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CALIFORNIA DEPARTMENT OF TRANSPORTATION

Executive Summary

EXECUTIVE SUMMARY

WHAT IS THE PURPOSE OF THE GUIDEBOOK?

The purpose of the Guidebook is to provide infororato agencies or individuals involved
in a triennial performance audit. These agencies iadividuals may include agencies
contracting for a performance audit, agencies wualeg an audit, the auditors who
conduct performance audits, and members of theiqpudio are interested in the audit
process. The information included in the Guidebm@ntifies requirements and guidelines
that can be applied, the basic structure of thatasgecific information on reviewing
transit operators and Regional Transportation RhgnEntities and suggestions on how to
prepare and present the audit report.

WHY DO A PERFORMANCE AUDIT?

The California Public Utilities Code requires thall transit operators and Regional
Transportation Planning Entities have a trienniatf@grmance audit conducted of their
activities.

While meeting the legal requirements for conducangerformance audit is important, a
performance audit also provides an opportunity &r independent, objective and
comprehensive review of the economy, efficiency afféctiveness of the entity being
audited. The audit has other benefits, including:

* Provides management with useful information to ssgast activities and provides
insight for future planning efforts:

* Provides management with a review and evaluatianadgency's organization and
operations;

* Presents an opportunity to utilize auditor expertighich can supplement staff
work; and

» Assures accountability for the use of public funds.

WHAT IS A PERFORMANCE AUDIT?

A performance audit is a systematic process ofuatiglg an organization's effectiveness,
efficiency and economy of operation under manageémentrol. The objectives of the
audit are to provide a means for evaluating anrorgdion's performance and to enhance
the performance by making recommendations for imgmeents. The audit measures
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performance against acceptable criteria and focosesanagement's planning and control
system. In addition, the audit evaluates the aa@egof an organization's systems and the
degree of compliance with established policies mrmtedures. The evaluation results are
reported to appropriate individuals or agenciesiesting the audit or being audited, along
with any recommendations for improvements.

HOW IS A PERFORMANCE AUDITOR SELECTED?

The Regional Transportation Planning Entity is oesible for ensuring that a performance
audit is conducted and must select an auditor tfope the work. An auditor is normally
selected through a Request for Proposal processanple Request for Proposal and tips
for managing a performance audit are provided iap@dr V of the Guidebook.

WHO RECEIVES THE PERFORMANCE AUDIT?

The Department of Transportation receives copiesthef performance audits of all
Regional Transportation Planning Entities. Additittyy, the Department receives
certification from each Regional TransportationrPiag Entity that required performance
audits have been completed for all transit opesatoder the Entity's jurisdiction.

The Regional Transportation Planning Entities stioudceive and present to their
governing boards not only their own performanceitabdt also the performance audits of
all transit operators under their jurisdiction. Tdedit report should also be presented to the
officials of each audited entity. In addition, tfegort should be made available to members
of the public.
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[. INTRODUCTION

The California Public Utilities Code requires thalt transit operators and Regional
Transportation Planning Entities (RTPEs)* have iantrial performance audit of their

activities. Operators that receive funding undertice 4 of the Transportation

Development Act (TDA) are required to have a penfance audit. Those claimants that
receive funding under Article 4.5 or Article 8 am@t statutorily required to have a
performance audit; however, to enable a compreherasid objective review that serves
the benefit of both the RTPA and the transit prekidoerformance audits should be
conducted of all operators that are allocated fumpdinder TDA.

The California Department of Transportation (Dempemnt) has the responsibility to ensure
that the TDA is implemented. To assist the entitieg are required to have performance
audits conducted of their activities, the Departirteas developed the Performance Audit
Guidebook for Transit Operators and Regional Trariaion Planning Entities
(Guidebook). The purpose of this Guidebook is wsaentities involved in the conduct of
triennial performance audits in meeting the requeets of the TDA and deriving
maximum benefit from the audits.

This chapter describes the performance audit rexpant for transit operators and RTPEs.
It also discusses who should use this Guidebook, the Guidebook is organized, how it
was developed, and what its limitations are.

.1 WHAT ARE THE PERFORMANCE AUDIT REQUIREMENTS?

Public Utilities Code Section 99246(a) requirest thalransportation Planning Agency
shall designate entities other than itself, a Cpumansportation Commission, a Transit
Development Board, or an operator to make a pedooa audit of its activities and the
activities of each operator to whom it allocatesidde 4 funds. It also stipulates that the
transportation-planning agency will consult withe trentity to be audited prior to
designating the entity to make the performancetaudi

Section 99246(b) of the Public Utilities Code, stathat the performance audit shall
evaluate the efficiency, effectiveness and econoifnthe operation of the entity being
audited. It requires that the audit be conducteactordance with the efficiency, economy
and program results portion of the Comptroller Gale “Standards for Audit of

Governmental Organizations, Programs, Activitiesd aRunctions Programs.” The
performance audits must be conducted on a trienpgais pursuant to a schedule
established by the Transportation Planning Ageadgounty Transportation Commission
or a Transit Development Board (hereafter refetoels Regional Transportation Planning
Entities or RTPES) having jurisdiction over an @er.

*Regional Transportation Planning Entities incldidansportation Planning
Agencies, County Transportation Commissions, Eiaahsit Development Boards.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities
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Public Utilities Code Section 99246(c) stipulatkeattthe performance audit of the RTPE
shall be submitted to the Director of the Califaridepartment of Transportation. In
addition, it requires that the RTPE certify in wrg to the Director that the performance
audits of operators located in the area undeuitsdiction have been completed.

Public Utilities Code Section 99246(d) states tiat performance audit of an operator
providing public transportation services shall ut, but not be limited to, a verification
of the performance indicators defined in Sectio24®the Public Utilities Code. These
performance indicators include:

» Operating cost per passenger;

» Operating cost per vehicle service hour;
» Passengers per vehicle service hour;

« Passengers per vehicle service mile; and
* Vehicle service hours per employee.

Section 99246(d) also requires that the performackt of an operator providing public
transportation services include, but not be limiigdconsideration of the needs and types
of passengers being served. In addition, it requime consideration of the employment of
part-time drivers and the contracting with commanriers of persons operating under a
franchise or license to provide services duringkgeaurs, as defined in subdivision (a) of
Section 99260.2 of the Public Utilities Code. HialSection 99246(d) states that the
performance audit may include performance evalnstimth for the entire system or for the
system excluding special, new or expanded serunstisuted to test public transportation
service growth potential.

Public Utilities Code Section 99248 stipulates that operator is eligible to receive an
allocation under the TDA for any fiscal year uititttansmits reports of its performance audit
to the entity, which determines the allocationhi® dperator, and the transportation planning
agency. However, California Code of Regulationsti®eds664.5 (c) clarifies that this is
applicable only to operators that receive an allosaunder Article 4 of the Act. This must
be done for the three-year period ending one y&ar to the beginning of the fiscal year of
the proposed allocation. The RTPE is required tkenthe reporting available to interested
parties. The RTPE is also required prior to Sepeenmist of each fiscal year to provide the
Director of the California Department of Transptiota and the State Controller a schedule
of performance audits to be submitted during teeafi year and a list of all operators or
claimants who operated or commenced operationsgitire prior fiscal year.

As provided in Public Utilities Code Section 9924Bansportation Planning Agencies
have the authority to designate the auditor fofgperance audits of themselves. They also
have the authority to designate the auditor fofgperance audits of transit operators under
the Agency's jurisdiction, after consulting witketfespective operators.
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Section 99249 of the Public Utilities Code statest the cost of the performance audit
may be deemed an administrative cost of the tratepmn planning agency for the
purpose of Section 99233.1. However, the Legistaturcourages the use of funds made
available by the federal government to support suciposes.

.2 WHO SHOULD USE THIS GUIDEBOOK ?

The Guidebook is designed to meet the needs ofetlerdities, organizations and
individuals who must familiarize themselves withietmial performance audit
requirements, approaches and methodologies. Spabifi these entities, organizations
and individuals may include the following:

* Regional Transportation Planning Entities

Includes:  Transportation Planning Agencies, Couniiyansportation
Commissions, and the Metropolitan Transit DevelopinBoard.

* Transit Operators

Receive funding under Article 4 of the TDA are uggd to have a triennial
performance audit of their activities. Those clamsahat receive funding under
Article 4.5 or Article 8 are not required to haveri@nnial performance audit
under current law. However, to enable a comprekensnd objective review
that serves the benefit of both the RTPA and taesit provider, performance
audits should be conducted of all operators thatalocated funding under
TDA.

» Auditors

Who are selected to conduct triennial performaaagdits of RTPES, transit
claimants and operators; and

» Other Interested Parties

Public officials and the general public, who apa@erned with the use of public
funds for transit in California.

While the interests and focus of these groups naay,\this Guidebook provides useful
information and technical assistance to enable egup to both comply with
performance audit requirements and benefit fromahdit process and the results of
performance audits.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities
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.3  WHAT INFORMATION SHOULD BE USED IN CONJUNCT ION WITH

THE GUIDEBOOK ?

This Guidebook has been developed to assist entiti@lved in the conduct of triennial
performance audits required under the TDA. While thuidebook provides general
information regarding performance audits requiremiersuggested approaches and
methodologies, there are additional publicatioret thill provide specific information
which will be necessary in understanding, definithgg scope, and in conducting
performance audits. These publications include:

Transportation Development Act, Statutes and California Code of Regulations,

by the California Department of Transportation, iBien of Mass Transportation.
(Note: the Department updates this document annudlhis document contains
the amended statutes and related sections of tifer@& Code of Regulations as
adopted by the Department. Among the items thatdbtument contains are:

» California Government Code, Title 3, Division 3, dpter 2, Article 11,
commencing with Section 29530, establishing thealdcansportation Fund;

» California Public Utilities Code, Division 10, Pdrt, Chapter 4, commencing
with Section 99200, detailing the statutes as eubanhd amended by the State
Legislature; and

» California Code of Regulations, Title 21, Chapter Subchapter 2,
commencing with Section 6600, containing the tekttree administrative
regulations adopted by the Director of DepartmdnEransportation with the
advice and consent of the California Transportaommission.

Standards for Audit of Governmental Organizations, Programs, Activities and
Functions

2007 Revision, published by the United States Ga#rfezcounting Office and the
Comptroller General of the United States is foreshy the Superintendent of
Documents, U.S. Government Printing Office, Wastong D.C. 20402. This
document contains the following information:

» Standards for audits of government organizatiomegnams, activities and
functions;

» General standards for conducting performance guatits
» Fieldwork and reporting standards for performangdita.
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.4 HOW IS THE GUIDEBOOK ORGANIZED?

The Guidebook is organized into five major chaptensl series appendices. This first
chapter presents an overview of the Guidebook anmdinéroduction to triennial
performance audits of transit operators and RTREadso describes legal requirements
for conducting performance audits.

The second chapter defines a performance auditfifigés the major components of an
audit, discusses the flow of a performance auditwall as the major benefits to be
derived from conducting audits.

The third chapter presents the major componentpesformance audits of transit

operators. It discusses how transit operator pmdoce indicators are verified and
provides guidance on the review of major functioh$ransit operators. It also discusses
different types of transit operators, and the nded adapt performance audit
methodologies to the specific transit operator peindited. In addition, it describes the
compliance and reporting requirements for perforceaaudits of transit operators, as
well as suggested steps for following up on prioerfgrmance audit report

recommendations.

The fourth chapter discusses the conduct of pedoom audits for RTPEs. Specifically,
the various functions and activities performed bifecent types of RTPEs. It also
presents guidance on how to review these functamts activities and present findings
and conclusions. In addition, this section discsis¢®w to follow-up on prior

performance audit recommendations regarding RTREswell as how to review
compliance requirements.

The fifth chapter describes a suggested procurepracess that can be used to secure
entities to conduct performance audits of trang@rators and RTPEs. It also presents a
sample Request for Proposal that can be adaptecnbyies seeking to procure
performance audit services.

Finally, the Guidebook provides a series of Appeeslithat may be useful to better
understand and utilize the Guidebook. These Appesdinclude a listing of commonly
used acronyms, a glossary that defines key auditstand an index of key terms.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities

9



CALIFORNIA DEPARTMENT OF TRANSPORTATION

|. Introduction

.5 HOW WAS THE GUIDEBOOK DEVELOPED?

This Guidebook was updated by the TDA Working Growgmprised of statewide
representatives from RTPAs, operators, and thed@ah Department of Transportation.
Arthur Bauer & Associates and Pacific Municipal Goltants provided technical assistance.
The Guidebook replaces the “Performance Audit Giodk for Transit Operators and
Regional Transportation Planning Entities,” dataduary 1998, previously issued by the
California Department of Transportation. The eaeidebook was one of the products of
the Transit Performance Measures study projectiddim part by the California Department
of Transportation and an Urban Mass Transport#&aministration (UMTA) grant.

In developing this revised Guidebook, the followstgps were taken to meet the varying
needs and concerns of transit operators and RTirktgghout the state.

+ Establish the TDA Working Group

The California Department of Transportation esthigld a broadly represented TDA
Working Group (TDAWG) to work with the Arthur Bau&rAssociates, Inc., in the up
dating of the Guidebook. The objective of the TDAWMas to provide additional
assurance there was an awareness and understahthiegnterests and viewpoints of
agencies, groups, and individuals concerned with pinoject. Staffs providing
assistance to the project from the California Diepant of Transportation are listed in
Appendix C.

+ Conduct a Literature Search and Legal Review

Staff from Arthur Bauer & Associates reviewed thesirecenfTDA Statutes and
California_Codes of Regqulationslated January 2005, to ensure the most recent
changes in statute and California Code of Regulateere reflected in the Guidebook.
The consultant also reviewed state legislationdooant for new laws passed that
would affect the conduct of a TDA performance audit

* Input from Transit Operators and RTPEs

The consultant worked with the TDA Working Group swlicit views on
performance audits and the areas where the exiGtingebook could be improved.

10
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.6 GUIDEBOOK LIMITATIONS

This Guidebook contains sections, which cite thélieuJtilities Code, the California
Code of Regulations, and other requirements that be subject to amendment or
change. The Guidebook is useful as a referencendent) but the reader should refer to
existing statutes or codes to ensure that recemtgsds in law or regulation are considered
in developing, conducting or reviewing performaacelits.

Should the user have any questions regarding theembor use of the Guidebook, or
require additional information, the user shouldtect

California Department of Transportation
Division of Mass Transportation

State Grants Branch

P.O. Box 942874 M.S. 39

Sacramento, California 94274-0001
(916) 654-9396

Attn: TDA Program Manager

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities
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. BACKGROUND ON PERFORMANCE AUDITS

This chapter presents general background informaggarding the purpose, definition and
utility of a performance audit. Specifically, itstgibes what the benefits of a performance
audit can be and how a performance audit diffesmfa financial audit. It also discusses
the performance audit process and outlines stasdara¢onducting a performance audit.

1.1 WHAT IS A PERFORMANCE AUDIT?

The "Standards for Audit of Governmental Organmati Programs, Activities and
Functions" defines performance auditing as follows:

e A systematic process of evaluating an organizatieffectiveness, efficiency, and
economy of operation under management's control repdrting to appropriate
persons the results of the evaluation along witlcomemendations for
improvements. Its objectives are to provide a méansvaluating an organization's
performance and to enhance performance by makirgpnmmendations for
improvements. Performance auditing requires meagurihe degree of
correspondence between actual performance andtabtegriteria and focuses on
management's planning and control system. Bothatleguacy of the system and
the degree of compliance with established poliares procedures are evaluated.

The Comptroller General of the United States hélagl$seneral Accounting Office (GAO),
which conducts reviews of government programs antidiies for the federal government.
In 1972, the Comptroller General issued "Standafds Audit of Government
Organizations, Programs, Activities and Functio$tén referred to as the "yellow book."
These standards are to be followed by auditorsamgdnizations when required by law,
regulation, agreement or contract, or policy.

In 2007, the Comptroller General published an updiatrsion of the "Standards for Audit
of Governmental Organization, Programs, Activitesl Functions.” This version replaces
the 1988 publication of the Comptroller General.

Section 99246(b) of the Public Utilities Code regai that the performance audit of
transportation planning entities and operationdl gheluate the efficiency, effectiveness
and economy of the operation of the entity beingited and shall be conducted in
accordance with the efficiency, economy, and pnograsults portions of the Comptroller
General's "Standard for Audit of Governmental Orgations, Programs, Activities, and
Functions."

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amifing Entities
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1.2  WHAT ARE THE BENEFITS OF A PERFORMANCE AUDIT?

Triennial transportation performance audits areenided to provide an independent,
objective and comprehensive review of the econoefficiency and effectiveness of a
transit operator or a RTPE. These audits also geomianagement of a transit operator or a
RTPE with information to assess the contributiohsheir programs and activities in the
past three years, as well as present helpful itsigh management for use in future
planning efforts.

The results of performance audits also provide an®eof assuring legislative and

governing bodies and the public that the resouo€estransit operator or RTPE are being
economically and efficiently utilized. In this watyhe performance audit report can provide
accountability for the use of public funds and fioe actions of management, as well as
document recent achievements. The performance eepbtt results can also be used by
management of a transit operator or an RTPE talaicurrent goals and objectives, or
emphasize the need for change in certain areas.

An indirect benefit of performance audits is thedpl skills or expertise that an auditor
may bring to an audit engagement. The performandé&aa may have specific expertise
that can supplement the capabilities of the trams#trator or the RTPES' staff and provide
additional insight into the operation of currenogmams and activities, as well as useful
suggestions for improvement.

Finally, the management of transit operators and’ESI are often preoccupied with
addressing current issues or providing servicesaoday-to-day basis. The pressing
demands of operating an organization on a dailyshemn deter managers from taking a
more broad-based look at their overall goals angabibes, as well as the impact of
specific programs and activities. The triennialngjgortation performance audit affords
management the opportunity to periodically haveralependent and objective evaluation
of their organization and operations that otherwrgght not be feasible given the daily
demands of managing transportation programs ardteas.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amfing Entities
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1.3 HOW ARE PERFORMANCE AUDITS DIFFERENT FROM FINA NCIAL
AUDITS

The objective of performance auditing is to systecally evaluate an organization's

effectiveness, efficiency, and economy of operatinder management's control. The audit
report communicates the results of the evaluatiinga with recommendations for

improvements.

In contrast, the objective of financial auditingtésexpress an opinion by the independent
auditor on the fairness with which an entity's fioal statements present financial
position, results of operations, and changes imnionl position in conformity with
generally accepted accounting principles. The additeport is the medium through which
an opinion is expressed or, if circumstances regugisclaimed.

Exhibit 1.1 on the next page summarizes the mdjtierences between financial auditing
and performance auditing.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amifing Entities
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Exhibit [1.1 COMPARISON OF FINANCIAL AND PERFORMANE AUDITING

FINANCIAL AUDIT PERFORMANCE AUDIT ]

To provide an independent
view on the extent to which
transportation operators ar
RTPEs are economically
efficiently and effectively
carrying out their
responsibilities

r=Y
—

To attest to the fairness of

Responsibility financial statements.

—t

For management, oversigh

Information For third parties bodies, and the public

Retrospective and

Direction of audit Retrospective .
prospective

Performance Audit Guidebook
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1.4  WHAT IS THE STRUCTURE OF A PERFORMANCE AUDIT?

The Comptroller General's "Standards for Audit ov&nmental Organizations, Programs,
Activities, and Functions" sets forth the field Ww@nd reporting standards for performance
audits. The major steps involved in a performanaditaare shown in Exhibit I1.2. Each of
these steps is briefly described in the sectioasftilow.

Preliminary Review

An audit needs to be planned properly to ensureithaill be successful. The auditor's
responsibility in planning the audit includes defmthe audit objective and planning how
the objectives can be attained while establishibglance between audit scope, time frame
and resources.

The information needed by the auditor to plan theitavaries with the objectives set forth
in the audit agreement and activities of the enttipe audited. A preliminary review of the
entity may be made to gather information on theraVactivities of the entity and to help
identify specific audit areas. It is a process duoickly gathering information, without

detailed verification, on the entity's organizatigmograms, activities and functions. The
preliminary review also should include collectidncopies of prior audit reports and other
internal and external studies that have been cdaaeduegarding the entity being audited.

The preliminary review provides information abobe tsystems and procedures used for
managing finances and operations and for evaluatimdy reporting performance. It also
provides information about the size and scope efehtity's activities, as well as areas in
which there may be internal control weaknessescamamical or inefficient operations,
lack of effective goal achievement, or lack of cdiamce with laws and regulations. Tests
to determine the significance of such matters areerplly conducted in the detailed review
phase of the performance audit.

The Comptroller General's "Standards for Audit ofv&nmental Organizations, Programs,
Activities, and Functions" states that due professi care should be used in conducting
the audit and in preparing related reports. Dudegsional care includes follow-up on
known findings and recommendation from previousitsuthat could have an effect on
current audit objectives to determine whether prioamgl appropriate corrective actions has
been taken by entity officials or other appropriatganizations.
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Exhibit 11.2 OVERVIEW OF THE PERFORMANCE AUDIT REWHW
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Identify Functions
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» Review Functions \

» Gather Documentation
» Develop Findings Report
Preparation

 Draft Report \
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Presentation
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Report with
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Follow-up

* Make Necessary .

Changes in Report Review

* Present Final Report

« Review Status of Report
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The verification, analysis and review of the opersitperformance indicators and testing of
compliance with TDA requirements should be perfainaeiring the preliminary review
phase of the performance audit. Steps necessaaydib the performance indicators and
compliance areas will provide the auditor with aderstanding of the entity's management
systems and procedures. It will also provide infation about the entity's activities,
possible internal control weaknesses, reportingcgutares, economy and efficiency of
operations, and the extent to which the entityclieving its goals.

Detailed Review

The purpose of the detailed review phase is tooperthe work necessary to meet the audit
objectives as set forth in the audit agreement amcdestablished as the result of the
preliminary review.

The detailed review phase of the performance duditis on the results of the preliminary
review and consists of gathering sufficient, corapgtand relevant evidence to afford a
reasonable basis for the auditors' judgments amndlesions regarding the organization,
program, activity, or function under audit.

The evidence may be categorized as physical, datanye testimonial, and analytical.

Physical evidence is obtained by direct inspectiorobservation of activities of people,

property, or events. Documentary evidence consisisformation such as letters, written

policies and procedures, contracts, accountingrdscaand management information on
performance. Testimonial evidence is obtained fathers through statements received in
response to inquiries or through interviews. Ariabjt evidence includes computations,
comparisons, reasoning, and analysis of information

Report Preparation

The Comptroller General's "Standards for Audit ov&nmental Organizations, Programs,
Activities, and Functions" states that written dudeports are to be prepared

communicating the results of each performance aMdiitten reports are necessary to (a)
communicate the results of audits to officials ttlevels of government, (b) make the

results less susceptible to misunderstanding, (@kemthe results available for public

inspection, and (d) facilitate follow-up to detemaiwhether appropriate corrective actions
have been taken.

The performance audit standards provide that repame to be issued promptly so as to
make the information available for timely use bynagement, public officials and the

general public. Appropriate contents for an auefart are described more thoroughly in
Section 11.6, titled "What Are the Reporting Stardtafor Performance Audits?," which

begins on page 26.

Once the draft report is prepared, a copy shoulgrbgided to the management of the
entity being audited for its review and comment.
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Finalization and Presentation

After management has had an opportunity to reviesdva@mment on the draft audit report,
the auditor should meet with management to discassments on the report. Based on the
results of this meeting, the auditor should makg recessary changes in the audit report
and prepare the final report.

The performance audit report should document tisellt® of the audit. It also should
contain the views of responsible officials of thhgamization, program, activity, or function
audited concerning the auditors' findings, concnsj and recommendations, and what
corrective action is planned.

These views of responsible officials normally slibloé obtained in writing for significant
findings, conclusions, and recommendations affgctive audited entity. If in the auditor's
opinion the comments are not valid, the auditory miaose to state their reasons for
rejecting them. Conversely, the auditors should ifgotheir report if they find the
comments valid.

Upon the completion of the preparation of the repacluding receipt and analysis of the
views of the audited entity, the report should bespnted to the officials of the audited
entity, and in the case of reports on audits ofraoes, to the responsible RTPE, which
provides the allocation of TDA funds.

Follow-Up Review

Management of the audited entity is primarily resgble for directing action and follow-
up on recommendations. As a follow-up to the presiperformance audit, the auditor's
report should disclose the status of known but tmected significant or material findings
and recommendations from prior performance auldésdffect the current audit objective.

Public Utilities Code, Section 99244, stipulateattan RTPE should annually identify,
analyze and recommend potential productivity impraents, which could lower the
operating costs of those operators, which operalieaat 50 percent of their service miles
within the RTPEs jurisdiction. This provides an etkent opportunity for RTPESs to follow-
up on the actions taken by operators in responsecammendations that are made in prior
performance audit reports. RTPEs should apply amscrutiny to the actions which they
have taken in response to the performance audittisepf their own activities.
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1.5 WHAT ARE THE FIELD WORK STANDARDS FOR PERFORM ANCE
AUDITS?

The Comptroller General has established varioukiviierk standards for conducting
performance audits. Exhibit 1.3, on the next pagenmarizes these major standards. The
fieldwork standards are briefly described below.

Work Should be Adequately Planned

This standard places responsibility on the auditoaudit organization to thoroughly plan
an audit. This includes defining the audit objeetiand planning how the objectives can be
attained while establishing a balance between aadjpe, time frames, and staff-days to be
spent to ensure optimum use of audit resourcespt€hll and Chapter IV each contain a
suggested level of effort that may be needed topbete a typical performance audit of a
transit operator and an RTPE, respectively.

Staff Should be Properly Supervised

This standard places responsibility on the auditoauditing organization for seeing that
staff who are involved in accomplishing the objees of the audit receive appropriate
guidance and supervision to ensure that the auatik v properly conducted and that the
audit objectives are accomplished.

An Assessment Should be Made of Compliance with Apipable Requirements of
Statutes and Regulations

The audit should include an assessment of com@iavith applicable requirements of
statutes and regulations. The level of the compéaassessment conducted will vary
depending upon the scope and objectives of theopeaince audit. However, the audit
should be designed so that the audit will provessonable assurance of detecting abuse or
illegal acts that could significantly affect thed&wbjectives.

An Assessment Should be Made of Applicable Internaontrols

The auditor should make an assessment of applicaielenal controls when necessary to
satisfy the audit objectives. In audits having bgctives the assessment of the adequacy
of particular internal controls, the auditor shodkkign steps and procedures to assess the
effectiveness of the prescribed control proceduresictual control practices, and may
recommend changes where appropriate to strengtmrots.
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Exhibit 11.3 SUMMARY OF THE PERFORMANCE AUDIT FIELDNORK
STANDARDS

STANDARDS* DESCRIPTION/RATIONALE

1. Work should be adequately planned. Defines audit objectives, audit scope, time frames,
and resources.

2. Staff should be properly supervised. Staff receives appropriate guidance and supervisi
to ensure audit objectives are achieved.

Audit steps and procedures should be employed
when appropriate, to ensure adherence by the
applicable statutes and regulations.

3. An assessment should be made of
compliance with applicable laws and

regulations.
4. An assessment should be made of Audit steps and procedures should be used to
applicable internal controls. assess the effectiveness of internal control
procedures and practices.
5. Sufficient, competent and relevant Auditor judgments and conclusions should be
evidence should be obtained. supported by objective information and

documented evidence.

*Source: Comptroller General’s Office, “Governméutditing Standards, 2007”
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Sufficient, Competent, and Relevant Evidence Shoulde Obtained

The auditor will obtain sufficient, complete andesant evidence to afford a reasonable
basis for the auditors' judgments and conclusi@ganding the organization, program,

activity, or function under audit. A record of taeditors’ work is to be retained in the form

of working papers. Working papers may include tafigms, and discs. When computer-

processed data are an important or integral path@faudit and the data's reliability is

crucial to accomplishing the audit objectives, ardi need to satisfy themselves that the
data are relevant and reliable.
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1.6 WHAT ARE THE REPORTING STANDARDS FOR PERFORMAN CE
AUDITS?

The Comptroller General's Office has identified cfie reporting standards for
performance audits. Exhibit 1.4, on the next paggnmarizes these reporting standards.
Each of these standards are described separatibly following sections.

Written Audit Reports Should be Prepared

Written reports are necessary to (a) communicagerdisults of audits to officials at all

levels of government, (b) make the results lesseqithle to misunderstanding, (c) make
the results available for public inspection, angfédilitate follow-up to determine whether

appropriate corrective actions have been taken.

Reports Should be Issued Promptly

Performance audit reports should be issued promgtlyas to make the information
available for timely use by management and pubfficials, and by other interested
parties. To be of maximum use, the report mustiimely. The value of a carefully
prepared report to decision-makers may be reducéddairives too late. Therefore, the
auditor should plan for the timely issuance of sluglit report and conduct the audit with
this goal in mind.

The Report Should Include a Statement of the AudiDbjectives and a Description of
the Audit Scope and Methodology

Knowledge of the objectives of the audit, and of #udit scope and methodology for
achieving the objectives is needed by readers denstand the purpose of the audit, judge
the merits of the audit work and what is reportadd understand any significant
limitations.

Performance audit standards require the followpegHic topics to be included in the audit
report:

e Afull discussion of the audit findings, and thedd@or's conclusions;
» The cause of problem areas noted in the audit;

« Recommendations for actions to correct the problemas and to improve
operations, when called for by the audit objectives

* A statement that the audit was made in accordanite generally accepted
government auditing standards and disclose whelicapfe standards were not
followed;

« Significant internal controls that were assessdtk tcope of the auditor's
assessment work, and any significant weaknessesl fduring the audit;
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Exhibit 11.4 SUMMARY OF PERFORMANCE AUDIT REPORTINGTANDARDS

STANDARDS* DESCRIPTION/RATIONALE

1. Written audit reports Written reports communicate results for g
should be prepared. wide audience, help avoid mis-

understandings, and facilitate follow-up.

2. Reports should be issued Make audit information available for
promptly. timely use by management and other

interested officials or parties.

3. Reports should include a Statement of audit objectives and a
statement of the audit description of scope and methodology
objectives and a assist in understanding purpose and results
description of the audit of the audit.

scope and methodology.

4. Reports should be Thorough, clear and concise reports
complete, accurate, effectively communicate audit results.
objective and convincing.

5. Written audit reports Written reports should be submitted to the
should be submitted to organizations or officials requiring or
the appropnate 0ff|c|a|s arranging fOI’ the aUditS, management, a’nd

other interested parties, as appropriate.

*Source: Comptroller General’s Office, “Governméatditing Standards, 2007"
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* Notation of all significant instances of noncompta and abuse and all
indications or instances of illegal acts that corddult in criminal prosecution
that were found during or in connection with theligu

* Pertinent views of responsible officials of theamgation, program, activity, or
function audited concerning the auditors' findingspnclusions, and
recommendations, and what corrective action isr@en

* A description of any significant noteworthy accommpments, particularly when
management improvements in one area may be apliglielsewhere;

» Alisting of any significant issues needing furtiséndy and consideration; and

* A statement about any pertinent information thas veanitted because it is
deemed privileged or confidential. The nature afhsinformation should be
described, and the basis under which it is withiselould be stated.

The Report Should be Complete, Accurate, Objectiveand Convincing

The report should be written to be as clear andiseras the subject matter permits. This
will ensure that the results of the audit can beeustood by the management of the entity
receiving the performance audit, as well as byratbacerned or interested parties.

Written Audit Reports Should be Submitted by the Auit Organization to the
Appropriate Officials

The performance auditor will submit written audaports to the chief executive of the
RTPE and to the chief executive of a transit operttat is being audited. Copies of the
reports should also be sent to other officials wkey be responsible for taking action on
audit findings and recommendation and to otherbaired to receive such reports, such
as members of RTPE governing boards. Unless restrioy statute or regulation, copies
should be made available for public inspection. RIRre required to send a copy of their
performance audit reports to the Director of théf@aia Department of Transportation.
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.  PERFORMANCE AUDITS OF TRANSIT OPERATORS

This chapter describes the major work steps or ehésnof conducting performance audits
of transit operators. Specifically, it discussegeseelements that include:

» Review of compliance requirements;

* Follow-up review of prior performance audit reconmuations;
» Initial review of transit operator functions;

» Verification and use of performance indicators;

» Detailed review of transit operator functions;

* Preparation of the draft audit report; and

* Preparation and presentation of the final audibrep

The elements described in this chapter of the tepor presented as guidelines. By
utilizing these elements, the auditor conductingegformance audit of a transit operator
will ensure that the audit meets the requiremeifitshe Public Utilities Code and the

California Code of Regulations. In addition, thesiements are consistent with the
"Standards for Audit of Governmental OrganizatidAygrams, Activities and Functions,"
published by the Comptroller General.

Although these elements are distinct and serveaiatyaof purposes, an auditor should not
wait to complete one before starting another. D@agould result in repetitive interviews
and an audit which is more burdensome and timeuroimg) than necessary.

Exhibit 111.1, presented on the next page, providasoverview of the major elements in a
performance audit of transit operators. Each af¢hedements is discussed separately in the
sections presented below. In addition, this chaptrewides information regarding the
potential level of effort that may be needed todrart a transit operator performance audit.

.1 REVIEW OF COMPLIANCE REQUIREMENTS

Section 99245 of the Public Utilities Code requiaesannual certified fiscal audit of each
claimant of Transportation Development Act (TDApfls, and specifies that the report on
the fiscal audit shall include a certification thia¢ funds allocated to the claimant pursuant
to the TDA were expended in conformance with apytlie laws and rules and regulations.
Though the compliance verification requirementas a responsibility of the performance
auditor, several specific requirements are mad#héylDA and accompanying regulations
that concern issues treated in performance audits.
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Exhibit 11.1 MAJOR ELEMENTS IN A PERFORMANCE AUDITOF TRANSIT

OPERATORS
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.2 1.3
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This Guidebook includes a summary of certain kesgleance issues which are closely
related to performance audit issues. Exhibit lIpBesented on the next pages, describes
selected compliance requirements and cites thearlesection of code or regulation.

Suggested Audit Steps

This section identifies three major steps thatpgbdormance auditor may utilize to review
compliance requirements in the performance audiesé include: discussing compliance
requirements with the transit operator, documengivigence of compliance, and reporting
the results of the compliance review.

* Discuss Compliance Requirements with the OperatoiMest compliance
requirements are the direct responsibility of thperator. However, some
requirements may not be familiar to the operatmgesthe operator's compliance
may be overseen by the RTPE. The auditor will nimedhvestigate evidence of
compliance, but these discussions should enableatitBtor to gain a better
understanding of the operator's systems and proesdu

* Investigate Evidence of Compliance - Based upooudsions with the operator and
the RTPE, the auditor should determine whetherabibg evidence of compliance
is necessary. Such evidence may consist of docgmeatculated measures, or
other data. If such evidence is judged necessaeyauditor should investigate and
gather the best evidence available, taking caremtet the standards for
performance audit fieldwork described in "Standaiais Audit of Governmental
Organizations, Programs, Activities, and Functions.

» Disclose Results of the Compliance Review - Thégoerance auditor will need to
prepare a written report on the tests that wereenwidcompliance by the transit
operator with applicable laws and regulations. ddigon, the auditor must report
the results of these tests.

If the auditor finds an indication of non-complignwith any of the requirements
summarized in this section, the auditor should:

» Make a corresponding finding in the performanceitaieghort;
» Draw conclusions; and
» Make appropriate recommendations.
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Exhibit [11.2 OPERATOR COMPLIANCE REQUIREMENTS

OPERATOR COMPLIANCE REQUIREMENTS

REFERENCE

1.

10.

11.

The transit operator submitted annual reportset®FPE based
upon the Uniform System of Accounts and Records esiedoliby
the State Controller.

The operator has submitted annual fiscal and complaundits to its RTPE
and to the State Controller within 180 days followingehd of the fiscal
year, or has received the 90 day extension allowed by law.

The CHP has, within the 13 months prior to edoA €laim submitted by an
operator certified the operator’'s compliance with VehicleeC&dction 1808,
following CHP inspection of the operator’s terminal.

The operator’s claim for TDA funds is submitteddmpliance with rules an
regulations adopted by the RTPE for such claims.

If an operator serves urbanized and non-urbanieed,at has maintained a
ratio of fare revenues to operating costs at least equad tatib determined
by the rules and regulations adopted by the RTPA.

The operator’s operating budget has not increasatbby that 15% over the
preceding year, nor is there a substantial increase or decreéhsesaope of
operations or capital budget provisions for major nenedifacilities unless
the operator has reasonably supported and substantiatecitye ().

The operator’s definitions of performance measures aséstamt with Public
Utilities Code Section 99247, including (a) operating addtpperating cost
per passenger, () operating coast per vehicle service hopas@ngers pe
vehicle service hour, (e) passengers per vehicle service(fpiiatal
passengers, (g) transit vehicle, (h) vehicle service hauxgHicle service
miles, and (j) vehicle service hours per employee.

If the operator serves an urbanized area, it has nm&dtairatio of fare
revenue to operating cost at least equal to one-fifth (Z&pgr unless it is in
a county with a population of less than 500,000, irctvltase it must
maintain a ratio of fare revenues to operating cost attleast-twentieths (15
percent), if so determined by the RTPE.

If the operator serves a rural area, it has maintairegtbaof fare revenues ta
operating costs at least equal to one-tenth (10 percent).

The current cost of operator’s retirement systemilisflinded with respect t
the officers and employees of its public transportatictesy, or the operato
is implementing a plan approved by the RTPE, which wili/ffund the
retirement system for 40 years.

If the operator receives state transit assistance fundgetegor makes full
use of funds if available to it under the Urban Mass Jpartation Act of
1964 before TDA claims are granted.

Public Utilities Code,
Section 99243

Public Utilities Code,
Section 99245

Public Utilities Code,
Section 99251 B

dPublic Utilities Code,
Section 99261

Public Utilities Code,
Section 99270.1

Public Utilities Code
Section 99266

Public Utilities Code,
Section 99247
!

Public Utilities Code,
Sections 99268.2,
99268.3, & 99268.1

D

Public Utilities Code,
Section 99268,2,
99268.4, & 99268.5

o Public Utilities Code,
- Section 99271

California Code of
Regulations, Section
6754 (a) (3)
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.2 EOLLOW -UP REVIEW OF PRIOR PERFORMANCE AUDIT
RECOMMENDATIONS

"Standards for Audit of Governmental OrganizatiodRsygrams, Activities and Functions”
state that due professional care by auditors irduillow-up on known findings and
recommendations from previous audits that couldeham effect on the current audit
objectives to determine whether prompt and appatgrcorrective actions has been taken
by transit operator officials or other appropriatganizations.

To ensure that the performance audit is effectieb\aaluable, a performance auditor needs
to review and evaluate the operator's implementatid prior performance audit
recommendations. Objective assessment of improviesnpeavides assurance to the public
that the operator has made efforts to improve fficiency and effectiveness, and
strengthens the integrity of the performance goitess.

Suggested Audit Steps

This section identifies four major audit steps ttieg performance auditor may utilize to
follow-up on prior performance auditor recommenaiagi regarding a transit operator.
These steps include: obtaining and reviewing keyudeents; discussing prior audit report
recommendations with transit operator managemedtstaif and RTPE representatives;
documenting evidence of the implementation of actm prior audit recommendations;
and reporting on the results of the follow-up rewi&xhibit 111.3 on the next page, depicts
the follow-up process on prior audit report recomdagions.

* Obtain and Review Key Documents —

The auditor will need to obtain and review (a) theor performance audit

(preferably the two most recent audits), (b) anyi@a or reports issued by the
RTPE's productivity committee (if one has been l@sthed per Public Utilities

Code Section 99244), (c) any recommendations madenagement letters which
may have accompanied the operator's fiscal auatis,(d) any other performance
evaluation documents and data held by the opeoatlil PE.

* Discuss Implementation of Recommendations with Opator and RTPE —

The auditor should discuss the implementation stafueach recommendation in
the prior performance audit report with managenmsmmd representatives of the
transit operator, as well as with representativemfthe RTPE, if appropriate. In

most cases, the auditor will need to investigateleswce of recommendation

implementation, but these discussions may providenasaving basis for those

investigations. To exercise due professional ctre,auditors may use a process
that enables them to track the status of managénaations on significant or

material findings and recommendations from priodiu Such a process could
include determining whether the following actioras/é occurred:
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Exhibit 111.3 FOLLOW-UP ON PRIOR TRANSIT OPERATORHRFORMANCE
AUDIT RECOMMENDATIONS

Discuss
Recommendation
Implementation
with Transit Operator|
and RTPE

Document
Evidence of
—| Implementation of
Recommendations

Obtain and Review
Key Documents |————

Disclose Results
of Follow-Up
Review
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Implementation of RecommendationsIf implementation has been completed, the
discussion may concern (a) the effectiveness andfte from the recommendation and (b)
difficulties and costs of implementing the recomuotesion.

» Implementation In-Progress. If implementation is underway, the discussion
may address (a) the initiation date, (b) the currstatus, (c) the date
implementation is expected to be complete, andh@)difficulties and costs of
implementation.

» Implementation Not Begun. If the operator has not initiated any efforts to
implement the performance improvement recommenaatibe auditor may
want to investigate and determine whether (a) onstances have changed, and
the recommendation is no longer applicable or BEBas(b) the recommendation
was unreasonable and inappropriate at the outse{c)othe operator has
negligently or intentionally rejected a valid reaoendation. Each of these
determinations may result in a finding in the aoidst report, and appropriate
conclusions may need to be drawn and recommendatiacle.

* Document Evidence of Implementation of Recommendains —

Based upon discussions with the operator and tieERThe auditor should obtain
the best evidence verifying the implementationustadf each recommendation in
the prior performance audit report. Such evidenadjich may consist of
documents, observed practices, or other data, dhmdet the standards for
performance audit fieldwork evidence described Btahdards for Audit of
Governmental Organizations, Programs, Activitied Banctions."

» Disclose Results of Follow-up Review —

The management of the audited agency has the priragponsibility for directing
action and following-up on prior audit report reaoendations. The auditor's report
should disclose the status of known but uncorresiguificant or material findings
and recommendations from prior audits that affeetdurrent audit objective.
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1.3 INITIAL REVIEW OF TRANSIT OPERATOR FUNCTIONS

The initial review of transit operator functionsositd provide the auditor with an
understanding of the operator's characteristiaduding a familiarity with the modes of
service provided, types of service offered, and siizthe operator. It also should provide a
better understanding of the functions performedth®y operator. Each of these items is
briefly discussed in the following sections.

Operator Characteristics

A performance audit should take into consideratioe geographic and socio-economic
environment in which an operator must conduct dtsvaies. A performance audit should

also recognize the different modes of service gpdd of service provided by an operator.
This is important because there may be varyingabbgs, operating practices, and levels
of service associated with different modes or tygieservice. Thus, it is important that the
auditor be aware of these characteristics wheneweng and assessing the economy,
efficiency and effectiveness of an operator's fiomst

Each of the following sections describes one charetic that may be a helpful distinction
in analyzing operator performance: mode of servigee of service, and number of peak
vehicles operated (size).

Mode of Service

The mode of service is simply the form of servicel dype of vehicle used to
provide transportation. These modes include:

 Bus (transit/coach, van, diesel, gasoline, etc.)

* Trolley Bus (a bus powered by an external soungeh s overhead electric
lines)

* Light Rail (e.g., the San Diego Trolley)
» Heavy Rail (e.g., BART)

* Ferry

» Cable Cars

The performance auditor will verify and calculatrfprmance indicators separately
for each mode of service, in order to ensure thesistency and usefulness of the
indicators. Functional reviews of operators maydnebe conducted distinctly for
functions that are identified uniquely to each modech as service planning,
scheduling, dispatch and operations, and maintenadther functional areas are
not identified uniquely to each mode of servicer &mample: general management,
and organization, personnel management and traiamdjadministration. For these
functional areas the performance auditor may canasingle functional review for
the entire operator's organization.
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Type of Service

There are two general types of transportation serwhich may be offered:
* Fixed-Route
* Demand-Responsive.

Fixed-route services follow a predetermined ancedaled route on a regular basis. Rail,
trolley, and cable car service is always fixed-egpsince the right of way is permanent. Bus
or van service may be either fixed-route or demaasgonsive. Ferry service is usually
fixed-route since dock space is limited.

The performance auditor may verify and calculatdgomance indicators separately for
each type of service within modes. The primaryaftd this guideline is that performance
indicators for bus service should be separatedfif@d-route and demand-responsive
service. Again, as the auditor conducts the funetioreview, interpretation will be

necessary in evaluating the different responsesived for fixed-route and demand-
responsive systems.

Size of Operator

There are various measures that can be used &ratiffate among the sizes of transit
operators. One of the convenient measures thasad is the number of peak vehicles
operated. Within this measurement scale, thregyodass of operators that have been used
are:

» Small Operator -1 to 20 Vehicles
» Medium Operator -21 to 100 Vehicles
» Large Operator - 101 or More Vehicles

Vehicles used for all modes and all types of sergicould be combined in order to classify
the operator's size. Only peak vehicles should dated for purposes of assigning an
operator to a size category. Aging or unused vebjavhich may be retained by operators
for emergency use should not be counted.

Selection of performance indicators (other thanfihe required by the TDA) should be
based upon results of the functional review, naessarily upon operator size. As with the
above classifications, the auditor may need tapmét functional review results in light of
the operator's size. Size should not drive the tfanal review, however. The primary
purpose for classifying operators by size is f@oramendation development and format.
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Functions Performed by the Operator

The performance auditor may find it useful to rewiexisting documents to obtain a
general familiarity with the functions performed ly operator. Such documents may
include annual reports, short-range transit plaesyice descriptions within the regional
transportation plan, prior performance audits, @lte performance auditor also should
discuss the operator's functions with the operdoist operator functions relate to:

» General management and organization
 Service planning
» Scheduling, dispatch and operations

» Personnel management and training

Administration

Marketing and public information or
* Maintenance
At the initial review stage, the auditor shouldds®on:

» Resource commitment and level of management direcind control within a
function.

» Observations or indicators of the efficiency, efifeeness of activities performed,
and

» Whether the function is performed by the operatdrya contractor.

As the auditor identifies functions and notes theemt to which each function is
performed, specific attention should be given ® diperator's choice of those functions to
be performed and those not performed. The auditay meed to consider not just the
efficiency and effectiveness of the functions (whibe functional review concerns), but
the appropriateness of performing (or neglectingegdorm) the function in the first place.
Thus, the function identification may lead to sugjgens for organizational strategy and/or
restructuring.
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1.4 VERIFICATION AND USE OF PERFORMANCE INDICATO RS

Performance indicators are frequently used to diyaand review the efficiency and
effectiveness of a transit operator's activitiegclSindicators can provide insight on current
operations, as well as on the operator's performaver a period of time. Through the
review of performance indicators, an auditor alaa gain a better understanding of the
performance and interrelationship of the major fioms of a transit operator. For example,
Exhibit 111.4 presents an illustration of the retatship between the performance indicator
of "operating cost per vehicle service hour" argniajor functions typically conducted by
a transit operator.

Exhibit I11.4 shows that the performance indicatoperating cost per vehicle service hour"
is affected by at least four of the seven majoratoe functions. In this case, an operator's
"operating cost per vehicle service hour" is atkdcby how efficiently and effectively an
operator performs the following functions: (a) gettananagement and organization; (b)
scheduling, dispatch and operations; (c) persomm&hagement and training; and (d)
maintenance. The exhibit also shows that a singldopmance indicator should be
considered in different ways so that an auditor feéig understand and appreciate how a
transit operator conducts its business activities.

This section describes how an auditor can develg® and interpret performance
indicators. Specifically, it discusses the follogiactivities:

» Assess internal controls

» Test data collection methods

* Calculate performance indicators
» Evaluate performance indicators.

It should be noted that there are many factors daet influence a transit operator's
performance indicators. These include geograplpge tf services provided, age and type
of vehicles, and other locally specific conditiomberefore, caution should be exercised in
making comparisons between transit operators, simee may be significant differences
between operators.
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Assess Internal Controls

An auditor usually collects a variety of informatidrom a transit operator to calculate
performance indicators. To ensure that the infoilonagathered is reliable and valid, an
auditor must assess internal controls in place aadlection of performance-related

information. Specifically, a transit operator'seimtal controls are intended to do the
following:

» Provide reasonable assurance that program goalstgactives are met.
» Ensure that resources are adequately safeguardezffamently used.
» Ensure that reliable data are obtained, maintaamefairly disclosed in reports.

» Ensure that laws and regulations that are compligdby the transit operator.
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Exhibit 11.4 ILLUSTRATION OF RELATIONSHIP BETWEENA PERFORMANCE
INDICATOR AND MAJOR TRANSIT OPERATOR FUNCTIONS

Scheduling,
Dispatch,
and Operatior

Personnel
Management
and Trainnc

Service Planning

Operating Co

|

Personal
Operating “ Utilization
Direction Y| Cost Per Vehicle
and Service Hour

General Control
Management and

Organizatiol

/ Administration

Preventive and
Routine
Maintenance Costs

Marketing and
Public
Informatior

Maintenance
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The United States General Accounting Office (GA@)September 1990, published a
document entitled "Assessing Internal Controlsenfé*mance Audits.” In this document,
the GAO outlined the key steps that an auditor khose in assessing internal controls.
These include:

» Determine the significance and the sensitivitynaf program subject matter;

» Assess susceptibility of misuse of resources, railto attain objectives and
noncompliance with laws and regulations;

Identify and understand relevant internal controls;

Determine what is already known about control éifeness;

Assess adequacy of control design;

Determine through testing if controls are effectiaed

Report on internal control assessment and diseesded corrective actions.

The assessment of internal controls requires thaualitor ensure that performance data
used to calculate performance indicators are atzukowever, such an assessment will
enable the auditor to rely on information providedthe transit operator and reduce the
need for first-hand data collection or audit teetky

Test Data Collection Methods

The auditor needs to gather the following dataefwort on specific performance measures
that must be verified and presented in a performanudit. These include:

» Operating Cost;

* Passenger Count;

* Vehicle Service Hours;
* Vehicle Service Miles;

» Employee Hours; and

* Fare Revenue.

This section of the Guidebook discusses audit stepserify the performance data,

calculate TDA-required performance indicators, anthpute the fare box recovery ratio.
Each of these data elements should be gatheredasglgdor each type and each mode of
service provided by an operator. A definition otlkeaof the major terms used in this
Chapter is presented in Appendix B.
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Suggested Audit Steps

* Operating Cost

» Verify Use of Uniform System of AccountsVerify that the operator keeps
records of transit costs according to the Uniforyst&m of Accounts and
Records developed by the State Controller and #igothia Department of
Transportation. Compliance with this requirementynb@ determined by
reviewing a compliance audit report prepared byiratependent auditor
engaged by the operator in accordance with Caldo@iode of Regulations
Section 6667, the annual independent financialtaldiuld attest to the use
of the Uniform System of Accounts and Records.

» Add Costs For All Account Classes and Deduct Non-Qyating Costs.
Obtain total fiscal year expense amounts from dperacords for each cost
object class as presented in the Chart of Accdonthie Uniform System of
Accounts and Records. Verify that the total of exg®s in all object classes
equals the total expenses presented in auditedhdimareports for the
operator. To compute operating costs, deduct thereses specified in PUC
Section 99247 (a). These exclusions include (&) ioathe depreciation and
amortization expense object class adopted by tage Stontroller pursuant
to PUC 99243, (b) all subsidies for commuter railvices operated under
the jurisdiction of the Interstate Commerce Comiaiss(c) all direct costs
of providing charter service, and (d) all vehi@ade costs.

* Passenger Count

» Obtain Operator-Reported Passenger CountsObtain copies of reports
that provide a listing of passenger counts for téygorting period being
audited.

» Review Passenger Data-Gathering MethodologyObtain descriptions of
passenger count data-gathering methodology (ddiegr electronic fare
boxes, periodic sample, etc.). Determine whether tfata collection
methodology is susceptible to material error.

To ensure the accuracy of passenger data, theoawstibuld observe and verify the

passenger data collection process. If the aud@terthines there is a significant deviation

from operator-provided passenger data, the audsfoould recalculate and report

performance indicators based upon data extrapofabed a representative sample. If the

error in operator data collection appears systenfatinsistent in direction and magnitude),
the extrapolation may simply be an adjustment efdperator's data. For example, if the
sample shows that the operator consistently untie@es the number of riders by 20

percent, the auditor could adjust reported dataangviby 20 percent. In such a case, the
auditor should note the discrepancy and adjustnaarmd, should recommend a change in
procedures or practices to prevent the recurrehtteeainderestimation.
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* Vehicle Service Hours

» Obtain Operator-Reported Vehicle Service HoursObtain copies of reports that
provide a listing of vehicle service hours for tieporting period being audited.

» Verify Vehicle Service Hour Definition Used.Verify that vehicle service hours
are compiled consistently in accordance with thend®n included in the glossary
to this Guidebook.

» Review Vehicle Service Hour Data-Gathering Methodalgy. The auditor should
discuss with the operator the methods used to leagcwehicle service hours
reported. For fixed route service, the operatorukh@ccount for vehicle hours
pertaining to (a) scheduled service; (b) changesdarvice schedules; and (c)
confirmation that service was provided accordingh® established schedule, and
that notations were made of service disruptionscamtellations.

If fixed-route service hour data is unavailable has been gathered inconsistently
with the definition included in the Glossary in Apqulix B of this Guidebook, the
auditor may need to reconstruct vehicle servicer ftaia from operator records
(schedules including changes, and cancellatiordtitpogs).

Demand responsive service hours may be obtained thaver or dispatcher logs, since
scheduled hours include "deadhead" travel time, travel time before the first passenger
pick-up and after the last passenger drop-off.dimend-responsive service hour data is
unavailable, or has been gathered inconsistently thie definition in the glossary of this
Guidebook, the auditor should review a sample nfedogs to estimate a daily number of
service hours per vehicle (the estimate should dgarate for weekdays and weekend
days). The auditor can then estimate the numbeebicle service hours by multiplying
that number of daily service hours per vehiclels number of vehicles operated each day
(from dispatcher records).

* Vehicle Service Miles

» Obtain Operator-Reported Vehicle Service Miles Obtain copies of reports
that provide a listing of vehicle service miles fbve reporting period being
audited.

» Verify Vehicle Service Hour Definition Used. Verify that vehicle service
hours are compiled consistently in accordance with definition included in
the glossary to this Guidebook.

» Review Vehicle Service Mile Data-Gathering Methodalgy. The auditor
should discuss with the operator the methods wsedunt vehicle service miles
reported. Fixed route systems may maintain milaagerds for each segment
of a route. If vehicle service miles are obtainexf such records, the operator
must account for vehicle service miles pertaininga) scheduled service; (b)
changes in service schedules; and (c) confirmatian service was provided
according to the established schedule, and thattions were made of service
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disruptions and cancellations. If such records rmoe maintained, or if the
operator provides demand-responsive service, aageléog should be used to
record vehicle service miles (note that serviceesndo not include "deadhead"
miles).

If the auditor suspects material errors in vehsxevice mile data-gathering, the auditor
should review a sample of calculated mileage foowde or a sample of driver logs to the
total mileage actually traveled by the vehicle segvthe route or making the demand
responsive trips. Such total mileage for a samptiates should be obtainable from vehicle
maintenance records.

* Employees

» Obtain From the Operator a Count of Employee Hours.Obtain a count of
the number of employee hours worked which weretedldo the operator's
public transportation service.

» Verify Employee Hours and Full-Time-Equivalency Deinitions Used.
Verify that employee hours are compiled consisyentiith the definition
included in the glossary to this Guidebook. It mgportant to note that the
definition of a full-time-equivalent (FTE) employe®der the TDA is based on
a 2,000 person hours of work, while the definitimed by UMTA is based on a
2,080 person hours of work. If the operator usesffarent standard for FTE
computation, their standard should be noted.

» Review Employee Hour Data-Gathering Methodology. The operator's
payroll records are an ideal base source. Thosedeshould be supplemented
by information from cost allocation models if thpepator receives services
from other organizations. Alternatively, if acciwatumulative hour counts are
not available from payroll sources, the weekly Isoof each current employee
may be summed and adjusted for hires and sepasatigr the course of the
triennium. Auditors should avoid using a simpledwmant of employees.
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If an operator contracts with a private vendor tfr@ansportation service, it should include
contractor employee hours in the employee hourtcoun

* Fare Revenue

» Obtain Operator-Reported Fare Revenue Obtain the amount of total fiscal
year fare revenues. For calculation of the fare tewovery ratio, the auditor
will also need to obtain any fare revenue supplémede up from local funds.

» Review Fare Data-Gathering Methodology Obtain descriptions of fare data-
gathering methodology (driver log, daily cash colmyt vehicle or for the
system, electronic fare boxes, etc.). Determine thdrethe data collection
methodology is susceptible to material error. Ilfeigor's methodology is
susceptible to error, the auditor should recomnyaodedures and practices to
ensure fare data accuracy.

The integrity of the revenue data collection prgcslsould be tested by (a) dividing total
fare revenue by passenger count to obtain an avdaag per passenger, (b) sampling fare
collection data at its source (see methodology ehand (c) comparing the two figures.
Deviations may be an indicator of poor internal tcols and a vulnerability to
misappropriation of fare revenues. Note also tlak frevenues and operating costs
attributable to service extensions can be calcdlaeparately as provided by Public
Utilities Code Section 99268.8.

e Other Performance Data. A wide variety of other performance data may be
collected at the discretion of the auditor, or eguested by the RTPE. The particular
data elements should be chosen during or aftefutinetional review, as that review
may indicate areas of concern and needs for impnenéthat may be important.

» Verify Definition Used for Performance Data Item.Ensure that data gathered
by the operator are consistent with definitionsvaied within the glossary of
this Guidebook, and are also internally consistéintis important that the
definitions used to gather data are current sottfebasis for data is consistent
with prescribed standards.

* Review Data-Gathering Methodology.The auditor should discuss the methods used
to gather performance data with the operator.dfdbditor in his or her professional
opinion believes that the method of gathering éataulnerable to material error, the
auditor should estimate the data by drawing samdpl@ and extrapolating results
using commonly accepted statistical techniquessuéh a step is necessary, the
auditor should recommend that the operator imprd&ta collection methods, and
should suggest potential improved methods.
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. Obtain Data From the Operator. If, after reviewing or testing data collection
methodologies, the auditor is satisfied that therafr's data collection methods are
not susceptible to material error, the auditor &hdben request from the operator
performance data for the triennial period beingitaaid

Calculate Performance Indicators

Using the data described above, the auditor mustlede at a minimum the following
performance indicators for each fiscal year dutimgperformance audit triennium.

Suggested Audit Steps

» Calculate and Verify TDA-Required Performance Indicators. Each
performance indicator calculation consists of senglivision. The five
indicators which Section 99246(d) of the Publicliti¥s Code requires that the
performance auditor verify are:

» Operating Cost per Passenger;

» Operating Cost per Vehicle Service Hour;
» Passengers per Vehicle Service Hour;

» Passengers per Vehicle Service Mile; and
» Vehicle Service Hours per Employee.

. Calculate and Verify the Farebox Recovery Ratio.Though the fare box
recovery ratio is not a required performance indicander Section 99246(d) of
the Public Utilities Code, Sections 99268 et semjuire that the fare box
recovery ratio be calculated so that an operagbiggbility for funding can be
determined. The RTPE is responsible for calculatimg ratio annually, but the
auditor should verify the ratio. The fare box reeqgv ratio calculation and
verification are similar to that for TDA performandndicators, so it will be
treated similarly here. Again, calculation consisié simple division to
determine fare revenue as a percentage of operaistg

The five TDA-required performance indicators arébasic legal minimum.

Other performance indicators are often useful inalyming operator

performance, though the most useful indicators matybe the same for every
operator.

. Calculate Other Performance Indicators. If, during preliminary interviews,
the operator indicates a concern regarding effayigeffectiveness or general
performance, the auditor should gather data to uewal the operator's
performance in the area of concern, and shouldulzde and analyze relevant
performance indicators. Also, during the functiomaeliew, an auditor may
identify concerns over performances, which sug¢festneed to calculate and
review additional performance indicators.
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Generally, an auditor should choose to select afmilate relevant additional performance
indicators beyond the five which are required by TDA if and when: (a) the direction
and/or strength of a trend is uncertain and aduficnformation would be helpful; (b) the
auditor believes that the operator and/or RTPE do¢perceive a trend; (c) a change will
be made (or has been made during the trienniursg¢ivice quality, technology, operating
methods or management practices and a performamgieaior will allow effective
evaluation of that change's impact (it is also wis&d have a baseline against which to
measure the effect of prospective changes); (aifgignt aspects of performance within a
functional area are not captured by the five summBEDA measures, and additional
indicators will assist in the analysis of the opera performance by providing a more
complete, more accurate, or more balanced picamé;(e) the RTPE requests calculation
of an indicator. A variety of performance indicatatan be used to analyze particular
aspects of a transit operator's performance. Bxhils, on the next page, suggests various
performance indicators that may be useful in reingva transit operator's activities.

Evaluate Performance Indicators

Calculation and review of performance indicatorsymasist in guiding and focusing the
analysis of functional areas. This section dessrinethods for evaluating indicators, and
potential types of conclusions which an auditor nrapch as the auditor evaluates
indicators.

* Discuss Indicators with Operator-Since operators frequently will have calculated
the indicators themselves, this step helps valittegeauditor's work, as well as the
operator's calculation methods. More importantlg, dperator can assist the auditor
in understanding the reasons for indicator trendd magnitudes. Having this
discussion after indicators are calculated, bubiteethey are thoroughly evaluated,
can save both the auditor's and the operator's dmdeeffort. Should the auditor's
calculation of an indicator differ substantiallyofn that of the operator, the
discussion must focus on the definitions and datheaging methodology used by
each.

- Trend Analysis - The easiest and probably the most useful arsagysiauditor can
make is to compare performance indicators to tlieatmulated in prior years for the
same operator. The comparison may be made witbitrignnium, and to the prior
triennium. Though operator characteristics may gkarover time, internal
comparisons are the best way to ensure that theabodls compared measure a
similar geographic area, population, service qualdtc. Analysis of indicator
trends by the auditor also identifies improvementd declines in performance and
highlights areas for further audit investigation.
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Exhibit 111.5 SUMMARY OF SELECTED POTENTIAL

PERFORMANCE INDICATORS

GENERAL MANAGEMENT
AND ORGANIZATION

Actual expenditures/budgeted
expenditures

Administrative cost/operating
costt

SERVICE PLANNING ]

Revenue vehicle service miles/
total revenue miles

Revenue vehicle service hours/
total revenue vehicle hours
Passengers/revenue vehicle miles
Passengers/revenue vehicle hours
Scheduled overtime hours/total
scheduled hours

Scheduled hours/total operator
pay hours

Fare box revenue/operating cost

SCHEDULING, DISPATCH
AND OPERATIONS

Operating cost/revenue vehicle
mile

Operating cost/revenue vehicle
hour

Operating cost/unlinked
passenger trip

Trips on-time/total trips
Complaints/month

Missed trips/total trips

PERSONNEL
MANAGEMENT AND
TRAINING

Revenue vehicle mile/femployee
pay hours

Revenue vehicle hours/employee
pay hours

Accidents/vehicle miles
Accidents/vehicle service hours
Lost days due to industrial
accidents

{

ADMINISTRATION ]

Administrative cost/revenue
Vehicle hours

Insurance expense (premiums
and settled claim cost)/revenue
vehicle hours

Sick leave days/employee days
Turnover in staff/total number
of employees

MARKETING AND PUBLIC
INFORMATION

Marketing cost/total Admin cost
Marketing cost/revenue service
hours

Prepaid fare revenues (e.g. transit
pass sales)/total fare Revenues

MAINTENANCE ]

Mechanic pay hours/revenue
vehicle miles

Mechanic pay hours/revenue
hours

Spare vehicles (the number of
revenue exceeding the number to
provide peak service)/total
vehicles

Maintenance cost/revenue vehicle
mile

Maintenance cost/revenue vehicle
hour

Revenue vehicle miles

Roadway mechanical
failures/revenue vehicle hours
Number of missed trips (all
causes)/total number of trips
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Analyses of Performance Among Operators- It may be difficult to compare
performance indicators between operators for aetysarof reasons. The climate and
geography in locales may vary, resulting in différéuel, oil, and vehicle maintenance
costs. Population socioeconomics may also varyresdlt in differing propensities to use
public transportation, abilities to afford faresdaabilities to afford transit alternatives.
Population density and other demographics may alapy, resulting in different
alternatives to public transportation (e.g., inushan area, commuting van pools may be
viable.) Labor costs and the availability of laladso may vary. A comparison of operating
indicators may also overlook differences in theiceghcy and technology of capital
equipment (vehicles, terminal, maintenance faesitinformation systems, scheduling and
dispatch, etc.). While analysis of performance agnoperators may provide some relevant
data, extreme caution should be used in makingaaatzing such comparisons. It may be
useful to discuss planned comparisons with theatpeand the RTPE.

» Statutory and Regulatory Requirements- The TDA establishes an efficiency-
related performance standard concerning the fape rboovery ratio in Public
Utilities Code Sections 99268, et seq. Generahg, ffatio must be equal to the
operator's fiscal year 1978-79 fare box recovetip rar equal to at least 20 percent
for operators serving urbanized areas and equal least 10 percent for operators
serving rural areas.

» Potential Conclusions Concerning Indicator Variation - After calculating
indicators, analyzing trends, making any compassoand applying legal
standards, the auditor may reach the followingtbewoconclusions.

» Unusual Events.Indicators may fluctuate due to events that atéeiy to
recur, such as an earthquake (which forces mudhtagreeliance on public
transit), or an extended drivers' strike.

» Community Demographic or Socio-Economic Change<hanges within
a community may lead to increased or reduced denfandransit, or
demand for a different type of transit or differeatiting structures. Any or
all of these may affect performance indicators.

» Data Definition/Collection Changes. Indicators may vary between
triennial audits or between operators because amatpy had previously
collected incorrect data, used erroneous dataatmiemethods, or changed
indicator definitions or data collection methods éperational or technical
reasons.

» Changes In Service Quality.Changes in aspects of service other than the
quantity provided may cause significant changes parformance as
measured by the TDA indicators. For example, aashddo change from
demand-responsive to fixed route service, or tovideo late-night service
could affect indicators.
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» Changes in TechnologyChanges in performance indicators may be caused
by improvements in the efficiency of vehicles, tieeminal, maintenance
facilities, information systems, etc.

» Changes in Management and Operating Practicef?ast and prospective
changes in performance indicators may be attribeitab (or gained
through) changes in management, operations, or@&miz or some other
discretionary factor. Such a conclusion is of prynaterest during the
functional review, especially if the conclusiontieat future improvements
are possible.
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1.5 DETAILED REVIEW OF TRANSIT OPERATOR FUNCTION S

This section offers guidance for reviewing the @as functions of transit operators. Since
the functions of each operator vary, not all paftghis section will apply to all operators.
Transit operator functions can be divided intofthilowing areas:

* General Management and Organization;
» Service Planning;

* Scheduling, Dispatch and Operations;

» Personnel Management and Training;

e Administration;

e Marketing and Public Information; and

* Maintenance.

Exhibit I11.6 on the next page summarizes theseomfajnctional areas. Each of these areas
will be briefly described, and sub-functions withire areas will be noted. This section also
suggests key questions to guide the auditor inrévéiew of each functional area. The
purpose of these questions is to focus the auslige@luation; careful consideration should
be given to responses, which will vary between atmes of different sizes, operators using
different modes, etc.
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Exhibit 111.6 OVERVIEW OF POTENTIAL TRANSIT OPERAOR FUNCTIONS

General
Management and

Scheduling,
Service Planning Dispatch and
Organization

Operations

. i i » Assignment of Drivers
* Administrative Oversight Strategic Planning g

. i » Vacation Absences,
» Organizational Structure Short Range Planning Sick Leave

nd R rtin .
and Reporting ¢ Evaluation of Routes

« Assignment of Passengers to
« Planning for Special Demand Responsive Routes

Transportation Needs

* Recent Program Changes
and innovations

¢ Part-time and Cover Drivers

* Areas of Interest to » Public Participation

Management and Board « Assignment of Vehicles to

« Surveys of Riders/Non- Routes
Riders

Personnel Administration Marketing and Maintenance

Management and Public Information
Training

« Recruitment + Budgeting and MIS « Marketing and Public « Preventive Maintenance
Information . .
* Motivation » Financial and Grants « Sufficiency of Facility
Management » Communications with Other

+ Training and Safety Government Agencies * Vehicle Condition

¢ Risk Management

« Discipline * Repair Scheduling

« Contract Management

* Benefits * Parts Management

« Facility Management
¢ Communications with

« Accounts Payable Dispatch

* Procurement « Contracting Out

« Revenue Collection and « Providing Maintenance to
Cash Management Other Organizations

« Payroll
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General Management and Organization

This functional area encompasses the overall adiration of all functions within an
operator. Sub-functions include:

Administrative Oversight;

Organizational Structure and Reporting;

Recent Program Changes and Innovations;

Areas of Interest to Management and the Board; and

Communications With Other Government Agencies.

Suggested areas for review in each of the sub+furtwithin the General Management
and Organization functions are shown on the follmapage in Exhibit 111.7. The questions
included in the exhibit are not exhaustive, andatditor should consider the significance
and relevance of responses in relation to the pegierator being reviewed.
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Exhibit [11.7 GENERAL MANAGEMENT AND ORGANIZATION

FUNCTIONAL REVIEW

ADMINISTRATIVE ORGANIZATIONAL
OVERSIGHT STRUCTURE AND REPORTING
» Does operator management » Given the operator’s size, and
regularly receive, review, functions performed, is the
and act appropriately upon operator’s internal
performance and financial organization structure
information? appropriate, effective, and
efficient?
» Does the operator’'s
management regularly meet * Is managerial authority well
with, and provide clear defined throughout the
written or oral direction to, operator’s organization?

subordinates?
 Are the lines of reporting

* Has the operator’'s clearly defined,
management taken prudent communicated, complied with
and decisive action to and appropriate for the
address major problems or operator?

issues faced by the operator?
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lll. Performance Audits of Transit Operators

Exhibit 111.7 GENERAL MANAGEMENT AND ORGANIZATION

FUNCTIONAL REVIEW (continued)

RECENT PROGRAM CHANGES
AND INNOVATIONS

» Has the operator instituted any
new or substantially expanded
programs or service (especially a
new mode or type of service)?

« Are distinct data gathered
regarding the new or changed
services or programs to allow the
evaluation?

» Has the operator set goals and
objectives which are specific to th
new or changed services or
programs?

» Has the operator reviewed and
evaluated the results and
achievements of the new or
changed services or programs?

» Have the actual results been
compared with planned results an
the variances analyzed?

» Has the operator instituted any
major organizational or other
programmatic changes that do ng
directly affect service?

[¢)
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AREAS OF INTEREST TO
MANAGENMENT AND THE
BOARD

» Has the operator’s management
or governing board expressed
interest in a particular functional
area?

If so, this should be an area o©f
review during the audit?

COMMUNICATIONS WITH
OTHER GOVERNMENT
AGENCIES

» Does the operator have an
effective and positive
relationship with its RTPE? (and
with UMTA, if applicable?)

» Has responsibility for acting as
intergovernmental liaison been
clearly assigned within the
operator’s organization?

* Has the operator provided
information and cooperation
requested by peer agencies or by
the RTPE and/or UMTA?

for Transit Operators and Regional Transportatiamfing Entities
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Service Planning

This functional area concerns the operator's patjosr to serve future transit needs,
including short and long-term demand. The sub-fonstmaking up this area include:

* Strategic Planning;

Short Range Planning;

Evaluation of Existing Fixed Routes;

Planning for and Serving Special Transportationddee

Public Participation / Hearings; and
» Surveys of Riders and Non-Riders.

Service planning sub-functions are further deliedain Exhibit 111.8. The questions
included in the exhibit are not exhaustive, andatditor should consider the significance
and relevance of responses in relation to the Bpegierator being reviewed.
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Exhibit 111.8 SERVICE PLANNING FUNCTIONAL REVIEW

STRATEGIC PLANNING

SHORT RANGE
PLANNING

EVALUATION OF
EXISTING
FIXED ROUTES

» Has the operator set (an
revised, if appropriate)
clear and reasonable

goals and objectives?

Do the goals conform to
the RTPE goals and
objectives?

Has the operator
developed a plan of
actions and milestones
for achieving its goals
and objectives?

Does the operator
regularly review and
evaluate its progress

toward established goal$

and objectives?

Has the operator made
substantial progress
toward reaching its goal
and objectives?

o
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» Does the operator
actively work to identify
residential, retail, office
and industrial
development centers
which may require
transportation?

» Does the operator
analyze and project
future service needs
based upon existing
utilization?

» Does the operator plan
for financial needs and
projects?

* Does the operator
communicate regularly
with planning and
zoning agencies?

» Does the operator

regularly review
ridership on existing
routes?

Has the operator
established a “rule of
thumb” policy for
minimum ridership
levels? (Are conscious
exceptions made to such
a policy? Are any
criteria used to make
such exceptions?)

Can the operator obtain
information on the
purpose of trips made,
by route?

Is there a policy
concerning a start-up
period for new routes
before ridership is
considered stable and an
evaluation is made?
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Exhibit [11.8 SERVICE PLANNING FUNCTIONAL REVIEW

PLANNING FOR AND
SERVING SPECIAL
TRANSPORTATION

NEEDS

(continued)

PUBLIC
PARTICIPATION/
HEARINGS

SURVEYS OF RIDERS AND

NON-RIDERS

» Does the service
provided meet federal
and state requirements t
serve people with
disabilities?

» Does the operator offer
special fares to the
elderly, handicapped,
children, or others?

* What percentage of
revenue vehicles are
handicapped-accessible

* Is demand responsive
service offered to
supplement fixed route
service?

 Are special routes or
schedules offered to
patrons with special
needs?

O
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* Is the operator’'s
governing board meeting
open to the public and
publicized?

» Does the operator
conduct public hearings
before adopting route
changes, service hour
changes of public
concern?

» Are hearings held at
accessible and
convenient locations?

* Is there any citizens’
advisory board or similaf
body?

Does the operator survey
riders regarding:

- frequency of usage

transportation alternatives
original destination

satisfaction with stops,
vehicle condition, drivers,
service frequency, hours,
schedule, etc.

purpose of trip

Does the operator survey
the general public
regarding:

frequency of usage

primary means of
transportation

principal origins and
destinations of trips

purposes of trips

suggestions for transit
service which would make
the respondent more likely
to ride;

familiarity with transit
service available, routes
and schedules

response/sensitivity to
fares?

Are surveys administered
in writing or by
interviews?

Are surveys of riders
administered by drivers
and/or on buses?

Performance Audit Guidebook
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Scheduling, Dispatch and Operations

This functional area concerns the short term sdiveglof routes, drivers, and vehicles, the
daily coordination and assurance that each rougach demand-response service customer
is served, and the specific function of providingnsportation service. Depending on the
type(s) of service offered by an operator, the fsuztions in this area may include:

» Assignment of Drivers to Routes;

 Vacation, Absences, and Sick Leave;

» Assignment of Passengers to Demand Responsive foute
 Part-Time and Cover Drivers; and

» Assignment of Vehicles to Routes.

The sub-functions in the Scheduling, Dispatch amer@ions functions are displayed in
Exhibit 111.9. The questions included in the exkilare not exhaustive, and the auditor
should consider the significance and relevanceespanses in relation to the specific
operator being reviewed.
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Exhibit 111.9 SCHEDULING, DISPATCH AND OPERATIONSUNCTIONAL

REVIEW

ASSIGNMENT OF
DRIVERS TO ROUTES

VACATIONS, ABSENCES,
AND SICK LEAVE

* Are drivers allowed to
choose route assignments
(based on seniority or other
hierarchy)?

« Are drivers rotated betweer
routes periodically?

* Are there any special
requirements for drivers of
particular routes (eg: for
young children or
handicapped passengers)?

« Do drivers work a single
defined geographic zone or
a given shift?

» What effect do labor
agreements have on route
assignments?

» Are part-time drivers
eligible for vacation?

* Is vacation scheduled in
advance (are cover drivers
scheduled for the route)?

* |s there a clear and
communicated policy on
absences and sick leave
which

- requires notice prior to
when the employee was
scheduled to report to work

- promotes/rewards
employees who are
infrequently absent due to
illness

ASSIGNMENT OF
PASSENGERS TO DEMAND
RESFONSIVE ROUTE!

* Is there an effective system fd

accepting advance
reservations, and which allow:
the rejection of reservations
for a time slot after that slot is
filled?

Is there a system for making
reservations (and routing) for
repetitive customers (eg: a
kidney dialysis patient)?

Is there a system for
geographically sorting
passenger transportation
requests for any given time
slot, in order to minimize
deadhead travel as passenge
are assigned to routes? (Can
requests be sorted visually on
map)?

Has a policy been adopted
concerning how long a driver
should wait for a no-show
passenger (if at all)?

Is there a policy restricting
persons eligible for demand
responsive transportation?

=
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Exhibit 111.9 SCHEDULING, DISPATCH AND OPERATIONS

FUNCTIONAL REVIEW (continued)

PART TIME AND COVER ASSIGNMENT OF VEHICLES
DRIVERS TO ROUTES
» Does the operator employ part * Is there a method for dispatch
time drivers? to communicate with

maintenance to ensure that al
routes have been assigned
vehicles which are in good
repair?

« If not, has the operator
analyzed and estimated the
potential labor savings
available from employing part
time drivers? * Are vehicles assigned to routes

based on passenger loads?

(Does the operator use smallg

vehicles on low demand

» Does the operator employ routes)?
standby drivers, who report to

* If so, what portion of the total
number of drivers is part time?

=

* |s there a method to ensure

work ren ign . .
ork, but are not assigned to g that the vehicle assigned to a
route? .
route can be driven by the
* Does the operator employ on- driver assigned to the route
call drivers who are available (e.g.: automatic transmission,
to work but who do not report or special brakes)?

to work unless called in?
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Personnel Management and Training Function

This functional area concerns an operators rengudand management of human resources.
The sub-functions within this area include:

* Recruiting;

Motivation;

Training;

Discipline; and

Benefits.

The sub-functions in the Personnel Management amdhifig function are shown in
Exhibit 111.10. The questions included in the exhibre not exhaustive, and the auditor
should consider the significance and relevanceespanses in relation to the specific
operator being reviewed.
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Exhibit 111.10 PERSONNEL MANAGEMENT AND TRAINING

FUNCTIONAL REVIEW

RECRUITING

» Are enough drivers being
recruited to meet the
operator’s needs?

* What recruiting methods
are being used?

« Are recruits experienced
or do they require initial
training?

» Does the operator have a
affirmative action goal or
program? Is it effective?

MOTIVATION

TRAINING AND SAFETY

* What is the operator’'s
turnover rate and
experience? Why does
turnover happen?

« Are any monetary or non-
monetary incentive
programs in place?

* Are job performance
evaluations completed
regularly for all operator
staff?

Performance Audit Guidebook
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» Does the operator provide 0
arrange for initial training of
inexperienced drivers?

» Does the operator provide 0
arrange for ongoing training
for drivers? Does it meet
state requirements?

* Is specific safety training
(bus evacuation, CPR)
provided?

 Are vehicles equipped with
fire extinguishers, safety
brakes, bells for reverse, or
other safety equipment?
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Exhibit 111.L10  PERSONNEL MANAGEMENT AND TRAINING
FUNCTIONAL REVIEW (continued)

DISCIPLINE BENEFITS
« |Is there a clear, communicatefl  Are the drivers and dependents
policy regarding absences and offered life, health, dental
tardiness? insurance, vacation, sick leave,

maternity, retirement etc.?
» Does the operator have and Y

enforce a drug/alcohol policy? » Do benefits differ for full-time
Does the policy conform to and part-time drivers?
applicable federal and state

requirements? + How are benefits described

and availability communicated

* Is there a defined, progressive to personnel?
(eg: warning, suspension,
termination) disciplinary
policy?

» Does the discipline policy
conform with labor
agreements?
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Administration

This functional area includes business and sugaovtices, which are necessary for almost
any organization to continue operating and perfogmis primary functions. The sub-
functions in this area include:

» Budgeting and Management Information Systems;

Financial and Grants Management;

Risk Management and Insurance;

Contract Management;

Facility Management;

Revenue Collection and Cash Management; and

Payroll

Accounts Payable;

Procurement;
* Internal Audit;

Sub-functions in the Administration function arsmlayed in Exhibit 111.11. The questions
included in the exhibit are not exhaustive, andatditor should consider the significance
and relevance of responses in relation to the Bp@gerator being reviewed.
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INFORMATION SYSTEMS

BUDGETING AND
MANAGEMENT

» Can and does the operator
regularly compare its
budgeted expectations with
actual revenue and
expenses?

Are substantial excesses
over budgeted expenses
approved by the operator’s
general manager or
governing board?

Does a system exist which
provides accurate and timel
performance and financial
data to the operator’'s
management and governing
board? (Data such as those
making up TDA-required
performance indicators and
additional indicators
discussed elsewhere in this
Guidebook, as well as
detailed expenditure and
revenues data. Data should
be available by route).

Does the operator have
appropriate data processing
equipment and softwaPe

lll. Performance Audits of Transit Operators

Exhibit [11.11  ADMINISTRATION

FINANCIAL AND GRANTS
MANAGEMENT

RISK MANAGEMENT AND

INSURANCE

* Is grant application and
compliance responsibility
clearly assigned within the
organization?

» Has the operator lost any
grants (eg, inadvertently
failed to file required forms
or data, become otherwise
ineligible, etc.) or neglected
grant opportunities? (Why?
What might prevent this
from happening in the
future)?

Does the operator have a
procedure for processing
accident and injury claims?

Has the operator considereq
self insurance or joining a
self insurance pool?

Does the operator have an
appropriate or required
amount of liability
coverage?

Does the operator
periodically review or have
reviewed the safety of its
operating practices?

Is someone on the operator
staff responsible for
proactive safety/loss
prevention initiatives?

Does the operator have a
current disaster preparedne
and response plan?

(72
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Exhibit 111.11 ADMINISTRATION (continued)

CONTRACT MANAGEMENT

Are contract management
responsibilities clearly
assigned within the
organization?

» Does the contract
administrator regularly
monitor performance (both
quantity and quality of
service)? Is performance
linked to contract progress
payments?

* If required, have contracts
been approved by the
operator’s governing board?

* Do contracts have a limited
and defined term, a clearly
specified scope of work, and
an explicit price for goods o
services?

 Are controls over changes i
scope adequate?

Performance Audit Guidebook

FACILITY MANAGEMENT

» Has the operator considereq
contracting out for facility
management (janitorial,
grounds keeping, building
maintenance and repair,
copier and computer
maintenance, etc.) of its
office, shop, terminal, and/o
bus stops?

* Are facility management
responsibilities clearly
assigned within the
operator?
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Exhibit 111.11 ADMINISTRATION (continued)

REVENUE COLLECTION
AND CASH MANAGEMENT

Are on-vehicle fare
collection mechanisms
appropriately secure, given
the amount of fares
collected? (Does the driver
have access? Does the
person removing fares from
the bus have access)?

Obtain and evaluate any
recent studies of fare
collection practices.

Are bank deposits reconcilefd
back to driver or fare box
reports of revenue?

Are cash receipts for pass
sales reconciled back to the
number of passes issued?

Is there appropriate security|
surrounding fare and pass

sale cash receipts as they are

counted, stored, and
deposited?

Are operator banking
records (deposits and
checks) reconciled to bank
statements?

Is substantial excess cash
invested prudently and in
accordance with regulations|

)

PAYROLL

Do employees submit
timesheets as a basis for
payroll?

Is there a secure database (
employee records, pay rate,
benefit selections, and othel
key data?

Is there an appropriate
method for changing
personnel and payroll data?

Are payroll checks
approved/signed by someor
other than the person who
prepares them?

Has the possibility of direct
payroll deposit been
investigated?

of
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Exhibit 111.11 ADMINISTRATION (continued)

ACCOUNTS PAYABLE

Is the receiving function
separate from the purchasing
authorization function and
separate from the disburseme
authorization function?

Are invoice items, quantities
and prices verified against
approved purchase orders?

Is there a system which
ensures goods, or services
have been received before an
invoice is paid?

If petty cash is maintained, arg
receipts required in order to
replenish petty cash, and is
petty cash reasonably secure

nt
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PROCUREMENT

INTERNAL AUDIT

» Have practices, policies or

procedures been established
controlling purchasing
authority?

Do procurement practices
conform to UMTA and State
or local requirements?

Are purchasing policies and
procedures regarding
competitive bids, quotes and
contracting well defined and
appropriate?

Are purchases above a certai
amount reviewed against
budget authorization?

Does the operator
competitively procure fuel,
vehicles, and other items of
major expense, or does the
operator cooperate with other

organizations, which purchase

similar items?

» Does the operator have an

internal audit function? If an
internal audit function exists,
consider the following:

Does the internal audit activity
conduct audits in accordance

with the Comptroller General's

“Standards for Audit of
Governmental Organizations,
Programs, Activities, and
Functions™? If so, are the
general standards for
continuing education and
quality reviews met?

Is the internal audit function a
an appropriate organizational
level to ensure its
effectiveness?

Review how the annual audit
work plan is developed. Doeg
management and the
governing Board provide inpu
to the plan?

Review recent internal audit
reports and determine if actiof
was taken on
recommendations.

b
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Marketing and Public Information

This functional area concerns an operator's mangedind public information effort and
communication activities within its jurisdictionh& sub-functions within this area include:

» Marketing; and
» Public Information.

The sub-functions in the Marketing and Public Infation function are shown in Exhibit
[11.12. The questions included in the exhibit aret exhaustive and the auditor should
consider the significance and relevance of resgonseaelation to the specific operator
being reviewed.
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Exhibit [11.12 MARKETING AND PUBLIC INFORMATION

PUBLIC INFORMATION MARKETING

» Does the operator have a
system for accepting,
responding directly to, and
summarizing complaints
(from riders, residents near

* Does the operator effectively stops, drivers of other
respond to telephone inquiries vehicles, etc.)?
regarding service?

» Does the operator publish anc
distribute schedules and
descriptions of service to
potential and current riders?

* Is performance and survey
data analyzed to develop
goals and target market?

» Have targets, goals and plang
been developed to aid
marketing efforts and promote
ridership growth?

» Has the operator conducted an
advertising and promotion
campaign other than
publishing a schedule?

* Is the public’s perception and
opinion of the operator
generally positive, negative,
neutral, or unformed?

» Does the operator
communicate effectively with
schools and employers to
promote transit services?
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Maintenance

This functional area consists of the maintenanak rapair of the operator's vehicles and
other capital assets directly related to providimagsportation (rail track and right-of-way,
overhead trolley lines, etc.) Maintenance of otequipment and facilities is included
above in Administration. The sub-functions in thiea include:

* Preventive Maintenance;

« Sufficiency of Facility;

* Vehicle Condition;

* Repair Prioritization and Scheduling;

» Parts Procurement and Management;

» Communications With Dispatch;

» Contracting Out; and

* Providing Maintenance to Other Organizations.

The sub-functions in the Maintenance function argpldyed in Exhibit 111.13. The
guestions included in the exhibit are not exhaestand the auditor should consider the
significance and relevance of responses in relatidhe specific operator being reviewed.
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Exhibit [11.13 MAINTENANCE FUNCTIONAL REVIEW

PREVENTIVE
MAINTENANCE

Is a preventive maintenance
schedule in place?

Does the maintenance
schedule conform with the
manufacturer’'s recommended
schedule?

Can compliance with the
schedule be easily judged?

Does maintenance conflict
with regular vehicle use?

Does the operator identify
repairs that are covered by a
manufacture’s warranty?

If so, are the warranty
adjustments appropriate?

SUFFICIENCY OF FACILITY

* Is the facility capable of
accommaodating the types of

repairs, which are not sent out?

* Is it capable of
accommaodating those which
are sent out?

* Is the number of bays and liftg
sufficient for the number of
vehicles?

* |s there an office area for
administration staff and
records?

* Is the facility suited to all
aspects of maintenance
performed (considering
effectiveness, efficiency and
safety)?

[?
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lll. Performance Audits of Transit Operators

MAINTENANCE FUNCTIONAL REVIEW (cotinued)

VEHICLE CONDITION

* How old are the vehicles?

* How many miles do
vehicles have on average?

* |s there a vehicle
replacement program in
effect?

REPAIR PRIORITIZATION
AND SCHEDULING

* Is there a procedure to ensurg
that unsafe buses aren’t used

* Is there a procedure to ensurg
that the most critically needed
types of vehicles are repaired
first?

* Is the backlog of repairs and
preventative maintenance
unreasonably large or small?

¢ |s idle time for maintenance
personnel or vehicle
excessive?

~NJ

PARTS PROCUREMENT AND
MANAGEMENT

» Are parts inventories sufficien
to minimize vehicle
downtime?

» Are inventories excessive
(especially for bulky or
expensive items)?

* Are parts inventories of
“attractive” items physically
secure from pilfering?

* Have targeted inventory and
reorder levels been establishg
for common or high usage
items?

[
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Exhibit 111.L13  MAINTENANCE FUNCTIONAL REVIEW (cotinued)

COMMUNICATION WITH
DISPATCH

CONTRACTING OUT

PROVIDING MAINTENANCE
TO OTHER ORGANIZATIONS

* Is maintenance notified
promptly of breakdowns?

+ Does maintenance schedule
vehicles for maintenance or
repair, and communicate the
schedule to the dispatcher?

* Does maintenance notify the
dispatcher when a repair of a
vehicle is complete?

Is there a policy on contractin
out for maintenance and repa
work?

Does the operator contract
out?

If so, is the contract with a
private firm, another operator,
another public agency, or
other?

If so, how are the contracts
awarded?

If so, how are the contracts
monitored?

=
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» Does the operator have accegs
maintenance capacity?

» Do other public or private
organizations contract with the
operator to maintain and repa
their vehicles?

D
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* Are other suitable
organizations nearby?
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1.6 PREPARATION OF DRAFT AUDIT REPORT

The preparation of the draft report is a critickneent of the performance audit process.
The audit report permanently documents the audiilt® and is widely distributed among
concerned parties. One of the objectives of perdmee auditing is to assist management in
improving operations. Thus, the performance auuiugl strive to present audit findings,
observations, conclusions, and recommendationgoséive and straight-forward manner.

The content of the audit report may vary dependipgn the scope, approach and
complexity of the performance audit. However, tbkofving items illustrate elements of a
performance audit report that may be appropriatese include:

» Letter of Transmittal —

Official letter that transmits the completed pemiance audit from the auditor to
the responsible agency receiving the final report;

* Table of Contents—

Presents a listing of the chapter headings an@msactions in the performance
audit report and the associated page numbers;

* Executive Summary—

A brief summary of the most important findings ad¢ommendations developed
during the performance audit;
* Introduction —

Provides background information that is useful mderstanding the entity being
audited, as well as the manner in which the audg wonducted. This section must
include the following information:

» The transit operator's organization, budget, stgféind services provided;
» Legal requirements that pertain to the audit;

» The scope, approach and methods used in condubgraudit; and

>

Any limitations regarding how the audit was perfedror the information
presented in the report.
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* Audit Results —

This section of the audit report should preserditézt findings in each of the major
areas of the performance audit including:

>
>

>
>
>

Results of the compliance review;

Results of the review of the implementation of priaudit report
recommendations;

Results of the verification of performance auddigators;
Results of the detailed functional review of thansit operator; and
Other pertinent information.

* Conclusions and Recommendations —

A summary of the major issues or concerns ideutifie the audit report and the
specific strategies and/or recommended solutionsaddress these issues or
concerns.

Once the draft audit report is prepared, it mussbemitted to the RTPE and the
management of the transit operator being audited.
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1.7 PREPARATION AND PRESENTATION OF FINAL AUDITR EPORT

After the draft audit report has been submittetheoRTPE and the transit operator has had
sufficient time to review and provide comments dn the auditor will meet with
representatives of the RTPE and the transit opetatdiscuss their concerns. The auditor
will consider these concerns and determine if angnges are necessary to the factual
content of the report, or the audit conclusions mmdmmendations.

Once the auditor has met with the RTPE and trapstator representatives, and made any
necessary changes to the draft report, the audhould finalize the audit report and
transmit it to the RTPE, as well as forwarding pycto the transit operator. In addition, the
auditor may be asked by the RTPE to make a formedgmtation of the results of the
performance audit to the RTPE's or operator's gongrboards, or other appropriate
groups.

1.8 LEVEL OF EFFORT FOR A PERFORMANCE AUDIT

It is difficult to establish a standard in termshafurs of time, that it will take performance
auditors to complete an audit. Ultimately, the levkeeffort will be determined based on
the size and complexity of the transit operatongeiudited, the scope of the audit, and the
need for detailed audit fieldwork within specifgsue areas.

To assist the users of this Guidebook, ExhibiiL#l].presented on the next page, displays a
sample range of hours it may take a performancaaud conduct a triennial performance
audit of different size transit operators. Whilegh ranges are only suggested ranges, they
may be useful to RTPEs in planning the scope anghinale of performance audits. In
addition, this information may be useful in determg the potential cost of the
performance audit.
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Exhibit 111.14 SAMPLE RANGE OF HOURS TO CONDUCT ARANSIT OPERATOR

PERFORMANCE AUDIT

Audit Phase Operator*
Small Medium Large

Preliminary Survey
« Start-up and background 5-10 10-20 20-40
* ldentify functional areas 5-10 10-15 15-40
* Review and verify performance indicators 5-20 300- 10-100
» Test compliance requirements 5-10 10-20 20-120
Summarize and Define Scope and 5-10 5-10 10-25
Objective of Detailed Review
Detailed Review
* Review functional area 5-10 10-15 15-120
* |dentify areas with potential for improvement 5-10 10-20 20-140
» Develop audit findings 5-10 5-30 30-200
* Discuss findings with management 5-10 5-10 -180
Reporting
» Develop draft report 10-20 10-20 20-100
* Review and management 5-10 5-10 10-20
* Finalize and issue report 5-10 10-15 15-80
Total 65-140 100-215 002000

* Small operator - 20 vehicles or less

Medium operator - greater than 20 vehicles buthmate than 100 vehicles

Large operator - greater than 100 vehicles
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IV. Performance Audits of Regional Transportatikianning Entities

IV. PERFORMANCE AUDITS OF REGIONAL TRANSPORTATION
PLANNING ENTITIES

This chapter describes the major components ofopaegnce audits of Regional
Transportation Planning Entities (RTPEs) and ttieeidint types of agencies that serve as
RTPEs. In addition, it discusses the review of clemge requirements for RTPEs, the
follow-up of prior performance audit report recommdations, the identification and review
of transit-related functions and activities of REPEhe preparation of a draft report, and
the preparation and presentation of a final report.

There are various major elements that may be iedwts part of a performance audit of
RTPEs. The elements suggested in this chapterwadelmes which will help the auditor
ensure that the performance audit of a RTPE méetsrdquirements of the California
Public Utilities Code and the California Code ofgRktions and ensure that the audit is
consistent with "Standards for Audit of Governmé@aganizations, Programs, Activities
and Functions," published by the Comptroller Gendexhibit 1V.1 on the next page,
presents an overview of the major elements in Bopaance audit of RTPEs. Each of these
elements is discussed separately in later seabibtigs chapter.

V.1 INITIAL REVIEW OF RTPE FUNCTIONS

The initial review of the RTPE's functions shouldoyde the auditor with an
understanding of the RTPE's characteristics, agihsp of the functions performed by the
RTPE. The auditor should plan interviews and infation requests carefully at this stage
in order to minimize the disruptive effect upon tngdited entity and its staff. Such initial
planning should anticipate this initial review, tF@low-up of prior performance audit
recommendations, and the compliance review.

RTPE Characteristics

At an early stage of the audit, the auditor wiledeto identify the RTPE's organization

type. A RTPE is an entity or policy committee, whis responsible for development of a

regional transportation plan. The RTPE may derivehsresponsibility from statute, or as

delegated by local government(s) in cooperatiom wie State pursuant to a memorandum
of understanding. The State Director of Transpmmatiesignates various agencies to be
Transportation Planning Agencies (TPAS) pursuarBtwernment Code Sections 29532,
et. seq. These include the following RTPES:

» Transportation Planning Agencies-Including multi-county, Statutory Agencies,
Councils of Governments, and Local Transportatioom@issions as defined
below:

» Multi-County, Statutory Agencies - If a county is within the jurisdiction of a
multi-county, statutorily created, comprehensivegioral transportation
planning agency, then that agency will be desighatethe RTPE.
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Exhibit IV.I MAJOR ELEMENTS IN A PERFORMANCE AUDITOF RTPES

V.1

Initial Review of
RTPE Functions

V.2 V.3
Review of Complianc .| Follow-up of Prior

Requirements "| Performance Audit
Recommendatior

v
V.4 V.5

Detailed Review Preparation of
of RTPE Functions

Draft Report

v
V.6

Preparation and

Presentation of Final
Report
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» Councils of Governments- Section 29536 of the Government Code defines

instances in which a council of governments willdesignated as the RTPE.

In addition to those councils organized under Girat (commencing with
Section 6500) of Division 7, Title 1 of the Goveram Code, certain regional
planning districts, area planning commissions anhcils, and planning districts
may serve as councils of governments for TDA pugpo$ection 6640 of the
California Code of Regulations details the statutauthorities under which a
council of governments may be created.

» Local Transportation Commissions- If a county is not within the jurisdiction of
a statutorily created TPA or within the jurisdictiof a council of governments,
then a local transportation commission is estabtishy Section 29535 of the
Government Code, and will be designated as the spatation Planning
Agency. Additionally, if there is a council of gawenents within the county, but
the majority of cities, which include at least 56rgent of the incorporated
population within the county, elect to form a lo¢ednsportation commission,
than that local transportation commission will lesignated as the Transportation
Planning Agency.

» County Transportation Commissions- Statutorily created, comprehensive regional
planning agencies that include the county tranafiort commissions in the counties
of Los Angeles, Orange, Riverside, Ventura and Bamardino which will not be
designated as the Transportation Planning Agernchéoarea under its jurisdiction.

* Metropolitan Transportation Development Board - Statutorily created transit
development board that are allocated funds foisprariation planning in San Diego
County.

No monies may be allocated from the local trangior fund except by a TPA which has
been designated by the State Director of Transpamtan a memorandum of understanding.
Further, no city may receive local transportatiemd® moneys unless it is within the
jurisdiction of a statutorily created RTPA, or ttigy is a member of a locally created TPA,
or the city establishes a single purpose locabprartation commission pursuant to the TDA.

Functions Performed by the RTPE

During the initial review, the auditor should dissithe RTPE's characteristics and functions
with the RTPE's management and governing board BRtictions may include:

* RTPE Administration and Management;

» Transportation Planning and Regional Coordination;
 Claimant Relationships and Oversight;

» Marketing and Transportation Alternatives; and

» Grant Applications and Management.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities

87



CALIFORNIA DEPARTMENT OF TRANSPORTATION
IV. Performance Audits of Regional Transportatikianning Entities

During the initial review of RTPE functions, theditor should focus on:
» Whether or not each function is performed (choiciioctions);

* Resource commitment and level of management direcind control within a
function;

» Observations or indicators of the efficiency andeaiveness of activities
performed; and

* Whether the function is performed by the RTPE itseby a contractor.

After completing this initial review, the compliaaceview (including the gathering of key

documents) (Section IV.2), and the follow-up ofoprperformance audit recommendations
(Section 1V.3), the auditor shall have a thorouglerstanding of the RTPE, and shall be
well prepared to conduct the detailed functionsiew (Section 1V.4).

V.2 REVIEW OF COMPLIANCE REQUIREMENTS

Section 99245 of the Public Utilities Code requiassannual certified fiscal audit of each
claimant of Transportation Development Act (TDAp#ls. Section 6662 of the California
Code of Regulations specifies that the report oa fiscal audit shall include a
determination of compliance with the Transportatiz@velopment Act and accompanying
rules and regulations, and clearly extends thisuirement to transportation planning
agencies, county transportation commissions andop@itan transit development boards.
Though the performance auditor is not legally reepiito verify compliance with TDA
provisions, several specific requirements made by TDA are directly related to
performance audits. These requirements merit thpeance auditor's attention. From
time-to-time, the legislature may enact statutest tmpose additional requirements on
RTPEs. If such additional requirements are enatiedperformance auditor should review
the RTPE's compliance with the additional requiretseas well as its compliance with
those requirements shown here.

This section includes a summary of compliance sswhich are closely related to

performance audit issues. Exhibit 1V.2, which begon the next page, describes these
compliance requirements and cites the section aleCohich makes the requirement.

Verification of an RTPE's compliance with each tiese requirements must be a
component of the performance audit.
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Exhibit IV.2 RTPE COMPLIANCE REQUIREMENTS

RTPE COMPLIANCE REQUIREMENTS REFERENCES
1.All transportation operators and city or county govern Public Utilities Code,
ments which have responsibility for serving a given area, Section 99231

in total, claim no more than those Local Transportation
Fund monies apportioned to that area.

2.The RTPE has adopted rules and regulations delineating Public Utilities Code,
procedures for the submission of claims for facilities jutes for | Section 99233 and 99234
the exclusive use of pedestrians and bicycles.

3. The RTPE has established a social services transportation Public Utilities Code,
advisory council. The RTPE must ensure that there iszzgiti Section 99238 and 99238.5
participation process that includes at least an annual public
hearing.

4.The RTPE has annually identified, analyzed and recommend{ Public Utilities Code, Section
potential productivity improvements which could loweeeating | 99244
cost of those operators, which operate at least 50 perctmiof
vehicle service miles within the RTPE’s jurisdiction.
Recommendations include, but are not being limited to, those
made in the performance audit.

« A committee for the purpose of providing advice on
productivity improvements may be formed.

e The operator has made a reasonable effort to impleme
improvements recommended by the RTPE, as determir
by the RTPE, or else the operator has not received an
allocation that exceeds its prior year allocation.

5.The RTPE has ensured that all claimants to whom it allocated Public Utilities Code, Section
TDA funds submit to it and to the state controller anueh 99245
certified fiscal and compliance audit within 180 days after the
end of the fiscal year.

6. The RTPE has designated an independent entity to comduct | Public Utilities Code Sections
performance audit of operators and itself (for the curnedt a 99246 and 99248

previous triennia). For operators, the audit was made aodlatsd
the required performance indictors, and the audit report was
transmitted to the entity that allocates the operator’'s Trbdney,
and to the RTPE within 12 months after the end of teaium. If
an operator’s audit was not transmitted by the starteo$éicond
fiscal year following the last fiscal year of the trienniurd AT
funds were not allocated to that operator for that oresyument
fiscal years until the audit was transmitted.
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10.

11.

12.

The RTPE has submitted a copy of its performance tauidhie Director
of the California Department of Transportation. In additihe RTPE
has certified in writing to the Director that the perforemaudits of
operators located in the area under its jurisdiction have bee
completed.

The performance audit of the operator providing putdizsportation
services shall include a verification of the operator’s cost per
passenger, operating cost per vehicle service hour, pasgemger
vehicle service mile, and vehicle service hours per employee, as
defined in Section 99247. The performance audit shall ieclud
consideration of the needs and types of passengers leeiegl @ind the
employment of part-time drivers and the contracting withhmon
carriers of persons operating under a franchise or liderz®vide
services during peak hours, as defined in subdivigipof(section
99260.2.

The RTPE has established rules and regulationgiegaevenue
ratios for transportation operators providing servioagrbanized and
newly urbanized areas.

The RTPE has adopted criteria, rules, and regulatornkd evaluation
of claims filed under Article 4.5 of the TDA and the deteration of
the cost effectiveness of the proposed community transitesr

State transit assistance funds received by the RTPE atlawndy for
transportation planning and mass transportation purpéses?

The amount received pursuant to the Public UtilitiedeC8ection
99314.3; by each RTPE for state transit assistance is alibathe
operators in the area of its jurisdiction as allocated by téie S
Controllers Office.

Public Utilities Code,
Section 99246(c)

Public Utilities Code,
Section 99246(d)

Public Utilities Code,
Section 99270.1 and
99270.2

Public Utilities Code,
Section 99275.5

Public Utilities Code,
Section 99310.5 and
99313.3 and Proposition
116

Public Utilities Code,
Section 99314.3

* The June 5, 1990 passage of Proposition 116 mgelioallows the use of state transit

assistance funds for street and road purposesacabden permitted in certain classes

under PUC Section 99313.3.
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(0]

(0]

(0]

13. If TDA funds are allocated to purposes notatlyerelated to public Public Utilities
or specialized transportation services or facgifier exclusive use of| Code, Section
pedestrian and bicycles, the transit-planning agéas annually: 99401.5

» Consulted with the Social Services Transportationigory
Council (SSTAC) established pursuant to Publicititd Code
Section 99238;

* Identified transit needs, including:

Groups who are transit-dependent or transit-
disadvantaged,;

Adequacy of existing transit services to meet theds of
groups identified; and

Analysis of potential alternatives to provide
transportation services.

» Adopted or re-affirmed definition of “unmet tranageds” and
“reasonable to meet”.

« |dentified the unmet transit needs or there aramuet transit
needs, or there are unmet transit needs that asemable to
meet.

If a finding is adopted that there are unmet tiamseds, these needs
must have been funded before an allocation was fieaddreets and
roads. (Because the determination of unmet traesitls is an
important responsibility for most RTPE’s in the t8{ahe
performance auditor should consider reviewing tteeg@ss used by
the RTPE to determine unmet transit needs, asasdlie outcome of
the process).

14. The RTPE has caused an audit of its accounteanmids to be California Code of
performed for each fiscal year by the county auditaa certified Regulations,
public accountant. The RTPE must transmit the aegiort to the Section 6642
state controller within 12 months of the end oftefiscal year in
accordance with the Basic Audit Program and Re@aitlelines for
the California Special Districts prescribed by 8se Controller. The
audit shall include a determination of compliangthvhe TDA and
accompanying rules and regulations. Financial statgs may not
commingle the state transit assistance fund, tte loansportation
fund, or other revenues or funds of any city, cgutother agency.
The RTPE must maintain fiscal and accounting rezardl
supporting paper’s for at least four years follogvfiscal year close.
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Suqggested Audit Steps

This section identifies three major steps thatgbdormance auditor may utilize to review
compliance requirements in the performance autgsé include:

* Discuss Compliance Requirements with the RTPE The RTPE should be familiar
with these requirements and should be able toydasite satisfactory evidence of its
compliance. These discussions should also proveseming in the event that there is
a need for any further investigations.

» Document Evidence of Compliance Based upon discussions with the RTPE, the
auditor will obtain evidence of the RTPE's comptiarwith each of the compliance
requirements being reviewed. In some cases, th#oauday need to investigate
compliance with requirements. However, compliandgé wany of the requirements
can be determined by the existence of planning meaots, evidence of RTPE
Governing Board action, calculated measures, antasidocumentation evidence of
RTPE action. Such evidence should meet the stamdfnd performance audit
fieldwork evidence described in "Standards for Audif Governmental
Organizations, Programs, Activities and Functions".

» Disclose Results of the Compliance ReviewThe performance auditor will prepare
a written report on the tests that were made ofptiamce with applicable laws and
regulations during the course of the performancit.au

If the auditor finds evidence of non-compliancehaany of the requirements summarized in
this section, the auditor will make a correspondingding in the performance audit report,
and will draw conclusions and make appropriatemenendations.

IV.3 FEOLLOW -UP OF PRIOR PERFORMANCE AUDIT RECOMMENDATIONS

The "Standards for Audit of Governmental Organaadi Programs, Activities and
Functions" state that due professional care bytansdincludes follow-up on known findings
and recommendations from previous audits that cbake an effect on the current audit
objectives to determine whether prompt and appatgcorrection actions have been taken
by RTPE officials or other appropriate organizasion

To ensure that the performance audit is effectind @aluable, a performance auditor
should review and evaluate the RTPE's implememtatd prior performance audit
recommendations. The objective assessment of irprexts provides assurance to the
public that the RTPE has made efforts to improgeeifficiency and effectiveness, and
strengthens the integrity of the performance apdicess. This follow-up may be more
important than the similar follow-up for operatosgice there may be no other formal and
systematic review of RTPE performance improvements.
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Suggested Audit Steps

This section identifies four audit steps that teefgrmance auditor can utilize to follow-up on prio
performance audit recommendations. These includairabg and reviewing key documents,
discussing prior audit report recommendations acective actions with the RTPE and concerned
agencies, documenting evidence of the implememntati@action on prior audit recommendations, and
reporting on the result of the follow-up review.Hibit IV.3 presented on the next page depicts the
follow-up process for prior audit report recommeiiares.

Obtain and Review Key Documents

The auditor will obtain and review (a) the pricerfiprmance audit (preferably the two most

recent audits), (b) recommendations made in manageletters which may have accompanied

the RTPE's fiscal audits, (c) any other performanaduation documents and data concerning the
RTPE, and (d) planning and other RTPE-produced meats which describe or evidence the

RTPE's improvements.

Discuss Implementation of Recommendations with th® TPE and with Other Concerned
Agencies

The auditor will discuss the implementation statfseach recommendation in the prior
performance audit report with representatives ftloenRTPE's board or with RTPE management.
In addition, the auditor will follow-up on prior cemmendations in more detail with transit
operators or other concerned agencies. In moss,ddseauditor will need to investigate evidence
of recommendation implementation. These discusséhrmalld provide a timesaving basis for
those investigations. Most importantly, the auditshould use a process that enables them to
track the status of management's actions on signifior material findings and recommendations
from prior audits. Such a process could includemeining whether the following actions have
occurred:

* Implementation of Recommendations. If implementation has been completed, the
discussions should concern (a) the effectivenesanaf benefits from the recommendations
and (b) difficulties and costs of implementing teeommendation.

* Implementation In-Progress.|If implementation is underway, discussions sh@adress (a)
the initiation date, (b) the current status, (0@ thate implementation is expected to be
complete, and (d) the difficulties and costs of lenpentation.

- Implementation Not Begun. If the RTPE has not initiated any efforts to impknt a
recommendation, the auditor should seek to determathether (a) circumstances have
changed, and the recommendation is no longer ahddic or feasible, (b) the
recommendation was unreasonable and inappropriaieesoutset, or (c) the RTPE has
ignored a valid recommendation. Each of these datations should make up a finding in
the auditor's report. Conclusions will be drawrg aacommendations made.
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Exhibit IV.3 FOLLOW-UP ON PRIOR RTPE PERFORMANCE AUT

RECOMMENDATIONS

Obtain and
Review Key
Documents
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Document Evidence of Implementation of Recommendains

Based upon discussions with the RTPE's Governingrddots management, and other
concerned agencies (such as operators), the auditioobtain evidence regarding the
implementation status of each recommendation inRA®E's prior performance audit
report. Such evidence, which may consist of documebserved practices, or other data,
should meet the standards for performance audltdwimk evidence described in
"Standards for Audit of Governmental OrganizatidPggrams, Activities and Functions”.

Disclose Results of Follow-up Review

The management of the audited agency has the priraaponsibility for directing action
and following-up on prior audit report recommendas. The auditor's report will disclose
the status of known, but uncorrected significantaiterial findings and recommendations
from prior audits affecting the current audit olbjee.

IV.4 DETAILED REVIEW OF RTPE FUNCTIONS

This section offers guidance in identifying andieswing the various functions of RTPEs.
Since the functions of each RTPE vary widely, ribparts this section will apply to all
RTPEs. RTPE functions can be divided into the foitm areas:

* RTPE Administration and Management;

» Transportation Planning and Regional Coordination;
» Claimant Relationships and Oversight;

» Marketing and Transportation Alternatives; and

» Grant Applications & Management.

Exhibit V.4, presented on the next page, summariteese functions and their sub-
functions. Each of these areas will be briefly désd, and sub-functions within the area
will be noted.

For each functional area, this section will sugdest questions to guide the auditor. Since
most of the functions performed by RTPEs are diffico quantify, there are few
applicable performance measures for RTPEs. Asudtréise functional review will usually
rely heavily upon comparisons of achievements lgyRAPE and of achievements within
the RTPE's region to the RTPE's goals, objectiges, plans. Of course, the functional
review must also rely upon the auditor's professi@amd objective judgment.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities

95



CALIFORNIA DEPARTMENT OF TRANSPORTATION
IV. Performance Audits of Regional Transportatikianning Entities

Exhibit IV.4 OVERVIEW OF POTENTIAL RTPE FUNCTIONS

RTPE Transportation
Administration and Planning and Regiona

Manacemen Coordinatiol

¢ General Administration * Regional Transportation
. Plan (RTP
« Internal Planning and ( )
Achievements e RTP Topics
* Governing Board e RTP Implementation
Activities

* Information Generation
¢ Personnel and Distribution

 Information Collection

elationships a ansportatio and Management
Oversigh Alternative:

« Productivity Committee « Marketing and Public * Grant Application
Functions (if applicable) Relations Coordination

« Technical and Managerial « Public Information and * Grant Applications
Assistance to Operators Transportation Assistance

- Communication of TDA Alternatives + Grant Management and
Reporting and Information Compliance

» TDA Claims Processing
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RTPE Administration and Management

This functional area encompasses the administraifoRTPE functions. Sub-functions
include:

» General Administration

* Internal Planning and Achievements
» Governing Board Activities

* Personnel

Suggested areas for review in each of the subifurtwithin the Administration and
Management functional area are shown in ExhibibIWhich begins on the next page. The
guestions included in the exhibit are not exhaestand the auditor should consider the
significance and relevance of responses in relatiadhe specific operator being reviewed.

Many of the key questions in this review area amed at determining if the RTPE
prepares required documents or sets goals andtiokdt is difficult to identify objective
standards for the content of the documents or tibstance of the goals and objectives
given the variety of activities performed by RTP&wl the variety of forms that RTPEs
take. Thus, the auditor must discuss the natur@ootiments with RTPE staff, and must
review documents, goals, or other items to detezmitnether the documents suit their
purposes, are complete, and are useful and eféec®innilarly, when reviewing goals and
objectives and the RTPE's progress toward them,atidtor should use professional
judgment in determining whether the goals and dives are suitable, whether additional
goals and objectives should be adopted, and whptbgress is reasonable.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amiing Entities

97



CALIFORNIA DEPARTMENT OF TRANSPORTATION
IV. Performance Audits of Regional Transportatikianning Entities

Exhibit IV.5 ADMINISTRATION & MANAGEMENT

INTERNAL PLANNING

GENERAL ADMINISTRATION & ACHIEVEMENTS

» Has the RTPE processed TDA claimg

in an accurate and timely manner? * Has the RTPE established and
periodically updated clear,

» Has the RTPE prepared and/or revised comprehensive and realistic
the Regional Transportation Plan goals and objectives for:
recently enough that is currently
meaningful? (At a minimum, once - Its internal functions (business,
every 2 years). budget, personnel, timeliness,

» Does the RTPE’s management etc.)
receive, review and act upon regular - Regional coordination and
reports on the progress and financial impact?

status of both ongoing programs and
special projects? Are such reports
provided in part by a computerized
management information system?

- Grants applications and
awards?

- Operators performance,
including transit utilization,

» Does the operator have a systematic efficiency, and effectiveness
and effective method and location foi - Transportation alternatives?
achieving filing plans and other
documents? « Has the RTPE planned

schedules and milestones and
 Are operators under the RTPE's acted to achieve its goals and
jurisdiction satisfied with the RTPE'’s objectives?

efficiency and effectiveness?
* Has the RTPE achieved or

made progress toward
achieving its goals and
objectives?

* Has the RTPE set specific
performance goals or standardis
for any of its staff's activities?

e Are the RTPE’s budget and
staffing allocations sufficient
and appropriatéo accomplish
its plan for achieving its goals
and objectives?
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Exhibit IV.5 ADMINISTRATION & MANAGEMENT (continued)

GOVERNING BOARD PERSONNEL
ACTIVITIES
« Is the RTPE Governing Board organized » Does the RTPE employ staff in

sufficient numbers and with
sufficient qualifications and
experience to accomplish its

into committees to allow it to effectivelyf
address detailed and complex issues?

* Does the Governing Board meet functions?
regularly, and do most members attend _
most meetings? * What is the RTPE'’s staff turnover,

rate?

* Has the Governing Board reviewed angl _ o
accepted / approved in a timely mannefr * Do staff receive regular training
key documents prepared or received by appropriate to their
the RTPE including: responsibilities?

- Regional transportation plan? * Are job performance evaluations

_ Short-term transit plans(s)? completed regularly for all RTPE

staff?

- Reports(s) made by the productivity _ _
» Are any employee incentive

o .
committee’ programs in place?

) SSBE?% Zggg;e;;ﬁr(ofg:izsc{aelpsers;g * Are RTPE staff offered life, health,
dental insurance, vacation, sick

ion)? ) )
transportation)? leave, maternity, retirement and
- Performance audit for each operator? other benefits?

=}

- Fiscal and compliance audit for each
operator?

- A performance for the RTPE

- Afiscal and compliance audit for the
RTPE?

- RTPE goals and objectives?

- An RTPE budget and operating plan?

- Regional Transportation Improvement
plan (capital projects)?

- Unmet transit needs process
documentation?
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Transportation Planning and Regional Coordination

This functional area includes short-term and loagge projection of transportation
demands, the preparation for service provision éetnthose needs, and financial planning
and analysis. The function also encompasses etfmesasure that transportation providers
within the RTPE's region provide service and irterationally and without duplication.
The sub-functions making up this area are:

* Regional Transportation Plan (RTP) Development/Adolption;

Regional Transportation Plan Topics;

Does the RTP or another RTPE document accuratedgrithe transportation now
available with its jurisdiction?

Regional Transportation Plan Implementation;

Information Generation and Distribution; and
 Information Collection.

Suggested areas for review in each of the subifumetwithin the Planning and

Coordination functional area are shown in Exhibt6, which begins on the next page.
The questions included in the exhibit are not exlige, and the auditor should consider
the significance and relevance of responses irtioalgo the specific operator being
reviewed.

This functional area includes questions which catrege on the presence of evidence that
the RTPE is performing the activities it was inteddto accomplish. The auditor can
examine the RTP and discuss its development andathather planning documents,
however, the auditor must use his or her judgmeganding the content of the RTP. It is
useful to discuss the RTPE's achievements with esspo historic plans, and its
coordination efforts to review planning activitids.is also useful to discuss the RTPE's
planning and coordination effectiveness with therapors in the RTPE's jurisdiction.
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Exhibit IV.6 TRANSPORTATION PLANNING AND REGIONAL ©ORDINATION

REGIONAL TRANSPORTATION
PLAN (RTP) DEVELOPMENT
AND ADOPTION

REGIONAL TRANSPORTATION
PLAN TOPICS

REGIONAL TRANSPORTATION
PLAN IMPLEMENTATION

¢ Does the RTP provide trans-
portation policy guidance within
the RTPE’s region?

* Does the RTP comprehensively
identify, document and assess
transportation needs in the
RTPE's jurisdiction?

* Does the RTP contain an
appraisal of major (especially
regional) weaknesses in the
transportation system?

* Does the RTP account for
anticipated growth, developmen
and changing transportation
demands in order to project
transportation needs over a 20-
year horizon?

« Do member governments (if
applicable), operators, private
businesses, the general
public/transportation users
participate in the plan
development?

¢ Was the RTP developed or
revised and approved within the
period required by statute?

Does the RTP address the
following effectively?
- Air Quality

- Minimizing commuting
(residential and office
locations)

Special service transportation

General public transportation

Elderly and handicapped
transportation, especially in rura
areas

Streets, roads and highways

Capital planning

Status of prior action items

Does the RTP set out clear goals,
actions, milestones, and timelines
for transportation in the region?
(These should be distinct from the
RTPEs internal goals and timeline
as an agency).

Does the RTP clearly identify
entities responsible for

implementing actions necessary tq
achieve goals?

Does the RTP identify and assess
the sufficiency of funding sources
to be used in reaching regional
goals?

Has the RTP had an identifiable
and positive impact on regional
transportation
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Exhibit IV.6 TRANSPORTATION PLANNING AND REGIONALCOORDINATION

(continued)
INFORMATION GENERATION
AND DISTRIBUTION INFORMATION COLLECTION
» Does the RTPE model and project * Is the RTPE familiar with special
transportation demand levels and and local revenue measures and
characteristics? their impact on regional
ion?
» Does the RTPE provide to operatofs fransportation’
and government agencies useful * Does the RTPE gather information
summaries or information it gatherg from local planning and zoning
or generates? agencies, private businesses,

regional air quality districts state
and federal agencies concerning
transportation-related demand,
mandates, funding, and other
issues?

» Has the RTPE developed and
implemented a systematic method [to
keep up-to-date on transportation
service levels and types provided
within its jurisdiction?

» Has the RTPE made any effort to
sell to private firms data or
information it gathers or generatesp
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Claimant Relationships and Oversight

This functional area encompasses the RTPE's dmémtactions with the transportation
operators within its jurisdiction. In some casé® interactions are legally required, while
in others, the RTPE may play the role of an expdsisor. The sub-functions making up
this functional area are:

* Productivity Committee Functions;

» Technical and Managerial Assistance to Operators;
» Communication of TDA;

* Reports and Information Received by the RTPE; and
» TDA Claim Processing.

Suggested areas for review in each of the subifumetvithin the Operator Relationships
and Oversight functional area are shown in Exhi¥i¥ starting on the next page. The
questions included in the exhibit are not exhaestand the auditor should consider the
significance and relevance of responses in relatidhe specific operator being reviewed.

A review of this functional area must rely heauvilg discussions with operators and the
RTPE. Certain information from performance audifs operators can be useful in
reviewing the RTPE's oversight performance, sin€@R oversight should help ensure the
operator's implementation of prior audit recommeiotia and compliance with legal
requirements. Generally, if operators are not periog well, the RTPE may not be
effective in conducting relationships with and wmight of the operators.

Additionally, the auditor may be able to conduatt jud this review by looking over official
communications and transmittals between the RTPE& @werators. Such a document
review can provide an objective picture of bothrapar and RTPE functions.
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Exhibit IV.7 CLAIMANT RELATIONSHIPS & OVERSIGHT

PRODUCTIVITY COMMITTEE
FUNCTIONS

* |s there a productivity
committee operating under
the RTPE? (Pursuant to
Public Utilities Code
Section 99244.)

» Does the committee meet
regularly and make efforts
to identify potential
efficiency improvements?

* Has the productivity
committee monitored and
evaluated implementation g
performance audit
recommendations and othe
study recommendations?

* Has the RTPE set criteria,
timeframes, goals, quotas ¢
other targets for evaluating
operator implementation of
suggestions and
recommendations?

» Has the RTPE determined
that operator efforts to
implement suggestions and
recommendations are
reasonable? If not, the
operator should not receive
any increase in TDA
allocation over its previous
year’s allocation

Performance Audit Guidebook
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TECHNICAL AND

MANAGERIAL ASSISTANCE TO

OPERATOR!

* Does the RTPE make tech-
nical and managerial assis-
tance available to operators?,
(Such assistance may includg
financial analysis, marketing
advice, routing suggestions,
planning assistance, etc.)

 Are operators aware of the
availability of such assis-
tance?

» Have operators taken advan-
tage of assistance?

» Have operators expressed an
interest in or need for such
assistance?

1%
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Exhibit IV.7 CLAIMANT RELATIONSHIPS & OVERSIGHT ¢ontinued)

COMMUNICATION OF
TDA

» Has the RTPE prepared
and/or provided the
following documents to
the operator:

- Performance Audit
Guidebook?

- Regional transportation
plan?

- Short-term transit plan?

- Productivity committee
reports?

- AB 120 Action Plan, SB
826 update (for social
services transportation)
except SCAG?

- RTPE rules regarding
fare box recovery ratios
for operators providing
services in urbanized
and newly urbanized
areas?

- RTPE rules and forms
regarding submission of
claims by operators?

- Regional transportation
implementation plan
(capital improvements)?

REPORTS AND
INFORMATION
RECEIVED BY THE RTPE

* Has the RTPE received
an audited annual
(financial) report from
each operator with its
jurisdiction within 180
days after the end of the
fiscal year?

» Has the RTPE received
compliance audits of the
operators which attest
that funds allocated to
each TDA claimant were
expended in conformanc
with applicable laws,
rules and regulations?

» Has the RTPE received
triennial performance
audits of the operators?

11}

TDA CLAIM
PROCESSING

* Has the RTPE

processed operators
TDA claims
consistency with its
own rules, and in a
timely manner?

When a compliance
issue would require
the RTPE to withhold
TDA monies from an
operator (for examplg
penalties for
noncompliance with
a required fare box
recovery ratio), has
the RTPE in fact
withheld those
monies? (See
Chapter I1.5 and
California Code of
Regulations sections
6666 and 6667 for a
summary of such
issues.’
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Marketing and Transportation Alternatives

This functional area consists of promoting publr@ansportation and transportation
alternatives to the region's population. RTPE fiomst in this area may supplement the
efforts of operators, or may actually take the platoperator activities. The sub-functions
making up this area are:

» Marketing and Public Relations; and
 Public Information and Transportation Alternatives.

Suggested areas for review in the sub-functionkiwithe Marketing and Transportation

Alternatives functional area are shown on ExhiMt8l The questions included in the

exhibit are not exhaustive, and the auditor shawoldsider the significance and relevance
of responses in relation to the specific operagandp reviewed.

The audit of this functional area should consideteast the following two sources of
information, if they are available: (a) specifider-ship data (for the service or alternative
being promoted), and (b) surveys of the generallipukegarding familiarity with
transportation and transportation alternativesallgethe RTPE should both gather and
evaluate this information itself when it conductsarketing and public information
campaigns. If it does not do so, then it may bergmpate for the auditor to recommend
initiation of such activities. As the auditor comtiithis functional review, it is important to
consider the related activities performed by omesatRTPE and operator efforts should
complement each other, and the RTPE may be alperform some activities at a regional
level more efficiently than local operators.
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Exhibit V.8 MARKETING AND TRANSPORTATION ALTERMTIVES

MARKETING AND PUBLIC PUBLIC INFORMATION AND
RELATIONS TRANSPORTATION
ALTERNATIVES

» Does the RTPE conduct or * If operators do not have public
coordinate a regional information (routes , scheduleg,
marketing program for public type of service , fares, etc.)
transportation which is available in printed form and by
consistent with or telephone, does the RTPE
supplements the operator’s provide such information?
programs? * Does the RTPE help operators

» Has the RTPE measured the to prepare and distribute press
effect of general or releases upon the initiation of
experimental marketing via significant new services?

rider surveys, general public
surveys, passenger counts, d
other means? Have the
programs achieved
meaningful results and met
their objectives?

» Does the RTPE offer input
into planning, zoning and
development projects by
regional or local government
entities?

» Has the RTPE developed
programs to promote the use gf
alternative transportation such
as bicycle, car pools, etc.?

-
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Grant Applications and Management

This functional area includes technical assistanceperators as they apply for funding
from non-TDA sources, which may include the fedeggavernment (usually Urban Mass
Transportation Act grants), non-TDA state grantangs or appropriations from local
government sources, and grants from private orprofit organizations. This area also
includes coordination of grant applications withime region, information sharing as
appropriate, and review of operator compliance wgtiant terms. The sub-functions
making up this area are:

» Grant Application Coordination;
» Grant Application Assistance; and
» Grant Management and Compliance.

Suggested areas for review in each of the subifumetvithin the Grant Applications and
Management functional area are shown in Exhibit9I\n the following page. The
guestions included in the exhibit are not exhaestand the auditor should consider the
significance and relevance of responses in reldatidhe specific operator being reviewed.

As with the Operator Relationships and Oversightcfion, review of this function should
rely in part upon the auditor's discussions witlerapors, to obtain their appraisal of the
RTPE's assistance in preparing and winning gram@irdsv If appropriate, the auditor may
also contact relevant granting organizations.
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Exhibit V.9 GRANT APPLICATIONS AND MANAGEMENT

GRANT APPLICATION
COORDINATION

GRANT APPLICATION

ASSISTANCE

GRANT
MANAGEMENT AND
COMPLIANCE

* Does the RTPE review an
coordinate grant
applications by operators?
Does it ensure consistenc
prioritize, and when more
than one operator applies
to a funding source, does
the RTPE determine if
multiple applications from
the region are acceptable
to the grantor?

Does the RTPE provide
technical assistance and
reference data to operators
applying for grant funding?

In writing applications
In preparing financial

feasibility plans

In planning and
establishing programs,
policies and procedures

Do operators and/or the
RTPE apply for grant funds
from the following sources?

UMTA (capital and
operating)

Other federal

State non-TDA (e.g.
grants from social

services agencies for
CTSA capital purchases)

Local
Non profit/private

Have operator(s) within the
RTPE’s jurisdiction been
denied a grant specifically
because of errors or
omissions in the grant
application?

* Has the RTPE been

» Does the RTPE perform

» Has any operator in the

« If yes, has the RTPE

assigned responsibility
for administering and
monitoring expenditures
of any grant monies
from non-TDA sources?

that function in any
instance where it has ng
been assigned?

RTPE’s jurisdiction lost
(or been threatened with
loss of) grant monies or
eligibility due to non-
compliance with grant
terms?

clearly identified grant
eligibility and
compliance requirement
and developed a
systematic method to
verify and ensure grante
compliance?

—

n

e
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IV.5 PREPARATION OF DRAFT REPORT

The preparation of the draft report is a critickneent of the performance audit process.
The audit report permanently documents the ausditlt® and is widely distributed amongst
concerned parties. One of the objectives of perdmee auditing is to assist management in
improving operations. Thus, the performance auuiugl strive to present audit findings,
observations, conclusions, and recommendationgosiive and straight-forward manner.
The content of the audit report may vary dependipgn the scope, approach and
complexity of the performance audit. However, tbkofving items illustrate elements of a
performance audit report. These include:
* Letter of Transmittal - A cover letter that transmits the completed @enance
audit from the auditor to the responsible agencgikeng the final report;
» Table of Content - A listing of the chapter headings and major isest in the
performance audit report and the associated pagbens;
» Executive Summary - A brief summary of the most important findingada
recommendations developed during the performandi; au
* Introduction - Background information that is useful in undemnsliag the entity
being audited, as well as the manner in which titBtavas conducted. This section
may include the following information:
» Information regarding the RTPE's organization, idgtaffing and services
provided,;
» ldentification of any legal requirements that pierta the audit;
» Description of the scope, approach and methods usednducting the audit;
and
» Any limitations regarding how the audit was perfedn or the information
presented in the report.
» Audit Results - This section should present the detailed finging each of the
major areas of the performance audit including:
» Results of the compliance review;
» Results of the review of the implementation of paadit recommendations;
» Results of the functional review of the RTPE; and
» Other pertinent information.
» Conclusions and Recommendations A summary of the major issues or concerns
identified in the audit report and the specificagtgies and/or recommended
solutions.
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Once the draft audit report is prepared, it shdagdsubmitted to the management of the
RTPE. Sufficient time should be allowed for the EETPBhanagement to review and
comment on the report.

IV.6 PREPARATION AND PRESENTATION OF FINAL REPORT

After the auditor has submitted the draft audibrepo the RTPE and they have had time to
review and comment on the draft audit report, thditar should meet with representatives
of the RTPE to discuss their comments. The auditmuld consider their comments and
concerns and determine if any changes are necesstng factual content of the report, or
to the audit conclusions and recommendations.

Once the auditor has met with the RTPE, and madessary changes to the draft report,
the auditor should finalize the audit report armhémit it to the RTPE. In addition, the
auditor may be asked by the RTPE to make a formedgmtation of the results of the
performance audit to the RTPE and other agencies.

IV.7 LEVEL OF EFFORT FOR A PERFORMANCE AUDIT

It is difficult to establish a standard level inrrtes of hours of time that it will take
performance auditors to complete an audit. Ultilyatehe level of effort will be
determined based on the size and complexity oRfRBE being audited, the scope of the
audit, and the need for detailed audit fieldworkhm specific issue areas.

To assist the users of this Guidebook, Exhibit O/ firesented on the next page, displays a
sample range of hours it may take a performancaaud conduct a triennial performance
audit of different types of RTPEs. While these ardy suggested ranges, they may be
useful to RTPEs in planning the scope and magnitideerformance audits. In addition,
this information may be useful in determining thatemtial cost of the performance audit
based on local market conditions.
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Exhibit IV.10 SAMPLE RANGE OF HOURS TO CONDUCT ARTPE
PERFORMANCE AUDIT

Type of entity
Audit Phase
LTC COG MPO/Other
Preliminary Survey
* Start-up and background 5-10 10-20 10-40
« I[dentify functional areas 5-10 10-20 10-20
» Test compliance requirements 5-20 10-20 10-80
Summarize and Define Scope and 5-10 5-20 5-20
Objective of Detailed Review
Detailed Review
*Review functional areas 5-10 10-40 10-60
« Identify areas with potential for 5-10 10-40 10-80
improvement
* Develop audit findings 5-10 5-50 10-100
* Discuss findings with management 5-10 5-10 5-10
Reporting
* Develop draft report 10-20 10-30 15-60
* Review with management 5-10 5-10 5-10
*Finalize and issue report 5-10 10-20 10-20
Total 60-130 90-280 | 100-500
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V. MANAGING A PERFORMANCE AUDIT AND PREPARING
A REQUEST FOR PROPOSAL

This chapter describes management's role in thelo@went of a performance audit.
Specifically, it describes the major steps involwedreparing and issuing a Request for
Proposal (RFP). A RFP may be used by RTPEs for @y auditors to conduct triennial

transportation performance audits.

V.1 MANAGING THE PERFORMANCE AUDIT

There are a number of important steps in the manageof a performance audit by an
RTPE. These include preparing a RFP, defining topes of work, selecting a performance
auditor, and monitoring the work performed. Eaclthelse topics are discussed below.

Developing a Request for Proposal

Section 99249 of the Public Utilities Code states the cost of performance audits may be
deemed an administrative cost of the transportgblanning agencies. This section also
states that the Legislature encourages the useirmfsf made available by the federal
government to support such purposes.

It is the general practice of governmental entiteeprocure goods and services through the
use of a competitive procurement process. To thenexhat federal funds are used for the
cost of performance audits, the procurement of taselivices should comply with the
Common Rule for Uniform Administrative Requiremerits Grants and Cooperative
Agreements With State and Local Governments. Thenr@on Rule provides that all
procurement transactions are to be conducted inaanar providing full and open
competition. The Common Rule indicates that promgnet by competitive proposals
should be used when there are more than one @qabkfource and conditions are not
appropriate for use of sealed bids. Under the cdithee procurement method,
procurement is initiated through the use of RFPs.

Also, the Public Utilities Code, Section 99246(bgquires that performance audits be
conducted in accordance with the Comptroller Gdiser&Standards for Audit of
Governmental Organizations, Programs, Activities] &unctions.” These standards state
that sound procurement practices be followed wlantracting for audit services. Sound
contract award and approval procedures, includieghonitoring of contract performance,
should be in place. The objectives and scope céatitkt will be made clear.

A RFP should conform to the following general regments of the Common Rule
discussed above:

* RFP's should be publicized and should identify esdéluation factors and their
relative importance:

* Proposals should be solicited from an adequate ruwitqualified sources;
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» The entity requesting the proposal will have a métlor conducting technical
evaluations of the proposals received and for sapawardees; and

» Awards will be made to the responsible firm whoseppsal is most advantageous
to the program, with price and other factors comsd.

Defining the Scope of the Work

The scope of work set forth in the RFP should, miramum, meet the requirements of the
performance audit as stated in the Public Utilitpd€, Section 99246, et seq. The
performance audit for all entities must include nitfecation and evaluation of major
functions and follow-up of prior performance auditommendations.

The audit scope for regional transportation plagremtities must include verification of
compliance with TDA requirements, including, as rppiate, compliance with TDA
requirements for identification of unmet transieds. The audit scope for operators must
address verification of performance indicators #pmet in the TDA, and testing for
compliance with the TDA compliance requirements.

Selecting a Performance Auditor

The Comptroller General's "Standards for Audit ov€&nmental Organizations, Programs,
Activities, and Functions" indicates that the sttetof the performance auditor should be
based on factors such as:

* The responsiveness of the bidder to the requesgtrégosal;
» The experience of the bidder;
» The professional qualifications and technical #b#iof bidder staff; and

* Whether the bidder organization participates ineaternal quality control review
program.

The award of work to the performance auditor shduddmade to the responsible firm
whose proposal is most advantageous to the progveith, price and other factors

considered. The model RFP, presented later in ¢chapter, describes the factors that
should be considered in selection of the perforraanalitor.
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Monitoring the Performance Audit

The performance audit is an important part of tkerall accountability transit agencies
and operators have for the use of public funds. adament of the entity undergoing a
performance audit has a responsibility to assuaettie performance auditor provides the
services set forth in the scope of work in the RRB agreed to in the audit contract.

The selection of a qualified performance auditoxd assuring that the auditor fulfills the
scope of work required in the audit engagement,imags the potential for a quality
product that will help operators and transit plagniagencies improve the economy,
efficiency, and effectiveness of their operations.

V.2 SAMPLE REQUEST FOR PROPOSALS

This section includes a sample Request for Proghaalmay be used or modified for use

by RTPEs that are seeking to procure performandé services. It represents a suggested
format for seeking performance audit services. $ample Request for Proposal begins on
the next page.
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Sample Request for Proposal

Dear Prospective Performance Auditor:

The (RTPE) isitsmjicproposals to conduct

performance audits of the RTPE and of the transit operators under the RTPE's
jurisdiction. The RTPE is statutorily required bgcHon 99246 of the California Public

Utilities Code to designate entities other thaglifsa county transportation commission, a
transit development board, or an operator to magerformance audit of its activities and
the activities of each operator to whom it allosatends. The intent of this RFP is to
procure performance audits of the

(operators) and of the RTPE for figeals through

The audits must be conducted during fiscal year  , and must be conducted in
compliance with relevant sections of the TranspiomaDevelopment Act. The RTPE
further expects that the performance audits will dmnducted consistent with the
"Performance Audit Guidebook for Transit Operat@sd Regional Transportation
Planning Entities" issued by the California Depamtnof Transportation. A summary of
the operations, recent achievements, and currardecons of each operator is included in
Attachment A to this RFP.

Performance Audit Guidebook
for Transit Operators and Regional Transportati@amfing Entities

118



CALIFORNIA DEPARTMENT OF TRANSPORTATION
Sample Request for Proposals for Performance Aiglivices

It is important to provide a description of eactegtor or the RTPE in some deta]
within the RFP. This permits potential bidders tzw@ately estimate the complexity
of the audit and the amount of effort that will becessary to complete the audit
Without the information, bidders may mistakenlywame that more or less work will
be required than is actually necessary. As a rebidy may bid unnecessarily high @
low for the audit.

~

—_—

For each operator the RFP may include the follow{ay the modes of service (rail
bus, trolley, etc.) and types of service (fixedteoor demand-responsive) provide(
(b) the number of peak vehicles operated, (c) @aimate of daily ridership, (d) the
systems fare structure, and (e) the system's da/b@urs of operation.

=2
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The RTPE may wish to procure performance auditspafrators separately from thg
performance audit of the RTPE itself. Reasons fongl so may include a desire t
obtain a variety of consulting viewpoints conceginansportation functions within
the RTPE, and a belief that the RTPE audit is suthistlly different from those of the
operators. Alternatively, by procuring both auditsthe same time, the RTPE may
save audit costs and RTPE staff time, since onégyammsultant will need to "come up
to-speed” on RTPE and operator functions whichral&ed. In addition, by jointly
contracting for the audits, time for meetings, esviof RTPE background documer]
reviews, and other audit facets which may be comimetween RTPE and operato
audits, time can be saved.

O

- —~+

SCHEDULE OF EVENTS

RFP Issued Date

Proposal Conference Date + 2 Weeks
Proposals Due Date + 4 Weeks
Notification of Finalists Date + 5 Weeks
Interview of Finalists Date + 5-6 Weeks
Recommendation to RTPE for Selection Date + 6-ek¥e
Contract Approval and Notice to Proceed Date +c8ksg
Letter to Consultants not Selected and Offer toBDief Date + 8 Weeks
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PROPOSER'S CONFERENCE

A proposer's conference will be held at the RTREfges at O’clock M,
on , 19 . The RTPE's offices @aratéd at

. Project detailsratgr functions, proposal and
selection procedures, and Minority/Disadvantagedi&io-Owned Business Enterprise
(MBE/DBE/WBE) preferences will be discussed.

CONTACT PERSON

Prospective proposers shall make contact with theER staff, and operators only through
the following individual:

Contact Person, Title

(Area Code) Phone Number
Commission

Mailing Address

PROPOSAL SUBMISSION REQUIREMENTS

Proposers must submit copies of their techaiod cost proposal. The technical and
cost proposal shall be sealed in an envelope, dfkechnical and Cost Proposal for the
Performance Audit of The envelope must also be

marked clearly with the proposer's name, addresd, talephone number, and with a
proposer contact person's name.

Proposals must be addressed to the above RTPEctgaeson if delivered by mail or
courier, and must be received by the RTPE no tasr

The RTPE has no authority to accept proposals dtdamafter that time or date, and will
return unopened any proposals, which are receated |

PROPOSAL EVALUATION AND SELECTION

A proposal review panel made up of representativesy the transit operators being
audited in this project and/or RTPE staff will avatle the proposals and determine the
necessity for oral interviews. At the oral intewg proposers will be requested to make a
formal presentation. The panel will recommend ooesaltant from those interviewed for
the audit. The RTPE reserves the right to selecbrsultant based solely on written
proposals and not convene oral interviews.
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The evaluation criteria that will be used in theeston process are as follows:
» Understanding of the purpose and requirementseoatiulit;

» Approach to be followed and the tasks to be peréatnmcluding detailed steps and
resources required, and proposed project schedule;

* Relative allocation of resources, in terms of dyadind quantity, to key tasks,
including the time and skills of personnel assigtethe task and the consultant's
approach to managing resources and project output;

» Experience in public transit, performance auditingd the issues and functional
area(s) to be analyzed; and

» Education and specific experience of the projeatni¢o be assigned.

In addition to the above criteria, the consultaaligity to meet the RTPE's goal fol
DBE/MBE participation in the work, or to demons&ajood faith efforts toward
meeting such goals must be demonstrated.

PROPOSAL CONTENT AND ORGANIZATION

Proposals should be limited to specific discussfrtbe elements outlined in this RFP.
The intent of this RFP is to encourage responseshwheet the stated requirements, and
which propose the best methods to accomplish thi& within the stated budget.

The organization of proposals should follow theegahoutline below. Each Proposal
should consist of a Technical Proposal (items br page 122), and a Cost Proposal (item
8 on page 123).
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An RTPE may choose to set page limits on respoimsesder to make proposal
evaluation manageable. However, it is possible ltlgadoing so the RTPE may not
receive comprehensive information in the proposetéch could be valuable in

selecting a consultant to conduct the performangditaNo page limits are

presented here, but some RTPEs have chosen topliopbsals to a set number of
pages (i.e., within each section of the proposdi@roverall number of pages).

1. Transmittal Letter
The transmittal letter must include the name, tdlédress, phone number, and original
signature of an individual with authority to negdé on behalf of and to contractually
bind the proposer, and who may be contacted duhiegeriod of proposal evaluation.
Only one transmittal letter need be prepared tomapany all copies of the Technical
and Cost Proposal.

2. Table of Contents
A listing of the major sections in the proposal asdociated page numbers.

3. Introduction
In this section, the Proposer should demonstratedaquate understanding of the roles
and relationships of the RTPE, the operator(s),lacal conditions within the area.

4. Audit Plan and Technical Approach
The audit plan should include:
a. A description of the overall audit program beingbmitted, including an
explanation of the basic purpose and general fottiss audit.

b. An explanation of the consultant's intended role@aditor, as related to the role of
the RTPE and the operator(s), including the divisicd work between the RTPE
staff and the consultant.

c. A thorough explanation of the consultant's pegal course of action. References
should be made to RFP requirements and the consslfdans for meeting those
requirements. If the consultant proposes major gbarn the RFP approach, those
changes should be specified clearly. The consuktwould specify techniques,
especially data elements to be sampled, staff tonteeviewed, documents to be
reviewed, etc.

d. An itemized description of the proposed projectesithe, and the end products to
be produced.
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5. Project Management

The Proposer must prepare an explanation of thgegirananagement system and
practices to be used to assure that the projemngpleted within the scheduled time
frame and that the quality of the required produgtsmeet the RTPE's requirements.

6. Consultant and Subcontractor Staff

The proposal must describe the qualifications aqukeence of each professional who
will participate in the project, including a resurioe each member of the project team.
A Project Manger must be designated, and an orgaoiml chart showing the manager
and all project staff must be included. A matrixahbe presented indicating the effort,
either in percentage of the total project or in rhanrs, which will be contributed by

each professional, during each phase or task malpnipe project. If a subcontractor
will be used, the proposer must include a lettemfithe subcontractor committing to
perform at least the work shown for subcontractofgssionals in the above-described
matrix.

7. Consultant Qualifications and References

The proposal must describe the nature and outcémpmjects previously conducted by
the consultant, which are related to the work dbsedrwithin this RFP. Descriptions

should include a client contact name, address, @lnoimber, a description of the type
of work performed, approximate date on which therkwaevas completed, and

professional staff who performed. If a subcontractoproposed, two to three similar
qualifications and references should be providedtf@ subcontractor. Up to two

samples of the consultant's reports on closelya@lprojects should also be included, if
available.

8. Cost Proposal

In addition to a technical proposal, the prospectentractor shall prepare a detailed
cost proposal for the work to be performed. Thet posposal shall itemize all items
that will be charged to , including¢tacharges that will be involved in
the project and included in the bid amount. Cos@l e segregated to show staff
hours, rates, classifications, and administrativerleead. Cost proposals shall be
submitted in a separate sealed envelope.

If subcontractors are to be used, the prospectwdractor must indicate any markup
that the prospective contractor plans to take dtautracts. The same breakdown of
subcontract costs shall be provided as is reqdimedontractor costs above.

Failure to provide detailed cost breakdowns willchese for rejection of the proposal.
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DESCRIPTION OF PERFORMANCE AUDIT PROJECT REQUIREMEN TS

Performance Audit of (Operator)

The consultant will be required to perform the doling tasks as part of the operator's
performance audit:

Determine Compliance with Statutory and RegulatoryRequirements

The consultant will be required to review and deiee the operator's compliance with the
Transportation Development Act and related sectiafisthe California Code of

Regulations. At a minimum, the Code Sections foictwltompliance is to be verified are
those specified within the "Performance Audit Gbioek for Transit Operators and
Regional Transportation Planning Entities,” puldighby the California Department of
Transportation. Should the consultant identify amses of non-compliance, a finding
regarding the non-compliance will be made in theitaneport.

Follow-Up on Prior Performance Audit Recommendatiors

The consultant will review the most recent priorfpemance audit for the operator, and
assess the operator's implementation of audit remndations. The auditor will need to
make determinations as to whether recommendatianish have not been implemented,
are (a) no longer applicable, (b) infeasible, grdleould still be implemented. If a prior
audit recommendation has not been implemented thuhas merit, the consultant will

include the prior audit recommendation in the aurreudit report. The consultant will
evaluate recommendations which have been implemieteare being implemented. For
these recommendations, the consultant will assessénefits provided (or likely to be
provided) by the recommendation. Significant acclishments in implementing prior

recommendations should be recognized.

Verify Performance Indicators

As part of the performance audit, Section 9924&hef Public Utilities Code requires
verification of five performance indicators: opéngtcost per passenger, operating cost per
vehicle service hour, passengers per vehicle seivinr, passengers per vehicle service
mile, and vehicle service hours per employee. Tdresgltant will review and validate the
operator's collection of basic data needed to Gtiethese indicators for each fiscal year in
the triennium. The consultant will be expected nialgze performance indicators with the
intent of identifying potential issues or concetinat may need further examination during
the functional review.

As part of the functional review described beldwe tonsultant will be expected to select,
calculate and analyze additional performance indisawhich are appropriate to identify,
quantify, and/or resolve performance problems antdrgial areas for improvement.
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Review Operator Functions

The consultant will review each operator functioansistent with the "Performance Audit
Guidebook for Transit Operators and Regional Trartgtion Planning Entities." The
functional review is expected to include interviewish the operator's management, staff,
and governing board, as well as with selected RSRE. Concerns over inefficient or
ineffective operator performance may be raised by:

» Operator and RTPE interviews concerning operatoctfans;

» Documents, such as productivity committee reparsgr surveys, or short range
transit plans;

» Review and analysis of TDA-required performanceadatbrs;
* Follow up of prior performance audits; and
* Review of operator compliance with statutory anguiatory requirements.

Such concerns of inefficient or ineffective perfamse should lead to further investigation,
which should include the verification and calcuatiof additional performance indicators.
The detailed investigation of functional concerpgblems, and potential improvements
should make up the basis of most findings in thditaeport.

Performance Audit of (RTPE)

Determine Compliance with Legal and Regulatory Requements

The consultant will be required to review and deiee the RTPE's compliance with the
Transportation Development Act and related sectiohshe California Administrative
Code. The specific Code Sections for which complkais to be verified are those specified
within the "Performance Audit Guidebook for Trans@@perators and Regional
Transportation Planning Entities." Should the cdtast identify instances of non-
compliance, a finding regarding the noncompliancstibe made in the audit report.

Follow-Up on Prior Performance Audit Recommendatiors

The consultant will review the most recent priorfpamance audit for the RTPE, and
assess the RTPE's implementation of audit recomatiemd. The auditor will need to
make determinations as to whether recommendatidmnish have not been implemented,
are (a) no longer applicable, (b) infeasible, drsfwould still be implemented.
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implemented. If a prior audit recommendation hasheen implemented but still has merit,
the consultant will include the prior audit reconmdation in the current audit report. The
consultant will evaluate recommendations which haeen implemented or are being
implemented. For these recommendations, the camguMill assess the benefits provided
(or likely to be provided) by the recommendationignficant accomplishments in
implementing prior recommendations should be rezagh

Review RTPE Functions

The consultant will review each RTPE TDA-relatedndtion, consistent with the
"Performance Audit Guidebook for Transit Operat@sd Regional Transportation
Planning Entities." The functional review is exptto include interviews with the RTPE's
management, staff, and governing board, as welvids operators under the RTPE's
jurisdiction. Supplemental interviews with othegi@nal State, or federal agencies may be
appropriate to gather more detailed informationuabereas of concern. Concerns over
inefficient or ineffective RTPE performance mayrbesed by:

* RTPE and operator interviews concerning RTPE fonsti

* Documents, such as the regional transportation, pdend adopted policies and
procedures for evaluating TDA claims;

« Follow-up of prior performance audits; and
* Review of RTPE compliance with statutory and retpriarequirements.

Such concerns of inefficient or ineffective perfamse should lead to further investigation.
The detailed investigation of functional concerpgblems, and potential improvements
should make up the basis of most findings in thditaeport.

REQUIRED DELIVERABLES

The consultant must provide copies of thé deport to the RTPE executive officer
for review and comment prior to finalization. Aftdre RTPE and the operator review and
comment upon the draft, the consultant must deliver _ copies of a final written report

to the 's (RTPE's) execuifficer. The report must
address each of the performance audit project remeints outlined above, and must be
delivered no later than As well, the consultant should be

prepared to make an oral presentation of the répatjoint meeting of the operator's and
the RTPE's governing boards.
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PAYMENT SCHEDULE

The consultant will be paid based on work actupélyformed during the preceding month.
The consultant will forward a copy of all invoicés payment for work performed and
associated expenses by the 10th day of the folgpwionth. The RTPE will withhold ten

percent (10%) of the payments due until the suégkesempletion of the project and the
delivery and acceptance of all final products.

WOMAN-OWNED, MINORITY-OWNED AND DISADVANTAGED BUSIN ESS
ENTERPRISES (W/M/DBE)

An RTPE may choose to insert MBE/DBE/WBE terms herahose of the RTPE'$
County, or its own.
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Appendix A

COMMONLY USED ACRONYMS

CALTRANS The California Department of Transportation

CCR California Code of Regulations

COG Council of Governments

CTC California Transportation Commission

CTSA Consolidated Transportation Service Agency

DBE/MBE Disadvantaged Business Enterprise, Minority-OwBadiness
Enterprise

DOT Department of Transportation

FTA Federal Transit Administration (replaces UMTA)

FTIP Federal Transportation Improvement Program

LTC Local Transportation Commission

LTF Local Transportation Fund

MPO Metropolitan Planning Organization

MTDB Metropolitan Transit Development Board

PUC Public Utilities Code

RTIP Regional Transportation Improvement Program

RFP Request for Proposal

RTP Regional Transportation Plan

RTPA Regional Transportation Planning Agency

RTPE Regional Transportation Planning Entity

SCO State Controller's Office

SRTP Short Range Transit Plan

SSTA Social Services Transportation Advisory Council

STA State Transit Assistance

STIP State Transportation Improvement Program

TDA Transportation Development Act

TIP Transportation Improvement Plan

TPA Transportation Planning Agency

UMTA Urban Mass Transportation Administration (a conmgra agency

of the United States Department of Transportation)
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Appendix B

GLOSSARY OF COMMONLY USED TERMS

Accidents. Total revenue vehicle collisions causing persomgury and/or property
damage.

Claimant. "Claimant" or any derivative term, such as "apfit,” means an operator,
city, and county or consolidated transportatiowiseragency.

Complaints.  Includes complaints regarding trip reliabilityfgmdability, driver
courtesy, pass-ups, vehicle condition/cleanlinesfety and driving problems, etc.

"Deadhead" Travel Time and Mileage. Travel time and mileage before the first
passenger pickup and after the last passengeradi.op-

Employee Hours/Full-Time-Equivalency (For calculating vehicle service hours per
employee). Transportation system-related hourskegbrby persons employed in
connection with the public transportation systerhdther or not the person is employed
by the operator, for example, a city accounts plypbrson whose time is partly charged
to transit operations). Such persons include eotdr staff. A Full-Time Equivalent
employee count can be calculated by dividing thenlmer of person-hours worked by
2,000.

Employee Pay Hours. The total number of hours (regular or overtime)iclhall
employees have worked and for which they have pa&ha wage or salary.

Fare Revenue.Revenue collected from the fare box plus ticketfpsales (see California
Codes of Regulations Section 6611.2)

Fiscal Year. The year commencing July 1st and ending Jurie@ahe following calendar
year.

Functional Area. A group of related activities performed by an @per or an RTPE
during the course of its normal work. Exampleswfdtional areas include maintenance,
marketing and public information, and grant apgi@maand management.

Independent Auditor. An entity other than the RTPA, county transpootati
commission, transit development board or an operdtee entity does not have to be a
certified public accountant. The county auditornst an independent auditor with
reference to the county or to an operator for wilhehcounty auditor serves as a financial
officer.

Insurance Expense Annual premiums for personal liability and prdgedamage
insurance coverage.
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Local Funds. Revenue derived from taxes imposed by the opecatoounty
transportation commission created pursuant to @ni&¢2 (commencing with Section
130000) of the Public Utilities Code.

Local Transportation Fund. The trust fund established by a county underi@ect
29530 of the Government Code.

Maintenance Cost. Expense associated with maintaining revenue andcsevehicles,
buildings, grounds and equipment, including maiatee labor expense, parts and
supplies expense, and overhead.

Mode of Transportation. The type of transit, e.g.: Light rail, bus, trollbys, cable car,
ferry, or other distinct format.

Municipal Operator. A city or county, including any nonprofit corpoiat or other
legal entity wholly owned or controlled by the ciby county, which operates a public
transportation system, or which on July 1, 197Rariicially supported, in whole or in
part, a privately owned public transportation systand which is not included, in whole
or in part, within an existing transit district. Migipal operator also means any county
which is located in part within a transit distrastd which operates a public transportation
system in the unincorporated area of the countymithin the area of the district.

Off-peak Vehicles. Total revenue vehicles required to meet non-peaiogeservice
needs per weekday.

Operates.“Operates” for purposes of Public Utilities Codecttans 99209 and 99215,
and “operation” for purposes of paragraph (1) dfdsvision (b) of Section 99289, mean
that the operator owns or leases the equipmenabledies route and frequency of
service, regulates and collects fares, and otheraasitrols the efficiency and quality of
the operation of the system, but does not requie¢ bperators of rolling stock be
employees of a public agency.

Operations. The part of the transit system that produces #gsportation; e.g., activities
involving vehicle operators and vehicle scheduling.

Operator. Any transit district, included transit district, maipal operator, included
municipal operator, or transit development board.

Passengers. Total number of unlinked trips; all boarding’shether revenue producing or
not.

Peak Vehicles.Total vehicles needed to meet peak period senacgirements per
weekday.

Personal Liability and Property Damage Claims.Total number of claims filed for
personal liability and property damage losses dyite year.

Property. An agency or organization providing transit seegicsometimes synonymous
with operation, operator or system. However, aditatlaimant may also be referred to as
a “property.”
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Public Transportation System. Any system of an operator which provides trans-
portation services to the general public by anyialehwhich operates on land or water,
regardless of whether operated, separated from @onjunction with other vehicles.

Revenue Vehicle. A vehicle, including, but not limited to, one opted on rails or
tracks, which is used for public transportationveess funded under the TDA.

Road Calls. Vehicles with mechanical problems arising duringrip resulting in the
inability to complete the trip as scheduled.

Transit District. A public district organized pursuant to State kwd designated in the
enabling legislation as a transit district or aidapansit district.

Type (of Transportation). The method by which a transit vehicle provideviser, e.g.:
fixed route or demand-responsive.

Unlinked Trips. Those trips that are made by a passenger on puatisportation that
involve a single boarding and embarkment.

Urbanized Single Area.An area as defined by Section 101 of Title 23 h&f United
States Code (an area with 500,000 or more in ptipolas determined in a federal
decennial census or special census).

Vehicle Service Hour.That time during which a revenue vehicle is avddato carry
fare-paying passengers, and which includes onlhsethtimes between the time or
scheduled time of the first passenger pickup amedtithe or scheduled time of the last
passenger drop-off during a period of the vehiateistinuous availability. (A vehicle is
in revenue service despite a no-show or late ckaticel, if the vehicle remains available
for passenger use.) For example, demand respossiviece hours include those hours
when a vehicle has dropped off a passenger amnavisling to pick up another passenger,
but not those hours when the vehicle is unavail&eervice due to a lunch break. For
both demand-responsive and fixed-route, servicesheill exclude hours of "deadhead"
travel to the first scheduled pick-up, and will@alsxclude hours of "deadhead" travel
from the last scheduled drop-off back to the teahiror fixed-route, a vehicle is in
service from first scheduled stop to last schedste@, whether or not passengers board
or exit at those points (deleting lunch and brdaksncluding scheduled layovers).

Vehicle Service Mile.Those miles traveled by revenue vehicles durieg tehicle
Service Hours.
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CALIFORNIA DEPARTMENT OF TRANSPORTATION
STAFF ASSISTING ON THE PROJECT

* Ms. Tracey Frost, Chief, State Grants Branch

* Mr. Gordon Arruda, Associate Transportation Planner
e Mr. Daniel Yerushalmi, Transportation Planner

* Mr. Ezequiel Castro, Transportation Planner

» Technical Publications and Graphic Services Branch
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Term Page
ATTICIE 4 OF TDA o e e e e e e e e e e e e e eeeebbannnnnees 5,6,7
ArtiCle 4.5 0F TDA oo 56,7
ATTICIE 8 OF TDA ..o eeee et e e e e e e e e e e e e eeeeese b bnnnnnssnnne 57
California Code of Regulations ................ 8610, 11, 31, 34, 45, 85, 87, 88, 124
California Department of Transportation ...... ,.698, 10, 11, 28, 45, 90, 118, 124
Compliance Requirements .................... 9,381,34, 85, 88, 89, 92, 109, 112, 116
Comptroller-General ...t e 8,.15, 23
County Transportation COmMMISSION ............ommmeeeeeereeeeeennnnnnnn.d, 7, 87, 88, 118
Detailed REVIEW ......ccuuiiiiiiiiiii et s e eae e ea e e 19, 21, 31, 54, 9252
Director of the California Department of Transptda ........................... 6, 28, 90
Draft Report ... 8, 21,79, 81, 85, 110, 111, 112, 126
Field WOrk Standards .........ccccuvviieiieieeniees i 7,23, 24
FINal REPOIT ..oveeiiiiiii e 7,8,22,79, 8501111
FINANCial AUAILS .....coooiiiiiiiii e 7,17
FOllOW-UP REVIEW ......cooiiiiiiiiiiiiie e 7,22,31, 35, 37,93,
Functional Reviews .............. 7, 38, 39, 40,48,53, 57, 58, 60, 61-67, 76-78, 80
............................................................................. 88, 95, 106, 11041225, 126
Initial / Preliminary ReVIEW ............cccccvieeeevvnnnnee. 7,19, 21, 31, 38, 40, 85, 87, 88
Internal Controls .........coooiiiiiiiiiiii e 7,23, 24, 26, 41, 42,48
Level Of EffOrt ... e e 8, &, 81, 111
Metropolitan Transportation Development Board. ........cceeeeeeeeee.... 7, 87, 88
MOAES Of SEIVICE ..vniieiiee e e e e e e eraaeeeas 7,38
Performance AUIES .......cccoiiiiiiiiiiiiiiiee e 7,8
Performance Indicators ................ 8,9, 21,38 39, 41-45, 49-53, 116, 124, 125
Public Utilities Code ..........cccc...... 1, 5-8,115, 22, 31, 34, 35, 48, 49, 52, 85, 88,
.............................................................................................. Q0, 115, 118, 124
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Regional Transportation Planning Entities (RTPES)............... 1,2,5,8,85,116
REPOIt Preparation ...........oooooiiiiiiiis ottt s s e e e e e e e e e e e eeeeeeeeeeneneeeenees 21
Reporting Standards .............eeeviiiiii e 7, 8,19, 26, 27
Request for Proposals .........coooiiiiiiiiiiiiiiii e 8,117
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State CONLrOIEr .....eueeeiieee e 6,.34, 45, 90
Transit Operators .1, 2, 5-10, 16, 29, 31, 3243954, 81, 93, 118, 120, 124-126
Transportation Development ACt ...........oeveeeeeeveeennnns 5, 8, 31, 88, 118, 124, 125
Transportation Planning AQENCY .....ccoooeii e e 5,6,7, 85,87
Transit Development Board ...............ouiimmmmiiieeeeeiiiiiiiiieneene 5,7,87, 88811
TYPE OFf SEIVICE oottt e e e e e e e e e e e e e eeaneeananes 38, 39,41
Unmet Transit NEEUS ........cooiiiiiiiiiiies et e e e e e e e e e e e eeeeeeeeebennnnnees 116
Urban Mass Transportation Administration .........c..ccccoeeevvieeeeennnnn... 10, 34, 108
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