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SUBJECT: CONSOLIDATED AUDIT FOR FISCAL YEAR 2019

ACTION: RECEIVE AND FILE

RECOMMENDATION

RECEIVE AND FILE the Consolidated Audit Financial and Compliance Reports completed by
Vasquez and Company (Vasquez) and Simpson and Simpson (Simpson), certified public
accountants, for the Fiscal Year ending June 30, 2019.

ISSUE

As the Regional Transportation Planner for Los Angeles County, the Los Angeles County
Metropolitan Transportation Authority (Metro) is responsible for planning, programming and allocating
transportation funding to Los Angeles County jurisdictions, transit operators and other transportation
programs. Metro has the fiduciary responsibility to provide assurance that recipients of funds
included in the Consolidated Audit are adhering to the statutes, program guidelines, and/or
agreements of each applicable funding source and that operations data used to allocate funds is fair
and in accordance with Federal Transit Administration (FTA) guidelines.

BACKGROUND

The consolidated audit process includes financial and compliance audits of the following programs:
e Local Funding Program to 88 cities and Unincorporated Los Angeles County
= Proposition A Local Return
= Proposition C Local Return
= Measure R Local Return
= Measure M Local Return
= Transit Development Act (TDA) Article 3 and Article 8 Programs
= Proposition A Discretionary Incentive Program
e Transit System Funds to Commerce, Redondo Beach, and Torrance
* Transit Development Act (TDA) Article 4
= State Transit Assistance (STA)
= Proposition A 95% of 40% Discretionary
» Proposition C 5% Security
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Proposition C 40% Discretionary
Proposition 1B Funds
Measure R 20% Bus Operations and Clean Fuel Bus Funds
Measure M 20% Bus Transit Operation Fund
e Proposition A 40% Discretionary - Growth Over Inflation (GOI) Fund to Burbank, Glendale,
LADOT and Pasadena Transit System Operators
e Fare Subsidies Programs
= Immediate Needs Transportation Program (INTP)
= Low Income Fare is Easy (LIFE)
=  Support for Homeless Re-Entry (SHORE) Program
Metrolink Program
EZ Transit Pass Program
Access Services
LADOT Operating Data (Proposition A Incentive Programs).

Metro allocates over $650 million annually to the stated programs and distribution to the 88 cities in
Los Angeles County (Cities) including the County of Los Angeles (County), and other agencies.
Annual audits of the programs ensure that the agencies comply with the applicable rules, regulations,
policies, guidelines and executed Memorandums of Understanding (MOU). The audits also serve as
a program management tool for effectively managing and administering the programs.

Management Audit Services (MAS) contracted with Vasquez and Simpson to perform the financial
and compliance audits to provide reasonable assurance to management whether recipients of
subsidies included in the Consolidated Audit are adhering to the statutes of each applicable funding
source. The audits were conducted in accordance with generally accepted government auditing
standards and the American Institute of Certified Public Accountants' Standards.

The auditor’s concluded that the County and Cities, with the exception of the City of South EI Monte,
complied in all material respects, with the guidelines and requirements that could have a direct and
material effect on the Local Return programs for the Fiscal Year ending June 30, 2019.

DISCUSSION

The consolidated audit process includes financial and compliance audits of Local Return programs.
Following is a summary of consolidated audit results:

Proposition A and C

Vasquez and Simpson found that the County and Cities, with the exception of the City of South El
Monte, complied in all material respects, with the guidelines and requirements that could have a
direct and material effect on the Local Return programs for the year ended June 30, 2019.

The auditors found 56 instances of non-compliance for Proposition A and C which consisted of 36
minor findings related to the untimely submittal of forms. Twenty (20) findings were identified with
questioned costs totaling $2 million for Proposition A and $2.4 million for Proposition C which
represent approximately 1% of each total fund reviewed. The Local Return program manager is
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working with the respective cities to resolve the findings. The auditors will validate the resolution of
the findings within next year’s annual Consolidated Audit process.

Measure R

Vasquez and Simpson found that the County and Cities, with the exception of the City of South EI
Monte, complied in all material respects with the guidelines and requirements that could have a direct
and material effect on the Local Return programs for the year ended June 30, 2019.

The auditors found 23 instances of non-compliance for Measure R which consisted of 13 minor
findings related to the untimely submittal of forms. Ten (10) findings were identified with questioned
costs totaling $2 million for Measure R represents less than 2% of the total amount reviewed. The
Local Return program manager is working with the respective cities to resolve the findings. The
auditors will validate the resolution of the findings within next year’s annual Consolidated Audit
process.

Measure M

Vasquez and Simpson found that the County and Cities, with the exception of the City of South El
Monte, complied in all material respects with the guidelines and requirements that could have a direct
and material effect on the Local Return programs for the year ended June 30, 2019.

The auditors found 20 instances of non-compliance for Measure M, consisting of 14 minor findings
related to the untimely submittal of forms. Six (6) findings were identified with questioned costs
totaling $856 thousand for Measure M represents less than 1% of the total amount reviewed. The
Local Return program manager is working with the respective cities to resolve the findings. The
auditors will validate the resolution of the findings within next year’s annual Consolidated Audit
process.

The consolidated audit process includes financial and compliance audits of Non- Local Return
programs. Following is a summary of consolidated audit results:

The auditors found that schedules/financial statements for the various programs stated above
present fairly, in all material respects. The auditors also found that the entities complied, in all
material respects, with the compliance requirements of the respective guidelines. The auditors noted
several compliance findings including:

e 16 findings for the TDA Article 3 program;

e 15 for the Fare Subsidies Programs;

e 10 for the INTP;

¢ 8 findings for the Metrolink program; and

e 5 for the LIFE Program.

Metro program managers are working with the respective funds recipients to resolve the findings.
The auditors will validate the resolution of the findings within next year’s annual Consolidated Audit
process.
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Due to the considerable size of the documents, the Reports on Compliance with Requirements
Applicable to Proposition A and C, Measure R and M Ordinances and Local Return Guidelines are
provided as Attachment A through F. The additional Consolidated Audit reports are accessible online.

The comprehensive financial and compliance audit reports issued by Vasquez are accessible online
at:
<http://libraryarchives.metro.net/DB Attachments/Consolidated/Vasquez%20FY19/Vasquez/>

The comprehensive financial and compliance audit reports issued by Simpson are accessible online
at:
<http://libraryarchives.metro.net/DB _Attachments/Consolidated/Simpson%20FY19/Simpson/>

FINANCIAL IMPACT
This is an informational report and does not have a direct financial impact on Metro.

Impact to Budget
This is an informational report and does not impact the FY 2021 budget.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

Approval of this item supports Metro Vision 2028 Goal #5: Provide responsive, accountable, and
trustworthy governance within the Metro organization. The projects/programs developed with these
funds directly or indirectly support all five Vision 2028 goals identified in Metro’s Strategic Plan.

ATTACHMENTS

A. Report on Compliance with Requirements Applicable to Proposition A and Proposition C

Ordinances and Proposition A and Proposition C Local Return Guidelines (Vasquez)

Report on Compliance with Requirements Applicable to Proposition A and Proposition C

Ordinances and Proposition A and Proposition C Local Return Guidelines (Simpson)

Report on Compliance with Requirements Applicable to Measure R Ordinance and Measure R

Local Return Guidelines (Vasquez)

Report on Compliance with Requirements Applicable to Measure R Ordinance and Measure R

Local Return Guidelines (Simpson)

Report on Compliance with Requirements Applicable to Measure M Ordinance and Measure

M Local Return Guidelines (Vasquez)

F. Report on Compliance with Requirements Applicable to Measure M Ordinance and Measure
M Local Return Guidelines (Simpson)

w
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Prepared by: Lauren Choi, Sr. Director, Audit (Interim), (213) 922-3926
Monica Del Toro, Audit Support Manager, (213) 922-7494

Reviewed by: Shalonda Baldwin, Executive Officer, Administration, (213) 418-3926
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Phillip A. Washington \
Chief Executive Officer '
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE WITH THE REQUIREMENTS
APPLICABLE TO PROPOSITION A AND PROPOSITION C ORDINANCES AND
PROPOSITION A AND PROPOSITION C LOCAL RETURN GUIDELINES

To: Board of Directors of the Los Angeles County Metropolitan Transportation Authority
and Proposition A and Proposition C Oversight Committee

Report on Compliance

We have audited the compliance of the thirty-nine (39) Cities identified in Schedule 1, with the types
of compliance requirements described in the Proposition A and Proposition C Ordinances enacted
through a Los Angeles County voter-approved law in November 1980 and November 1990,
respectively; Proposition A and Proposition C Local Return Guidelines, issued by the Los Angeles
County Metropolitan Transportation Authority (LACMTA), approved by its Board of Directors in FY
2006-07 (collectively, the Guidelines); and the respective Assurances and Understandings
Regarding Receipt and Use of Proposition A and Proposition C Local Return Funds, executed by
LACMTA and the respective Cities for the year ended June 30, 2019 (collectively, the
Requirements). Compliance with the above noted Guidelines and Requirements by the Cities are
identified in the accompanying Summary of Compliance Findings, Schedule 1 and Schedule 2.

Management’'s Responsibility

Compliance with the Guidelines and the Requirements is the responsibility of the respective
management of the Cities.

Auditors’ Responsibility

Our responsibility is to express opinions on the Cities’ compliance with the Guidelines and the
Requirements referred to above based on our audits. We conducted our audits of compliance in
accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether noncompliance with the types of requirements
referred to above that could have a direct and material effect on the Proposition A and Proposition C
Local Return programs occurred. An audit includes examining, on a test basis, evidence about each
City’s compliance with the Guidelines and the Requirements and performing such other procedures
as we considered necessary in the circumstances.

We believe that our audits provide a reasonable basis for our disclaimer and unqualified opinions on
compliance. However, our audits do not provide a legal determination of each City’s compliance with
the Guidelines and the Requirements.

Anindependently owned member
RSM US Alliance
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Basis for Disclaimer of Opinion on City of South El Monte

As described in the accompanying Summary of Compliance Findings (Finding #2019-016), the City
of South El Monte was not able to provide accounting records and documents that would support the
City’s compliance with the Guidelines and Requirements. Accordingly, we were unable to perform
any auditing procedures sufficiently to determine the City’s compliance.

Disclaimer of Opinion on City of South ElI Monte

Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph,
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on the City of South El Monte’s compliance with the Guidelines and Requirements referred
to above. Accordingly, we do not express an opinion on the City of South El Monte’s compliance with
the Guidelines and Requirements.

Ungualified Opinion on Compliance of all Cities except City of South El Monte

In our opinion, as described in Schedule 2, the Cities complied, in all material respects, with the
Guidelines and the Requirements referred to above that could have a direct and material effect on
the Proposition A and Proposition C Local Return programs for the year ended June 30, 2019.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to
be reported in accordance with the Guidelines and the Requirements and which are described in the
accompanying Summary of Audit Results (Schedule 1) and Schedule of Findings and Questioned
Costs (Schedule 2) as Findings #2019-001 through #2019-019. Our opinion is not modified with
respect to these matters.

The Cities’ responses to the noncompliance findings identified in our audits are described in the
accompanying Schedule of Findings and Questioned Costs (Schedule 2). The Cities’ responses
were not subjected to the auditing procedures applied in the audit of compliance and, accordingly,
we express no opinion on the responses.

Report on Internal Control over Compliance

The management of each City is responsible for establishing and maintaining effective internal
control over compliance with the Guidelines and the Requirements referred to above. In planning
and performing our audits of compliance, we considered each City’s internal control over compliance
with the Guidelines and the Requirements that could have a direct and material effect on the
Proposition A and Proposition C Local Return programs to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on compliance and to
test and report on internal control over compliance in accordance with the Guidelines and the
Requirements, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of each
City’s internal control over compliance.



A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with the requirements that is less severe than a material weakness
in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that have not been identified. We did identify
certain deficiencies in internal control over compliance, as described in the accompanying Schedule
of Findings and Questioned Costs (Schedule 2) as Findings #2019-004, #2019-010 and #2019-016,
to be material weaknesses.

The Cities’ responses to the internal control over compliance findings identified in our audits are
described in the accompanying Schedule of Findings and Questioned Costs (Schedule 2). The
Cities’ responses were not subjected to the auditing procedures applied in the audit of compliance
and, accordingly, we express no opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing on internal control over compliance and the results of that testing based on the requirements
of the Guidelines and the Requirements. Accordingly, this report is not suitable for any other
purpose.

’7.7’..9 v% LLP

Glendale, California
December 31, 2019



Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Summary of Compliance Findings
Fiscal Year ended June 30, 2019

The audits of the 39 cities identified in Schedule 1 have resulted in 19 findings. The table below

summarized those findings:

Resolved
# of Responsible Cities/ Questioned Costs During the
Finding Findings Finding No. Reference PALRF PCLRF Audit

Baldwin Park (Finding #2019-002) $ 336,716 | % 1,310,200 $ 1,646,916
Funds expended were approved and have -
not been substituted for property tax, 3 Industry (Finding #2019-009) - 2,110 2,110

Rosemead (Finding #2019-014) 827 - 827

Baldwin Park (Finding #2019-003) None - -
Expenditures that exceeded 25% of Bell Gardens (Finding #2019-006) None - -
approved project budget have approved 4 e
amended Project Description Form (Form A). Rosemead (Finding #2019-015) None - -

Westlake Village (Finding #2019-019) - None -
Annual Project Summary Report (Form B) ) Bell Gardens (Finding #2019-007) None None None
was submitted timely. South Gate (Finding #2019-017) None None None

Malibu (Finding #2019-012) None None None
Annugl Expendlture Report (Form C) was 3 Pomona (Finding #2019-013) None None None
submitted timely.

Vernon (Finding #2019-018) None None None

Baldwin Park (Finding #2019-004) 262,649 429,908 -
Accounting procedures, record keeping and 3 Industry (Finding #2019-010) 88,148 ) )
documentation are adequate.

South EI Monte (Finding #2019 -016) 433,072 63,775 -
Pavement Management System (PMS) in Azusa (Finding #2019-001) None None None
place and being used for Street Maintenance 2
or Improvement Projects Expenditures. Baldwin Park (Finding #2019-005) None None None
Recreational Transit Form was submitted s Calabasas (Finding #2019-008) None None None
timely. Lynwood (Finding #2019-011) None None None
Total Findings and Questioned Costs 19 $ 1,121,412 |$ 1,805993 | $ 1,649,853

Details of the findings are in Schedule 2.




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Agoura Hills Azusa Baldwin Park
Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been . . See Finding
substituted for property tax. Compliant Compliant #2019-002
Expenditures that exceeded 25% of approved project budget . . See Finding
have approved amended Project Description Form (Form A). Compliant Compliant #2019-003
. . - o
Administrative expenses are .Wlthln the 20% cap of the total Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are . . See Finding
adequate. Compliant Compliant #2019-004
Pavement Management System (PMS) in place and being used Compliant See Finding See Finding
for Street Maintenance or Improvement Projects Expenditures. P #2019-001 #2019-005
Local Return Account is credited for reimbursable Not Applicable Compliant Not Applicable

expenditures.

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Compliant

Compliant

Compliant




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Bell Bell Gardens  Beverly Hills
Uses the State Controller's Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget . See Finding .
have approved amended Project Description Form (Form A). Compliant #2019-006 Compliant
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures. Compliant Compliant Not Applicable
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

. . . . See Finding .
Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant

#2019-007

Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant
Local Return Account is credited for reimbursable expenditures. Compliant Not Applicable Compliant
Self-Certification was completed and submitted for Intelligent . . .
Transportation Systems projects or elements. Not Applicable | Not Applicable | Not Applicable
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational Transit Form was submitted timely. Compliant Compliant Not Applicable




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Calabasas Carson Commerce

Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.

Timely use of funds. Compliant Compliant Compliant

Fund§ expended were approved and have not been Compliant Compliant Compliant

substituted for property tax.

Expenditures that exceeded 25% of approved project budget . . .

have approved amended Project Description Form (Form A). Compliant Compliant Compliant

. . - o

Administrative expenses are .W|th|n the 20% cap of the total Compliant Compliant Not Applicable

annual Local Return Expenditures.

All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant

Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are Compliant Compliant Compliant

adequate.

Pavement Management System (PMS) in place and being used Compliant Compliant Not Applicable

for Street Maintenance or Improvement Projects Expenditures.

Local Return Account is credited for reimbursable
expenditures.

Not Applicable

Not Applicable

Not Applicable

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational Transit Form was submitted timel See Finding Not Applicable Compliant
y- #2019-008 i P




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Compton Cudahy Culver City
Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Fund§ expended were approved and have not been Compliant Compliant Compliant
substituted for property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended Project Description Form (Form A). Compliant Compliant Compliant
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures. Not Applicable Compliant Not Applicable
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) in place and being used Compliant Compliant Not Applicable

for Street Maintenance or Improvement Projects Expenditures.

Local Return Account is credited for reimbursable
expenditures.

Not Applicable

Not Applicable

Not Applicable

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Compliant

Compliant

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds El Monte Gardena Hawthorne

Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.

Timely use of funds. Compliant Compliant Compliant

Fund§ expended were approved and have not been Compliant Compliant Compliant

substituted for property tax.

Expenditures that exceeded 25% of approved project budget . . .

have approved amended Project Description Form (Form A). Compliant Compliant Compliant

. . - o

Administrative expenses are .W|th|n the 20% cap of the total Compliant Compliant Compliant

annual Local Return Expenditures.

All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant

Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are Compliant Compliant Compliant

adequate.

Pavement Management System (PMS) in place and being used Compliant Compliant Compliant

for Street Maintenance or Improvement Projects Expenditures.

Local Return Account is credited for reimbursable
expenditures.

Not Applicable

Not Applicable

Not Applicable

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Compliant

Not Applicable

Compliant




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Huntington
Proposition A and Proposition C Local Return Funds Hidden Hills Park Industry
Uses the State Controller’s Uniform System of Accounts and . . .

Compliant Compliant Compliant

Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been . . See Finding
substituted for property tax. Compliant Compliant #2019-009
Expenditures that exceeded 25% of approved project budget . . .
have approved amended Project Description Form (Form A). Compliant Compliant Compliant
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures. Not Applicable Compliant Not Applicable
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are . . See Finding
adequate. Compliant Compliant #2019-010
Pavement Management System (PMS) in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Not Applicable Compliant Compliant
Local Return Account is credited for reimbursable Not Applicable Compliant Compliant

expenditures.

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Not Applicable

Compliant

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Inglewood Irwindale La Puente
Uses the State Controller's Uniform System of Accounts and . . .
Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended Project Description Form (Form A). Compliant Compliant Compliant
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures. Compliant Not Applicable Compliant
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant
Local Return Account is credited for reimbursable expenditures. Compliant Not Applicable | Not Applicable
Self-Certification was completed and submitted for Intelligent . . .
Transportation Systems projects or elements. Not Applicable | Not Applicable | Not Applicable
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational Transit Form was submitted timely. Not Applicable | Not Applicable Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Lawndale Lynwood Malibu
Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.

Timely use of funds. Compliant Compliant Compliant

Fund§ expended were approved and have not been Compliant Compliant Compliant

substituted for property tax.

Expenditures that exceeded 25% of approved project budget . . .

have approved amended Project Description Form (Form A). Compliant Compliant Compliant

. . - o

Administrative expenses are .W|th|n the 20% cap of the total Compliant Compliant Compliant

annual Local Return Expenditures.

All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
. . . . . See Finding

Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant #2019-012

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are Compliant Compliant Compliant

adequate.

Pavement Management System (PMS) in place and being used Compliant Compliant Compliant

for Street Maintenance or Improvement Projects Expenditures.

Local Return Account is credited for reimbursable
expenditures.

Not Applicable

Not Applicable

Not Applicable

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file. Compliant Compliant Compliant
. . . . . See Finding .
Recreational Transit Form was submitted timely. Not Applicable #2019-011 Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Maywood Montebello Monterey Park

Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.

Timely use of funds. Compliant Compliant Compliant

Fund§ expended were approved and have not been Compliant Compliant Compliant

substituted for property tax.

Expenditures that exceeded 25% of approved project budget . . .

have approved amended Project Description Form (Form A). Compliant Compliant Compliant

. . - o

Administrative expenses are .W|th|n the 20% cap of the total Compliant Compliant Compliant

annual Local Return Expenditures.

All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant

Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are Compliant Compliant Compliant

adequate.

Pavement Management System (PMS) in place and being used . . .

for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant

Local Return Account is credited for reimbursable Not Applicable Compliant Not Applicable

expenditures.

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Not Applicable

Not Applicable

Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested

SCHEDULE 1

Proposition A and Proposition C Local Return Funds Pico Rivera Pomona Rosemead
Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been . . See Finding

substituted for property tax. Compliant Compliant #2019-014

Expenditures that exceeded 25% of approved project budget . . See Finding

have approved amended Project Description Form (Form A). Compliant Compliant #2019-015

- . . o

Administrative expenses are .W|th|n the 20% cap of the total Compliant Compliant Compliant

annual Local Return Expenditures.

All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
. . . . See Finding .

Annual Expenditure Report (Form C) was submitted timely. Compliant 42019-013 Compliant

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are Compliant Compliant Compliant

adequate.

Pavement Management System (PMS) in place and being used . . .

for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant

Local Return Account is credited for reimbursable Not Applicable Compliant Compliant

expenditures.

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Compliant

Compliant

Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested San Santa Fe

Proposition A and Proposition C Local Return Funds Fernando Springs Santa Monica

Uses the State Controller’s Uniform System of Accounts and . . .
Compliant Compliant Compliant

Records.

Timely use of funds. Compliant Compliant Compliant

Fund§ expended were approved and have not been Compliant Compliant Compliant

substituted for property tax.

Expenditures that exceeded 25% of approved project budget . . .

have approved amended Project Description Form (Form A). Compliant Compliant Compliant

. . - o

Administrative expenses are .W|th|n the 20% cap of the total Compliant Compliant Compliant

annual Local Return Expenditures.

All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant

Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are Compliant Compliant Compliant

adequate.

Pavement Management System (PMS) in place and being used Compliant Compliant Compliant

for Street Maintenance or Improvement Projects Expenditures.

Local Return Account is credited for reimbursable
expenditures.

Not Applicable

Not Applicable

Not Applicable

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational Transit Form was submitted timely.

Compliant

Compliant

Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested South
Proposition A and Proposition C Local Return Funds El Monte* South Gate Vernon
Uses the State Controller’'s Uniform System of Accounts and . . .
Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted See Finding Compliant Compliant
for property tax. #2019-016 P P
Expenditures that exceeded 25% of approved project budget See Finding . .
have approved amended Project Description Form (Form A). #2019-016 Compliant Compliant
Administrative expenses are within the 20% cap of the total See Finding . .
annual Local Return Expenditures. #2019-016 Compliant Not Applicable
. . . See Finding . .
All on-going and carryover projects were reported in Form B. Compliant Compliant
#2019-016
. . . . See Finding .
Annual Project Summary Report (Form B) was submitted timely. Compliant #2019-017 Compliant
. . . . . See Finding
Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant
#2019-018
Cash h equivalent intained See Finding | o liant Compliant
ash or cash equivalents are maintained. #2019-016 omplian omplian
Accounting procedures, record keeping and documentation are See Finding . .
adequate. #9019-016 Compliant Compliant
Pavement Management System (PMS) in place and being used | See Finding . .
for Street Maintenance or Improvement Projects Expenditures. #2019-016 Compliant Not Applicable
Local Return Account is credited for reimbursable expenditures. | Not Applicable | Not Applicable | Not Applicable
Self-Certification was completed and submitted for Intelligent See Finding . .
Transportation Systems projects or elements. #2019-016 Not Applicable | Not Applicable
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational Transit Form was submitted timely. Not Applicable Compliant Not Applicable

*Auditor was not able to perform procedures due to the condition of the City’s accounting records
and unavailability of documents supporting the City’s compliance with the significant compliance

requirements of the Guidelines.
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested West Westlake
Proposition A and Proposition C Local Return Funds Walnut Hollywood Village
Uses the State Controller's Uniform System of Accounts and . . .

Compliant Compliant Compliant

Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget . . See Finding
have approved amended Project Description Form (Form A). Compliant Compliant #2019-019
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures. Compliant Compliant Not Applicable
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted timely. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted timely. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Not Applicable
Local Return Account is credited for reimbursable expenditures. | Not Applicable | Not Applicable | Not Applicable
Self-Certification was completed and submitted for Intelligent . . .
Transportation Systems projects or elements. Not Applicable | Not Applicable | Not Applicable
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational Transit Form was submitted timely. Compliant Compliant Not Applicable
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

Finding #2019-001: PALRF and
PCLRF

City of Azusa

Compliance Reference

Under Section II(C)(7) of the Proposition A and Proposition
C Local Return Guidelines, Jurisdictions are required to
certify that they have conducted and maintain Pavement
Management Systems (PMS) when proposing “Street
Repair and Maintenance” or “Bikeway” projects.

Self-certifications executed by the Jurisdiction’s Engineer or
designated, registered civil engineer, must be submitted with
a Form A for new street maintenance or bikeway projects, or
Form B (biannually) for ongoing projects, to satisfy “Street
Repair and Maintenance” and “Bikeway” project eligibility
criteria.

Condition

The City has not submitted a signed Pavement
Management System (PMS) certification in FY 2018/19,
which is required to be conducted and maintained every 3
years. The City’s latest certification submitted to LACMTA in
June 2016 had a May 2016 inventory update and review of
pavement condition completion date which was already over
3 years as of June 30, 2019.

Cause

Due to circumstances beyond the City’s control, the City
was delayed in retaining a consultant to update the City’s
PMS prior to the audit report.

Effect

The City was not in compliance with respect to the
certification of PMS in conformance with the criteria
stipulated in the Local Return Guidelines. As such, any local
return funds spent may be required to be returned to the
Local Return Funds.

Recommendation

The City should submit to LACMTA a signed certification
that it has a PMS for eligibility of its new or ongoing street
maintenance or bikeway projects and keep it on file.

Management’s Response

The City will submit a signed Pavement Management
System certification at a minimum every other year to
comply with the reporting requirement.

Finding Corrected During the
Audit

The City of Azusa submitted the new certification on
November 18, 2019. No additional follow up is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-002: PALRF and City of Baldwin Park
PCLR

Compliance Reference Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit for
approval a Project Description Form (Form A) prior to the
expenditure of funds for: 1) a new project; 2) a new route; 3)
a 25 percent change (increase or decrease) in route or
revenue vehicle miles for an established LR funded transit
service; 4) a 0.75 miles or greater service change that
duplicates/overlays an existing transit service; or 5) a 25
percent or greater change in an approved LR project budget
or scope on all operating or capital LR projects.”

Condition The City claimed expenditures under the following projects
with no prior approval from LACMTA.

a. PALRF Project code 140-01, Recreational Transit,
totaling $25,405;

b. PALRF Project code 270-02, Commuter Express
Trolley Program Planning, totaling $72,618;

c. PALRF Project code 480-02, Fund Administration,
totaling $238,693;

d. PCLRF Project code 190-01, CNG Station
Improvements, totaling $117,186;

e. PCLRF Project code 230-02, Park/Ride Lot — Utilities,
totaling $1,619;

f. PCLRF Project code 230-04, Landscaping Along
Transit Corridors, totaling $28,408;

g. PCLRF Project code 300-05, Transit Center/Pedestrian
Bridge, totaling $44,572;

h. PCLRF Project code 430-04, Frazier Improvements,
totaling $57,921;

i. PCLRF Project code 440-08, Street Name/Roadway
Signs, totaling $122,132;

j-  PCLRF Project code 450-02, Corak Ave Storm Drain
Project totaling $52,476; and

k. PCLRF Project code 450-10, Various Street
Improvement Projects, totaling $885,886.

Although we found the expenditures to be eligible for Local
Return funding, these projects had no prior approval from
LACMTA.

Cause This condition was caused by turnover in City staff
responsible for completing the appropriate forms.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-002: PALRF and
PCLRF (Continued)

City of Baldwin Park

Effect

Proposition A and Proposition C LR funds were expended
towards project expenditures without prior approval by the
LACMTA.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that approval is obtained from LACMTA
prior to spending on any Local Return-funded projects.

Management’s Response

Staff assigned in ensuring compliance with Proposition A
and Proposition C Guidelines have been apprised of the
rules governing the use of these funds. In addition, the
Public Works Director will verify that all projects have been
approved before expending any of these funds. The finance
department staff had also implemented procedures to verify
approval by LACMTA before issuing any checks for the
projects.

Findings Resolved During the
Audit

LACMTA Program Manager granted a retroactive approval
of projects’ budget on October 3 and 7, 2019. No follow up
is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-003: PALRF

City of Baldwin Park

Compliance Reference

Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit for
approval a Project Description Form (Form A) prior to the
expenditure of funds for: 1) a new project; 2) a new route; 3)
a 25 percent change (increase or decrease) in route or
revenue vehicle miles for an established LR funded transit
service; 4) a 0.75 miles or greater service change that
duplicates/overlays an existing transit service; or 5) a 25
percent or greater change in an approved LR project budget
or scope on all operating or capital LR projects.”

Condition

The City exceeded LACMTA’s approved budget by more
than 25% without obtaining approval through a revised Form
A for PALRF’s Project Code 120-02, Dial-A-Ride Services
project. Amount in excess of 25% of the approved budget
was $114,479.

Projects with greater than 25% change from the approved
project budget should be amended by submitting a revised
Project Description Form (Form A).

Cause

This condition was caused by turnover in City staff
responsible for completing the appropriate forms.

Effect

The City’'s PALRF project expenditures exceeded 25
percent of LACMTA’s approved budget without LACMTA'’s
approval and the City did not comply with the Guidelines.

Recommendation

We recommend that the City submit a revised Form A to
obtain LACMTA'’s approval for the change in project budget
and for the City to implement control to ensure compliance
with this requirement at all times.

Management’s Response

Staff assigned in ensuring compliance with Proposition A
and Proposition C Guidelines have been apprised of the
rules governing the use of these funds. In addition, the
Public Works Director will ensure that all projects will be
reviewed and identified for any thresholds over 25%. A
revised Form A will be submitted to LACMTA for any
projects over the 25% threshold for approval.

Finding Corrected During the
Audit

The City submitted a Form A to the LACMTA Program
Manager and was granted a retroactive approval on the
amended budget for this project on October 3, 2019. No
additional follow up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-004: PALRF and
PCLRF

City of Baldwin Park

Compliance Reference

Proposition A and Proposition C Local Return Guidelines
Section Il states that, “A proposed expenditure of funds shall
be deemed to be for public transit purposes to the extent
that it can reasonably be expected to sustain or improve the
quality and safety of and/or access to public transit services
by the general public or those requiring special public transit
assistance”. Also, Section V states that, “It is the
jurisdictions’ responsibility to maintain proper accounting
records and documentation to facilitate the performance of
the audit as prescribed in these Guidelines”.

On February 14, 2019, the LACMTA Local Return Program
Manager re-affirmed the memo issued on April 29, 2014
addressed to all Jurisdictions to provide clarification for
adequate salary and related costs documentations for the
audit of the Local Return funds.

Below are recommendations to ensure that jurisdictions
have adequate evidence to support its compliance with the
Local Return Guidelines:

1. All hours are required to be documented. Develop
and/or maintain a system that will keep track of actual
hours worked by employees whose salaries and
benefits were charged to the LACMTA project.
Expenditures claimed based solely on budgeted
amounts is not considered adequate documentation
because it does not reflect actual expenditures incurred
on the LACMTA project and do not provide adequate
evidence that labor  hours charged has
transit/transportation purpose. The record of hours
worked must: a) identify the LACMTA project, b) be
authenticated by the employee and approved by his/her
immediate supervisor, and c) tie to hours reported in
the payroll records.

2. Provide adequate support for indirect costs. For indirect
expenditures allocated to LACMTA projects, develop
and/or maintain a system that distributes allowable
expenditures to projects based on causal or beneficial
relationships. Expenditures cannot be claimed on
LACMTA project if the expenditures are not allowable
(i.e., not transportation or transit related) or not
allocable to the LACMTA project (i.e., LACMTA project
did not cause the incurrence of the expenditure or
LACMTA project did not benefit from the expenditure).
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-004: PALRF and
PCLR (Continued)

City of Baldwin Park

Condition

The City claimed salaries and benefits expenditures under
the following projects:

PALRF:

a) Project code 110-01, Fixed Route Shuttle Service, total
amount of $15,054;

b) Project code 120-02, Dial-A-Ride Services, total amount
of $24,087;

c) Project code 150-01, Bus Shelter Improvements, total
amount of $3,154; and

d) Project code 480-02, Prop A Administration, total
amount of $220,354

PCLRF:

a) Project code 170-01, Landscaping at Metrolink, total
amount of $19,636;

b) Project code 170-02, Bus Shelter Maintenance, total
amount of $142,031;

c) Project code 230-04, Landscaping along Transit
Corridors, total amount of $8,790;

d) Project code 430-03, Maine Ave Complete Street
Projects, total amount of $43,301;

e) Project Code 440-08, Street Name/Roadway Signs, total
amount of $51,360; and

f) Project Code 480-02 Prop C Administration, total
amount of $164,790

The salaries and benefits claimed under PALRF and PCLRF
of $262,649 and $429,908, respectively, are based on
budget and are not supported by actual time charges and
documented time study or indirect cost allocation plan for
administrative charges. The City historically claimed those
salaries in the previous years based on actual time charges
and those claims were supported by time sheets. However,
because of the change in the City’s payroll and time
reporting system during the fiscal year, auditor was not able
to perform procedures to determine reasonableness of
those charges.

Cause

The City changed its payroll system during FY 2018-19.
Employees started entering their timesheet electronically
that replaced the manual timesheet (hard copy). The system
automatically allocates the amounts charged by each
employee to these funds based on the budgeted
percentages.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-004: PALRF and
PCLRF (Continued)

City of Baldwin Park

Effect

If the labor charges are not supported by actual time
charges and documented time study or indirect cost
allocation plan, LACMTA will require the City to return the
money to the Local Return Funds.

Recommendation

We recommend that the City provide documentation to
support the salaries and benefits charges to PALRF and
PCLRF prior to FY 2019/20 year end audit. If these
documents are not provided, the City is required to
reimburse its PALRF and PCLRF accounts the amount of
$262,649 and $429,908, respectively. In addition, we
recommend that the City establish controls to ensure that
the salaries and benefits charged to the Local Return funds
are adequately supported by timesheets, payroll registers,
personnel action forms with job descriptions, or similar
documentation as required by the Guidelines.

Management’s Response

The City changed its payroll system during FY 2018-19.
Employees started entering their timesheet electronically to
replace the manual timesheet. The salaries and benefits
costs are the actual amounts from the City's payroll which is
based on the estimated percentage of work assigned by
Public Works for allocated hours per the prior years
projections and related projects in FY 2018-19. The
percentage allocation is entered in Tyler Incode 10 financial
system. The system allocates the charges for each
employee to those funds.

Corrective Action Plan

The City will implement a new internal control procedure.
The electronic time entry will be based on the actual hours
worked on each project. We will also prepare
reconciliation/adjustments as needed and/or at year-end.
The time entries will be submitted by employees
electronically and reviewed/approved by their supervisors.
The City will also establish controls to ensure that all
salaries and benefits charged to the Local Return funds are
adequately supported in the future. The City considers the
allocations and the charges mentioned above to be
reasonable and eligible expenses under the local return
guidelines.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-005: PALRF and
PCLRF

City of Baldwin Park

Compliance Reference

Under Section II(C)(7) of the Proposition A and Proposition
C Local Return Guidelines, Jurisdictions are required to
certify that they have conducted and maintain Pavement
Management Systems (PMS) when proposing “Street
Repair and Maintenance” or “Bikeway” projects.

Self-certifications executed by the Jurisdiction’s Engineer or
designated, registered civil engineer, must be submitted with
Form A for new street maintenance or bikeway projects, or
Form B (biannually) for ongoing projects, to satisfy “Street
Repair and Maintenance” and “Bikeway” project eligibility
criteria.

Condition

The City has not submitted a signed Pavement
Management System (PMS) certification in FY 2018/19,
which is required to be conducted and maintained every 3
years. The City’s latest certification submitted to LACMTA in
June 2016 had an August 2015 inventory update and review
of pavement condition completion date which was over 3
years already.

Cause

Due to circumstances beyond the City’s control, the City
was delayed in retaining a consultant to update the City’s
PMS prior to the audit report.

Effect

The City was not in compliance with respect to the
certification of PMS in conformance with the criteria
stipulated in the Local Return Guidelines. As such, any local
return funds spent may be required to be returned to the
Local Return Funds.

Recommendation

The City should submit to LACMTA a signed certification
that it has a PMS for eligibility of its new or ongoing street
maintenance or bikeway projects and keep it on file.

Management’s Response

The City of Baldwin Park has budgeted $30,000 in the fiscal
year 2019-20 to update its Pavement Management System
(PMS). The City has anticipated that the PMS will be fully
updated by April 2020. The City will notify LACMTA once the
PMS update has been completed.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-006: PALRF City of Bell Gardens

Compliance Reference Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit for approval
a Project Description Form (Form A) prior to the expenditure
of funds for: 1) a new project; 2) a new route; 3) a 25 percent
change (increase or decrease) in route or revenue vehicle
miles for an established LR funded transit service; 4) a 0.75
miles or greater service change that duplicates/overlays an
existing transit service; or 5) a 25 percent or greater change in
an approved LR project budget or scope on all operating or
capital LR projects.”

Condition The City exceeded LACMTA'’s approved budget by more than
25% without obtaining approval through a revised Form A for
PALRF’s Project Code 110-05, Fixed Route Transit project.
Amount in excess of 25% of the approved budget was $5,548.

Projects with greater than 25% change from the approved
project budget should be amended by submitting a Project
Description Form (Form A).

The City submitted a Form A to the LACMTA Program
Manager and obtained a retroactive approval of the project on
October 9, 2019.

Cause The City revised the direct cost reporting for the General
Public transit project. In previous years, all direct cost was
reported in General Public Transit project. This year, the City
allocated 20% of the direct cost to Fixed Route Transit project
since the direct cost applies to both Fixed Route Transit and
General Public Transit. This causes the expenditure in the
Fixed Route Transit to be 29 percent greater than the
approved amount submitted to LACMTA.

Effect The City’s PALRF project expenditures exceeded 25 percent
of LACMTA'’s approved budget without LACMTA’s approval
and the City did not comply with the Guidelines.

Recommendation We recommend that the City submit a revised Form A to
obtain LACMTA'’s approval for the change in project budget
and for the City to implement control to ensure compliance
with this requirement at all times.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-006: PALRF City of Bell Gardens
(Continued)
Management’s Response We agree on the finding and will establish procedures to

ensure that any projects exceeding the 25 percent threshold
are identified and an updated Project Description Form (Form

A) is submitted to LACMTA for approval timely.

Finding Corrected During the LACMTA Program Manager granted retroactive approval of
Audit the said project on October 9, 2019. No additional follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-007: PALRF and
PCLRF

City of Bell Gardens

Compliance Reference

Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit on or before
August 15t of each fiscal year an Annual Project Update (Form
B) to provide current information on all approved on-going and
carryover LR projects. LACMTA will review and accept or
return the report for changes. Cities shall report the
anticipated expenditure cash flow amounts for the covered
fiscal year.”

Condition

The City submitted its Annual Project Update (Form B) on
August 13, 2018, 12 days after the due date of August 1,
2018.

Cause

The Annual Project Update (Form B) report was submitted late
due to an oversight by City staff assigned to complete the
task.

Effect

The City was not in compliance with the reporting
requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Annual Project Update (Form B) is
submitted by August 15t as required by the Guidelines.

Management’s Response

In the future, the City will closely monitor the Local Return
Fund project expenditures on a quarterly basis to help identify
the projects that may require additional funding in the future
and allow the City to submit project amendments/requests in a
timely manner to LACMTA on or before June 30, end of the
fiscal year.

Finding Corrected During the
Audit

LACMTA Program Manager granted retroactive approval of
the said project on October 9, 2019. No additional follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-008: PALRF and
PCLRF

City of Calabasas

Compliance Reference

Under Section Il (A) of the Proposition A and Proposition C
Local Return Guidelines, for Jurisdictions with Recreational
Transit projects, Jurisdictions are required to annually
submit an accounting of Recreational Transit trips,
destinations and costs. This information should be submitted
along with the Form C, no later than October 15 after the
fiscal year.

Condition The Recreational Transit report was submitted on October
24, 2019, 9 days beyond the due date of October 15, 2019.

Cause The Recreational Transit report was submitted late due to
an oversight by City staff assigned to complete that task.

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Annual Recreational Transit
Report is submitted by October 15 as required by the
Guidelines.

Management Response

Staff will ensure all documents are submitted to LACMTA in
a timely manner.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-009: PCLRF

City of Industry

Compliance Reference

Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit for
approval a Project Description Form (Form A) prior to the
expenditure of funds for: 1) a new project; 2) a new route; 3)
a 25 percent change (increase or decrease) in route or
revenue vehicle miles for an established LR funded transit
service; 4) a 0.75 miles or greater service change that
duplicates/overlays an existing transit service; or 5) a 25
percent or greater change in an approved LR project budget
or scope on all operating or capital LR projects.”

Condition

The City claimed expenditures under the PCLRF Project
Code 110-01, Annual Bus Stop ADA Improvement, totaling
$2,110 with no prior approval from LACMTA.

Although we found the expenditures to be eligible for Local
Return funding, this project had no prior approval from
LACMTA.

Cause

Due to timing of change of administration, the approval for
expenditures was not timely followed upon. Current
management reached the same conclusion as drawn by the
auditors that these were eligible for funding, but ran out of
time getting approval, or otherwise risked losing the funding
all together.

Effect

Proposition C LR funds were expended towards project
expenditures without prior approval by the LACMTA.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that approval is obtained from LACMTA
prior to spending on any Local Return-funded projects.

Management Response

We agreed with the recommendation.

Findings Resolved During the
Audit

LACMTA Program Manager granted a retroactive approval
of project’s budget on November 20, 2019. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-010: PALRF

City of Industry

Compliance Reference

Section V of Proposition A &C Local Return Guidelines
states that, “It is the Jurisdictions responsibility to maintain
proper accounting records and documentation to facilitate
the performance of the audit prescribed in these
guidelines...”

Also, Section B of the Assurance and Understanding
regarding receipt and use of Proposition A Local Return
Funds states that, “ For projects to be funded in part or in
whole with Proposition A and/or Proposition C funds,
recipient of local return funds should comply with all
applicable federal, state, and local laws and regulations,
including compliance with the procurement requirements”.

Further, Section 9 (D) of the City’s procurement policy states
that, “Formal bids will be published in a newspaper of
general circulation in the City, posted in at least three public
places in the City designated by ordinance for the posting of
public notices, and posted on the City’s website. The
Procurement officer will also mail a copy to anyone who has
requested to be notified. All notices must be published,
posted or mailed at least 10 days before the date specified
for the opening of bids. All formal bids must be sealed and
will be publicly opened and read at the date, time, and place
indicated in the published notice.”

Condition

During the fiscal year 2019, the City made payments to a
vendor, Industry Security Services, under PALRF project
code 360-02, Commuter Rail Station Operation Project,
totaling $88,148. Payments were supported by copies of
cancelled checks and approved invoices by authorized
officials.

During our review of the City’s compliance with the
procurement guidelines, we noted that the City was not able
to provide documents to support its compliance with the
procurement policies and procedures which includes
requests for bids or proposals from vendors and bid
evaluation documentation.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-010: PALRF City of Industry
(Continued)
Cause The current contract with Industry Security Services was

approved in 2007, during a time which the City’s
procurement policy was either informal, verbal or referred to
municipal code. Then-City Council approved the contract
during one of the council meetings. The contract is subject
to cancellation upon 30-day written notice without cause or
48-hour written notice with cause. The current Procurement
Policy was adopted in June 2013, and it governs the
retainage of consultant selection for professional services
and specialty services under its section 12 and 13. Certain
contracts entered prior to the adoption of the current policy,
such as this one, has not been made fully in compliance of
the procedures.

Effect For fiscal year 2019, the amount paid for security contract
with Industry Security Services without following the City’s
procurement policy resulted in questioned costs of $88,148.

Recommendation We recommend for the City to fully reimburse its PALRF
account the amount of $88,148, including interest.

We further recommend that the City establish controls to
ensure that all contracts are reviewed periodically, and that
proper documentation is maintained to support compliance
with the procurement policies and procedures at all times.

Management Response City’'s management is in the process of reviewing all
agreements to bring them in compliance with the current
procurement policies and procedures.

32




SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-011: PALRF and
PCLRF

City of Lynwood

Compliance Reference

Under Section Il (A) of the Proposition A and Proposition C
Local Return Guidelines, for Jurisdictions with Recreational
Transit projects, Jurisdictions are required to annually submit
an accounting of Recreational Transit trips, destinations and
costs. This information should be submitted along with the
Form C, no later than October 15 after the fiscal year.

Condition

The Recreational Transit report was submitted on
October 24, 2019, 9 days beyond the due date of October 15,
2019.

Cause

The Recreation Transit Trips and Schedule of Trips were
completed prior to the deadline. However, staff inadvertently
missed the deadline to submit the Recreational Transit Form
and Schedule of Trips by October 15, 2019 to LACMTA. This
has not been an issue in the previous years. Staff was trying
to focus on the reconciliation of the other submittals (Form C
and Form II).

The forms were submitted immediately the following week on
October 24, 2019 before the audit commenced.

Effect

The City was not in compliance with the reporting
requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Annual Recreational Transit
Report is submitted by October 15 as required by the
Guidelines.

Management’s Response

A reminder has been set up on the calendar of the Director to
ensure that the report is completed and submitted to the
LACMTA in a timely fashion.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-012: PALRF and
PCLRF

City of Malibu

Compliance Reference

Section I(C) of Proposition A and Proposition C Local Return
Program Guideline states that, “On or before October 15th of
each fiscal year, the Jurisdiction shall submit an Annual
Expenditure Report (Form C) to provide an update on
previous year LR fund receipts and expenditures.”

Condition

The City submitted its Annual Expenditure Report (Form C)
on October 24, 2019, 9 days after the due date of October
15, 2019.

Cause

The City of Malibu’s Finance Manager retired. Due to her
absence and the transition of her responsibilities, the City
was unaware of the deadline. The report was filed prior to the
audit, but not by the October 15 deadline.

Effect

The City’s Annual Expenditure Report (Form C) was not
submitted timely. The City was not in compliance with the
Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Annual Expenditure Report (Form C)
is submitted by October 15 as required by the Guidelines.

Management’s Response

An Acting Finance Manager has been appointed and will
monitor future reporting requirements. A calendar of reporting
deadlines has been created.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-013: PALRF and
PCLRF

City of Pomona

Compliance Reference

Section I(C) of Proposition A and Proposition C Local Return
Program Guideline states that, “On or before October 15th
of each fiscal year, the Jurisdiction shall submit an Annual
Expenditure Report (Form C) to provide an update on
previous year LR fund receipts and expenditures.”

Condition

The City submitted its Annual Expenditure Report (Form C)
on October 19, 2019, 4 days after the due date of October
15, 2019.

Cause

The City had adjustments to make as the deadline
approached and wanted to ensure accuracy of the reports
prior to submission.

Effect

The City’s Annual Expenditure Report (Form C) was not
submitted timely. The City was not in compliance with the
Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Annual Expenditure Report (Form C)
is submitted by October 15 as required by the Guidelines.

Management’s Response

Internal procedures are in place to ensure timely submission
of the reports to LACMTA. The City will continue to work
diligently to ensure timeliness of the submissions moving
forward.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-014: PALRF

City of Rosemead

Compliance Reference

Section I(C) of the Proposition A and C Local Return
Guidelines states that. “ Jurisdictions shall submit for approval
a Project Description Form (Form A) prior to the expenditure
of funds for: 1) a new project; 2) a new route; 3) a 25 percent
change (increase or decrease) in route or revenue vehicle
miles for an established LR funded transit service; 4) a 0.75
miles or greater service change that duplicates/overlays an
existing transit service; or 5) a 25 percent or greater change in
an approved LR project budget or scope on all operating or
capital LR projects.”

Condition

The City claimed expenditures for project code 270-14,
Training, totaling $827, with no prior approval from LACMTA.

Although we found the expenditures to be eligible for Local
Return funding, this project had no prior approval from
LACMTA.

LACMTA Program Manager subsequently granted a
retroactive approval of the said project on October 9, 2019.

Cause

The City was not aware of such requirement to submit
amended form A and/or Form B to MTA on or before June
30t Following past practices, the City reconciled Local
Return Funds during the fiscal year-end closeout process to
ensure all revenues and expenses were properly accrued,
then the City reviewed and ensured that all allowable
expenditures were recorded in the financials prior to the
annual LACMTA audit.

Effect

Proposition A Local Return funds were expended towards
project expenditures without prior approval from LACMTA.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that budget approval is obtained through
submission of the Project Description Form (Form A) to
LACMTA prior to spending on any Local Return-funded
projects.

Management’s Response

In the future, the projects funded with local return funds will be
monitored on a quarterly basis to ensure that Form B and/or
Form A are timely submitted to LACMTA on or before June
30, end of the fiscal year.

Finding Corrected During the
Audit

LACMTA Program Manager granted retroactive approval of
the said project on October 9, 2019. No additional follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-015: PALRF City of Rosemead

Compliance Reference Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit for approval
a Project Description Form (Form A) prior to the expenditure
of funds for: 1) a new project; 2) a new route; 3) a 25 percent
change (increase or decrease) in route or revenue vehicle
miles for an established LR funded transit service; 4) a 0.75
miles or greater service change that duplicates/overlays an
existing transit service; or 5) a 25 percent or greater change in
an approved LR project budget or scope on all operating or
capital LR projects.”

Condition The City exceeded LACMTA'’s approved budget by more than
25% without obtaining approval through a revised Form A for
PALRF’s Project Code 140-05, Recreational Transit project.
Amount in excess of 25% of the approved budget was $2,555.

Projects with greater than 25% change from the approved
project budget should be amended by submitting a Project
Description Form (Form A).

The City submitted a Form A to the LACMTA Program
Manager and obtained a retroactive approval of the project on
October 9, 2019.

Cause The City was not aware of such requirement to submit
amended form A and/or Form B to MTA on or before June
30t Following past practices, the City reconciled Local
Return Funds during the fiscal year-end closeout process to
ensure all revenues and expenses were properly accrued,
then the City reviewed and ensured that all allowable
expenditures were recorded in the financials prior to the
annual LACMTA audit.

Effect The City’s PALRF project expenditures exceeded 25 percent
of LACMTA'’s approved budget without LACMTA’s approval
and the City did not comply with the Guidelines.

Recommendation We recommend that the City submit a revised Form A to
obtain LACMTA'’s approval for the change in project budget
and for the City to implement control to ensure compliance
with this requirement at all times.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-015: PALRF City of Rosemead
(Continued)
Management’s Response In the future, the City will closely monitor the Local Return

Fund project expenditures on a quarterly basis to help identify
the projects that may require additional funding in the future
and allow the City to submit project amendments/requests in a
timely manner to LACMTA on or before June 30, end of the
fiscal year.

Finding Corrected During the LACMTA Program Manager granted retroactive approval of
Audit the said project on October 9, 2019. No additional follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-016 City of South El Monte

Compliance Reference Section V of the Proposition A and Proposition C Local
Return Guidelines states that, “It is each Jurisdiction’s
responsibility to maintain proper accounting records and
documentation to facilitate the performance of the audit
prescribed in these guidelines.”

Condition The City was not able to provide accounting records and
documents that would support the City’s compliance with the
Proposition A and Proposition C Local Return Guidelines.
The City’s general ledger is not updated. Account
reconciliations, including bank accounts are behind and the
Local Return Funds reports and Forms submitted to
LACMTA do not reconcile with the accounting records.
Accordingly, we were unable to perform any auditing
procedures sufficiently to determine the City’s compliance
with the significant compliance requirements of the
Guidelines.

Cause We learned that the City lost several key employees in the
finance and accounting department during the fiscal year
2019. As such, there was delay in the closing of the City’s
books for the fiscal year 2019. Currently, the accounting
personnel and support do not have the institutional
knowledge to ensure the books are updated and
transactions are recorded correctly.

Effect These conditions resulted in delays in producing closing
entries, trial balances, schedules, reconciliations, account
analysis, and other financial reports needed by management
and the auditors to facilitate completion of audit procedures.

The guidelines dictate that LACMTA reserves the right to
suspend or revoke allocation to the City until the completion
of the required audits.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-016 (Continued) City of South El Monte

Recommendation We recommend that the City implement internal control
procedures over timely closing of the books. The City
should establish and document proper closing and
reconciliation procedures and assign responsibility for
completing the procedures to specific City personnel. The
closing procedures should be documented in a checklist that
indicates who will perform each procedure and when
completion of each procedure is due and is accomplished.
The timing of specific procedures could be coordinated with
the timing of management’s or the auditor's need for the
information.

We also recommend that the City implement sufficient
controls to ensure compliance with LACMTA guidelines and
other regulatory requirements.

Management’s Response The City has taken actions to address this finding by hiring
an interim finance director to handle the closing process of
the City’s book of accounts and to make sure that all
accounting records will be made available to the auditors.

Subsequent to the Audit Metro Program Manager sent out a letter to the City on
Deadline January 7, 2020 to grant the City requested time extension
to complete the audit by March 31, 2020.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-017: PALRF and
PCLRF

City of South Gate

Compliance Reference

Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit on or before
August 15t of each fiscal year an Annual Project Update
(Form B) to provide current information on all approved on-
going and carryover LR projects. LACMTA will review and
accept or return the report for changes. Cities shall report the
anticipated expenditure cash flow amounts for the covered
fiscal year.”

Condition The City submitted its Annual Project Update (Form B) on
August 9, 2018, 8 days after the due date of August 1, 2018.

Cause The Annual Project Update (Form B) was submitted late due
to an oversight by City staff assigned to complete that task.

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Annual Project Update (Form B) is
submitted by August 15t as required by the Guidelines.

Management’s Response

City staff assigned to complete the Form B has been advised
of the August 15t deadline to submit the report. In addition, a
reminder has been set up on the calendar of the Director to
ensure that the report is completed and submitted to the
LACMTA in a timely fashion.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-018: PALRF and | City of Vernon

PCLRF

Compliance Reference Section 1(C) of Proposition A and Proposition C Local
Return Program Guideline states that, “On or before
October 15th of each fiscal year, the Jurisdiction shall
submit an Annual Expenditure Report (Form C) to provide
an update on previous year LR fund receipts and
expenditures.”

Condition The City submitted its Annual Expenditure Report (Form C)
on October 24, 2019, 9 days after the due date of October
15, 2019.

Cause The City had staffing changes and tasks were reassigned,
resulting in the late submission.

Effect The City’s Annual Expenditure Report (Form C) was not
submitted timely. The City was not in compliance with the
Local Return Guidelines.

Recommendation We recommend for the City to establish procedures and
controls to ensure that Expenditure Report (Form C) is
submitted by October 15 as required by the Guidelines.

Management’s Response The City will ensure timely submission of Form C to
LACMTA moving forward.

Finding Corrected During the | The City subsequently submitted the form. No follow up is

Audit required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-019: PCLRF City of Westlake Village

Compliance Reference Section I(C) of the Proposition A and C Local Return
Guidelines states that, “Jurisdictions shall submit for approval
a Project Description Form (Form A) prior to the expenditure
of funds for: 1) a new project; 2) a new route; 3) a 25 percent
change (increase or decrease) in route or revenue vehicle
miles for an established LR funded transit service; 4) a 0.75
miles or greater service change that duplicates/overlays an
existing transit service; or 5) a 25 percent or greater change
in an approved LR project budget or scope on all operating or
capital LR projects.”

Condition The City exceeded LACMTA’s approved budget by more
than 25% without obtaining approval through a revised Form
A for PCLRF’s Project Code 240-03, Senior Taxi Program
project. Amount in excess of 25% of the approved budget
was $55,830.

Projects with greater than 25% change from the approved
project budget should be amended by submitting a Project
Description Form (Form A).

The City submitted a Form A to the LACMTA Program
Manager and obtained a retroactive approval of the project
on October 29, 2019.

Cause The City did not become aware of the need to amend the
project budget, and thus, submitted an updated Project
Description Form (Form A), until after the deadline for doing
so had passed.

Effect The City’s PCLRF project expenditures exceeded 25 percent
of LACMTA'’s approved budget without LACMTA’s approval
and the City did not comply with the Guidelines.

Recommendation We recommend for the City to submit a Form A to obtain
LACMTA'’s approval for the change in project budget and for
the City to implement control to ensure compliance with this
requirement at all times.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-019: PCLRF City of Westlake Village
(Continued)
Management’s Response Management concurs with the finding and will establish

procedures (e.g., a formal year-end review of budget-to-
actual results specifically for Local Return programs) to
ensure that an updated Project Description Form (Form A) is
submitted as necessary by the appropriate deadline.

Findings Resolved During the | LACMTA Program Manager granted a retroactive approval of
Audit the increase in the project’'s budget on October 29, 2019. No
follow up is required.
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO PROPOSITION A AND PROPOSITION C ORDINANCES AND
PROPOSTION A AND PROPOSITION C LOCAL RETURN GUIDELINES

To: Board of Directors of the Los Angeles County Metropolitan Transportation Authority
and Proposition A and Proposition C Oversight Committee

Report on Compliance

We have audited the compliance of the forty-nine (49) Cities and the County of Los Angeles (the County)
identified in Schedule 1, with the types of compliance requirements described in the Proposition A and
Proposition C Ordinances enacted through a Los Angeles County voter approved law in November 1980
and November 1990, respectively; Proposition A and Proposition C Local Return Guidelines, issued by
the Los Angeles County Metropolitan Transportation Authority (LACMTA), approved by its Board of
Directors in FY 2006-07 (collectively, the Guidelines); and the respective Assurances and Understandings
Regarding Receipt and Use of Proposition A and Proposition C Local Return Funds, executed by LACMTA
and the respective Cities and the County for the year ended June 30, 2019 (collectively, the Requirements).
Compliance with the above noted Guidelines and Requirements by the Cities and the County are identified
in the accompanying Summary of Compliance Findings, Schedule 1 and Schedule 2.

Management’s Responsibility

Compliance with the Guidelines and Requirements is the responsibility of the respective Cities' and the
County’s management.

Auditor’s Responsibility

Our responsibility is to express opinions on each City’s and the County’s compliance with the Guidelines
and Requirements referred to above based on our audits. We conducted our audits of compliance in
accordance with the auditing standards generally accepted in the United States of America; and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether noncompliance with the types of requirements referred to above
that could have a direct and material effect on the Proposition A and Proposition C Local Return programs
occurred. An audit includes examining, on a test basis, evidence about each City's and the County’s
compliance with the Guidelines and Requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audits provide a reasonable basis for our opinions on compliance. However, our audits
do not provide a legal determination of each City's and the County’s compliance with the Guidelines and

Requirements. )
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Opinion

In our opinion, the Cities and the County complied, in all material respects, with the Guidelines and
Requirements referred to above that could have a direct and material effect on the Proposition A and
Proposition C Local Return programs for the year ended June 30, 2019.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with the Guidelines and Requirements and which are described in the accompanying
Summary of Audit Results (Schedule 1) and Schedule of Findings and Questioned Costs (Schedule 2) as
Findings #2019-001 through #2019-037. Our opinion is not modified with respect to these matters.

Responses by the Cities to the noncompliance findings identified in our audits are described in the
accompanying Schedule 2 - Schedule of Findings and Questioned Costs. The Cities’ responses were not
subjected to the auditing procedures applied in the audit of compliance, and accordingly, we express no
opinion on the responses.

Report on Internal Control Over Compliance

The management of each City and the County is responsible for establishing and maintaining effective
internal control over compliance with the Guidelines and Requirements referred to above. In planning and
performing our audits of compliance, we considered each City’s and the County’s internal control over
compliance with the Guidelines and the Requirements that could have a direct and material effect on the
Proposition A and Proposition C Local Return programs to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance and to test and
report on internal control over compliance in accordance with the Guidelines and Requirements, but not
for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of each City’s and the County’s internal
control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, we identified certain
deficiencies in internal control over compliance that we consider to be material weaknesses and significant
deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance under the Guidelines and Requirements on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance under the Guidelines and Requirements will not be prevented, or detected and corrected,
on a timely basis. We consider the deficiencies in internal control over compliance described in the
accompanying Schedule of Findings and Questioned Costs (Schedule 2) as Findings #2019-008, #2019-
009, #2019-028 and #2019-032 to be material weaknesses.



X

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with the Guidelines and Requirements that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by
those charged with governance. We consider the deficiencies in internal control over compliance described
in the accompanying Schedule of Findings and Questioned Costs (Schedule 2) as Findings #2019-003,
#2019-006, #2019-010, #2019-013, #2019-018, #2019-020, #2019-025, #2019-026 and #2019-029 that we
consider to be significant deficiencies.

The responses by the Cities to the internal control over compliance findings identified in our audits are
described in the accompanying Schedule of Findings and Questioned Costs (Schedule 2). The responses by
the Cities were not subjected to the auditing procedures applied in the audit of compliance and, accordingly,
we express no opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
on internal control over compliance and the results of that testing based on the requirements of the
Guidelines and Requirements. Accordingly, this report is not suitable for any other purpose.

,L%?wy—) £ M'.J
Los Angeles, California
December 31, 2019



Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Compliance Findings
Fiscal Year Ended June 30, 2019

The audits of the 49 cities and the County identified in Schedule 1 have resulted in 37 findings. The table below
shows a summary of the findings:

- # of Responsible Cities/ Finding No. Questioned Res_olved
Finding - During the

Findings Reference Costs .

Audit

PALRF PCLRF

No timely use of funds.| 1 Palos Verdes Estates (#2019-021) None $ 178,474 | $ 178,474
Funds were expended Avrtesia (#2019-002) $ 342,991 - | 342,991
without LACMTA’s 3 | Lancaster (#2019-016) - 11,877 11,877
approval. San Marino (#2019-024) _ 6,390 6,390
Claremont (#2019-006) - None None
Total annual Glendora (#2019-013) None - None
expenditures exceeded 6 Lancaster (#2019-017) None - None
more than 25% of the Redondo Beach (#2019-022) None - None
approved budget. Signal Hill (#2019-025) None - None
Temple City (#2019-030) None - None
Annual Proiect Avalon (#2019-004) None None None
Summa R!e ort San Gabriel (#2019-023) None None None
(Form Brglwaspnot 5 Signal Hill (#2019-026) None None None
submitted on time South Pasadena (#2019-028) None None None
' Temple City (#2019-031) None None None
Annual Expenditure El Segundo (#2019-011) None None None
Report (Form C) was 3 Manhattan Beach (#2019-019) None None None
not submitted on time Signal Hill (#2019-027) None None None




Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Summary of Compliance Findings
Fiscal Year Ended June 30, 2019

. - - Resolved
- # of Responsible Cities/ Finding . .
Finding g uestioned Costs During
Findings Reference Q the Audit
PALRF PCLRF
Avrtesia (#2019-003) None None None
Downey (#2019-008) $ 410,594 $ 77,403 -
Accounting Downey (#2019-009) 126,690 - -
procedures, record El Segundo (#2019-012) 11,658 - -
keeping and 10 Glendora (#2019-014) 4,679 -1 $ 4679
docume’ntation are Manhattan Beach (#2019-020) 6,113 - -
adequate South Pasadena (#2019-029) - None None
' Temple City (#2019-032) None - None
Whittier (#2019-036) - 102,863 -
Whittier (#2019-037) 8,171 210,238 -
Pavement
Management System
g“g';%;u”szg'?of'ace Bradbury (#2019-005) i None None
Street Maintenance or 3 Glendora (#2019-015) - None None
: West Covina (#2019-034) - None None
Improvement Projects
Expenditures.
Alhambra (#2019-001) None - None
) ) Covina (#2019-007) None - None
Recreational transit Downey (#2019-010) None - None
form was not . 6 Lancaster (#2019-018) None - None
submitted on time. :
Temple City (#2019-033) None - None
West Covina (#2019-035) - None None
Total Findings and
Questioned Cost 37 $910,896 | $ 587,245 | $ 544,411

Details of the findings are in Schedule 2.




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

SCHEDULE 1

Compliance Area Tested Alhambra Arcadia Artesia
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted . . PA: #2019-002
Compliant Compliant _ .
for property tax. PC: Compliant
Expenditures that exceeded 25% of approved project budget . . .
have approved amended project Description Form (Form A). Compliant Not Applicable Compliant
o s 0
Administrative expenses are _W|th|n the 20% cap of the total Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
ﬁ\:qr;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation . . PA & PC:
are adequate. Compliant Compliant #2019-003
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects Compliant Compliant Compliant
Expenditures.
Local Return Account is credited for reimbursable Compliant Compliant Compliant

expenditures.

Self-Certification was completed and submitted for
Intelligent Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

PA: #2019-001
PC: Compliant

Compliant

Compliant




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Avalon Bellflower Bradbury
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended project Description Form (Form A). Not Applicable Compliant Compliant
Administrative expenses are_W|th|n the 20% cap of the total Not Applicable|  Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. |  Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted on | PA & PC: , ,
time. 4#9019-004 Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. | Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation Compliant Compliant Compliant
are adequate.
Pavement Managemer]t System (PMS) is in place and b_eing _ _ PA: Not Applicable
used for Street Maintenance or Improvement Projects |Not Applicable|  Compliant _
E X PC: #2019-005

xpenditures.

Local Return Account is credited for reimbursable Compliant Compliant Compliant

expenditures.

Self-Certification was completed and submitted for
Intelligent Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Burbank Cerritos Claremont
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
1I?unds expended were approved and have not been substituted Compliant Compliant Compliant

or property tax.
. 0 . . .

Expenditures that exceeded 25% of approved project budget Not Applicable | Compliant PA: Compliant

have approved amended project Description Form (Form A).

PC: #2019-006

Administrative expenses are within the 20% cap of the total

annual Local Return Expenditures. Compliant Not Applicable|  Compliant
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
:[Di\rr:]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation Compliant Compliant Compliant
are adequate.

Pavement Management System (PMS) is in place and being

used for Street Maintenance or Improvement Projects | Not Applicable | Compliant Compliant
Expenditures.

Local Return Account is credited for reimbursable Compliant Compliant Compliant

expenditures.

Self-Certification was completed and submitted for
Intelligent Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Covina DlaBn;(r)nd Downey
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
:c:unds expended were approved and have not been substituted Compliant Compliant Compliant
or property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended project Description Form (Form A). Compliant Compliant Compliant
e s 0
Administrative expenses are within the 20% cap of the total Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
:[Di\rr:]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
#2019-008
. . . (PA & PC)
Accounting procedures, record keeping and documentation are Compliant Compliant #2019-009
adequate.
(PA only,
PC: Compliant)
Pavement Management System (PMS) is in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant
Local Return Account is credited for reimbursable expenditures. Compliant Compliant Compliant
Self-Certlflc_:atlon was completed and submitted for Intelligent Compliant Compliant | Not Applicable
Transportation Systems projects or elements.
Assurances and Understandings form was on file. Compliant Compliant Compliant
PA: #2019-007 PA: #2019-010
Recreational transit form was submitted on time. PC: Not Compliant PC: Not
Applicable Applicable




Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

El

SCHEDULE 1

Compliance Area Tested Duarte Glendale
Segundo
gses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
ecords.
Timely use of funds. Compliant Compliant Compliant
:c:unds expended were approved and have not been substituted Compliant Compliant Compliant
or property tax.
Expenditures that exceeded 25% of approved project budget . Not .
have approved amended project Description Form (Form A). Compliant Applicable Compliant
s s 0
Administrative expenses are within the 20% cap of the total Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
:[Di\rr:]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
. . . . PA & PC: .
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant
#2019-011
Cash or cash equivalents are maintained. Compliant Compliant Compliant
PA:
Accounting procedures, record keeping and documentation are Compliant #2019-_012 Compliant
adequate. PC:
Compliant
Pavement Management System (PMS) is in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Not Applicable |- Compliant Compliant
Local Return Account is credited for reimbursable expenditures. | Not Applicable | Compliant Compliant
Self-Certification was completed and submitted for Intelligent . Not .
Transportation Systems projects or elements. Not Applicable Applicable Not Applicable
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational transit form was submitted on time. Not Applicable | Compliant | Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Glendora Hawaiian Hermosa
Gardens Beach
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget PA: #2019-013
have approved amended project Description Form (Form A). PC: Compliant Compliant | Not Applicable
o L 0
Administrative expenses are_W|th|n the 20% cap of the total Compliant Compliant | Not Applicable
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
ﬁ:qr;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation | PA: #2019-014 . .
. . Compliant Compliant
are adequate. PC: Compliant
Pavement Management System (PMS) is in place and being PA: Compliant
used for Street Maintenance or Improvement Projects X P Not Applicable| Compliant
: PC: #2019-015
Expenditures.
Local -Return Account is credited for reimbursable Compliant Not Applicable| Compliant
expenditures.
Self-Certification was completed and submitted for . . .
Intelligent Transportation Systems projects or elements. Compliant | Not Applicable) Not Applicable
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational transit form was submitted on time. Compliant | Not Applicable| Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

La Cafiada La Habra

Compliance Area Tested Flintridge Heights La Mirada
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended project Description Form (Form A). Compliant Compliant Compliant

o o 0

Administrative expenses are_W|th|n the 20% cap of the total Compliant | Not Applicable| Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
ﬁ\:qr;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation Compliant Compliant Compliant
are adequate.
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects Compliant Compliant Compliant
Expenditures.
Local Return Account is credited for reimbursable Compliant Compliant Compliant

expenditures.

Self-Certification was completed and submitted for
Intelligent Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Compliant

Not Applicable

Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested La Verne Lakewood Lancaster
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Combliant Comoliant PA: Compliant
for property tax. P P PC: #2019-016
Expenditures that exceeded 25% of approved project budget Compliant Compliant PA: #2019-017
have approved amended project Description Form (Form A). P P PC: Compliant
Administrative expenses are within the 20% cap of the total . . .

. Compliant Compliant Compliant

annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
ﬁ\:]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation Compliant Compliant Compliant
are adequate.
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects | Not Applicable Compliant Compliant
Expenditures.
Local Return Account is credited for reimbursable Not Applicable |Not Applicable| Compliant

expenditures.

Self-Certification was completed and submitted for
Intelligent Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Compliant

Compliant

PA: #2019-018
PC: Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

. . Long Los Angeles
Compliance Area Tested Lomita Beach City
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted Compliant Compliant Compliant
for property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended project Description Form (Form A). Not Applicable | - Compliant Compliant
Administrative expenses are within the 20% cap of the total . . .
. Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
ﬁ:]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects Compliant Compliant Compliant
Expenditures.
Local Return Account is credited for reimbursable Compliant Compliant Compliant

expenditures.

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Not Applicable

Compliant

Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Los Angeles Manhattan
Compliance Area Tested County Beach Monrovia
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
:c:unds expended were approved and have not been substituted Compliant Compliant Compliant
or property tax.
Expenditures that exceeded 25% of approved project budget . : .
have approved amended project Description Form (Form A). Not Applicable | Not Applicable Compliant
s s 0
Administrative expenses are within the 20% cap of the total Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
:[Ai\r?]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
. . . . PA & PC: .
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant
#2019-019
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are . PA: #2019-020 .
Compliant _ . Compliant
adequate. PC: Compliant
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects Compliant Compliant Compliant
Expenditures.
Local Return Account is credited for reimbursable . . .
. Compliant Compliant Compliant
expenditures.
Self-Certlfl_catlon was comp_leted and submitted for Intelligent Compliant Not Applicable | Not Applicable
Transportation Systems projects or elements.
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational transit form was submitted on time. Compliant Compliant Compliant
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Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Palos Verdes

Compliance Area Tested Norwalk Palmdale
Estates
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.

. . . PA: Compliant
Timely use of funds. Compliant Compliant PC: #2019-021
:c:unds expended were approved and have not been substituted Compliant Compliant Compliant

or property tax.
Expenditures that exceeded 25% of approved project budget . . .
have approved amended project Description Form (Form A). Compliant Compliant | Not Applicable
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures, Compliant Not Applicable | Not Applicable
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
:[Di\rr:]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects Compliant Compliant | Not Applicable
Expenditures.
Local Return Account is credited for reimbursable . . .

. Compliant Compliant Compliant
expenditures.
Self-Certlfl_catlon was completed and submitted for Intelligent Compliant Compliant | Not Applicable
Transportation Systems projects or elements.
Assurances and Understandings form was on file. Compliant Compliant Compliant

Recreational transit form was submitted on time.

Not Applicable

Not Applicable

Not Applicable
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SCHEDULE 1

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Rancho
. Palos
Compliance Area Tested Paramount Pasadena
Verdes
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted for Compliant Compliant Compliant
property tax.
Expenditures that exceeded 25% of approved project budget have . . .
approved amended project Description Form (Form A). Compliant \Not Applicable| Not Applicable
e s 0

Administrative expenses are within the 20% cap of the total annual Compliant Compliant | Not Applicable
Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted on time. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) is in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant
Local Return Account is credited for reimbursable expenditures. Compliant Compliant Compliant

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Compliant

Compliant

Not Applicable
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SCHEDULE 1

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Rolling
Compliance Area Tested Redondo Beach Rolling Hills Hills
Estates
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted for Compliant Compliant Compliant
property tax.
Expenditures that exceeded 25% of approved project budget have | PA: #2019-022 Compliant Compliant
approved amended project Description Form (Form A). PC: Compliant P P
o I 0
Administrative expenses are within the 20% cap of the total annual Compliant  |Not Applicable| Compliant
Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted on time. Compliant Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) is in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant | Not Applicable| - Compliant
Local Return Account is credited for reimbursable expenditures. Compliant Compliant Compliant
Self-Certlfl_catlon was com_pleted and submitted for Intelligent Compliant  |Not Applicable Not Applicable
Transportation Systems projects or elements.
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational transit form was submitted on time. Compliant  |Not Applicable Not Applicable
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SCHEDULE 1

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

San
Compliance Area Tested San Dimas San Gabriel Marino
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
Funds expended were approved and have not been substituted for Comoliant Combliant PA: Compliant
property tax. P P PC: #2019-024
Expenditures that exceeded 25% of approved project budget have . . .
approved amended project Description Form (Form A). Compliant Compliant Compliant
o s 0

Administrative expenses are within the 20% cap of the total annual Compliant Compliant  |Not Applicable
Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant

. . . . PA & PC: .
Annual Project Summary Report (Form B) was submitted on time. Compliant #2019-023 Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) is in place and being used . . .
for Street Maintenance or Improvement Projects Expenditures. Compliant Compliant Compliant
Local Return Account is credited for reimbursable expenditures. Compliant Compliant Compliant

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file.

Compliant

Compliant

Compliant

Recreational transit form was submitted on time.

Compliant

Compliant

Compliant
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SCHEDULE 1

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

Compliance Area Tested Santa Clarita  Sierra Madre Signal Hill
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
:c:unds expended were approved and have not been substituted Compliant Compliant Compliant
or property tax.
Expenditures that exceeded 25% of approved project budget . . PA: #2019-025
have approved amended project Description Form (Form A). Not Applicable Compliant PC: Compliant
Administrative expenses are within the 20% cap of the total . . .
annual Local Return Expenditures. Not Applicable Compliant Not Applicable
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted on . . PA & PC:
time. Compliant Compliant #2019-026
. . . . . PA & PC:
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant
#2019-027
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are Compliant Compliant Compliant
adequate.
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects Compliant Compliant Compliant
Expenditures.
Local Return Account is credited for reimbursable . . .
. Compliant Compliant Compliant
expenditures.
Self-Certlfl_catlon was completed and submitted for Intelligent Compliant Not Applicable | Not Applicable
Transportation Systems projects or elements.
Assurances and Understandings form was on file. Compliant Compliant Compliant
Recreational transit form was submitted on time. Not Applicable | Not Applicable Compliant
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SCHEDULE 1

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

South

Compliance Area Tested Pasadena Temple City Torrance
Uses the State Controller’s Uniform System of Accounts and Compliant Compliant Compliant
Records.
Timely use of funds. Compliant Compliant Compliant
:c:unds expended were approved and have not been substituted Compliant Compliant Compliant
or property tax.
Expenditures that exceeded 25% of approved project budget Comoliant PA: #2019-030 Combliant
have approved amended project Description Form (Form A). P PC: Compliant P

o s 0

Administrative expenses are within the 20% cap of the total Compliant Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant Compliant
Annual Project Summary Report (Form B) was submitted on PA & PC: PA & PC: Compliant
time. #2019-028 #2019-031 P
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant Compliant
Accounting procedures, record keeping and documentation are | PA: Compliant | PA: #2019-032 Compliant
adequate. PC: #2019-029 | PC: Compliant P
Pavement Management System (PMS) is in place and being
used for Street Maintenance or Improvement Projects | Not Applicable | Not Applicable | Compliant
Expenditures.
Local Return Account is credited for reimbursable Compliant Compliant Compliant

expenditures.

Self-Certification was completed and submitted for Intelligent
Transportation Systems projects or elements.

Not Applicable

Not Applicable

Not Applicable

Assurances and Understandings form was on file. Compliant Compliant Compliant
PA: #2019-033
Recreational transit form was submitted on time. Compliant PC: Not Not Applicable
Applicable
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Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested West Covina Whittier
Uses the State Controller’s Uniform System of Accounts and . .
Compliant Compliant
Records.
Timely use of funds. Compliant Compliant
:c:unds expended were approved and have not been substituted Compliant Compliant
or property tax.
Expenditures that exceeded 25% of approved project budget . .
have approved amended project Description Form (Form A). Compliant Compliant
Administrative expenses are within the 20% cap of the total . .
. Compliant Compliant
annual Local Return Expenditures.
All on-going and carryover projects were reported in Form B. Compliant Compliant
:[Ai\rrT]]r;ual Project Summary Report (Form B) was submitted on Compliant Compliant
Annual Expenditure Report (Form C) was submitted on time. Compliant Compliant
Cash or cash equivalents are maintained. Compliant Compliant
#2019-036
Accounting procedures, record keeping and documentation are I (PC onlly, PA
adequate Compliant Compliant)
' PA & PC:
#2019-037
Pavement Management System (PMS) is in place and being PA: Compliant
used for Street Maintenance or Improvement Projects X P Compliant
) PC: #2019-034
Expenditures.
Local Return Account is credited for reimbursable . .
. Compliant Compliant
expenditures.
Self-Certlfl_catlon was comp_leted and submitted for Intelligent Not Applicable | Not Applicable
Transportation Systems projects or elements.
Assurances and Understandings form was on file. Compliant Compliant
PA: Not
Recreational transit form was submitted on time. Applicable Compliant
PC: #2019-035

22



SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

PALRF
Finding #2019-001

City of Alhambra

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section 11.A.1.3, Recreational Transit Service, "Jurisdictions shall submit a
Listing of Recreational Transit Services no later than October 15 after the
fiscal year."

Condition The City did not meet the October 15, 2019 deadline for submission of the
Listing of Recreational Transit Services. However, the City submitted the
listing on November 19, 2019.

Cause Due to the retirement of management and change of personnel, the City was
unaware of the deadline. As a result, the submittal of the form was delayed.

Effect The City’s Listing of Recreational Transit Services was not submitted timely

as required by the Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the
Recreational Transit Services Listing is properly prepared and submitted
before the due date of October 15th so that the City's expenditures of the
Proposition A Local Return Fund will be in accordance with LACMTA's
approval and the Guidelines. Furthermore, we recommend that the City retain
a confirmation of receipt by LACMTA to indicate the form was submitted in
a timely manner.

Management’s Response

In the future, the City will ensure that the responsible personnel assigned to
the submission of the Listing of Recreational Transit Services form will file
the form in a timely manner.

Finding Corrected During
the Audit

The City submitted the form to LACMTA on November 19, 2019. No follow-
up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-002

City of Artesia

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section 11 (A) states “A new project that meets the eligibility criteria...must
be submitted to Metro on Project Description Form (Form A) prior to the
expenditure of funds. Metro will review the project to determine if it meets the
statutory eligibility requirement and notify Jurisdictions of the project’s LR
funding eligibility. If a Jurisdiction expends Proposition A or Proposition C LR
funds for a project prior to Metro approval, the Jurisdiction will be required to
reimburse its LR Account. Additionally, approvals cannot be retroactive.”

Condition The City incurred expenditures for project code 300-01, Transit Facility
Improvements, in the amount of $342,991 for FY 2018-19 prior to LACMTA’s
prior approval.

Cause This is due to an oversight by the City’s staff.

Effect The City did not comply with Proposition A and Proposition C Local Return

Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures to ensure
all new projects are approved by LACMTA prior to expending the funds by
timely submission of Form A.

Management’s Response

In the future management will ensure obtaining LACMTA’s approval before
expenditures incurred.

Finding Corrected During
the Audit

On July 31, 2019, the City submitted Form A and received retroactive approval
from LACMTA to increase budget for project code 300-01, Transit Facility
Improvements, to $800,000. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-003

City of Artesia

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section 11, “A proposed expenditure of funds shall be deemed to be for public
transit purposes to the extent that it can reasonably be expected to sustain or
improve the quality and safety of and/or access to public transit services by the
general public or those requiring special public transit assistance” and Section
V, “Itis jurisdictions’ responsibility to maintain proper accounting records and
documentation...”

Condition

To support the propriety of expenditures being charged to the Proposition A
and Proposition C Local Return Funds, non-payroll expenditures should be
supported by properly executed contracts, purchase orders, invoices, and
canceled checks. Our review of expenditures charged to PALRF and PCLRF
identified the following:

o Although payments to Fiesta Taxi for PALRF’s Project Code 120-03,
Dial-A-Ride Project in the amounts of $8,856 were allowable and were
properly supported by an invoice and canceled check, the expenditures
were not supported by any new or amended contract after the previous
contract expired on December 31, 2018.

¢ Although payments to American Gardens, Inc. for PCLRF’s Project Code
440-07, Pioneer, Artesia, & Norwalk Landscaped Median Project in the
amounts of $41,250 were allowable and were properly supported by an
invoice and canceled check, the expenditures were not supported by any
contract or purchase order.

This is a repeat finding from the fiscal year 2017.

Cause

This is due to an oversight by the City administration to ensure that payments
made to Fiesta Taxi and American Gardens, Inc. were supported by duly
executed contracts or purchase orders.

Effect

The City was not in compliance with provisions of Proposition A and
Proposition C Local Return Guidelines related to maintenance of proper
accounting records and documentation for expenditures charged to PALRF and
PCLRF.

Recommendation

We recommend that the City strengthen its internal control procedures to
ensure that costs charged to PALRF and PCLRF are adequately supported by
contracts, purchase orders, invoices, and canceled checks.

Management’s Response

The City will ensure that expenditures are adequately supported by
documentations and Proposition A and Proposition C Local Return Guidelines
are followed.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-004

City of Avalon

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines Section
C, “Jurisdictions shall submit on or before August 1 of each fiscal year an
Annual Project Update to provide current information on all approved on-going
and carryover LR projects. Metro will review and accept or return the report
for changes. Cities shall report the anticipated expenditure cash flow amounts
for the covered fiscal year.”

Condition The City did not submit the Annual Project Update (Form B) to LACMTA by
August 1, 2018.
However, the City submitted the Form B late on August 7, 2018.

Cause The late submission was due to an oversight.

Effect The City’s Annual Project Update (Form B) was not submitted to LACMTA

by August 1% as required by the Proposition A and C Local Return Guidelines.

Recommendation

We recommend that the City establish internal control procedures to ensure
that the Annual Project Update (Form B) is properly prepared and submitted
prior to the August 1st deadline, and that the City retain a confirmation of
receipt by LACMTA to comply with the Proposition A and C Local Return
Guidelines.

Management’s Response

Management will ensure to submit the Form B by the due date going forward.

Finding Corrected During
the Audit

The City submitted the Form B on August 7, 2018. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-005

City of Bradbury

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I1.C.7, “Jurisdictions are required to certify that they have conducted and
maintain Pavement Management Systems when proposing "Street Repair and
Maintenance™ or “Bikeway” projects.

PMS must include the following:

o Inventory of existing pavements including, as a minimum, arterial and
collector routes, reviewed and updated triennially;

¢ Inventory of existing Class | bikeways, reviewed and updated triennially;

o Assessment of pavement condition including, as a minimum, arterial and
collector routes, reviewed and updated triennially;

¢ Identification of all pavement sections needing rehabilitation/replacement;
and

o Determination of budget needs for rehabilitation or replacement of
deficient sections of pavement for current and following triennial period(s).

Self-certifications executed by the Jurisdiction’s Engineer or designated,
registered civil engineer, must be submitted with a Form A for new street
maintenance or bikeway projects, or Form B (biannually) for ongoing projects,
to satisfy “Street Repair and Maintenance” and “Bikeway” project eligibility
criteria.

A Pavement Management System (PMS) Certification Form should be prepared
and submitted to LACMTA for project codes 430, 440, 450, 460, and 470.

Condition

The City has incurred expenditures for PCLRF Project Code 440-01, Slurry Seal
Design. However, the City’s latest PMS assessment was for FY 2015/16 which
was provided to LACMTA on March 2016. A new PMS should have been
submitted for FY 2018/19 by October 15, 2019. However, the City submitted
the form on October 30, 2019.

Cause

This is due to City staff’s oversight.

Effect

The City did not comply with the Proposition A and Proposition C Local Return
Guidelines.

Recommendation

We recommend the City to strengthen internal controls to ensure the timely
submission of all required forms and documentations.

Management’s Response

The Management concurred with the finding.

Finding Corrected
During the Audit

The City subsequently submitted the PMS on October 30, 2019. No follow-up
is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-006

City of Claremont

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section | (C), Project Description Form (Form A), Item 5: “Jurisdictions shall
submit for approval a Project Description Form prior to the expenditure of
funds for: a 25 percent or greater change in an approved Local Return project
budget or scope on all operating or capital Local Return projects”.

Condition

The City exceeded more than 25 percent of LACMTA’s approved budget on
PCLRF Project Code 300-07 (Transit Center Maintenance) in the amount of
$19,224 and 480-08 (Overhead Support Services) in the amount of $8,857.
However, subsequently, the City submitted an amended Form Ato LACMTA
to revise the budget to include the increase for this project and received
subsequent approval on October 10, 2019.

This is a repeat finding from the prior fiscal year.

Cause

For Project Code 300-07, Transit Center Maintenance, the increase was due to
emergency elevator repairs at the Village Parking Structure and unanticipated
increases in maintenance costs.

For Project Code 480-08, Overhead Support Services, the budgeted cost of
$39,305 in the Form B submitted was underestimated.

Effect

The City did not comply with the Guidelines when the City’s PCLRF project
expenditure exceeded 25 percent of LACMTA'’s prior approval.

Recommendation

We recommend that the City establish procedures to ensure that project
expenditures are within the 25 percent cap of the LACMTA’s approved budget
and an amended Form A (Project Description Form) is properly prepared and
submitted prior to the expenditure of funds which would result in a 25 percent
or greater change in an approved Local Return project budget or scope on all
operating Local Return projects.

Management’s Response

Management will verify that Form A is submitted for each emergency
expenditure prior issuing payment to the vendor going forward.

Findings Corrected
During the Audit

On October 14, 2019, LACMTA Program Manger granted retroactive approval
in the amount of $115,357 for Transit Center Maintenance and $55,000 for
Overhead Support Services. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-007

City of Covina

Compliance Reference

According to Proposition A and Proposition C Guidelines, Section 11.A.1.3,
Recreational Transit Service, “Jurisdictions shall submit a Listing of
Recreational Transit Services no later than October 15 after the fiscal year.”

Condition The City did not meet the October 15, 2019 deadline for submission of the
Listing of Recreational Transit Services. However, the City submitted the
listing on October 28, 2019.

Cause Due to changes in staffing, the form submission process was not properly
implemented.

Effect The City’s Listing of Recreational Transit Services was not submitted timely.

Recommendation

We recommend that the City establish procedures to ensure that the
Recreational Transit Services Listing is properly prepared and submitted before
the due date of October 15th so that the City's expenditures of the Proposition
A Local Return Fund will be in accordance with LACMTA's approval and the
Guidelines. Furthermore, we recommend that the City retain a confirmation of
receipt by LACMTA to indicate the form was submitted in a timely manner.

Management’s Response

The City's department assigned to the submission of the form will implement
internal checklist and will be reviewed by management in a timely fashion.

Finding Corrected During
the Audit

The City submitted the form to LACMTA on October 28, 2019. No follow-up
is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-008

City of Downey

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section 11, "A proposed expenditure of funds shall be deemed to be for public
transit purposes to the extent that it can reasonably be expected to sustain or
improve the quality and safety of and/or access to public transit services by
the general public or those requiring special public transit assistance™ and
Section V, "It is jurisdictions' responsibility to maintain proper accounting
records and documentation... "In addition, LACMTA Local Return Program
Manager issued a memo dated on April 29, 2014 to jurisdictions to provide
recommendations to ensure that jurisdictions have adequate evidence to
support its compliance with the Local Return Guidelines, those
recommendations are "that an electronic system is acceptable as long as how
much time is identified on the project (i.e. not just a clock-in-clock- out
system) and this non-timesheet system, excel file or other, is authenticated by
the employee and approved by one's supervisor." Also, "(4) Where employees
work on multiple activities or cost objectives, a distribution or their salaries
or wages will be supported by personnel activity reports or equivalent
documentation which meets the standards in subsection (5) unless a statistical
sampling system (see subsection (6)) or other substitute system has been
approved by the cognizant Federal agency. Such documentary support will be
required where employees work on:

(b) A Federal award and non-Federal award.

(5) Personnel activity reports or equivalent documentation must meet the
following standards:

@) They must reflect an after the fact distribution of the actual
activity of each employee,

(e) Budget estimates or other distribution percentages determined
before the services are performed do not qualify as support for charges
to Federal awards but may be used for interim accounting purposes,
provided that: (i) the governmental unit's system for establishing the
estimates produces reasonable approximations of the activity actually
performed; (ii) at least quarterly, comparisons of actual costs to
budgeted distributions based on monthly activity reports are made.
Costs charged to Federal awards to reflect adjustments made as a result
of the activity actually performed may be recorded annually if the
quarterly comparisons show the differences between budgeted and
actual costs are less than ten percent; and (iii) the budget estimates or
other distribution percentages are revised as least quarterly, if
necessary, to reflect changed circumstances."
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF City of Downey
Finding #2019-008
(Continued)

Condition To support the propriety of expenditures being charged to Proposition A and
Proposition C Local Return Fund, payroll expenditures should be supported by
properly executed payrolls, time records, activity reports, vouchers, or other
official documentation evidencing in proper detail the nature of the charges.
However, the salaries and benefits charged were based on an estimate of a
percentage of time spent on PALRF and PCLRF activities rather than the
employee's actual working hours spent on the projects. Although the City
provided a time study listing the employees charged to PALRF and PCLRF, the
payroll costs and benefits were based on estimated percentages of the time spent
on the projects. Moreover, the hours were not adjusted to reflect the "true™ hours
worked on the projects at the end of the fiscal year 2018-19.

(a) PALRF's Fixed Route Program Project Code 110-13 in the amount of
$39,490.

(b) PALRF's Revised Senior/Handicapped Transit Program Project Code 130-
02 in the amount of $371,104.

(c) PCLRF's Ride Sharing Program Administration Project Code 480-02 in the
amount of $46,400.

(d) PCLRF's Local Return Fund Administration (Public Works) Project Code
480-28 in the amount of $31,003.

This is a repeat finding from the prior three fiscal years.

Cause The City allocates administrative charges based on time study from 2011-12.
The same percentage allocation has been used in prior fiscal years in which the
City believed is still relevant today as when the study was completed.

Effect The payroll costs claimed under the PALRF and PCLRF projects may include
expenditures which may not be allowable Proposition A and Proposition C
project expenditures. This resulted in questions costs of $410,594 and $77,403
for PALRF and PCLRF, respectively.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF City of Downey
Finding #2019-008
(Continued)

Recommendation In accordance with the Guidelines, we recommend that the City reimburse its
Proposition A and Proposition C Local Return Fund accounts for $410,594 and
$77,403, respectively. In addition, we recommend that the City revise its current
labor costs reporting procedures to ensure that labor costs charged to Local
Return Funds are adequately supported by time sheets or similar documentation
which includes employees' actual working hours.

Management’s The City management agrees that the amounts were based on a time study from
Response 2011-12. However, the City believes the percentage charged to all City funds
(Enterprise, Special Revenue, Successor Agency) for administration are less
than the actual payroll costs incurred for the program. In fiscal year 2018-19, as
opposed to the time study from fiscal year 2011-12, the program was internally
administered adding to administrative time. In fiscal year 2019-20, the City will
implement KRONQOS, an online-based timekeeping system, for the staff to
properly allocate the actual time spent on projects and be able to track the time
spent on each program. With the implementation of this system, the City will be
able to charge administrative costs directly to the program.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-009

City of Downey

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section II, "A proposed expenditure of funds shall be deemed to be for public
transit purposes to the extent that it can reasonably be expected to sustain or
improve the quality and safety of and/or access to public transit services by the
general public or those requiring special public transit assistance” and Section
V, "It is jurisdictions' responsibility to maintain proper accounting records and
documentation ... "

Condition

To support the propriety of expenditures being charged to the Proposition A
and Proposition C Local Return Funds, non-payroll expenditures should be
supported by properly executed contracts, invoices, and vouchers or other
official documentation evidencing in proper detail the nature of the charges.
However, payments for equipment rental in the amount of $126,690 were
charged to PALRF's Senior/Handicapped Transit Program, Project Code 130-
02, without appropriate supporting documentation, i.e., invoices, purchase
orders, contracts, etc., to validate the disbursements.

This is a repeat finding from the prior two fiscal years.

Cause

The City allocates equipment rental charges based on time study from 2011-12.
The same percentage allocation has been used in prior fiscal years in which the
City believed is still relevant today as when the study was completed.

Effect

The unsupported expenditures for the equipment rentals resulted in questioned
costs of $126,690.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse its
Proposition A Local Return Account for $126,690. In addition, we recommend
that the City establish controls to ensure that the costs charged to the Local
Return funds are adequately supported by contracts, invoices, canceled checks
or similar documentation so that Local Return expenditures are in compliance
with the Guidelines.

Management’s Response

The City management agrees that the amounts were based on a time study from
2011-12. However, the City believes the percentage charged to all City funds
(Enterprise, Special Revenue, Successor Agency) for administration and
repairs are less than the actual costs incurred for the program. In fiscal year
2018-19, as opposed to the time study from fiscal year 2011-12, the City
maintained all the transit vehicles in its in-house garage for repairs,
maintenance and general upkeep. The maintenance costs are directly charged
to the City's equipment fund and the monthly charges are distributed to various
departments for the repairs, maintenance, and general upkeep of the vehicles.

33



SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-010

City of Downey

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
11.A.1.3, Recreational Transit Service, "Jurisdictions shall submit a Listing of
Recreational Transit Services no later than October 15 after the fiscal year."

Condition The City did not meet the October 15, 2019 deadline for submission of the
Listing of Recreational Transit Services. However, the City submitted the listing
on November 18, 2019.
This is a repeat finding from the prior fiscal year.

Cause City staff changes resulted in misunderstanding regarding the submission of the
Listing of Recreational Transit Services Form.

Effect The City’s Listing of Recreational Transit Services was not submitted timely as

required by the Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the
Recreational Transit Services Listing is properly prepared and submitted before
the due date of October 15th so that the City's expenditures of the Proposition
A Local Return Fund will be in accordance with LACMTA's approval and the
Guidelines. Furthermore, we recommend that the City retain a confirmation of
receipt from LACMTA to indicate the form was submitted in a timely manner.

Management’s Response

City management agrees with the finding. Management has created a schedule
with reporting deadlines to be used by the City staff to monitor LACMTA's
reporting requirements. City management will review the schedule on a regular
basis to confirm that the staff is submitting reports on a timely basis.

Finding Corrected
During the Audit

The City submitted the form to LACMTA on November 18, 2019. No follow-
up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-011

City of EI Segundo

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
111, “On or before October 15 of each fiscal year, Jurisdictions shall submit an
Annual Expenditure Report (Form C) to notify LACMTA of previous year
Local Return fund receipts and expenditures.”

Condition The City did not meet the October 15, 2019 deadline for submission of Form C.
However, the City submitted the Form C on October 28, 2019.

Cause This was an oversight by the City in submitting Form C before the due date.

Effect The City did not comply with Proposition A and Proposition C Local Return

Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures to ensure
that the Form C is properly prepared and submitted before the due date of
October 15 to meet Proposition A and Proposition C Local Return Guidelines.

Management’s Response

The City’s fiscal year ends on September 30, 2019, and the reports were not
finalized as of October 15, 2019. City staff submitted the Form C on October
28, 2019 when the reports were more accurate. In the future the City will make
sure to submit Form C by the October 15th deadline to ensure compliance with
the regulations.

Finding Corrected
During the Audit

The City’s Form C was submitted on October 28, 2019. No follow-up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-012

City of EI Segundo

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines,
Section 11, “A proposed expenditure of funds shall be deemed to be for public
transit purposes to the extent that it can reasonably be expected to sustain or
improve the quality and safety of and/or access to public transit services by the
general public or those requiring special public transit assistance” and Section
V, :It is the jurisdictions responsibility to maintain proper accounting records
and documentation to facilitate the performance of the audit prescribed in these
guidelines.”

Condition

To support the propriety of expenditures being charged to Proposition A Local
Return Fund (PALRF), all expenditures should be based on actual amounts
incurred and supported by properly executed invoice, purchase order, contract,
or other official documentation evidencing in proper detail the nature of the
charges. Our review of expenditures charged to Dial-A-Ride Project funded by
PALREF identified that equipment replacement cost in the amount of $11,658
was allocated to PALRF without supporting documentation.

Cause

The City was not aware that charging estimated amounts to PALRF is not
allowed.

Effect

The City allocated PALRF for equipment replacement cost by $11,658 based
on estimated amount.

Recommendation

We recommend that the City reimburse its PALRF by $11,658. In addition, we
recommend that the City ensure all expenditures charge to PALRF are based
on actual amounts and have supporting documentation.

Management’s Response

When the City purchases capital equipment, the equipment is placed on an
equipment replacement schedule. The purpose of the equipment replacement
schedule is to accumulate funds to replace the equipment at the end of its useful
life. The charge to the fund for the replacement of the equipment is based on
the original cost of the equipment plus an estimated inflation factor for the
remaining useful life of the equipment. When the funds have been accumulated
to replace the equipment at the estimated replacement cost, the charge to the
fund for the equipment will stop. The City provided the auditors the equipment
replacement schedule documenting the charges to the fund for the equipment.
The charges were based on the original cost of the equipment. Due to employee
turnover at the City and the time period the equipment was purchased, the City
was not able to document how the replacement cost for the equipment was
calculated. In the future the City will create a policy and document how the
replacement cost of the equipment is calculated for equipment purchased with
grant funds.
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Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-013

City of Glendora

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (C), "Jurisdictions shall submit for approval a Project Description Form prior
to the expenditure of funds for: 5) a 25 percent or greater change in an approved
Local Return project budget or scope on all operating or capital Local Return
projects.”

Condition

The City exceeded more than 25 percent of LACMTA's approved budget on
PALRF Project Code 250-01, Proposition A Bus Pass Subsidy, in the amount
of $2,075. However, the City submitted an amended Project Description Form
(Form A) to obtain a budget increase from LACMTA and received subsequent
approval on September 16, 2019.

This is a repeat finding from prior fiscal year.

Cause

The expenses accrued for the project exceeded than what was anticipated even
after a budget increase was requested from LACMTA in June 2019.

Effect

The City’s PALRF project expenditure exceeded 25 percent of LACMTA'’S
approved budget without LACMTA'’s prior approval and the City did not
comply with the Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that project
expenditures are within the 25 percent cap of the LACMTA's approved budget
and an amended Form A (Project Description Form) is properly prepared and
submitted prior to the expenditure of funds which would result in a 25 percent
or greater change in an approved Local Return project budget or scope on all
operating Local Return projects.

Management’s Response

The City departments will ensure that project budgets are evaluated timely to
ensure an amended Form A is submitted prior to the expenditure of funds.

Finding Corrected
During the Audit

LACMTA Program Manager granted retroactive approval in the amount of
$18,500 of the said expenditures on September 16, 2019. No follow-up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-014

City of Glendora

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
Il, "A proposed expenditure of funds shall be deemed to be for public transit
purposes to the extent that it can reasonably be expected to sustain or improve
the quality and safety of and/or access to public transit services by the general
public or those requiring special public transit assistance"” and Section V, "It is
jurisdictions' responsibility to maintain proper accounting records and
documentation..."

In addition, LACMTA Local Return Program Manager issued a memo dated on
April 29, 2014 to jurisdictions to provide recommendations to ensure that
jurisdictions have adequate evidence to support its compliance with the Local
Return Guidelines, those recommendations are "that an electronic system is
acceptable as long as how much time is identified on the project (i.e. not just a
clock-in-clock-out system) and this non-timesheet system, excel file or other, is
authenticated by the employee and approved by one' s supervisor." Also, "(4)
Where employees work on multiple activities or cost objectives, a distribution
or their salaries or wages will be supported by personnel activity reports or
equivalent documentation which meets the standards in subsection (5) unless a
statistical sampling system (see subsection (6)) or other substitute system has
been approved by the cognizant Federal agency. Such documentary support will
be required where employees work on:
(b) Federal award and non-Federal award.

(5) Personnel activity reports or equivalent documentation must meet the

following standards:
(b) They must reflect an after the fact distribution of the actual activity
of each employee,
(f) Budget estimates or other distribution percentages determined
before the services are performed do not qualify as support for charges
to Federal awards but may be used for interim accounting purposes,
provided that: (i) the governmental unit's system for establishing the
estimates produces reasonable approximations of the activity actually
performed; (ii) at least quarterly, comparisons of actual costs to
budgeted distributions based on monthly activity reports are made.
Costs charged to Federal awards to reflect adjustments made as a result
of the activity actually performed may be recorded annually if the
quarterly comparisons show the differences between budgeted and
actual costs are less than ten percent; and (iii) the budget estimates or
other distribution percentages are revised as least quarterly, if
necessary, to reflect changed circumstances."
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-014
(Continued)

City of Glendora

Condition

During the testing of payroll, the City provided both timesheets and the Special
Funding Time Certification (Certification), a supplemental form for the
timesheet that is signed by an employee and an employee's supervisor. The
Certification provides the detail breakdown of hours worked for the respective
LRF in all payroll periods during fiscal year 2019. However, we noted that the
employee hours charged to the following PALRF did not agree to the hours
indicated on the Certification as shown below:

Of the twenty-two (22) payroll samples, thirteen (13) payroll was over-charged
to PALREF totaling $4,679.

Upon inquiry, it was noted that the City's payroll allocation schedule was used
to record payroll costs in the City's accounting records. However, the City did
not properly reconcile the hours worked between the Certification and the
payroll allocation schedule resulting to payroll overcharges to PALRF.

Cause

The City was not aware that its practice of time certification was not comparable
to labor costs claimed on the timesheet.

Effect

The unreconciled variances on the payroll charges resulted in questioned costs
of $4,679 for PALRF.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse its
Proposition A Local Return Account for $4,679. In addition, we recommend
that the City establish controls to ensure that the payroll costs charged to the
Local Return funds are adequately supported by timesheet, payroll register,
personal actions or similar documentation so that the Local Return expenditures
are in compliance with the Guidelines.

Management’s Response

The City will modify its existing procedures to ensure accurate collection of
time and effort documentation to support the salaries and benefits charged to
PALRF. These controls will ensure salary charges were expended properly on
local return approved projects.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF City of Glendora

Finding #2019-015

Compliance According to Proposition A and Proposition C Local Return Guidelines, Section
Reference 11.C.7, "Jurisdictions are required to certify that they have conducted and maintain

Pavement Management Systems when proposing "Street Repair and Maintenance: or
"Bikeway" projects.

PMS must include the following:

* Inventory of existing pavements including, as a minimum, arterial and collector
routes, reviewed and updated triennially;

» Inventory of existing Class | bikeways, reviewed and updated triennially;

» Assessment of pavement condition including, as a minimum, arterial and
collector routes, reviewed and updated triennially;

* ldentification of all pavement sections needing rehabilitation/replacement; and

» Determination of budget needs for rehabilitation or replacement of deficient
sections of pavement for current and following triennial period(s).

Self-certifications executed by the Jurisdiction's Engineer or designated, registered
civil engineer, must be submitted with a Form A for new street maintenance or
bikeway projects or Form B (biannually) for ongoing projects to satisfy "Street Repair
and Maintenance™ and "Bikeway" project eligibility criteria."”

A Pavement Management System (PMS) Certification Form should be prepared and
submitted to LACMTA with project codes 430,440,450,460, and 470.

Condition A PMS Certification Form was due for the fiscal year 2019 since the City incurred
PCLRF expenditures for its Project Code 440-18, Lone Hill Avenue Street
Improvements Phase 2-Gladstone to LA Company Wash. However, the City did not
submit the form. The last PMS Certification Form submitted was for fiscal year 2016
which was provided to LACMTA on October 14, 2016.

Cause During fiscal year 2018-19, the City experienced a high volume of staff turnover that
resulted in many vacancies. This created a delay in the projects that could have been
completed within the fiscal year.

Effect The City’s PMS Certification Form was not submitted timely as required by
Proposition A and Proposition C Local Return Guidelines.

Recommendation We recommend that the City establish procedures to ensure that if the City incurred
expenditures for projects with codes 430, 440, 450, 460, and 470, a PMS Certification
Form is properly certified and executed by the City's Engineer or designated,
registered Civil Engineer and submitted to LACMTA on the third year from the last
submission date to be in compliance with the Guidelines.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-015
(Continued)

City of Glendora

Management’s
Response

The City has an approved project in the fiscal year 2019-20 budget to complete the
pavement management certification.
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Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-016

City of Lancaster

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (C), Project Description Form (Form A), Item 5: “Jurisdictions shall submit
for approval a Project Description Form prior to the expenditure of funds.”

Condition

The City expended a total of $11,877 for the following three projects in
FY2018/19 prior to receiving approvals from LACMTA: (1) 440-02 St Rehab/
Repair-20th W/ Lanc Blvd to Ave J in the amount of $10,356; (2) 450-28 15th
Street West and Lancaster Blvd in the amount of $720; and (3) 470-05 Cole
Middle School and Tierra Bonita in the amount of $801.

Cause

The City did not submit Form A to LACMTA prior to expenditure of funds on
new projects due to an oversight.

Effect

The City was not in compliance with Proposition A and Proposition C Local
Return Guidelines in obtaining an approval from LACMTA prior to expenditure
of funds.

Recommendation

We recommend that the City strengthen internal control procedures to ensure
that Form A is submitted to LACMTA prior to expending funds on a new
project.

Management’s Response

Staff did not submit Form A on time with the updated information due to staff
turnover.

Finding Corrected
During the Audit

Updated Form A was submitted to LACMTA and was retroactively approved
on August 21, 2019. No follow-up is required.
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Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-017

City of Lancaster

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (C), Project Description Form (Form A), Item 5: “Jurisdictions shall submit for
approval a Project Description Form prior to the expenditure of funds for: a 25
percent or greater change in an approved LR project budget or scope on all
operating or capital LR projects.”

Condition The City exceeded more than 25 percent of LACMTA’s approved budget on
PALRF 480-05 General Fund Overhead Allocation Project without prior
approval from LACMTA. The amount that exceeded the approved budget by
more than 25 percent is $58,747.

Cause It was due to an oversight by the City’s program department.

Effect The City’s PALRF project expenditures exceeded 25 percent of LACMTA’s

approved budget. The City did not comply with the Proposition A and
Proposition C Local Return Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures to ensure that
project expenditures are within the 25 percent cap of LACMTA’s approved
budget. If the City expects project expenditures will be in excess of 25 percent of
the approved budget, the City should submit an amended Form A prior to the
expenditure of funds.

Management Response

The City will establish procedures to ensure that project expenditures are within
the 25 percent cap of LACMTA’s approved budget.

Finding Corrected
During the Audit

An amended Form A was submitted to LACMTA and was approved on August
21, 2019. No follow-up is required.

43




SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds
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(Continued)

PALRF
Finding #2019-018

City of Lancaster

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
Il, 1.3, Recreational Transit Service: “Jurisdictions shall submit a Listing of
Recreational Transit Services no later than October 15th after the fiscal year.”

Condition The City did not meet the October 15, 2019 deadline for submission of the
Listing of Recreational Transit Services. However, the City subsequently
submitted the listing on October 21, 2019.
This is a repeat finding from the prior fiscal year.

Cause It was due to an oversight by the City’s program department.

Effect The City was not in compliance with Proposition A and Proposition C Local

Return Guidelines for the submission of Listing of Recreational Transit
Services.

Recommendation

We recommend that the City strengthen internal control procedures to ensure
that the Listing Recreational Transit Services is properly prepared and
submitted before the due date of October 15th in accordance with the
Proposition A and Proposition C Local Return Guidelines. Furthermore, we
recommend that the City retain a confirmation of receipt by LACMTA to
indicate the listing was submitted in a timely manner.

Management’s Response

The City will establish procedures to ensure the timely filing of all required
listings. In addition, the City will retain a confirmation of receipt by LACMTA
to indicate the listing was submitted in a timely manner.

Finding Corrected
During the Audit

The City’s Listing of Recreational Transit Services was submitted and approved
on October 21, 2019. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-019

City of Manhattan Beach

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
111, “On or before October 15 of each fiscal year, Jurisdictions shall submit an
Annual Expenditure Report (Form C) to notify LACMTA of previous year
Local Return fund receipts and expenditures.”

Condition The City did not meet the October 15, 2019 deadline for submission of Form C.
However, the City submitted the Form C on October 18, 2019.

Cause This was an oversight by the City due to onsite Enterprise Resource Planning
(ERP) implementation training.

Effect The City did not comply with the Proposition A and Proposition C Local Return

Funds Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures to ensure
that the Form C is properly prepared and submitted before the due date of
October 15 to meet Proposition A and Proposition C Local Return Guidelines.

Management’s Response

The City was delayed in submitting the Form C on or before the deadline due
to onsite Enterprise ERP implementation training. The City will endeavor to
submit it on or before the deadline in the future.

Finding Corrected
During the Audit

The City’s Form C was submitted on October 18, 2019. No follow-up is
required.
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Los Angeles County Metropolitan Transportation Authority
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Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-020

City of Manhattan Beach

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
Il, “A proposed expenditure of funds shall be deemed to be for public transit
purposes to the extent that it can reasonably be expected to sustain or improve
the quality and safety of and/or access to public transit services by the general
public or those requiring special public transit assistance” and Section V, “It is
the jurisdictions responsibility to maintain proper accounting records and
documentation to facilitate the performance of the audit prescribed in these
guidelines.”

Condition

To support the propriety of expenditures being charged to Proposition A Local
Return Fund (PALRF), all expenditures should be based on actual amounts
incurred and supported by properly executed invoice, purchase order, contract,
or other official documentation evidencing in proper detail the nature of the
charges. However, during our review of expenditures charged to Dial-A-Ride
Project funded by PALRF identified that information systems expenditure
allocated to PALRF based on budgeted percentages and would not be “tried up”
to actuals at year end, which resulted in over-charged of $6,113.

This is a repeat finding from the prior fiscal year.

Cause

The City was not aware that charging budgeted amounts to PALRF is not
allowed.

Effect

The City overcharged PALRF for information systems by $6,113.

Recommendation

We recommend that the City reimburse its PALRF by $6,113. In addition, we
recommend that the City ensure all expenditures charge to PALRF are “trued
up” to actual amounts.

Management’s Response

The Prop A Fund incurred a deficit of $15,479 in FY2018-2019. The deficit was
relieved by the General Fund through a transfer. Included in the deficit was a
budgeted billing versus actual for information systems of $6,113. Since the
General Fund transferred in excess of $6,113, no action is required.
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Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-021

City of Palos Verdes Estates

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines Section
IV. E. Timey Use of Funds, “...Jurisdictions have three years to expend LR
funds. Funds must be expended within three years of the last day of the fiscal
year in which funds were originally allocated. Therefore, by method of
calculation, each Jurisdiction has the Fiscal Year of allocation plus three years to
expend Proposition A and/or Proposition C funds.”

Condition

The City’s fiscal year 2016 ending fund balance in the amount of $178,474 was
not fully expended within 3 years as of June 30, 2019 and it was not reserved for
capital projects as required by the Prop C Local Return Guidelines. However, on
October 30, 2019, LACMTA granted the City an extension on the usage of lapsed
funds until June 30, 2020.

Cause

The City designed a project last fiscal year with the intent to use last year’s
funding along with at least two additional years’ allocation in order to have a
project with a cost competitive magnitude of scale. Unfortunately, with a change
in City Council majority in the last election, the City’s Capital Improvement
Program was placed on hold pending additional review by the new City Council.
The City Council subsequently authorized proceeding with the proposed project
on July 23, 2019.

Effect

Untimely review of the funding status from the prior year allocation could result
in losing the funding.

Recommendation

In order to avoid future lapsed funds, we recommend that the City establish a
procedure where the Finance staff review the estimated annual fund balance so
that a capital reserve account can be established when warranted.

Management Response

Staff was monitoring the Prop C fund balance and pro-actively informed
LACMTA of the City changes that had occurred throughout the year and the
related project would not begin until first quarter of FY19/20. The Director of
Community Planning & Public Works and the Finance Director will continue to
schedule meetings and monitor funding to ensure all funds are appropriately
expended or reserved for capital projects according to the Prop A and Prop C
Local Return Guidelines.

Finding Corrected
During the Audit

On October 30, 2019, LACMTA granted the City an extension on the usage of
lapsed funds until June 30, 2020.
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Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-022

City of Redondo Beach

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (C), “Jurisdictions shall submit for approval a Project Description Form prior
to the expenditure of funds for: 5) a 25 percent or greater change in an approved
Local Return project budget or scope on all operating or capital Local Return
projects.”

Condition

The City exceeded more than 25 percent of Los Angeles County Metropolitan
Transportation Authority’s (LACMTA) approved budget on PALRF Project
Code 180-01, Beach Cities Transit Fixed Route Bus Purchase in the amount of
$283. However, the City submitted a Project Description Form (Form A) to
obtain the budget increase from LACMTA and received subsequent approval on
November 22, 2019.

Cause

It was due to an oversight by the City’s program department.

Effect

The City’s PALRF project expenditure exceeded 25 percent of LACMTA’S
approved budget without LACMTA’s prior approval and the City did not comply
with the Proposition A and Proposition C Local Return Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that project
expenditures are within the 25 percent cap of the LACMTA’s approved budget.
If the City expects project expenditures will be in excess of 25 percent of
approved budget, the City should submit an amended Form A prior to the
expenditure of funds for approved projects.

Management Response

Staff did not anticipate an increase in fixed route project in the last quarter of the
year.

Finding Corrected
During the Audit

LACMTA Program Manager granted retroactive budget approval in the amount
of $283 for the project aforementioned on November 22, 2019. No follow-up is
required.
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PALRF & PCLRF
Finding #2019-023

City of San Gabriel

Compliance Reference

According to Proposition A and Proposition C Guidelines, Section 1. C,
"Jurisdictions shall submit on or before August 1 of each fiscal year an Annual
Project Update to provide current information on all approved on-going and
carryover LR projects."

Condition The City did not meet the August 1, 2018 deadline for submission of the Annual
Project Update (Form B). However, the City submitted the Form B on August
21, 2018.

Cause The person responsible for the submission of the reports has since retired from
the City. As a result, the City was not able to determine the reason for the late
filing.

Effect The City’s Form B was not submitted timely.

Recommendation

We recommend that the City establish procedures to ensure that the Form B is
properly prepared and submitted before the due date of August 1st so that the
City's expenditures of the Proposition A and Proposition C Local Return Funds
will be in accordance with LACMTA's approval and the Guidelines.
Furthermore, we recommend the City retain a confirmation of receipt by
LACMTA to indicate the form was submitted in a timely manner.

Management Response

To ensure that all future filings will be submitted timely, the reporting
responsibility has been reassigned and calendared.

Finding Corrected
During the Audit

The City subsequently submitted the Form B on August 21, 2018. No follow up
is required.
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Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-024

City of San Marino

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (B.3), “If Local Return Funds have been expended prior to Metro approval
and/or used for ineligible purposes, Jurisdictions will be required to reimburse
their Proposition C Local Return account...”

Condition

The City incurred expenditures prior to receiving approval from LACMTA for
PCLRF’s Project Code 400-01, Traffic Signal Synchronization, in the amount
of $6,390. However, the project was subsequently approved on September 25,
2019.

Cause

The City inadvertently listed the planning Traffic Signal Synchronization
Project Code 400-01 as a Bus Bench Project Code 150-01 on the original Form
A submitted to LACMTA in July 2018. Once the error was found by the City’s
personnel, the City amended the Project List accordingly with LACMTA staff.

Effect

The City did not comply with the Guidelines when expenditures for PCLRF
project are incurred without LACMTA’s approval.

Recommendation

We recommend that the City establish procedures to ensure that it obtains
approval from LACMTA prior to implementing any Proposition A and
Proposition C Local Return projects. Form B (Annual Project Summary Report)
should be properly prepared and submitted before the due date of August 1st so
that the City’s expenditures of Proposition A and Proposition C Local Return
Funds are in accordance with LACMTA'’s approval and the Guidelines. In
accordance with the Guidelines, the City should include all approved on-going
and carryover Local Return projects in Form B.

Management’s Response

In the future, the City will confirm with the responsible staff that only projects
that are planned for the upcoming year will be listed in Form A prior to
submission to LACMTA.

Finding Corrected
During the Audit

LACMTA Program Manager granted retroactive approval of the said
expenditures on September 25, 2019.
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Proposition A and Proposition C Local Return Funds
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Fiscal Year Ended June 30, 2019
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PALRF
Finding #2019-025

City of Signal Hill

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (C), Project Description Form (Form A), Item 5: “Jurisdictions shall submit for
approval a Project Description Form prior to the expenditure of funds for: a 25
percent or greater change in an approved LR project budget or scope on all
operating or capital LR projects.”

Condition

The City exceeded more than 25 percent of LACMTA approved budget on
PALRF Project Code 140-03, Recreation Transit in the amount of $1,186.

This is a repeat finding from the prior fiscal year.

Cause

It was due to an oversight by the City’s program department.

The City initially requested the budget increased from $34,000 to $42,000;
however, the amended amount was not enough to cover the expenditures.

Effect

The City’s PALRF project expenditures exceeded 25 percent of LACMTA’s
approved budget without LACMTA'’s approval. The City did not comply with
Proposition A and Proposition C Local Return Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures to ensure that
project expenditures are within the 25 percent cap of the LACMTA’s approved
budget. If the City expects project expenditures will be in excess of 25 percent
of approved budget, the City should submit an amended Form A before incurring
expenditures.

Management Response

Staff anticipated an increase in recreational transit trips, but the amended amount
from $34,000 to $42,000 was still not enough.

Finding Corrected
During the Audit

The City’s amended Form A was submitted and retroactively approved by
LACMTA on December 10, 2019. No follow-up is required.
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PALRF & PCLRF
Finding #2019-026

City of Signal Hill

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
C, “Jurisdictions shall submit on or before August 1 of each fiscal year an Annual
Project Update to provide current information on all approved on-going and
carryover LR projects.”

Condition The City did not meet the August 1, 2018 deadline for submission of the Annual
Project Update (Form B). However, the City submitted the Form B on August
15,2018.
This is a repeat finding from the prior fiscal year.

Cause It was due to an oversight.

Effect The City’s Form B was not submitted timely. The City did not comply with

Proposition A and Proposition C Local Return Guidelines.

Recommendation

We recommend the City strengthen internal control procedures to ensure that the
Form B is properly prepared and submitted before the due date of August 1st in
accordance with Proposition A and Proposition C Local Return Guidelines.
Furthermore, we recommend the City retain a confirmation of receipt from
LACMTA to indicate the form was submitted in a timely manner.

Management Response

This was due to staff turnover in the Public Works Department. As soon as the
Finance Department became aware, Form B was submitted to LACMTA.

Finding Corrected
During the Audit

The City’s Form B was submitted and retroactively approved by LACMTA on
August 15, 2018. No follow-up is required.
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(Continued)

PALRF & PCLRF
Finding #2019-027

City of Signal Hill

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
C, “On or before October 15 of each fiscal year, Jurisdictions shall submit an
Annual Expenditure Report (Form C) to notify Metro of previous year LR fund
receipts and expenditures.”

Condition The City did not meet the October 15, 2019 deadline for submission of the
Annual Expenditure Report (Form C). However, the City submitted the Form C
on October 23, 2019.

Cause It was due to an oversight.

Effect The City’s Form C was not submitted timely. The City did not comply with

Proposition A and Proposition C Local Return Guidelines.

Recommendation

We recommend the City strengthen internal control procedures to ensure that
the Form C is properly prepared and submitted before the due date of October
15th in accordance with Proposition A and Proposition C Local Return
Guidelines. Furthermore, we recommend the City retain a confirmation of
receipt from LACMTA to indicate the form was submitted in a timely manner.

Management’s Response

This was due to staff turnover in the Public Works Department. As soon as the
Finance Department became aware, Form C was submitted to LACMTA.

Finding Corrected
During the Audit

The City’s Form C was submitted and retroactively approved by LACMTA on
October 23, 2019. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-028

City of South Pasadena

Compliance Reference

According to Proposition A & Proposition C Local Return Guidelines, Section
I (C), "Jurisdictions shall submit on or before August 1 of each fiscal year an
Annual Project Update to provide current information on all approved on-going
and carryover LR projects.”

Condition The City did not meet the August 1, 2018 deadline for submission of the Annual
Project Update (Form B). However, the City submitted the Form B on August
13,2018.
This is a repeat finding from the prior two fiscal years.

Cause A new employee was assigned to manage the LACMTA audit awards.
However, he was not aware of the form submission deadlines.

Effect The City’s Form B was not submitted timely as required by Proposition A and

Proposition C Local Return Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the Form B is
properly prepared and submitted before the due date of August 1st so that the
City's expenditures of the Proposition A and Proposition C Local Return Funds
will be in accordance with LACMTA's approval and the guidelines.
Furthermore, we recommend the City retain a confirmation of receipt by
LACMTA to indicate the form was submitted in a timely manner.

Management’s Response

Several employees in the City departments are currently trained with the
required deadlines to ensure timely submission of the form.

Finding Corrected
During the Audit

The City subsequently submitted the Form B and August 13, 2018. No follow-
up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-029

City of South Pasadena

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I, "A proposed expenditure of funds shall be deemed to be for public transit
purposes to the extent that it can reasonably be expected to sustain or improve
the quality and safety of and/or access to public transit services by the general
public or those requiring special public transit assistance™ and Section V, "It is
jurisdictions' responsibility to maintain proper accounting records and
documentation... "

Condition

To support the propriety of expenditures being charged to the PCLRF, non-
payroll expenditures should be supported by properly executed contracts,
invoices, and payment vouchers. Although payments to vendors were allowable
and were properly supported by invoices and canceled checks, the expenditures
for Senior Dial-A-Ride Program Project Code 130-05 were not supported by an
existing contract or purchase order form for the following vendors:

a) Seventeen (17) payments made to Jack's Auto Repair in the total amount of
$6,955;
b) Seven (7) payments made to Sunset VVans, Inc. in the total amount of $2,020.

This is repeat finding from the prior year.

Cause

In fiscal year 2018-19, the Finance Department moved to a different location and
could not locate the original copy of the purchase orders.

Effect

No contract or purchase order form to support the payments made to the vendors
indicates a weakness in the City’s internal control.

Recommendation

We recommend that the City establish controls to ensure that the costs charged
to the Local Return Funds, although allowable, are adequately supported by
contracts, purchase orders, invoices, canceled checks or similar documentation
so that Local Return expenditures are in compliance with the Guidelines.

Management Response

On July 1, 2019, the City transitioned to an electronic purchase order which will
ensure easy access and availability in the future.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-030

City of Temple City

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I (C), "Jurisdictions shall submit for approval a Project Description Form prior
to the expenditure of funds for: 5) a 25 percent or greater change in an approved
Local Return project budget or scope on all operating or capital Local Return
projects.”

Condition

The City exceeded more than 25 percent of LACMTA's approved budget on
PALRF Project Code 480.05, Direct Administration, in the amount of $4,049.
However, the City submitted a Project Description Form (Form A) to obtain a
budget increase from LACMTA and received subsequent approval on
December 6, 2019.

Cause

The preparation and submission of the form was assigned to a new employee
who was not aware of the deadline.

Effect

The City’s PALRF project expenditure exceeded 25 percent of LACMTA'’S
approved budget without LACMTA’s approval and the City did not comply
with the Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that project
expenditures are within the 25 percent cap of the LACMTA's approved budget
and an amended Form A (Project Description Form) is properly prepared and
submitted prior to the expenditure of funds which would result in a 25 percent
or greater change in an approved Local.Return project budget or scope on all
operating Local Return projects.

Management Response

In FY 2019-20, the newly assigned employee has been made aware of the
reporting deadline and has attended the necessary LACMTA training
workshops.

Finding Corrected
During the Audit

LACMTA Program Manager granted retroactive budget approval in the amount
of $83,755 of the said expenditures on December 6, 2019. No follow-up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-031

City of Temple City

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I. C, "Jurisdictions shall submit on or before August 1 of each fiscal year an
Annual Project Update to provide current information on all approved on-going
and carryover LR projects."”

Condition The City did not meet the August 1, 2018 deadline for submission of the Annual
Project Update (Form B). However, the City submitted the Form B on August 8,
2018.

Cause The preparation and submission of the form was assigned to a new employee
who was not aware of the deadline.

Effect The City’s Form B was not submitted timely as required by Proposition A and

Proposition C Local Return Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the Form B is
properly prepared and submitted before the due date of August 1st so that the
City's expenditures of the Proposition A and Proposition C Local Return Funds
will be in accordance with LACMTA' s approval and the Guidelines.
Furthermore, we recommend the City retain a confirmation of receipt by
LACMTA to indicate the form was submitted in a timely manner.

Management Response

In FY 2019-20, the newly assigned employee has been made aware of the
reporting deadline and has attended the necessary LACMTA training workshops.

Finding Corrected
During the Audit

The City subsequently submitted the Form B on August 8, 2018. No follow-up
is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-032

City of Temple City

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I, "A proposed expenditure of funds shall be deemed to be for public transit
purposes to the extent that it can reasonably be expected to sustain or improve
the quality and safety of and/or access to public transit services by the general
public or those requiring special public transit assistance™ and Section V, "It is
jurisdictions' responsibility to maintain proper accounting records and
documentation... "

Condition

To support the propriety of expenditures being charged to the PALRF, non-
payroll expenditures should be supported by properly executed contracts,
invoices, and payment vouchers. Although payments to vendors were allowable
and were properly supported by invoices and canceled checks, the expenditures
for Recreational Transit Project Code 140-02 were not supported by an existing
contract or purchase order form for the following vendors:

a) Thirteen (13) payments made to Fast Deer Bus Charter, Inc. in the total
amount of 20,376; and

b) Two (2) payments made to Catalina Channel Express in the total amount of
$11,114.

This is a repeat finding from the prior two fiscal years.

Cause

Contracts agreements with the transportation companies were not previously
enforced by the City.

Effect

No contract or purchase order form to support the payments made to the vendors,
Fast Deer Bus Charter, Inc. and Catalina Channel Express, indicates a weakness
in the City’s internal control.

Recommendation

We recommend that the City establish controls to ensure that the costs charged
to the Local Return Fund , although allowable, are adequately supported by
contracts, purchase orders, invoices , canceled checks or similar documentation
so that Local Return expenditures are in compliance with the Guidelines.

Management Response

Currently, the City department receives services from different bus charter
vendors and prepares the necessary contracts for each vendor.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF
Finding #2019-033

City of Temple City

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I1.A.1.3, Recreational Transit Service, "Jurisdictions shall submit a Listing of
Recreational Transit Services no later than October 15 after the fiscal year."

Condition The City did not meet the October 15, 2019 deadline for submission of the Listing
of Recreational Transit Services. However, the City submitted the listing on
November 6, 2019.

Cause The preparation and submission of the form was assigned to a new employee
who was not aware of the deadline.

Effect The City’s Listing of Recreational Transit Services was not submitted timely as

required by the Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the Recreational
Transit Services Listing is properly prepared and submitted before the due date
of October 15th so that the City's expenditures of the Proposition A Local Return
Fund will be in accordance with LACMTA's approval and the Guidelines.
Furthermore, we recommend that the City retain a confirmation of receipt by
LACMTA to indicate the form was submitted in a timely manner.

Management Response

In FY 2019-20 the newly assigned employee has been made aware of the
reporting deadline and has attended the necessary LACMTA training workshops.

Finding Corrected
During the Audit

The City submitted the form to LACMTA on November 6, 2019. No follow-up
is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-034

City of West Covina

Compliance Reference

According to Proposition A and C Local Return Guidelines, Section 11.C.7,
"Jurisdictions are required to certify that they have conducted and maintain
Pavement Management Systems when proposing "Street Repair and
Maintenance: or "Bikeway" projects.

PMS must include the following:

* Inventory of existing pavements including, as a minimum, arterial and
collector routes, reviewed and updated triennially;

 Inventory of existing Class I bikeways, reviewed and updated triennially;

» Assessment of pavement condition including, as a minimum, arterial and
collector routes, reviewed and updated triennially;

* Identification of all pavement sections needing rehabilitation/replacement;
and

» Determination of budget needs for rehabilitation or replacement of
deficient sections of pavement-for current and following triennial
period(s).

Self-certifications executed by the Jurisdiction's Engineer or designated,
registered civil engineer, must be submitted with a Form A for new street
maintenance or bikeway projects or Form B (biannually) for ongoing projects to
satisfy "Street Repair and Maintenance” and "Bikeway" project eligibility
criteria."

A Pavement Management System (PMS) Certification Form should be prepared
and submitted to LACMTA when the City incurred expenditures on projects with
project codes 430, 440,450, 460, and 470.

Condition

A PMS Certification Form was due for the fiscal year 2019 since the City
incurred PCLRF expenditures for its Project Code 440-16, SP1 7003 Street
Rehabilitation - Cameron venue. However, the City did not submit the form. The
last PMS Certification Form submitted was for fiscal year 2016 which was
provided to LACMTA on June 30, 2016. The City is currently in the process of
updating the certification which will be completed in January 2020.

Cause

Due to the City’s reorganization and turnover, the submission of PMS
Certification lapsed.

Effect

The City’s PMS Certification Form was not submitted timely.

Recommendation

We recommend that the City establish procedures to ensure that if the City
incurred expenditures for projects with codes 430, 440, 450, 460, and 470, a PMS
Certification Form is properly certified and executed by the City's Engineer or
designated, registered Civil Engineer and submitted to LACMTA on the third
year from the last submission date to be in compliance with the Guidelines.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-034
(Continued)

City of West Covina

Management Response Due to the City's reorganization and turnover, the PMS Certification lapsed. The

City is in the process of updating the PMS Certification. A Request for Proposal
was published on November 7, 2019 and closed on December 2, 2019. The
contract is expected to be awarded in January 2020 and completed by May 2020.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-035

City of West Covina

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
11.A.1.3, Recreational Transit Service, "Jurisdictions shall submit a Listing of
Recreational Transit Services no later than October 15 after the fiscal year."

Condition The City did not meet the October 15, 2019 deadline for submission of the Listing
of Recreational Transit Services. However, the City submitted the listing on
October 29, 2019.

Cause Due to the City’s reorganization and reassignment of duties, new staff assigned
to oversee the program was unaware of the program.

Effect The City’s Listing of Recreational Transit Services was not submitted timely.

Recommendation

We recommend that the City establish procedures to ensure that the Recreational
Transit Services Listing is properly prepared and submitted before the due date
of October 15th so that the City’s expenditures of the Proposition C Local Return
Fund will be in accordance with LACMTA' s approval and the Guidelines.
Furthermore, we recommend that the City retain a confirmation of receipt by
LACMTA to indicate the form was submitted in a timely manner.

Management Response

Due to the City's reorganization and reassignment of duties, the new staff
assigned to oversee the program was unaware of the deadline. The City has put
measures in place to ensure the Recreational Transit Form will be submitted by
the October 15th deadline from this point forward.

Finding Corrected
During the Audit

The City submitted the form to LACMTA on October 29, 2019. No follow-up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-036

City of Whittier

Compliance Reference According to Proposition A and Proposition C Local Return Guidelines, Section

I, "A proposed expenditure of funds shall be deemed to be for public transit
purposes to the extent that it can reasonably be expected to sustain or improve
the quality and safety of and/or access to public transit services by the general
public or those requiring special public transit assistance™ and Section V, "It is
jurisdictions' responsibility to maintain proper accounting records and
documentation... "In addition, LACMTA Local Return Program Manager issued
a memo dated on April 29, 2014 to jurisdictions to provide recommendations to
ensure that jurisdictions have adequate evidence to support its compliance with
the Local Return Guidelines, those recommendations are “that an electronic
system is acceptable as long as how much time is identified o the project (i.e. not
just a clock-in-clock- out system) and this non-timesheet system, excel file or
other, is authenticated by the employee and approved by one's supervisor." Also,
"(4) Where employees work on multiple activities o cost objectives, a
distribution or their salaries or wages will be supported by personnel activity
reports or equivalent documentation which meets the standard in subsection (5)
unless a statistical sampling system (see subsection (6)) or other substitute
system has been approved by the cognizant Federal agency . Such documentary
support will be required where employees work on:
(b) A Federal award and no -Federal award.

(5) Personnel activity reports or equivalent documentation must meet the

following standards:
(a) They must reflect an after the fact distribution on of the actual activity
of each employee,
(e) Budget estimates or other distribution percentages determined
before the services are performed do not qualify as support for charges
to Federal awards but may be used for interim accounting purposes,
provided that: (i) the governmental unit's system for establishing the
estimates produces reasonable approximations of the activity actually
performed,; (ii) at least quarterly, comparisons of actual cost to budgeted
distributions based on monthly activity reports are made. Costs charged
to Federal awards to reflect adjustments made as a result of the activity
actually performed may be recorded annually if the quarterly
comparisons show the differences between budgeted and actual costs are
less than ten percent; and (iii) the budget estimates or other distribution
percentages are revised as least quarterly, if necessary, to reflect changed
circumstances.”

Condition

To support the propriety of expenditures being charged to Proposition C Local
Return Fund, payroll expenditures should be supported by properly executed
payrolls, time records, activity reports, vouchers, or other official documentation
evidencing in proper detail the nature of the charges. However, payroll
expenditures allocated to the PCLRF (Greenway Trail Maintenance Project Code
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-036
(Continued)

City of Whittier

Condition (Continued)

430-123) were not properly supported for two (2) employees sampled out of eight
(8) total employees allocated to the PCLRF.

Timesheets were requested for two (2) employees (directors) sampled to support
the allocation of payroll expenditures to the PCLRF project. However, the City
stated that the employees did n*ot maintain/utilize timesheets. Instead, the City
provided a memorandum, initialed by the employees, which "certified" a percentage
of time that the employees worked on the PCLRF project for the entire fiscal year.
However, the following issues were noted with the memorandum:

e The memorandums used the term "approximately" when reporting the hours
charged to the PCLRF project for the fiscal year. The term "approximately”
signifies an estimate.

e The memorandums included a percentage of time the employees worked on
the program, along with an approximation of hours worked. However, the
memorandum only exclusively accounted for the hours worked on the
PCLREF for the fiscal year for each employee. As a result, a recalculation of
the percentage of time worked on the PCLRF project could not be
performed.

e The memorandums itemized the duties that the employees performed in
relation to the PCLRF project. However, the list of duties did not include
the amount of time spent performing each duty.

e The memorandums did not show evidence of supervisor review or approval.

Based on the issues noted, the memorandums function as an estimate of time
worked exclusively on the PCLRF project. Moreover, the City stated that a "true-
up" or an adjustment to reflect "true" hours was not performed. As a result, a total
of $102,863 payroll costs which were allocated to the PCLRF Greenway Trail
Maintenance Project Code 430-123 were unsupported.

Cause The City believed that the signed memorandum was sufficient support for the
allocation of payroll costs.
Effect Without time sheets that track hours by funding source and/or project, the City

may be unable to accurately track, manage, record, and bill payroll related
expenditures. Unsupported payroll costs claimed may result in questioned or
disallowed costs.

Recommendation

We recommend that the City reimburse its Proposition C Local Return Fund
account for $102,863. In addition, we recommend that the City revise its current
labor costs reporting procedures to ensure that labor costs charged to Proposition
C Local Return Funds are adequately supported by timesheet, a recent time study,
or a supported, relevant, and equitable allocation method for personnel.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Proposition A and Proposition C Local Return Funds
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PCLRF
Finding #2019-036
(Continued)

City of Whittier

Management Response The City agrees with the finding, however, disagrees with the recommendation

to reimburse Proposition C Local Return Funds in the amount of $102,863. The
City has provided documentation for the time incurred and believed that this
amount covers the minimum amount of time spent on the project for the eight (8)
individuals. Effective immediately, the City has started to utilize the timesheets
to track the actual time worked by the aforementioned employees to prevent
future similar findings.

Auditor’s Rejoinder

Although the City's claim that the memorandums support the "minimum amount
of time spent on the project" may be true, we were unable to verify the hours
reported based on the documentation provided. As a result, the hours charged to
the PCLRF project were determined unsupported.

The Auditor also notes that the City has begun to implement the utilization of
timesheets to track actual time worked by the aforementioned employees.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Proposition A and Proposition C Local Return Funds

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

PALRF & PCLRF
Finding #2019-037

City of Whittier

Compliance Reference

According to Proposition A and Proposition C Local Return Guidelines, Section
I, "A proposed expenditure of funds shall be deemed to be for public transit
purposes to the extent that it can reasonably be expected to sustain or improve
the quality and safety of and/or access to public transit services by the general
public or those requiring special public transit assistance™ and Section V, "It is
jurisdictions' responsibility to maintain proper accounting records and
documentation... "

Condition

To support the propriety of expenditures being charged to the Proposition A and
Proposition C Local Return Funds, non-payroll expenditures should be supported
by properly executed contracts, invoices, and vouchers or other official
documentation evidencing in proper detail the nature of the charges. However,
indirect costs charged to PALRF and PCLRF in the amounts of $8,171 and
$210,238, respectively, were based on a Cost Allocation Plan (CAP) that was
prepared in fiscal year 1991-92.

Cause

The City is in the final stages of reviewing the CAP. It has taken longer than
expected.

Effect

The expenditures allocated may not reflect the appropriate share of costs charged
to PALRF and PCLRF.

Recommendation

We recommend that the City update its CAP either by the City's own qualified
personnel or by an independent external party to perform a study of the share of
costs between departments, programs and funds throughout the City. The study
ensures that the respective funds, including PALRF and PCLRF, are fairly and
accurately paying for the services received. For a CAP to be reasonable, the City
needs to establish an allocation system that is fair, equitable, and supported by
current data.

Management Response

The City will implement a revised CAP.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE R ORDINANCE AND
MEASURE R LOCAL RETURN GUIDELINES

To: Board of Directors of the Los Angeles County Metropolitan Transportation Authority
and Measure R Oversight Committee

Report on Compliance

We have audited the compliance of the thirty-eight (38) Cities identified in Schedule 1, with the types
of compliance requirements described in the Measure R Ordinance enacted through a Los Angeles
County voter-approved law in November 2008; Measure R Local Return Guidelines, issued by the Los
Angeles County Metropolitan Transportation Authority (LACMTA), approved by its Board of Directors
on October 22, 2009 (collectively, the Guidelines); and the respective Assurances and Understandings
Regarding Receipt and Use of Measure R Local Return Funds, executed by LACMTA and the
respective Cities for the year ended June 30, 2019 (collectively, the Requirements). Compliance with
the above-noted Guidelines and Requirements by the Cities are identified in the accompanying
Summary of Compliance Findings, Schedule 1 and Schedule 2.

Management’s Responsibility

Compliance with the Guidelines and Requirements is the responsibility of the respective management
of the Cities.

Auditors’ Responsibility

Our responsibility is to express opinions on the Cities’ compliance with the Guidelines and
Requirements referred to above based on our audits. We conducted our audits of compliance in
accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits
to obtain reasonable assurance about whether noncompliance with the types of requirements referred
to above that could have a direct and material effect on the Measure R Local Return program occurred.
An audit includes examining, on a test basis, evidence about each City’s compliance with the
Guidelines and Requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audits provide a reasonable basis for our disclaimer and unqualified opinions on
compliance. However, our audits do not provide a legal determination of each City’s compliance with
the Guidelines and Requirements.

An independently owned member

RSM US Alliance
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Basis for Disclaimer of Opinion on City of South El Monte

As described in the accompanying Summary of Compliance Findings (Finding #2019-008), the City of
South El Monte was not able to provide accounting records and documents that would support the
City’s compliance with the Guidelines and Requirements. Accordingly, we were unable to perform
any auditing procedures sufficiently to determine the City’s compliance.

Disclaimer of Opinion on City of South ElI Monte

Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph,
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on the City of South EI Monte’s compliance with the Guidelines and Requirements referred to
above. Accordingly, we do not express an opinion on the City of South EI Monte’s compliance with the
Guidelines and Requirements.

Ungualified Opinion on Compliance of all Cities except City of South El Monte

In our opinion, as described in Schedule 2, the Cities complied, in all material respects, with the
Guidelines and Requirements referred to above that could have a direct and material effect on the
Measure R Local Return program for the year ended June 30, 2019.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to
be reported in accordance with the Guidelines and Requirements and which are described in the
accompanying Summary of Audit Results (Schedule 1) and Schedule of Findings and Questioned
Costs (Schedule 2) as Findings #2019-001 through #2019-009. Our opinion is not modified with
respect to these matters.

Responses by the Cities to the noncompliance findings identified in our audits are described in the
accompanying Schedule of Findings and Questioned Costs (Schedule 2). The Cities’ responses were
not subjected to the auditing procedures applied in the audit of compliance, and accordingly, we
express no opinion on the responses.

Report on Internal Control over Compliance

The management of each City is responsible for establishing and maintaining effective internal control
over compliance with the Guidelines and Requirements referred to above. In planning and performing
our audits of compliance, we considered each City’s internal control over compliance with the
Guidelines and Requirements that could have a direct and material effect on the Measure R Local
Return program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance and to test and report on internal control over
compliance in accordance with the Guidelines and Requirements, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of each City’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies, and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we consider to be a
material weakness and significant deficiencies.



A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance will not be prevented, or detected and corrected, on a timely basis. We consider the
deficiencies in internal control over compliance, as described in the accompanying Schedule of
Findings and Questioned Costs (Schedule 2) as Finding #2019-002 and Finding #2019-008 to be
material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with the requirements that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance. We consider the deficiencies in internal control over compliance, as
described in the accompanying Schedule of Findings and Questioned Costs (Schedule 2) as Findings
#2019-001 and #2019-004, to be significant deficiencies.

The Cities’ responses to the internal control over compliance findings identified in our audit are
described in the accompanying Schedule of Findings and Questioned Costs (Schedule 2). The Cities’
responses were not subjected to the auditing procedures applied in the audit of compliance, and
accordingly, we express no opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing on internal control over compliance and the results of that testing based on the requirements
of the Guidelines and Requirements. Accordingly, this report is not suitable for any other purpose.

7.;..9 v/% LLP

Glendale, California
December 31, 2019



Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Compliance Findings
Fiscal Year Ended June 30, 2019

The audits of the 38 cities identified in Schedule 1 have resulted in 9 findings. The table below

summarizes those findings:

Resolved
# of Responsible Cities/ Finding No. | Questioned | During the
Finding Findings Reference Costs Audit
Funds were expended for transportation 5 Baldwin Park (Finding #2019-002) | $ 485,011 | § -
purposes. South El Monte (Finding #2019-008 276,774 -
Funds were expended with LACMTA’s 5 Azusa (Finding #2019-001) 459,958 459,958
approval. Calabasas (Finding #2019-004) 2,645 2,645
Expenditure Plan (Form One) was 5 Bell Gardens (Flndlng #2019-003) None None
submitted timely. South Gate (Finding #2019-009) None None
Expenditure Report (Form Two) was 5 Malibu (Flndlng #2019-006) None None
submitted timely. Pomona (Finding #2019-007) None None
:?rf]zlr;at'ona' transit form was submitted 1 |Calabasas (Finding #2019-005) None None
Total Findings and Questioned Costs 9 $ 1,224,388 | $ 462,603

Details of the findings are in Schedule 2.




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

SCHEDULE 1

Compliance Area Tested Agoura Hills Azusa Baldwin Park
. . . See Finding
Funds were expended for transportation purposes. Compliant Compliant 42019-002
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
. , . See Finding .

Funds were expended with LACMTA’s approval. Compliant #2019-001 Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Compliant
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable Compliant Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable Compliant




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Bell Bell Gardens Beverly Hills
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timel Compliant See Finding Compliant

P y- P #2019-003 P

Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable Compliant
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Calabasas Carson Commerce
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
, , See Finding . .
Funds were expended with LACMTA’s approval. 49019-004 Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable | Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
. . . . See Finding . .
Recreational transit form was submitted timely. #2019-005 Not Applicable | Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Compton Cudahy Culver City
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable Compliant Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested El Monte Gardena Hawthorne
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Compliant
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Huntington

Compliance Area Tested Hidden Hills Park Industry
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable Compliant Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable

10




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Inglewood Irwindale La Puente
Funds were expended for transportation purposes. Compliant Not Applicable Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Not Applicable Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Not Applicable Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Not Applicable Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable | Not Applicable Compliant
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Lawndale Lynwood Malibu

Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timel Compliant Compliant See Finding

P P y- P P #2019-006
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Maywood Montebello Monterey Park
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Compliant
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable Compliant Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Pico Rivera Pomona Rosemead
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timel Compliant See Finding Compliant

P P Y- P #2019-007 b

Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable Compliant Compliant
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Santa Fe

Compliance Area Tested San Fernando Springs Santa Monica
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

South EI
Compliance Area Tested Monte* South Gate Walnut
Funds were expended for transportation purposes See Finding Compliant Compliant
P P purposes. #2019-008 P P
Funds were used to augment, not supplant, existing local -
. . See Finding . .
revenues being used for transportation purposes unless Compliant Compliant
. ; #2019-008
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure R Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant Compliant
credited to the Measure R Local Return Account.
. , See Finding . .
Funds were expended with LACMTA’s approval. 49019-008 Compliant Compliant
Expenditure Plan (Form One) was submitted timel Compliant See Finding Compliant
P y- P #2019-009 P
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% ca See Finding Compliant Not Applicable
P ° cap. #2019-008 P P
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve . . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable

*Auditor was not able to perform procedures due to the condition of the City’s accounting records and
unavailability of documents supporting the City’s compliance with the significant compliance

requirements of the Guidelines.
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results

Fiscal Year Ended June 30, 2019

(Continued)

West Westlake
Compliance Area Tested Hollywood Village

Funds were expended for transportation purposes. Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant
Separate Measure R Local Return Account was . .

. Compliant Compliant
established.
Revenues received including allocations, project
generated revenues and interest income was properly Compliant Compliant
credited to the Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant
Timely use of funds. Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable
A separate account was established for Capital reserve . .
funds and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

Finding #2019-001 City of Azusa

Compliance Reference Section B (Il) of Measure R Local Return Program Guideline
states that, “To maintain legal eligibility and meet Measure R
LR program compliance requirements, Jurisdiction shall
submit to LACMTA an Expenditure Plan (Form One),
annually, by August 1%t of each year.

Expenditure Plan (Form One) provides a listing of projects
funded with Measure R LR funds along with estimated
expenditures for the year. For both operating and capital
projects, Part | is to be filled out. For capital projects (projects
over $250,000), Part Il is required. Pursuant to AB2321,
LACMTA will provide LR funds to a capital project or program
sponsor who submits the required expenditure plan.

Condition The City claimed expenditures for the following MRLRF
projects with no prior approval from LACMTA:

a. Project code 1.05, Operations for Signage, Concrete,
Asphalt, Painting, Signals, totaling $393,297; and

b. Project Code 2.00, MR TRIP Bond Reimbursable
Expenditures, totaling $66,661.

These projects were previously approved when the TRIP
bonds were issued in 2016, however, the City is still required
to submit Form One every year, carry over the budget, and
have it approved by LACMTA.

This is a repeat finding from prior year.

Cause The City concurs with the finding that the above projects
should be included in the Expenditure Plan (Form One)
submitted to LACMTA for the projects that will be funded with
Measure R. The finding was caused by an oversight by City
staff.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-001 (Continued)

City of Azusa

Effect

The City claimed expenditures totaling $459,958 without prior
approval from LACMTA. Lack of prior approval results in
noncompliance which could impact future funding or result in
questioned costs that require funding to be returned to
LACMTA.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that approval is obtained from LACMTA
prior to spending on Measure R-funded projects.

Management’s Response

The City relied on a consultant’s assistance to maintain
budgetary overview while staff was on extended medical
leave. Staff has returned and is cross training department
members the LACMTA guidelines. The City will obtain
LACMTA approval prior to spending LACMTA funded
projects.

The City submitted a revised Expenditure Plan (Form One) to
the LACMTA Program Manager and obtained a retroactive
approval of the said project on October 3, 2019.

Finding Corrected During the
Audit

LACMTA Program Manager granted retroactive approval of
the said project on October 3, 2019. No additional follow up
is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-002 City of Baldwin Park

Compliance Reference Measure R Local Return Guidelines Section (A) () states
that, “The Measure R Ordinance specifies that LR funds are
to be used for transportation purposes. No net revenues
distributed to Jurisdictions may be used for purposes other
than transportation purposes”. Also, Section VIl states that,
“It is the jurisdictions’ responsibility to maintain proper
accounting records and documentation to facilitate the
performance of the audit as prescribed in these Guidelines”.

On February 14, 2019, the LACMTA Local Return Program
Manager re-affirmed the memo issued on April 29, 2014
addressed to all Jurisdictions to provide clarification for
adequate salary and related costs documentations for the
audit of the Local Return funds.

Below are recommendations to ensure that jurisdictions
have adequate evidence to support its compliance with the
Local Return Guidelines:

1. All hours are required to be documented. Develop
and/or maintain a system that will keep track of actual
hours worked by employees whose salaries and
benefits were charged to the LACMTA project.
Expenditures claimed based solely on budgeted
amounts is not considered adequate documentation
because it does not reflect actual expenditures incurred
on the LACMTA project and do not provide adequate
evidence that labor hours charged has
transit/transportation purpose. The record of hours
worked must: a) identify the LACMTA project, b) be
authenticated by the employee and approved by his/her
immediate supervisor, and c) tie to hours reported in the
payroll records.

2. Provide adequate support for indirect costs. For indirect
expenditures allocated to LACMTA projects, develop
and/or maintain a system that distributes allowable
expenditures to projects based on causal or beneficial
relationships. Expenditures cannot be claimed on
LACMTA project if the expenditures are not allowable
(i.e., not transportation or transit related) or not allocable
to the LACMTA project (i.e., LACMTA project did not
cause the incurrence of the expenditure or LACMTA
project did not benefit from the expenditure).
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-002 (Continued) City of Baldwin Park

Condition The City claimed salaries and benefits expenditures under
the following projects:

a) Project code 1.05, Street Repairs, Maintenance, Street
Rehabilitation, total amount of $141,655;

b) Project code 1.30, Street Improvements Per New
Complete Streets Policy, total amount of $75,666;

c) Project code 1.90, Street Name Roadway Signs, total
amount of $107,593;

d) Project code 4.90, Bus Stop Share Maintenance, total
amount of $2,858;

e) Project code 5.15, Metrolink Station Maintenance, total
amount of $10,846; and

f) Project code 8.10, Administration of Projects and
Programs, total amount of $146,393.

The salaries and benefits claimed under MRLRF amounting
to $485,011 are based on budget and are not supported by
actual time charges and documented time study or indirect
cost allocation plan for administrative charges. The City
historically claimed those salaries in the previous years
based on actual time charges and those claims were
supported by time sheets. However, because of the change
in the City’s payroll and time reporting system during the
fiscal year, auditor was not able to perform procedures to
determine reasonableness of those charges.

Cause The City changed its payroll system during FY 2018-19.
Employees started entering their timesheet electronically
that replaced the manual timesheet (hard copy). The system
automatically allocates the amounts charged by each
employee to these funds based on the budgeted
percentages.

Effect If the labor charges are not supported by actual time charges
and documented time study or indirect cost allocation plan,
LACMTA will require the City to return the money to the Local
Return Funds.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-002 (Continued) City of Baldwin Park

Recommendation We recommend that the City provide documentation to
support the salaries and benefits charges to MRLRF prior to
FY 2019/20 year end audit. If these documents are not
provided, the City is required to reimburse its MRLRF
accounts the amount of $485,011. In addition, we
recommend that the City establish controls to ensure that the
salaries and benefits charged to the Local Return funds are
adequately supported by timesheets, payroll registers,
personnel action forms with job descriptions, or similar
documentation as required by the Guidelines.

Management’s Response The City changed its payroll system during FY 2018-19.
Employees started entering their timesheet electronically to
replace the manual timesheet. The salaries and benefits
costs are the actual amounts from the City's payroll which is
based on the estimated percentage of work assigned by
Public Works for allocated hours per the prior year's
projections and related projects in FY 2018-19. The
percentage allocation is entered in Tyler Incode 10 financial
system. The system allocates the charges for each
employee to those funds.

Corrective Action Plan

The City will implement a new internal control procedure.
The electronic time entry will be based on the actual hours
worked on each project. We will also prepare
reconciliation/adjustments as needed and/or at year-end.
The time entries will be submitted by employees
electronically and reviewed/approved by their supervisors.
The City will also establish controls to ensure that all salaries
and benefits charged to the Local Return funds are
adequately supported in the future. The City considers the
allocations and the charges mentioned above to be
reasonable and eligible expenses under the local return
guidelines.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure R Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-003

City of Bell Gardens

Compliance Reference

Section B (ll) of Measure R Local Return Program Guideline
states that, “To maintain legal eligibility and meet Measure R
LR program compliance requirements, Jurisdiction shall
submit to LACMTA an Expenditure Plan (Form One),
annually, by August 1%t of each year.

Expenditure Plan (Form One) provides a listing of projects
funded with Measure R LR funds along with estimated
expenditures for the year. For both operating and capital
projects, Part | is to be filled out. For capital projects (projects
over $250,000), Part Il is required. Pursuant to AB2321,
LACMTA will provide LR funds to a capital project or program
sponsor who submits the required expenditure plan.

Condition The City submitted its Expenditure Plan (Form One) on
August 13, 2018, 12 days after the due date of August 1,
2018.

Cause The Expenditure Plan (Form One) was submitted late due to
an oversight by City staff assigned to complete the task.

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Expenditure Plan (Form One) is
submitted by August 15t as required by the Guidelines.

Management’s Response

The City is going to reevaluate the processes that are in
place to ensure forms are submitted to LACMTA timely.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-004 City of Calabasas

Compliance Reference Section B (II) (1) of the Measure R Local Return Program
Guidelines state that “To maintain eligibility and meet
Measure R LR program compliance requirements,
jurisdictions shall submit to LACMTA an Expenditure Plan
(Form One) annually by August 1st of each year.

Expenditure Plan (Form One) provides a listing of projects
funded with Measure R LR funds along with estimated
expenditures for the year.”

Condition The City claimed expenditures under MRLRF Project Code
3.05 Sidewalk and Bike Lane Improvement, totaling $2,645
with no prior approval from LACMTA.

Although we found the expenditures to be eligible for Local
Return funding, the project had no prior approval from
LACMTA.

This is a repeat finding from prior year’s audit.

Cause There are two projects going on in the same corridor;
Mulholland Highway Gap Closure project and Mulholland
Highway Corridor Study project. The Gap Closure project is
the Sidewalk and Bike Lane Improvement project for which
we used $2,645 in FY 2018/19; and the Mulholland Highway
Corridor Study project is planned to begin in FY 2019/20. The
City had confused the two projects on the forms that were
submitted for each because they were discussed at the same
time during last year. The City presumed that they had
included the Gap Closure project on FY 2018/19 Form One,
because that was the intention, and didn’t catch the mix up
until it was identified during the audit.

Effect The City claimed expenditures totaling $2,645 without prior
approval from LACMTA. Lack of prior approvals results in
non-compliance which could impact future funding or result in
questioned costs that require funding to be returned to
LACMTA.

Recommendation We recommend for the City to establish procedures and
controls to ensure that approval is obtained from LACMTA
prior to spending on any local return-funded projects.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-004 (Continued)

City of Calabasas

Management’s Response

Staff and management will ensure that approval is obtained
from LACMTA prior to spending on Measure R funded
projects.

Finding Corrected During the
Audit

LACMTA Program Manager granted a retroactive approval of
the said project on November 15, 2019.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure R Local Return Fund

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-005

City of Calabasas

Compliance Reference

Section B(Il)(3) of the Measure R Local Return Program
Guidelines also states that, “Jurisdictions that use their
Measure R LR funds for recreational transit services must fill
out, sign and submit this form no later than October 15 after
the fiscal year in which the services were rendered”.

Condition The Recreational Transit report was submitted on October
24, 2019, 9 days beyond the due date of October 15, 2019.

Cause The Recreational Transit report was submitted late due to an
oversight by City staff assigned to complete that task.

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Annual Recreational Transit
Report is submitted by October 15 as required by the
Guidelines.

Management’s Response

Staff will ensure all documents are submitted to LACMTA in
a timely manner.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure R Local Return Fund

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-006

City of Malibu

Compliance Reference

Section B(I)(2) of the Measure R Local Return Program
Guidelines states that “...Jurisdictions shall submit to
LACMTA an Expenditure Report (Form Two), annually, by
October 15™ (following the conclusion of the fiscal year)....”

Condition

The City submitted its Expenditure Report (Form Two) on
October 25, 2019, 10 days after the due date of October 15,
2019.

Cause

The City of Malibu’s Finance Manager retired. Due to her
absence and the transition of her responsibilities, the City
was unaware of the deadline. The report was filed prior to
the audit, but not by the October 15 deadline.

Effect

Expenditure Report (Form Two) was not submitted timely as
required by the Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Expenditure Report (Form Two) is
submitted by October 15 as required by the Guidelines.

Management’s Response

An Acting Finance Manager has been appointed and will
monitor future reporting requirements. A calendar of
reporting deadlines has been created.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure R Local Return Fund

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-007

City of Pomona

Compliance Reference

Section B(I)(2) of the Measure R Local Return Program
Guidelines states that “...Jurisdictions shall submit to
LACMTA an Expenditure Report (Form Two), annually, by
October 15™ (following the conclusion of the fiscal year)....”

Condition

The City submitted its Expenditure Report (Form Two) on
October 19, 2019, 4 days after the due date of October 15,
2019.

Cause

The City had adjustments to make as the deadline
approached and wanted to ensure accuracy of the reports
prior to submission.

Effect

Expenditure Report (Form Two) was not submitted timely as
required by the Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Expenditure Report (Form Two) is
submitted by October 15 as required by the Guidelines.

Management’s Response

Internal procedures are in place to ensure timely submission
of the reports to LACMTA. The City will continue to work
diligently to ensure timeliness of the submissions moving
forward.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-008 City of South El Monte

Compliance Reference Section VII of the Measure R Local Return Guidelines states
that, “It is each Jurisdiction’s responsibility to maintain proper
accounting records and documentation to facilitate the
performance of the audit prescribed in these guidelines.”

Condition The City was not able to provide accounting records and
documents that would support the City’s compliance with the
Measure R Local Return Guidelines. The City’s general
ledger is not updated. Account reconciliations, including
bank accounts are behind and the Local Return Funds
reports and Forms submitted to LACMTA do not reconcile
with the accounting records. Accordingly, we were unable to
perform any auditing procedures sufficiently to determine the
City's compliance with the significant compliance
requirements of the Guidelines.

Cause We learned that the City lost several key employees in the
finance and accounting department during the fiscal year
2019. As such, there was delay in the closing of the City’s
books for the fiscal year 2019. Currently, the accounting
personnel and support do not have the institutional
knowledge to ensure the books are updated and
transactions are recorded correctly.

Effect These conditions resulted in delays in producing closing
entries, trial balances, schedules, reconciliations, account
analysis, and other financial reports needed by management
and the auditors to facilitate completion of audit procedures.

The guidelines dictate that LACMTA reserves the right to
suspend or revoke allocation to the City until the completion
of the required audits.

Recommendation We recommend that the City implement internal control
procedures over timely closing of the books. The City should
establish and document proper closing and reconciliation
procedures and assign responsibility for completing the
procedures to specific City personnel. The closing
procedures should be documented in a checklist that
indicates who will perform each procedure and when
completion of each procedure is due and is accomplished.
The timing of specific procedures could be coordinated with
the timing of management’s or the auditor's need for the
information.

We also recommend that the City implement sufficient
controls to ensure compliance with LACMTA guidelines and
other regulatory requirements.

29



SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-008 (Continued)

City of South El Monte

Management’s Response

The City has taken actions to address this finding by hiring
an interim finance director to handle the closing process of
the City’s book of accounts and to make sure that all
accounting records will be made available to the auditors.

Subsequent to the Audit
Deadline

Metro Program Manager sent out a letter to the City on
January 7, 2020 to grant the City requested time extension
to complete the audit by March 31, 2020.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure R Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-009

City of South Gate

Compliance Reference

Section B (ll) of Measure R Local Return Program Guideline
states that, “To maintain legal eligibility and meet Measure R
LR program compliance requirements, Jurisdiction shall
submit to LACMTA an Expenditure Plan (Form One),
annually, by August 1%t of each year.

Expenditure Plan (Form One) provides a listing of projects
funded with Measure R LR funds along with estimated
expenditures for the year. For both operating and capital
projects, Part | is to be filled out. For capital projects (projects
over $250,000), Part Il is required. Pursuant to AB2321,
LACMTA will provide LR funds to a capital project or program
sponsor who submits the required expenditure plan.

Condition The City submitted its Expenditure Plan (Form One) on
August 9, 2018, 8 days after the due date of August 1, 2018.

Cause The Expenditure Plan (Form One) was submitted late due to
an oversight by City staff assigned to complete that task

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Expenditure Plan (Form One) is
submitted by August 15t as required by the Guidelines.

Management’s Response

City staff assigned to complete the Form One has been
advised of the August 15t deadline to submit the report. In
addition, a reminder has been set up on the calendar of the
Director to ensure that the report is completed and submitted
to the LACMTA in a timely fashion.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE R ORDINANCE AND
MEASURE R LOCAL RETURN GUIDELINES

To: Board of Directors of the Los Angeles County Metropolitan Transportation Authority
and Measure R Oversight Committee

Report on Compliance

We have audited the compliance of the forty-nine (49) Cities and the County of Los Angeles identified in
Schedule 1, with the types of compliance requirements described in the Measure R Ordinance enacted
through a Los Angeles County (the County) voter approved law in November 2008; Measure R Local
Return Guidelines, issued by the Los Angeles County Metropolitan Transportation Authority (LACMTA),
approved by its Board of Directors on October 22, 2009 (collectively, the Guidelines); and the respective
Assurances and Understandings Regarding Receipt and Use of Measure R Local Return Funds, executed
by LACMTA and the respective Cities and the County for the year ended June 30, 2019 (collectively, the
Requirements). Compliance with the above noted Guidelines and Requirements by the Cities and the
County are identified in the accompanying Summary of Compliance Findings, Schedule 1 and Schedule 2.

Management’s Responsibility

Compliance with the Guidelines and Requirements is the responsibility of the respective Cities' and the
County’s management.

Auditor’s Responsibility

Our responsibility is to express opinions on the Cities' and the County’s compliance with the Guidelines
and Requirements referred to above based on our audits. We conducted our audits of compliance in
accordance with the auditing standards generally accepted in the United States of America; and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether noncompliance with the types of requirements referred to above
that could have a direct and material effect on the Measure R Local Return program occurred. An audit
includes examining, on a test basis, evidence about each City's and the County’s compliance with the
Guidelines and Requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audits provide a reasonable basis for our opinions on compliance. However, our audits
do not provide a legal determination of each City's and the County’s compliance with the Guidelines and

Requirements.

The CPA. Never Underestimate The Value™
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Opinion

In our opinion, the Cities and the County complied, in all material respects, with the Guidelines and
Requirements referred to above that could have a direct and material effect on the Measure R Local Return
program for the year ended June 30, 2019.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with the Guidelines and Requirements and which are described in the accompanying
Summary of Measure R Audit Results (Schedule 1) and Schedule of Findings and Questioned Costs
(Schedule 2) as Findings #2019-001 through #2019-014. Our opinion is not modified with respect to these
matters.

Responses by the Cities to the noncompliance findings identified in our audits are described in the
accompanying Schedule 2 - Schedule of Findings and Questioned Costs. The Cities’ responses were not
subjected to the auditing procedures applied in the audit of compliance, and accordingly, we express no
opinion on the responses.

Report on Internal Control Over Compliance

The management of each City and the County is responsible for establishing and maintaining effective
internal control over compliance with the Guidelines and Requirements referred to above. In planning and
performing our audits of compliance, we considered each City’s and the County’s internal control over
compliance with the Guidelines and Requirements that could have a direct and material effect on the
Measure R Local Return program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance and to test and report on internal
control over compliance in accordance with the Guidelines and Requirements, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of each City’s and the County’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, we identified certain
deficiencies in internal control over compliance that we consider to be material weaknesses and significant
deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance under the Guidelines and Requirements on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance under the Guidelines and Requirements will not be prevented, or detected and corrected,
on a timely basis. We consider the deficiencies in internal control over compliance described in the
accompanying Schedule of Findings and Questioned Costs (Schedule 2) as Findings #2019-001 and #2019-
003 to be material weaknesses.
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A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with the Guidelines and Requirements that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by
those charged with governance. We consider the deficiencies in internal control over compliance described
in the accompanying Schedule of Findings and Questioned Costs (Schedule 2) as Finding #2019-012 to be
a significant deficiency.

The responses by the Cities to the internal control over compliance findings identified in our audits are
described in the accompanying Schedule of Findings and Questioned Costs (Schedule 2). The responses by
the Cities were not subject to the auditing procedures applied in the audit of compliance and, accordingly,
we express no opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
on internal control over compliance and the results of that testing based on the requirements of the
Guidelines and Requirements. Accordingly, this report is not suitable for any other purpose.

Los Angeles, California
December 31, 2019



Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Compliance Findings
Fiscal Year Ended June 30, 2019

The audit of the 49 cities and the County identified in Schedule 1 have resulted in 14 findings. The table
below shows a summary of the findings:

] - ) Resolved
o # of Responsible Cities/ Questioned During the
Finding Findings Finding Reference Costs Audit

Funds were expended for 2 Downey (#2019-003) $ 24,802 $ -
transportation purposes Glendora (#2019-005) 6,145 -
Claremont (#2019-002) 74,751 74,751

Funds were expended prior to 4 Lancaster (#2019-007) 2,014 2,014
LACMTA'’s approval Manhattan Beach (#2019-008) 930 930
Torrance (#2019-013) 681,615 681,615

. Avalon (#2019-001) None None
Ev’;';’en”o(i';‘ljjfrﬂt?: d(tf%g“ One) 3 San Gabriel (#2019-010) None None
y Temple City (#2019-012) None None

El Segundo ((#2019-004) None None

. La Habra Heights (#2019-006) None None
Ev);gennoilgtrt?mﬁftzgrttigelorm Two) 5 Manhattan Beach (#2019-009) None None
y Signal Hill (#2019-011) None None

Whittier (#2019-014) None None

Total Findings and 14 $ 790,257 | $ 759,310

Questioned Costs

Details of the findings are in Schedule 2.




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

SCHEDULE 1

Compliance Area Tested Alhambra Arcadia Artesia
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable Compliant | Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Avalon Bellflower Bradbury
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely See Finding Compliant Compliant

' #2019-001

Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Compliant

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Burbank Cerritos Claremont
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.

. , . . See Finding

Funds were expended with LACMTA’s approval. Compliant Compliant 49019-002
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable | Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Compliant

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Diamond
Compliance Area Tested Covina Bar Downey

. . . See Finding
Funds were expended for transportation purposes Compliant Compliant 42019-003
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable | Not Applicable | Compliant

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Duarte El Segundo Glendale
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA'’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely Compliant See Finding Compliant

' #2019-004

Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Compliant

Not Applicable

Compliant

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Hawaiian Hermosa
Compliance Area Tested Glendora Gardens Beach
Funds were expended for transportation purposes See Finding Not Applicable | Compliant
#2019-005

Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Not Applicable | Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Not Applicable | Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

La Cafada La Habra
Compliance Area Tested Flintridge Heights La Mirada
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely Compliant See Finding Compliant
' #2019-006
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested La Verne Lakewood Lancaster
Funds were expended for transportation purposes Not Applicable Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there | Not Applicable Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.

. , . . See Finding

Funds were expended with LACMTA'’s approval. Not Applicable Compliant #2019-007
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable Compliant | Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Compliant
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Los Angeles
Compliance Area Tested Lomita Long Beach City

Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA'’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable Compliant Compliant

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Los Angeles Manhattan
Compliance Area Tested County Beach Monrovia
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the . Compliant Compliant
Measure R Local Return Account. Compliant
: , . See Finding .
Funds were expended with LACMTA’s approval. Compliant #2019-008 Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely Compliant See Finding Compliant
' P #2019-009
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Palos Verdes

Compliance Area Tested Norwalk Palmdale Estates
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Compliant

Not Applicable

Compliant

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Rancho

Compliance Area Tested Paramount Pasadena Palos Verdes
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable | Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

. ) Rolling Hills

Compliance Area Tested Redondo Beach  Rolling Hills Estates
Funds were expended for transportation purposes Compliant Not Applicable Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Not Applicable Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Comoliant Compliant
Measure R Local Return Account. P
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve funds . . .
and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable Compliant
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested San Dimas San Gabriel San Marino
Funds were expended for transportation purposes Compliant Compliant Not Applicable
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant  |Not Applicable

. . . . See Finding .

Expenditure Plan (Form One) was submitted timely. Compliant #2019-010 Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Santa Clarita Sierra Madre Signal Hill
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant Compliant
. . . . . See Finding
Expenditure Report (Form Two) was submitted timely. Compliant Compliant
#2019-011
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

South
Compliance Area Tested Pasadena Temple City Torrance

Funds were expended for transportation purposes Compliant Not Applicable Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Not Applicable Compliant
is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separate Measure R Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure R Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Not Applicable See Finding

#2019-013

. . . . See Finding .

Expenditure Plan (Form One) was submitted timely. Compliant #2019-012 Compliant
Expenditure Report (Form Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable

20




SCHEDULE 1
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

Compliance Area Tested West Covina Whittier

Funds were expended for transportation purposes Compliant Compliant

Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant
is a funding shortfall.

Signed Assurances and Understandings on file. Compliant Compliant

Separate Measure R Local Return Account was established. Compliant Compliant

Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant
Measure R Local Return Account.

Funds were expended with LACMTA’s approval. Compliant Compliant
Expenditure Plan (Form One) was submitted timely. Compliant Compliant
Expenditure Report (Form Two) was submitted timely Compliant See Finding

' #2019-014
Timely use of funds Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable

A separate account was established for Capital reserve funds

and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable

Recreational transit form was submitted timely. Not Applicable | Not Applicable
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

Finding #2019-001 City of Avalon

Compliance Reference According to Measure R Local Return Guidelines Section B (Il), “To
maintain legal eligibility and meet Measure R LR program compliance
requirements, Jurisdictions shall submit to LACMTA an Expenditure Plan
(Form One), annually, by August 1st of each year.”

Condition The City did not submit the Expenditure Plan (Form One) to LACMTA by
August 1, 2018.

However, the City submitted the Form One late on August 7, 2018.

This is a repeat finding from the prior two fiscal years.

Cause The late submission was due to an oversight.

Effect The City’s Expenditure Plan (Form One) was not submitted to LACMTA by
August 1st, as required by Measure R Local Return Guidelines.

Recommendation We recommend that the City establish internal control procedures to ensure
that the Expenditure Plan (Form One) is properly prepared and submitted
prior to the August 1st deadline, and that the City retain a confirmation of
receipt by LACMTA to comply with the Measure R Local Return Guidelines.

Management’s Response | Management will ensure to submit the Form One by the due date going
forward.

Finding Corrected During | The City submitted the Form One on August 7, 2018. No follow-up is
the Audit required.

22



SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-002 City of Claremont

Compliance Reference According to Measure R Local Return Guidelines, Section B.VIILA,
Financial and Compliance Provisions, “The Measure R LR Audits shall
include, but not limited to, verification of adherence to the following
financial and compliance provisions of these guidelines: Verification that
funds were expended with Metro’s approval.”

Condition During FY 2018-19, the City used Measure R Local Return funds for Project
Code 1.20, Farmers Market Bollards in the amount of $74,751; however, the
funds for the Project were expended prior to LACMTA’s approval as the
Project was not reported on the Form-One.

Cause It was due to City staff’s oversight. The City was not aware of the
requirement to submit an amended Form-One for next projects added during
the year.

Effect The City did not comply with the Measure R Local Return Guidelines.

Recommendation We recommend that the City strengthen internal control procedures by

obtaining prior approval from LACMTA for all projects that are funded by
Measure R Local Return Funds before incurring expenditures. We also
recommend that the City obtain LACMTA'’s retroactive approval for any
new projects that are not reported on the original Form-One.

Management’s Response The City will establish procedures to ensure approvals of expenditures are
received from LACMTA as well as the timely filing of all required forms
going forward.

Finding Corrected During | As a result of the audit, the City submitted an updated Form-One to
the Audit LACMTA and received retroactive approval on the project on December 5,
2019. No follow-up is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-003 City of Downey

Compliance Reference According to Measure R Local Return Guidelines, Section A.l, "The
Measure R Ordinance specifies that Local Return funds are to be used for
transportation purposes. No net revenue distributed to Jurisdictions may be
used for purposes other than transportation purposes.” and Section B.VII, "It
is the Jurisdictions' responsibility to maintain proper accounting records and
documentation to facilitate the performance of audit prescribed in these
guidelines.” In addition, LACMTA Local Return Program Manager issued
amemo dated on April 29, 2014 to jurisdictions to provide recommendations
to ensure that jurisdictions have adequate evidence to support its compliance
with the Local Return Guidelines, those recommendations are "that an
electronic system is acceptable as long as how much time is identified on the
project (i.e. not just a clock-in-clock-out system) and this non-timesheet
system, excel file or other, is authenticated by the employee and approved
by one's supervisor." Also, "(4) Where employees work on multiple
activities or cost objectives, a distribution or their salaries or wages will be
supported by personnel activity reports or equivalent documentation which
meets the standards in subsection (5) unless a statistical sampling system
(see subsection (6)) or other substitute system has been approved by the
cognizant Federal agency. Such documentary support will be required where
employees work on:

(b) A Federal award and non-Federal award.

(5)  Personnel activity reports or equivalent documentation must meet the
following standards:

@) They must reflect an after the fact distribution of the actual
activity of each employee,

(e) Budget estimates or other distribution percentages determined
before the services are performed do not qualify as support for
charges to Federal awards but may be used for interim accounting
purposes, provided that (i) the governmental unit's system for
establishing the estimates produces reasonable approximations of the
activity actually performed; (ii) at least quarterly, comparisons of
actual costs to budgeted distributions based on monthly activity
reports are made. Costs charged to Federal awards to reflect
adjustments made as a result of the activity actually performed may
be recorded annually if the quarterly comparisons show the
differences between budgeted and actual costs are less than ten
percent; and (iii) the budget estimates or other distribution
percentages are revised as least quarterly, if necessary, to reflect
changed circumstances."
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-003 City of Downey
(Continued)

Condition To support the propriety of expenditures being charged to Measure R Local
Return Fund, payroll expenditures should be supported by properly executed
payrolls, time records, activity reports, vouchers, or other official
documentation evidencing in proper detail the nature of the charges.
However, the salaries and benefits charged to Public Works Executive
Management Salary Project Code 8.10 in the amount of $24,802 was based
on an estimate of a percentage of time spent on MRLRF activity rather than
the employee's actual working hours spent on the project. Although the City
provided a time study listing of the employees charged to MRLRF, the
payroll costs and benefits were based on estimated percentages of the time
spent on the projects. Moreover, the hours were not adjusted to reflect the
"true™ hours worked on the projects at the end of the fiscal year 2018-19.

This is a repeat finding from the prior three fiscal years.

Cause The City allocates administrative charges based on time study from 2011-12.
The same percentage allocation has been used in prior fiscal years in which
the City believed is still relevant today as when the study was completed.

Effect The payroll costs claimed under the Measure R Local Return Fund project may
include expenditures which may not be an allowable Measure R project
expenditures. This resulted in questioned costs of $24,802.

Recommendation In accordance with the Guidelines, we recommend that the City reimburse
its Measure R Local Return Fund account for $24,802. In addition, we
recommend that the City revise its current labor costs reporting procedures
to ensure that labor costs charged to Local Return Funds are adequately
supported by time sheets or similar documentation which includes
employees' actual working hours.

Management’s Response The City management agrees that the amounts were based on a time study
from 2011-12. However, the City believes the percentage charged to all City
funds (Enterprise, Special Revenue, Successor Agency) for administration
are less than the actual payroll costs incurred for the program. In fiscal year
2018-19, as opposed to the time study from fiscal year 2011-12, the program
was internally administered adding to administrative time. In fiscal year
2019-20, the City will implement KRONQOS, an online-based timekeeping
system, for the staff to properly allocate the actual time spent on projects and
be able to track the time spent on each program. With the implementation of
this system, the City will be able to charge administrative costs directly to
the program.

25



SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-004 City of El Segundo

Compliance Reference According to Measure R Local Return Guidelines, Section B Administrative:
Reporting Requirements — Expenditure Report (Form Two), “The submittal
of an Expenditure Report (Form Two) is also required to maintain legal
eligibility and meet Measure R Local Return program compliance
requirements. Jurisdictions shall submit a Form Two, to LACMTA annually,
by October 15th (following the conclusion of the fiscal year).

Condition The City did not meet the October 15, 2019 deadline for submission of Form
Two. However, the City submitted the Form Two on October 28, 2019.

Cause This was an oversight by the City.
Effect The City did not comply with Measure R Local Return Guidelines.
Recommendation We recommend that the City strengthen internal control procedures to ensure

that the Form Two is properly prepared and submitted before the due date of
October 15 to meet Measure R Local Return Guidelines.

Management’s Response | The City’s fiscal year ends on September 30, 2019, and the reports were not
finalized as of October 15, 2019. City staff submitted the Form Two on
October 28, 2019 when the reports were more accurate. In the future the City
will make sure to submit Form Two by the October 15th deadline to ensure
compliance with the regulations.

Finding Corrected During | The City’s Form Two was submitted on October 28, 2019. No follow-up is
the Audit required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-005 City of Glendora

Compliance Requirement | According to Measure R Local Return Guidelines, Section A.l, "The Measure
R Ordinance specifies that Local Return funds are to be used for
transportation purposes. No net revenue distributed to Jurisdictions maybe
used for purposes other than transportation purposes.” and Section B.VII, "It
is the Jurisdictions' responsibility to maintain proper account' ng records and
documentation to facilitate the performance of audit prescribed in these
guidelines.”

In addition, LACMTA Local Return Program Manager issued a memo dated
on April 29, 2014 to jurisdictions to provide recommendations to ensure that
jurisdictions have adequate evidence to support its compliance with the Local
Return Guidelines, those recommendations are "that an electronic system is
acceptable as long as how much time is identified on the project (i.e. not just
a clock-in-clock-out system) and this non-timesheet system, excel file or
other, is authenticated by the employee and approved by one' s supervisor."
Also, "(4) Where employees work on multiple activities or cost objectives, a
distribution or their salaries or wages will be supported by personnel activity
reports or equivalent documentation which meets the standards in subsection
(5) unless a statistical sampling system (see subsection (6)) or other substitute
system has been approved by the cognizant Federal agency. Such
documentary support will be required where employees work on:
(b) Federal award and non-Federal award.
(5) Personnel activity reports or equivalent documentation must meet the
following standards:

(b) They must reflect an after the fact distribution of the actual activity

of each employee,

(f) Budget estimates or other distribution percentages determined
before the services are performed do not qualify as support for charges to
Federal awards but may be used for interim accounting purposes, provided
that: (i) the governmental unit's system for establishing the estimates produces
reasonable approximations of the activity actually performed; (ii) at least
quarterly, comparisons of actual costs to budgeted distributions based on
monthly activity reports are made. Costs charged to Federal awards to reflect
adjustments made as a result of the activity actually performed may be
recorded annually if the quarterly comparisons show the differences between
budgeted and actual costs are less than ten percent; and (iii) the budget
estimates or other distribution percentages are revised as least quarterly, if
necessary, to reflect changed circumstances."
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-005 City of Glendora
(Continued)
Condition During the testing of payroll, the City provided both timesheets and the

Special Funding Time Certification (Certification), a supplemental form for
the timesheet that is signed by an employee and an employee's supervisor.
The Certification provides the detail breakdown of hours worked for the
respective LRF in all payroll periods during fiscal year 2019. However, we
noted that the employee hours charged to the following MRLRFs did not
agree to the hours indicated on the Certification as shown below:

a) Of the eighteen (18) payroll samples, fifteen (15) payroll was over-
charged to MRLRF totaling $6,145.

Upon inquiry, it was noted that the City's payroll allocation schedule was used
to record payroll costs in the City's accounting records. However, the City did
not properly reconcile the hours worked between the Certification and the
payroll allocation schedule resulting to payroll overcharges MRLRF.

Cause The City was not aware that its practice of time certification was not
comparable to labor costs claimed on the timesheet.

Effect The unreconciled variances on the payroll charges resulted in questioned costs
of $6,145 for MRLRF.

Recommendation In accordance with the Guidelines, we recommend that the City reimburse its

Measure R Local Return Account for $6,145. In addition, we recommend that
the City establish controls to ensure that the payroll costs charged to the Local
Return funds are adequately supported by timesheet, payroll register, personal
actions or similar documentation so that the Local Return expenditures are in
compliance with the Guidelines.

Management’s Response The City will modify its existing procedures to ensure accurate collection of
time and effort documentation to support the salaries and benefits charged to
MRLRF. These controls will ensure salary charges were expended properly
on local return approved projects.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-006

City of La Habra Heights

Compliance Requirement

According to Measure R Local Return Guidelines, Section B.Il.2,
Expenditure Report (Form Two): “The submittal of an Expenditure Report
(Form Two) is also required to maintain legal eligibility and meet Measure R
LR program compliance requirements. Jurisdictions shall submit a Form
Two, to LACMTA annually, by October 15th (following the conclusion of
the fiscal year).”

Condition The City did not meet the October 15, 2019 deadline for submission of the
Form Two. However, the City submitted the Form Two on October 17, 2019.

Cause It was due to the staff’s oversight.

Effect The City did not comply with the Measure R Local Return Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the Form
Two is submitted before the due date of October 15th in accordance with the
Measure R Local Return Guidelines. Furthermore, we recommend that the
City retain a confirmation of receipt by LACMTA to indicate the Form Two
was submitted in a timely manner.

Management’s Response

The City will establish procedures to ensure the timely filing of all required
listings. In addition, the City will retain a confirmation of receipt by
LACMTA to indicate the Form Two was submitted in a timely manner.

Findings Corrected During
the Audit

The City subsequently submitted the Form Two on October 17, 2019. No
follow-up is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-007 City of Lancaster

Compliance Reference According to Measure R Local Return Guidelines, Section B.VILA,
Financial and Compliance Provisions, “The Measure R LR Audits shall
include, but not limited to, verification of adherence to the following financial
and compliance provisions of these guidelines: Verification that funds were
expended with Metro’s approval.”

Condition During FY 2018-19, the City used Measure R Local Return funds for the
project 1.05- Lancaster Blvd Road Diets, 10th St W to Valley Central Way
in the amount of $2,014 prior to LACMTA’s approval as the Project was not
reported on the Expenditure Plan (Form One).

Cause The City did not submit an accurate and complete Form One with a listing of
projects to Metro due to an oversight.

Effect The City was not in compliance with Measure R Local Return Guidelines in
obtaining an approval from LACMTA prior to expenditure of funds.

Recommendation We recommend that the City strengthen internal control procedures to ensure
all expenditures are approved by LACMTA prior to expending the funds by
submitting a complete and accurate Form One to LACMTA.

Management’s Response | Staff did not submit corrected Form One on time with the updated
information due to staff turnover.

Finding Corrected During | The City’s revised Form-One was submitted and retroactively approved by
the Audit LACMTA Program Manager on December 10, 2019. No follow-up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure R Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-008 City of Manhattan Beach

Compliance Reference According to Measure R Local Return Guidelines, Section B.VIILA,
Financial and Compliance Provisions, “The Measure R LR Audits shall
include, but not limited to, verification of adherence to the following financial
and compliance provisions of these guidelines: Verification that funds were
expended with Metro’s approval.”

Condition The City used Measure R Local Return funds for 1.05 Street Resurfacing:
1100 Block of 3rd Street project in the amount of $930 prior to LACMTA'’s
approval.

Cause The City did not submit the complete Expenditure Plan (Form-One) to

LACMTA due to an oversight.

Effect The City did not comply with the Measure R Local Return Funds Guidelines.

Recommendation We recommend that the City strengthen internal control procedures by
obtaining prior approval from LACMTA for all projects that are funded by
Measure R Local Return Funds before incurring expenditures. We also
recommend that the City obtain LACMTA’s retroactive approval for any new
projects that are not reported on the original Form-One.

Management’s Response | The City did not submit an amended Form-One with updated information on
time, since the guideline was not clear regarding submissions after the August
1 deadline.

Finding Corrected During | The City’s revised Form-One was submitted and retroactively approved by
the Audit LACMTA on November 7, 2019. No follow-up is required.
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(Continued)

Finding #2019-009 City of Manhattan Beach

Compliance Reference According to Measure R Local Return Guidelines, Section B Administrative:
Reporting Requirements — Expenditure Report (Form-Two), “The submittal
of an Expenditure Report (Form Two) is also required to maintain legal
eligibility and meet Measure R Local Return program compliance
requirements. Jurisdictions shall submit a Form Two, to LACMTA annually,
by October 15th (following the conclusion of the fiscal year).

Condition The City did not meet the October 15, 2019 deadline for submission of Form
Two. However, the City submitted the Form Two on October 18, 20109.

Cause This was an oversight by the City due to onsite ERP implementation training.

Effect The City was not in compliance with the Measure R Local Return Funds
Guidelines.

Recommendation We recommend that the City strengthen internal control procedures to ensure

that the Form-Two is properly prepared and submitted before the due date of
October 15 to meet the Measure R Local Return Guidelines.

Management’s Response | The City was delayed in submitting the Form Two on or before the deadline
due to onsite ERP implementation training. The City will endeavor to submit
it on or before the deadline in the future.

Finding Corrected During | The City’s Form-Two was submitted on October 18, 2019. No follow-up is
the Audit required.
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(Continued)

Finding #2019-010 City of San Gabriel

Compliance Reference According to Measure R Local Return Guidelines Section B (Il), “To
maintain legal eligibility and meet Measure R LR program compliance
requirements, Jurisdictions shall submit to LACMTA an Expenditure Plan
(Form One), annually, by August 1st of each year.”

Condition The City did not meet the August 1, 2018 deadline for submission of Form
One. However, the City submitted the Form One on August 22, 2018.

Cause The person responsible for the submission of the reports has since retired
from the City. As a result, the City was not able to determine the reason for
the late filing.

Effect The City’s Form One was not submitted timely.

Recommendation We recommend that the City establish procedures to ensure that the Form

One is properly prepared and submitted before the due date of August 1st so
that the City's expenditures of the Measure R Local Return Funds will be in
accordance with LACMTA's approval and the Guidelines. Furthermore, we
recommend the City retain a confirmation of receipt by LACMTA to indicate
the form was submitted in a timely manner.

Management’s Response | To ensure that all future filings will be submitted timely, the reporting
responsibility has been reassigned and calendared.

Finding Corrected During | The City subsequently submitted the Form One on August 22, 2018. No
the Audit follow- up is required.
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Measure R Local Return Fund
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(Continued)

Finding #2019-011 City of Signal Hill

Compliance Reference According to Measure R Local Return Guidelines, Section B, “Jurisdictions
shall submit a Form Two, to LACMTA annually, by October 15th (following
the conclusion of the fiscal year).”

Condition The City did not meet the October 15, 2019 deadline for submission of the
Expenditure Report (Form Two). However, the City submitted the Form Two
on October 23, 2019.

Cause It was due to an oversight.

Effect The City’s Form Two was not submitted timely. The City did not comply
with Measure R Local Guidelines.

Recommendation We recommend the City strengthen internal control procedures to ensure that
the Form Two is properly prepared and submitted before the due date of
October 15th in accordance with Measure R Local Return Guidelines.
Furthermore, we recommend the City retain a confirmation of receipt from
LACMTA to indicate the form was submitted in a timely manner.

Management’s Response | This was due to staff turnover in the Public Works Department. As soon as
the Finance Department became aware, Form Two was submitted to
LACMTA.

Finding Corrected During | The City’s Form Two was submitted and retroactively approved by
the Audit LACMTA on October 23, 2019. No follow-up is required.
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(Continued)

Finding #2019-012 City of Temple City

Compliance Reference According to Measure R Local Return Guidelines Section B (Il), “To
maintain legal eligibility and meet Measure R LR program compliance
requirements, Jurisdictions shall submit to LACMTA an Expenditure Plan
(Form One), annually, by August 1st of each year.”

Condition The City did not meet the August 1, 2018 deadline for submission of Form
One. However, the City submitted the Form One on August 7, 2018.

This is a repeat finding from the prior fiscal year.

Cause The preparation and submission of the form was assigned to a new employee
who was not aware of the deadline.

Effect The City’s Form One was not submitted timely as required by Measure R
Local Return Guidelines.

Recommendation We recommend that the City establish procedures to ensure that the Form
One is properly prepared and submitted before the due date of August 1st so
that the City's expenditures of the Measure R Local Return Funds will be in
accordance with LACMTA's approval and the Guideline. Furthermore, we
recommend the City to retain a confirmation of receipt by LACMTA to
indicate the form was submitted in a timely manner.

Management’s Response | In FY 2019-20, the newly assigned employee has been made aware of the
reporting deadline and has attended the necessary LACMTA training
workshops.

Finding Corrected During | The City subsequently submitted the Form One on August 7, 2018. No
the Audit follow-up is required.
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Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-013 City of Torrance

Compliance Reference According to Measure R Local Return Guidelines, Section B, II. 1,
Expenditure Plan (Form One), states “Form One provides a listing of projects
funded with Measure R LR funds along with estimated expenditures for the
year.” Section B.VIIL.A, Financial and Compliance Provisions, “The Measure
R LR Audits shall include, but not limited to, verification of adherence to the
following financial and compliance provisions of these guidelines:
Verification that funds were expended with Metro’s approval.”

Condition During FY 2018-19, the City used Measure R Local Return funds for an
eligible Project Code 3.05 - T-115 Downtown Torrance Pedestrian
Improvement Project (Project) in the amount of $681,615; however, the funds
for the Project were expended prior to LACMTA’s approval as the Project
was not reported on the Form-One.

On December 13, 2019, the City submitted the revised Form-One to obtain
LACMTA’s retroactive approval and received subsequent approval on
December 13, 2019.

Cause The City represented that the Project was not reported on the Form-One
because the Project was not budgeted by the City prior to August 1, 2018.
Subsequently, the City budgeted for the Project and incurred expenditures
which were reported on the Form-Two.

Effect The City did not comply with the Measure R Local Return Guidelines.

Recommendation We recommend that the City strengthen its internal control procedures by
obtaining prior approval from LACMTA for all projects that are funded by
Measure R LR Funds before incurring expenditures.

We also recommend that the City work closely with the City Council to
obtain timely approval for all Measure R LR projects prior to the expenditures
of funds, and the Form One is property prepared and submitted to LACMTA
before the due date of August 1.

Management’s Response | The Downtown Torrance Pedestrian Improvement, T-115 (“T-115 Project”)
is an eligible Measure R-LR project conforming to the requirements in MR-
LR Guidelines Section A Policy, Subsection Il Measure R Uses and
Conditions for Project Eligibility beginning on page 2.

On August 14, 2018, the Torrance City Council approved $900,000 of
FY2018-19 Measure R-LR funds for the T-115 Project. This approval
occurred AFTER the August 1 annual deadline for submitting the Form R-
One. Therefore, the City was correct and accurate not to include (budget) the
T-115 Project on the Form R-One submitted by August 1, 2018, as the budget
for use of these Measure R-LR funds was not yet approved by the City.
(Continued)
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Finding #2019-013 City of Torrance
(Continued)

Management’s Response | MR-LR Guidelines Section B Administrative, Subsection 1l Reporting
(Continued) Requirements, Paragraphs 1 through 4 on pages 8 and 9 indicate repeatedly
that the submittal of the Form R-One is only required ANNUALLY and by
August 1 and Form R-Two is required ANNUALLY and by October 15.
There is no requirement in the MR-LR Guidelines for a Jurisdiction to submit
a “revised” Form R-One, nor a Form R-One, more frequently than annually.

The MR-LR Guidelines are, in fact, explicitly clear in Measure R Local
Return Guidelines Section B Administrative, Subsection 1l Reporting
Requirements, Paragraph 4 that a Form R-One for a “New, amended, ongoing
and carryover projects; Capital projects require additional information” is due
ANNUALLY and on August 1.

Additionally, MR-LR Guidelines Section B Administrative, Subsection Il
Reporting Requirements beginning on page 8 do not prohibit a Jurisdiction
from obtaining approval by Metro AFTER incurring eligible expenditures.
Furthermore, MR-LR Guidelines Section B Administrative, Subsection VII
Audit Section, Paragraph A Financial and Compliance Provisions beginning
on page 11 supports Metro’s authority to approve eligible expenditures before
or after they are incurred. The Auditor’s role is to verify if Metro approves of
the expenditure of funds. The City reported the T-177 Project expenditures
on the FY2018-19 Expenditure Report submitted to Metro on October 15,
2019, as required by the MR-LR Guidelines. On October 17, 2019, Metro
acknowledged by email the City’s submittal of the FY2018-19 Expenditure
Report and did not indicate any concerns or non-approval.

In our opinion, the City fully complied with the requirements in the MR-LR
Guidelines to maintain legal eligibility of the use of Measure R-LR funds,
including accurate and timely reporting. The City spent the funds on an
eligible T-115 Project. Metro approved of the eligible expenditures.
Therefore, the City objects to this finding.

Finding Corrected During | On December 13, 2019, the City received retroactive approval from
the Audit LACMTA, Program Manager, to expend Measure R funds for project entitled
3.05 - T-115 Downtown Torrance Pedestrian Improvement Project. No
follow-up is required.
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Finding #2019-013 City of Torrance
(Continued)

Auditor’s Rejoinder The City’s management responded to Finding #2019-013 by stating that the
“T-115 Project” was an eligible project which conformed to the requirements
set forth in the Measure R Local Return Guidelines, and that there are no
requirements to submit a “revised” Form-One.

However, Measure R Local Return Guidelines, B, I, 1, states “Form One
provides a listing of projects funded with Measure R LR funds along with
estimated expenditures for the year.” The City was not in compliance with
the requirement to submit a Form One which provides a listing of projects
funded with Measure R LR funds with estimated expenditures for the fiscal
year 2019, which is also the means by which the City obtains Metro’s
approval of Measure R LR funded projects. Additionally, it is the
jurisdiction’s responsibility to obtain its City Council’s approval of a
project’s budget promptly and to properly prepare its Form One with a
complete list of projects funded with Measure R LR funds to Metro. The
City’s management also stated in their responses that the Measures R Local
Return Guidelines require jurisdictions to submit a Form One annually.
However, the Guidelines do not prohibit a City from submitting an amended
Form One or a separate request to Metro to obtain project approval prior to
expending the funds during the fiscal year. The intent of the Guidelines, B,
Il, 4, Form One DETERMINATION is for jurisdictions to obtain Metro’s
approval of new, amended, ongoing, and carryover projects annually and
prior to expending the funds.

Additionally, the City’s management stated in their response that the Measure
R Local Return Guidelines “do not prohibit a Jurisdiction from obtaining
approval by Metro AFTER incurring eligible expenditures.” We disagree
with the City’s statement on the basis that Section B, VII, A of the Measure
R Local Return Guidelines clearly state that expenditures require
“Verification that funds were expended with Metro’s approval” (Auditors
have added the underscore for emphasis). In our opinion, the preposition
“with” can only be interpreted as occurring temporally before or
concomitantly with Metro’s approval, and that funds should not be expended
without said approval. Because the City expended funds without Metro’s
approval, we stand by our compliance finding and recommendation.
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Finding #2019-014 City of Whittier

Compliance Reference According to Measure R Local Return Guidelines, Section B (11.2),
“Jurisdictions shall submit a Form Two, to LACMTA annually, by October
15th (following the conclusion of the fiscal year).”

Condition The City did not meet the October 15, 2019 deadline for submission of
Expenditure Report Form Two to LACMTA. The City subsequently
submitted the Form Two on October 30, 2019.

Cause The late submission of Form Two was caused by the transition of City staff.
The employee responsible for the submission of the form has since left the
City due to retirement.

Effect The City’s Form Two was not submitted timely as required by Measure R
Local Return Guidelines.

Recommendation We recommend that the City establish procedures to ensure that the Form
Two (Expenditure Report) is properly prepared and submitted before the due
date of October 15th so that the City's expenditures of the MRLRF will be in
accordance with LACMTA's approval and the guidelines. Furthermore, we
recommend that the City retain a confirmation of receipt by LACMTA to
indicate the form was submitted in a timely manner.

Management’s Response | In the future, the City management will ensure timely submission of Form
Two.

Finding Corrected During | The City subsequently submitted the Form Two on October 30, 2019. No
the Audit follow-up is required.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE M ORDINANCE AND
MEASURE M LOCAL RETURN GUIDELINES

To: Board of Directors of the Los Angeles County Metropolitan Transportation Authority
and Measure M Independent Taxpayer Oversight Committee

Report on Compliance

We have audited the compliance of the thirty-nine (39) Cities identified in Schedule 1, with the types
of compliance requirements described in the Measure M Ordinance enacted through a Los Angeles
County voter-approved law in November 2016; Measure M Local Return Guidelines, issued by the
Los Angeles County Metropolitan Transportation Authority (LACMTA), approved by its Board of
Directors on June 22, 2017 (collectively, the Guidelines); and the respective Assurances and
Understandings Regarding Receipt and Use of Measure M Local Return Funds, executed by
LACMTA and the respective Cities for the year ended June 30, 2019 (collectively, the
Requirements). Compliance with the above noted Guidelines and Requirements by the Cities are
identified in the accompanying Summary of Compliance Findings, Schedule 1 and Schedule 2.

Management’s Responsibility

Compliance with the Guidelines and Requirements is the responsibility of the respective
management of the Cities.

Auditors’ Responsibility

Our responsibility is to express opinions on the Cities’ compliance with the Guidelines and
Requirements referred to above based on our audits. We conducted our audits of compliance in
accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether noncompliance with the types of requirements
referred to above that could have a direct and material effect on the Measure M Local Return
program occurred. An audit includes examining, on a test basis, evidence about each City’s
compliance with the Guidelines and Requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audits provide a reasonable basis for our disclaimer and unqualified opinions on
compliance. However, our audits do not provide a legal determination of each City’s compliance with
the Guidelines and Requirements.

An independently owned member

RSM US Alliance
0. @

1 RSM



Basis for Disclaimer of Opinion on City of South El Monte

As described in the accompanying Summary of Compliance Findings (Finding #2019-005), the City
of South El Monte was not able to provide accounting records and documents that would support the
City’s compliance with the Guidelines and Requirements. Accordingly, we were unable to perform
any auditing procedures sufficiently to determine the City’s compliance.

Disclaimer of Opinion on City of South ElI Monte

Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph,
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on the City of South El Monte’s compliance with the Guidelines and Requirements referred
to above. Accordingly, we do not express an opinion on the City of South El Monte’s compliance with
the Guidelines and Requirements.

Ungualified Opinion on Compliance of all Cities except City of South El Monte

In our opinion, as described in Schedule 2, the Cities complied, in all material respects, with the
Guidelines and Requirements referred to above that could have a direct and material effect on the
Measure M Local Return program for the year ended June 30, 2019.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to
be reported in accordance with the Guidelines and Requirements and which are described in the
accompanying Summary of Audit Results (Schedule 1) and Schedule of Findings and Questioned
Costs (Schedule 2) as Findings #2019-001 through #2019-007. Our opinion is not modified with
respect to these matters.

Responses by the Cities to the noncompliance findings identified in our audits are described in the
accompanying Schedule of Findings and Questioned Costs (Schedule 2). The Cities’ responses
were not subjected to the auditing procedures applied in the audit of compliance, and accordingly,
we express no opinion on the responses.

Report on Internal Control over Compliance

The management of each City is responsible for establishing and maintaining effective internal
control over compliance with the Guidelines and Requirements referred to above. In planning and
performing our audits of compliance, we considered each City’s internal control over compliance with
the Guidelines and Requirements that could have a direct and material effect on the Measure M
Local Return program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance and to test and report on
internal control over compliance in accordance with the Guidelines and Requirements, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of each City’s internal control over
compliance.



A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with the requirements, such that there is a reasonable possibility
that material noncompliance will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with the requirements that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that have not been identified. We did identify
deficiencies in internal control over compliance, as described in the accompanying Schedule of
Findings and Questioned Costs (Schedule 2) as Findings #2019-001 and #2019-005, that we
consider to be material weaknesses.

The City’s responses to the findings identified in our audits are described in the accompanying
Schedule of Findings and Questioned Costs (Schedule 2). The City’s responses were not subjected
to the auditing procedures applied in the audit of compliance, and accordingly, we express no
opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing on internal control over compliance and the results of that testing based on the requirements
of the Guidelines and Requirements. Accordingly, this report is not suitable for any other purpose.

g Lo LLI

Glendale, California
December 31, 2019



Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Compliance Findings
Fiscal Year Ended June 30, 2019

The audits of the 39 cities identified in Schedule 1 have resulted in 7 findings. The table below

summarizes those findings:

Resolved

# of Responsible Cities/ Finding No. Questioned During the
Finding Findings Reference Costs Audit

Funds were expended for transportation 9 Baldwin Park (Finding #2019-001) $ 351,493 -

purposes. South El Monte (Finding #2019-005) 149,130 -
Expenditure Plan (Form M-One) was 2 Bell Gardens (Finding #2019-002) None None
submitted timely. South Gate (Finding #2019-006) None None
) Malibu (Finding #2019-003) None None
Expenditure Report (Form M-Two) was 3 |Pomona (Finding #2019-004) None None

submitted timely. o

Vernon (Finding #2019-007) None None

Total Findings and Questioned Costs 7 $ 500,623 -

Details of the findings are in Schedule 2.




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019

SCHEDULE 1

Compliance Area Tested Agoura Hills Azusa Baldwin Park

. . . See Finding

Funds were expended for transportation purposes. Compliant Compliant #2019-001

Funds were used to augment, not supplant, existing local

revenues being used for transportation purposes unless Compliant Compliant Compliant

there is a funding shortfall.

Signed Assurances and Understandings on file. Compliant Compliant Compliant

Separgte Measure M Local Return Account was Compliant Compliant Compliant

established.

Revenues received including allocations, project generated

revenues and interest income was properly credited to the Compliant Compliant Compliant

Measure M Local Return Account.

Funds were expended with LACMTA'’s approval. Compliant Compliant Compliant

Expenditure Plan (Form M-One) was submitted timely. Compliant Compliant Compliant

Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Administrative expenses are within the 20% cap. Compliant Compliant Compliant

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Bell Bell Gardens Beverly Hills
Funds were expended for transportation purposes. Compliant Compliant Not Applicable
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Not Applicable
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Not Applicable
Expenditure Plan (Form M-One) was submitted timel Compliant See Finding Compliant

P Y- P #2019-002 P

Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Not Applicable | Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Calabasas Carson Commerce
Funds were expended for transportation purposes. Not Applicable Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Not Applicable Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Not Applicable Compliant Compliant
Expenditure Plan (Form M-One) was submitted timely. Not Applicable Compliant Compliant
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant

Administrative expenses are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Compton Cudahy Culver City
Funds were expended for transportation purposes. Compliant Not Applicable | Not Applicable
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Not Applicable | Not Applicable
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separfate Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Not Applicable | Not Applicable
Expenditure Plan (Form M-One) was submitted timely. Compliant Not Applicable | Not Applicable
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant

Administrative expenses are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested El Monte Gardena Hawthorne
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA's approval. Compliant Compliant Compliant
Expenditure Plan (Form M-One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Compliant
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Huntington

Compliance Area Tested Hidden Hills Park Industry
Funds were expended for transportation purposes. Not Applicable Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Not Applicable Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA's approval. Not Applicable Compliant Compliant
Expenditure Plan (Form M-One) was submitted timely. Not Applicable Compliant Compliant
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant

Administrative expenses are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Inglewood Irwindale La Puente
Funds were expended for transportation purposes. Not Applicable | Not Applicable Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Not Applicable | Not Applicable Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Not Applicable | Not Applicable Compliant
Expenditure Plan (Form M-One) was submitted timely. Not Applicable | Not Applicable Compliant
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable | Not Applicable Compliant

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Lawndale Lynwood Malibu

Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M-One) was submitted timely. Compliant Compliant Compliant

. . . . . See Finding
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant

#2019-003

Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Compliant Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve

funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Maywood Montebello Monterey Park
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M-One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve

funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Pico Rivera Pomona Rosemead
Funds were expended for transportation purposes. Compliant Compliant Not Applicable
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Not Applicable
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Not Applicable
Expenditure Plan (Form M-One) was submitted timely. Compliant Compliant Not Applicable
Expenditure Report (Form M-Two) was submitted timel Compliant See Finding Compliant

P P Y- P #2019-004 P

Timely use of funds. Compliant Compliant Compliant
Administrative expenses are within the 20% cap. Not Applicable Compliant Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve

funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

Compliance Area Tested

San Fernando

Santa Fe
Springs

SCHEDULE 1

Santa Monica

Funds were expended for transportation purposes. Compliant Not Applicable | Not Applicable
Funds were used to augment, not supplant, existing local

revenues being used for transportation purposes unless Compliant Not Applicable | Not Applicable
there is a funding shortfall.

Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.

Revenues received including allocations, project generated

revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.

Funds were expended with LACMTA’s approval. Compliant Not Applicable | Not Applicable
Expenditure Plan (Form M-One) was submitted timely. Compliant Not Applicable | Not Applicable
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant

Administrative expenses are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve

funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

South EI
Compliance Area Tested Monte* South Gate Vernon
. See Finding . .
Funds were expended for transportation purposes. #2019-005 Compliant Compliant
Funds were used to augment, not supplant, existing local -
. . See Finding . .
revenues being used for transportation purposes unless Compliant Compliant
) - #2019-005
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
. , See Finding . .
Funds were expended with LACMTA’s approval. #2019-005 Compliant Compliant
Expenditure Plan (Form M-One) was submitted timel Compliant See Finding Compliant
xpenditu ( ) W ubmi imely. pli #2019-006 pli
Expenditure Report (Form M-Two) was submitted timel Compliant Compliant See Finding
xpenditure Report ( -Two) was submitted timely. pli Pl #2019-007
Timely use of funds. Compliant Compliant Compliant
. . - See Finding . .
Administrative expenses are within the 20% cap. Not Applicable | Not Applicable
#2019-005
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable

A separate account was established for Capital reserve
funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable

*Auditor was not able to perform procedures due to the condition of the City’s accounting records
and unavailability of documents supporting the City’s compliance with the significant compliance

requirements of the Guidelines.
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

West Westlake
Compliance Area Tested Walnut Hollywood Village

Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes unless Compliant Compliant Compliant
there is a funding shortfall.
Signed Assurances and Understandings on file. Compliant Compliant Compliant
Separgte Measure M Local Return Account was Compliant Compliant Compliant
established.
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M-One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M-Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds. Compliant Compliant Compliant

Administrative expenses are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve

funds and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

Finding #2019-001

City of Baldwin Park

Compliance Reference

Measure M Local Return Guidelines Section (A) () states
that, “The Measure M Ordinance specifies that LR funds are
to be used for transportation purposes. No net revenues
distributed to Jurisdictions may be used for purposes other
than transportation purposes”. Also, Section VII states that,
“It is the jurisdictions’ responsibility to maintain proper
accounting records and documentation to facilitate the
performance of the audit as prescribed in these Guidelines”.

On February 14, 2019, the LACMTA Local Return Program
Manager re-affirmed the memo issued on April 29, 2014
addressed to all Jurisdictions to provide clarification for
adequate salary and related costs documentations for the
audit of the Local Return funds.

Below are recommendations to ensure that jurisdictions
have adequate evidence to support its compliance with the
Local Return Guidelines:

1. All hours are required to be documented. Develop
and/or maintain a system that will keep track of actual
hours worked by employees whose salaries and
benefits were charged to the LACMTA project.
Expenditures claimed based solely on budgeted
amounts is not considered adequate documentation
because it does not reflect actual expenditures incurred
on the LACMTA project and do not provide adequate
evidence  that labor hours charged has
transit/transportation purpose. The record of hours
worked must: a) identify the LACMTA project, b) be
authenticated by the employee and approved by his/her
immediate supervisor, and c) tie to hours reported in
the payroll records.

2. Provide adequate support for indirect costs. For indirect
expenditures allocated to LACMTA projects, develop
and/or maintain a system that distributes allowable
expenditures to projects based on causal or beneficial
relationships. Expenditures cannot be claimed on
LACMTA project if the expenditures are not allowable
(i.e., not transportation or transit related) or not
allocable to the LACMTA project (i.e., LACMTA project
did not cause the incurrence of the expenditure or
LACMTA project did not benefit from the expenditure).
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-001 (Continued)

City of Baldwin Park

Condition

The City claimed salaries and benefits expenditures under
the following projects:

Project code 01-001, Bond for Rail Safety Crossings
Improvements, total amount of $23;

Project code 01-002, Street Rehabilitation Project, total
amount of $47,388;

Project code 05-001, Bus Stop Maintenance, total amount of
$34,696; and

Project code 08-001, Measure M Administration, total
amount of $269,386.

The salaries and benefits claimed under MMLRF amounting
to $351,493 are based on budget and are not supported by
actual time charges and documented time study or indirect
cost allocation plan for administrative charges. The City
historically claimed those salaries in the previous years
based on actual time charges and those claims were
supported by time sheets. However, because of the change
in the City’s payroll and time reporting system during the
fiscal year, auditor was not able to perform procedures to
determine reasonableness of those charges.

Cause

The City changed its payroll system during FY 2018-19.
Employees started entering their timesheet electronically
that replaced the manual timesheet (hard copy). The system
automatically allocates the amounts charged by each
employee to these funds based on the budgeted
percentages.

Effect

If the labor charges are not supported by actual time
charges and documented time study or indirect cost
allocation plan, LACMTA will require the City to return the
money to the Local Return Funds.

Recommendation

We recommend that the City provide documentation to
support the salaries and benefits charges to MMLRF prior to
FY 2019/20 year end audit. If these documents are not
provided, the City is required to reimburse its MMLRF
accounts the amount of $351,493. In addition, we
recommend that the City establish controls to ensure that
the salaries and benefits charged to the Local Return funds
are adequately supported by timesheets, payroll registers,
personnel action forms with job descriptions, or similar
documentation as required by the Guidelines.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-001 (Continued)

City of Baldwin Park

Management’s Response

The City changed its payroll system during FY 2018-19.
Employees started entering their timesheet electronically to
replace the manual timesheet. The salaries and benefits
costs are the actual amounts from the City's payroll which is
based on the estimated percentage of work assigned by
Public Works for allocated hours per the prior years
projections and related projects in FY 2018-19. The
percentage allocation is entered in Tyler Incode 10 financial
system. The system allocates the charges for each
employee to those funds.

Corrective Action Plan

The City will implement a new internal control procedure.
The electronic time entry will be based on the actual hours
worked on each project. We will also prepare
reconciliation/adjustments as needed and/or at year-end.
The time entries will be submitted by employees
electronically and reviewed/approved by their supervisors.
The City will also establish controls to ensure that all
salaries and benefits charged to the Local Return funds are
adequately supported in the future. The City considers the
allocations and the charges mentioned above to be
reasonable and eligible expenses under the local return
guidelines.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-002

City of Bell Gardens

Compliance Reference

Measure M Local Return Program Guideline states that, “To
maintain legal eligibility and meet Measure M LR program
compliance requirements, Jurisdiction shall submit to
LACMTA an Expenditure Plan (Form M-One), annually, by
August 15t of each year.

Expenditure Plan (Form M-One) provides a listing of projects
funded with Measure M LR funds along with estimated
expenditures for the year. For both operating and capital
projects, Part | is to be filled out. Part Il is to be filled out for
capital projects (projects over $250,000). LACMTA will
provide LR funds to a capital project or program sponsor who
submits the required expenditure plan.

Condition The City submitted its Expenditure Plan (Form M-One) on
August 13, 2018, 12 days after the due date of August 1,
2018.

Cause The Expenditure Plan (Form M-One) was submitted late due
to an oversight by City staff assigned to complete the task.

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Expenditure Plan (Form M-One) is
submitted by August 15t as required by the Guidelines.

Management’s Response

The City is going to reevaluate the processes that are in
place to ensure forms are submitted to LACMTA timely.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-003

City of Malibu

Compliance Reference

Section XXV of the Measure M Program Guidelines states
that, “The submittal of an Expenditure Report (Form M-Two)
is also required to maintain legal eligibility and meet
Measure M LR program compliance requirements.
Jurisdiction shall submit a Form M-Two, to Metro annually,
by October 15™ (following the conclusion of the fiscal year).”

Condition

The City submitted its Expenditure Report (Form M-Two) on
October 25, 2019, 10 days after the due date of October 15,
2019.

Cause

The City of Malibu’s Finance Manager retired. Due to her
absence and the transition of her responsibilities, the City
was unaware of the deadline. The report was filed prior to
the audit, but not by the October 15 deadline.

Effect

The City’s Expenditure Report (Form M-Two) was not
submitted timely. The City was not in compliance with the
Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Expenditure Report (Form M-Two) is
submitted by October 15 as required by the Guidelines.

Management’s Response

An Acting Finance Manager has been appointed and will
monitor future reporting requirements. A calendar of
reporting deadlines has been created.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-004

City of Pomona

Compliance Reference

Section XXV of the Measure M Program Guidelines states
that, “The submittal of an Expenditure Report (Form M-Two)
is also required to maintain legal eligibility and meet
Measure M LR program compliance requirements.
Jurisdiction shall submit a Form M-Two, to Metro annually,
by October 15™ (following the conclusion of the fiscal year).”

Condition The City submitted its Form M-Two on October 19, 2019, 4
days after the due date of October 15, 2019.

Cause The Expenditure Report (Form M-Two) was submitted late
due to last minute adjustments to ensure accuracy of the
report before submission.

Effect The City’s Expenditure Report (Form M-Two) was not

submitted timely. The City was not in compliance with the
Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Expenditure Report (Form M-Two) is
submitted by October 15 as required by the Guidelines.

Management’s Response

Internal procedures are in place to ensure timely submission
of the reports to LACMTA. The City will continue to work
diligently to ensure timeliness of the submissions moving
forward.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-005 City of South El Monte

Compliance Reference Section XXV of the Measure M Program Guidelines states
that, “It is each Jurisdiction’s responsibility to maintain
proper accounting records and documentation to facilitate
the performance of the audit prescribed in these guidelines.”

Condition The City was not able to provide accounting records and
documents that would support the City’s compliance with the
Measure M Program Guidelines. The City’s general ledger
is not updated. Account reconciliations, including bank
accounts are behind and the Local Return Funds reports
and Forms submitted to LACMTA do not reconcile with the
accounting records. Accordingly, we were unable to perform
any auditing procedures sufficiently to determine the City’s
compliance with the significant compliance requirements of
the Guidelines.

Cause We learned that the City lost several key employees in the
finance and accounting department during the fiscal year
2019. As such, there was delay in the closing of the City’s
books for the fiscal year 2019. Currently, the accounting
personnel and support do not have the institutional
knowledge to ensure the books are updated and
transactions are recorded correctly.

Effect These conditions resulted in delays in producing closing
entries, trial balances, schedules, reconciliations, account
analysis, and other financial reports needed by management
and the auditors to facilitate completion of audit procedures.

The guidelines dictate that LACMTA reserves the right to
suspend or revoke allocation to the City until the completion
of the required audits.

Recommendation We recommend that the City implement internal control
procedures over timely closing of the books. The City
should establish and document proper closing and
reconciliation procedures and assign responsibility for
completing the procedures to specific City personnel. The
closing procedures should be documented in a checklist that
indicates who will perform each procedure and when
completion of each procedure is due and is accomplished.
The timing of specific procedures could be coordinated with
the timing of management’s or the auditor's need for the
information.

We also recommend that the City implement sufficient
controls to ensure compliance with LACMTA guidelines and
other regulatory requirements.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-005 (Continued) City of South El Monte

Management’s Response The City has taken actions to address this finding by hiring
an interim finance director to handle the closing process of
the City’s book of accounts and to make sure that all
accounting records will be made available to the auditors.

Subsequent to the Audit Metro Program Manager sent out a letter to the City on
Deadline January 7, 2020 to grant the City requested time extension
to complete the audit by March 31, 2020.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-006

City of South Gate

Compliance Reference

Measure M Local Return Program Guideline states that, “To
maintain legal eligibility and meet Measure M LR program
compliance requirements, Jurisdiction shall submit to
LACMTA an Expenditure Plan (Form M-One), annually, by
August 15t of each year.

Expenditure Plan (Form M-One) provides a listing of projects
funded with Measure M LR funds along with estimated
expenditures for the year. For both operating and capital
projects, Part | is to be filled out. Part Il is to be filled out for
capital projects (projects over $250,000). LACMTA will
provide LR funds to a capital project or program sponsor who
submits the required expenditure plan.

Condition The City submitted its Expenditure Plan (Form M-One) on
August 9, 2018, 8 days after the due date of August 1, 2018.

Cause The Expenditure Plan (Form M-One) report was submitted
late due to an oversight by City staff assigned to complete
that task.

Effect The City was not in compliance with the reporting

requirements of the Local Return Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that the Expenditure Plan (Form M-One) is
submitted by August 15t as required by the Guidelines.

Management’s Response

City staff assigned to complete the Form M-One has been
advised of the August 15t deadline to submit the report. In
addition, a reminder has been set up on the calendar of the
Director to ensure that the report is completed and submitted
to the LACMTA in a timely fashion.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2019

(Continued)

Finding #2019-007

City of Vernon

Compliance Reference

Section XXV of the Measure M Final Guidelines states that,
“The submittal of an Expenditure Report (Form M-Two) is
also required to maintain legal eligibility and meet Measure
M LR program compliance requirements. Jurisdiction shall
submit a Form M-Two, to Metro annually, by October 15th
(following the conclusion of the fiscal year).”

Condition The City submitted its Expenditure Report (Form M-Two) on
October 24, 2019, nine days after the due date of October
15, 2019.

Cause The City had staffing changes and tasks were reassigned,
resulting in the late submission.

Effect The Expenditure Report (Form M-Two) was not submitted

timely as required by the Guidelines.

Recommendation

We recommend for the City to establish procedures and
controls to ensure that Expenditure Report (Form M-Two) is
submitted by October 15 as required by the Guidelines.

Management’s Response

The City will ensure timely submission of Form M-Two to
LACMTA moving forward.

Finding Corrected During the
Audit

The City subsequently submitted the form. No follow up is
required.

27



\ /
V

www.vasquezcpa.com

Vasquez & Company LLP has over 50 years of experience in performing audit, accounting & consulting services for all types of
nonprofit organizations, for-profit companies, governmental entities and publicly traded companies. Vasquez is a member of the
RSM US Alliance. RSM US Alliance provides its members with access to resources of RSM US LLP. RSM US Alliance member
firms are separate and independent businesses and legal entities that are responsible for their own acts and omissions, and each
are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM International, a global network of
independent audit, tax, and consulting firms. Members of RSM US Alliance have access to RSM International resources through
RSM US LLP but are not member firms of RSM International. Visit rsmus.com/about us for more information regarding RSM US LLP
and RSM International. The RSM™ logo is used under license by RSM US LLP. RSM US Alliance products and services are
proprietary to RSM US LLP.

655 N Central Avenue, Suite 1550 + Glendale, California 91203-1437 « Ph. (213) 873-1700 « Fax (213) 873-1777



Metro

INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE M ORDINANCE
AND MEASURE M LOCAL RETURN
GUIDELINES

TO THE LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Simpson & Simpson, LLP
Certified Public Accountants



Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Consolidated Audit Report

TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE M ORDINANCE AND MEASURE M
LOCAL RETURN GUIDELINES

Summary of Compliance Findings

Schedule 1 — Summary of Audit Results

Schedule 2 - Schedule of Findings and Questioned Costs

Page

22



U.S. BANK TOWER
633 WEST 5TH STREET, SUITE 3320
LOS ANGELES, CA 90071
(213) 736-6664 TELEPHONE
(213) 736-6692 FAX
www.simpsonandsimpsoncpas.com

SIMPSON & SIMPSON

CERTIFIED PUBLIC ACCOUNTANTS

FOUNDING PARTNERS
BRAINARD C. SIMPSON, CPA
MELBA W. SIMPSON, CPA

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE M ORDINANCE AND
MEASURE M LOCAL RETURN GUIDELINES

To: Board of Directors of the Los Angeles County Metropolitan Transportation Authority
and Measure M Independent Taxpayer Oversight Committee

Report on Compliance

We have audited the compliance of the forty-nine (49) Cities and the County of Los Angeles identified in
Schedule 1, with the types of compliance requirements described in the Measure M Ordinance enacted
through a Los Angeles County (the County) voter approved law in November 2016; Measure M Local
Return Guidelines, issued by the Los Angeles County Metropolitan Transportation Authority (LACMTA),
approved by its Board of Directors on June 22, 2018 (collectively, the Guidelines); and the respective
Assurances and Understandings Regarding Receipt and Use of Measure M Local Return Funds, executed
by LACMTA and the respective Cities and the County for the year ended June 30, 2019 (collectively, the
Requirements). Compliance with the above noted Guidelines and Requirements by the Cities and the
County are identified in the accompanying Summary of Compliance Findings, Schedule 1 and Schedule 2.

Management’s Responsibility

Compliance with the Guidelines and Requirements is the responsibility of the respective Cities' and the
County’s management.

Auditor’s Responsibility

Our responsibility is to express opinions on the Cities' and the County’s compliance with the Guidelines
and Requirements referred to above based on our audits. We conducted our audits of compliance in
accordance with the auditing standards generally accepted in the United States of America; and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether noncompliance with the types of requirements referred to above
that could have a direct and material effect on the Measure M Local Return program occurred. An audit
includes examining, on a test basis, evidence about each City's and the County’s compliance with the
Guidelines and Requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audits provide a reasonable basis for our opinions on compliance. However, our audits
do not provide a legal determination of each City's and the County’s compliance with the Guidelines and

Requirements.
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Opinion

In our opinion, the Cities and the County complied, in all material respects, with the Guidelines and
Requirements referred to above that could have a direct and material effect on the Measure M Local Return
program for the year ended June 30, 2019.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with the Guidelines and Requirements and which are described in the accompanying
Summary of Measure M Audit Results (Schedule 1) and Schedule of Findings and Questioned Costs
(Schedule 2) as Findings #2019-001 through #2019-013. Our opinion is not modified with respect to these
matters.

Responses by the Cities to the noncompliance findings identified in our audits are described in the
accompanying Schedule 2 - Schedule of Findings and Questioned Costs. The Cities’ responses were not
subjected to the auditing procedures applied in the audit of compliance, and accordingly, we express no
opinion on the responses.

Report on Internal Control Over Compliance

The management of each City and the County is responsible for establishing and maintaining effective
internal control over compliance with the Guidelines and Requirements referred to above. In planning and
performing our audits of compliance, we considered each City’s and the County’s internal control over
compliance with the Guidelines and Requirements that could have a direct and material effect on the
Measure M Local Return program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance and to test and report on internal
control over compliance in accordance with the Guidelines and Requirements, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of each City’s and the County’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance under the Guidelines
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with the Guidelines that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that we consider to be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.



X

The responses by the Cities to the internal control over compliance findings identified in our audits are
described in the accompanying Schedule of Findings and Questioned Costs (Schedule 2). The responses by
the Cities were not subject to the auditing procedures applied in the audit of compliance and, accordingly,
we express no opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
on internal control over compliance and the results of that testing based on the requirements of the
Guidelines and Requirements. Accordingly, this report is not suitable for any other purpose.

Los Angeles, California
December 31, 2019



Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Compliance Findings
Fiscal Year Ended June 30, 2019

The audit of the 49 cities and the County identified in Schedule 1 have resulted in 13 findings. The table below

shows a summary of the findings:

. . . Resolved
o # of Responsible Cities/ Questioned During the
Finding Findings Finding Reference Costs Audit
Lancaster (#2019-005) $ 149335 | $ 149335
Funds were expended prior to 4 Manhattan Beach (#2019-006) 140,000 140,000
LACMTA’s approval Torrance (#2019-011) 43,051 43,051
West Covina (#2019-012) 23,030 23,030
Avalon (#2019-001)
Expenditure Plan (Form M-One) 4 Diamond Bar (#2019-002) None None
was not submitted on time San Gabriel (#2019-008)
Temple City (#2019-010)
El Segundo (#2019-003)
. La Habra Heights (#2019-004)
Expenditure Report (Form M-Two) 5 Manhattan Beach (#2019-007) None None
was not submitted on time
Signal Hill (#2019-009)
Whittier (#2019-013)
Total Findings and
Questioned Costs 13 $ 355,416 | $ 355,416

Details of the findings are in Schedule 2.




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

SCHEDULE 1

Compliance Area Tested Alhambra Arcadia Artesia
Funds were expended for transportation purposes Compliant Compliant | Not Applicable
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant | Not Applicable
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA'’s approval. Compliant Compliant Not Applicable
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Avalon Bellflower Bradbury
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA'’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely See Finding Compliant Compliant

' #2019-001

Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Compliant

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Burbank Cerritos Claremont
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Diamond
Compliance Area Tested Covina Bar Downey

Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely Compliant See Finding Compliant

' #2019-002
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested Duarte El Segundo Glendale
Funds were expended for transportation purposes Compliant Not Applicable Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Not Applicable Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Not Applicable Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant

. . . . See Finding .
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant
#2019-003

Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable | Not Applicable Compliant

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Compliant

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Hawaiian Hermosa
Compliance Area Tested Glendora Gardens Beach

Funds were expended for transportation purposes Compliant Not Applicable | Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Not Applicable | Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Not Applicable | Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable

10




Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

La Cafiada La Habra
Compliance Area Tested Flintridge Heights La Mirada
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant See Finding Compliant
#2019-004
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Compliance Area Tested La Verne Lakewood Lancaster
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval Compliant Compliant See Finding

' #2019-005

Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve funds . . .
and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable Compliant
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund

Summary of Audit Results
Fiscal Year Ended June 30, 2019

(Continued)

SCHEDULE 1

Los Angeles
Compliance Area Tested Lomita Long Beach City

Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable Compliant Compliant

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Los Angeles Manhattan

Compliance Area Tested County Beach Monrovia
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.

. , . See Finding .
Funds were expended with LACMTA’s approval. Compliant 49019-006 Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant See Finding Compliant
#2019-007

Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve funds . . .
and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Palos Verdes

Compliance Area Tested Norwalk Palmdale Estates
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Compliant

Not Applicable

Compliant

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Rancho

Compliance Area Tested Paramount Pasadena Palos Verdes
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Compliant Not Applicable | Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

. . Rolling Hills

Compliance Area Tested Redondo Beach  Rolling Hills Estates
Funds were expended for transportation purposes Not Applicable | Not Applicable Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there | Not Applicable | Not Applicable Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Not Applicable Compliant Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable | Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable | Not Applicable
A separate account was established for Capital reserve funds . . .
and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable Compliant
Recreational transit form was submitted timely. Not Applicable | Not Applicable | Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested San Dimas San Gabriel San Marino
Funds were expended for transportation purposes Compliant Compliant Not Applicable
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Not Applicable

. . . . See Finding .

Expenditure Plan (Form M - One) was submitted timely. Compliant #2019-008 Compliant
Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

Compliance Area Tested Santa Clarita Sierra Madre Signal Hill
Funds were expended for transportation purposes Compliant Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there Compliant Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Compliant Compliant Not Applicable
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely Compliant Compliant See Finding

' #2019-009

Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable
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Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

SCHEDULE 1

South
Compliance Area Tested Pasadena Temple City Torrance

Funds were expended for transportation purposes Not Applicable Compliant Compliant
Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there | Not Applicable Compliant Compliant
is a funding shortfall.
Signed Assurances and Understandings was on file. Compliant Compliant Compliant
Separate Measure M Local Return Account was established. Compliant Compliant Compliant
Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant Compliant
Measure M Local Return Account.
Funds were expended with LACMTA’s approval. Not Applicable Compliant See Finding

#2019-011
Expenditure Plan (Form M - One) was submitted timely. Not Applicable See Finding Compliant

# 2019-010

Expenditure Report (Form M - Two) was submitted timely. Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant

Administrative expenditures are within the 20% cap.

Not Applicable

Not Applicable

Not Applicable

Fund exchanges were approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

A separate account was established for Capital reserve funds
and Capital reserve was approved by LACMTA.

Not Applicable

Not Applicable

Not Applicable

Recreational transit form was submitted timely.

Not Applicable

Not Applicable

Not Applicable

20




SCHEDULE 1
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Summary of Audit Results
Fiscal Year Ended June 30, 2019
(Continued)

Compliance Area Tested West Covina Whittier

Funds were expended for transportation purposes Compliant Compliant

Fund were used to augment, not supplant, existing local
revenues being used for transportation purposes unless there is Compliant Compliant
a funding shortfall.

Signed Assurances and Understandings was on file. Compliant Compliant

Separate Measure M Local Return Account was established. Compliant Compliant

Revenues received including allocations, project generated
revenues and interest income was properly credited to the Compliant Compliant
Measure M Local Return Account.

; ’ See Finding .

Funds were expended with LACMTA’s approval. #2019-012 Compliant
Expenditure Plan (Form M - One) was submitted timely. Compliant Compliant
Expenditure Report (Form M - Two) was submitted timely Compliant See Finding

' #2019-013
Timely use of funds Compliant Compliant
Administrative expenditures are within the 20% cap. Not Applicable | Not Applicable
Fund exchanges were approved by LACMTA. Not Applicable | Not Applicable

A separate account was established for Capital reserve funds

and Capital reserve was approved by LACMTA. Not Applicable | Not Applicable

Recreational transit form was submitted timely. Not Applicable | Not Applicable
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019

Finding #2019-001

City of Avalon

Compliance Reference

According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Plan (Form M-One),
“To maintain legal eligibility and meet Measure M LR program compliance
requirements, Jurisdictions shall submit to Metro an Expenditure Plan (Form
M-One), annually, by August 1 of each year.”

Condition The City did not submit the Expenditure Plan (Form M-One) to LACMTA by
August 1, 2018. However, the City submitted the Form M-One late to
LACMTA on August 7, 2018.

Cause The late submission was due to an oversight.

Effect

The City’s Form M-One was not submitted to LACMTA by August 1st, as
required by Measure M Local Return Guidelines.

Recommendation

We recommend that the City establish internal control procedures to ensure that
the Expenditure Plan (Form M-One) is properly prepared and submitted prior
to the August 1st deadline, and that the City retain a confirmation of receipt by
LACMTA to comply with the Guidelines.

Management’s Response

Management will submit the budget form by the due date going forward.

Finding Corrected During
the Audit

The City submitted the Form M-One on August 7, 2018. No follow-up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-002

City of Diamond Bar

Compliance Reference

According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Plan (Form M-One),
“To maintain legal eligibility and meet Measure M LR program compliance
requirements, Jurisdictions shall submit to Metro an Expenditure Plan (Form
M-One), annually, by August 1 of each year.”

Condition The City did not meet the August 1, 2018 deadline for submission of Form
M-One. However, the City submitted the Form M-One on August 14, 2018.

Cause Due to position vacancies in the Public Works Department, the Form M-One
was not submitted to LACMTA by the due date.

Effect The City’s Form M-One was not submitted timely as required by the

Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the Form M-
One (Expenditure Plan) is properly prepared and submitted before the due
date of August 1st so that the City's expenditures of the Measure M Local
Return Funds will be in accordance with LACMTA's approval and the
guidelines. Furthermore, we recommend that the City retain a confirmation of
receipt by LACMTA to indicate the form was submitted in a timely manner.

Management’s Response

The City personnel is now aware of the reporting deadlines for the Measure
M's Form M-One and will be submitting all future forms in a timely fashion
to meet the required deadlines.

Finding Corrected During
the Audit

The City subsequently submitted Form M-One on August 14, 2018. No
follow-up is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-003 City of El Segundo

Compliance Reference According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Report (Form M-
Two), “The submittal of an Expenditure Report (Form M-Two) is also
required to maintain legal eligibility and meet Measure M Local Return
program compliance requirements. Jurisdictions shall submit a Form M-
Two, to LACMTA annually, by October 15th (following the conclusion of
the fiscal year).

Condition The City did not meet the October 15, 2019 deadline for submission of Form
M-Two. However, the City submitted the Form M-Two on October 28, 2019.

Cause The City failed to submit Form M-Two before the deadline. This was an
oversight by the City.

Effect The City did not comply with Measure M Local Return Guidelines.

Recommendation We recommend that the City strengthen internal control procedures to ensure

that the Form M-Two is properly prepared and submitted before the due date
of October 15 to meet Measure M Local Return Guidelines.

Management’s Response | The City’s fiscal year ends on September 30, 2019, and the reports were not
finalized as of October 15, 2019. City staff submitted Form M-Two on
October 28, 2019 when the reports were more accurate. In the future the City
will make sure to submit the Form M-Two by the October 15th deadline to
ensure compliance with the regulations.

Finding Corrected During | The City’s From M-Two was submitted on October 28, 2019. No follow-up
the Audit is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-004 City of La Habra Heights

Compliance Requirement | According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Report (Form M-
Two), “The submittal of an Expenditure Report (Form M-Two) is also
required to maintain legal eligibility and meet Measure M Local Return
program compliance requirements. Jurisdictions shall submit a Form M-Two,
to LACMTA annually, by October 15th (following the conclusion of the fiscal

year).

Condition The City did not meet the October 15, 2019 deadline for submission of the
Form M -Two. However, the City submitted the Form M-Two on October 17,
2019.

Cause It was due to the staff’s oversight.

Effect The City did not comply with the Measure M Local Return Guidelines.

Recommendation We recommend that the City establish procedures to ensure that the Form M-

Two is submitted before the due date of October 15th in accordance with the
Measure M Local Return Guidelines. Furthermore, we recommend that the
City retain a confirmation of receipt by LACMTA to indicate the Form M-
Two was submitted in a timely manner.

Management’s Response The City will establish procedures to ensure the timely filing of all required
listings. In addition, the City will retain a confirmation of receipt by
LACMTA to indicate the Form M-Two was submitted in a timely manner.

Findings Corrected During | The City subsequently submitted the Form M-Two on October 17, 2019. No
the Audit follow-up is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-005 City of Lancaster

Compliance Requirement | According to Measure M Local Return Guidelines, Section B.VILA,
Financial and Compliance Provisions, “The Measure M LR Audits shall
include, but not limited to, verification of adherence to the following financial
and compliance provisions of these guidelines: Verification that funds were
expended with Metro’s approval.”

Condition During FY 2018-19, the City used Measure M Local Return funds totaling
$149,335 for the following three projects: (1) 1.20 15th St West/Lancaster
Blvd Roundabout in the amount of $55,375; (2) 2.03 LED Light Signals in
the amount of $34,498; and (3) 2.09 REPL-Equipment & Machinery in the
amount of $59,462 prior to LACMTA’s approval as the Project was not
reported on the Expenditure Plan (Form M — One).

Cause The City did not submit an accurate and complete Expenditure Plan (Form
M-One) with a listing of projects to LACMTA due to an oversight.

Effect The City was not in compliance with Measure M Local Return Guidelines in
obtaining an approval from LACMTA prior to expenditure of funds.

Recommendation We recommend that the City strengthen internal control procedures to ensure
all expenditures are approved by LACMTA prior to expending the funds by
submitting a complete and accurate Form M-One to LACMTA.

Management’s Response Staff did not submit corrected form on time with the updated information due
to staff turnover.

Findings Corrected During | The City’s revised Form M-One was submitted and retroactively approved
the Audit by LACMTA on October 29, 2019. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-006

City of Manhattan Beach

Compliance Requirement

According to Measure M Local Return Guidelines, Section B.VII.A, Financial
and Compliance Provisions, “The Measure M LR Audits shall include, but not
limited to, verification of adherence to the following financial and compliance
provisions of these guidelines: Verification that funds were expended with
Metro’s approval.”

Condition The City used Measure M Local Return funds for Ped Safety Improvement
Highland/34th project in the amount of $140,000 prior to LACMTA’s
approval.

Cause The City did not submit the complete Expenditure Plan (Form M-One) to
LACMTA due to an oversight.

Effect The City did not comply with the Measure M Local Return Funds Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures by
obtaining prior approval from LACMTA for all projects that are funded by
Measure M Local Return Funds before incurring expenditures. We also
recommend that the City obtain LACMTA'’s retroactive approval for any new
projects that are not reported on the original Form M-One.

Management’s Response

The City did not submit an amended Form M-One with updated information
on time, since the guideline was not clear regarding submissions after the
August 1 deadline.

Findings Corrected During
the Audit

The City’s revised Form M-One was submitted and retroactively approved by
LACMTA on November 7, 2019. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-007

City of Manhattan Beach

Compliance Requirement

According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Report (Form M-Two),
“The submittal of an Expenditure Report (Form M-Two) is also required to
maintain legal eligibility and meet Measure M Local Return program
compliance requirements. Jurisdictions shall submit a Form M-Two, to
LACMTA annually, by October 15th (following the conclusion of the fiscal

year).

Condition The City did not meet the October 15, 2019 deadline for submission of Form

M-Two. However, the City submitted the Form M-Two on October 18, 2019.
Cause This was an oversight by the City due to onsite ERP implementation training.
Effect The City did not comply with the Measure M Local Return Guidelines.

Recommendation

We recommend that the City strengthen internal control procedures to ensure
that the Form M-Two is properly prepared and submitted before the due date
of October 15 to meet the Measure M Local Return Guidelines.

Management’s Response

The City was delayed in submitting the Form M-Two on or before the deadline
due to onsite ERP implementation training. The City will endeavor to submit it
on or before the deadline in the future.

Findings Corrected During
the Audit

The City’s Form M-Two was submitted on October 18, 2019. No follow-up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-008 City of San Gabriel

Compliance Requirement | According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Plan (Form M-One),
“To maintain legal eligibility and meet Measure M LR program compliance
requirements, Jurisdictions shall submit to Metro an Expenditure Plan (Form
M-One), annually, by August 1 of each year.”

Condition The City did not meet the August 1, 2018 deadline for submission of Form
M-One. However, the City submitted the Form M-One on August 21, 2018.

Cause The person responsible for the submission of the reports has since retired
from the City. As a result, the City was not able to determine the reason for
the late filing.

Effect The City’s Form M-One was not submitted timely.

Recommendation We recommend that the City establish procedures to ensure that the Form M-

One (Expenditure Plan) is properly prepared and submitted before the due
date of August 1st so that the City's expenditures of the Measure M Local
Return Funds will be in accordance with LACMTA's approval and the
Guidelines. Furthermore, we recommend the City to retain a confirmation of
receipt by LACMTA to indicate the form was submitted in a timely manner.

Management’s Response To ensure that all future filings will be submitted timely, the reporting
responsibility has been reassigned and calendared.

Findings Corrected During | The City subsequently submitted the Farm M-One on August 21, 2018. No
the Audit follow- up is required.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-009 City of Signal Hill

Compliance Requirement | According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Report (Form M-
Two), “The submittal of an Expenditure Report (Form M-Two) is also
required to maintain legal eligibility and meet Measure M Local Return
program compliance requirements. Jurisdictions shall submit a Form M-Two,
to LACMTA annually, by October 15th (following the conclusion of the
fiscal year).

Condition The City did not meet the October 15, 2019 deadline for submission of the
Expenditure Report (Form M-Two). However, the City submitted the Form
M-Two on October 23, 2019.

Cause It was due to an oversight.
Effect The City’s Form M-Two was not submitted timely.
Recommendation We recommend the City strengthen internal control procedures to ensure that

the Form M-Two is properly prepared and submitted before the due date of
October 15th in accordance with Measure M Local Return Guidelines.
Furthermore, we recommend the City retain a confirmation of receipt from
LACMTA to indicate the form was submitted in a timely manner.

Management’s Response This was due to staff turnover in the Public Works Department. As soon as
the Finance Department became aware, Form M-Two was submitted to
LACMTA.

Findings Corrected During | The City’s Form M-Two was submitted and retroactively approved by
the Audit LACMTA on October 23, 2019. No follow-up is required.
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SCHEDULE 2

Los Angeles County Metropolitan Transportation Authority

Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-010

City of Temple City

Compliance Requirement

According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Plan (Form M-One),
“To maintain legal eligibility and meet Measure M LR program compliance
requirements, Jurisdictions shall submit to Metro an Expenditure Plan (Form
M-One), annually, by August 1 of each year.”

Condition The City did not meet the August 1, 2018 deadline for submission of Form M-
One. However, the City submitted the Form M-One on August 7, 2018.

Cause The preparation and submission of the form was assigned to a new employee
who was not aware of the deadline.

Effect The City’s Form M-One was not submitted timely as required by Measure M

Local Return Guidelines.

Recommendation

We recommend that the City establish procedures to ensure that the Form M-
One is properly prepared and submitted before the due date of August 1st so
that the City's expenditures of the Measure M Local Return Funds will be in
accordance with LACMTA' s approval and the Guidelines. Furthermore, we
recommend that the City retain a confirmation of receipt by MTA to indicate
the form was submitted in a timely manner.

Management’s Response

In FY 2019-20, the newly assigned employee has been made aware of the
reporting deadline and has attended the necessary LACMTA training
workshops.

Findings Corrected During
the Audit

In FY 2019-20, the newly assigned employee has been made aware of the
reporting deadline and has attended the necessary LACMTA training
workshops.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-011 City of Torrance

Compliance Requirement | According to Measure M Local Return Guidelines, Section B.VII.A, Financial
and Compliance Provisions, “The Measure M LR Audits shall include, but
not limited to, verification of adherence to the following financial and
compliance provisions of these guidelines: Verification that funds were
expended with Metro’s approval.”

Condition During FY 2018-19, the City used Measure M Local Return funds for an
eligible Project Code 1.10, T 177, Plaza del Amo at Western Ave. (Project) in
the amount of $43,051; however, the funds for the Project were expended
without Metro’s prior approval as an Expenditure Plan (Form M-One) was
not submitted to LACMTA.

On December 13, 2019, the City submitted the Form M-One to obtain
LACMTA'’s retroactive approval and received subsequent approval on
December 13, 2019.

Cause The City represented that a Form M-One was not submitted because the
Project was not budgeted by the City prior to August 1, 2018. Subsequently,
the City budgeted for the Project and incurred expenditures which were
reported on the Form M-Two. Although the City budgeted funds for the
Project and reported these expenditures on the Form M-Two, the City did not
obtain LACMTA'’s prior approval before incurring expenditures (Form M-

One).
Effect The City did not comply with the Measure M Local Return Guidelines.
Recommendation We recommend that the City strengthen its internal control procedures by

obtaining prior approval from LACMTA for all projects that are funded by
Measure M Local Return Funds before incurring expenditures.

We also recommend that the City work closely with the City Council to obtain
timely approval for all Measure M LR projects prior to the expenditures of
funds, and the Form M-One is property prepared and submitted to LACMTA
before the due date of August 1.
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SCHEDULE 2
Los Angeles County Metropolitan Transportation Authority
Measure M Local Return Fund
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2019
(Continued)

Finding #2019-011 City of Torrance
(Continued)

Management’s Response The Plaza del Amo at Western Ave, T-177 (“T-177 Project”) is an eligible
Measure M project conforming to the requirements in MM-Guidelines
Section XXV Local Return, Subsection Eligible Uses beginning on page 75.
On September 18, 2018, the Torrance City Council approved $100,000 of
FY2018-19 Measure M-LR funds for the T-177 Project. This approval
occurred AFTER the August 1 annual deadline for submitting the Form M-
One. Therefore, the City was correct and accurate not to include (budget) the
T-177 Project on the Form M-One submitted by August 1, 2018, as the budget
for use of these Measure M-LR funds was not yet approved by the City.

MM-Guidelines Section XXV Local Return, Subsection Administrative-
Reporting Requirements on pages 85 through 87 indicate repeatedly that the
submittal of the Form M-One is only required ANNUALLY and by August
1. There is no requirement in the MM Guidelines for a Jurisdiction to submit
a “revised” Form M- One, nor a Form M-One, more frequently than annually.
The MM-LR Guidelines are, in fact, explicitly clear in this same Subsection
on page 86 that a Form M-One for “New, amended, ongoing and carryover
projects; Capital projects require additional information” is due ANNUALLY
and on August 1.

Additionally, MM-Guidelines Section XXV Local Return, Subsection
Administrative-Reporting Requirements on pages 85 through 87 do not
prohibit a Jurisdiction from obtaining approval from Metro AFTER incurring
eligible expenditures. Furthermore, MM-Guidelines Section XXV Local
Return, Subsection Administrative-Audit Requirements; Financial and
Compliance Provisions on pages 91 and 92 do not prohibit Metro from
approving eligible expenditures AFTER they are incurred. The Auditor’s role
is to verify if funds were expended with Metro’s approval. The City reported
the T-177 Project’s eligible expenditures on the FY2018-19 Expenditure
Report submitted to Metro on October 15, 2019, as required by the MM
Guidelines. On October 17, 2019, Metro acknowledged by email the City’s
submittal of the FY2018-19 Expenditure Report and did not indicate any
concerns or non-approval.

In our opinion, the City fully complied with the requirements in the MM
Guidelines to maintain legal eligibility of the use of Measure M-LR funds,
including accurate and timely reporting. The City spent the funds on an
eligible T-177 Project. Metro approved of the eligible expenditures.
Therefore, the City objects to this finding.

Findings Corrected During | On December 13, 2019, the City received retroactive approval from
the Audit LACMTA Program Manager to expend Measure M funds for project entitled
1.10, T 177, Plaza del Amo at Western Ave. No follow-up is required.
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Finding #2019-011 City of Torrance
(Continued)

Auditor’s Rejoinder City’s management responded to Finding No. 2019-011 by stating that the
Measure M Local Return Guidelines do not require the submission of a
“revised” Form-One.

However, Measure M Local Return Guidelines, Section XXV, Reporting
Requirements, states “Form M-One provides a listing of projects funded with
Measure M LR funds along with estimated expenditures for the year.” The
City was not in compliance with the requirement to submit a Form M-One
which provides a listing of projects funded with Measure M LR funds with
estimated expenditures for the fiscal year 2019, which is also the means by
which the City obtains Metro’s approval of Measure M LR funded projects.
Additionally, it is the jurisdiction’s responsibility to obtain its City Council’s
approval of a project’s budget promptly and to properly prepare its Form M-
One with a complete list of projects funded with Measure M LR funds to
Metro. The City’s management also stated in their response that the Measure
M Local Return Guidelines require jurisdictions to submit a Form M-One
annually. However, the Guidelines do not prohibit a City from submitting an
amended Form M-One or a separate request to Metro to obtain project
approval prior to expending the funds during the fiscal year. The intent of the
Guidelines, XXV Local Return, Form M-One DETERMINATION is for
jurisdictions to obtain Metro’s approval of new, amended, ongoing, and
carryover projects annually and prior to expending the funds.

Additionally, the City’s management also stated in their response that the
Measure M Local Return Guidelines “do not prohibit Metro from approving
eligible expenditures AFTER they are incurred.” We disagree with the City’s
statement on the basis that Section XXV, Financial and Compliance
Provisions, of the Measure M Local Return Guidelines clearly state that
expenditures require “Verification that funds were expended with Metro’s
approval” (Auditors have added the underscore for emphasis). In our opinion,
the preposition “with” can only be interpreted as occurring “temporally
before” or “concomitantly with” Metro’s approval, and that funds should not
be expended without said approval. Because the City expended funds without
Metro’s approval, we stand by our compliance finding and recommendation.
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Finding #2019-012 City of West Covina

Compliance Requirement | According to Measure M Local Return Guidelines, Section B.VILA,
Financial and Compliance Provisions, “The Measure M LR Audits shall
include, but not limited to, verification of adherence to the following financial
and compliance provisions of these guidelines: Verification that funds were
expended with Metro’s approval.”

Condition The City incurred expenditures prior to receiving approval from LACMTA
for MMLRF's Project Code 1.05 18033 - Purchase of Aerial Boom 1 Ton
Truck in the amount of $23,030. However, the project was subsequently
approved on November 6, 2019.

Cause The MMLRF Project Code 1.05, 18033 — Purchase of Aerial Boom 1 Ton
Truck, was originally approved by LACMTA in fiscal year 2017-18, the City
mistakenly did not carry over the unexpended balance of the previously
approved project into fiscal year 2018-109.

Effect The City did not comply with the Guidelines when expenditures for MMLRF
project are incurred before LACMTA’s approval.

Recommendation We recommend that the City establish procedures to ensure that it obtains
approval from LACMTA prior to implementing any Measure M Local
Return projects. Form M-One (Expenditure Plan) should be properly
prepared and submitted before the due date of August 1st so that the City's
expenditures of Measure M Local Return Funds are in accordance with
LACMTA's approval and the Guidelines.

Management’s Response MMLRF Project Code 1.05 - Purchase of Aerial | Ton Boom Truck, was
originally approved by LACMTA in the previous year. However, the City
did not, within the program year, request the subsequent approval needed to
carry the unexpended balance forward due to administrative error. The City
received retroactive LACMTA approval on November 6, 2019. In the future,
the City will incorporate a second level of review of submittals and request a
project listing from LACMTA at mid-year to identify and correct any
discrepancies of the projects approved.

Findings Corrected During | LACMTA Program Manager granted retroactive approval of the said
the Audit expenditures on November 6, 2019. No follow-up is required.
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Finding #2019-013 City of Whittier

Compliance Requirement | According to Measure M Local Return Guidelines, Section XXV
Administrative: Reporting Requirements — Expenditure Report (Form M-
Two), “The submittal of an Expenditure Report (Form M-Two) is also
required to maintain legal eligibility and meet Measure M Local Return
program compliance requirements. Jurisdictions shall submit a Form M-Two,
to LACMTA annually, by October 15th (following the conclusion of the
fiscal year).

Condition The City did not meet the October 15, 2019 deadline for submission of
Expenditure Report Form M-Two to LACMTA. The City subsequently
submitted the Form M- Two on October 30, 2019.

Cause The late submission of Form M-Two was caused by the transition of City
staff. The employee responsible for the submission of the form has since left
the City due to retirement.

Effect The City’s Form M-Two was not submitted timely as required by Measure
M Local Return Guidelines.

Recommendation We recommend that the City establish procedures to ensure that the Form M-
Two (Expenditure Report) is properly prepared and submitted before the due
date of October 15th so that the City's expenditures of the MMLRF will be
in accordance with LACMTA's approval and the guidelines. Furthermore, we
recommend that the City retain a confirmation of receipt by LACMTA to
indicate the form was submitted in a timely manner.

Management’s Response In the future, the City management will ensure timely submission of Form
M-Two.

Findings Corrected During | The City subsequently submitted the Form M-Two on October 30, 2019. No
the Audit follow-up is required.
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