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1Fak Board of Directors

From: Justice Candace Cooper, Chair
Measure R Independent Taxpayers Oversight Committee

Subject: Annual Report on Audits of FY 2012 Measure R Expenditures

On November 4, 2008, Los Angeles County voters approved Measure R that
imposed a 1/2 of one percent transactions and use tax to fund county
transportation improvements. Measure R established an Independent
Taxpayers Oversight Committee and an oversight process to ensure that the
Los Angeles County Metropolitan Transportation Authority complies with the
Ordinance.

In compliance with the Ordinance, independent audits of the Measure R
Special Revenue Fund and local sub-recipients were prepared. In early
February 2013, the Committee received the three audit reports for review.
On February 26, 2013, the Oversight Committee held a special workshop to
discuss the audit results with the Committee’s Advisory Panel finance expert
and finalized the Draft Annual Report. The Draft Annual Report and audits
were distributed to Los Angeles County libraries and a notice of public
hearing was posted in local newspapers.

On April 2, 2013, the Committee held a public hearing to receive comments
on the Draft Annual Report and audits, and a regular meeting to approve the
Report and findings. No public comment was received during the public
comment period. At the meeting, the Committee approved the Annual
Report and its findings.

A copy of the Committee’s Annual Report is attached for your review. If you
have further questions, please contact Ann Kerman at (213) 922-7671.

Respectfully Submitted,

wa@ 4&@9\4

Justice Candace Cooper
Chair
Measure R Independent Taxpayers Oversight Committee



MEASURE R INDEPENDENT TAXPAYERS OVERSIGHT COMMITTEE
OF METRO
ANNUAL REPORT ON FY12 MEASURE R AUDITS

INTRODUCTION

On November 4, 2008, Los Angeles County voters approved Measure R that imposed
an additional half-cent transactions and use tax to fund transportation improvements in
the County. Measure R, also known as the Traffic Relief and Rail Expansion Ordinance
establishes an Independent Taxpayers Oversight Committee and an oversight process
to ensure that the Los Angeles County Metropolitan Transportation Authority (Metro)
complies with the terms of the Ordinance. The oversight process requires that an
annual audit be conducted within six months after the end of the fiscal year to determine
compliance with the provisions of the Ordinance related to the receipt and expenditure
of sales tax revenues during the fiscal year. The audits must be provided to the
Oversight Committee so that it can determine whether Metro and local subrecipients
have complied with the Measure R requirements (see Exhibit 1). In compliance with the
Ordinance, Metro contracted with Bazilio Cobb Associates (BCA) to perform the
independent audit of the Measure R Special Revenue Fund. Metro also contracted with
two firms to conduct the audits of Measure R sales tax revenues used by 87 cities
(Cities) as well as the County of Los Angeles (County). The report prepared by
Vasquez & Company covers the audits of 49 of the cities and the report prepared by
Simpson & Simpson covers the audits of 38 of the cities as well as the County. (These
audits are attached as Exhibits 2, 3 and 4.)

THE AUDITS

The Independent Auditor’s report on the Measure R Special Revenue Fund found that
Metro complied, in all material respects, with the requirements that are applicable to the
Measure R revenues and expenditures for the year ended June 30, 2012. However,
BCA, the firm that performed this audit found that more timely follow-up with Local
Return recipients is needed to resolve prior audit findings.

The audits of compliance with the Local Return Guidelines found that the 87 cities and
the County of Los Angeles complied with the requirements in the Measure R Ordinance
that are applicable to the Measure R Local Return program for the year ended June 30,
2012. However, the auditors found 24 deficiencies in internal control over compliance,
none of which were deemed material. Only one of those deficiencies was deemed a
material weakness, down from 3 found in the FY11 audits.

MEASURE R OVERSIGHT COMMITTEE REVIEW

The Measure R Oversight Committee received the three audit reports in late January
2013. Each member of the Committee reviewed the reports, and the Committee met on
February 26, 2013 to receive a formal presentation from each of the three auditors. The
Committee also received a comparative analysis report on audit findings over the last




three years from Metro’s Chief Auditor and a status update on Measure R Local Return
Compliance Status from Metro’s Local Programming Department. The Committee’s
Advisory Panel Public Finance Expert, Lori Raineri of Government Financial Strategies
assisted the Committee in its review of the audit findings. The Committee expressed
concern regarding the deficiencies in compliance by some cities noted by the audits.
The Committee recommended staff work with cities to correct these deficiencies and
report back for possible future action. The Committee also received a presentation on
activities to develop a strategy to accelerate Measure R projects; status of major
Measure R transit and highway projects; and a report on Measure R budgeted funding
and actual expenditures for FY12 and FY13.

MEASURE R OVERSIGHT COMMITTEE FINDINGS

The Committee finds that: 1) the audits were performed in accordance with the
Ordinance that the voters approved in 2008; 2) Metro complied, in all material respects,
with the requirements applicable to the Measure R revenues and expenditures for the
year ended June 30, 2012; 3) the cities and the County complied with the requirements
in the Measure R Ordinance that are applicable to the Measure R Local Return program
for the year ended June 30, 2012, however, the audits found 24 deficiencies in internal
control over compliance, none of which were deemed material; and 4) more timely
follow-up with Local Return recipients is needed to resolve prior audit findings.
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EXHIBIT 1

RESOLUTION OF THE INDEPENDENT TAXPAYERS OVERSIGHT COMMITTEE
MAKING FINDINGS REGARDING THE ANNUAL AUDIT PURSUANT TO THE
MEASURE R ORDINANCE

WHEREAS, On November 4, 2008, Los Angeles County voters approved
Measure R that imposed an additional half-cent transactions and use tax to fund
transportation improvements in the County; and

WHEREAS, Measure R, also known as the Traffic Relief and Rail Expansion
Ordinance establishes an Independent Taxpayers Oversight Committee and an
oversight process to ensure that the Los Angeles County Metropolitan Transportation
Authority (Metro) complies with the terms of the Ordinance; and

WHEREAS, the oversight process requires that an annual audit be conducted
within six months after the end of the fiscal year to determine compliance with the
provisions of the Ordinance related to the receipt and expenditure of sales tax revenues
during the fiscal year; and

WHEREAS, the audits must be provided to the Oversight Committee so that the
Oversight Committee can determine whether Metro and local subrecipients have
complied with the Measure R requirements; and

WHEREAS, under contract with Metro, Bazilio Cobb Associates (BCA)
performed the independent audit of the Measure R Special Revenue Fund, and
Vasquez & Company, LLP and Simpson & Simpson audited the compliance of the 87
cities (Cities) and the County of Los Angeles (County); and

NOW, THEREFORE, the Measure R Independent Taxpayers Oversight
Committee of Metro finds that:

The audits were performed in accordance with the Ordinance that the voters
approved in 2008;

Metro complied, in all material respects, with the requirements applicable to the
Measure R revenues and expenditures for the year ended June 30, 2012;

The cities and the County complied with the Ordinance requirements that are
applicable to the Measure R Local Return program for the year ended June 30, 2012,
however, the audits found 24 deficiencies in internal control over compliance, none of
which were deemed material; and

More timely follow-up with Local Return recipients is needed to resolve prior audit

findings.

Adopted this 2nd day of April, 2013.
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The undersigned, duly qualified and acting as Board Secretary of the Los Angeles County
Metropolitan Transportation Authority, certifies that the above is a true and correct copy of a
resolution approved by the Measure R Independent Taxpayers of the Los Angeles County

Metropolitan Transportation Authority Oversight Committee at its regular meeting held on
April 2, 2013.

V) . oz ¢
-'Z/J’/f{éf’ 72 \/M Lo B

Michele Jackso@)ﬂetm Board Secretary

DATED: April 2, 2013



EXHIBIT 2

BCA Bazﬂio Cobb Certified Public Accountants and Consultants
Associates o

December 5, 2012

Measure R Independent Taxpayers Oversight Committee
Los Angeles County Metropolitan Transportation Authority

We have audited the Schedules of Measure R Revenues and Expenditures (the “Schedules™) of
the Los Angeles County Metropolitan Transportation Authority (“LACMTA”) for the year ended
June 30, 2012, and have issued our report thereon dated December 5, 2012. Professional
standards require that we advise you of the following matters relating to our audit.

Our Responsibility under Generally Accepted Auditing Standards (and when applicable,
Government Auditing Standards)

Our responsibility, as described by professional standards, is to form and express an opinion
about whether the schedules that have been prepared by management with your oversight are
presented fairly, in all material respects, in conformity with accounting principles generally
accepted in the United States of America. Our audit of the schedules does not relieve you or
management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to
obtain reasonable, rather than absolute, assurance about whether the schedules are free of
material misstaternent. An audit of the schedules includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s intemal control over financial reporting. Accordingly, as part of our audit, we considered
the internal control of Measure R funds solely for the purpose of determining our audit
procedures and not to provide any assurance concerning such internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures for the purpose of identifying other
matters to communicate to you.

There were no findings regarding significant control deficiencies over financial reporting and
material noncompliance noted during our audit. However, during our audit we became aware of
a matter that is an opportunity for strengthening internal controls and operating efficiency which
we reported to management of LACMTA in a separate letter dated December 3, 2012.

Washington www.baziliocobb.com Los Angeles



Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously
communicated to management of LACMTA during our entrance conference.

Qualitative Aspects of the Entity’s Significant Accounting Practices

Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary
of the significant accounting policies adopted by LACMTA is inciuded in Note 2 to the
schedules. There have been no initial selection of accounting policies and no changes in
significant accounting policies or their application during 2012. No matters have come to our
attention that would require us, under professional standards, to inform you about (1} the
methods used to account for significant unusual transactions and (2) the effect of significant
accounting policies in controversial or emerging areas for which there is a lack of authoritative
guidance or consensus.

Disclosures
There were no significant disclosures noted in the schedules.
Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the
performance of the audit.

Uncorrected and Corrected Misstaternents

For purposes of this communication, professional standards reguire us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are trivial,
and communicate them to the appropriate level of management. There are no uncotrected
misstatements relating to revenues and expenditures of Measure R funds.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting,
or auditing matter, which could be significant to the schedules or the auditor’s report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in the
attached letter dated December 5, 2012.



Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters.

Other Significant Findings or Issues

In the normal course of our professional association with LACMTA, we generally discuss a
variety of matters, including the application of accounting principles and auditing standards,
operating and regulatory conditions affecting the entity, and operational plans and strategies that
may affect the risks of material misstatement. None of the matters discussed resulted in a
condition to our retention as LACMTA’s auditors.

This report is intended solely for the use of the LACMTA Board of Directors and management,
and the Measure R Independent Taxpayers Oversight Committee and is not intended to be and
should not be used by anyone other than these specified parties.

Very truly yours,

Bazitic Cobifh Qssociates



LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY

INDEPENDENT AUDITOR’S REPORT
ON SCHEDULE OF REVENUES AND EXPENDITURES
FOR
MEASURE R
SPECIAL REVENUE FUND

FOR THE YEAR ENDED JUNE 30, 2012
(WITH COMPARATIVE TOTALS FCR 2011)

Submitted by

BCA

Bazilio Cobb Associates

21250 Hawtharne Blvd  Suite 150  Torrance, CA 90503

PH 3]0.792.4540 . FX 310.792.5331 , www.baziliocobb.com






Los Angeles County Metropolitan Transportation Authority
Independent Auditor’s Report on
Schedule of Revenues and Expenditures
For
Measure R
Special Revenue Fund

For The Year Ended June 30, 2012
{(With Comparative Totals for 201 1)

Table of Contents

Independent AUdItOr's REPOIT........ovevuevoiveee e cresares e ee e eeeeeeees s e ee e

Schedule of Revenues and EXPERAItUIES .........ccoiiverecmrmmreeecsesnereseeesrscoesesesssesessesssssneossns

Schedule of Revenues and Expenditures - Budget and Actual

For the year ended June 30, 2012 .....comeioreiceeee ettt

Notes to Schedule of Revenues and Expenditures for

Measure R Special Revenue FUNA .......c.ooooviiieiiiiieeeeee oo es e s

Independeni Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards........c......ocoveveeveverercererereronn,

Independent Auditor’s Report on Compliance with Requirements Applicable to
Measure R Revenues and Expenditures in Accordance with the

Traffic Relief and Rail Expansion OrdINANCE ............ccvoveieveiereeseriesossiorirssssssessssssss

Schedule of Current Year FINdINgS.......cccovoveirrermrmeeconenoniiesenessscson st eeeesees

Schedule of Prior YEar FIRGINES ......c.ccocvniiinorninisinrarerreesssseeesrassssnssersnsssssescecersssnensasasee.



BCA Bazilio Cobb Certified Public Accountants and Consultants
Associates 6 e |

Independent Auditor’s Report

Measure F Independent Taxpayers Oversight Commitiee
Los Angeles County Metropolitan Transportation Authority

We have audited the accompanying Schedules of Measure R Revenues and Expenditures (the
“Schedules”) of the Los Angeles County Metropolitan Transportation Authority (“LACMTA™) as
of and for the year ended June 30, 2012. These Schedules are the responsibility of LACMTA’s
management. Qur responsibility Is to express an opinion on these Schedules based on our audit.
The prior year’s summarized comparative information has been derived from the 2011 Schedules
of Measure R Revenues and Expenditures and, in our report dated November 28, 2011 we
expressed an unqualified opinion on those Schedules.

We conducted our audit in accordance with 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 audit to obtain reasonable assurance about whether the
Schedules of Measure R revenues and expenditures are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
Schedules. An audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall Schedule presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the Schedules referred to above present fairly, in all material respects, the Measure
R revenues and expenditures of LACMTA as of June 30, 2012, for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report, dated
December 5, 2012, on our consideration of LACMTAs internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit,

Torrance, CA

December 5, 2012
Bazitia Cablt ssaciates

Washington www.baziliocobb.com Los Angeles



Los Angeles County Metropolitan Transpertation Authority

Measure R Special Revenue Fund
Schedule of Revenues and Expenditures
For the year ended June 30, 2012
(With Comparative Totals for 2011)

(Amounts expressed in thousands)

Revenues:

Sales tax

Intergovernmental

Investment income

Net decline in fair value of investiments
Total revenues

Expenditures:
Administration and other transportation projects
Transportation subsidies

Total expenditures

Excess of revenues over expenditures

Other financing sources (uses)
QOperating transfers in
Operating transfers out

Total other financing sources {uses)

Excess (deficiency) of revenues
and other financing sources over

expenditures and other financing uses

2012

2011

$ 645026 $ 598,647
1,804 176

7,403 10,372
(601) (2,475)
653,632 606,720
51,768 83,765
152,742 148,077
204,510 231,842
449,122 374,878
12,047 57,379
(157,276) (204,458)
(145,229) (147,079)

$ 303,893 $ 227,795

The notes to the schedule of revenues and expenditures are an integral part of this schedule.
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Los Angeles County Metropolitan Transportation Authority
Measure R Special Revenue Fund
Schedule of Revenues and Expenditures — Budget and Actual
For the year ended June 30, 2012

{Amounts expressed in thousands)

Budgeted Amounts
Original Final Actut  Vamance with
Final Budget
Revenues:
Sales tax $ 605100 § 605100 $ 645026 $ 35,926
Intergovernmental 970 970 1,804 834
Investment income - - 7403 7403
Net decline in fair value of investments - - (601) _(601)
Total revenues 606,070 606,070 633,632 47562
Expenditures:
Administration and other transportation projects 103,422 109,976 51,768 58,208
Transportation subsidies 249,879 248,829 152,742 96,087
Total expenditures 353,301 358,805 204,510 154,295
Excess of revenues over expenditures 252,769 247,265 449,122 201,857

Other financing sources (uses)

Operating transfers in 9,484 9484 12,047 2,563
Operating transfers out {156,609) (156,609} {157,276) (667
Total other financing sources (uses) {147,125) {147,125) {145,229) 1,896

Excess {deficiency) of revenues
and other financing sources over
expenditures and other financing uses $ 105644 & 100,140 3 303893 & 203,753

The notes to the schedule of revenues and expenditures are an integral part of this schedule.
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Los Angeles County Metropolitan Transportation Authority
Measure R Special Revenue Fund
Notes to Schedule of Revenues and Expenditures

June 30, 2012

Organization
General

The Los Angeles County Metropolitan Transportation Authority (“LACMTA”) is
governed by a Board of Directors composed of the five members of the County Board of
Supervisors, the Mayor of the City of Los Angeles, three members appointed by the
Mayor, and four members who are either mayors or members of a city council and have
been appointed by the Los Angeles County City Selection Committee to represent the
other cities in the County, and a non-voting member appointed by the Governor of the
State of California.

LACMTA is unique among the nation’s transportation agencies. It serves as transportation
planner and coordinator, designer, builder and operator for one of the country's largest,
most populous counties. More than 10 million people — about one fourth of California's
residents - live, work, and play within its 1,433-square-mile service area.

Measure R

Measure R, also known as the Traffic Relief and Rail Expansion Ordinance is a special
revenue fund used to account for the proceeds of the voter-approved one-half percent sales
tax that became effective on July [, 2009 and continuing on for the next 30 years.
Revenues collected are allocated to: 1) 2% for rail capital improvements; 2) 3% for
Metrolink capital improvement projects within Los Angeles County; 3) 5% for rail
operations for new transit project operations and maintenance; 4) 15% for local return; 5)
20% for countywide bus service operations, maintenance, and expansion; 6) 20% for
highway capital projects; and 7) 35% for transit capital specific projects.

Summary of Significant Accounting Policies

The Schedules of Revenues and Expenditures for Measure R Special Revenue Fund have
been prepared in conformity with Generally Accepted Accounting Principles in the United
States of America (“GAAP”) as applied to government units, The Governmental
Accounting Standards Board (“GASB”) is the recognized standard-setting body for
establishing governmental accounting and financial reporting principles for governments.
The more significant of LACMTA’s accounting policies with regard to the special
revenue fund type are described below:



Los Angeles County Metropolitan Transportation Authority
Measure R Special Revenue Fund
Notes to Schedule of Revenues and Expenditures

June 30, 2012

Summary of Significant Accounting Policies (Continued)
Fund Accounting

LACMTA utilizes fund accounting to report its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain governmental
functions or activities. A fund is a separate accounting entity with a self-balancing set of
accounts. Funds are classified into three categories: governmental, proprietary, and
fiduciary. Governmental Funds are used to account for most of LACMTA s governmental
activities. The measurement focus is a determination of changes in financial position,
rather than a net income determination. LACMTA uses governmental fund type Special
Revenue Funds to account for Measure R sales tax revenues and expenditures. Special
Revenue Funds are used to account for proceeds of specific revenue sources that are
legally restricted to expenditures for specified purposes.

Basis of Accounting

The modified accrual basis of accounting is used for the special revenue fund type. Under
the modified accrual basis of accounting, revenues are recorded when susceptible to
accrual, which means measurable (amount can be determined) and available (collectible
within the current period or soon enough thereafter to be used to pay liabilities of the
current pertod).

Budgetary Accounting

The established legislation and adopted policies and procedures provide that the
LACMTA's Board approves an annual budget. Annual budgets are adopted on a basis
consistent with generally accepted accounting principles in the United States of America
for all governmental funds.

Prior to the adoption of the budget, the Board conducts public hearings for discussion of
the proposed annual budget and at the conclusion of the hearings, but not later than June
30, adopts the final budget. All appropriations lapse at fiscal year end. The budget is
prepared by fund, project, expense type, and department. The legal level of control is at
the fund leve!l and the Board must approve additional appropriations.



Los Angeles County Metropolitan Transportation Authority
Measure R Special Revenue Fund
Notes to Schedule of Revenues and Expenditures

June 30, 2012

Summary of Significant Accounting Policies (Continued)
Budgetary Accounting (Continued)

By policy, the Board has provided procedures for management to make revisions within
operational or project budgets only when there is no net doHar impact to the total
appropriations at the fund level. Budget amendments are made when needed.

Annual budgets are adopted by LACMTA on the modified accrual basis of accounting for
the special revenue fund types, on a basis consistent with GAAP as reflected in the
Schedules.

Interest Income and Appreciation (Decline) in Fair Value of Investments

The net appreciation (decline) in the fair value of investments is shown on the Schedule of
Revenues and Expenditures. LACMTA maintains a pooled cash and investments account
that 1s available for use by all funds, except these restricted by state statutes.

Use of Estimates

‘The preparation of the Schedules in conformity with GAAP requires management tc make
estimates and assumptions that affect the reported amounts of revenues and expenditures
during the reporting period. Actual results could differ from those estimates.

Intergovernmental Transactions

Any transaction conducted with a governmental agency outside the complete jurisdiction
of LACMTA will be recorded in an account designated as Intergovernmental.

Operating Transfers

Amounts reflected as operating transfers represent permanent, legally authorized transfers
from a fund receiving revenue to the fund through which the resources are to be expended.
All operating transfers infout of the Measure R Special Revenue Fund have been made in
accordance with all expenditure requirements of the Measure R Ordinance.



Los Angeles County Metropolitan Transportation Authority
Measure R Special Revenue Fund
Notes to Schedule of Revenues and Expenditures

June 30, 2012

Audited Financial Statements

The audited financial statements for Measure R Special Revenue Fund for the year ended
June 30, 2012 are included in LACMTA’s Annual Audited Financial Report.

Subsequent Events

In September 2012, the U.S. Department of Transportation (USDOT) approved
LACMTA’s request for $543.9 million Transportation Infrastructure Finance and
Innovation Act’s (TIFIA) loan for the Crenshaw/LAX Transit Corridor project. The
Crenshaw/LAX Transit Corridor project is 8.5-mile light rail project with six new stations
scheduled to begin construction in 2013 and expected to be completed by 2018,



BCA Bazﬂio Cobb Cert_if_zed Public Accountants and Consultants
Associates o

Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Measure R Independent Taxpayers Oversight Committee
Los Angeles County Metropolitan Transportation Authority

We have audited the accompanying Schedules of Revenues and Expenditures (the “Schedules™)
for Measure R Special Revenue Fund of the Los Angeles County Metropolitan Transportation
Authority (“LACMTA™) as of and for the fiscal year ended June 30, 2012, and have issued our
report thereon dated, December 5, 2012. We conducted our audit in accordance with 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.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the LACMTA’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the Schedules, but not for the purpose of expressing an opinion on the
effectiveness of the LACMTA’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the LACMTA’s s intermal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the nomal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatemnent of the LACMTA's Schedules will not be prevented, or
detected and corrected on a timely basis.

Qur consideration of intemnal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

&
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Compliance and Other Mafters

As part of obtaining reasonable assurance about whether the LACMTA’s Schedules are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

We noted certain matters that we reported to management of the LACMTA in a separate letter
dated December 5, 2012.

This report is intended for the information and use of the LACMTA Board of Directors and

management, and the Measure R Independent Taxpayers Oversight Committee and is not
intended to be and should not be used by anyone other than these specified parties.

Torrance, California
December 3, 2012

Bazitic Cobl (ssociates
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Independent Auditor’s Report on Compliance with Requirements Applicable to
Measure R Revenues and Expenditures in Accordance with the
Traffic Relief and Rail Expansion Ordinance

Measure R Independent Taxpayers Oversight Committee
Los Angeles County Metropolitan Transportation Authority

Compliance

We have audited the compliance of the Los Angeles County Metropolitan Transportation
Authority (“LACMTA”) with the types of compliance requirements described in the Traffic Relief
and Rail Expansion Ordinance (the Ordinance) that are applicable to Measure R revenues and
expenditures for the year ended June 30, 2012. Compliance with the requirements of the laws and
the Ordinance applicable to its Measure R revenues and expenditures is the responsibility of
LACMTA’s management. Our responsibility is to express an opinion on LACMTA’s compliance
based on our audit.

We conducted our audit of compliance in accordance with 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 audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred fo above that could have a
direct and material effect on Measure R revenues and expenditures occurred. An audit includes
examining, on a test basis, evidence about LACMTA’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on LACMTA’s compliance with those requirements.

In our opinion, LACMTA complied, in all material respects, with the requirements referred to
above that are applicable to the Measure R revenues and expenditures for the year ended June 30,
2012.

10
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Internal Control Over Compliance

Management of the LACMTA is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations applicable to the Measure R
revenues and expenditures. In planning and performing our audit, we considered the LACMTA’s
internal control over compliance requirements that could have a direct and material effect on the
Measure R revenues and expenditures in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with the Ordinance, 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 the LACMTA'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 with a type of
compliance requirement 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 with a type of compliance
requirement will not be prevented, or detected and corrected, on a timely basis.

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 infernal control
over compliance that might be deficiencies, significant deficiencies, or material weaknesses. We
did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above.

This report is intended solely for the information and use of the LACMTA’s Board of Directors

and management, and the Measure R Independent Taxpayers Oversight Committee, and is not
intended to be and should not be used by anyone other than these specified parties.

Torrance, California
December 5, 2012

Bazitio Cobl (ssaciates
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Les Angeles County Metropolitan Transportation Authority
Measure R Special Revenue Fund
Current Year Findings

For the Year Ended June 30, 2012

None noted.
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Los Angeles County Metropolitan Transpertation Authority
Measure R Special Revenue Fuad
Prior Year Findings

For the Year Ended June 30, 2012

None noted.
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Measure R Independent Taxpayers Oversight Committee
Los Angeles County Metropolitan Transportation Authority

In planning and performing our audit of the Schedules of Revenues and Expenses of the Measure
R Special Revenues Fund of the Los Angeles County Metropolitan Transportation Authority
(LACMTA) as of and for the fiscal year ended June 30, 2012, we considered the internal control
over financial reporting solely for the purpose of determining the nature, timing and extent of
auditing procedures necessary for expressing our opinion on the financial statements. Our
auditing procedures included determining proper oversight over outside entities receiving the
largest dollar amount of Measure R funds for the fiscal year ended June 30, 2012. Qur auditing
procedures also included determining the status of observations and recommendations identified
by the other auditors of Local Refurn funds.

During our audit we noted a matter that could strengthen LACMTAs oversight over the use of
Measure R Local Return funds. Our comment is summarized as follows:

More Timely Follow-up Needed of Prior Audit Local Return Audit Findings

We found that LACMTA management did not follow-up with Local Return recipients to resolve
audit findings reported for the fiscal year 2010-11 audits in a timely manner. Although final
reports were all issued by March 2012, follow-up letters to jurisdictions with audit findings on
Local Return funds were not sent until November 2012. Furthermore, these follow-up letters
were sent only after our audit inquiry on follow-up actions taken on prior audit findings. Timely
follow-up actions are needed to ensure that audit findings are resolved, that jurisdictions are in
compliance with the Measure R Ordinance, and that any funds not spent in accordance with the
Ordinance are refurned to LACMTA.

Recommendation

We recommend that LACMTA Local Return project management ensure that prior audit
findings follow-up actions are taken in a timely manner.

Management Response
LACMTA will make a more coordinated effort to ensure that the response letters are sent in a
timely manner for ail future audits.

Washington www.baziliocobb.com Los Angeles



This report is intended solely for the use of the LACMTA Board of Directors and management,
and the Measure R Independent Taxpayers Oversight Committee and is not intended to be and
should not be used by anyone other than these specified parties.

Thank you for the opportunity to serve LACMTA. We appreciate the courtesy and cooperation
extended to us during our audit.

Torrance, California
December 5, 2012
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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 Metropelitan Transportation Authority
and Mecasure R Oversight Committee

Compliance

We have audited the compliance of the Cities identified in Schedule 1, with the fypes 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 {the Guidclines); and the rcspective Assurances and Understandings Regarding Receipt
and Use of Mecasure R Local Return Funds, executed by LACMTA and the respective Citics and the
County for the year ended June 30, 2012 (collectively the Requirements). Compliance with the above
noted Requirements by the Cities are identified in the summary of auditor's results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the Requirements is the
responsibility of the respective Cities’ management. Our responsibility is to cxpress opinions on the
Cities’' compliance based on our audiis.

We conducted our audits of compliance in accordance with the Guidelines, auditing standards generally
accepted in the United States of America and the standards 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 cffect on the Measure R Local Return program
occurred. An audit includes examining, on a test basis, evidence about each City's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
belicve that our audits provide a reascnable basis for our opinions. Our audits do not provide a legal
determination of each City's compliance with those requirements.

In our opinion, the Cities compiied, in all material respects, with the requirements referred to above that
are applicable to the Measure R Local Return program for the year ended June 30, 2012. However, the
results of our auditing procedures disclosed other instances of noncompliance with those requirements,
which are required to be reported in accordance with the Guidelines and which are described in the
accompanying Summary of Compliance Findings, Schedule 1 and Schedule 2 as Finding Numbers 1
through 11.



Internal Control Over Compliance

The management of each City is responsible for cstablishing and maintaining cffective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal,
state and local programs. In planning and performing our audits, we considered each City’s internal
control over compliance with the requirements that could have a direct and material effect on the Measure
R Local Return program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with 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 opinien on the effectiveness of each City’s internal
control over compliance.,

Qur 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 significant deficiencies or material weaknesses and therefore, there can be no assurance that
all deficiencies, significant deficicncies, or material weaknesses have been identified. However, as
discussed below, we identified a deficiency in internal control over compliance that we consider to be a
material weakness.

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 Requirements 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 Requirements will not be prevented, or detected and correcied, on a timely basis. We consider
the deficiency in internal conirol over compliance described in the accompanying Summary of
Compliance Findings, Schedule 1 and Schedule 2 as Finding Number 7 (Redondo Beach) to be a material
weakness.

Responses by the Cities to the findings identified in our audits are described in the accompanying
Schedule 2 - Schedule of findings and questioned costs. We did not audit the Cities’ responses and,
accordingly, we express no opinion on the responscs.

This report is intended solely for the information and use of the LACMTA, the management, City
Councils and others within each City and is not intended to be and should not be used by anyone other
than these specified parties.

M ?‘/&7‘-’6 Ll
Los Angeles, California
December 28, 2012



Summary of Compliance Findings

The audits of the 49 cities have resulted in 11 findings. The table below shows a summary of the findings:

#of Responsible Cities/ Finding
Finding Findings No. Reference Questioned Costs
Revenucs received, including allecations and
interest income, were not properly recorded Avalon (# 1), Redondo Beach
in Measure R Local Return Account. 2 #T $ 7,900
Funds were expended without LACMTA's San Dimas (# 8), San Marino
approval. 3 (# 9), Torrance (# 10} 565,506
Form One (Expenditure Plan) was not Avazlon (# 2), Cerritos (# 3),
submitted timely. 3 Duarte {(# 4) 0
Form Two (Expenditure Report) was not
submitted timely. 2 Lomita (# 5), Pasadena (# 6) 0
Administrative costs were not accumulated
and reported in a separate “Transportation
Administration” project cade. 1 West Covina (# 11) 0
Total Findings and Questioned Costs 11 $ 573,406

Details of the findings can be found in Schedule 2.




Los Angeles County Metropolitan Transit Autherity
Summary of Measure R Audit Results

Fiscal Year Ended June 30, 2012

SCHEDULE 1

Compliance Area Tested Alhambra Arcadia Artesia
Funds were expended for transportation purposes. Compliant Conpiiant Compliant
Funds were used to augment, not supplant, existing local
revenucs being used for fransportation purposes. Conmpliant Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliant Compliant Compliant
Accounts and recerds have established a separate
operating Measure R Local Transportation Assistance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, ncluding allocations,
project generated revenues, interest income properly
recorded. Compliant Compliant Compliant
Verffication that funds were expended with LACMTA's
approval Conplant Compliant Compliant
Verffication that funds were not substituted for property tax
and s compliant with assurances and undersianding, Complant Comptiant Compliant
Timely submission of Expenditure Plan (Form One) Conpliant Compliant Compliant
Timely submission of Expenditure Report (Form Two} Compliant Compliant Conpliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant Compliant Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifis). Not applicabke | Not applicable | Not applicable
Verffication that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another jurisdiction
were propetly recorded by that jurisdiction. Not applicable | Not applicable | Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicabke | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status s reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable




Los Angeles County Metropolitan Transit Authority

Snmmary of Measure R Andit Resulis

Fiscal Year Ended June 30, 2012

SCHEDULE 1

{Continued}

Compliance Area Tested Avalon Bellflower Bradbury
Funds were expended for transportation purposes. Conpliant Conpliant Not applicable
Funds were used 1o augment, not supplant, existing local
revenues being used for transporiation purposes. Compliant Compliant Neot applicable
Evidence of signed and returned assurances and
undcrstanding agrecment. Compliant Compliant Compliant
Accounts and records have established a scparaie
operating Measure R Local Transporfation Assistance
Account for LR Purposes. Compliant Conpliant Compliant
Verification of revenues received, including allocations,
project gencrated revenues, interest income properly
recorded. Finding 1 Comnpliant Compliant
Verification that funds were cxpended with LACMTA's
approval Compliant Compliant Not applicable
Verification that firkds were not substituted for property tax
and is compliant with assurances and understanding. Compliant Compliant Not applicable
Timely submission of Expenditure Plan (Form One) Finding 2 Compliant Complant
Timely submission of Expenditure Report {Form Two) Compliant Compliant Naot applicable
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expendiures. Compliant Compliant Not applicable
Approval obtained from LACMTA for fund exchange
(trades, loars, or gifis}. Not applicable | Not applicable | Not applicable
Verification that furks expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicabke | Nof applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported I
the expenditure plam. Not applicable | Not applicable | Not applicable
Where recreational Transit Scrvices, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable




Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

SCHEDULE 1

(Continued)

Compliance Area Tesied Burbank Cerritos Claremont
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for fransportation purposes. Compliant Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliant Comphant Comptliant
Accounts and records have established a separate
operating Measure R Local Transportation Assktance
Account for LR Purposes. Conplant Compliant Compliant
Verification of revenues received, ncluding allocations,
project generated revenues, interest ncome properly
recorded. Commpliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Compliznt Compliant Conmpliant
Verification that funds were not substituted for property tax
and &5 compliant with assurances and understanding, Compliant Compliant Conpliant
Timely submission of Expenditure Plan (Form One) Compliant Finding 3 Compliant
Timely submission of Expenditure Report (Form Two) Compliant Comphant Compliant
Timely use of fands Conmpliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant Compliant Complant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifls), Not applicable | Not applicable | Not applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another jurisdiction
were properly recoerded by that jurisdiction. Not applicable [ Not applicablke | Not applicable
Establishment of, and approval by LACMTA for, a rescrve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status i reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable




SCHEDULE 1
Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

(Continued)

Compliance Area Tested Covina Diamond Bar Downey
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for fransportation purposes. Complian{ Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliant Compliant Compfiant
Accounts and records have cstablished a separate
operating Measure R Local Transportation Assistance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, inchiding allocations,
project generated revenues, interest income properly
recorded. CompHant Complant Compliant
Verification that funds were expended with LACMTA's
approval Compliant Compliant Compliant
Verification that fimds were not substituted for property tax
and is compliant with assurances and understanding, Compliant Compliant Compliant
Timely submission of Expenditure Plan (Form One) Conpliant Compliant Compliant
Timely submission of Expenditure Report {Form Two) Comoliant Compliant Conpliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant Compliant Compliant
Approval obtained from LACMTA for fund exchange
{trades, loars, or gifis}. Not applicable | Not applicable | Not applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Notapplicabke | Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Notapplicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable Compliant




Los Angeles County Metropolitan Transit Authority

Summary of Measure R Audit Results

Fiscal Year Ended June 36, 2012

SCHEDULE 1

(Continued)

Compliance Area Tested Duzarte El Segundo Glendale
Funds were expended for fransportation purposes. Compliant Not applicable Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes. Compliant Not applicable Compliant
Evidence of signed and returned assurances and
understanding agreerment. Compliant Compliant Compliant
Accounts and records have established a separate
operating Measure R Local Transportation Assistance
Account for LR Purposes. Compliant Compliant Cormpliant
Verification of revenues received, including allocations,
project generated revenucs, interest income properly
recorded. Compliant Compliant Complant
Verification that funds were expended with LACMTA's
approval. Compliant Not applicable Compliant
Verification that funds were not substituted for property tax
and 1 comphant with assurances and understanding, Conpliant Not applicable Conpliant
Timely submission of Expenditure Plan (Ferm One) Finding 4 Cormpliant Comgpliant
Timely submission of Expenditure Report {Form Two) Compliant Not applicable Compliant
Timely use of funds Compliant Corpliant Compliant
Administrative expendifure did not exceed 20% of the total
armval LR expenditures. Compliant Not applicable Compliant
Approval obtained from LACMTA for fund exchange
(tradces, loans, or gifts). Not applicable | Not applicable j Not applicable
Verification that funds expended and rembursed by another
fund, were properly credited to the LR account upen
reimbursment, Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable




Los Angeles County Metropolitan Transit Authority

Summary of Measure R Audit Results

Fiscal Year Ended June 30, 2012

SCHEDULE 1

{Continued)}
Hawaiian Hermosa
Compliance Area Tested Glendora Gardens Beach

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. Compliant Not applicable Cormpliant
Evidence of signed and returned assurances and
wnderstanding agreement. Compliant Compliant Compliant
Accounts and records have established a separate
operating Measure R Local Transpertation Assistance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues recetved, including allocations,
project generated revenucs, interest income properly
recorded. Compliant Compliant Complant
Verification that funds were expended with LACMTA's
approval Compliant Not applicable Compliant
Verificatiorn: that funds were not substituted for property tax
and s compliant with assurances and understanding. Compliant Not applicabk Complant
Timely submission of Expenditure Plan (Form One}) Compliant Compliant Compliant
Timely submission of Expenditure Report (Form Two) Compliant Not applicable Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expend itures. Compliant Nof applicable Compliant
Approva] obtained from LACMTA for fund exchange
{trades, loans, or gifts). Not applicable | Not applicable | Net applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Not applicabk
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicable
Establshment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been estabiished, and the current sfatus is repoerted in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted tmely. Not applicable | Not applicable | Not applicable




Los Angeles County Metropelitan Transit Authority

Summary of Measure R Audit Results

Fiscal Year Ended June 30, 2012

SCHEDULE 1

(Continued)
La Canada- La Habma

Compliance Area Tested Flintridge Heights La Mirada
Funds were expended for transportation purposes. Comphant Not applicable | Not applicable
Funds were uscd to augment, not suppiant, existing local
revenues being used for transportation purposes. Compliant Not applicable | Not applicable
Fvidence of signed and returned assurances and
understanding agreement. Compliant Compliant Compliant
Accounts and records have established a separate
operating Measure R Local Transportation Assistance
Accourt for LR Purposes. Complant Comptliant Compliant
Verification of revenues received, ncluding allocations,
profect generated revenugs, interest mcome propetly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Compliant Not applicable | Not appiicable
Verification that funds were not substituted for property tax
and & compliant with assurances and understanding, Compliant Not applicable | Not applicable
Timely submission of Expenditure Plan (Form Onc) Compliant Compliant Comnpliant
Timely submission of Expenditure Report {Form Twao) Compliant Not applicable | Not applicable
Timely use of funds Compliant Cormpliant Coenpliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant Not applicable | Not applicable
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifts). Compliant Not applicable | Not applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment, Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another Jurisdiction
were properly recorded by that jursdiction. Compliant Not applicable | Not applicablke
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
‘Where recreationat Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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Los Angeles County Metropolitan Transit Autherity
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

SCHEDULE 1

{Continued}

Compliance Area Tested La Verne Lakewood Lancaster
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transporfation purposes. Compliant Compliant Compliant
Evidence of signed and returned assurances and
understanding agrecment. Compliant Compliant Compliant
Accounts and records have cstablished a separate
operating Measure R Local Transportation Assistance
Account for LR Purposes. Compliant Complant Compliant
Verification of revenues reccived, including allocations,
project generated revenues, interest income properly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Compliant Compliant Compliant
Verification that funds were not substituted for property tax
and is compliant with assurances and understanding. Compliant Compliant Compliant
Timely submission of Expenditure Plan (Form One) Compliant Compliant Complant
Timely submission of Experditure Report (Form Two) Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the folal
annual LR expenditures. Compliant Compliant Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifts). Not applicable | Not applicable | Not applicable
Verification that funds expended and reimbursed by another
furd, were properly credited to the LR account upon
reimbursment. Not applicabie [ Notapplicable | Not applcable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jursdiction. Not applicable | Not applicable | Not applicabke
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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SCHEDULE 1
Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

{Continued)

Compliance Area Tested Lomita Long Beach  Los Angeles
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used 1o augment, not supplant, existing local
revenucs being used for transportation purposes. Compliant Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliant Compliant Compliant
Accounts and records have cstablished a separate
operating Measure R Local Transpertation Assistance
Account for LR Purposcs. Compliant Complant Compliant
Verification of revenues recetved, inchuding allocations,
project generafed revenues, interest income properly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Compliant Complant Compliant
Verification that funds were not substituted for property tax
and 1 compliant with assurances and understanding. Compliant Compliant Comnpiiant
Timely submission of Expendiure Plan {(Form One) Compliant Compliant Compliant
Timely submission of Expenditure Report (Form Two) Finding 5 Compliant Compliznt
Timely use of funds Compliant Comphant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant Compliant Compliant
Approval obtained from LACMTA for fund exchange
{trades, oans, or gifts). Not applicable [ Not applicable | Not applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upen
reimbursment. Not applicable | Not applicable } Not applicable
Verification that funds exchanged with ancther jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicabke
Establshment of, and approval by LACMTA for, a reserve
fund. Not applicabk | Not applicable | Not applicable
For capital reserve fund, verification that a separafe account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Notapplicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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Los Angeles County Metropolitan Transit Authority

Summary of Measure R Audit Results

Fiscal Year Ended June 30, 2012

SCHEDULE 1

{Continued)}
Manhatitan

Compliance Area Tested Beach Monrovia Norwalk
Funds were expended for transportation purposes. Not applicable | Not applicable Compliant
Funds were used o augment, not supplant, existmg local
revenues bemg used for transportation purposes. Noi applicable | Not applicable Compliant
Evidence of signed and returned assurances and
urderstanding agreement. Compliant Compliant Compliant
Accounts and records have establshed a scparate
operating Measure R Local Transporfation Assistance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, including allocations,
project generated revenues, interes! income properly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Not applicable | Not applicable Compliant
Verification that funds were not substituted for property tax
and i compliant with assurances and understanding. Not applicable | Not applicable Compliant
Timely submission of Expenditure Plan (Form One) Compliant Compliant Compliant
Timely submission of Expenditure Report (Form Two) Not applicable | Not applicable Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Not applicable | Not applicable Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifis). Notapplicable | Not applicable | Not applicable
Verification that funds expended and rembursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Nof applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicabke
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submilied timely. Not applicable | Not applicable | Not applcable

13




SCHEDULE 1
Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Resulis
Fiscal Year Ended June 30, 2012

{Continued)
Palos Verdes

Compliance Area Tested Palmdale Estates Paramount
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used 10 augment, not supplant, existing local
revenues being used for transportation purposes. Compliant Compliant Compliant
Evilence of signed and refurned assurances and
understanding agreement. Complant Comp#ant Complant
Accounts and records have establshed a separate
operating Measwure R Local Transportation Assstance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, including allocations,
project generated revenues, mterest mcome properly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Compliant Compliant Compliant
Verification that funds were not substituted for property tax
and is compliant with assurances and understanding, Compliant Compliant Compliant
Timely submission of Expenditure Plan (Form One) Compliant Compliant Compliant
Timely submission of Experditure Report {Form Two) Compliant Complant Compliant
Timely use of funds Complant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Complant Complant Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifts). Not applicable | Not applicable | Not applicable
Verffication that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another Jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plan. Nat applicable j Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

SCHEDULE 1

{Continued)
Rancho Palos Redondo
Compliance Area Tested Pasadena Yerdes Beach

Funds were expended for transportation purposes. Compliant Compliant Compliant
Funkis were used to augment, not supplant, existing local
revenues being used for transportation purposes. Compliant Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliznt Compliant Compliant
Accounts and records have eslablished a scparate
operating Measure R Local Transportation Assistance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, including allocations,
project generated revenues, nterest income properly
recorded. Compliant Compliant Finding 7
Verification that funds were expended with LACMTA's
approval Compliant Compliant Compliant
Verification: that funds were not substituted for property tax
and is complian! with assurances and understanding. Compliant Compliant Compliant
Timely submission of Expenditure Plan (Form One) Compliant Compliant Compliant
Timely submission of Expenditure Report (Form Two}) Finding 6 Compliant Compliant
Timely use of funds Compliant Compliant Conmpliant
Adminsstrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant Compliant Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifts}. Not applicable | Notapplicable [ Not applicable
Verification that funds expended and reimbursed by another
furd, were properly credited o the LR account upon
reimbursment. Not applicable | Not applicable | Not applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicable
Establshment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital rescrve fund, verification that a separale account
has been established, and the current status is reported in
the expenditure plan. Not applicable | Not applicable § Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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SCHEDULE 1
Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

{Continued)
Rolling Hills

Compliance Area Tested Rolling Hills Estates San Dimas
Funds were expended for transportation purposes, Notapplcable | Complant Compliant
Funds were used to augment, not supplant, existing local
revenues being used for transportation purposes. Not applicable Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliant Complant Complant
Accounts and reords have cstablished a separale
operating Mcasure R Local Transportation Assistance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, including allocations,
project generated revenues, interest income properly
recorded. Compliant Compliant Conpliant
Verification that funds were expended with LACMTA's
approval Not applicablke Compliant Finding 8
Verification that funds were not substituted for property tax
and 5 compliant with assurances and understanding, Not applicable Compliant Cormpliant
Timely submission of Expenditure Plan (Form One) Not applicable Compliant Compliart
Timely submission of Expenditure Report {Form Two) Not applicable Conpliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Not applicable Compliant Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifis). Not applicable | Notapplicable | Not apphcable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
refmbursment. Not applicable | Not applicable | Not applicable
Verfification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not apphcabke
Establshment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicabke
For capital reserve fund, verification that a separate account
has been established, and the current status is reporied
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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SCHEDULE 1
Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

{Continued)

Compliance Area Tested San Gabriel  SanMarno  Santa Clarita
Funds were expended for transportation purposes. Compliant Compliant Compliant
Funds were used to augment, not supplant, existing local
revemis being used for transportation purposes. Compliant Compliant Compliant
Evidence of signed and returned assurances and
understanding agreement. Compliant Compliant Compliant
Accounts and records have established a separate
operating Measure R Local Transportation Assktance
Account for LR Purposes. Compliant Compliant Compliant
Verffication of revenues received, including allocations,
project generated revenues, interest income properly
recorded. Compliant Compliant Compliant
Verffication that funds were expended with LACMTA's
approvak Compliant Finding 9 Complian
Verification that funds were not substituted for property tax
and is compliant with assurances and understanding, Compliant Complian{ Conpliant
Timely submission of Expenditure Plan {Form One) Compliant Compliant Compliant
Timely submission of Expenditure Report (Form Two) Compliant Compliant Compliant
Timely use of funds Compliant Complant Compkant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Complant Compliant Conmpliant
Approval obtained from LACMTA for fund exchange
{trades, loans, or gifis). Not applicable | Not applicable | Not applicable
Verification that funds expended and reimbursed by another
fund, were properly crediled to the LR account upon
reimbursment, Not applicable § Not applicable | Not applicable
Verfification that funds exchanged with another jurisdiction
were properly recorded by that jursdiction. Not applicable | Not applicable { Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in
the expenditure plam. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submilted timely. Not applicable | Notapplicable | Not apphicable
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SCHEDULE 1
Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

{Continued)
South

Compliance Area Tested Sierra Madre  Signal Hill Pasadena
Funds were expended for transportation purposes. Not applicable | Compliant Compliant
Funds were used to augment, not supplant, existng local
revenues being used for transportation purposes. Not applicable Compliant Compliant
Evidence of signed and returned assurances and
wndersianding agreemens, Compliant Conpliant Conpiiant
Accounts and records have established a separate
operating Measure R Local Transportation Assitance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, mcluding allocations,
project generated revenues, mterest mcome properly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval. Not applicable Compliant Compliant
Verification that funds were not substituted for property tax
and i compliant with assurances and understanding, Not applicable Compliant Compliant
Timely submission of Expenditure Plan (Form One) Not applicable Compliant Compliant
Timely submission of Expenditure Report (Form Two} Not applicable Compliant Compliant
Timely use of funds Cornpliant Compliant Compliant
Administrative cxpenditure did not cxceed 20% of the total
annual LR expenditures. Not applicable Compliant Compliant
Approval obtained from EACMTA for fund exchange
(trades, loans, or gifis). Not applicable | Not applicable | Not applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
rembursment. Not applicable | Not applicable | Not applicable
Verffication that funds exchanged with another jurisdiction
were properly recorded by that jursdiction. Compliant Not applicable | Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current stagus is reported in
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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SCHEDULE 1
Los Angeles County Metropolitan Transit Authorify
Summary of Measure R Audit Results
Fiscal Year Ended June 30, 2012

{(Continued)

Compliance Area Tested Temple City Torrance West Covina
Funds were expended for (ransportation purposes. Compliant Cormpliant Conpliant
Funds were used to augment, not supplant, existing local
revenues bemng used for transportation purposes. Compliant Compliant Compliant
Evklence of signed and returned assurances and
understanding agreement. Compliant Compliant Compliant
Accounts and records have established a separate
operating Measure R Local Transportation Assstance
Account for LR Purposes. Compliant Compliant Compliant
Verification of revenues received, including allocations,
project generated revenues, interest income properly
recorded. Compliant Compliant Compliant
Verification that funds were expended with LACMTA's
approval Compliant Finding 10 Compliant
Verffication that funds were not substituted for property tax
and is compliant with assurances and understanding, Compliant Compliant Compliant
Timely submission of Expenditure Plan {Form One) Compliant Compliant Compliant
Tmely submission of Expenditure Report {Form Two) Compliant Compliant Compliant
Timely use of funds Compliant Compliant Complant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Not applicable Compliant Finding 11
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifis). Not applicable | Not applicable | Not applicable
Verification that funds expended and rembursed by another
fund, were properly credited o the LR account upon
reimbursment, Not applicable | Not applicable } Not applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jurisdiction. Not applicable | Not applicable | Not applicable
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable | Not applicable | Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status i reported m
the expenditure plan. Not applicable | Not applicable | Not applicable
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicable | Not applicable | Not applicable
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Los Angeles County Metropolitan Transit Authority
Summary of Measure R Audit Results

Fiscal Year Ended June 30, 2012
{Confinued)

Compliance Area Tested Whittier
Funds were expended for transportation purposes. Compliant
Funds were used to augment, not supplant, existing local
revenues bemg uscd for transportation purposes. Compliant
Evidence of signed and returned assurances and
understandmg agreement, Compliant
Accounts and records have established a separate
operating Measure R Local Transportation Assistance
Account for LR Purposes. Compliant
Verification of revenues received, including allocations,
project generated revenues, interest income properly
recorded. Compliant
Verification that funds were ¢xpended with LACMTA's
approval Compliant
Verification that funds were not substituted for property tax
and s compliant with assurances and understanding, Compliant
Timely submission of Expenditure Plan (Form One) Compliant
Timely submission of Expenditure Report {(Form Two) Comphant
Timely use of funds Compliant
Administrative expenditure did not exceed 20% of the total
annual LR expenditures. Compliant
Approval obtained from LACMTA for fund exchange
(trades, loans, or gifts). Not applicable
Verification that funds expended and reimbursed by another
fund, were properly credited to the LR account upon
reimbursment. Not applicable
Verification that funds exchanged with another jurisdiction
were properly recorded by that jursdiction. Not applicablke
Establishment of, and approval by LACMTA for, a reserve
fund. Not applicable
For capital reserve fund, verification that a separate account
has been established, and the current status & reported in
the expenditure plan, Not applicabk
Where recreational Transit Services, Recreational Transit
Form submitted timely. Not applicablke
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

Finding 1 City of Avalon

Compliance Reference Section B(VI) of the Measure R Local Return Program Guidelines
states that “...LACMTA will allow Jurisdiction’s to peol Measure
R LR funds in order to obiain maximum return on investments.
Such investment earnings must be reporied and expended
consistent with these guidelines....”

Condition The City has not ailocated the appropriate share of interest earned
by its Measure R Fund as of June 30, 2012. Therefore, the Form
Two submitied by the City to LACMTA did not include interest
income earned by Measure R funds.

Cause The City indicated that its outside auditer computes the allocation
of interest income to the various funds.

Effect Form Two {Expenditure Report) submitted by the City for FY
2012 did not include the interest carned by Measure R funds for
the year. The estimated interest due to the Measure R Local
Return account is $1,900.

Recommendation We recommend for the City to calculate interest in a timely
manner so that the Form Two submitted to LACMTA properly
includes the interest earned by its Measure R Local Return funds.

Management Response We agree that the interest was not posted in a {imely fashion. We
will calculate the interest, which may be a lower amount than what
the auditor estimated, and bock the adjustment prior to the
finalization of our CAFR in mid January 2013.
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

(Continued)
Finding 2 City of Avalon
Compliance Reference Section B{I)}1) of the Measure R Local Return Program

Guidelines states that “...Jurisdictions shall submit to LACMTA
an Expenditure Plan (Form Onc), annually, by Angust 1 of cach

year....

Condition The City submitted its Form One on August 15, 2011 which is
bevond the due date set under the Guidelines.

Cause The City indicated that it had difficulty opening the form sent by
LACMTA,

Effect Form Onc was not submitted timely as required by the Guidelines.

Recommendation We recommend for the Cily to communicale any issucs

encountered to LACMTA timely so any reporting issues are
addressed immediately prior to the due date set in the Guidelines.

Management Response The City will make sure te {ile the Measure R report in a timely
fashion. The Director of Finance will contact LACMTA and ask
that they send fo her the form or cc her when the form is
transmitted so she can ensure that the report is filed timely,
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

{Continued)
Finding 3 City of Cerritos
Compliance Reference Section B(II)(1} of the Measure R Local Return Program

QGuidelines states that “...Jurisdictions shail submit to LACMTA
an Expenditure Plan (Form One), annually, by August 1 of each
year....”

Condition The City submitted its Form One on August 2, 2011 which is
beyond the due date set under the Guidelines.

Cause The City lacks adequate procedures and controls 1o ¢nsure that
Form One is filed on time.

Effect Form Onc {Expenditure Plan) was not submitted timely as required
by the Guidelincs.

Recommendation We recommend for the City to establish procedures and controls to
ensure that Form One is submitted by August 1 as required by the
Guidelines.

Management Response The City has established policies and procedures regarding the

filing of reports with the Regulatory Authorities, However, due lo
a one-time discrepancy the report was filed late.

In future years, the City will continue to adhere to the established
policies regarding the filing of reports on a timely basis with the
appropriate Regulatory Authorities.
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

{Continued)
Finding 4 City of Duarte
Compliance Reference Section B(II)1) of the Measure R Local Return Program

Guidelines states that “.. Jurisdictions shall submit to LACMTA
an Expenditure Plan (Form One), annually, by August 1 of each

year....”

Condition The City submitted its Form One on August 16 which is beyond
the due date set under the Guidelines.

Cause The City lacks adequate procedures and controls to ensure that
Form One is filed on time.

Effect Form One (Expenditure Plan) was not submitted timely as required
by the Guidelines.
Recommendation We recommend for the City to establish procedures and controls to

ensure that Form One {Expenditure Plan) is submitted by August 1
as required by the Guidelines.

Management Response We have made administrative changes and reassigned
responsibility for Measure R to additional staff. We now have
several people who can perform the required steps In the Mcasure
R process. This eliminates the reliance on onc single individual to
perform all the functions. Now we have cross trained and created
accountability. We have also created a timeline displaying when
required reports are due so we can ‘look ahead’ and plan
accordingly to execute requirements on time,
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

{Continued)
Finding 5 City of Lomita
Compliance Reference Section B(I[)(2}) of the Measure R Local Return Program

Guidelines states that “...Jurisdictions shall submit 2 Form Two, to
LACMTA annually, by October 15™ (following the conclusion of
the fiscal year)....”

Condition The City submitted its Form Two on October 18 which is beyond
the due date set under the Guidelines.

Cause The City lacks adequate procedures and controls 1o ensute that
Form Two is filed on time.

Effect Form Two (Expenditure Report) was not submitted timely.

Recommendation We recommend for the City to establish procedures and controls to
ensure that Form Two is submitted by October 15 as required by
the Guidelines,

Management Response The City of Lomita will implement procedures that will ensure that
Form Two will be completed and submitted on or before October
15 as required by the Guidelines.
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SCHEDULE 2
Los Angeles County Metropolitan Transit Autherity
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

{Continued)
Finding 6 City of Pasadena
Cempliance Reference Section B(II}2) of the Measure R Local Return Program

Guidelines states that “...Jurisdictions shall submit a Form Two, to
LACMTA annually, by October 15™ {following the conclusion of
the fiscal year)....”

Condition The City submitted its Form Two on November I5 which is
beyond the due date set under the Guidelines.

Causc The Cify lacks adequate procedures to ensure that Form Two is
filed on time,

Effect Form Two (Expenditure Report) was not submitted timely.

Recommendation We recommend for the City {o establish procedures and conirels to
ensure that Form Two is submitted by October 15 as required by
the Guidelines.

Management Response The date the actual Form Two was submitted 10 LACMTA
Program Manager was November 15. We misunderstood and
didn’t realize that an actual Form Two needed to be submitted by
QOctober 15. Going forward, we will make sure to meet the
deadline and submit actual Form Two by October 15,
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SCHEDULE 2
Los Angeles County Metropolitan Fransit Authorify
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

(Continned)
Finding 7 City of Redonde Beach
Compliance Reference Section B(VI) of the Measure R Local Return Program Guidelines

states that “...LACMTA will allow Jurisdiction’s to pool Measure
R LR funds in order to obtain maximum return on investments.
Such investment ecarnings must be reported and expended
consistent with these guidelines....”

Condition The City did not allocate the appropriate share of interest ¢arned
by its Measure R Fund as of June 30, 2012. Therefore, the Form
Two submitted by the City o LACMTA did not include interest
income earned by Measure R funds.

This is a repeat finding from the FY 2011 audit,

Cause The City has not implemented controls to ensure that funds
included in pooled investmends get their share of interest earnings.

Effect Form Two (Expenditure Report) submitted by the City for FY
2012 did not report inferest income earned by Measure R funds.
Based on the average yield of investments by the City, we estimaie
the interest due to the Measure R Fund for FY 2012 to be $6,000.

Recommendation We recommend for the City to comply with the Guidelines and
transfer the interest earnings earned by the Measure R funds in
fiscal years 2011 and 2012 to the Measure R LR Fund.

Management Response The City will calculate the interest earned from fiscal years 2011
and 2012 and record it to the City general ledger as a prior period
adjustment in the current fiscal year 2013. Moving forward, the
City will avoid any such findings in the future.

27




SCHEDULE 2

Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2012

{Continued)

Finding 8

City of San Dimas

Compliance Reference

Section B(II)Y1) of the Measure R Local Return Program
Guidelines states that “...LACMTA will provide LR funds tc a
capital project or program sponsor who submits the required
expenditure plan containing the following: 1. The estimated total
cost for each project and/or program activity ....”

To maintain legal cligibility and meet Measure R LR program
compliance requirements, furisdictions shall submit to LACMTA
an Expendiiure Plan {Form One), annually, by August 1 of cach
year.

Condition

The City claimed expenditures for Knollwood Lane Strect
Construction fotaling $48,611 with no prior approval from
LACMTA. Although we found the expenditures to be eligible for
Measurc R funding, the said project had nc prior approval from
LACMTA.

Cause

The City was not aware that a new Form One needs to be
submitted for each new project prior to implementation.

Effect

The City claimed expenditures totaling $48,611 where it had no
prior approval from LACMTA and therefore, the City did not
comply with the Guidelines.

Recommendation

We recommend for the City to obtain approval from LACMTA
prior to implementing any Measure R-funded project.

Management Response

This project code 1.90 was originally approved in fiscal year 2010-
2011 for $125,000. The project continued in fiscal year 2011-12
with additional expenditures of $50,100. There was confusion as
to which form we needed to process to have the additional funds
approved. The project was listed on Form Two showing the actual
expenditures for the year and submitted to LACMTA and part of
the annual reporting. It was later realized that it should have been
sent for approval on Form One for Measure R. We contacted
LACMTA to be sure we provide the correct forms for approval
and the LACMTA Program Manager informed me of the correct
form to use. The item was re-submitted and LACMTA Program
Manager retro-actively approved the expenditures. In the future
we will make surc the expenditures being requested are reported in
the proper form,

Finding Corrected During the
Audit

LACMTA Program Manager granted a retroactive approval of the
said project on November 30, 2012. No additional follow up is
required.
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SCHEDULE 2

Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2012

{Continued)

Finding 9

City of San Marino

Compliance Reference

Section B(II)}{1) of the Measurc R Local Return Program
Guidelines states that “... LACMTA will provide LR funds to a
capital project or program sponsor who submits the required
expenditure plan containing the following: 1. The estimated total
cost for each project and/or program activity ....”

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 1 of each
year,

Condition

The City claimed expenditures for various contractual services
totaling $147,214 with no prior approval from LACMTA. The
City only received approval from LACMTA in FY 2012 for 2
Sireet Maintenance Personnel for $50,484 but did not include
approval for other projects. Although we found the expenditures to
be eligible for Measure R funding, the said project had no prior
approval from LACMTA.

Cause

The City does not appear to be aware that a new Form One needs
to be submitted for cach new project prior lo implementation.

Effect

The City claimed expenditures totaling $147,214 without prior
approval from LACMTA, and therefore, the City did not comply
with the Guidelines.

Recommendation

We recommend for the City fo cstablish procedures and controls to
ensure that approval is obtained from LACMTA prior to
implementing any Measure R-funded projects.

Management Response

The City has corresponded with the LACMTA Program Manager,
who has indicated that she is able to give the City retroactive
approval if the City submits a revised Form One for 2012. The
City has submitted the revised Form One and is awaiting her
approval.

In the future, the City will submit Form One’s for each carryover
at the beginning of the vear, in addition to the newly f{unded
projecis.

Finding Corrected During the
Audit

LACMTA Program Manager granted a retroactive approval of the
said project on November 26, 2012. No additional follow up is
required.
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

{Continued}
Finding 10 City of Torrance
Compliance Reference Section B{(II}1) of the Measure R Local Recturn Program

Guidelines states that “...LACMTA will provide LR funds to a
capital project or program spenscr who submits the required
expenditure plan containing the following: 1. The estimated total
cost for each project and/or program activity ....”

To maintain legal eligibility and meet Measure R LR program
compliance requirements, Jurisdictions shall submit to LACMTA
an Expenditure Plan {Form One), anaually, by August 1 of each
year.

Condition The City claimed expenditures for a project named: Citywide
Sidewalk Ramping/Grinding Project totaling $369,681 with no
prior approval from LACMTA. Although we found the
expenditures 1o be eligible for Mcasure R funding, the said project
had no prior approval from LACMTA.

Cause This is the City’s first project funded by Measure R Local Return
and the City was not aware that a ncw Form One needs to be
submitfed for each new project prior to implementation.

Effect The City claimed expenditures totaling $369,681 without prior
approval from LACMTA, and thercfore, 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
implementing any Measure R-funded projects.

Management Response Torrance submitted its FY2011-12 Expenditure Plan (Form One)
on August 1, 2011. No projects were reported on that Form One.
Subsequently, the Torrance City Council approved the [-109,
Citywide Sidewalk Ramping/Grinding Program project on August
16, 2011. Consequently, the City listed the I-109, Citywide
Sidewalk Ramping/Grinding Program project in the FY2012-13
Expenditure Plan {Form One} and submitted it on August 1, 2012.
The City believes this reporting complied with the Measure R
Local Return guidelincs,

The City acknowledges the Auditors’ concern that funds were
expended, “prior” to LACMTA approval. However, we also
believe the Measure R Local Return guidelines Section B (1) are
ambiguous and were not clcar about directing a jurisdiction to
submit an Expenditure Plan {(Form One) for a newly-added project,
other than on the Expenditure Plan (Form One) due August 1% In

30




SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2012

(Continned)

summary, the City now understands it shall not expend Measure R

Local Return funds on a project unless said project is listed on an
Management Response Expenditure Plan (Form One) AND 1t has also received LACMTA
(continued) approval, prior te expending funds.
Finding Corrected During the LACMTA Program Manager granted a refroactive approval of the
Audit said project on QOctober 8, 2012. No additional follow up is

required.
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SCHEDULE 2
Los Angeles County Metropolitan Transit Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 36, 2012

{Continued)
Finding 11 City of West Covina
Compliance Reference Section B(II)}(2) of the Measure R Local Return Program

Guidelines states that *...Jurisdictions are required to specify
administration charges to Direct Administration in order to verify
compliance of the 20% cap on administration costs....”
Expenditures for administrative costs associaled with and incurred
for Measure R eligible projects/programs are charged to
Transportation Administration project code.

Condition While the City complied with the 20% direct administration costs
cap, our audit showed that the City did not accumulate and report
direct administration costs in a Transportation Administration
project code as required by the Guidelines. Direct administralion
costs incurred on Measure R projects such as salaries, benefits and
overhead costs totaling $143,971were spread out in various non-
administration project codes, which made it difficult to verify
compliance with the 20% administration cap.

Cause The implementation of the City’s plan to report all administrative
costs in a separate project code did not take effect until FY 2013,

Effect The City did not comply with the Guidelines relating to the proper
reporting of direct administration charges.

Recommendation We recommend for the City to comply with the Guidelines and
report administration charges in a separate project code.

Managemen! Respense Historically, the City of West Covina has not had an LACMTA
approved project number 480 and, consequently, all administrative
costs were included in the various project totals. Upon receiving
correspondence from LACMTA regarding the 2010/2011 audit
report, staff inquired of LACMTA staff on how to proceed to
implement a project number 480. LACMTA staff suggested that
the reclassifications necessary to implement this change be done in
FY 2012/2013 via Forms One and Two for Mcasure R {and Ferms
A & B for Proposition A and Proposition C) rather than in FY
2011/2012. Project number 480 was cstablished in FY
2012/2013. The City did not exceed its adminisirative cap during
the 2011/2012 fiscal year and has provided supporting
documentation to the auditors.

32




EXHIBIT 4

INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO MEASURE R ORDINANCE AND
MEASURE R LOCAL RETURN GUIDELINES

TO THE LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY

FOR THE FISCAL YEAR ENDED JUNE 30, 2012




TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
Summary of Compliance Findings
Schedule 1 ~ Summary of Measure R Audit Results

Schedule 2 - Scheduie of Findings and Questioned Costs

"
D - B
L]

17



3600 WILSHIREBOULEVARD, SUITE 1710
LS ANGELES. CA 9N G
{213) 7366664 TELEPHONE
{213) 736-6692 FAX
wew Simpsonandsimpsoncpas.com

SIMPSON & SIMPSON
CERTFIED PUBLC ACCOUNTANTS

FOUNDING PARTHERS
BRAINARD C., SIMPSON, CPA
MELBA W. SIMPSON, CFA

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 Comumittee

Compliance

We have audited the compliance of the Cities and the County 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 Locai Return Guidelines, issued by the Los Angeles
County Metropolitan Transportation Authority {LACMTA), approved by its Board of Directors on
October 22, 2009 (Guidelines); and the respective Assurances and Understandings Regarding Receipt and
Use of Measure R Local Return Funds, exccuted by LACMTA and the respective Cities and the County
for the ycar ended June 30, 2012 {Requirements). Compliance with the above noted Requirements by the
Cities and the County are identified in the summary of auditor’s results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the Requiremnents is the responsibility of
the respective Cities™ and the County’s management. Our responsibility Is to express an opinion on the
Cities’ and the County’s compliance based on our audit.

We conducted our audits of compliance in accordance with the Guidelines, auditing standards generally
accepted in the United States of America, and the standards 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 those requirements and performing such other procedures as we considered necessary in
the circumstances. We belicve that our audits provide a reasonable basis for our opinions. Qur audits do
not provide a legal determination of each City’s or the County’s compliance with those requirements.

In our opinion, the Cities and the County complied, in all material respects, with the requirements referred
to above that are applicable to the Measure R Local Return program for the year ended June 30, 2012.
However, the results of our auditing procedures disclosed other instances of noncompliance with those
requirements, which are required to be reported in accordance with the Guidelines and which are
described in the accompanying Summary of Compliance Findings, Schedule I and Schedule 2 as Finding
Numbers 1 through 13.
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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 requirements of laws, regulations, contracts, and granis
applicable to federal, state, and local programs. In planning and performing our audiis, we considered
each City’s and the County’s internal control over compliance with the requirements that could have a
direct and material effect on the Measure R Local Return program in order 1o determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on Internal
control over compliance in accordance with the Requirements, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do net express an
opinion on the effectiveness of the Cities” and the County’s infernal 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 under the Requirements on a timely basis. A
material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internat control over compliance, such that there is a reasonable possibility that material noncompliance
under the Requirements will not be prevented, or detected and corrected, on a timely bass.

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 deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

Responses by the Citics to the findings identified in our audits are described in the accompanying
Schedule of Findings and Questioned Costs. We did not audit each City’s responses and, accordingly, we
express no opinion on the responses.

This report is intended solely for the information and use of the LACMTA, the management, the City
Councils, and others within each City and the County and is not intended to be and should net be used by
anyone other than these specified parties.

Los Angeles, California
December 21, 2012



Summary ef Compliance Findings

The audit of the 38 Cities and the County of Los Angeles has resulted in 13 findings. The table below

shows a summary of the findings:

Findin # of Responsible Cities/ Questioned
g Findings Finding Reference Costs
No adequate evidence _that funds were 1 Pico Rivera (#12) $ 1230
expended for fransportation purposes
Huntington Park (#6) 8,282
Funds  were expended without 4 Lawndale (#8) 194,000
LACMTA’s approval Maywood (#10) 20,000
Rosemead (#13) 364,950
Azusa (#1)
. Cudahy {#4)
Fogm_nOr(;eI_ (Eﬁl(pcndlture Plan) was not 5 Huntington Park (#7) Nore
submitied tmety Lawndale (#9)
Montebello (#11)
Form Two {Expenditure Report) was not Bell Gardens (#2)
. . 2 None
submitted timely Compton (#3)
Administrative  expenditures  claimed
cxceeded the 20% admin cap under the 1 El Monte (#5) 8,456
Guidelines
Total Findings and Questioned Cost 13 $ 596,918

Details of the findings can be found in Schedule 2,




Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Andit Results
For the Fiscal Year Ended June 30, 2012
Agoura Baldwin
Compliance Areg Tested Hills Azusa Park

Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund were u'scd to augment, not supplant, existing local Compliant | Compliant Compliant
revenues being used for transportation purposes
Evidence ’of signed and returned Assurances and Compliant | Compliant | Compliant
Understandings agreement
Accounts and records have established a separate operating

Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purpeses
Verification of revenues received, including allocations,
project generated revenues, and Interest income were Compliant | Compliant Compliant
properly credited to Measure R account

Verification that funds were expended with LACMTA’s Compliant | Compliant | Compliant
approval

Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant Compliant
Timely submission of Expendifure Plan (Form One) Compliant | Finding-#1 | Compliant
Timely submission of Expenditure Report (Form Two) Compliant | Compliant | Compliant
Timely use of funds Compliant | Compliant | Compliant
Administrative exPendItures did not exceed 20% of the total Compliant | Compliant | Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
{Trade, Loans, or Gifts) Applicable | Applicable | Applicable
?/créflcatlon that iunds(;:_):pgr;dct(}i] arllJc;{rmmburfed by another Not Not Not

unc were properly creciled 1o The Lt accotint upon Applicable | Applicable | Applicable
reimbursement

Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
For capital reserve fund, verification that a separate account Not Not Not
has been established, and the current status is reported in the Applicable | Applicable | Applicable
expenditure plan

Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable | Applicable




Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
(Continued)
Bell Beverly
Compliance Area Tested Bell Gardens Hills
Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund were u_sed te augment, not supplant, existing local Compliant | Compliant | Compliant
revenues being used for transporiation purposes
Evidence of signed and returned Assurances and . . .
Understandings agreement Compliant | Compliant | Compliant
Accounis and records have cstablished a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant | Compliant | Compliant
properly credited to Measure R account
Verification that funds were expended with LACMTA’s Compliant | Compliant | Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant | Compliant
Timely submission of Expenditure Plan {Form One} Compliant { Compliant Compliant
Timely submission of Expenditure Report (Form Two) Compliant | Finding-#2 | Compliant
Timely usc of funds Compliant | Compliant | Compliant
Administrative exPenduurcs did not exceed 20% of the total Compliant | Compliant | Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds expended and reimbursed by another
. Not Not Not
fund were properly credited to the LR account upon Apoli . .
. pplicable | Applicable | Applicable
reimbursement
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
{und Applicable | Applicable | Applicable
For Eapital rcts)fl:.r\: (l;und,d vc;)rificatiori t‘It]a: a s..eparatet agc_outr}zlt Not Not Not
has cen established, and the current status is reported in the Applicable | Applicable | Applicable
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable | Applicable




Les Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
{Continued)
Compliance Area Tested Calabasas Carson Commerce
Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund were used o augment, not supplant, existing local
revenues being used for transportation purposes Compliant | Compliant | Compliant
Evidence of signed and returned Assurances and
Understandings agreement Compliant | Compliant | Compliant
Accounis and records have established a scparate operaling
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliani | Compliant Compliant
properly credited io Mcasure R account
Verification that funds were expended with LACMTA’s Compliant | Compliant | Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant Compliant
Timely submission of Expenditure Plan (Form One) Compliant | Compliant | Compliant
Timely submission of Expenditure Report (Form Two) Compliani | Compliani | Compliant
Timely use of funds Compliant | Compliant | Compliant
Administrative ex?endltures did not exceed 20% of the total Compliant | Compliant Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds expended and reimbursed by another
) Not Not Not
fund were properly credited to the LR account upon Avplicable | Apolicable | Applicable
reimbursement PP 13 PP
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
l;f)r lc):apital regc;yv; gund,d v:lzlrificatmr; li:a: a s‘fep;aralizt :g{;ﬁutr}:; Not Not Not
as been established, and the current status is repo Applicable | Applicable | Applicable
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable | Applicable




Los Angeles County Metropolitan Transportation Authority SCHEDULE ]
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
{Continued)
Compliance Area Tested Compton Cudahy Culver City

Funds were expended for transporiation purposes Compliant [ Compliant | Compliant
Fund were ulsed to augment, not supplant, existing local Compliant | Compliant | Compliant
revenues being used for transportation purposes
Evidence .of signed and returned Assurances and Compliant | Compliant | Compliant
Understandings agreement
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenucs, and interest income were Compliant | Compliant Compliant
properly credited to Measure R account
Verification that funds were expended with LACMTA’s Compliant | Compliant Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant | Compliant
Timely submission of Expenditure Plan (Form One) Compliant | Finding-#4 | Compliant
Timely submission of Expenditure Report (Form Two) Finding-#3 | Compliant | Compliant
Timely usc of funds Compliant | Compliant | Compliant
Administrative cxgenditures did not exceed 20% of the total Compliant | Compliant | Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds expended and reimbursed by another

fund ly credited to the LR t Not Not Nt

und were properly credited to the LR account upon Applicable | Applicable | Applicable
reimbursement
Verilication that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
For capital re;al:_rvhc (fiund,d v?]rification that a :f.epatrmct a:‘i:c.outr;]l Not Not Not
has beep established, and the current status 1s reported in the Applicable | Applicable | Applicable
expenditure plan
Recreaticnal Transit Form was submitted timely for the Net Not Not
recreational transit services Applicable | Applicable | Applicable




Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
(Continued)
Compliance Area Tested El Monte Gardena  Hawthorne

Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund wc‘rc u'scd to augment, not SuPplant, existing local Compliant | Compliant | Compliant
revenues being used for transportation purposes

vidence .of signed and refurned Assurances and Compliant | Compliant | Compliant
Understandings agreement
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant | Compliant | Compliant
properly credited to Measurc R account
Verification that funds were expended with LACMTA’s Compliant | Compliant | Compliant
approval
Verification that funds were not substituted for property tax . . .
and 1s compliant with Assurances and Understandings Compliant | Compliant | Compliant
Timely submission of Expenditure Plan (Form One) Compliant | Compliant | Complian{
Timely submission of Expenditure Report (Form Twe) Compliant | Compliant | Compliant
Timely use of funds Compliani | Compliant | Compliant
Administrative cx;?endlturcs did not exceed 20% of the total Finding-#5 | Compliant | Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Neot
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds e.xpendcd and reimbursed by another Not Not Not
fund were properly credited to the LR account upon Applicable | Applicable | Applicable
reimbursement pp PP PP
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
For capital reserve fund, verification that a separate account
has been established, and the current status is reported in the Not Not Not
expenditure plan Applicable | Applicable | Applicable
Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable | Applicable




Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
{(Continued)
Hidden Huntington City of
Compliance Area Tested Hills Park Indusiry

Funds were expended for transportation purposes Compliant | Compliant Compliant
Fund : t, not isti . . .

und were u_sed to augment, no su?plant, existing local Compliant | Compliant Compliant
revenues being used for transportation purposes
Evidence of signed and returned Assurances and . . .
Understandings agreement Compliant | Compliant Compliant
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for Compliant | Compliant Compliant
LR purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant Compliant Compliant
properly credited to Mcasure R account
Verification that funds were expended with LACMTA’s Compliant | Finding-#6 Compliant
approval
Verification that funds were not substituted for preperty {ax . . .
and is compliant with Assurances and Understandings Compliant Compliant Compiiant
Timely submission of Expenditure Plan (Form One) Compliant | Finding-#7 | Compliant
Timely submission of Expenditure Report (Form Two) Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative expenditures did not exceed 20% of the . . N
total annual LR expenditures Compliant Compliant Compliant
Approval obtained from LACMTA for fund exchange Not Not Not
{Trade, Loans, or Gifts) Applicable | Applicable Applicable
Verification that funds expendcd_ and reimbursed by Not Not Not
another fund were properly credited to the LR account upon . . .

. Applicable { Applicable Applicable
reimbursement
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable Applicable
For capital reserve fund, verification that a separate account Not Not Not
has been cstabiished, and the current status is reported in Applicable Applicable Applicable
the expenditure plan PP PP PP
Recreational Transit Form was submitted timely for the Not Not Not
recreational {ransit services Applicable | Applicable Applicable




Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
{Continued)
Compliance Area Tested Inglewoed  Irwindale  La Puente
Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund were u_sed 1o augment, not supplant, existing local Compliant { Compliant | Compliant
revenues being used for transportation purposes
Evidence _of signed and returned Assurances and Compliant | Compliant | Compliant
Understandings agreement
Accounis and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant | Compliant Compliant
properly credited to Measure R account
Verification that funds were expended with LACMTA’s Compliant | Compliant | Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant Compliant
Timely submission of Expenditure Plan {Form One) Compliant | Compliant Compliant
Timely submission of Expenditure Report (Form Two}) Compliant | Compliant | Compliant
Timely use of funds Compliant | Compliant | Compliant
L . . o
Administrative exgendnures did not exceed 20% of the total Compliant | Compliant | Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
{Trade, Loans, or Gifis) Applicable | Applicable | Applicable
Verification that funds expended and reimbursed by another
: Not Not Not
fund were properly credited to the LR account upon Anoli . .
. policable | Applicable | Applicable
reimbursement
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
Eor l(}:apital re;&l:.r\;]e (fiund,d vtf.;}rlfi‘canor; tI:alt 2 s:e:paratet agffoutrﬁt Not Not Not
as been established, and the current status is reported in the Applicable | Applicable | Applicable
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable | Applicable

10




Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 306, 2012
(Continued)
Los Angeles
Compliance Area Tested Lawndale County Lynwood
Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund were u_scd to augment, not suPplant, existing local Compliant Compliant | Comgpliant
revenues being used for transportation purposes
Evidence _of signed and rcturned Assurances and Compliant Compliant Compliant
Understandings agreement
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant Compliant | Compliant
properly credited to Measure R account
Verification that funds were expended with LACMTA’s Finding-#8 | Compliant Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant Compliant } Compliant
Timely submission of Expenditure Plan (Form One) Finding-#9 | Compliant | Compliant
Timely submission of Expenditure Report (Form Two) Compliant Compliant Compliant
Timely use of funds Compliant Compliang Compliant
Administrative exgendnures did not exceed 20% of the total Compliant Compliant Compliant
annual LR expenditures
Approval ohtained from LACMTA for fund exchange Not Not Not
{Trade, Loans, or Gifts) Applicable Applicable | Applicable
Verification that funds c’xpcnded and reimbursed by anocther Not Not Not
fund were properly credited to the LR account upon Apoli . .
. pplicable | Applicable | Applicable
reimbursement
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicabic Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable Applicable | Applicable
Eor capital rcls:;)(l:.r\;]e éur?d:d virification that a separate aé:c.outl}:t Not Not Not
as bee_n established, and {he current status 1s reported 1n the Applicable Applicable Applicable
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicakle Applicable | Applicable
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Los Angeles County Metropeolifan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
(Continued)
Compliance Area Tested Malibu Maywood  Montebello
Funds were expended for transportation purposes Compliant | Compliant Compliant
Fund were u_sed to augment, not su?plant, existing local Compliant Compliant Compliant
revenues being used for transportation purposes
Evidence .of signed and returned Assurances and Compliant Compliant Compliant
Understandings agreement
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
Urposes
Verification of revenues received, including allocations,
project generated revenues, and interest Income were Compliant Compliant Compliant
properly credited to Measure R account
Verification that funds were expended with LACMTA’s Compliant | Finding-#10 | Compliant
approval -
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant Compliant
Timely submission of Expenditure Plan {Form One) Compliant | Compliant | Finding-#11
Timely submission of Expenditure Report {Form Two} Compliant | Cormpliant Compliant
Timely use of funds Compliant | Compliant Compliant
Administrative cxpcndltures did not exceed 20% of the total Compliant Compliant Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds expended and reimbursed by another
fund ly credited to the LR t upon Not Not Not
unc were properly creciied to the 4% account upo Applicable | Applicable | Applicable
reimbursement
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
I}:or capital rescrve fund,d V{;rification l‘hal a separate agc_ourlt}t Not Not Not
as bee_n established, and the current status is reported 1in the Applicable | Applicable | Applicable
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreafional transit services Applicable | Applicable Applicable
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Los Angeles County Metropolitan Transportation Anthority

Summary of Measure R Audit Resulis
For the Fiscal Year Ended June 30, 2012

{Continned)

SCHEDULE 1

Monterey
Compliance Area Tested Park Pico Rivera Pomona
Funds were expended for transportation purposes Compliant | Finding-#12 | Compliant
Fund 1sti . . .
und were Qscd to augment, not su;_)plant, existing local Compliant Compliant Compliant
revenues being used for transportation purposes
Eviden f sign nd return Assuran n : : .
dence o Ss ed and returned - Assurances  and Compliant Compliant Compliant
Understandings agreement
Accounts and records have established a separate operating
Mecasure R Local Transportation Assistance Account for LR ; Compliant Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant Compliant Compliant
properly credited 1o Mcasure R account
Verification that funds were expended with LACMTA’s Compliant Compliant Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant Compliant Compliant
Timely submission of Expenditure Plan (Form One} Compliant Compliant Compliant
Timely submission of Expenditure Report (Form Two) Compliant Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Administrative ex;?endltures did not exceed 20% of the total Compliant Compliant Compliant
annual LR ¢xpenditures
Approval obtained from LACMTA for [und exchange Not Not Not
(Trade, Loans, or Gifts) Applicable Applicable Applicable
Verification that funds c.xpendr;:d and reimbursed by another Not Not Not
fund were properly credited to the LR account upen Apolicable Anplicable Anolicable
reimbursement PP PP PP
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction ' Applicable Applicable Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable Applicable Applicable
For capital reserve fund, verification that a separate account
; . . Not Not Not
has been established, and the current status is reported in the Ao . .
. pplicable Applicable Applicable
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreational transif scrvices Applicable Applicable Applicable
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Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
(Continued)
San Santa Fe
Compliance Area Tested Rosemead  Fernando Springs
Funds were cxpended for transportation purposes Compliant | Compliant | Compliant
Fund were uscd to augment, not supplant, existing locai . . .
revenues being used for transportation purposes Compliant | Compiiant Comptiant
Evidence of signed and returned Assurances and Compliant | Comol; Compliant
Understandings agreement omphia ompliant ompiian
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant | Compliant | Compliant
propetly credited 1o Measure R account
Verification that funds were expended with LACMTA’s Finding-#13 | Compliant Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant | Compliant
Timely submission of Expenditure Plan (Form One) Compliant | Compliant [ Compliant
Timely submission of Expenditure Report (Form Two) Compliant | Compliant | Cempliant
Timely use of funds Compliant | Compliant | Compliant
Administrative exgendltures did not exceed 20% of the total Compliant Compliant Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds expended and reimbursed by another
; Not Not Not
fund were properly credited to the LR account upon Applicable | Applicable | Applicable
reimbursement P PP 24
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
For capital reserve fund, verification that a separate account
blished. and th ) . din th Not Not Not
has beep established, and the current status is reported in the Applicable | Applicable | Applicable
expenditure plan
Recreational Transit Form was subrmitted timely for the Not Not C .
. : . . . ompliant
recreational fransit services Applicable | Applicable
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Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
(Continued)
Santa South El
Compliance Area Tested Monica Monte South Gate
Funds were expended for transportation purposes Compliant | Comptiant | Compliant
Fund were u_scd to augment, not sul?plant, existing local Compliant | Compliant Compliant
revenues being used for transpoertation purposes
Evidence 'of signed and returned Assurances and Compliant | Compliant Compliant
Understandings agreement
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenuces received, including allocations,
project generated revenues, and interest Income were Compliant Compliant Compliant
properly credited to Measure R account
Verification that funds were expended with LACMTA’s Compliant | Compliant Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compliant | Compliant Compliant
Timely submission of Expenditure Plan {Form One) Compliant Compliant Compliant
Timely submission of Expenditure Report {Form Two}) Compliant | Compliant Compliant
Timely use of funds Compliant Compliant Compliant
Adminisirative ex?endlturcs did not exceed 20% of the total Compliant Compliant Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
{Trade, Loans, or Gilts) Applicable | Applicable Applicable
Verification that funds expended and reimbursed by another
. Not Not Not
fund were properly credited to the LR account upen Aopli . .
. pplicable | Applicable | Applicable
reimbursement
Verification that funds exchanged with another jurisdiction Not Not Not
were properly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable Applicable
For capital reserve fund, verification that a separate account
has b blished, and th tatus is reported in th Mot Not No
as been established, and the current status is reported in the Applicable | Applicable Applicable
¢xpenditure plan
Recreational Transif Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable Applicable
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Los Angeles County Metropolitan Transportation Authority SCHEDULE 1
Summary of Measure R Audit Results
For the Fiscal Year Ended June 30, 2012
(Continued)
West Westlake
Compliance Area Tested Walnut Hollywood Yillage
Funds were expended for transportation purposes Compliant | Compliant | Compliant
Fund were L{sed to augment, not su;?plant, existing local Compliant | Compliant | Compliant
revenues being used for transportation purposes
Evidence .of signed and returned Assurances and Compliant | Compliant | Compliant
Understandings agreement
Accounts and records have established a separate operating
Measure R Local Transportation Assistance Account for LR | Compliant | Compliant Compliant
purposes
Verification of revenues received, including allocations,
project generated revenues, and interest income were Compliant | Compliant Compliant
properly credited to Mcasure R account
Verification that funds were expended with LACMTA’s Compliant | Compliant Compliant
approval
Verification that funds were not substituted for property tax . . .
and is compliant with Assurances and Understandings Compiiant | Compliant | Compliant
Timely submission of Expenditure Plan {Form One) Compliant | Compliant Compliant
Timely submission of Expenditure Report {Form Two) Compliant | Compliant | Compliant
Timely use of funds Compliant | Compliant Compliant
o , . .
Administrative cxgcnduures did not exceed 20% of the total Compliant | Compliant | Compliant
annual LR expenditures
Approval obtained from LACMTA for fund exchange Not Not Not
(Trade, Loans, or Gifts) Applicable | Applicable | Applicable
Verification that funds e.xpended and reimbursed by another Not Not Not
{fund were properly credited to the LR account upon Aopiicable | Apolicable | Applicable
reimbursement 23 PP PP
Verification that [unds exchanged with another jurisdiction Not Not Not
were propetly recorded by that jurisdiction Applicable | Applicable | Applicable
Establishment of and approval by LACMTA for a reserve Not Not Not
fund Applicable | Applicable | Applicable
For capital reserve fund, verification that a separate account
has b blished, and th { status is reported in th Not Not Not
as been established, and the current status is reported in the Applicable | Applicablc | Applicabic
expenditure plan
Recreational Transit Form was submitted timely for the Not Not Not
recreational transit services Applicable | Applicable { Applicable
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs

Finding 1

City of Azusa

Compliance Reference

According to Measure R Local Return Guidelines, Section B (I1.1),
“lurisdictions shall submit to LACMTA an Expenditure Plan (Form One),
annually, on or before August 1st of each fiscal year.”

The City did not mect the August 1, 2011 deadline for submission of Form

Condition One. However, the Cily submitted the Form One on August 30, 2011,
Cause The City was not aware of the importance of submitting Form One to meet
¢ the compliance requirements of Measure R Local Return guidelines.
Effect The City’s Form One was not submitted timely.
We recommend that the City establish procedures to ensure that the Form
One (Expenditure Plan} is properly prepared and submitied before the due
. date of August 1% so that the City’s expenditures of the Measure R Local
Recommendation

Return Funds will be in accordance with LACMTA’s approval and the
guidelines. 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

Personnel have been advised on the importance of filing of Form One
timely.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 2

City of Bell Gardens

Compliance Reference

According to Measure R Local Return Guidelines, Section B (I1.2),
“Jurisdictions shall submit 2 Form Two, to LACMTA annually, by October
15th (following the conclusion of the fiscal year).”

The City did not meet the October 15, 2011 deadline for submission of

Condition Form Two. However, the City submiited the Form Two to LACMTA on
October 20, 2011,
Cause The City was not aware of the importance of submitting Form Two to meet
the compliance requirements of the Measure R Local Return guidelines.
Effect The City's Form Two was not submitted timely.
We recommend that the City establish procedures to ensure that the Form
Recommendation Two (Expenditure Report) is property prepared and submitted prior 1o the

QOctober 15th deadline and that the City retain a confirmation of receipt by
LACMTA to comply with the Guidelines.

Management’s Response

The City will ensure that the form is submitted by the required timeline.
Fiscal year 2011-12 Form Two has been submitted by the requircd due date.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continned)

Finding 3

City of Compton

Compliance Reference

According to Measure R Local Return Guidelines, Section B (11.2),
“Jurisdictions shall submit a Form Two, to LACMTA annually, by October
[ 5th {following the conclusion of the fiscal year).”

The City did not meet the October 15, 2011 deadline for submission of

Condition Form Two (Expenditure Report}. However, the City submilted the Form

Two to LACMTA on December 12, 2011.

The City was not aware of the importance of submitiing Form Two to meet
Cause . . Sy

the compliance requirements of the Measure R Local Return guidelines.
Effect The City’s Form Two was notf submitted timely.

We recommend that the City establish procedures to ensure that the Form
Recommendation Two (Expenditure Report}) is properly prepared and submitted prior to the

QOctober 15th deadline and that the City retain a confirmation of receipt by
LACMTA to comply with the Guidelines.

Management’s Response

Due to the City’s large downsizing, key personnel was let go in August
2011. The submission had to be done by the City’s Controller’s Office. In
an effort to submit a cerrect form, revisions had 10 be made which resulted
to late submission of Measure R’s Form Twao.,
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 4

City of Cudahy

Compliance Reference

According to Measure R Local Return Guidelines, Section B (IL1),
“Jurisdictions shall submit to LACMTA an Expenditure Plan (Form One),
annually, on or before August st of each fiscal year.”

The City did not meet the August 1, 2011 deadline for submission of an

Condition Expenditure Plan (Form One). However, the City submitted the Form One
to LACMTA on August 3, 2011.
Cause The City was not aware of the importance of submitting of Form One to
meet the compliance requirements of Measure R Local Return guidelines.
Effect The City’s Form One was not submitted timely.
We recommend that the City cstablish procedures tc ensurc that the
. i i i d i
Recommendation Expenditure Plan (Form One) is properly prepared and submitted on August

ldeadline arnd the City retain a confirmation of receipt by LACMTA to
comply with the guidelines.

Management’s Response

City of Cudahy will make sure all the decadlines will be met in fiscal year
2012-13.
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LACMTA Consclidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
(Continued)

Finding 5

City of El Monte

Compliance Reference

According to Measure R Local Return Guidelines, Section A (11.8), “The
administrative expenditures for any year shall not exceed twenty percent
(20%) of the total LR annual expenditures.”

Condition

The City’s administrative expenditures exceeded the twenty percent cap of
its total Measure R Local Return annual expenditures by $8,456.

Cause

The City recorded a prior period adjustment for the fiscal year 2011 in the
amount of $45,488 which was originally rccorded as fiscal year 2012
expenditures.  Prior to the adjustment, the administrative expensc was
twenty percent of the total annual expenditures. However, after the
adjustment of reducing the current fiscal year’s expenditures, the
administrative cxpenses exceeded twenty percent of its total Measure R
Local Return annual expenditures.

Effect

The City’s Measure R Local Return fund administrative expenditures
exceeded 20 percent of its total local return annual expenditures and the
City did not comply with the Guidelines. Amount exceeded 20 percent cap
resulted in questioned costs of $8,456.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse
its Measure R Local Refurn account $8,456. In addition, we recommend
that the City establish procedures to ensure that expenditures are reported in
the correct fiscal year and administrative expenditures are within the 20%
cap of the MRLRF’s total annual expenditures.

Management’s Response

The City of El Monte is diligent when meonitoring administrative cap
requircments for its various special revenue funds. However, due to an
unforeseen staffing change, fiscal year 2010/11 invoices related 10 Measure
R Local Return projects were not submitted for payment until well into
fiscal year 2011/12. Subsequently, a prior period adjustment was made
during the fiscal year 2011/2012 audit that resulted in the City’s
administrative cap exceeding its minimum by 1%. Prior to this adjustment
the City had been in compliance with 20% administrative cap.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
(Continued)

Finding 6

City of Huntington Park

Compliance Reference

According to Measure R Local Return Guidelines, Section B (111},
“LACMTA will provide Local Return funds to a capital project or program
spensor who submits the required expenditure plan containing the
following: (1} The estimated total cost for each project and/or program
activity.”

Condition

The expenditures for the Administration project in the amount of $8,282
were incurred prior to the approval from LACMTA. There is no
documentation that the project was ever approved for any amount for FY
2011-12,

Cause

The City did not foresec the expenditure occurring in FY 2011-12.

Effect

The Expenditures for Measure R Local Return programs were incurred
without LACMTA’s approval. Incurred expenditures prior to LACMTA’s
approval resulted in questioned costs of $8,282.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse
its Measure R Local Return account in the amount of $8,282. In addition,
we recommend that the City establish procedures to ensure that the Form
One (Expenditure Plan} is properly preparcd and submitted before the due
date of August 1¥. In accordance with the Guidelines, the City should
include all new, amended, ongoing, and carryover projects in the Form Ore.

Management’s Response

The expenditure happened towards the end of the fiscal year. We did not
submit a budget for it as we were under the impression there would be no
expenditures for the Admin project for FY 2011-12.

Corrected
During the Audit

The project was subsequently approved by the Program Manager from
LACMTA on November 27, 2012, The finding was corrected during the
audit. No additional follow up is required.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
(Continued)

Finding 7

City of Huntington Park

Compliance Reference

According to Mcasure R Local Return Guidelines, Section B (IL1},
“Jurisdictions shall submit to LACMTA an Expenditure Plan {(Form One),
annually by August 1¥ of each year.”

The City did not meet the August 1, 2011 deadline for submission of Form

Condition One. However, the City submitted the Form One on August 3, 2011.
Cause The City was not aware of the importance of submitiing Form Cne to meet
the compliance requirements of the Measure R Local Return guidelines.
Effect The City’s Form One was not submitted timely.
We recommend that the City establish procedures t¢ ensure that the Form
One (Expenditure Plan} is properly prepared and submitted before the due
Recommendation date of August 1% so that the City’s expenditures of the Measure R Local

Return Funds will be in accordance with LACMTA’s approval and the
Guidelines,

Management’s Response

The City will submit all required reports on a timely basis,
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 8

City of Lawndale

Compliance Reference

According to Measure R Local Return Guidelines, Section B (IL1),
“LACMTA will provide Local Return funds to a capital project or program
sponsor who submits the required cxpenditure plan containing the
following: (1} The estimated total cost for each project and/or program
activity.”

Condition

The expenditures for the Pavement/Curb/Guiter Improvement project in the
amount of $194,000 were incurred without LACMTA'’s project approval for
FY 2012.

Cause

The City believed that projects previously approved by EACMTA were not
required to be inciuded in the subsequent years’ Form One (Expenditure
Plan). The project was previously approved in FY 2011; therefore, the City
did not include this project in Form One for FY 2012.

Effect

The Expenditurcs for Measure R Local Return programs were incurred
without LACMTA’s project approval for FY 2012. Expenditures incurred
prior to LACMTA’s approval resulted in questioned costs of $194,000.

Recommendation

I accordance with the Guidelines, we recommend that the City reimburse
its Measure R Local Return account in the amount of $194,000. In
addition, we recommend that the City establish procedures to ensure that
the Form One (Expenditure Plan} is properly prepared and submitted before
the duc date of August 1%. In accordance with the Guidelines, the City
should include all new, amended, ongoing, and carryover projects in the
Form One.

Management’s Response

In FY 2011-12, the City of Lawndale believed that Form One (budget) was
not to include any projects that had been previously approved in prior years,
Due to this, the City’s Pavement/Curb/Gutter [mprovement project was not
included in the Formt One. However, there is no longer any
misunderstanding and we will properly prepare Form Onc in the future.

Corrected
During the Audit

The project was subsequently approved by the Program Manager from
LACMTA on December 3, 2012. The f{inding was corrected during the
audit. No additional follow up 1s required.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 9

City of Lawndale

Compliance Reference

According to Measure R Local Return Guidelines, Section B (IL1)},
“Jurisdictions shall submit to LACMTA an Expenditure Plan (Form One),
annually by August 1¥ of each year.”

The City did not meet the August 1, 2011 deadline for submission of Form

Condition One. However, the City submitted the Form One on May 9, 2012.
Cause The City was not aware of the importance of submitting Form One to meet
the compliance requirements of the Measure R Local Return guidelines.
Effect The City’s Form One was not submitted timely.
We recommend that the City establish procedures to ensure that the Form
One (Expenditure Plan) is propetly prepared and submitted before the due
Recommendation 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.

Management’s Response

The City concurs with the findings and plans to submit all reguired reports
on a timely basis in the future.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 10

City of Maywood

Compliance Reference

According to Measure R Local Return Guidelines, Section B (IL1),
“LACMTA will provide Local Return funds to & capital project or program
sponsor who submits the required expenditure plan containing the
following: (1} The estimated total cost for each project and/or program
activity.”

Condition

The City expended $10,000 for the Project code 710, Corridor project
without LACMTA’s project approval during the fiscal year 2012, In
addition, the City recorded additional expenditures of $10,000 to the same
project but for the fiscal year 2011 without LACMTA’s project approval.
However, these expenditures were eligible under Measure R Local Return
Fund guidelines.

Cause

The City did not submit Form One (Expenditure Plan) on time as they were
unaware of the importance of meeting the filing requirements of the
Measure R Local Return Guidelines.

Effect

The City expended Measure R Funds prior to LACMTA’s approval.
Incurred expenditures prior to LACMTA’s approval resulted in questioned
costs of $20,000.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse
its Measure R Local Return account $20,000. In addition, we recommend
that the City establish procedures to ensure that the Form One {Expenditure
Plan) is properly prepared and submitted before the due date of August Ist
so that the City's expenditures of Measure R Local Return Funds will be in
accordance with LACMTA's approval and the Guidelines.

Management’s Response

Although the City obtained approval to use Mcasure R Fund for payment of
two invoices with a total cost of $20,000 ($10,000 for FY 2011 and $10,000
for FY 2012}, the City was remiss in not submitting the Expenditure Plan
{Form One) for project approval. The City will cemply with the procedures
and guidelines on project approval before incurring expenses.

Corrected
During the Audit

The project was subsequently approved by the Program Manager from
LACMTA for the fiscal years 2012 and 2011 on December 20, 2012. The
finding was corrected during the audit. No additional follow up is required.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 11

City of Montebello

Compliance Reference

According to Measure R Local Return Guidelines, Section B (IL.1},
“Jurisdictions shall submit to LACMTA an Expenditure Plan (Form One),
annually by August 1* of each year.”

The City did not meet the August 1, 2011 deadline for submission of Form

Condition One. However, the City submitted the Form One on August 4, 2011.
Cause The City was not aware of the imporiance of submitiing Form One to meet
i the compliance requirements of the Measure R Local Return guidelines.
Effect The City’s Form One was not submitted timely
We rccommend that the City establish procedures to ensure that the Form
One {Expenditure Plan) is properly prepared and submitted before the due
Recommendation date of August Ist so that the City's expenditures of the Mcasure R Local

Return Funds will be in accordance with LACMTA’s approval and the
Guidelines.

Management’s Response

The City will submit all required reports on a timely basis.

27




LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
{Continued)

Finding 12

City of Pico Rivera

Compliance Reference

According to Measure R Local Return Guidelines, Section A (1), “Local
Return funds are to be used for transportation purposes. No nef revenues
distributed to Jurisdictions may be used for purposes other than
fransportation purposes.”

Condition

Salaries (pay rafes} were not updated when new employees replaced
Incumbents on the Job Cost excel spreadsheet. Using the incorrect rates for
the {wo employees was a clerical and internal control error, as the
spreadshect was not reviewed by someone other than the preparer. The
person who prepared the job cost report changed the names on the
spreadsheet but did not change the charge rate, since the job iitles were the
same. As a resulf, the Measure R Local Return Fund expenditures are
overstated.

Cause

The incorrect pay rafes can be aftributed to a clerical error and the lack of
internal control review procedures over the Job Cost spreadsheet. When the
administrator changed the names, they did not change the rate.

Effect

The Measure R expendilures are overstated. Overstated expenditures
resulted in questioned costs of $1,230.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse
its Mecasure R Local Return account in the amount of $1,230. In addition,
we recommend that the City maintain proper accounting records and
establish adequate internal controls over its source documentation.

Management’s Response

The management agrees with the finding. The City Administrator
overlooked the fact that the pay rates changed when a different employee
took over the same jobs, We will work {o correct this in the future.
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LACMTA Consolidated Audit SCHEDULE 2
Fiscal Year 2012
Schedule of Findings and Questioned Costs
(Continued)

Finding 13

City of Rosemead

Compliance Reference

According 10 Measure R Local Return Guidelines, Section B (I1.1),
“LACMTA will provide Local Return funds to a capital project or program
sponsor who submits the required cxpenditure plan containing the
following: (1} The estimated total cost for each project and/or program
activity.”

Condition

Expenditures for Replacement parking facility project for a total amount of
$320,950 and SR60 Coalition Advocacy project for a total amount of
$44,000 for Measure R Local Refurn Funds were incurred without
LACMTA’s project approval,

Cause

The City’s Form One (Expenditure Plan} did not include all Measure R
Local Return projects as the City personnel were unaware of the importance
of meeting the filing requitcments of the Measure R Local Return
Guidelines.

Effect

The City expended Measure R Funds without LACMTA’s approval.
Incurred expenditures prior to LACMTA’s approval resuited in questioned
costs of $364,950.

Recommendation

In accordance with the Guidelines, we recommend that the City reimburse
its Measure R Local Return account $364,950. In addition, we recommend
that the City establish procedures to ensure that the Form One {Expenditure
Plan) is properly prepared and submitted before the duc date of August 1st
so that the City’s expenditures of Measure R Local Return Funds will be in
accordance with LACMTA’s approval and the Guidelines,

Management’s Response

Due 1o our Finance Director retiring in FY 11/12, our remaining staff was
not aware of this requirement. We are aware of it now and will obtain the
proper approval for all of our 12/13 expenditares.

Corrected
During the Audit

The project was subsequently approved by the Program Manager from
LACMTA on December 12, 2012. The finding was corrected during the
audit. No additional follow up is required.
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