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This memorandum serves as the Division of Local Assistance (DLA) response for findings
described in the State Controller’s Offices (SCO) Proposition 1B audit, of the Los Angeles
County Metropolitan Transportation Authority (MTA) dated June 24, 2015.

Audit Finding —Non-Compliance of Indirect Cost Reimbursement Procedures

The audit found that MTA did not comply with the Local Assistance Procedures Manual’s
allowable cost and payment procedures, which requires prior Indirect Cost Rate Proposal (ICRP)
acceptance from Caltrans Audits and Investigation (A&I). A&I recommends that MTA follow
LAPM accounting/invoicing procedures to seek indirect cost reimbursement only after A&I has
officially accepted the fiscal year ICRP rates, and properly filed the acceptance letter for future
reference.

Corrective Action

MTA acknowledged receiving reimbursement for indirect costs before receiving actual written
Caltrans approvals of the ICRP’s for fiscal year 2012-13 and 2013-14. However, MTA did
provide copies of FTA approvals of ICRPs and the approved rates to Caltrans before submitting
reimbursement requests. Caltrans accepted the copies of the FTA approval letter and paid MTA
invoices without exception and without alerting MTA to any non-compliance with the provisions
cited in the audit report. MTA had no reason to believe that they were in non-compliance because
they did not have Caltrans letter of approval on file before submitting invoices. MTA has assured
DLA, in writing, that they will obtain Caltrans ICRP written approval before submitting further
indirect cost reimbursement requests. MTA further ensures Caltrans that they will keep the
proper ICPR approval letters on file for future reference. It is our decision that the finding has
been resolved.

If you have any questions, please contact David Saia in the Division of Local Assistance at
David.Saia@dot.ca.gov.
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c¢: Stephen Maller, Deputy Director, California Transportation Commission
Tersea Favila, Assistance Deputy Director, California Transportation Commission
Bruce De Terra, Division Chief, Transportation Programming
Doris M. Alkebulan, Proposition 1B Specialist, Transportation Programming
Sharon Ropp, Proposition 1B Coordinator, Division of Local Assistance
Mohammad Maljai, Acting Chief, Office of Policy Development and Quality Assurance,
Division of Local Assistance, California Department of Transportation
Steve Novotny, District Local Assistance Engineer, District 7
Luisa Ruvalcaba, Audit Manager, Audits and Investigations
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