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Los Angeles County Office of the Inspector General 213244.7300 Tel 
Metropolitan Transportation Authority 818 West 7th Street, Suite 500 213244.7318 Fax 
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Item 

California Unified 
Certification 

Program (CETCP) 
Member 

Personal Net 
Worth (PNW) 

Business Sae 
(Annual Gross 

Receipts) Ownership Independence 
Management 

Control 

< 51,320,000 < S26,290,000 

For-Profit 
Small Business 
(>51% Interest) 

Not Affiliated 
with Another 

Firm 
Owner Control of 

Operations 
A LA Metro X X X X X 

B Caltrans No SBE Program 

X 

C City of Fresno No SBE Program 

[
X D City of Los Angeles No criteria on 

PNW 
X X 

E SDCRAA No SBE Program 

F BART X X X X X 

G SFO No SBE Program 

H SFMTA No SBE Program 

I SamTrans SamTrans currently recognizes DOS and VTA only for SBE certification and uses their standards 

J VTA No criteria on 
PNW 

X X X X 




 





             



     





               


 







 







































      

      

      

      

      

      

      

      

      

      




    

     

     



       



 




          


           










 






  




 






             
         

           

         







   
         

              






 










 



          






 






              

             




    


            



 

















 



 







      
               
     







              

           
       



 


 



 


 



      


              







 





   









 


 

 

 

            


 













 

 













 




    





       
       



 

 











    


 
         


 
             

            

              



 







 



 



 

           








 



 













       

           



    

           















 





            







           



    

                 








 

             



 
            


              
          



            


          

             






 




























  






 

  


            

   



   







 










 





 
            


 



 
 


 




         


         


 


        


 


 
      


          


 
 
        










- 




 



 














 

 

 


         



 

       



 



 

           












 

              
           








 



 



 


 






 








            





      


 


           
     




          


 




             








 



      



 



 




           

        


 

 










 


            














 



 





 

 

 

 

 
 


 
 

















          











 

          



 

 










 





 



              

          



 

 



    



 

 

    



 



 



    


 



 



        





 



       



 

 

 



 

 



 

            








 



 



    




               
            


 



         



 

 

 
 

  



 
 















 














   



     

            


















                
             












 



 



 


  


 

 

 




    

              

    











      










 






 



 
    


            


 


 
 
 
 








           
   


      







           





           









            








 







            
           




              

      
  





    


 
   



 


 
          


          

            


 
 
         







 





      


















GI)  Metro 

Small Business Certification Requirements 

Metro stdves to promote contacting opporturnties for 
smell business and certifies businesses to increase their 
visibility through the Small Business Enterprise 
Program (SBE) and the Disadvantaged Business 
Enterprise Program (DBE}. 

The SBE and DBE etigIbiBly requirements are virtually 
the same with one notable exception. The SBE program 
is race. ethnic and gender neutral arid the DBE program 
rs nOt. 

The following five requirements must be proved by 
all applicants. 

Personal Net Worth: Personal Net Worth (PIM) of less 
than 51.320,0041 Items excluded from a person's net 
Mirth nictitation include an individual's ownership 
aleraGt in the applicant limn and his or her 
equity in their primary residence.. 

Business Size Standard: A firM Oridudiq affiliates) 
must be a small business as defined by the Small 
Business Administration {,513A). II must not have annual 
gross receipts over 525,290,000, in the previous One or 
five fiscal years. Effective January 6.2022 the gross 
receipt average calculation will go from a three-year 
average toe five-year average. Through this transition 
period, firms may choose between using a threelear 
aweragino period or a five-year averaging period. 
Depending on the type of work the business performs. 
other aim standards may apply_ The North American 
Industry Classification System (likCS) is used to 
determine industry and additional size standards. 

Ownership: Must be a for-profit small business concern 
With the applicantfowner having at least 51% interest, 
control management of daily business operations. 

Independence: The business must not be affiliated to 
another firm in such a way as to compromise its 
independence and control. These include. but are not 
limited b, such areas as personnel, facilities, equipment., 
financial andfor bonding support arid other resources. 

Management and Control; The applicant ownerfs) 
must possess the power to direct or cause the direction 
to the management and policies of the firm and to make 

day-to-day decisions. as well as long-term decis' ions on 
matters of management policy and operations. 

The following requirement must be proved by DBE 
applicants Dray: 

Social and Economic Disadvantage: A disadvantaged 
owner must be a U.S. Citizen (or resident alien) and 
meet the federal definition of socially and economically 
disadvantaged as defined in 49 CFR Part 25.57-
Presumptive groups include women. Black Americans. 
Hispanic Americans, Native Americans, Asian-Pacific 
Americans, Subcontinent Asian-Americans, or Other 
minorities found to be disadvantaged by the regulations 
or any individual found to be socially and economically 
disadvantaged on a caseby•cese basis. 

Certification Process: 

There is only one application required for both the DBE 
end SBE programs. The applicant indicates which 
program(s) they would tike to apply by checking a box_ 
The certification process involves a comprehensive 
review of the submitted certification application and 
supporting documentation. The applicant is contacted by 
Metro if additional information is needed. Site visits are 
performed for DBE applications to further evaluate the 
eligibility of applicant. The time frame varies depending 
on the completeness or documentation submitted by the 
applicant and number of applications in review. 

Once a firm has gone through an extensive review 
Metro will contact the firm to it them if they have 
been granted DBE andlor SBE certification. 

Metro does not charge applicants For processing 
DBEISBE certifications. 

The on-line application may be accessed al; 
metro.gobag.com   

For Mare Information: 
CertificationLlnittnetro het 

Tel. 213-922-2600 
metto.netkonnect  







 









 

       

  



























































 

















 

  

























































 





























       

 















































 













 













 













 

















  









       

 




























 




































 





   



 

 





























































































Attachment I) 

Management Comments to Draft Report 

425  Metro Interoffice Memo 

Date August 11. 2022 

To Yvonne Guan Zheng, Senior Manager. 
Office of the Inspector General 

From Miguel Cabral, Executive Officer, 
DEOD 

Subject Response to OIG Report on the Survey of 
SEE Certification Programs 

The Diversity & Economic Opportunity Department (DEOD) appreciates the opportunity 
that this assessment has provided to enhance and improve the efficiency and effectiveness of 
Metro's SEE Certification Program. 

Below is a breakout of each recommendation and DEODs response_ 

Recommendation 1  

Review and evaluate BART's SBE certification process and standards, which appears to 
have the same SBE standards and requirements as Metro and determine whether Metro can 
(I) accept SBE firms certified by BART, and (2) develop SBE certification reciprocity with 
BART to enter an agreement with them for that purpose. 

Response: Agreed 

On January 28, 2021, the Metro Board passed Motion 51 (Directors. Dupont-Walker, Hahn, 
Mitchell, Butts, Najarian and Solis) requesting strategies to create new pathways for the 
increase and continued access to contracting opportunities for Small Business Enterprises 
(SBEs) through the enhancement of Metro's SBE Programs. At this time. Metro reviewed 
and evaluated BART's SBE certification process and standards and determined that Metro 
can accept SBE firms certified by BART. Metro reached out to BART to inquire about 
entering an SBE reciprocity agreement with Metro in which BART expressed interest. 

Metro and BART prepared an MOU, and the MOU was then cleared by Metro's legal 
counsel for signature. Metro sent the final MOU over to BART to be signed and finalized, at 
which point there was no action taken on BART's end. Though Metro continued to reach out 
for multiple months via email and phone calls to follow up on the MOU. BART did not 
respond. 

Metro will once again reach out to BART to attempt to finalize the MOU and develop SEE 
certification reciprocity with BART. If BART accepts/cooperates, Metro plans to have this 
executed by March 2023. 
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Recommendation 2 

Work with the City and County of Los Angeles to harmonize their SBE Programs, develop 
SBE certification reciprocity, and accept certifications with these two agencies. 

Response: Agreed 

In seeking ways to create new pathways for increase and continued access to contracting 
opportunities for Small Business Enterprises ISBEs), Metro also conducted extensive 
benchmarking of other agencies' SBE programs. Metro reviewed and evaluated the City and 
County of Los Angeles' SBE program and found that both accept DOS certification which 
does not have an application verification process. DOS' program does not have a personal 
net worth (PNW) requirement and has a self-certification process, while Metro has a PNW 
requirement and verifies applicant information. Therefore, SBE reciprocity with both the 
City and County of Los Angeles would compromise the integrity of Metro's SBE program. 

The City and County of Los Angeles both accept Metro's SBE certification and in July 2021, 
Metro reached out to the City and County of Los Angeles regarding obtaining a formal letter 
of agreement with their agency to leverage the strength of Metro's certification for small 
businesses that choose to be certified with Metro. The City and County of Los Angeles did 
not express interest. 

Metro will reach out to the City and County of Los Angeles Certification units within the 
next three months, completed by December 2022. to attempt to harmonize their SBE 
programs, and work with them to develop criteria that meets Metro's SBE standards, so that 
we may develop SBE certification reciprocity and eventually accept certification from the 
City and County of Los Angeles. 

Metro has additionally been a part of the OneLA initiative spearheaded by the Los Angeles 
Area Chamber of Commerce. OneLA is a coalition of regional public agencies and the 
Chamber designed to streamline the procurement process and Small Business requirements. 
Metro will continue to advocate for consistent Small Business certification requirements 
from participating agencies, as well as certification reciprocity amongst the members. 

Recommendation 3 

Consider leading a Los Angeles County SBE Certification Summit to discuss program terns 
and requirements, minimum standards, and reciprocity among other agencies to achieve 
recognition of SBE certification with those conies. 
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Response: Agreed 

Metro will increase its leadership role by conducting increased outreach and hosting an SBE 
Certification Summit to discuss program terms and requirements, minimum standards, and 
reciprocity to achieve recognition or SBE certification with those entities. 

Metro's SBE certification program, which mirrors the DBE program, is considered the gold 
standard certification in California. On July 21.2022. USDOT proposed to make changes to 
the Disadvantaged Business Enterprise Program regulations. This is the first-time changes 
have been proposed to the DBE program since 2014. One of the primary components 
proposed in the change is an increase in Personal Net Worth (PNW) limit which would go 
from $1.32 million to $1.6 million. USDOT is also proposing to have an automatic 5-year 
PNW increase based on Federal Reserve data. Additionally. USDOT will also be removing 
retirement assets, value of applicant fum, equity in personal residence along with removing 
consideration of state marital/community property law from the PNW calculation. Metro will 
be providing comments and be in support of this rule change. Once these proposed changes 
are in effect, Metro will be implementing these changes to Metro's SBE program. 

These changes will enhance both the DBE and Metro's SBE program by further creating 
opportunities for small businesses who otherwise may not qualify, increase the pool of 
certified firms, and will hopefully encourage other agencies to see the benefit in accepting 
Metro's SBE certification. 

Metro will host a Certification Summit within three months of the DBE regulation being 
finalized and Metro's SBE program being updated to reflect these changes. 

Recommendation 4  

Continue to be a lead agency by making Metro's SBE Program known to other agencies 
throughout the State. encourage them to accept Metro's SBE certifications, and offer them 
the opportunity to develop SBE reciprocity by informing Metro of their SBE Program and 
verification process. 

Response: Agreed 

After evaluating local and regional SBE programs. Metro found that many agencies 
throughout the State. such as City of Los Angeles. the County of Los Angeles, Los Angeles 
Community College District, Metrolink. Los Angeles World Airports (LAWA) and the Los 
Angeles Unified School District, already accept Metro's SBE certification. 

In being a lead certifying agency, Metro's SBE program matches the DBE program. Under 
the revised rule more firms will qualify for DBE certification, therefore, more firms will also 
qualify for SBE certification. Metro will continue to make Metro's revised SBE Program 
known to other agencies throughout the State. including California Unified Certification 
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Program (CUCP) agencies, to encourage them to accept Metro's SBE certification. This will 
be pan of Metro's ongoing outreach efforts. 

Recommendation 5 

Continue to review and evaluate the California Department of General Services (DGS) small 
business certification program and standards to determine whether Metro can recognize or 
accept some DOS certifications without compromising Metro's own SBE certification 
standards. 

Response: Agreed 

DGS' small business certification requirements in areas such as PNW, application 
verification, and size standards. are not consistent with Metro's SBE certification 
requirements. DGS's SBE certification process uses a "self-certification" model which has 
no verification checks or controls and does not require applicants to submit documentation 
supporting their application. The lack of application and documentation verification allows 
any firm to apply and obtain SBE certification. 

Metro has a robust verification process to ensure applicants meet SBE eligibility 
requirements. As the 010 report recognized on page 19. "Therefore. reciprocity with 
agencies who accept SBE certification from DGS obstructs Metro from accepting SBE 
certifications from those agencies as it would compromise the integrity of Metro's SBE 
program." The 010 report also documented on page 20, "Metro should not engage in SBE 
reciprocity with agencies who do not have their own formal SBE certification program but 
instead rely upon the SBE certification program from DOS, whose SB program does not 
meet Metro's SBE certification requirements. If Metro's program were to become rife with 
fraud, it would diminish the reputation of the agency and dilute program benefits for 
legitimate SBE vendors." 

Metro will continue to review and evaluate the California Department of General Services 
(DGS) small business certification program and standards to determine if any changes have 
been made to their program to see whether Metro can recognize or accept DGS certification 
without compromising Metro's own SBE certification standards. 

CC: Nalini Ahuja, Chief Financial Officer 
Debra Avila, Deputy Chief Vendor/Contract Management Officer 
Tashai Smith. DEO, Diversity & Economic Opportunity Department 
Dr. Irma Licea, Director, Certification & Economic Development 
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