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EXECUTIVE SUMMARY 
 
As part of our Fiscal Year 2019 Internal Audit Plan approved by the Capital Metro Board, we performed an 
audit to determine whether CMTA has sufficient controls in place to effectively monitor Herzog’s 
contract compliance.  The audit results including the objective, scope, and conclusion are as follows.   
 

Background  
In March 2010, Capital Metro began commuter rail service on the Red Line between Downtown Austin 
and the City of Leander, TX.  Capital Metro has contracted out the responsibility for operating the 
commuter rail service, as well as the preventive maintenance activities, to Herzog Transportation 
Services, Inc. The current Commuter Rail Operations Contract No. 137666 commenced on October 1, 
2015, has a term of seven years, and was awarded in the amount of $117,580,749. Under this fixed 
price contract, Herzog is responsible for providing maintenance and overhaul services for the 
company’s Diesel Multiple Unit (DMU) Fleet and locomotives, dispatching, operations, and signals. 
 

Capital Metro has put in place a very specific and detailed contract covering Herzog’s required activities 
and compliance with the contract is critical to the success of the rail program.  The contract includes 
Exhibit I, Contract Data Requirements List (CDRL), which requires Herzog to submit 59 reports on a 
daily, weekly, monthly, quarterly, and annual basis (see Appendix A for CDRL listing).  The purpose of 
the reports is to provide Rail Department staff with data to help monitor and oversee Herzog’s contract 
performance as well as ensure that required regulatory reports are being created.  Some of the reports 
are federally required and relate to safety.  Herzog staff submit the required CDRL reports by uploading 
them to the extranet and Rail staff upload them to SharePoint for monitoring.  Some of this information 
is also available to Rail staff through the Spear asset management system.  The department may assess 
a Performance Deficiency Credit (PDC) or penalty of $1,000 per day for each failure to submit reports 
on time which may be deducted from Herzog’s monthly fixed price invoice (see Appendix B for 
Payment Adjustments).     
 
Capital Metro has put in place various roles to help ensure the oversight, check and balances related to 
the monitoring of Herzog’s work.  The critical role within the CMP is the Project Managers (PM) who are 
responsible for contract deliverables by Herzog.  To ensure the CDRL reports are correctly submitted, 
management expanded the current Contract Monitoring Plan (CMP) in March 2019 to include each 
report name, exhibit number, submission frequency, staff member responsible for verification, and 
date submitted.  Assigned staff are responsible for ensuring CDRL report submissions are timely and 
accurate, along with completing the following special projects: Positive Train Control (PTC); TIGER V, 
Plaza Saltillo, and the Downtown Station projects.  The Rail Operations Department resources have 
been stretched working on these and other highly complex projects.  
 
There is a Contracting Officer Technical Representative (COTR) as defined in the June 11, 2018 letter 
(see Appendix C) sent to Herzog, and this role has been assigned to the Director of Rail Operations.  
This position also provides oversight of all Capital Metro Rail Operations and Maintenance contracts, 
with a focus on contract management, schedules, estimates, costs controls, documentation control 
and quality assurance/quality control.  The COTR evaluates contractor performance as directed by the 
Contracting Officer (CO) and acts as a final review official for issues concerning contractor’s 
performance.  The Contracting Officer listed in the COTR is the Director of Procurement.  The Director 
of Rail Operations (COTR) also has several positions (i.e., Program Managers covering Rail 
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Transportation, Rail Fleet Services and Maintenance) who help her in the oversight and monitoring of 
the Herzog contract.     
 

Audit Objective & Scope 
The primary objective of this audit is to determine whether the Contract Data Requirements List (CDRL) is 
being fulfilled by Herzog and is being adequately monitored by Rail Operations.  Additionally, the 
oversight and monitoring of contractor performance by Capital Metro was evaluated to ensure that 
controls are in place and operating effectively to verify that the contractor is fulfilling key responsibilities 
and complying with contract terms.  The audit scope was limited to Fiscal Year 2019 through the month of 
July 2019 and we performed compliance testing related to CDRL documents and any incentives/disincentives 
related to the CDRL documents.  See Figure 1 below for a summary of the functional relationships among 
CMTA departments and Herzog related to the Commuter Rail Operations Contract.  
  

Figure 1. Functional Relationships among CMTA Departments and Herzog 

Source: Internal Audit analysis of CMTA information 
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Opinion 
In our opinion, internal controls are in place to monitor Herzog’s contract compliance.  We 
identified several opportunities to improve the monitoring of contract compliance as follows:    
 

1. Ensure contractually required CDRL’s are properly reviewed and appropriate 
incentives/disincentives are taken from Herzog’s monthly fixed price invoice. 

2. Ensure the content of each CDRL is clearly defined in future contract modifications as 
well as considering if the report is not necessary, then delete this requirement from the 
next contract modification. 

3. Document the CDRL status in the CMP tracking spreadsheet to evidence that staff 
opened and reviewed CDRL reports.  Staff should document red flags, incorrect reports, 
late submissions, and deadlines they give Herzog to submit late reports in this column so 
that management can monitor this contract requirement.  

4. Review all CDRL’s that are listed as NTP (Notice to Proceed – see Appendix E) submitted 
once at the beginning of the contract and require periodic review and updates as 
required.  

 
This audit was conducted in accordance with US Government Accountability Office’s Generally 
Accepted Government Auditing Standards (GAGAS) and the Institute of Internal Auditor’s 
International Standards for the Professional Practice of Internal Auditing. These standards 
require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide 
a reasonable basis for our findings and conclusions based on our audit objective. We believe the 
evidence obtained provides a reasonable basis for our findings and conclusions based on our 
audit objectives. The audit was conducted by the following staff members in the Capital Metro 
Internal Audit Department: 
 

• Sarah Daigle, Internal Auditor II (Project Lead) 

• Terry Follmer, VP of Internal Audit 

 

Recommendations to strengthen controls and improve accountability were provided to management. 
Management agrees with the internal audit recommendations and has provided target completion 
dates which are included in the detailed audit report below. A follow-up audit is performed semi- 
annually (i.e. May and November) to ensure management action plans for all issued audit reports are 
completed timely. 
 

We appreciate the cooperation and assistance provided to us throughout this audit.  
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                                     Issues & Risk                           Recommendation      Management Action Plan 

1. HERZOG DID NOT SUBMIT ALL CDRL’S AND PDC’S 
WERE NOT ENFORCED 

Contract terms require Herzog to submit various CDRL 
reports at specified frequencies, otherwise, they may be 
assessed a $1,000 PDC or penalty per day for 
noncompliance.  Additionally, the COTR certifies that 
department staff monitor and check for the CDRL reports 
and documents this certification on a Word document 
that is uploaded into AX Accounting System.  We 
reviewed a sample of submissions for all 59 of the CDRL 
reports submitted in Fiscal Year 2019 and found 10% (6 
out of 59) were not submitted and the department did 
not assess any monetary PDC penalties for them as 
required by the contract.  We noted the contract was 
vague as to purpose and required content in each CDRL.  
The 6 missing CDRL reports were as follows (see Appendix 
D for additional details on these reports): 
 

1. Audit Summary Report – Quarterly 

2. Contingency Plan – Annually* 

3. Fuel Usage Audit – Annually* 

4. Incident Corrective Action Plan – Annually* 

5. Inspection Reports on Safety and Integrity – Annually* 

6. Long-Term Out-of-Service Release Plan – As Needed.  

*Management informed us that they have been having discussions 

with Herzog for the last several years regarding updating the 

contract requirements as to which CDRL’s are required and what 

the content should be.   

 
The VP of Rail should develop the 
following internal control enhancements: 
 

a) Ensure contractually required CDRL’s 
are properly reviewed and appropriate 
incentives/disincentives are taken from 
Herzog’s monthly fixed price invoice. 

b) Ensure the content of each CDRL is 
clearly defined in future contract 
modifications and as part of the 
contract update evaluate the list of 
CDRL’s to determine the need and 
required frequency.     

 
Management agrees with the 
recommendations.   
  
Target Completion Date:   
 
4/30/2020 
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                                     Issues & Risk                           Recommendation      Management Action Plan 

2. IMPROVE MONITORING AND OVERSIGHT OF CDRL 
DOCUMENTS 

The Rail Department has put controls in place to help 
monitor Herzog’s contract compliance with CDRL report 
requirements (e.g. CMP spreadsheet with responsible 
staff and date completed), however, we found that staff 
do not always follow them and adequately check the 
CDRL reports.  For example, while the federally required 
Highway-Rail Grade Crossing Warning System Failure 
Report was submitted and is available through SPEAR, we 
found the report had another month’s cover page and 
several important fields within the report were 
unreadable which shows that it was not opened or 
reviewed by the responsible Rail Department staff.  
Additionally, we found the following areas of weaknesses: 

• Staff do not document in the CMP the status of 
report submissions or red flags identified in the 
report and instead just document the date 
checked.  Additional details would help 
management assess PDC penalties and monitor 
Herzog’s performance.  

• Some of the CDRL reports listed in the contract 
were only required to be submitted once when the 
contract was first initiated in 2015 after a set 
number of days after the Notice to Proceed (NTP – 
see Appendix E).  However, some of these 
documents are related to safety and may need to 
be submitted as needed or periodically to help 
management oversee rail operations.  According to 
the Rail Department, they already request and 
review many of these reports periodically, it’s just 
not written into the contract.           

 
The VP of Rail should develop the 
following internal control enhancements: 
 

a) Document the CDRL status in the CMP 
tracking spreadsheet to evidence that 
staff opened and reviewed CDRL 
reports.  Staff should document red 
flags (e.g. incorrect reports, late 
submissions, and deadline extensions 
they give Herzog to submit late reports, 
etc.) in this column so that 
management can monitor performance 
over time.    

b) Review all CDRL’s that are listed as NTP 
submitted once at the beginning of the 
contract and require updates for any 
changes and periodic review and 
updates as required by regulations.  

 
Management agrees with the 
recommendations.   
  
Target Completion Date:   
 
4/30/2020 
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Appendix A 
 

Exhibit I - Contract Data Requirements List (CDRL) 

Number Section # Report Name Frequency 

  

1 22.3 Dispatcher Turnover 3 Times Daily 

  

2 22.1 Transportation Staffing Report Daily 

  

3 12.25.4 Maintenance Report Weekly 

4 22.2 Track Outage Report Weekly 

5 23.2 Maintenance Production Report Weekly 

6 23.2 System-Wide Service Property Inspection Report Weekly 

  

7 4.8 Job Site Safety Inspections Monthly 

8 6.15.6 Monthly Staffing Report Monthly 

9 10.22.1.1 Supervisory Track and Right of Way Inspection Report Monthly 

10 10.22.2 Summary Track Inspection Report Monthly 

11 11.19.4 Field Communications System Inspection Report Monthly 

12 11.29.1 Signal and Train Control Tests and Inspection Reports Monthly 

13 13.1 FRA Operations Testing Plan Report Monthly 

14 13.1.3.14.7 Training Report Monthly 

15 15.5.8 Customer Comment and Complaint Report Monthly 

16 16.7a Long-Term Out-of-Service Status Report Monthly 

17 16.9.5.4 DMU Service Vehicle MDBF Report Monthly 

18 22.4.3 Accident/Incident Report Summary Monthly 

19 22.4.4 
Maintenance Report of Vehicle, Track, Bridges, Signals, 
and Communications 

Monthly 

20 22.4.8 Training Schedule Monthly 

21 22.4.9 NTD Report Monthly 

22 22.10 Signal Report Monthly 

23 22.12 
FRA Highway-Rail Grade Crossing Warning System 
Failure Report 

Monthly 

  

24 4.16.2.10 Safety Performance Report Quarterly 

25 5.9.3 Security Issue and Incident Report Quarterly 

26 6.4.1 Organization Chart Quarterly 

27 17.13.4 Audit Summary Report Quarterly 

28 22.5.2 Special Bridge Inspections Quarterly 

29 22.5.3 MOW Service Plan Quarterly 
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30 10.23.1 Ultrasonic Test Report 
2 Times 
Annually 

  

31 4.16.1.12 Contractor Safety Compliance Plan Annually 

32 4.18.1 Emergency Preparedness Annually 

33 5.6.1 Contractor System Security Compliance Plan Annually 

34 7.4 Transportation Service Plan Annually 

35 10.17.1 Maintenance of Way Plan Annually 

36 10.27.1 Structure Inspection Report Annually 

37 10.28.1 Bridge Maintenance and Repair Plan Annually 

38 11.11.6 Signal System Failure Reduction Plan Annually 

39 11.28 Signal System Failure Reduction Program Annually 

40 12.26.1 Rail Vehicle Maintenance Plan Annually 

41 13.1.1 Training Program Plan Annually 

42 13.2.1 Employee Training Program Plan Annually 

43 22.6.2 On-Time Performance Analysis Report Annually 

44 22.6.3 Railroad Improvement Recommendation List Annually 

45 22.6.4 Grade Crossing Improvement Plan Annually 

46 22.6.5 Flood Prone Locations and Mitigation Measures Annually 

47 22.6.6 NTP Annual Report Annually 

48 22.7.7 Fuel Usage Audit Annually 

49 22.8.1 Contractor Licenses Review Annually 

50 22.8.6 Contingency Plan Annually 

51 22.8.7 Drug and Alcohol Policy Annually 

52 22.8.8 Drug and Alcohol Test Guidelines Annually 

53 22.9.1 Independent Audit Financial Statement Annually 

54 22.9.2 Incident Corrective Action Plan Annually 

55 22.9.6 Inspection Reports on Safety and Integrity Annually 

  

56 9.15.2 Delay Report As Needed 

57 16.7 Long-Term Out-of-Service Release Plan As Needed 

58 22.9.3 Final Incident/Accident Analysis Report As Needed 

59 22.11 Operating Rules Violation Report As Needed 

Source: Prepared by Internal Audit Staff using information from the Herzog contract. 
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Appendix B 
Exhibit H of Herzog Contract – Payment Adjustments 
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Appendix C 
COTR Letter to Herzog 
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Appendix D 

6 CDRL Reports Not Submitted by Herzog as Required by Contract Terms 

Number 
Section 

# 
Report Name Frequency Contract Description 

1 17.13.4 
Audit 

Summary 
Report 

Quarterly 
An Audit Summary Report shall be prepared and submitted to 
CMTA on a quarterly basis. The specific schedule for submission 
of these reports shall be included in the Audit Plan. 

2 22.7.7 
Fuel Usage 

Audit 
Annually 

By the 20th of August, the Contractor shall submit a complete 
annual report to include the following:   
Annual Fuel Usage Audit.  

3 22.8.6 
Contingency 

Plan 
Annually 

By the 20th of March, the Contractor shall submit a complete 
annual report to include the following:   
Contingency Plan. 

4 22.9.2 
Incident 

Corrective 
Action Plan 

Annually 

By the 15 of November, the Contractor shall deliver the following:   
Incident Corrective Action Plan summarizing engineering 
responses taken and their effectiveness shall be included. In the 
event that any corrective actions are left open a time line for 
completion is expected to be included. 

5 22.9.6 

Inspection 
Reports on 
Safety and 
Integrity 

Annually 

By the 15 of November, the Contractor shall deliver the following:   
The contractor shall provide annual inspection reports on safety 
and integrity, including recommendations for any necessary 
repairs (minor and major) as well as a summary of all 
maintenance activities that have been performed during the 
previous year. 

6 16.7 
Long-Term 

Out-of-Service 
Release Plan 

As Needed 

The Contractor shall submit a Long-Term Out-of Service Release 
Plan to CMTA for review and approval within five (5) days of the 
Long-Term Out-of-Service designation.  This plan shall provide 
details on the procedures and schedule for restoration of all 
Contractor’s Long Term Out-of-Service Status Report (CDRL 16.7) 
to CMTA every month. 
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Appendix E 

CDRL Reports With Required Submission Within Set Days of NTP 
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