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February 9, 2011 
 
 
 
Mr. Andrew Greene, Esq. 
Johnston Greene LLC 
542 S. Dearborn Street 
Suite 1100 
Chicago, IL  60605 
 
We submit our report of risk assessment and internal controls evaluation for Metra – Commuter Rail 
Division of the Regional Transportation Authority (“Metra”).  We were engaged by your firm, Johnston Greene 
LLC (“Counsel”), counsel to the Board of Directors (“Board”) at Metra, to perform consulting services with 
respect to the risk assessment and internal controls evaluation of the administrative and financial controls 
environment. 
 
Our findings, recommendations and best practice suggestions are presented in the attached report.  We would 
like to acknowledge the time and cooperation of Counsel, the Board and Metra’s senior leadership and their 
staff who assisted us during our engagement.  We would welcome the opportunity to perform any additional 
analyses you consider necessary. 
 
Our procedures did not include a complete evaluation of the operating effectiveness of Metra’s internal 
controls.  Our findings, recommendations and best practice suggestions only relate to the items specified in 
the project scope section of this report.  Other matters of possible interest to you might not be specifically 
addressed, and the results obtained from our engagement should not be the sole basis for your analysis of 
Metra’s internal controls.  Our engagement was not designed and cannot be relied upon to disclose errors, 
fraud or illegal acts that might exist.  Consequently, we make no representation regarding the sufficiency of 
the procedures performed.  Further, this report should not supplant the additional procedures that should be 
undertaken in your evaluation of internal controls. 
 
Our services consisted of consulting services, and do not constitute an audit, examination, review or 
compilation of historical financial information conducted in accordance with generally accepted auditing 
standards or with other standards established by the American Institute of Certified Public Accountants 
(AICPA).  Accordingly, we are unable to express an opinion or any other form of assurance with respect to any 
historical financial information.  
 
 
 
 
 
 
Blackman Kallick, LLP 
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Executive Summary 
 
Engagement 
 
Blackman Kallick, LLP (“Blackman”) was engaged by Counsel to the Board to perform a risk assessment and 
internal controls evaluation of the administrative and financial control environment.  Blackman’s engagement 
included, but was not limited to, the following areas: 
 

 Safeguarding of assets 
 Controls that impact FTA funding sources 
 Controls over cash processes 
 General cash applications, cash disbursements, and cash transfers 
 Account reconciliation processes 
 Other significant control areas 

 
Blackman undertook this engagement in a phased approach.  Phase I was to understand the administrative 
and financial control environment and develop a foundation for our work prospectively.  Our goal was to 
narrow down, from a large population, the key areas that could be targeted for testing and analysis in Phase II 
of our engagement.  Areas for evaluation were selected using a risk-based approach. 
 
During Phase I, Blackman met with more than twenty (20) of Metra’s top professionals in accounting, finance 
and management, as well as selected members of the Board.  These interviews were critical in establishing the 
basis for developing our engagement.  We evaluated a voluminous amount of historical and contemporaneous 
data.   
 
In order to make this internal control evaluation project effective, we needed Metra’s senior leadership to be 
fully engaged and attuned to the objectives of our engagement.  The approach adopted by the Board to 
support Blackman in implementing action steps necessary to drive the engagement forward was both 
aggressive and comprehensive, and is indicative of the efforts by the Board to establish a strong tone at the 
top.   
 
Tone at the top is best described as the behaviors that reflect management’s integrity and commitment to 
ethical values.  The tone at the top is set by senior leadership and Board and influences the ethical 
environment.  During 2010, certain actions which were initiated by the former Executive Director were 
discovered.  These actions were determined to be at odds with Metra’s established policies and procedures.  
The Board has begun to implement centralized processes and procedures to provide additional oversight and 
monitoring to minimize future management override and maximize integrity and commitment to ethical 
values at Metra.   
  
Our initial risk-based approach entailed gathering data and making targeted inquiries throughout Metra.  Our 
initial evaluation identified six (6) areas that were deemed to require additional analysis: 

 Internal Audit Function 
 Operating and Capital Budgeting Process  
 Procurement (capital and operating) 
 Human Resources and Payroll 

 Hiring policies and procedures  
 Control over compensation adjustments (hourly and salaried employees) 
 Salary and hourly payroll processing and review 
 Employee compensation and benefits 

 Treasury and Accounts Payable 
 Cash disbursement authorization 

 Grants Management 



 

 
 

Metra Risk Assessment and Internal Controls Report  5  

  
 
 

Executive Summary (continued) 
 
These areas of concentration provide a framework for Metra to build best practices around its riskiest areas. 
 
We are aware of proactive steps that the Board has undertaken to address certain issues regarding targeted 
internal control processes during the pendency of our engagement (Appendix 9).  In order to streamline this 
engagement, Blackman has attempted to systematically address the issues at hand, as well as seek the 
cooperation of professionals assisting other service board entities with Metra-related issues.  To date, such 
cooperation has been minimal.   
 
Blackman’s Phase II detailed testing, analysis and procedures are addressed in the pages that follow.  Our 
evaluation is broken down into findings, recommendations and best practice suggestions. Based upon the 
Board’s mandate to impart best practices at Metra on a prospective basis, we are working closely with Counsel, 
the Board and Metra’s senior leadership and staff to develop and implement serviceable action plans. 
 
 
Statement of Findings 
 
Blackman was engaged by Counsel to the Board to address internal control deficiencies and risk management 
issues brought to light by the actions of the former Executive Director and from the procedures we have 
performed to date.  This report documents only findings and best practice suggestions. 
 
Through our evaluation and testing, we identified multiple areas where Metra has implemented, documented 
and maintained strong internal controls.  Based upon our procedures, certain controls in accounts payable, 
treasury, payroll, procurement, grants management, internal audit and human resources were found to 
function as designed. 
 
In brief, Blackman has identified areas for improvements in internal controls, opportunities for best practices 
to be implemented, and enhancements to risk management that provide the foundation for our 
recommendations to Counsel and the Board. 
  
Our Phase II procedures did not constitute an examination of all areas and transactions, but entailed a targeted 
analysis of risk areas identified by our Phase I procedures and suggestions from Counsel, the Board and Metra’s 
senior leadership, as well as from our work with Metra’s interim Inspector General. 
 
The current Board and senior leadership have taken a proactive approach to the enhancement of operational, 
financial, accounting and human capital processes of the organization by working closely with Blackman, 
Counsel, and interested third-parties to implement controls and guidance for the future. 
 
This report categorizes the Blackman engagement into four (4) distinct categories of findings and best practice 
suggestions related to our engagement.  Those categories are further broken down into sub-categories which 
more closely detail the findings and recommendations. 
 
The key report categories are: 

 Organizational Issues 

 Process Issues 
 Information Technology Issues 
 Compensation and Benefit Issues 
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We have incorporated best practices recommendations where applicable.  Best practice recommendations are 
general suggestions that may provide the company with more efficient and effective processes, as well as a 
general reduction in operational risk.  The items identified in this report were not, in some instances, control 
weaknesses, but suggestions for improvement based on the industry’s best practices.  
 
This report was prepared at the direction of Counsel for the Board.  The Board’s aggressive approach to the 
issues facing Metra is evidenced by its continuing work in identifying and addressing the issues that follow. 
 
 
Discussion of Findings 
 
The following sub-sections of this Executive Summary detail the areas of risk assessment and internal controls 
targeted by the Board for continued improvement. 
 
Organizational Findings, Recommendations and Best Practice Suggestions 
 
Organizational findings relate to Metra as a whole.  Organizational findings require change to be driven by 
senior leadership and the Board.  The findings below require additional efforts by department heads with 
support from senior leadership.  The following findings were identified and categorized as Organization, 
Human Resources, Internal Audit, Payroll and the Community & Legislative Affairs departments. 
 
Organization 
 

Policies and Procedures – Administrative Operating (Appendix 2, #1) 
 

FINDING 
A portion of the Administrative Operating policies and procedures are dated and in paper form (see 
Appendix 6).  Some procedures require review to bring them up to current business practices.  Metra 
lacks a formal method of communicating changes to policies and procedures to its employees.  The 
lack of updated and communicated policies and procedures could result in errors, inconsistencies and 
improper transactions. 

 
RECOMMENDATION 
Metra should update written policies and procedures for selected key processes.  These policies and 
procedures should be posted to Metra’s intranet and formally communicated to Metra’s employees on 
an annual basis. 
 
Metra is currently reviewing and updating the Administrative Operating policies and procedures to 
ensure they reflect current business practices.   
 
Metra Departmental Communication (Appendix 1, #3) 

 
FINDING 
Metra has limited formal knowledge-sharing and cross-functional teams, which increases the risk of 
inefficiencies and redundancies driven from lack of communication.  Metra communicates across the 
organization primarily through memoranda and bulletins.   

 
RECOMMENDATION 
As a best practice, quarterly management meetings, with all department heads should be instituted in 
order to gain understanding and compare key efficiencies between Metra departments. 
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Formal Succession Planning (Appendix 2, #3) 
 

FINDING 
Formal succession plans are being developed in anticipation of additional senior-level departures.  The 
current incomplete status of these plans increases the risk of knowledge and efficiency loss.  The 
Metra Manpower Planning Department was established in 2008 with a primary function of 
developing succession plans for Metra’s organizational units.  The former Executive Director’s 2009 
management reorganization failed to address middle management and technical/professional 
support attrition. 

 
RECOMMENDATION 
Metra should continue to assess its current job descriptions and consider how they may be updated.  
Formal cross-training should be conducted on a departmental basis.  Metra should consider an 
independent third-party study to identify current Metra professionals who may be qualified or may 
become qualified to assume increased responsibility (specifically for senior leadership roles).  Metra 
should address competitive compensation issues as well as available education and mentoring 
programs for targeted personnel.     
 
Entity-Level and Management Override (Appendix 1, #5; Appendix 2, #4) 

 
FINDING 
The former Executive Director used his authority to circumvent controls to approve certain 
transactions which benefited himself and other employees.  He was given broad authority to employ, 
retain, allocate functions and duties, as well as determine compensation and conditions of 
employment.   A comprehensive fraud risk assessment that addresses incentives and opportunities to 
commit fraud and the likelihood and significance of each potential fraud risk, including the risk of 
management override of controls, was not apparent at Metra.     

 
RECOMMENDATION 
Policies and procedures should be updated to provide the Internal Audit department guidance for 
reviewing significant transactions approved by the Executive Director and senior leadership.  An 
independent evaluation of significant Executive Director and senior leadership transactions should be 
performed quarterly at the direction of the Board. 
 
Metra should consider a formal fraud risk management program that reinforces Metra’s current Code 
of Ethics (See Appendix 7) and establishes clear roles and responsibilities for the Board, the Audit 
Committee, senior leadership and internal audit.  Additionally, there should be whistleblower training 
for all employees. 
 
Board oversight should be implemented for key areas of compensation.  Policies and procedures 
should be updated to directly address any employee benefits that could dictate a payout. 
 
The Board passed Ordinance No. MET 10-07, which states, the Board established “an Executive 
Committee to evaluate and consider compensation benefits afforded to Metra Employees” and the 
“Board shall review actions taken by the Executive Director with respect to staff compensation and 
benefits.”  Additionally, Metra intends to include specific Board members on a compensation 
committee who will review annual non contract salary adjustments.   
 
Additionally, the Board has enacted Ordinance No. MET 10-17 to establish whistleblower policies.  
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2009 Reorganization (Appendix 1, #9) 
 

FINDING 
Metra’s 2009 reorganization was driven by the former Executive Director.  The former Executive 
Director prompted organizational changes which impacted the entire organizational structure and 
drove departmental promotions and transfers.  Reorganizations that occur without formal support 
from senior leadership could lead to inefficient or ineffective organizational structures that are not in 
the entity or public interest.   
 
RECOMMENDATION 
The reorganization changes that occurred in 2009 should be reviewed and reassessed to ensure 
changes were beneficial to the organization.  Organizational changes should be assessed by senior 
leadership (with the input of selected Metra staff) and reviewed by the Board. 
 
Salary Adjustments –Reorganization (Appendix 2, #8) 

 
FINDING 
Salary adjustments included in Metra’s 2009 reorganization, directed by the former Executive Director, 
appear to lack formal documented approval by senior leadership.  Lack of support for salary 
adjustments may increase inequities within the Metra salary structure.  The former Executive 
Director’s lack of collaboration with appropriate departments at Metra, as well as the lack of policies 
and procedures addressing these issues, could result in errors, inconsistencies and improper 
transactions. 

 
RECOMMENDATION 
Metra should consider centralizing the supporting documentation related to promotions, lateral 
moves and salary adjustments within the employee personnel files.  Formal policies and procedures 
should be developed related to interim salary adjustments. 
 
The Board passed Ordinance No. MET 10-07, which states, the Board established “an Executive 
Committee to evaluate and consider compensation benefits afforded to Metra Employees” and the 
“Board shall review actions taken by the Executive Director with respect to staff compensation and 
benefits.”  Additionally, Metra intends to include specific Board members on a compensation 
committee who will review annual non-contract salary adjustments.   
 
Contract Employees Overtime Study (Appendix 2, #15) 

 
FINDING 
Multiple contract employee groups incur significant amounts of overtime on a recurring annual basis.  
No formal manpower studies or cost/benefit analysis of hiring additional employees were evident at 
Metra.  This may lead to increased risk of unnecessary operating and capital costs. 

 
RECOMMENDATION 
A formal study of Metra contract employee overtime hours should be conducted to determine the 
cost/benefit of hiring additional employees and/or determining the ability to reduce overtime hours 
allocated and worked. 
 
Metra has performed informal overtime analyses in the past.  Additionally, Metra has implemented 
the process of generating an overtime report by employee that documents each pay period and year-
to date overtime hours incurred.  This report is sent to managers each pay period.  Metra is 
implementing the Kronos timekeeping system which will electronically track overtime for contract 
employees.  The expected implementation date is scheduled for March 31, 2011.   
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Overtime Improprieties (Appendix 2, #9) 
 

FINDING 
Metra, through its own investigation and data discovered by the Internal Audit Department, has 
identified instances of overtime theft.  Although Internal Audit has performed procedures related to 
these issues, such practices could still occur undetected. 

 
RECOMMENDATION 
Metra should establish consistent reviews of available data to determine the existence of overtime 
theft and add additional controls to prevent the practice.  Identified instances should be dealt with by 
an established and non-negotiable policy. 
 
The employees involved in one specific identified instance of theft of overtime time were assessed 
discipline in accordance with Metra’s policies. 

 
Metra’s upcoming implementation of the new Kronos timekeeping system will provide managers with 
overtime reports that will enable them to manage and monitor overtime.    

 
Human Resources 
 

Lack of Documentation for Salary Increases (Appendix 2, #2 and #8) 
 

FINDING 
Justification for annual, mid-year, equity and other salary increases were not centrally located in the 
employee files.  Inadequate support existed for the former Executive Director’s interim pay increases 
relating to the 2009 reorganization.  These situations increase the risk for inaccurate or unsupported 
adjustments to employee compensation. 

 
RECOMMENDATION 
Metra should consider the formation of a formal executive compensation committee for all levels of 
the organization, which may include representatives of Metra’s senior leadership, the Board and 
possibly an independent third-party.   
 
The Board has begun to address these issues through the formation of the Executive Committee and 
the Financial Practices and Reporting Review Committee.  Additionally, the Human Resources 
department is currently developing formal procedures to define the type of increases that can be given 
and the justification needed for increases which will be maintained in centralized employee files. 
   
Lack of Correlation of Performance Reviews and Compensation (Appendix 2, #2 and #7) 

 
FINDING 
Performance reviews may not directly correlate performance to compensation increases.  Due to 
recent budgetary constraints, static raises were given in 2008 and 2009 to all non-contract employees 
that were rated as Meets Expectations, Exceeds Expectations or Outstanding.  No raises were given to 
non-contract employees in 2010.  Performance reviews with limited direct impact on compensation 
provide limited value to Metra and may result in decreased rewards for top performers.   

 
RECOMMENDATION 
Metra should further utilize performance reviews and consider them as an integral basis for merit 
increases to employee compensation, as required.  The Human Resources Department should 
document its review of all annual performance reviews.   Each Metra employee should understand the 
effect of the performance review on his/her compensation package and his/her potential for 
advancement. 
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Hiring – Waiver (Appendix 2, #6) 
 

FINDING 
Hiring waivers (Executive Director’s discretion to fill a non-contract vacancy without posting the 
position) were not documented for two new hires based on our sample.  Although the Executive 
Director, at his discretion, can choose to fill a non-contract job vacancy without posting, policies and 
procedures do not explicitly state the protocol for waivers.  The lack of processes or documentation for 
new hires could lead to positions filled without appropriate experience levels. 
 
RECOMMENDATION 
Metra should institute formal policies and procedures (See Appendix 10 for hiring policies and 
procedures) addressing the use of waivers.   
 
The Board has begun to address this issue through the formation of the Executive Committee and the 
Financial Practices and Reporting Review Committee.  Specifically, the Board implemented Ordinance 
No. MET 10-14, which established a policy that requires the Executive Director to receive consent from 
the Board before the Executive Director exercises a waiver.   

 
Internal Audit 
  

Enterprise Risk Assessment (Appendix 2, #5) 
 

FINDING 
A formal risk assessment of the organization has not been created.  This increases the risk that the 
Internal Audit Department may not address the riskiest areas of the organization with their audits 
performed. 

 
RECOMMENDATION 
Because Internal Audit now reports directly to the Board, an accountability structure should be agreed 
upon between the Board and Internal Audit.   
 
The Board has begun to address this issue through the formation of the Executive Committee to 
review current Board governance practices.  The risk assessment should be reviewed and reassessed 
annually.  Annual audits and questionnaires should be developed based on the risk assessment. 
Internal Audit, in conjunction with, senior leadership, is currently planning to begin documenting a 
formal risk assessment of the organization. 

 
Payroll 
 

Payroll – Policies and Procedures (Appendix 2, #10) 
 

FINDING 
Current payroll policies and procedures for contract/non-contract processing, manual adjustments, 
exception reporting, reconciliations and off-site timekeeping are dated and in paper form.  This could 
result in processing errors, unauthorized transactions and inaccurate reporting. 

 
RECOMMENDATION 
Metra should review and update, where necessary, policies and procedures which address 
contract/non-contract processing, manual adjustments, exception reporting, reconciliations and off-
site timekeeping.  
 
Senior leadership has begun to revise policies and procedures to meet current best practices.  
Currently, Metra is in the process of implementing upgraded timekeeping systems for its field 
operations.  Metra estimates implementation of the Kronos timekeeping system will be complete by 
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March 31, 2011.  Upon replacing the current payroll system (date unknown), Metra plans to complete 
a comprehensive update to the payroll policies and procedures.   

 
Community & Legislative Affairs 
 

Contracts – Lack of Oversight (Appendix 2, #20) 
 

FINDING 
A certain long-standing lobbying firm’s monthly invoices lacked sufficient detail to substantiate that 
contracted services were being performed.  This situation increases the risk of non-performance and 
overpayment.  

 
RECOMMENDATION 
Metra should enforce the requirement that all lobbying vendors report detailed descriptions of tasks 
undertaken and results achieved in order to validate services provided. 
 
Metra has retained a new lobbying firm and is requiring detailed monthly invoices.   

 
Process Findings, Recommendations and Best Practice Suggestions 
 

Process findings relate to the current processes at Metra.  Processes and their related controls ensure 
the completeness and accuracy of transactions, accounting, data processing and information reports.  In 
addition, process findings represent instances where processes and their related controls may not be 
designed to provide the most effective oversight.  Process changes can be driven by department heads 
and managers.  The findings below require additional efforts by department heads and managers with 
support from senior leadership.   

 
Reliance on Manual Monitoring Controls and Lack of Electronic Reporting (Appendix 1, #2) 

 
FINDING 
Metra currently relies on manual exception reports that are printed and distributed daily as a 
mitigating control.  Exception reports can be large and difficult to manually review.  Exception reports 
compensate for the lack of information technology controls which would automate the review and 
approval processes.  The exception reporting process is manual, may not be relied upon to detect 
anomalies and currently does not consistently mandate evidence of management review. 

 
RECOMMENDATION 
As a best practice, exception reports should be distributed electronically in a convertible form (such as 
Microsoft Word, Excel or Access) which would allow easier access and review to the user.  This will also 
allow for a more efficient tracking tool for documented exceptions.  Monitoring controls should be 
developed for users to ensure that exceptions are being reviewed properly and addressed timely. 
 
Metra has begun to address this area through its ongoing implementation of the Kronos timekeeping 
system.  Managers will have the ability to review overtime and reported exceptions prior to payroll 
processing.  Reports will be available electronically.     

 
Complex Union Agreements (Appendix 1, #4) 

 
FINDING 
Due to the inherent complexity of the union agreements and the number of Metra departments 
utilizing the data, departments outside of Payroll have limited formal procedures for determining the 
accuracy of data utilized for reviewing and processing payroll.   Detective, rather than preventative 
controls over contract employee data increases risks for inaccurate determination of rates for on-
call/standby time, overtime, double-time, rest periods and holiday pay.   
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RECOMMENDATION 
The Labor Relations and/or Internal Audit Departments should continue to provide concurrent reviews 
of employee payrolls on a test basis to ensure accurate compliance with union contracts.  As a best 
practice, training with regard to union agreements should be implemented for department heads.   

 
Budgeting Process (Appendix 1, #7) 

 
FINDING 
There are inherent limitations in Metra’s current information technology processes.  Numerous 
spreadsheets are utilized to manipulate vast amounts of budget data.  Metra’s information technology 
applications do not seamlessly interface with the budgeting process.  

 
RECOMMENDATION 
Metra should consider a customized solution to its budgeting/forecasting process.  A solution that 
interfaces with accounting, finance, Purchase of Service Agreement (“PSA”) carriers and other key 
applications should be implemented.  This process would assist in limiting the manual controls which 
now need to be processed in order to consistently run scenario analysis and key reports for senior 
leadership.   
 
Metra has made efforts to research a budget tool in prior years.  The state of Metra’s legacy systems 
has made these tools incompatible and inefficient.  Metra plans to implement information technology 
upgrades that will include tools to improve budgeting capabilities.  
 
Salary Adjustments – Equity Increases (Appendix 2, #8) 

 
FINDING 
Equity (market) increases for non-contract employees can be granted under limited circumstances.  
Lack of consistency in policy increases the risk that all employees are not receiving fair consideration. 

 
RECOMMENDATION 
Updated policies and procedures regarding equity adjustments should be established at Metra.   

 
Salary Adjustments – Compensatory Time (Appendix 2, #8) 

 
FINDING 
Metra policies and procedures do not address how compensatory time for non-contract employees is 
granted and approved.  The former Executive Director approved a payout to two employees who were 
required to complete a website project as a result of a state law. 

 
RECOMMENDATION 
Policies and procedures should be established to address this area.  Matters requiring the granting of 
compensatory time should be referred to the appropriate committee. 
 
The Board has begun to address this issue through the formation of the Executive Committee and the 
Financial Practices and Reporting Review Committee.   

 
Contract Employee Overtime Approval (Appendix 2, #12) 

 
FINDING 
Certain overtime requests were processed without approval, certain overtime requests could not be 
located by Metra and one employee reviewed his own overtime requests.  Lack of review by 
appropriate levels of management can lead to excessive overtime pay-outs without detection. 
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RECOMMENDATION 
Department personnel should review/reconcile timesheets and time system detail prior to submission 
to Payroll.  Overtime should be consistently approved by management in the field with concurrence by 
a Director at Metra headquarters.  If possible, the process should be automated to reduce the risk of 
errors. 
 
Metra has implemented controls to address these situations in which overtime requests were 
processed without approval. Metra is in the process of upgrading field timekeeping for non-
transportation employees to the enterprise version of the Kronos time clock based system.  
Additionally, the new Kronos system will provide managers with overtime reports that will enable 
them to manage and monitor overtime.     
 
Contract Employee Processing (Appendix 2, #13) 

 
FINDING 
Manual entry of time worked in the field is subject to errors and resulting time summaries by project 
code may be inaccurate.  Lack of review of hours entered and associated codes can lead to incorrect 
processing and general ledger recording. 

 
RECOMMENDATION 
Metra should consider a regular detailed review of payroll hours recorded and all associated detail by 
employee, job codes and other pertinent data.  Field personnel should provide assurances that data 
has been reconciled prior to submission to Payroll. 
 
Metra is in the process of upgrading field timekeeping for non-transportation employees to the 
enterprise version of the Kronos time clock based system. The new system will validate project codes.  
Time will be entered directly from time clock swipes instead of manual work reports.  The new system 
will provide the reporting needed for managers to review and approve payroll data before it is sent to 
the Payroll department for processing.  This conversion is projected by Metra to be implemented 
during the first quarter of 2011. 

 
Payroll Exception Reporting (Appendix 2, #14) 

 
FINDING 
Payroll exception reports that document overtime are not currently being distributed to department 
heads.     Lack of review and quality exception reports increases the risk of overtime errors without 
appropriate monitoring. 

 
RECOMMENDATION 
Exception reports should be thoroughly reviewed by department heads on a monthly basis.   

 
Metra’s implementation of the new Kronos timekeeping system will provide managers with overtime 
reports that will enable them to manage and monitor overtime.   
 
Management Override of Procurement (Appendix 2, #17) 

 
FINDING 
The former Executive Director maintained the authority to initiate requisitions and change orders for 
services and supplies.  It is our understanding that information regarding change orders in excess of 
$10,000 was not provided in the monthly summary to the Board (as required by policies and 
procedures) for the period from approximately October 2004 through May 2010.  Therefore, a 
complete listing of change orders was not brought to the Board’s attention in a timely manner, 
increasing the risk that improper change orders could have been executed. 
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RECOMMENDATION 
Internal Audit should continue to conduct periodic tests of completeness of information included in 
monthly procurement reports provided to the Board.  The Board should form a subcommittee to 
examine these reports on a more detailed basis.  
 
Beginning in May 2010, Metra reinstated the required change order information into the monthly 
report to the Board.   

 
Procurement Files – Completeness and Consistency (Appendix 2, #18) 

 
FINDING 
There were instances of incompleteness and/or inconsistency within the large manual requisition files 
that we tested.  Inefficiencies can be created from the maintenance and storage of large manual files. 

 
RECOMMENDATION 
Maintenance of these files in an electronic format is suggested (See digital imaging recommendation 
in Appendix 1, #8). 
 
Purchase Orders Under $10,000 (Appendix 2, #19) 

 
FINDING 
Purchases of materials and services with an estimated cost of greater than or equal to $10,000 are 
subject to formal competitive bidding procedures.  During our testing, we noted vendors with multiple 
purchase orders under $10,000, which in the aggregate totaled in excess of$10,000.  Additionally, 
there is a risk that multiple awards under $10,000 (aggregating in excess of $10,000) for the same or 
similar materials or services may be made without detection by the Materials Management 
Department.   

 
RECOMMENDATION 
The Materials Management Department should formally monitor purchase orders under $10,000 to 
ensure jobs and services should not be subjected to formal competitive bidding procedures (See 
Appendix 8 for current procurement policies and procedures).  Management should institute a 
monthly review process to identify anomalies.  Additionally, Internal Audit should review and test 
purchase orders under $10,000 on a periodic and/or annual basis. 
 
Metra is developing a report that specifically identifies purchase orders under $10,000 to assist in 
identifying anomalies.  This report is scheduled to be generated on a regular basis. 
 
Design of Key Wire Transfer Controls (Appendix 2, #16) 

 
FINDING 
Certain wire transfers relating to compensation and benefit items, authorized by the former Executive 
Director, were disbursed without proper corroborating support. 

 
RECOMMENDATION 
All wire transfers should require proper approvals, including evidence of review of corroborating 
support, prior to submission for payment. 
 
Offsite Payroll Time Keeping – Contract Employee Processing (Appendix 2, #11) 

 
FINDING 
Misapplication of compensation among employees exists due to manual time entries in the field.  Lack 
of review and reconciliation of timesheets to the timekeeping system increases the risk of inaccurate 
payroll processing.   
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RECOMMENDATION 
Department heads or their designees should review timesheets prior to submission to Payroll.  

 
Metra is in the process of upgrading field timekeeping for non-transportation employees to the 
enterprise version of the Kronos time clock based system. The new system will validate project codes.  
Time will be entered directly from time clock swipes instead of manual work reports.  Once completely 
implemented, the new system will provide the reporting needed for managers to review and approve 
payroll data before it is sent to the Payroll department for processing.   
 
Capital & Strategic Planning – Policies, Procedures and Approvals (Appendix 2, #21) 

 
FINDING 
While policies and procedures do exist for Capital Grants and Program Development, a single 
comprehensive procedural manual containing all the department’s procedures does not exist.     

 
RECOMMENDATION 
Metra should create a single comprehensive procedural manual that is consistently updated and 
communicated regularly to all employees within Capital Grants and Program Development 
departments.     

 
Information Technology Findings, Recommendations and Best Practice Suggestions 
 
Information technology findings relate to Metra’s information technology infrastructure.  Findings were 
identified during the evaluation of the organization and related internal controls.  During our evaluation of the 
current processes, we identified inefficiencies that were directly related to outdated or absent Information 
technology systems and applications (see Appendix 4 for a description of efficiency and long-term economic 
value gained by a move to updated information technology systems).  Information technology changes require 
change to be driven by senior leadership.  The findings below require additional efforts by the Information 
Technology Department and key end-users with support from senior leadership.  The following findings were 
identified during our organizational and internal control evaluation: 
 

End-User Processing (Appendix 1, #6) 
 

FINDING 
Multiple employees process transactions on dated workstations with no access to network drives, 
intranet and other miscellaneous applications (Metra has intentionally limited access to these 
applications for certain employees).  The lack of these capabilities can create inefficiencies and may 
prevent Metra from implementing technological improvements. 

 
RECOMMENDATION 
As a best practice, an upgrade of workstations to personal computers would allow key end-users to 
participate in functional areas outside of data input, would reduce the need for printing and 
distributing  exception reports and improve communication between critical parties. 

 
Multitude of Financial Reporting Systems (Appendix 1, #1) 

 
FINDING 
Metra currently has a number of financial reporting systems that are dated and rely on manual 
controls rather than automated preventative controls.  Additionally, as a result of these systems, 
interfacing and approvals are manual rather than automated.  This factor promotes a high amount of 
inefficiency.   

 
 



 

 
 

Metra Risk Assessment and Internal Controls Report  16  

  
 
 

RECOMMENDATION 
Metra should continue to be roll out new systems to other critical financial areas, to the extent 
possible, over a relevant period of time in order to effectuate an enhanced control environment (see 
examples of efficiencies at Appendix 4).   

 
Metra has recently implemented upgrades in revenue accounting and mechanical maintenance and 
warranty tracking systems.  Metra recognizes the need for new financial systems, subject to requisite 
staffing and sources of capital and operating dollars to fund associated costs.  Metra is currently 
reviewing the consultant and in-house costs associated with system upgrades.  The Information 
Systems Executive Committee meets monthly and is dedicated to planning and monitoring all system 
upgrades. 

 
Use and Storage of Paper Documents (Appendix 1, #8) 

 
FINDING 
Departments retain and file documents manually.  This process reduces overall efficiency and 
ultimately may be cost prohibitive. 

 
RECOMMENDATION 
As a best practice, Metra should consider implementing a comprehensive imaging system.  Digitally-
captured and stored documents can improve retrieval, productivity and reduce overall cost of copying, 
transport and storage.  

 
Compensation and Benefits Issues 
 
Compensation and benefits findings improve and provide short and long term savings to Metra.  
Compensation and benefit adjustments require change to be driven by senior leadership.  The following 
findings were identified during our evaluation of compensation and benefit practices at Metra. 
 
Our procedures included a compensation analysis.  Recommendations were based on industry best practices.  
The summary that follows is intended to provide guidance to the Board that the recommended programs will 
support the overall strategy and operations of Metra as well as supporting the attraction, retention and 
motivation of competent employees to serve Metra’s mission.     
  

PTO Plans 
 

FINDING 
Metra currently offers a traditional set of PTO plans including vacation, personal days and holidays.  
The levels of benefits for each of these programs hover around the 50th percentile when compared to 
others offering similar benefits.1  The exception to this is vacation days offered after service of 15 years 
or more of 25 days of vacation per year.  This benefit is at the 75th percentile.  The change was 
recommended by the Executive Benefits Committee in order to attract talent to the management 
ranks of Metra. 

 
RECOMMENDATION  
Many organizations have moved or are considering moving to a PTO bank program.  With this 
approach, organizations typically consolidate vacation, sick time and personal days into one bank of 
eligible days.  Most organizations separate holidays from the PTO bank.  

 

                                                           
1 World at Work, May 2010 Survey 
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Reasons why organizations have adopted PTO banks are 1) ease of administration; 2) reduced 
absenteeism, and 3) competitive positioning.2  The plan should include limits on the amount of 
carryover days that are allowable in any given year.   

 
 Metra should consider looking at a PTO bank as an option. 
 

Retirement Plans 
 

FINDING 
Metra’s current retirement plans include 1) 401(k)/457; 2)RTA pension plan; 3)Railroad Retirement 
plan (tier 1) equivalent to Social Security; and 4) Railroad Retirement plan (tier 2), which is a mandated 
plan.  For select senior executives, a flat dollar contribution of $22,000 per year has been made to the 
401(k) plan.  In addition, Metra’s average per-person contribution to the RTA pension plan for 2010 is 
estimated to be 16.5% of payroll, with an average contribution rate over the past ten years of 10.5% of 
payroll.  The level of this contribution fluctuates each year depending on a number of factors, 
including the funded status of the plan, investment returns, and payroll increases.  In addition, 
another contribution, along with employee contributions, is made to the Railroad Retirement plan, tier 
2. 

 
When combined, the contribution for retirement plans paid for by Metra for its senior executives 
equates to approximately 28% to 30% of pay in 2010 when including the employer contributions to 
the Railroad Retirement plan, 401(k) recent contribution levels, and an average contribution rate of 
10.5% for the RTA pension plan, but excluding tier 1 Railroad Retirement plan contributions and retiree 
medical stipends. 

 
In many organizations that sponsor both defined benefit and defined contribution plans, it is common 
for the match on the 401(k) plan to be anywhere from $.25 to $1.00 match for each dollar of employee 
contribution.  Generally, this would result in an employer contribution of 1% to 3% of total pay.  In 
defined benefit plans, it is common to see contributions range from 4% to 12% of payroll (depending 
on the funded status of the plan), resulting in a total employer contribution for retirement benefits 
ranging from 5% to 15% of payroll.  For top executives at Metra, eliminating the $22,000 401(k) 
contribution would result in a pay contribution of approximately 23%. 

 
Blackman’s analysis of the Metra retirement plan options was undertaken to determine the estimates 
of the high level of benefits available to Metra employees under plans that are currently in place. 

 
Replacement Ratio 

 
Income adequacy at retirement can be calculated by means of a replacement ratio.  The replacement 
ratio measures the amount of pre-retirement income being replaced at retirement. 

 
At Metra, options available to accumulate retirement funds include: 

 401(k)/457 plans 
 RTA Pension plan 
 Railroad Retirement plan, Tiers 1 &2 (these are mandatory contributory retirement plans.  

Railroad Retirement Tier 1 is similar to social security and Railroad Retirement Tier 2 is “based 
on railroad credits only, and may be compared to the retirement benefits paid over and above 
social security benefits to workers in other industries).3 

 
For selected employees, Blackman estimated benefits (based on data provided by Metra) for each plan 
and aggregated them to produce a total income at retirement percentage.   

                                                           
2 World at Work, May 2010 Survey 
3 U.S. Railroad Retirement Board, Railroad Retirement and Survivor Benefits, IB-2, February 2010 
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Most organizations establish replacement pay targets for retirees and design their programs 
accordingly.  Targeted amount of retirement income will typically be less (lower taxes, lower working 
expenses, reduced need for savings) than while an active employee. 

 
Overall considerations when analyzing the adequacy of retirement income include: 

 
 Investment risk 
 Longevity risk 
 Inflation risk 
 Existence of retiree health care coverage 

 
Adequacy 

 
Metra will need to consider what objectives they would like to have in place for their retirement plans: 

 
 Philosophy and obligation as an employer 
 Competitiveness in the labor market 
 Obligation of the employer versus the employee 
 Ability to fund retirement benefits 
 Continuation of retiree medical benefits 

 
RECOMMENDATION  
One approach to determining the appropriate level of retirement benefits is to conduct a replacement 
ratio study.  This type of study measures the amount of pre-retirement pay which will be replaced at 
retirement.  Metra asked Blackman to conduct a pay replacement study for the aggregation of Metra 
retirement plans.  In Appendix 11 of the report are exhibits of estimates of pay being replaced at 
retirement under the Metra plans based on selected age and service requirements  Generally speaking, 
the levels of benefits under the plans are on the high end when compared to the industry in general.  

 
It should be noted that Metra has enacted an ordinance which addresses the 401(k) contributions to 
senior leadership on a go-forward basis. 

 
Metra should also consider alternative plan designs to the current RTA pension plan.  Alternative 
approaches may better serve Metra in attracting and retaining young talent.  Management has had 
discussions regarding this topic. 

 
As Metra develops its retirement philosophy, the following types of questions should be considered: 

 
 Will retiree medical benefits be provided? 
 What will be the minimum replacement ratio for lower compensated employees? 
 Will a maximum replacement ratio be established? 
 How many years will define a full career? And what should the replacement ratio be at varying 

levels of careers? 
 

Metra should consider creating a retirement philosophy statement, measuring current plans against 
the philosophy and redesigning plans to meet Metra’s overall employment philosophy and business 
objectives. 

  
Healthcare Benefits 

 
FINDING 

 Blackman analyzed the health and welfare plans of Metra to determine: 
 Competiveness of benefits 
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 Areas for plan design improvements 
 Areas for more effective medical management 
 Areas of potential cost savings 

 
Our procedures addressed targeted concepts in order to enable the Board to prioritize any potential 
changes in terms of the financial impact to Metra and its employees. 

 
 We have divided this section of our report into three categories: 

 
– Cost extraction and finding waste in the system 

 Plan Funding 
 Plan Administration 

– Cost shifting 
 Employee premiums 
 Plan cost sharing 

– Cost avoidance 
 Better medical management 
 Communications and plan design to improve chronic condition management and 

health and lifestyle improvement 
 Prescription drug options 

 
Cost extraction and finding waste in the system 

 
Plan Funding 

 
 80% or more of plans the size of Metra’s are either partially or totally self-funded 
 Currently, Metra’s plan is fully insured 
 Organizations move from fully insured plans to self-insured because they can manage the risk 

at a lesser cost 
 It is important to look at the self-funding option for both first-year savings and future plans 

cost management and flexibility 
 

Plan Administration 
 

 Another area for potential savings is by evaluating how a plan is being administered 
 By conducting a plan administrative audit, Metra may be able to save costs by eliminating 

ineligible members, assuring compliance with plan rules and effective medical management.  
Other audits for groups of this size have resulted in a reduction from 3 to 5% of ineligible 
dependents 

 
Cost shifting 

 
Employee premiums 

 Employee premiums:  We evaluated the current employee premiums with national averages 
for employee premiums* 

 Employee cost-sharing (co-pays, out-of-pocket maximums, and other plan usage features) 
were also evaluated 

 
We compared current employee premium levels with average premiums paid by other large Midwest 
employers (over 200 workers) using The Kaiser Family Foundation and Health Research and 
Educational Trust Employer Health Benefits Annual Survey for 2010. 
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 The following chart illustrates the comparison of premiums for medical coverage levels (e.g., 
Single vs. Family) for HMO plans and the PPO plan: 

 
 

Type Metra Metra National 
Average 

National 
Average 

HMO/PPO Single Family Single Family 

HMO 0% 1.5%/0% 19% 30% 

PPO 4.7% 4.7% 19% 26% 

 
Plan cost sharing 

 
Metra was presented with options for changing plan features and made some changes for the 2010 
plan year. 

 Metra was also presented with options to change plan features for the 2011 plan year in 
terms of: 
– Increased deductibles and out-of-pocket maximums 
– Coinsurance percentages 
– Increased office visit, admission and drug co-pays 

 
Cost avoidance 

 
Healthcare programs can benefit from more effective management of their programs without 
reducing benefits to their employees. 

 
These programs, which include disease management, wellness and managed pharmacy programs can 
result in lower costs and overall improvement in employee health and welfare. 

 
Many organizations today offer programs and incentives for employees to improve their health status 
and to better manage chronic conditions. 

 These programs can include health risk assessments, education in healthier lifestyles and 
effective disease management. Most are accompanied by either incentives or disincentives.   

 These programs can reduce healthcare costs and improve absenteeism. 
 

Prescription Drug Plans 
 

We recommend a look at the prescription plan design in terms of incentives/disincentives for generics, 
co-pay differentials, formulary and mail order incentives. 

 For example, the percentage of scripts filled with generic equivalents was 60% vs. 40% brand.  
Organizations who aggressively manage their drug programs can have up to an 80% generic 
replacement. 

 The percentage of scripts filled by mail order was approximately 11% vs. a well managed plan 
with 20% to 30% mail order fills. 

 The usage and claims reports for the prescription drug program also point to the need for 
more effective disease management. 

 
Review of Metra’s Disease Management and Wellness Programs 

 The Blue Cross data shows a low rate of participation in chronic condition management. 
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 Of the 943 identified as targeted for outreach (in a 12-month period), only 79 were actively 
participating with a care advisor. 

 Two of the lifestyle management programs: smoking cessation and weight management 
show no participation by members. 

 These conditions contribute to high claims costs and can be better managed with the proper 
incentives for eligibility and coverage. 

 
RECOMMENDATION  
While we understand that employee cost-sharing was introduced in 2010, the average costs of the 
plan remain high and the employee premium sharing low.  We assume that with continued plan 
design changes such as high deductible health plans with savings options, wellness programs, health 
risk assessments and disease management programs along with a look at employee cost-sharing 
could help Metra manage the health of their employees and continue to reduce costs.    
 
Charts showing the levels of Metra employee premium sharing compared to national averages 
indicate Metra rates are on the low end (see Appendix 12). 

 
Metra management has shared that one of the employee issues it faces is when they want to promote 
individuals from the unions to a management position.  Currently, the management medical plan has 
lower benefits than the union plan and makes the move less attractive.  In addition, the mandatory 
employee contributions required for the Railroad Retirement plan add to the difficulty in attracting 
union employees. 

 
We have shared with Metra management that we understand this is a “total employment” issue and 
that we agree that Metra should look at the entire employment package, including direct pay. 

 
We recommend looking at the employment situation more holistically, and to then determine which 
compensation and benefits approaches will meet the needs of employees and meet Metra’s cost 
management targets.  Using the medical plan benefits as the impetus for attracting union employees 
to management jobs is an inefficient and costly approach. 

 
We recommend that Metra engage a select number of Board members to serve as a healthcare 
committee to study options. 

 The next step for this committee should be to establish an overall healthcare strategy for 
Metra with guiding principles and parameters along with a risk management strategy. 

 The next step in this process would be to review the current plan with the articulated strategy 
and objectives in mind.  This can result in additional short term cost savings and longer term 
cost management of the plans. 

 
Retiree Medical Coverage 

 
FINDING 
Senior executives who have reached age 65 and completed five years of service (based on credited 
service under the RTA pension plan) are covered under a post-retirement medical plan.  If retirees are 
over age 65, they are covered by a supplemental plan.  If retirees are under age 65, they participate in 
the same premium sharing and benefits as active employees.  A 2009 study by Towers Perrin-ISCEBS4 
indicates that employers are taking various actions to better manage the cost of retiree health 
coverage. These include a dollar cap on the employer subsidy, age and service requirements, and 
adding account based plans. 

 
While the trend has been toward reducing or eliminating retiree health coverage, Metra has managed 
the cost because overall medical costs are lower when Medicare becomes primary. 

                                                           
4 5th Annual ISCEBS-Towers Perrin Survey of Retiree Medical Benefits 



 

 
 

Metra Risk Assessment and Internal Controls Report  22  

  
 
 

 
RECOMMENDATION  
Metra should consider subsidy changes and other cost-sharing approaches to better manage the 
overall cost and reduce liabilities, such as a service-based formula. 
 

 Dental plan 
  

FINDING 
It is common in most employer sponsored plans to see some level of employee cost-sharing for dental 
benefits. 

 
RECOMMENDATION  
Metra should consider introducing employee cost-sharing. 

 
Long and Short-term Disability, Life Insurance and AD&D Coverage 

 
FINDING 
These plans offer standard and competitive benefits when compared to other employers. 

 
RECOMMENDATION  
These plans offer generally competitive benefits and we do not believe there are significant cost 
savings opportunities.  The only consideration would be whether to introduce employee cost sharing 
for the LTD plan.  

 
Executive Compensation 

 
FINDING 
We conducted a preliminary evaluation of salary levels for selected executives at Metra: Deputy 
Executive Director-Operations; Deputy Executive Director-Corporate Affairs; Senior Division Director-
Community and Legislative Affairs; Senior Corporate Director-Customer Affairs and Training; Senior 
Corporate Director-Financial Affairs; Senior Corporate Director-Human Resources; and Director-Audit 
using benchmark data from the Economic Research Institute.5 We also evaluated the benchmarking 
study conducted by Metra which compares other transit organizations within Chicago and other major 
markets.   
 
Metra management indicated that salaries are sometimes not competitive and therefore they cannot 
hire the appropriate candidate from outside or promote the best candidate from a union position.  We 
recommend that in those cases, that Metra conduct a benchmarking study for those key pivotal 
positions, absent a comprehensive pay study.   
 
With the use of these two data sets, we believe that the salaries are generally competitive (except for 
the Director-Audit position) with similar jobs in organizations of similar size and complexity.  Because 
some of the positions are comprised of multiple and diverse responsibilities, exact job matches were 
not always possible. 

 
Our benchmarking analysis, which utilized data from the Economic Research Institute, indicated that 
Metra’s base salary and incentives applicable to the Director-Audit position falls below the 25th 
percentile.  

 
RECOMMENDATION  
We recommend that Metra conduct a detailed job analysis for each of these roles.  This will result in: 
1) a clear description of responsibilities and accountabilities; 2) metrics for measuring performance; 3) 

                                                           
5 Economic Research Institute Salary Benchmarking Data 
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clarity between roles within the organization; and 4) a means to better benchmark these jobs with 
external comparable jobs.  Following the job analysis, we recommend that Metra conduct a thorough 
salary benchmarking study and establish new pay ranges based on the findings.  
 

Project Objective  
 

Our project objective was to interview key administrative members of the Metra organization and the Board to 
gain an understanding of the financial control environment.  The purpose of the evaluation was to obtain an 
understanding of where key risks exist within Metra’s administrative and financial structure.  The processes 
and their related controls deemed high-risk, per our assessment, were subsequently evaluated and tested. 
 
In addition to the above, we performed procedures on behalf of the following parties.   
 
Interim Inspector General 
 
Pursuant to the direction of Counsel, we assisted the interim Inspector General with observations and testing 
relating to their ongoing investigations.  Procedures included, but were not limited to, additional internal 
control observations and testing addressing risks identified by the interim Inspector General.   
 
Board of Directors 
 
Pursuant to request from the Board, and at the direction of Counsel, we performed procedures which included, 
but were not limited to, additional control observations, analyses and testing.  Blackman attended and 
presented at Board meetings, as requested.   
 
Metra Management 
 
Pursuant to the direction of Counsel, we evaluated the effectiveness of specific internal controls in conjunction 
with Metra Management and performed analyses, as requested.  
 
Johnston Greene LLC 
 
We performed analyses and procedures relevant to issues identified by Counsel.  Those actions included 
addressing Board-specific issues, inquiries by elected officials and other issues.  
 
Project Scope 
 
Risk Assessment 
 
Our preliminary procedures consisted of inquiry with selected Metra professionals and staff performing the 
controls relating to the processes in the scope below.  Our scope was limited to the administrative and 
financial control environment.   
 
Our identification of risk was derived from the following sources: 

 
 Counsel 
 Inquiry with Management and the Board  
 Improprieties identified prior to our engagement 
 Guidance from the interim Inspector General 

 
Based on our inquiry with the above parties, we identified the following key administrative and financial 
processes for evaluation.  These processes and their related controls are performed by Metra’s administrative 
and financial personnel.   
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 Internal Audit Function 
 Operating and Capital Budgeting Process 
 Procurement (capital and operating) 
 Human Resources and Payroll 

 Hiring policies and procedures  
 Control over compensation adjustments (hourly and salaried employees) 
 Salary and hourly payroll processing and review 
 Employee compensation and benefits 

 Treasury and Accounts Payable 
 Cash disbursement authorization 

 Grants Management 
 
In addition to the above scope, known improprieties were evaluated.  Controls that were not operating 
effectively or were circumvented were evaluated for effectiveness.  Selected past and current transactions 
related to the controls in question were evaluated to assess remediation of improprieties and control 
deficiencies by Metra.   
 
Internal Controls 
 
Our procedures included inquiry of select Metra personnel relating to the key processes defined in the control 
steps below.  We applied a risk-based approach to determine the significant transactional risk and processes. 
Based on the identified risks, we observed and tested key transactions and assessed the design and overall 
operating effectiveness of other internal control activities.  We documented our findings and developed 
recommendations to improve the current internal control environment.   

 
General Procedures 

 
Our inquiry procedures included meetings with Counsel, selected members of the Board, senior leadership, 
interim Inspector General and others, as requested.   
 
In addition, the Internal Audit function was evaluated while performing the work described below.  As 
necessary, Internal Audit reports were utilized when planning and performing procedures.   
 
Our scope consisted principally of obtaining an understanding, by inquiry, observation and testing of the 
following areas:     
 
Payroll 
 
 Controls for Approving and Reviewing Payroll Master File Changes  
 Controls Over the Approval of Payroll Data Input 
 Reconciliation Procedures 
 Edit/Exception Reporting 
 Segregation of Duties 
 System Access 
 Compliance with Metra Policies and Procedures 
 

Human Resources 
 
 Controls for Approving and Reviewing New Hires, Terminations, Wage Changes, Salaries and Deductions  
 Controls over Employee Performances Reviews 
 Edit/Exception Reporting 
 Segregation of Duties 
 System Access 
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 Compliance With Metra Policies and Procedures 
 
 

Treasury 
 
 Wire Transfer Process and Internal Controls (Initiation and Authorization) 
 Segregation of Duties over Wire Transfers 
 Check Signing Policies 
 System Access 
 Compliance with Metra Policies and Procedures 
 
Accounts Payable 
 
 Controls over Input, Processing and Check Disbursements  of Accounts Payable 
 Edit/Exception Reporting 
 Segregation Of Duties 
 System Access 
 Compliance with Metra Policies And Procedures 
 
Procurement 
 
 Controls over the Bidding Process 
 Controls over the Review and Approval of Capital and Operating Projects 
 Controls over Vendor Master File 
 Edit/Exception Reporting 
 Segregation of Duties 
 System access 
 Compliance with Metra Policies and Procedures 
 
Capital & Strategic Planning 
 
 Controls over project administration and budget revisions 
 Controls over the Review and Approval of Capital Projects 
 Edit/Exception Reporting 
 Segregation of Duties 
 Compliance with Metra Policies and Procedures 
 
Capital and Operating Budget 
 
At the request of Counsel and the Board, we were requested to gain an increased understanding of the 
operating budget process at Metra.  We met several times with senior leadership to gain an understanding of 
the underlying process with which Metra gathers data and produces ongoing budgets and forecasts.  We were 
provided with detailed schedules and reports representative of key operating areas.  We utilized this 
information to report to and support the Board’s efforts to better understand key aspects of the Metra 
budgeting process. 
 
Compensation Review 
 
At the request of the Counsel and the Board, we performed a preliminary compensation review.  We have 
evaluated the salary and benefit documentation (“White Book”) and other materials provided by Counsel and 
Metra relating to human resource policies, compensation and employee benefit plans at Metra.  



TYPE 
         
 O Organizational  
 P  Process                  
 I   Information Technology 
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Appendix 1 – Best Practice Suggestions 
 
A summary was created to document best practices as well as Metra limitations relating to current organizational, process and information 
technology processes.  Some limitations are related to the outdated information technology systems and its effect on Metra processes.  
Recommendations were based on best practices.  A cost/benefit analysis has not been considered when providing recommendations.   
 
See Appendix 2, “Detailed Findings and Recommendations”, for findings and recommendations relating to Metra’s current organizational, 
process and information system environment. 
   

#        Type      Finding Recommendation 

 
1)         I 

Multitude of Financial Reporting Systems: 
Metra currently utilizes dated systems for financial reporting, 
accounts payable, procurement and payroll systems.  Some 
limitations due to this system include: 
 Over-reliance on manual controls rather than preventative 

automated controls. 
 Abundant and inefficient excesses of paper reporting. 
 Weak system access restrictions. 
 Over-reliance on information technology department to 

drive interfaces and key report generation. 
 
 
 

Metra currently utilizes Oracle solutions for Human Resources and 
Grant Management.  Metra recently upgraded to Oracle for their 
revenue accounting sub-ledger.   
 
Metra should continue to upgrade each sub-ledger and general 
ledger system.   
 
Enterprise Resource Planning (“ERP”) systems have strong access 
controls, simplified user reporting tools and the ability to interface 
with the current systems.  In addition, ERP systems have the 
capabilities to interface with multiple varieties of imaging systems 
(see Appendix 1, #8). 
 
Metra has recently implemented upgrades in revenue accounting 
and mechanical maintenance and warranty tracking systems.  
Metra recognizes the need for new financial systems, requisite 
staffing and sources of capital and operating dollars to fund 
associated costs.  Metra is currently reviewing the consultant and 
in-house costs associated with system upgrades.  The Information 
Systems Executive Committee meets monthly and is dedicated to 
planning and monitoring all system upgrades. 
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2)         P 

Reliance on Manual Monitoring Controls and Lack of 
Electronic Reporting: 
Metra’s senior leadership relies on the use of exception 
reporting as a key compensating control over inadequate 
information technology systems.  Exception and key reporting is 
manual and requires the consistent use of paper reports. 
 Exception reports currently are generated in the Information 

Technology Department and manually distributed daily. 
 Exception reports can be large with multiple types of 

exceptions.  This report volume may reduce effectiveness of 
the control.  

 A majority of key reports are manually generated and are 
not consistently translated into Microsoft Excel, Word or 
Access. 

 Exception reporting is manual and may not detect errors or 
irregularities. 

 Exception reporting does not always mandate evidence of 
management review.   
 
 

Exception reports should be electronically distributed rather than 
physically distributed daily / weekly / monthly / annually.   
 
Exception reports distributed in files that can easily be converted to 
Microsoft Excel, Word or Access will significantly cut down on 
excess paper and resources. 
 
Exception reports that can be manipulated in Microsoft Excel, 
Word or Access will allow more efficient tracking of reoccurring 
exceptions.  
 
Exception reports should be documented with instructions to 
guide the users of the report in understanding the purpose of the 
exception listing.   
 
Monitoring controls should be developed to document the review 
of the exception reports. 
 
Exception reports, as systems are upgraded, should be reduced and 
replaced with automated and preventative controls. 
 
Metra has begun to address this area through its ongoing 
implementation of the Kronos timekeeping system.  Managers will 
have the ability to review overtime and reported exceptions prior 
to payroll processing.  Reports will be available electronically.     
 
 
 
 

 
3)         O 

Metra Departmental Communication: 
Metra has limited formal knowledge-sharing and cross-
functional teams, which increases the risk of inefficiencies and 
redundancies driven from lack of communication.  Metra 
communicates across the organization, primarily through: 
 Memoranda; 
 Bulletins.   
 
   

Formal quarterly management meetings, including all department 
heads, should be held.  Meetings should include a review of 
Metra’s quarterly operations and key areas as determined by senior 
leadership. 
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4)             P 

Complex Union Agreements: 
Labor union agreements are complex and require consistent 
maintenance and attention at Metra. 
 Multiple departments are responsible for reviewing 

elements of payroll and their related contract agreements.   
 The Payroll Department is responsible for changes made to 

contract rates.  Payroll is reviewed by department heads.  
Limited formal procedures exist for departments outside of 
Payroll to review that contract employees are paid in 
accordance with the union agreements. 

 Detective, rather than preventative, controls over contract 
employee data increases risks for inaccurate determination 
of rates for on call/standby time, overtime, double-time, rest 
periods and holiday pay. 
 

Payroll, Labor Relations and Human Resources should continue to 
share key information in order to act more efficiently and 
effectively.   
 
Labor Relations and/or Internal Audit should continue to actively 
review contract employee payrolls on a test basis to ensure 
adherence to union agreements. 
 
Labor union agreement training regarding interpretation and 
application of labor agreements should be instituted for all 
department heads and updates should be communicated regularly.   

 
5)             O 

Entity-Level and Management Override: 
 Management override occurred at Metra.  The former 

Executive Director operated outside of the control process 
when authorizing transactions which benefited him and 
others. 

 The former Executive Director was given broad authority to 
employ, retain, allocate functions and duties, as well as 
determine compensation and conditions of employment. 

 A comprehensive fraud risk assessment was not apparent at 
Metra.      

Policies and procedures should be updated to provide internal 
audit guidance for significant transactions approved by the 
Executive Director and senior leadership.  An independent 
evaluation of significant Executive Director and senior leadership 
approved transactions should be performed quarterly at the 
direction of the Board.  The Board and senior leadership should 
develop parameters for identifying significant transactions. 
 
Metra should consider a formal fraud risk management program 
that reinforces Metra’s current Code of Ethics and establishes clear 
roles and responsibilities for the Board, the Audit Committee, 
senior leadership and internal audit.  Additionally, there should be 
whistleblower training for all employees. 
 
The Board has enacted Ordinance No. MET 10-17 to establish 
whistleblower policies.  Additionally, the Board passed Ordinance 
No. MET 10-07, which states, the Board established “an Executive 
Committee to evaluate and consider compensation benefits 
afforded to Metra Employees” and the “Board shall review actions 
taken by the Executive Director with respect to staff compensation 
and benefits.”    
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6)              I 

End-User Processing: 
Multiple employees at Metra process transactions on 
workstations with no access to network drives, intranet and 
other applications.  The lack of these capabilities can create 
inefficiencies and may prevent Metra from implementing 
technological improvements.  
 
Metra has intentionally limited access to these applications for 
certain employees. 
 
Key end-users who only process transactions have limited 
opportunity for growth.  The lack of network capabilities and 
applications limits the users’ ability to assist in projects outside 
of data input.  Without email capabilities, exception reporting is 
required to be printed and distributed.  In addition to exception 
reporting, communication with the field offices can be limited to 
fax or phone. 
 

An upgrade of workstations to personal computers would allow 
key end-users to participate in functional areas outside of data 
input, would reduce the need for printing and distributing  
exception reports and improve communication between critical 
parties. 
 
Metra should continue to assess the need for updated equipment 
and access to systems for all employees. 
 
 

 
7)             P 

Budgeting Process: 
Multiple spreadsheets are maintained by the budgeting 
department without automation.  The Budget Department is 
constrained by the lack of a contemporary budget tool.   
 
Budgeted versus actual results are sent on a monthly basis to  
operating departments and Metra system-level administration 
departments. These analyses are sent on a monthly basis to 
department heads, where only significant variances are 
analyzed and discussed after the month-end close. 
 
While Metra has represented that it held regular and formal 
budget meetings in prior years, it does not appear that formal 
budget meetings are held internally at this time. 

Formal budgeting meetings should occur monthly to discuss 
updated budgets and forecasts during the budgeting process.   
 
All variance explanations should be documented and certain 
thresholds should be defined for each respective department. 
 
Metra should consider the implementation of an information 
technology application that interfaces with current and future 
financial applications.   
 
Metra has made efforts to research a budget tool in prior years.  Per 
management, the state of Metra’s legacy systems has made these 
tools incompatible and inefficient.  Metra plans to implement 
information technology upgrades that will include tools to improve 
budgeting capabilities (date uncertain).   
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8)             I 

Use and storage of paper documents: 
Multiple departments retain and file documents manually.  This 
has led to an abundance of files within the following 
departments: 
 Internal Audit 
 Materials Management 
 Human Resources 
 Accounts Payable  
 Payroll  
 Capital & Strategic Planning 

 
 

Metra should consider implementing an imaging system.  
Document imaging is a process that allows users to digitally 
capture, store, and retrieve paper documents from a 
computer/network.  Digitally-formatted information is accessible 
from all authorized personal computers.  Moreover, indexed, 
converted data offers a more effective way of locating pertinent 
information.  Converting records improves productivity.  Instant 
information retrieval allows employees to respond timely and 
share information internally.  Additionally, the cost of copying, 
transporting, and maintaining information is dramatically reduced. 

 
9)            O 

2009 Reorganization: 
Metra’s reorganization was driven by the former Executive 
Director, prompting organizational changes which drove 
departmental promotions and transfers for select employees.  
This reorganization impacted the organizational structure and it 
appears that a limited amount of data was retained to support 
these decisions.  
 

The reorganization changes that occurred in 2009 should be 
reviewed and reassessed to ensure changes were beneficial to 
Metra.  Organizational changes should continue to be assessed by 
senior leadership (with the input of selected Metra staff) and 
reviewed by the Board. 
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Appendix 2 - Detailed Findings and Recommendations 
 
Our procedures identified findings related to the design and operating effectiveness of certain internal controls.  The Board and senior 
leadership are implementing an action plan to address these findings to strengthen the system of internal controls.  Items noted as 
“Attention Required,” are items that require remediation.  Items noted as “Improvement Needed,” are items that may need improvement 
based on senior leadership’s assessment of risk relating to these findings. 
 
Missing controls or control deficiencies were identified through inquiry and observation with Metra personnel. Missing controls or control 
deficiencies were also identified through testing.  This summary addresses internal control weaknesses (findings), risks relating to these 
weaknesses and recommendations to improve these weaknesses.  Findings and recommendations are broken out into two different 
categories; findings identified during our risk assessment and findings identified during our internal controls evaluation. 
 
Recommendations were made based on the current processes and systems in place at Metra.     
 
Below are findings identified related to our risk assessment procedures performed. 
 
Risk Assessment 
 
#        Rating     Type Finding Recommendation 

 
1)                  O  

Policies and Procedures – Administrative Operating: 
During our inquiry over the policies and procedures, we 
identified the following issues: 
 A portion of the Administrative Operating policies and 

procedures are dated and in paper form (see Appendix 
6).   

 There is no formal method of communicating changes 
to policies and procedures to employees.  
 

Risk/Exposure 
The lack of policies and procedures could result in errors, 
inconsistencies and/or improper transactions. 

Senior leadership should consider adding the following processes:   
 Updated written policies and procedures for selected key 

processes (although policies and procedures may have been 
written many years ago, the processes may not be outdated).  
Formally documented policies are essential as a reference tool 
to determine that there are no inconsistencies in the process 
or improper transactions. 

 Entity-wide and departmental policies and procedures should 
be electronic and, if possible, posted on Metra’s intranet for 
easy access by the employees. 

 Policies and procedures should be formally communicated to 
employees annually. 

 The Administrative Operating procedures are currently being 
reviewed and updated where necessary and will be converted 
to an electronic format. 
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2)              O  

 
Human Resources – Lack of Documentation for Salary 
Increases and Correlation of Performance Reviews and 
Compensation: 
During our inquiry with Human Resources, we identified 
the following issues: 
 Senior leadership, who performs the final review of 

compensation increases, in some instances, does not 
document justification for all types of compensation 
increases in the employee file (i.e., salary data not 
centrally located and support for 2009 reorganization).   

 Annual raises are issued within a fixed percentage 
range.  Performance reviews may not be directly 
correlated to salary compensation increases (between 
the high and low fixed percentage increases). 
     

Risk/Exposure 
These situations increase the risk of inaccurate or 
unsupported compensation adjustments. 

Senior leadership should consider adding the following processes:   
 An executive compensation committee should be created to 

approve senior leadership’s salary adjustment decisions.  
Optimally, members of the Board would be on this committee 
(Note: Metra is currently developing formal procedures to 
define the type of increases that can be given.  Justification 
needed for increases will be maintained in employee files).  

 Performance reviews documented in the employee file should 
be considered more critically as a basis for annual 
compensation increases (i.e., in recent years, employees rated 
“Outstanding” generally receive the same annual salary 
increases as employees rated “Meets Expectations”).  The 
performance appraisal program was revised in its entirety in 
2007, involving changes to the forms including separate 
appraisal forms for professional and managerial staff.  The 
Human Resources Department should document its review of 
all annual performance reviews.      

 The Board has begun to address these issues through the 
formation of the Executive Committee and the Financial 
Practices and Reporting Review Committee.  The Board has 
also enacted Ordinance No. MET 10-07 which states, “The 
Board established “an Executive Committee to evaluate and 
consider compensation benefits afforded to Metra Employees” 
and the “Board shall review actions taken by the Executive 
Director with respect to staff compensation and benefits.”   
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3)                  O  

Formal Succession Planning: 
During our inquiry with senior leadership, we identified 
the following issues.   
 Formal succession plans are being developed at Metra, 

but are incomplete with regard to non-contract 
employees. 

 Senior leadership does not have a current formal 
succession plan in place. 
 

Risk/Exposure 
These situations increase the risk of potential efficiency 
loss in the event of employee termination, retirement or 
resignation.   
 

Senior leadership should consider adding the following processes:   
 Identify all key positions and ensure that proper training and 

documentation exists for employees.  This will address the 
potential efficiency loss due to termination, resignation or 
retirement.  Metra established the Manpower Planning 
Department in 2008 to centralize the succession planning 
function within the Human Resources department.   

 Create formal job descriptions and department policies and 
procedures. 

 Due to the possibility of additional retirements in key positions 
in the near-term, Metra should expedite its identification of 
future leaders and develop a specific long-term training 
program to ensure a smooth transition into key leadership 
roles. 

 Conduct formal cross-training on a departmental basis. 
 Metra should consider an independent third-party study to 

identify current Metra professionals who may be qualified or 
may become qualified to assume increased responsibility. 

 
 
4)                  O  

Entity Level and Management Override: 
The former Executive Director utilized his authority to 
secure enhanced benefits for himself and others.   

 
Risk/Exposure 
These situations increase the risk of senior leadership’s 
circumventing controls without detection by key 
personnel.   

Senior leadership should consider adding the following processes:   
 Propose and formally approve ordinances which would require 

additional Board approval of key benefit payments that do not 
occur through the regular course of business. 

 Board oversight should be assigned to key functions of senior 
leadership. 

 Policies and Procedures should directly address any employee 
benefits that could dictate an employee payout. 

 The Board has enacted Ordinance No. MET 10-17 to establish 
whistleblower policies.  Additionally, the Board passed 
Ordinance No. MET 10-07, which states, “The Board 
established an Executive Committee to evaluate and consider 
compensation benefits afforded to Metra Employees” and the 
“Board shall review actions taken by the Executive Director 
with respect to staff compensation and benefits.” 
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5)                  O  

Enterprise Risk Assessment: 
Based on our evaluation of the internal audit function, we 
identified the following issues: 
 A formal operational risk assessment methodology 

has not been created.  Internal audit projects for each 
fiscal year are based on the Audit Department’s 
experience and judgmental risk assessment. 

 Audits performed without a formal/scientific risk 
assessment model may not include all auditable areas 
and may not address the frequency of audits of all 
Metra functions. 
 

Risk/Exposure 
This situation increases the risk that the Internal Audit 
Department may not address the riskiest areas of the 
organization with their audits performed. 
 

Senior leadership should consider adding the following processes: 
 Internal Audit, with the help of senior leadership, should 

formalize a risk assessment.  The risk assessment should be 
reviewed and reassessed annually (Note:  Audit is 
collaborating with the RTA in their effort to establish a risk 
assessment model in 2011 to be used in the audits of the 
service boards and the RTA. The collaboration will minimize 
duplication of efforts by Metra and the RTA). 

 Annual audits should be performed based on a formal risk 
assessment model, updated annually, to ensure that the 
riskiest audit areas are covered in the annual audit plan.  
Metra plans to use the risk assessment model developed by 
RTA as a platform to modify and create a risk assessment 
model, to be used in updating the annual internal audit plan.  

 A control and fraud risk assessment questionnaire should be 
developed and sent to senior leadership.  Responses should be 
incorporated into the risk assessment and respective annual 
internal audit plan.  
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Internal Controls 
Below are findings identified related to our internal control procedures performed. 
 
#        Rating     Type Finding Recommendation 

 
6)          O 

Human Resources – Hiring: 
Based on our testing of new hires, we identified the 
following issues: 
 Out of twenty-five new hires tested, four employees 

were hired outside of the standard hiring process.  
Two of these instances included waivers approved by 
the former Executive Director.  The other two hires did 
not include a waiver signed by the former Executive 
Director.  

 Policies and procedures do not explicitly state the 
protocol for the use of waivers. 

 Policies and procedures identify specific individuals or 
departments that are required to concur with 
selection of candidates. However, concurrence by 
some members was not documented in certain 
employment files in our sample. 

 
 Risk/Exposure 
These situations increase the risk that new hires could be 
employed without appropriate experience levels.  

Senior leadership should consider adding the following processes: 
 Formal policies and procedures addressing the use of waivers 

should be drafted and approved. 
 The Board has begun to address these issues through the 

formation of the Executive Committee and the Financial 
Practices and Reporting Review Committee.  Specifically, the 
Board implemented Ordinance No. MET 10-14, which 
established a policy that requires the Executive Director to 
receive consent from the Board before the Executive Director 
exercises a waiver. 

 The Board has enacted Ordinance No. MET 10-16, establishing 
a Nepotism policy. Metra may also want to consider requiring 
members of a selection committee to acknowledge that 
nepotism was considered during the hiring process. 

 Metra has begun to document the concurrence by members of 
a selection committee of the selection of a candidate.  This 
documentation is now maintained in the employee files.  
  



 

LEGEND                     TYPE 
         
 Attention Required             O Organizational  
 Improvement Needed        P  Process     
           I   Information Technology 
        

Metra Risk Assessment and Internal Controls Report  11 
  

#        Rating     Type Finding Recommendation 

 
7)          O 

Human Resources – Performance Review: 
Based on our testing of year-end performance reviews, we 
identified the following issues: 
 Out of twenty-five employees tested, all had 

performance reviews of “Meets Expectations” or 
above.  Substantially all of these tested employees 
received overall ratings of “Exceeds Expectations” or 
“Outstanding.”   As noted in #2, these ratings did not 
have any significant impact on annual salary 
increases.  

 Two instances were noted in which evaluations were 
not signed by the employees being evaluated. 

 One performance review contained a signature stamp 
approval by the former Executive Director.   

 
Risk/Exposure 
Lack of monitoring performance reviews increase the risk 
of inaccurate employee feedback or retention. 

Senior leadership should consider adding the following processes: 
 Although performance appraisals are reviewed by Human 

Resources prior to distribution to employees, Human 
Resources should document its review of all annual 
performance reviews to ensure they are consistent with Metra 
policies and procedures.  

 Although managers are challenged by Human Resources to 
defend their ratings, the criteria utilized for these ratings 
should be more critically considered when proposing annual 
salary increases.   
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8)           O, P 

Human Resources –Salary Adjustments and 
Compensatory Time: 
Based on our testing documentation relating to salary 
adjustments, we identified the following issues: 
 A reorganization and related interim pay increases 

occurred in 2009.  The documentation regarding the 
reorganization and related salary adjustments 
effective April 1, 2009 was informal.  The approval and 
documentation appears to consist of an employee list 
utilized by the former Executive Director.  No 
indication of secondary concurrence of the 
adjustments was provided.  Additionally, multiple 
June 2009 salary adjustments occurred which were 
informal and approved by the former Executive 
Director.    

 In certain instances, complete supporting 
documentation for equity increases was not 
maintained centrally in the employee personnel files.  
Formal policies and procedures for equity increases 
are lacking. 

 Testing of hiring revealed one instance of 
compensatory time being paid as a result of work on a 
special project.  Procedures regarding payment of 
compensatory time/bonuses should be documented 
in Metra’s policies and procedures.  
 

Risk/Exposure 
Lack of centralized and monitored equity increases and 
other compensation could lead to unsupported salary 
adjustments.  The lack of consistency in policies increases 
the risk that all employees are not receiving fair 
consideration. 

Senior leadership should consider adding the following processes: 
 All salary adjustments should be formally documented and 

supported. 
 Formal policies and procedures addressing the process for 

equity adjustments should be drafted and approved.   
 All equity adjustment support should be reviewed and 

maintained in the employee files. 
 The Board has begun to address these issues through the 

formation of the Executive Committee and the Financial 
Practices and Reporting Review Committee.  Specifically, Metra 
passed Ordinance No. MET 10-07, which states, “The Board 
established “an Executive Committee to evaluate and consider 
compensation benefits afforded to Metra Employees” and the 
“Board shall review actions taken by the Executive Director 
with respect to staff compensation and benefits.”   

 In addition, Metra is now providing a summary of personnel 
actions on a monthly basis to the Board. 
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9)            O 

Overtime Improprieties: 
Metra, through its own investigation and data discovered 
by the Internal Audit Department, noted the theft of 
overtime hours. 
 
Risk/Exposure 
Although Internal Audit has performed procedures related 
to these issues, such practices could still occur undetected. 

Senior leadership should establish consistent reviews of available 
data to determine the existence of overtime theft and add 
additional controls to prevent overtime theft. 
 Identified instances should be dealt with by an established and 

non-negotiable policy. 
 The implementation of the new Kronos timekeeping system 

will provide managers with overtime reports that will enable 
them to verify and manage overtime.   

 The employees involved in one specific identified instance of 
theft of overtime time were assessed discipline. 

 
 
10)           O 

Payroll – Policies and Procedures: 
As noted in the risk assessment results, the Payroll 
Department has dated policies and procedures. Current 
payroll policies and procedures for contract/non-contract 
processing, manual adjustments, exception reporting, 
reconciliations and off-site timekeeping are dated and in 
paper form.   
 
Risk/Exposure 
Lack of updated payroll policies and procedures could 
result in processing errors, improper or unauthorized 
transactions and inaccurate reporting. 

Senior leadership should review and update, if applicable, policies 
and procedures for payroll.  Additionally, policies and procedures 
should be updated for the following key payroll processes:  
 Manual adjustments 
 Contract and non-contract payroll processing 
 Exception reporting 
 Reconciliations  
 Offsite timekeeping policies and procedures for contract 

employees 
 Custody of paper time records 
 Metra is in the process of upgrading field timekeeping for non-

transportation employees to the Kronos time clock based 
system.  Locations will process timekeeping uniformly and 
process and procedures will be updated.  Metra expects to 
have the conversion completed during the first quarter of 
2011.  
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11)           P 

Offsite Payroll Time Keeping– Contract Employee 
Processing: 
Based on our testing of contract employee payroll hours, 
we identified the following issues: 
 Out of fifty-three employees tested for two months, 

we discovered five instances of misapplication of 
compensation among four employees.  Employee 
identification (“ID”) was incorrectly applied to 
employee time within the manual daily time sheet.  
The timekeeper applied, within Kronos (timekeeping 
system), the incorrect employee ID per the daily 
timesheet resulting in payment to an employee for 
hours not worked.   

 In each instance noted above, an employee performed 
work for which they were not compensated while an 
unrelated employee received payment for the 
performing employee’s work.  Each error was manual 
in nature and the result of the incorrect application of 
the employee ID to employee name per manual daily 
time sheet.   

 
Risk/Exposure 
Lack of review and agreement of daily timesheets to the 
Kronos timekeeping system can lead to incorrect payroll 
processing.  Manual timesheets can lead to undetected 
clerical errors.  
 

Senior leadership should consider adding the following processes: 
 The respective department heads or their designees should 

review all timesheets against Kronos reports prior to 
submission to Payroll.   

 Timesheets should be generated electronically, if possible, to 
ensure employees ID code is consistent with names and hours 
worked. 

 If manual timesheets are utilized, they should be generated for 
each employee with pre-populated information within each 
sheet. 

 Manual timesheets should be maintained for a period as 
described and mandated by Metra’s current record retention 
policy or a policy to be developed. 

 Metra is in the process of upgrading field timekeeping for non-
transportation employees to the Kronos time clock based 
system.  Locations will process timekeeping uniformly and 
process and procedures will be updated.  Metra expects to 
have the conversion completed during the first quarter of 
2011.  

 The new system will provide exception reporting required for 
personnel to review potential problems before the data is sent 
to payroll for processing. 
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12)           P 

Payroll – Contract Employee Overtime Approval: 
Overtime hours are requested, approved and retained at 
individual department sites.  Based on our testing of 
contract employee overtime hours, we identified the 
following issues: 
 Three overtime requests were processed without 

approval. 
 Four overtime requests could not be located. 
 One employee reviewed his own overtime requests.     
 
Risk/Exposure 
Lack of review of overtime hours could lead to excessive 
overtime without detection. 

Senior leadership should consider adding the following processes: 
 Manual timesheets should be reviewed and compared to 

Kronos reports prior to submission to Payroll.   
 Overtime requests should be reviewed against manual or 

Kronos timesheets by department heads or their designees 
during the review over payroll submitted for processing.  The 
new Kronos system should detect overtime from being 
processed without approval. 

 Where efficient, overtime requests and timesheets should be 
automated to reduce the risk of errors.  This would allow the 
automation of approval. 

 
 

 
13)                    P 

Payroll – Contract Employee Processing: 
When timesheets are manually entered, hours and project 
codes, when applicable, are manually entered by the 
Payroll Department or offsite timekeeper.  Based on our 
testing of contract employee payroll, we identified the 
following issues: 
 One instance, within a large sample tested, was noted 

where Payroll did not apply hours worked to the 
correct project code per timesheet.  This resulted in an 
expense to the incorrect general ledger code.   

 Some instances, within a large sample tested, were 
noted where the payroll records did not match the 
manual timesheets.  These manual timesheets lacked 
the summation of hours which would have allowed 
any discrepancies to have been clearly identified.        

 
Risk/Exposure 
Lack of review of hours entered could lead to incorrect 
time processed.  This could also lead to incorrect general 
ledger recording. 

Senior leadership should consider adding the following processes: 
 An independent review of payroll hours recorded should be 

performed over the individual entering or processing hours.  
Review should consist of employee name, hours, overtime 
hours, project code and general totals. 

 In instances where manual timesheets are sent to the Payroll 
Department, department heads or their designees should 
document total hours by day to allow Payroll to have control 
totals for proper reconciliation. 

 The new Kronos system will validate project codes.  Time will 
be entered directly from time clock swipes instead of manual 
work reports.  The new system should provide the reporting 
necessary for managers to review and approve payroll data 
before it is sent to payroll for processing. 
 
 



 

LEGEND                     TYPE 
         
 Attention Required             O Organizational  
 Improvement Needed        P  Process     
           I   Information Technology 
        

Metra Risk Assessment and Internal Controls Report  16 
  

#        Rating     Type Finding Recommendation 

 
14)           P 

Payroll – Exception Reporting: 
Based on our testing of contract employee payroll, we 
identified the following issues: 
 Payroll hours are entered or uploaded by the payroll 

department based on hours reviewed by department 
heads.  Overtime exception reports are not effectively 
used as a monitoring tool. 

 Probationary rates can be changed by multiple payroll 
clerks based on system prompts.  Reports that only 
document probationary rate changes for the pay 
period should be prepared for other Metra 
departments (i.e., Human Resources, Audit and Labor 
Relations).   

 
Risk/Exposure 
Lack of review of quality exception reports increases the 
risk of chronic overtime issues or inaccurate probationary 
rate change adjustments. 

Senior leadership should consider adding the following processes: 
 Overtime exception reports should be reviewed by the Payroll 

Department prior to payroll submission. 
 Overtime exception reports, by employee, should be circulated 

to departments on a monthly basis. 
 An exception report documenting changes to probationary 

rates should be generated and reviewed by the Human 
Resources, Audit and Labor Relations Departments on a regular 
basis. 

 Labor Relations and/or Internal Audit should formally review 
overtime reports on a regular basis.  This will allow Labor 
Relations and/or Internal Audit to review the types of hours 
paid against the respective labor agreement to ensure proper 
application by department heads. 

 The new Kronos timekeeping system should provide the 
overtime and exception reporting needed for managers to 
review and approve payroll data before it is sent to payroll for 
processing.  These reports can also be emailed to the 
appropriate manager. 
 

 
15)           O 

Payroll – Contract Employees Overtime Study: 
Multiple contract employee groups incur significant 
amounts of overtime.  Based on our evaluation over the 
controls regarding compensation of contract employees, 
we identified the following issues: 
 No formal manpower review over contract employee’s 

current hours and benefits has been conducted. 
 No formal cost/benefit analysis of hiring additional 

contract employees, with the purpose of decreasing 
overtime, has been conducted. 

 
Risk/Exposure 
Lack of overtime and manpower studies increases the risk 
Metra is incurring more than necessary operating and 
capital costs. 

Senior leadership should consider adding the following processes: 
 A study of contract groups that incur high overtime should be 

conducted.  Studies should include comparing additional 
benefits incurred in hiring more contract employees against 
the current payroll including average overtime. 

 Studies should be reviewed with department heads of the 
respective contract groups to ensure overtime assumptions are 
accurate.   

 At present, an overtime report is issued each pay period that 
contains overtime worked during the pay period as well as 
year-to-date.  This report is sent to each manager.  
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16)           P 

Design of Key Wire Transfer Controls: 
Based on our testing of wire transfers, we identified the 
following issues: 
 Out of thirty-three wire transfers tested, we 

discovered ten instances of wire transfers being 
approved without adequate support. 

 The approval of wire transfers is based on check-
signing policy.  Currently a design deficiency exists in 
the control as wire transfers can be submitted without 
proper corroborating documents for review by the 
Treasury Department. 
  

Risk/Exposure 
Inaccurate documentation increases the risk that 
payments are inaccurate or unsupported. 
 

The Treasury Department should review all outbound wire 
transfers to ensure proper support exists prior to payment. 

 
17)           P 

Procurement – Management Override: 
The Executive Director maintains the authority to initiate 
requisitions and change orders without the standard 
approval process.  Based on our evaluation of the 
procurement process, we identified the following issues; 
 One requisition initiated by the former Executive 

Director and/or former General Counsel did not 
include all required approval signatures or a 
justification memo. 

 Two change orders were approved by the former 
Executive Director without other approvals required 
per policies and procedures. 

 At the direction of the former Executive Director, 
change order information was not included in the 
monthly summaries sent to the Board for the period 
from approximately October 2004 through May 2010.   

 
Risk/Exposure 
Improper contracts or additional change orders can be 
approved by Metra without appropriate oversight. 

Senior leadership should consider adding the following processes: 
 In addition to the current Board oversight of contracts and 

change orders, oversight by the Board or assigned committees 
should be considered for situations in which the Executive 
Director initiates contracts or change orders. 

 Change Orders of $10,000 or greater as of May 1, 2010 are now 
included in Board’s monthly Procurement Summary Report.  
The Board should actively review and question the monthly 
package received related to change orders and contracts. 

 The Board should form a subcommittee to examine these 
reports on a more detailed basis. 

 Metra should continue to obtain sign-offs as part of the 
internal “Blue Folder” process.  
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18)           P 

Procurement – Procurement Files – Completeness and 
Consistency: 
Due to the volume of information contained in manual 
requisition files, there was a lack of completeness and 
consistency in certain areas (Metra indicated that this may 
be due, in part, to Freedom of Information Requests, User 
Department reviews, and the handling of files by non-
Metra employees who may not return these files in their 
original condition).  During our testing of forty-five 
procurement files we identified the following: 
 One situation in which scoring sheets were not 

included in the file. 
 One situation in which documentation of a final 

interview was not included in the file to document 
justification of the award to the winning vendor. 

 Two situations in which proper buyer authorization 
for phone bids was not included in the file. 

 We noted situations in which cost estimate and/or 
cost analysis information seemed to be lacking. 

 Lack of clear summaries for certain aspects of the 
bidding process. 

 Many duplicate and draft documents were noted in 
the files, creating files which were difficult to follow. 

 
Risk/Exposure 
Inefficiencies can be created from the maintenance of 
these large manual files, increasing costs to the 
organization. 

Senior leadership should continue to assess the cost/benefit of 
improving completeness and consistency of files: 
 Maintenance of files in a centralized electronic format rather 

than hard copy paper files.  Structure all electronic files in a 
consistent, organized manner.  

 Written policies and procedures should include detailed 
documentation requirements. This will improve completeness 
and consistency in the files. 

 Metra should consider updating its policies and procedures 
regarding requirements to obtain independent cost estimates. 

 All relevant documentation justifying a contract award should 
be centrally maintained in a procurement file. 
 



 

LEGEND                     TYPE 
         
 Attention Required             O Organizational  
 Improvement Needed        P  Process     
           I   Information Technology 
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#        Rating     Type Finding Recommendation 

 
19)           P 

Purchase Orders Under $10,000: 
During our review of the vendor performance evaluation 
process, we noted the following issue: 
 There were multiple authorized purchase orders for 

certain vendors that were individually less than 
$10,000, but when aggregated, were in excess of 
$10,000.  
 

Risk/Exposure 
This situation increases the risk that multiple awards 
under $10,000 for the same or similar goods or services 
may be made without detection by the Materials 
Management Department. 
 

Senior leadership should establish a formal process for evaluating 
purchase orders under $10,000. 
 Although requisitions are monitored as submitted for 

processing, the Materials Management Department should 
formally monitor purchase orders under $10,000 to ensure 
that requisitions for goods and services should not be 
subjected to formal competitive bidding procedures. 

 Internal Audit should review and test purchase orders under 
$10,000 on a periodic and/or annual basis. 

 
20)           O 

Contracts – Lack of Oversight: 
Certain long-standing lobbying contracts lack 
requirements for sufficient monthly detail results 
reporting to determine that contracted services are being 
performed. 

 
Risk/Exposure 
A risk of non-performance and overpayment exists. 
 
 

Metra should require all significant vendors to report detailed 
descriptions of tasks undertaken and results achieved for service 
contracts. 
 Detailed invoices will allow Metra to understand the value it is 

receiving for certain services. 
 Metra has replaced its long-standing lobbying firm and will 

monitor detailed reporting requirements on a prospective 
basis. 

  
 

  



 

LEGEND                     TYPE 
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21)           P 

Capital & Strategic Planning – Policies, Procedures and 
Approvals:  
During our testing within the Capital Grants and Program 
Development Departments, the following issues were 
noted: 
 While policies and procedures do exist, a single 

comprehensive procedural manual containing all the 
department’s procedures does not exist.  

 One instance in which an obligation was recorded 
incorrectly and not corrected in a timely manner.  

 While Metra’s practices require that reimbursable 
capital project invoice requests made by Capital & 
Strategic Planning staff are approved by individuals 
outside of the division, Metra does not have a formal 
procedure that documents this practice. 
  

Risk/Exposure 
Lack of a single comprehensive procedural manual 
increases the risk of inefficiencies and the lack of a formal 
procedure for reimbursable capital project invoices 
increase the risk of a transaction being processed without 
appropriate approvals. 
 

Metra should continue adding the following procedural and 
documentation requirements: 
 Create a single comprehensive procedural manual that is 

consistently updated and communicated regularly to all 
employees within Capital Grants and Program Development 
Departments. 

 Formal policies and procedures should be updated and 
communicated to the Accounts Payable department to ensure 
that proper approvals are documented. 
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Appendix 3 - Internal Control Testing Procedures Performed 
 
Below are testing procedures performed to validate the current Metra controls.  Testing procedures were 
based on risks identified during inquiry and observation with senior leadership.  During our testing 
procedures we identified additional risks.  At the direction of the Board, Counsel, interim Inspector General 
and senior leadership, we extended our testing procedures to address these risks. 
 
The documentation below lists the procedures performed during our internal controls evaluation.  See 
Appendix 2 - “Detailed Findings and Recommendations,” for findings identified. 
 

Testing Procedure 

 Gained an understanding of key processes by performing a walkthrough of the following: 
 Accounts Payable – receipt of invoice to payment processing and check issuance 

o Operating payment 
o Expense payment 
o Capital payment 

 Vendor master file - vendor change process 
 Cash disbursements process – check and wire transfer approvals 

o Check disbursements 
o Wire transfer disbursements 

 Payroll process – hiring inception to payroll check issuance 
o Manual timesheets 
o Kronos time keeper 
o Engine Train and Switch 

 Sick, vacation and PTO process – processing, review and approval 
 Procurement – policies, procedures and bid/request for proposal processing and approval 
 Grant Management – policies, procedures, project and grants close-outs 

 Documented the procedures for the above processes based on our walkthroughs.  Based on design of the 
controls, our findings are documented in Appendices 1 and 2. 

 Evaluated a sample of check disbursements.   
 Agreed check disbursement amounts to the invoice or supporting documentation.   
 Verified that invoices were properly approved in accordance with the signature book.   
 Randomly selected twenty-five checks paid and agreed the checks to the supporting invoice.   
 Evaluated invoices for proper approval.  
 Verified that payments were applied to invoices correctly.   
 Verified that expenses were applied to the correct general ledger account.   
 Evaluated disbursements for potential duplicate payments made. 
 Evaluated the check register from 1/1/10 through 6/30/10 for multiple payments applied to the same 

invoice.   
 Verified that multiple payments made to vendors were not duplicative.   
 Verified that payments were applied to a unique invoice number. 
 Determined that vendors were listed within the Vendor Master File.  
 Summarized payments made from 1/1/10 through 6/30/10 by vendor, and verified that each vender paid 

agreed to the current vendor master file. 
 Tested the approval process over wire transfers.   
 Verified that wire transfers were properly approved and supported. 
 Tested employee wire transfers from the period 1/1/07 through 6/30/10.  Thirty-three wire transfers were 

tested.   
 Evaluated each wire transfer for proper authorization in accordance with policies and procedures.  
 Evaluated each wire transfer for adequate support.    
 Tested a sample of employee overtime hours paid to ensure proper payroll processes were followed. 
 Verified that hours were properly approved.  
 Verified that hours were in line with union labor agreements.   
 Verified that approved hours were paid and the reasonableness of overtime hours worked.  
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Testing Procedure 

 Evaluated time-sheets related to employee hours for two months of pay periods for sixty-five employees.   
 Agreed timesheets to payroll registers.   
 Verified appropriate approval for timesheets and overtime requests.   
 Agreed certain components of hours and rates to union labor agreements. 

 Tested a sample of non-contract employees to ensure that adequate support exists for compensation 
adjustments.  

 Tested a sample of twenty-five non-contract employees.   
 Evaluated employee status change, performance review, and other information within employee 

personnel files to verify that compensation adjustments were properly supported as required by the 
compensation adjustment process.  

 Tested a sample of employees to verify salary adjustments are properly approved in accordance with 
policies and procedures. 

 Tested a sample of twenty-five non-contract employees.   
 Verified that salary adjustments were processed correctly.   
 Verified that salary adjustments were reviewed in accordance with Metra policies and procedures. 
 Tested a sample of employees to verify that employee transfers were properly approved in accordance 

with Metra policies and procedures. 
 Tested a sample of seventeen employees.   
 Verified that employee transfers were processed correctly.  
 Verified that employee transfers were processed and reviewed in accordance with Metra policies and 

procedures. 
 Tested a sample of new hire employee files to verify that the hiring process for the position obtained by 

the employee was properly followed.  
 Tested a sample of twenty-five new hires for non-contract positions.   
 Evaluated employee hiring files to determine whether or not they were hired in accordance with policies 

and procedures. 
 Tested the annual charitable contributions documentation for the years 2007-2010.  
 Tested that charitable contribution slips were properly and accurately recorded.  
 Tested a sample of procurement files to ensure that proper support existed.   
 Evaluated each file to verify they were in accordance with Metra policies and procedures.   
 Evaluated each file for proper authorization and approval. 
 Tested forty-five procurement files.   
 Evaluated the files to ensure the requisition was accurate and properly approved.  
 Verified each award was properly authorized and issued in accordance with policies and procedures.  
   
 Analyzed authorized purchase orders below the formal bid solicitation threshold of $10,000.   
 Inquired regarding the nature of selected purchase orders. 
 Extracted purchase orders with amounts between $9,000 and $9,999.   
 Judgmentally selected twenty vendors in the aforementioned criteria.  Select vendors were shared with the 

Materials Management and Internal Audit Departments.  
 Analyzed grants reports and files to gain an understanding of the processes and controls 

surrounding grants management and program development procedures. 
 Tested twenty-five project files and evaluated supporting documentation related to budgeted, obligated 

and expended amounts. 
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Appendix 4 - IT System Matrix 
 
 
Below are examples of potential benefits and control enhancements relating to a systems upgrade: 
 
 
 
 
 
 
 
 

Outdated IT Systems  Future IT Systems 
Batch interfaces from different systems and sub- 
ledgers.   
 
Manual review of all interfaces. 
 
Reconciliations at period-end to ensure accuracy. 
 
Reliance on manual exception reporting 
generated and printed daily by information 
technology. 
 
Manual controls exist for reviewing transactions. 
 
System access restrictions exist but are limited 
and are complex to monitor. 
 
Financial reporting preparation is complex and 
manual in nature. 
 
Budgeting relies on the complex consolidation of 
multiple data inputs.  Data inputs can be manual 
in nature. 
 

 One system with minimal interfaces.   Controls 
updating sub ledger automatically.   
 
Reconciliations at period-end to ensure accuracy. 
 
Ad hoc and demand reporting automated and 
sent to users computers daily. 
 
Implementation of automated review controls to 
replace manual controls. 
 
System access can be restricted and monitored 
centrally. 
 
Reporting can be customized in order to generate 
financial statements with little manual 
interference. 
 
Budgeting reports can be customized in order to 
generate key assumptions with little manual 
interference. 
 
Transition of Information Technology manpower 
from report generation and batch interfacing to 
ERP support. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

LONG TERM ECONOMIC VALUE 

EFFICIENCY 
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Appendix 5 - Glossary of Terms 
 
Automated Controls – Controls performed by computer systems or enforced by system security 
parameters. 
 
Board Ordinance – Policies and procedures for Metra approved by the Board. 
 
Change Order – Changes to an original contract requiring additional services and payments. 
 
Control Environment – Comprises senior leadership's philosophy, attitude and demonstrated commitment 
to establishing a positive atmosphere for the implementation and execution of well-controlled business 
operations.   It also embraces general attitudes and skill levels of company personnel and high-level 
processes for managing risk and achieving business objectives.  The control environment enables senior 
leadership to identify high level controls that can be tested and it influences strongly the effectiveness of 
Metra’s other systems of control and, accordingly, senior leadership’s ability to rely on those controls. 
 
Design Deficiency – Occurs when a necessary control is missing or an existing control is not properly 
designed (e.g., not performing edit checks on orders, edit checks that only verify a limited number of 
attributes, etc.). 
 
End-User Processing – Individuals responsible for processing transactions within the system. 
 
Engine Train and Switch – An electronic system used to report time-keeping. 
 
Entity-Level – Internal control at an entity level forms the foundation for the performance of several 
activities which, together, provide a detailed understanding of controls. This information is used to 
understand, evaluate, and test the components of internal control at a process/application level. 
Entity controls include those controls to mitigate the risk of fraudulent acts that cause a material 
misstatement in the financial statements. 
 
Exception Report – A report which summarizes data that is not normal or not within expected parameters. 
 
Findings – Design or operating deficiencies identified during evaluation of controls. 
 
Internal Control – A process, affected by an entity’s Board of Directors, senior leadership, and other 
personnel, designed to provide reasonable assurance regarding the achievement of objectives in the 
reliability of financial reporting, effectiveness and efficiency of operations and compliance with applicable 
laws and regulations. 
 
Kronos – An electronic system used to report time-keeping. 
 
Management Override – Intervention by senior leadership in handling financial information, individual 
transactions and making decisions contrary to internal control policy 
 
Manual controls – Controls performed by staff.  They can be monitoring or application controls. 
 
Operating Deficiency – Exists when either a control is not operating as designed or the person performing 
a control does not possess the authority or qualifications to perform the control effectively (e.g., not 
performing bank reconciliations, staff accountant reviewing and approving bank reconciliations, etc.). 
 
Oracle – A provider of integrated business solutions utilized for processing transactions. 
 
Policies and Procedures – Approved documents that describe Metra's policies for operation and the 
procedures necessary to fulfill the policies. 
 
Preventative Controls – Procedures within a system of internal control that are designed to prevent an 
error or misstatement in the accounting records.  Preventative controls are normally applied at a single 
transaction level.  (e.g., review of journal entries prior to input, required fields, batch controls, segregation of 
duties, etc.). 
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Purchase Requisition – A document generated by a user department to notify the Materials Management 
Department of items it needs to order, their quantity, and the time frame.  This document evidences 
approval of the purchase. 
 
Risk Assessment – A risk assessment is the identification and analysis of relevant risks to the achievement 
of an organization's objectives, for the purpose of determining how those risks should be managed. 
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Appendix 6 – Policies and Procedures 
 
 
 

Metra’s policies and procedures manual is a 326-page document.  Some policies and 
procedures within the document appear to have been most recently updated in the 1980s 
or 1990s.  The complete document has not been included as an Appendix to this report, but 
is available upon request. 
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Appendix 8 – Procurement Policies and Procedures 
 
 
 

Metra’s procurement policies and procedures manual is a 425-page document.  The 
complete document has not been included as an Appendix to this report, but is available 
upon request. 
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Appendix 9 – Summary of Board Actions 
 

MAY 2010 BOARD ACTIONS 

At the May 14, 2010 meeting of the Board, certain actions were undertaken to address allegations 

and concerns with regard to the operations of Metra.  The Financial Practices and Reporting Review 

Committee was formed to look at policies, procedures and standards of Metra’s compensation 

system, personnel procedures and compensation review.  Additionally, and Executive Committee 

was formed to review current Board governance practices (including the oversight of the Executive 

Director’s office).  An Acting Inspector General was also appointed during this meeting, who’s 

mandate was to report directly to the Chair of the Board and receive point of information and 

complaints regarding Metra’s business practices. 

 

JUNE 2010 BOARD ACTIONS 

- Ordinance NO. MET 10-07  

o The Board established “an Executive Committee to evaluate and consider 

compensation and benefits afforded to Metra employees” and the “Board shall 

review actions taken by the Executive Director with respect to staff compensation 

and benefits.” 

o The Executive Director “shall provide a monthly report to the Board that details 

personnel actions with respect to non-contract employees.”  The report “shall include 

all material actions with respect to non-contract employees, including new hires, 

promotions, separations, any increases in compensation or salary, and any material 

increases in benefits, including contributions to 401k and 457 deferred 

compensation programs.” 



 

SEPTEMBER 2010 BOARD ACTIONS 

At the September 17, 2010 meeting of the Board several ordinances were passed which included the 

following: 

- Ordinance NO. MET 10-14 - Non-Contract Employee Handbook employment conditions 

o The Board established “a policy that requires the Executive Director to receive 

consent from the Board before the Executive Director exercises a waiver of or 

deviates from the vacation carry-over/buy-out, sick leave reserve cash-out, job 

postings, or the Revolving Door policies or procedures set forth in the Handbook.” 

 

- Ordinance NO. MET 10-15 – Special Contributions to the 401(k) Plan 

o The Board amended Ordinances MET 88-24 and MET89-2 “to require the Executive 

Director to secure Board approval for any  and all contributions to be made by Metra, 

including matching contributions and any special contributions as described in 

Exhibit A to the Plan, but not including contributions made by individuals 

employees.” 

 

- Ordinance NO. MET 10-16 – Nepotism 

o The Board established a “Nepotism Policy for the elimination of nepotism wherever 

practicable.  This policy shall apply to employees, officers, and Board members.”  “The 

Board is committed to ensuring that all job opportunities are based on merit, and 

finds that the elimination of favoritism serves that goal.” 

 

 

 



- Ordinance NO. MET 10-17 – Whistleblower 

o The Board established a Whistleblower Policy that applies to all employees, officers 

and Board members.  The State of Illinois adopted the Whistleblower Act, 740 ILCS 

174/1 et esq., (“Act”) and it applies to the Commuter Rail Board of the Commuter Rail 

Division of the Regional Transportation Authority.  “The purpose of the Act is to 

encourage employees to disclose serious breaches of conduct covered by policies or 

law, to inform employees how allegations of wrongful conduct can be disclosed, and 

to protect employees from reprisal as the result of having disclosed wrongful 

conduct.” 

 



















































































$50,000 Pay at Retirement
($/month)

Years of 
Service

RTA Pension 
Plan Benefit

Railroad 
Retirement 
Benefit Tier 

1

Railroad 
Retirement 

Benefit Tier 2
401(K) Benefit 

(3% Match)

Replacement 
Ratio w/ 401(K) 

contributions

Replacement 
Ratio w/o   

401(K) 
contributions

20 $1,458.33 $1,922.80 $544.44 $355.97 102.76% 94.21%
25 $1,822.92 $1,992.10 $680.56 $513.80 120.22% 107.89%
30 $2,187.50 $2,175.60 $875.00 $715.24 142.88% 125.71%



$75,000 Pay at Retirement
($/month)

Years of 
Service

RTA Pension 
Plan Benefit

Railroad 
Retirement 
Benefit Tier 

1

Railroad 
Retirement 

Benefit Tier 2
401(K) Benefit 

(3% Match)

Replacement 
Ratio w/  401(K) 

contributions

Replacement 
Ratio w/o   

401(K) 
contributions

20 $2,187.50 $2,196.10 $792.00 $533.95 91.35% 82.81%
25 $2,734.38 $2,211.80 $990.00 $770.70 107.31% 94.98%
30 $3,281.25 $2,371.80 $1,272.86 $1,072.86 127.98% 110.81%



$100,000 Pay at Retirement
($/month)

Years of 
Service

RTA Pension 
Plan Benefit

Railroad 
Retirement 
Benefit Tier 

1

Railroad 
Retirement 

Benefit Tier 2
401(K) Benefit 

(3% Match)

Replacement 
Ratio w/ 401(K) 

contributions

Replacement 
Ratio w/o   

401(K) 
contributions

20 $2,916.67 $2,301.80 $811.49 $711.94 80.90% 72.36%
25 $3,645.83 $2,296.40 $1,014.37 $1,027.60 95.81% 83.48%
30 $4,375.00 $2,447.30 $1,304.19 $1,430.48 114.68% 97.52%



$125,000 Pay at Retirement
($/month)

Years of 
Service

RTA Pension 
Plan Benefit

Railroad 
Retirement 
Benefit Tier 

1

Railroad 
Retirement 

Benefit Tier 2
401(K) Benefit 

(3% Match)

Replacement 
Ratio w/  401(K) 

contributions

Replacement 
Ratio w/o   

401(K) 
contributions

20 $3,645.83 $2,310.60 $811.49 $889.92 73.52% 64.97%
25 $4,557.29 $2,303.40 $1,014.37 $1,284.50 87.93% 75.60%
30 $5,468.75 $2,453.60 $1,304.19 $1,788.10 105.74% 88.57%



$150,000 Pay at Retirement
($/month)

Years of 
Service

RTA Pension 
Plan Benefit

Railroad 
Retirement 
Benefit Tier 

1

Railroad 
Retirement 

Benefit Tier 2
401(K) Benefit 

(3% Match)

Replacement 
Ratio w/  401(K) 

contributions

Replacement 
Ratio w/o   

401(K) 
contributions

20 $4,375.00 $2,310.60 $811.49 $1,067.91 68.52% 59.98%
25 $5,468.75 $2,303.40 $1,014.37 $1,541.41 82.62% 70.29%
30 $6,562.50 $2,453.60 $1,304.19 $2,145.72 99.73% 82.56%



Guide to the Appendix 

• The preceding tables illustrate approximate income at a 
retirement age of 65 with various service and pay levels.

• This appendix assumes a total replacement ratio both 
1)with a matching contribution of $.50 per $1.00 of 
employee contribution up to 6% of pay; and 2) without 
any 401(k) matching contributions.

• This appendix assumes an investment return of 5% for 
the 401(k) matching contributions.

• This appendix does not assume any employee 401(k) 
contributions.

• The amount of “Pay at Retirement” assumes that it 
would meet the definitions of compensation under the 
various plans.



HMO IL Premiums Compared to 
National Averages ($’s)

Metra Total 
Annual Cost

Annual Employee 
Cost

National Annual 
Average 

Employee Cost
Annual Difference

Single Coverage $5,634 $0 $1,070 $1,070

Employee + 
Children

$12,963 $180 $3,889 $3,709

Employee + 
Spouse

$13,507 $240* $4,052 $3,812

Family Coverage $20,055 $300* $6,017 $5,717

*Increased by $600 per year with working spouse



HMO Blue Advantage Premiums Compared to 
National Averages ($’s)

Metra Total 
Annual Cost

Annual Employee 
Contributions

National Average 
Cost

Annual Difference

Single Coverage $5,192 $0 $986 $986

Employee + 
Children

$11,946 $0 $3,584 $3,584

Employee + 
Spouse

$12,448 $0* $3,734 $3,734

Family Coverage $18,483 $0* $5,545 $5,545

*Increased by $600 per year with working spouse



PPO Premiums Compared to 
National Averages ($’s)

Metra Total Cost
Annual Employee 

Contributions
National Average 

Cost
Annual 

Difference

Single Coverage $6,507 $308 $1,209 $901

Employee + 
Children

$14,973 $710 $3,954 $3,244

Employee + 
Spouse

$15,603 $739* $4,120 $3,381

Family Coverage $23,166 $1,098* $6,101 $5,003

*Increased by $600 per year with working spouse



Plan Cost Sharing-Annual 
Deductible

Annual 
Deductible

Metra Single
Metra Family 

Aggregate

National 
Average 
Single

National 
Average 
Family

HMO $0 $0 $601 $1,321

PPO $300* $900* $675 $1,518

*In Network
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