the cooperative purchasing power of multiple agencies, and the use
of terms and conditions that have previously been negotiated.
COST AND BUDGET
The RPTA portion is $124,400 and the VMR portion is $124,400. All costs in FY 2020
are included in the adopted RPTA & VMR FY 2020 Operating and Capital Budget. The
Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433

FY 2021 budget process will determine whether an on-going need for Business
Analysts exists. If it does, both FY 2020 and FY 2021 costs could be reduced by
converting a contractor to a full-time position.
Purchase
Business Analyst #1
Business Analyst #2

Vendor
Acro Service
Corporation
Knowledge
Services

Contract
SAVE (Maricopa):
2017139
State Contract:
ADSPO17-174599
FY 2020 Total

Cost 1
$118,400
$127,400
$248,200

COMMITTEE PROCESS
RTAG: October 15, 2019 for information
TMC/RMC: November 6, 2019 for action
Boards of Directors: December 5, 2019 for action
STRATEGIC PLAN ALIGNMENT
This item relates to the following goals and strategies in the Five-Year Strategic Plan,
FY 2016 – 2020:
• Goal 1: Increase customer focus
• Goal 2: Advance performance based operation
RECOMMENDATION
Staff recommends that the TMC/RMC forward to the Boards of Directors authorization
for the CEO to use funds budgeted in FY 2020 to purchase Business Analyst services in
an amount not to exceed $248,800.
CONTACT
Phil Ozlin
Manager, Information Technology
602-495-8253
pozlin@valleymetro.org
ATTACHMENT
None

1

Cost based on 1600 work-hours in FY 2020 per Analyst at a contract rate of $74 and $79.62 per hour respectively.

Information Summary
DATE
November 7, 2019

AGENDA ITEM 6C

SUBJECT
Market Research Services Contract Award
PURPOSE
To request authorization for the Chief Executive Officer (CEO) to execute a 5-year joint
RPTA and Valley Metro Rail contract with Westgroup Research, Inc. for market
research services in an amount not to exceed $587,617.
BACKGROUND | DISCUSSION | CONSIDERATION
In 2014, a five-year contract was awarded to Westgroup Research, Inc., for the
agency’s market research needs. Over the past five years, Valley Metro has utilized this
contract to conduct a range of surveys including biannual Rider Satisfaction surveys,
biannual Public Perception surveys, annual Transportation Demand Management
(TDM) surveys, ASU student intercept surveys, MOD grant research project, a transit
book rider feedback survey, and focus groups on Valley Metro’s website. The data
captured by these surveys shapes Valley Metro’s marketing and outreach efforts and
helps Valley Metro and the Board make informed decisions on issues and opportunities
for improvement.
The scope of work for the new contract will consist of ongoing rider satisfaction intercept
surveys, public perception telephone surveys, TDM telephone surveys, and a general
category called “ad-hoc surveys” in order to meet our future market research needs in
the areas of focus groups, intercept surveys, and telephone surveys. The Scope of
Work also includes cooperative language for potential member city use.
Valley Metro staff issued a federally compliant competitive solicitation for market
research services for a five-year contract term. On June 28, 2019, Valley Metro solicited
proposals from qualified firms for market research services.
The solicitation included the following technical and price evaluation criteria:
Evaluation Criteria
Understanding/Approach to the Scope of Services
Qualifications & Experience of the Firm
Qualifications & Experience of Assigned Personnel
Pricing
TOTAL POINTS AVAILABLE
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250 points
175 points
175 points
400 points
1,000 Points

On July 30, 2019, Valley Metro received proposals from the following Proposers:
•
•
•

OH Partners
Westgroup Research, Inc.
Moses, Inc.

An evaluation committee consisting of Valley Metro, City of Phoenix, and City of
Chandler staff were appointed to evaluate proposals in accordance with the evaluation
criteria listed above. Westgroup Research provided the highest ranked technical score
based on their understanding and approach to qualitative research methods and their
experience with market research in the transportation industry. The evaluation
committee arrived at its contract award recommendation using the best value selection
process that allows for tradeoffs and the analysis of overall cost and value to the
Agency. Under best value, the evaluation committee reached a consensus to award to
the highest total points, Westgroup Research. The proposers in their ranked order is
listed below:
Proposers by Points and Rank Order
Proposer
Technical Points
Price Points
Westgroup Research, Inc
563
295
Moses Inc
456
400
OH Partners
498
330

Total Points
858
856
828

An independent cost estimate was completed and the proposed prices have been
deemed fair and reasonable.
COST AND BUDGETThe estimated $118,225 for first year costs are included in the FY
2020 Valley Metro RPTA and VMR budgets. All future costs will be determed by the
adopted annual Valley Metro RPTA and VMR budgets. The amounts below and the
total authorization are estimates of the potential utilization of this contract not a
commitment to furture spending. The overall five-year value of the contract shall not
exceed $587,617. The amount is broken down below:
Description
Rider Satisfaction
Survey
TDM Survey
Public Perception
Survey
Ad-Hoc Surveys
Totals

FY 2020

FY 2021

$33,975
$34,250

FY 2022
$35,348

$34,935

$35,634

$26,112
$50,000
$118,225

FY 2023

$50,000
$111,047

$36,347

FY 2024

Total

$36,775

$106,098

$37,075

$178,241

$27,166
$50,000
$120,982

$50,000
$113,513

$53,278
$50,000
$123,850

$250,000
$587,617
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This pricing represents a 6% reduction in total anticipated costs as compared the
contract awarded in 2014 i.
The source of funding is a combination of Prop 400 (PTF) and Federal funds.
STRATEGIC PLAN ALIGNMENT
FY 2016 – 2020:
• Goal 1: Increase customer focus
• Goal 3: Grow transit ridership.
• Goal 5: Advance the value of transit
COMMITTEE PROCESS
RTAG: October 15, 2019 for information
TMC/RMC: November 6, 2019 for action
Boards of Directors: December 5, 2019 for action
RECOMMENDATION
Staff recommends that the TMC/RMC forward to Boards of Directors authorization for
the CEO to execute a contract with Westgroup Research, Inc. for market research
services for a five-year contract term for an amount not to exceed $587,617.
CONTACT
Jim Hillyard
Chief Administrative Officer
602-495-8234
jhillyard@valleymetro.org
ATTACHMENT
None
i

For comparison, the pricing of the FY 2014 – FY 2019 contract was as follows:

Description

FY 2015

FY 2016

FY 2017

FY 2018

Satisfaction Survey

$36,475

$37,570

$38,700

$39,860

$41,050 $193,655

TDM Survey

$33,925

$34,950

$36,000

$37,100

$38,225 $180,200

Ad-hoc surveys

$50,000

$50,000

$50,000

$50,000

$50,000 $250,000

$120,400

$122,520

$124,700

$126,960

$129,275 $623,855

Total

FY 2019

Total
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 6D

SUBJECT
Arizona Governmental Training Services (AGTS) Contract Award
PURPOSE
To request authorization for the Chief Executive Officer (CEO) to execute a 3-year
contract for onsite course facilitation and development services with Arizona
Governmental Training Services (AGTS), not to exceed $141,665 for the period of
December 1, 2019 to December 1, 2022.
BACKGROUND/DISCUSSION/CONSIDERATION
Since implementing an on-site professional development function in 2018, Valley Metro
has partnered with several training vendors including AGTS to facilitate a variety of
onsite courses available to employees at all levels in the organization. In many cases,
the course content aligns with our needs; however, there are times when the Learning &
Development Manager also works with vendor facilitators to customize courses to meet
Valley Metro’s more specific requirements, especially when a course is targeted for
specific work units. For FY20, we are partnering with AGTS to facilitate 24 sessions
covering 15 topics, seven of which will be customized. Approximately 400 learning seats
will be available to staff across the organization at an average investment of $125 per
learner. Staff would like to move from individual purchase orders to a standing contract
with AGTS to reduce the administrative effort associated with frequent purchase orders.
The estimated value of the contract is based on the prior year expenditures and
anticipated expenditures through FY23.
Fiscal Year
2020
2021
2022
2023
Total

Anticipated Spend
$29,165
$45,000
$45,000
$22,500
$141,665

AGTS services will be procured directly using a cooperative contract awarded by the
Arizona State Procurement Office. Purchasing under a cooperative contract saves
Valley Metro resources due to the simplified acquisition process, cooperative
purchasing power of multiple agencies, and terms and conditions that have previously
been negotiated.
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COST AND BUDGET
The expected spend for AGTS onsite course facilitation and development services over
the next 3 years is $141,665. For Fiscal Year 2020, the RPTA contract obligation is
$50,000 which is fully funded within the Valley Metro Operating and Capital Budget.
Contract Obligations beyond FY20 are incorporated into the Valley Metro RPTA Five
Year Operating Forecast and Captial Program FY2020 thru FY2024. The source of
funding is Prop 400.
Purchase
Facilitation and
Development Services

Vendor
AGTS

Contract
State Contract:
ADSPO18-210226
Total

Cost
$141,665
$141,665

COMMITTEE PROCESS
RTAG: October 15, 2019 for information
TMC/RMC: November 6, 2019 for action
Boards of Directors: December 5, 2019 for action
STRATEGIC PLAN ALIGNMENT
This item relates to the following goals and strategies in the Five-Year Strategic Plan,
FY 2016 – 2020:
• Goal 2: Advance performance-based operation
RECOMMENDATION
Staff recommends that the TMC forward to the Board of Directors authorization for the
CEO to execute a 3-year contract for onsite course facilitation and development with
Arizona Governmental Training Services (AGTS) not to exceed $141,665 for the period
of December 1, 2019 to December 1, 2022.
CONTACT
Penny Lynch
Director, Human Resources
602-523-6024
plynch@valleymetro.org
ATTACHMENT
None
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DATE
November 7, 2019

AGENDA ITEM 6E

SUBJECT
Light Rail Vehicle (LRV) Gearbox/Axle Overhaul Contract Award
PURPOSE
To request authorization for the Chief Executive Officer (CEO) to execute a contract
with Penn Machine Company, LLC to complete a gearbox/axle overall program for the
light rail vehicles in an amount not to exceed $2,886,000 and to establish a contract
change contingency of $262,000, for a total of $3,148,000.
BACKGROUND | DISCUSSION | CONSIDERATION
In November 2016, the Board approved the CEO to execute a contract with UTCRAS,
Inc. to complete a gearbox/axle overall program for the light rail vehicles in an amount
not to exceed $1,631,106. Since that time, staff has worked closely with the contractor
in performing the overhauls to Valley Metro’s quality standards. Unfortunately, the
contractor has continuously provided substandard workmanship leading to poor quality
overhauls. Valley Metro has spent many hours to repair the defective units that were
received from the contractor and adjusted schedules to accommodate the lack of
available gearbox and axle assemblies for use. The substandard gearbox and axle
assemblies received from the contractor has come with defective parts that were
cracked, deformed, with poor installation, and overall low quality workmanship.
After over two years of working with the contractor attempting to improve the quality of
overhauls, it has been unsuccessful. Therefore, Valley Metro has terminated the
contract with UTCRAS, Inc.
In October 2019, Valley Metro issued a public notice to execute a sole source contract
with the Original Equipment Manufacturers (OEM) of the gearbox and axle. Valley Metro
is confident that Penn Machine is able to perform the overhauls to the OEM standards.
Therefore, Valley Metro is requesting authorization to execute a contract with Penn
Machine Company, LLC to perform the gearbox/axle overhauls.
The contractor shall provide all necessary parts, materials and labor to complete the
gearbox/axle overhaul program for 50 LRVs. The cost includes overhauling and testing
the equipment to OEM standards. Valley Metro LRV maintenance personnel will remove
the gearbox/axle assemblies from the vehicles and ship to the contractor. The
contractor will overhaul the equipment and return to the Valley Metro LRV Maintenance
Facility. The purpose of the overhaul is to keep the equipment in a state of good repair
and to maintain safe and reliable operation.
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COST AND BUDGET
The gearbox/axle assembly overhaul contract for approval with Penn Machine
Company, LLC is in an amount not to exceed $2,886,000 and to establish a contract
change contingency of $262,000 for unanticipated repairs. During the overhaul process,
there may be repairs that are needed once the gearbox/axle assemblies are broken
down. These unforeseen repairs are in the scope of work and will be handled on a case
by case basis. The cost for the gearbox/axle overall program for the light rail vehicles is
included in the Valley Metro Rail Adopted FY 2020 Operating and Capital Budget.
Contract obligations beyond FY2020 are incorporated into the Valley Metro Rail FiveYear Operating Forecast and Capital Program (FY2020 thru FY2024).
The source of funding is Prop 400 and federal Section 5337.
STRATEGIC PLAN ALIGNMENT
This item relates to the following goals and strategies in the Five-Year Strategic Plan,
FY 2016 – 2020:
•

Goal 2: Advance performance based operation

COMMITTEE PROCESS
RTAG: October 15, 2019 for information
RMC: November 6, 2019 for action
Board of Directors: December 5, 2019 for action
RECOMMENDATION
Staff recommends that the RMC forward to the Board of Directors authorization for the
CEO to execute a contract with Penn Machine Company, LLC to complete a
gearbox/axle overall program for the light rail vehicles in an amount not to exceed
$3,148,000.
CONTACT
Ray Abraham
Chief Operations Officer
602-652-5054
rabraham@valleymetro.org
ATTACHMENT
None
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Information Summary
DATE
November 7, 2019

AGENDA ITEM 7

SUBJECT
Executive Session
PURPOSE
The Audit and Finance Subcommittee may vote to enter Executive Session for
discussion or consultation and for legal advice with the attorney or attorneys of the
public body and to consider its position and instruct its attorneys regarding the public
body’s position concerning matters listed on the agenda, personnel matters and
contracts that are the subject of negotiations, in pending or contemplated litigation or in
settlement discussions conducted in order to avoid or resolve litigation; all as authorized
by A.R.S. Sections 38-431.03 A.1, A.3., and A.4.
The agenda for Executive Session involves discussion and consultation regarding
performance evaluation of the Chief Financial Officer and Director, Internal
Audit. Discussion and consultation may be both with and without the Chief Financial
Officer and Director, Internal Audit in attendance.
BACKGROUND | DISCUSSION | CONSIDERATION
None
COST AND BUDGET
None
COMMITTEE PROCESS
None
RECOMMENDATION
The Audit and Finance Subcommittee may vote to enter Executive Session.
CONTACT
Michael Minnaugh
General Counsel
602-262-7433
mminnaugh@valleymetro.org
ATTACHMENT
None
Valley Metro I 101 N. 1st Ave. Phoenix, AZ 85003 602.262.7433

Information Summary
DATE
November 7, 2019

AGENDA ITEM 8

SUBJECT
Executive Session Action Items
PURPOSE
The Audit and Finance Subcommittee may take action related to items discussed as
part of the Agenda Item 7.
BACKGROUND | DISCUSSION | CONSIDERATION
None
COST AND BUDGET
None
COMMITTEE PROCESS
None
RECOMMENDATION
The Audit and Finance Subcommittee may take action related to the items discussed as
part of Agenda Item 7.
CONTACT
Michael Minnaugh
General Counsel
602-262-7433
mminnaugh@valleymetro.org
ATTACHMENT
None
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Information Summary

DATE
November 7, 2019

AGENDA ITEM 9

SUBJECT
Future Agenda Items Request and Report on Current Events
PURPOSE
Chair Arredondo-Savage will request future agenda items from members and members
may provide a report on current events.
Future Items

Item
Hardware/Software Management
External Audits:
o City of Phoenix Fare Revenue
o City of Phoenix Contract Management Risk
Assessment
o Maricopa County Paratransit
Present Comprehensive Annual Financial Reports for
acceptance
Key Budget Assumptions update
Professional Development Audit
Enterprise Resource Planning contract award
Present Annual Budgets for information
Contract Management (Specific) Paratransit
Audit Plan Areas of Concern for future Audit information
Present 5-Year Plans
Agency Credit card Audit
Travel Audit
Draft Audit Plan for information
Present Annual Budgets and 5-Year Plans for Action
Proposed Audit Plan for FY21

Month
December 2019/January 2020
December 2019/January 2020
January/February 2020
November/December 2019
February 2020
February 2020
February 2020
February 2020
March 2020
March 2020
March/April 2020
April 2020
April 2020
April 2020
April/May 2020
May 2020
May/June 2020

CONTACT
Paul Hodgins
Chief Financial Officer
602-262-7433
phodgins@valleymetro.org
ATTACHMENT
None
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