
Agenda - Final

Capital Metropolitan 
Transportation Authority

Finance, Audit and Administration 
Committee

2910 East 5th Street
Austin, TX 78702

Rosa Parks Boardroom10:00 AMWednesday, February 12, 2025

This meeting will be livestreamed at capmetrotx.legistar.com

I. Call to Order

II. Public Comment

III. Action Items

1. Approval of minutes from the January 15, 2025 Finance, Audit and Administration 
Committee meeting.

2. Approval of a resolution approving changes to the Internal Audit Charter.

IV. Presentations

1. Audit Report - CLS System for Right-of-Way, Permits and License Revenues

2. Quadrennial Performance Audit Tracker and Status - February 2025

3. FY2025 Internal Audit Plan Status - February 2025

4. Executive Finance and Administration Monthly Update - February 2025
Update on recent activities, including an update on the annual budget process and fare 
system change.

V. Items for Future Discussion

VI. Adjournment

ADA Compliance
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Finance, Audit and 
Administration Committee

Agenda - Final February 12, 2025

Reasonable modifications and equal access to communications are provided upon request. Please call 
(512) 369-6040 or email ed.easton@capmetro.org if you need more information.

Committee Members: Matt Harriss, Chair; Leslie Pool, Becki Ross and Dianne Bangle.

The Board of Directors may go into closed session under the Texas Open Meetings Act. In accordance 
with Texas Government Code, Section 551.071, consultation with attorney for any legal issues, under 
Section 551.072 for real property issues; under Section 551.074 for personnel matters, or under Section 
551.076, for deliberation regarding the deployment or implementation of security personnel or devices; 
arising regarding any item listed on this agenda.
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Capital Metropolitan Transportation
Authority

2910 East 5th Street
Austin, TX 78702

Finance, Audit and Administration Committee Item #: AI-2025-1387
Agenda Date: 2/12/2025

Approval of minutes from the January 15, 2025 Finance, Audit and Administration Committee meeting.

Capital Metropolitan Transportation Authority Printed on 2/5/2025Page 1 of 1

powered by Legistar™ 3

http://www.legistar.com/


2910 East 5th Street
Austin, TX 78702

Minutes

Capital Metropolitan 
Transportation Authority

Finance, Audit and Administration 
Committee

10:00 AM Rosa Parks BoardroomWednesday, January 15, 2025

I. Call to Order

10:08 a.m. Meeting Called to Order by Vice Chair Bangle.

Becki Ross, Dianne Bangle, and Matt HarrissPresent

II. Public Comment

There was no public comment this month.

III. Action Items

1. Approval of minutes from the December 9, 2024 Finance, Audit and Administration 
Committee meeting.

A motion was made by Ross, seconded by Harriss, that the Minutes be adopted. The 
motion carried by the following vote:

Ross, Bangle, and HarrissAye:

2. Approval of a resolution adopting amendments to CapMetro’s Fare Policy, and 
approving the Title VI Fare Equity Analysis related to proposed changes to CapMetro’s 
Fare Payment Systems.

A motion was made by Bangle, seconded by Ross, that this Resolution be advanced to 
the Board of Directors, due back on 1/27/2025. The motion carried by the following 
vote:

Ross, Bangle, and HarrissAye:

IV. Presentations

1. UT Intern Projects - Fall 2024 Semester - Non-Procured Purchases and Inventory 
Controls  

2. Internal Audit Report on McKalla Station Capital Project Controls

3. Internal Audit FY2025 Audit Plan Status - January 2025
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Finance, Audit and 
Administration Committee

Minutes January 15, 2025

4. Executive Finance and Administration Monthly Update - January 2025

Update on recent activities, procurement processes, statistical data, personnel changes, 

communications and public outreach

V. Items for Future Discussion

VI. Adjournment

10:53 a.m. Meeting Adjourned

ADA Compliance

Reasonable modifications and equal access to communications are provided upon request. Please call 
(512) 369-6040 or email ed.easton@capmetro.org if you need more information.

Committee Members: Matt Harriss, Chair; Leslie Pool, Becki Ross and Dianne Bangle.

The Board of Directors may go into closed session under the Texas Open Meetings Act. In accordance 
with Texas Government Code, Section 551.071, consultation with attorney for any legal issues, under 
Section 551.072 for real property issues; under Section 551.074 for personnel matters, or under Section 
551.076, for deliberation regarding the deployment or implementation of security personnel or devices; 
arising regarding any item listed on this agenda.
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Capital Metropolitan Transportation
Authority

2910 East 5th Street
Austin, TX 78702

Finance, Audit and Administration Committee Item #: AI-2024-1370
Agenda Date: 2/12/2025

SUBJECT:

Approval of a resolution approving changes to the Internal Audit Charter.

FISCAL IMPACT:

This action has no fiscal impact.

STRATEGIC PLAN:

Strategic Goal Alignment:

☒ 1.  Internal/External Customer Service Excellence ☐ 2. Stakeholder Engagement

☐ 3.  Financial and Environmental Sustainability ☐ 4. Staff Development ☐ 5.  Agency

Growth Management

Strategic Objectives:

☐ 1.1 Safety & Risk ☒1.2 Continuous improvement ☐ 1.3 Dynamic Change

☐1.4  Culture of Innovation ☐2.1 Be an Employer of Choice ☐2.2 Organization Development

☐2.3 Organization Culture ☐3.1 Resource optimization ☐3.2 Safety Culture

☐3.3 Environmental Leadership ☐4.1 Educate & Call to Action ☐4.2 Build Partnerships

☐4.3 Value of Transit ☐4.4 Project Connect

EXPLANATION OF STRATEGIC ALIGNMENT: The mission of the Internal Audit department is to enhance and

protect organizational value by providing risk-based and objective assurance, advice, and insight. The internal

audit activity helps CapMetro accomplish its objectives by bringing a systematic, disciplined approach to

evaluate and improve the effectiveness of governance, risk management, and control processes.

BUSINESS CASE: Does not apply.

COMMITTEE RECOMMENDATION: This item was presented and recommended for approval by the Finance,

Audit and Administration Committee on February 12, 2025.

EXECUTIVE SUMMARY: The Internal Audit Charter identifies the purpose, authority, and responsibility of the

CapMetro Internal Audit function, consistent with professional auditing standards, including those put forward
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Finance, Audit and Administration Committee Item #: AI-2024-1370
Agenda Date: 2/12/2025

by the Institute of Internal Auditors and the US Government Accountability Office through the Government

Audit Standards.

The CapMetro Board of Directors asked that the Charter be reviewed periodically and updated as necessary.

The last of these reviews was performed in November, 2023.

The most significant change proposed to the Charter is reflective of the Institute of Internal Auditors shift in

framework to the Global Internal Audit Standards. The new Global Internal Audit Standards set forth

principles, requirements, considerations, and examples for the professional practice of internal auditing

globally.

The 53 standards are organized into five domains as follows:

1. Purpose of Internal Auditing.

2. Ethics and Professionalism.

3. Governing the Internal Audit Function.

4. Managing the Internal Audit Function.

5. Performing Internal Audit Services.

The Internal Audit function performs two types of engagements - Assurance Services and Advisory Services.

One of IIA Standards Board’s goals for the update was to elevate the quality of internal auditing and enhance

the function’s role as an essential business partner to Boards and senior management.  Three key areas of

change are as follows:

· Governance Mandate: 1) Board, senior management and the CAE agreement on the IA mandate is

required; 2) On projects results, CAE must work with the board and senior management to educate on

essential conditions and their impact; 3) CAE must coordinate with the other internal and external

service providers and consider reliance on their work; 4) CAE must seek approval for the IA

Department budget to achieve the mandate from the board.

· Strategy & Performance Objectives Alignment: 1) CAE must implement an IA function strategy to

support the organization’s strategic objectives; 2) The strategy must include a vision, strategic

objectives, and supporting initiatives with an explicit focus on long-range (3-5 years) improvement; 3)

Must develop objectives to measure performance  and an evaluation methodology, incorporating input

from the board and senior management; 4) the CAE must regularly report to the board on

improvement actions in addition to any non-conformance areas.

· Audit Engagement Findings & Conclusions: 1) Prioritization and rating system for all findings required

for all  engagements based on CAE-developed methodology and criteria; 2) Engagement level

conclusion required for both assurance and advisory projects; 3) CAE must timely communicate

themes identified to board and senior management which should be inclusive of both internal and

external service providers.
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Finance, Audit and Administration Committee Item #: AI-2024-1370
Agenda Date: 2/12/2025

DBE/SBE PARTICIPATION: Does not apply.

PROCUREMENT: Does not apply.

RESPONSIBLE DEPARTMENT: Internal Audit
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Finance, Audit and Administration Committee Item #: AI-2024-1370
Agenda Date: 2/12/2025

RESOLUTION

OF THE

CAPITAL METROPOLITAN TRANSPORTATION AUTHORITY

BOARD OF DIRECTORS

STATE OF TEXAS

COUNTY OF TRAVIS

AI-2024-1370

WHEREAS, the Capital Metropolitan Transportation Authority Board of Directors has adopted an Internal Audit

Charter that identifies the purpose, authority, and responsibility of the CapMetro Internal Audit function,

consistent with professional auditing standards; and

WHEREAS, the Institute of Internal Auditors has moved from the 2017 IPPF Framework to the 2024 Global

Internal Audit Standards, making updates to the current charter necessary; and

WHEREAS, The U.S. Government Accountability Office (GAO) has issued the 2024 revision of Government

Auditing Standards; further necessitating additional language and updates.

NOW, THEREFORE, BE IT RESOLVED by the Capital Metropolitan Transportation Authority Board of Directors

that the updates to Internal Audit Charter attached hereto are approved.

____________________ Date: ____________________
Secretary of the Board
Becki Ross
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Internal Audit Charter 

Approved by FAA Committee: Last Approved: 11/20/2023 

CMTA Resolution #: 

AI-2023-1003 

  

INTERNAL AUDIT MISSION 

To enhance and protect organizational value by providing risk-based and objective assurance, advice and 

insight. 

ROLE 

Internal Audit assists the organization in accomplishing its objectives by bringing a systematic, disciplined 

approach to evaluate and improve the effectiveness of risk management, control and governance processes. 

Internal auditors have no direct responsibilities or any authority over any of the activities or operations they 

review.  They should not develop and install procedures, prepare records, or engage in activities which would 

normally be reviewed by internal auditors. This does not preclude internal auditors from serving in an 

advisory capacity in the implementation of improvements or the establishment or re-designing of activities, 

policies, procedures, or information systems.  Additionally, this restriction shall not prevent internal auditors 

from performing analysis and recommending alternative courses of action to management. 

INDEPENDENCE AND ORGANIZATIONAL REPORTING 

Internal Auditors should be free both in fact and appearance from personal, external, and organizational 

impairments to independence. 

In order to be free of all operational and management responsibilities that would impair the ability to review 

independently all aspects of the Authority’s operations, the Chief Audit Executive (CAE) shall report 

functionally to the Board of Directors (BOD) through the Finance, Audit and Administration (FAA) 

Committee. The CAE shall report to the FAA Committee as needed to discuss audit issues and results.  At 

least annually, the CAE will confirm to the FAA Committee, the organizational independence of the internal 

audit activity and, as necessary, revise the Internal Audit and/or the FAA Charters. 

PROFESSIONAL STANDARDS 

Internal Audit must follow Generally Accepted Government Auditing Standards (GAGAS), as issued by the 

U.S. General Accountability Office (GAO). Also, Internal Audit conforms to the International Professional 

Practices Framework (IPPF) consisting of the Core Principles for the Professional Practice of Internal 

Auditing, the Definition of Internal Auditing, the Code of Ethics, and the Standards as promulgated and 

periodically revised by the Institute of Internal Auditors. These core principles include: 
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1. Demonstrates integrity 

2. Demonstrates competence and due professional care 

3. Is objective and free from undue influence (independent) 

4. Aligns with the strategies, objectives, and risks of the organization 

5. Is appropriately positioned and adequately resourced 

6. Demonstrates quality and continuous improvement 

7. Communicates effectively 

8. Provides risk-based assurance 

9. Is insightful, proactive, and future-focused 

10. . Promotes organizational improvement 

ASSURANCE SERVICES 

Assurance services provide an objective evaluation of evidence for the purpose of providing an independent 

assessment on governance, risk management, and control processes for the organization. 

These activities may include: 

 Reviewing the reliability and integrity of financial and operating information and the means used to 

identify, measure, classify, and report such information. 

 Reviewing the systems established to ensure compliance with those policies, plans, procedures, laws, 

and regulations which could have a significant impact on operations and whether the Authority is in 

compliance. 

 Reviewing the means of safeguarding assets and, as appropriate, verifying the existence of assets. 

 Reviewing and appraising the efficiency with which resources are employed. 

 Reviewing operations or programs to ascertain whether results are consistent with established 

objectives and goals and whether the operations or programs are being carried out as planned. 

 Reviewing information systems throughout the system development lifecycle. 

 Assessing management's actions taken in response to reported audit findings. 

 Reviewing and evaluating the organization’s governance processes. 

 Reviewing and evaluating the organization’s risk management processes. 

 Receiving and investigating allegations of fraud, waste and abuse. 

 Reporting periodically on the Internal Audit activity’s purpose, authority, responsibility, and 

performance relative to its plan. 

NON-AUDIT SERVICES (ADVISORY & CONSULTING) 

Consulting services include advisory and related client service activities, the nature and scope of which are 

agreed with the client and are intended to add value and improve the Authority’s governance, risk 

management, and control processes. 

These services may range from formal engagements, defined by written agreements, to advisory activities, 

such as training, facilitation, and participating in standing or temporary management committees or project 

teams as an “ex-officio” member. 

Internal Audit may perform advisory services where the services do not create a personal impairment either in 

fact or appearance, detract from other obligations to the FAA Committee, or require the assumption of 

management responsibilities. 

Internal Audit does not perform remediation services. Remediation services are those in which the auditor 

assumes a direct role designed to prevent or remediate known or suspected problems on behalf of a client. 

Remediation services require making management decisions and, thus, are not appropriate according to 

GAGAS. 
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AUTHORITY 

Authorization is granted for full and free access to all records (either manual or electronic), physical 

properties, activities, and personnel relevant to a review. This includes full access to all systems that input, 

process, store, and report any and all information of the operations of the Authority which are not limited or 

otherwise restricted. Documents and information given to internal auditors will be handled in the same 

prudent manner as by those employees normally accountable for them. 

QUALITY ASSURANCE AND IMPROVEMENT PROGRAM 

Internal Audit maintains a Quality Assurance and Improvement Program (QAIP) to evaluate the operations 

of the internal auditing function.  The QAIP includes audit supervision / review to ensure conformance with 

internal auditing standards, policies, and audit programs. Internal assessments will be performed at least 

annually to assess conformance with the Internal Audit Charter, the Standards, Code of Ethics, GAGAS, and 

the efficiency and effectiveness of internal audit in meeting the needs of its various stakeholders.  In addition, 

an independent external quality assurance review will be performed at least once every three years. The 

results of the QAIP activities, including both internal and external assessments, will be provided to the FAA 

Committee. 

CONTINUING PROFESSIONAL DEVELOPMENT 

Each fiscal year, the Internal Audit Department will be allocated a budget for training and educational 

materials to comply with internal auditing professional standards and ensure current audit techniques, 

policies, and practices. 

INTERNAL AUDIT RESULTS 

Audit results are reported to the FAA Committee and President / CEO at the conclusion of each audit 

project and may include management’s responses and corrective action plans (CAPs).  The FAA Committee 

accepts audit reports/results and, when appropriate, authorizes their distribution. 

In certain instances, a report may be of limited interest or of a sensitive nature. In these circumstances, the 

results will be shared only with those persons designated by the FAA Committee.  No internal audit report 

shall directly reference or quote confidential information that is protected under the Texas Public 

Information Act. 

INTERNAL AUDIT FOLLOW-UP 

The CAE shall monitor the disposition of CAPs.  Audit follow-ups shall verify the resolution status of all 

significant recommendations resulting from past internal audits.  The CAE shall report, at least annually, on 

implementation status to the FAA Committee. 

FINANCE, AUDIT & ADMINISTRATION COMMITTEE 

The Finance, Audit & Administration (FAA) Committee shall provide guidance and oversight of both internal 

and external audit activities. FAA Committee responsibilities include the following duties, based upon 

standard corporate and governmental practices: 

Responsibilities for Internal Audit: 

 Review and approve Internal Audit Charter. 

 Review Internal Audit risk assessment, plans and budgets. 

 Review and/or approve requests for internal audit projects and significant interim changes to the 

internal audit plan. 
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 Monitor internal audit results and follow-up reports on previously reported recommendations and 

CAPs. 

 Conduct an annual performance review and evaluation of the CAE. 

 Inform and advise the full BOD on internal audit results and recommendations. 

Responsibilities for External Audit: 

 Monitor external auditor coverage, activities, and contracts for external audits. 

 Monitor financial and regulatory reporting decisions. 

BOARD ACCESS TO INTERNAL AUDIT 

The FAA Committee shall be the access point for all requests for internal audits. Individual Board members 

desiring specific audit projects should coordinate requests through this committee for review, approval, and 

scheduling. 

INTERNAL AUDITOR ACCESS TO THE BOARD 

The CAE shall meet with the FAA Committee on a regular basis, but no less than once per quarter. In 

addition, the BOD and/or the FAA Committee may request that Internal Audit be available as an 

informational resource at regular BOD or FAA Committee meetings. 

The CAE will have direct access to the BOD and/or the FAA Committee about issues or concerns. The 

intent of this provision is to emphasize the independence of internal auditing and provide the CAE with 

direct access to the BOD should serious matters arise which are beyond the course of normal operations. 

INTERNAL AUDIT SERVICES PLAN 

The CAE shall present for approval to the BOD, a risk-based audit plan which documents the priorities of 

the internal audit function and is consistent with the Authority’s strategic goals and objectives. A 

risk/opportunity assessment shall be used to identify and justify internal audit resources, audit priority, and 

scheduling of audit projects. Audit planning will consider the risk of fraud and abuse. 

The Internal Audit Services Plan will be reviewed at least annually and proposed plan revisions will be 

presented to the FAA Committee which has the authority to approve plan modifications. The intent is to 

provide flexibility to ensure that the most significant risks and opportunities can be addressed in a timely 

fashion. 

CAE APPOINTMENT, EVALUATION & REMOVAL 

The BOD shall appoint a qualified, professionally certified individual to perform internal auditing services for 

a term of five years. The BOD will be responsible for conducting an annual personnel evaluation of the CAE. 

However, the BOD may delegate this responsibility to the FAA Committee. The BOD may remove the CAE 

only on the affirmative vote of at least three-fourths of the members of the BOD. 

EFFECTIVE DATE 

This charter and the policies therein became effective immediately upon adoption by the Board of Directors 

of the Capital Metropolitan Transportation Authority. 
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Internal Audit Charter 

Approved by FAA Committee: Last Approved: 2/12/2025 

CMTA Resolution #: 

AI-2024-1371 

  

Mission 

To enhance and protect organizational value by providing risk-based and objective assurance, 

advice and insight. 

Purpose 

The purpose of the internal audit function is to strengthen Capital Metropolitan Transportation 

Authority’s (“CapMetro”) ability to create, protect, and sustain value by providing the Finance, 

Audit and Administration Committee (the “FAA Committee”) and management with 

independent, risk-based, and objective assurance, advice, insight, and foresight. 

The internal audit function enhances CapMetro’s: 

 Successful achievement of its objectives. 

 Governance, risk management, and control processes. 

 Decision-making and oversight. 

 Reputation and credibility with its stakeholders. 

 Ability to serve the public interest. 

CapMetro’s internal audit function is most effective when: 

 Internal auditing is performed by competent professionals in conformance with The IIA’s 

Global Internal Audit StandardsTM, which are set in the public interest. 

 The internal audit function is independently positioned with direct accountability to the 

FAA Committee. 

 Internal auditors are free from undue influence and committed to making objective 

assessments. 

Commitment to Adhering to the IIA’s Global Internal Audit Standards and the Generally 

Accepted Government Auditing Standards 

CapMetro’s internal audit function will adhere to the mandatory elements of The Institute of 

Internal Auditors' International Professional Practices Framework, which are the Global Internal 
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Audit Standards and Topical Requirements. Also, the internal audit function must adhere to 

Generally Accepted Government Auditing Standards (the “GAGAS”), as issued by the U.S. 

Government Accountability Office (the “GAO”). The chief audit executive will report annually to 

the FAA Committee and senior management regarding the internal audit function’s conformance 

with the Standards, which will be assessed through a quality assurance and improvement 

program. 

Mandate 

CapMetro’s internal audit function mandate is found in the Texas Transportation Code Sec. 

451.458.  INTERNAL AUDITOR.  (a)  This section applies only to an authority confirmed before July 

1, 1985, in which the principal municipality has a population of less than 1.3 million. 

(b)  The board shall appoint a qualified individual to perform internal auditing services for a term 

of five years.  The board may remove the auditor only on the affirmative vote of at least three-

fourths of the members of the board. 

(c)  The auditor shall report directly to the board. 

Authority 

The internal audit function’s authority is created by its direct reporting relationship to the FAA 

Committee of CapMetro’s Board of Directors. Such authority allows for unrestricted access to the 

FAA Committee.  

The FAA Committee authorizes the internal audit function to: 

 Have full and unrestricted access to all functions, data, records, information, physical 

property, and personnel pertinent to carrying out internal audit responsibilities. Internal 

auditors are accountable for confidentiality and safeguarding records and information as 

this access is subject to compliance with confidentiality and data privacy policies. 

 Allocate resources, set frequencies, select subjects, determine scopes of work, apply 

techniques, and issue communications to accomplish the function’s objectives.  

 Obtain assistance from the necessary personnel of CapMetro and other specialized 

services from within or outside CapMetro to complete internal audit services. 

Independence, Organizational Position, and Reporting Relationships  

The chief audit executive will be positioned at a level in the organization that enables internal 

audit services and responsibilities to be performed without interference from management, 

thereby establishing the independence of the internal audit function. (See “Mandate” section.) 

The Chief Audit Executive (CAE) shall report functionally to the Board of Directors (BOD) through 

the Finance, Audit and Administration (FAA) Committee, and administratively to the President & 

Chief Executive Officer (the “CEO”) to ensure independence and operational support.  This 

positioning provides the organizational authority and status to bring matters directly to senior 
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management and escalate matters to the FAA Committee, when necessary, without interference 

and supports the internal auditors’ ability to maintain objectivity.  

The chief audit executive will confirm to the FAA Committee, at least annually, the organizational 

independence of the internal audit function. If the governance structure does not support 

organizational independence, the chief audit executive will document the characteristics of the 

governance structure limiting independence and any safeguards employed to achieve the 

principle of independence. The chief audit executive will disclose to the FAA Committee any 

interference internal auditors encounter related to the scope, performance, or communication of 

internal audit work and results. The disclosure will include communicating the implications of 

such interference on the internal audit function’s effectiveness and ability to fulfill its mandate. 

Independence and Objectivity (GAGAS) 

The internal audit function shall adhere to the independence requirements as outlined in the 

2024 revision of the Generally Accepted Government Auditing Standards (GAGAS), Chapter 3, 

ensuring that auditors maintain both independence of mind and appearance. This includes 

applying the GAGAS conceptual framework to identify, evaluate, and address threats to 

independence, such as self-interest, self-review, bias, familiarity, undue influence, management 

participation, and structural threats. Auditors must document all independence evaluations, 

including the nature of the engagement, identified threats, safeguards applied, and conclusions 

regarding independence. Regular reassessment of independence is required throughout the audit 

process, especially when changes occur that could affect independence. Additionally, audit 

documentation must be sufficiently detailed to enable an experienced auditor, with no prior 

connection to the audit, to understand the nature, timing, extent, and results of the procedures 

performed, as well as the evidence supporting the audit findings and conclusions. This aligns with 

GAGAS 2024, Chapter 6, ensuring transparency and facilitating quality reviews. 

Changes to the Mandate and Charter  

Circumstances may justify a follow-up discussion between the chief audit executive, FAA 

Committee, and senior management on the internal audit mandate or other aspects of the 

internal audit charter. Such circumstances may include but are not limited to: 

 A significant change in the Global Internal Audit Standards. 

 A significant reorganization within the organization. 

 Significant changes in the chief audit executive, FAA Committee, and/or senior 

management. 

 Significant changes to the organization’s strategies, objectives, risk profile, or the 

environment in which the organization operates. 

 New laws or regulations that may affect the nature and/or scope of internal audit services. 
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FAA Committee Oversight 

To establish, maintain, and ensure that CapMetro’s internal audit function has sufficient authority 

to fulfill its duties, the FAA Committee will: 

 Discuss with the chief audit executive and senior management the appropriate authority, 

role, responsibilities, scope, and services (assurance and/or advisory) of the internal audit 

function. 

 Ensure the chief audit executive has unrestricted access to and communicates and 

interacts directly with the FAA Committee, including in private meetings without senior 

management present.  

 Discuss with the chief audit executive and senior management other topics that should be 

included in the internal audit charter. 

 Participate in discussions with the chief audit executive and senior management about the 

“essential conditions,” described in the Global Internal Audit Standards, which establish 

the foundation that enables an effective internal audit function. 

 Approve the internal audit function’s charter, which includes the internal audit mandate 

and the scope and types of internal audit services. 

 Review the internal audit charter annually with the chief audit executive to consider 

changes affecting the organization, such as the employment of a new chief audit executive 

or changes in the type, severity, and interdependencies of risks to the organization; and 

approve the internal audit charter annually. 

 Approve the risk-based internal audit plan. 

 Provide input to the internal audit function’s human resources administration and 

budgets. 

 Review the internal audit function’s expenses. 

 Provide input to senior management on the appointment and removal of the chief audit 

executive, ensuring adequate competencies and qualifications and conformance with the 

Global Internal Audit Standards. 

 Review and provide input to senior management on the chief audit executive’s 

performance. 

 Receive communications from the chief audit executive about the internal audit function 

including its performance relative to its plan. 

 Ensure a quality assurance and improvement program has been established and review 

the results annually. 

 Make appropriate inquiries of senior management and the chief audit executive to 

determine whether scope or resource limitations are inappropriate. 
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Chief Audit Executive Roles and Responsibilities 

Ethics and Professionalism 

The chief audit executive will ensure that internal auditors: 

 Conform with the principles in the Global Internal Audit Standards, including the principles 

of Ethics and Professionalism: integrity, objectivity, competency, due professional care, 

and confidentiality. 

 Understand, respect, meet, and contribute to the legitimate and ethical expectations of 

the organization and be able to recognize conduct that is contrary to those expectations. 

 Encourage and promote an ethics-based culture in the organization.  

 Report organizational behavior that is inconsistent with the organization’s ethical 

expectations, as described in applicable policies and procedures. 

 To align with the Generally Accepted Government Auditing Standards (GAGAS) 2024, 

Chapter 6, the internal audit function shall establish and maintain comprehensive 

documentation for each audit engagement. This documentation must provide a clear 

understanding of the work performed, evidence obtained, and conclusions reached. It 

should be sufficiently detailed to enable an experienced auditor, with no prior connection 

to the audit, to comprehend the nature, timing, extent, and results of the procedures 

performed, as well as the evidence supporting the audit findings and conclusions. This 

practice ensures transparency, facilitates quality reviews, and upholds the integrity of the 

audit process. 

 Conform with the GAGAS's five ethical principles:  

1. Public Interest 

2. Integrity 

3. Objectivity 

4. Proper Use of Government Information, Resources, and Positions 

5. Professional Behavior 

 Establish procedures for reporting and addressing ethical violations to foster an ethics-

based culture within the organization. 

 

Objectivity  

The chief audit executive will ensure that the internal audit function remains free from all 

conditions that threaten the ability of internal auditors to carry out their responsibilities in an 
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unbiased manner, including matters of engagement selection, scope, procedures, frequency, 

timing, and communication. If the chief audit executive determines that objectivity may be 

impaired in fact or appearance, the details of the impairment will be disclosed to appropriate 

parties.  

Internal auditors will maintain an unbiased mental attitude that allows them to perform 

engagements objectively such that they believe in their work product, do not compromise 

quality, and do not subordinate their judgment on audit matters to others, either in fact or 

appearance. 

Internal auditors will have no direct operational responsibility or authority over any of the 

activities they review. Accordingly, internal auditors will not implement internal controls, develop 

procedures, install systems, or engage in other activities that may impair their judgment, 

including: 

 Assessing specific operations for which they had responsibility within the previous year.  

 Performing operational duties for CapMetro or its affiliates. 

 Initiating or approving transactions external to the internal audit function. 

 Directing the activities of any CapMetro employee that is not employed by the internal 

audit function, except to the extent that such employees have been appropriately 

assigned to internal audit teams or to assist internal auditors. 

Internal auditors will: 

 Disclose impairments of independence or objectivity, in fact or appearance, to 

appropriate parties and at least annually, such as the chief audit executive, FAA 

Committee, management, or others. 

 Exhibit professional objectivity in gathering, evaluating, and communicating information.  

 Make balanced assessments of all available and relevant facts and circumstances. 

 Take necessary precautions to avoid conflicts of interest, bias, and undue influence. 

Managing the Internal Audit Function 

The chief audit executive has the responsibility to: 

 At least annually, develop a risk-based internal audit plan that considers the input of the 

FAA Committee and senior management. Discuss the plan with the FAA Committee and 

senior management and submit the plan to the FAA Committee for review and approval.  

 Communicate the impact of resource limitations on the internal audit plan to the FAA 

Committee and senior management. 
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 Review and adjust the internal audit plan, as necessary, in response to changes in 

CapMetro’s business, risks, operations, programs, systems, and controls. 

 Communicate with the FAA Committee and senior management if there are significant 

interim changes to the internal audit plan. 

 Ensure internal audit engagements are performed, documented, and communicated in 

accordance with the Global Internal Audit Standards and laws and/or regulations.  

 Follow up on engagement findings and confirm the implementation of recommendations 

or action plans and communicate the results of internal audit services to the FAA 

Committee and senior management semiannually and for each engagement as 

appropriate.  

 Ensure the internal audit function collectively possesses or obtains the knowledge, skills, 

and other competencies and qualifications needed to meet the requirements of the 

Global Internal Audit Standards and fulfill the internal audit mandate.  

 Identify and consider trends and emerging issues that could impact CapMetro and 

communicate to the FAA Committee and senior management as appropriate. 

 Consider emerging trends and successful practices in internal auditing. 

 Establish and ensure adherence to methodologies designed to guide the internal audit 

function. 

 Ensure adherence to CapMetro’s relevant policies and procedures unless such policies and 

procedures conflict with the internal audit charter or the Global Internal Audit Standards. 

Any such conflicts will be resolved or documented and communicated to the FAA 

Committee and senior management. 

 Coordinate activities and consider relying upon the work of other internal and external 

providers of assurance and advisory services. If the chief audit executive cannot achieve 

an appropriate level of coordination, the issue must be communicated to senior 

management and if necessary escalated to the FAA Committee. 

 Ensure that each auditor completes at least 80 hours of Continuing Professional Education 

(CPE) every two years, with a minimum of 24 hours directly related to government 

auditing or the specific environment of the audited entity, as stipulated in Chapter 4 of the 

2024 Generally Accepted Government Auditing Standards (GAGAS). This requirement 

should be consistently applied to all internal audit staff, with regular monitoring and 

documentation of compliance to uphold the quality and effectiveness of the audit 

function. 

Communication with the FAA Committee and Senior Management  
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The chief audit executive will report annually to the FAA Committee and senior management 

regarding: 

 The internal audit function’s mandate. 

 The internal audit plan and performance relative to its plan. 

 Internal audit budget. 

 Significant revisions to the internal audit plan and budget.  

 Potential impairments to independence, including relevant disclosures as applicable.  

 Results from the quality assurance and improvement program, which include the internal 

audit function’s conformance with The IIA’s Global Internal Audit Standards and action 

plans to address the internal audit function’s deficiencies and opportunities for 

improvement. 

 Significant risk exposures and control issues, including fraud risks, governance issues, and 

other areas of focus for the FAA Committee that could interfere with the achievement of 

CapMetro’s strategic objectives. 

 Results of assurance and advisory services. 

 Resource requirements. 

 Management’s responses to risk that the internal audit function determines may be 

unacceptable or acceptance of a risk that is beyond CapMetro’s risk appetite 

Quality Assurance and Improvement Program 

The chief audit executive will develop, implement, and maintain a quality assurance and 

improvement program that covers all aspects of the internal audit function. The program will 

include external and internal assessments of the internal audit function’s conformance with the 

Global Internal Audit Standards, as well as performance measurement to assess the internal audit 

function’s progress toward the achievement of its objectives and promotion of continuous 

improvement. The program also will assess, if applicable, compliance with laws and/or 

regulations relevant to internal auditing. Also, if applicable, the assessment will include plans to 

address the internal audit function’s deficiencies and opportunities for improvement.  

The internal audit function shall establish and maintain a comprehensive system of quality control 

designed on risk-based process to provide reasonable assurance that the organization and its 

personnel comply with professional standards and applicable legal and regulatory requirements, 

as stated in GAGAS Chapter 5. This system should encompass leadership responsibilities, ethical 

requirements, human resources, engagement performance, and monitoring, as specified in 

Chapter 5 of the 2024 GAGAS Revision.  Annually, the chief audit executive will communicate with 

the FAA Committee and senior management about the internal audit function’s quality assurance 

and improvement program, including the results of internal assessments (ongoing monitoring and 

periodic self-assessments) and external assessments.  
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Under the Generally Accepted Government Auditing Standards (GAGAS), audit organizations are 

required to undergo an external peer review at least once every three years by reviewers 

independent of the audit organization and in accordance with GAGAS requirements. Also the       

qualified, independent assessor or assessment team qualifications must include at least one 

assessor holding an active Certified Internal Auditor® credential. 

 

Scope and Types of Internal Audit Services  

The scope of internal audit services covers the entire breadth of the organization, including all of 

CapMetro’s activities, assets, and personnel. The scope of internal audit activities also 

encompasses but is not limited to objective examinations of evidence to provide independent 

assurance and advisory services to the FAA Committee and management on the adequacy and 

effectiveness of governance, risk management, and control processes for CapMetro.  

The nature and scope of advisory services may be agreed with the party requesting the service, 

provided the internal audit function does not assume management responsibility as management 

responsibilities include “decision-making, policy creation, and operational oversight.  

Opportunities for improving the efficiency of governance, risk management, and control 

processes may be identified during advisory engagements. These opportunities will be 

communicated to the appropriate level of management. 

Internal audit engagements may include evaluating whether:  

 Risks relating to the achievement of CapMetro’s strategic objectives are appropriately 

identified and managed. 

 The actions of CapMetro’s officers, directors, management, employees, and contractors or 

other relevant parties comply with CapMetro’s policies, procedures, and applicable laws, 

regulations, and governance standards. 

 The results of operations and programs are consistent with established goals and 

objectives. 

 Operations and programs are being carried out effectively, efficiently, ethically, and 

equitably. 

 Established processes and systems enable compliance with the policies, procedures, laws, 

and regulations that could significantly impact CapMetro. 

 The integrity of information and the means used to identify, measure, analyze, classify, 

and report such information is reliable. 

 Resources and assets are acquired economically, used efficiently and sustainably, and 

protected adequately. 
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Approved by the FAA Committee at its meeting on February 12, 2025.   

Effective Date 

This charter and the policies therein became effective immediately upon adoption by the 

Board of Directors of CapMetro. 
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Executive Summary 
The fiscal year 2024 Audit Plan included the advisory review of the eleven Miscellaneous Revenues, one 
of which is the Railroad Right-of-Way (ROW), RWIC, Permits, and Licenses. ROW revenues in FY23 were 
$979,587 and in FY24 were $1,334,596. The audit results including the objective, scope, and conclusion 
are as follows. 
 

Background 
In 1986, CapMetro acquired from the City of Austin (COA) approximately 162 miles of railroad track, and 
track structures, right of way (ROW), and COA’s existing customers’ ROW license agreements which in 
most cases are perpetual licenses with automatic renewals with an annual license fee to CapMetro.   The 
ROW is managed administratively by the Real Estate Department, operationally by the Rail Department, 
and the Finance Department bills all revenues through the Oracle system.  The Real Estate Department 
manages the administrative functions for ROW which includes managing over 1,300 existing ROW 
contractor license agreements, though only 260 are classified as “Revenue” agreements (approx. $700K 
annually), and processing new ROW access requests.  Most of the ROW licenses are for cables/conduit 
(e.g., fiber optics, telecommunications, etc.), pipes (e.g., oil, gas, water, sewage, etc.) and other structures 
that cross CapMetro owned territory both above ground and below ground.  There are four types of ROW 
requests:  license agreement, permit, road crossing and roadway-worker-in-charge (RWIC). Customers 
installing a new project within CapMetro’s ROW are required to complete a license application and 
provide a current certificate of insurance meeting CapMetro’s minimum coverage requirements (see 
Appendix A for Installation COI), and an updated COI is required as part of their annual license renewal 
(see Appendix B for renewal COI minimum requirements).  Any customers, including license agreement 
holders requiring physical access to the CapMetro ROW are required to have a permit.  Roadway crossings 
are less frequent but are typically applicable to grant access to private landowner property.   Customers 
are required to request an RWIC employee for any projects that may occur close to the railroad track.  
Federal Railroad Administration and Rail Operations Department safety guidelines require that any 
contractor operating within twenty-five feet of the railroad track must have a dedicated RWIC employee 
assigned to protect the contractor while working near the railroad track.  The RWIC employee is in 
constant contact with Rail Dispatch and notifies the contractor when trains will be traveling through the 
area.  The CapMetro Rail Operations oversees the day-to-day operational aspects of the rail line, including 
assignment of RWIC employees from Herzog or Watco that ensure safety and compliance on each project. 
Note, Herzog RWIC employees oversee commuter ROW rail projects and Watco RWIC employees oversee 
freight ROW rail projects.        
 
The right-of-way order processing and billing process involves three separate systems which are not 
integrated with each other and require multiple manual inputs and email communications. The starting 
point for all new customers and transactions is CapMetro’s ROW website page 
www.capmetro.org/railrow  which will then take the customer to one of the CLS systems:  

 Platinum portal (Platinum) – customer-facing application order entry system 
https://cmta-platinum.clsrow.com/#/ The customer enters all of their information and 
requests into the CLS Platinum portal.   

 Contract Land System Link (CLS Link) – ROW system for managing license agreements, 
permits, and RWIC projects.  Because the CLS Platinum is not interfaced to the CLS portal 
a CapMetro Real Estate employee must rekey a subset of the original data from Platinum 
into the CLS Link in order to create the actual customer order which is interfaced with 
Oracle.  Note, for new customers, the new account must be manually created in Oracle 
first and then Oracle customer # is manually keyed into CLS Link.  

 Oracle – financial system used for invoicing and collections. 
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The Contract Land Staffing LLC (CLS) company https://contractlandstaff.com/ - provides both the Platinum 
portal and the CLS Link  systems that run on a CLS cloud but are not interfaced to each other, and annual 
ROW revenues are approximately $1M annually which are billed in Oracle.   CLS is an independent right-
of-way and land services company providing service solutions since 1985, and CLS Link is their technology 
solution for land and asset management.   

Customers initiate their ROW access request  on CapMetro’s website using the Platinum portal application 
online at www.capmetro.org/railrow.  See example of process flowchart at Appendix C and Platinum 
portal ROW application screen at Appendix E.  For new customers, the Real Estate Specialist uses the 
customer populated demographic details entered in Platinum and emails the information to the AR 
Accountant to create a customer account number in Oracle. The AR Accountant returns an email with the 
assigned customer number to the Real Estate Specialist who uses the customer provided project 
information from Platinum and the Oracle account number to manually populate the CLS Link system.  
Once all new CLS Link customer accounts are updated with the Oracle customer account number, the Real 
Estate Specialist can initiate the billing process, by creating a batch file of obligations in CLS Link.  Nightly, 
a computer job is run in Oracle to retrieve the obligation file from CLS Link which is used to generate the 
customer invoice. See Appendix F for example of Oracle Invoice.   
 
All customer fees (e.g., application; permit; RWIC; license; etc.) must be prepaid before the initial first 
year ROW license is granted.  Note, the initial license agreements are prepaid, but there are also recurring 
annual license renewals that cannot be forced to be prepaid which creates a collection risk for year two 
and the perpetual licenses.  As payments are received, they are posted to the customer account in Oracle.  
Oracle creates a report of the payments received, which the Real Estate Specialist manually retrieves to 
identify which customer payments have been received. See Appendix G for example of the report.  Upon 
identification of payment, the customer application status is advanced for licenses or permits. For RWIC 
requests, the Real Estate Specialist communicates the customer project information to the Rail Operations 
Project Manager via email. The email includes the number of days and hours per day the customer has 
requested. The Rail Department PM forwards the email to the CapMetro contractor to assign an RWIC 
employee from either Herzog or Watco depending on if it is commuter rail line or freight rail line, 
respectively. For 2022, the Real Estate department had 279 new applications (Permit; RWIC, License) and 
263 new applications in 2023. See details at Appendix H.  
 

Audit Objective & Scope 
The objective of the audit was to review the design and operating effectiveness of internal controls to 
ensure the completeness and accuracy of the ROW orders processed in the CLS systems and the billing 
and collections that occur in the Oracle system.  The scope covered ROW orders processed for 2023 and 
2024, as well as the RWIC hours billed to CapMetro from Herzog for this period.   

Opinion 
In our opinion, internal controls over ROW the billing and collections process require improvement in the 
following areas:       

1. Missing Interfaces Between Systems Require Manual Workarounds  
2. Controls Over Delinquent Receivables Require Improvement 
3. Herzog Has Charged RWIC Overtime Not In Compliance With The Contract  
4. RWIC Hours Worked by Herzog Exceeded Hours Prepaid by Customers  
5. Real Estate ROW Standard Operating Procedures Have Not Been Updated  
6. Certificates of Insurance Are Not Obtained For Recurring Annual License Agreements 

 

28

https://capmetro.sharepoint.com/sites/ADT/DeptOnly/2018/Audit%20Plan%20and%20Projects/Audit%20Projects/24-08A%20ROW%20RightOfWay%20RWIC%20and%20Permits/3%20-%20Reporting/Drafts/company%20https:/contractlandstaff.com/
https://capmetro.sharepoint.com/sites/ADT/DeptOnly/2018/Audit%20Plan%20and%20Projects/Audit%20Projects/24-08A%20ROW%20RightOfWay%20RWIC%20and%20Permits/3%20-%20Reporting/Drafts/www.capmetro.org/railrow


 

Internal Audit Report 24-08, January 15, 2025   Page -3 

More details regarding the issues/risks and recommendations can be found below in the detailed audit 
report.  

 
This audit was conducted in accordance with US Government Accountability Office’s Generally Accepted 
Government Auditing Standards (GAGAS) and the Institute of Internal Auditor’s International Standards 
for the Professional Practice of Internal Auditing. These standards require that we plan and perform the 
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objective.  We believe the evidence obtained provides a reasonable basis 
for our findings and conclusions based on our audit objectives. The audit was conducted by the following 
staff members in the Capital Metro Internal Audit Department: 

 Robert Moreno, Manager of Internal Audit  

 Terry Follmer, Chief Audit Executive 
 
Recommendations to strengthen controls and improve accountability were provided to management.  
Management agrees with the internal audit recommendations and has provided target completion dates 
which are included in the detailed audit report below.  A follow-up audit is performed semi-annually (i.e., 
May and November) to ensure management action plans for all issued audit reports are completed in a 
timely manner.   
 
We appreciate the cooperation and assistance provided to us throughout this audit. 
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Audit Report 
 

Issues & Risk Recommendation Management Action Plan 

 
1. MISSING INTERFACES BETWEEN SYSTEMS REQUIRE MANUAL 

WORKAROUNDS 

The right-of-way process uses two separate CLS systems for order entry that are 
not interfaced to each other. Customers must first enter their order into the 
Platinum system, and when the Real Estate Specialist sees the new customer 
order, she must rekey a subset of this data into a second system called CLS Link 
to create the actual order.   More details on the business processes and data flow 
can be seen at Appendix C (Process Flowchart) and Appendix D (Venn diagram – 
data collected by system).  
    

 ORDER ENTRY IN TWO CLS SYSTEMS - Each ROW license, permit and 
RWIC requests require customers to enter their customer and project 
information into the Platinum portal for each application. The Real 
Estate Specialist (RE Specialist) then accesses the Platinum system to 
obtain the customer information to manually key into the CLS Link 
system for creating the customer record and initiating the invoicing 
process.  Additionally, AR Accountant manually keys in customer billing 
information obtained from Platinum into Oracle to set up customer 
accounts.     

 

 BILLING & COLLECTIONS IN ORACLE - CLS Link pushes an order 
obligation file to Oracle to create an invoice for license, permits, and 
RWIC requests.  Customer payments are processed in Oracle.  For RWIC 
requests, the Real Estate Specialist runs an Oracle payments report to 
identify the paid RWIC requests. See report example at Appendix G.    
The Real Estate Specialist emails the customer RWIC project 
information to the Rail Operations Project Manager, who forwards the 
same email to the CapMetro contractor (Herzog or Watco) to schedule 
and assign RWIC employees to the project.  
 

The manual processes and lack of interfaces and/or automated workflows 
described above increase the risk of errors, delays in processing and limits the 
transparency of project status since requests and confirmations are happening 
through emails which then have to manually input into CLS and Oracle.   

 

 
Internal Audit recommends the Controller, Director of Revenues & 
Fares, Director of Enterprise Application & Data Services, and the 
Director of Real Estate and ROW evaluate the following process 
improvements:   
 
a) New ROW Orders - If new orders are entered by customers into 
the CLS Platinum system can be interfaced to CLS Link, so that the 
Real Estate Specialist does not have to enter all new orders from 
scratch to create an order in the CLS Link system.  Thus, creating a 
single database in the CLS Link system instead of having two separate 
databases in CLS Platinum and CLS Link that do not talk to each other.   
 
b) New ROW Customers - For new customers in CLS Link, 
opportunities to automate the creation of new customer requests 
into Oracle, so that the A/R Accountant does not have to enter all 
data from scratch. Currently manual emails between Real Estate 
Specialist and AR Accountant are needed to notify each other and 
then manual key into CLS Link and Oracle.  
  
c) Prepaid RWIC Hours – create workflow automation notifying Rail 
Operations when RWIC orders have been prepaid.  Currently manual 
emails must be sent to Rail Operations with all details (e.g., requested 
RWIC dates, number of prepaid RWIC hours, milepost #, etc.).  
Include a closed loop in the workflow so that actual hours worked by 
Herzog are reported back and compared to prepaid hours. If actual 
RWIC hours exceed prepaid hours, include a process to create an 
extra billing for the extra hours worked. The revenue leak for this was 
$23,600. See issue #3 below.   

 
 

 
Management agrees and has developed 
the action plan below.  
 
The CLS contract will expire on 1/9/25. 
Management is implementing a 1-year 
stop-gap extension that is currently 
pending approval.   IT will have to 
research, evaluate systems, strategy, and 
budgeting to determine and prioritize the 
best solution for this recommendation.  
 
Target Completion Date:              

To be determined 
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Issues & Risk Recommendation Management Action Plan 

2. CONTROLS OVER DELINQUENT RECEIVABLES REQUIRE 
IMPROVEMENT  

The June 2024 Aged Accounts Receivable report (See Appendix L) shows past due 
accounts over 150 days was $531,770, with ROW related customers being 
$443,663 (83%), of which 51% are greater than 2 years old. We reviewed the 
controls over accounts receivables and collections and identified the following 
weaknesses: 

 Policy FIN-109 Accounts Receivable (Appendix M) - is dated 1/2016 and 
requires updating.  It does not include the following: establishing credit 
evaluations and limits; charging late payment fees as listed in license 
agreements; escalation process for past due accounts (e.g. charging 
interest, filing liens, canceling licenses, litigation, etc.); delegations of 
authority for credit limit and write-offs, notifying management of 
delinquent account balances.  

 The Finance Department has not developed written procedures to 
support the Accounts Receivable Policy.  

 We noted the license agreements dated 2012 and later stipulate a “late 
charges of 5% of the outstanding balance would be assessed on 
payments received 10 days after the payment due date”, however, the 
Finance Department has never enforced late charges and has not 
designed a process or system controls to make this happen.   

 License agreements and invoices do not stipulate a charge for interest 
on delinquent accounts. (See Oracle Invoice at Appendix F). 

 For some delinquent customers, the AR Accountant does not have 
current customer AP contact information in Oracle to send invoices 
which could delay A/R collection timeline.  

 The Collections module was not included in the Oracle ERP system 
implementation.  

 CapMetro does not have a process to check CapMetro ROW territory 
for unauthorized cables/conduit (e.g., fiber optics, 
telecommunications, etc.), pipes (e.g., oil, gas, water, sewage, etc.) and 
other structures.  Real Estate management believes there are 
customers who have installed infrastructure on the CapMetro ROW 
without following the ROW process or providing any payments to 
CapMetro.  
 

The weaknesses identified above increase the risk that customer accounts will 
not be collected timely, and accounts receivable balances will continue to grow. 
Unauthorized ROW pipes, cables, conduits both above ground and below 
ground create a liability hazard.   
 

 

Internal Audit recommends that management consider the 
following:   
 
a) The CFO and Controller should update FIN Policy 109 to include 
processes for establishing customer credit evaluations and limits, 
charging late fees, escalation process for past due accounts, 
delegations of authority for credit limits and write-offs and notifying 
management of delinquent account balances.  
 
b) The CFO and Controller should develop SOPs that describe how 
delinquent accounts will be managed.  The procedures should 
include frequency of customer communications, dispute resolution 
procedures, and establish debt collections procedures such as 
discontinuing new business with delinquent account customers, 
issuing breach of contract notices, obtaining liens, contracting with 
collection agencies, and account write-off or settlement procedures.  
 
c)The CFO and Controller should consider charging the 5% fee for late 
payments as defined in the customer license agreement.   
  
d) The CFO and Chief Counsel should consider modifying the standard 
terms and conditions listed in new license agreement contracts and 
on invoices to include a statement that allows late fees and interest 
to be charged by Capital Metro on delinquent accounts.  
 
e) The Controller and AR Accountant should establish agreed upon 
procedures with the Manager of Real Estate & Right-of-Way to obtain 
updated customer AP contact information annually to maintain 
current billing information.  
 
f) The CFO, Controller and Director of Revenue & Fares 
should consider implementation of the Oracle Collections 
module.  
 
g) The Director of Real Estate & ROW should consider hiring a third-
party consulting firm, on a consignment basis, to reconcile installed 
infrastructure with active CapMetro license agreements to identify 
any non-compliant or unauthorized infrastructure. 
 

Management agrees and has developed 
the action plan below.  

 
For items a), b), and c) Finance will 
update FIN Policy 109 and will develop 
departmental SOPs for accounts 
receivable. Finance will benchmark 
available collection options and 
enforcement actions used by other 
transit agencies and incorporate best 
practices into the SOPs. The SOPs will 
define roles and responsibilities and 
guidelines for collection options and 
enforcement actions by March 31, 2025.  
 
d) Legal will research the regulatory 
requirements for placing liens, charging 
interest or other potential options to 
include in future license agreement 
language to strengthen the CapMetro 
collection position by January 31, 2025.  
 
e) Finance will include the agreed upon 
procedures as part of the roles and 
responsibilities developed for the SOPs. 
March 31, 2025. 
  
f) Finance will discuss and evaluate 
implementation of Oracle collections 
module. Date TBD  
 
g) Real Estate Management will consider 
bringing in a consultant to evaluate ROW 
infrastructure for compliance with 
CapMetro standards.   Legal will help 
Real Estate define and develop SOPs for 
correcting potential non-compliant or 
unauthorized infrastructures.   
June 30, 2025. 
 
Target Completion Date:  
Multiple dates  
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Issues & Risk Recommendation Management Action Plan 

3. HERZOG HAS CHARGED RWIC OVERTIME NOT IN COMPLIANCE 
WITH THE CONTRACT  

Herzog employees provide Roadway Worker in Charge (RWIC) services 
for contractors working on the CapMetro right of way. The base contract 
included three RWIC workers and a modification (Mod 37 signed 
10/1/2020 and later Mod 56 signed 1/17/23) added 2 additional RWIC 
employees to bring the total to 5 designated RWIC employees.   The 
original base contract did not allow overtime to be charged to CapMetro, 
but the modifications did allow overtime to be billed to CapMetro for the 
two new RWIC employees to CapMetro if these two Herzog employees 
exceeded 80 RWIC hours per week and was pre-approved by CapMetro 
in advance.  
 
Our testing disclosed that Herzog billed overtime for all employees, not 
just those assigned to the modification. From July 2022 to July 2023, 
Herzog incorrectly billed for 493.5 hours of non-eligible overtime and 44 
hours of overtime not assigned to any employee totaling $35,226. See 
summary of overbilling details at Appendix I.  
 
In our review of the monthly Herzog RWIC invoice support for the two 
employees assigned to the contract modification, we found additional 
overtime calculation errors resulting in overbilling 303 hours of overtime 
($19,729).  See details at Appendix I. In some instances, Herzog billed for 
overtime though the employee had not worked 40 regular hours per 
week, or the calculation periods were misaligned to combine hours for 
multiple weeks in determining the excess of 40 hours.   See Appendix J 
for the July time report and examples of errors and Appendix K for July 
Herzog invoice. Subsequent RWIC invoices for August 2023 through 
December 2023 were rejected by the Rail Department and were not paid.  
 
Without timely reconciliations of Herzog RWIC employee weekly hours 
and overtime calculations, the potential errors and overbilling to 
CapMetro could continue.     
 

 
 
Internal Audit recommends that the VP of Rail consider the 
following actions: 
 
a) Require Herzog to create and provide an improved monthly 
RWIC hours worked report that contains names of the five full 
time RWIC employees covered in our contract, which RWIC 
orders they worked on and how many hours on each order, 
clear designation as to which three Herzog employees cannot 
bill CapMetro for OT, and which two Herzog employees are 
allowed to bill CapMetro for OT.      
 
b) Report the Herzog overtime billing errors to the Contract 
Administrator in the Procurement Department and pursue a 
refund for the overbilled amounts of $54,955 ($35,226 + 
$19,729).  

 
 

 
 
 
 
 
 

 
Management agrees and has 
developed the action plan below. 
 
 a) The Rail PM has received an email 
from Herzog identifying the 
employees assigned to the base 
contract and to Mod56.  All requests 
for overtime for Mod56 are now 
sent to the Rail PM for approval via 
email and the  approval/denial 
response is provided back to Herzog 
via email.  Rail PM tracks the hours 
for each project individually.  The 
Rail PM will request that Herzog 
provide weekly employee time 
reporting for all employees with 
approved overtime by January 31, 
2025.    
 
b) The VP of Rail will determine if 
Herzog has documentation 
authorizing any of the overtime 
billed by January 31, 2025.  Due to 
the volume of overtime activity 
related to the McKalla Station,  
management has agreed to split the 
cost of any overtime that may not 
have been billed correctly.  The VP of 
Rail will request a refund of the 
overtime billed by March 31, 2025.    
Additionally, the contract 
modification language will be 
strengthened to reduce ambiguity 
for the overtime requirements.    
 
Target Completion Date:  
March 31, 2025 
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Issues & Risk Recommendation Management Action Plan 

4. RWIC HOURS WORKED BY HERZOG EXCEEDED HOURS PREPAID BY 
CUSTOMERS   

CapMetro’s policy for RWIC services is for customer requests to be 
made in 8- or 10-hour increments and must be prepaid, and Herzog 
performs the RWIC service.  
 
We reviewed the controls related to the RWIC prepaid services and 
hours worked by Herzog and identified the following weaknesses: 
 

 As noted in recommendation #1c above, there is no 
automated workflow for prepaid RWIC hours, so manual 
emails are sent by the Real Estate Specialist to Rail 
Operations and Herzog requesting RWIC hours. 

 There is no “closed loop” process to reconcile and report 
RWIC prepaid hours to actual hours worked by Herzog.  

 Our testing of 2022 and 2023 RWIC hours identified that 
actual RWIC hours exceeded prepaid hours by 236 hours 
resulting in lost revenues of $23,600 that were never 
billed.  

 There are no performance metrics created manually or in 
the CLS Link and Oracle systems, for example: prepaid 
hours versus actual hours by order/invoice 
(over/under/equal) and any difference; date RWIC hours 
were requested by customer to be completed versus 
actual; licensee accounts missing their certificate of 
insurance at the annual renewal and if/when provided. 

 
The weaknesses identified above increase the risk of extra RWIC 
hours worked beyond what was prepaid will not be billed; 
inappropriate Herzog OT hours billed to CapMetro will not be 
identified; problem accounts that have not provided COI and/or 
are delinquent will not be flagged for follow-up, and opportunities 
to improve customer service.  
 

 
 
Internal Audit recommends that Management consider 
the following actions to reconcile RWIC hours:  
 
a) The VP of Rail Operation should establish 
procedures for Herzog to notify both Rail Operations 
and Real Estate when the customer exceeds or expects 
to exceed the number of prepaid hours on a project 
and instruct the customer to complete a request for 
additional RWIC hours.  
  
b)  The VP of Rail Operations, the Director of Real 
Estate and ROW and the Manager of Real Estate and 
ROW should coordinate the completion of 
reconciliation procedures to ensure all RWIC charges 
are billed by having the Rail Operations PM compare 
the actual RWIC hours worked to the requested 
prepaid hours by project and notify Real Estate 
Specialist of any additional billing requirements.       
 

 
Management agrees and has 
developed the action plan below.  
 
a) The Rail PM will create SOPs 
which document the process for 
assigning RWIC projects to 
contractors.  The SOPs will clarify 
the process for routine RWIC 
assignments and define 
responsibilities when customer 
requests additional hours.    
    
b) Real Estate will update  
reconciliation procedures that 
need to be updated and will 
meet with the Rail department to 
ensure responsibilities are 
coordinated. 
 
Target Completion Date:  
March 31, 2025 
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Issues & Risk Recommendation Management Action Plan 

5. REAL ESTATE ROW STANDARD OPERATING PROCEDURES HAVE 
NOT BEEN UPDATED  

On CapMetro’s website www.capmetro.org/railrow the Real Estate 
Department staff has developed an overview of ROW procedures for 
explanation of the process to customers.  The annual ROW billings are 
approximately $1M per year across 445 orders and transactions. We 
reviewed the internal controls related to the ROW order processing, 
billing and collections and noted the following weaknesses:   
 

 Internal written procedures need to be completed detailing how 
the Real Estate Specialist processes customer orders in the two 
CLS systems, ensures proper billing in Oracle, reviews problem 
accounts that are either delinquent and/or have not provided 
the updated annual certificate of insurance, etc.   

 SOPs covering the needed reconciliation of prepaid RWIC hours 
to actual hours worked by Herzog/Watco have not been 
developed.  

 SOPs for the monthly reconciliation of Herzog RWIC hours to 
each customer order fulfilled as well as Herzog OT hours billed 
to CapMetro have not been developed.   

 Policy on the CapMetro website requires that all RWIC hours be 
ordered and prepaid in 8- or 10-hour increments, however, two 
contractors (Reagan National Advertising and Lamar 
Outdoor/Austin Crane Service), are allowed to request RWIC 
hours in less than 8-hour increments. We noted that there is no 
policy and/or procedure addressing who can approve exceptions 
and which departments and personnel should be notified of any 
exemptions.  

 The process documentation references the prior Microsoft 
Dynamics AX system and has not been updated to reflect the 
implementation of the Oracle system. 
   

Lack of current documentation can lead to inconsistent and/or 
unauthorized procedures being followed.  

 

 
 
Internal Audit recommends the Director of Real Estate & 
ROW, and the Manager of Real Estate & ROW should consider 
updating the ROW procedures document for changes to be 
consistent with the Oracle system and to formalize any 
approved exceptions to the standard procedures.  

 
 

 
Management agrees and has 
developed the action plan below.  
 
SOPs will be updated and will 
incorporate any changes required by 
a potential new system 
implementation.   
 
Target Completion Date: 
May 31, 2025 
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6. CERTIFICATES OF INSURANCE ARE NOT OBTAINED FOR RECURRING 
ANNUAL LICENSE AGREEMENTS 

Customers requiring access to the CapMetro right-of-way (ROW) 
to install infrastructure (e.g., pipelines, underground pipelines or 
fiber optic cables or overhead telecom lines) must provide proof 
of insurance via a certificate of insurance (COI) before installing 
the equipment and annually thereafter as part of the annual 
license renewal process.  Real Estate currently manages over 
1300 license agreements. We reviewed the internal controls over 
COIs on new licenses as well as renewals and noted the following 
weaknesses:     

 We sampled five ROW licenses for year one and noted 
one COI could not be located for year one, and all five 
license agreements were missing COIs for the outgoing 
years.   

 There is no SOP related to COIs and no one from the Real 
Estate department is requesting and/or obtaining COIs as 
part of the perpetual license renewal process. There is no 
request for customers to provide valid COIs on the license 
agreement anniversary date. 

 The CapMetro website does not mention the 
requirements for the customer to provide a valid COI with 
the minimum coverage levels, however, each individual 
license contract does specify the minimum required COI 
insurance amounts to be provided annually.  

 
The weaknesses noted above increase the risk that proper 
insurance is not being obtained to protect CapMetro in the event 
of a liability event.  

 
Internal Audit recommends that the Director of Real 
Estate & ROW consider the following:   
 

a) SOPs will be developed covering activities to ensure 
initial COI is obtained as well as annual COI updates as 
part of the license renewal process.  Protocols will be 
developed as to how to manage customers who refuse to 
provide annual COI’s and/or have deficiencies in the 
insurance limits provided.   
 
b) The CapMetro website will be updated to explain COI 
requirements for the customer in year one as well as the 
annual COIs as part of the perpetual renewal process.  
 
c) All active license accounts will be reviewed, and 
customers will be notified of any missing COIs or 
deficiencies in insurance coverage amounts.  COI records 
either online in CLS Link and/or Oracle and/or manual 
records will be developed tracking COIs for each active 
license account going forward.   

 
Management agrees and has 
developed the action plan below.  
 
a) Real Estate Management will 
work with Finance to add the 
request for COI to the annual 
customer invoices. 
 
b) Real Estate Management will 
work with Marketing to add COI 
requirements to the CapMetro 
website.  
 
c) Real Estate Management will 
seek temporary resources to 
identify the backlog of customers 
without current COIs and will 
request an updated COI.  
Documentation obtained will be 
loaded into CLS.   
 
 
Target Completion Date:  
May 31,2025 
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Appendix A 
 

ROW Installation Minimum Insurance Requirements 
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Appendix B 
 

ROW License Renewal Minimum Insurance Requirements 
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Appendix C   
 

RWIC Process and Data Flow  
 

          
 

  
Note:  Flowchart assumes ROW License and Permit have been obtained.    
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Appendix D  

Venn Diagram of Data in Each ROW Process 
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Appendix E  
Platinum Portal Screen for Customer Requests 
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Appendix F   
Example of Standard Oracle Invoice 

 

 
 
 
 

  

41



 

Internal Audit Report 24-08, January 15, 2025   Page -16 

 

Appendix G   
 Example of Oracle Generated Report Used to Identify CLS Link Customer Payments  
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Appendix H   
ROW Application and Invoice Statistics  

 
 

      Number of orders for License, Permit, and RWIC (2019-2024) 
 

 RE1- License  RE3- 
Permits 

RE7 -RWIC Total 

2019 28 51 119 198 

2020 38 82 229 349 

2021 51 76 178 305 

2022 42 71 166 279 

2023 45 77 141 263 

2024 (through 
May) 

20 29 56 105 

 224 386 889 1499 

Source:  Platinum Applications (RE1, RE3 & RE7) 

 
 
 
 
 

Invoices Issued by Type 
 

Billed In Oracle in 2023 Type Quantity Amount 

 License 266 $678,480 

 Permit 73 $124,300 

 RWIC 106 $258,861 

Total  445 $1,061,641 

Source:  Oracle – CLS Link Imported Invoice/Payment Report 
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Appendix I   
 

Potential Overbilled RWIC Overtime Hours  
 

 
 

 
1. RWIC Hrs and RWIC OT Hrs Billed were obtained from Herzog Invoice supporting     documentation. 
2. Contract Mod#56 signed in January 2023, allowed approved overtime in excess of 80 RWIC     hours for two RWIC 

employees to be  billed at $66.7/hr . 
3. Using the Herzog invoice support, IA reviewed the weekly Herzog employee time reported to evaluate the overtime 

calculation.   
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Appendix J   
Herzog Monthly Time Report & Error Examples – July 2023 

 

 
 
Error Examples 
1 – Week 3 – Manual Gonzales worked 12 hours, but 40 OT hours charged 
2 – Week 3 – Ken Perry worked 60 hours, but 28 OT hour charged  
3 – Week 4 – Manual Gonzales worked 32 hours, but 44 OT hours charged 
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Appendix K 
 

Herzog July Invoice 
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Appendix L 
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Appendix M 
Accounts Receivable Policy  FIN 109 
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Ref Issue Identified Effect/Risk Exposure Recommendation Management's Response
Finding 1 Quadrennial Performance Audit Report Delivery

Texas Transportation Code § 451.457, requires the quadrennial performance audit reports be delivered to specific 
recipients (e.g. Texas Governor, Lt. Governor, etc.) by February 1st following the completion of the report in the fiscal 
year immediately following the quadrennial scope period. CapMetro was unable to locate and provide the required 
documentation evidencing the distribution of the report to the recipient list for the previous 2020 quadrennial 
performance audit report. Retaining evidence of the delivery and receipt of the quadrennial performance audit report 
was also identified as a recommendation in the 2020 quadrennial performance audit report for the 2017 quadrennial 
performance audit.

Failure to provide documentation evidencing the 
delivery of the 2020 quadrennial report as 
required by Texas Transportation Code § 451.457 
poses a risk of noncompliance with statutory 
obligations.

Management should implement a standardized procedure for documenting the 
submission and receipt of quadrennial performance audit reports to those recipients 
identified within the Texas Transportation Code. This could include creating a 
submission log, obtaining formal acknowledgments from recipients (e.g., email 
confirmations, certified mail receipts), and retaining these records in a centralized, 
accessible system for compliance tracking. Additionally, management should 
assign responsibility for overseeing this process to ensure adherence to statutory 
requirements.

Management's Response: Management has assigned the Government Affairs Department to be the 
department responsible for overseeing and documenting compliance with 451.457. Government 
Affairs has implemented a centralized process and system to retain PDF copies of all letters sent and 
will be sending the formal transmittals by certified mail, with an accompanying digital scan of the 
receipt filed once received to provide proof of compliance. See additional detail in CapMetro 
Management's detailed response.
Responsible Party: Deputy Chief Executive Officer
Implementation Date: completed

Ref Issue Identified Effect/Risk Exposure Recommendation Management's Response
REC 1 Declines in Service Reliability

Over the quadrennial performance audit scope period, CapMetro experienced increased collisions per 100,000 miles, 
reduced miles between road calls, and deteriorating cost efficiency as operating costs per hour and per mile surged. 
Increased costs were experienced as CapMetro internalized the parts function and required the purchasing of parts 
supplies to address timely service reliability issues. Mileage between road calls are a measure of service reliability and 
provides a way to monitor the quality of the vehicle maintenance program and the general state of repair of the fleet. The 
declines in service reliability provides an indicator to increase oversight of operations and assess root causes to ensure 
standards and expectations are being met. As CapMetro utilizes a contracted service model for service delivery of 
multiple service modes, including motor bus, demand response, and rail, untimely identification of declines in service 
delivery indicators may decrease timely corrective action.

Decline in service reliability could lead to 
increased liabilities, service disruptions, and 
rising operational costs, all of which may put 
public safety at risk, and erode public trust and 
customer satisfaction.

Management should continue to assess and improve its service reliability by working 
with it's third-parties and internal operations to determine measures to reduce 
collisions and miles between road calls, which will assist with cost efficiency and 
improve rider experience. Management should also integrate safety and 
maintenance performance measures into its current and future contracts to address 
declines in service. Additionally, aligning agency performance metrics with NTD and 
state performance indicators will ensure that management focuses on key areas 
evaluated by external agencies.

Management's Response: CapMetro will continue to work collaboratively with its various service 
providers to improve service reliability and cost-effectiveness.
CapMetro contracts already include safety and performance measures in service provider contracts. 
See additional detail in CapMetro Management's detailed response.
Responsible Party: CapMetro Chief Operating Officer
Implementation Date: Ongoing

REC 2 Varying Cost Effectiveness
Over the quadrennial performance audit period, CapMetro showed mixed results in cost-effectiveness, which closely 
aligns with trends identified across the industry for the period reviewed. We identified that the agency's fare recovery 
rate, at approximately 5%, lags behind the peer group average of 7%, highlighting an area for potential improvement. 
However, CapMetro outperforms its peers in the cost per passenger performance indicator, with an average cost per 
passenger of $14.23 compared to the peer group’s $14.61. Additionally, CapMetro has maintained relatively stable 
vehicle occupancy rates, decreasing only slightly from 5.34 in 2020 to 5.28 in 2023.

A decline in recovery rates could impact
financial sustainability.

Management should continue to assess and improve its cost effectiveness through 
ongoing efforts to increase fare recovery and prevent its cost per passenger from 
growing. CapMetro and Austin's Project Connect initiatives and impacts should be 
considered through strategies to improve cost effectiveness in the future. 
Additionally, aligning agency performance metrics with NTD, state performance 
indicators, and peer groups will ensure that management has appropriate 
benchmark data to continually assess and to assist with the focusing of their efforts.

Management's Response: CapMetro recognizes the challenges posed by declining fare recovery rates 
and reduced average vehicle occupancy, issues that are impacting the entire transit industry. CapMetro 
is committed to continuing to improve cost effectiveness, despite these challenges, by continuing 
collaboration between CapMetro Operations staff and service providers, monitoring budgetary 
controls, and aligning key performance metrics to industry best practices. This work is already well 
underway through revisions to CapMetro's operating model made in 2022 and 2023. See additional 
detail in CapMetro Management's detailed response.
Responsible Party: CapMetro Chief Financial and Risk Officer
Implementation Date: ongoing

Ref Issue Identified Effect/Risk Exposure Recommendation Management's Response
REC 3 Personal Identifying Information Disclosure

Texas Transportation Code § 451.061(g) enables authorities to
disclose customer personal identifying information to governmental agencies or higher education institutions for 
research or statistical purposes, with restrictions against publication, redisclosure, or contact use. This disclosure 
language is not documented explicitly in CapMetro's published policy, but the disclosure is referred to on their website 
as being subject to the code.

The absence of this disclosure language in 
CapMetro's online Privacy Policy hinders 
transparency in communicating how personal 
information is collected and used.

Management should consider updating CapMetro’s policy on the authority’s website 
to include the language outlined in Texas Transportation Code §451.061(g). This 
update will clarify the authority's ability to disclose customer information for 
research purposes while maintaining compliance with restrictions on redisclosure, 
publication, or use for contact purposes.

Management's Response: Management agrees with this recommendation. The Legal Department will 
update CapMetro's privacy policy on the website to include language that advises the public of the 
possibility that personal information might be shared as provided by Texas Transportation Code 
451.061(g).
Responsible Party: CapMetro Deputy Chief Executive Officer
Implementation Date: January 31, 2025

Capital Metropolitan Transportation Authority
Quadrennial Performance Audit Findings and Recommendations (FY2020-23)

Status as of February 1, 2025
2025 Quadrennial Report 1/7/2025 (#24-18A)

Findings  
Findings: The conditions are considered to be areas of non-compliance or where there is a lack of procedures or internal controls in place to cover significant or emerging risks to the management and performance of the Authority.

TASK 2 - Chapter 451 Compliance Review

TASK 1 - Performance Indicator Review

Recommendations 
Recommendations for Management: The conditions and recommendations are provided for management's consideration to further improve efficiency and effectiveness of operations or improvements to existing efforts for the management and administration of 
the Authority.

 TASK 1 - Performance Indicator Review

TASK 2 - Chapter 451 Compliance Review

TASK 3 - Administration and Management of the Authority

No Findings Identified

No Findings Identified
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REC 4 Right-of-Way Penalty Publication
Texas Transportation Code § 451.113(d) requires that unauthorized driving on the authority’s Right-of-Way around the 
rail lines is subject to a penalty classified as a Class C misdemeanor. Currently, this penalty information is located near 
the rights-of-way but is not included on the authority’s website
to restate the physically posted information and clarify the severity of unauthorized driving on the authorities right-of- 
way

The absence of penalty information on the 
website may limit public awareness and hinder 
compliance with Texas
Transportation Code § 451.113(d).

Management should consider incorporating language on the authority’s website and 
rider rules, that reflects the language posted at the physical right-of- way location, to 
inform the public of the penalty
for unauthorized driving on the Right-of-Way, as required by Texas Transportation 
Code § 451.113(d). The inclusion of the penalty may raise awareness of the severity 
of such actions and deter potential acts.

Management's Response: CapMetro Management agrees with this recommendation and will update 
the website to clarify the penalty for trespassing in CapMetro right of way. CapMetro Management 
maintains that the best method for deterring trespassing is the Agency maintaining an active presence 
in our right of way, and the posting of signs on-site for awareness of people in the moment.
Responsible Party: CapMetro Chief Experience and Engagement Officer
Implementation Date: January 31, 2025

Ref Issue Identified Effect/Risk Exposure Recommendation Management's Response
REC 5 Authority-Wide Contract/Third-Party Management Framework

CapMetro's primary transit operations are outsourced to third parties and require effective, efficient, and timely contract 
management by internal contract managers. The authority has various contract management practices and tools that 
are adapted to the requirements of the contract and carried out by the internal contract managers on a daily basis. 
Additionally, Contract Managers maintain collaborative relationships with their third-party contacts to ensure timely 
updates on status, incidents, and corrective actions to ensure alignment and compliance with the contract. However, 
contract administration practices deployed for the managing of the various contracts across the authority, including 
those with differing objectives and monitoring needs, are not consistently approached and applied for each contract. 
While contracts inherently have differing objectives and monitoring requirements, there is an opportunity for the 
evaluated CapMetro departments to adopt and integrate effective practices from each other to improve the accuracy 
and completeness of quality assurance processes through formalized guidance and procedures on the authority’s 
expectations for contract administration. This formal guidance can assist contract managers in assessing compliance 
and performance of each third-party more uniformly across the authority. Furthermore, CapMetro does not have an 
effective method or tool in place to systematically and centrally input and track performance outputs, indicators, and 
other
documentation and data to provide transparency in service delivery by key contractors over the entirety of the contract 
and assist with the development of trends in performance that may need corrective action by management.

Inconsistent contract administration 
expectations and practices across the authority’s 
various departments, contract managers, and 
operations may negatively impact its 
effectiveness and efficiency to achieve strategic 
objectives with its current model of outsourcing 
primary transit operations. Additionally, 
inconsistent documentation of contract 
performance can hinder accountability measures 
and actions to correct performance timely. 
Lastly, differing objectives and monitoring 
requirements of each contract inherently lead 
departments responsible for contractor oversight 
to focus on their individual efforts, which may 
limit opportunities for collaboration and the 
exchange of information on performance 
monitoring best practices to contract manager 
counterparts across the authority.

Management should design and implement a comprehensive contract management 
framework, in collaboration with it's contract managers, that can be modified by 
each department to meet the needs of the contract but also incorporate 
performance measures, budget to actual financial data, tracking of quality 
assurance measures performed, central and electronic collection and 
documentation of QASP's, and dashboards for monitoring compliance and 
performance of the data being received from each third-party, which will ensure a 
more uniform and consistent practice and methodology across the authority. In 
addition, a contract management tool should be developed and used to make 
decisions related to each operational service provider with evidence of performance 
and outcomes driven and supported through data that can be verified by 
management. Further, departments responsible for contract oversight should 
collaborate and share their existing quality assurance processes to exchange best 
practices, thereby enhancing the accuracy and completeness of quality assurance 
efforts.

Management's Response: Though CapMetro has processes to actively monitor contracts, CapMetro 
management agrees with the recommendation to refine and further develop an agency-wide framework 
for the management of third-party contractors. Many of CapMetro's services are provided by a third-
party contractor and are actively managed within each mode. Refining our overarching monitoring 
framework will ensure consistency across the agency while allowing for differences based on specifics 
of a particular mode or service provided. See additional detail in CapMetro Management's detailed 
response.
Responsible Party: CapMetro Chief Administrative Officer
Implementation Date: July 1, 2025

REC 6 Departmental Procedure Management 
CapMetro does not currently have in place a formal management process to ensure department specific procedures are 
current, reflect established practices that are unique to the department, and routinely assessed by key stakeholders to 
ensure compliance and proper dissemination. Although the Authority has a formal policy management process and 
personnel to assess, update, approve, and disseminate the authority-wide polices, there is not central support and 
guidance to ensure all departmental procedures are assessed annually by management to ensure they meet the current 
business practices

Without regular reviews and updates, the
procedures may no longer reflect
CapMetro's current state, potentially
hindering the procedural relevance and
applicability in guiding day-to-day
operations. Furthermore, the lack of timely 
updates could lead to gaps in ensuring that 
practices are aligned with evolving organizational

Management should consider developing and disseminating formal guidance and 
tools to departments on the expected processes, cadence, and structure of the 
departmental procedure review process to ensure procedure documents are 
regularly updated and remain aligned with current organization practices, needs, 
and conditions. This process could incorporate centrally developed templates, 
guidance, and training on performing the assessment, documenting the updates, 
disseminating and collecting acknowledgement from staff on thevupdated 
procedures. By doing so, the authority canvimprove operational efficiency, ensure 
relevance tovevolving practices, and validate acknowledgment byvstaff of the 
procedural updates and expectations.

Management's Response: CapMetro Management will provide guidance and recommendations to staff 
regarding procedures.
Responsible Party: CapMetro Deputy Chief Executive Officer
Implementation Date: December 31, 2025

REC 7 Post-Integration Analysis of New Operations and FTES
CapMetro should consider a post-integration analysis of the organizational changes of January 2022 and report those 
findings to leadership. CapMetro staffing and organization changed significantly between fiscal years 2021 and 2022 
when bus operations and maintenance responsibilities were shifted in-house with the new contractual agreement with 
MV Transportation. Additionally, strategic staffing decisions to augment resources in Demand Response Operations, 
Control Center, and Public Safety and Emergency Management saw growth during the scope period. With the growth of 
131 salaried employees and 70 hourly employees over the scope period, CapMetro had to ensure those departments 
established cultural norms, adhered to processes and procedures, managed risk, delegated responsibilities, ensured 
professional development, and evaluated operations to meet expectations. Therefore, an analysis could be performed 
in-house or by a third-party to assess the integration of the employees and functions acquired over the period and three 
years of data and observation is adequate to determine the impact of the change. 
The analysis should include:
- Changes in recruitment and professional development strategies between January 2022 and January 2025
- Three-year retention rates of former contract employees compared to overall retention rates
- Performance comparison of former contract employees to appropriate CapMetro internal peer groups
- Impact on Key Performance Indicators
- Efficiency Gains
- Unintended Consequences

Currently, management has hired a consultant to perform a span of control review, which will incorporate many of these 
elements identified to evaluate and compare to other similar transportation authorities.

Significant changes to an organization without 
timely and effective assessment of their 
integration can result in long-term inefficiencies, 
effectiveness, and impacts to culture and 
operations that meet the Authority's 
expectations.

Management should continue current efforts to perform and complete a span of 
control review and comparison of its review to other similar transportation 
authorities. Additionally, management should consider a post-integration analysis 
of the organizational changes of January 2022 and report those findings to 
leadership. Such an analysis could be performed in house or by a third-party. Three 
years of data and observation is adequate to determine the impact of the change. 
The analysis should include:
- Changes in recruitment and professional
development strategies between January 2022 and
January 2025
- Three-year retention rates of former contract
employees compared to overall retention rates
- Performance comparison of former contract
employees to appropriate CapMetro internal peer
groups
- Impact on Key Performance Indicators
- Efficiency Gains
- Unintended Consequences

Management's Response: As the recommendation acknowledges, CapMetro made significant changes 
to the fixed route operational structure in 2022 with a primary goal of enhancing efficiency and 
CapMetro’s ownership of key service decisions. CapMetro is in a constant state of reflection, analysis 
and improvement with respect to the changes made and agrees with the recommendation to continue 
to assess the effectiveness of the organizational changes made in 2022. It is important to note that 
Operations Management collaborates regularly with each service provider to align the deployment of 
staffing resources to address service issues in real time and improve operational efficiencies. See 
additional detail in CapMetro Management's detailed response.
Responsible Party: CapMetro Chief Administrative Officer
Implementation Date: December 31, 2025

TASK 3 - Administration and Management of the Authority
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REC 8 Professional Development Opportunities
CapMetro should consider additional professional development opportunities tied to job responsibilities within the eight 
departments evaluated within the scope of the Quadrennial Performance Audit. CapMetro should continue several best 
practice leadership development programs initiated in FY 2024, including a formal commitment to succession planning 
within departments.

Continued professional development
opportunities for each defined job title,
position, and succession for future roles
can ensure continued growth for the
individual and positively impact the
effectiveness and maturity of the
organization.

Management should continue current initiatives around professional development 
and succession planning that were developed in FY24 to address management 
identified gaps. This training includes defined training and professional development 
opportunities for each job responsibility that will continue to promote their growth. 
Additionally, management should continue efforts to formalize succession planning 
within each department.

Management's Response: During the review period, CapMetro did offer defined professional 
development opportunities to employees, and we continue to enhance our development programs. See 
additional detail in CapMetro Management's
detailed response.
Responsible Party: CapMetro Chief Administrative Officer
Implementation Date: ongoing
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FY25 INTERNAL AUDIT PLAN
Department Scorecard

Projects Status & % 
Complete Additional Details

FAA COMMITTEE & INTERNAL AUDIT CHARTER COMPLIANCE

1
Finance, Audit & Administration (FAA) Committee Meetings: 10/16; 11/13; 12/9; 1/15; 
2/12; 3/12; 4/14; 5/7; 6/11; 7/16; 8/13; 9/10; 10/8

In-Process Ongoing

2 Semi-annual Implementation Status Report -  November 2024 Completed December
3 Semi-annual Implementation Status Report - May 2025
4 FY2025 Risk Assessment & development of FY26 Audit Plan

FY25 Audit Assurance & Advisory Projects
1 Keolis Payroll Pass Through Controls In-Process

2 MTM Payroll Pass Through Controls - New Contract in Demand Response In-Process UT Interns - Spring        

3 Oracle Risk Mgt module - Analyze Oracle segregation of duties In-Process

4 Oracle Survey - User Satisfaction & Opportunities
5 Capital Projects - Costs & Reporting Controls
6 Police Dept Standup  (Recordkeeping & Compliance Requirements) In-Process UT Interns - Spring

7 Inventory Controls (Fuel & Parts) & Utilities (Electricity) - Bus/Rail/DR/Facilities
In-Process UT Interns - 

Fall/Spring
8 A/P Non-PO & P-Card Controls Draft Report UT Interns - Fall
9 Brinks Contract and Outsourced Treasury Controls

10 Keolis - Bus Maintenance & Training
11 Automation of Bus Incidents/Accidents Reporting  (TrackIt System) In-Process
12 Safety Management System (SMS) - Management of Change Draft Report March
13 Bus Charging Infrastructure & EV Program Draft Report

14 Bytemark Contract for e-Tickets & Collections - Administrative Fees In-Process

15 United Healthcare - Eligibility & Payment Support Draft Report
16 McKalla Station - Capital Project Controls Completed January
17 CLS System for Right of Way Revenues (Permits, RWIC, Licenses) Completed February
18 BikeShare Program In-Process

19
NIST Cybersecurity Framework (CISA Facilitated Self Assessment) - re-assessment from 
2024 baseline

20 Annual Cybersecurity Review (Verizon)

21 FTA Triennial Audit In-Process

22 QAR (Quality Assessment Review) - IIA and GAS Standards In-Process May

23 Quadrennial Performance Audit Completed February

CONTINGENT AUDIT PROJECTS - FY25
1 Lease Vehicle Program - non-Revenue Vehicles
2 Microsoft Sharepoint & Active Directory 
3 Real Estate - Life Cycle Management & Controls
4 Grant Reporting Process (Small Starts, Single Audit, Subrecipients)

5
Board Policies/Goals - Monitoring & Reporting (e.g. OTP; Fare Recovery; DBE; Title 6 
Equity Analysis; etc.)

NEW PROJECTS ADDED TO FY25 AUDIT PLAN by Terry Follmer
1 Quadrennial Performance Report - Tracker until Completed In-Process
2
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