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FINANCE, BUDGET AND AUDIT COMMITTEE
MARCH 14,2012

SUBJECT: BASIC FINANCIAL STATEMENTS AND COMPONENT AUDITS
ACTION:

RECEIVE AND FILE

Receive and file the
A. Los Angeles County Metropolitan Transportation Authority's basic financial
statements and component financial statement audits completed by KPMG LLP
for the fiscal year ended June 30,201 1; and
B. KPMG's Management Letter presenting internal control and other operational
matters noted for consideration.

We are required to be audited annually by independent certified public accountants.
The resulting reports include Metro's basic financial statements and following
component audits for the year ended June 30,201 1:
lndependent Auditors' Report on the Los Angeles County Metropolitan
Transportation Authority's basic financial statements which include the financial
statements of the governmental activities, business-type activities, each major
fund and the aggregate remaining fund information of Metro as of and for the
year ended June 30,201 1;
Management letter on the Los Angeles County Metropolitan Transportation
Authority's basic financial statements for the year ended June 30, 2011;
lndependent auditors' SAS 115 letter covering required communications;
Los Angeles County Metropolitan Transportation Authority Single Audit Reports
Fiscal year ended June 30, 2011 which include:
o Report on Internal Control over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards; and
o Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control over Compliance in Accordance with
OMB Circular A-I 33;

e

e

lndependent Accountants' Report on Applying Agreed-Upon Procedures on the
Los Angeles County Metropolitan Transportation Authority's Federal Funding
Allocation Data, Transportation Operating Agency (ID# 9154) for the fiscal year
ended June 30,201 1;
Management letter on the Los Angeles County Metropolitan Transportation
Authority's Federal Funding Allocation Data, Transportation Operating Agency
(ID# 9154) for the fiscal year ended June 30,201 1;
Management letters on the Los Angeles County Metropolitan Transportation
Authority's Federal Funding Allocation Data, L.A. County Small Operators (ID#
9166) for the fiscal year ended June 30,201 l(not attached, link will available
online);
lndependent Accountants' Report on Applying Agreed-Upon Procedures on the
Los Angeles County Metropolitan Transportation Authority 's Federal Funding
Allocation Data, L.A. County Small Operators (ID# 9166) for the fiscal year ended
June 30,201 1;
Report on Internal Control over Financial Reporting and on Compliance with the
California Code of Regulations (Section 6667) and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the Los Angeles County Metropolitan Transportation
Authority Transportation Development Act Operations Agency for the year ended
June 30,201 1;
Report on Internal Control over Financial Reporting and on Compliance with the
California Code of Regulations (Section 6640-6662) and Other Matters Based on
an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the Los Angeles County Metropolitan Transportation
Authority Transportation Development Act & Prop 1B PTMISEA Planning Agency
for the year ended June 30,201 1;
lndependent Auditors' Report on the Los Angeles County Metropolitan
Transportation Authority State Transit Assistance Special Revenue Fund's basic
financial statements as of and for the years ending June 30, 2011 and 2010 ; and
lndependent Auditors' Report on the Service Authority for Freeway Emergencies'
(A Component Unit of the Los Angeles County Metropolitan Transportation
Authority) financial statements and other supplementary information as of and for
the years ending June 30,201 1 and 2010.

DISCUSSION

Metro's basic financial statements include our audited financial statements,
supplemental information and unqualified opinion from KPMG, the independent auditor.
KPMG representatives will provide a presentation on the results of their audit. The
management letter issued by KPMG communicates certain matters involving internal
control, other operational matters and management's related responses.
KPMG issued an unqualified opinion on all audit reports; however, KPMG noted a few
issues. Four issues involving internal control were detailed in the management letter
and three internal control issues were noted in the management letter for the Federal

Basic Financial Statements

Page 2

Funding Allocation Data Transportation Operating Agency (9154) report. In addition,
they found one instance of non-compliance in the State Transit Assistance Special
Revenue Fund's basic financial statements and four in the Report on Compliance with
Requirements Applicable to Each Major Program. Management is currently working to
resolve all these issues. Management Audit will follow-up to ensure they are being
addressed.
Due to the considerable size of the document, we have not attached Metro's basic
financial statements. Instead, as a savings measure a hard copy of the Basic Financial
Statements is on file with the Board Secretary and is also available on the Metro
website.
hftp://~~~.metro.rtet/media/u~loads/FY1
I Financial Statements.pdf

A. KPMG LLP's Management Letter dated December 29,201 1
B. Los Angeles County Metropolitan Transportation Authority Single Audit Reports for
the fiscal year ended June 30,201 1 ;
C. Los Angeles County Metropolitan Transportation Authority Management Letter for
Federal Funding Allocation Data Transportation Operating Agency (ID# 9154) for the
fiscal year ended June 30, 2011 (With lndependent Accountants' Report on Applying
Agreed-Upon Procedures Thereon);
D. Los Angeles County Metropolitan Transportation Authority Federal Funding
Allocation Data L.A. County Small Operators (ID# 9166) for the fiscal year ended
June 30,201 1 (With lndependent Accountants' Report on Applying Agreed-Upon
Procedures Thereon);
E. Los Angeles County Metropolitan Transportation Authority Transportation
Development Act Operations Agency Year ended June 30,201 1;
F. Los Angeles County Metropolitan Transportation Authority Transportation
Development Act & Prop 1B PTMISEA Planning Agency Schedule of Revenues,
Expenditures, and Changes in Fund Balances Year ended June 30,201 1;
G. Los Angeles County Metropolitan Transportation Authority State Transit Assistance
Special Revenue Fund Basic Financial Statements June 30, 2011 and 2010 (With
lndependent Auditors' Report Thereon);
H. Service Authority for Freeway Emergencies (A Component Unit of the Los Angeles
County Metropolitan Transportation Authority) Financial Statements and Other
Supplementary Information June 30, 201 1 and 2010 (With lndependent Auditors'
Report Thereon);
I. SAS I15 communications report.
Prepared by:
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Ruthe Holden, Chief Auditor
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Chief Auditor

lbti7.
&dyArthur Leahy
T.
Chief Executive Officer
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ATTACHMENT A
KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

December 29,20 11

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California
Ladies and Gentlemen:

In planning and performing our audit of the financial statements of the Los Angeles County
Metropolitan Transportation Authority (the Authority), as of and for the year ended June 30,
201 1, in accordance with auditing standards generally accepted in the United States of America,
we considered the Authority's internal control over financial reporting (internal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority's internal control. Accordingly, we do not express an opinion on the effectiveness of
the Authority's internal control.
During our audit, we noted certain matters involving internal control and other operational
matters that are presented for your consideration. These comments and recommendations, all of
which have been discussed with the appropriate members of management, are intended to
improve internal control or result in other operating efficiencies and are summarized in
Appendix I:
Our audit procedures are designed primarily to enable us to form an opinion on the financial
statements and, therefore, may not bring to light all weaknesses in policies or procedures that
may exist. We aim, however, to use our knowledge of the Authority's organization gained
during our work to make comments and suggestions that we hope will be usefkl to you.
The Authority's written response to our comments and recommendations has not been subjected
to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.
We would be pleased to discuss these comments and recommendations with you at any time.
This communication is intended solely for the information and use of management, the Board of
Directors, and others within the organization, and is not intended to be and should not be used by
anyone other than these specified parties.

very truly yours,

KPMG LLP is a Delaware limned liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International"), a Swiss entity.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
December 29,2011
Page 2 of 5

Deficiency #11-01: Financial Reporting
Progress

- Timely Capitalization of Construction In

Condition and Context
We reviewed a sample of transfer certificates utilized to transfer completed projects to the
appropriate capital asset category. In our review, we noted projects that should have been
transferred from construction in progress to a depreciable fvred asset prior to the beginning of
fiscal year 201 1 based on the "in-service" date on the transfer certificate. In order to properly
present accumulated depreciation for those assets as of fiscal year 201 1, additional depreciation
expense was recorded in the current year that related to prior years. We noted approximately
$35 million of the $5 13 million total depreciation recorded in the current year, in fact related to
prior years.

In our review, we noted that while the Authority has internal controls in place to track the
in-service date of constructed capital assets; this information is not consistently communicated
between departments.
Effect (or Potential Effect)
Untimely capitalization of construction in progress and recording depreciation in the incorrect
period may result in a misstatement of depreciation expense.

Recommendation
We recommend that the Authority enhance its internal controls related to the documentation and
communication of capital asset in-service dates between departments to ensure consistency
among departments and those assets are appropriately recorded and depreciated in the period
placed in-service.

Management Response
Management agrees with the finding. To ensure uniform and consistent reporting of asset
completion dates, the Accounting Department will pursue an interdepartmental awareness
program to inform project managers to abide by the Accounting Procedures & Guidelines for
Capital Expenditures (ACC-14). ACC-14 requires that assets placed in service be reported
immediately for depreciation purposes.

Deficiency #11-02: Information Technology - Periodic Access Review and Removal of
Terminated Users
Condition and Context
1. A review of user access within the HASTUS application was not performed during the
period under audit.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
December 29,20 11
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2. Five users that were terminated or no longer need access to the HASTUS application had
continued inappropriate access to the application
Eflect (or Potential Eflect)
Users may have inappropriate access to the HASTUS application allowing the ability to process
unauthorized transactions.

Recommendation
We recommend that management remove all inappropriate users to the application and that
management consider performing a periodic review over users with access to the folder on an at
least an annual basis to determine the appropriateness of user accounts.

Management Response
Management agrees with the recommendation. The five terminated employees' access to the
HASTUS application was disabled. The ITS department will work with Transit Operations to
perform an annual review of users with access to the HASTUS application and will remove all
inappropriate users.

Deficiency
#11-03:
Information
(MTA205 HR2000/Program Folder)

Technology

-

Migration

Access

Condition and Context
1. Access to migrate Payroll Application changes into the MTA205 HR2000Program folder is
not appropriately restricted. Two Payroll Developers had access to modify code and promote
changes into the production environment and as such, unauthorized program changes can be
moved into the production environment. This creates a segregation of duties issue since a
user can develop and promote h i s k change into production.
2. Additionally, we noted two users with inappropriate access to delete the program executable
file within the production environment. As such, if files are deleted from the directory,
synchronization of the Payroll application to each of the user computers will be impacted.
However, the program will still operate on the individual computers.

Eflect (or Potential Eflect)
Users may have inappropriate access to the MTA205 HR2000Program folder allowing the
ability to process unauthorized transactions. Additionally, users may have inappropriate access
to delete files from the directory, causing an impact to the synchronization (i.e., version updates)
of the Payroll application to each of the user's computers.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
December 29,20 11
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Recommendation
We recommend that management remove all inappropriate users to the application and that
management consider performing a periodic review over users with access to the folder on an
annual basis to determine the appropriateness of user accounts. Additionally, for the developers
who still require access to promote changes, we recommend that management consider
implementing a periodic monitoring of changes migrated into production to validate the
appropriateness of these changes.

Management Response
Management agrees with the recommendation. The ITS department will perform an annual
review of users with access to the Payroll application and will remove inappropriate users.

ITS has an established Change Control process through which changes to the production
environment is controlled and authorized. An additional level of periodic review will be
implemented to meet this audit recommendation.

Deficiency
#11-04:
Information
Technology
(MTA22 Inetpub\wwwroot\sqlservicefolder)

-

Migration

Access

Condition and Context
Access to migrate e-Time application changes into the MTA22 Inetpub\wwwroot\sqlservice
folder is not appropriately restricted. Two users had access to modify code and promote changes
into the production environment and as such, unauthorized program changes can be moved into
the production environment. This creates a segregation of duties issue since a user can develop
and promote h i s k change into production
Additionally, we noted 2 users with inappropriate access to delete the program executable file
within the production environment. As such, if files are deleted fi-om the directory,
synchronization of the Payroll application to each of the user computers will be impacted.
However, the program will still operate on the individual computers.

Effect (or Potential Effect)
Users may have inappropriate access to the MTA22 Inetpub\wwwroot\sqlservice gram folder
allowing the ability to process unauthorized transactions. Additionally, users may have
inappropriate access to delete files ii-om the directory, causing an impact to the synchronization
(i.e., version updates) of the e-Time application to each of the user's computers.

Recommendation
We recommend that management remove all inappropriate users to the application and that
management consider performing a periodic review over users with access to the folder on an
annual basis to determine the appropriateness of user accounts. Additionally, for the developers

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
December 29,201 1
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who still require access to promote changes, we recommend that management consider
implementing a periodic monitoring of changes migrated into production to validate the
appropriateness of these changes.

Management Response
Management agrees with the recommendation. The ITS department will perform an annual
review of users with access to the MTA22 Inetpub/wwwroot/sqlservice folder and will remove
all inappropriate users.

ITS has an established Change Control process through which changes to the production
environment is controlled and authorized. An additional level of periodic review will be
implemented to meet this audit requirement.

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY

Single Audit Reports
Fiscal year ended June 30,201 1
(With Independent Auditors' Report Thereon)

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY
Table of Contents

Page

Report on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards
Independent Auditors' Report on Compliance with Requirements That Could Have a Direct and
Material Effect on Each Major Program and on Internal Control over Compliance in
Accordance with OMB Circular A- 133
Schedule of Expenditures of Federal and State Awards
Notes to Schedule of Expenditures of Federal and State Awards
Schedule of Findings and Questioned Costs

KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618-3391

Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with GovernmentAuditing Standards

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California:
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Los Angeles County Metropolitan
Transportation Authority (LACMTA) as of and for the year ended June 30, 2011, which collectively
comprise the LACMTA's basic financial statements and have issued our report thereon dated
December 29, 2011. Our report was modified to include a reference to LACMTA's adoption of
Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and Governmental
Fund Type Definitions. Our report was also modified to include a reference to other auditors who audited
the defined benefit pension plan financial statements, which are reported in LACMTA's Employee
Retirement Trust Fund. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. This report does not include
the results of the other auditors' testing of internal control over financial reporting or compliance and other
matters in accordance with Government Auditing Standards that are reported on separately by those
auditors.
Internal Control over Financial Reporting

Management of LACMTA is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered LACMTA's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of LACMTA's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of LACMTA's internal control over financial reporting.
A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.

1

KPMG LLP is a Delaware limited liabili partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International"'), a Swiss entity.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
Compliance and Other Matters

As part of obtaining reasonable assurance about whether LACMTAYsfinancial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
We noted certain matters that we reported to management in a separate letter dated December 29,201 1.
This report is intended solely for the information and use of management, Board of Directors, others within
the entity, and federal awarding agencies and pass-through entities, and is not intended to be and should
not be used by anyone other than these specified parties.

December 29,201 1

KPMG LLP
Suite 700
20 Pacifica
Iwine, CA 92618-3391

Independent Auditors' Report on Compliance with Requirements
That Could Have a Direct and Material Effect on Each Major Program and on
Internal Control over Compliance in Accordance with OMB Circular A-133

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California:
Compliance

We have audited Los Angeles County Metropolitan Transportation Authority's (LACMTA) compliance
with the types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that could have a direct and material effect on each of
LACMTA's major federal programs for the year ended June 30,201 1. LACMTA's major federal programs
are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable
to each of its major federal programs is the responsibility of LACMTA's management. Our responsibility
is to express an opinion on LACMTA's compliance based on our audit.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-ProJt Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about
LACMTA's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination of LACMTA's compliance with those requirements.
In our opinion, LACMTA complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended
June 30,201 1. However, the results of our auditing procedures disclosed instances of noncompliance with
those requirements, which are required to be reported in accordance with OMB Circular A-133 and which
are described in the accompanying schedule of findings and questioned costs as items 2011-01
through 20 11-04.
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Internal Control over Compliance
The management of LACMTA is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered LACMTA's internal control over
compliance with the requirements that could have a direct and material effect on a major federal program
in order to determine the auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with 0MB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the LACMTA's internal control over compliance.
A deJciency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis.
Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above.
However, we identified certain deficiencies in internal control over compliance that we consider to be
significant deficiencies as described in the accompanying schedule of findings and questioned costs as
items 2011-01 through 201 1-04. A significant deficiency in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.
Schedule of Expenditures of Federal and State Awards
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of LACMTA as of and for the year ended
June 30,20 11, and have issued our report thereon dated December 29,20 11. Our audit was performed for
the purpose of forming opinions on the financial statements that collectively comprise LACMTA's basic
financial statements. The accompanying schedule of expenditures of federal and state awards is presented
for purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the
basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.
LACMTA's responses to the findings identified in our audit are described in the accompanying schedule of
findings and questioned costs. We did not audit LACMTA's responses and, accordingly, we express no
opinion on the responses.

This report is intended solely for the information and use of management, Board of Directors, others within
the entity, federal awarding agencies, and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

February 17,2012, except as to the
paragraph relating to the schedule of
expenditures of federal and state awards
which is as of December 29,201 1.

UIS ANGELES COUNTY METROPOLITAN TRANSPORTATIONAUTHORITY
Schedule of Expenditures of Federal and State Aviards
Ascal year ended June 30,2011

Federal grantor1pass-through grantor1
program or cluster title/ project title

CFDA number

GRANT #

Award

TOW

Total expended under federa state/
local for the Lfal year ended June 30,2011
Federal Share
State Share
Local Share

Federal grant8
U S Depamnent of Tranwttahon
passed through State of ~alifomia
Highway Plming and Construction Program
Highway Planning and ConFtruction Prognun
CEDA Subtotal
Federal Tranmt Cluster
Federal Tramt Caottal Imorovemwt Grants
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~artsldeExtennon New Start
FYOU03 Subgrantee Veh~cl&acthoes
Stem Madre Comressed Natural Gas Fuelrne Stat~on
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me

A
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Bus Acqwsthon
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RevenhveMantenance - Capttal
FYI0111 Growme States- Prevennve MamtenanceRsll
Bus Acqtusthon &d Metro Orangelme and Metro Goldltne Operahng Asnstance
Metro Goldlme Eastmde Extenston Ouerannn assistance
Orange Ltne Operahng Assrstance & B&! ~cqksthon
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ARRA - Metm Red L~neSubway Escalator Canopy PmJect
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Blue Lrne Trachon Power Substabon
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Federal Tranat Cluster Subtotal
Translt S e ~ c e Clushr
s
Job Access - Reverse Commute
Metro Commute S e ~ c e
Los Angeles Counly Job Accee and Reverse Commuteprojects
Los Anzeles Cauntv De~artmentof Pubhc Work. Southern Calrfornta
~ w o n a~l r .4;thoily,
u ~
Long Beach Transit. Salvahon Army,
Ctbes of Santa Clanta, Canon & Calabasas
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LOS ANGELES COUNTY METROPOLITANTRANSPORTATION AUTHOIUTY
Scheduleof ExpenLhues of Federal and State Awards
Flscal year ended June 30,2011

Federal grautorl pass-through grantor1
program or cluster tilid project title
Los Angeles County Job Acwa and Reverse Commute Program AdmmstrahnoFYOCO9
Lw Angeles County Job Acwa and Reverse Commute prnleds
Los Aweles Dmahnent of Trwsuortanan.Cltv of Wtumer. Cltv of Norwalt
~ e g & a lMob~htyfor .4nteloP; valley and
San FernandoValley

CFDA number

GRANT #

Award

Total

Total expended under f e d e r a state/
local for the fiscal year ended June 30,2011
Federal Sham
State Share
Local Share

20 516

20 516

CA-37-XI00

10,343,881

395,104

316,083

-

79,021

2006-RLT6-OW1 OHS

1.184.000

551.087

551.087

-

-
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TI-I
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Transit Seeunty Grant Rogram
Total U.S. Homeland Secutily
Total Federal Grants
State Grants
San Femando Vallet North South Bus Rapxd Trans~t
Expmtion L~ghtRml Transit TCRP
State Tranmortation Imurovement Promam plannm& P r o g r d g & Monito"ig program
State Transpo~tation
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& ~ o m t o nprogram
i~
ITS ImplementahonPlan for Gateway Cthes
Orange llne mgh Speed Magnehc Lentation trams
Llght Rall Vehicle Acquls~hon
Caltrans 74A0444
Crmgeshon Reduchon Demo Project
CrenshawTrans~tCorndor
Gaievq Clhes Counc~lof GovemmmtsBesel Em~ss~on
Rednchou Program
Hasley Canyon Road Interchange
Prop IB Secunty
Prop 1B Secunty
Prop IB Secunty
Prop IB PTMISEA

TCRO7AOO34-5
TCR07A0034-6/SlIpmYO8PROP IB

FY 09-10 6261-002~FIP~#037-91170
6061-0002, OES ID#TBD
PTMISEAl Local

Total State Grants
Grand Total
Sea sccompanyngnotes to scheduleof expenmturesof federal and state awards and report on mmpl~anceWC requirements that wuld huve a Lrect and matenal effect on each mqorprogram and on mtemal wntrol over wmpl~ance1n acwrdunce wth OMB C~rculm A-I33

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY
Notes to Schedule of Expenditures of Federal and State Awards
Fiscal year ended June 30,201 1

(1)

General
The accompanying schedule of expenditures of federal and state awards (the Schedule) presents the grant
activity of all expenditures of federal and state award programs of the Los Angeles County Metropolitan
Transportation Authority (LACMTA). All federal awards received directly from federal agencies, as well
as federal awards passed through other government agencies, are included in the Schedule. The Schedule
also includes state grants that do not participate in the federal awards. LACMTA is the reporting entity as
defined in note 1 to the financial statements of LACMTA's basic financial statements.

(2)

Basis of Presentation
The Schedule includes the federal grant activity of LACMTA and is presented on the accrual basis of
accounting. The information in this Schedule is presented in accordance with the requirements of
U.S. Office of Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and
Non-ProJitOrganizations.

(3)

Subrecipients
Of the federal expenditures presented in the Schedule, LACMTA provided federal awards to subrecipients
as follows:

Program title
Federal Transit Capital Investment Grants
Job Access -Reverse Cornmut e Program
New Freedom Program
(4)

Amount
provided to
subrecipients

CFDA
number
20.500
20.516
20.521

$

1,675,289
3 12,079
385,111

State and Local Funds Reimbursement
LACMTA utilizes state and local funds when federal funds are not received in a timely manner. Upon
receipt of federal funds, LACMTA reimburses state and local funds that were utilized for expenditures for
federal programs. Reimbursements are shown as credit balances in the Schedule.

(5)

Federal Financial Assistance
Pursuant to the Single Audit Act and the OMB Circular A-133 Compliance Supplement, the federal
financial assistance is defined as assistance provided by a federal agency, either directly or indirectly, in
the form of grants, contracts, cooperative agreements, loans, loan guarantees, property, interest subsidies,
insurance, or direct appropriations. Accordingly, nonrnonetary federal assistance is included in federal
financial assistance and, therefore, is reported on the Schedule, if applicable. Federal financial assistance
does not include direct federal cash assistance to individuals. Solicited contracts between the state and
federal government for which the federal government procures tangible goods or services are not
considered to be federal financial assistance.

(Continued)
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(6)

Major Programs
The Single Audit Act and OMB Circular A-133 establish criteria to be used in defining major federal
financial assistance programs. Major programs for LACMTA are those programs selected for testing by the
auditor using a risk assessment model, as well as certain minimum expenditure requirements, as outlined in
OMB Circular A-133. Programs with similar requirements may be grouped into a cluster for testing
purposes.

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY

Schedule of Findings and Questioned Costs
Fiscal year ended June 30,2011

(1)

Summary of Auditors' Results

Financial Statements
Type of auditors' report issued on the basic financial statements:

Unqualified opinion

Internal control over financial reporting:
Material weakness(es) identified

- Yes

X

no

Significant deficiency(ies) identified that are not
considered to be material weakness

Yes

Noncompliance material to the financial statements:

- Yes

X

no

Material weakness(es) identified

- Yes

X

no

Significant deficiency(ies) identified that are
not considered to be material weaknesses

-2L.

-

none reported

X
none reported

Federal Awards
Internal control over major programs:

Yes

Type of auditors' report issued on compliance for
major programs:

Unqualified opinions

Any audit findings disclosed that are required to be
reported under Section 5 10(a) of OMB Circular A- 133:

X

yes

no

Identification of major programs:
U.S. Department of Transportation - Federal Transit Cluster:
Federal Transit - Capital Investments Grants - CFDA No. 20.500
Federal Transit - Formula Grants - CFDA No. 20.507
U.S. Department of Transportation - Highway Planning and
Construction - CFDA No. 20.205
Dollar threshold used to distinguish between Type A and Type B programs:
Auditee qualified as low-risk auditee?
(2)

A Yes

$3,000,000

-

no

Findings Relating to the Basic Financial Statements Reported in Accordance with Government
Auditing Standards

None noted.

(Continued)
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(3)

Findings and Questioned Costs Relating to Federal Awards
2011-01 - Davis-Bacon Act - Submission of Certified Payrolls
Federal Program Information

Federal Catalog Numbers:

20.500,20.205 and 20.507,

Federal Program Names:

Federal Transit Cluster - Capital
Investment Grants and Formula Grants

ARRA - Highway Planning and Construction - 1-405
Carpool Lane

Federal Agency:

U.S. Department of Transportation

Pass Through Entity:

State of California

Federal Award Number and
Award Year:

07 4826 (2008), CA030508 (2001 ), CA90Y716
(2007), CA900970 (2002)

Criteria or Requirement
TITLE29 - LABOR, PART5 - LABOR STANDARDS PROVISIONS APPLICABLE TO
CONTRACTS COVERING FEDERALLY FINANCED AND ASSISTED CONSTRUCTION,
SECTION 5.5 CONTRACT PROVISIONS AND RELATED MATTERS.
"(ii)(A) The contractor shall submit weekly for each week in which any contract work is performed a copy
of all payrolls to the (write in name of appropriate federal agency) if the agency is a party to the contract,
but if the agency is not such a party, the contractor will submit the payrolls to the applicant, sponsor, or
owner, as the case may be, for transmission to the (write in name of agency). The payrolls submitted shall
set out accurately and completely all of the information required to be maintained under
29 CFR 5.5(a)(3)(i), except that full social security numbers and home addresses shall not be included on
weekly transmittals. Instead, the payrolls shall only need to include an individually identifying number for
each employee (e.g., the last four digits of the employee's social security number). The required weekly
payroll information may be submitted in any form desired. Optional Form WH-347 is available for this
purpose from the Wage and Hour Division Web site at http:/hww.dol.gov/esa/whd/forms/wh347instr.htm
or its successor site. The prime contractor is responsible for the submission of copies of payrolls by all
subcontractors. Contractors and subcontractors shall maintain the 111 social security number and current
address of each covered worker, and shall provide them upon request to the (write in name of appropriate
federal agency) if the agency is a party to the contract, but if the agency is not such a party, the contractor
will submit them to the applicant, sponsor, or owner, as the case may be, for transmission to the (write in
name of agency), the contractor, or the Wage and Hour Division of the Department of Labor for purposes
of an investigation or audit of compliance with prevailing wage requirements. It is not a violation of this
section for a prime contractor to require a subcontractor to provide addresses and social security numbers
to the prime contractor for its own records, without weekly submission to the sponsoring govemment
agency (or the applicant, sponsor, or owner)."
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Condition Found and Context
Management is required to obtain, on a weekly basis, certified payrolls and statements of compliance from
each contractor for each week in which contracted work is performed under the Davis-Bacon Act. For all
major programs cited below, we noted that management did not have adequate controls in place to ensure
that certified payrolls and compliance statements are received on a weekly basis as required by the
Davis-Bacon Act (29 CFR Sections 5.5 and 5.6).

Federal Transit Cluster
In our sample of 25 certified payrolls and compliance statements, we noted 23 were not received on a
weekly basis. We noted that 9 of the exceptions were received on a monthly basis, and 14 of the exceptions
were received on a greater than monthly basis.

Highway Planning Grants
In our sample of 25 certified payrolls and compliance statements, we noted 24 were not received on a
weekly basis. We noted that 2 of the exceptions were received on a biweekly basis, 7 of the exceptions
were received on a monthly basis, and 15 of the exceptions were received on a greater than monthly basis.
Possible Asserted Cause and Effect
Adequate monitoring controls do not appear to be in place to ensure that management complies with the
provisions under the Davis-Bacon Act. As a result, compliance statements and certified payrolls may not
be obtained and reviewed for compliance with the Davis-Bacon Act, on a weekly basis, as required.
Questioned Costs
None noted.
Recommendation
We recommend that management strengthen their policies and procedures to obtain and review compliance
statements and certified payrolls fkom each contractor and subcontractor on a weekly basis and ensure
compliance with the provisions under the Davis-Bacon Act.
Views of Responsible Officials and Planned Corrective Action
After discussion with management and DEOD department, consulting companies will be hired in the
subsequent fiscal year, 2012, to provide labor compliance work for approved contractors. MTA will
continue to work closely with these contractors to ensure all compliance is met on the accuracy and
timeliness of these certified payrolls and the compliance to prevailing wage.

(Continued)
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2011-02 - Procurement, Suspension, and Debarment
Federal Program Information
Federal Catalog Numbers:

20.500,20.507 and 20.205

Federal Program Names:

Federal Transit Cluster
Formula Grants

-

Capital Investment Grants and

ARRA - Highway Planning and Construction - 1-405 Carpool
Lane

Federal Agency:

U.S. Department of Transportation

Pass-Through Entity:

N/A

Federal Award Number and
Award Year:

CA96X057 (2009), CA030725 (2005), CA90Y307 (2004),
07-4826 (2008)

Criteria or Requirement
TITLE49 - TRANSPORTATION, SUBTITLEA - OFFICE OF THE SECRETARY OF
TRANSPORTATION, PART29 - GOVERNMENT WIDE DEBARMENT AND SUSPENSION
(NONPROCUREMENT), SUBPART B - COVERED TRANSACTIONS, Section 29.220.
"(a) Covered transactions under this part:

(b)

(c)

(1)

Do not include any procurement contracts awarded directly by a federal agency; but

(2)

Do include some procurement contracts awarded by nonfederal participants in
nonprocurement covered transactions.

Specifically, a contract for goods or services is a covered transaction if any of the following applies:
(1)

The contract is awarded by a participant in a nonprocurement transaction that is covered under
Section 29.210, and the amount of the contract is expected to equal or exceed $25,000.

(2)

The contract requires the consent of a Department of Transportation (DOT) official. In that
case, the contract, regardless of the amount, always is a covered transaction, and it does not
matter who awarded it. For example, it could be a subcontract awarded by a contractor at a tier
below a nonprocurement transaction, as shown in the appendix to this part.

(3)

The contract is for federally required audit services.

The contract is awarded by any contractor, subcontractor, supplier, consultant or its agent, or
representative in any transaction, regardless of tier, to be funded or provided by the DOT under a
nonprocurement transaction that is expected to equal or exceed $25,000."

(Continued)
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Condition Found and Context
Management is required to document the significant history of procurements, including the rationale for
the method of procurement, selection of contract type, contractor selection or rejection, and the basis of
contract type. Management is also required to perform verification for all covered transactions by checking
the Excluded Party List System (EPLS) to ensure covered transactions are not awarded to suspended or
debarred parties. For all major programs cited below, we noted that management did not have adequate
controls in place to ensure compliance with procurement requirements.

Federal Transit Cluster
In our sample of 40 contracts and purchase orders with values over $25,000 that had expenditures incurred
during the fiscal year ended June 30, 2011, we noted one contract file did not have certification of
non-suspension and debarment or EPLS verification within its documentation prior to federal funds being
expended. Furthermore, LACMTA was unable to locate one contract file selected. As a result, we were
unable to verify the history of the procurement process for this contract.
Total expenditures associated with contract and purchase orders that are not in compliance with the
procurement requirements amounted to $51,982 of the $383,951,649 of total federal program expenditures
for the Federal Transit Cluster.

Highway Planning Grants
In our sample of 25 contracts and purchase orders with values over $25,000 that had expenditures incurred
during the fiscal year ended June 30, 2011, we noted one contract file did not have certification of
non-suspension and debarment or EPLS verification within its documentation prior to federal funds being
expended. In addition, one contract file did not contain documentation of the significant history of the
procurement.
Total expenditures associated with contract and purchase orders that are not in compliance with the
procurement requirements amounted to $46,111 of the $109,204,838 of total federal program expenditures
for the Highway Planning Grants.

Possible Asserted Cause and Effect
We noted two factors that possibly contributed to LACMTA not complying with the procurement
requirements.
a.

LACMTA has procurement policy that specifies the requirement guidance for contract above
$25,000; however, the procedures were not followed diligently by the contract administrators.

b.

Based on discussion with the contract administrators, LACMTA does not have a central file tracking
system that track the physical contract files. LACMTA does have document retention policy by
keeping contract files onsite for three years from the execution date and relocate them to an off-site
secure vendor. However, as LACMTA was unable to find the contracts we selected, it appears the
LACMTA does not appear to have met the procurement requirements.

Noncompliance with procurement requirements could result in disbursement of federal funds to suspended
or debarred vendors or contracts awarded to vendors that are not the lowest competitive bidder.
14
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Questioned Costs
None noted.
Recommendation
We recommend LACMTA enforce its current policies and procedures that include periodic reviews of its
vendor files to ensure the applicable compliance requirements were met and it is not contracting with
suspended or debarred vendors in its federally funded contracts. In addition, LACMTA should consider
establishing a central file tracking system to prevent loss of documents and maintenance of contract files.
Views of Responsible Offiials and Planned Corrective Action
Management agrees with the findings related to the suspension and debarment certifications and EPLS
verifications. The EPLS is a requirement on the File Content sheet which will be reviewed and signed by
the Contract Administrator. Also, LACMTA's Procurement Department will update working files awarded
prior to June 30,2010 by including the EPLS record.
Management agrees with the findings related to the missing contract file and the lack of documentation of
the significant history of the procurement. The implementation of LACMTA's Contract Information
Management System (CIMS) is expected to provide a central file tracking system for any procurement
over $25,000, which would also cover the EPLS threshold requirement.

(Continued)
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2011-03 - Reporting - Monthly Payroll Reports

Federal Program Information
Federal Catalog Number:

20.205

Federal Program Name:

ARRA - Highway Planning and Construction - 1-405 Carpool
Lane

Federal Agency:

U.S. Department of Transportation

Pass-Through Entity:

State of California

Federal Award Number and
Award Year:

07-4826 (2008)

Criteria or Requirement
"DISTRICT AGREEMENT NO. 07-4826, COOPERATIVE AGREEMENT, Section 1 paragraph 15:
LACMTA agrees to assist State of California in its preparation of any required supplements to the
approved Environmental Document, Project Report, and Design Exception Factsheets (other than any such
supplements that are the responsibility of the Design Builder and under the Design Build Contract)."
Condition Found and Context
LACMTA is required to submit on a monthly basis, payroll reports that include the number of employees,
number of total hours and total payroll dollars for the corresponding month.
During our procedures performed over the accuracy of the Monthly Payroll Reports submitted by
LACMTA to Caltrans, we noted errors in 3 out of 12 samples selected. For each of these errors, we noted
that the information submitted in the Monthly Payroll Report was not consistent with the source
documentation. LACMTA reported $1,199,095 of payroll costs to Caltrans for the fiscal year 201 1;
however, the supporting documents totaled $1,201,861, resulting in an understatement of $2,766 in payroll
reported to Caltrans. LACMTA underreported 15 payroll hours as well as made an incorrect adjustment to
headcount in August 201 1 to correct the February 201 1 headcount resulting in an overstatement by 2 fulltime equivalents for the fiscal year 2011. The underreported payroll hours resulted in an understatement of
$533, which is included in the total understatement of $2,766.
Questioned Costs
None noted.
Possible Asserted Cause and Effect
Out of the three exceptions, two were likely due to the fact that the dates per the Monthly Payroll Reports
did not coincide to the dates used to run the Labor Information Management System (LIMS) Reports, from
which the source data was obtained. The Monthly Payroll Report uses a calendar month-end date while the
LIMS Report is based on a payroll period-end date. The Project Supervisor, therefore, reconciles the
information per the LIMS Report to obtain calendar month-end data reported on the Monthly Payroll
Report.
16
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The remaining exception was due to an error as a result of incorrect calculations by the Project Supervisor.
Noncompliance could result in retraction of federal funds by the awarding agency.
Recommendation
We recommend LACMTA enhance its controls over the review of the Monthly Payroll Reports prior to
submission to Caltrans and establish a documented process to reconcile variances caused by timing
differences between the reports and source documentation.
Views of Responsible OfJicials and Planned CorrectiveAction
Project Control staff has reviewed the auditors' questioned labor cost item of $2,766 for the 1-405
Sepulveda Pass Project and agrees with the Auditors' findings and recommended solutions. The reported
error was subsequently corrected.

In response to this, LACMTA has taken the following steps to correct this situation. The entire amount of
$2,766 was due to timing differences between the LIMS Report and Monthly Payroll Report. LACMTA
has since given Caltrans the correct payroll amount for that period and Caltrans has made that correction in
their online reporting system. Further, LACMTA has since adjusted the headcount for February 201 1 to the
correct amount.

(Continued)
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2011-04 - Reporting - Semiannual Disadvantaged Business Enterprises Reporting
Federal Program Information
Federal Catalog Number:

20.500 and 20.507

Federal Program Name:

Federal Transit Cluster - Capital Investment Grants and
Formula Grants

Federal Agency:

U.S. Department of Transportation

Pass- Through Entity:

N/A

Federal Award Number and
Award Year:

CA040034 (2006), CA580006 (20 10)

Criteria or Requirement
TITLE49 - TRANSPORTATION, SUBTITLEA - OFFICE OF THE SECRETARY OF
TRANSPORTATION, PART 26 - PARTICIPATION BY DISADVANTAGED BUSINESS
ENTERPRISES (DBE) IN DEPARTMENT OF TRANSPORTATION FINANCIAL, ASSISTANCE
PROGRAMS, SUBPART A - GENERAL, Section 26.1 1 - What records do recipients keep and report?
"(a) [Reserved]
(b)

You must continue to provide data about your DBE program to the Department as directed by DOT
operating administrations.

(c)

You must create and maintain a bidders list.
(1)

The purpose of this list is to provide you as accurate data as possible about the universe of
DBE and non-DBE contractors and subcontractors who seek to work on your federally
assisted contracts for use in helping you set your overall goals.

(2) You must obtain the following information about DBE and non-DBE contractors and
subcontractors who seek to work on your federally assisted contracts: (i) Firm name; (ii) Firm
address; (iii) Firm's status as a DBE or non-DBE; (iv) Age of the firm; and (v) The annual
gross receipts of the fm.You may obtain this information by asking each firm to indicate into
what gross receipts bracket they fit (e.g., less than $500,000; $500,000; $1 million;
$12 million; $25 million; etc.) rather than requesting an exact figure from the firm.
(3)

You may acquire the information for your bidders list in a variety of ways. For example, you
can collect the data from all bidders, before or after the bid due date. You can conduct a
survey that will result in statistically sound estimate of the universe of DBE and non-DBE
contractors and subcontractors who seek to work on your federally assisted contracts. You
may combine different data collection approaches (e.g., collect name and address information
from all bidders, while conducting a survey with respect to age and gross receipts
information)."
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Condition Found and Context
LACMTA is required to submit on a semi-annual basis, DBE reports for contracts that were opened or
closed during the period.

In our sample of DBE contracts obtained from the semiannual DBE Report, we noted 3 out of 16 of the
contracts selected did not report the accurate federal share percentage. Based on review of the source
documents, we noted that the federal share percentage for the contracts should have been 37.38%, and
61.27% for two contracts; however, they were reported on the semiannual DBE Report as 38% and 61%,
respectively. Based on our inquiry with the Director of C o u n w d e Planning, we noted that the difference
in the submitted semiannual DBE Report and the supporting calculations was a rounding error and that the
federal share percentage should be rounded to two decimal places. Further, 1 out of the 16 contracts did not
have a Total Prime and Prime Federal Share amount as these were inadvertently omitted from the support.
In addition, 1 out of 16 contracts reported the Total Contract Amount as $1,539,750 instead of $1,536,750
due to a typographical error.
Possible Asserted Cause and Effect
A detailed review over the semiannual DBE Report was not performed, which could have likely uncovered
the typographical error on the report as well as the inadvertent omission and rounding errors prior to
submission to the Federal Transit Agency.
Noncompliance could result in retraction of federal funds by the awarding agency.
Questioned Costs
None noted.
Recommendation
We recommend LACMTA to enhance its reviews over the semiannual DBE Report prior to submission to
the Federal Transit Agency.
Views of Responsible OfJicials and Planned Corrective Action
Management agrees with the findings. LACMTA will enhance its review of the draft semiannual DBE
report for accuracy.
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KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618-3391

November 22,20 1I
The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Ladies and Gentlemen:
We have performed agreed-upon procedures for the Los Angeles County Metropolitan Transportation
Authority (the Authority) - Transportation Operating Agency (ID# 9154) described in Attachment A to
this letter for the year ended June 30, 2011, and have issued our independent accountants' report on
applying agreed-upon procedures thereon dated November 22,201 1.
The procedures were applied separately to each of the Authority's and purchased transportation
contractor's information systems used to develop the reported actual vehicle revenue miles (VRM),
passenger miles traveled (PMT), and operating expenses (OE) for each of the following modes:
Heavy Rail (Directly Operated)
Light Rail (Directly Operated)
Motor Bus (Directly Operated)
Motor Bus (Purchased Transportation)
Vanpool (Purchased Transportation)
As summarized in Attachment B, the Authority's ridership, operating data, operating expenditures, and
farebox revenues were subjected to the procedures performed. These schedules have been included for
information purposes only and were not audited by us, and accordingly, we do not express an opinion on it.
In planning and performing our agreed-upon procedures covering the Authority's modes of transportation,
which were agreed to and specified by the Federal Transportation Administration (FTA) in the
Declarations section of the 201 1 Reporting Manual and agreed to by the Authority in accordance with
attestation standards established by the American Institute of Certified Public Accountants, we considered
the Authority's internal controls in place to ensure the accuracy of the data collection process in
conjunction but not for the purpose of expressing an opinion of the effectiveness of the Authority's internal
control. Accordingly, we do not express an opinion on the effectiveness of the Authority's internal control.
During our agreed-upon procedures project, we noted certain matters involving internal control and other
operating matters that are presented in Attachment C for your consideration. These comments and
recommendations, all of which have been discussed with the appropriate members of management, are
intended to improve internal control or result in other operating efficiencies.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cwperative
("KPMG International"),a Swiss entity.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
November 22,20 11
Page 2
Our agreed-upon procedures were applied to assist the Authority's Board of Directors in evaluating
whether the Authority complied with the standards described in the second paragraph of Attachment A and
that the information included in the National Transit Database (NTD) Federal Funding Allocation Data
related to total vehicle revenue miles, passenger miles, and operating expenses (herein referred to as
Federal Funding Allocation Data or FFAD) for the fiscal year ended June 30, 2011 is presented in
conformity with the requirements of the Uniform System of Accounts (USOA) and Reports and Reporting
System; Final Rule, as specified in 40 CFR Part 630, Federal Register, January 15, 1993, and as presented
in the 2011 Reporting Manual. These procedures, therefore, may not bring to light all weaknesses in
policies or procedures that may exist. We aim, however, to use our knowledge of the Authority gained
during our work to make comments and suggestions that we hope will be useful to you.
The Authority's written response to our comments and recommendations has not been subjected to the
procedures applied in the agreed-upon procedures engagement and, accordingly, we express no opinion on
it.

This communication is intended solely for the information and use of the Los Angeles County
Metropolitan Transportation Authority's Board of Directors, and is not intended to be and should not be
used by anyone other than these specified parties.

Very truly yours,

KPMG LLP
Suite 700
20 Pacifica
Iwine, CA 92618-3391

Attachment A

Independent Accountants' Report on
Applying Agreed-Upon Procedures

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
The Federal Transportation Administration (FTA) has established the following standards with regard to
the federal funding allocation data related to total vehicle revenue miles, passenger miles, and operating
expenses (herein referred to as Federal Funding Allocation Data or FFAD) of the Los Angeles County
Metropolitan Transportation Authority's (the Authority) annual National Transit Database (NTD) report:
A system is in place and maintained for recording data in accordance with NTD definitions. The
correct data are being measured and no systematic errors exist.
A system is in place to record data on a continuing basis and the data gathering is an ongoing effort.
Source documents are available to support the reported data and are maintained for FTA review and
audit for a minimum of three years following the FTA's receipt of the NTD report. The data are fully
documented and securely stored.
A system of internal controls is in place to ensure the accuracy of the data collection process and that
the recording system and reported comments are not altered. Documents are reviewed and signed by
a supervisor, as required.
The data collection methods are those suggested by the FTA to meet FTA requirements.
The deadhead miles, computed as the difference between the reported total actual vehicle miles data
and the reported total actual vehicle revenue miles data, appear to be accurate.
Data are consistent with prior reporting periods and other facts known about transit agency's
operations.
We have applied the procedures, as described in Attachment I to this report, to the FFAD for the
Authority's Transportation Operating Agency (ID# 9154) for the fiscal year ended June 30, 201 1. Such
procedures, which were agreed to and specified by the FTA in the Declarations section of the 2011
Reporting Manual and agreed to by the Authority, were applied to assist you in evaluating whether the
Authority complied with the standards described in the first paragraph of this report and whether the FFAD
for the fiscal year ended June 30, 201 1 is presented in conformity with the requirements of the Uniform
System of Accounts and Records and Reporting System; Final Rule, as specified in 49 CFRPart 630,
Federal Register, January 15, 1993, and as presented in the 2011Reporting Manual.
This engagement to apply agreed-upon procedures was performed in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of the procedures is
solely the responsibility of the specified users of this report. Consequently, we make no representation
KPMG U P is a Delaware limited 'ability partnership.
the U.S. member firm of KPMG International Cooperative
("KPMG International"), a Swiss entity.
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regarding the sufficiency of the procedures described above either for the purpose for which this report has
been requested or for any other purpose.
The procedures described in Attachment I to this report were applied separately to each of the information
systems used to develop the reported actual Vehicle Revenue Miles (VRh4), fmed guideway directional
route miles (FG DRM), Passenger Miles Traveled (PMT), and operating expenses (OE) of the Authority
for the fiscal year ended June 30,2011 for each of the following modes:
Motor Buses (Directly Operated)
Motor Buses (Purchased Transportation)
Heavy Rail (Directly Operated)
Light Rail (Directly Operated)
Vanpool (Purchased Transportation)
In performing the procedures, except for the information and findings referenced in Attachment I, no
matters came to our attention that caused us to believe that the FFAD for the fiscal year ended June 30,
2011 is not presented in conformity with the requirements of the Uniform System of Accounts and Records
and Reporting System; Final Rule, as specified in 49 CFR Part 630, Federal Register, January 15, 1993,
and as presented in the 201I Reporting Manual. We were not engaged to, and did not, perform an audit,
the objective of which would be the expression of an opinion on the fairness of the Authority's ID# 9154
FFAD for the fiscal year ended June 30,201 1. Accordingly, we do not express such an opinion. Also, we
do not express an opinion on the Authority's system of internal controls taken as a whole. Had we
performed additional procedures, other matters might have come to our attention that would have been
reported to you. This report relates only to the information described above and does not extend to the
Authority's annual financial statements or the forms in the Authority's NTD report, other than the FFAD,
for any date or period.
This report is intended solely for the information and use of the Authority's management and the FTA, and
is not intended to be and should not be used by anyone other than these specified parties.

November 22,20 11

Attachment I
1.

We discussed procedures related to the system for reporting and maintaining data in accordance with the
National Transit Database (NTD) requirements and definitions set forth in 49 CFR Part 630, Federal
Register, January 15, 1993, and as prescribed in the 2011 Reporting Manual, with the personnel assigned
responsibility of supervising the preparation and maintenance of NTD data (2011 Reporting Manual Exhibit 24, Procedure a).

2.

We discussed with the personnel assigned responsibility of supervising the preparation and maintenance of
NTD data the procedures to determine:
The extent to which the Los Angeles County Metropolitan Transportation Authority (the Authority)
followed the procedures on a continuous basis and whether they believe such procedures result in
accumulation and reporting of data consistent with the NTD definitions and requirements set forth in
49 CFR Part 630, Federal Register, January 15, 1993, and as prescribed in the 2011Reporting Manual.
We were informed that, to the best of their knowledge, the procedures were followed on a continuous basis
and that such procedures result in the accumulation and reporting of data consistent with the NTD
definitions and requirements set forth in 49 CFRPart 630, Federal Register, January 15, 1993
(2011Reporting Manual -Exhibit 24, Procedure b).

3.

We inquired of the same personnel concerning the retention policy that is followed by the Authority with
respect to source documents supporting the NTD federal funding allocation data related to total vehicle
revenue miles, passenger miles, and operating expenses (herein referred to as Federal Funding Allocation
Data or FFAD). We were informed that the Authority maintains source documents for a minimum of five
years, which is in accordance with 40 CFR Part 630 (2011 Reporting Manual - Exhibit 24, Procedure c).

4.

Based on a description of the Authority's procedures obtained in the preceding items 1 and 2, we identified
and observed the source documents to be retained by the Authority for a minimum of three years
(2011 Reporting Manual - Exhibit 24, Procedure d). For each source document selected for testing, we
observed that the source documents existed for fiscal years 2008,2009, and 2010.

5.

We discussed the system of internal controls with the person responsible for supervising and maintaining
the NTD data. We inquired as to whether individuals, independent of the individuals preparing the source
documents and posting the data summaries, review the source documents and data summaries for
completeness, accuracy, and reasonableness, and how often such reviews are performed (2011 Reporting
Manual -Exhibit 24, Procedure e).

6.

We obtained a sample of 265 source documents from fiscal year 2011 to determine whether supervisors'
signatures are present as required by the system of internal controls. If supervisors' signatures were not
required, we inquired how the supervisors' reviews were documented. We noted the source documents that
are not physically signed by a supervisor, reviews were evidenced by recalculations, notations, or for those
that were generated and reviewed electronically, evidenced through e-mail communications
(2011 Reporting Manual - Exhibit 24, Procedure j). No exceptions were noted as a result of performing
this procedure.
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7.

We obtained the worksheets utilized by the Authority to prepare the FFDA that will be included in the
NTD's formula apportionment. We compared the periodic data of Vehicle Revenue Miles (VRM),
Passenger Miles Traveled (PMT), and Operating Expenses (OE) included on the worksheets to the annual
summaries prepared by the Authority. We tested the arithmetical accuracy of the summarizations
(2011Reporting Manual - Exhibit 24, Procedure g).
We noted that Directly Operated Motor Bus Actual Vehicle Miles (AVM), VRM, Actual Vehicle
Hours (AVH) and Vehicle Revenue Hours 0
reported were not transcribed correctly, which
resulted in overstatement of 15,167 AVM out of 90,713,999 total AVM, 11,640 VRM out of
75,264,366 total VRM, 1,204 AVH out of 7,302,578 total AVH and 1,001 VRH out of 6,599,921
total VRH. We discussed the exceptions with Authority personnel, who subsequently corrected the
data reported to NTD.

8.

We discussed the Authority's procedures for accumulating and recording PMT data in accordance with
NTD requirements with the Authority's staff, noting that for rail reporting, the Authority uses an estimate
of passenger miles based on statistical sampling meeting the Federal Transportation Authority's (FTA's)
95% confidence and 10% precision requirements and in accordance with FTA Circular 2710.1A. For
Vanpool and Motor Bus, the Authority uses a combination of a 100% passenger trip count and an estimate
of passenger miles based on statistical sampling, meeting the FTA's 95% confidence and 10% precision
requirements, and in accordance with Circular 2710.2A (2011 Reporting Manual - Exhibit 24,
Procedure h).

9.

We discussed the Authority's eligibility to conduct statistical sampling for PMT data every third year with
the Authority's staff. We determined the Authority did not meet one of the three criteria that allows transit
agencies to conduct statistical samples for accumulating PMT data every third year rather than annually.
Specifically:
According to the 2000 Census, the Authority serves an urbanized area (UZA) of less than
500,000 population.
The Authority directly operates fewer than 100 revenue vehicles in all modes in annual maximum
revenue service (VOMS) (in any size urbanized area).
The service is purchased fiom a seller operating fewer than 100 revenue vehicles in VOMS, and is
included in the Authority's NTD report.
As such, we reviewed the NTD documentation for the most recent mandatory sampling year (2011) and
observed that statistical sampling was conducted and met the 95% confidence and 10% precision level
requirements (2011ReportingManual -Exhibit 24, Procedure i).

10.

We obtained a description of the sampling procedures utilized for estimation of PMT data used by the
Authority. We obtained a copy of the Authority's working papers and observed the methodology used to
select the sample of runs for recording passenger mile data. We observed that the methodology used to
select specific runs fiom the universe resulted in a random selection of runs. If a selected sample run was
missed, we observed that a replacement sample run was randomly selected. We confirmed that the
Authority followed the stated sampling procedure, noting that when a run was missed a similar route time
and day of the week was selected to replace the missed b5p (2011 Reporting Manual - Exhibit 24,
Procedure j).

11.

We selected a haphazard sample of 200 source documents for accumulating passenger mile data and
observed that they appeared to be complete (i.e., all required data are recorded) and that the PMT
computations were accurate. We then traced the source documents selected into the accumulation period
6
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selected and recomputed the accumulations within each of the selected periods and tested the arithmetical
accuracy of the summarization (2011Reporting Manual - Exhibit 24, Procedure k).
During our testing, we noted an understatement of 6.5 PMT out of 47,640,290 PMT reported for Purchased
Transportation Motor Bus due to transcriptions errors, which were subsequently corrected.
12.

We discussed the procedures for systematic exclusion of charter, school bus, and other ineligible vehicle
miles from the calculation of VRM with the Authority's staff and were informed, based on that interview,
that stated procedures were followed (2011Reporting Manual - Exhibit 24, Procedure I).

13.

For actual VRM data, we read the documented collection and recording methodology and observed that
deadhead miles were systematically excluded from the computation as enumerated in the following
procedures (2011Reporting Manual -Exhibit 24, Procedure m).
For nonfrxed routes, the Authority uses vehicle logs to compute VRM data. For fixed route schedules, the
Authority uses pink letters, daily loss service reports, and monthly additional service reports to record
temporary changes. We haphazardly selected 320 samples of vehicle logs and disruption reports and
recalculated VRM for the selected trip, excluding deadhead mileage, noting the following exceptions:
We noted that Purchased Transportation Motor Bus VRM reported was not consistent with the 2 of
160 individual trip sheets sampled, which resulted in the overstatement of 0.6 VRM out of
6,224,789 VRM reported on the Service Form S-10. We discussed the exception with Authority
personnel, who subsequently corrected the data reported to NTD.
We noted that Directly Operated Motor Bus VRM reported was not consistent with the 1 of
5 monthly pink letters sampled, which resulted in the overstatement of 12,464 VRM out of
75,264,366 VRM reported on the Service Form S-10. We discussed the exception with Authority
personnel, who subsequently corrected the data reported to NTD.

14.

For rail modes, we read the recording and accumulation sheets for actual VRMs and observed that
locomotive miles were not included in the computation (2011 Reporting Manual - Exhibit 24,
Procedure n).

15.

For fixed guideway directional route miles (FG-DRM) reported, we interviewed the person responsible for
maintaining and reporting the NTD data and, based on that interview, were informed that operations met
FTA's definition of frxed guideway (FG) (2011 Reporting Manual - Exhibit 24, Procedure 0 ) .

16.

We discussed the measurement of FG-DRM with the person reporting the NTD data and were informed,
based on that interview, that the mileage was computed in accordance with FTA's definitions of FG and
DRM. We inquired with the Authority and were informed there were no service changes during the year
that resulted in an increase or decrease in DRMs (2011Reporting Manual - Exhibit 24, Procedurep).
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17.

We measured a sample of 81.7 miles of FG-DRM reported in fiscal year 2011 ftom maps or by retracing
route using Google maps and recalculating to within less than one mile of the miles reported as enumerated
below (2011 Reporting Manual - Exhibit 24, Procedure q). No exceptions greater than one mile were
noted.
RouteILine

Metro Red Line (802)
Metro Gold Line (804)
El Monte Busway
Spring Contra Flow Lane
605 Northbound
605 Southbound

Mode

Heavy Rail
Light Rail
Motor Bus
Motor Bus
Motor Bus
Motor Bus

Miles
reported

15.95
13.63
12.25
0.46
18.90
19.60

Recomputation
miles

16.20
13.20
12.67
0.50
19.20
19.90

Difference

(0.25)
0.43
(0.42)
(0.04)
(0.30)
(0.30)

18.

We discussed with the Authority's person reporting the NTD data whether other public transit agencies
operate service over the same FG as the Authority's. We were informed the Authority is the approved
operator of the FG standard with other transit agencies operating over the same FG, therefore, all DRM are
only reported once under the Authority (2011Reporting Manual - Exhibit 24, Procedure r).

19.

We read the S-20 form. We discussed the commencement date of revenue service for each FG segment
with the person reporting the NTD data and were informed that the date reported was when revenue
service began (2011Reporting Manual - Exhibit 24, Procedure s).

20.

We compared operating expenses on the FFAD with audited financial data after reconciling items were
removed. No exceptions were noted (2011Reporting Manual -Exhibit 24, Procedure t).

2 1.

We inquired of Authority personnel responsible for reporting NTD data regarding the amount of purchased
transportation generated fare revenues and were informed that the amount equaled the amount reported on
the Contractual Relationship Form (B-30) (2011 Reporting Manual - Exhibit 24, Procedure u). We
inquired with the Authority and obtained the total fare revenues of $345,973,076. We compared that total
to the combined totals of the fare revenues for the directly operated motor bus reported on the B-30 forms
of $337,857,733 and the totals of fare revenues for purchased transportation providers on the B-30 forms
of $8,115,343. No exceptions were noted.

22.

We inquired of Authority personnel responsible for reporting NTD data regarding purchased transportation
services. Authority personnel stated that the Authority's NTD report contains data for the purchased
transportation services and the purchased transportation data was subject to the procedures listed in our
report and any exceptions noted have been included in this report. We also agreed the purchased
transportation expenditures reported on the Contractual Relationship (B-30) Form by the Authority in the
fiscal year ended June 30, 201 1 to invoices provided by the aforementioned transit agencies for purchased
transportation services for services without exception (2011Reporting Manual - Exhibit 24, Procedure v).
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23.

We obtained a copy of all purchased transportation contracts to determine whether the contracts (1) specify
the specific mass transportation services to be provided; (2) specify the monetary consideration obligated
to by the Authority contracting for the service; (3) specifl the period covered by the contract and that the
period is the same as, or a portion of the period covered by the NTD report; and (4) are signed by a
representative of both parties to the contracts. No exceptions were noted. We interviewed the person
responsible for maintaining the NTD data regarding the retention of the executed contract and reviewed
executed contracts and observed that copies of the contracts were retained for three years (2011 Reporting
Manual - Exhibit 24, Procedure w).

24.

Based on discussions with the Authority personnel, we were informed that the Authority provides services
in urbanized areas only, and accordingly, it is not necessary for the Authority to perform an allocation
between urbanized and nonurbanized areas (2011 Reporting Manual - Exhibit 24, Procedure x).

25.

We compared VRM, PMT, and OE data reported on the FFAD to comparable data for the prior report year
and calculated the percentage change from the prior year to the current year. We inquired of Authority
personnel of changes in VRM, PMT, or OE, as compared to the prior year data, for changes that exceeded
+/-lo%. We interviewed Authority personnel regarding the specific operations that led to the increases and
decreases in the data relative to the prior reporting period and documented the results of our inquiries
(2011Reporting Manual - Exhibit 24, Procedure y).

Attachment B
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Transportation Operating Agency (ID# 9 154)
Schedule of Ridership, Operating Data, Operating Expenditures,
and Farebox Revenues (Unaudited)
Year ended June 30,201 1
Heavy rail (directly operated):
Operating data:
Total trains in operation
Total train miles
Total train hours
Total train revenue miles
Total train revenue hours
Ridership data:
Total passenger trips
Total passenger miles
Operating expenditures:
Total operating costs
Total farebox revenues
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Transportation Operating Agency (ID# 9 154)
Schedule of Ridership, Operating Data, Operating Expenditures,
and Farebox Revenues (Unaudited)
Year ended June 30,201 1
dght rail (directly operated):
Operating data:
Total trains in operation
Total train miles
Total train hours
Total train revenue miles
Total train revenue hours
Ridership data:
Total passenger trips
Total passenger miles
Operating expenditures:
Total operating costs
Total farebox revenues
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Transportation Operating Agency (ID# 9 154)
Schedule of Ridership, Operating Data, Operating Expenditures,
and Farebox Revenues (Unaudited)
Year ended June 30,201 1
Motor bus (directly operated):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours
Ridership data:
Total passenger trips
Total passenger miles
Operating expenditures:
Total operating costs
Total farebox revenues
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATIONAUTHORITY
Transportation Operating Agency (ID# 9 154)
Schedule of Ridership, Operating Data, Operating Expenditures,
and Farebox Revenues (Unaudited)
Year ended June 30,201 1
Motor bus (purchased transportation):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours
Ridership data:
Total passenger trips
Total passenger miles
Operating expenditures:
Total operating costs
Total farebox revenues
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Transportation Operating Agency (ID#9154)
Schedule of Ridership, Operating Data, Operating Expenditures,
and Farebox Revenues (Unaudited)
Year ended June 30,201 1
Vanpool (purchased transportation):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours
Ridership data:
Total passenger trips
Total passenger miles
Operating expenditures:
Total operating costs
Total farebox revenues

Attachment C
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9 154)
Schedule of Comments and Recommendations
Year ended June 30,20 11

Comment #11-01

Transportation Mode
Motor Bus (Directly Operated)
Criteria
CODE OF FEDERAL REGULATIONS - TITLE49 - TRANSPORTATION CHAPTER VI - FEDERAL
TRANSIT ADMINISTRATION, DEPARTMENT OF TRANSPORTATION, PART 630 - NATIONAL
TRANSIT DATABASE, Section 630.8 Questionable data items.
FTA may enter a zero, or adjust any questionable data item(s), in any reporting entity's NTD submission
that is used in computing the Section 5307 apportionment. These adjustments may be made if any data
appears to be inaccurate, have not been collected and reported in accordance with FTA reference
documents, or if there is not adequate documentation and a reliable recordkeeping system.
2011 National Transit Database Reporting Manual, Declarations Module, Exhibit 24
Allocation Data Review - Suggested Procedure G:

-

Federal Funding

Obtain the worksheets utilized by the transit agency to prepare the Federal Funding Allocation Data that
will be included in the NTD's formula apportionment. Compare the periodic data included on the
worksheets to the periodic summaries prepared by the transit agency. Test the arithmetical accuracy of the
summarizations.
Condition and Context
In accordance with the suggested procedure contained in the 2011 NTD Reporting Manual, we inquired with
MTA as to how it reports its final data and noted MTA utilizes annual summary reports. We obtained the
monthly summaries and noted the following differences:
Actual Vehicle Miles (AVM) was originally reported as 90,729,166 on the NTD form, however, we noted
AVM was overstated by 15,167 due to a transcription error. The error was subsequently corrected and
90,713,999 AVM were reported on the final NTD form.
Vehicle Revenue Miles
was originally reported as 75,276,006 on the NTD form, however, we
noted VRM was overstated by 11,640 due to a transcription error. The error was subsequently corrected
and 75,264,366 VRM were reported on the final NTD form.
a

Actual Vehicle Hours (AVH) was originally reported as 7,303,781 on the NTD form, however, we noted
AVH was overstated by 1,203 due to a transcription error. The error was subsequently corrected and
7,302,578 AVH were reported on the final NTD form.
Vehicle Revenue Hours (VRH) was originally reported as 6,600,922 on the NTD form, however, we noted
VRH was overstated by 1,001 due to a transcription error. The error was subsequently corrected and
6,599,921 VRH were reported on the final NTD form.
15
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9 154)
Schedule of Comments and Recommendations
Year ended June 30,201 1

Cause and Eflect
These exceptions noted appear to have been caused by insufficient review by individuals independent of those
preparing the NTD final reporting form, which resulted in the inaccurate reporting of AVM, VRM, AVH and
VRH on the NTD form.

Recommendation
We recommend the Authority enhance the controls over the review of the NTD data to ensure errors are
indentified prior to the data being reported.

Management's Response
The Authority will consider increasing its existing review procedures to specifically address any transcription
and arithmetical errors in the calculation used for FTA reporting.
Comment #11-02

TransportationMode
Motor Bus (Purchased Transportation)

Criteria
CODE OF FEDERAL REGULATIONS - TITLE 49 - TRANSPORTATION, CHAPTER VI - FEDERAL
TRANSIT ADMINISTRATION, DEPARTMENT OF TRANSPORTATION, PART 630 - NATIONAL
TRANSIT DATABASE, Section 630.8 Questionable data items.
FTA may enter a zero, or adjust any questionable data item(s), in any reporting entity's NTD submission
that is used in computing the Section 5307 apportionment. These adjustments may be made if any data
appears to be inaccurate, have not been collected and reported in accordance with FTA reference
documents, or if there is not adequate documentation and a reliable recordkeeping system.
2011 National Transit Database Reporting Manual, Declarations Module, Exhibit 24 - Federal Funding

Allocation Data Review - Suggested Procedure K:
Select a random sample of the source documents for accumulating passenger miles traveled (PMT) data
and determine that they are complete (all required data are recorded) and that the computations are
accurate. Select a random sample of the accumulation periods and recompute the accumulations for each of
the selected periods. List the accumulation periods that were tested. Test the arithmetical accuracy of the
summarization.

Condition and Context

In accordance with the suggested procedure contained in the 2011 NTD Reporting Manual, we obtained from the
Authority a summary of PMT sampling. We then selected a sample of 25 for each mode/contractor. For each of
16
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Transportation Operating Agency (ID# 9 154)
Schedule of Comments and Recommendations
Year ended June 30,201 1

the selected samples, we obtained the related trip log and ensured all required information is properly reflected in
the computation of PMT.
Motorbus (Purchased Transportation)
First Transit, Inc.
For 1 out of 25 routes/vehicles tested, we noted that the data did not agree to the survey prepared by the
drivers, which resulted in the underreporting of 9.8 PMT, which was less than 1% of the 2,742 sampled
PMT. Upon M e r investigation, we noted the aforementioned understatement was the result of
transcription errors of passengers on and off board. This exception was subsequently corrected by the
Authority, however, it had no impact on the average trip length and annual PMT reported on the NTD
form.
Southland Transit
For 1 out of 25 routes/vehicles tested, we noted that the data did not agree to the survey prepared by the
drivers, which resulted in the over reporting of 3.3 PMT, which was less than 1% of the 4,304 sampled
PMT. Upon further investigation, we noted the aforementioned overstatement was the result of
transcription errors of passengers on and off board. This exception was subsequently corrected by the
Authority; however, it had no impact on the average trip length and annual PMT reported on the NTD
form.
Cause and Effect
The exceptions noted appear to be a result of insufficient review of input function, which resulted in incorrect
reporting of NTD data.
Recommendation
We recommend the Authority consider expanding its current review procedures to specifically address potential
transcription errors in the PMT data in the trip logslsurveys prepared by the drivers.
Management's Response
The Authority will consider increasing its existing review procedures to specifically address any transcription
and arithmetical errors in the calculation used for FTA reporting.
Comment #11- 03
Transportation Mode
Motor Bus (Purchased Transportation)
Motor Bus (Directly Operated)
(Continued)
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9 154)
Schedule of Comments and Recommendations
Year ended June 30,201 1

Criteria
CODE OF FEDERAL REGULATIONS - TITLE 49 - TRANSPORTATION CHAPTER VI - FEDERAL
TRANSIT ADMINISTRATION, DEPARTMENT OF TRANSPORTATION, PART 630 - NATIONAL
TRANSIT DATABASE, Section 630.8 Questionable data items.
FTA may enter a zero, or adjust any questionable data item(s), in any reporting entity's NTD submission
that is used in computing the Section 5307 apportionment. These adjustments may be made if any data
appears to be inaccurate, have not been collected and reported in accordance with FTA reference
documents, or if there is not adequate documentation and a reliable recordkeeping system.
2011 National Transit Database Reporting Manual, Declarations Module, Exhibit 24
Allocation Data Review - Suggestion Procedure M:

-

Federal Funding

For VRM data, document the collection and recording methodology and determine that deadhead miles are
systematically excluded from the computation. This is accomplished as follows:
-

If actual VRM are calculated from schedules, document the procedures used to subtract missed trips.
Select a random sample of the days that service is operated and recompute the daily total of missed
trips and missed VRM. Test the arithmetical accuracy of the summarization.

-

If actual VRM are calculated from hubodometers, document the procedures used to calculate and
subtract deadhead mileage. Select a random sample of the hubodometer readings and determine that
the stated procedures for hubodometer deadhead mileage adjustments are applied as prescribed. Test
the arithmetical accuracy of the summarization of intermediate accumulations.

-

If actual VRM are calculated from vehicle logs, select random samples of the vehicle logs and
determine that the deadhead mileage has been correctly computed in accordance with FTA's
definitions.

Condition and Context
In accordance with the suggested procedure contained in the 2011 NTD Reporting Manual, we inquired with the
Authority regarding how it calculates its VRM. We noted the Authority calculated its VRM by using a fixed
schedule that is generated by MTA less any missed trips. We selected a sample of vehicle logs and performed
recomputations to test the accuracy of VRM.
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9 154)
Schedule of Comments and Recommendations
Year ended June 30,201 1

Motorbus (Purchased Transportation)
Southland Transit.
In the 40 routes/vehicles tested that reported 34,447 VRM, we noted an overreporting of 1.2 VRM, which
was less than 0.01% of sampled VRM. Upon further investigation, we noted the aforementioned
overstatement was the result of an arithmetic error for missed miles. This exception was subsequently
corrected by the Authority.
Veolia Transportation
In the 40 routes/vehicles tested that reported 37,415 VRM, we noted an underreporting of 0.6 VRM, which
was less than 0.01% of sampled VRM. Upon further investigation, we noted the aforementioned
understatement was the result of an arithmetic error for missed miles. This exception was subsequently
corrected by the Authority.
Motorbus (Directly Operated)
We noted data transfer errors for the month of October 2010, which resulted in an overstatement of VRM of
12,464. We noted transposing errors from the "temporary adjustment letter - Pink Letter" to monthly reports,
which ties to the annual summary and NTD forms. MTA has subsequently corrected the error and reported the
correct VRM of 75,264,366 on the final NTD S-10 Form.
Cause and Egect
The exceptions noted appear to be a result of insufficient review of tripsheet calculations that resulted in the
inaccurate calculation of VRM.
Recommendation
We recommend the Authority consider expanding its current review procedures to specifically address potential
arithmetical errors in the calculation of VRM used for FTA reporting.
Management's Response
The Authority will consider increasing its existing review procedures to specifically address any transcription
and arithmetical errors in the calculation used for FTA reporting.

LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Federal Funding Allocation Data
LA County Small Operators (ID# 9 166)
Fiscal year ended June 30,201 1
(With Independent Accountants' Report on
Applying Agreed-Upon Procedures Thereon)

KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

Independent Accountants' Report on
Applying Agreed-Upon Procedures
The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
The Federal Transportation Administration (FTA) has established the following standards with
regard to the Federal funding allocation data related to total vehicle revenue miles, passenger
miles and operating expenses (herein referred to as Federal Funding Allocation Data or FFAD)
of the Los Angeles County Metropolitan Transportation Authority's (Authority) annual National
Transit Database (NTD) report:
A system is in place and maintained for recording data in accordance with NTD definitions.
The correct data are being measured and no systematic errors exist.
A system is in place to record data on a continuing basis and the data gathering is an
ongoing effort.
Source documents are available to support the reported data and are maintained for FTA
review and audit for a minimum of three years following the FTA's receipt of the NTD
report. The data are fully documented and securely stored.
A system of internal controls is in place to ensure the accuracy of the data collection process
and that the recording system and reported comments are not altered. Documents are
reviewed and signed by a supervisor, as required.
The data collection methods are those suggested by the FTA or meet FTA requirements.
The deadhead miles, computed as the difference between the reported total actual vehicle
miles data and the reported total actual vehicle revenue miles (VRM) data, appear to be
accurate.
Data are consistent with prior reporting periods and other facts known about transit agency's
operations.
We have applied the procedures, as described in Attachment I to this report, to the FFAD data
for the Los Angeles County Metropolitan Transportation Authority - LA County Small
Operators (ID# 9166) for the fiscal year ended June 30, 201 1. Such procedures, which were
agreed to and specified by the FTA in the Declarations section of the 2011 Reporting Manual
and agreed to by the Authority, were applied to assist in evaluating whether the Authority
complied with the standards described in the first paragraph of this report and whether the
Federal Funding Allocation Data for the fiscal year ended June 30, 2011 is presented in

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International"),a Swiss entity.

conformity with the requirements of the Uniform System of Accounts and Records and Reporting
System; Final Rule, as specified in 49 CFR Part 630, Federal Register, January 15, 1993 and as
presented in the 2011Reporting Manual.
This engagement to apply agreed-upon procedures was performed in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency
of the procedures is solely the responsibility of the specified users of this report. Consequently,
we make no representation regarding the sufficiency of the procedures described above either for
the purpose for which this report has been requested or for any other purpose.
The procedures described in Attachment I to this report were applied separately to each of the
information systems used to develop the reported actual VRM, passenger miles traveled (PMT),
and operating expenses (OE) of the Authority for the fiscal year ended June 30,201 1 - for each
of the following modes and jurisdictions (collectively referred to as the Authority):
Modes:

-

Motor Bus (purchased transportation) (MB)

-

Demand Response (purchased transportation) (DR)

-

Demand Response Taxi (purchased transportation) (DT)

Jurisdictions:

-

Agoura Hills

-

Alhambra

-

Artesia

-

Avalon

-

Baldwin Park

-

Bell Gardens

-

Bellflower

-

Beverly Hills
Burbank

-

Calabasas

-

Carson

-

Cerritos

-

Compton

-

Covina

-

Cudahy
Downey

-

Duarte

-

El Monte

-

Glendale

-

Glendora

-

Huntington Park

-

Inglewood

-

Los Angeles County Department of Public Works (LACDPW) - Avocado Heights

-

LACDPW - East Los Angeles (LA)

-

LACDPW

-

LACDPW - King Medical Center/Willowbrook Shuttle

-

LACDPW - South Whittier

-

LACDPW - Whittier

-

LACDPW - Willowbrook

-

Lawndale
Lynwood
Malibu

- East Valinda

-

Manhattan Beach

-

Palos Verdes Peninsula Transit Authority

-

Pasadena

-

Pico Rivera

-

Pomona Valley Transportation Authority

-

Rosemead

-

Santa Fe Springs

-

South Gate

-

South Pasadena

-

West Covina

-

West Hollywood

-

Whittier

Maywood
Monrovia
Monterey Park

In performing the procedures, except for the information and findings identified in Attachment I
to this report, no matters came to our attention that caused us to believe that the Federal Funding
Allocation Data for the fiscal year ended June 30,201 1 is not presented in conformity with the
requirements of the Uniform System of Accounts and Records and Reporting System; Final Rule,
as specified in 49 CFR Part 630, Federal Register, January 15, 1993 and as presented in the
2011Reporting Manual. We were not engaged to, and did not, perform an audit, the objective of
which would be the expression of an opinion on the fairness of the Authority's ID# 9166 Federal
Funding Allocation Data for the fiscal year ended June 30,201 1. Accordingly, we do not express
such an opinion. Also, we do not express an opinion on the Authority's system of internal
controls taken as a whole. Had we performed additional procedures, other matters might have
come to our attention that would have been reported to you. This report relates only to the items
tested in Attachment 1 and does not extend to the Authority's annual financial statements or the
forms in the Authority's NTD report other than the FFAD for any date or period.

This report is intended solely for the information and use of the Authority's management and the
FTA, and is not intended to be and should not be used by anyone other than these specified
parties.

October 17,20 11

Attachment 1
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Fiscal year ended June 30,201 1

1.

We discussed procedures related to the system for reporting and maintaining data in accordance with the
National Transit Database (NTD) requirements and definitions set forth in 49 CFRPart 630, Federal
Register, January 15, 1993 and as prescribed in the 2011 Reporting Manual, with the personnel assigned
responsibility of supervising the NTD data preparation and maintenance at each jurisdiction (2011
Reporting Manual -Exhibit 24, Procedure a).

2.

We discussed with the personnel assigned responsibility of supervising the preparation and maintenance of
NTD data the procedures to determine:
The extent to which each of the Los Angeles County Metropolitan Transportation Authority's
service providers/jurisdictions (collectively referred to as the Authority) listed on pages 2 through 4
of the accompanying independent accountants' report on applying agreed-upon procedures followed
the procedures on a continuous basis; and
Whether they believe such procedures result in accumulation and reporting of data consistent with
the NTD definitions and requirements set forth in 49 CFR Part 630, Federal Register, January 15,
1993, and as prescribed in the 2011Reporting Manual.
We were informed that, to the best of each of their knowledge, the procedures were followed on a
continuous basis and that such procedures result in the accumulation and reporting of data consistent with
the NTD def~nitionsand requirements set forth in 49 CFR Part 630, Federal Register, January 15, 1993
(2011Reporting Manual - Exhibit 24, Procedure b), with the exception of the following:
Avalon Demand Response Taxi and Motor Bus - the city used a combination of actual and fixed
data to report on the NTD forms. Actual vehicle miles (AVM), actual vehicle hours (AVH), and
vehicle revenue miles (VRM) are reported from actual trip sheet readings while VRH is reported
using AVH less a fixed hour.

3.

We inquired from the same personnel concerning the retention policy that is followed by the contract
service providers with respect to source documents supporting the NTD Federal fimding allocation data
related to total vehicle revenue miles, passenger miles and operating expenses (herein referred to as
Federal Funding Allocation Data or FFAD) and documented ow inquiries (2011 Reporting Manual Exhibit 24, Procedure c).

4.

Based on a description of the contract service providers' procedures obtained in items 1 and 2 above, we
identified and observed the source documents to be retained by the service providers for a minimum of
three years (2011 Reporting Manual - Exhibit 24, Procedure d). For each type of source document, we
observed that the source document exists for 2010,2009, and 2008, with the exception of the following:
Alhambra Demand Response and Motor Bus - During our testing, we noted the city was unable to
provide annual summaries for fiscal years 2009 and 2008, as well as the NTD report for fiscal year
2008.
Avalon Demand Response Taxi - During our testing, we noted the city was unable to provide
monthly invoices for fiscal years 2009 and 2008.

(Continued)
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Bell Gardens Demand Response and Motor Bus - During our testing, we noted the city was unable
to provide daily summaries and annual summaries for fiscal year 2008 for both Demand Response
@R) and Motor Bus (MB). Furthermore, the city was unable to provide monthly summaries for two
fiscal year 2008 samples selected for DR.
Carson Motor Bus Circuit - During our testing, the city was unable to provide annual summaries for
fiscal years 2009 and 2008.
Inglewood Demand Response Taxi - During our testing, the city was unable to provide daily and
monthly summaries for fiscal year 2008,2009, or 2010.
West Covina Motor Bus - During our testing, the city was unable to provide the monthly invoice for
June of fiscal year 2010.
Whittier Demand Response - During our testing, the city was unable to provide a daily summary
invoice for July of fiscal year 2008.
5.

We discussed the system of internal controls with the person responsible for supervising and maintaining
the NTD data. We inquired as to whether individuals, independent of the individuals preparing the source
documents and posting the data summaries, review the source documents and data summaries for
completeness, accuracy, and reasonableness and how often such reviews are performed (2011 Reporting
Manual - Exhibit 24, Procedure e).

6.

We obtained a sample of 155 source documents that support the Federal Funding Allocation Data to
determine whether supervisors' signatures are present as required by the system of internal controls. If
supervisors' signatures are not required, we inquired how the supervisors' reviews are documented (2011
Reporting Manual - Exhibit 24, Procedurefi.
We noted that 15 of the source documents sampled were not physically signed by a supervisor as those
documents were either generated electronically, or a signature was not required at the following
jurisdictions: Downey Demand Response; Huntington Park Demand Response Taxi; LACDPW - East
Valinda Motor Bus; LACDPW - King Medical Motor Bus; Maywood Demand Response; Monrovia
Demand Response; and Pomona Valley Transportation Authority Demand Response and Demand
Response Taxi.

7.

We obtained the work sheets utilized by the Authority to prepare the Federal Funding Allocation Data that
will be included in the NTD's formula apportionment. We compared the periodic data included on the
work sheets to the periodic summaries prepared by the Authority. We tested the arithmetical accuracy of
the summarizations (2011Reporting Manual - Exhibit 24, Procedure g).
During our testing, we noted the data transcribed was not consistent with the monthly details of VRM,
AVM, AVH, vehicle revenue hours (VRH), and passenger miles traveled (PMT).
We noted data errors for the following jurisdictions, which were subsequently corrected by the respective
jurisdiction: Alhambra Demand Response; Azusa Demand Response; Beverly Hills Demand Response
Taxi; Calabasas Motor Bus; Covina Demand Response; Downey Demand Response; Inglewood Demand
Response Taxi and Motor Bus; LACDPW - East LA Motor Bus; LACDPW - East Valinda Motor Bus;
7
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Maywood Demand Response; Pomona Valley Transportation Authority Demand Response; West Covina
Demand Response; and West Hollywood Demand Response, Demand Response Taxi, and Motor Bus.

8.

We discussed the Authority's procedures for accumulating and recording passenger mile data in
accordance with NTD requirements with the Authority's staff, noting that for Motor Bus reporting, the
Authority uses an estimate of PMT based on statistical sampling meeting the FTA's 95% confidence and
10% precision requirements and in accordance with FTA Circular 2710.1A. For Demand Response, we
noted that the Authority uses a combination of a 100% count and an estimate of passenger miles based on
statistical sampling, meeting the FTA's 95% confidence and 10% precision requirements, and in
accordance with FTA Circular 27 10.2A (2011Reporting Manual -Exhibit 24, Procedure h).

9.

Due to the size of the Authority, it does not qualify to conduct statistical sampling for passenger mile data
every third year. As such, the Authority conducts sampling annually. We reviewed NTD documentation
for the most recent sampling year (fiscal year 201 1) and determined that it meets the requirements stated in
FTA Circulars 27 10.1A and 27 10.2A for Motor Bus and Demand Response, respectively (2011Reporting
FTA Manual - Exhibit 24, Procedure i).

10.

We obtained a description of the sampling procedures utilized for estimation of passenger mile data used
by the Authority. We obtained a copy of the Authority's working papers and observed the methodology
used to select the sample of runs for recording passenger mile data. We observed that the methodology
used to select specific runs from the universe resulted in a random selection of runs. If a selected sample
run was missed, we observed that a replacement sample run was randomly selected. We confirmed that the
Authority followed the stated sampling procedure, noting that when a run was missed, a similar route,
time, and day of the week are selected to replace the missed trip (2011 Reporting Manual - Exhibit 24,
Procedure j).

11.

We selected a sample of 155 source documents used for accumulating passenger miles data and
determined that they appeared complete (i.e., all required data was recorded) and that the PMT
computations were mathematically accurate. We then traced the source documents selected into the
accumulation period selected and recomputed the accumulations within each of the selected periods and
tested the arithmetical accuracy of the summarization (2011Reporting Manual - Exhibit 24, Procedure k).
During our testing, we noted an understatement of 3.3 PMT in our sample selected and an understatement
of 240 PMT in total PMT reported for Agoura Hills Demand Response due to a calculation error. The city
did not correct the sample; however, the city corrected the total PMT reported.
During our testing, we noted an understatement of 1.4 PMT in our sample selected for Avalon Demand
Response Taxi due to a calculation error. The error was not subsequently corrected.
During our testing, we noted an understatement of 11 PMT in our sample selected for Glendale Motor Bus
due to a calculation error. The error was not subsequently corrected.
During our testing, we noted a difference between the boardings per the schedule submitted to NTD and
the daily trip sheet due to a manual input error, resulting in PMT being overstated by 18 miles for
Inglewood Motor Bus. The error was not subsequently corrected.

8
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During our testing, we noted the total number of passengers reported on the Lynwood Motor Bus NTD
form (S-10) of 343,032 was incorrect. The number reported represented the fiscal year 2010 total. The
correct total of passengers for fiscal year 201 1 was 367,059. The error was subsequently corrected.
During our testing, we noted an understatement of 2 PMT for Manhattan Beach Demand Response due to a
calculation error. The error was not subsequently corrected.
During our testing, we noted an understatement of 9 PMT for Pomona Valley Demand Response Taxi due
to a calculation error. The error was not subsequently corrected.
During our testing, we noted an overstatement of 11.7 miles for West Hollywood Motor Bus due to a
formatting error on the random data collection sheet. The error was not subsequently corrected.
During our testing, we noted an understatement of 2 PMT for Whittier Demand Response due to a
calculation error. The error was not subsequently corrected.
During our testing, we noted that Cerritos Demand Response and Motor Bus; LACDPW - Whinier
Demand Response; Monterey Park Demand Response; Pasadena Demand Response; and West Hollywood
Demand Response incorrectly calculated their PMT. The jurisdictions subsequently corrected the reporting
errors.
12.

We discussed the procedures for systematic exclusion of charter, school bus, and other ineligible vehicle
miles fiom the calculation of VRM with the Authority's staff and noted, based on our discussion, that
management represented the stated procedures are followed (2011 Reporting Manual - Exhibit 24,
Procedure I).

13.

For actual VRM data, we read the documented collection and recording methodology to determine whether
deadhead miles are systematically excluded fiom the computation. The Authority uses vehicle logs to
compute VRM data, and as such, we haphazardly selected samples of vehicle logs and recalculated VRM
for the selected trip, excluding deadhead mileage (2011Reporting Manual - Exhibit 24, Procedure m).
During our testing, we noted Calabasas Demand Response; Cerritos Motor Bus; LACDPW - Avocado
Heights; and LACDPW - Willowbrook Demand Response calculated the VRM incorrectly. The
jurisdictions subsequently corrected the errors.
During our testing, we noted the followings jurisdictions had a net understatement of 16 VRM due to
inaccurate calculations, data input, or formula errors: Maywood Demand Response; Pasadena Motor Bus;
Pomona Valley Transportation Authority Demand Response; and Santa Fe Springs Demand Response.
There errors were not subsequently corrected by the jurisdictions.

14.

We did not compare Operating Expenses (OE) with audited financial data for the individual jurisdictions
as they did not have audited financial data available (2011Reporting Manual - Exhibit 24, Procedure t).

15.

We inquired with contract service providers' personnel responsible for reporting NTD data regarding the
amount of purchased transportation (PT) generated fare revenues and agreed the total fare revenues to the

9
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amount reported on the Contractual Relationship Form (B-30) (2011 Reporting Manual
Procedure u).

-

Exhibit 24,

During our testing, we noted data errors for the following jurisdictions due to inaccurate calculations or
data input errors, which were subsequently corrected by the respective jurisdiction: Agoura Hills Demand
Response; Bell Gardens Demand Response and Motor Bus; Burbank Motor Bus; Calabasas Demand
Response and Motor Bus; Carson Motor Bus Circuit; Compton Motor Bus; LACDPW - Avocado Heights
Motor Bus; and Pasadena Motor Bus.
16.

We inquired of Authority personnel responsible for reporting NTD data regarding Purchased
Transportation (PT) services. Authority personnel stated that the Authority's NTD report contains data for
the PT services and that independent auditor statements for PT data were not obtained for PT. We also
agreed the expenditures reported by the Authority during the fiscal year ended June 30, 2011 to invoices
provided by the aforementioned transit agencies for purchased transportation services for services (2011
Reporting Manual -Exhibit 24, Procedure v).
During our testing, we noted that the total PT expenses for fiscal year 201 1 were initially both overstated
and understated due to clerical and transcription errors, but were subsequently corrected, for the following
jurisdictions: Agoura Hills Demand Response; Bellflower Demand Response and Motor Bus; Bell Gardens
Motor Bus; Beverly Hills Demand Response Taxi; Calabasas Motor Bus; Carson Demand Response Taxi;
Cerritos Demand Response; Compton Motor Bus; Downey Demand Response and Motor Bus; Glendora
Demand Response; Huntington Park Motor Bus; LACDPW - Avocado Heights Motor Bus; Lawndale
Motor Bus; Lynwood Motor Bus; Palos Verdes Peninsula Transit Authority Motor Bus; Pasadena Demand
Response and Motor Bus; Rosemead Demand Response and Motor Bus; South Gate Motor Bus; West
Covina Demand Response; and West Hollywood Demand Reponse and Motor Bus.

17.

We obtained copies of all of the PT contracts to determine whether the contracts 1) specify the specific
mass transportation services to be provided; 2) specify the monetary consideration obligated to by the
Authority contracting for the service; 3) specify the period covered by the contract and that the period is
the same as, or a portion of, the period covered by the NTD report; and 4) are signed by a representative of
both parties to the contracts. We interviewed the person responsible for maintaining the NTD data
regarding the retention of the executed contract and reviewed executed contracts to determine whether
copies of the contracts are retained for three years (2011Reporting Manual -Exhibit 24, Procedure w).
During our testing, we noted that there were no executed contracts between the contractors and Maywood
Demand Response for the fiscal year ended June 30,201 1.

18.

Based on discussions with Authority personnel, we were informed that the Authority provides services in
urbanized areas only, and accordingly, it is not necessary for the Authority to perform an allocation
between urbanized and nonurbanized areas (2011Reporting Manual - Exhibit 24, Procedure x).

19.

We compared VRM, PMT, and OE data reported on the FFAD work sheets prepared by the Authority to
comparable data for the prior report year and calculated the percentage change from the prior year to the
current year. We inquired of Authority personnel of changes in VRM, PMT, or OE, as compared to the
prior year data, for changes that exceeded +I- 10%. We interviewed Authority personnel regarding the
10
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specifics of operations that led to the increases or decreases in the data relative to the prior reporting period
and documented the results of our inquiries (2011 Reporting Manual - Exhibit 24, Procedure y). The
following errors were noted when we performed the procedure:
During our testwork, we noted Azusa Demand Response inappropriately included a "reserve" amount of
approximately $130,000 in their calculation of OEs. The city subsequently corrected the error.
During our review, we noted that Beverly Hills Demand Response Taxi underreported "Other Costs" by
$23,182 within OEs; therefore, OE was underreported by this same amount as a result of data input errors.
The city subsequently corrected the error.

20.

The following 201 1 Reporting Manual, Exhibit 24 procedures were not applicable to the contract service
providers and, therefore, were not performed:
Reporting Manual Section 9 Data Certification Procedures "n," "o," "p," "q," "r," and "s."

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
OPERATIONS AGENCY

Year ended June 30,201 1
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KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

Report on Internal Control Over Financial Reporting and on
Compliance with the California Code of Regulations (Section 6667) and Other
Matters Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited the basic financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Los Angeles County Metropolitan
Transportation Authority (LACMTA) as of and for the year ended June 30, 201 1, which collectively
comprise LACMTA's basic financial statements and have issued our report thereon dated December 29,
201 1. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting
Management of LACMTA is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered LACMTA's internal control over
fmancial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the fmancial statements, but not for the purpose of expressing an opinion on the effectiveness
of LACMTA's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of LACMTA's internal control over financial reporting.
A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the nonnal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.
Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
$KWG internationail a Swiss entity.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether LACMTA's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, including applicable provisions of the Transportation Development Act,
including Public Utility Code Section 99245 as enacted and amended by statute through June 30,201 1, and
the allocation instructions and resolutions of the Los Angeles Country Metropolitan Transportation
Planning Agency as required by Section 6667 of the California Government Code, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

50% Expenditure Limitation Schedule
We have audited the basic financial statements of LACMTA as of and for the year ended June 30, 201 1,
and we have issued out report thereon dated December 29,201 1. Our audit was performed for the purpose
of forming an opinion on the basic financial statements taken as a whole. The accompanying 50%
expenditure limitation schedule is presented for the purpose of additional analysis and is not a required part
of the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.
This report is intended solely for the information and use of management, the LACMTA Board of
Directors, and the State Controller's Office, and is not intended to be and should not be used by anyone
other than these specified parties.

December 29,20 11

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
OPERATIONS AGENCY
50% Expenditure Limitation Schedule
Fiscal year ended June 30,201 1
(Amounts expressed in thousands)
Total operating cost
Total capital requirements
Total debt service
Total of lines 1,2, and 3
Less federal grant received
Less State Transit Assistance (STA) funds received
Total of lines 5 and 6
Total of line 4 less line 7

1,930,057

50% of line 8
Total permissible Local Transportation Fund expenditures
See accompanying report on internal control over fmancial reporting and on compliance with the California
Code of Regulations (Section 6667) and other matters based on an audit of financial statements
performed in accordance with Government Auditing Standards.

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT & PROP 1B
PTMISEA PLANNING AGENCY

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Year ended June 30,201 1
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KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

Report on Internal Control over Financial Reporting and on
Compliance with California Code of Regulations (Sections 6640-6662) and
Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited the basic financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Los Angeles County Metropolitan
Transportation Authority (LACMTA) as of and for the year ended June 30, 201 1, which collectively
comprise LACMTAYsbasic financial statements and have issued our report thereon dated December 29,
201 1. These financial statements include LACMTA's Transportation Development Special Revenue Fund
(TDA Fund) which was audited as a major governmental fund, and the Public Transportation
Modernization Improvement and Service Enhancement Account (PTMISEA Fund), which was included
within the aggregate remaining fund information. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control over Financial Reporting
Management of LACMTA is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered LACMTAysinternal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of LACMTA's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of LACMTA's internal control over financial reporting.
A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.
Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(XPMG International"), a Swiss entity.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether LACMTAYsfinancial statements, which include
the TDA Fund and PTMISEA Fund, are fiee of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, including
applicable provisions of the California Government Code (Sections 6640-6662), noncompliance with
which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under GovernmentAuditing Standards.

Schedule of Revenues, Expenditures, and Changes in Fund Balances
We have audited the basic financial statements of LACMTA as of and for the year ended June 30,2011,
and we have issued our report thereon dated December 29,20 11. Our audit was performed for the purpose
of forming an opinion on the basic financial statements taken as a whole. The accompanying schedule of
revenues, expenditures, and changes in find balances is presented for the purpose of additional analysis
and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of basic financial statements and, in our opinion, is fairly stated, in
all material respects, in relation to the basic financial statements taken as a whole.
This report is intended solely for the information and use of management, the LACMTA Board of
Directors, and the State Controller's Office, and is not intended to be and should not be used by anyone
other than these specified parties.

December 29,20 11

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATIONAUTHORITY
TRANSPORTATIONDEVELOPMENT ACT & PROP 1B
PTMISEA PLANNING AGENCY

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Year ended June 30,201 1

Planning

Transportation development act
Administration
Total

PTMISEA

Revenues:
Local grants and contracts
Investment income
Net decline in fair value
of investment
Total revenues
Expenditures
Total expenditures
Excess of revenues
over expenditures
Other financing uses:
Transfers out
Total other financing uses
Net change in fund balances
Fund balances - beginning of year
Fund balances - end of year
See notes to schedule of revenues, expenditures, and changes in hnd balances and report on internal control over
financial reporting and on compliance with the California Code of Regulations (Sections 6640-6662) and other matters
based on an audit of financial statements performed in accordance with GovernmentAuditing Standards.

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT & PROP 1B
PTMISEA PLANNING AGENCY
Notes to Schedule of Revenues, Expenditures, and Changes in Fund Balances
Year ended June 30,201 1

(1)

Transportation Planning Agency
The Los Angeles County Metropolitan Transportation Authority (LACMTA) is the regional transportation
planning agency responsible for long-range transportation planning and designated under the provisions of
Section 65080 of the California Government Code (the Code) to prepare and adopt the Regional
Transportation Plan and the Regional Transportation Improvement Program directed at the achievement of
a coordinated and balanced regional transportation system for the counties in its jurisdiction. LACMTA is
also the administrator of the Local Transportation Fund (LTF) under provisions of Section 9532 of the
Code.
The LTF was created by the Transportation Development Act (TDA) to fund transit projects in each
county within California. Revenues for the LTF are derived fiom retail sales taxes collected statewide by
the State Board of Equalization and returned to individual counties according to the amount collected
within that county. Los Angeles County receipts are deposited in the Los Angeles County Treasurer's
Office. LACMTA, as administrator of the LTF, is authorized to distribute funds fiom the Treasurer's
Office to claimants for transit projects that are in accordance with the Code.

Basis of Accounting
The TDA Fund uses the modified accrual basis of accounting as required by generally accepted accounting
principles. Under this basis of accounting, revenues are recognized when they become measurable and
available, and expenditures are recognized when the related fund liability is incurred.

(2)

Prop 1B PTMISEA
PTMISEA (Public Transportation Modernization, Improvement and Service Enhancement Account) Fund
is a part of the Highway Safety, Traffic Reduction, Air Quality, and Port Security Bond Act of 2006 (Bond
Act), approved by the voters as Proposition 1B on November 7,2006. A total of $4 billion is deposited to
the PTMISEA, $3.6 billion of which is made available to project sponsors in California for allocation to
eligible public transportation projects over a 10-year period. The fund is to be distributed by formula,
based on population and fare box revenue to transit operators. This fund is intended to protect the
environment and public health, conserve energy, reduce congestion, and provide alternative mobility and
access choices for Californians.

Basis of Accounting
The PTMISEA Fund uses the modified accrual basis of accounting as required by generally accepted
accounting principles. Under this basis of accounting, revenues are recognized when they become
measurable and available, and expenditures are recognized when the related fund liability is incurred.

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND

Basic Financial Statements
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KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

Independent Auditors' Report

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited the accompanying basic financial statements of the State Transit Assistance Fund
(the Fund), a special revenue h d of the Los Angeles County Metropolitan Transportation Authority, as of
and for the years ended June 30, 2011 and 2010, as listed in the table of contents. These financial
statements are the responsibility of the Los Angeles County Metropolitan Transportation Authority's
management. Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Fund's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
As discussed in note 1 to the financial statements the financial statements present only the State Transit
Assistance Fund and do not purport to, and do not, present fairly the financial position of the Los Angeles
County Metropolitan Transportation Authority as of June 30, 2011 and 2010, and the changes in its
financial position for the years then ended in conformity with U.S. generally accepted accounting
principles.
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the State Transit Assistance Fund as of June 30,201 1 and 2010, and the changes in its
financial position for the years then ended in conformity with U.S. generally accepted accounting
principles.
The Fund has not presented management's discussion and analysis that U.S. generally accepted accounting
principles requires to supplement, although not to be a part of, the basic financial statements.
Our audit was conducted for the purpose of fonning an opinion on the State Transit Assistance Fund basic
financial statements. The supplemental information on pages 7 through 9 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The supplemental
information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on it.

KPr"(Ck
December 29,20 11

KPMG LLP 1s a Delaware limited llablllty partnersh~p,
the U S member firm of KPMG International Cooperatwe
("KPMG International"), a Swlss entiiy

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Balance Sheets
June 30,2011 and 2010
(Amounts expressed in thousands)

Assets:
Cash and cash equivalents
Interest receivable
Due fkom other funds
Total assets
Fund balance:
Restricted
Total fund balances
See accompanying notes to the basic financial statements.

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Statements of Revenues, Expenditures, and Changes in Fund Balances
Years ended June 30,20 11 and 20 10
(Amounts expressed in thousands)

Revenues:
Sales tax
Investment income
Total revenues
Expenditures:
Transportation subsidies
Operating subsidies to the Los Angeles County Metropolitan
Transportation Authority
Total expenditures
Net changes in fund balances
Fund balances - beginning of the year
Fund balances - end of year
See accompanying notes to the basic financial statements.

19,038

3,504

100,012

1,052

119,050

4,556

(118,225)

113,777

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Notes to Basic Financial Statements
June 30,201 1 and 2010
(Amounts expressed in thousands)

(1)

Summary of Significant Accounting Policies
(a)

General Description
The Los Angeles County Metropolitan Transportation Authority's State Transit Assistance Special
Revenue Fund (the STA Fund) was created in accordance with the provisions of the Transportation
Development Act (the Act) as administered by the Department of Transportation of the State of
California (the State). Sales tax revenues of the STA Fund represent an allocation of retail sales tax
on gasoline and diesel fuel collected by the State Board of Equalization in the State of California.
Expenditures fi-om the STA Fund are made by Los Angeles County (the County) in accordance with
written instructions issued by the Los Angeles County Metropolitan Transportation Authority
(LACMTA) under the terms of the Act.

(71)

Basis of Accounting
The STA Fund is reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as they become both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, LACMTA considers
revenues to be available if they are collected within 90 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred and a valid claim is presented.
Transportation subsidies are recorded when all of the eligibility requirements have been met,
including the receipt of the reimbursement request.

(c)

Fund Accounting
LACMTA utilizes fund accounting to report its financial position and the results of its operations.
Fund accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain governmental functions or activities. The STA Fund is
considered a governmental fund. The measurement focus is the determination of changes in financial
position, rather than net income determination. Additionally, the STA Fund is considered a special
revenue governmental fund. Special revenue funds are used to account for proceeds of specific
revenue sources including sales tax that are legally restricted to expenditures for specified purposes.

In fiscal year 20 11, LACMTA implemented GASB Statement No. 54 - "Fund Balance Reporting
and Governmental Fund Type DeJnitions." This Statement establishes fund balance classifications
that comprise a hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed upon the use of the resources reported in governmental funds. As a result of
implementing this new GASB standard, STA fund balances were classified as restricted as they can
only be spent in accordance with the provisions of the Transportation Development Act. The prior
year fund balance was reclassified to restricted to conform to the current year presentation.

(Continued)

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Notes to Basic Financial Statements
June 30,201 1 and 2010
(Amounts expressed in thousands)

(d)

Financial Statement Presentation
The accompanying financial statements present only the STA Fund and do not purport to, and do
not, present fairly the financial position of the Los Angeles County Metropolitan Transportation
Authority as of June 30,201 1 and 2010, the changes in its financial position, or, where applicable, its
cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

(e)

Cash and Cash Equivalents
The STA Fund's cash and cash equivalents include investments in the Los Angeles County
Investment Pool (LACIP) and are reported at fair value, which is the quoted market price. The STA
Fund is an involuntary participant in the LACIP.

(2)

Cash and Cash Equivalents
Cash balances of the STA Fund are pooled with other County funds and invested by the Los Angeles
County Treasurer (the Treasurer). These funds are subject to withdrawal from the Treasurer's pool upon
demand.
STA Fund's pooled cash and deposits with the LACIP amounted to $5,373 at June 30,2011 and $142,198
at June 30,2010. The County Board of Supervisors provides regulatory oversight for the LACIP. The fair
value of the position in the investment pool is the same as the value of the pool. The investment pool is not
rated for purposes of evaluating credit risk as of June 30,201 1 and 2010.
Detailed information concerning the County's pooled cash and investments can be found in the County of
Los Angeles Comprehensive Annual Financial Report (CAFR). A copy of the County's CAFR can be
obtained by writing to the Los Angeles County Auditor-Controller, 500 West Temple Street, Room 525,
Los Angeles, California 90012-2766.

(3)

Due tolfrom Other Funds
Due to or fiom other funds represent payables owed to or receivables from a particular LACMTA fund for
temporary loans, advances, goods delivered, or services rendered. As of June 30,201 1 and 2010, the STA
Fund had a receivable from LACMTA's Enterprise Fund amounting to $44,331 and $25,640, respectively.

(Continued)

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Notes to Basic Financial Statements
June 30,201 1 and 2010
(Amounts expressed in thousands)

Transfers represent permanent, legally authorized transfers from a fund receiving revenue to the fund
through which resources are to be expended. These transfers, accounted for as Operating Subsidies to
LACMTA, represent operating subsidies given out from one fund to another fund. For the years ended
June 30, 201 1 and 2010, the STA Fund transferred $100,012 and $1,052, respectively, to LACMTAYs
Enterprise Fund for transit related projects funded by STA sales tax revenues.

(4)

Sales Tax Revenue
Sales tax revenues represent amounts from the allocation of retail sales tax on gasoline and diesel fuel
collected by the State Board of Equalization in the State of California. There was no State Transit
Assistance sales tax allocated by the State in fiscal year 201 1 due to the State's cash constraints.

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
June 30,201 1
(Amounts expressed in thousands)

Original budget
Revenues:
Investment income
Total revenues
Expenditures:
Transportation subsidies
Operating subsidies to the Los Angeles County
Metropolitan Transportation Authority
Total expenditures
Net changes in h d balances
Fund balances - beginning of the year
Fund balances - end of year
See accompanying independent auditors' report

Final budget

Actual

Variance with
fmal budget

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Supplemental Scheduleof Allocations
June 30,2011 and 2010
(Amounts expressed in thousands)
Operating
6730(a)

PUC code
Jurisdiction:
Arcadia
Clamont
Commerce
Culver City
Foothill Transit
Gardena
La Mirada
Long Beach
LACMTA
Montebello
Norwalk
Redondo Beach
Santa Monica
Torrance
Total STA fund allocations
See accompanying independent auditors' report

$

$

47
22
42
815
3,825
835
24
3,699
47,043
526
91
3,224
1,009
61,202

Capital
6730@)

Rail
6730(c)

2011
Total

2010
Total

KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

Independent Auditors' Report on Compliance

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited, in accordance with auditing standards generally accepted in the United States of
America, the financial statements of the State Transit Assistance Fund (the Fund), a special revenue h d
of the Los Angeles County Metropolitan Transportation Authority (LACMTA), as of and for the year
ended June 30,20 11.

In connection with our audit, we noted an instance of noncompliance that is required to be reported under
certain provisions of the California Code of Regulations Section 6751 and which is described in the
accompanying schedule of findings and responses as Finding #11-01. However, our audit was not directed
primarily toward obtaining knowledge of such noncompliance.
LACMTA's response to the finding identified in our audit is described in the accompanying schedule of
findings and responses. We did not audit LACMTA's response, and accordingly, we express no opinion on
it.
This report is intended solely for the information and use of management, Los Angeles County
Metropolitan Transportation Authority's board of directors, others within the entity, and regulatory
agencies, and is not intended to be and should not be used by anyone other than these specified parties.

December 29,20 11

KPMG LLP IS a Delaware l e d Iiab~l~typartnersh~p,
the U S member fin of KPMG lntematlonal Coop%mtIve
(XPMG Internabonal), a S w s enbty

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Schedule of Findings and Responses
Year ended June 30,201 1

Finding #ll-01-Reallocation of Ineligible Reserved Funds
Criteria

Public Utilities Code 99314.6 - Funds withheld from allocation to an operator due to ineligibility shall be
retained by the transportation planning agency, for reallocation to that operator for two years following the year
of ineligibility. In a year in which an operator's funds are allocated pursuant to eligibility requirements, funds
withheld from allocation during a preceding year shall also be allocated. Funds not allocated before the
commencement of the third year following the year of ineligibility shall be reallocated to cost effective high
propriety regional transit activities, as determined by the transportation planning agency, as the case may be. If
that agency determines that no cost effective high priority regional transit activity exists, the unallocated h d s
shall revert to the Controller for reallocation.
Condition and Context
During our procedures performed over the compliance with Section 6750 of the Transportation Development Act
(the Act) Statutes and California Codes of Regulations, we noted that for 1 of the 14 operators selected for
testing, LACMTA retained the funds for reallocation to the ineligible operator for more than the allotted
three-year restriction. LACMTA inappropriately allowed the operator, once eligible, to submit a claim in the
amount of $50,768 for the reserved allocation, more than two years aRer the funds were required to be
reallocated to a cost-effective high proprietary regional transit activity or remitted to the Controller for
reallocation.

Cause
LACMTA staff has been working with the city/operator in question prior to the end of the three-year eligibility
requirement; however, extenuating circumstances including illness of key city staff and subsequent work with
city consultant caused delay in submitting STA claim. This issue was repeatedly brought to the city's attention.
In addition, the Bus Operations Subcommittee addressed this issue by encouraging the city to quickly submit
necessary STA claims. The city has submitted numerous incorrect claims for processing that were rejected by
LACMTA staff because they were improperly prepared. At this point all funds are reserved for future capital
expenditure as allowed by STA regulations. LACMTA staff acknowledges that leniency in applying the lapsing
policy contributed to violation of the above regulations.

Effect or Potential Eflect
Noncompliance with the Act may result in potential rescission of transit fund allocations.

Recommendation
We recommend that management review and properly ensure the reallocation of reserved funds for ineligible
operators before the commencement of the third year following the year of ineligibility.
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Schedule of Findings and Responses
Year ended June 30,201 1

View of Responsible OJjicials
Funds were reallocated to the City of Commerce under special circumstances. City of Commerce is the only
agency that has demonstrated significant problems with reserving STA funds. Staff will enforce audit
recommendation.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)

Basic Financial Statements
June 30,201 1 and 2010
(With Independent Auditors' Report Thereon)
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KPMG LLP
Suite 2000
355 South Grand Avenue
Los Angeles, CA 90071-1568

Independent Auditors' Report

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited the accompanying basic financial statements of the governmental activities and major
fund of the Service Authority for Freeway Emergencies (SAFE), as of and for the years ended June 30,
201 1 and 2010, as listed in the table of contents. These financial statements are the responsibility of the
SAFE'S management. Our responsibility is to express opinions on these financial statements based on our
audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of SAFE'S internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinions.
As discussed in note 1 to the financial statements, the financial statements present only the Service
Authority for Freeway Emergencies and do not purport to, and do not, present fairly the financial position
of the Los Angeles County Metropolitan Transportation Authority as of June 30, 201 1 and 2010, or the
changes in financial position, or, where applicable, the cash flows thereof for the years then ended in
conformity with U.S. generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and major fund of the Service Authority for
Freeway Emergencies, as of June 30, 201 1 and 2010, and the respective changes in financial position for
the years then ended, in confonnity with U.S. generally accepted accounting principles.
As discussed in note 3 in the notes to the financial statements, SAFE adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance Reporting and
GovernmentalFund Type Definitions, effective July 1,2010.
The management's discussion and analysis on pages 3 through 5 is not a required part of the basic financial
statements but is supplementary information required by U.S. generally accepted accounting principles.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

KPMG LLP IS a Delaware lhmlted llabtlity partnership.
the U S member firm of KPMG Internattonal Cooperative
("KPMG International"), a Swiss entlty

Our audits were conducted for the purpose of forming opinions on the basic financial statements that
collectively comprise SAFE'S financial statements. The other supplementary information as identified in
the table of contents is presented for purposes of additional analysis and is not a required part of the basic
financial statements. The other supplementary information has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we express no opinion on
it.

~(PMG
December 29,20 11

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan TransportationAuthority)
Management's Discussion and Analysis
June 30,2011 and 2010
(Amounts expressed in thousands)

Management's discussion and analysis of the financial performance of Service Authority for Freeway
Emergencies (SAFE) presents an overview of SAFE'S financial activities during the fiscal years ended June 30,
2011 and 2010. Management encourages readers to consider information presented here in conjunction with the
financial statements (beginning on page 6). The financial statements, notes to the financial statements, and this
discussion and analysis were prepared by management and are the responsibility of management.

Financial Highlights
Fiscal year 201 1 net assets decreased by $29 or 0.08% compared to fiscal year 2010 primarily due to a
decline in revenue associated with short-term investments.
Total revenues are comprised of licenses and fines and investment earnings. The decline in investment
earnings in fiscal years 2011 and 2010 was due to lower returns caused by fluctuations in market
valuations of short-term investments.
Expenses decreased by $1,972 in fiscal year 2011 and $72 in fiscal year 2010. The decrease in
expenditures are due primarily to a large decline in upfront development costs of the 511 system in fiscal
year 2010. This system provides Metro Freeway Service Patrol (FSP) fleet monitoring services, and offers
comprehensive traveler information services via Web and phone (511).

Overview of Financial Statements
This management's discussion and analysis serves as an introduction to SAFE'S basic financial statements.
SAFE'S basic financial statements comprise three components: (1) the agency-wide financial statements; (2) the
fund financial statements; and (3) the notes to the financial statements. This report also contains other
supplemental information in addition to the basic financial statements.
Agency-wide financial statements provide a broad overview of SAFE'S finances in a manner similar to private
sector entities. The agency-wide statements consist of: (1) the statements of net assets, which present information
on all of SAFE'S assets and liabilities with the difference between the two being reported as net assets and (2) the
statements of activities, which depict the changes in net assets during the year. Trends of increasing or decreasing
net assets may serve as a useful indicator of financial health.
Fund financial statements represent the near term inflows, outflows, and balances of spendable resources. The
basic fund financial statements consist of: (1) the balance sheets, which present SAFE'S assets and liabilities. The
difference between the assets and liabilities are reported as fund balance; and (2) the statements of revenues,
expenditures, and changes in fund balances for the fiscal years. This report presents the underlying events or
activities of the fund that affected the balance sheets.
The notes to the basic financial statements are various disclosures that accompany the agency-wide and fund
financial statements in order to provide a full understanding of SAFE'S finances.

3

(Continued)

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Management's Discussion and Analysis
June 30,201 1 and 2010
(Amounts expressed in thousands)

Analytical Overview
The table below is a summary of the statement of net assets for fiscal years 20 1l,20 10, and 2009:

2011
Cment assets
Current liabilities
Restricted net assets

Changes in net assets
Governmental activities
2010

2009

$

35,564
1,821

36,795
3,023

36,502
1,276

$

33,743

33,772

35,226

Current assets decreased by $1,231 or 3.35% in fiscal year 201 1 mainly due to decrease in cash and cash
equivalents associated with the decline in revenue related to valuation of short-term investments. In fiscal year
2010, current assets increased by $293 or 0.8%, primarily due to an increase in cash as a result of collection of
interest receivables and the timing of payment of program expenditures at year-end.
Current liabilities decreased by $1,202 or 39.76% in fiscal year 2011 primarily due to a decrease in program
expenditures. In fiscal year 2010 current liabilities increased by $1,747 or 136.91%, due to the timing of
payments of program expenditures at year-end.

(Continued)

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Management's Discussion and Analysis
June 30,201 1 and 20 10
(Amounts expressed in thousands)

The following table is a summary of the statement of activities for the years ended June 30, 201 1, 2010, and
2009:

Summary statement of activities
Governmental activities
2011

2010

2009

General revenues:
Licenses and fines
Investment and other earnings
Total revenues
Program expenses:
Congestion relief operations
Operating subsidies to the Los Angeles County
Metropolitan Transportation Authority
Depreciation
Total expenses
Change in net assets

Factors Impacting Future Periods
In fiscal year 201 1, SAFE will continue to operate and manage the call box system (fixed roadside units and
mobile #399). However, it is anticipated that in future years the fured roadside call box system will be
restructured and the number of roadside call boxes will decrease. In addition, SAFE will continue with the
operation and expansion of the Southern California 5 11 program and will also continue providing funding to the
Metro Freeway Service Patrol program. Additional support is also being provided for the Metro Express Lanes
project and modifications to Southern California 5 11 to support Express Lanes operations.

Further Information
This report has been designed to provide all interested parties with a general overview of SAFE'S f m c i a l
condition and related issues. Inquiries should be directed to the Accounting Department, One Gateway Plaza,
Mail Stop 99-20-7, Los Angeles, CA 90012-2952.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Statements of Net Assets
June 30,201 1 and 2010
(Amounts expressed in thousands)

Governmental activities
2011
2010
Assets:
Cash and cash equivalents
Interest receivable
Intergovernmental receivable
Total assets
Liabilities:
Accounts payable and accrued expenses
Total liabilities
Net assets:
Restricted
Total net assets
See accompanying notes to the basic financial statements.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Statements of Activities
Years ended June 30,20 11 and 20 10
(Amounts expressed in thousands)
Governmental activities
2011
2010
Program expenses:
Transit operations:
Congestion relief operations
Operating subsidies to the Los Angeles County
Metropolitan Transportation Authority
Total program expenses
General revenue:
Licenses and fines
Investment and other earnings
Total general revenue
Change in net assets
Net assets - beginning of the year
Net assets - end of year
See accompanying notes to the basic financial statements.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Balance Sheets
June 30,201 1 and 20 10
(Amounts expressed in thousands)

Assets:
Cash and cash equivalents
Interest receivable
Intergovernmental receivable
Total assets
Liabilities:
Accounts payable
Total liabilities
Fund balances:
Restricted
Total fund balances
Total liabilities and h d balances
See accompanying notes to the basic financial statements.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Statement of Revenues, Expenditures, and Changes in Fund Balances
Years ended June 30,20 11 and 20 10
(Amounts expressed in thousands)

Revenues:
Licenses and fines
Investment income
Net appreciation in fair value of investments
Other
Total general revenue
Expenditures:
Transit operations:
Administration and other transportation projects
Operating subsidies to the Los Angeles County
Metropolitan Transportation Authority
Total expenditures
Net change in fbnd balances
Fund balances - beginning of year
Fund balances - end of year
See accompanying notes to the basic financial statements.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Notes to Financial Statements
June 30,2011 and 2010
(Amounts expressed in thousands)

(1)

Summary of Significant Accounting Policies

(a)

Reporting Entity
The Service Authority for Freeway Emergencies (SAFE) was created in February 1988 pursuant to
California Streets and Highway Code Section 2550 et seq., and is responsible for the operation,
maintenance, and administration of the Los Angeles County Kenneth Hahn Call Box system. Under
the authority of the above section, the Los Angeles County Metropolitan Transportation Authority
(LACMTA) is the designated SAFE for Los Angeles County.
As LACMTA7sboard is SAFE'S board, SAFE is a component unit of LACMTA and is included in
LACMTA7sfinancial statements as a blended component unit.

)

Operations
SAFE is responsible for the implementation, maintenance, operation, and administration of motorist
aid on the network of fieeways, highways, and unincorporated county roads within Los Angeles
County. SAFE operates and maintains approximately 2,700 call boxes along 436 miles of ffeeways,
state highways, and selected county roads in Los Angeles County.

(c)

Agency-wide Financial Statements
SAFE'S financial statements, prepared in accordance with Governmental Accounting Standards
Board (GASB) Statement No. 34, Basic Financial Statements and Management's Discussion and
Analysis for State and Local Governments, consist of agency-wide statements, including a statement
of net assets and a statement of activities, and fund financial statements, which provide a more
detailed level of financial information.
The agency-wide financial statements report information on all of the nonfiduciary activities of
SAFE.
The statement of activities demonstrates the degree to which the direct expenses, including
centralized expenses of a given function or segment, are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. SAFE has no program
revenues. Licenses and fines and investment earnings not considered program revenues are reported
as general revenues.

(d)

Fund Accounting
SAFE utilizes fund accounting to report its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain governmental functions or activities. A fund is a separate
accounting entity with a self-balancing set of accounts. Funds are classified into three categories:
governmental, proprietary, and fiduciary.
(Continued)

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Notes to Financial Statements
June 30,2011 and 2010
(Amounts expressed in thousands)

Governmental funds are used to account for SAFE'S activities. The measurement focus is a
determination of changes in financial position, rather than net income determination. Additionally,
SAFE fund is considered a special revenue governmental fund. Special revenue funds are used to
account for specific revenue sources that are legally restricted to expenditures for specific purposes.
Revenues are recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, SAFE considers revenues to be available if they are
collected within 90 days of the end of the current fiscal period. Expenditures generally are recorded
when a liability is incurred and a valid claim is presented.

(e)

Financial Statement Presentation
The accompanying financial statements present only the SAFE fund and do not purport to, and do
not, present fairly the financial position of the Los Angeles County Metropolitan Transportation
Authority as of June 30,201 1 and 2010, the changes in its financial position, or, where applicable, its
cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

fl

Fund Balances
SAFE implemented GASB Statement No. 54, Fund Balance Reporting and Governmental Fund
Type DeJnitions, effective July 1, 2010. This Statement establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed upon the use of the resources reported in governmental funds. The prior year
fund balance was reclassified to restricted to conform to the current year presentation.
As of June 30,201 1, SAFE classified its governmental h d balances as restricted h d balances.

Restricted fund balances are amounts that can be spent only for specific purposes stipulated by
enabling legislation, by the grants, creditors, or by regulations of other government.
(g)

Budgetary Accounting
Enabling legislation and adopted policies and procedures provide that the SAFE Board of Directors
(the Board) approve an annual budget. The Board of Directors conducts a public hearing for
discussion of the proposed annual budget prior to adoption of the final budget. Unexpended
appropriations lapse at year-end. The legal level of control is at the fund level, and expenses may not
exceed total appropriations without Board approval. By policy, the Board has provided procedures
for management to make revisions within operational or project budgets when there is no net dollar
impact to total appropriations.

(h)

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, demand deposits, and short-term investments with
original maturities of 90 days or less at the date of acquisition. LACMTA manages SAFE'S
11
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Notes to Financial Statements
June 30,2011 and 2010
(Amounts expressed in thousands)

unrestricted cash and short-term investments and allocates SAFE'S share in the interest income
earned and expenses incurred as a result of investing SAFE'S fund.

(2)

Cash and Cash Equivalents
As of June 30,201 1 and 2010, the following are SAFE'S cash deposits and investments:

Cash deposits and investments:
Cash deposits
Los Angeles County Pool Investment Pool
Total fair value

(3)

Fund Balance
With the implementation of GASB Statement No. 54 - Fund Balance Reporting and Governmental Fund
Type Defnitions, SAFE'S fund balances were classified as restricted as they can only be used in
accordance with the provisions of the California Streets and Highway Code Section 2550 et seq by which
the fund was created. SAFE'S fund balance as of June 30, 201 1 includes $4,714 reserved for contractual
commitments that have not been claimed or disbursed.

(4)

Significant Commitments
SAFE has entered into a Memorandum of Understanding (MOU) with Public Transportation Services
Corporation (PTSC), a blended component unit of LACMTA, for PTSC to provide cost reimbursable
administrative support services to SAFE. The MOU will remain in effect until terminated by either party
with a minimum of sixty (60) days written notice.

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan TransportationAuthority)

Statements of Revenues, Expenditures, and Changes in Fund Balances -Budget and Actual
June 30,2011 and 2010
(Amounts expressed in thousands)
2011
Original and
final budget

Actual

2010
Variance with
final budget

Original budget

Final budget

Actual

Variance with
final budget

Revenues:
Licenses and fines
Investment income
Net appreciation in fair value of investments
Other
Total general revenue
Expenditures:
Transit operations:
Administration and other transportation projects
Operating subsidies to the Los Angeles County
Metropolitan TransportationAuthority
Total expenditures
Net changes in fund balances
Fund balances -beginning of the year
Fund balances -end of year
See accompanying independent auditors' report.

$

33,772
28,625

33,772
33,743

5,118

35,226
26,251

35,226
28,25 1

35,226
33,772

-

5,521

KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618-3391

February 24,20 12

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California
Ladies and Gentlemen:
We have audited the financial statements of the governmental activities, business-type activities,
each major fund, and the aggregate remaining fund information of the Los Angeles County
Metropolitan Transportation Authority (the Authority), which collectively comprise the basic
financial statements of the Authority as of and for the year ended June 30, 2011, and issued our
report thereon dated December 29,201 1. Our report included a reference to other auditors who
audited the defined benefit pension plan financial statements included in the Authority's basic
financial statements. We also audited the following entities (collectively referred to herein as
the Ancillary Entities) and issued separate reports for each entity as part of the Authority's
annual audit:
State Transit Assistance (STA)
Service Authority for Freeway Emergencies (SAFE)
Under our professional standards, we are providing you with the accompanying information
related to the conduct of our audits.
Our Responsibility under Professional Standards

We are responsible for forming and expressing an opinion about whether the basic financial
statements, which have been prepared by management with the oversight of the Board of
Directors (the Board), are presented fairly, in all material respects, in conformity with
U.S. generally accepted accounting principles. We have a responsibility to perform our audit of
the basic financial statements in accordance with professional standards. In carrying out this
responsibility, we planned and performed the audit to obtain reasonable assurance about whether
the basic financial statements are free of material misstatement, whether caused by error or
fraud. Because of the nature of audit evidence and the characteristics of fraud, we are to obtain
reasonable, not absolute, assurance that material misstatements are detected. We have no
responsibility to plan and perform the audit to obtain reasonable assurance that misstatements,
whether caused by error or fraud, that are not material to the basic financial statements are
detected. Our audits do not relieve management or the Board of their responsibilities.

In addition, in planning and performing our audit of the basic financial statements, we
considered internal control over financial reporting (internal control) as a basis for designing our

KPMG U P is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
CKPMG International"), a Swiss entity.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
February 24,2012
Page 2 of 4
auditing procedures for the purpose of expressing our opinion on the basic financial statements
but not for the purpose of expressing an opinion on the effectiveness of the Authority's internal
control. Accordingly, we do not express an opinion on the effectiveness of the Authority's
internal control.
We also have a responsibility to communicate significant matters related to the financial
statement audit that are, in our professional judgment, relevant to the responsibilities of the
Board in overseeing the financial reporting process. We are not required to design procedures for
the purpose of identifjmg other matters to communicate to you.
Other Information in Documents Containing Audited Financial Statements
Our responsibility for other information in documents containing the Authority's basic financial
statements and our auditors' report thereon does not extend beyond the financial information
identified in our auditors' report, and we have no obligation to perform any procedures to
corroborate other information contained in these documents. We have, however, read the other
information included in the Authority's basic financial statements, and no matters came to our
attention that cause us to believe that such information, or its manner of presentation, is
materially inconsistent with the information, or manner of its presentation, appearing in the basic
financial statements.
Accounting Practices and Alternative Treatments
Signzjkant Accounting Policies

The significant accounting policies used by the Authority are described in note I(B) through I@)
to the Authority's basic financial statements. As described in note I(G), in order to comply with
the requirements of U.S. generally accepted accounting principles, the Authority adopted
Government Auditing Standards Board (GASB) Statement No. 54, Fund Balance Reporting and
Governmental Fund Type DeJinitions, GASB Statement No. 62, Statement CodiJcation of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 and
AICPA Pronouncements, and GASB Statement No. 63, Financial Reporting of Deferred
OutJows of Resources, Deferred Inflows of Resources, and Net Position.
Qualitative Aspects of Accounting Practices

We have discussed with the Board and management our judgments about the quality, not just the
acceptability, of the Authority's accounting principles as applied in its financial reporting. The
discussions generally included such matters as the consistency of the Authority's accounting
policies and their application, and the understandability and completeness of the Authority's
basic financial statements and the financial statements of the Ancillary Entities, which include
related disclosures.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
February 24,2012
Page 3 of 4
Management Judgments and Accounting Estimates

The preparation of the basic financial statements and the financial statements of the Ancillary
Entities requires management of the Authority to make a number of estimates and assumptions
relating to the reported amounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the date of the basic financial statements and the reported amounts of revenues
and expenses during the reporting period.
Management's estimate of the allowance for doubtful accounts is based on an analysis of
past-due accounts and includes an analysis of the credit rating of the customer, the Authority's
historical experience with the customer, and other relevant factors to arrive at an overall
assessment of whether past-due accounts will be collected. Management's estimates for workers'
compensation, pension obligation, other postemployment obligations, and general liability are
based on historical data and other relevant factors to arrive at the actuarial determined estimated
liabilities. Management's estimate of pollution remediation obligations is based on historical
data over the cost of remediation activities. Management's estimate of derivative liabilities is
based on expected payments and changes in future interest rates. Additionally, management's
estimates for potential exposure related to lease-leaseback obligations are based on potential
contractual penalties and the likelihood of whether they will be incurred. We evaluated the key
factors and assumptions used to develop the estimates, including possible management bias in
developing the estimates, in determining that the estimates are reasonable in relation to the basic
financial statements taken as a whole.
Uncorrected Misstatements

In connection with our audit of the Authority's basic financial statements and the financial
statements of the Ancillary Entities, we have discussed with management certain financial
statement misstatements that have not been corrected in the Authority's and the Ancillary
Entities' books and records as of and for the year ended June 30,2011. We have reported such
misstatements to management on a Summary of Audit Differences and have received written
representations from management that management believes that the effects of the uncorrected
financial statement misstatements are immaterial, both individually and in the aggregate, to the
financial statements for each respective opinion unit or Ancillary Entity. Attached is a copy of
the summary that has been provided to, and discussed with, management.
Disagreements with Management

There were no disagreements with management on financial accounting and reporting matters
that, if not satisfactorily resolved, would have caused a modification of our auditors' reports on
the Authority's basic financial statements or the financial statements of the Ancillary Entities.
Management's Consultation with Other Accountants

To the best of our knowledge, management has not consulted with or obtained opinions, written
or oral, from other independent accountants during the year ended June 30,201 1.

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
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Significant Issues Discussed, or Subject to Correspondence, with Management

Major Issues Discussed with Management prior to Retention
We generally discuss a variety of matters with the Board and management each year prior to our
retention by the Board as the Authority's auditors. However, these discussions occurred in the
normal course of our professional relationship, and our responses were not a condition to our
retention.
Material Written Communications
Attached to this letter please find copies of the following material written communications
between management and us:
1. Management representation letter
2. Summary of uncorrected audit differences
3. Report on internal control over financial reporting and compliance and other matters based
on an audit performed in accordance with GovernmentAuditing Standards

Separate management representation letters were also obtained in conjunction with the audits of
the Ancillary Entities, which were consistent with the representations included in the
management representation letter attached. A copy of the engagement contract was also
provided to management prior to inception of the audit.

This letter to the Board is intended solely for the information and use of the Board and
management, and is not intended to be and should not be used by anyone other than these
specified parties.
Very truly yours,

A R e t p o p o B m T ~ ~

One Gateway Plaza
Los Angeles, CA 90012-2952

213.g22.2000 Tel

metro.net

KPMG LLP
Attention: Bhakti Pate1
355 South Orand Avenue
suite 2000
Los Angeles, CA 90071

Ladies and Gentlemen:
We are providmg tbis letter in connection with your audit of the financial statements of the Los
Anples County Metropolitaa Tmmpfktion Authority, as of and for the year ended June 30,
20 11,far the purpose of expressing opinions as to whether the financial statements present
fairly, in inmaterial respects, the financial position of the governmental activities, the businesstype activities, each majar fimd and the aggregate remaining fund i n f o d o n of the L m
Angeles County Metropolitan Transportation Authority, (LACMTA), and the respective
changes in iinanckd position, and, where applicable, cash flows thereof in conformity with U.S.
generally accepted accounting principles. We confirrn that we are responsible for the fair
presentation in the financial statements of financial position, changes in financial position, and
cash flows in conformity with U.S. generally accepted accountingprinciples. We are also
effective internal control over financial reporting.
responsible f a establishingand mainCeaain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or misstatement of
accountmg infomation that,in the light of surroundingcircumstances, makes it probable that the
judgmd of a r e m b 1 e person relying on the information would be changed or influenced by
the omission or misstatement.

We confum, to the best of our knowledge and belief, the following representations made to you
during your audits:
1.

Tlze financial s&&mmts r e f d to above are fairly presented in conformity with U.S.
generally accepted accountingprinciples.

2.

We have made available to you:

a.

All f h n d d records and related data

b.

All minutes of the meetings of the Board of Directors, or sumonaria of actions of
recat meetings for which minutes have not yet been prepared.

3.

Except as disclosed to you in writing, there have been no communications f?om regulatory
agencies c o e g noncompliance with, or deficiencies in, financial reporting practices.

4.

Thereareno:
a.

Violations or possible violations of laws or regulations, whose effects should be
c m i M for disclosure in the financial statements or as a basis for recording a
loss contingency.

b.

Umserted claims or assessments that our lawyers have advised us are probable of
assertion and must be disclosed in acmdance with Statement of Financial
Accounting S&ndards (SFAS) No. 5, Accounting for Contingencies.

c.

Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by SFAS No. 5.

d.

=aerial transactions, for example, grants and other contractual arrangements, that
have not beism properly recorded in the accounting records underlying the hancial
stamts.

e.

Events that have occurred subsequent to the date of the statement of net assets and
through the date of this letter that would require djustment to or disclosure in the
ihncial statements.

5.

We believe t b t the effects of the unconected financial statement misstatements
summarized in the acmqanying schedule are inmataid,botb individually and in the
a m g a b , to the financial statements for each respective opinion unit.

6.

We pcknowledge our responsibility fbr the design a d implementation of programs and
controls to prevent, deter, and detect h d . We understand that the term "fraud" includes
misstatements arising &om fraudulent financial reporting and misstatements arising &om
misappropriation of assets.

7.

We have no knowledge of any fkaud or suspected h u d affecting the entity involving:

a.

Management

b.

Employees who have significant roles in internal control over financial reporting,
or

c.

Others where the fraud could have a Illaterial effect on the financial statements.

8.

We have no howlgdp of any allc@ions of fiaud or suspected h d affecting the entity
received in d c a t i a c f s h m employees, former employes,, replators, or others.

9.

LACMTA has no plans or intentions that may materially affect the carrying value or
c h s i b t i o n of assets and liabilities.

10. We have no knowledge of any officer or Board member of LACPATA, or any other person
actingunder the direction thereof, having taken any action to fkauduldy influence,
coerce, manipulate, or mislead you &ring your audit.

11. The following have been properly morded or disclosed in the financial statements:
a

Related party transactions including sales, purchases, loans, tx-ansfms, leasing
arrangements, guarantees, ongoing contractual commitments, and amounts
receivable from or payable to related parties.

b.

Guwtem, whetha written or oral, under which LACMTA is contingently liable.

c.

with financid institutions involving compensatingbalances or other
amqpmWs involving restrictions on cash balances and lines of d t or similar

alml&emts.

d.

Changes in accounting principle affecting consistency.

e.

Thtt existe~ceof and transactions with joint ventures and other related
o r g ~ o m .

12. LACMTA has satisiktory title to all owned assets, and there are no liens or encumbrances

on such assets, nor has any asset been pledged as collateral, except as disclosed in the
fkmcial statements or footnotes to the financial statements.

13. LACMTA has complied, in all material respects, with applicable laws, regulations,
,-c
and grants ttzat could have a material effect on the financial statements in the
eveat of nonccmpliance.
14.

is responsible for compliance with the laws, regulations, and provisions of
applicable to LACWA h4anagement has identified and
disclosed to you all laws, regulations, and provisions of contracts and grant agreements
that have a direct and matmbd eff& on the determination of financial statement amounts.

15. We have disclosed to you all deficiencies in the design or operation of internal control
over financial reporting of which we are aware, which could adversely affect LACMTA's
ability to initiate, authorize, record, process, or report financial data. We have separately
disclosed to you all such deficiencies that we believe to be significant deficiencies or
material weaknesses in internal control over financial reporting, as those terms are defined
in Statement on Auditing Standards No. 115, CommunicatingInternal Control Related
Matters IdentiJed in an Audit.
16. LACMTAYsreporting entity includes all entities that are component units of
LACMTA. Such component units have been properly presented as either blended or
discrete. Investments in joint ventures in which LACMTA holds an equity interest have
been properly recorded on the statement of net assets. The financial statements disclose all
otherjoint ventures and other related organizations.

17. Tbe financial statements properly classify all funds and activities, including governmental
b d s , which are presented in amwith the fund type definitions in GASB
Statement No. 54, Fund Balance Reparting and Governmental Fund Type Definitions.
18. All fiurdsthat mect the quantitative criteria in GASB Statement No. 34, Basic Financial

Statments-md Management's Discussion and Analysis+w State and Local
Govern-,
for presentation as major are identified and presented as such, and all other
funds that are pmented as major are c u n s i M to be:particularly important to finaaial

19. LACEATA has not elated to apply the option allowed in paragraph 7 of GASB StatNo. 20, Accutdzng atld Financial Reportingfor Proprietary Activities, to the Enterprise
Fund.

20. Interfund, internal and intra-entity activity and balances have been appropriately classified
and reported.
21. Receivables reported in the financial statements represent valid claims against debtors
arising on or before the date of the statement of net assets and have been appropriately
reduced to their estimated net realizable value.
22. Deposits and investment securities are properly classified and reported.
23. LACMTA is responsible for determining the fair value of certain investments as required
by GASB StatementNo. 3 1, Accounting and Financial Reportingfor Certain Investments
andfor External Investment Pools, as amended. The amounts reported represent
LACMTAYsbest estimate of fair value of investments required to be reported under the
Statement. LACMTA also has disclosed the methods and significant assumptions used to
estimate the fair value of its investments, and the nature of investments reported at
amortized cost.
24. LACMTA has identified and properly reported all of its derivative instrumentsand any
related deferred inaows/ouMows of resources related to hedging derivative im8mnent.sin
accordance with GASB Statement No. 53, Accounting and Financial Reporfingfor
Derivative Instruments. LACMTA complied with the requhments of GASB Statement
No. 53 related to the determination of hedging derivative imtmmats and the application
of hedge accounting.
25. The estimate of fair value of derivative instruments is in compliance with GASB Statement
No. 53. For derivative instruments with fair values that are based on other than quoted
market prices, LACMTA has disclosed the methods and significant assumptions used to
estimate those fair values.

26. The following infomatian about financialinstruments with off-balance-sheet risk and
h i d instmments with concentrations of credit risk hkis been properly disclosed in the
fhmlcial stateMents:
a.

Extent,nature,and tenns of financial ins-s

with off-balance-sheet risk;

b. The amount of credit rislc of financial instruments with off-balance-sheet credit risk,
and informition about the collateral supporting such financial instruments; and

c.

Significant cuneentrations of credit risk arising from all financial insinformation about the collateral supporting such financial instruments.

;and

27. W e believe that till material e x p a d i m or e x p a s s that have been deferred to future
@o&
will be mverable.
28. Capital assets, including hfkastructure assets, if any, are properly capitalized,reported and,
if applicable, depdated.
29. LACMTA hm propepSy applied the r e q M s of GASB Statement No. 51, Accounting
and Financial RepombgfmIntangtble Assets, including those related to the recognition of
outlays as%oci&d with the development of intanally g e d d computer software.
30. LACMTA hats no:

31.

a

(3sm.4for the pmhase crr sale of services or assets at prices involving
material probable loss.

b.

Materid amounts of obsolete, damaged, or unusable items included in the
than salvage values.
inventories at

c.

Loss to be sustained as a result of other-than-temporary declines in the fair value of
inve-nts.

For vahbL-ralte demand bond obligations that are reported as general long-term debt or
excluded &om current liabilities of proprietary funds, we believe: all of the conditions
dtxwibed in GASB Lnteqmtation So. 1,Demand Bonds Issued by State and Local
G o v e r n m E w e s , have been met.

32. LACMTA ha9 cumplied with all tax and debt Zimits and with all debt related covenants.
33. We have received opinion%of counrpel upon each issuance of tax-exempt bonds that the
is exempt from f d e d income taxes under section 103 of the
ton such
hibmd Revewe Code of 1986, as ameded. There have been no changes in the use of
property fixmced with the Ixocmds of taxexempt bonds, or any other ocGum%ces,
s-at
to the issuance of such opinions,that would jeopardize the tax-exempt status of
the h d s . Provisisn has been made, wkere material, for the amount of any required
arbifrage rebate.

34. We believe that the actuarial assumptions and methods used to measure financial statement
liabilities and costs associated with pension and other post-employment benefits and to
determine information related to LACMTA's funding progress related to such benefits for
financial reporting purposes are appropriate in LACMTA's circumstances and that the
related actuariai valuation was prepared in conformity with U.S. generally accepted
accounting principles.
35. Provision has been made in the financial statements for the LACMTA's pollution
remediation obligations. We believe that such estimate has been determined in accordance
with the provisions of GASB Statement No. 49, Accounting and Financial Reporting for
Pollution Remediation Obligations and is reasonable based on available information.
36. Net asset components (invested in capital assets, net of related debt; restricted; and
m t r i c t e d ) and fund balance components (nons-le;
restricted; committed;
w i p e d ; and unassigtled) are pnpxly classified and,if applicable, approved.
37. Revenues are appropriately classified in the statement of activities within program
revenues, general revenues, contributions to term or permanent endowments, or
contributionsto permanent fund principal.
38. LACMTA has identified and properly accounted for all nonexchange transactions.
Eligibility requirements for transportation subsidies are met and a corresponding liability is
accrued when the invoice is received by LACMTA fiom the project sponsor.
39. Expenses have been appropriately classified in or allocated to functions and programs in
the statement of activities, and allocations have been made on a reasonable basis.

40. We have disclosed to you all accountingpolicies and practices we have adopted that,if
applied to significant itam or kmsadons, would not be in accordance with U.S.generally
accepted amounting p r k i p l a (GAAP). We have evaluated the impact of the applidcm
of WAI such policy and practice, both individually and in the aggregate, on LACMTA's
cumat period h i d statements and our assessment of ininternal control over f-ial
reporting and the expected impact of each such policy and practice on future periods'
financial reporting. We believe the e&ct of these policies and practices on the financial
statements and our assessment of internal control over financial reporting is not material.
F u a h G m , we. do not believe the impact of the application of these policies and practices
will be material to the financial statements in future periods.
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41, We agree with the findings of specialists in evaluating the pension liabilities, self insurance
liabilities, other post-employment benefit liabilities, cash and investment balances, debt
covenants, workers' compensation claims, property liability/ property damage claims,
pollution remediation liabilities and payroll processing and have adequately considered
the qualifications of the specialist in determining the amounts and disclosures used in the
financial statements and underlying accounting records. We did not give or cause any
instructions to be given to specialistswith respect to the values or amounts derived in an
attempt to bias their work, and we are not otherwise aware of any matters that have had an
impact on the independence or objectivity of the specialists.
42. LACMTA has presented all required supplementary information. This information has
been measured and prepared within prescribed guidelines.
43. LACMTA has complied with all applicable laws and regulations in adopting, approving
and amending budgets.
44. We confirm that all relevant information relating to the facts and circumstances, which are
the subject of the investigations conducted by the Office of Inspector General have been
disclosed by us to the audit committee, to the investigatingteam, and to you. We also
confirm that, where necessary, we have taken, or are taking, timely and appropriate
remedial action.

45. In accordance with Government Auditing Standards, we have identified to you all previous
audits, attestation engagements, and other studies that relate to the objectives of this audit,
including whether related recommendations have been implemented.

46.

LACWA has advised you of all contracts or other agreements with service
organizations.

47.

If applicable, LACMTA has disclosed to you all communications fiom its service
organizations relating to noncompliance at the service organizations.

48.

LACMTA has disclosed any known noncompliance occurring subsequent to the period
for which compliance is audited.

49.

LACMTA has disclosed whether any changes in internal control over compliance or
other factors that might significantly affect internal control, including any corrective

Page 9

action taken by management with regard to sigruficant deficiencies (includingmaterial
weaknesses), have occurredsubsequent to the date as to which compliance is audited.
50.

LACMTA has disclosed to you all known legal proceedings that have been initiated
against the authority for any violation of any loan agreements or any failure to pay
creditors.

Los Angela County Metropolitan Transportation Authority

Arthur T. Leahy

Controller
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SUMMARY OF AUDIT DIFFERENCES

MetropolitanTransportetion Authority
Summary of UncorrectedAudit Misstatements
For year ended June 30,2011
Amounts shown in thousands
Method used t o quantify audit mtsstatement6:

Governmental Activities

Rollowr (Income Statement)

Income effect of

(To a w t the PYlmpact of soles tox revenues and the related tronrportohon subs~dyaccruals]

3

4

Dr. Transportation Subsidles
Cr. Net Assets
(To reverse the over accrudmluly FYlO andproperly r e d the transportation subsrdy
expensein M l )

1,754

Dr. Transportatton Subs~d~es
Cr. Net Assets
(To reverse the over accrual InJuly FYlO andproperly record the tramportotron subs~dy
expensein FY11).

9,155

KD

1,754

1,754

1,754
(1,754

KD

9,155

9,155

9,155
(9.155

(1,754

(9,155

(To a&ust the PYlmpactafsmles tax revenues)

ver accrual m July FYlO andproperly record the tronsportobon subs~dy

Tax effect of uncorrected audl

SUMMARY OF AUDIT DIFFERENCES
M e t r o p o l i t a n Transportation A u t h o r i t y

General Fund

Summary of Uncorrected A u d i t Misstatements
For year ended 6/30/2011
Amounts s h o w n in thousands
Method used t o quantify audit misstatements:

Rollover (income Statement)

Impact of audit differences on financial statement captions
Debit/(Credit)

IncomeStatement Effect

I

Accounts and Description

I

I

-------A

I

I

Balance Sheet Effect

I

I

I

I

L

lncomeeffect of
correcting the balance
Known Audit
Difference(KD)
sheet in prior period
or
(carried forward from
Most Likely Aud~t prior period's column
Difference(MLD)

(Credit)

Debit

I

B

I

lncome effect
lncome effect of
correctingthe
according to the
current period
Rdlover (lncome
Statement method
balance sheet
C=A
(Onlylnc
C-B
Stmt accounts1

None noted

I

I

I

Aggregate of uncorrected audit differences (before tax)
Tax effect of uncorrected audit differences
Aggregate of uncorrected audit differences (after tax)
Financialstatement amounts (per final financial statements)
Uncorrectedaudit differences aftertax effect as a percentageof financial statement amounts
Aggregate of uncorrected audit dmerences-total impact on revenues
Financialstatement amounts (as per final financial statements)- revenues
Uncorrectedaudit differences as a percentageof financial statementamounts
Aggregate of uncorrected audit differences-total Impact on expenditures
Financial statementamounts (as per final financial statements)- expenses
Uncorrected audit differences as a percentageof financialstatement amounts

I

1

I

I

I

I
1
(6,129)l
0 . ~ 1

I
(131,997)
0.0%
125,868
0.0%

I
I
(489,74811
0.~1

I

I
I
1

SOS,OW
0.0%1

I

SUMMARY OF AUDIT DIFFERENCES
MetropolitanTransportationAuthority
Summary of Uncorrected Audit Misstatements
For year ended 6/30/2011
Amounts shown in thousands
Method used to quantify audit misstatements:

Proposition A Fund

Rollover (Income Statement)

Income effect of

Cr. Accwnts Payable
t the PY impact of sales tax revenues and the related tmnsportabon subsidy

SUMMARY OF AUDIT DIFFERENCES
M e t r o p o l i t a n Transportation A u t h o r i t y

Proposition C Fund

Summary of U n c o r r e d e d A u d i t Misstatements
For year ended 6/30/2011
Amounts s h o w n in thousands
Method used t o quantify audit misstatements:

Rollover (Income Statement)

lmpact of audit differences on financial statement captions
IncomeStatement Effect

BalanceSheet Effect

DebiY(Cred1t)

Type of Error

#
-

Accounts and DescriPtlon

Debit

(Credit)

lncome effect of
correcttngthe balance
sheet in prior pertod
(carried forward from
prtor pertod's column

Known Audit
Difference(KD)
or
Mort Likely Audtt
Dtfference (MLD)

B
1

2

Dr. Sales Tax Receivable
Cr. Accounts Payable
Cr. Net Assets
(To adjust the PY impact of soies tax revenues and the relatedtransportation subsidy
accruals)
Dr.Transportation Subsidies
Cr. Net Assets
(To revene the over accrualinJuly F Y I 0 and properly record the transportation subsidy
expense in F Y l l ) .

Income effect
lncome effect of
accordtngto the
correcting the
Rollover (lncome
current period
balance sheet
Statement) method
C=A
(Only lnc
C-B
Stmt accounts)

Equity at period
end

Total Assets

Total Liabilities

61,897

61,897
(12,193)
(49,705)

1,754

(12,193)

KD
(49,705)

KD

1,754

1,754

1,754
(1,754)

1,754

(49,705)

61,897

(12,193)

1,754
(899)
-195.1%

(49,705)
(116,912)
42.5%

61,897
269,416
23.0%

(12,1931
(152,5041
8.0%

(1.754)

Aggregate of uncorrected audit differences (before tax)
Tax effect of uncorrected audit differences
Aggregate of uncorrected audit differences (aftertax)
Financialstatement amounts (per final financial statements)
Uncorrectedaudit differences after tax effect as a percentageof financial statement amounts
Aggregate of uncorrected audlt differences-total impact on revenues
Financialstatementamounts (as per final financial statements)- revenues
Uncorrectedaudit differences as a percentageof financial statementamounts
Aggregate of uncorrected audit differences- total Impact on expenditures
Financialstatement amounts (as per final financial statements). expenses
Uncorrectedaudit differences as a percentageof financialstatement amounts

I
(788,119)
0.0%
1,754
787,220
0.2%

SUMMARY OF AUDIT DIFFERENCES
M e t r o p o l i t a n Transportation Authority

Measure R Fund

Summary of Uncorrected A u d i t Misstatements
For year ended 6/30/2011
Amounts s h o w n in thousands
Method used t o quantify audit misstatements:

Rollover (Income Statement)

Impact of audit differences on financial statement captions
IncomeStatement Effect

Balance Sheet Effect

DebiV(Credit)

Type of Error

tf

Accounts and Description

Debit

(Credit)

Known Audit
Dlfference(KD)
or
Most LikelyAudit
Difference (MLD)

Income effect of
correcting the balance
sheet in prior period
(carned forward from
prior period's column
C)

B
I Dr. Transpo~tat~on
Subsidies
Cr. Net Assets
(To reverse the over accruolinJuly F Y l O andproperly recordthe transportation subsidy
expensein FYI11

9,155

KD
(9.155)

Aggregate of uncorrected audit differences (beforetax)
Tax effect of uncorrected audit differences
Aggregate of uncorrected audR differences (after tax)
Financialstatementamounts (per final financial statements)
Uncorrected audit dWferencesafter tax effect as a percentageof flnanclalstatement amounts )
Aggregate of uncorrected audit differences-total impact on revenues
Financialstatement amounts (as per final financial statements)- revenues
Uncorrectedaudit differences as a percentageof financial statement amounts
Aggregate of uncorrected audit differences- total impact on expenditures
Financialstatement amounts (as per final financial statements)- expenses
Uncorrected audit differences as a percentageof financial statement amounts

lncome effect of
income effect
correcting the
according to the
current period
Rollover (income Equityat period
balancesheet
Statement)method
end
C=A
(Onlylnc
C-B
Stmt accounts)
9,155
9,155
9,155
(9.155)

9,155

Total Liabil~ties

9,155
9,155
(227,799)
-4.0%

(664.W9)
0.0%
9,155
436,300
2.1%

Total Assets

(611,464)
0.0%

674,324
0.0%

(62,8601
0.0%
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SUMMARY OF AUDIT DIFFERENCES
M e t r o p o l i t a n Transportation Authority

State Transit Assistance Fund

Summary o f Uncorrected A u d i t Misstatements
For year ended 6/30/2011
Amounts s h o w n in thousands
Method used t o quantify audit misstatements:

Rollover (Income Statement)

lmpact of audR differences on financial statement captions
IncomeStatement Effect

Balance Sheet Effect

Debit/(Credit)

Type of Error

Accounts and Description

#

Debit

(Credit)

Known Audlt
Difference (KD)
or
Most Likely Audit
Difference(MLD)

income effect of
correcting the balance
sheet in prior per~od lncome effect of
Income effect
correcting the
(carried forward from
accord~ngto the
Equity at period
current period
prior period's column
RoHowr(lnwme
end
balance sheet
5tatement)method
C)
C=A
(Onlylnc
B
C-B
Stmt accounts)

None noted.

Aggregate of uncorrected audit differences (before tax)
Tax effect of uncorrected audit differences
Aggregate of uncorrected audit differences (after tax)
Financialstatementamounts (per final financial statements)
Uncorrected audit differences after tax effect as a percentageof financial statement amounts
Aggregate of uncorrected audit differences-totallmpact on revenues
Financial statement amounts (as per final financial statements). revenues
Uncorrectedaudit differences as a percentageof financial statement amounts
Aggregate of uncorrected audit differences- total lmpact on expenditures
Financialstatement amounts (as per final financial statements)- expenses
Uncorrectedaudit differences as a percentageof flnanclal statement amounts

118,225
0.0%

1
(825)
0.0%
119,050
0.0%

0.0%

Total Assets

Total Liabil~t~es

SUMMARY OF AUDIT DIFFERENCES
Metropolitan Transportation Authority
Summary of UncorrectedAudit Misstatements
For year ended 6/30/2011
Amounts shown in thousands
Method used t o quantify audit mlsstatemenm.

Aggregate RemainingFunds

Rollover (Income Statement)

Income effect of

Aggregate of uncorrected audit differences (before tax)
Tax effect of uncorrected audit differences
Aggregate of uncorrected audit differences (after tax)
Financialstatementamounts (per final financial statements)
Uncorrected audit differences aftertax effect as a percentageof financial statement amounts )
Aggregate of uncorrected audit differences-totalimpact on revenues
Financialstatement amounts (as per final financial statements)- revenues
Uncorrectedaudit differences as a percentageof financial statement amounts
Aggregate of uncorrected audit differences- total impact on expenditures/expenses
Financialstatement amounts (as per final financial statements)- expenses
Uncorrectedaudit differences as a percentageof financial statement amounts

(166,297)
0.0%
(335,810)
0.0%
169,513
0.0%

(1,160,566)
0.0%

1,223,750
0.0%

(63,lW
00%

KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618-3391

Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with GovernmentAuditing Standards

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California:
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Los Angeles County Metropolitan
Transportation Authority (LACMTA) as of and for the year ended June 30, 201 1, which collectively
comprise the LACMTA's basic financial statements and have issued our report thereon dated
December29, 2011. Our report was modified to include a reference to LACMTA's adoption of
Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and Governmental
Fund Type Definitions. Our report was also modified to include a reference to another auditor who audited
the defined benefit pension plan financial statements, which are reported in LACMTA's Employee
Retirement Trust Fund. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. This report does not include
the results of the other auditor's testing of internal control over financial reporting or compliance and other
matters in accordance with Government Auditing Standards that are reported on separately by those
auditors.
Internal Control over Financial Reporting
Management of LACMTA is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered LACMTA's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of LACMTA's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of LACMTA's internal control over financial reporting.
A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.

1
KPMG LLP is a Delaware limited liability paltnetship,
the U.S. member firm of KPMG International Cooperative
("KPMG International"), a Swiss entity.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over fkancial reporting that we consider to be material
weaknesses, as defined above.
Compliance and Other Matters

As part of obtaining reasonable assurance about whether LACMTA7s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
We noted certain matters that we reported to management in a separate letter dated December 29,201 1.
This report is intended solely for the information and use of management, Board of Directors, others within
the entity, and federal award agencies and pass-through entities, and is not intended to be and should not be
used by anyone other than these specified parties.

December 29,20 11

