MIAMIDADE

Memorandum

Date: April 12,2012

To: Ysela Llort, Director
Miami-Dade Transit Department

From: Cathy J , Director
Audit and Management Services Department
Subject: Audit Report — Miami-Dade Transit Department
Charter County Transportation System Surtax Review
PURPOSE AND SCOPE

‘We reviewed the Miami-Dade Transit Department’s (Transit) use of the Charter County
Transportation System Surtax (Surtax) proceeds for the nine years ended September 30, 2011.
The purpose of the audit was to determine compliance with applicable legal and statutory
requirements, which included testing expenditures for propriety and assessing internal controls
over recordkeeping and financial reporting.

BACKGROUND

Program Overview

Miami-Dade County (County) imposed a one-half of one percent Transit Surtax on certain sales
transactions for use on transit and transportation-related projects, pursuant to Section 212.055(1),
Florida Statutes and the People’s Transportation Plan (PTP) approved by County
Ordinance 02-116. Of the proceeds received by the County, 20% is distributed on a pro-rata
basis to municipalities incorporated as of November 5, 2002, using population statistics.

Unlike municipalities, the County is not required to spend 20% of the Surtax proceeds on
transit-related projects or use 100% of the funds in the year received. Nonetheless, proceeds
may be used to develop, construct, equip, maintain, operate, or expand:

e County-wide bus systems,
e Fixed guide-way rapid transit systems, and,

e Roads and bridges in the County.

Surtax proceeds may also be used to secure bonds or pay debt service for such systems.
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Maintenance of Effort and Other County Support

Pursuant to Ordinance 02-116, the County is required to continue the same level of general fund
support, or Maintenance of Effort (MOE), as provided to Transit in Fiscal Year (FY) 2003 - an
amount no less than $111.8 million. The Citizens’ Independent Transportation Trust (CITT) and
the Board of County Commissioners (BCC) approved on April 27, 2005 and July 7, 2005,
respectively, a $150 million Line of Credit available through September 30, 2012, bearing
interest at 3% to support transit services. The BCC also raised the MOE to $123.2 million and
agreed to 3.5% annual increases thereafter, commencing in FY 2005 (Ordinance 05-148).
Further, the Local Option Gas Tax contributions were increased by 1.5% yearly. As of
September 30, 2011, the amount outstanding under the Line of Credit was $123.2 million
(Table I), with remaining principal and interest payments scheduled through FY 2017.

Table I
‘ Lme of Credlt Borrowm gs and Re pa ment Act1v1t

2006 2007 2009 2000 2011
Line of Credit Balance, Beginning of Year| $ 1522900000 | $ 47,808,000 | § 79,513,000 S 102355000 | $ 138062,000 | $131.906,000

OCIIT Advances 22,900,000 | 26,069,000 | 34,068,000 26,309,000 40,654,000 - -
(1,161,000 (2,363,000 (3,467,000)| _ (4,947,000) (6,156,000)| (8,741,000

Transit Repayment - Principal Only
Line of Credit Balance, End of Year $ 22,900,000 | $ 47,808,000 | $ 79,513,000 | § 102,355,000 | $ 138,062,000 | $ 131,906,000 | $123,165,000

Transit Debt Service Repayments:

Principal $ -|$ 1,161,000 | $§ 2,363,000 |$ 3,467,000 | § 4947000 | $ 6,156,000 | § 8,741,000
Interest - 687,000 1,434,000 2,385,000 3,071,000 4,142,000 3,957,000
Total $ -|$ 18480008 3797000 |8 5852,000 | $ 80180008 10,298,000 [ § 12,698,000

Source: Line of Credit Reinvestment Schedule and Miami-Dade County Financial Accounting Management Information System (FAMIS)

In FY 2009, the BCC and CITT approved legislation requiring annual deposits equal to 10% of
the County’s annual share of Surtax proceeds, net of debt service payments, to the Capital
Expansion Reserve Fund. Monies in this Fund are dedicated to expanding the transit system.
See Schedule I for Transit financial data.

Reported Uses of Surtax Funds

Between January 1, 2003 and September 30, 2011, the Office of the Citizens’ Independent
Transportation Trust (OCITT) disbursed $1.01 billion to Transit, of which 79% was used to
enhance transit services (Table II and Figure 1). Another $308 million was disbursed to
municipalities (Exhibits I and I-A).

Table 11

Surtax Proceeds and Uses
Fisenl Year Ended September 30,

Descrlption | aos ] seer [ sees f seee [ soon. ] Taoos [ seos T dolo ] son

Surtax Proceeds 70,980,000 | $ 28295270 | $ 118,150,919 | $ 118,079,609 | § 152,597,701 | $ 121,057,233 | $ 125,165,639 | $ 147,178,842 { $ 130,548,601 [ $1,012.053 814

Reported Uses:
Operntions/Mnintenance Charges 20,639,558 | $ 60,929,733 | $ 85,191,382 | § 99,198,418 | $ 106,787,637 | $ 103,593,805 | § 98,435,941 | $ 120,369,982 | $ 101,335,000 | § 796,481,456

Debt Service (Schedule I) - - 10,067,078 16,220,309 20,091,294 15404405 25,355,042 25,417,780 27,535,860 140,091,768
Capital Expenditures 47,568,982 (34,795,244) 20,930,988 992,163 24,058,489 493,267 - - - 59,248,645
OCITT Administrative Costs 2,771.460 2,160,781 1,961,471 1,668,719 1,660,281 1,565,756 1,374,656 1,391,080 1,677,741 16,231,945

70,980,000 | $_ 28,295,270 | $ 118,150,919 | $ 118,079,609 | $ 152,597,701 | $ 121,057,233 | § 125,165,639 | § 147,178,842 | $ 130,548,601 | $1,012,053 814

Source: FAMIS and OCITT
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Additionally, Transit received $853.8 million in net bond and loan proceeds (Table III). The
monies were used mainly for the MIC-Earlington Heights/Airport Connector, bus purchases,
Metrorail/mover vehicle rehabilitation, and fare collection system replacement (Figure 2 and
Schedule IIT). Approximately 14% in Surtax monies were used for debt service requirements.

Table IT1
Capital Projects Funding Summar
Fiscal Year Ended September 30,
Deseription. woos | oss | soss | oo o | e | aore 2011 Total
Receipts by Funding Source:'
Bond Proceeds $ -8 - | $ 130,000,000 | $ - | $ 140,000,000 | $ 179,060,766 | $ 158,263,555 { § 16,916,523 | § 624,240,344
Bond Anticipation Notes, Series 2011 - - - - - 99,691,000 99,691,000
Sunshine State Governmental Loan (2004) 97,140,000 - - - 1,440,570 - 98,580,570
Penske Truck Leasing/GE Equipment Loan 22,707,000 - - - - - - - 22,707,000
Interest Earnings 60,663 717,993 2,140,248 1,661,596 1,142,115 876,930 991307 979,162 8,570,014
119,907,663 717,993 132,140,248 1,661,596 142,582,685 179,937,696 159,254,862 117,586,685 853,789428
Surlax Praceeds (12,694,738) 23,644,921 1,721,770 24,058,490 493,267 - - - 33,780,170
Total Receipts 107,212,925 24,362,914 130,418,478 25,720,086 143,075,952 179,937,696 159,254,862 117,586,685 887,569,598
Capital Expenditures by Funding Source:”
Bond Proceeds - - 88,934,177 67,511,387 81,419,009 105,769,605 141,871,918 81,859,190 567,365,286
Bond Anticipation Notes, Series 2011 - - - - - - - 80,514,737 80,514,737
Sunshine State Governmental Loan (2004) 10,367,986 14,308,772 29,760,346 23,440,957 2,161,237 (5,156) 76,645 - 80,110,787
Penske Truck Leasing/GE Equipment Loan - 22,701,318 - - - - - - 22,701318
Suriax Praceeds 250 20,930,738 (7,583.599) 952,074 (350,754)! (22,559) - - 13,926,150
Total Expenditures 10,368,236+ 57,940,828 111,110,924 91904418 83,229,492 105,741,890 141,948,563 162373927 764,618278
Excess Receipts/(Expenditures) $ 96,344,689 | § (33,577914)| $ 19307,554 | $ (66,184332)| $ 59,846,460 [ § 74,195806 [ $ 17,306,299 | § (44,787242)| § 122951320

Source: FAMIS - Fund 414, and Transit Audited Financial Statements
' Amounts are net of issuance costs and other fees, as applicable.
? See Schedules 11, II-A, and TH-B for detail listing of project expenditures,

SUMMARY RESULTS

In summary, Transit expended the $1.01 billion in Surtax Proceeds to enhance services, fund
capital projects, and pay debt service associated with the expansion of the bus and rail systems.
In addition, the County met MOE obligations in all years except FYs 2010 and 2011, due to
clerical errors. The Capital Expansion Reserve Fund deposits in FYs 2010 and 2011 were also
miscalculated, resulting in a net overage of $419,631. These errors should be resolved within
90 days to ensure ongoing compliance. These and other findings are more fully discussed in the
remainder of this report.
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We appreciate the courtesies and assistance extended to our staff during the audit process. We
have reviewed Transit’s responses incorporated herein, and are pleased with the corrective
actions planned to address our concerns. We now consider the audit closed. Please contact
Jacqueline Williams, Audit Manager, at 305-349-6100, if you have any questions.

FINDINGS AND RECOMMENDATIONS

General Fund Support/Capital Expansion Reserve Requirements

In FY 2005, the BCC adjusted the MOE contribution from $111.8 million to $123.2 million and
required 3.5% annual increases thereafter. Our review disclosed that required annual
contributions were made in all years except FYs 2010 and 2011, due to a 2010 computation error
(Table IV). The error impacts each succeeding year’s calculation until corrected.

Table 1V

MOE and Capital Expansion Reserve Analysis
Description 2010 2011 Total

MOE Requirement
Prior Year MOE (inclusive of the annual 3.5% increase) | $141,341,555 | § 146,288,509
Required Increase 4,946,954 5,120,098
MOE Requirement 146,288,509 151,408,607
County Contribution 146,228,000 151,345,000
Unfunded Amounts $ 60,509 | § 63,607 | $ 124,116
Capital Expansion Reserve Requirement
Minimum Required $ 10,933,798 | § 11,571,427
Deposit Amount 11,464,185 11,460,671
(Over)/Under Funded Amounts $§  (530,387)| § 110,756 | $(419,631)

Source: FAMIS, Transit Audited Financial Statements, and County Adopted Budgets

The capital expansion reserve amounts deposited for FYs 2010 and 2011 were also
miscalculated, resulting in an overage of $419,631. Resolution R-222-09 requires at least 10%
of the County’s annual share of Surtax funds, after deducting debt service amounts, be set-aside
to further expand the transit system.

Recommendation

The identified errors should be verified and resolved within 90 days.

Auditee Response:

Transit concurs and will work with OCITT and Office of Management and
Budget to resolve this issue within 90 days.



|
Audit Report — Miami-Dade Transit Department

Charter County Transportation System Surtax Review

Page 5

Administrative Costs

Ordinance 02-116 limits administrative charges to 5% of County Surtax receipts. While our
analysis disclosed no exceptions, recent compliance monitoring was not evident by either Transit
or OCITT staff. |

Recommendation

Administrative costs claimed by the County should be monitored for compliance
by Transit Financial Services Division and/or OCITT.

Aunditee Response.

Transit concurs and its Budget Section will monitor administrative charges to
ensure compliance with Ordinance 02-116.

Capital Asset Impairments

For the eight years ended September 30, 2011, Transit expended $80.1 million for three planned
heavy rail/bus corridor construction projects, of which $56.3 million was capitalized mainly for
planning, design, engineering, and other consulting services (Table V). Due to suspension of
Federal grants and other funding shortfalls, these projects have been deferred indefinitely, and
thus Management should consider adjusting these costs.

Table V
Impaired Project Costs

—
Project Description FYs 2004-11 As 0£9/30/11

North Corridor $ 50,169,608 | $ 42,148,402
East-West Corridor 16,686,490 14,173,171
Extension to Florida City 13,273,525 -
' $ 80,129,623 | $ 56,321,573

Source: FAMIS - Fund 414 and Construction Work-In Progress Summary Schedule

Recommendation

Consider writing off, or reporting at the lower of cost or fair value, costs
previously capitalized for projects unlikely to be completed within the next five
years.
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Auditee Response:

Transit concurs and will review and consider writing off, or reporting at the
lower of cost or fair value, costs previously capitalized for projects unlikely to be
completed within the next five years.

Bus Acquisitions

During FYs 2003 and 2004, Transit acquired 70 North American Bus Industries Optare mini-
buses for $18.2 million, including 48 funded with Surtax proceeds of $9.9 million. The buses
were purchased to expand service routes as part of the PTP, and generally have a useful life in
excess of 12 years. However, in FYs 2008 and 2010, the vehicles were removed from service
due to high mechanical failures and maintenance costs. In May 2011, the buses, except one that
was scrapped, were sold for $94,432.

Recommendation

Prospectively, greater planning and due diligence should have been exercised.

Auditee Response:

Transit concurs that in fiscal years 2003 and 2004 greater planning and due
diligence should have been exercised in the purchasing of the Optare mini-buses,
although they were purchased using a State of Florida contract. However,
subsequent to the purchase of Optare buses in 2004, greater planning and due
diligence has been and will continue to be exercised in the purchasing of buses
and other goods and services.

Recordkeeping and Accounting

Prior to April 2009, OCITT disbursed Transit’s share of Surtax monies on a reimbursement
basis. Transit was required to submit billing memorandums, which itemized claimed costs,
along with the supporting documentation. OCITT reimbursed claimed costs after verifying
cligibility, reasonableness, and adequacy of the supporting documentation. Our review of
claimed expenditures (Schedule II) disclosed the following:

e Transit staff was unable to readily provide documentation supporting claimed costs.
e Billing memorandums contained computational and other errors. Certain errors could have

been readily corrected on Billing Memorandums before submission to OCITT, had there
been a review by a person other than the preparer.



Audit Report — Miami-Dade Transit Department
Charter County Transportation System Surtax Review
Page 7

e Transit claimed $57.8 million for bus purchases (Schedule II), although FAMIS project
expenditures reflect $19.8 million in Surtax-related funds (Schedule III-A and III-B).
Apparently, Sunshine State Governmental Financing Commission Loan (2004) monies and
other funds were also used to fund these purchases; however, project accounts were not
subsequently adjusted.

o Project expenditures for Bonds, Surtax Funds, and other accounts sometimes reflected
negative balances resulting from corrections of prior year(s) accounting errors
(Schedule I11-A and 11I-B). Due to staff turnover, explanations were not readily apparent and
required extensive staff research.

e Over $397 million was reimbursed Transit for enhanced Metrobus and Metrorail services,
using a cost-per-mile factor. Reimbursable expenditures were calculated using the increase
in Metrobus and Metrorail revenue miles incurred during the year. The cost allocation
process was intricate, yet not supported by a formal cost-allocation plan.

e Metrobus revenue miles used for OCITT and FTA are derived from planned miles data
recorded in the Transit Operations System (TOS), adjusted for service impacts such as
changes in routes and buses removed for service. These service interruptions are processed
by Dispatchers and manually entered into TOS and the Computer-Aided Dispatch/Automated
Vehicle Location System (CAD/AVL). Our review disclosed that FY 2010 Scheduled
Revenue Miles recorded in TOS for interline bus route segments (routes completed by a bus
from another route) were duplicated when transferred from Trapeze, the transit scheduling
software. These duplications went undetected by staff, and reported discrepancies could not
be readily explained. In other instances, service interruptions recorded in TOS were not in
CAD/AVL, and vice-versa. Further, service miles were not decreased for buses that failed to
leave the garage due to mechanical failure.

Recommendation

e Records supporting claimed expenditures should be maintained and readily
available for inspection.

e Staff must exercise greater due diligence to ensure the accuracy of journal
entries, reported amounts, and proper accounting. Also, there should be a
clear audit trail substantiating journal entries, especially those representing
corrections of prior errors.

e Finance and Accounting positions should be filled with individuals possessing
the requisite knowledge and skills to adequately discharge their
responsibilities.
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e Prospectively, Service Planning and Scheduling staff should periodically
review Scheduled Revenue Miles in TOS to ensure accuracy. Integrating both
systems to allow for parallel communications would eliminate errors and
simplify National Transit Database reporting requirements.

Auditee Response:

Transit concurs and will ensure that records supporting claimed expenditures are
readily available for review and that staff exercises greater due diligence in
assuring the accuracy of journal entries, reported amounts, and proper
accounting.  Also, we will work to ensure there are clear audit trails
substantiating journal entries, especially those representing corrections of prior
errors.

Additionally, Transit agrees that Service Planning and scheduling staff should
periodically review Scheduled Revenue Miles in TOS to ensure accuracy. It
should be noted that Requests for Proposals for replacement of both systems have
been advertised and we have received responses for TOS and expect to receive
responses for CAD/AVL later this month. The new systems perform automated
interfaces between TRAPEZE scheduling, TOS, and CAD/AVL which will
eliminate the need for manual entries. The scheduled implementation dates for
the TOS and CAD/AVL are June 4, 2014 and June 19, 2014 respectively.

Five Year Implementation Plan

As prescribed by Ordinance 10-53, the BCC approved the initial CITT Five Year
Implementation Plan in July 2011. The Plan includes narratives and financial information to
measure progress for PTP projects. Certain reported expenditures could not be verified to
FAMIS, raising questions regarding the accuracy of reported data.

Recommendation

Prospectively, OCITT and Transit should exercise greater due diligence in
ensuring the accuracy of reported data.
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Auditee Response: .

Transit concurs and will work closer with OCITT to ensure that greater due diligence is
exercised to ensure the accuracy of reported data.

Clied
Attachments

¢: Honorable Harvey A. Ruvin, Clerk of the Courts
Robert A. Cuevas, Jr., County Attorney
Alina T. Hudak, Deputy Mayor/County Manager
Edward Marquez, Deputy Mayot/Director, Finance Department
Jennifer Moon, Director, Office of Management and Budget
Chatles D. Scurr, Executive Director, Office of the Citizens’ Independent
Transportation Trust
Charles Anderson, Commission Auditor
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