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YEAR-END REPORT

ACTION: RECEIVE AND FILE

RECOMMENDATION

RECEIVE AND FILE the Management Audit Services FY 2026 Fourth Quarter and Cumulative year-
end report.

ISSUE

Management Audit Services (MAS) is required to provide a quarterly activity report to the Board that
presents information on audits that have been completed or are in progress, including information
related to audit follow-up activities. The FY 2026 fourth quarter report covers the period from April 1,
2026, to June 30, 2026, and the cumulative FY 2026 year-end for the period from July 1, 2025,
through June 30, 2026.

BACKGROUND

MAS provides audit services in support of Metro’s ability to provide responsive, accountable, and
trustworthy governance. The department performs internal and external audits. Internal audits
evaluate the processes and controls within the agency, while external audits analyze contractors,
cities, and/or non-profit organizations that are recipients of Metro funds. The department delivers
management audit services through functional groups: Performance Audit; Contract, Financial and
Compliance Audit; and Administration and Policy, which includes audit support functions.
Performance Audit is mainly responsible for internal audits related to Operations, Finance and
Administration, Planning and Development, Program Management, Information Technology,
Communications, Risk, Safety and Asset Management including the Chief Executive Office, and
other internal areas. Contract, Financial, and Compliance Audit is primarily responsible for external
audits in Planning, Program Management, and Vendor/Contract Management.  MAS’ functional units
provide assurance to the public that internal processes and programs are being managed efficiently,
effectively, economically, ethically, and equitably; and that desired outcomes are being achieved. This
assurance is provided by MAS’ functional units conducting audits of program effectiveness, economy
and efficiency, internal controls, and compliance.  Administration and Policy is responsible for
administration, quality assurance, financial management, including audit support, audit follow-up, and
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resolution tracking.

DISCUSSION

The following table summarizes MAS activity for FY 2026 fourth quarter and FY 2026 year ending
June 30, 2026:

*Note: MAS performs audit follow-up for the Office of Inspector General (OIG).

The FY 2026 Fourth Quarter and Cumulative Year-End Report is included as Attachment A.

DETERMINATION OF SAFETY IMPACT

There are no known safety impacts or concerns from audit services conducted during this period.

EQUITY PLATFORM

Management Audit Services’ quarterly audit activities provide an additional level of review and
assessment to identify potential equity impacts from Metro’s work and performance. For example,
performance audits are selected with consideration of social, governance, environmental, and other
relevant risks. In addition, audits of public-facing programs include discussions with program
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sponsors about how they incorporate equity into their program management. There are no known
equity impacts or concerns from audit services conducted during this period.

VEHICLE MILES TRAVELED OUTCOME

VMT and VMT per capita in Los Angeles County are lower than national averages, the lowest in the
SCAG region, and on the lower end of VMT per capita statewide, with these declining VMT trends
due in part to Metro’s significant investment in rail and bus transit.* Metro’s Board-adopted VMT
reduction targets align with California’s statewide climate goals, including achieving carbon neutrality
by 2045. To ensure continued progress, all Board items are assessed for their potential impact on
VMT.

While this item does not directly encourage taking transit, sharing a ride, or using active
transportation, it is a vital part of Metro operations, as it provides information on audits in support of
Metro’s various projects and programs. Because the Metro Board has adopted an agency-wide VMT
Reduction Target, and this item generally supports the overall function of the agency, this item is
consistent with the goals of reducing VMT.

*Based on population estimates from the United States Census and VMT estimates from Caltrans’ Highway Performance
Monitoring System (HPMS) data between 2001-2019.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

Management Audit Services FY 2026 Fourth Quarter and Cumulative Year-End Report supports
Metro’s Vision 2028 Goal #5: Provide responsive, accountable, and trustworthy governance within
the Metro organization.

NEXT STEPS

Management Audit Services will continue to report audit activity throughout the current fiscal year.

ATTACHMENT

Attachment A - FY 2026 Fourth Quarter and Cumulative Year-End Report

Prepared by: Kimberly Houston, Deputy Chief Auditor, (213) 922-4720
Lauren Choi, Sr. Director, Audit, (213) 922-3926
Monica Del Toro, Senior Manager, Audit, (213) 922-7494
Yvette Suarez, Senior Manager, Audit, (213) 922-1096
Andre Wills, Manager, Audit, (213) 922-2816

Reviewed by: Sharon Gookin, Deputy Chief Executive Officer, (213) 418-3101
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Executive 
Summary

Performance 
Audits

Contract, Financial, 
& Compliance Audits

Financial and Compliance 
Audits of Metro

Audit Follow-Up 
and Resolution

FY 2026 Year-
End Activity

Summary of In-Progress Audit 
Activity
Management Audit Services (MAS) has 93 in-
progress projects as of June 30, 2026, which 
include 10 performance projects and 83
contract, financial and compliance audits. The 
in-progress performance projects are listed in 
Appendix A.

As of the reporting period, there are 13 open 
MAS audit recommendations and 35 open for 
the Office of the Inspector General (OIG).

Summary of Fourth Quarter 
Completed Audit Activity
MAS completed 18 audit projects. The 
projects are comprised of 5 contract, financial 
and compliance audits, and 13 financial and 
compliance audits of Metro issued by external 
Certified Public Accountant (CPA) firms.

The completed contract, financial and 
compliance audits are highlighted on page 5.
The other audits issued by external firms are
highlighted on page 6.

A summary of the open audit 
recommendations is included on page 7.

Agencywide
2%

Department of 
Public Safety

2%
Operations

17%

Planning and 
Development

70%

Program 
Management

9%

Summary of Audit Activity by Department
Reporting Period

April 1, 2026 – June 30, 2026

93 AUDIT PROJECTS IN PROGRESS

5 COMPLETED CONTRACT, 

FINANCIAL, AND COMPLIANCE 
AUDITS

13 FINANCIAL AND COMPLIANCE 

AUDITS ISSUED BY EXTERNAL FIRMS

48 OPEN AUDIT 

RECOMMENDATIONS
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Executive 
Summary

Performance 
Audits

Contract, Financial, 
& Compliance Audits

Financial and Compliance 
Audits of Metro

Audit Follow-Up 
and Resolution

FY 2026 Year-
End Activity

This section includes performance audits completed in accordance with Global Internal Audit 
Standards and Generally Accepted Government Auditing Standards, in addition to other types of 
projects performed by the Performance Audit team to support Metro. Other projects may include 
independent reviews, analyses, or assessments of select areas. All performance projects are intended 
to help support decision-making and promote organizational effectiveness.

More performance audit projects were carried over from FY26 to FY27 than in previous fiscal years. 
Contributing factors included key staff shortages, delays in receiving necessary documentation, 
complex data analysis requirements, additional information requests on projects already in the 
reporting phase, and the implementation of strengthened internal quality review procedures. In 
FY27, the Performance Audit team will focus on completing these carry-over projects to ensure their 
timely resolution. This will also position the team to begin work on the priority projects identified in 
the FY27 Annual Audit Plan.

Canceled Audits

Information Technology Governance Project

This project’s overall objective was to assess the effectiveness of Metro’s IT Governance, including 
whether established practices are functioning as intended and the adequacy of the IT Continuity of 
Operations Plan. The project was to be outsourced to a third-party subject matter expert, but initial 
procurement efforts were not successful. While checking in with Executive Management to confirm 
the project's next steps and timeline, MAS learned that the Office of the CEO had initiated a major 
internal review of information technology-related structures and processes, which would encompass 
a review of significant elements of IT Governance. After considering the duplicative nature of the 
proposed work and the best use of finite MAS resources, MAS made the decision to cancel the 
project. 
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FY 2026 Year-
End Activity

MAS staff completed 5 independent auditor reports on agreed-upon procedures for the following:

Project Reviewed 
Amount

Questioned 
and/or

Reprogrammed 
Amount

City of Downey - Lakewood Blvd. Improvement Project 
Phase 3C

$5,635,307 $1,367,106

City of Pasadena - Cordova Street Road Diet Project $4,204,433 $0

City of Burbank - Burbank Traveler Information and 
Wayfinding System Project

$286,659 $4,832

Reviewed and questioned costs were not identified for the following as these audits reviewed labor rates for pre-
award or indirect cost rates and/or Local Employment Program Compliance.

Alstom Transportation, Inc. N/A N/A

PQM, Inc. N/A N/A

Total Amount $10,126,399 $1,371,938

Contract, financial and compliance audits completed during FY 2026 are included in Appendix C.
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Summary
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Contract, Financial, 
& Compliance Audits

Financial and Compliance 
Audits of Metro

Audit Follow-Up 
and Resolution

FY 2026 Year-
End Activity

The following highlights financial and compliance audits of Metro completed by external CPA firms:

Consolidated Audits – Issued Various Dates

Access Services

MAS contracted with Simpson and Simpson, CPAs (Simpson) to conduct the financial and compliance 
audit of Access Services (Access) for the year ended June 30, 2025. The auditor found that their 
financial statements were presented fairly, in all material respects. The auditor also found that Access 
complied, in all material respects, with applicable compliance requirements. The audit identified one 
internal control finding related to an unsupported balancing entry in net assets, which the auditor 
attributed to inadequate and untimely reconciliation procedures and ineffective review and 
validation controls. To address this, the auditor recommended investigating the root cause of this 
journal entry, recording any necessary correcting entries, and designing and implementing a net asset 
roll forward reconciliation control as part of the standard financial closing process for each reporting 
fund. 

Low-Income Fare is Easy (LIFE) Eligibility

MAS contracted Simpson to assess the compliance of the International Institute of Los Angeles (IILA)
with the LIFE program’s eligibility verification requirements for the periods of July 1, 2024 through 
December 31, 2024 and January 1, 2025 through June 30, 2025. The auditor sampled 118 patrons 
from the LIFE program for both audits. Of these, 63 patrons responded for the first audit, and 59
patrons responded for the second audit. All were confirmed as meeting the program’s minimum 
income and other eligibility criteria. Simpson noted an improvement in the response rate for FY25 
compared to FY24. However, the auditor encountered challenges in contacting the remaining 
sampled patrons due to inaccurate contact information provided and was unable to verify eligibility. 
To address this, Simpson recommends implementing a process for patrons to update their contact 
information when clear inaccuracies are identified. This proactive measure will help maintain data
integrity and enhance communication during the verification process. The Metro Program Manager is 
working with the administrators to implement this recommendation. 

Business Interruption Fund

MAS contracted with BCA Watson Rice to conduct an audit of the Business Interruption Fund and 
Pacific Coast Regional Small Business Development Corporation’s (PCR) compliance with Metro’s 
Business Interruption Fund (BIF) Administrative Guidelines and Fund Disbursement Procedures for 
the fiscal year ended June 30, 2025.

The auditors found that PCR complied, in all material respects, with Metro’s BIF Administrative 
Guidelines and Fund Disbursement Procedures. The audit identified one Other Matter finding related 
to non-compliance caused by PCR’s inadvertent omission of a specific certification requirement 
related to breach and remedy provisions per the BIF Administrative. There is no known impact on the 
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program cost due to this non-compliance item, and this is the first year that this non-compliance item 
has been identified. 

Financial and Compliance Audits – Issued Various Dates 

MAS contracted with BCA Watson Rice to conduct financial and compliance audits for the year ended 
June 30, 2025, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States. The resulting reports include:

Propositions A&C Schedules of Revenues and Expenditures;
Measure R Schedule of Revenues and Expenditures;
Measure M Schedule of Revenues and Expenditures;
Gateway Center Financial Statements;

 Los Angeles Union Station Property Financial Statements; 
 PTSC-MTA Risk Management Authority (PRMA) Financial Statements;
 Regional Transit Access Pass (TAP) Service Center TAP Settlement and Clearing Accounts;
 ExpressLanes Fund Financial Statements; and
 ExpressLanes Pay-As-You-GO (PAYG) Fee Adjustment

The auditor found that the above financial statements were presented fairly, in all material respects, 
for the reporting period. The auditor also found that Regional TAP Services Center complied, in all 
material respects, with the compliance requirements described in the TAP Financial Position Rules. 
Finally, the auditor found that Metro complied, in all material respects, with Metro’s PAYG Fee Policy. 
There were no findings or recommendations issued as a result of these audits.  
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Audit Follow-Up 
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FY 2026 Year-
End Activity

The graphs below summarize the open audit recommendations as of June 30, 2026:

Details of open audit recommendations for MAS are included in Appendix D. Details of open audit 
recommendations for OIG are included in Appendix E.
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C L O S E D N E W C U R R E N T L Y  O P E N P A S T  D U E

MAS AND EXTERNAL AUDIT 
RECOMMENDATIONS
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OIG AUDIT RECOMMENDATIONS

Operations Chief People Office

Strategic Financial Management Department of Public Safety

Customer Experience Office

13 open 

recommendations

4 closed 

recommendations

35 open OIG 

recommendations

26 closed OIG

recommendations
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Cumulative FY 2026 Completed Audit Activity
As of the FY 2026 year-end, MAS completed 191 audit projects and closed 33 recommendations.  

Summary of Completed Projects

The completed audit projects comprise of:

Five (5) performance audits, which also include independent reviews, analysis, or assessments 
of select areas;
33 contract, financial, and compliance audits with an audit value amount of $1.14 billion, of 
which $7.5 million or 0.66% of identified unused funds that may be reprogrammed; and
153 financial and/or compliance audits issued by external auditors comprised mainly of legally 
mandated audits of the cities and County of Los Angeles.

Refer to Appendix B – Performance Audits Completed; and Appendix C – Contract, Financial and 
Compliance Audits Completed.

Audit Follow-up

MAS closed 33 open recommendations and 80 OIG recommendations during the fiscal year. 

Cumulative FY 2026 Audit Activity by Department

Agencywide
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Chief People Office
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Chief Safety 
Office

3%

Department of 
Public Safety
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Program 
Management

25%
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Department Highlights 

Quality Assurance Improvement Program

During FY26, MAS concluded its review of the updated Yellow Book standards. These standards 
contain guiding principles that enable effective internal auditing. This review supports MAS’ efforts to 
ensure quality is assessed at both an individual audit engagement level and an internal audit activity 
level. Additionally, the review facilitated the identification of required updates for the MAS’ Policy 
Manual, as well as the Board-approved Audit Charter.  

Following is a summary of the various activities to support improved performance, quality, and value-
added internal audit services: 

 Completed Activities  
o Task force preliminary review of the Yellow Book standards 
o Performed a comprehensive review and update of MAS’ Audit Charter 

 In-progress Activities 
o Internal Quality Self-Assessment for FY25 and FY26 underway: Assessment will 

evaluate MAS’ conformance against the updated standards 
 Upcoming Activities  

o Upon CEO review and Board approval of the Audit Charter, MAS will finalize its Policy 
Manual and procedures in TeamMate, the electronic work paper system, to ensure 
consistent procedures across MAS engagements 

Construction Audit Training 

To build internal capacity and strengthen internal knowledge, MAS contracted with RL Townsend & 
Associates to design and deliver live, targeted training in construction audit practices. This training 
was a key step toward equipping audit staff with the foundational knowledge, tools and practical 
techniques needed to conduct effective audits of construction projects. Strengthening this capability 
will enable MAS to better support management in monitoring project risks, evaluating controls, and 
identifying areas for improvement within the capital program.  

This training session focused on construction auditing and was tailored to Metro’s operational 
processes. The vendor delivered a customized and interactive course designed for audit professionals 
responsible for conducting effective construction audits. The course provided technical insight and 
practical audit techniques specific to this area, along with key industry terminology and relevant 
internal controls. Attendees earned continuing professional education (CPE) credits through sessions 
covering a wide range of technical topics. 
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Completed Annual: Performance Audits

2

5 Completed Performance audits

1. Eastside Access Improvement 
Project

2. Employee Health Care Benefits

3. Employee Pension Benefits

4. Gold Line Extension Phase 2B

5. SBE Certification Processes

Agency Representation

1

2

1

1

Program Management

Chief People Office

Program Management /
Operations

Deputy Chief Executive
Officer



Completed Q4 and Annual: Contract, Financial 
& Compliance Audits

3

$10.1M 
of funding reviewed 5 audit 

reports issued 
in Q4

33 audit 
reports issued 
in FY26
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In Progress: MAS Audit Activity by Area 

4

10 Performance 
audits in progress

83 Contract, 
Financial, and 
Compliance Audits 
in progress

Agency Representation

7

12

70

1 2 1
Operations

Program Management

Planning and Development

Deputy Chief Executive
Officer

Department of Public Safety

Strategic Financial
Management



In Progress: Performance Audits

No. Project Title Area Description Estimated Date 
of Completion

1 Project Grant Funding Planning and 
Development

Assess whether Metro is adequately allocating its resources to maximize funding identified and 
received. FY27 Q1

2 Purple (D-Line) 
Extension 1 (PDLE1)

Program 
Management

Evaluate the state of processes and planning for final-year activities (testing, certification, training, 
activation) of PDLE1 transit project prior to start of revenue operations. FY27 Q1

3 Safety Response to 
Reported Incidents

Department 
of Public 

Safety

Evaluate whether existing policies and procedures are adequate to ensure timely decision-making 
and effective deployment of resources in response to safety-related service requests from 
employees and the public.

FY27 Q1

5 Physical Security 
Monitoring Equipment

Department 
of Public 

Safety

Assess the adequacy of policies and procedures regarding video monitoring equipment at the 
agency. FY27 Q2

6 Measure M Subregional 
Program (MSP)

Planning and 
Development

Evaluate the effectiveness, implementation performance, and subregional project progress to 
ensure MSP is maximizing the program’s capacity and adhering to project schedule(s). FY27 Q2

7 Wayside Track 
Maintenance Operations Evaluate how Metro ensures that track maintenance complies with FTA State-of-Good-Repair 

requirements. FY27 Q2

8 Non-revenue Vehicles Operations Assess the availability and readiness of the non-revenue vehicle fleet for operational deployment 
and use. FY27 Q2

9 Real Estate Condition 
and Utilization

Planning and 
Development

Determine if Metro has a comprehensive inventory of its real estate and if its system accurately 
describes and monitors the current utilization of properties. FY27 Q3

4
Division 20 Portal 
Widening Turnback 
Facility

Program 
Management

Evaluate Metro’s project management processes for the Project to date, including managing and 
mitigating project risks. FY27 Q3

10 Bus Division Operations 
Efficiencies Operations Examine Metro’s Bus Divisions’ administrative operations and explore ways to build efficiencies 

into processes and utilize technology, including AI, to accomplish goals. FY27 Q4



Thank you!




