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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, 2018 (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 qualified 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. 
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Basis for Qualified Opinion on the City of Compton 
 
As described in the accompanying Summary of Compliance Findings (Findings #2018-003 through 
#2018-005), we were unable to obtain sufficient appropriate audit evidence supporting the 
compliance of the City of Compton with the documentation requirements supporting allowability of 
certain costs charged to the Proposition A Local Return Fund and the Proposition C Local Return 
Fund. 
 
Qualified Opinion on Compliance of the City of Compton 
 
In our opinion, except for the possible effects of the matter discussed in the Basis for Qualified 
Opinion paragraph, the City of Compton complied, in all material respects, with the requirements of 
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, 2018. 
 
Unqualified Opinions on Compliance of all Cities except the City of Compton 
 
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, 2018. 
 
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 #2018-001 through #2018-016. 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 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 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. 
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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 
preceding 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 #2018-003, #2018-004 and 
#2018-005, 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. 
 
 

 
Glendale, California 
December 31, 2018, except for the results of audits of the City of Lynwood, City of Compton and 
City of Huntington Park, as to which the dates are January 15, 2019, January 24, 2019 and January 
29, 2019, respectively. 
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The audits of the 39 cities identified in Schedule 1 have resulted in 16 findings. The table below 
summarized those findings: 
 

 
 
Details of the findings are in Schedule 2. 
 
 

Resolved
# of Responsible Cities/ During the 

Finding Findings Finding No. Reference PALRF PCLRF Audit
Timely use of funds 1 Bell (Finding #2018-001) -$                 21,270$       21,270$       

Compton (Finding #2018-003) -                   70,000         70,000         
Huntington Park (Finding #2018-007) 64,909         194,703       259,612       
La Puente (Finding #2018-010) -                   12,250         12,250         
Walnut  (Finding #2018-015) -                   44,000         44,000         
Carson (Finding #2018-002) -                   13,791         13,791         
Gardena (Finding #2018-006) 73,080         -                   73,080         
Inglewood (Finding #2018-009) -                   154,069       154,069       
Lawndale (Finding #2018-011) -                   412,482       412,482       
Santa Fe Springs (Finding #2018-014) None None -                   
Westlake Village  (Finding #2018-016) None None -                   

Compton (Finding #2018-004) 25,010         212,021       -                   
Compton (Finding #2018-005) 189,136       -                   -                   
Lynwood  (Finding #2018-012) 316,683       31,351         -                   

Recreational Transit form was not 
submitted on time.

1 Huntington Park (Finding #2018-008) None None -                   

Total Findings and Questioned Costs 16 668,818$     1,165,937$  1,060,554$  

-                   

2

Questioned Costs

Annual Project Summary Report (Form B) 
was not submitted on time.
Annual Expenditure Report (Form C) was 
not submitted on time.

Total annual expenditures exceeded more 
than 25% of the approved budget.

Accounting procedures, record keeping 
and documentation are adequate.

Funds were expended without LACMTA's 
approval.

4

4

3

1 Pico Rivera  (Finding #2018-013) None None
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Agoura Hills Azusa Baldwin Park

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

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 Compliant 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 
adequate.

Compliant Compliant Compliant

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. Not Applicable Compliant 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



SCHEDULE 1 
Los Angeles County Metropolitan Transportation Authority 
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Summary of Audit Results 

Fiscal Year Ended June 30, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Bell Bell Gardens Beverly Hills

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

Compliant Compliant Compliant

Timely use of funds.
See Finding 
#2018-001

Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

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 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 
adequate.

Compliant Compliant Compliant

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. Compliant Compliant Not Applicable
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(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Calabasas Carson Commerce

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

Expenditures that exceeded 25% of approved project budget 
have approved amended Project Description Form (Form A).

Compliant
See Finding 
#2018-002

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

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 
adequate.

Compliant Compliant Compliant

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 Not Applicable Compliant



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, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Compton Cudahy Culver City

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

See Finding 
#2018-003

Compliant Compliant

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 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 
adequate.

See Finding 
#2018-004 and 

#2018-005
Compliant Compliant

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



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, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds El Monte Gardena Hawthorne

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

Expenditures that exceeded 25% of approved project budget 
have approved amended Project Description Form (Form A).

Compliant
See Finding 
#2018-006

Compliant

Administrative expenses are within the 20% cap of the total 
annual Local Return Expenditures.

Compliant Compliant 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 
adequate.

Compliant Compliant Compliant

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. 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 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, 2018 
(Continued) 
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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 
Records.

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant
See Finding 
#2018-007

Compliant

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 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 
adequate.

Compliant Compliant Compliant

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 expenditures. Not Applicable 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 timely. Not Applicable
See Finding 
#2018-008

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, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Inglewood Irwindale La Puente

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant
See Finding 
#2018-010

Expenditures that exceeded 25% of approved project budget 
have approved amended Project Description Form (Form A).

See Finding 
#2018-009

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 
adequate.

Compliant Compliant Compliant

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. 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, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Lawndale Lynwood Malibu

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

Expenditures that exceeded 25% of approved project budget 
have approved amended Project Description Form (Form A).

See Finding 
#2018-011

Compliant Compliant

Administrative expenses are within the 20% cap of the total 
annual Local Return Expenditures.

Compliant Compliant 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 
adequate.

Compliant
See Finding 
#2018-012

Compliant

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. 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. Not Applicable Compliant Compliant



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, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Maywood Montebello Monterey Park

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

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 Compliant 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 
adequate.

Compliant Compliant Compliant

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 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. 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, 2018 
(Continued) 
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Compliance Area Tested
Proposition A and Proposition C Local Return Funds Pico Rivera Pomona Rosemead

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

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 Compliant 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.
See Finding 
#2018-013

Compliant Compliant

Cash or cash equivalents are maintained. Compliant Compliant Compliant

Accounting procedures, record keeping and documentation are 
adequate.

Compliant Compliant Compliant

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. Not Applicable 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 timely. 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, 2018 
(Continued) 

 
 

15 

 
 

Compliance Area Tested Santa Fe
Proposition A and Proposition C Local Return Funds San Fernando Springs Santa Monica

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

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

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 Compliant 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
See Finding 
#2018-014

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 
adequate.

Compliant Compliant Compliant

Pavement Management System (PMS) in place and being used 
for Street Maintenance or Improvement Projects Expenditures.

Compliant Not Applicable Compliant

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 Compliant

Assurances and Understandings form was on file. Compliant Compliant Compliant

Recreational Transit Form was submitted timely. Compliant Compliant Compliant
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Fiscal Year Ended June 30, 2018 
(Continued) 
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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 
Records.

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

Compliant Compliant Compliant

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 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 
adequate.

Compliant Compliant Compliant

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. 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. Compliant Compliant Not Applicable
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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 
Records.

Compliant Compliant Compliant

Timely use of funds. Compliant Compliant Compliant

Funds expended were approved and have not been substituted 
for property tax.

See Finding 
#2018-015

Compliant Compliant

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 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
See Finding 
#2018-016

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 
adequate.

Compliant Compliant Compliant

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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Finding #2018-001: PCLRF 
 

City of Bell 

Compliance Reference Under the Proposition A and Proposition C Local Return Guidelines, 
Section IV (E), Jurisdictions have three years to expend LR funds. 
Funds must be expended within 3 years of the last day of the fiscal 
year in which funds were originally allocated. 
 

Condition The City has $21,270 of Proposition C funds from FY 2015 allocation 
that have lapsed as of June 30, 2018. 
 
LACMTA granted the City a one-year extension through June 30, 
2019 to use the funds. 
 

Cause The condition was due to oversight by the City’s staff. 
 

Effect The City has lapsed funds which is required to be returned to 
LACMTA for reallocation to jurisdictions for discretionary programs of 
countywide significance. 
 

Recommendation We recommend for the City to establish procedures and controls to 
monitor the funding allocation and ensure timely use of the funds. 
 

Management’s Response The City has established procedures to monitor projects, including a 
quarterly meeting with engineers to ensure timely use of funds. 
 

Finding Corrected During 
the Audit 

On October 4, 2018, LACMTA granted the City a one-year extension 
through June 30, 2019 to use the funds. 
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Finding #2018-002: PCLRF 
 

City of Carson 

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 110-13, North-South Shuttle project. Amount in excess 
of 25% of the approved budget was $13,791. 
 
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 November 28, 2018. 
 

Cause This was due to an oversight by staff as the City is going through the 
new financial system conversion. 
 

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 to this requirement at all 
times. 
 

Management’s Response Staff will establish a review process to ensure that approval is 
obtained for the change in project budget and that proper form is 
submitted to LACMTA. 
 

Finding Corrected During 
the Audit 

LACMTA Program Manager granted a retroactive approval of the 
increase in the project’s budget on November 28, 2018. No follow up 
is required. 
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Finding #2018-003: PCLRF 
 

City of Compton 

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 amounting to $70,000 under PCLRF 
Project code 270-03, Gateway Cities Council of Governments, 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 The City concurs with the finding that Project Form A should have 
been submitted for prior approval on our transit and capital project 
expenditures.  The finding was caused by an oversight by City staff. 
 

Effect Proposition C funds were expended towards project expenditures 
without prior approval by the LACMTA. The City did not comply with 
the Guidelines. 
 

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 The City concurs with the finding.  The City will establish procedures 
and controls to ensure that Form A is properly submitted for approval 
prior to expending funds toward the projects. 
 

Finding Corrected During 
the Audit 

The City subsequently submitted a Form A and LACMTA Program 
Manager granted a retroactive approval of the increase in the 
project’s budget on December 6, 2018. No follow up is required. 
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Finding #2018-004: PALRF 
and PCLRF 
 

City of Compton 

Compliance Reference Proposition A and Proposition C Local Return Guidelines Section II 
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 April 29, 2014, the LACMTA Local Return Program Manager 
issued a memo 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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Finding #2018-004: PALRF 
and PCLRF (Continued) 
 

City of Compton 

Condition The City claimed salaries and benefits expenditures under the 
following projects: 
 
a) PALRF Project code 480-01, Memberships, Gateway Cities, I-

710 Corridor (Formerly, 19-270), total amount of $25,010; and 
 
b) PCLRF Project code 480-01, Memberships, Gateway Cities, I-

710 Corridor (Formerly, 19-270), total amount of $212,021. 
 
Salaries and benefits expenditures allocated to PALRF and PCLRF 
projects were not supported by actual time charges, documented 
time study, or overhead cost allocation plan. We were not able to 
verify the reasonableness and allowability of these expenditures 
under the Local Return Guidelines. 
 
In addition, the project description used by the City to report the 
above administration expenses were not correct. The project 
description should be “Administration Costs” instead of 
“Memberships, Gateway Cities, I-710 Corridor (Formerly, 19-270)”. 
 

Cause Lack of oversight by City’s management on the compliance with the 
requirements of the Guidelines. Moreover, there were turnover in key 
positions in the finance and accounting department during the past 
fiscal years. 
 

Effect The City failed to put in place a time reporting system that 
documents actual time spent on PALRF and PCLRF projects. 
 
The salaries and benefits claimed under PALRF and PCLRF are not 
supported by actual time charges and documented time study and 
therefore, we question the total amount of expenditures reported 
under PALRF and PCLRF of $25,010 and $212,021, respectively. 
 

Recommendation We recommend that the City reimburse its PALRF and PCLRF 
accounts the amount of $25,010 and $212,021, 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. 
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Finding #2018-004: PALRF 
and PCLRF (Continued) 
 

City of Compton 

Management’s Response City staff provided actual time charges and documented activity 
sheets for the sample employees requested from the auditor. City 
staff will provide the e-mailed documents previously provided to 
substantiate some of the expenditures incurred during this audit 
period. Staff will however develop a cost allocation plan and/or actual 
costs for transportation funds pursuant to the recommendation 
provided by the audit team. 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. 
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Finding #2018-005: PALRF 
 

City of Compton 

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 
jurisdiction’s responsibility to maintain proper accounting records and 
documentation.” 
 

Condition The City charged general liability insurance and self insurance 
liability amounting to $127,240 and $61,896 to PALRF project code 
480-01, Memberships, Gateway Cities, I-710 Corridor (Formerly, 19-
270) and PALRF project code 500-07, Self Insured Compton 
Employer, respectively, based on budget. An analysis to true-up the 
amount claimed was not performed at yearend to support and 
substantiate the reasonableness of the amount charged to these 
projects. 
 

Cause Lack of oversight by City’s management on the compliance with the 
requirements of the Guidelines. Moreover, there were turnover in  
key positions in the finance and accounting department during the 
past fiscal years. 
 

Effect The City did not perform a true-up analysis at yearend to ensure that 
charged general liability insurance and self insurance liability costs 
charged to PALRF approximate the actual cost incurred. 
 
The amount charged to PALRF may not reflect the most reasonable 
cost relating to PALRF had an analysis been performed by the City 
at yearend. 
 

Recommendation We recommend for the City to revisit its methodology for allocating 
the general liability and self insurance liability costs to all the funds 
and once it is established, the City does not necessarily have to 
update the methodology on an annual basis if the parameters did not 
change significantly from year to year. 
 

Management’s Response The City will revisit its methodology for allocating the general liability 
and self insurance liability costs to all funds and provide the 
appropriate documentation to substantiate the Local Return 
guidelines. The City considers this allocation to be an eligible 
expense under the local return guidelines. 
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Finding #2018-006: PALRF 
 

City of Gardena 

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 110-01, Fixed Route Transit. Amount in excess of 25% 
of the approved budget was $73,080. 
 
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 December 4, 2018. 
 

Cause The City concurs with the finding that Project Form A should have 
been submitted for prior approval on transit expenditures.  The 
finding was caused by an oversight by City staff. 
 

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 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 controls to ensure compliance to this requirement at all 
times. 
 

Management’s Response The City will ensure in the future that Project Form A’s will be 
submitted for prior approval. 
 

Finding Corrected During 
the Audit 

LACMTA Program Manager granted a retroactive approval of the 
increase in the project’s budget on December 4, 2018. No follow up 
is required. 
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Finding #2018-007: PALRF 
and PCLRF 
 

City of Huntington 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 claimed expenditures under the following projects 
with no prior approval from LACMTA. 
 
a. PALRF Project code 270-02, Gateway Cities (COG) Invoice, 

totaling $46,000; 
b. PALRF Project code 270-04, Orange Line, totaling $18,909; and 
c. PCLRF Project code 440-01, Bus Route Street Operations, 

totaling $194,703. 
 
Although we found the expenditures to be eligible for Local Return 
funding, these projects had no prior approval from LACMTA. 
 

Cause The condition was due to oversight by City Staff. 
 

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 had been apprised of the rules governing 
the use of these funds.  In addition, the Department 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. 
 

Finding Corrected During 
the Audit 

LACMTA Program Manager granted a retroactive approval of 
projects’ budget on December 19, 2018. No follow up is required. 
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Finding #2018-008: PALRF 
 

City of Huntington Park 

Compliance Reference Under Section III (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 December 14, 
2018, 60 days beyond the due date of October 15, 2018. 
 

Cause The condition was due to oversight by City Staff. 
 

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 City staff assigned to complete the Recreational Transit Report have 
been advised of the October 15th 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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Finding #2018-009: PCLRF 
 

City of Inglewood 

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 450-15, La Tijera Elementary School SR2S Project. 
Amount in excess of 25% of the approved budget was $154,069. 
 
Projects with greater than 25% change from the approved project 
budget should be amended by submitting a Project Description Form 
(Form A). 
 

Cause Abrupt change in staff caused change in project manager and 
revision of schedule which resulted in noncompliance. 
 

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 to this requirement at all 
times. 
 

Management’s Response The City hired a new Division Head assigned for the oversight of 
transportation projects. Procedures have been established for the 
project manager to provide monthly project status reports to the 
Division Head, as well as quarterly financial status reports. 
 

Finding Corrected During 
the Audit 

LACMTA Program Manager granted a retroactive approval on the 
amended budget for the said project on December 14, 2018. 
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Finding #2018-010: PCLRF 
 

City of La Puente 

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 450-01, Valley 
Boulevard CMP Improvements, totaling $12,250, 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 August 30, 2018. 
 

Cause Due to staff changes in the Administrative Services Department, the 
Form A was not submitted for approval to LACMTA in a timely 
manner. 
 

Effect Proposition C Local Return Funds were expended towards project 
expenditures without prior approval by 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 City staff agrees with the finding and has put a procedure in place to 
verify that LACMTA approval has been obtained prior to the 
expenditure of funds.  Under this procedure a designated staff 
member will review and complete all necessary documents for 
submission to LACMTA.  A mid-year review will also take place and 
any forms will be updated as needed. 
 

Finding Corrected During 
the Audit 

LACMTA Program Manager granted retroactive approval of the said 
project on August 30, 2018. No additional follow up is required. 
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Finding #2018-011: PCLRF 
 

City of Lawndale 

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 prior approval through a revised Form A for Project 
code 440-03, Street Improvements. Amount in excess of 25% of the 
approved budget was $412,482. 
 
Projects with greater than 25% change from the approved project 
budget should be amended by submitting an amended Project 
Description Form (Form A). 
 

Cause City failed to submit a Form A after City Council approval due to 
oversight. 
 

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 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 The City will establish procedures, 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 

LACMTA Program Manager granted a retroactive approval on the 
amended budget for the said project on October 31, 2018. 
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Finding #2018-012: PALRF 
and PCLRF 
 

City of Lynwood 

Compliance Reference Proposition A and Proposition C Local Return Guidelines Section II 
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 April 29, 2014, the LACMTA Local Return Program Manager 
issued a memo 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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Finding #2018-012: PALRF 
and PCLRF 
 

City of Lynwood 

Condition The City claimed salaries and benefits expenditures under the 
following projects: 
 
PALRF: 
c) Project code 150-04, Bus Stop Clean Up, total amount of 

$243,409; and 
d) Project code 480-03, Administration and Monitoring, total amount 

of $73,274. 
 
PCLRF: 
a) Project code 480-03, Administration and Monitoring, total amount 

of $31,351. 
 
Salaries and benefits expenditures allocated to PALRF and PCLRF 
projects were not supported by actual time charges, documented 
time study, or overhead cost allocation plan. We were not able to 
verify the reasonableness and allowability of these expenditures 
under the Local Return Guidelines. 
 

Cause The City changed its payroll system during 2017. The system 
automatically allocates the amounts charged by each employee to 
these funds based on the budgeted percentages. 
 

Effect The salaries and benefits claimed under PALRF and PCLRF are not 
supported by actual time charges and documented time study and 
therefore, we question the total amount of expenditures reported 
under PALRF and PCLRF of $386,685 and $30,349, respectively. 
 

Recommendation We recommend that the City reimburse its PALRF and PCLRF 
accounts the amount of $316,683 and $31,351, 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. 
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Finding #2018-012: PALRF 
and PCLRF 
 

City of Lynwood 

Management’s Response The salaries and benefits costs are the actual amounts in the City's 
payroll register based on percentage assigned by Public Works 
Department for allocated hours and automatically set forth in ADP 
payroll system. The system automatically allocates the amounts 
charged by each employee to these funds based on the assigned 
percentages. We provided the signed daily log to the auditors to 
satisfy their audit procedures. 
 
Corrective Action Plan 
The City will implement a new internal control procedure in which 
manual (hard copy) timesheets will be prepared on a bi-weekly basis 
indicating the project/activity worked on by the employees for the 
payroll period. The time sheets will be signed by the individual 
employee and approved by their supervisor. Bi-weekly payrolls will 
be reconciled against the time sheets to ensure accuracy on a 
monthly basis.  This new internal control procedure will be 
implemented beginning with the first bi-weekly payroll of January 
2019. 
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Finding #2018-013: PCLRF 
 

City of Pico Rivera 

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 to provide an update on previous year LR fund receipts and 
expenditures.” 
 

Condition The City submitted its Form C on October 23, 2018, 8 days after the 
due date of October 15. 
 

Cause In the past 12 months, the City realized that the prior consultant 
utilized to assist with LACMTA reporting and related capital projects 
had made several errors which made reporting difficult. In an effort to 
improve reporting, it was necessary to double-check prior year’s 
work, update schedules, and better utilize the City’s new ERP 
system to properly record transactions. The delay was directly 
related to the City’s commitment to ensuring all information reported 
was accurate. 
 

Effect The City’s 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 Audit 

The City subsequently submitted the form. No follow up is required. 
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Finding #2018-014: PALRF 
and PCLRF 
 

City of Santa Fe Springs 

Compliance Reference Section I(C) of the Proposition A and C Local Return Guidelines 
states that, “Jurisdictions shall submit on or before August 1 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 Form B on August 3, 2017, 2 days after the 
due date of August 1. 
 

Cause There was a recent change in City Manager position whose role 
includes working together with the Transportation Services 
Supervisor to ensure deadlines are met. 
 

Effect The City missed its deadline of August 1 for the submission of Form 
B. 
 

Recommendation We recommend for the City to establish and document procedures to 
ensure that all reporting deadlines are met. 
 

Management’s Response The Transportation Services Supervisor has been instructed to 
calendar all reporting deadlines and to include an alert of no less 
than 30 days prior to such deadlines. He has also been instructed to 
alert the Director of Public Works when reports are submitted. 
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Finding #2018-015: PCLRF 
 

City of Walnut 

Compliance Reference Section 1(C) states that, “Jurisdiction shall submit for approval a 
Project Description Form 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 
greater change in an approved LR project budget on all operating or 
capital LR projects.” 
 

Condition The City claimed expenditures under PCLRF Project code 480-06, 
Administrative costs, totaling $44,000, with no prior approval from 
LACMTA. 
 
Although we found the expenditures for this project to be eligible for 
Proposition C Local Return funding, this project had no prior approval 
from LACMTA. 
 
The City submitted a Form A to the LACMTA Program Manager and 
obtained a retroactive approval of the said projects on September 17, 
2018. 
 

Cause The City concurs with the finding that Project Form A should have 
been submitted for prior approval on transit and capital project 
expenditures.  The finding was caused by an oversight by City staff. 
 

Effect Proposition C Local Return 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 The City will ensure in the future that Project Form A’s will be 
submitted for prior approval. 
 

Finding Resolved During 
the Audit 

LACMTA Program Manager granted a retroactive approval of 
project’s budget on September 17, 2018. No follow up is required. 
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Finding #2018-016: PALRF 
and PCLRF 
 

City of Westlake Village 

Compliance Reference Section I(C) of the Proposition A and C Local Return Guidelines 
states that, “Jurisdictions shall submit on or before August 1 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 Form B on August 4, 2017, 3 days after the 
due date of August 1. 
 

Cause The person responsible for submitting the Form B for 
FY 2017-18 was administering the Local Return program for the first 
time, and was unfamiliar with the August 1st submission deadline. 
 

Effect The City missed its deadline of August 1 for the submission of Form 
B. 
 

Recommendation We recommend for the City to establish and document procedures to 
ensure that all reporting deadlines are met. 
 

Management’s Response The City concurs with the findings and has taken steps to ensure that 
all required forms will be submitted by the relevant deadlines.  
Specifically, the Finance Director is now responsible for submitting all 
Local Return program forms and documentation, which was not the 
case in FY 2017-18. 
 

Findings Resolved During 
the Audit 

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