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EXECUTIVE SUMMARY

As per City Council directive, a motion was made at the August 17, 2020 City Council meeting
requesting a review of the overtime earned and compensatory time accrued by Transit employees
during fiscal year 2020. To provide some background, the City of Laredo contracted with First
Transit, Inc. as an independent contractor to furnish management services of the City’s Transit
System beginning February 1, 2011 for an initial five (5) year term with an option to renew for
an additional five (5) years. Under the current management agreement, First Transit is
responsible for employee selection and training, as well as labor negotiations through a
Collective Bargaining Agreement (CBA) between Laredo Transit Management (EI Metro) and
Teamsters Local 657. A summary of the audit objectives, results and recommendations follows.

The objective of this audit was to review the overtime earned and compensatory time (if
applicable) accrued by Transit employees in fiscal year 2020 and to determine if Transit had
stayed within their allotted overtime budget during the COVID-19 pandemic time period.

In discussions with Transit management, it was confirmed to us that only overtime is paid out to
employees, and compensatory time is not accrued by Transit staff. From our review of FY 2020
overtime earned to date, we determined that:

e There has been an overall fiscal year to date increase of $364,596.20 in total overtime
expenditures from FY 2019 to FY 2020, which represents a sixty-five (65%) percent
increase. Focusing in on the COVID-19 related months which would consist of March
2020 through September 2020 (month-to-date as of the issuance of this report) and
comparing with the same time period last fiscal year (2019), there was an overall
overtime expenditure increase of $150,288.22; and,

e That no original adopted budget was submitted and/or approved for any overtime line
items in FY 2020.

Based off of the audit results noted, we recommended the following:

e That a detailed analysis of all authorized overtime be required to determine the specific
composition and cause for overtime, i.e. contract related benefit (annual leave, sick leave,
floating days, holiday overtime, etc.) or COVID-19 related items; and,

e A review for forecasted overtime needs be implemented in order to provide assurance
that appropriate funding levels have been budgeted for in the appropriate line items for
the upcoming fiscal year.

Transit Department’s response to this audit can be found under Appendix A on page 5.



A more extensive report of all the audit results and recommendations can be found in the
following report.



INTRODUCTION

As per City Council directive, a motion was made at the August 17, 2020 City Council meeting
requesting a review of the overtime earned and compensatory time accrued by Transit employees
during fiscal year 2020. To provide some background, the City of Laredo contracted with First
Transit, Inc. as an independent contractor to furnish management services of the City’s Transit System
beginning February 1, 2011 for an initial five (5) year term with an option to renew for an additional
five (5) years. Under the current management agreement, First Transit is responsible for employee
selection and training, as well as labor negotiations through a Collective Bargaining Agreement (CBA)
between Laredo Transit Management (El Metro) and Teamsters Local 657.

AUDIT OBJECTIVES

The objective of this audit was to review the overtime earned and compensatory time (if applicable)
accrued by Transit employees in fiscal year 2020 and to determine if Transit had stayed within their
allotted overtime budget during the COVID-19 pandemic time period.

AUDIT SCOPE AND METHODOLOGY

The time period reviewed consisted of Laredo Transit Management’s fiscal year 2020 payroll pay
periods which encompassed September 23, 2019 through September 20, 2020. In order to achieve the
audit objectives, we:

e Conducted interviews of Transit Management staff;
e Obtained an understanding of the current Management Agreement between the City of Laredo and
First Transit, Inc.;
e Obtained an understanding of the current Collective Bargaining Agreement (CBA) (for reference
purposes only);
e Obtained Transit’s annual operating (line item) budget for Fiscal Years 2020 and 2021;
e Conducted a review of the following audit support documents to assess overtime earned and/or
compensatory time accrued (if applicable):
o0 I-Series System generated General Ledger (G/L) reports on overtime expenditures for fiscal
years 2019 and 2020 for the following Transit Divisions: Transit Center — Building
Grounds (5430), Transit Center Facility (5450), Operations — Fixed Route (5811),
Operations — Para-Transit (5812), Maintenance — Fixed Route (5813), Maintenance — Para-
Transit (5814), Training & Safety (5815), Pilot Urban Circulator (5816), Building /
Grounds (5830), Bus Stops / Shelters (5831), and General Administration (5860);
o0 |-Series System generated Hours History Detail reports of Overtime and Holiday Worked
Overtime for the time period of September 23, 2019 through September 20, 2020 for
Division #s: 5430, 5450, 5811, 5812, 5813, 5814, 5815, 5816, 5830, 5831 and 5860;
o0 I-Series System generated Payroll Distribution History reports for all check dates from
October 11, 2019 through September 25, 2020 for Division #s: 5430, 5450, 5811, 5812,
5813, 5814, 5815, 5816, 5830, 5831 and 5860; and,



o0 I-Series System generated Hours History Detail on any “Compensatory Time Earned”

under the Laredo Transit Management, Inc. during the time period of September 23, 2019
through September 20, 2020.

We conducted this audit from August 2020 to September 2020 in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to obtain

sufficient, appropriate evidence to provide a reasonable basis for our audit results and conclusions
based on our audit objectives.



AUDIT RESULTS & RECOMMENDATIONS

TRANSIT DEPARTMENT:

In discussions with Transit management, it was confirmed to us that only overtime is paid out to
employees, and compensatory time is not accrued by Transit staff. It was explained to us that since the
majority of Transit’s employees are governed by a CBA, there are contract benefits that can lead to
overtime being earned. For example, annual leave, sick leave and floating days (personal days) taken
affect overtime because another employee has to fill in for the employee that is out on leave; always
keeping in mind that service must continue.

In addition to any CBA contract benefits affecting overtime, the COVID-19 pandemic created an
increased need for overtime due to additional responsibilities dictated by COVID-19 social distancing
and cleaning requirements. Transit management explained that all buses must be cleaned upon
returning to the Transit Center after each route, and at the end of the day each bus receives a detailed
cleaning upon its return to the Scott Street Facility. The Transit Center Facility is being cleaned more
frequently to maintain high touch areas clean for the safety of the customers. Additionally, Transit
staff had to place signage for and wrap seats as well as install guard rails and plexiglass for drivers in
order to maintain social distancing requirements. On the maintenance side, COVID-19 created
additional expenses in air conditioning repairs and filter replacements on buses with the requirement

that the buses run with the windows open and air conditioning on. The table below is reflective of
Transit’s overtime expenditures for the current fiscal year to date (September 23, 2019 through

September 20, 2020).

FY 2020 | FY 2020 | FY(2020)-T-D Variance
Original | Amended Overtime (Budget to
Division Name Budget* | Budget* Actuals* Actuals)

Transit Center — Building Grounds
(Division 5430) $0 $17,180 $17,240.92 ($60.92)
Transit Center Facility (Division
5450 $0 $0 $0 $0
Operations — Fixed Route (Division
5811) $0 | $430,000 $614,740.75 | ($184,740.75)
Operations — Para-Transit (Division
5812) $0 $0 $85,851.27 | ($85,851.27)
Maintenance — Fixed Route (Division
5813) $0 $50,000 $141,499.27 | ($91,499.27)
Maintenance — Para-Transit (Division
5814) $0 $6,000 $22,058.91 | ($16,058.91)
Training & Safety (Division 5815) $0 $0 $0 $0
Pilot Urban Circulator (Division
5816) $0 $0 $0 $0
Building / Grounds (Division 5830) $0 $8,228 $33,093.07 | ($24,865.07)
Bus Stops / Shelters (Division 5831) $0 $0 $5,171.45 ($5,171.45)
General Administration (Division
5860) $0 $2,500 $3,901.75 ($1,401.75)

Total $0 | $513,908 $923,557.39 | ($409,649.39)

*Data obtained from the City’s I-Series System General Ledger.




Finding #1

In analyzing the overtime earned fiscal year to date by Transit staff in FY 2020, there has been an
overall increase of $364,596.20 in total overtime expenditures from FY 2019 to FY 2020, which
represents a sixty-five (65%) percent increase. Focusing in on the COVID-19 related months which
would consist of March 2020 through September 2020 (month-to-date as of the issuance of this report)
and comparing with the same time period last fiscal year (2019), there was an overall overtime
expenditure increase of $150,288.22.

Recommendation(s)

In order to determine the composition of the total overtime expenditure increase from FY 2019 to FY
2020, we would recommend an analysis of all authorized overtime be required to determine the cause
for overtime, i.e. contract related benefit (annual leave, sick leave, floating days, holiday overtime,
etc.) or COVID-19 related items. Subsequently, each cause would need to be further analyzed in
conjunction with bus routes and maintenance schedules to determine the adequate level of staffing in
an effort to minimize future overtime expenditures.

Finding #2

In our assessment of whether or not Transit has stayed within their allocated overtime budget in FY
2020, we determined that no original adopted budget was submitted and/or approved for any overtime
line items. Subsequently, budget transfers have been made periodically to cover some of the actual
expenditures that have posted to each of the overtime line items; however, the full amount of overtime
expenditures have not been covered with a corresponding budget transfer as can be seen in the table
above under the “variance” column.

Recommendation(s)

It is recommended that during the annual budget process, a review for forecasted overtime needs be
implemented in order to provide assurance that appropriate funding levels have been budgeted for in
the appropriate line items for the upcoming fiscal year. Additionally, this is done in an effort to plan
for where operational expenditures are needed based off of historical data and CBA obligated increases
and to minimize the amount of transfers of funding between line items.

CONCLUSION

Based off of the actual overall overtime posted to the G/L for fiscal year to date 2020, a further
analysis to determine the cause(s) for increased overtime is merited. Additionally, we would
recommend evaluating the further use of project codes as a tracking mechanism for the different types
of overtime that can be worked (i.e. contract related benefits, COVID-19, special events, etc.) making
it easier to analyze data and pinpoint applicable causes.
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APPENDIX B
INTERNAL AUDIT STAFF ACKNOWLEDGMENT

Veronica Urbano-Baeza, Internal Auditor

Elia Y. Rodriguez, Auditor Il
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