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SUBJECT: RESULTS OF AUDIT ON MTA LITIGATION COST MANAGEMENT 
PRACTICES AND OTHER OIG ACTIVITIES 

ACTION: RECEIVE AND FILE 

RECOMMENDATION 

Receive and file this OIG Report. 

PART A - Results of Audit of Litbation Cost Management Practices 

Issue - 
The Board directed the OIG to perform a comprehensive audit of MTA's litigation costs and cost 
management performance. 

Discussion 

On November 1, 2010, the OIG issued the audit report on MTA Litigation Cost Management 
Practices to MTA Board Directors, the County Counsel, and Senior MTA management. As 
directed by the Board, the audit included: 

A. An inventory of all claims, and litigation cases within the last 5 years. 

B. Evaluation of the efficacy and effectiveness of current policies, procedures, and practices. 

C. Any other information that would provide context, background, andlor analysis to the 
MTA Board about how litigation costs are currently managed. 

The OIG developed a two-part approach for the mandated audit. The OIG performed Part A of 
the Board directed audit, which included preparation of the inventory of litigation cases and 
review of invoices for legal services from outside law firms and the County Counsel. An audit 
consulting firm (Thompson, Cobb, Bazilio & Associates, P.C.) performed the review of Parts B 
and C of the audit, which included an evaluation of the eficacy and effectiveness of current 
policies, procedures, and practices, and other areas such as follow-up on the prior State Auditor 
report. 

The audit did not evaluate the quality of legal services. 



Overall, the audit found opportunities for the County Counsel Transportation Division to 
improve controls and procedures over litigation cost management. Specific areas are: 

County Counsel and Outside Counsel Invoices 

o Areas Needing Improvement 
Case numbers should be assigned to all cases to ensure that all costs are 
recorded. 
Case numbers should be referenced on all outside counsel invoices. 
Declarations certifying the accuracy of the charges should be cited on all 
outside counsel invoices. 
Outside law firms should obtain County Counsel's prior approval for 
consultants, expert witnesses, and other extraordinary expenses. 

o Areas that Were Satisfactory 
Transportation Division County Counsel staff reviewed and approved all 
billing statements prior to payment to outside law firms. 
Outside counsel billing rates on invoices were correct. 
Outside counsel costs were charged to the correct General ledger Account. 
No discrepancies were found in County Counsel invoices for legal 
services. 

Litigation cost management policies and procedures 

Written litigation cost management and case management policies and procedures 
should be developed and implemented. 
An automated case management system should be obtained and utilized to 
improve case management and cost reporting. 
Case evaluation plans should be prepared and documented. 
Case budgets should be prepared and documented. 
Outside counsel should prepare case evaluation plans and budgets as required by 
their contracts. 
Not-to-exceed amounts should be established for the use of consultants and 
experts. 
Documentation of risk assessments should be improved. 
A litigation cost manager should be utilized to evaluate certain significant cost 
litigation cases. 
Use of alternative fee arrangements should be considered for some cases. 

Board Communications and Approvals 

o Written policies and procedures should be established for Board Communications. 
o Outside counsel legal expenditures exceeding the approval threshold in the MTA 

Procurement Policy should be approved by the Board. 
o All significant adverse judgments should be communicated to the Board. 



o All settlements should be communicated to and approved by the Claims 
Committee. 

Follow-up on Prior State Auditor Report 

o Recommendations in the prior California State Auditor Report should be 
implemented. These recommendations pertain to requiring outside counsel to 
prepare case evaluation plans and budgets, and provide task-based billing 
invoices. 

Additional Litigation Cost Management Areas 

o Best practices to improve management of litigation costs should be considered. 
o Written procedures should be developed for conflict of interest checks. 
o A written agreement between MTA and County Counsel should be developed. 
o MTA funds totaling $250,000 have remained on deposit with the Court for over 3 

years since the settlement agreement. 
o The audit concluded that County Counsel's hourly billing rates appear reasonable. 
o The County Counsel Transportation Division's organization appears sufficient. 

The audit report contained 27 recommendations to improve litigation costs and cost management 
practices. The County Counsel Transportation Division agreed with the majority of the 
recommendations; stated that they have already implemented some of the recommendations and 
will soon be implementing others; and would evaluate the few remaining recommendations. 
However, County Counsel stated that they take issue with many of the statements, including 
assumptions and specific findings, contained in the final audit report. 

PART B - Other OIG Activities 

Issue - 
The OIG reports periodically on its activities. 

1. During the lSt quarter of FY 201 1, the Investigations Unit opened 20 matters, and completed 
14 matters. The 20 matters opened consisted of 12 investigations, 4 multi-site reviews (bus 
safety and compliance checks), and 4 inquiries that were referred to Metro departments or 
did not warrant further investigation work. 

We completed an investigation concerning theft of Metro supplies that was determined to 
involve an 18-year, multi-employee operation. On August 30, 2010, in Division 50 of the 
Los Angeles Superior Court, the two former Metro employees pled guilty to one count of 
felony grand theft and one count of felony burglary. Also, the employee of a Metro 
contractor pled guilty to one count of misdemeanor grand theft. The presiding judge 
sentenced the Metro veteran employee to 5 years formal probation and 500 hours of 



community service. The other Metro employee was sentenced to 5 years formal probation 
and 300 hours of Caltrans service. The judge sentenced the contractor employee to 50 hours 
of community service. During this investigation, we received full cooperation and assistance 
from Metro's Special Investigations Unit and the LASD Transit Services Bureau. 

We issued 4 confidential investigative reports during the lst quarter of FY 201 1. Each of the 
reports discussed some violations and made recommendations for corrective actions: 

Vandalized Metro Property, July 20,20 10 
Theft of Metro Material and Supplies, August 3'20 10 
Alleged Misuse of Consultant, August 19,20 10 
Alleged Misuse of Metro Assets for Personal Gain, August 10,201 0 

2. OIG Audit Reports completed during the 1'' Quarter FY 2010: 

a. Management of Electricity Usage and Billings 

The audit found that Metro has developed an agency energy and sustainability policy, 
which included electricity. Metro has also taken steps to implement actions in several 
areas to conserve electricity and reduce costs such as installing solar energy and 
conducting energy audits at some facilities. We believe that supplementing this policy 
with a comprehensive electricity conservation and management plan would further help 
to focus efforts to reduce energy consumption and costs. The audit also found other 
opportunities that would help to reduce and better manage electricity usage by: 

Performing energy assessments at all Metro facilities. 
Completing open issues in consultant's report on electricity usage, meters, and 
rates. 
Evaluating the cost effectiveness of installing sub-meters at facilities to better 
track and manage electricity consumption. 
Designating an individual or department responsible for monitoring and 
evaluating electricity usage and rates, and coordinating with utility providers. 
Developing policies and programs to involve all employees to work towards 
Metro's energy reduction goals. 
Resolving erroneous city utility user tax charges and late payment fees on 
utility bills. 
Consolidating utility bills to facilitate processing of the bills. 

Metro management agreed with the findings, and provided an action plan to implement 
the recommendations in the report. 

b. Bus Operator Safety and Compliance Checks 

We performed undercover observations to monitor bus operator performance during 
January through March 2010. This is our 20d quarterly report on bus operator 
performance. Metro management, from the CEO to front line managers, has been very 



positive and interested in our ride along program. We meet quarterly with the CEO to 
discuss the results of our reviews. 

We found that most operators performed their duties in accordance with Metro policies 
and rules. However, we found rule violations in 30 (25%) of the 121 observations made. 
Based on the results of our review, Operations management needs to emphasize 
compliance of rules concerning: 

wheelchair securement, 
announcing stops, 
operator courtesy, 
wearing seat belts, and 
not eating or drinking while driving. 

Metro management opted not to implement the two recommendations in the report. 
Metro management stated that they do not take the rule violations noted in the audit 
report lightly and are continuously working to reduce the number of infractions through 
efforts to change the behavior of a small group of operators who challenge the 
requirements of the Operator Rulebook. We believe that management has taken positive 
steps to reduce operator rule violations. Nevertheless, in the vast majority of time, only 
patrons are on the bus to observe operator performance. The intent of our 
recommendation is to facilitate patron input of operator performance and enhance video 
monitoring; thereby changing the behavior of the small group of operators who challenge 
the Rulebook requirements. 

c. Follow-up on Disposal of Computer Equipment and Data Storage Media 

We performed a follow-up review on six recommendations in our prior report on the 
Disposal of Computer Equipment and Data Storage Media We found that Metro 
management has implemented corrective actions that are responsive to three of the six 
recommendations in the prior audit report. We could not evaluate the actions taken on 
the three remaining recommendations because, at the time of our review, management 
had not finalized revisions to Metro Policy GEN 8 (Records Management). The report 
recommends that management fmalize the revisions to Metro Policy GEN 8 and 
incorporate the audit recommendations in the policy. 

Metro management agreed with the findings, and provided an action plan to implement 
the recommendations in the report. 

3. OIG Oversight Services to Related Agencies 

Southern California Regional Rail authority (Metrolink). The OIG plans to perform a 
review of services outsourced by Metrolink. Cost savings might be possible if Metro 
can perform some of the services currently outsourced by Metrolink, on a 
reimbursable basis. This could be a "win-win" program for both agencies - 
Metrolink might have lower service costs and Metro could recover some of its annual 



subsidy to Metrolink. We have discussed this review with the Metro CEO and sent a 
letter to the Metrolink CEO fiom whom we received a favorable response. In 
addition, we had two meetings with Metrolink staff, and sent a letter to Metrolink 
requesting some preliminary information in preparation for our "next steps." 

Exposition Metro Line Construction Authority. The OIG plans to perform reviews of 
Expo operations in terms of administration, safety, and product delivery that relates to 
Metro resources, programs, and contract, or that can result in liability to Metro. We 
have held preliminary discussion of this matter with the Expo CEO. 

4. Other Department Activities. During the 1 Quarter of FY 20 1 1, the OIG: 

Installed audit project tracking and management software to complement the case 
tracking software used by the Investigative Unit installed in the previous fiscal year. 

Hired a new Manager of Investigations, who is a former Deputy in Charge of various 
fraud units of the Los Angeles County District Attorney's Office. 

Filled an investigator position with an individual who has extensive investigative 
experience (including construction project experience) with Federal and local 
government inspector general offices. 

The OIG Information Technology (IT) Administrator/Forensic Investigator obtained 
certification as an Encase Certified Examiner. This certification makes the IT 
Investigator's work and testimony in court creditable concerning the integrity of 
computer related evidence. This is the first time the agency has had a certified 
computer forensic professional. 

Continued quarterly bus operations observations and reporting concerning bus 
operator ADA compliance, safety, and courtesy; and obtained operations training for 
OIGAinvestigators on bus operations procedures and technology in use. 

$gg:fficer/Acting Inspector General 


