Texas Transportation Code Chapter 451

2016 Performance Audit Recommendations & 

Corpus Christi Regional Transportation Authority Responses

I. Recommendation 1 – The agency has intentionally maintained lower fares and, therefore, lower farebox recovery ratios, as a matter of policy. The intentional policy decision of the organization is designed to ensure that higher fares do not create an economic barrier to mobility for the community. At the same time CCRTA has, in this review period, taken on an obligation to repay bonds with fare revenues (see Statutory Review, Section 4) and the agency has moved to deploy financial reserves to improve accessibility and service and therefore, intentionally lowered reserve balances. These indicate a need to carefully re-consider fare policy. The agency should give attention to the policy and trend over the next two years and consider actions that will improve fare revenue and cost recovery while maintaining a balance to ensure that fares do not become a barrier to mobility.  

Response 1 – The CCRTA has implemented a full fare enforcement plan that requires the correct fare in order to board the bus.  This full fare action plan became effective January 1, 2017.  The public was notified last year that fare enforcement would begin January 1, 2017.
Also, CCRTA recently completed a detailed assessment of the established fare structure under Transit Plan 20/20 which was accepted by the CCRTA Board of Directors in October 2016
CCRTA continues to monitor and review rates to ensure compliance with debt covenants and budget impacts.  CCRTA agrees that its fare recovery ratio is low for comparable sized transit agencies, but this has been by design, due to the large number of low-income transit dependent riders serviced by the CCRTA.

II. Recommendation 2 – CCRTA’s standard of on-time performance is 85%, which when compared to the on time performance standards of many agencies, is at the higher end of service quality.  It is important to recognize that on-time performance is a direct indication of the usability of the system.  Riders are highly dependent on CCRTA and maintenance of reliability necessary to transfer between routes in the system is of paramount importance to daily riders. While on-time performance remains above the system standard, the recent declines in on-time performance warrant attention. 
The agency should first investigate and understand the root causes of the decline.  It has been suggested that the multitude of area road construction projects have played a role in declining on-time performance.  That is likely the case, however, the larger question is, what part of the decline is accounted for by road construction friction and other factors and are there any strategies that could be deployed to reduce those influences?  The agency should investigate the potential to implement strategies that focus on improving fixed route on-time performance with the specific goals of first, stemming further erosion of service reliability and second, restoring reliability to levels to above 90%.  

Response 2 - CCRTA will continue to monitor the road construction throughout the City of Corpus Christi due to the various bond projects and will work to minimize the service schedule disruptions for routes that are on detour due to the ongoing construction.

The CCRTA staff meets monthly with the City of Corpus Christi’s Engineering Department to coordinate and plan for ways to minimize the impact to the riders on our bus routes. 

To highlight the construction taking place in the area, in 2015, three City of Corpus Christi bond projects heavily impacted approximately 15 bus routes at the Port Ayers Station, along McArdle Road, and on Waldron Road. And out of the 15 routes, four are within the agency’s highest ridership services. In 2016, 10 bus routes were impacted due to six new bond projects on Staples Street, Williams Drive, Airline Road/Williams Drive, Santa Fe, Greenwood, Kostoryz Road, Along with continued work on McArdle Road. Multiple projects initiated in both years resulted in additional schedule adherence impacts due to required detours and bus stop closures. 
To complicate the route detours even more for our riders, the road construction projects regularly run several months beyond the scheduled completion date which can lead to uncertainty and confusion for riders.  In an effort to minimize the confusion, the Customer Service Department and Marketing work together to share information with our riders to keep them informed of current information as it becomes available from the City of Corpus Christi. 
III. Recommendation 3 – - Coupled with Recommendation 1 to consider fixed route fares and the recovery ratio, it is recommended that paratransit fares also be included in the fare review.  It must be recognized that paratransit is a high value commodity and that pricing is one tool that can send important messages to consumers about that high value. 

Response 3 – The CCRTA completed a paratransit fare review under Transit Plan 20/20 which outlines short and long term recommendations.  As with the fixed route fares, the paratransit fares have been in place for a while by design.  The community and surrounding service area has a large number of low-income transit dependent riders serviced by the CCRTA. 
IV.       Recommendation 4 - It is noteworthy that paratransit demand has been increasing while fixed route demand has been declining.  This is a common circumstance and concern among transit agencies in Texas and throughout the US. As many other agencies have also done, the trend suggests a need for an overall examination of paratransit demand and policies intended to manage that demand. Paratransit ridership for CCRTA seems to be higher proportionally, when compared to the service area population of the peer group.  Given the costs of providing paratransit, this trend should be explored in greater depth to ascertain if there are factors in CCRTA’s service area which drive paratransit use higher or if there are policy differences with other areas that, if addressed, might assist CCRTA in managing paratransit demand.
Response 4 – CCRTA is aware of the increase in ridership for paratransit services.  For 2016 only 4 out of the 12 months had a drop in ridership as compared to 2015. But, in the latter part of 2016 paratransit ridership was starting to dip. 
CCRTA will further monitor the paratransit ridership trends for 2017 and reach out to other Texas paratransit agencies to collect data regarding their policies and practices.

CCRTA is already striving to conduct more outreach and travel training opportunities with groups from various school programs, assisted living centers and senior centers to promote fixed route services as an option to paratransit services.
V. Recommendation 5 - To ensure future audits are conducted only on completed and accepted National Transit Database reports (NTD) and audited financial records, it is recommended that CCRTA’s next Performance Audit, to be filed in 2021, focus on Fiscal Years 2016, 2017, 2018 and 2019.  While that will repeat the audit of 2016 activity, the action will ensure a review of accepted NTD reports and audited financial records for FY-2016 which were not available for this audit.  The same reports for FY-2019 will available with the performance review conducted in the latter part of 2020 and filed in early 2021. This move is within the statutory requirements and will assist CCRTA in terms of timing of the performance audit and the required filing date.
Response 5 – CCRTA will prepare the information for the 2020 Quadrennial Performance Audit with information for the years 2016, 2017, 2018 and 2019, so as to use completed NTD report data. 
Section 5 of the Quadrennial Performance report contains the audit that focused on internal controls and agency processes and makes recommendations to further secure CCRTA. The recommendations and the follow up responses were presented to the Board of Directors at the October 12th meeting of 2016. 
SECTION 5 
ADMINISTRATIVE AUDIT

RECOMMENDATIONS AND RESPONSES

VI. Recommendation 6 – Every organization has a “tone” towards ethical behavior, originating with its Board of Directors, trustees or owners. This tone sets the pattern and expected results for acceptable behaviors within the organization. Ethics training should be periodically considered for all Board members and a Code of Ethics established.
Response 6 – CCRTA revisited the current Ethic’s Policy with the Board of Directors at the March 2, 2016 Board Retreat. This type of training is conducted on an annual basis. 
VII. Recommendation 7 – Ethics training should occur periodically at all employee levels of the CCRTA. While this training does not assure the elimination of fraud or thefts, it reminds employees of the need for ethics in their behaviors at the CCRTA. 
Response 7 -, Mandatory ethics training for ALL employees, was held from September 12th – September 15th.The Ethics Training was conducted by Dr. Ben Blanco. 

VIII. Recommendation 8 – Board members should receive periodic training on financial reporting, interpreting financial results and other financial issues affecting the CCRTA. This would include assessments of the functioning of internal controls reported by auditors and consultants. 
Response 8 – At the beginning of each new Board member’s tenure they receive information/training on the financial and operational aspects of the agency through Board Orientation Training. 

Also, the Board of Directors receive monthly information/presentations on the budget, financial statements and operational reports. Followed by monthly Board meetings where staff presents the financial and operational information and provides the opportunity for questions for clarification purposes. 
IX. Recommendation 9 -  Related party and conflict of interest disclosures are used in many organizations to assist boards and others to identify potential areas where individuals should not participate in decisions. Currently, on the Board is required to make these disclosures. Senior management should also do this annually for Board review, identifying business interests or other employment that could conflict with arms-length transactions. 
Response 9 – CCRTA has published a Financial Transparency page on the website that includes all financial and business endeavors conducted by the CCRTA including but not limited to Conflicts of Interest.
X. Recommendation 10 – A fraud “hotline” or other anonymous reporting method should be established for the CCRTA. 
Response 10 – The fraud “hotline” was implemented in July of 2016. It is available 24/7. The information for the fraud hotline was published in the employee’s newsletter and inserted in paycheck envelopes/emails. The number is listed as 361-903-3456. 

XI.     Recommendation 11 – The CCRTA should evaluate a portion of its internal controls each year. This would include documenting the controls, and then testing the effectiveness of the controls through the use of outside professionals.  All internal controls would not be tested at once, but rotated during a series of years to provide continuous improvement and effectiveness. 

Response 11 – On an annual basis the CCRTA is required to have an independent audit performed on the financial statements, which test the various internal controls in place. 
On a triennial basis the Federal Transit Administration performs their review of the various aspects of the CCRTA operational and financial system.

On a Quadrennial basis, the State of Texas under the Texas Transportation Code, requires a performance review that reviews on an alternating basis the Administration, Transit Operations or Transit Authority System Maintenance areas, along with a review of the authority’s compliance with applicable state law, and numerous performance indicators. 
XII.    Recommendation 12 – While internal controls associated with establishing vendors have been strengthened as a result of the recent fraud, immediate and additional consideration should be given to correcting all vendor information, including complete names, addresses and federal identification numbers. Current duplications and incomplete information should be corrected within the purchasing system. Exceptions need to be identified and resolved. 
Response 12 – CCRTA has held Procurement training with all Department heads and Procurement functions have reorganized. The Purchase Card amounts have been lowered and limited. Also, purchase authorizations have been reduced. All vendors must register or re-register with the CCRTA to conduct business with the CCRTA. Vendor applications have been implemented through the B2-G independent software system and the Finance Department must review the applications. 
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