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Audit Highlights: Strengthening BART Inventory and Purchasing Through Better Coordination and Compliance

m The BART independent Office of the Inspector General

M (OIG) is pleased to present its audit, Strengthening BART
Inventory and Purchasing Through Better Coordination and
Compliance. This audit is part of the OIG’s Fiscal Year 2024—
2026 Audit Plan and was conducted on our behalf by TAP
International.

We found that BART has made meaningful progress in
modernizing inventory and enhancing procurement operations,
including updating policies, improving purchase timelines,
implementing QR-code tracking, strengthening access controls
in Maximo, and conducting reviews of obsolete inventory.

We applaud BART on its achievements and identified additional
opportunities to address remaining operational and control
gaps that limit the full benefits of those improvements.

Specifically, we found:

e Excess inventory and low inventory turnover, with
approximately 75% of inventory remaining unused on
shelves and many items sitting for more than eight years.

e Inventory accuracy concerns, with audit testing finding
only 66% overall agreement between physical inventory
and Maximo records and 70% accuracy in reverse testing,
i.e., matching Maximo records to physical inventory.

e Purchasing control lapses, including some procurement
cycle times exceeding established targets, inconsistent
compliance with quote requirements, and limited supplier
management practices.

e Gaps in physical and system controls, including with
storeroom and warehouse access, unestablished
shrinkage levels, and Maximo user access governance.

e Use of GoCards to purchase tools that are excluded from
inventory; an uncommon practice that can create
inefficiencies and increase exposure to waste.

August 6, 2026

o Effective inventory management
is critical to BART’s ability to

deliver reliable service, control costs,
and safeguard public resources. Gaps in
purchasing processes, controls, and
system oversight lead to unnecessary
spending, excess inventory, inventory
losses, and operational inefficiencies.

We identified opportunities for BART to
build on the improvements already
made by strengthening inventory
management, procurement, and data
governance practices; expanding the
use of automation; and enhancing
physical and system security controls.

To improve overall operational

ﬂ efficiency and accountability of
inventory, BART should further:

e Strengthen procurement oversight,
competition, and accountability.

e Modernize inventory operations
through automation and technology.

e Strengthen inventory security and
access controls.

e Enhance Maximo governance and
data integrity.

e Reduce operating costs through
strategic purchasing agreements.

BART management accepted our 17
recommendations. Please see below for
additional information, and full details in
the accompanying audit report.
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Audit Results

BART Accomplishments

QR code at Central Warehouse

Shifted from manual labeling to QR
codes, enabling faster scanning,
smartphone compatibility, and
Maximo integration via mobile apps.

Updated policies (2025)

Refreshed inventory management
policies reflect documented
processes, assigned roles, and a
defined governance structure.

Improved purchase timelines

Established a 15-day internal goal for
inventory procurements. Small
purchase turnaround improved from
32 days in 2022 to 19 days in 2025.

Annual Item Master review

Annual reviews with key departments
to identify aged items for disposal or
sale. In April 2025, designated 1,524
of 7,777 flagged parts for scrap.

Quick Metrics

INVENTORY VALUE

$118M

as of June 30, 2024

UNIQUE PARTS

18,000

operating & capital

Maximo access tightened
Restricted Maximo system access by
beginning to limit permissions to
essential data-entry features to
address data integrity concerns.

2.5M

Cycle Count Accuracy by Location

Hayward

Antioch

Richmond

RR Project

Daly City

Central

Concord

Wayside

60%

47%

40%

INDIVIDUAL ITEMS

across 8 locations

Space optimization

Eliminated racks and bins to
accommodate larger Fleet of the
Future railcar parts, improving
storage layout and capacity.

TURNOVER RATE

25%

75% sits unused
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Tools Excluded from Inventory

17 sampled GoCard (credit card) purchases The Home Depot Purchase
13 of 17 $1,102
for item types available in warehouses multiple tools purchased — similar items in storerooms

Excluding tools from inventory is uncommon and risks waste and untracked loss.

Aging Inventory on Shelves

RS&S AGED PARTS M&E AGED PARTS TOTAL AGING VALUE 181+ DAY INVENTORY
831 1,538 $1.38M $107.8M

avg 10.75 yrs unused avg 12.25 yrs unused 2,369 combined parts capital & non-capital
$617K value $763K value unissued

Average shelf age: 14 years. BART plans to tents to address space strain — unknown cost, no timeline set.

17 Recommendations by Theme

Purchasing (Recs 1-5) Inventory control (Recs 6-12) Maximo & savings (Recs 13-17)
1 Expand supplier directory 6 Create standardized data- 13 Train all affected users on
using repeat GoCard vendors management guide for item Maximo updates in advance

classification

2 Define criteria for required 7 Increase cycle count frequency 14 Update Maximo passwords to
mandatory Purchasing 50% at high-risk locations; meet network security
Manager review improve segregation of duties standards

3 Track supplier return rates and 8 Limit authorized personnel for 15 Define and document Maximo
use in award decisions inventory check-out roles, privileges, and audit logs

4 Communicate bid outcomes to 9 Set risk-based availability 16 Conduct annual user account
participating vendors targets; monitor stockouts for reviews; remove inactive access

critical items as needed

5 Enforce minimum 3-quote 10 Formally document shrinkage 17 Use CalNet's Verizon rate
policy tolerance and corrective-action ($20.20/mo) to save up to

threshold $85k+/yr

11 Develop long-term automation
plan (receiving, issuance,
workflow)

12 Upgrade to access-card entry,
add in-house CCTV; review

access logs periodically
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The OIG appreciates the full cooperation provided by
BART officials throughout this audit. Staff from
Procurement, Inventory Management, Logistics,
Operations, Engineering, Finance, and the Office of
the Chief Information Officer participated in
interviews, walkthroughs, site visits, and data
requests. We are thankful of everyone who took time
from their busy schedules to assist in the audit. The
overall process was collaborative with all parties
interested in a complete and accurate report.

We also appreciate management's review of the draft
report, including the identification of factual
corrections, clarifications, and other feedback that
improved the accuracy and completeness of the final
report.

It is important to note that our audit is not intended
to diminish the substantial progress BART has made in
improving inventory management operations. Rather,
it identifies opportunities to further strengthen
controls, enhance accountability and transparency,
and reduce operational and financial risks as BART
continues modernizing and improving its inventory
and related procurement functions.

We thank TAP International for their excellent work in
completing this audit and their commitment to
working with BART officials. We contracted with TAP
to complete this audit on our behalf as part of our
FY24-26 Audit Plan.
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TAP carefully planned this audit to gather
sufficient and appropriate evidence, and
objectively evaluate that evidence before
reaching conclusions.

Throughout the audit, TAP carefully considered
information and documentation provided by
management and other stakeholders, including
comments received during the report review
process. Where appropriate, TAP incorporated
management's feedback into the final report to
improve clarity and accuracy.

After evaluating all information received,
including OIG input, TAP determined that the
findings, conclusions, and recommendations
remain supported by sufficient and appropriate
evidence and accurately reflect the conditions
identified during the audit.

Users of this highlights report should refer to
the accompanying audit report for detailed
findings, conclusions, recommendations, and
management response.
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OFFICE OF THE INSPECTOR GENERAL TEAM

Providing Independent Claudette Biemeret, Inspector General

OVEFSIth of the P:510.464.6141 E: cbiemer@bart.gov
District’s Use of

Revenue

Jorge Oseguera, Deputy Inspector General

P:510.464.6257 E: jorge.oseguera@bart.gov

Jessica Spikes, Inspector General Program Coordinator

P: 510.464.6569 E: jessica.spikes@bart.gov

Stop Fraud, Waste, &
Abuse

Jeffrey Dubsick, Inspector General Investigative Auditor

P:510.817.5937 E: jeffrey.dubsick@bart.gov

Report What You See

Jordan Sweeney, Inspector General Investigative Auditor

to the OIG P:510.464.6132 E: jordan.sweeney@bart.gov

Orsolya Kovesdi, Inspector General Investigative Auditor

P:510.987.5201 E: orsolya.kovesdi@bart.gov

OFFICE OF THE INSPECTOR GENERAL
24/7 Fraud, Waste, & Abuse

2150 Webster Street, 4™ Floor, Oakland, CA 94612

Whistleblower Hotline
P:510.464.6141

E: inspectorgeneral@bart.gov

- W: bart.gov/oig
@ |
T: @oigsfbart
www.bart.gov/oighotline
REPORTS
N You can read this and all the Office of the Inspector General’s reports
\\ on our website at www.bart.gov/oig.

510-464-6100
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TAP INTERNATIONAL, INC.

TRAINING ANALYTICS PERFORMANCE

RESULTS IN BRIEF

Why This Audit Is Important

BART manages approximately 18,000 different operating and capital parts comprising about 2.5
million individual items. As of June 30, 2024, the total valuation of non-capital parts, allowance for
obsolescence, and capital inventory was approximately $118 million®. Effectively managing this
inventory is critical to the efficient operation of rail services. For passenger rail service to operate,
the tracks, communication systems, rail vehicles, and stations must all be working together
effectively. Timely availability of the right parts and equipment is foundational to service delivery.

How We Approached the Audit

In March 2025, the BART Office of the Inspector General (OIG) contracted with TAP International,
Inc. to evaluate BART’s inventory management processes and controls; Maximo system utilization,
including data integrity, access controls, and inventory procurement; and related cost efficiency
and optimization. We interviewed all inventory management and purchasing managers and
supervisors, as well as selected staff; analyzed Maximo and GoCard data; and conducted system-
controls and best-practices reviews, where applicable to the audit objectives.

What We Found

BART has made commendable progress in strengthening its procurement and inventory
management practices through several initiatives, including setting timelines for purchasing
equipment and supplies; introducing new automated systems to track inventory; and restricting
access to BART’s project management and inventory system, called “Maximo.” Even with these
improvements, operational challenges persist. Some of these challenges are within inventory
management and purchasing control, such as managing storerooms, controlling physical access,
disclosing bid awards to suppliers, and making greater efforts to solicit the required three quotes
from suppliers. Other areas are outside inventory management and purchasing control, particularly

1 Source of data: Crowe, LLP (BART’s independent financial auditor)
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activities that depend on other departments to adhere to relevant inventory policies and
procedures, such as fully following storeroom check-out procedures for items.

While BART officials explained that these challenges have not significantly hindered BART’s ability
to provide efficient and reliable rail service, they have had a fiscal impact. BART’s annual recorded
inventory shrinkage—defined as losses from missing or unaccounted-for items— fluctuated from
$844,318 in Fiscal Year (FY) 21-22 to $408,853 in FY 22-23 and $587,869 in FY 23-24, respectively.
We could not determine whether these loss levels are acceptable or warrant corrective action
because BART has not formally established a tolerance level for shrinkage.

Another method to examine BART’s inventory management efficiency is to assess its inventory
turnover rate. While there is no established industry standard for inventory turnover rate, as of
April 2025, BART has experienced a 25 percent inventory turnover rate, indicating that
approximately 75 percent of purchased items continue to sit unused on shelves, many for eight
years or more.

BART’s GoCard Program allows staff to make small purchases but prohibits inventory-related
spending. Our review of RS&S and M&E transactions from 2022-2024 found that a significant
portion of purchases were made at vendors, such as The Home Depot, commonly associated with
inventory items. In a sample of transactions, several purchases were for items already available in
BART warehouses, such as common tools. Procurement and Inventory Management Division
officials explained that tools are no longer treated as inventory and are tracked through a separate
process, though this distinction was not clearly documented or communicated during the audit.
This approach differs from common practices in comparison to other transit agencies and
contributes to financial inefficiencies, including potential theft if proper controls are not in place by
the purchasing department. Given these factors, further review of how these items are classified
and tracked is warranted.

Frequent repeat GoCard purchases from the same vendors suggest opportunities to shift credit
card spending to formal procurement channels with stronger controls and more favorable pricing.
While operational needs contribute to GoCard use, purchase patterns indicate a need for better
alignment with procurement and inventory best practices to avoid waste.

Gaps in oversight, uneven adherence to procedures, and the use of less-controlled purchasing
methods have contributed to avoidable costs, excess inventory, and some continued exposure to
loss. Enhancing accountability, reinforcing existing policies, and promoting a more consistent
approach to procurement and inventory management could help mitigate these risks and support
more efficient operations. Focusing on these areas will also help BART build on and sustain the
benefits of its recent improvements.
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What We Recommend

BART should take steps to address the following:

10.

Expand BART’s supplier directory by adding interested merchants from the GoCard
program to further support BART’s frequent purchasing needs.

Develop policies that establish criteria for requiring mandatory Purchasing Manager
review of supporting documentation, such as dollar exposure, item volume, long lead
times, project risk, and reasonableness of sole source selection, rather than relying
solely on system data, to ensure compliance with purchasing policies and procedures.

Track supplier performance related to the number of returns and use the results in
determining procurement awards.

Implement a system for capturing and communicating bid outcomes and supplier
performance data to participating vendors to strengthen competition and transparency.

Enforce the policy when applicable for a minimum receipt of three bids or quotes.

Collaborate with M&E and RS&S to develop a standardized data-management guide for
inventory classification.

Temporarily increase the frequency of cycle counts by 50 percent across higher-risk
storeroom locations and expand the number of items counted by 50 percent.

a. Ensure proper segregation of duties by having staff who work at other storage
facilities perform counts until data accuracy improves.

b. Require departments to link obsolete or excess inventory to equipment currently in
use to support replacement planning and reduce waste.

Further limit the number of authorized personnel responsible for checking out
materials and ensuring compliance with inventory issuance procedures.

Establish risk-based inventory availability targets (not count frequency targets) across
inventory classification types and actively monitor stockouts, particularly for safety-
critical and operations-critical items.

Establish and formally document a shrinkage tolerance level that defines acceptable
loss thresholds and triggers corrective action, rather than relying on budgeted write-off
estimates as a measure of performance to promote accountability and alignment with
internal control expectations.
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11.

12.

13.

14.
15.

16.

17.

Develop a long-term plan that leverages and expands the use of automation for
inventory management and administration, especially for receiving, issuance, and
workflow for these activities.

Improve physical controls to enhance inventory security, such as transitioning from key
locks to access-card entry systems, restricting access to only authorized personnel,
installing in-house video surveillance, and periodically reviewing access logs and video
footage to detect unauthorized entries or anomalies.

Improve compliance with existing policy to provide training on Maximo updates to all
affected users.

Update Maximo password requirements to meet or exceed network security standards.

Define and document Maximo system inventory management and administration
access roles, privileges, and audit logs to align with segregation-of-duties requirements.

Conduct annual inventory management and administration user account reviews to
ensure only active employees retain access and that permissions are appropriate for job
duties.

Take advantage of CalNet’s cooperative agreement offering discounted Verizon fees at
$20.20 per month to obtain cost savings on cell service fees.
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INTRODUCTION

Why is Inventory Management Important?

Government best practices explain that inventory managers and other decision-makers should
know how much inventory there is and where it is to make effective budget, operations, and
financial decisions and to create a government that works better and costs less.?

How is Inventory Management Organized at BART?

Four BART Departments have key roles and responsibilities for inventory management and
procurement, as shown in Figure 1.

Figure 1:
Departments with Inventory Management and Administration Responsibilities

1. Inventory Management Group
¢ Maintains the item Masterfile, referred to by BART officials as “Item Master” in Maximo by
recording additions, modifications, and obsolescence of inventory parts.
Assigns the Reorder Point (ROP) for inventory items.
Monitors material needs and requirements to ensure alignment with BART needs.
Initiates procurement of inventory items as approved by inventory requests.
Identifies and approves excess inventory as necessary per BART guidelines.

2. Logistics Management Group
e Maintains custody and safekeeping of inventory, ensuring all items are properly accounted for and
transactions are accurately recorded.
¢ Receives and inspects inventory delivered to BART’s two main warehouses.
e Manages inventory transferred from departments and items scheduled for return to vendors.
e Oversees inter-storeroom transfers of inventory.
« Issues inventory based on work orders.?
e Manages recycling and disposal of excess and obsolete inventory.
e Conducts cycle counts of inventory items on hand.

3. Engineering Department
« Initiates additions, modifications, and obsolescence of inventory items in Maximo by submitting
Iltem Master Add/Change requests.
¢ Reviews the item master to verify accuracy and completeness of new inventory item setups in
Maximo.
« Identifies and approves inventory items for obsolescence.

4. Finance Department
e Prepares and reviews reconciliation of inventory maintained in Maximo against the General Ledger
(GL) maintained in PeopleSoft.

2 EXECUTIVE GUIDE Best Practices in Achieving Consistent, Accurate Physical Counts of Inventory and Related Property.
https://www.gao.gov/products/gao-02-447g
3 Inventory Management Division officials reported that issuance of inventory also applies to transfer requests.
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How are Materials and Supplies Purchased at BART?

At BART, employees have three key programs available for their procurement work — GoCard,
Purchase Order, and Contracting — as illustrated in Figure 2. Staff also have the option to use the
Alternative Cooperative Contracting Program.

Figure 2:
BART Procurement Programs

Procurement Program Description
GoCard Authorized staff in each department can use a credit card to purchase
non-inventory items up to a dollar limit.*

Purchase Order Administered by a subunit within the Procurement Division.
Contracting Administered by the Contract Administration unit within Procurement.
Optional: Alternative State administered master agreements with suppliers with pre-
Cooperative Contracting negotiated terms and conditions.

Programs

Is Asset Management Dependent on Inventory Management?

Effective inventory management is a cornerstone of sound asset management. Together, they
ensure proper acquisition, storage, and distribution of inventory to support operational efficiency,
cost control, and mission readiness. Asset management provides the overarching framework for
maintaining accountability over physical and financial resources, with inventory management
feeding critical data into asset registers, financial statements, and operational planning tools.

Figure 3 below illustrates how inventory management and asset management represent related
but distinct processes that intersect at several key points in BART’s operational lifecycle. Inventory
management focuses on consumable materials—such as brakes, filters, and other parts—that
support ongoing maintenance activities. These parts are received, stored, issued, and ultimately
expensed as they are used to maintain BART’s fleet and infrastructure. Effective control over this
process ensures that materials are available when needed, accurately tracked in the system of
record, and properly charged to operating budgets.

Asset management, in contrast, encompasses long-lived equipment and infrastructure—such as
railcars and track maintenance machinery—that require formal acquisition, tagging, deployment,
maintenance oversight, depreciation, and disposal procedures. These items remain in BART’s
financial statements for many years and require systematic monitoring to ensure that their
condition, value, and availability align with operational and financial planning needs.

4 GoCard purchased items are processed by the Inventory Management Division (officially known as the Inventory
Management Group and Logistics Management Group) when the Procurement Department identifies items that
should be properly recorded in Maximo.
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The relationship between the two areas becomes most apparent in the maintenance and
stewardship stages. Inventory items support the upkeep of capital assets, ensuring they remain
functional, safe, and in good repair. At the same time, asset condition drives demand for inventory:
older or heavily used assets often require a greater volume of replacement parts, placing
additional demands on the inventory management function to forecast needs, maintain
appropriate stock levels, and avoid shortages.

The linkage also extends into financial reporting. Inventory items are expensed when consumed,
while capital assets are depreciated over their useful lives. Inaccuracies in inventory tracking can
lead to misclassification of items as either consumables or capital assets, affecting both operational
budgets and asset valuations. Clear delineation of these processes—and the roles responsible for
them—helps prevent misstatements and supports reliable financial and operational decision-
making.

Overall, Figure 3 demonstrates that inventory management and asset management operate as
interconnected functions: inventory sustains assets, and asset condition informs inventory needs.
Strong coordination between the two functions is essential for achieving efficient maintenance,
accurate financial reporting, and effective stewardship of BART resources.

Figure 3:

R:Iationship between Rail Transit Inventory Management and Asset Management
Inventory / Supply Items Capital Assets
Received, e.g., brakes, filters Acquired; e.g., railcar and track machine
Stored in facilities Tagged and logged in system
Used for maintenance Deployed and maintained; e.g., inspections and repairs
Expensed or converted to asset Depreciated and disposed

What are the Differences between Non-Capital Inventory and Capital Inventory?

Public agencies typically track two types of property: capital and non-capital assets. Capital
inventory are assets recorded on the balance sheet, and non-capital assets are recorded as
expenses in the period of purchase. Agencies should maintain inventories of both asset types and
periodically verify their presence through physical inventory checks, while staff take steps to
prevent theft, loss, or misuse of purchased items.
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What is the Value of BART’s Inventory?

As of June 30, 2024, the valuation of BART’s non-capital inventory was $79.8 million, with an
additional $12.1 million identified as allowances for obsolescence, totaling $91.9 million. Capital
inventory, which is reported in BART’s financial statements as non-current assets (non-depreciable
and depreciable capital assets), was valued at $26.1 million. Under the materiality principle, not all
tangible capital-type items with multi-year useful lives must be included in a government’s audited
financial statement as part of its net position. Public agencies may record items with short useful
lives, typically less than two years, or low monetary value as expenditures versus a capital asset.

Government Accounting Standards Board (GASB) Statement No. 62 requires recording inventory at
cost unless it is held for sale. To comply with this standard, BART uses the FIFO method (First-In,
First-Out). FIFO is meant to encourage stock rotation and prevent over-aging of items and is an
inventory valuation method that determines the cost of goods sold (COGS), the standard
accounting phrase used to refer to an item’s issuance from inventory versus their sale in a retail
sense. FIFO’s key assumption is that the items received first are also used first. Figure 4 illustrates
the FIFO inventory method using hypothetical inventory data.

Figure 4:

Explanation of Cost of Goods Sold

Purchase Date Units Cost per Item  Total Cost
Jan1 100 $10 $1,000
Feb 1 100 $12 $1,200
Mar 1 100 $15 $1,500

If BART uses 150 items, FIFO assumes the first 100 used were from Jan 1 (510 each) and the next
50 were from Feb 1 ($12 each). This results in a higher ending inventory value and a lower cost of
goods sold (COGS) during periods of rising prices.

Calculation Formula Result
Cost of Goods Sold (100 x $10) + (50 x $12) $1,600
Ending Inventory (50 x $12 + (100 x $15) = $600 + $1,500 $2,100

Where is BART’s Inventory Stored?

BART stores its capital and non-capital inventory across eight locations, as shown in Figure 5, with
some capital items stored at the project site until they are ready for use.
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Figure 5:
BART Inventory Storage Locations

ID Facility Location

cw Central Warehouse 1021 Whipple Rd., Hayward, CA 94544

WS Wayside Warehouse 25 4th St., Oakland CA 94607

HY Hayward Storeroom 150 Sandoval Way, Hayward, CA 94544

cY Concord Storeroom 1045 San Miguel Rd., Concord, CA 94520

DY Daly City Storeroom 255 D St., Colma, CA 94014

RY Richmond Storeroom 1101 13th St., Richmond, CA 94801

AY Antioch Storeroom 1780 Slatten Ranch Rd., Antioch, CA 94509

RR/HRR RR Project Warehouse 30527 San Antonio St., Hayward, CA 94544
Objectives

In March 2025, the BART Office of the Inspector General contracted with TAP International, Inc. to
evaluate BART’s inventory management processes and controls; Maximo system utilization, including
data integrity, access controls, and procurement; and related cost efficiency and optimization.
Scope

Unless described otherwise in this audit report, we analyzed quantitative data for Fiscal Years

21-22, 22-23, and 23-24. We examined transaction activity and/or business processes related to:

o Purchasing of inventory and non-inventory items, including services
e Receiving, tracking, issuing and disposing of inventoried items
« Capital equipment receiving and ordering

Methodology

To address our audit objectives, we implemented a mixed-method approach, as shown in Figure 6.

Figure 6:
Performance Audit Activities
Method Type of Purpose Activities Implemented

Method
Business Qualitative To assess process  Interviewed management and supervisors from the
Process efficiency. Inventory Management Group and Logistics
Review Management Group (referred to as Inventory

Management Division officials throughout this
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Method Type of Purpose
Method

Activities Implemented

report), Contract Administration, and Procurement,
and staff from the Office of the Chief Information
Officer (OCIO).

Evaluated policies and procedures for inventory
management and administration, procurement, and
contract administration.

Analyzed inventory management reports.

Identified untracked inventory and any associated
risks.

Assessed implementation of internal controls and
adherence to policies and procedures.

Assessed the reorder points for items out of stock.

Inventory Quantitative To assess the

Count accuracy of
inventory data
contained in the
Maximo system.

Conducted on-site inventory counts at eight
locations. For each location we judgmentally
selected 15 high, medium, and low dollar
transactions of various quantities from Maximo-
generated inventory reports. With the assistance of
Storeroom staff at each location, we verified the
existence of each item or identified missing items
by performing a direct count.

For this direct count, the total sample size across
the eight locations was 120 items. We used a small
sample size under the assumption that a smaller
sample size would increase the likelihood of a
higher count accuracy rate. If the expected effect
holds, even small samples can yield meaningful
results.

Sample bias was minimized by using a random
number generator to select items and types across
ALL items listed on the Item Master. As a result, the
items in the sample would be representative of the
total population of the classification type of the
item. For example, if there are more lower dollar
value items in BART’s inventory in comparison to
higher value items, then our random sample would
likely include more lower value items.

At the completion of the direct count, we
conducted a reverse count, randomly selecting five
items at each storage location for a total of 40
items to determine if the items were listed on
Maximo-generated inventory reports. We used the
results to compute the percentage accuracy rate of
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Method Type of Purpose Activities Implemented
Method
each storeroom and then across the broader
sample of transactions.
Internal and Quantitative To assess activities Interviewed management and supervisors from the
System and designed to Inventory Management Division, Contract
Control Qualitative prevent fraud, Administration, and Procurement, and staff from
Assessment waste, and abuse. the OCIO.
Reviewed controls in place to prevent and detect
inventory loss or theft.
Reviewed system controls designed to protect data
integrity.
Evaluated policies and procedures for inventory
management and administration for gaps in
controls.
Cost Quantitative To determine if Examined whether GoCards were used to purchase
Effectiveness BART is obtaining  items on the BART Item Master and Out-of-Stock
Analysis the best pricing on lists.
mv:er}l]tory Identified cell-plan purchases made on GoCards
purchases. from two departments—RS&S and M&E—and
compared the price paid to state-sponsored
procurement programs.
Best Practices Qualitative To identify Reviewed literature of best practices in the
Review potential inventory management industry.
;Eci)mmlednsatlo;]: Interviewed LA Metropolitan Transportation
atcou (.ene Authority (LA METRO) officials on tools and
BART operations.

strategies used by the agency to manage and
administer inventory.

Assessed alignment with best practices to prevent
inventory stockouts and ensure accountability.

Assessment of Internal Control

Internal controls are processes, procedures, and other methods management uses to help an

entity achieve its objectives and comply with applicable policies, laws, and regulations. Generally

accepted government auditing standards require an assessment of internal controls significant to

the audit objectives. We discuss our evaluation and assessment of the significant internal controls

applicable to the audit objectives throughout this report.
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Assessment of Data Reliability

Generally accepted government auditing standards require an assessment of the sufficiency and
appropriateness of computer-processed information if the data serves as the primary source of
information to support our findings, conclusions, and recommendations. This requirement is
applicable to our audit findings related to the Maximo system and GoCard purchases because the
data was sufficiently reliable to support conclusions and recommendations. Where we determined
that Maximo may not have been reliable for our purposes, we performed testing of the data whose
results are presented in this report.

Limitations of the Review

TAP International did not encounter limitations that adversely affected the completion or results of
this audit. However, while GoCard purchase activity was analyzed, the audit did not include a
comprehensive assessment of the overall efficiency and effectiveness of the GoCard program. In
particular, the extent of GoCard use for materials and equipment purchases, combined with the
practice of not accounting for tools in inventory, presents a higher-risk area that warrants further
analysis. Accordingly, a more detailed review of the GoCard program and related inventory
practices should be conducted by the OIG.

Also, we did not determine the frequency of supplier returns on merchandise purchased, as BART
does not collect this information.

In response to the technical draft of this report, BART provided management comments on several
matters that differed from information obtained during our fiel[dwork. We reviewed the additional
documentation provided and incorporated it into this report where it was relevant and supported

by the evidence.

Audit Statement

We performed this audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

A draft report was provided to BART management for comment. BART management’s written
comments to the audit recommendations are in Appendix B.
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KEY RESULTS

Finding 1: BART Has Implemented Efforts to Strengthen Inventory

Management

BART’s procurement strategic plan establishes three goals:

Develop and update policies and procedures in the Agreements and Logistics Departments.
Review the material receiving process to identify gaps and implement process
improvements.

Review warehouse storage space to ensure full utilization of storage capacity for BART
materials, as part of efforts to modernize and innovate the procurement system for
enhanced efficiency and customer service.

BART has made notable strides toward achieving these goals by improving inventory management
through ongoing process refinement. The agency’s updated policies and procedures (2025) reflect

a governance structure with clearly assigned roles, documented processes, and support systems
such as Maximo and PeopleSoft. We later describe in this report where potential enhancements to

these policies and procedures can close gaps in internal controls.

The Inventory Management Division has also taken additional steps to further support strategic

plan goals to enhance inventory management and administration by:

Conducting an annual review of its Item Master with key departments to identify aged
items for disposal or sale.

Shifting from manual labeling of received items to QR codes at the Central Warehouse.
Performing space optimization, eliminating racks and bins to accommodate larger items
resulting from the Fleet of the Future cars.

Exploring the use of Advanced Shipping Notice (ASN) adoption to decongest receiving,
improve visibility, and reduce Buyer follow-up.

These efforts demonstrate an institutional commitment to continuous improvement.
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Finding 2: Purchasing Activities Would Benefit from Additional Continuous
Process Improvement Efforts

This section describes seven purchasing-related areas. Three areas—timeliness to complete
purchases, out of stock items, and purchasing comparable items—are not under the full control of
the Procurement Department, which negatively affects purchasing efficiency, inventory
consistency, and transparency.

Turnaround time for purchases of supplies and equipment exceeds established goals

Purchasing materials and supplies is a key component of BART’s supply chain. BART has established
a current internal goal to complete inventory procurements within 15 days.

IH

Among the 23 of 26 designated “small” purchases with complete information in our inventory
count sample, average processing time over four years from calendar years 2022 to 2025 was 39
days, including one transaction that appeared to be an outlier. Figure 7 illustrates the calendar
year-over-year average procurement timelines across purchase types, showing improved timeliness

for small purchases from 32 days in 2022 to 19 days in 2025.

Figure 7:

Average Timeliness to Complete Purchases (Excluding Outlier)

Purchase Type 2022 2023 2024 2025
Average days Average days Average days Average days

Small, $5,000 to $100,000 32 21 22 19

Source: TAP International analysis

Multiple factors explain the extended turnaround times for procurement. First, the Purchasing Unit
primarily relies on a manual process without standard purchasing tools to facilitate efficient service
delivery. Across each of the key procurements steps illustrated in Figure 8, staff complete manual
activities, such as sending e-mails, reviewing forms, and searching the Web and BART’s PeopleSoft
system for supplier information.

Buyers could complete procurements faster if they had systems that reduced the need for manual
research—such as a comprehensive supplier list paired with a product catalog. Although the
Purchasing Manager noted that a supplier spreadsheet exists on the shared drive, Buyers
confirmed they do not have access to consolidated supplier information. As a result, they either
rely on personal knowledge of known suppliers or issue requests for quotes to vendors who
previously bid on comparable items. These practices limit competition and exclude newly
registered® BART suppliers from participating in procurement opportunities.

5 “Registered” refers to vendors with accounts in PeopleSoft.
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A 2021 report by McKinsey & Company found a 99 percent Figure 8:
correlation between investing time and resources in Key Steps in BART’s
capability building, such as applying digital solutions to help Procurement Process

prioritize procurements, and achieving better results in

p

functions in the top quartile in terms of the health of their *  End-user department submits

a requisition to purchasing

procurement. The report stated that “Procurement REQUISITION RECEIPT \

practices generate twice the annual savings of those in the describing the supply need.

lowest quartile, allowing them to improve earnings »  Speciications s asantiy of

required items are identified.

performance.”®

Second, Buyers reported that the level of detail in purchase

requisitions directly affects procurement timelines. When SRR SEECTON AND SoLTGTIoN

requisitions lack item specifications, Buyers must contact

o Buyers issue request for quote

requestors for additional details, information that O Bl

requestors may not have readily available. Conversely,

overly detailed specifications can also delay procurements. v

Suppliers may offer comparable items but not the exact / \
QUOTATION/BID EVALUATION

product described. As a result, these procurements often
¢ Quotes or bids are collected, reviewed,

remain in pending status while Buyers search for and compared

alternaﬁve Suppliers o Evaluation is documented

o Winning supplier is notified

¢ Purchase order is issued

BART procurement policies assign department staff the

responsibility to prepare requisitions that include item
specifications. The policies encourage users to provide
descriptions that are general enough to promote competition, yet specific enough to meet
operational needs.

Third, Buyers reported that the lack of an interface between the Maximo and PeopleSoft systems
has led the Finance Department to enlist the Purchasing Unit's assistance in researching items
purchased. For example, for returned items, performing this research requires additional time that
pulls staff away from core purchasing activities, contributing to procurement delays. Procurement
staff noted that this task consumes a sizable portion of their day, leaving limited time to complete
assigned procurement.

To address the issue, BART procurement officials mapped the relevant business processes in the
procure to pay cycle and initiated updates to the financial system (PeopleSoft). These updates aim

6 “Now is the time for procurement to lead value capture.” McKinsey & Company, February 2021.
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to improve transparency and provide Finance staff with direct access to return item information,
reducing the need for Buyers to research and share details.

Purchasing files can benefit from regular review to ensure compliance

The BART Procurement Manual does not formally require the Purchasing Manager to review
purchases conducted by Buyers for compliance with procurement policies and procedures, but
Procurement officials said the Purchasing Manager reviews the files. Without defined criteria
about elements of a procurement, such as dollar exposure, item volume, sole-source rationale, or
project risk, that would trigger mandatory managerial review of purchases, BART does not have
assurance about the fairness, competitiveness, and its compliance level with procurement policies.

For 38 procurement files that we reviewed and exceeding $25,000 in purchase value, 35 paper files
did not appear to have had the Purchasing Manager’s review beyond a stamped signature from the
Procurement Director on the purchase order. Our additional review of online screenshots from the
PeopleSoft system for about half of these 35 files showed similar results and found that the
Purchasing Manager reviewed and approved each purchase order prepared after the Buyer’s
notification of the award to the supplier.

There was no evidence that the approval encompassed verification of compliance with policies and
procedure. This lack of documented verification of compliance weakens internal controls and
accountability. For instance, in one case, a compliance review could have prompted discussion
around key procurement decisions. A Buyer designated a purchase as sole source, costing $84,895
for a refill kit. The Buyer received the requisition from the ordering department on April 16, 2024,
and a quote from only one supplier on April 17. The Buyer noted that market research indicated
that the supplier was the only source even though the product was previously purchased through a
different supplier. The Buyer reasoned that awarding the procurement to a different contractor
would result in unacceptable delays in fulfilling the recipient’s needs. The file did not contain
supporting information for the Buyer’s conclusions.

For the remaining three procurement files we reviewed, Buyers included the Purchasing Manager’s
signature on the procurement summary, which is a checklist of required documentation that helps
ensure compliance with procurement policies and procedures.

Except for procurements using federal awards, Buyers also reported exercising discretion when
requesting supervisory review for purchases under $25,000. Of the six purchases below this
threshold, none showed evidence of managerial review for compliance. In one case, we noted that
a Buyer awarded the purchase to a supplier with the lowest bid at $2,459.98 for strong industrial
glue used to bond metal, plastics, and composites. However, the supplier required a 16-week lead
time. In comparison, an alternative supplier offered a shorter five-week delivery for $2,994.50, a
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$535 difference. While under $25,000, this example demonstrates the need to assess more than
just price in issuing awards to help achieve goals, including turnaround times.

BART can expand the number of invitations for quotes to suppliers

BART’s Procurement Manual requires staff to competitively bid contracts for supplies, equipment,
and materials when expenditures are $150,000 or above, and for construction projects when costs
are $10,000 or above, unless otherwise required by statute. BART’s procurement objective is to
obtain supplies and services at fair, competitive, and reasonable prices consistent with policy and
public accountability standards.

Competitive bidding may be bypassed only under limited, specified circumstances, such as:

e Purchasing items at a lower price on the open market;

e Responding to emergency needs;

e Procuring prototype equipment;

e Sole sourcing, with Board approval, to duplicate or replace existing suppliers, equipment,
or materials; and

e For purchases from $5,000 to $10,000, or for construction, from $3,500 to $5,000 when
using federal funds.

For purchases from $10,000 to $150,000, BART policy requires staff to obtain a minimum of three
written or oral quotes to promote fairness and ensure that prices are reasonable. When compared
to those rules, our review of 12 sample transactions identified mixed results with two
procurements in compliance with these rules while eight purchases had two quotes, one with one
guote, and the remaining purchase with four quotes.

While requesting fewer quotes may appear more efficient, it undermines BART’s procurement
standards and weakens price competition. Reduced competition increases the risk of higher costs
and potential perceptions of favoritism or lack of transparency.

BART staff identified three key factors contributing to the limited solicitation of quotes:

e Reduced supplier availability, making it challenging to secure three bids.
e BART item specifications that many suppliers cannot meet.
e Time constraints affecting ability to await responses from smaller or overseas vendors.

Suppliers can benefit from purchasing transparency

Transparency refers to the clear, accessible, and timely sharing of procurement information,
including bidding opportunities, evaluation criteria, purchase order awards, and supplier
performance. It allows stakeholders to evaluate public agency procurement decisions. Standard
practices among public agencies include publishing bid outcomes. A BART supplier, who contacted
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the OIG during this audit, raised concerns about the lack of transparency in BART’s purchasing
process, highlighting the absence of communication on the winning supplier and related quote as
well as infrequent invitations to submit quotes.

BART Buyers explained it has been a long-standing practice not to routinely share bid outcomes
with suppliers.” Having a transparent procurement process, however, can build supplier trust and
can increase supplier interest in doing business with BART.

Tracking supplier performance can add to inventory management efficiency

Monitoring supplier performance—specifically their ability to deliver the correct item in good
condition—is essential for multiple reasons:

e Operational Efficiency: Reliable deliveries reduce the time BART staff spend contacting
suppliers, repackaging, and returning items, and processing credits.

e Product Quality & Safety: Receiving goods in acceptable condition preserves product
integrity and minimizes defects.

e Risk Mitigation: Tracking supplier performance allows staff to identify potential supply
chain disruptions early and plan contingencies.

e Cost Control: Dependable suppliers reduce the need for urgent purchases and associated
costs.

BART does not currently monitor supplier performance or consider supplier performance in its
inventory purchasing decisions because staff do not track the frequency of item returns. During a
storeroom site visit, we observed multiple items either packaged or awaiting packaging for return.
When returns occur, Buyers are notified of the returns to arrange shipping activities. According to
Buyers, returns generally occur because the part failed to meet BART’s required specifications.
Because BART does not track suppliers’ performance regarding returns, we did not determine the
value of the returns or the frequency of returns among suppliers.

Without tracking supplier reliability, BART risks repeatedly procuring from vendors who deliver
substandard goods—potentially increasing operational disruptions and costs. Current purchasing
policies do not incorporate supplier performance metrics, such as return rates, into bid
evaluations.

Purchasing officials acknowledged the challenge of tracking supplier performance, citing limited
staffing—there are three inspectors responsible for verifying that items conform to the purchase
orders. Purchasing management also noted that limited integration between Maximo and

7 BART Procurement officials acknowledged that bid results are not posted and provided examples that show
participating suppliers initiating requests for information about bid outcomes.
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PeopleSoft further complicates efforts to monitor supplier performance when the two systems do
not share information.

We identified that BART does not have a supplier quality engineer position classification that other
California public agencies use as part of inventory control. For example, LA Metro and California
Hi-Speed Rail System have classifications whose duties are functionally equivalent, performing
supplier oversight, materials compliance, contractor QA/QC, and inspection functions. Although
aspirational, it is important to note that having a supplier quality engineer would provide the
necessary skill set to assess the quality of the delivered product against its specification upon
receipt and avoid potential payment issues months after the fact.

Consolidating purchases for the same product under one item can benefit inventory management

Although BART aims to achieve fair and reasonable pricing in its procurements, Buyers often
award contracts to the lowest-cost suppliers without considering the implications on inventory
data management. Buyers have procured items—such as cleaning supplies, rags, and gloves—in
multiple brands and colors, requiring storekeepers to manage dozens of item numbers for
products that serve the same function. For example, BART’s Item Master lists paper towels and
hand sanitizers under eight and seven separate item numbers, respectively, due to variations in
size and color, or volume. This practice has led to fragmented product selection and added
complexity in inventory management.

In addition, because BART needs a formal data management program each department
independently creates and maintains its own item specifications for the Item Master. As a result,
the Item Master has inconsistencies.

For instance, BART uses the following formats for gloves and sanitizer:

e Use of singular and plural forms, such as “Glove” versus “Gloves.”

e Inconsistent punctuation, such as “Glove,” versus “Glove.”

e lIrregular inclusion of manufacturer names (e.g., Norton, Solvex, Edmont, or N-Dex) in some
entries but not others.

e Variations in item descriptions, such as “Sanitizer liquid, Hand” versus “Hand Sanitizer.”

The Inventory and Procurement Managers agreed that if departments align on product selection,
they can streamline item numbers in Maximo and enhance both inventory management and
purchasing operations by making it easier to find listed items, compare prices, and analyze
procurement data.
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Contributing Factors Identified for Items Out of Stock

Buyers play a key role in maintaining stock levels for items on BART’s Item Master. They replenish
out-of-stock items (stockouts) for items in inventory with a Reorder Point (ROP) that triggers refill
orders ultimately submitted to Buyers.

Figure 9 shows 701 items currently out of stock, representing four percent of the 18,400 items on
BART’s Item Master. Although BART has not established a tolerance level for out-of-stock items,
items absent from inventory at the time of need negatively affect employee perceptions of
inventory management effectiveness.

Figure 9:
Number of Parts Out of Stock
' Average Days
1

ABC Type Total # Out of Stock
A - ltems that represent 50% of the cumulative inventory

. . 214 146
dollar value in the selected baseline year.
B — Items that represent 18% of the cumulative inventory

. . . 20 482
dollar value in the baseline line selected.
C — Items that represent 32% of the cumulative inventory

. L 235 649
dollar value in the baseline line selected.
N 168 235
0] 1 731
7 13 300
Unassigned (Blank) ™ 50 248
Total 701

Source: “BART Items out of Stock Across the District Report”, 3.27.2025
Table Notes

i Use of ABC classification enables BART to align internal controls with the financial significance of inventory items. By
distinguishing high-value items from those with lower-dollar impact, BART can apply more rigorous controls where the
risk is greatest while using proportionately lighter controls for items that pose minimal financial exposure.

il Unassigned items: M&E and RS&S have a responsibility to assign an inventory classification to purchased items. For
unassigned items, the classification was either not assigned a classification category because of human error or
because they were newly received.

While federal and state transportation agencies do not prescribe a specific allowable out-of-stock
rate, U.S. Government Accountability Office (GAO) best practices emphasize that agencies should
establish risk-based inventory availability targets and actively monitor stockouts, particularly for
safety-critical and operations-critical items. Setting ROPs correctly is one of the most effective
controls for preventing stockouts, as it accounts for supplier lead times and actual usage. BART
inventory policies require staff to update ROPs periodically based on actual consumption data.

Page | 24 Final Report - Strengthening BART Inventory and Purchasing Through Better
Coordination and Compliance



When staff set the ROP too low, orders arrive after demand has already depleted existing
inventory. When they align the ROP with actual usage and supplier lead times, replenishment
arrives just in time, helping avoid stockouts.

We examined ROPs to identify potential factors contributing to stockouts and found them to be
generally well designed. Figure 10 shows no systemwide correlation between ROP levels and the
number of days that items remain out of stock, meaning the ROPs established for these out-of-
stock items did not generally cause the stockout. Where a relationship does exist, specifically for
Class B, N, and Z items, it remains minimal and unlikely to explain the stockouts.

Figure 10:
Analysis of Reorder Points as a Potential Contributor to Stockouts
ABC Correlation ROP IQR % Items 2300 Low ROP (<5)
Type ROP to Days Median’ P25 P75 Days Out of & > 100 Days
Out of Stock’ ColA ColB Stock™ Out of Stock"
A .02 (no real link) 11 6 36 4.2% 46 items
B .18 (weak link) 10.5 5 26 70% 7 items
C .01 (no link) 8 4 19 79% 91 items
N -.25 13 7 37 18.5% 25 items
0 N/A 2 - - 100% 1item
Z -.53 (moderate) 2 2 4 76.9% 10 items
Source: TAP International analysis
Table notes:

' Correlation column tells you whether higher ROPs are associated with fewer days out of stock:
Near O - No relationship
Positive - Higher ROPs are associated with more days out of stock (counterintuitive)
Negative - Higher ROPs are associated with fewer days out of stock.

i ROP Median - The typical reorder point for items in each ABC category.

i Interquartile Range (IQR) — Shows how consistent ROP settings are: Small IQR (P25) - ROPs are standardized; Large
IQR - ROPs vary widely item-to-item. Example: “A” items have an IQR of 6—36, indicating significant variability, “Z”
items have an IQR of 2—4, meaning uniformly low ROPs. A narrow IQR (small gap between P25 and P75) means
most items in that class have similar reorder points with minor variation. A wide IQR means reorder points vary
widely. If the median ROP is low but the IQR is wide, it suggests that only a handful of items have had their ROPs
adjusted upward, while the rest remain too low.

v |tems out of stock for 300 or days or more.

V' Shows how many items have persistent unavailability.

Three key factors — inadequate information to source the item, absence of considering long lead
time to procure time, and suppliers that no longer carry the requested item — influenced lengthy
delays in replenishing the item, not the ROPs. See Figure 11 on the following page.
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Figure 11:
BART Reported Factors Influencing Purchasing Delays Contributing to Stockouts

Supply Chain Area Factor
Sourcing Suppliers do not have items that meet BART's precise specifications, adding

more time to the procurement process to identify suppliers that can meet the
product specifications. Meeting precise specifications for BART requested
items ensures product quality and safety.

Planning Project managers do not always account for the long lead times required to
receive items.

Production/Use Suppliers have discontinued production of specific items, forcing Buyers to
research alternative sources with remaining stock.

Figure 12 outlines industry practices that help mitigate stockouts. Each practice operates
independently and requires effective coordination to prevent delays, shortages, or excess costs.
BART fully or partially aligns with three of the four practices.

For the fourth practice—supplier collaboration availability—BART has room for improvement. As
previously discussed, BART could strengthen its approach by establishing a product list organized
by suppliers to support Buyer decision-making.

Figure 12:

Industry Practices to Mitigate Stockouts

Practice Description BART Relevance  BART Practice Best
Practice
Alignment

Obsolescence Identify obsolete Increases BART completes an Fully

Planning parts proactively. available shelf annual process to identify aligns

space. obsolete items for

disposal or sale.

Predictive Uses quantitative Could reduce BART has enhanced its Partially
Analytics for historical usage reliance on forecasting method,; aligns —in
Establishing data and predictive manual however, many items, in progress
Reorder Points modeling to replenishment storerooms remain under

anticipate future triggers for the traditional min-max

needs. reordering. ordering system, or do

not have min-max points
yet assigned.
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Practice Description BART Relevance  BART Practice Best
Practice
Alignment
Integrated Enable real-time Critical to BART has developed a Partially
Communications coordination clarifying item working group to aligns —in
Platforms between Buyers, needs and facilitate communication  progress
inventory urgency in real on item returns only as
managers, and time vs. email part of the next
project managers. use. PeopleSoft update.
Supplier Maintain a It would address ~ BART allows any supplier  Needs
Collaboration qualified vendor cases where one  to register with the attention

Availability

pool and product
list of parts.

vendor lacks
specific part
specifications.

agency but does not
analyze supplier
information to provide
supplier or product lists
to Buyers.

Source Industry Practices: Association of Supply Chain Management; IBM — SCM components and Strategy.
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Finding 3: Inventory Management Challenges Could Risk Future Success

This section outlines persistent challenges related to inventory management. Five of the following
seven challenges are within the control of the inventory management function. Inventory
Management Division officials explained that these challenges have not significantly hindered
BART’s ability to provide efficient and reliable rail service. Without management attention to these
issues, however, these challenges could hinder the ability to accomplish future inventory
management efficiencies.

Storing aged parts limits space efficiency

Once staff purchase items, inventory management plays a critical role in controlling costs and
supporting service delivery. In the transit industry, agencies must balance the need to maximize
customer service with efforts to minimize inventory costs. Lack of available parts when required is
an issue, while having parts and other items deemed “dead” or not in use for an extended period is
another concern, as they take up valuable storage space.

Inventory Management Division officials reported that departments often hesitate to discard
unused items, citing the potential future need for spares, especially for rail parts no longer carried
by suppliers. This practice contributes to inventory aging. As of March 2025, RS&S held 831 aged
items, with an average shelf life of 10.75 years and value of approximately $617,000. M&E held
1,538 aged items with an approximate average shelf life of 12.25 years, as shown in Figure 13.

Figure 13:

Average Age of Inventory Parts Not in Use

Owning Total # Total Extended Mean Years Median Years Mode Years
Department of Parts Value of No Use of No Use of No Use
RS&S 831 617,268 10.75 11 14
M&E 1,538 762,578 12.25 13 14
Combined 2,369 1,379,846 11.72 13 14

Source: TAP International analysis of aging inventory reports.

BART stores aged inventory items such as circuit boards, amps, coils, and cylinders. Storeroom
managers noted that departments could help assess the potential use of these items by linking
them to specific equipment currently in service. BART’s financial system, PeopleSoft, generates
aging reports that include inactive inventory, with the most recent report showing approximately
14,697 capital and non-capital inventory parts aged six months or more valued at $107.8 million.
See Figure 14. These are items that have not yet been issued for use.

Page | 28 Final Report - Strengthening BART Inventory and Purchasing Through Better
Coordination and Compliance



Figure 14:
Aging Capital and Non-Capital Parts

Number of Number of Value of Number of Value of Non- Total
Days Capital Capital Parts Non-Capital Capital Parts
Parts Parts

0-30 0 0 322 $2,685,878 $2,685,878
031-60 3 $23,148 333 $2,258,543 $2,281,691
061-90 16 $22,890 323 $2,531,535 $2,554,425
091-120 13 512,834 234 $1,706,003 $1,718,837
121-150 10 $69,617 242 $1,669,072 $1,738,689
151-180 18 $118,624 286 $2,568,983 $2,687,607
181 Plus 1,882 $27,449,403 14,697 $80,342,328 $107,791,731
Total 1,942 $27,696,515 16,437 $93,763,342  $121,459,857

Source: BART Aging Reports, PeopleSoft System, April 2025.

Parts that remain idle for extended periods introduce several operational and financial risks:

Financial Reporting: Extended storage increases the likelihood that staff may need to write
off unused items.

Inventory Shrinkage: Prolonged inactivity raises the risk of misplaced, miscounted, or lost
items.

Carrying Costs: Storage, handling, and insurance expenses grow as inventory sits idle.
Obsolescence: Unused items may become incompatible with current specifications, be
discontinued by vendors, or become outdated due to technological shifts.

Capital Utilization: Delays in deploying capital items can tie up significant funds without
delivering operational value.

Inventory Management Division officials lead annual efforts to identify potentially obsolete parts

and, in collaboration with departments like M&E, process those parts identified by departments
that could be sold or disposed of. For instance, in an April 2025 report, BART identified 7,777
potentially obsolete parts. Departments then designated 1,524 of these parts as scrap, allowing

their removal from inventory.® The remaining 6,253 parts continue to occupy needed storage space

and strain storeroom operations. At the Wayside Warehouse and Richmond Yard, parts fill shelving

units, forcing storekeepers to place other items on pallets, on the floors, and in outdoor areas, as

shown in Figure 15.

8 Under BART’s inventory management policies, the M&E Division makes final determination on whether identified
items can be scrapped.
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To address the space constraints, caused in part by holding onto obsolete parts and storing other
aged parts, BART plans to install large tents at select facilities.? While BART did not know the total
costs of this project at the time of our review, they are costs that could be avoided if departments
identified more parts for disposal along with reorganizing existing storerooms and warehouses.
Inventory Management Division officials explained that departments are reluctant to identify more
parts for potential disposal should they need spare parts in the future. Ongoing disposal of items
deemed obsolete could help free up needed space across storerooms and improve inventory
handling for active supplies.

Figure 15:
Items Stored on the Floor and on Pallets at Wayside Warehouse and Outside at
Richmond Yard

“ ¥y k %] b= N\ =l s i, P g
Notes: For the first picture, BART officials stated that the condition observed was due to bin audits in
progress. However, the supporting documentation they provided was dated 184 days after our visit.
For the third picture to the right, there was no label indicating whether these items belong to capital
projects or were inventoried items. Inventory Management Division officials stated they were for
capital projects, not inventory, and that their staff did not place the items outdoors.

Another method to assess the efficiency of inventory operations is to examine the parts turnover
ratio. While there is no industry standard for inventory turnover rates, BART’s inventory turnover
rate indicates the extent of aging parts and the need for greater coordination with project
management at the department level.

As of April 2025, departments use 25 percent of parts quickly, while the remaining 75 percent
remain unused on shelves for extended periods. This suggests that project management does not
consistently align with actual inventory usage. Without stronger controls—such as enforcing
procurement policies and improving coordination on when parts will be needed—BART remains
exposed to rising inventory costs and obsolescence risk.

9 No completion date has been established for their installation.

Page | 30 Final Report - Strengthening BART Inventory and Purchasing Through Better
Coordination and Compliance



Ensuring accurate inventory counts

Cycle counts serve as a critical internal control to ensure inventory accuracy, financial integrity, and
operational efficiency. Because inventory value is a significant line item on government financial
statements, staff rely on cycle counts to detect irregularities such as shrinkage or unaccounted-for
items and to support necessary inventory adjustments.

Our inventory count was designed to verify if the number of items recorded in Maximo match
those located on shelves among three warehouses and five storerooms. Our own inventory count
resulted in an overall accuracy rate of 66 percent (79 of 120 items). Accuracy differed across
locations; Concord and Wayside had the lowest results, while Antioch and Hayward demonstrated
higher accuracy. Of 41 items with discrepancies, 18 had more units on hand than recorded in
Maximo, and 23 had fewer. Variances ranged from 1-4 items at the Hayward Shop to 840 items at
the Central Warehouse. See Figure 16.

Figure 16:
Cycle Count Results by Storeroom
TESTING ITEM COUNT
Location Items Items Items Not % Same Variance Over- Under-
Tested Located Located Accuracy Range Stated Stated

Wayside 15 6 9 40% 3-100 3 6
Warehouse
Richmond 15 11 4 73% 1-79 2 2
Storeroom
RR 15 10 5 67% 4-220 1 4
Warehouse
Central 15 9 6 60% 1-840 3 3
Warehouse
Antioch 15 13 2 87% 1-102 1 1
Storeroom
Hayward 15 13 2 87% 1-4 2 0
Storeroom
Daly City 15 10 5 67% 1-66 4 1
Storeroom
Concord 15 7 8 47% 1-500 2 6
Storeroom
Total 120 79 41 66% 18 23

Our reverse inventory count, which is designed to verify that the number of items on the shelves
match the number of items recorded in Maximo, produced a slightly higher accuracy rate of 70
percent, but results varied sharply. Central Warehouse continued to underperform, while Hayward
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achieved perfect alignment. For the remaining 30 percent of items, the number of items located at
the facility were either higher or lower than what was recorded in Maximo. Although variances
were small in quantity (1-12) their frequency indicates ongoing data integrity concerns. See Figure
17.

Figure 17:
Reverse Count Results
TESTING ITEM COUNT
Location Items Items Items Not % Sample Variance Over- Under-
Tested Located Located Accuracy Range Stated Stated
Wayside 6 4 2 67% 2-7 2 0
Warehouse
Richmond 4 2 2 50% 2-3 1 1
Storeroom
RR Warehouse 5 4 1 80% 5 1 0
Central 5 2 3 40% 5-12 1 2
Warehouse
Antioch 5 3 2 60% 2-3 0 2
Storeroom
Hayward 5 5 0 100% 1-4 0 0
Storeroom
Daly City 5 4 1 80% 1 1 0
Storeroom
Concord 5 4 1 80% 1 0 1
Storeroom
Total 40 28 12 70% 6 6

Inventory Management Division officials said the lower accuracy rates in our samples were due to a
higher share of lower-value items, which are subject to less stringent controls. However, regardless
of an item’s value, inventory systems should maintain reasonable accuracy across all inventories.
Audit testing is intended to identify weaknesses in how effectively those controls are working.

Several factors impact cycle-count accuracy. A key factor identified by Inventory Management
Division officials is that departments do not always comply with inventory check-out procedures
when storerooms and warehouses become unattended. These procedures require staff, when
Storekeepers are not available to issue parts, to document the date, item number, and quantities
obtained. Without completing the required information, storeroom staff become unaware that
items were removed. As a result, Maximo records cannot be updated. Inventory Management
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Division officials explained that compliance with this Unattended Storeroom policy is a persistent
challenge.

Another factor affecting BART’s inventory performance is cycle-count controls. BART has
structurally developed best practices in this area, as shown in Figure 18 below.

Figure 18:
BART Cycle-Count Practices that Align with Industry Best Practices

Best Practice

Description

In Use Concern Identified

Establish Written

Policies and procedures for physical counts

. . are documented, reviewed, and updated il None
Policies .
periodically.
Portions of inventory are counted on a
Select a Structured . . )
. rotating basis to ensure full coverage over »1 None
Counting Approach .
time.
Determine Frequency Weekly counts are scheduled based on )
) =1 None
of Counts dollar value, turnover, and risk.
. Staff conduct counts without access to on-
Perform Blind Counts . =t None
hand balances to prevent bias.
Enlist Knowledgeable Trained personnel familiar with inventory ot Segregation of duty
Staff and count processes, perform the counts. ' concerns
Cutoff controls and verification methods ] Counting of items
Ensure Completeness . . ) =1
confirm that all items are included. concerns
Thresholds
Instructions are communicated clearly; established for
Execute and . . ] . s
counts are verified, and variances »1 investigating

Reconcile Counts

investigated before adjusting records.

discrepancies
concerns

Nonetheless, we identified three key issues with procedural implementation as follows.

e Segregation of Duty. Storekeepers individually count items in their own storerooms.

Although the Cycle Guidelines provide for blind counts,® storekeepers still have access to

Maximo information on item balances, undermining controls. This lack of segregation

increases the risk of errors in cycle counts.

e Counting of Items. Accurate physical inventory counts are critical for verifying inventory

and reconciling balances with financial and logistical records. BART conducts daily to annual
counts depending on item criticality, according to its Inventory Management Guidelines and

10 A blind count refers to the performance of a physical inventory count without the knowledge of, or access to, the on-
hand quantity balance in the inventory records. Counters are provided the item number, description, location, and
other information necessary to perform the count but not the item quantity information. Inventory items are counted
and compared to the on-hand balance in the inventory records. If the blind count agrees with the record on-hand
balance, there is a high level of confidence that both the count and the record on-hand balance are accurate.
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