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WHAT IS THE PURPOSE OF THE GUIDEBOOK?

The purpose ofthe Guidebook is to provide information smencies or individuals involved in a
triennial performance audit. These agencies and individuals may include agencies coffiraating
performanceaudit, agencies undergoing audit, the auditors whoconduct performancaudits,

and members of the public who are interested in the audit process. The information included in the
Guidebookidentifies requirements and guidelinggt can beapplied,the basic structure of the

audit, specific information on reviewing transit operators and Regional Transportation Planning
Entities and suggestions on how to prepare and present the audit report.

WHY DO A PERFORMANCE AUDIT?

The California Public Utilities Code requirtigat alltransit operators and Regional Transportation
Planning Entities have a triennial performance audit conducted of their activities.

While meeting the legatequirementsfor conducting a performance audit important, a
performance audit alsarovides an opportunity for an independetjective and comprehensive
review of theeconomy, diciency and effectiveness of the entity beiagdited. The audit has
other benefits, including:

. Provides management with useful informatiorassesgastactivities andprovides
insight for future planning efforts:

. Provides management with a review and evaluation @fgamcy'sorganization and
operations;

. Presents an opportunity to utilize auditor expertise which can supplement staff work;
and

. Assures public accountability for the use of public funds.

WHAT IS A PERFORMANCE AUDIT?

A performance audit is a systematitocess ofevaluating anorganization's effectiveness,
efficiency and economy of operation under management control. The objectives of the audit are to
provide a means for evaluating arganization'erformance and to enhance the performance by
making recommendatiorier improvements. The auditmeasures performance agaiasteptable
criteria and focuses on management's planning and control system. In addition, thecualies

the adequacy of aprganization's systems atite degree of complianagith established policies

and procedures. The evaluatiorresultsare reported to the appropriate individuals or agencies
requesting the audit or being audited, along with any recommendations for improvements.

HOW IS A PERFORMANCE AUDITOR SELECTED?

The Regional Transportation Planning Entity is responsible for ensuring that a performance audit is
conducted and must select an auditor to perform the work. An auditor is normally selected through



a Request for Proposgrocess. Asample Requesior Proposal and tips fomanaging a
performance audit are provided in Chapter thef Guidebook.

WHO RECEIVES THE PERFORMANCE AUDIT?

The Department offransportation receives copies of the performance auditall dRegional
Transportation Planning Entities. Additionallpe Department receives certificatiiom each
Regional Transportation Planning Entity that required performance audits have been completed for
all transit operators under the Entity's jurisdiction.

The Regional Transportation Planning Entities should receive and present to their governing boards
not only their own performance audit, but the performance audits of all transit operatorgheirder
jurisdiction. The audit reporshould also be presentedtte officials of each auditeehtity. In
addition, the reports should be made available to members of the public.
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I. INTRODUCTION

The California Public Utilities Code requirtigat alltransit operators and Regional Transportation
Planning EntitiegRTPES) have a triennial performance audit of their activities. Operatats
receive funding under Article 4 of the Transportation Developraen{TDA) are required to have

a performancaudit. Thoseclaimants that receivieinding underArticle 4.5 orArticle 8 are not
required to have a performance autdiwever,they mayfind it useful to undergo a performance
audit.

The California Department of Transportation (Departmbagthe responsibility tensurethat the

TDAis implemented. To assist the entities that are required to have performance audits conducted
of their activities, theDepartmenthas developed théPerformanceAudit Guidebookfor Transit
Operatorsand Regional TransportationPlanning Entities (Guidebook). The purpose of this
Guidebook is to assigntities involved in the conduct of triennial performance auditaaeting

the requirements of the TDA and deriving maximum benefit from the audits.

This chapter describes the performance audit requirement for transit operat®ERiasl Italso
discusses who should use this Guidebook, hbe Guidebook is organized, how it was
developed, and what its limitations are.

.1 WHAT ARE THE PERFORMANCE AUDIT REQUIREMENTS?

Public Utilities Code Sectio®9246(a) requireshat a Transportation Planninghgency shall
designate entities other théself, a County Transportaticddommission, alransit Development
Board, or anoperator tomake a performance audit @6 activities and the activities afach
operator to whom iallocates Article 4funds. Italso stipulateghat thetransportation planning
agency shall consult witthe entity to be audite@rior to designatinghe entity to make the
performance audit.

Section99246(b) ofthe Public UtilitiesCode, statesthat the performance audit shall evaluate the
efficiency, effectiveness and economy of the operaticthefentity beingaudited. It requirethat

the audit be conducted in accordance whin eficiency, economy ang@rogam results portion of
the ComptrollerGeneral's "Standards foAudit of Governmental Organization®?rograms,
Activities and Functiong’rograms Activities and Functions.” The performance auditsiust be
conducted on a triennidlasis pursuant to a schedule establishedhbyTransportation Planning
Agency, a County Transportation Commission or a TrdbevielopmenBoard (hereafter referred
to as Regional Transportation Planning Entities or RTPES) having jurisdiction over an operator.

Regional Transportation Planning Entities include Transportation Planning Agencies, County
Transportation Commissions, and Transit Development Boards.
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Public Utilities Code Section 99246(c) stipulatkat the performance audit of tRIPE shall be
submitted to the Director of the California Department @Ensportation. In addition, it requires
that the RTPE certify in writing to thBirector that the performan@dits of operator®cated in
the area under its jurisdiction have been completed.

Public Utilities Code Sectiof9246(d) statethat the performance audit of aperator providing
public transportation services shall include, but noliroged to, averification of the performance
indicators defined in Sectiof9247 the Public UtilitiesCode. 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 requirethat the performance audit of awperator providingpublic
transportation services include, but not lingited to, consideration of theneeds and types of
passengers being served. In addition, it requires the considerattmn eshployment of part-time
drivers and the contracting with common carriers of persons operating under a frantibesgser
to provide services during pedlours, asdefined in subdivision (a) of Sectid®260.2 of the
Public UtilitiesCode. Finally,Section99246(d) stateshat the performance audit may include
performance evaluations bdibr the entiresystem or forthe system excluding speciahew or
expanded services instituted to test public transportation service growth potential.

Public Utilities Code, Section99248stipulates that noperator iseligible to receive an allocation
underthe TDAfor anyfiscal year until it transmitseports of its performancaudit to the entity

which determines the allocation to the operator and the transportation plageimgy. This must

be done foithe three-year period ending one ypdor to the beginning of the fiscal year of the
proposed allocation.The RTPE is required tonake thereportingavailable to interesteparties.

The RTPE is also required prior to September 1st of each fiscal year to providieetiter of the
California Department of Transportation and the State Controller a schedule of performance audits
to be submitted duringhe fiscal year and a list @l operators orclaimantswho operated or
commenced operations during the prior fiscal year.

As provided in Public Utilities Code Secti@®®246, Transportation Planning Agencies have the
authority to designate the audittor performance audits of themselveShey also have the
authority to designate the auditmr performance audits of transit operators uritberAgency's
jurisdiction, after consulting with the respective operators.
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Section99249 ofthe Public UtilitiesCode stateshat thecost ofthe performance audit may be
deemed an administrativeost of the transportation planning agenéyr purpose ofSection
99233.1. Howeverthe Legislature encourages thse of fundsmade available by the federal
government to support such purposes.
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.2 WHO SHOULD USE THIS GUIDEBOOK?

The Guidebook is designed to meet the needs of those entities, organizations and individuals who
must familiarize themselves withtriennial performance auditequirements, approaches and
methodologies. Specifically, these entities, organizations and individoals include the
following:

. Regional Transpatation Planning Entities - Which include Transportation
Planning Agencies, County Transportati@ommissions,and the Metropolitan
Transit Development Board.

. Transit Opeaators - That receive funding unddrticle 4 of the TDA areequired
to have a triennial performance audit of their activities. Tlet@smants that receive
funding underArticle 4.5 orArticle 8 mayfind it useful to undergo a performance
audit; however, an audit is not required under current law.

. Auditors - Who are selected to conduct triennial performance audiBT&fES,
transit claimants and operators; and

. Other Interested Parties - Who may include public officials and the general
public who are concerned with the use of public funds for transit in California.

While the interests and focus dhese gpups may vary, this Guidebook provides useful
information andechnicalassistance to enabdach goup to bothcomply with performanceudit
requirements and benefit from the audit process and the results of performance audits.
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.3 WHAT INFORMATION SHOULD BE USED IN CONJUNCTION WITH THE
GUIDEBOOK?

This Guidebook haseen developed tassistentities involved in the conduct dfiennial
performance audits required undlee TDA. While theGuidebook providegeneral information
regarding performance audits requirements, suggested approaches and methotwogiass
additional publications that willprovide specific information which will be necessary in
understanding, defininghe scope,and in conducting performanceudits. These publications
include:

. Transportation Development Act, Statutes and California Code of
Regulations by the California Department dfransportationDivision of Mass
Transportation. (Note: this document is updated annually by the Department.) This
document contains the amended statutes and relattidns ofthe California Code
of Regulations as adopted by the Department. Among the itatthis document
contains are:

- California GovernmenCode, Title 3, Division 3, Chapter 2Article 11,
commencing with Sectio29530, establishing the_ocal Transportation
Fund,

- California Public Utilities Code, Division 10, Part 11, Chapter 4,
commencing with Sectio®9200, detailing the statutes as enacted and
amended by the State Legislature; and

- California Code ofRegulations, Title 21, Chapter 3, Subchapter 2,
commencing with SectioB600, containing the text of the administrative
regulations adopted by the Director Départment ofTransportation with
the advice and consent of the California Transportation Commission.

. Standards for Audit of Governmental Organizations, Programs,
Activities and Functions, 1988 Revision, published bthe United States
General Accounting Office and the Comptroller General of the USitateés, which
is for sale by the Superintendent DbcumentsU.S. Government Printing Office,
Washington, D.C. 20402. This document contains the following information:

- Standards for audits of government organizatipnggrams activities and
functions;

- General standards for conducting performance audits; and

- Fieldwork and reporting standards for performance audits.
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.4 HOW IS THE GUIDEBOOK ORGANIZED?

The Guidebook is organizeihto five major chapters andsaries appendices. This firshapter
presents an overview difie Guidebook and an introduction tdennial performance audits of
transit operators and RTPEs. It also describedegalrequirementdor conducting performance
audits.

The secondchapter defines a performance audit and identifies the major componentsaoditin
anddiscusseshe flow of a performanceaudit, aswell as the major benefits to be derived from
conducting audits.

The third chaptepresentgshe major components of performance audits of trasrators. It
discusses howransit operator performance indicators are verified @noidesguidance on the

review of major functions of transit operators. It also discusses different types of transit operators
and the need to adapt performance audit methodologies to the specific transit operator being
audited. In addition, it describes the compliance and reporting requirements for performance audits
of transit operators, as well as suggested steps for following up omppriormance audit report
recommendations.

The fourth chapter of theGuidebook discussethe conduct of performance auditsy RTPEs.
Specifically, it differentiates between tharious functions andctivities performed by different
types of RTPEs. lalso presentguidance orhow to review these functions arattivities and
present findings and conclusions. In addition, fl@stiondiscusses how to follow-up on prior
performance audit recommendations regardRIgPEs, aswell as how to review compliance
requirements.

The fifth chapter in the Guidebook describes a suggested procurproeasshat can baused to
secure entities to conduct performance audits of trapsitators andRTPEs. Italso presents a
sample Request for Proposiaat can be adapted by entitiseking to procure performanaadit
services.

Finally, the Guidebook provides a series of Appendices that may be usbéitaunderstanding
and utilizing theGuidebook. These Appendices include a listing of commambed acronyms, a
glossary which defines key audit terms and an index of key terms.
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.5 HOW WAS THE GUIDEBOOK DEVELOPED?

This Guidebook wasleveloped byKPMG Peat Marwick, undercontract withthe California
Department of Transportation. The Guidebook replaceshe "Transit PerformanceAudit
Guidebook," dated April 1982, previously issued by the California Department of Transportation.
The earlier Guidebook was one of the products of the Transit Performance Measures study project,
funded in part by the CaliforniBepartment offransportation and an Urban Mass Transportation
Administration (UMTA) gant.

In developing this reviseGuidebook,the following steps wergaken tomeet thevarying needs
and concerns of transit operators and RTPEs throughout the state.

. Establish _a Project Advisay Committee - The California Department of
Transportation designated a broadly representative Project Advixmnynmittee to
work with the KPMG PeaMarwick projectteam in thedevelopment of the revised
Guidebook. The objective of the Projedhdvisory Committeewas to provide
additional assurance that the project teaas aware of and understodbe interests
and viewpoints of agenciestogips, and individuals concerned witthe project.
Also, the Project Advisory Committee assisted in the development @fathework
for the Guidebook and in buildingpnsensus othe goals, objectivesand benefits
of performanceaudits. The members of the Projeatlvisory Committee are listed
in Appendix C, while the staff providing assistance to the project fhenCalifornia
Department of Transportation are listed in Appendix D.

. Conduct a Literature Search and Legal Review- The projecteamreviewed
publicationsissued byother state transportation organizations and byUHgan
Mass Transportation Administration pertaining to performance auditing policies and
practices. The projectteamalso reviewedhe 1989 publication by the California
Department ofTransportation regarding the TransportatiDevelopmentAct to
ensurethat themostrecent changes in statute and CaliforGade of Regulations
requirements were reflected in the Guidebook.

. Survey of Transit Opeators and RTPEs - The projectteam conducted a
comprehensive survey of all transit operators and RTPHwiState to solicit their
views on performance audits atiee areasvherethe existing "Transit Performance
Audit Guidebook" could be improved. The transit operators and RTPEs responding
to the survey are listed in Appendix E.
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. Follow-Up Interviews With a Cross-Section of Public Transit
Officials and Opeators - In order to obtain a better understanding of Ipalic
transit officials perceived the current planning and operations environment in
California, the project team performed follow-up interviews with staff froonoss-
section of transit operators ariTPEs. The follow-up interviews provided
additional insight regarding the importassues or concerrtbatwere raised in the
written survey. The agencies that received follow-up visits are listed in Appendix F.

10
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.6 GUIDEBOOK LIMIT ATIONS

This Guidebook contains sections which reference the Public Utilities Code, the California Code of
Regulations, and other requirements that may be subject to amendment or chan@aiddiheok

is useful as a reference document, but the reader should refer to existing statutes or codes to ensure
that recenthanges in law or regulation are consideredl@meloping, conducting or reviewing
performance audits.

Shouldthe user have anyquestions regardinthe content omuse ofthe Guidebook, orrequire
additional information, the user should contact:

California Department of Transportation
Mass Transportation Program

P.O. Box 942874 M.S. 39
Sacramento, California 94274-0001
(916) 654-8811

Attn: TDA Progam Manager
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[I. BACKGROUND ON PERFORMANCE AUDITS

This chapter presents general backgroufiokrmation regarding thpurpose,definition andutility of

a performanceaudit. Specifically, it describes whiie benefits of a performance audit can be and
how aperformance audit is different fromfiaancial audit. It also discussdke performance audit
process and outlines standards for conducting a performance audit.

1.1 WHAT IS A PERFORMANCE AUDIT?

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

. A systemic process oévaluating anorganization's effectiveness, efficiency, and
economy of operation under management's control and reporting to appropriate persons
the results ofthe evaluation alongvith recommendationgor improvements. Its
objectives are to provide a medns evaluating arorganization'performance and to
enhance performance by making recommendafionsgmprovements. Performance
auditing requires measurintge degree of correspondence betwaetnal performance
and acceptable criteriand focuses on management's planning @rdrol system.

Both the adequacy of the system and the degree of compligtiicestablished policies
and procedures are evaluated.

The Comptroller General of the United Stakesmdsthe General Accounting OfficEGAQO), which
conducts reviews of governmenmtograms andctivitiesfor the federalgovernment. In 1972, the
Comptroller General issued "Standards for Audit of Government Organiz&i@gams Activities
and Functions,"often referred to as thgellow book." These standardare to befollowed by
auditors and organizations when required by law, regulation, agreement or contract, or policy.

In 1988, the Comptroller Genergbublished an updated version thfe "Standards forAudit of
Governmental OrganizatioRrograms,Activities and Functions.” This versiomeplaces thel972
publication of the Comptroller General.

Section99246(b) ofthe Public UtilitiesCode requireshat the performance audit tfansportation
planning entities and operations shedaluate the &€iency, effectiveness and economy of the
operation of the entity being audited and shall be conducted in accordéhcthe eficiency,
economy, and progm results portions ofthe ComptrollerGeneral's "Standard foAudit of
Governmental Organizations, Programs, Activities, and Functions."
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1.2 WHAT ARE THE BENEFITS OF A PERFORMANCE AUDIT?

The triennial transportation performance audits are intended to providdependentpbjective and
comprehensive review of the economy, efficiency and effectiveness of a transit opera®rRIE.a

These audits also provide management of a transit operator or a RTPE with informaseas® the
contributions of their programs and activities in the past three years, as well as present helpful insights
to management for use in future plannirfigrs.

The results of performance audits also provide a meaassofingegislative andgoverning bodies

and the public that the resources of a transit operator or Rid°Eeing economically andieiently

utilized. In thisway, the performance audit report can provide accountaliditythe use ofpublic

funds and for the actions of management, as well as document recent achievements. The performance
audit reportresultscan also be used bynanagement of a transit operator or RIAPE tovalidate

current goals and objectives, or emphasize the need for change in certain areas.

An indirect benefit of performance audits is the special skills or expertise that auditors may bring to an
audit engagement.The performance auditor may have specific expertise that can supplement the
capabilities of the transibperator's orthe RTPES' staff and provide additional insight into the
operation of current programs and activities, as well as useful suggestions for improvement.

Finally, the management of trangjperators and RTPEsre often preoccupiedith addressing
currentissues or providing services on a day-to-tagis. The pressing demands a@perating an
organization on a daily basis can deter managers from taking a more broad-basethkiolowatrall
goals and objectives, as well #® impact of specifigorograms and activities. The triennial
transportation performance auditfoafls management theopportunity to periodically have an
independent and objective evaluation of their organization and opertduadiosherwisemight not be
feasible given the daily demands of managing transportation programs and activities.

13
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1.3 HOW ARE PERFORMANCE AUDITS DIFFERENT FROM FINANCIAL
AUDITS?

The objective of performance auditing is to systematically evaluatagamization's effectiveness,
efficiency, and economy of operation under management's control. The audit report communicates to
appropriate persons the results of the evaluation along with recommendations for improvements.

In contrast, the objective of financial auditing isetgpress an opinion kiye independent auditor on
the fairness with which arentity's financial statements present financiabsition, results of
operations, and changes fimancial position in conformity with generallyaccepted accounting
principles. The auditor's report is the mediunthrough which an opinion is expressed, if
circumstances require, disclaimed.

Exhibit II.1 on the nextpage, summarizes the major differences between financial auditing and
performance auditing.

14
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Exhibit 11.1 COMPARISON OF FINANCIAL AND PERFORMANCE AUDITING

FINANCIAL AUDIT PERFORMANCE
AUDIT
Responsibility To attest to the fairness of To provide an independent view
financial statements. on the extent to which

transportation operators and
RTPEs are economically
efficiently, and dectively
carrying out their
responsibilities

Information For third parties For management, oversight
bodies, and the public.

Direction of audit Retrospective Retrospective and prospectiyve

15
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1.4 WHAT IS THE STRUCTURE OF A PERFORMANCE AUDIT?

The ComptrollerGeneral's "Standards fohudit of Governmental Organizationd2rograms,
Activities, and Functions" sets forth the field work and reporting standargerfi@rmance audits.
The majorsteps involved in @erformance audit arghown inExhibit [1.2. Each of thesesteps is
briefly described in the sections that follow.

Preliminary Review

An audit needs to be properly planned to ensure that it will be successful. The auditor's responsibility
in planning the audit includes defining the audit objective and plarhomgthe objectives can be
attained while establishing a balance between audit scope, time frames and resources.

The information needed by the auditor to plan the audit veibsthe objectives, as set forth in the
audit agreement, and the activities of the entity to be audited. A preliminary review of the entity may
be made to gather information on the overall activities of the entity and to help identify specific audit
areas. Itis a process fquickly gathering information, withowtetailedverification, on theentity's
organization, programsctivities andfunctions. The preliminary reviewalso shouldinclude the
collection of copies oprior audit reports and othemternal and externastudiesthat have been
conducted regarding the entity being audited.

The preliminary reviewprovides information abouthe keysystems and procedures used for
managing finances and operations &rdevaluating and reportingerformance. It also provides
information about the size and scope of the entity's activities, as well as areas inhetaamay be
internal control weaknesses,uneconomical or inefficientoperations, lack of effective goal
achievement, or lack of compliance with laws and regulations. Tests to determine the significance of
such matters are generally conducted in the detailed review phase of the performance audit.

The Comptroller General's "Standards foAudit of Governmental Organization€P?rograms,
Activities, and Functions" states that due professional care should be used in conducting the audit and
in preparing relatedeports. Due professionalcare includedfollow-up on known findings and
recommendation fromprevious audit¢hat could have an effect on the current audit objectives to
determine whether prompt and appropriate corrective actions have been taken by entity officials or
other appropriate organizations.

16



California Department of Transportation

II. BACKGROUND ON PERFORMANCE AUDITS

Exhibit [I.2 OVERVIEW OF THE PERFORMANCE AUDIT REVIEW

Preliminary
Review

« Backgound Review| Detailed Review

* Indentify Functions

* Verify Performance
Indications

* Test Compliance

+ Review Functions Report
« Gather Preparation
Documenation

* Develop Findings

« Draft Report Finalization and
« Forwared Reporttd ~ Presentation
Management

« Meet and Discuss Follow-up
Report With Review
Management

» Make Necessary

» Change in Report

* Present Final
Report

* Review Status of
Report

* Recommendations

17
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The verification, analysis and review othe operators'performance indicators and testing of
compliance with TDA requiremenghould be performed durirthe preliminary reviewphase of the
performance audit. The steps necessary to audit the performance indicators and compliance areas will
provide the auditowith an understanding dhe entity's managemensystems angbrocedures. It

will also provide information abouthe entity's activities, possiblanternal control weaknesses,
reporting procedureseconomy and efficiency obperations, andhe extent towhich the entity is
achieving its goals.

Detailed Review

The purpose ofthe detailedreview phase is to perforrthe work necessary teneet the audit
objectives as set forth ithe audit agreement and as established as the result of the preliminary
review.

The detailed review phase of the performance audit builds on the results of the preliminary review and
consists of gathering sufficient, competent, and relevant evidence to affe@sanabldasis for the
auditors' judgments and conclusions regarding the organization, pragtwity, or function under

audit.

The evidence may be categorizedpdtysical, documentary, testimonial, aadalytical. Physical
evidence is obtained by direct inspection or observatioagtivities ofpeople, property, or events.
Documentary evidenceconsists ofinformation such as lettersyritten policies and procedures,
contracts, accounting records, and management information on performance. Testimonial evidence is
obtained from others through statemeetseived inresponse to inquiries or through interviews.
Analytical evidence includes computations, comparisons, reasoning, and analysis of information.

Repat Preparation

The ComptrollerGeneral's "Standards fohudit of Governmental Organizationd2rograms,
Activities, and Functions" statdlat written auditreportsare to be prepared communicating the
results ofeach performancaudit. Written reportsarenecessary to (ajommunicate theesults of
audits to officials atall levels of government, (b)make theresults less susceptible to
misunderstanding, (c) make the results available for puigjgection, and (dfacilitate follow-up to
determine whether appropriate corrective actions have been taken.

The performance audstandards providéhatreportsare to beissued promptly so as tmake the
information availablefor timely use by managemenpublic officials and the genergublic.
Appropriate contentfor anaudit report are described mdr®roughly in Sectionl.6, titled "What
Are the Reporting Standards for Performance Audits?," which begins on page 23.

Once thedraft report isprepared, a copy should be providedhi® management of the entity being
audited for its review and comment.

Finalization and Presentation

After management has had an opportunity to review and comment on the draft audit report, the auditor
should meet with managementdscusstheir comments on theeport. Based othe results of this
meeting,the auditorshould make any necessary changestire audit report and prepare tfieal

report.

The performance audit repa@houlddocument theesults ofthe audit. It also shouladontain the

views of responsible officials of the organizatipnpgram,activity, or function audited concerning
the auditors' findings, conclusions, and recommendations, and what corrective action is planned.
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These views of responsiblefiofals normallyshould beobtained in writingfor significantfindings,
conclusions, andrecommendations affecting the auditeatity. If in the auditors' opinion the
comments are notalid, the auditorsmay choose tostate theirreasons forrejecting them.
Conversely, the auditors should modify their report if they find the comments valid.

Uponthe completion of the preparation of theport,including receipt an@nalysis ofthe views of
the audited entity, the report should be presented to the officials of the aediied and inthe case
of reports on audits afperators, tadhe responsible RTPE, which providéise allocation of TDA
funds.

Follow-Up Review

Management of the audited entity is primanigsponsible fordirecting action andollow-up on
recommendations. As a follow-up the previous performancaudit, the auditor'sreport should
disclosethe status of knowrbut uncorrected significant anaterialfindings and recommendations
from prior performance audits that affect the current audit objective.

Public Utilities Code, Section99244, stipulates that aRTPE shouldannuallyidentify, analyze and
recommend potential productivity improvememtbich could lowerthe operatingcosts of those
operators which operate at least 50 percent of their service miles witHRTBies jurisdiction. This
provides anexcellentopportunity for RTPEs to follow-up othe actions taken bypperators in
response to recommendations that are made in prior perforraaditeeports. RTPEsnay want to
apply similar scrutiny tdhe actionswhich they havetaken inresponse tadhe performance audit
reports of their own activities.
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1.5 WHAT ARE THE FIELD WORK STANDARDS FOR PERFORMANCE
AUDITS?

The Comptroller Generdias established various fieldwork standardsctmmducting performance
audits. Exhibit 1.3, onthe nextpage,summarizes these majstandards.Each of theséeldwork
standards are briefly described below.

Work Should be Adequately Planned

This standard places responsibility thie auditor or audit organization tieoroughly plan araudit.

This includes defininghe audit objectives and plannitgw the objectives can be attained while
establishing a balance between audit scope, time frames, and staff-days to be spent ¢ptensore
use of audit resourceChapterlll and Chapter IV each containsuggestedevel of efort that may

be needed to complete a typical performance audit of a transit operator and an RTPE, respectively.

Staff Should be Propealy Supevised

This standard places responsibility on the auditor or auditing organization for seeing thdictafe
involved in accomplishing the objectives of the audit receive appropriate guidansapamdision to
ensure that the audit work is properly conducted and that the audit objectives are accomplished.

An_Assessment Should be Made of Compliance with Applicable Requirements of
Statutes and Reqgulations

The auditshouldinclude anassessment aompliancewith applicable requirements of statutes and
regulations. The level of the compliancassessment conductedll vary dependinguponthe scope
and objectives of the performance audit. However, the audit should be desighattke audit will
provide reasonable assurance of detecting abudlegal acts thatould significantly affect the audit
objectives.

An AssessmentShould be Made of Applicable Internal Controls

The auditor shoulanake amassessment @fpplicable internatontrols when necessary to satisfy the
audit objectives. In audits having as objectitresassessment @dhe adequacy of particular internal
controls, the auditor should design steps and proceduessésshe effectiveness of the prescribed
control procedures oactual control practices, anchay recommend chang&gere appropriate to
strengthen controls.
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Exhibit 1.3 SUMMARY OF PERFORMANCE AUDIT FIELD WORK SANDARDS

STANDARDS* DESCRIPTION/RATIONAL
1. Work should be adequately planned. Defines audit objectives, audit Scope, time
frames, and resources.
2. Staff should be properly supervised. Staff receive appropriate guidance and
supervision to ensure audit objectives are
achieved.

3. An assessment should be made of applicabld Audit steps and procedures should be employed,

internal controls. when appropriate, to ensure adherence by thg
audited entity to applicable statutes and
regulations.

4. An assessment should be made of applicabld Audit steps and procedures should be used tg
internal controls.. assess the effectiveness of internal control
procedures and practices.

5. Sufficient, competent and relevant evidence | Auditor judgments and conclusions should be
should be obtained. supported by objective information and
documented evidence.

*Source: Comptroller General’s Office, “Government Auditing Standards, “1998
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Sufficient, Competent, and Relevant Evidence Should be Obtained

The auditorshouldobtain sufficientcompleteand relevant evidence td@fd areasonabléasis for

the auditors'judgments and conclusions regardithg organization, programactivity, or function

under audit. Arecord of the auditors' work is to be retained in the form of working papers. Working
papersmay includetapes, films,and discs. When computer-processelhta are an important or
integral part of the auddénd thedata'sreliability is crucial to accomplishing the audibjectives,
auditors need to satisfy themselves that the data are relevant and reliable.
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1.6 WHAT ARE THE REPORTING STANDARDS FOR PERFORMANCE AUDITS?

The Comptroller General's Office h@entified specific reportingtandards foperformanceaudits.
Exhibit 11.4, on the nextpage,summarizes these reportistandards. Each of thesestandards are
described separately in the following sections.

Written Audit Repats Should be Prepared

Written reportsare necessary to (ajommunicate theesults of audits to ffials at all levels of
government, (b) make the results less susceptible to misunderstandimgkéciheresultsavailable

for public inspection, and (dxcilitate follow-up to determine whether appropriate corrective actions
have been taken.

Repats Should be Issued Promptly

Performance auditeports should be issued promptly so asnttke the information available for
timely use bymanagement and publicficfals, and by othemterestechbarties. To be omaximum
use,the reportmust be timely. The value of a carefully prepared report to decision-makers may be
reduced if it arrives too late. Therefotke auditorshouldplanfor the timelyissuance othe audit
report and conduct the audit with this goal in mind.

The Repat Should Include a Statement of the Audit Objectives and a Desciption of
the Audit Scope and Methodology

Knowledge ofthe objectives of thaudit, andthe auditscope and methodology faichieving the
objectives, is needed by readers to understtamgurpose ofthe audit, judge the merits of the audit
work and what is reported, and understand any significant limitations.

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

. Afull discussion of the audit findings, and where applicable, the auditor's conclusions;
. The cause of problem areas noted in the audit;
. Recommendationfor actions to correct the problem areas and to impoperations,

when called for by the audit objectives;

. A statement that the auditas made in accordanceith generallyaccepted government
auditing standards and disclose when applicable standards were not followed;
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Exhibit 1.4 SUMMARY OF PERFORMANCE AUDIT FIELD WORK SANDARDS

STANDARDS*

DESCRIPTION/RATIONAL

1. Written audit reports should be prepared.

2. Reports should be issued promptly.

3. Reports should include a statement of the

objectives and a description of the audit scoy

and methodology.

4. Reports should be complete, accurate, object

and convincing.

5. Written audit reports should be submitted to hé/ritten reports should be submitted to the

appropriate officials..

au

Written reports communicate results for a
audience, help avoid misunderstandings, and
facilitate follow-up.

Make audit information available for timely use
by management and other interested officials g
parties..
Hftatement of audit objectives and a descriptior
purpose and results of the audit.
vehorough, clear and concise reportecively
communicate audit results.

organizations or officials requiring or arranging

parties, as appropriate.

vide

-

of

escope and methodology assists in understanding

for the audits, management, and other interesjed

*Source: Comptroller General’'s Office, “Government Auditing Standards, “1998
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. Significant internal controlthat were assessedhe scope ofthe auditor's assessment
work, and any significant weaknesses found during the audit;

. Notation of all significant instances of noncompliance and abusealkindications or
instances of illegal acts that could result in crimpasecutiorthatwere found during
or in connection with the audit;

. Pertinentviews of responsible fifials of the organization, programactivity, or
function audited concerning the auditors' findings, conclusions, and recommendations,
and what corrective action is planned;

. A description of any significant noteworthy accomplishmeiuatticularly when
management improvements in one area may be applicable elsewhere;

. Alisting of any significant issues needing further study and consideration; and

. A statement about any pertinent informatibiat was omitted because it is deemed

privileged or confidential. The nature of such information should be described, and the
basis under which it is withheld should be stated.

The Repoat Should be Complete, Accurate, Objective, and Convincing

The report should be complete, accurate and convincing but also shouidtée to be as clear and
concise as the subject matter permits. This will enthatetheresults ofthe audit can benderstood
by the management of the entity receiving the performandé, aswell as by other concerned or
interested parties.

Written  Audit Repats Should be Submitted by the Audit Organization to the
Appropriate Officials

The performance auditor should submit written audit reports to the chief executive of the RTPE and to
the chief executive of a transit operator that is being audited. Copies of the reports should also be sent
to other officials who may be responsible for taking action on audit findingseaothmendation and

to others authorized tieceivesuch reports, such asembers of RTPE governirigoards. Unless
restricted by statute or regulation, copies shouldhbde availabldéor public inspection. RTPEs are
required to send a copy of their performance audit reports to the Director of the Califgpaiament

of Transportation.
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[ll. PERFORMANCE AUDITS OF T RANSIT OPERATORS

This chapter describes the major work stepsl@ments of conducting performance audits of transit
operators. Specifically, it discusses seven elements, including:

Review of compliance requirements;

Follow-up review of prior performance audit recommendations;
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 audit report.

The elements described tinis chapter othe report are presented @sidelines. Bwutilizing these
elementsthe auditor conducting a performance audit of a transit operatoenglirethat the audit

meets the requirements of the Public Utilitttede andthe CaliforniaCode of Regulations. In
addition, these elements are consistent with the "Standards for Audit of Governmental Organizations,
Progams, Activities and Functions,” published by the Comptroller General.

Although these elements are distinct @edve avariety of purposes, aauditorshould notwait to
completeone before starting anotheDoing so could result in repetitivaterviews and araudit
which is more burdensome and time consuming than necessary.

Exhibit 111.1, presented on the nextage, provides an overview dihe major elements in a
performance audit of transit operators. Each of these elements is discussed separately in the sections
presented below. In addition, this chapter provides information regarding the potential level of effort
that may be needed to conduct a transit operator performance audit.

1.1 REVIEW OF COMPLIANCE REQUIREMENTS

Section 99245 of the Public Utilities Code requires an annual certified fiscal audit alaawmnt of
Transportation Developme#ict (TDA) funds, and specifieshat thereport on the fiscal audit shall
include a certification that the funds allocated todlenantpursuant tdhe TDAwere expended in
conformance withapplicablelaws and rules and regulations. Thougk compliance verification
requirement is not a responsibility of the performance auditor, several specific requiremeradeare
by the TDAand accompanying regulations which concern issues treated in performance audits.
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Exhibit 111.1 MAJOR ELEMENTS IN A PERFORMANCE AUDIT OF TRANSIDPERATORS
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Review of
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.2
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Review of Prior
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Audit
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This Guidebook includes a summaryagitain key compliancessues whichare closely related to
performance audit issues. Exhibit Ill.2, presented on the next pages, deselgiotsi compliance
requirements and references the relevant section of code or regulation.

SuggestedAudit Steps

This section identifies three majatepsthat the performance auditor maytilize to review
compliance requirements in the performarenedit. These include: discussing compliance
requirements with the transit operator, documenting evidence of compliance; and reporting the results
of the compliance review.

Discuss Compliance Requirements with the Operator - Most compliance
requirements are the direct responsibility of dperator. Howeversome requirements
may not be familiar to the operator, since tiperator'scompliance may beverseen by

the RTPE. The auditor will need to investigate evidence of compliance, but these
discussions shouldnable the auditor to gain a betterderstanding othe operator's
systems and procedures.

Investigate Evidence ofCompliance - Based upon discussions witiie operator
and the RTPE, the auditor should determine whether objective evidenompliance is
necessary. Such evidence may consist of documents, calculated measuresgdatather
If such evidence is judgetecessarythe auditorshouldinvestigate and gather the best
evidence available, taking care rieeet thestandards foperformance audit fieldwork
described in "Standards féwdit of Governmental OrganizationBrograms Activities,

and Functions."

Disclose Results of the Compliance ReviewThe performanceauditor will need
to prepare a written report on tkeststhat were made of compliance by the transit
operator withapplicablelaws and regulations. In additiothe auditormust report the
results of these tests.

If the auditorfinds anindication of non-compliance with any dhe requirements
summarized in this section, the auditor should:

- Make a corresponding finding in the performance audit report;

- Draw conclusions; and _
- Make appropriate recommendations.
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Exhibit 111.2 OPERATOR COMPLIANCE REQUIREMENT

F TRANSIT OPERA ORS

OPERATOR COMPLIANCE REQUIREMENTS

REFERENCE

. The transit operator submitted annual reports to the RTPE base
upon the Uniform System of Accounts and Records established
the State Controller.

. The operator has submitted annual fiscal and compliance audits
RTPE and to the state controller with 180 days following the end
the fiscal year, or has received the appropriate 90 day extensior
allowed by law.

. The CHP has, within the 13 months prior to each TDA claim

I Public Utilities Code,
b¥section 99243

toHtsblic Utilities Code,
O&ection 99245

Public Utilities Code,

submitted by an operator certified the operator's compliance with gection 99251

Vehicle Code Section 1808.1 following CHP inspection of the
operator’s terminal.

. The operator’s claim for TDA funds is submitted in compliance W
rules and regulations adopted by the RTPE for such claims.

. The operator does not routinely staff with two or more persons
public transportation vehicles designed to be operated by one
person.

. The operator’s operating budget has not increased by more tha
over the preceding year, nor is there a substantial increase or
decrease in the scope of operations or capital budget provisiong
major new fixed facilities unless the operator has reasonably
supported and substantiated the change(s).

. Operator funding provided through the Transportation Developn
Act makes up more the 50% of operating, maintenance, capital
debt service requirements after federal grants are deducted, if
applicable.

. If the operator serves an urbanized area, it has maintained a rat
fare revenue to operating cost at least equal to one-fifth (20 per
unless it is in a county with a population of less than 500,000, in
which case it must maintain a ratio of fare revenues to operating
at least three-twentieths (15 percent), if so determined by the RT]

9. If the operator serves a rural area, it has maintained a ratio of fa
revenues to operating costs at least equal to one-tenth (10 perc

10. The current cost of operator’'s retirement system is fully funded
with respect to the officers and employees of its public transport
system, or the operator is implementing a plan approved by the
RTPE which will fully fund the retirement system with 40 years.

itHPublic Utilities Code,
Section 99261
Public Utilities Code,
Section 99264

[ 1™3blic Utilities Code,
Section 99266
for

heRublic Utilities Code,
BNdection 99268

o Bibblic Utilities Code,

CeBbctions 99268.2,

99268.3, & 99268.12
cost

PE.
rePublic Utilities Code,

ENection 99268,2,
99268.4, & 99268.5

_Public Utilities Code,
atigRction 99271

11. If the operator receives state transit assistance funds, the operatoPisblic Utilities Code,

not precluded by contract from employee part-time drivers or fr
contracting with common carriers.

12. If the operator receives state transit assistance funds, the operg
makes full use of funds if available to it under the Urban Mass

PMBection 99314.5 (c)

itoCalifornia Code of
Regulations,

Transportation Act of 1964 before TDA claims ararged.

Section 6754 (a) (3)
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1.2 FOLLOW-UP REVIEW _OF PRIOR PERFORMANCE AUDIT
RECOMMENDATIONS

The "Standards for Audit of Governmental Organizatiétregrams Activities and Functions'state

that due professionaiare byauditors includes follow-up oknown findingsand recommendations

from previous auditshat could have an effect on the current audit objectives to detewhiether

prompt and appropriate corrective actions have been taken by transit operator officials or other
appropriate organizations.

To ensure that the performance audit is effective and valuable, a performance auditor needs to review
and evaluate theoperator'simplementation ofprior performanceaudit recommendations. The
objectiveassessment of improvements provides assuraribe faublic that theoperator hasnade

efforts toimprove its efficiency and #fctiveness, and strengthethe integrity of the performance

audit process.

SuggestedAudit Steps

This section identifies four major audit steps that the performance auditor may utilize to follow-up on
prior performance auditor recommendations regarding a trapsitator. These stepsinclude:
obtaining and reviewing key documentiiscussing prioaudit report recommendations with transit
operator management and staff aRiTPE representatives; documenting evidence of the
implementation of action on prior audit recommendations; and reporting oesthies ofthe follow-

up review. Exhibit I11.3 on the nextpage,depicts thefollow-up process on prioaudit report
recommendations.

* Obtain and Review Key Documents -The auditor will need to obtain and review
(a) the prior performance audit (preferably the two most reagatits), (b)any advice or
reports issued bthe RTPE's productivity committee(if one hasbeen established per
Public Utilities Code Sectio@9244), (c) any recommendationmade in management
letterswhich may have accompanied tlwperator'sfiscal audits, and (d) anyother
performance evaluation documents and data held by the operator or RTPE.

» Discuss Implementation of Recommendations with Operatorand RTPE -
The auditor should discuss the implementation status of each recommendation in the prior
performance audit report with management and representatives of thedpanator, as
well as with representatives frotine RTPE, if appropriate. Imostcases,the auditor
will need to investigate evidence of recommendation implementation, but these
discussionsnay provide a time-savinigasis for those investigations. ®aercise due
professional care, the auditors may use a prabes€nables them to track tetatus of
management'actions on significant omaterial findings and recommendations from
prior audits. Such a processuld include determining whether tf@lowing actions
have occurred:
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Exhibit 111.3 FOLLOW-UP ON PRIOR TRANSIDPERATORPERFORMANCEAUDIT

RECOMMENDATIONS

Obtain and
Review Key
Documents

Discuss
Recommendatio
p| Implementation
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Operator and
RTPE

Disclose Result
of Follow-Up
Review
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- Implementation of Recommendations. If implementatiorhasbeen completed,
the discussion may concern (a) the effectiveness and benefitsm the
recommendation and (b) difficulties and costs of implementing the recommendation.

- Implementation In-Progress. If implementation isunderway,the discussion
may address (a) the initiation date, (b) the current status, (c) thengiégenentation is
expected to be complete, and (d) the difficulties and costs of implementation.

- Implementation Not Begun. If the operatorhas notinitiated any efforts to
implement the performance improvemeatommendation, the auditor mayant to
investigate and determine whether (@) circumstances lhaamged, and the
recommendation is no longer applicable feasible, (b)the recommendation was
unreasonable and inappropriate at theset, or(c) the operatohas negligently or
intentionally rejected a valid recommendation. Each of these determinations may result
in a finding in the auditor's report, and appropriate conclusions may needltavire
and recommendations made.

* Document Evidence of Implementation ofRecommendations- Based upon
discussions with the operator and the RT#IE, auditorshouldobtain thebestevidence
verifying the implementationstatus ofeach recommendation in thgior performance
auditreport. Such evidence, whichay consist of documents, observed practices, or
other data, should meet the standards for performance audit fieldwork evidence described
in "Standards forAudit of Governmental Organization$rograms, Activities and
Functions.”

» Disclose Results of Follow-up Review The management of the audited agency
has the primary responsibility for directing action &okbwing-up on prioraudit report
recommendations. The auditor's report should disclosg¢he status of known but
uncorrected significant anaterialfindings and recommendations from prior audiist
affect the current audit objective.
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1.3 INITIAL REVIEW OF TRANSIT OPERATOR FUNCTIONS

The initial review of transit operator functiorshiould providehe auditorwith an understanding of
the operator'scharacteristics, including familiarity with the modes of servicgrovided, types of
service deered, and size of theperator. It also should provide keetter understanding of the
functions performed byhe operator. Each of these items is briefigiscussed inthe following
sections.

Opgator Charactaistics

A performance audit shoukdke intoconsideration the geographic and socio-economic environment
in which an operator must conduct its activities. A performanmbt should alsorecognize the
different modes of service and types of service provided kyparator. This ismportant because
there may be varyingbjectives, operating practices, and levels of service associated vatbrdif
modes or types of servicelhus, it isimportant that the auditor be aware of these characteristics
when reviewing and assessing the economy, efficiency éextieéness of an operator's functions.

Each of thefollowing sections describes orwharacteristic that may be a helpful distinction in
analyzing operator performance: modesefvice,type of service, and number gfeak vehicles
operated (size).

Mode of Sevice

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

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

Trolley Bus (a bus powered by an external source, such as overhead electric lines);
Light Rail (e.g., the San Diego Trolley);

Heavy Rail (e.g., BART);

Ferry; and

Cable Car.

The performance auditor will probably want to verify and calculate performance indicators separately
for each mode oservice, in order to ensutle consistency and usefulness the indicators.
Functional reviews of operatormay need to be conducted distincfigr functions which are
identified uniquely to each mode, such as service planning; scheduling, dispatch and operations; and
maintenance. Other functional areas are not identified uniquely to each mode of service, for example:
general management and organization; personnel management and trainadmamstration. For

these functional areas, the performance auditor may conduct a single functionalfoevteventire
operator's organization.

Type of Sevice

There are two general types of transportation service which may be offered:

* Fixed-Route; and
* Demand-Responsive.

Fixed+route services follow predetermined and scheduled route on a redpalsis. Rail, trolley,
and cable car service is always fixed-route, since the right of way is perm@&wenbrvan service
may be either fixedroute or demamdponsive. Ferrgervice is usually fixed-route since dock
space is limited.



California Department of Transportation
I1l. PERFORMANCE AUDITS OF TRANSIT OPERAORS

The performance auditor may verify and calculate performance indicators separagzlgh type of
service withinmodes. The primary effect othis guideline isthat performance indicatofer bus

serviceshould beseparatedor fixed-route and deman@sponsive service. Again, #s auditor
conducts the functional review, interpretation will be necessary in evaltiagirdifferentresponses
received for fixed—+oute and demar$ponsive systems.

Size of Opeaator

There are various measures that can be used to differentiate among the sizes of transit operators. One
of the convenientneasureghat isused isthe number of peak vehiclesperated. Within this
measurement scale, three categories of operators that have been used are:

* Small Operator - 1to 20 Vehicles;
* Medium Operator - 21 to 100 Vehicles; and
» Large Operator - 101 or More Vehicles.

Vehiclesused forall modes andill types of serviceshould becombined in order to classify the
operator's size.Only peak vehicleshould becountedfor purposes of assigning aperator to a

size category. Aging or unusedvehicles whichmay be retained bypperators foremergency use
should not be counted.

Selection of performance indicators (other than the five required biiAg should be based upon
results of the functional review, not necessarily upon operatgize. As with the above

classificationsthe auditor may need to interpret functional reviesults inlight of the operator's

size. Sizeshould notdrive the functionaleview, however.The primarypurpose for classifying
operators by size is for recommendation development and format.
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Functions Paformed by the Opeator

The performance auditor mdynd it useful to review existing documents to obtaingeneral

familiarity with the functions performed by an operator. Such documerdy include annual
reports, shortange transiplans,service descriptions withithe regional transportatigoian, prior

performance audits, etc. The performance auditor also should disewgserator'sfunctions with

the operator. Most 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 should focus on:
* Resource commitment and level of management direction and control within a function;
» Observations or indicators of the efficiency and effectiveness of activities performed; and
* Whether the function is performed by the operator or by a contractor.

As the auditor identifies functions and notes the extent to wdach function igerformed,specific
attention should be given to tleperator'schoice ofthose functions to be performed and those not
performed. The auditor may need toonsider not justhe efficiency and effectiveness of the
functions (whichthe functional reviewconcerns),but the appropriateness of performing (or
neglecting to performthe function in thdirst place. Thus, the function identification maiead to
suggestions for organizational strategy and/or restructuring.
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1.4 VERIFICATION AND USE OF PERFORMANCE INDICATORS

Performance indicators are frequently used to quantify and rekewfficiency and effectiveness
of a transit operator's activities. Such indicators can provide insight on oopeations, asvell

as on theoperator'sperformance over a period of time. Throutjie review of performance
indicators, an auditor also can gain a better understanditing glerformance and interrelationship
of the major functions of a trangperator. For exampl&xhibit I11.4 presents aillustration of
the relationship between the performance indicator of "operating cost per vehicle lsewicand
the major functions typically conducted by a transit operator.

Exhibit 111.4 shows that the performance indicatboperating cost pevehicle servicehour" is

affected by at leastour of the sevenmajor operatorfunctions. In this case, amperator's
"operating cost pevehicle servicdhour" is afected byhow eficiently and effectively an operator
performs the following functions: (a) generamanagement and organizatiofh) scheduling,
dispatch and operations; (c) personnel management and training; and (d) maintenance. The exhibit
alsoshowsthat asingle performance indicatshould be considered in f@ifentways sothat an

auditor can fully understand and appreciate how a transit operator conducts its business activities.

This section describdsow anauditor candevelop, use anthterpret performancendicators.
Specifically, it discusses the following activities:

Assess internal controls;

Test data collection methods;
Calculate performance indicators; and
Evaluate performance indicators.

It should benoted that there are mafgctorsthat can influence a transiperator'sperformance
indicators. Theseclude geomphy, type of servicegprovided,age and type ofehicles, and
other locally specificonditions. Thereforegautionshould beexercised in making comparisons
between transit operators, since there may be significant differences between operators.

Assess Internal Controls

An auditor usually collects a variety of information from a transit operatoaltollateperformance

indicators. To ensurthat the information gathered is relialaled valid, anauditor mustassess

internal controls in place over collection of performance-relmfedmation. Specifically, a transit
operator's internal controls are intended to do the following:

Provide reasonable assurance that program goals and objectives are met;

Ensure that resources are adequately safeguarded and efficiently used;

Ensure that reliable data are obtained, maintained and fairly disclosed in reports; and
Ensure that laws and regulations are complied with by the transit operator.
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Exhibit 1.4 ILLUSTRATION OF RELATIONSHIP BETWEEN APERFORMANCE
INDICATOR AND MAJOR RANSITOPERAIOR FUNCTIONS

Scheduling, Dispatch
and perations

Operating
o Cost
Direction and

Control

Service Planning

Operating Cost
Per Service
House

Personnel Managemen

General Management and “ and Training

Organization

Personal
Utilization

A~

Preventive and Routine Maintenacne Costs

Maintenance Administration

Marketing and Public
lInformation
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The United States General Accountindicgf(GAO), in Septembed 990, published a document
entitled "Assessing Internal Controls in Performance Audits.” In this docume@Atbeutlined
the key steps that an auditor should use in assessing internal controls. These include:

» Determine the significance and the sensitivity of the program subject matter;

» Assesssusceptibility of misuse ofresources,failure to attain objectives and
noncompliance with laws and regulations;

» |dentify and understand relevant internal controls;

» Determine what is already known about control effectiveness;

» Assess adequacy of control design;

» Determine through testing, if controls are effective; and

* Report on internal control assessment and discuss needed corrective actions.
The assessment of internal controls will require that an audkesome additionalime toensure
that performance datased tocalculateperformance indicators is accuratélowever, such an
assessmenwill enable the auditor to rely on informatigmrovided bythe transit operator and
reduce the need for first-hand data collection or audit test work.

Test Data Collection Methods

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

Operating Cost;
Passenger Count;
Vehicle Service Hours;
Vehicle Service Miles;
Employee Hours; and
Fare Revenue.

This section ofthe Guidebook discusseaudit steps whichare appropriate to verify the
performancedata, calculate TDA-required performance indicators, asdmpute the farebox
recovery ratio.Each of these data elemestwould begathered separatefgr each typeandeach
mode of service provided by aperator. Adefinition of each of the major termsed in this
Chapter is presented in Appendix B.

SuggestedAudit Steps

* Operating Cost

- Verify Use of Uniform System of Accounts. Verify that theoperator keeps
records of transitostsaccording to th&Jniform System of Accounts and Records
developed by the State Controller and the CalifoDbepgartment offransportation.
Compliance with this requirementay be determined by reviewingcampliance
audit report prepared by an independent auditor engaged by the operator in
accordance with California Code of Regulations Sect@867, the annual
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independent financial audghould attest to theuse ofthe Uniform System of
Accounts and Records.

- Add Costs For All Account Classes and Deduct Non-Opeating Costs.
Obtain total fiscal year expense amounts from operator refmrédschcostobject
class as presented in the Chart of Accounts for the Uniform System of Accounts and
Records. Verify that the total ofexpenses irall object classes equalthe total
expenses presented audited financialreports for the operator. Tocompute
operating costs, deduct all of the following expenses (as appropriate): (a) costs in the
depreciation and amortization clals) subsidies focommuter rail operatednder
the jurisdiction of the Interstate Commerce Commission; (c) direct costs of providing
charter service{d) vehicle leaseosts; and (e) premiums fbability and casualty
insurance and payments of liability claims.

* PassengerCount

- Obtain Operator-Repoated PassengerCounts. Obtaincopies of reportshat
provide a listing of passenger counts for the reporting period being audited.

- Review PassengerData-Gatheing Methodology. Obtain descriptions of
passenger countlata-gathering methodology (drivéog, electronic fareboxes,
periodic sample, etc.). Determine whether thedata collectionmethodology is
susceptible to material error.

To ensurghe accuracy opassenger dat#éhe auditorshould observeand verify thepassenger

data collectiorprocess. Ithe auditor determines there is a significant deviaftiom operator-

provided passenger datAe auditorshouldrecalculateand report performance indicators based

upon data extrapolated from a representative sample. If the error in operator data collection appears
systematic (consistent in direction and magnituthed,extrapolation may simply be an adjustment

of the operator's data. Foexample, ifthe sampleshows that the operator consistently
underestimates the number of riders by 20 pertieatauditor could adjust reportedtaupward

by 20 percent. In such a case, the auditor should note the discrepancy and adjustment, and should
recommend a change in procedures or practices to prevent the recurrence of the underestimation.

« Vehicle Service Hours

- Obtain Operator-Repoated Vehicle Service Hours. Obtain copies of
reports that provide a listing ekhicle servicehours forthe reporting period being
audited.

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

- Review Vehicle Service Hour Data-Gatheng Methodology. The auditor
should discuss with the operator the methods useditalate vehicleservicehours
reported. Foffixed routeservice,the operatoishould accountfor vehicle hours
pertaining to (a) scheduled servicgdy) changes inservice schedules; and (c)
confirmation that servicevas providedaccording to the establisheg¢hedule, and
that notations were made of service disruptions and cancellations.

If fixed-route servicehour data isunavailable, or habeen gathered inconsistently
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with the definition included in th&lossary inAppendix B of thisGuidebook, the
auditor may need to reconstruct vehicle senhoair data from operator records
(schedules including changes, and cancellation/dispatch logs).

Demand responsive service hours may be obtained from driver or dispagdesince scheduled
hours include "deadhead" travel time, i.e., travel time beafarérst passenger pick-up aratter
the lastpassenger drop-off. Hemandesponsive servickour data isunavailable, or habeen
gathered inconsistently witthe definition in theglossary of this Guidebookhe auditorshould
review a sample of driver logs to estimate a daily number of service howshiee (the estimate
should be separate for weekdays and weekend days). The auditor cestithate theaumber of
vehicle service hours by multiplying that number of daily sertigersper vehicle by the number
of vehicles operated each day (from dispatcher records).

e Vehicle Service Miles

- Obtain Operator-Reported Vehicle Service Miles. Obtaincopies of reports
that provide a listing of vehicle service miles for the reporting period being audited.

- Verify Vehicle Service Mile Definition Used. Verify that vehicle service
miles are compiled consistentlyith the definition included in thglossary to this
Guidebook.

- Review Vehicle ServiceMile Data-Gathaing Methodology. The auditor
should discuss witthe operator the methodsed tocount vehicle service miles
reported. Fixed route systemmy maintain mileagescords foreach segment of a
route. Ifvehicle service miles are obtainddm such recordsthe operator must
account for vehicle service miles pertaining to (a) scheduled sef)cehanges in
service schedules; and (c) confirmatibat servicevas providedaccording to the
established schedule, aridat notations weremade of servicedisruptions and
cancellations. If such recordge not maintained, or if the operatprovides
demandesponsive service, mileagelog should be used to recowehicle service
miles (note that service miles do not include "deadhead" miles).

If the auditorsuspectanaterialerrors invehicle servicemile data-gatheringthe auditorshould
review a sample ofalculated mileagéor aroute or a sample of drivéogs tothe total mileage
actually travelled by the vehickervingthe route or making the demanelsponsive trips. Such
total mileage for a sample of dates should be obtainable from vehicle maintenance records.

« Employees

- Obtain From the Operator a Count of Employee Hours. Obtain acount of
the number of employdeours worked which wereelated to theperator'spublic
transportation service.

- Verify Employee Hours and Full-Time-Equivalency Definitions Used.
Verify that employee hours are compiled consistently with the definition included in
the glossary to this Guidebook. Itimportant to note that the definition of a full-
time-equivalent (FTE) employee under the TDA#&sed on a 2,000 person hours of
work, while the definitionused by UMTA is based on 2080 person hours of
work. If the operator uses afdifent standardor FTE computationtheir standard
should be noted.
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- Review Employee Hour Data-Gathaing Methodology. The operator's
payroll records are an ideal base source. Those records shaudpbemented by
information from cost allocation models if the operator receseggices from other
organizations. Alternatively, ibccurate cumulativlour countsare notavailable
from payroll sources, the weekhours ofeach current employee may semmed,
and adjusted for hires and separations ¢ivecourse ofthe triennium. Auditors
should avoid using a simple headcount of employees.
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employee hours in the employee hour count.

Fare Revenue

- Obtain Operator-Repoated Fare Revenue. Obtain the amount of total fiscal
year farerevenues. Focalculation of thefarebox recovery ratiathe auditor will
also need to obtain any fare revenue supplement made up from local funds.

- Review Fare Data-Gatheing Methodology. Obtaindescriptions offare
data-gathering methodology (drivésg, daily cash count byehicle orfor the
system, electronic fareboxes, etc.). Determine whether the data collection
methodology is susceptible tmaterial error. If operator'smethodology is
susceptible toerror, the auditorshould recommend procedures and practices to
ensure fare data accuracy.

The integrity of the revenue data collectiprocess should btested by (a) dividingotal fare
revenue by passenger countotatain an average fare pesissenger, (ldampling farecollection
data at its source (see methodology above), and (c) comparing the two figures. Daviayidoes
an indicator ofpoor internal controls and a vulnerability to misappropriation of fawenues.
Note also that fare revenues and operating costs attributable to service extearsibascalculated
separately as provided by Public Utilities Code Section 99268.8.

Other Performance Data. A wide variety of other performancdata may be
collected at the discretion of tla@ditor, or as requested by RTPE. The particular
data elementshould be chosen during after the functionateview, asthat review
may indicate areas of concern and needs for improvement that may be important.

- Verify Definition Used for Performance Data Item. Ensurethat data
gathered by the operator is consisteith definitions provided withirthe glossary
of this Guidebook,and is also internallyconsistent. It isimportant that the
definitions used to gather data are current so that the basdiatéoisconsistent with
prescribed standards.

- Review Data-Gatheing Methodology. The auditorshould discuss the
methods used to gather performadegawith the operator. Ifthe auditor inhis or
her professional opinion believésat the method of gathering data is vulnerable to
material error, the auditorshould estimate the data bgirawing sampledata and
extrapolating results using commoragcepted statisticééchniques. If such a step
Is necessarythe auditor may recommend that thygerator improvedata collection
methods, and may suggest potential improved methods.

- Obtain Data From the Opeator. If, after reviewing or testinglata collection
methodologies, the auditor is satisfied that the operator'sdigationmethods are
not susceptible tonaterialerror, the auditorshouldthen request fronthe operator
performance data for the triennial period being audited.

Calculate Paformance Indicators

Using the data described above, the auditor must calculate at a minimum the following performance

indicators for each fiscal year during the performance audit triennium.
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SuggestedAudit Steps

* Calculate and Verify TDA-Required Performance Indicators. Each
performance indicator calculatioronsists ofsimple division. The five indicators
which Section99246(d) ofthe Public UtilitiesCode requireghat 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. Thoughthe farebox
recovery ratio is not a required performance indicatoter Sectiorf9246(d) of the
Public Utilities Code, Sections 99268 et seq. regihiat thefarebox recovery ratio be
calculated so that an operator's eligibility for funding can be determifleelRTPE is
responsible focalculatingthis ratioannually, buthe auditorshould verifythe ratio.
The farebox recovery ratioalculationand verification is similar tahat for TDA
performance indicators, so it will be treated simildrre. Againgcalculationconsists
of simple division to determine fare revenue as a percentage of operating cost.

The five TDA-required performance indicators are a bdsgal minimum. Other performance
indicators are oftemseful inanalyzing operatoperformance, thougkhe most useful indicators
may not be the same for every operator.

* Calculate Other Performance Indicators. If, during preliminaryinterviews, the
operator indicates a concern regarding efficiency, effectiveness or geedaimance,
the auditorshould gather data to evaluate tlo@erator'sperformance in the area of
concern, and shouldalculateand analyze relevant performanicelicators. Also,
during the functional review, an auditor may identify concerns over performance which
suggest the need to calculate and review additional performance indicators.

Generally, an auditoshould choose tasselect andcalculate relevant additionglerformance
indicators beyondhe five which are required by the TDA if andthen: (a)the direction and/or
strength of a trend is uncertain and additional information would be helpful; (b) the auditor believes
that theoperator and/or RTPE does marceive a trend; (c) a change will imade(or hasbeen
madeduring the triennium) in servicejuality, technology, operating methods management
practices and a performance indicator will allow effective evaluatidghabthange'smpact (it is

also useful to have a baseline against which to meadisereffect of prospectivehanges); (d)
significant aspects of performance within a functicara arenot captured by the five summary
TDA measuresand additional indicators wilissist inthe analysis ofthe operator'sperformance

by providing a more complete, more accurate, or more balanced picture; and (e) the RTPE requests
calculation of an indicator.

Avariety of performance indicators can be used to analyze particular aspects of aperasdr's
performance. Exhibit 11l.5, on the next page, suggests various performance indicatmsyt et
useful in reviewing a transit operator's activities.

Evaluate Paeformance Indicators

Calculation and review of performance indicators ragsist in guiding and focusirige auditor's
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analysis of functionabreas. Thissection describes methodsr evaluating indicators, and
potential types of conclusions which an auditor may reach as the auditor evaluates indicators.

* Discuss Indicators with Operator - Since operators frequently wilhave
calculated the indicators themselves, this step helps validate the awbitd, saswell
as theoperator'scalculationmethods. More importantly, the operator ca@ssist the
auditor in understanding the reasons for indicatemds and magnitudes. Having this
discussion after indicators are calculated, but before thethareughly evaluated, can
save boththe auditor's and theoperator'stime and efort. Should the auditor's
calculation of an indicator differ substantially frahat of theoperator the discussion
must focus on the definitions and data gathering methodology used by each.

 Trend Analysis - The easiest angrobablythe most useful analysis an auditor can
make is to compare performance indicatorghiose calculated inprior years for the
sameoperator. The comparison may beadeboth within the triennium, and to the
prior triennium. Though operator characteristrogly changeover time, internal
comparisons are the best way to enshat the indicators compared measure a similar
geographicarea, populationservice qualityetc. The analysis of indicatotrends by
the auditoralso identifies improvements and declines in performance and highlights
areas for further audit investigation.
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Exhibit [11.5 SUMMARY OF SELECTED POTENTIAL PERFORMANCES INDICATORS

GENERAL
MANAGEMENT AND
ORGANIZATION

SCHEDULING
DISPATCH AND
OPERATIONS

MARKETING AND
PUBLIC
INFORMATION

* Actual expenditures/ budgete
expenditures

» Administrative cost/ operating
costs

| + Operating cost/ revenue vehicle.
mile

* Operating cost/ revenue vehicle
hour

* Operating cost/ unlinked
passenger trip

* Trips on-mile/ total trips
» Complaints / month
» Missed trips / total trips

» Marketing cost/ total
administrative costs

» Marketing cost/ revenue
service hours

* Prepaid cost/ revenue servic
hours

112

SERVICE PLANNING

PERSONNEL
MANAGEMENT AND
TRAINING

MAINTENANCE

* Revenue vehicle service mileg
total revenue vehicle miles

* Revenue vehicle service hour
total revenue vehicle hours

» Passengers/ revenue vehicle
miles

» Passengers/ revenue vehicle
hours

» Scheduled overtime hours/ tof
scheduled hours

» Scheduled hours/ total operat
pay hours

* Farebox revenue/ operating
cost

/» Revenue vehicle mile/ employee
pay hours

5p Revenue vehicle hours/ employe
pay hours

» Accidents/ vehicle miles
» Accidents/ vehicle service hours

* Lost days due to industrial
accidents
al

* Mechanic pay hours/ revenu
vehicle miles

e Mechanic pay hours/ revenu
vehicle hours

 Spare vehicles (the number
revenue vehicle exceeding th
number required to provide
peak service) / total vehicles

. Mai_ntena_nce cost/ revenue
vehicle mile

ADMINISTRATION

» Maintenance cost/ revenue
vehicle hour

. Administrative cost/ revenue.
vehicle hours

* Insurance expense (premiums g
settled claim cost)/ revenue vehi
hours

* Sick leave days/ employee days
» Turnover in stafftotal number of

» Roadway/ mechanical failure
revenue vehicle hours

» Number of missed trips (all

flid:auses) / total number of trip
le

employees
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« Analyses of Perfomance Among Operators - It may be difficult to compare
performance indicators between operators feargety ofreasons. The climateand geography in
locales may vary, resulting in different fuel, oil, arehicle maintenanceosts. Population socio-
economics may also vary, and result in differing propensities tpulsie transportationabilities
to afford fares,and abilities to #&brd transit alternatives. Population density and other
demographics may also vary, resulting in differali¢rnatives to public transportati¢e.g., in an
urban areacommuting varpoolsmay beviable.) Laborcosts andhe availability of laboralso
may vary. Acomparison of operating indicators malgo overlook differences ithe efficiency
and technology ofcapital equipment(vehicles, terminal,maintenance facilities, information
systemsscheduling and dispatcletc.). While analyses of performance among operators may
provide some relevandata, extreme cautiorshould be used immaking and analyzinguch
comparisons. It may be useful to discuss planned comparisons with the operator and the RTPE.

» Statutory and Regulatory Requirements - The TDAestablishes an efficiency-
related performancstandard concernintpe farebox recovery ratio in Public Utilities
Code Sections 99268, et seq. Generally, the ratio must be equal to the opiscbr's
year 1978-79 farebox recovery ratio, equal to at least 20 percefdr operators
serving urbanized areas amdual to at least 10 percefior operators servingural
areas.

* Potential Conclusions Concening Indicator Variation - After calculating
indicators,analyzingtrends,making anycomparisons, andpplying legal standards,
the auditor may reach the following or other conclusions.

- Unusual Events. Indicators may fluctuate due to evemthich are unlikely to
recur predictablysuch as arearthquake (which forces muchegter reliance on
public transit), or an extended drivers' strike.

- Community Demographic or Socio-Economic ChangesChanges within a
community may lead to increased or reduced denfiandransit, ordemandfor a
different type of transit or different routing structures. Any or all of tmeag affect
performance indicators.

- Data Definition / Collection Changes. Indicatorsmay vary betweertriennial
audits or between operators because an operator had prewollstyed incorrect
data, used erroneouata collectionrmethods, orchanged indicator definitions or
data collection methods for operational or technical reasons.
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- Changes In ServiceQuality. Changes in aspects of service other than the
quantity provided may cause significant changes in performance as measured by the
TDA indicators. For example, @oice to changéom demandesponsive tdixed
route service, or to provide late-night service could affect indicators.

- Changes in Technology.Changes in performanadedicators may be caused by
improvements in the efficiency ofehicles,the terminal, maintenance facilities,
information systems, etc.

- Changes in Managementand Operating Practices. Past andorospective
changes in performance indicators may be attributabléoitogained through)
changes in management, operations, organization, or sthes discretionary
factor. Such a conclusion is gkimary interest duringhe functionalreview,
especially if the conclusion is that future improvements are possible.
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1.5 DETAILED REVIEW OF TRANSIT OPERATOR FUNCTIONS

This section dérs guidancefor reviewingthe various functions of transiperators. Since the
functions ofeach operatovary, not all parts of this section will apply tell operators. Transit
operator functions can be divided into the following areas:

General Management and Organization;
Service Planning;

Scheduling, Dispatch and Operations;
Personnel Management and Training;
Administration;

Marketing and Public Information; and
Maintenance.

Exhibit I11.6 on the next page summarizes these major functional areas. Each of these areas will be
briefly described, and sub-functions within the areas will be noted. This section also suggests key
guestions to guidehe auditor in the review oéach functionalarea. The purpose ofthese
guestions is to focuthe auditor'sevaluation; careful considerati@mould begiven toresponses,

which will vary between operators of different sizes, operators using different modes, etc.
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Exhibit [11.6 OVERVIEW OF POTENTIAL RANSITOPERATOR FUNCTIONS

General Managemeift Service Planning Scheduling, Dispatgh
and Organization and Operations
. Admin_istrative « Strategic Planning _ * Assignment of Drivers
Oversight * Short Range Planning :
2 : * Vacation, Absences,
* Organizational  Evaluation of Routes )
. . : SickLeave
Structure and Reporting Planning for Special )
 Recent Program Transportation Needs * Assignment of
Changes and « Public Participation Passengers to Demand
Innovations * Surveys of Riders/ Non- * Part time and Cover
* Areas of Interest to Riders Drivers
Management and Board * Assignment oWehicles
to Routes
Personnel o _ Marketing and .
Management an Administration Public Maintenance
Training Information
e Recruitment . B_udget.ing and MIS . Mark_eting and _ e Preventive
« Motivation Financial and Grants Public Infprmatlon Maintenance
o Management * Communications « Suffici f
* Training and Safety « Risk Management with Other sufficiency o
. facility
* Discipline » Contract Management Governmental ] N
* Benefits « Facility Management Agencies * Vehicle Condition
« Accounts Payable * Repair
* Procurement Conditioning
* Revenue CO”eCtion * Parts Management
and Cash Management . o
« Payroll Communication

with Dispatch
* Contracting Out

* Providing
Maintenance to
Other Organization
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Geneal Management and Organization

This functionalareaencompassethe overall administration dll 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 aredsr review ineach of thesub-functions withinthe GeneralManagement and
Organization functions are shown on fodowing page in Exhibitll.7. The questionancluded

in the exhibit are not exhaustive, and the auditmuld considethe significance and relevance of
responses in relation to the specific operator being reviewed.
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Exhibit I1I.7 GENERAL MANAGEMENT AND ORGANIZATION FUNCTIONAL REVIEW

ADMINISTRA TIVE OVERSIGHT ORGANIZATIONAL
STRUCTURE AND
REPORTING
* Does Operator management regularly| «  Given the operator’s size, and
receive, review, and act appropriately functions performed, is the
upon performance and financial operator’s internal organization
information? structure appropriate, effective, anfl
« Does the operator's management efficient?
regularly meet with and provide clear | « Is managerial authority wee definef
and written or oral direction to throughout the operator’s
subordinates? organization?

* Has the operator's management takenp «  Are the lines of reporting, clearly
prudent and decisive action to addres defined, communicated, complied
major problems or issues faced by the with, and appropriate for the
operator? operator?

\"ZJ
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Exhibit I11.7 GENERAL MANAGEMENT AND ORGANIZATION FUNCTIONAL REVIEW

(continued)

RECENT PROGRAMS CHANGES
AND INNOVATIONS

AREAS OF INTERESTTO
MANAGEMENT AND THE BOARD

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

Is distinct data gathered regarding the ngw

or changed services or programs to allow
their evaluation?

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

Has the operator reviewed and evaluate(

(%)

1 =~

the results and achievements of the new|or

changed services or programs?

Has the actual results been compared with
planned results and the variances analyZed?

Has the operator instituted any major
organizational or other pragnmatic
changes which do not directlyfexdt
services?

Has the operator's management d
governing board expressdadterest in g
particular functional area? (If so, this
should be in ararea ofreview during theg
audit.)

=

AREAS OF INTERESTTO
MANAGEMENT AND THE BOARD

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

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

Has the operator provided information ar
cooperation requested by peer agencies

nd
or

by the RTPE and / or UMTA?
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Sevice Planning

This functionalareaconcernsthe operator'spreparation to serve future transgeds,including
short and long term demand. The sub-functions making up this area include:

Strategic Planning;

Short Range Planning;

Evaluation of Existing Fixed Routes;

Planning for and Serving Special Transportation Needs;
Public Participation / Hearings; and

Surveys of Riders and Non-Riders.

The service planning sub-functions are further delineated in ExHiBit The questionsncluded
in the exhibit are not exhaustive, and the auditmuld considethe significance and relevance of
responses in relation to the specific operator 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 (and
revised, if appropriate)
clear and reasonable goal
and objectives?

U7

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 regularl
review and evaluate its
progress and evaluate its
progress toward
established goals and
objectives?

Has the operator

<

Does the operator actively
work to identify residential
retail, office and industrial

development centers whic
may require transportation

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

Does the operator plan for
financial needs and
projects?

Does the operator
communicate regularly wit
planning and zoning
agencies?

-

.\).D_

Does the operator regularl
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? Ar
any criteria used to make
such exceptions?)

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

Is there a policy concernin
a start-up period for new
routes before ridership is
considered stable and an
evaluation is made?

<

[¢)

\14
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Exhibit 111.8 SERVICE PLANNING FUNCTIONAL REVIEW

PLANNING FOR AND
SERVING
SPECIALTRANSPORT
ATION NEEDS

PUBLIC
PARTICIPATION/
HEARINGS

SURVEYS OF RIDERS
AND NON-RIDERS

Does the service provided | ¢

meet federal and state

requirements to 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?

Are the operator’s
governing board meetings
open to the public and
publicized?

Does the operator conduct
public hearings before
adopting route changes,
service hour changes, fare
increases, and other

important changes of publi¢

concern?

Are hearings held at
acce_SS|bIe and convenient
locations?

Is there any citizens’
advisory board or similar
body?

Does the operator survey
riders regarding
frequency of usage
transportation alternatives
original destination
satisfaction with stops,
vehicle conditions, drivers,
service frequencies, hours,
schedule of trip.

purpose of trip?

Does the operator survey t
general public regarding
frequency of usage
transportation alternatives
original destination
satisfaction with stops,
vehicle conditions, drivers,
service frequencies, hours,
schedule of trip.

Are surveys administered i
writing or by interviews?

Are surveys of riders
administered by drivers
and/or on buses?
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Scheduling, Dispatch and Opeations

This functional area concerns thleortterm scheduling ofroutes, driversand vehiclesthe daily
coordination and assurantieat each route or each demaedponseservice customer iserved,
and the specific function of providing transportation servibepending on théype(s) of service
offered by an operator, the sub-functions in this area may include:

Assignment of Drivers to Routes;

Vacation, Absences, and Sick Leave;

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

Assignment of Vehicles to Routes.

The sub-functions irthe Scheduling Dispatch and Operatiorfanctionsare displayed in Exhibit
l11.9. The questions included in the exhibit are not exhaustive, and the auditor should consider the
significance and relevance of responses in relation to the specific operator being reviewed.
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Exhibit 11.9 SCHEDULING, DISPATCHAND OPERATIONS FUNCTIONAL REVIEW

ASSIGNMENT TO VACATION, ASSIGNMENT OF
DRIVERS TO ABSENCE AND PASSENGERS TO
ROUTES SICK LEAVE DEMAND
RESPONSIVE
ROUTES
* Are drivers allowed to * Are part-time drivers » Is there an effective systemn
choose route assignments  eligible for vacation? for accepting advance
(based on seniority or other reservations, and which
hierarchy)? . . allows the rejection of
* Is vacation scheduled in reservation for a time slot

, advanced (are cover i fi
- Aredrivers rotated betweell  grivers sch(eduled tor thel  after that slot is filled™

routes periodicaly? routes) ? * Isthere a system for
making reservations (and
routing) for repetitive

* Arerecruits experienced 4. |g there a clear and customers (e.g.: a kidney
communicated policy on dialysis patient)?
« Do drivers work a single absences and sick leave| . s there a system for
defined geographic zone ¢n  Which geographically sorting
a given shift ‘equires notice prior to passengers transportation
. when the employee was requests for any given time
scheduled to report to slot, in order to minimize
) pr]gér%ﬁeerﬁfsdh%{/aebgg route work deadhead travel as
agsignments? -promotes/rewards pastser’;gecrs are assmt]nle;d fo
employees who are routes? (Can requests be
infrequently absent due tp ~ Sorted visually on a map?)
illness * 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 demangd
responsive transportation?
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Exhibit 111.9 SCHEDULING, DISPATCHAND OPERATIONS FUNCTIONAL REVIEW
(continued)

PART TIME AND COVER
DRIVERS

ASSIGNMENT OF VEHICLES
TO ROUTES

Does the operator employ part time
drivers?

If not, has the operator analyzed ar
estimated the potential labor saving
available from employing part time
drivers?

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

Does the operator employ standby
drivers, who report to work but are
not assigned to a route?

Does the operator employ on-call
drivers who are available to work b
who do not report to work unless

called in?

Is there a method for dispatch to
communicate with maintenance to
ensure that all routes have been
assigned vehicles which are in good
repair?

Are vehicles assigned to routes based

on passenger loads? (Does the
operator use smaller vehicles on low
demand routes)?

Is there a method to ensure that the
vehicle assigned to a route can be
driven by the driver assigned to the
route (e.g.: automatic transmission,
special brakes)?

or
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Pasonnel Managementand Training Function

This functionalareaconcerns an operators recruiting andnagement of humaesources. The
sub-functions within this area include:

Recruiting;
Motivation;
Training;
Discipline; and
Benefits.

The sub-functions inthe PersonnelManagementand Training function arshown in Exhibit
[11.10. Thequestionsncluded in the exhibit are netxhaustive, anthe auditorshould consider
the significance and relevance of responses in relation to the specific operator being reviewed.
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Exhibit [11.20 PERSONNEL MANAGEMENTAND TRAINING FUNCTIONAL REVIEW

PERFORMANCE AUDITS OF TRANSIT OPERAORS

RECRUITING

MOTIVATION

TRAINING AND SAFETY

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

What recruiting methods a
being used?

Are recruits experienced ¢
do they require initial
training ?

Does the operator have a
affirmative action goal or
program ? (Is it ééctive?)

e

=

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

Are any monetary or non
monetary incentive
progams in place ?

Are job performances
evaluations completed
regularly for all operator
staff?

Does the operator provide
or arrange for initial training
of inexperienced drivers ?

Does the operator provide
or arrange for ongoing
training for drivers? Does i
meet state requirements?

Is specified safety training
(bus evacuation, CPR)
provided?

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

DISCIPLINE BENEFITS

* Isthere a clear communicated policye Are drivers and dependents offered
regarding absences and tardiness? life, health, dental insurance, sick
leave, maternity, retirement, etc.??

* Does the operator have and enforcga Do benefits differ for full-time and
drug/alcohol policy? Does the policy part-time drivers?
conform to applicable federal and
state requirements?

<

» How are benefits described and
availability communicated to

* Isthere a defined progressive (eg: personnel?
warning, suspension, termination)
and communicated disciplinary
policy?

» Does the discipline policy conform
with labor agreements?
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Administration

This functional area includes the business and support type services which are necessary for almost
any organization to continue operating and performing its primary functionssubkeinctions in
this area include:

Budgeting and Management Information Systems;
Financial and Grants Management;

Risk Management and Insurance;

Contract Management;

Facility Management;

Accounts Payable;

Procurement;

Internal Audit;

Revenue Collection and Cash Management; and
Payroll.

The sub-functions irthe Administration function are displayed in Exhibit11. The questions
included in the exhibit are n@&xhaustive, andhe auditorshould considethe significance and
relevance of responses in relation to the specific operator being reviewed.
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Exhibit [11.11 ADMINISTRATION

PERFORMANCE AUDITS OF TRANSIT OPERAORS

BUDGETING AND
MANAGEMENT
INFORMATION

SYSTEMS

GRANTS MANGEMENT

FINANCIAL AND

RISK MANAGEMENT
AND INSURANCE

* Can and does the operatdg
regularly compare its
budgeted expectations with
actual revenue and
expenses? .

* Are substantial excesses
over budgeted expenses
approved by the operatoris
general manager or
governing board?

* Does a system exist whic
provides accurate and
timely performance and
financial data to the
operator's management and
governing board? (Data
such as those making up
TDA - required
performance indicators ar|d
additional indicators
discussed elsewhere in tH
Guidebook, as well as
detailed expenditure and
revenue data. Data should
be available by route.)

* Does the operator have
appropriate data processipng
equipment and software?

=

—

S

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 considers
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’s staff responsible

for proactive safety/loss
prevention initiatives?

Does the operator have a
current disaster

preparedness and respon:s
plan?

e
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Exhibit [11.12 ADMINISTRATION (continued)

CONTRACTS MANAGEMENT FACILITY MANAGEMENT
» Are contract management » Has the operator considered
responsibilities clearly assigned contracting out the facility
within the organization? management (janitorial, _
« Does the contract administrator groundskeeping, building maintenance

regularly monitor performance (both ~ @nd repair, copier and computer

quantity and quality of service)? I§ ~ Mmaintenance, etc.) of itsfie, shop,
performance linked to contract terminal and/or bus stops?
progress payments? » Are facility management

« If required, have contracts been responsibilities clearly assigned within

approved by the operator’s the operator?
governing board?

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

» Are controls over changes in scop
adequate?

(1%
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1. PERFORMANCE AUDITS OF TRANSIT OPERA ORS

Exhibit [11.12 ADMINISTRATION (continued)

REVENUE COLLECTION AND
CASH MANGEMENT

PAYROLL

* Are on-vehicle fare collection

given the amount of fares
collected? (Does the driver hav
access? Does the person
removing fares from the bus ha
access?)

* Obtain and evaluate any recent
studies of fare collection
practices?

reconciled back to the number @
passes issued?

» Is there appropriate security
surrounding fare and pass sale
cash receipts as they are count
stored, and deposited?

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

* |s substantiated excess cash
invested prudently and in

» Are cash receipts for pass sale$

mechanisms appropriately secure,

117

—

[®X

accordance with regulations?

Do employees submit timesheet
as a basis for payroll?

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

Is there an appropriate method for

changing personnel and payroll
data?

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

Has the possibility of direct
payroll deposit been investigated

[72)
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1. PERFORMANCE AUDITS

Exhibit [11.12 ADMINISTRATION (continued)

OF TRANSIT OPERAORS

INTERNAL AUDIT

ACCOUNTS PAYABLE PROCUREMENT

* Isthe receiving function | ¢ Have practices, policies of ¢
separate from the procedures been
purchasing authorization established controlling
function and separate from  purchasing authority?
the disbursement , |+ Do procurement practices
authorization function? conform to UMTA and .

State and local

« Are invoice items, requirements?
guantities and prices * Are purchasing policies and
verified against approved procedures regarding
purchase orders? competitive bids, quotes

and contracting well
. defined and appropriate?
* Isthere a system which Pprop

ensures goods or services® AAré purchases (above a

have been received befor¢ ~ Certain amount) reviewed

are invoiced is paid? against budge
authorization?

. L * Does the operator
* Ifpetty cash is maintained,  competitively procure fuel

o=

are receipts required in vehicles, and other items pf
order to replenish petty major expenses, or does
cash, and is petty gash the operator cooperate wifh"
reasonably secure’ other organizations which

purchase similar items?

Does the operator have an
internal audit function? If
an internal audit function
exists considering the
following:

Does the internal audit
activity conduct audits in
accordance with the
Comptroller General’'s
“Standards foAudit 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 at an appropriate
organizational level to
ensure its effectiveness?

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

Review recent internal aud
reports and determine if
action were taken on
recommendations.
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Marketing and Public Information

This functional area concerns anoperator's marketing and public information effort and
communication activities within its jurisdiction. The sub-functions within this area include:

* Marketing; and
e Public Information.

The sub-functions in the Marketing and Public Information functiorslosvn inExhibit 111.12.

The questionsincluded in the exhibit are naxhaustive, andhe auditorshould consider the
significance and relevance of responses in relation to the specific operator being reviewed.
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Exhibit 111.12 MARKETING AND PUBLIC INFORMATION

PUBLIC INORMA TION MARKETING

* Does the operator publish and » Does the operator have a system for
distribute schedules and descriptigns accepting, responding directly to, and
of service to potential and current summarizing complaints (from
riders? riders, residents near stops, driverg

of other vehicles, etc.)?

* Does the operator effectively

respond to tele_phg)ne inquires + Is performance and survey data
regarding service analyzed to develop goals and targget
markets?

» Have targets, goasls and plans begn
developed to and marketingaets
and promote ridership growth?

* Has the operator conducted an
advertising and promotion campaigh
other than publishing a schedule?

» Is the public’s perception and opinipn
of the operator generally positive,
negative, neutral, or uniformed?

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




California Department of Transportation
. PERFORMANCE AUDITS OF TRANSIT OPERAORS

Maintenance

This functionalareaconsists ofthe maintenancand repair of theperator'svehicles and other
capital assetsdirectly related tgproviding transportation (rail track amight-of-way, overhead
trolley lines, etc.) Maintenance ofother equipment and facilities is included above in
Administration. The sub-functions in this area 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 inthe Maintenancdunction are displayed in Exhibitl.13. The questions
included in the exhibit are n@&xhaustive, andhe auditorshould considethe significance and
relevance of responses in relation to the specific operator being reviewed.
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Exhibit 111.13 MAINTENANCE FUNCTION REVIEW

PREVENTIVE SUFFICIENCY OF
MAINTENANCE FACILITY
* Is the preventive maintenance * Is the facility capable of
schedule in place? accommodating the types of repairs

which are not sent out?
* Does the maintenance schedule

conform with the manufe})cturer’s « |s it capable of accommodating thos
recommended schedule® which are sent out?

11%

* Can compliance with the schedule|Re |5 the number of bays and lifts
judged easily? sufficient for the number of vehicles?

+ Does maintenance conflict with |, |5 there an office area for
regular vehicle use? administration staff and records?

* Does the operator identify repairs | . s the facility suited to all aspects of
that are (E)overed by a manufactures  maintenance performed (considerin
warranty effectiveness, efficiency and safety)?

[(®]

* If so, are the warranty adjustments
appropriate?

4

70



California Department of Transportation

1. PERFORMANCE AUDITS OF TRANSIT OPERA ORS

Exhibit 111.13 MAINTENANCE FUNCTION REVIEW (continued)

VEHCILE REPAIR PARTS PROCUREMENT
CONDITION PRIORITIZA TION AND
AND SCHEDULING MANAGEMENT

* How old are the vehicles? « Is there a procedureto |+ Are parts inventories
ensure that unsafe buse sufficient to minimize

VI

«  How many miles do aren’'t used? vehicle downtime?
vehicles have, on averagg?

* Isthere a vehicle * Isthere aprocedureto [+ Are inventories excessive
replacement program in ensure that the most (especially for bulky or
effect? critically needed types of expensive items)?

vehicles are repaired firs{?

* Are parts inventories of
* Is the backlog of repairs “attractive” items physically
and preventative secure from pilfering?
maintenance unreasonally

large or small? .

» Have targeted inventory ar
recorder levels been
* lIsidle time for established for common of

maintenance personnel ¢ high usage items?
vehicle excessive?

=
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Exhibit 111.13 MAINTENANCE FUNCTION REVIEW (continued)

PERFORMANCE AUDITS OF TRANSIT OPERAORS

COMMUNICATION CONTRACTING PROVIDING
WITH ouT MAINTENANCE TO
DISPATCH OTHER
ORGANIZATIONS
Is maintenance modified | ¢ Is there a policy on * Does the operator have

promptly of breakdowns?

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

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

ile
DI

contracting out for
maintenance and repair
work?

Does the operator contragct
out?

If so, is the contract with

a private firm, another | o

operator, another public
agency, or other?

If so, how are the
contracts awarded?

If so, how are the
contracts monitored?

access maintenance
capacity?

Do other public or private
organization contract with
the operator to maintain ar
repair their vehicles?

Are other suitiable
organizations nearby?

d
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1.6 PREPARATION OF DRAFT AUDIT REPORT

The preparation of the draft report is a critical element of the performancemailiss. The audit

report permanently documents the audit results and is widely distributed among copegtiesd

One of the objectives of performance auditing iagsistmanagement in improvingperations.

Thus, the performance audit should strive to present audit findings, observations, conclusions, and
recommendations in a positive and straight-forward manner.

The content of the audit report megry depending upothe scope,approach and complexity of
the performancaudit. Howeverthe following items illustrate elements of a performance audit
report that may be appropriate. These include:

» Letter of Transmittal - Official letter thattransmits the completed performarauadit
from the auditor to the responsible agency receiving the final report;

» Table of Contents- Presents a listing @he chapteheadings and major sections in
the performance audit report and the associated page numbers;

 Executive Summary - A brief summary of themost importantfindings and
recommendations developed during the performance audit;

* Introduction - Providesbackgoundinformation that isuseful in understanding the
entity beingaudited, asvell as the manner iwhich the auditwas conducted.This
section should include the following information:

- Information regarding the trans@perator'sorganization, budgetstaffing and
services provided,

- ldentification of any legal requirements that pertain to the audit;

- Description of thescope,approach and methodology usedconducting theaudit;
and

- Any limitations regardinghow the audit was performed, orthe information
presented in the report.

* Audit Results- This section of the audit report should present the detailed 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 prior audit report recommendations;
- Results of the verification of performance audit indicators;
- Results of the detailed functional review of the transit operator; and
- Other pertinent information.
 Conclusions and Recommendations- A summary of the majolissues or

concerns identified ithe audit report and the specific strategies and/or recommended
solutions to address these issues or concerns.
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Once the draft audit report is prepared, it should be submitted ®TtR&E andthe management of
the transit operator being audited.
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1.7 PREPARATION AND PRESENTATION OF FINAL AUDIT REPORT

After the draft audit report has been submitted to the RTPEhanttansitoperator, andhey have
had suicient time to review and provide comments aty the auditor should meet with
representatives of the RTPE and the transit operathstoisstheir concerns. The auditorshould
consider these concerns atetermine if any changes amecessary tdhe factual content of the
report, or the audit conclusions and recommendations.

Once theauditor has met with the RTPE and transit operator representatives, sade any

necessary changes to the draft repb, auditorshouldfinalize the auditeport and transmit it to
the RTPE, aswell asforwarding a copy tdhe transitoperator. In additiorthe auditor may be
asked bythe RTPE tomake a formal presentation of thesults ofthe performance audit to the
RTPE's or operator's governing boards, or other appropraies

1.8 LEVEL OF EFFORT FOR A PERFORMANCE AUDIT

It is difficult to establish astandardlevel of efort, in terms ofhours of timethat it will take
performance auditors to complete an audit. Ultimately, the level of effort will be determined based
on the size and complexity of the transit operator being audited, the scope of the audit, and the need
for detailed audit fieldwork within specific issue areas.

To assistthe users of this GuideboolExhibit 111.14, presented on the nextage, displays a
sample range of hours it may take a performance auditor to conduct a triennial performance audit of
different size transit operators. While these raragesnly suggested rangethey may beuseful

to RTPEs in planninghe scope and magnitude of performangedits. In addition,this
information may be useful in determining the potential cost of the performance audit bdseal on
market conditions.
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Exhibit V.10 SAMPLE RANGE OF HOURS TGONDUCT ATRANSITOPERATORS
PERFORMANCEAUDIT

AuditsPhase Operator
| Small Medium Large
Preliminary Survey
e Start up and background 5-10 10-20 20-40
« Identify functional areas 5-10 10-15 15-40
* Review and verify performance indicators 5-20 10-30 15-100
» Test compliance requirements 5-10 10-20 20-120
[ Summarizesnd Define Scopeand Objectives 5-10 5-10 10-25

_of Detaile_d Review
Detailed Review

* Review functional areas 5-10 10-15 15-120
e identify areas with potential  for 5-10 10-20 20-140
improvement 5-10 5-30 30-200
. ngelop a.udl_t flndln.gs 5-10 5-10 10-15
|+ Discuss Findings with management
Repating
» Develop draft report 10-20 10-20 20-100
* Review with management 5-10 5-10 10-20
* Finalize and issue report 5-10 10-15 15-80
" Total 60-130 90-280 100-500 |

* Small operator - 20 vehicles or less
Medium operator - greater than 20 vehicles but not more than 100 vehicles
Large operator - greater than 100 vehicles
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IV. PERFORMANCE AUDITS OF REGIONAL
TRANSPORTATION PLANNING ENTITIES

This chapter describébe major components of performance audits of Regional Transportation
Planning Entities (RTPESs) and the different types of agencies that serve as RTPEs. In addition, it
discusses the review of compliance requiremBmt&KTPES,the follow-up of prior performance

audit report recommendationthe identification and review of transit-relatédnctions and
activities of RTPEs,the preparation of a draféport,and the preparation and presentation of a
final report.

There are various major elements that may be included as part of a performance RUBEsf
The elementsuggested in thishapter are guidelineghich will help the auditorensurethat the
performance audit of a RTPE me#is requirements of the California Public Utiliti€sde and
the CaliforniaCode of Regulations and ensuhat the audit ionsistent with "Standards for
Audit of Governmental OrganizationBrograms,Activities and Functions," published by the
Comptroller General. Exhibit IV.1 on the next page, presents an overvithe afiajor elements
in a performance audit of RTPEs. Each of these elements is dissepsedtely in latesections
of this chapter.

V.1 INITIAL REVIEW OF RTPE FUNCTIONS

The initial review of theRTPE'sfunctions should providéhe auditorwith an understanding of
the RTPE'scharacteristics, and a grasptbé functions performed byhe RTPE. The auditor
shouldplan interviews and informatiorequestarefully at this stage in order toinimize the
disruptive effect upon the audited entity and its st&tichinitial planning shouldanticipatethis
initial review, the follow-up of prior performanceudit recommendations, artde compliance
review.

RTPE Charactaistics

At an early stage of the audit, the auditor will need to identify the RTPE's organization type.

A RTPE is anentity or policy committeavhich is responsible fodevelopment of a regional
transportatiorplan. The RTPEmay derivesuch responsibility from statute, or dslegated by
local government(s) in cooperation witie Statgpursuant to anemorandum otinderstanding.

The State Director of Transportati@esignates various agencies to be Transportation Planning
Agencies(TPAs) pursuant to Government Code Sectig@532, et. seq. These include the
following RTPEs:

* Transpotation Planning Agencies - Including multi-county, Statutory
Agencies, Councils of Governments, ahdcal Transportation Commissions as
defined below:

- Multi-County, Statutory Agencies- If a county iswithin the jurisdiction of a

multi-county, statutorily created, comprehensive regional transportation planning
agency, then that agency will be designated as the RTPE.
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Exhibit IV.1 MAJOR ELEMENTS IN A PERFORMANCE AUDIT ORTPES

V.1
Initial Review
of RTPE
Functions
V.2 V.3
Review of Follow-up of Prior
Compliance > Performancéudit
Requirements Recommendations

i

V.4 IV.5
Detailed Review Preparation of
of RTPE Functions > Draft Report

V.6
Preparation and
Presentation of Final
Report
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- Councils of Govenments - Section29536 ofthe GovernmenCode defines
instances in which a council of governments will be designated as the RTPE.

In addition to those councils organized under Chapter 5 (commencing with Section
6500) of Division 7, Title 1 of the GovernmentCode, certain regional planning
districts, area planning commissions and councils, and planning distagtserve

as councils of governments for TDAurposes. Section6640 of the California
Code of Regulations detaithe statutory authoritiesinder which acouncil of
governments may be created.

- Local Transportation Commissions- If a county is nowithin the jurisdiction
of a statutorily created TPA or within the jurisdiction of a councj@fernments,
then a localtransportation commission is established by Sec?9535 of the
Government Code, and will be designated as the Transportation Planning Agency.
Additionally, if there is a council of governments withihe county, but the
majority of citieswhich include at least 50 percent of the incorporated population
within the countyelect toform alocal transportation commissionhan thatlocal
transportation commission will be designated as the Transportation Planning
Agency.

« County Transpotation Commissions - Statutorily created, comprehensive
regional planning agencigiat include theeounty transportation commissions in the
counties of Los Angeles, Orange, Riversidenturaand San Bernardino whichill
not be designated as the Transportafdanning Agency for the areaunder its
jurisdiction.

* Metropolitan Transpoartation Development Board- Statutorily created transit
development boarthat are allocatetlinds fortransportation planning in Sabiego
County.

No monies may ballocatedfrom the localtransportation funeéxcept by a TPAvhich hasbeen
designated by the State Director of Transportation in a memorandundefstanding. Further,
no city may receive locaransportation fund moneys unless it is withire jurisdiction of a
statutorily createdRTPA, or unlesshe city is a member of a locally creafEBA, or unless the
city establishes a single purpose local transportation commission pursuant to the TDA.

Functions Paformed by the RTPE

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

RTPE Administration and Management;
Transportation Planning and Regional Coordination;
Claimant Relationships and Oversight;

Marketing and Transportation Alternatives; and
Grant Applications and Management.

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

* Resourcecommitmentand level of management directioand control within a
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function;

» Observations or indicators of the efficiency and effectiveness of activities performed,;
and

* Whether the function is performed by the RTPE itself or by a contractor.
After completingthis initial review, the compliance review (including the gathering of key
documents) (SectioV.2), and thefollow-up of prior performanceaudit recommendations

(SectionlV.3), the auditorshouldhave athorough understanding dfie RTPE, and should be
well prepared to conduct the detailed functional review (Section 1V.4).

V.2 REVIEW OF COMPLIANCE REQUIREMENTS

Section 99245 of the Public Utilities Code requires an annual certified fiscal audit ofl@iatdmt

of Transportation Developmemct (TDA) funds. Section6662 of the California Code of
Regulations specifies that the report on the fiscal audit shall include a determination of compliance
with the Transportation DevelopmeAtt and accompanying rules amegulations, andlearly
extends this requirement to transportation planaiggncies, county transportation commissions
and metropolitan transit developmdydgards. Thoughhe performance auditor is néggally
required to verify compliancevith TDA provisions, several specific requirements made by the
TDA are directly related to performaneeidits. These requirementsierit the performance
auditor'sattention. Frontime-to-time, the legislature may enatatutesthat impose additional
requirements oiRTPEs. If suchadditional requirements aenactedthe performance auditor
should review the RTPE's compliance with the additional requirements, as weltaspgance
with those requirements shown here.

This section includes a summary of kegmpliance issues whichare closely related to
performance auditssues. Exhibit IV.2, which begins onthe nextpage, describeshese
compliance requirements and references the sectiocBodé which makeshe requirement.
Verification of an RTPE's compliance with each of these requirersbpntdd be aomponent 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 governments | Public Utilities Code
which have responsibility for serving a given area, in total, cldirBection 99231
no more than those Local Transportation Fund moneys
apportioned to that area.

2. The RTPE has adopted rules and regulations delineating Public Utilities Code
procedures for the submission of claims for facilities providel Section 99233 and 99231
for 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 is a citiz¢rSection 99238 and
participation process which includes at least an annual publi¢ 99238.5
hearing.

4. The RTPE has annually identified, analyzed and recommendéddublic Utilities Code
potential productivity improvements which could lower Section 99244
operating cost of those operators which operate at least 50
percent of their vehicle service miles with the RTPE’s
jurisdiction. Recommendations include, but are not be limited
to, those made in the performance audit.

* Acommittee for the ppose of providing advice on
productivity improvements may be formed

* The operator has made areasonable effortto implement
improvements recommended by the RTPE, as determingd by
the RTPE, or else the operator has not received an allocgtion
which exceeds its prior year allocation.

5 The RTPE has ensured that all claimants to whom it allocateg Public Utilities Code

TDA funds submit to it and to the state controller annual Section 99245
certified fiscal and compliance audit within 180 days after end of
fiscal year.

6 The RTPE has designated an independent entity to conduct @ Public Utilities Code
performance audit of operators and itself (for the current anflSection 99246 and 9924
previous triennia). If operators, the audit was made and
calculated the required performance indicators, and the audit
report was transmitted to the entity that allocates of the
triennium. If an operator’'s audit was not transmitted by the start
of the second fiscal year following the last fiscal year of the
triennium, TDA funds were not allocated in the operator for that
or subsequent fiscal years until the audit was transmitted.

7 The RTPE has submitted a copy of its performance audit to tHeublic Utilities Code
Director of the California Department of Transportation. In | Section 99246(c)
addition, the RTPE has certified in writing to the Direcor, that|the
performance audits of operators located in the area under it$
jurisdiction have been completed.

[ee)
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Exhibit IV.2 RTPE COMPLIANCE REQUIREMENTS (continued)

RTPE COMPLIANCE REQUIREMENTS

REFERENCES

8. The performance audit of the operator providing public
transportation services shall include, but not limited to, a
verification of the operator's cost per passenger, operating ¢
per vehicle service hour, passenger per vehicle service mile,
vehicle service hours per employee, as defined in Section 94
The performance audit shall include, but not limited to,
consideration of the needs and types of passengers being s
and the employment of part-time drivers and the contracting
with common carriers of persons operating under a franchisg
license to provide services during peak hours, as defined in
subdivision (a) of section 999260.2

9 The RTPE has established rules and regulations regarding
revenue ratios for transportation operators providing services
urbanized and new urbanized areas.

10. The RTPE has adopted criteria, rules, and regulations for tH
evaluation of claims filed under Article 4.5 of the TDA and th
determination of the cost effectiveness of the proposed
community transit services.

11. State transit assistance funded received by the RTPE as all
only for transportation planning and mass transportation
purposes.*

12. The amount received pursuant to the Public Utilities Code,
Section 99314.3, by each RTPE for state transit assistance ig
allocated to the operators in the area of its jurisdiction is

Public Utilities Code
Section 99246(d)
pst

and

0247 .

prved

e Or

Public Utilities Code
Bection 99270.1 and
99270.2

dPublic Utilities Code
eSection 99275.5

b&ubtic Utilities Code
Section 99310.5 and
99313.3 and Proposition
116

Public Utilities Code
Section 99314.3

allocated by the State Controllers Office.

*The June 5, 1990 passage of Prajms116 no dbnger allows the

use of state transit assistance

funds for streetand road purposes, as had besmittpdrin certain classemder PUC Section

99313.3
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Exhibit IV.2 RTPE COMPLIANCE REQUIREMENTS (continued

RTPE COMPLIANCE REQUIREMENTS REFERENCES

13. If TDA funds are allocated to purposes not directly related td Public Utilities Code
public or specialized transportation services, or facilities for | Section 99401.5
exclusive use of pedestrian and bicycles, the transit planning
agency has annually:

» Consulted with the Social Services Transportation Advisory
Council (SSTAC) established pursuantto Public Utilities Codje
Section 99238;

» ldentified transit needs, including:

e Groups who are transit-dependent or transit-disadvantaged

» Adequacy of existing transit services to meet the needs o grjoups
identified; and

« Analysis of potential alternatives to provide transportation
services

» Adopted or re-affirmed definitive of “ unmet transit needs” and
“reasonable to meet;”

* |dentified the unmet transit needs and those needs that
reasonable to meet;

» Adopted a finding that there are no unmet transit needs; that
there are no unmet needs that are reasonable to meet; or that
there are unmet transit needs including needs that are
reasonable to meet;

If a finding is adopted that there are unmet transit needs, these
needsmust have been funded before an allocation was made| for
streets and roads. (Because the determination of unmet transit
needs is an important responsibility for most RTPE’s in the State,
the performance auditor should consider reviewing the procegs
used by the RTPE to determine unmet transit needs, as well gs the
outcome of the process.)

14. The RTPE has caused an audit of its account and records tq E@lifornia Code of
performed for each fiscal year by the county auditor, or a Regulations,
certified public accounty. The RTPE must transmit the resultin@ection 6642
audit report to the state controller within 12 months of the eng of
each fiscal year, and must be performed in accordance withthe
Basic AuditProgam and Report Guidelines for the California
Special Districts perscribed by the state controller. The audit ghall
include a determination of compliance with the transportation
development and accompanying rules and regulations. Fianancial
statements may not commingle the state transit assistance fupd, the
local transportationfund, or other revemnues or funds of any [ity,
county or other agency. The RTPE must maintain fiscal and
accounting records and supporting papers for a least four yeprs
following fiscal yeaer close.
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SuggestedAudit Steps

This section identifies three majstepsthat the performance auditor mayilize to review
compliance requirements in the performarmalit. These include:discussing compliance
requirements with the RTPE; documenting evidence of compliance; and reporting the results of the
compliance review.

* Discuss ComplianceRequirements with the RTPE- The RTPE should be
familiar with these requirements arshould beable to easily locatesatisfactory
evidence of its compliance. Thediscussions should also protiene-saving in the
event that there is a need for any further investigations

« Document Evidence ofCompliance - Based upon discussions witie RTPE,
the auditorshould obtain evidence of th&RTPE's compliancewith each of the
compliance requirements beimgviewed. In some&ases,the auditor may need to
investigate orobserve directly compliancewith requirements. However, the
compliancewith many ofthe requirements can be determined by the existence of
planning documents, evidence of RTPE Governing Board action, calculated measures,
and similar documentation evidence of RT&fon. Suchevidenceshouldmeet the
standards for performance audit fieldwork evidence described in "Standarlsdibr
of Governmental Organizations, Programs, Activities and Functions."

* Disclose Results ofthe Compliance Review - The performance auditor
should prepare a written report on theststhat were made of compliancewith
applicable laws and regulations during the course of the performance audit.

If the auditor finds evidence of non-compliance with anyhef requirements summarized in this

section,the auditorshould make acorresponding finding ithe performance audreport, and
should draw conclusions and make appropriate recommendations.

V.3 FOLLOW-UP OF PRIOR PERFORMANCE AUDIT RECOMMENDATIONS

The "Standards foAudit of Governmental OrganizationBrograms,Activities and Functions”
state thatdue professionalcare by auditors includes follow-up orknown findings and
recommendations from previous audits that could havefeet eh the current audit objectives to
determine whether prompt and appropriate correction actions have been tdRERbyoficials

or other appropriate organizations.

To ensurethat the performance audit is effectiaad valuable, a performance audisirould

review andevaluate thd&RTPE's implementation ofprior performanceaudit recommendations.
The objectiveassessment of improvements provides assuranttee tpublic that thdRTPE has
made dbrts to improve its efficiency and fefctiveness, and strengthetige integrity of the
performance audit process. This follow-up may be more importanthbagimilarfollow-up for

operatorssince there may be no other formal and systematic revieRT&fE performance
improvements.

SuggestedAudit Steps

This section identifiefour audit stepsthat the performance auditor matilize to follow-up on
prior performanceaudit recommendations. These include obtaining and reviewing key
documents; discussing priaudit report recommendations and corrective actions Wit RTPE
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and concerned agencies; documenting evidence afmblementation of action omprior audit
recommendationsgnd, reporting on the result of tHellow-up review. Exhibit IV.3, which is
presented on the next page, depicts the follow-up process on prior audit report recommendations.

Obtain and Review Key Documents

The auditorshouldobtain and review (a) thprior performanceaudit (preferably theéwo most
recent audits), (b) any recommendationsnade in management lettersshich may have
accompanied the RTPE's fis@aldits,(c) any other performance evaluation documentsdaitel
concerning the RTPE, and (d) planning atider RTPE-produced documents which describe or
evidence the RTPE's improvements.

Discuss Implementation of Recommendations with the RTPE and with
Other Concened Agencies

The auditorshould discusghe implementatiorstatus of each recommendation in thearior
performance audit report with representatives ftbmmRTPE's board or with key members of
RTPE management. In addition, the auditor may want to follow-up on prior recommendations in
more detailwith transit operators or other concerned agencies. In casssthe auditor will

need to investigate evidence of recommendation implementation, butdisesessions should
provide a time-saving basis for those investigations. Most importéinéauditors should use a
procesghat enables them to track te&atus of managemenggtions on significant omaterial
findings and recommendations from premdits. Such a proces®uld include determining
whether the following actions have occurred:

* Implementation of Recommendations. If implementatiorhasbeen completed,
the discussions should¢oncern (a) the effectivenesd#, and benefits from the
recommendation and (b) difficulties and costs of implementing the recommendation.
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Exhibit IV.3 FOLLOW-UP PRIOR RTPE PERFORMANGRDIT RECOMMENDATIONS

Obtain and
Review Key
Documents

Discuss _
Recommendatio

Implementation
with RTPE’s and
Other Concerne

Agencies

Disclose Result
of Follow-Up
Review
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* Implementation In-Progress. If implementation isunderway,the discussions
should address (a) the initiation date, (b) the current status, (c) thenglmentation
is expected to be complete, and (d) the difficulties and costs of implementation.

* Implementation Not Begun. If the RTPE has notnitiated any efforts to
implement arecommendation, the audit@hould seek todetermine whether (@)
circumstances havehanged, andhe recommendation is no longer applicable or
feasible, (b) the recommendation was unreasonable and inappropriat@atistte or
(c) the RTPE has ignored walid recommendation. Each of these determinations
should make up a finding ithe auditor's reportand appropriate conclusiostould
be drawn and recommendations made.

Document Evidence of Implementation of Recommendations

Based upon discussions with the RTPE's Governing Board, its management, and other concerned
agenciegsuch as operatorshhe auditorshould obtain evidence regarding theplementation

status ofeach recommendation in th&TPE's prior performanceaudit report. Such evidence,

which may consist of documents, observed practices, or other data, shoutdese&stdards for
performance audifieldwork evidence described ifiStandards forAudit of Governmental
Organizations, Programs, Activities and Functions."

Disclose Results of Follow-up Review

The management of the audited ageheagthe primary responsibilitfor directing action and
following-up on prioraudit report recommendationsThe auditor'sreport should disclose the
status of known, but uncorrected significant or material findings and recommendations from prior
audits that effect the current audit objective.

V.4 DETAILED REVIEW OF RTPE FUNCTIONS

This section offers guidance in identifying and reviewinguweous functions oRTPEs. Since
the functions ofeachRTPE vary widelynot all parts of this section will apply tall RTPEs.
RTPE functions can be divided into the following areas:

RTPE Administration and Management;
Transportation Planning and Regional Coordination;
Claimant Relationships and Oversight;

Marketing and Transportation Alternatives; and
Grant Applications and Management.
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Exhibit IV.4, presented on the neghge,summarizes these functions and theib-functions.
Each of these areas will be briefly described, and sub-functions within the area will be noted.

For each functional area, this section will suggest key questions toteiaaditor. Since most
of the functions performed by RTPEare difficult to quantify, there arefew applicable
performance measurésr RTPEsS. As a resulthe functional review will usually rely heavily
upon comparisons achievements by theTPE and of achievements withime RTPE'sregion
to the RTPE's goals, objectives, and plans. Of course, the functional review mustyalpon
the auditor's professional and objective judgement.
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Exhibit IV.4 OVERVIEW OF POENTIAL RTPE FUNCTIONS

RTPE Transportation
Administration and Planning and Region
Management Coordination

— General Administration - Regional
- Internal Planning and Transportation Plan
. (RTP)
Achievements _
- Governing Board - RTP Topics
Activities - RTP Implementation
- Personnel - Information
Generation and
Distribution
— Information
Collection

Claimant Marketing and At
4 . - Grant Applications
Relationships and Transportation and Management
Oversight Alternatives

— Productivity - Marketing and Public - Grant Application
Committee Functions Relations Coordination
(if applicable) — Public Information and — Grant Application
— Technical and Transportation Assistance
Managerial Assistance Alternatives

- Grant Management
to Operators and Compliance
— Commication of TDA
Reporting and

Information

- TDA Claims
Processing
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RTPE Administration and Management

This functional area encompasses the overall administration of all RTPE functions. Sub-functions
include:

* General Administration

* Internal Planning and Achievements

» Governing Board Activities

* Personnel

Suggested areafor review in each of thesub-functions withinthe Administration and
Management functional area abown inExhibit IV.5 which begins orthe nextpage. The
guestionsincluded in the exhibit are nagxhaustive, andhe auditorshould consider the
significance and relevance of responses in relation to the specific operator being reviewed.

Many of thekey questions in this reviearea are aimed at determining if tREFPE prepares
required documents or sets goals and objectives. Itfisullito identify objectivestandards for
the content of the documents or gébstance othe goals and objectives, givehe variety of
activities performed by RTPEs, and the variety of forms that RTPEs take. tiiéws)ditor must
discussthe nature of documentgith RTPE staff, and should reviethe documents, goals, or
other items to determine whether the docunseits itspurpose, iomplete, and is useful and
effective. Similarly, when reviewing goals and objectives, ti@lRTPE's progressoward
them, the auditorshould must use professionatigement in determining whether tgeals and
objectives aresuitable, whetheadditionalgoals and objectiveshould be adopted, and whether
progress is reasonable.
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Exhibit IV.5 RTPEADMINISTRATION AND MANAGEMENT

GENERAL INTERNAL PLANNING AND
ADMINISTRATION ACHEIEVEMENTS
» Hasthe RTPE processed TDA [+ Has the RTPE established and
claims in an accurate and timely periodically updated clear,
manner?? comprehensive and realistic goals
and objectives for:
» Hasthe RTPE? prepared and/or — Itsinternal functions (business,
revised the Regional Transportation budget, personndimeliness,
Plan recently enmh that is etc.)
currently meaningful? (At a — Regional coordination and impag?

minimum, once every 2 years). — Grants applications and awards?

, — Operators performance, including

* Does the RTPE's management transit utiization, efficiency, and
recelve, review and act upon regular effeciiveness
reports on the progress and finandial
status of both ongoing programs and
spedal projects? (Are such reports
provided in part by a computerized * Has the RTPE planned (set
management information system?]? schedules and milestones} and actgd

to achieve its goals and objectives?,

— Transportation alternatives?

* Does the operator have a systematic _
and effective method and location |+ Hasthe RTPE achieved or made

for achieving (fiing) plans and othgr ~ progress toward achieving its goals
documents? and objectives?

« Areoperators under the RTPE’'s [+ Hasthe RTPE setspecific

jurisdiction satisfied with the performance goals or standards fo
RTPE's efficiency and any of its staff's activities?
effectiveness?

* Arethe RTPE’s budget and staffing
allocations sufficient and appropriate
to accomplish its plan for achieving
its goals and objectives.?
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Exhibit IV.5 RTPEADMINISTRATION AND MANAGEMENT (contiued)

GOVERNING BOARD PERSONNEL
ACTIVITIES

* Isthe RTPE Governing Board * Does the RTPE employ staff in
organized into committees to alloy  sufficient numbers and with
it to effectively address detailed and sufficient qualifications and
complex issues? experience to accomplish its
functions?

* Does the Governing Board meet
regularly, and do most members |« Whatis the RTPE's staff turnover
attend most meetings? rate?

« Has the Governing Board reviewgd DO Staff receive regular training R
and accepted / approved in a timdly ~PPropriate to their responsities
manner key documents prepared|or
received by the RTPE including: | ¢ Arejob performance evauations

- Regional transportation plan? C??gleted regularly for all RTPE
staf”

— Short term transit plans(s)?

- SB827 update or progress report fof  Are any employee incentive progranis

an SB 130 Action Plan (for social in place?
services transportation
— Performance audits for each » Are RTPE staff ofered life, health,
operator? dental insurance, vacation, sick leavg,
- Fiscal and compliance audit for th¢ ~ maternity, retrement and other
RTPE? benefits?
- Afiscal and compliance audit for
the RTPE?

- RTPA goals and objectives?
— An RTPE budget and operating
plan?

- RegionalTransportation
Improvement plan (capital
projects)?

— Unmet transit needs process finding
documentation?
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Transpatation Planning and Regional Coadination

This functional area includes short-term and long-range projection of transpodtamds, the
preparatiorfor service provision taneetthose needsand financial planning ananalysis. The
function also encompasses efforts to endhes transportation providers withithe RTPE's

region provide service and interact rationally and without duplicafidre sub-functionamaking

up this area are:

Regional Transportation Plan (RTP) Development and Adoption;
Regional Transportation Plan Topics;

Regional Transportation Plan Implementation;

Information Generation and Distribution; and

Information Collection.

Suggested aredsr review ineach of thesub-functions withinthe Planning and Coordination
functional area are shown in Exhibit IV.6, which begins on the next page. The questions included
in the exhibit are not exhaustive, and the auditor should consider the significance and relevance of
responses in relation to the specific operator being reviewed.

This functional area again includgsestions whicttoncentrate on the presence of evideheé
the RTPE is performing the activities it was intended to accomplish. The auditexazame the
RTP anddiscussits development anthat of otherplanning documentdiowever,the auditor
must use his or hgudgment regarding the content of tR&P. Itmay beuseful to discuss the
RTPE's achievements with respect to histoptans, and its coordination ffrts to review
planning activities. It maylso be useful to discuske RTPE's planning and coordination
effectiveness with the operators in the RTPE's jurisdiction.
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Exhibit IV.6  TRANSPORTATION PLANNING AND REGIONAL COORDINATION

REGIONAL REGIONAL REGIONAL
TRANSPORTATION TRANSPORTATION TRANSPORTATION
PLAN (RTP) PLAN TOPICS PLAN
DEVELOPMENT AND IMPLEMENTA TION
ADOPTION
* Does the RTP provide * Doesthe RTP address the Does the RTP set out cleaf
overall and general following efectively? goals, actions, milestones
transportation policy —  Air Quality and timelines for
guidance within the R _ transportation in the region?
RTPE’s region? — Minimizing commuting (These should be distinct
« Does the RTP I(gizt?ggg)al and office from the RTPEs internal
comprehensively identify, _ _ goals and timelines as an
document and assess — Special service agency.)
transportation needs in the ~ transportation « Does the RTP clearly
RTPE's jurisdiction? — General public identify entities responsibilg
« Does the RTP contain an transportation for implementing actions
appraisal of major ~  Elderly and handicapped necessary to achieve goal$?
(especially regional) transportation, especially [ + Does the RTP identfy and
weaknesses in the in rural areas assess the didiency of
transportation system? | _  gyreets. roads and funding sources to be used
« Does the RTP account fol highways in reaching regional goals?
anticipated gpwth, _ i i * Hasthe RTP had an
development, and changing Capital plan.nmg o identifable and positive
transportation demands i — Status of prior action items  jmpact on regional
order to project transportation?

transportation needs over|a
20-year horizon?

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

* Was the RTP developed or
revised and approved
within the period requried
by statute?

1°ZJ
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Exhibit IV.6 TRANSPORTATIONPLANNING AND REGIONAL COORDINATION
(continued)

INFORMATION INFORMATION
GENERATION AND COLLECTION
DISTRIBUTION

* Does the RTPE model and project| « Is the RTPE familiar with special and

transportation demand levels and local revenue measures and their
characteristics? impact on regional transportation?

* Does the RTPE provide to operatgrs Does the RTPE gather information
and government agencies useful from local planning and zoning
summaries or information it gathers  agencies, private businesses, regignal
or generates? (air quality districts) state and federal

« Has the RTPE made any effort to agencies concerning transportationt

sell to private firms data or related demand, mandates, funding

information it gathers or generates? ~ @nd other issues?

* Has the RTPE developed and
implemented a systematic method tp
keep up-to-date on transportation
service levels and types provided
within its jurisdiction?
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Claimant Relationships and Oveasight

This functional area encompasses the RTRiESt interactionsvith the transportatiomperators
within its jurisdiction. In someasesthe interactions are legallgquired,while in others, the
RTPE may play the role of an expadvisor. The sub-functionamaking up this functionadrea
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 areder review ineach of thesub-functions withinthe Operator Relationships and
Oversight functional area ashown inExhibit IV.7 that starts ornthe nextpage. The questions
included in the exhibit are netxhaustive, andhe auditorshould considethe significance and
relevance of responses in relation to the specific operator being reviewed.

Areview of this functionahreamust rely heavily ordiscussions with operators a®ll as those
with the RTPE. Certain information from performance audits of operatas beuseful in
reviewing theRTPE's oversight performance, since RTPE oversighbuld help ensure the
operator's implementation of prior audit recommendations and complianegth legal
requirements. Generally, if operators are not performiall, the RTPEmay not be effective in
conducting relationships with and oversight of operators.

Additionally, the auditor may be able to conduct partttoé review by looking over bfial

communications and transmittals between the RTPEpadators. Such dcument review can
provide an objective picture of both operator and RTPE functions.
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Exhibit IV.7 CLAIMANT RELATIONSHIP AND OVERSIGHT

PRODUCTIVITY TECHNICAL AND
COMMITTEE FUNCTIONS MANAGERIAL ASSISTANCE
TO OPERATORS

» Isthere a productivity committee [+ Does the RTPE make technical ang

operating under the RTPE? managerial assistance available to
(Pursuant to Public Utilities Code operators? (Such assistance may
Section 99244.) include financial analysis, marketing

«  Does the committee meet regularly advice, routing suggestions, planning

and make some effort to identify assistance, etc.)
potential efficiency improvements?| « If so, are operator’'s aware of the

« Has the productivity committee availability of such assistance?
monitored and evaluated * Have operators taken advantage of
implementation of performance auglit assistance?

recommendations and other study| . Have operators expressed an intergst
recommendations? in or need for such assistance?
* Has the RTPE set criteria,
timeframes, goals, quotas or othef
targets for evaluating operator
implementation of suggestions and
recommendations?

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

14

97



California Department of Transportation

IV. PERFORMANCE AUDITS OF REGIONAL TRANSPORTAION PLANNING ENTITIES

Exhibit IV.7 CLAIMANT RELATIONSHIP AND OVERSIGHT(continued)

COMMUNICATION
OF TDA

REPORTS
ANDINFORMATION
RECEIVED BY THE
RTPE

TDA CLAIM
PROCESSING

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

TransportatiorPerformance
Audit Guidebook?

Regional transportation
plan?

Short term transit plan?
Productivity reports

AB 120 Action Plan SB 82¢
update (for social services
transportation), except
SCAG?

RTPE rules regarding
farebox recovery rations f¢
operators providing service
in urbanized and newly
urbanized areas?

RTPE rules and forms
regarding submission of
claims by operators.

Regional transportation
implementation plan

1%

=

(capital improvements)?

Has the RTPE received
and 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 its
operators which attest th
funds allocated to each
TDA claimant were
expended in conformanc
with applicable laws,
rules and regulations?

Has the RTPE received
triennial performance
audits of its operators?

D

Has the RTPE processed
operators TDAIlaims
consistency with its own
rules, and in a timely
manner?

When a compliance issue
would require the RTPE to
withdrawal TDA moines
from an operator (for
example penalties for
noncompliance with a
required farebox recovery
ratio), has the RTPE in fag
withheld those monies?
(See Chapter 11.5 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 are@onsists of promotingublic transportation and transportation alternatives to
the region's population. RTPE functions in thisa may supplement thdoets of operators, or
may actually take the place of operator activities. The sub-functions making up this area are:

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

Suggested areafor review in the sub-functions withinthe Marketing and Transportation
Alternatives functional area are shown on Exhibit IV.8. fhbestionsancluded in the exhibit are

not exhaustive, anthe auditorshould considethe significance and relevance m&sponses in

relation to the specific operator being reviewed.

The audit of this functional area should consider at least the following two sources of information,
if they are available: (a) specific ridership data (for the service or alternativepgnremgted), and

(b) surveys ofthe general public regardingmiliarity with transportation and transportation
alternatives. Ideallythe RTPE should botlgather andevaluatethis information itselfwhen it
conducts marketing and public informaticampaigns. If it does not dso, then it may be
appropriate for the auditor to recommend initiation of such activities. As the acmitducts this
functional review, it is important to considine related activities performed loperators: RTPE

and operator efforts shoutsbmplement eacbther,and theRTPEmay be able t@erform some
activities at a regional level more efficiently than local operators.
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Exhibit IV8 MARKETING AND TRANSPORTAION ALTERNATIVES

MARKETING AND PUBLIC
RELATIONS

PUBLIC INFORMA TION AND
TRANSPORTATION
ALTERNATIVES

Does the RTPE conduct or

If operators do not have public

coordinate a regional marketing information (routes , schedules, type

program for public transportation of service , fares, etc.) available in

which is consistent with or printed form and by telephone, does
P

supplements operator programs?

Has the RTPE measured thieef
of general or experimental marketi
via rider surveys, general public
surveys, passenger counts, or oth
means? (Have the programs
achieved meaningful results/met
their objectives?)

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

the RTPE provide such information

Does the RTPE help operators to
prepare and distribute press releas
upon the initiation of significant new
services?

Has the RTPE developed programs

to promote the use of alternative
transportation such as bicycle, car
pools, etc.?
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Grant Applications and Management

This functional area includes technical assistance to operators as they apply for funding from non-
TDA sources, which may include the federal government (usually Urban Mass Transportation Act
grants), non-TDAtate gants, grants or appropriations frdatal governmensourcesand grants

from private or non-profit organizations. Thisrea also includes coordination oframt
applications within theregion, information sharing as appropriate, and review of operator
compliance with grant terms. The sub-functions making up this area are:

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

Suggested area®r review in each of thesub-functions withinthe Grant Applications and
Management functional area adeown inExhibit IV.9 on the following page. The questions
included in the exhibit are netxhaustive, andhe auditorshould considethe significance and
relevance of responses in relation to the specific operator being reviewed.

As with the Operator Relationships and Oversight function, the review of this function should rely
in part upon the auditor's discussionwith operators, tambtain their appraisal of theRTPE's
assistance in preparing and winning grawards. If appropriateghe auditor mayalso contact
relevant granting organizations.
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Exhibit IV.9 GRANT APPLICATIONS AND MANAGEMENT

GRANT GRANT GRANT
APPLICATION APPLICATION APPLICATION ANC
COORDINATION ASSISTANCE COMPLIANCE
* Doesthe RTPE review arjJcd Does the RTPE provide | « Has the RTPE been
coordinate grant technical assistance and assigned responsibility for
applications by operators?  reference data/information  administering and
(Does it ensure to operators applying for monitoring expenditure of
consistency, prioritizes, grant funding? any grant monies from nor}-
gggr\g’g‘?g&(ﬁr&t&a&' onef_ writing applications TDA Sohurces? ;
: . . . * Does the RTPE perform
funding source, does the| = In preparing financial that function in aﬁy instance
determine if multiple ~ feasibility plans -
RTPE d where it has not been
applications from the - In planning and assigned?
region are acceptable to the  establishing pragams, Has any operator in the
rantor? lici d dures. | ° Operato
granto POlICIes and procecures RTPE’s jurisdiction lost (of
— Do operators and/or the been threatened with loss
RTPE apply for gant of) grant monies or
funds from the following eligibility due to
sources? 9 : .
non-compliance with grant
- UMTA (capital and terms?
operating) * Ifyes, has the RTPE clearly
— Other federal identified grant eligibility
— State nonTDA (e.g. granty  @nd compliance
from social services requirements and developgd
agencies for CTSA capita a systematic method to
purchases) verify and ensurergntee
_ Local compliance?

— Non profit/private

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

1%
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V.5 PREPARATION OF DRAFT REPORT

The preparation of the draft report is a critical element of the performance audit proceasdifThe
report permanently documents the ausults and is widely distributed amongst concerned
parties. One of theobjectives of performance auditing is agsistmanagement in improving
operations. Thughe performance audghould strive to preseratudit findings, observations,
conclusions, and recommendations in a positive and straight-forward manner.

The content of the audit report magtry depending upothe scope,approach and complexity of
the performancaudit. Howeverthe following items illustrate elements of a performance audit
report that may be appropriate. These include:

Letter of Transmittal - A coverletter thattransmits the completed performance
audit from the auditor to the responsible agency receiving the final report;

Table of Content - Presents a listing dhe chapteheadings and major sections in
the performance audit report and the associated page numbers;

Executive Summary - A brief summary of themost importantfindings and
recommendations developed during the performance audit;

Introduction - Providesbackgoundinformation that isuseful in understanding the
entity beingaudited, asvell as the manner iwhich the auditwas conducted. This
section may include the following information:

- Information regarding theRTPE's organization, budgetstaffing and services
provided;

- ldentification of any legal requirements that pertain to the audit;

- Description of thescope,approach and methodology usedconducting theaudit;
and

- Any limitations regardinghow the auditwas performed, orthe information
presented in the report.

Audit Results- This section othe audit reporshould presenthe detailedindings
in each of the major areas of the performance audit including:

Results of the compliance review;

Results of the review of the implementation of prior audit recommendations;
Results of the functional review of the RTPE; and

- Other pertinent information.

Conclusions and Recommendations- A summary of the majoissues or
concerns identified in the audit report and the specific strategies and/or recommended
solutions to address these issues or concerns.

Once the draft audit report ppepared, it should bsubmitted to the management of REPE.
Sufficient timeshould beallowed for the RTPE management to review amtbmment on the

report.
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V.6 PREPARATION AND PRESENTATION OF FINAL REPORT

After the auditorhas submitted the draft audit report to tRIPE, and they have hatime to

review and comment on the draft audit report, the ausitouldmeetwith representatives of the

RTPE to discuss their comments. The auditmuld considetheir comments and concerns and
determine if any changes are necessary to the factual content of the report, or the audit conclusions
and recommendations.

Once the auditor has met with the RTPE, and made any necessary chdahgedrdtireport, the

auditor should finalize the audit report and transmit it toRA®E. In additionthe auditor may

be asked by the RTPE to make a formal presentation of the results of the performance audit to the
RTPE and/or to other agencies.

V.7 LEVEL OF EFFORT FOR A PERFORMANCE AUDIT

It is difficult to establish astandardlevel of efort, in terms ofhours of time,that it will take
performance auditors to complete an audit. Ultimately, the level of effort will be determined based
on the size and complexity of tiRTPE being auditedhe scope ofthe audit, andthe need for
detailed audit fieldwork within specific issue areas.

To assistthe users of this Guideboolkgxhibit 1V.10, presented on the neplge, displays a
sample range of hours it mégke a performance auditor to conduct a triennial performance audit
of different types ofRTPEs. While these areonly suggested rangetiey may beuseful to
RTPEs in planning the scope and magnitude of performaundiés. In addition, thigaformation

may beuseful indetermining the potentialost of the performance audiiased ornlocal market
conditions.
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Exhibit V.10 SAMPLE RANGE OF HOURS TGONDUCT AN RTPE PERFORMANCE
AUDIT

AuditsPhase Type of Entity
| LTC COG MPO/Other
Preliminary Survey
» Start up and background 5-10 10-20 10-40
* ldentify functional areas 5-10 10-20 10-20
» Test compliance requirements 5-20 10-20 10-80
| Objecives of Detalled Review - 510 530 5-20
Detailed Review
* Review functional areas 5-10 10-40 10-60
* Identify areas with potential for 5-10 10-40 10-80
improvement 5-10 5-50 10-100
. ngelop qudﬁ flndlhgs 5.10 5.50 5-10
|+ Discuss findings with management
Repating
» Develop draft report 10-20 10-30 15-60
* Review with management 5-10 5-10 5-10
e Finalize and issue report 5-10 10-20 10-20
[ Total 60-130 90-280 100-500 |
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V. MANAGEMENT A PERFORMANCE AUDIT AND
PREPARING A REQUEST FOR PROPOSAL

This Chapter describemmanagement'sole in the development of a performaneedit.
Specifically, it describes the major steps involved in preparing and issuing a Request for Proposal
(RFP). Tothatend, it presents a suggested RRBRt may beused by RTPEs foemploying
auditors to conduct triennial transportation performance audits.

V.1 MANAGING THE PERFORMANCE AUDIT

There are a number of importasteps inthe management of a performance audit byRaE.
These include preparing a RFP, definihgscope ofwork, selecting a performan@uditor, and
monitoring the work performed. Each of these topics are discussed separately below.

Developing a Requestfor Proposal

Section99249 ofthe Public UtilitiesCode stateshat the cost of performance audithay be
deemed an administratiemst ofthe transportation plannirggencies. This section also states
that the Legislature@ncourages these of fundsmade available by the federal government to
support such purposes.

It is the general practice of governmental entities to procure goods and services tteaisghof

a competitive procuremeptocess. Tdhe extent that federdlinds are used forthe cost of
performance audits, the procurement of audit services sboaigly withthe Common Rule for
Uniform Administrative Requirement®r Grants andCooperative Agreements With State and
Local Governments. The common ruleprovidesthat all procurement transactions are to be
conducted in a manner providing full and open competitibne Common Rule indicateshat
procurement by competitiveroposals should be used whdhere is more than one qualified
source and conditionare not appropriatéor use of sealedbids. Underthe competitive
procurement method, procurement is initiated through the use of RFPs.

Also, the Public Utilities Code, Secti@9246(b),requiresthat performanceaudits be conducted

in accordance withthe Comptroller General's  "Standards foAudit of Governmental
Organizations,Programs, Activities, and Functions.” These standardstate thatsound
procurement practices be followed when contracting for audit services. Sound contract award and
approval procedures, including the monitoringcohtractperformance, should be in place. The
objectives and scope of the audit should be made clear.

A RFP shouldconform to thefollowing general requirements e Common Rulaliscussed
above:

* RFP's should be publicized and shoidentify all evaluation factors and theielative
importance:

» Proposals should be solicited from an adequate number of qualified sources;

 The entity requesting theroposalwill have a methodfor conducting technical
evaluations of the proposals received and for selecting awardees; and

* Awards will be made to theesponsible firmwhose proposal is moativantageous to
the program, with price and other factors considered.
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Defining the Scope of the Woark

The scope of workset forth inthe RFP should, at aninimum, meet therequirements of the
performance audit as stated in the Public Utiltyde, Section99246, et seq.The performance
audit for all entities should include identification and evaluation of major functions, and follow-up
of prior performance audit recommendations.

The audit scope forregional transportation planning entitiskould include verification of
compliance with TDAequirements, including, as appropriate, compliance with TDA requirements
for identification of unmet transiheeds. The auditscope for operators should address the
verification of performance indicators specified in the TDA, and teftingompliance with the

TDA compliance requirements.

Selecting a Peformance Auditor

The ComptrollerGeneral's "Standards fakudit of Governmental Organization®rograms,
Activities, and Functions” indicates that the selection of the performance aiwitdd be based
on factors such as:

* The responsiveness of the bidder to the request for proposal;

* The past experience of the bidder;

» The professional qualifications and technical abilities of bidder staff; and

* Whether the bidder organization participates in an external quality control review
program.

The award of work tahe performance audit@hould bemade to theesponsible firmwhose
proposal is most advantageous the program, withprice and other factorsonsidered. The

model RFP, presented later in this chapter describes, in detail, the factors that may be considered in
selection of the performance auditor.
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Monitoring the Peformance Audit

The performance audit is an important part of the overall accountability transit agencies and
operators have for the use of public funddanagement of the entityndergoing a performance
audit has a responsibility to asstinat the performance auditprovidesthe services set forth in

the scope of work in the RFP and as agreed to in the audit contract.

The selection of a qualified performance auditor, and assuring that the auditor fulfdtsofee of

work required in the audit engagement, maximizes the potential for a quality product that will help
the operators and the transit planning agencies improve the economy, efficiencjeciveredss

of their operations.

V.2 SAMPLE REQUEST FOR PROPOSALS

This section includes a sample RequestProposalthat may beused ormodified for use by
RTPEs that are seeking to procure performance audit services. It represents a suggested format for
seeking performance audit services. The Sample Request for Proposal begins on the next page.
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Dear Prospective Performance Auditor:

The (RTPE) is solicitingoroposals taonduct performance audits
of the RTPE and othe transit operators undéine RTPE's jurisdiction. The RTPE is
statutorily required by Sectid@©246 ofthe California Public UtilitiesCode to designatentities
other than itself, a county transportation commissiamarsit developmerttoard, or aroperator
to make a performance audit of its activities and the activities of each openatoortoit allocates
funds. The intent of this RFP is to procure performance audits of the

(operators) and ofhe RTPE for

fiscal years through .

The audits must be conducted during fiscal year , and must be conducted dompliance
with relevant sections of the TransportatidevelopmentAct. The RTPE further expectthat the
performance audits will be conducted consistent \iligh "PerformanceAudit Guidebook for
Transit Operators and Regional Transportation Planning Entitsssied by the California
Department offransportation. A summary diie operationsrecent achievements, and current
concerns of each operator is included in AttachmentthisoRFP.
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It is important to provide a description of each operator, or the RTPE, indetailbwvithin
the RFP. Thigermits potentiabidders to morexccurately estimate the complexity of the
audit and the amount of effort which will be necessargoroplete theaudit. Without the
information, bidders may mistakenly assume that more or less work will be required than is
actually necessary. As a result, they may bid unnecessarily high or low for the audit.

For each operator tHeFP may include the following: (a) thexodes of servicérail, bus,
trolley, etc.) and types dfervice (fixed route or demamesponsive) provided, (b) thg
number of peak vehiclezperated, (c) aestimate of dailyidership, (d)the systemsfare
structure, and (e) the system's days and hours of operation.

14

The RTPE may wish to procureperformance audits of operators separately from fhe
performance audit of the RTPE itself. Reasons for doing so may include a desteairo
a variety of consultingiewpoints concerning transportation functions witthie RTPE,
and a beliefthat theRTPE audit is substantially different frothose ofthe operators.
Alternatively, by procuring both audits #ie samdime, the RTPE may save auditcosts
and RTPE staff time, since only one consultant will need to "agor®-speed” on RTPE
and operator functions which are related. In addition, by jointly contractirthe audits,
time for meetings, review of RTPRackgound documentreviews,and other audit facets
which may be common between RTPE and operator audits can be saved.

SCHEDULE OF EVENTS

RFP Issued Date

Proposer's 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 + 6-7 Weeks
Contract Approval and Notice to Proceed Date + 8 weeks
Letter to Consultants not Selected and Offer to De-Brief Date + 8 Weeks
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PROPOSER'S CONFERENCE

A proposer's conference will be held at the RTPHis&3fat O'Clock_M, on

, 19 . The RTPE's Gi€es are located at

. Project details, operatorfunctions, proposal andselection procedures, and

M|norlty/DlsadvantagedNVomen OwndglusinessEnterprise (MBE/DBE/WBE)preferences will
be discussed.

CONTACT PERSON

Prospective proposeshall make contaaith the RTPE, staff, and operators only through the
following individual:

Contact Person, Title
(Area Code) Phone Number
Commission

Mailing Address

PROPOSAL SUBMISSION REQUIREMENTS

Proposers mustubmit copies of theitechnicaland cosfproposal. The technicaland cost
proposal shall be sealed in an envelope, marked "Technical and Cost ProptisaPlerformance
Audit of " The envelopenust also be markedearly with the

proposer's name, address, and telephone number, and with a proposer contact person's name.

Proposals should be addressedh® aboveRTPE contactperson ifdelivered bymail or courier,
and must be received by the RTPE no later than

The RTPE has nauthority toacceptproposalssubmitted after thaime ordate, andwill return
unopened any proposals which are received late.

PROPOSAL EVALUATION AND SELECTION

Aproposal review panel made up of representatives from the transit operators being audited in this
project and/or RTPE staff wilevaluate theproposals anddetermine the necessitipr oral
interviews. At the oral interviews, proposers will be requested to make a formal presentation. The
panel will recommend one consultant from those interviewed for the audit. The RTPE reserves the
right to select a consultant based solely on the written proposals and not convene oral interviews.

The evaluation criteria that will be used in the selection process are as follows:
» Understanding of the purpose and requirements of the audit;

» Approach to be followed anthe tasks to be performedncluding detailedsteps and
resources required, and proposed project schedule;

* Relative allocation ofesources, iterms of quality andjuantity, to keytasks,including
the timeand skills of personnel assignedtte task andthe consultant'sapproach to
managing resources and project output;
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» Experience in public transit, performance auditing, and the issues and functional area(s) to
be analyzed; and

» Education and specific experience of the project team to be assigned.

In addition to the above criteria, th@nsultant'sability to meet theRTPE's goal for
DBE/MBE participation in thevork, or todemonstratgyood faith eforts towardmeeting
such goals must be demonstrated.

PROPOSAL CONTENT AND ORGANIZATION

Proposals should blamited to specificdiscussions othe elements outlined ithis RFP. The
intent of this RFP is toencourageresponses whichmeet thestated requirements, and which
propose the best methods to accomplish the work within the stated budget.

The organization oproposals should followhe general outlindelow. EachProposal should
consist of a Technical Proposal (items 1 - 7 below), and a Cost Proposal (item 8 below).
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An RTPE may choose to set page limits on responses in ordekiproposalevaluation
manageable. However, it is possibleghat by doing so the RTPE may not receive
comprehensive information in theroposals whichcould be valuable in selecting
consultant to conduct the performaraedit. Nopage limits are presentéare,but some
RTPEs have chosen to limit proposals to a set number of pages (i.e., within each segtion of
the proposal and/or overall number of pages).

L)

1. Transmittal Letter
The transmittal letter should include the name, t#tijressand phoneaumber,and original
signature of an individual with authority to negotiate on behalf of and to contractually bind the
proposer,andwho may be contacteduring the period ofproposal evaluation.Only one
transmittal letter need bprepared to accompangll copies of theTechnical and Cost
Proposal.

2. Table of Contents

Alisting of the major sections in the proposal and the associated page numbers.

3. Introduction
In this sectionthe Proposer shouldemonstrate an adequatederstanding othe roles and
relationships of the RTPE, the operator(s), and local conditions within the _ area.

4. Audit Plan and Technical Approach
The audit plan should include:

a. A description of the overall augitogam beingsubmitted, including amxplanation of
the basic purpose and general focus of this audit.

b. An explanation of theonsultant'antended role asuditor, asrelated to the role of the
RTPE and the operator(s), including the division of work between the RTPE staff and the
consultant.

c. Athorough explanation of the consultant's proposed course of action. Refalendds
be made to RFP requirements and the consultant's planse&tingthose requirements.
If the consultanproposesmajor changes in theFP approach, thosshanges should be
specified clearly. The consultanshould specify, techniquesspecially data elements to
be sampled, staff to be interviewed, documents to be reviewed, etc.

d. An itemizeddescription of thgroposedproject schedule, andhe endproducts to be
produced.

5. Project Management
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The Proposer must prepare an explanation of the progeagemensystem and practices to
be used to assutbat the project is completedthin the scheduletime frame andthat the
quality of the required products will meet the RTPE's requirements.

6. Consultant and Subcontractor Staff

The proposal must descrilibe qualifications and experience edchprofessional whawill
participate in the project, including a resufoe each member of the projegtam. A Project
Manger must be designated, and an organizational shewtingthe manager andll project
staff must be included. #atrix must be presented indicatitige efort, either in percentage
of the total project or iman-hours, whiclwill be contributed by eacprofessional, during
each phase or task making up the project. If a subcontractor widakthe proposer must
include a lettefrom the subcontractocommitting toperform at least thevork shown for
subcontractor professionals in the above-described matrix.

7. Consultant Qualifications and Refeences

The proposal must descrilitbe nature and outcome of projepteviously conducted by the
consultant whichare related to thevork described within thilRFP. Descriptionsshould
include a client contaatame, address, phone numbeidescription of the type o#vork
performed, approximateate onwhich the work was completedand professional staff who
performed. If a subcontractor is proposed, twthtee similar qualifications and references
should be provided fahe subcontractor. Up to two samplestbé consultant's reports on
closely related projects should also be included, if available.
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8. Cost Proposal

In addition to a technicgbroposal,the prospective contractor shall prepardetailedcost
proposal for the work to be performedhe cost proposal shailemize allitems that will be
charged to including travel chargethat will be involved in the project and
included in the bidamount. Costshall be segregated thow staff hours, rates, and
classifications, and administrative overhead. Cost propskalsbe submitted in a separate
sealed envelope.

If subcontractors are to be used, the prospective contractoiindigsteany markupthat the
prospective contractor plans ke onsubcontracts. The samebreakdown of subcontract
costs shall be provided as is required for contractor costs above.

Failure to provide detailed cost breakdowns will be cause for rejection of the proposal.

DESCRIPTION OF PERFORMANCE AUDIT PROJECT REQUIREMENTS

Performance Audits of (Operator)

The consultant will be required to perform tfalowing tasks aspart of the operator's
performance audit:

Detemine Compliance with Statutory and Regulatory Requirements

The consultant will be required to review and determine djperator'scompliancewith the
Transportation Development Act and relasedtions ofthe CaliforniaCode of Regulations. At a
minimum, the Code Sections for whicbmpliance is to be verified atkeose specified within the
"PerformanceAudit Guidebook for Transit Operators and Regional Transportation Planning
Entities,” published by the California Department of Transportation. Should the consultant identify
instances of non-compliance, a finding regardimg non-compliancehould bemade in the audit
report.

Follow-Up on Prior Performance Audit Recommendations

The consultant will review the most recent prior performance audit fapbeator, andssess the
operator's implementation of auditrecommendations. The auditor will need tomake
determinations as to whether recommendations which have not been implemented are (a) no longer
applicable, (b) infeasible, or (c) should still be implemented. If a pridit recommendation has

not beenimplementedbut still has merit, the consultantshould include the prior audit
recommendation in the current audiport. The consultant will evaluate recommendatiarsch

have been implemented or are being implementédr these recommendationthie consultant

should assess the benefits provided (or likely to be providethebyecommendation. Significant
accomplishments in implementing prior recommendations should be recognized.

Verify Performance Indicators

As part of the performance audit, Section 99246 of the Public Utilities Code requires verification of
five performance indicators: operating cost passengerpperating cost perehicle servicénour,
passengers per vehicle service hour, passengers per vehicle service mhicladservicehours

per employee. The consultant will review andalidate theoperator'scollection of basicdata
needed to calculathese indicator$or each fiscal year in thigiennium. The consultant will be
expected to analyze performance indicaterth the intent of identifying potentialssues or
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concerns that may need further examination during the functional review.
As part of the functional review described below, the consultant will be expected to select, calculate
and analyze additional performance indicatehéch are appropriate tadentify, quantify,and/or
resolve performance problems and potential areas for improvement.

Review Operator Functions
The consultant will revieweach operatofunction, consistent witithe "PerformanceAudit
Guidebook for Transit Operators aRegional Transportation Planning EntitiesSThe functional
review is expected to include interviews witie operator'smanagement, staff, and governing
board, aswell as with selected RTPE staffConcerns oveinefficient or ineffective operator
performance may be raised by:

» Operator and RTPE interviews concerning operator functions;

» Documents, such gwoductivity committeereports, user surveys, or shoaihge transit
plans;

* Review and analysis of TDA-equired performance indicators;

» Follow up of prior performance audits; and

* Review of operator compliance with statutory and regulatory requirements.
Such concerns of inefficient ameffective performancehouldlead tofurther investigation, which
may include the verification anchalculation of additional performandedicators. The detailed

investigation of functionatoncerns, problemsnd potential improvementhould make up the
basis of most findings in the audit report.

Performance Audit of (RTPE)

Detemine Compliance with Legal and Regulatory Requirements

The consultant will be required to review and determine RAE's compliancewith the
Transportation Developme#ict and relatedsections otthe California AdministrativeCode. The
specific Code Sectionfor which compliance is to be verified athose specified within the
"PerformanceAudit Guidebook for Transit Operators and Regional Transportation Planning
Entities.” Should the consultant identify instances of non-compliance, a finding regarding the non-
compliance should be made in the audit report.

Follow-Up on Prior Performance Audit Recommendations

The consultant will review thenostrecentprior performanceaudit for the RTPE, andassess the
RTPE's implementation of audit recommendatiofie auditor will need to make determinations

as to whether recommendations which have not been implemented are (a) no longer applicable, (b)
infeasible, or (c) shouldtill be implemented. If grior audit recommendatioas notbeen
implemented but still has merit, the consultant should include the prior audit recommendation in the
current audit report. The consultant vallaluate recommendatiomgich have beeimplemented

or are being implemented-or these recommendatiorthe consultanshould assesthe benefits
provided (orlikely to be provided) bythe recommendation. Significant accomplishments in
implementing prior recommendations should be recognized.
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California Department of Transportation
SAMPLE REQUEST FOR PROPOSALS FOR PERFORMANCE AUDIT SERVICES

Review RTPE Functions

The consultant will revieweachRTPE TDA-relatedfunction, consistent withthe "Performance

Audit Guidebook forTransit Operators and Regional Transportation Planning Entities." The
functional review is expected to include interviews witle RTPE's management, staff, and
governing board, asvell as with operators undehe RTPE's jurisdiction. Supplemental
interviews with other regional agencies, and State or federal agencies may be appropriate to gather
more detailed information about areascohcern. Concerns overefficient or ineffectiveRTPE
performance may be raised by:

* RTPE and operator interviews concerning RTPE functions;

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

» Follow up of prior performance audits; and
* Review of RTPE compliance with statutory and regulatory requirements.

Such concerns ahefficient or ineffective performancghouldlead tofurther investigation. The
detailed investigation of functionabncerns, problemsnd potential improvemenghouldmake
up the basis of most findings in the audit report.

REQUIRED DELIVERABLES

The consultant must provide copies of a draft report to tf&TPE executive officer for
review andcommentprior to finalization. After the RTPE andthe operator review antcbmment
upon the draft, the consultant must deliver copies of a final written report to the

's (RTPE's) executive officerThe reportimust addressach of the performance audit
project requirements outlined above, and must be delivered no later than . As
well, the consultant should be prepared to make an oral presentation of the report tonagjtingg
of the operator's and the RTPE's governing boards.

PAYMENT SCHEDULE

The consultant will be paibdased on worlactually performed duringhe precedingnonth. The
consultant should forward a copy af invoices forpaymentfor work performed and associated
expenses by the 10th day of the following moniihe RTPE will withholdten percen{10%) of
the payments due until the successful completion of the project and the delivergcaptince of
all final products.

WOMAN-OWNED, MINORITY-OWNED AND DISADVANT AGED
BUSINESS ENTERPRISES (W/M/DBE)

An RTPE may choose to inserMBE/DBE/WBE terms here, or those othe RTPE's
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-Owned Business Enterprise
DOT Department of Transportation

FTA Federal Transit Administration (replaces UMTA)
FTIP Federal Transportation Improvement Progam
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 Proposals

RTP Regional Transportation Plan

RTPA Regional Transportation Planning Agency
RTPE Regional Transportation Planning Entity

SCO State Controller's @Gte

SRTP Short Range Transit Plan

SSTAC 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 Transportatioddministration (a component 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 personal injury and/or property damage.

Claimant. "Claimant" or any derivativéerm, such as "applicantfheans arnoperator, city,
county, or consolidated transportation service agency.

Complaints. Includes complaints regarding trip reliability/dependability, dro@urtesy, pass-
ups, vehicle condition/cleanliness, safety and driving problems, etc.

"Deadhead" Travel Time and Mileage. Travel timeand mileagebefore thefirst passenger
pickup and after the last passenger drop-off.

Employee Hours/Full-Time-Equivalency (For calculating vehicle servicehours per
employee). Transportation system-related hours worked by pesgieyed in connection with
the public transportatiosystem (whether or ndhe person isemployed by theoperator, for
example, a city accounts payable person whose time is partly charged toofrarsitons). Such
personsinclude contractor staff. A Fullime Equivalent employee count can belculated by
dividing the number of person-hours worked by 2,000.

Employee PayHours. The totalnumber ofhours(regular or overtime) whichll employees
have worked and for which they have been paid a wage or salary.

Fare Revenue. Revenue collecteftom the fareboxplus ticket/pass sales (see California Code
of Regulations Section 66)

Fiscal Year. The year commencing July 1 and ending June 30 of the following calendar year.

Functional Area. A group of related activities performed by an operator or an RTPE during the
course of its normalvork. Examples of functional areas include maintenance, marketing and
public information, and grant application and management.

Independent Auditor. An entity other than th&TPA, county transportation commission, a
transit development board or an Operatofrhe entity does nothave to be a certified public
accountant. The county auditor is not an independent auditor with reference to the county or to an
operator for which the county auditor serves as a financial officer.

Insurance Expense. Annual premiumdor personalliability and propertydamage insurance
coverage.

Local Funds. Revenue derived from taxes imposedthg operator or county transportation
commissioncreatedpursuant toDivision 12 (commencing with Sectiot30000) ofthe Public
Utilities Code.

Local Transportation Fund. Thetrust fund established by a county un8ection29530 of
the Government Code.

Maintenance Cost. Expense associated witmaintaining revenue and servioeshicles,
buildings, groundsand equipment, includingnaintenance laboexpense, part@and supplies
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expense, and overhead.

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

Municipal Operator. A city or county, including any nonprofit corporation or otlegial entity
wholly owned or controlled byhe city orcounty, whichoperates a public transportatiepstem,
or which on July 11972, financially supported, in whole or in part, @ivately owned public

transportatiorsystem,and which is not included, in whole or part, within an existing transit
district. Municipal operator also means any county whidbdated in partvithin a transit district
and which operates a public transportation systertm@nunincorporated area of tleeunty not
within the area of the district.

Off-peak Vehicles. Total revenue vehicles required to maeh-peak period service needs per
weekday.

Operates. "Operates'for purposes ofublic Utilities Code Section89209 and99215, and
"operation” for purposes gfaragraph(l) of subdivision (b) ofSection99289, mean that the
operatorowns orleases thequipment, establishes route and frequencseo¥ice,regulates and
collects fares, and otherwise controls the efficiency and qualityeobperation of theystem, but
does not require that operators of rolling stock be employees of a public agency.

Operations. The part of the transiystemthat producesthe transportationg.g., activities
involving vehicle operators and vehicle scheduling.

Operator. Any transitdistrict, included transitdistrict, municipal operator,included municipal
operator, or transit development board.

Passengers.Total number of unlinked trips; all boardings, whether revenue producing or not.
Peak Vehicles. Total vehicles needed to meet peak period service requirements per weekday.

Personal Liability and Propety Damage Claims. Total number of claims filed for
personal liability and property damage losses during the year.

Property. An agency or organization providing transit services; sometsylesnymous with
operation, operator andystem, however, #ransit claimant mayalso be referred to as a
"property."”

Public Transpartation System. Any system of an operator which provides transportation
services tathe general public by anyehicle which operates on land awater, regardless of
whether operated separated from or in conjunction with other vehicles.

Revenue Vehicle. A vehicle, including, but nolimited to, one operated on rails dracks,
which is used for public transportation services funded under the TDA.

Revenue Vehicle Miles. Total number of miles traveled by \z&hicle operated on rails or
tracks, a busyan trolley, ferrycablecar, or other vehicles which isised to providepublic
transportation for which a fare is collected. "Revenue Vehicle Miles" exclude "deadhead miles."

Road Calls. Vehicle mechanicgtroblems arising during a trip and resultingthee inability to
complete the trip as scheduled.



Transit District. A public district organized pursuant to State law and designated in the enabling
legislation as a transit district or a rapid transit district.

Type (of Transpatation). The method by which a transit vehicle provides service, #xgd
route or demantcesponsive.

Unlinked Trips. Those trips that are made by a passengeuublic transportatiorthat involve
a single boarding and debarkment.

Urbanized Single Area. An area as defined by Secti@f1 of Title 23 of theUnited States
Code (an area with00,000 omore in population as determined in a federal decenaiaus or
special census).

Vehicle ServiceHour. That timeduring which a revenugehicle is available to carry fare-
paying passengers, and which includes only those times between the time or sdimedwéde
first passenger pickup and the time or scheduled time of the last passenger drop-off during a period
of the vehicle's continuous availability. ¢&hicle is in revenue service despitea@show orate
cancellation, if the vehicle remains available for passenger &se. pxampledemandresponsive
service hoursncludethose hours when&hiclehas dropped off a passenger anttaseling to
pick up another passenger, but not those hours when the vehicle is unavailableiter due to a
lunchbreak. For botldemandesponsive and fixeaute, servicehourswill exclude hours of
"deadhead" travel to the first schedufgdk-up, and will also excludéours of'deadheadtravel
from the last scheduled drop-off back to the termirfadr fixed+route, avehicle is in servicérom
first scheduled stop to last scheduled stop, whether or not passengers lodirétdinose points
(deleting lunch and breaks but including scheduled layovers).

Vehicle Service Mile. Thosemiles traveled by revenue vehiclésring their Vehicle Service
Hours.
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MEMBERS OF THE PROJECT ADVISORY COMMITTEE

The members of the Projeatvisory Committeewho providedadvice and directiomluring the
development of this Guidebook are:

Ms Anne Adelman, Los Angeles County Transportation Commission.
Mr Jim Andrew, Los Angeles County Transportation Commission.
Mr. Vincent Angelino, Stanislaus Area Association of Governments.
Ms. Julie Austin, Los Angeles County Transportation Commission.
Mr. Paul Blackwelder, Riverside County Transportation Commission.
Mr. James E. Brown, Interested Member of the Community.

Mr. Ron DeCarli, San Luis Obispo Area Coordinating Council.

Ms. Barbara Goodwin, Council of Fresno County Governments.

Mr. Noriaki Hirasuma, Alameda/Contra Costa Transit.

Mr. Ron Holte, California Department of Transportation, Division of Audits.
Ms. Joane Koegel, Sacramento Area Council of Governments.

Mr. Joel Markowitz, Metropolitan Transportation Commission.

Ms. Ellen Moy, Fresno Area Express.

Ms. Helen Mullally, Southern California Association of Governments.
Ms. Pat Piras, Interested Member of the Community.

Mr. Michael Rattigan, California Transit Association.

Mr. John Sindzinski, Contra Costa County Transit Authority.

Mr. Bob Stonehouse, State Controllers Office.

Mr. John Storm, Nevada County Transportation Commission.

Mr. Larry Torres, Montebello Municipal Bus Lines.

Mr. Steve Zwiebach, Southern California Association of Governments.
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Appendix D
CALIFORNIA DEPARTMENT OF TRANSPORTATION

STAFF ASSISTING ON THE PROJECT
Mr. K.J.J. Riley, Sr., Proagm Manager.
Mr. Harrison Holton, Transportation Planner.
Ms. Eileen McCown, Transportation Planner.

Mr. Jess Moreno, Associate Transportation Planner.
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Appendix E
TRANSIT OPERATORS AND RTPEs RESPONDING TO THE SURVEY

TransitOperator®Respondindo the Survey

Alameda/Contra Costa Transit District.
Arcata Mad River Transit System.
Arvin Transit Center.

City of Barstow.

City of Beaumont.

City of California City.

City of Cloverdale.

City of Commerce.

City of Corona.

City of Delano Dial-a-Ride.

City of Eureka Transit Service.

City of Folsom.

City of Fortuna.

City of King.

City of Laguna Beach.

City of La Mesa Dial-a-Ride.

City of La Mirada.

City of Lincoln.

City of Lodi.

City of Porterville.

City of Riverside Special Transit.

City of San Luis Obispo.

Eastern Contra Costa Transit.

Fresno Area Express.

Golden Empire Transit District.
Healdsburg Municipal Transit.

Hub Area Transit Authority.

Kern County Transit.

Livermore Amador Valley Transit Authority.
Merced County.

Monterey-Salinas Transit.

Norwalk Transit.

Omnitrans.

Orange County Transit.

Palo Verde Valley Transit.

San Diego Trolley, Inc..

San Francisco Bay Area Rapid Transit.
San Luis Obispo Regional Transit Authority.
Santa Barbara Metropolitan Transit Authority.
Santa Clara County Transit.

Santa Monica Municipal Bus Lines.
Simi Valley Transit.

South Coast Area Transit.

South Coast Organization Operating Transit.
SunLine Transit Agency.

Yolo County Transit Authority.



RegionalTransportatioPlanningEntitiesRespondindo the Survey.

Alpine County Local Transportation Commission.
Colusa County Transit Agency.

Del Norte County Local Transportation Commission.
Fresno County Council of Governments.

Glenn County Transportation Commission.
Humboldt County Association of Governments.
King County Regional Planning Commission.
Lassen County Transportation Commission.

Los Angeles County Transportation Commission.
Madera County Transportation Commission.
Mariposa County Transportation Commission.
Mendocino Council of Governments.

Metropolitan Transportation Commission.

Modoc County Transportation Commission.
Nevada County Transportation Commission.
Orange County Transportation Commission.
Plumas County Transportation Commission.
Sacramento Area Council of Governments.

San Benito County Council of Governments.

San Diego Association of Governments.

San Joaquin County Council of Governments.

San Luis Obispo Area Coordinating Council.

Santa Cruz County Transportation Commission.
Shasta County Regional Transportation Planning Agency.
Tehama County Transportation Commission.
Tulare County Association of Governments.
Tuolumne County and Cities Area Planning Council.
Ventura County Transportation Commission.
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Appendix F
FOLLOW UP INTERVIEWS REGARDING THE SURVEY

TransitOperatorandRTPEsthatReceivedetailedFollow-up Interviews

City of Corona.

City of Folsom.

City of Montebello.

City of Santa Monica.

City of San Luis Obispo.

City of Tatft.

Golden Empire Transit District.

Hub Area Transit Authority.

Kern Council of Governments.

Los Angeles County Transportation Commission.
Mendocino Council of Governments.
Mendocino Transit Authority.

Metropolitan Transportation Commission.
Riverside County Transportation Commission.
Sacramento Area Council of Governments.
Sacramento Regional Transit District.

San Francisco Municipal Railway.

San Luis Obispo Area Coordinating Council.
San Mateo County Transit.

Sonoma County Transit.

Sunline Transit Agency.
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INDEX OF KEY TERMS

Term Page
Article 4 of TDA 3,6
Article 4.5 of TDA 3,6
Article 8 of TDA 3,6
California Code of Regulations 7,9, 1, 39, 109, 115
California Department of Transportation 3,4,7,9,23, 39, 109, 115
Compliance Requirements 26, 28, 80, 84
Comptroller-General 3, 12, 16, 18, 20, 23, 26, 77, 106, 107
County Transportation Commission 3,6, 79
Detailed Review 16, 18, 26, 48, 87
Director of the California Department of Transportation 25,77, 79
Draft Report 18, 73, 75, 77, 103, 104, 118
Field Work Standards 20
Final Report 19, 73, 77, 103, 104
Financial Audits 14
Follow-up Review 19, 26, 30, 32, 85, 87
Functional Reviews 33, 34, 35, 42, 43, 47, 74, 80, 88, 99, 103, 116, 117
Initial / Preliminary Review 16, 18, 26, 33, 35, 77, 79, 80
Internal Controls 20, 25, 36, 38, 42
Level of Effort 20, 26, 75, 104
Metropolitan Transportation Development Board 79, 80
Modes of Service 33
Performance Audits 13
Performance Indicators 4, 88, 26, 33, 34, 36, 38, 39, 43, 44, 46, 47, 116
Preliminary / Initial Review 16, 18, 26, 33, 35, 77, 79, 80



Public Utilities Code 2,3,4,5, 7,112, 19, 26, 30, 42, 43, 46,
77, 80, 106, 109, 116

Regional Transportation Planning Entities (RTPES) 77
Report Preparation 18
Reporting Standards 16, 18, 23
Request for Proposals 3, 8, 106, 107, 108, 109
Size of Operator 34
State Controller 4, 39
Transit Operators 2, 3,4, 6, 8,1, 13, 26, 34, 48, 75, 86, 109
Transportation Development Act 3,4, 6,718, 19, 26, 34, 38, 41, 43, 44, 46, 47, 79,
80, 96, 101, 107, 109, 115, 116, 117
Transportation Planning Agency 3,44, 79
Transit Development Board 3,6
Type of Service 33, 34, 36
Unmet Transit Needs 107
Urban Mass Transportation Administration 9,41



