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Memorandum Serious drought. 

Help Save Water! 

To: 	 TOM HALLENBECK Date: October 21, 2015 
Division Chief 
Traffic Operations File: P2530-0025 

P2530-0026 
P2530-0027 
P2530-0028 

ORIGINAL SIGNED BY: 

From: 	 LAURINE BOHAMERA, Chief 
External Audit - Contracts 
Audits and Investigations 

subject: 	 AUDIT OF CITY OF LOS ANGELES 

Attached is the audit report pertaining to the audit performed on the City of Los Angeles (City), 
relative to funding received from Caltrans using Proposition lB (Prop lB) Traffic Light 
Synchronization Program funds. The names of the projects audited are: 

• 	 ATSC - Echo Park I Silver Lake, Project No. TLSPL-5006(555) 
• 	 ATSAC - Reseda Phase 1, Project No. TLSPL-5006(550) 
• 	 ATSAC - Reseda Phase 2, Project No. TLSPL-5006(604) 
• 	 ATSAC - San Pedro, Project No. TLSPL-5006(573) 

The Prop lB programmed amounts were $3,215,000, $8,506,300, $7,221,000, and $8,911,000, 
respectively. The audit was for the period of January 1, 2008, through June 30, 2014. 

As required by the Governor's Executive Order S-02-07 and SB88, the expenditures of bond 
proceeds and outcomes are subject to audit. The audit was performed by the State Controller's 
Office on behalf of Caltrans. Deputy Directive 100-Rl, "Departmental Responses to Audit 
Repo1ts" cites responsibilities of Division Chiefs relative to audits performed. The attached 
report includes the following findings: 

• 	 The project costs of $3,215,000 are disallowed for ATCS - Echo Park I Silver Lake 
because the City did not advertise the project and competitively award the contract to the 
lowest bidder. 

• 	 The City did not submit the Final Delivery Report for ATSAC - Reseda Phase 1. 

Please provide A&I a corrective action resolution on the audit findings within 90 days of this 
memorandum. If you have any questions, please contact Luisa Ruvalcaba, Audit Manager, at 
(916) 323-7888. 

"Provide a safe. sustainable, integrated and efficient transportation system 
to enhance Califomia seconomy and livability " 



TOM HALLENBECK 
October 21, 2015 
Page 2of2 

Attachment 

c: 	 Stephen Maller, Deputy Director, California Transportation Commission 
Teresa Favila, Assistant Deputy Director, California Transportation Commission 
Bruce De Terra, Acting Division Chief, Transportation Programming 
Doris M. Alkebulan, Prop lB Specialist, Transportation Programming 
Nick Comp in, Prop lB Coordinator, Division of Traffic Operations 
Luisa Ruvalcaba, Audit Manager, Audits and Investigations 

"Provide a safe, sustainable, integrated and efficient tmllsportatio11 system 
to enhance California seconomy and livability " 
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California State Controller 
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Laurine Bohamera, Chief 
Audits and Investigations 
Califo rnia Department of Transportation 
P.O. Box 942874 
Sacramento, CA 94274-0001 

Dear Ms. Bohamera: 

The State Controller's Office (SCO) audited the City of Los Angeles, Department of 
Transportation's (implementing agency) financial management system relative to projects 
funded and reimbursed by Proposition lB bond funds during the audit period of January 1, 2008, 
through June 30, 2014. 

The SCO performed the audit in accordance with generally accepted government auditing 
standards and based on audit procedures performed, we determined that the implementing 
agency's accounting system and internal controls appear adequate to accumulate and segregate 
reasonable, allocable, and allowable project costs as required by Title 2, Code ofFederal 
Regulations, Part 225, and California Department of Transportation (Caltrans) and 
Transportation Commission (Commission) program guidelines and agreements. 

We audited the Proposition lB bond-funded projects TLSP 5006 (555), TLSP 5006 (550), 
TLSP 5006 (604), and TLSP 5006 (573), and determined that: 

• 	 Except for the ATSAC Reseda Phase I Project, EA No. 07-404194, the implementing 
agency complied with applicable federal and state procurement requirements as required by 
Title 49, Code ofFederal Regulations, Part 18, and/or California Public Contract Code 
sections 10140- 10141. 

• 	 The project costs incurred and reimbursed were in compliance with required Caltrans and 
Commission program guidelines, procedures, agreements, or approved amendments; contract 
provisions; and/or applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were consistent with the project scope, 
schedule, and benefits described in the executed project baseline agreements or approved 
amendments thereof. 



Laurine Bohamera, Chief -2- September 30, 20 LS 

However, except for the ATSAC Reseda Phase 1 Project, EA No. 07-4U4194, the implementng 
agency did not comply with applicable federa l and state requirements for project deliverabl es by 
completing the Final Delivery Report (FDR). The FDR should be submitted within six months of 
the project becoming operable. For this project, the FDR was not delivered at all. Further, our 
audit found that for the ATSC Echo Park/Silver Lake Project, EA No. 07-4U4204, the 
implementing agency did not comply with applicable federal and state procurement requirements 
for advertising and administering a contract bid process, resu lting in the disallowance of total 
project_costs of $3,125,000. 

Schedules 1, 2, 3 and 4 of this report is a summary of project costs programmed, approved, 
expended, and audited during the audit period. 

[f you have any questions, please contact Andrew Finlayson, Chief, State Agency Audits Bureau, 
by telephone at (916) 324-6310. 

Sincerely, 

JEFFREY V. BROWNFIELD, CPA 
Chief, Division of Aud its 

JVB/ls 

cc: Jan Goto, Audit Manager 
Division of Audits - Bond Unit 
State Controller's Office 

Brandon Wong, Auditor-in-Charge 

. Division of Audits - Bond Unit 


State Controller's Office 
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A11di1 l?equest Nos. ?2530-0025, P2530-0026, ?2530-0027, ?2530-0028 
City ofLos Angeles, Depart111e111 ofTra11sportatio11 Traffic Lig/11 Sy11c/1rolliza1io11 Program 

Audit Report 

Summary The State Controller's Office (SCO) audited the City of Los Angeles, 

Department of Transportation 's (implementing agency) financial 
management system relative to projects funded and reimbursed by 
Proposition lB bond funds during the audit period of January 1, 2008, 
through June 30, 2014. 

The SCO performed the audit in accordance with generally accepted 
government auditing standards and based on audit procedures performed, 
we determined that the implementing agency's accounting system and 
internal controls appear adequate to accumulate and segregate reasonable, 
allocable, and allowable project costs as required by Title 2, Code of 
Federal Regulations, Part 225 (2 CFR 225), and California Department of 
Transportation (Caltrans) and Transportation Commission (Commission) 
program guidelines, procedures, agreements, or approved amendments. 

We audited the Proposition lB bond-funded projects TLSP 5006 (555), 
TLSP 5006 (550), TLSP 5006 (604), and TLSP 5006 (573), and for each 
project determined that: 

• 	 Except for the ATSAC Reseda Phase I Project, EA No. 07-4U4194, 
the implementing agency complied with applicable federal and state 
procurement requirements as required by Title 49, Code of Federal 
Regulatio11s, Part 18 (49 CFR 18), and/or California Public Contract 
Code sections 10140- 10141. 

• 	 The project costs incurred and reimbursed were in compliance with 
required Caltrans and Commission program guidelines, procedures, 
agreements, or approved amendments; contract provisions; and/or 
applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were consistent with 
the project scope, schedule, and benefits described in the executed 
project baseline agreements or approved amendments thereof. 

However, our audit found that the implementing agency: 

• 	 Did not comply with applicable federal and state requirements for 
project deliverables by completing the Final Delivery Report (FDR). 
The FDR should be submitted within six months of the project 
becoming operable for the ATSAC Reseda Phase 1 Project, EA 
No. 07-4U4194. For this project the FDR was not submitted at all. 

• 	 Did not comply with applicable federal and state procurement 
requirements for advertising and administering a contract bid process 
for the ATSC Echo Park/Silver Lake Project, EA No. 07-4U4204. 
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Audit Request Nos. ? 2530-0025, ?2530-0026, ? 2530-0027, ?2530-0028 
City ofLos Angeles, Depnrt111e111 ofTrn11sportntio11 Traffic Light Sy11c/1ro11izniio11 Program 

Background 

Objectives, Scope, 
and Methodology 

In accordance with Caltrans and Commission-executed project 
agreement(s) or approved amendments, the projects listed below were 
programmed and approved to receive Proposition lB bond funds, for one 
or more phases of work, under the Traffic Light Synchronization Program. 

• 	 Project EA No. 07-4U4204, ATSC Echo Park/Silver Lake Project. 
The total approved Proposition lB amount is $3,215,000. The project 
completion is pending completion of Phase 2. 

• 	 Project EA No. 07-404194, ATSAC Reseda Phase 1 Project. The total 
approved Proposition lB amount is $8,506,300. The project 
completion date was September 27, 2010. 

• 	 Project EA No. 07-4U4344, ATSAC Reseda Phase 2 Project. The total 
approved Proposition lB amount is $7,220,700. The project 
completion date was May 4, 2012. 

• 	 Project EA No. 07-933225, ATSAC San Pedro Project. The total 
approved Proposition lB amount is $8,911,000. The project 
completion date was January 3, 2012. 

This audit was performed by the SCO on behalf of Caltrans (Audit Request 
Nos. P2530-0025, P2530-0026, P2530-0027, and P2530-0028). The 
authority to conduct this audit is given by: 

• 	 Interagency Agreement No. 77A0027, dated December 1, 2007, 
between the SCO and Caltrans, which provides that the SCO will 
perform audits of project expenditures that were funded and 
reimbursed by the Proposition lB Bond Fund to ensure compliance 
with Caltrans and Commission Proposition lB program guidelines. 

• 	 Government Code section 12410, which states, "The Contro ller shall 
superintend the fiscal concerns of the state. The Controller shall audit 
a ll claims against the state, and may audit the disbursement of any 
state money, for correctness, legali ty, and for sufficient provisions of 
law for payment. " 

The SCO audited the implementing agency 's financia l manageme nt 
system relative to projects funded and reimbursed by the Proposition lB 
Bond Fund during the audit period of January 1, 2008, through June 30, 
2014. 
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Audit Request Nos. P2530-0025, ?2530-0026, P2530-0027, ?2530-0028 
City ofLos Angeles, Department ofTra11sportatio11 Traffic light Sy11chro11i.zatio11 Program 

The objectives of our audit were to determine whether: 

• 	 The implementing agency's accounting system and internal controls 
were adequate to accumulate and segregate reasonable, allocable, and 
allowable project costs as requi red by 2 CFR 225, and Caltrans and 
Commission program guidelines, procedures, project agreements, or 
approved amendments. 

• 	 The implementing agency compl ied with applicable federal and state 
procurement requirements as required by 49 CFR 18, California 
Public Contract Code sections 10140- 10141, and/or provisions stated 
in the contract. 

• 	 The project costs incurred and reimbursed were in compli ance with 
required Caltrans and Commission program guidelines, procedures, 
agreements, or approved amendments; contract provisions; and/or 
applicable state and federa l Jaws and regulat ions. 

• 	 The project deliverables (outputs) and outcomes were consistent with 
the project scope, sched ule, and benefits described in the executed 
project baseline agreements or approved amendments thereof. 

To achieve our audit objectives, we performed the following audit 
procedures: 

• 	 Reviewed the implementing agency's prior audi ts and single audit 
reports; 

• 	 Reviewed the implementing agency's written policies and procedures 
relating to accounti ng systems, co nstruction project management, and 
contract management; and 

• 	 Interviewed employees, completed the internal control questionnaire, 
and performed a limited system walk-through in order to gain an 
understanding of the implementing agency's internal contro ls, 
accounting systems, timekeeping and payroll systems, and billing 
processes related to transportation projects; specifically, projects 
funded by Proposition lB. 

For the project(s) under review, we performed the following audit 
procedures: 

• 	 Obtained project files and reviewed preliminary information to ensu re 
that the implementi ng agency complied w ith applicable state a nd 
federal procurement requirements; 

• 	 Obtained project expenditure reports, selected a sample of activities 
that were funded by Proposition lB, and obtained and reviewed 
supporti ng documentation to ensure that project expenditures were 
reasonable, allocable, and allowable in accordance with Caltrans and 
Commission program guidelines, procedures, agreements, and 
applicable state and federal requirements; 
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Audit Request Nos. ?2530-0025, ?2530-0026, ?2530-0027, ?2530-0028 
City ofLos Angeles, Depa nmem ofTra11sportatio11 Traffic Light Sy11chro11izatio11 Program 

Conclusion 

• 	 Reviewed sign ificant contract change orders to ensure that they were 
properly approved and supported; 

• 	 Reviewed project final reports, close-out documents, finance letters, 
and baseline agreements to ensure that variances or changes to the 
project's scope, schedule, costs, and benefits were prope rly approved 
and supported; and 

• 	 Reviewed the project payment history fil e and/or invoices sent to the 
Caltrans accounting office to ensure that the implementing agency 
properly prepared and/or billed Caltrans fo r reimbursement of project 
expenditures as required by Caltrans' local assistance procedures. 

We conducted this performance audit in accordance with generally 
accepted government auditing standards. Those standards require that we 
plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our 
audit objectives. We believe that the evidence obtained provides a 
reasonable basis for our findings and conclus ions based on our audit 
objectives. 

We did not audit the implementing agency's financial statements. We 
limited our audit scope to planning and performing audit procedures 
necessary to achieve our audit objectives. 

We determined that the implementing agency's accounting system and 
internal controls appear adequate to accumulate and segregate reasonable, 
allocable, and allowable project costs as required by 2 CFR 225, and 
Caltrans and Commission program guidelines and agreements. 

We audited the Proposition lB bond-funded projects TLSP 5006 (555), 
TLSP 5006 (550), TLSP 5006 (604), and TLSP 5006 (573), and 
determined that: 

• 	 Except for the ATSAC Reseda Phase I Project, EA No. 07-4U4194, 
the implementing agency complied with applicable federal and state 
procurement requirements required by 49 CFR 18, California Public 
Contract Code sections 10140- 10141, and/or provisions stated in the 
contract. 

• 	 The project costs incurred and reimbursed were in compliance with 
required Caltrans and Commission program guidelines, procedures, 
agreements, or approved amendments; co ntract provisions; and/or 
applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were consistent with 
the projec t scope, schedule, and benefits described in the executed 
project baseline agreements or approved amendments thereof. 
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Audit f?eq11est Nos. 1'2530-0025, P2530-0026, ?2530-0027, P2530-0028 
City ofLos A11geles, Deparrment of Tra11sporrario11 	 Traffic Uglit Sy11cltro11iza1io11 l'rogmm 

Views of 
Responsible 
Officials 

Restricted Use 

However, our autlit found that the implementing age ncy: 

• 	 Diel not comply with applicable federal and state rcq_uirements for 
project deliverables for completing the Final Delivery Report (FDR). 
The FDR should be submitted within six months or the project 
becoming operable for the ATSAC Reseda Phase l Project, EA 
No. 07-4U4194. For this project, the FDR was not submilled a l all. 

• 	 Did not comply with applicable federal and stale procurement 
requirements fo r advertising and administering a contract bid process 
for the ATSC Echo Park/Silver Lake Project, EA No. 07-4U4204. 

We issued a draft audit report on June 24, 20 15. Verej Janoyan, Acting 
Principal T ra nsportation Engineer, responded by letter dated July 17, 
2015, generally agreei ng with the audit findings. The final report includes 
the city 's response. 

This report is solely for the information and use of the City of Los Angeles 
Department of Transportation, Callrans, and the SCO; it is not intended to 
be and should not be used by anyone other than these specified parties. 
This restriction is not in tended to limit distribution of this report, which is 
a matter of public record. 

JEFFREY V. BROWNFIELD, CPA 
Chief, Divisio n of Audits 

September JO, 2015 
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Audit Request Nos. ? 2530-0025, P2530-0026, ? 2530-0027, ?2530-0028 
City ofLos Angeles, Department ofTra11sportatio11 Traffic light Sy11cliro11izatio11 Program 

Schedule 1
Summary of Project Costs 

Approved, Expended, and Audited 
January 1, 2008, through June 30, 2014 

Pro ject No.LEA No. : TLSP 5006 (550)/EA No. 07-4U4194 

Pro ject Information: Reseda Phase 1 Project 

Project Financial Information: 

Phases Reimbursed by Programmed 
Pro12osition lB Bond Fund and A1212roved Ex12ended Audited 

Construction Engineering 
Construction 

Total 

$ 

$ 

1,318,476 
7,187,824 

8,506,300 

$ 1,318,476 
7,187,824 

$ 8,506,300 

$1,318,476 
7,187,824 

$8,506,300 

Project Delivery Baseline: 

Project Phase{s}: Baseline A1212roved Actual 

Beginning construction 01/30/2009 01/30/2009 02/25/2009 
End construction 02/28/2012 02/28/2012 05/05/2010 
Beginning close-out 03/30/2012 03/30/2012 02/08/2012 
End close-out 08/30/2012 08/30/2012 08/08/2012 
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Audit Request Nos. ?2530-0025, ?2530-0026, ?2530-0027, ?2530-0028 
City ofLos Angeles, Department ofTransportation Traffic Light Sy11chro11izatio11 Program 

Schedule 2
Summary of Project Costs 

Approved, Expended, and Audited 
January 1, 2008, through June 30, 2014 

Pro ject No./EA No.: TLSP 5006 (604)/EA No. 07-4U4344 

Project Info rmation: Reseda Phase 2 Project 

Project Financial Information: 

Phases Reimbursed by Programmed 
Proizosition lB Bond Fund and Aizizroved Exizended Audi ted 

Construction 

Total 

$ 

$ 

7,220,700 

7,220,700 

$ 7,220,700 

$ 7,220,700 

$7,220,700 

$7,220,700 

Project Delivery Baseline: 

Project Phase(s}: Baseline A1212roved Actual 

Beginning construction 06/03/2009 07/0 1/2010 07/01/2010 
End construction 07/30/2012 08/01/2013 11/01/2013 
Beginning close-out 07/30/2012 08/01/2013 12/01/2013 
End close-out 01/30/2013 10/01/2013 06/01/2014 
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Audit Request Nos. P2530-0025, P2530-0026, P2530-0027, P2530-0028 
Ciry ofLos Angeles, Department ofTransportation Traffic Light Sy11chro11izatio11 Program 

Schedule 3
Summary of Project Costs 


Approved, Expended, and Audited 

January 1, 2008, through June 30, 2014 


Project No.LEA No.: TLSP 5006 (573)/EA No. 07-933225 

Project Info rmation: San Pedro Project 

Project Financial Information: 

Phases Reimbursed by Programmed 
ProEosition 1B Bond Fund and AQQroved ExQended Audited 

Construction 

Total 

$ 

$ 

8,911,000 

8,911,000 

$ 8,911,000 

$ 8,911,000 

$8,911,000 

$8,911,000 

Project Delivery Baseline: 

Project Phase{s}: Baseline AE2roved Actual 

Beginning construction 01/30/2009 09/01/2009 09/24/2009 
End construction 02/28/2012 10/01/2012 05/16/2011 
Beginning close-out 02/28/2012 10/01/2012 10/24/2012 
End close-out 08/30/2012 04/01/2013 04/24/2015 
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Audit Request Nos. ? 2530-0025, ? 2530-0026, ?2530-0027, ? 2530-0028 
City ofLos Angeles, Departmelll ofTrmrsportation Traffic Light Sy11chro11izatio11 Program 

Schedule 4
Summary of Project Costs 

Approved, Expended, and Audited 
January 1, 2008, through June 30, 2014 

Project No.LEA No.: TLSP 5006 (555)/EA No. 07-404204 

Pro ject Information: Echo Park/S ilver Lake Project 

Project Financial Info rmation: 

Phases Reimbursed by Programmed 
Pro12osition lB Bond Fund and AQQroved Ex12ended Audited Disallowed· 

Construction 

Total 

$ 

$ 

3,215,000 

3,215,000 

$ 3,215,000 

$ 3,215,000 

$3,215,000 

$3,215,000 

$ 3,215,000 

$ 3,215,000 

Project Delivery Baseline: 

Project Phase{s2: Baseline A1212roved Actual 

Beginning construction 12/30/2010 07/01/2009 07/01/2009 
End construction 01/30/2014 08/01/2012 08/01/2012 
Beginning close-out 01/30/2014 01/30/2014 08/01/2014 
End close-out 07/30/2014 07/30/2014 02/01/2015 

·see Finding 2 - Project Procurement 
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Audit Request Nos. ?2530-0025, P2530-0026, ?2530-0027, ?2530-0028 
City ofLos Angeles, Department ofTransportation Traffic Light Sy11chro11ization Program 

Findings and Recommendations 

FINDINGI
Final Delivery 
Report Completion 

Our audit found that fo r the ATSAC Reseda Phase 1, Project EA No. 07
4U4194, the City of Los Angeles, Department of Transportation did not 
comply with applicable federal and state requirements for project 
deliverables by completing the Final Delivery Report (FDR). The FDR 
should be submitted withi n six months of the project the becoming 
operable. The FDR is an instrument used to provide the measurement of 
actual outcomes of the project compared to what was originally budgeted 
and forecasted. Because it did not submit the FDR, the program 's 
responsible officials may have difficulty evaluating the degree of 
attainment of the project's original intent. In fo rmation from the FDR also 
is used to moni tor actual project performance and as a decision-making 
tool for fu ture project programming. 

The Traffic Light Synchronization Program Guidelines, adopted 
February 14, 2008, state: 

Within six months of the project becoming operable, the implementing 
agency will provide a fi nal delivery report to the Commission on the 
scope of the completed project, its final cost as compared to the approved 
project budget, its duration as compared to the project schedule in the 
project baseline agreement, and performance outcomes derived from the 
project as compared to those described in the project baseline agreement. 
The Commission shall forward this report to the Department of Finance 
as required by Government Code section 8879.50. 

The implementing agency will also provide a supplement to the final 
delivery report al the completion of the project to reflect final project 
expenditures at the conclusion of all project activities. For the purposes 
of this section, a project becomes operable at the end of the construction 
phase when the construction contract is accepted. Proj ect completion 
occurs at the conclusion of all remaining project activities after 
acceptance of the construction contract. 

Recommendation 

The City should develop and implement procedures to ensure that the Final 
Delivery Report is completed and submi tted in a timely manner to prevent 
non-compliance in the futu re. 

City's Response 

While the City does its best to close out construction projects as soon as 
construction is completed, there are instances where additional time is 
needed to compile all project costs incl uding final invoices from 
contractors, equipment vendors, and significant amount of labor charges 
for multiple City departments involved in construction engineering, 
management, material testing, and inspection. Although construction 
was completed on September 27, 2010, we did not file the Delivery 
Report until November 29, 201 1 to allow the City Lime to capture all 
incurred costs from the various accounting systems. 

-10



Audit Request Nos. P2530-0025, P2530-0026, P2530-0027, P2530-0028 
City ofLos Angeles, Department ofTranspor1atio11 Traffic Light Synchronization Program 

FINDING2
Project 
Procurement 

SCO's Response 

The Finding remains unchanged. 

The City should have submitted the Final Delivery Report within six 
months of the project becoming operable, then submitted a supplement to 
the Final Delivery Report at the completion of the project to reflect final 
project expenditures at the conclusion of all project activities to capture all 
incurred costs. The FDR is an instrument used to provide the measurement 
of actual outcomes of the project compared to what was originally 
budgeted and forecasted. Because the City did not submit the FDR, the 
program's responsible officials may have difficulties in evaluating the 
degree of attainment of the project's original intent. Additionally, 
information from the FDR is used to monitor actual project performance 
and as a decision-maki ng tool for future project programming. 

Our audit found that for the ATSC Echo Park/Silver Lake Project, EA 
No. 07-4U4204, the City of Los Angeles, Department of Transportation 
did not comply with applicable federal and state procurement 
requirements for advertising and administering a contract bid process. 

According to the Local Assistance Procedures Manual, Chapter 15.4, 
Project Advertisement: 

One of the most basic tenets of Federal aid contracting is that 
construction contracts are to be awarded competitively to the contractor 
which submits the lowest responsive bid. Project advertisement is the 
process used in soliciting such competitive bids from contractors. 

This federal mandate is set forth in 23 U.S.C. 112 and reinforced by Title 
23, Code of Federal Regulations, Part 635.114(a), which requires that: 

Federal-aid contracts shall be awarded o nly on the basis of the lowest 
responsive bid submitted by a bidder meeting the criteria of 
responsibility as may have been established by the SHA ... 

Public Contract Code· section 10140-101141 states: 

Public notice of a project shall be given by publication once a week for 
at least two consecutive weeks or once a week for more than two 
consecutive weeks if the longer period of advertising is deemed 
necessary by the department. ... 

Recommendation 

The City should follow all proper policies and procedures as outlined in 
the Local Assistance Procedures Manual to prevent non-compliance in the 
future. 
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A11di1 Request Nos. ?2530-0025, ?2530-0026, ? 2530-0027, ?2530-0028 
City ofLos Angeles, Department ofTra11sportatio11 Traffic light Sy11chro11iza1io11 Program 

City's Response 

The City was under community and political pressure to deliver the 
benefits of the ATSAC Echo Park/Silver Lake Project in time for the 
opening season at the Dodgers Stadium. In fact, it was so critical to the 
stadium's traffic management plan that the owners of the stadium paid 
for the accelerated design of the project. Consequently, Caltrans and the 
California Transportation Commission approved the City's request to 
split this project into two phases. Phase 1 is the subject of this audit and 
it included improvemen ts in a limited area surrounding the Dodgers 
Stadium, while Phase 2 includes improvements to the remaining project 
area which is currently being designed and will be in construction 
soon .... 

While we don' t disagree with the audit's finding relative to the bid 
process for Phase l , we believe that we had extenuating circumstances, 
in terms of the delivery schedule, to adopting the change order route .. .. 

It is our understanding that the draft audit report for Phase l may 
recommend that this contract is declared invalid and all costs in the 
amount of $3,215,000 should be disallowed. We urge the State 
Controller's Office and Caltrans to reconsider this recommendation as it 
will create a financial and project management hardship to the City for a 
number of reasons, but primarily due to lack of an alternative funding 
sources to reimburse the State. 

SCO's Response 

The finding remains unchanged. 

Total project costs of $3,215,000 are disallowed because the project was 
not advertised and not awarded competitively Lo the contractor that 
submitted the lowest bid. The City should work with Caltrans on the 
resolution of the $3,215,000 in disallowed costs. 

-12



A11di1 Request Nos. ?2530-0025, ?2530-0026, ?2530-0027, ?2530-0028 
City ofLos Angele~; Department ofTransportation Traffic Light Sy11chro11izatio11 Program 

Attachment-

City of Los Angeles' s Response to 


Draft Audit Report 




CITY OF LOS ANGELES 
CALIFORNIA 

Selel3 J. Reynolds DEPARTMENT OF TRANSPORTATION 
GENERAL MANAGER l OO Scuth Main stru t, 10th Floot" 

los /\01eft.s, Cthfotnl• 90012 
121.l) 972-8470 

FAX l213l 9n·84JO 

ERIC GARCETTI 
MAYOR• 

July 17, 2015 

Andrew Finlayson 
Chief, State Agency Audits Bureau 
State Cr;introller's Office, Division of Audits 
Post Office Box 942850 
Sacramento, CA 94250-5874 

~ESPONSE TO AUPIT REPORT DATED JUNE 2015 FOR THE PROPOSITION lB BOND-FUNDED PROJECTS 

Dear Mr. Finlayson, 

This is in" response to your letter dated.June 24, 2015-relatlve to audit findings for four Proposition ·1B 
bond-funded projects: TLSP 5006 (SSS), TLSP SOOG (550), TLSP 5006 (604), and TLSP 5006 (573). While 
the audit concludeq tpat the City of Los Angeles was mostly compliant with Proposition 18 funding 
guidelines,, It did find non-compliance with two projects: ATSAC Reseda Phase 1 and ATSAC Echo 
i>ar.k/Sllver Lake. We would like to address and submit comments concerning the audit findings relative 

·to these two projects. 

Finding for ATSAC Reseda Phase 1Project/TLSP 5006 !550): The audit concluded that the City of Los 
Angeles did not complete the Final Delivery Report within six months of the project becoming operable. 

Response: While the City does its best to close out construction projects as soon as construction Is 
completed, there are instances where additiona l time is needed to compile all project costs including 
fln"ai Invoices from contractors, equipment vendors, and significant amount of labor charges for multiple 
City departments involved in construction engineering, management, material testing, and Inspection. 
Although construction was completed on September 27, 2010, we did not file the Delivery Report until 
November 29, 2011 to allow the City t ime to capture a II Incurred costs from the various accounting 
systems. · 

Finding for ATSAC Echo Pnrk/Silver Lake Project/TLSP 5006 (555): The audlt concluded that the City of 
Los Angeles did not comply with applicable federal and state procurement requirements for advertising 
and administering a contract bid process. 

Response: The City was under community and p_olitical pressure to deliver the benefits of the ATSAC 
Echo Park/Silver Lake Project In t ime for t he opening season at the Dodgers Stadium. in fact, it was so 

AN EQUAL EMPLOYMENT OPPORTUNITY -AFFIRMATIVE ACTION EMPLOYER 



critical to the stadium's traffic management plan that the owners of the stadium paid for the 
accelerated design of the project. Consequently, Caltrans and the California Transportation Commission 
(CTC) approved the City's request to split this proj~ct Into two phases. Phase 1 ls the subject of this 
audit and it included Improvements in a limited area surrounding the Dodgers Stadium; while Phase 2 
includes Improvements to the remaining project area which Is curre.nttv. being designed and will be In 
construction soon. The attached five documents, in chronological order, describes our best faith effort 
to disclose and seek approval for our plan of action relative to this approach and for using a series of 
construction change orders to other ATSAC projects (that were previously competltlvely bld and 
awarded) to expedite the delivery of~he ATSAC Echo Park/Sliver Lake Phase 1 Project. 

While we don't disagree with the audit's finding relative to the bid process for Phase 1, we believe that 
we had extenuating circumstances, In terms. of the dellvery schedule, to adopting the change order 
route. The Baseline Agreement for the City of Los Angeles TLSP program Includes 21 separate projects. 
We may have come short In meeting the bid/award requirements for a portion of one of the 21 projects, 
but the community at large greatly benefited from the accelerated delivery of the project, and thereby 
meeting the objeciives and the spirit of the Propo·sition 18 Program to. deliver pub.lie works projects as 
early as-possible. Further, the construction change orders were Issued after a competitive bid process 
among the available contractors who were selected through the City's Board of Public Works open and 
competitive bid P;rocess. 

It is our underst<rnding thatthe draft audit report for.Phase 1 may recommend that this contract is 
declared invalid and all costs In the amount of $3,215,000 should be disallowed. W.e urge the State 
Controller's Office and Caltrans to reconsider this recommendation as It. will create a financial and 
project management hardship to the City for a number of reason~, but primarily due to lack of an 
alternative fundlne sources to reimburse the State. We believe the City acted In good faith and to the 
best interest of the community and the general travelling public by expediting the construction ofthe 
Echo Park/Sliver Lake Phase 1 Project. 

Pleas_e call me at (213)972-5050 If you need further information or discussion of this Issue. Thank you 
for the opportunity to comment on the draft report and we look forward for a favorable outcome oftt)e 
audit. 

Sincerely, 

~·--p.J~. 
Verej Janoyan U 
Acting Principal Transportation Engineer 
Design Division 

Attachments 

C: May Ly, LADOT 
Brandon Wong, SCO 



CITY OF LOS ANGELES 
CALIFORNIA 

RITA L. ROBINSON DEPARTMENT OF 
OENl!lt>.LMANAOl!ll TIL.\NSPORTA110N 

JOOS. Main Si. 10'l'l°"' 
Lo• A>pltt,CA 90011 

(lll)m-~aa 
PAX (l13) 97l-3UO 

ANTONIO VILLARAIGOSA 

MAYOR 


June 11, 2009 

Mr. Douglas R. Falling 
Director, District 7 
St.ate of California 
Department of Transportation 
100 South Main Street 
Los Angeles, CA 90012 

Attention: 	 Mr. Kirk Cessna, Chief 

Office of Local Assistance and Alameda Corridors 


Dear Mr. Falling: 

CONTRACT AWARD INFORMATION 

Protect Description: 

The Automated Traffic Survelllance and Control (AT$AC) I Adaptive Traffic Control $ystem (ATCS) 
System is a Transportation Systems Management (TSM) type Improvement program that is being 
implemented throughout the Gty of Los Angeles, which provides the fl exibility to remotely install 
adaptive signal timing plans in response to planned and unplanned events that disrupt traffic flow 
and cause excessive congestion. The real-time computer-based AJSAC I ATCS System will 
Improve the overall Level of Service (LOS) and reduce traffic congestion of arterial streets through 
regionally s.imc:tioned slgnal synchronluition. 

In order to expedite the implementation of ATCS facilities around the highly congested Los Angeles 
Dodger Stadium area, the 170 intersection ATCS - Echo Park I Silver Lake Project has been spilt 
lnto Phcses 1 and 2. The Phase 1 Project will provide ATCS fcicllltles to 53 Intersections around 
Dodger Stadium. An allocation request will be submitted in approximately July 2011 , relative to the 
Implementation of the rernalnlng ATCS facilities. 

To further expedlte the implementation of the Phase 1 Project, a series of change orders will be 
issued to ongoing ATSAC projects rather than the normal advertisement I awarding of a new 
construction contract. Change o rders will be written to implement the entire Phase 1 Project 
through the Installation of new wireless roadway sensors, conduit inHtallation and changeable 
message slgns. 

C:\Dtta Alda • Core4 WordPt.tft~TA\Strato~ G10'~ Pis."')· lLSP\ProJm "P~~ont.V.TCS · Echo P1ri< •S~\u l.ak1 Phuc. l\ProJK\Mad l.e.tl« • Ed•.o PMk.S(YM ~Ph 
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Change orders were negotiated with Moore Electrical Contracting, Inc. for $542.108.00 and with 
KOC Inc., OBA Dynalectrlc for $1,154,368.43 to Install wireless sensors within the Echo Park I 
Sliver Lake area. On June 8, 2009, the Cify's Board of Public Works approved the amending of two 
ongoing ATSAC constructlon projects: ATSAC - North Hollywood Phases 1 (Moore Electrical 
Contracting, Inc.) and ATSAC - North Hollywood Phase 2 Q<:DC Inc., OBA Oynalectrtc) to Include 
change order work for the implementation of the wireless sensors.. Dynalectric started their 
construction on June 9, 2009 and Moore Electrical Contracting Is scheduled to start on June 15, 
2009. Additional change orders will be negotiated and City approvals requested for the remainder 
of the Echo Park I Silver Lake scope of work. 

The following information ls' provided relative to our Adaptive Traffic Control System (ATCS) Echo 
Park I Silver Lake Phase 1 Project that recently received State Proposition 1B Traffle Light 
Synchronization Program (TLSP) funding. 

Project Title: ATCS  Echo Park I Silver Lake Phase 1 
Project No.: TLSPL-!5006(555) 
TLSPID: TLSPLA17 
CTC Fund Allocation Date: December 11, 2008 

Date Project Advertised: } 
Date of Bid Opening: The entire ATCS - Echo Park I Silver Lake scope of work wlll be 
Date Project Awarded! Implemented through a series of changes orders to ongoing 
Contract Awarded To: City ATSAC projects·. 
Contract Award Amount: 

Date Construction Started: June9, 2009 
Estimated Date of Completion: January 13, 2010 

(total project compleUon) 

Sincerely, 

Principal Transportation Engineer 

http:1,154,368.43
http:542,108.00


["(6i1moii9)Jiirtw1ilfams -1'LsrLso06(5ss) c1!Yoi108.i\i19~esA'fcS:Ecii'Ol5arklsi1verTai<eTr6je91ContraC:TAWai-~ronifM-PJJ 

t\\~C{c.. h't'l"'ieY\.+ ;L. 
From: Ko-Chin Chu <ko-chln_chu@dot.ca.gov> 

To: <Jirri.Williams@lacity.drg> 

CC: David W Wang <davld_w_wang@dot.ca.gov> 
Date: 6/17/2009 10:28 AM 
Subject: TLSPL5006(555) City of Los Angeles ATCS-Echo Park/Sliver Lake ProjectContract 
Award Information 

A letter from Mr. Sean Skehan dated June 11, 2009 regarding the Contract 

Award Information for the above subject project was received on June 12, 

2009. 


It is stated in the letter that in order to further expedite the 

i'rriplementation of the Project, no normal advertisement/awarding of a new 

construcllon contract will occur for this project. TWo CCOs' (Contract 

Change Order) have been Issued with negotiated amount of $542, 108.00 and 

$1,154,368.43 with Moore Electrical Contracting INC and DBA Dynalectrlc 

respectlvefy, to install wireless sensors within the E.cho ParklSilver Lake 

area. These two contractors have on-going ATSAC contracts 

with the City of Los Angeles which are n.ot part of lhe TLSP program. The 

CCO work already started on June 9, 2009 and June 15, 2009 respectively. 

Additional CCOs' will be Issued for the remainder of the Echo Park/Silver ' 

Lake scope of work. 


The letter regarding the C~>ntract AV{ard Information will be forwarded to 

Caltrans' HQ at Sacramento for their review and approval. 


Regards, 

Ko-Chin.(KC) Chu, P.E. 

Transportation Engineer 

Local Assislance/Pianning 

District 7 - Los Angeles 

Department of Transportation 

State of California 

(213)897-4041 Tel 


Caltrans Improves mobility across California 

http:154,368.43
mailto:davld_w_wang@dolca.gov
mailto:Jirri.Williams@lacity.Clrg
mailto:ko-chln_chu@dot.ca.gov
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ATCS - Echo Park / Silver Lake Phase 1 Project 

Scope of Work 

The 53 Intersection Echo Park / Sliver Lake Phase 1 Adeptive Traffic Control System (ATCS) Project 
will provide fully traffic responsive signal control based on real-time traffic conditions. ATCS will be 
Implemented using new software, replacln.g obsolete traffic signal controllers, and install additional 
pavement trafnc detectors at intersections currenUy on-line as part or the City of Los Angeles' 
Automated Traffic Survelllance and Control (ATSAC) System. The project will also Install two 
changeable message signs as a motorist information element for the Dodgers Stadium which Is 
within the project limit~. As traffic patterns change, ATCS has the advantage to automatically 
change traffic signal timing in real-time to match the current conditions. 

The Echo Park I Silver Lake Phase 1 scope of work will be fully implemented through a series of 
four change orders. The total cost, including any related Inspection and construction engineering 
costs, is estimated not to exceed the allocation amount of $3,215,000. 

Vehicle Detection 

The ATCS in-ground traffic sensors (l} detect the presence of vehicles, (2) gather other related 
traffic data and (3) transmlt this Information to the ATSAC Center so that traffic signal timing 
adjustments can be made that alleviate traffic congestion. Advances In traffic sensor technology 
reduce the installation eosts. The ATCS - Echo Park I Silver Lake Phase 1 Project has been chosen 
to evaluate this new wifeless technology. 

In order to ensure that the Echo Park I Sliver Lake Project is completed on-Ume, the Installation of 
the new wireless sensors, and the other signal hardware upgrades, will be implemented thro\Jgh a 
change orderto the ongoing ATSAC - North Hollywood Phase 1 project and a change order to the 
ATSAC - North HollyYiood Phase 2 project. 

Change Order No. l 

Supplemental Change Order No.: NP 54-1 was issued relative to the ongoing ATSAC 
North Hollywood Phase 1 Project, with Moore Electrical Contracting, Inc. for $542,108.00. 
This change order will provide for the Installation of new wireless sensors and other traffic 
signal hardware upgrades within the ATCS - Echo Park I Silver Lake Phase 1 Project. 

Change Order No. 2 

Supplemenral Change Order No.: 71-1 was issued relative to the ongoing ATSAC - North 
Hollywood Phase 2 Project, with Dynalectrlc for $1,154,368.43. This change order will 
provide for the Installation of new wireless sensors and other traffic signal hardware 
upgrades within the ATCS - Echo Park I Silver Lake Phase 1 Project 

http:154,368.43


- 2 

Fib!;lr Optic Cable Implementation 

Change Order No. 3 

We are currently processing a supplemental change order for approximately $374,000 for 
the Installation of the required ftber optic communication cable within the ATCS - Echo 
Park I Sliver Lake Phase 1 Project. 

Changeable Message Signs 

Change Order No. 4 

We are currently processing a supplemental change order for approximately $500,000 for 
the installiition of the required changeable message signs within the ATCS - Echo Park I 
Silver Lake Phase 1 Project, 

Construction Engineering 

The construction engineering costs (Inspection and project administration) is estimated to 
cost $300,000. 

All of these change orders are issued to contractors. currently working on ATSAC projects that have 
been awan:led on a low-bid basis. Further, these change orders are o ffered to each of the current 
ATSAC contractors, and the lowest change order bid is selected, while giving consideration to the 
progress of the contractor's work on the original contract. 

It estimated that the time required in completing the four change orders will not exceed six months 
and be.completed by J anuary 1, 2010. 



- 3 

ATSAC - North Hollywood Phase 1 

1(30/2008 
3/5/2008 

4/28/2008 
6/16/2008 
6/8/2009 

Project Advertised 
Bids Opened 

iJi,102.600 
$ 5,597,321 
$ 6,257,163 
$ 6,700,000 
$ 6,997,172 
$ 7,144,000 

Contract Awarded to: 
Construction Starts 

DOT's Estlmcite 
Moore Electrical Contracting, Inc 
l<DC Inc., DBA; Dynalectric 
Comet Electric, Inc 
Terno, Inc 
J. Fletcher Creamer & Son, Inc 

Moore Electrical Contracting, Inc 

Change Order #54-1 Issued for $ 542, l 08.00 (Echo Park sensors) 

ATSAC - North Hollywood Phase 2 

7!i/2008 
8/6/2008 

9/15/2008 
10/30/2008 
6/8/2009 

Project Advertised 
BJds Opened 

$ 9,197.500 
$ 8,703,779 
$ 9,918,818 
$ 9,988,777 
$ 10,215,000 
$ 10,338,000 
$ 10,830, 100 

Contract Awarded to: 
Construction Starts 

DOT's Estimate 
KDC Jnc., DBA; Dynalectric 
Comet Electric, Inc 
Terno, Inc 
W.A. Raslc Construction Co., Inc 
Manuel Bros 
J . Fletcher Creamer & Son, Inc 

KOC Inc., OBA; Dynalectric 

Change Order #71-1 issued for$ 1, 154,368.43 (Echo Park sensors) 

http:1,154,368.43
http:154,368.43
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March 30, 2010 

Ko-Chin (KC) ~hu 
Caltrans, Local Assistance 

Relative to contract award Information for the City of Los Angeles' TLSP projects, please find attached 
copies of the executed contracts for three of the four projects that have started construction. 

:;/f- The fourth project (ATCS - Echo Park / Silver Lake Ph 1) was implemented through a series of change 
orders. In order let you know that we have l)tlll~ed contractors that have gone through a competitively 
bid process, I have induded a sheet that describes each of the 27 change orders Issued to date. In 
addition, any change order In ex~ess of $100,000 must be approved by the City's Board of Public Works 
(BPW), which Is the contract awarding agency fer the City of Los Angeles. Four of the 27 change orders 
Issued have exceeded the $100,000 limit and have required approval by the BPW. Attached Is a copy of 
the Board's action, relative to these four change orders, which fully describes the ongoing competitively 
bid project was being utilized. · 

In the future, a copy of the executed contract will be submitted along with all bid information. 

If you require additional documentation, please let me know. 

JimWtlliams 
LAD OT 
213.972.5039 





City of Los Angeles Mail - Fwd: Prop IB TLSl'Project: l\TCS- Echo ... https://inail .google.cor:ila/Jacity.orgl?ui"'2&ik=2094c7385a&viewupt.. 

A~~°'1.-hm~1""~ S 

Jim Williams <j lm.willlams@lacily.org> 

--~-----·-__...._..;..._..______________··-·----· - --...-----·------ -- ---- ---. 

Fwd: Prop 1B TLSPProject: ATCS · Echo Park I Siver Lake 
2 messages 

Vere) Janoyan <verej.janoyan@lacity.org> Mon, Nov 29, 2010 at 1 :56 PM 
To: Jim Williams <jlrn.willlams@lacity.org> 

Jim, 

Pis respond to the attached info. request from Ramzi. 

Thx. 

------ Forwarded message ------
From: Ramzl Mazhar <mazhar ramzi@dot,ca gov> 

Qate' Fri, Nov 19, 201.0 at 5:23 PM 

Subject: Prop 1B TLSPProject: ATCS - Echo Park I Siver Lake 

To: Vere) Janoyan <verei.ianoyan@lacity,org> 

Cc: O.@las GlbSQnc@dot.ca gov 

Hello Vere), 

We need an update and some Information about ATCS - Echo Park I Siver Lake. 

P-lease answer the following questions: 

1-According to Prop 1B Accountability website, ATCS - Echo Park I Siver Lake conslruction cost is 
$6,059,000. However according to Callrans Quarterly Report, there are two project for ATCS - Echo Park I 
Siver Lake 
- ATCS ·Echo Park I Siver Lake with a total construction cost of 3,2 15,000 
• ATCS - Echo Park I Siver Lake Phas·e 2 with a total construction cost of 4,504,000. 

Please Explain. 0fVas the original project broken down into two project and why, or a totally new project added 

to ATCS projects?) 


2- Has the construction started on ATCS - Echo Park I Siver Lake ?If the answer is no , please proVide the 
expected start date for construction; and if the answer is yes , please provide the following: 
- Start date of contraction 
- Expected end date of construction 
- Construction progress percentage 
-Breakdown of the contraction cost ( Contraction Contract , City furnished material , estimated contlngences , 
estimated construction support and so on ) 

3- Has the construction started on ATCS - Echo Park I Siver Lake Phase 2 ?If the answer is no , please 
provided the expected start date for conslruction; and if answer is yes , please provide the following: 
• Start date of contraction 

.,. Expected end date of construction 

- Construction progress percentage 

• Breal<down of the contraction cos! (Contraction Contract , City furnished material, estimated contingences , 
estimated construction support and so on ) 

I of2 I J/30/2010 8:08 AM 
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City of Los Angeles Mail - Fwd: Prop I B TLSPProject ATCS - Echo... https://mail.googlc.comla/ lacity.orgi?ui=2&ik"'2094e7385a&view=pr.., 

Please respond by Wednesday December 1, 2010 

( Please contact me If you have a question 

Thank you 

Ramzi Mazhar 

Audits & Investigations 

Department of Transportation 

Tel: (916)323-7912 


··---..,-.,~-~.-........,..-..--....~----..~..----------------·- --·----..-..,.- ..,....._ ____,,.. ___ __ -- --- -- ·-
Jim Williams <]im.wllllams@laclty.org> 
 Tue, t{ov 30, 2010 at 8:02 AM 

To: Ramzl Mazhar <mazhar ramzl@dot.ca.gov> 

Cc: Verej Janoyan <verej.janoyan@lacJty.org> 


The original Echo Park I Silver Lake Project was divided into Phases 1 and 2 in order to impfoment ATCS

* facilities around Dodger Stadium ASAP to mitigate traffic impacts at this critical venue. The Dodger 
organization paid for the design of this project. 

Construction of the Phase 1 Project started on June 8, 2009 and became fuily functional on March 3, 2010 
(100% completed). Reported construction CO$tS to date total $2, 371,040.54. The work was done through a 
series of change orders to other on-going ATSAC/ATCS construction contracts. A final accounting will be 
prepar.ed shortly. 

Construction of the Phase 2 Project is scheduled to start in October 2012. 

[Ouoled loxt hlddon) 
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State Controller's Office 

Division of Audits 


Post Office Box 942850 

Sacramento, CA 94250-5874 


http://www.sco.ca.gov 
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