EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE


APRIL 18, 2002








SUBJECT:	MANAGEMENT AUDIT SERVICES MONTHLY REPORT





ACTION:	RECEIVE AND FILE








RECOMMENDATION





Receive and file the monthly report of Management Audit Services.








ISSUE





Chairman Fasana requested a monthly report on audit activities by Management Audit Services.








BACKGROUND





Management Audit Services is a service organization responsible for assisting MTA management in ensuring compliance with laws, regulations, and Board Directives.  It is also responsible for determining that adequate systems of internal control are in place, that MTA assets and resources are adequately safeguarded and that MTA operations are managed economically, efficiently and effectively.





Management Audit Services performs two types of audits – external audits of our contractors and grantees and internal audits of MTA operations.





The Contract Audit Group is responsible for conducting audits related to pre-awards, change orders, and incurred costs, as well as support for claims, project close-outs and litigation.





The Project Audit Group is responsible for conducting close-out audits of projects funded by the Call-for-Projects.  The group also provides oversight for the annual Consolidated Audit of financial and compliance audits which is performed by a CPA firm under contract to MTA.





The Internal Audit Group is responsible for evaluating the internal control system of the MTA, as well as determining compliance with policy and regulation, ensuring the safeguarding of assets and evaluating MTA functions, activities and processes for efficiency and effectiveness.�



DISCUSSION





Internal Audit issued 32 reports in the past 15 months (See Attachment A).  Of these, the following recent reports are considered to be of particular significance:





Two reports were issued concerning the Non-Revenue Vehicle Fleet.  This fleet consists of over 900 sedans, vans and pick-ups that are used in conducting MTA’s business.  We recommended a number of improvements in procedures and controls as well as the development of a methodology for determining the overall size of the fleet.  Management concurred with our recommendations and is in the process of implementing the recommendations.





Two reports were issued concerning the Warranty Process.  Equipment and parts purchased for rail and facilities are covered by manufacturer warranty.  We recommended the acquisition of a warranty tracking system as well as improvements in procedures and documentation.  Management concurred with our recommendations and is in the process of acquiring a tracking system and implementing interim procedural changes.





A report was issued on the Contract Administration Controls concerning the process of creating obligated contract values using the Financial Information System (FIS) and the Contract Control System (CCS) while preventing approved Authorized For Expenditure (AFE) amounts from being exceeded.  We recommended improvements in reconcilements, system access controls and segregation of duties as well as a system to account for AFE.  Management concurred with our recommendations and is in the process of making the suggested improvements.





A report was issued on the MTA Drug and Alcohol Program.  We determined compliance with Federal Transit Administration (FTA) and Department of Transportation (DOT) regulations for this highly sensitive area as well as evaluating the efficiency and effectiveness of the program.  We recommended policy revisions to ensure compliance as well as improvements in the management of the program.  Management concurred with our recommendations, made the suggested policy revisions and is in the process of implementing the recommendations concerning program management.








NEXT STEPS





Management Audit Services tracks all audit recommendations until they are either implemented or otherwise resolved.








ATTACHMENT





A.	Internal Audit Reports Issued in the Past 15 Months





�
Prepared by:	John Beamer, Internal Audit Manager, MASD














__________________________________		


RICHARD BRUMBAUGH				


Chief Financial Officer				














_________________________________


ROGER SNOBLE


Chief Executive Officer


�
BOARD REPORT ATTACHMENT A





Internal Audit Reports Issued in the Past 15 Months





  Date


 Issued 		                         Subject                            


03/18/02		Facilities Warranty Process


03/14/02		Gold Line Maintenance Facility (memorandum)


03/13/02		Size of Non-Revenue Vehicle Fleet


02/21/02		Treasury Operations


12/27/01		Rail Car Spare Ratios


12/26/01		Disaster Recovery Plan (IT)


12/21/01		Controls Over Non-Revenue Vehicle Fleet


12/21/01		Litigation Support – Decals (memorandum)


12/20/01		Litigation Support – Axles (memorandum)


12/19/01		Litigation Support – Gearboxes (memorandum)


11/21/01		Contractor Drug & Alcohol – Pacific Electric


11/13/01		MTA Drug and Alcohol Program


09/27/01		Immediate Needs Transportation Program


09/26/01		Rail Equipment Warranty Process


07/17/01		Agency Permits


06/29/01		Worker’s Compensation Claims (PricewaterhouseCoopers)


06/29/01		Accounts Payable


06/29/01		System Safety Certification Program


06/21/01		Contract Administration Controls


05/22/01		Contractor Drug & Alcohol – Goodyear Tire


05/15/01		Contractor Drug & Alcohol –Ceed Security


05/01/01		Bus Inspection Travel Expenses


04/19/01		Customer Service Center #109


03/30/01		Bus Inspection Procedures


03/27/01		WACN/TBN (memorandum)


03/27/01		Contractor Drug & Alcohol – Elite Security


03/12/01		Gateway Access Control System


03/06/01		Contractor Drug & Alcohol – Westinghouse Electric


03/01/01		Contractor Drug & Alcohol – MV Transportation


02/28/01		Contractor Drug & Alcohol – Electric Motors


01/31/01		Contractor Drug & Alcohol – TCI, Inc


01/25/01		Stores Inventory
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