
 
 

CITY OF CHARLOTTE 
OFFICE OF INTERNAL AUDIT 

 

MEMORANDUM 
 
To: Sabrina Joy-Hogg, Deputy City Manager June 20, 2019 
From: Greg McDowell, City Auditor 
Re: CATS Blue Line Extension – RSM Report 
 

Background 

The City of Charlotte’s Internal Audit Department engaged the consulting firm RSM US LLP (RSM) to 
review the CATS Blue Line Extension (BLE) construction project.  In May 2018, Internal Audit began a 
concurrent review of CATS BLE Professional Services agreements, focusing on the HNTB contract.  The 
results of that audit were addressed in our report issued March 22, 2019. 
 
RSM’s audit, beginning in July 2018, focused on the adequacy of controls over construction management 
processes and controls in the following areas: 
 
 Incentive payments and liquidated damages 
 Independent cost estimates and change orders 
 Schedule management 
 Construction management fee negotiation 
 Project closeout as executed by construction management consultant 

 
Summary – The attached RSM report details the results which followed the identification and testing of 
more than 20 key control mechanisms.  Key points include the following: 

• Current control environment of BLE program is strong, as project is winding down. 
• Management processes are well-defined. 
• Management has performed adequate tracking and assessment of liquidated damages. 
• Project closeout has moved slower than desired; delays have been extensive as related to punch 

lists, final change orders and turnover documents. 
• Strict retainage requirements of NCDOT and City contracts may have limited financial incentive 

for contractors and subcontractors to complete closeout activities. 
• Potential cost avoidance could be achieved in the future by increasing the level of documentation 

provided by contractors and subcontractors in support of proposed costs. 
• The City’s current independent cost estimate (ICE) and change order evaluation process meets 

requirements of applicable guidance (e.g., Federal Acquisition Regulations), but could be tightened 
through increased scrutiny of source documents during the proposal process. 

 
Actions Planned 

In response to the March 2019 Internal Audit Report, CATS and EPM agreed to utilize City audit staff or 
outside expertise to supplement contract negotiation efforts in the future.  Internal Audit will consider the 
RSM observations related to Retainage and Change Order/Contingencies, when we have the opportunity to 
provide input. 
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