Outstanding Audit Recommendations
Audit Reports Issued Through June 30, 2019

Audit Issue| Report Division/ . . Initiate .
Department/ Audit Name Recommendation Next Management Response and Status Internal Audit Status
Date Number
Agency Update
7112/18 18-505 Capital Interstate-405 (I- |The Internal Audit Department (Internal Jul-19 [Management agrees with the recommendation to Update April 2019: Management
Programs |405) Improvement|Audit) recommends that management develop and implement controls regarding the use of  |has not implemented sufficient
Project: Project  |develop and implement appropriate labor classifications. Staff that works, or is proposed to |controls. While language on labor
Management controls to ensure labor classifications are work, on a continuous basis for a period of six months |classifications has been added to
Contracts only used as intended and all labor rates or more will be added as named personnel to the the standard agreement templates,
are held to contract escalation limits. contract. Labor classifications will continue to be the existing contracts have not been
Invoices should be monitored to ensure utilized for staff working temporarily on the project. amended to incorporate the new
staff working steadily on the project are Additionally, management will require that consultants [requirements. Internal Audit
added to the contract in a timely manner. receive approval from the Orange County identified multiple staff that have
Transportation Authority's (OCTA) project manager in  [been billed for over six continuous
writing prior to adjusting the salary of individuals within |months on the two program
labor classifications at a rate greater than the management contracts but have not
contractually allowable escalation rate for named been added as named staff. Also,
personnel. Update July 2019: Following Internal while one contractor has begun
Audit's April update, management implemented confirming in its invoices that there
monitoring controls, processed amendments to are no rate increases greater than
consultant agreements to add applicable staff, and is  |the contract escalation rate, OCTA
requiring both consultants to confirm on invoices that  |staff is not monitoring compliance by
there have been no rate increases greater than the the consultants.
contract escalation rate, based on their own internal
monitoring.
10/10/18 18-514 Operations [ACCESS Service |Internal Audit recommends that Oct-19 [Management agrees to enhance procedures for Update June 2019: Management
Division management enhance procedures for monitoring of ACCESS fare revenue and coupons will begin enforcing a 1 percent
(Operations) monitoring of ACCESS fare revenue. collected by both MV and Yellow Cab. In addition, threshold for fare revenue variances
and Finance Procedures should include monitoring of management will continue to reconcile count sheets to |on July 1, 2019, when the contract
and coupons collected by both MV the farebox reconciliation report and will establish a amendment is effective.
Administration Transportation, Inc. (MV) and Yellow Cab, threshold for researching variances. Management has not implemented
(F&A) reconciliation of MV’s daily coupon count a procedure to monitor coupons
sheets to the farebox reconciliation collected by Yellow Cab.
document, and investigation of variances
exceeding a stated threshold.
11/29/18 18-512 F&A Interstate 5 (I-5) |Internal Audit recommends management | May-19 [Management agrees to enforce the current policy In Process

High Occupancy
Vehicle (HOV)
Improvement
Project: Pacific
Coast Highway
(PCH) to San
Juan Creek Road

enforce procurement policy or update the
policy to include parameters for back-
dating of formal amendments.
Management should also remind staff that
amendments should be requested in a
timely fashion to ensure processing before
contracts expire

regarding processing of formal amendments.
Management will conduct training for Contracts
Administration and Materials Management (CAMM)
staff and review the requirements for processing formal
amendments. Staff is also working with the general
counsel’s office to address the changes in contract
templates to eliminate any conflicts related to the
interpretation of the “effective dates”. CAMM also plans
to conduct training for OCTA staff on the amendment
process in 2019 through the Procurement 101 training
series.
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11/29/18 18-512 F&A I-5 HOV Internal Audit recommends that changes to| May-19 |Management agrees with the recommendation to In Process
Improvement firm fixed pricing of individual tasks, as request amendments for changes to firm fixed pricing
Project: PCHto |established in contracts, be made through of individual tasks, as established in contracts which
San Juan Creek |the amendment process. Management were procured with price as a factor. Management will
Road should ensure amendments needed for reinforce with staff the need to request and process
additional services are requested and amendments for additional services in a timely manner.
processed in a timely manner.
11/29/18 18-512 F&A I-5 HOV Management should either update its May-19 |Management agrees with the recommendation and will [In Process
Improvement Program Management Procedures to review the relevant procedures from the Program
Project: PCHto |reflect state and federal requirements or Management Procedures Manual with staff to ensure
San Juan Creek |enhance controls to ensure that projects that projects are in compliance. Project managers will
Road comply with all procedures identified in the ensure that project management plans are prepared for
manual. each project.
3/12/19 N/A Planning Measure M (M2) |M2 Local Progams staff should review Sep-19 |Staff will review observations and make Not yet due.
Division City Audits: Local |observations with legal counsel and recommendations for the Boards' action. Staff will
(Planning) and| Fair Share and |develop recommendations for the Board of follow-up with the cities to verify implementation of
F&A Senior Mobility |Directors' (Board) consideration. In corrective actions.
Program addition, Planning and F&A staff should
monitor implementation of corrective action
by cities.
4/5/19 19-504 F&A Mobile Ticketing |Controls should be implemented to ensure | Oct-19 [Information Systems management agrees to put Not yet due.
Operations timely removal of system access upon procedures in place to ensure timely removal of system
employee termination. access upon employee termination or reassignment.
4/5/19 19-504 F&A Mobile Ticketing [Written policies and procedures should be | Oct-19 [Management agrees with the recommendation and will [Not yet due.
Operations developed for mobile ticketing operations develop policies and procedures to ensure proper
and activities. identification and assignment of responsibilities, and
continuity of operations in the absence of key staff.
4/9/19 19-503 Human Recruitment and |Internal Audit recommended management | Oct-19 |Management is in the process of revamping its Not yet due.
Resources Employment |develop and implement detailed procedures to address all recruitment steps, including
and procedures that address all recruitment procedures specific to coach operator and

Organizational
Development
(HROD)

steps and reconsider whether to hire
applicants with pending license
suspensions or implement monitoring
controls.

maintenance employee recruitments. Procedures will
be developed to address the screening, hiring, and
monitoring of applicants with pending license
suspensions, pending criminal cases, and unfavorable
or missing references, consistent with California law.
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4/9/19 19-503 HROD Recruitment and |Internal Audit recommended management | Oct-19 [A Reimbursement of Relocation Expenses Procedure |Not yet due.
Employment [enhance procedures to ensure offers of has been provided to staff. In addition, template
relocation are properly approved and language has been developed to insert into any
adequately documented. Management candidate offer letter that includes relocation expenses.
should also implement monitoring controls The offer letter requires the candidate’s signature and
to enhance compliance with recruitment acknowledges receipt of, and agreement with, the
policies and procedures. Relocation Expenses Policy, which includes a payback
provision. Management will determine the best means
to implement controls to ensure compliance with policy.
4/9/19 19-503 HROD Recruitment and |Since service workers are required to Oct-19 [Management will update the Commercial Driver Not yet due.
Employment |operate buses, even on a limited basis, License (CDL) and Renewal Policy, to address the
Internal Audit recommends that licensing of all Maintenance employees including what
management reconsider the removal of the is required for each position. For positions that do not
commercial driver license requirement. require a CDL, the policy will state those individuals
Alternatively, management should issue a shall not operate a vehicle outside of the base
formal directive to base management that property. The policy changes will be tailgated, and
service workers should never be asked or Maintenance employees will sign an acknowledgement
allowed to drive buses outside base receipt of the policy. In addition, the policy will be
property. included in new Maintenance employee orientation.
Policy update, tailgating, and distribution will be
completed within 30 days.
4/30/19 19-507 F&A Investments:  |Internal Audit recommends that additional | Oct-19 [Management agrees with the recommendation. In the |Not yet due.
Compliance, [training be provided on the preparation of future, if Clearwater book values are used for reporting,
Controls and  [investment worksheets and reports. Also, then staff will reconcile any differences between
Reporting Internal Audit recommends that Treasury Clearwater book values and custodial statement book
July 1, 2018 - |use custodial statements as the basis for values. In addition, staff has already provided
December 31, [preparing the reports or, if Clearwater book additional training and modified the review process in
2018 values are used for reporting, that order to improve the reporting process going forward.
reconciliations be performed and
documented.
4/30/19 19-507 F&A Investments:  |Internal Audit recommends Treasury Oct-19 [Staff has worked with Clearwater and is already using a|Not yet due.
Compliance, |implement controls to monitor the ten report which segregates mortgage and asset-backed
Controls and  [percent threshold for asset-backed securities so that the ten percent threshold on asset-
Reporting securities and ensure secondary review of backed securities can be monitored. In addition, staff
July 1, 2018 -  [daily holding reports is performed as has reviewed balances for asset-backed securities for
December 31, (required. all investment managers during the period and all
2018 investment managers were in compliance. In addition,

a process has been put in place to ensure secondary
review of the daily holdings reports is performed.
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4/1/19 N/A Operations, | Fiscal Year (FY) |Kimley Horn provided seven Oct-19 [Management agreed to continue existing efforts and Not yet due.
Planning, and 2016-18 recommendations for consideration. The consider recommendations for enhancements.
F&A Transportation |recommendations focused primarily on
Development Act |continuing existing efforts to enhance
(TDA) reporting processes, increase ridership,
Performance [maximize revenues, improve
Audit OCTA  |documentation of the farebox recovery
ratio, and planning for impacts of longer
bus lives and clean fleet requirements.
Kimley Horn also offered
recommendations to improve paratransit
services by performing recurring route
efficiency reviews and considering
alternative contracting models for the
service.
4/1/19 N/A F&A FY 2016-18 TDA |Direct staff to monitor implementation of Oct-19 [Staff will monitor implementation of recommendations |Not yet due.
Performance [recommendations included in the FY 2016- by LBMTL.
Audit Laguna |18 Triennial Performance Audit of LBMTL.
Beach Municipal
Transit Lines
(LBMTL)
6/17/19 19-506 HROD Construction  |Internal Audit recommends that Dec-19 [Management concurs with the recommendation and Not yet due.
Safety Progam |management further develop policies, will further evaluate the safety specifications levels and
procedures, and guidelines to provide a make appropriate revisions to streamline the
comprehensive, risk-based framework for requirements of submittal deliverables for lower risk
monitoring contractor compliance with contracts. Management will also implement procedures
construction safety regulations. to ensure safety-related training for project managers
and safety reporting by applicable contractors.
6/17/19 19-506 HROD Construction  |Internal Audit recommends that Dec-19 [Management concurs with the recommendation and Not yet due.

Safety Progam

management develop procedures for
documenting and tracking safety activities.
Documented activities, and follow-up of
safety issues observed, should be retained
and used to complete monthly activity
reports.

will develop a tracking tool to document applicable
construction safety activities and observations.
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