
RON GALPERIN
CONTROLLER

July 31, 2014

Honorable Eric Garcetti, Mayor
Honorable Michael Feuer, City Attorney
Honorable Members of the Los Angeles City Council

Re: Audit of Los Angeles Bureau of Street Services' Resurfacing &
Maintenance Activities 

The Office of the Controller has completed an audit of the Bureau of Street Services'
Resurfacing and Maintenance Activities. Our findings are included in the attached
report, "L.A. Streets: The Road to the Future," which we are releasing today.

Our audit sought to gauge the Bureau's management of street resurfacing activities and
to evaluate its use of resources.

This audit is vital and timely because the quality of City streets is an issue that affects all
Angelenos. What's more, L.A. citizens may be called upon in the near future to vote on
a plan to fund street restoration, -- which one estimate says will cost nearly $4 billion for
the City's D and F rated streets. When Angelenos vote on such measures, they should
have total confidence that, should they choose to approve the funding, the money will
be spent wisely and appropriately.

Background

The Bureau of Street Services is responsible for maintaining the City's 6,500 miles of
public roadways. Under the City's current Pavement Preservation Plan, the Bureau has
been using much of its funding to apply a shiny black slurry seal to B and C rated
streets, which can be a cost-effective way to preserve the underlying pavement.
Between 2010 and 2013, the Bureau spent $51 million on slurry seals, applying top
coats to 1166 miles of roadway--about 93% of its stated goal.

Unfortunately, our D and F streets have been left to deteriorate. They now make up
about 40% of the network. And while the stated goal is to maintain streets at a B
average, the streets get an overall C- by the Bureau's own assessment.
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TRIP, a Washington nonprofit that reports on transportation issues, recently noted that
the average L.A.-area driver spends $832-71% more than the average American in
large metropolitan areas—on additional vehicle operating costs each year, in part
because driving on poor roads uses more gas and damages car parts like wheels,
suspensions and tires.

The Bureau also does not always prioritize its repair work within geographic regions
based on common-sense criteria like traffic volume, heavy vehicle loads and mass
transit loads. We strongly recommend changing this process to ensure that the City's
busiest and most important thoroughfares—through which cars, bikes and buses travel
regularly—are also maintained in the best condition, so as to smooth the flow of both
traffic and commerce.

Lack of Transparency

Piecing together the finances and operations of the Bureau has been a challenge. Our
auditors discovered a great deal of information about the Bureau's activities is
incomplete or simply missing. The Bureau says it has filled 953,339 potholes over the
last three years, but it is unable to provide documentation to back that up. In fact,
auditors could not find completion reports or work evaluations for 60% of street paving
projects.

Missed Opportunities

Due to the failure to properly calculate appropriate Street Damage Restoration Fees--
and to revise the fee structure in response to actual revenue numbers—the Bureau has
missed the opportunity to collect $190 million in fees from utility companies that cut and
dig into our streets—money that could have been used to perform miles of repairs.

Likewise, between 2010 and 2013, the Bureau did not use all of its funding allocation.
Auditors found that $21 million earmarked for street repairs was returned unused. And
the City has also spent more to produce its own asphalt than it would have if it had paid
a vendor for it.

We recommend that the Street Damage Restoration Fee be amended and that the
Bureau periodically analyze costs, completion rates and trends to ensure that goals are
met.

Technology: The Road Ahead

Los Angeles needs to invest in its streets. Even in the best of times, the amount of
money needed to raise their quality on a grand scale will exceed the revenues the City
can allocate during the regular budget process. But before we dedicate additional funds
to the Bureau of Street Services, it must reform its management processes, adopt new
oversight procedures and implement new technologies. Available software and
hardware could allow the Bureau to virtually and timely map street conditions, manage
the progress of its work crews, track utility cuts and other damages to our streets, and
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even help monitor the condition of other City infrastructure -- such as traffic lights, signs
and sidewalks.

Another place where technology is crucial is in the composition of the streets
themselves. The Bureau should look at testing new street technologies like solar
roadways, permeable paving materials and, possibly, modular subterranean systems.
All of these technologies have the potential to provide us with sturdier, refurbished
streets that beautify neighborhoods while reducing our environmental impact.

In one year, my office will perform a follow-up audit to determine the Bureau's progress.
I'm hoping the Bureau — along with the City's leaders—will take to heart our
recommendations to increase efficiency and accountability and to implement new,
money-saving technologies. I believe that if the City adopts the recommendations we've
called for, we can improve the quality of our streets, raise our performance levels, and
increase public trust.

Respectfully Submitted,

RON I ALPERIN
Los Angeles City Controller

Attachment
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July 31, 2014

Mr. Nazario Sauceda, Director
Bureau of Street Services
Department of Public Works
1149 S. Broadway, 4th Floor
Los Angeles, CA 90015

Dear Mr. Sauceda:

RON GALPERIN
CONTROLLER

Enclosed is a report entitled "L.A. Streets: The Road to the Future." A draft report was
provided to your Department on June 19, 2014 and an exit conference was
subsequently held on June 26, 2014. Comments provided by your Department at that
meeting were evaluated and considered prior to finalizing this report.

Please review the final report and advise the Controller's Office by September 2, 2014
on planned actions you will take to implement the report's recommendations. An
electronic template of the audit's findings and recommendations can be provided to your
staff to facilitate this process.

If you have any questions or comments, please contact me at farid.saffarlacity.org or
(213) 978-7392.

Sincerely,

FARID SAFFAR, CPA
Director of Auditing

Enclosure

cc: Ana Guerrero, Chief of Staff, Office the Mayor
Miguel A. Santana, City Administrative Officer
Gerry F. Miller, Chief Legislative Analyst
Holly L. Wolcott, Interim City Clerk
Kevin James, President, Board of Public Works
Independent City Auditors
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