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FINANCE, BUDGET AND AUDIT COMMITTEE
APRIL 15, 2015

SUBJECT:

BASIC FINANCIAL STATEMENTS AND COMPONENT AUDITS

ACTION:

RECEIVE AND FILE

RECOMMENDATION
Receive and file the Los Angeles County Metropolitan Transportation Authority's (Metro)
basic financial statements and component financial statement audits completed by
KPMG LLP for the fiscal year ended June 30 , 2014 .

ISSUE
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, 2014:
•

•
•

•

Independent Auditors' Report on the Los Angeles County Metropolitan
Transportation Authority's basic financial statements wh ich 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, 2014;
Independent auditors' SAS 114 letter covering required communications;
Los Angeles County Metropolitan Transportation Authority Single Audit Reports
Fiscal year ended June 30, 2014 which include:
o Independent Auditors' 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 Independent Auditors' Report on Compliance for Each Major Program;
Report on Internal Control over Compliance ; and Report on Expenditures
of Federal Awards as Required by OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations;
Independent Accountants' Report on Applying Agreed-Upon Procedures on the
Los Angeles County Metropolitan Transportation Authority's Federal Funding

•

•

•

•

•

•

•

Allocation Data for the Transportation Operating Agency (I D# 9154) for the fiscal
year ended June 30 , 2014;
Management letter on the Los Angeles County Metropolitan Transportation
Authority's Federal Funding Allocation Data for the Transportation Operating
Agency (ID# 9154) for the fiscal year ended June 30, 2014;
Independent Accountants' Report on Applying Agreed-Upon Procedures on the
Los Angeles County Metropolitan Transportation Authority 's Federal Funding
Allocation Data for the L.A. County Small Operators (ID# 9166) for the fiscal year
ended June 30, 2014 ;
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 , 2014 (individual jurisdiction reports have
been filed with the Board Secretary's office and are available upon request);
Independent Auditors' 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, 2014;
Independent Auditors' 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 , 2014;
Independent 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 , 2014 and 2013 ; and
Independent 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, 2014 and 2013 .

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.
KPMG issued unmodified opinions on all audit reports; however, KPMG noted a few
control deficiencies. Three internal control matters were noted in the management letter
for the Federal Funding Allocation Data Transportation Operating Agency (9154) report.
In addition , KPMG noted two significant deficiencies and two related compliance
findings in the Independent Auditors' 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 .
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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.
http://media.metro .net/about us/finance/images/fy14 cafr.pdf

ATTACHMENT(S)
A. Los Angeles County Metropolitan Transportation Authority Single Audit Reports for
the fiscal year ended June 30, 2014;
B. Los Angeles County Metropolitan Transportation Federal Funding Allocation Data
Transportation Operating Agency (ID# 9154) for the fiscal year ended June 30, 2014
(With Independent Accountants' Report on Applying Agreed-Upon Procedures
Thereon) ;
C. Los Angeles County Metropolitan Transportation Authority Federal Funding
Allocation Data L.A. County Small Operators (ID# 9166) for the fiscal year ended
June 30, 2014 (With Independent Accountants' Report on Applying Agreed-Upon
Procedures Thereon) ;
D. Los Angeles County Metropolitan Transportation Authority Transportation
Development Act Operations Agency Year ended June 30, 2014;
E. Los Angeles County Metropolitan Transportation Authority Transportation
Development Act & Prop 1B PTMISEA Planning Agency for the year ended June 30,
2014;
F. Los Angeles County Metropolitan Transportation Authority State Transit Assistance
Special Revenue Fund Basic Financial Statements June 30 , 2014 and 2013 (With
Independent Auditors' Report Thereon) ;
G. Service Authority for Freeway Emergencies (A Component Unit of the Los Angeles
County Metropolitan Transportation Authority) Financial Statements and Other
Supplementary Information June 30, 2014 and 2013 (With Independent Auditors'
Report Thereon) ;
H. Independent auditors' SAS 114 letter covering required communications.

Prepared by:

Basic Financial Statements

Ruthe Holden, Chief Auditor
(213) 922-1031
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Rciihe Holden
Chief Auditor

Arthur T. Leahy
Chief Executive Off1ce

Basic Financial Statements

Page 4

ATTACHMENT A

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
Single Audit Reports
Fiscal year ended June 30, 2014
(With Independent Auditors ' Reports Thereon)

LOS ANGELES COUNTY
METRO PO LIT AN TRANSPORTATION AUTHORITY
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KPMG LLP
Suite 1500
550 South Hope Street
Los Angeles , CA 90071-2629

Independent Auditors' 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

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California:
We have audited, in accordance with the 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, the financial statements ofthe governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Los Angeles
County Metropolitan Transportation Authority (LACMT A), as of and for the year ended June 30, 2014, and
the related notes to the financial statements, which collectively comprise LACMTA's basic financial
statements, and have issued our report thereon dated December 19, 2014. Our report included a reference to
other auditors who audited the defined-benefit pension plan financial statements, which are reported in
LACMT A's Employee Retirement Trust Funds. 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

In planning and performing our audit of the financial statements, we considered LACMT A's internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness ofLACMTA' s internal control. Accordingly, we do not express
an opinion on the effectiveness of LACMT A's internal control.
A deficiency in internal control 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, 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. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit, we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

KPMG LLP is a Delaware limited liability partnership,
the U. S . member firm of KPMG International Cooperative

('KPMG lnlemational"). a Swiss enlity.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether LACMT A ' s financial statements are free from
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 .

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness ofthe LACMTA' s internal
control or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the LACMTA' s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Los Angeles, California
December 19, 20 14
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Independent Auditors' Report on Compliance for Each Major Program; Report on Internal
Control over Compliance; and Report on Schedule of Expenditures of Federal Awards Required
by OMB Circular-A 133, Audits of States, Local Governments, and Non-Profit Organizations

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California:
Report on Compliance for Each Major Federal Program

We have audited the Los Angeles County Metropolitan Transportation Authority' s (LACMTA' s)
compliance with the types of compliance requirements described in the 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 30,2014. LACMTA's major federal programs are identified in the summary of auditors '
results section of the accompanying schedule of findings and questioned costs.
Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.
Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of LACMTA's major federal programs
based on our audit of the types of compliance requirements referred to above. 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-Profit 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 LACMT A' 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 on compliance for each major federal
program. However, our audit does not provide a legal determination ofLACMTA's compliance.
Opinion on Each Major Federal Program

In our opinion, LACMT A complied, in all material respects, with the types of 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, 2014.
Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule of
3
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findings and questioned costs as items 2014-001 and 2014-002. Our opinion on each major federal program
is not modified with respect to these matters.
LACMTA's responses to the noncompliance findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. LACMTA's responses were not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
responses.
Report on Internal Control Over Compliance

Management of LACMT A is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered LACMT A' s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with 0 MB Circular A -13 3, 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
LACMTA' s internal control over compliance.
A deficiency 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. A significant deficiency in internal control over
compliance is a deficiency, or a 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.
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 material weaknesses or significant deficiencies, and therefore, material weaknesses or
significant deficiencies may exist that were not identified. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, we identified certain
deficiencies in internal control over compliance, as described in the accompanying schedule of findings and
questioned costs as item 2014-001 and 2014-002 that we consider to be significant deficiencies.
LACMT A's response to the internal control over compliance findings identified in our audit is described in
the accompanying schedule of findings and questioned costs. LACMTA' s response was not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.
The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements ofOMB Circular
A-133. Accordingly, this report is not suitable for any other purpose.
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Report on Schedule of Expenditures of Federal and State Awards Required by OMB Circular A-133
We have audited the financial statements of the governmental activities, the business -type activities, each
major fund, and the aggregate remaining fund information ofLACMTA as of and for the year ended June 30,
2014, and the related notes to the financial statements, which collectively comprise LACMTA's basic
financial statements. We issued our report thereon dated December 19, 2014, which contained unmodified
opinions on those financial statements. Our audit was conducted for the purpose of forming opinions on the
financial statements that collectively comprise the 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 is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of expenditures of federal and state awards is fairly stated in all
material respects in relation to the basic financial statements as a whole.

Los Angeles, California
March 27, 2015
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LOS ANGELES COUNTY M ETROPOLITAN TRANSPORTATION AUTHORITY

Schedu le of Expenditures of Federal and State Awards
F1scal Year Ended June 30, 20 14

Federal grantor/ pass-through g rantor/program or cluster
tittle/project titl e

Federal Grants:
U.S. Department of Transportation
Highway Planning and Construction Program Passed through State of CaliforniaDepartment of Transportation :
ARRA -1-405 CAR Pool Lane
Burbank Airport
Extension of Transit \\avon 1-110 to Downtown LA
Safe Routes to School ·

Total Expended under federal/state/loca l for
th e fisca l year ended June 30, 2014
Fed eral share
State share
Local share

CFDA
Number

GRANT #

AWARD

Total

20.205
20205
20.205
20.205

07-4826
07-4U4524
EA 07-278008
SRTSN I-6065( 178)

1,047,100,000
4,387,000
6.23 1,000
500,000

203,280,623
546.964
996.089
205 ,446

1,058 ,2 18,000

205,029, 122

796,87 1

431 ,900,000
639,39 1
242 ,718
23,3 17.000
533,980
16,700,000
1,60 1,429
2,502 ,232
5,570,560
7, 13 1,578
936,064
728.156
8,563,0 10
2,8 19,500
65,000,000
47,750,000
35,000,000
2,000,000
9,679,000
10,000,000
43.186.444
8, 185, 197

2,650,540
(5 ,407)
44,458
3,0 19.9 18
282,482
2, 102, 106
162,863
2,074
517,189
551 ,770
670,898
802,394
670,5 12
306,24 1
49,059,2 14
42 ,164,290
10,292,106
290,996
333,663
1,393, 154
3.599.434
82,302

35,566
2.234,740
225,985
1,366,369
130,291
1,659
41 3,75 1
442.2 19
556,845
641.9 15
536,4 10
244 ,993
44 ,383,449
33,73 1,432
8,542 ,448
232 ,797
266,930
1, 107 ,307
2,879.547
82,302

CFDA Subtotal

-

203 ,280,623
530,622
34,458

16,342
199.218
170,988

203,845,703

386,548

7%.871

-

Federal Transit Cluste r:
Federal Transit Capital Improvement Grants :
Di rect programs

Metro Gold Line Eastside Extension New Start
South Pasadena-Bus Acquisition and San Fcmando Valley East/Ventura ParX-&-Ridc Lots

SFV N-S/Rcseda BRT Enhancements
Wil shire Blvd . Bus Onlv Lane
Baldwin Park-Parki ng i1;tprovcmcnts & San Fcrando buses
Metro Rapid System Gap Closure
Transit Center/Stop lmprO\'Cmcnts
Passenger & Pedestrian Enhancements
Shelters, buses, engineering and tools
Planning Engineering of Transit Centers
Para transit Vehicles
Burbank Empire Area Trans it Center
Crenshaw- Prairie Transit Corridor
Transit Centers & Expansion Buses
Westside Purple Line Ext - Section I
Construction of Division 13 - Bus OperatiOns and Maintenance Facility
Acquisiti on of Buses (40-foot CNG Buses)
Southern California 5 11 NTCLI
Patsaouras Pl aza Bus wa\' Station
Metro Orange Line Bus Enhancement
Pre\·entivc Maintenance-Rail- FYI2-13
ARRA- Traction Power Substations
Passed through the California Department of Transportation :
Congestion Rcduction Demonstrations Project

20.500
20.500
20.500
20.500
20.500
20 .500
20 .500
20 .500
20.500
20.500
20.500
20.500
20.500
20.500
20.500
20.500
20.500
20.500
20.500
20.500
20 .500
20 .500

CA 03-0508
CA-03-0725
CA-03-0760
CA-03-08 15
CA 03-0776
CA-03-0796
CA-04-0037
CA-04-0067
CA-04-0088
CA-04-0094
CA-04-0 109
CA-03-0805
CA-04-0034
CA-04-0161
CA-03-0824
CA-04-0190
CA-04-023 2
CA-04-0230
CA-04-0233
CA-04-026 1
CA-05-0273
CA-56-0001

20.500

EA-()7 -274408

CFDA Subtotal

6

68,429,771

18,5 25,505

13,713,508

792,4 16,030

137,5 18,702

111 ,770,463

2,650,540
(5 ,407)
8,892
785, 178
56,497
735,737
32,572
4 15
103,438
109,55 1
11 4,053
160,479
134, 102
6 1,248
4,675 ,765
8,432,858
1,749,658
58, 199
66,733
285,847
719,887
4,8 11 ,997
10, 182,5 16

15,565,723

(Continued)

LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTIIORITY

Schedule of Expenditures of Federal and State A"'ards
Fiscal Year Ended June 30,2014

Federal grantor/ pass-through grant or/ progra m or clu ster
tittl e/~r oj ec t titl e

Federal Transit Fonnula Grants:
Metro Red Line Subway Escalator Canopy Project - ARRA
FY03 - Capital Assistance

Capital and Operating Assistance
Metro Rapid Bus Program
FYOS Transit Enhancements
Transit Enhancement FY2005 funds
El Monte Bus way/Harbor Transit way/Bus Acquisitions
Pre ventive Maintenance -Operation- FY 13 PM
Preventive Maintenance- Operation - FY 14 PM
45-Ft Composite Buses and Trans it Enhancements
FY 12 Gro\ving States - PM Rail
Preventive Maintenance - Operating FY 13 PM
Preventive Maintenance- Ope rating FY 14 PM
Reg . Grantee - Monterey Park- Transit Center and Buses
Metro Orange Line Extension Operating Assistance - PM
E.'( position Blvd . Right of Way Bike Path
Bus Acqui si tion and Metro Orange Line & Metro Gold Line Operating Assistance
Expo Phase I Operating assistance- CMAQ
Expo Phase I Operating assistance - Operation
Light Rail Vehicles
LA CRD Operating Assistance - Vanpool
LA CRD Operating Assistance -Operation
Bus rcplacement(141),0\·erhaul(290), Metro Blue Line Transit Provider - ARRA
Bus Stations/Stops Transit Enhancement Improvements- ARRA

C FDA
Number

GRANT #

20.507
20.507
20.507
20.507
20.507
20.507
20.507
20.507
20 .507
20.507
20 .507
20.507
20 .507
20.507
20.507
20.507
20.507
20 .507
20.507
20.507
20.507
20.507
20.507
20 .507

CA-66-X005
CA-9D-X970
CA-9Q-Y307
CA-9o-Y457
CA-90-Y4 54
CA-90-Y685
CA-90-Y716
CA-90-Y717
CA-90-Y7 17
CA-90-Y717
CA-90-Y969
CA-90-Z054
CA-90-Z054
CA-95-Xl20
CA-95-X208
CA-95-X214
CA-95-X042
CA-95-X l76
CA-95-X l76
CA-95-X246
CA-95-X099
CA-95-X099
CA-96-X0 12
CA -96-X057

CFDA Subtotal
State of Good Repai r Grants Prograrn - FY 13 SGR- PM Rai l
State of Good Repair Grants Program - FY 14 SGR- PM Rai l

CA-54-00 11
CA-54-00 11

20.525
20.525

CFDA Subtotal

Federal Transit Cluster Subtotal
Public Transportation Research Program
Climate Change Adaptation Project

20.600

CA -26-6005

CFDA Subtotal

Transit Service Cluster
Job Access - Reverse Commute
LA County JARC Prog . Adm . FY06-12
Job Access and Reverse Commute Program- Los Angeles County JARC projects
Job Access and Reve rse Commute -Capital/Operating Assi st
Job Access and Reverse Commute - CapitaVOpcrating Assi st.

20.516
20.516
20.5 16
20.516

CA-37-X07 1
CA-37-X IOO
CA-37-X l7 1
CA-37-Xl23

CFDA Subtotal
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AWARD

s

Total Expended under federal/state/local for
th e fi scal rear ended June 30, 2014
Sta te share
Local shue
Federal share

Total

225.983
303
1,26 1
1,2 16,093
133.404
189,245
1.6 10. 11 0
6,389.().19
307
1,540.632

225 ,983

6.494.832
986,860,419
178.201.40 1
11 ,081.700
5 16,210
854,520
69,792.000
5.1 11 ,239
475.283 ,906
8,0 13,440
7.470. 165
159,345,881
1,682.695
887,000
15,000.000
11 ,528 ,000
125.046,000
32,307,000
26,593,000
45 ,44 1,000
400,000
3,801 , 124
225 ,154 ,824
1,030,644

199,182,35 1
2.065.63 1
136,188
4,200,000
2,878 ,077
9,596.262
3,063,8 17
19,680,946
19,492 ,882
8,49 1
1,291 ,527
8,732,431
235,268

159,345,88 1
1.652,505
92,727
4,200,000
2,590,356
8,5 11,946
3,063,8 17
15,744,757
16,57 1, 197
8.491
1,29 1,527
8,732 ,431

2,397,897.000

28 1,870,258

230,302,329

29. 114 .279
12,900,72 1

36,392,849
16, 125,901

29. 11 4,279
12,900,72 1

42,0 15,000

52,5 18,750

42 ,0 15,000

3,232,328.030

471 ,907,7 10

384,087.792

-

1,2 16,093
106.723
151,396
2 17.240
5, 11 1,239
245

1,232, 507

-

-

-

303
1.26 1

-

26,68 1
37,849
1.392.870
1,277,8 10
62
308,125

-

39,836,470
413, 126
43 ,461

709,892

287,72 1
374,424

1,313,593

3,936.189
1,608 ,092

2,023.485

49,544 ,444

-

235,268
7,278.570
3,225 ,180
10,503,750
12.206,00 1

75 ,613 .9 17

159,325

144.495

100,832

43 .663

159,325

144,495

100,832

_ _ _4_3,663

5,032,849
10,343,881
7,7 11 ,637
11,368,008

18 1,6 11
409,370
614,986
692,54 1

181.611
302,825
6 14,986
377,027

34,456.3 75

1,898,508

1,476,449

-

106,545
3 15.5 14
422,059
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LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUT HORITY

Schedule of Expenditures of Federal and State Awards
Fiscal Year Ended June 30,20 14

Federal grantorltlass-through gra nt or/program or cluste r
tittle/project title

Total Expended undcr federal/state/local for·
th e fisca l ~ear ended Jun e 30, 2014
State share
Federal share
Local share

CFDA
Nu mber

GRANT#

20.52 1
20. 52 1
20.52 1
20. 52 1

CA -57-X003
CA-57-XO-l8
CA-57-X084
CA -57-XI OO

19.942,499

1,043.729

705,73 1

Clean Fuels - CNG Fueli ng Facil ity at Division 13
Alternative Analysis - FY20 10 Alternative Analysis
ARRA - Capital Assistance Program for Reducing Energy Consumption and Gree nhouse Gas Emissions -

20 .519
20.522

CA-58-0006
CA-39-0006

5,500,000
2.000.000

4,036,720
5 11 .226

3,633,04 8

Wayside Energy Storage System- ARRA

20 .523

20 .933
20 .unk
20.600

4,466.000
13,903 ,535
250,000
203 , 100

2,791.732

National Infrastructure In vestments - Cre nshaw/Lax Transi t Corridor
SCAG FT A Secti on 53().1 Urban Transit Planni ng Grant Fund
OTS Bicycl e Safety Education Grant

CA-77-0002
CA-79-000 1
SCAG MOU NO. 007 -1 3, FTA Sec. 5304
PSI 30 1

337,6 15. 177
635.495

2,79 1,73 2
12.572,865
25 0,000

149,226

139,593

4,3 7 1,426,864

I .025 ,763, 140

406, 887,236

6,688 .209
8,458.478
3,584 ,180
5,744 ,3 29
16, 103,0-l 3
16. 103 .043
2,484 ,254
7.050.0 10
16, 103 ,043

(1 7,902)
7.141.06 1
12,237
2,745 .382
22 1,260

( 16,443)
7, 124,646
2,53 1
2.74 5,382

New Freedom Prog rams:
New Freedom- Program Adm . FY06-1 2
New Freedom - Capital &. Operating. Assistance
New Freedom - Capital & Operating . Assistance
New Freedom - Capital 8:. Operating . Assistance
CFDA Subtotal

Total US Department of Transportation
U.S. Department of Homeland Security:
Transit Security Grant Program
Transit Securi ty Grant Program
Transit Security Grant Program
Transi t Security Grant Program
Transit Security Grant Program
Transit Security Grant Program
Transit Security Grant Program
Transit Security Grant Program
Transit Security Gran t Program

97.075
97 .075
97 .075
97 .075
97 .075
97 075
97.075
97 .075
97 .075

2008 -RL--T8-KOI 8
2009-RA -T9-K004
20 10-RA-TO-KOO I
EMW-20 11-RA-000 1 I-SOI
636 1-()002, FIPS#037-9 1 I 70
646 1-0002, FIPS#037-9 1170
EMW-20 12-RA-K00030-SOI
EMW-20 13-RA -00043-SOI
656 1-0002, FIPS #03 7-9 1 I 70

Total U.S. Department of Homeland Security
Total Federal Grants
State Gran ts.
ITS Implementation Pl an for Gateway Citil!s
Orange li ne High Speed Magnetic Levitation trains
Gateway Cities Counci l of Go\·emmc nts Diesel Emi ssion Reduction Program
Plug-in Vehicle Charge Stat1on
Prop IB Security FY 08/09
Prop I8 Security FY 09/10
STIP PPM (State Tran sportation Improvem ent Program- Planning, Programm ing & Monitoring Program)
STIP PPM (State Tran sportation Improvem ent Program - Plann ing, Progranmting & Monitoring Program)

EA 07 -933748, HPUL-Q065 ( 158)
EA 07-4U4454. HPLUL-6065(1 56)
EA 07-4U4454, HPLUL-6065( 153)
ARV-1 0-()06
6 16 1-002,FIPS#037-9 1 170
626 1-()02,FIPS#037-9 1 170
PPMI2-6065 (1 69)
PPMI3-6065 (177)
07A-()034-14 A I
FR-HSR-009 1-1 1-0 1.00
FR-HSR-0092- I 1-0 1.00
07A0034-1 2 A I
07A0034-1 5 A I
07A0034-I I-A4
ICRIB-A- 13 14-()2 75A0406
ICRIB-A-1 3 14-() 1 75A040 7
STIP 07A0034- I I
07A0034-16 A2

LIGHT RAI L VEH ICLE PROCUREMENT

Raymer to Bernson Double Track PEINEPA
Van Nuys North Platform PFJNEPA
Prop 18 SLPP CNG Bus Procurement
Prop IB PTMIS EA and SLPP

Prop IB- SLPP LRT II- State I Local Partnersh ip
Prop IB PTMISEA , Agreement# 75A0407
Prop IB PTMISEA . Agreement# 75A0407
E:-o:position LRT- II
Prop I B PTMISEA
Prop I B PTMISEA
Prop I B PTMISEA

Division 13
FYI 2-FYJ4 Bus Rehabilitation Prog ram
Total State Grants
Grand Total

AWARD

s

Z, l 52,346
1,755,553
8.702.026
7,332,5 74

Total
135.290
250:94 0

135,290
125,470

226,769

226.769

430,73 0

2 18,202

120,785

82,3 18,589

10,222,823

4,453 ,745,453

1.035,985,963

2, 120,000
25 1,972
2,230,000
180,029
16, 103 ,000
16. 103.()43
7,500,000
7,763 ,000
6,969,000
1,564.000
800,000
38.550.000
46,680,59 1
28,259.000
6,500,000
4,000,000
47,800,000
149.562,779
36,622,8 16
52.976, 128

3,49 1
I 14.054
(2,000)
770
5,462,08 1

-

----

I 46.226,258

362,68 I ,634

-

178,8 16,054
385.495

9,633
256, I 94,270
(1 ,459)
16,41 5
9,706

22 1,260

-

-

9,976,90 1

22 1,260

24,662

362,902,894

256,2 I 8,932

2,793
92.708
( 1,600)
770
5,462,08 1

698
2 1.346
(400)

2,324,398
( 126,63 8)

4,763,094
1,467, 180
1,477. 022
593,589
2.540
59,400,70 1
17. 140.758
149
149
36,7 14,260
55.304.927
(238, 138)
16.0S7.3 16

64 ,08 1,552
486,909,420

178.903

4 16,864, 137

3,455 ,663

1.522.895.383

~998

403 ,672

120,785

2.324.398

472,535 ,3 58

125,470
2 12,528

332323

(1 26,638)
I 1.072,340
(7,762 ,475 )
1.874,2 11
776,2 16
(7,922)
94,84 3,602
34,28 1,5 16
149
149
2 I 6,655,629
59, 862 ,634

4,926.280.8 1 I

-

4 16.864 . 137

6.309.246
(9,229,655)

397. 189
182 ,627
( 10,462)
35,442,90 1
17, 140,758

I 79,94 I ,369
4.5 57.707

3,693 ,801
48 .024,236

200,438,059

286,471 .36 1

563,340,953

542.690,293

Sec accompanying notes to schedule of expend itures of federal and state awards and indcpcndcnt auditors· report on compli ance for each major program; report on internal control ove r compliance: and
report on schedul e of e xpcnditur~s of federal awards requi red by OMB Ci rcular A-1 33, Audits of States, Local Govcmmcnts, and Non-Profit Organ izations
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LOS ANGELES COUNTY
METRO PO LIT AN TRANSPORTATION AUTHORITY

Notes to Schedule of Expenditures of Federal and State Awards
Fiscal year ended June 30, 2014

(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 (LACMT A). 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. LACMT A 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 ofU.S. Office
of Management and Budget (OMB) Circular A-133 , Audits of States, Local Governments, and Non -Profit
Organizations.

(3)

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

Program title
Federal Transit Capital Improvement Grants
Federal Transit Formula Grants
Job Access and Reverse Commute Program
New Freedom Program

(4)

Amount
provided to
subrecipients

CFDA
number

20.500
20.507
20 .516
20.521

$

4,927,965
92,727
1,294,838
570,441

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, LACMT A reimburses state and local funds that were utilized for expenditures for federal
programs. Reimbursements are shown as credit balances in the Schedule.
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LOS ANGELES COUNTY
METRO PO LIT AN TRANSPORTATION AUTHORITY

Notes to Schedule of Expenditures of Federal and State Awards
Fiscal year ended June 30, 2014

(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, nonmonetary 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.

(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.

(7)

Commingled Assistance
The LACMTA receives federal and state funding as a subrecipient through the State of California' s
Department of Transportation (Caltrans). The expenditures reported in the accompanying Schedule for
CFDA 20.205, U.S . Department of Transportation- Highway Planning and Construction (grant #07-4826),
represent commingled federal and state funding received from Caltrans. The sources of funding passed
through Cal trans include state funding from the Traffic Congestion Relief Program (TCRP) and the State
Transportation Program - Local (STPL) and Federal funding from the Federal Regional Surface
Transportation Program (RSTP) and the Safe, Accountable, Flexible, Efficient Transportation Equity Act: a
Legacy for Users (SAFETEA- LU). The program also includes Local Proposition C-25% funding provided
by LACMTA. Because the sources of funding from Caltrans are not separately identifiable, LACMTA's
policy is to report amounts expended under the program first as federal expenditures up to the approved
budgeted amount and then the remaining expenditures will be reported as state expenditures.
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LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION
AUTHORITY

Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2014

(1)

Summary of Auditors' Results

Financial Statements

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

Unmodified opinions

Internal control over financial reporting:
yes

_X_

no

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

yes

_x__

none reported

Noncompliance material to the financial statements:

yes

_X_

no

yes

_x__

no

•

Material weakness(es) identified

•

__

Federal Awards

Internal control over major programs:
•

Material weakness(es) identified

•

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

_x__ yes

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

Unmodified opinions

Any audit findings disclosed that are required to be
reported under Section 51 0(a)
ofOMB Circular A-133:

____.x_ yes

none reported

no

Identification of major programs:
• U.S. Department of Transportation
• Federal Transit Cluster:
• Federal Transit Capital Improvement Grants- CFDA o. 20.500
• Federal Transit Formula Grants- CFDA No. 20.507
• State of Good Repair Grants Program- CFDA No. 20.525
•
•

Clean Fuels - CFDA No. 20.519
National Infrastructure Investments- CFDA

o. 20.933

• U.S. Department of Homeland Security
• Rail and Transit Security Grant Program- CFDA No. 97.075
Dollar threshold used to distinguish between Type A
and Type B programs:
11
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LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION
AUTHORITY

Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2014

_X_

Auditee qualified as low-risk auditee?
(2)

yes

no

Findings Relating to the Basic Financial Statements Reported in Accordance with Government
Auditing Standards
None noted.

(3)

Findings and Questioned Costs Relating to Federal Awards
2014-001- Davis-Bacon Act- Submission of Certified Payrolls
Federal Program Information
Federal Catalog Numbers:
Federal Program Names:
Federal Agency:
Pass-Through Entity:
Federal Award Number and
Award Year:

20.500 and 20.933
Federal Transit Cluster- Federal Transit Formula Grant
National Infrastructure Investments
U.S. Department of Transportation
N/A
CA-04-0190 (2011), CA-79-0001 (2012)

Criteria or Requirement

TITLE 29- LABOR, PART 5- LABOR STANDARDS PROVISIONS APPLICABLE TO
CONTRACTS COVERING FEDERALLY FINANCED AND ASSISTED CONSTRUCTION,
SECTION 5.5 CO TRACT 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://www.dol.gov/esalwhd!formslwh347instr.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 full 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
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LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION
AUTHORITY
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2014

records, without weekly submission to the sponsoring government agency (or the applicant, sponsor, or
owner) .

Condition Found and Context
Management of the Los Angeles County Metropolitan Transportation Authority (LACMTA) 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).
In our sample of 40 certified payrolls and compliance statements for the Federal Transit Cluster, we noted
all of our samples were not received on a weekly basis. We noted that 27 of the exceptions were received
between 2 and 243 days past the due date. For 13 of the samples, we noted that received date stamp on the
documentation for the respective samples were either illegible or not present on the weekly certified payroll
reports. Although the certified payrolls were not received weekly, the LACMT A ultimately received all of
the required certified payrolls for the samples tested.
In our sample of 40 certified payrolls and compliance statements for the National Infrastructure Investments
program, we noted 35 of our samples were not received on a weekly basis. We noted that these exceptions
were received between 1 and 157 days past the due date. Although the certified payrolls were not received
weekly, the LACMT A ultimately received all of the required certified payrolls for the samples tested.

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 from each contractor and subcontractor on a weekly basis and ensure
compliance with the provisions under the Davis-Bacon Act.
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LOS ANGELES COUNTY METRO PO LIT AN TRANSPORTATION
AUTHORITY
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2014

Views of Responsible Officials and Planned Corrective Action

Beginning July 2014, the LACMTA's Diversity & Economic Opportunity Department (DEOD) utilizes an
online labor compliance management system, LCP Tracker. The LCP Tracker allows subcontractors to
submit their Certified Weekly Payroll Reports electronically to assist DEOD in monitoring the submittal of
the payrolls, and other labor compliance prevailing wage required documents. The system has been
customized to automatically send notices to the prime/subcontractors if the payroll reports are not submitted
within the required timeframe.
The DEOD continues to work on strengthening LACMTA's policies and procedures to ensure the receipt
and review of certified payroll reports and the statements of compliance on a weekly basis. LCP Tracker has
assisted the unit tremendously on those projects awarded after the system implementation. The Labor
compliance unit monitors 85% of the active projects manually; these projects were awarded prior to the
online system implementation. DEOD alerts the Prime contractors of their failure to comply, by sending
"Notices of Non-Compliance", Phone calls, and emails. As a secondary measure, DEOD will issue task
orders to Metro's Labor Compliance Bench, on those trouble projects to ensure compliance with the
Davis-Bacon Act provisions.

2014-002- Procurement, Suspension, and Debarment
Federal Program Information
Federal Catalog Numbers:
Federal Program Names:

Federal Agency:
Pass-ThroughEntity:
Federal Award Number and
Award Year:

20.500, 20.933, and 97.075
Federal Transit Cluster - Federal Capital Improvement Grants
ational Infrastructure Investments -Crenshaw/LAX
Rail and Transit Security Grant Program
U.S. Department of Transportation
U.S. Department of Homeland Security
N/A
EA-07-274408 (2010); CA-03-0824 (2010); CA-04-0190 (2011);
CA-04-0232 (2014); CA-79-0001 (2012); 2009-RA-T9-K004
(2009) and EMW-2011-RA-00011-S01 (2011)

Criteria or Requirement

TITLE 49 - TRANSPORTATION, SUBTITLE A - OFFICE OF THE SECRETARY OF
TRANSPORTATION, PART 29 - GOVERNMENT WIDE DEBARMENT AND SUSPENSION
(NONPROCUREMENT), SUBPART B - COVERED TRANSACTIONS, Section 29.220.
"(a)

Covered transactions under this part:
(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.
14
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LOS ANGELES COUNTY METRO PO LIT AN TRANSPORTATION
AUTHORITY

Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2014

(b)

(c)

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."

29 CFR 97- UNIFORM ADMINISTRATIVE REQUIREMENTS FOR GRANTS AND COOPERATIVE
AGREEMENTS TO STATE AND LOCAL GOVERNMENTS, SUBPART C-POST-AWARD
REQUIREMENTS
97.35 - Subawards to debarred and suspended parties.
Grantees and subgrantees must not make any award or permit any award (subgrant or contract) at any tier to
any party which is debarred or suspended or is otherwise excluded from or ineligible for participation in
Federal assistance programs under Executive Order 12549, "Debarment and Suspension."
2 CFR Part 180, Subpart C - Responsibilities of Participants Regarding Transactions Doing Business with
Other Persons
180.300 What must I do before I enter into a covered transaction with another person at the next lower tier?
When you enter into a covered transaction with another person at the next lower tier, you must verify that
the person with whom you intend to do business is not excluded or disqualified. You do this by:
(a)

Checking the EPLS ; or

(b)

Collecting a certification from that person; or

(c)

Adding a clause or condition to the covered transaction with that person.

29 CFR 97- UNIFORM ADMINISTRATIVE REQUIREMENTS FOR GRANTS AND COOPERATIVE
AGREEMENTS TO STATE AND LOCAL GOVERNMENTS, SUBPART C-POST-AWARD
REQUIREMENTS
97.36- Procurement
(b)

Procurement standards.
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LOS ANGELES COUNTY METRO PO LIT AN TRANSPORTATION
AUTHORITY
Schedule of Findings and Questioned Costs
Fiscal year ended June 30,2014

(b)

Grantees and sub grantees will maintain records sufficient to detail the significant history of a
procurement. These records will include, but are not necessarily limited to the following: rationale for
the method of procurement, selection of contract type, contractor selection or rejection, and the basis
for the contract price.

(c)

Competition. (1) All procurement transactions will be conducted in a manner providing full and open
competition consistent with the standards of97 .36. Some of the situations considered to be restrictive
of competition include but are not limited to:
(i)

Placing unreasonable requirements on firms in order for them to qualify to do business,

(ii)

Requiring unnecessary experience and excessive bonding,

(iii)

oncompetitive pricing practices between firms or between affiliated companies,

(iv)

Noncompetitive awards to consultants that are on retainer contracts,

(v)

Organizational conflicts of interest,

(vi)

Specifying only a "brand name" product instead of allowing "an equal" product to be offered
and describing the performance of other relevant requirements of the procurement, and

(vii) Any arbitrary action in the procurement process.

(d)

Methods ofprocurement to be follo wed.

(4)

Procurement by noncompetitive proposals is procurement through solicitation of a proposal from only
one source, or after solicitation of a number of sources, competition is determined inadequate.

(i)

Procurement by noncompetitive proposals may be used only when the award of a contract is infeasible
under small purchase procedures, sealed bids or competitive proposals and one of the following
circumstances applies:
(A)

The item is available only from a single source;

(B)

The public exigency or emergency for the requirement will not permit a delay resulting from
competitive solicitation.

(C)

The awarding agency authorizes noncompetitive proposals; or

(D)

After solicitation of a number of sources, competition is determined inadequate.

(ii)

Cost analysis, i.e., verifying the proposed cost data, the projections of the data, and the evaluation of
the specific elements of costs and profit, is required.

(iii)

Grantees and sub grantees may be required to submit the proposed procurement to the awarding agency
for pre-award review in accordance with paragraph (g) of this section.
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AUTHORITY
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2014

49 CFR Part 661 -Buy America Requirements
661.5 -General requirements.
(a)

Except as provided in § 661.7 and § 661.11 of this part, no funds may be obligated by FT A for a
grantee project unless all iron, steel, and manufactured products used in the project are produced in
the United States.

(b)

All steel and iron manufacturing processes must take place in the United States, except metallurgical
processes involving refinement of steel additives.

(c)

The steel and iron requirements apply to all construction materials made primarily of steel or iron and
used in infrastructure projects such as transit or maintenance facilities, rail lines, and bridges. These
items include, but are not limited to, structural steel or iron, steel or iron beams and columns, running
rail and contact rail. These requirements do not apply to steel or iron used as components or
subcomponents of other manufactured products or rolling stock, or to bimetallic power rail
incorporating steel or iron components.

(d)

For a manufactured product to be considered produced in the United States:
(1)

All of the manufacturing processes for the product must take place in the United States; and

(2)

All of the components of the product must be of U.S. origin. A component is considered of
U. S. origin if it is manufactured in the United States, regardless of the origin of its
subcomponents.

[61 FR 6302, Feb. 16, 1996, as amended at 74 FR 30239, June 25 , 2009]

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 Capital Improvement Grants
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, 2014, we noted 10 contract files did not have certification of
nonsuspension and debarment or EPLS verification within the documentation prior to federal funds being
expended. We were, however, able to verify through the System for Award Management (SAM) that the
respective vendors were not listed on the EPLS as suspended or debarred.
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There were also 6 contracts which were missing the following information:
• 2 contract files were missing support for the history of the procurement, including the evidence of full
and open competition. These contract files were also missing the required and Buy America certification.
• 1 contract file was missing support for the history of the procurement, including the evidence of full and
open competition and of the cost or price analysis.
• 2 contract files were missing support for the history of the procurement, including the evidence of full
and open competition.
• 1 contract file could not be located.
The federal share of expenditures associated with the 6 contracts and purchase orders that are not in
compliance with the procurement requirements amounted to $1 72,073 of the $3 84,087,792 of total federal
program expenditures for the Federal Transit Cluster.
National Infrastructure Investments

In our sample of 3 contracts and purchase orders with values over $25,000 that had expenditures incurred
during the fiscal year ended June 30, 2014, we noted 1 contract file did not have certification of
nonsuspension and debarment or EPLS verification within the documentation prior to federal funds being
expended. We were, however, able to verify through the System for Award Management (SAM) that the
respective vendors were not listed on the EPLS as suspended or debarred.
Rail and Transit Security Grant Program

In our sample of 4 contracts and purchase orders with values over $25,000 that had expenditures incurred
during the fiscal year ended June 30, 2014, we noted 2 contract files did not have certification of
nonsuspension and debarment or EPLS verification within the documentation prior to federal funds being
expended. We were, however, able to verify through the System for Award Management (SAM) that the
respective vendors were not listed on the EPLS as suspended or debarred.
Possible Asserted Cause and Effect

LACMT A has a procurement policy that specifies the requirement guidance for contract above $25 ,000;
however, the procedures were not always followed diligently by the contract administrators. 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.
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Questioned Costs
The amount of questioned costs of $172,023 is comprised of costs related to the corresponding federal
expenditures incurred under the contracts where the contract files had missing documentation as noted above.

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, LACMT A should consider
establishing a central file tracking system to prevent loss of documents and maintenance of contract files.

Views of Responsible Officials and Planned Corrective Action
The LACMTA' s Vendor/Contract Management Department (V/CM) has recently completed a
reorganization which will provide additional management oversight and ensure that files are reviewed
periodically. Also, In September 2014, V/CM implemented Oracle' s Contract Lifecycle Management
System (CLM). The CLM system also known as LACMTA's Contract Information Management System
(CIMS) is an automated on-line tool that provides a central file tracking system for all procurements. The
CIMS system creates a central repository for all contract documents, automate the Procurement checklist
process so each step will be completed for every contract, eliminate paper files, and improve management
oversight.
V/CM and the Third Party Administration Department (TPAD) continues to work on strengthening
LACMT A's policies and procedures to ensure all required documents are included in the procurement file.
In addition, as of June 30, 2014, V/CM issues regular Compliance Bulletins to ensure procurement staff is
informed of changes to the Procurement Policy and Procedures. In January 2015 , V/CM began conducting
mandatory monthly training and information sessions of various procurement topics. V/CM and TPAD will
address the EPLS and other documents as part of the training and Compliance Bulletins to ensure compliance
requirements are being met on all contracts. Management will continue to enforce current policies and
procedures.
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KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618-3391

January 23, 2015

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, 2014, and have issued our
independent accountants ' report on applying agreed-upon procedures thereon dated January 23,
2015.
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)

•

Rapid 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
(FT A) in the Declarations section of the 2013 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.

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

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
January 23, 2015
Page 2 of2
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.
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, 2014 is presented in conformity with the requirements of the Uniform
System of Accounts (USOA) and Reports and Reporting System; Final Rule, as specified in
49 CFR Part 630, Federal Register, January 15, 1993, and as presented in the 2013 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
Irvine, 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 Transit Administration (FT A) has established the following standards with regard to the data
reported for the Federal Funding Allocation Statistics form (FFA-10) of the Los Angeles County
Metropolitan Transportation Authority- Transportation Operating Agency (ID# 9154) (the Authority's)
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 TD report. The data are fully
documented and securely stored.

•

A system of internal controls is in place to ensure the data collection process is accurate 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 FT A or meet FT A 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 performed the procedures, as described in Attachment I to this report, to the data in the
Authority's FFA-10 form for the fiscal year ended June 30, 2014. Such procedures, which were agreed to
and specified by the FT A in the Declarations section of the 2013 Reporting Manual and agreed to by the
Authority, were performed solely to assist the Authority in evaluating whether the Authority complied with
the standards described in the first paragraph of this report and that the information included in the NTD
Report FFA-10 form for the fiscal year ended June 30, 2014 is presented in conformity with the
requirements of the Uniform System of Accounts (USDA) and Records and Reporting System; Final Rule,
as specified in 49 CFR Part 630, Federal Register, January 15, 1993 and as presented in the 2013
Reporting Manual.
This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of the procedures is
solely the responsibility of those parties specified in this report. Consequently, we make no representation
KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(''KPMG International"), a Swiss entity.

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 (VRM), fixed guideway (FG)
directional route miles (FG DRM), Passenger Miles Traveled (PMT), and Operating Expenses (OE) of the
Authority for the fiscal year ended June 30, 2014 for each of the following modes:
•

Motor Buses (Directly Operated)

•

Motor Buses (Purchased Transportation)

•

Rapid Buses (Directly Operated)

•

Heavy Rail (Directly Operated)

•

Light Rail (Directly Operated)

•

Vanpool (Purchased Transportation)

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 information included in the NTD
report on the FFA-10 form for the fiscal year ended June 30, 2014 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 2013 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 information included in the NTD
report for the FFA-10 form for the fiscal year ended June 30, 2014. 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 I and does not
extend to the Authority's annual financial statements or the forms in the Authority's NTD report other than
the FFA-10 form for any date or period. This report is intended solely for the information and use of the
Authority's Board, management and the FTA, and is not intended to be and should not be used by anyone
other than these specified parties.

January 23, 2015
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Attachment I
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Fiscal year ended June 30, 2014

1.

We discussed the 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 2013 Reporting Manual, with the personnel assigned
responsibility of supervising the preparation and maintenance of NTD data (2013 Reporting Manual -

Exhibit 83, Procedure a).
2.

We discussed with the personnel assigned responsibility of supervising the preparation and maintenance of
NTD data the procedures:
•

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 2013 Reporting Manual.

•

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

(2013 Reporting Manual- Exhibit 83, Procedure b).
3.

We inquired from the same personnel noted in procedures 1 and 2 above concerning the retention policy
that is followed by the Authority with respect to source documents supporting the TD data reported on
the Federal Funding Allocation Statistics form (FF A-10), (2013 Reporting Manual - Exhibit 83,
Procedure c).

4.

Based on a description of the Authority's procedures obtained in items 1 and 2 above, we were informed of
the source documents to be retained by the Authority for a minimum of three years (2013 Reporting
Manual- Exhibit 83, Procedure d). For each type of source document selected for testing, we observed
that the source documents existed for fiscal years 2011, 2012, and 2013.

5.

We discussed the system of internal controls, including frequency, with the person responsible for
supervising and maintaining the NTD data. We inquired 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 (2013 Reporting Manual- Exhibit 83,
Procedure e) .

6.

We haphazardly selected a sample of 264 source documents from fiscal year 2014 that support the NTD
data on form FF A-1 0 to test whether supervisors ' signatures were present as dictated by the system of
internal controls. If supervisors' signatures were not required, we inquired how the supervisors ' reviews
were documented. We noted for 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 (2013 Reporting Manual - Exhibit 83, Procedure f) . No
exceptions were noted as a result of performing this procedure.

5
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Attachment I
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Fiscal year ended June 30, 2014

7.

We obtained the worksheets utilized by the Authority to prepare final data that is transcribed onto the
Federal Funding Allocation Statistics form. We compared the periodic data included on the work sheets to
periodic summaries prepared by the Authority. We recalculated the arithmetical accuracy of the
summarizations (2013 Reporting Manual- Exhibit 83, Procedure g).
•

We noted that Purchased Transportation Motor Bus Unlinked Passenger Trips (UPT) transcribed from
the annual summaries to the TD form were incorrect due to a transcription error, which resulted in an
understatement of 207,439 in UPT out of a total of 16,409,880 UPT. The Authority personnel
subsequently corrected the data reported to the NTD.

8.

We discussed the Authority' s procedures for accumulating and recording PMT data in accordance with
NTD requirements with the Authority's staff. We were informed 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 reporting, we were informed that 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 271 0.2A (2013 Reporting Manual- Exhibit 83, 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, we were informed that the Authority conducts sampling annually. We reviewed
NTD documentation for the most recent sampling year (fiscal year 2014), which included the approval of
the Authority's sampling procedure by a qualified statistician, to determine that the Authority' s sampling
procedures meet the requirements stated in FTA Circulars 2710.1A and 2710.2A for Motor Bus and
Vanpool, respectively (2013 Reporting Manual- Exhibit 83, Procedure i).

10.

We obtained from management 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 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 was selected to replace the missed trip (2013 Reporting ManualExhibit 83, Procedure j).

11.

We haphazardly selected a sample of 200 source documents used for accumulating passenger mile data
and observed that they appeared to be 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 (2013 Reporting Manual- Exhibit 83, Procedure k).

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 noted, based on our discussion, that
management represented the stated procedures were followed. (2013 Reporting Manual - Exhibit 83,
Procedure!).
6
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Attachment I
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Fiscal year ended June 30, 2014

13 .

For actual VRM data, the Authority uses vehicle logs to compute VRM data. We read the Authority' s
documented collection and recording methodology and observed that deadhead miles were systematically
excluded from the computation as enumerated in the following procedures for nonfixed routes. 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 (2013 Reporting ManualExhibit 83, Procedure m).
For 2 of the 40 routes tested for Vieola Transit, we noted that the missed miles reported did not agree to the
recomputed amounts, which resulted in an understatement of 0.1 which was the result of a transposition
error and formula error. The exceptions were subsequently corrected by the Authority.
During our testing of 40 routes at MV Transit, a systematic error was identified as MV Transit computed
missed miles based on an old running board/stop by stop schedule, which resulted in incorrect missed
miles reported. The systematic errors were subsequently corrected by MV Transit and 40 additional
samples were selected for testing without further exceptions noted.

14.

For rail modes, we observed the recording and accumulation sheets for actual VRMs and observed that
locomotive miles were not included in the computation (2013 Reporting Manual - Exhibit 83,
Procedure n).

15.

For fixed guideway directional route miles (FG-DRM) reported, we discussed the operations with the
person responsible for maintaining and reporting the NTD data and were informed that operations met
FTA's definition of fixed guideway (FG) (2013 Reporting Manual-Exhibit 83, Procedure o) .

16.

We discussed the measurement ofFG-DRM with the person reporting the NTD data and were informed, in
that interview, that the mileage was computed in accordance with FT A'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 (2013 Reporting Manual- Exhibit 83, Procedure p).

17.

We inquired with the Authority and were informed there were no service interruptions during the year
ended June 30, 2014 (2013 Reporting Manual- Exhibit 83, Procedure q).

18.

We measured a sample of 55.84 miles of FG-DRM reported in fiscal year 2014 from maps or by retracing
route using Google maps and recalculating to within less than one mile of the miles reported as enumerated
below (2013 Reporting Manual - Exhibit 83, Procedure r). No exceptions greater than one mile were
noted.
Route/Line

Metro Red Line (802)
Metro Gold Line (804)
Expo Line
Orange Line

Miles
reported

Mode

Heavy Rail
Light Rail
Motor Bus
Rapid Bus

15.95
13.63
7.57
19.20

7

Recomputation
miles

16.20
13.20
7.56
18.88

Difference

(0.25)
0.43
0.01
0.32

(Continued)

Attachment I
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Fiscal year ended June 30, 2014

19.

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 (2013 Reporting Manual- Exhibit 83, Procedures).

20.

We observed the S-20 form and 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 (2013 Reporting Manual- Exhibit 83, Procedure t).

21.

We compared operating expenses on the FFAD with audited financial data. No exceptions were noted
(2013 Reporting Manual- Exhibit 83, Procedure u).

22.

We inquired of Authority personnel responsible for reporting TD data regarding the amount of purchased
transportation generated fare revenues and agreed the total fair revenues (per invoices) to the amount
reported on the Contractual Relationship Form (B -30) (2013 Reporting Manual- Exhibit 83, Procedure v).
No exceptions were noted.

23.

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, 2014 to invoices provided by the transit agencies for purchased transportation
services for services without exception (2013 Reporting Manual- Exhibit 83, Procedure w).
During our testing we noted that Purchased Transportation Motor Bus net contracted expenditures reported
on Form B-30 were not transcribed correctly, which resulted in an overstatement of $56,458 for Southland
Transit, an overstatement of $4 7,588 for Vieolia Transit and an understatement of $21,546 for MV Transit.
We discussed the exceptions with Authority personnel, who subsequently corrected the data reported to
NTD.

24.

25.

We obtained a copy of the 6 purchased transportation contracts entered into by the Authority to observe
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. No exceptions were noted.
We interviewed the person responsible for maintaining the NTD data regarding the retention of the
executed contract and reviewed all executed contracts and observed that copies of the contracts were
retained for three years (2013 Reporting Manual- Exhibit 83, Procedure x).

4
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We were informed by Authority personnel that the Authority provides services mostly in urbanized areas,
and accordingly, it is not necessary for the Authority to perform an allocation between urbanized and
nonurbanized areas (2013 Reporting Manual- Exhibit 83, Procedure y).
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Attachment I
LOS ANGELES COUNTY METRO PO LIT AN
TRANSPORTATION AUTHORITY
Fiscal year ended June 30, 2014

26.

We compared VRM, PMT, and OE data reported on the FFA-10 form 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 +/-10% . We interviewed Authority personnel regarding the specific operations that led to the
increases and decreases in the data relative to the prior reporting period (2013 Reporting Manual Exhibit 83, Procedure z).
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Attachment B
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, 2014

Heavy rail (directly operated):
Operating data:
Total trains in operation
Total train miles
Total train hours
Total train revenue miles
Total train revenue hours

70
1,492,509
71,929
1,444,892
67' 119

Ridership data:
Total passenger trips
Total passenger miles

50,364,804
254,439,683

Operating expenditures:
Total operating costs
Total farebox revenues

$

10

132,141,653
32,499,585

(Continued)

Attachment B
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, 2014

Light rail (directly operated):
Operating data:
Total trains in operation
Total train miles
Total train hours
Total train revenue miles
Total train revenue hours

144
6,286,449
315,255
6,095,560
295,869

Ridership data:
Total passenger trips
Total passenger miles

63,704,768
412,776,365

Operating expenditures:
Total operating costs
Total farebox revenues

$

11

257 ,979,356
35 ,032,720
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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 30,2014

Motor bus (directly operated):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours

1,751
81,820,481
6,962,634
68,136,079
6,344,735

Ridership data:
Total passenger trips
Total passenger miles

336,042,385
1,359,634,195

Operating expenditures:
Total operating costs
Total farebox revenues

$

12

894,655 ,067
239 ,957,344

(Continued)

Attachment B
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, 2014

Motor bus (purchased transportation):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours

120
6,781,982
517,216
5,511,629
469,696

Ridership data:
Total passenger trips
Total passenger miles

16,409,880
78,084,372

Operating expenditures:
Total operating costs
Total farebox revenues

$

13

40,675,520
8,579,276
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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, 2014

Vanpool (purchased transportation):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours

1,339
31,054,693
696,534
31,054,693
696,534

Ridership data:
Total passenger trips
Total passenger miles

3,983,621
177,435,233

Operating expenditures:
Total operating costs
Total farebox revenues

$

14

24,624,027
17,275,865
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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, 2014

Rapid bus (directly operated):
Operating data:
Total vehicles in operation
Total vehicle miles
Total vehicle hours
Total vehicle revenue miles
Total vehicle revenue hours

33
2,107,340
136,866
2,017,493
130,992

Ridership data:
Total passenger trips
Total passenger miles

9,011,954
56,806,966

Operating expenditures:
Total operating costs
Total farebox revenues

$

15

26,256,530
6,253,855

Attachment C
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9154)
Schedule of Comments and Recommendations
Year ended June 30, 2014
Comment #14-01

Transportation Mode

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 FT A reference
documents, or if there is not adequate documentation and a reliable recordkeeping system.

2013 National Transit Database Reporting Manual, Declarations Module, Declarations Module, Exhibit 83 Federal Funding Allocation Data Review - Suggested Procedure g:

Obtain the worksheets utilized by the transit agency to prepare the final data that are transcribed onto the Federal
Funding Allocation Statistics form. 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

During the course of the agreed upon procedures, we noted that Unlinked Passenger Trip (UPT) was originally
reported as 16,617,319, while the correct amount was 16,409,880. There was an overstatement of207,439. The
error was due to a transcription error and the NTD Form was subsequently corrected to report the correct amount.
Cause and Effect

The exceptions noted appear to have been caused by an insufficient review by individuals independent of those
preparing the NTD final reporting form, which resulted in inaccurate computation ofUPT.
Recommendation

We recommend the Authority enhance the controls over the review of the NTD data to ensure errors are
identified prior to the data being reported.
Management's Response

The Authority will consider increasing its existing review procedures to specifically address any transposition
and arithmetical errors in the calculation used for FT A reporting.
Comment #14-02

Transportation Mode

Motor Bus (Purchased Transportation)
16
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LOS ANGELES COUNTY METRO PO LIT AN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9154)
Schedule of Comments and Recommendations
Year ended June 30,2014
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 FT A reference
documents, or if there is not adequate documentation and a reliable recordkeeping system.

2013 National Transit Database Reporting Manual, Declarations Module, Declarations Module, Exhibit 83 Federal Funding Allocation Data Review - Suggested Procedure m:

For actual vehicle revenue mile (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 VRMs are calculated from schedules, document the procedures used to subtract missed trips.
Select a random sample of the days that service is operated and re -compute the daily total of missed trips
and missed VRMs. Test the arithmetical accuracy of the summarization .

•

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

Condition and Context

In accordance with the suggested procedure contained in the 2013 NTD Reporting Manual, we recalculated the
VRM.
Vieola Transit:
•

For 2 of the 40 routes tested, we noted that the missed miles reported did not agree to the recomputed
amounts, which resulted in an understatement of 0.1. Upon further investigation, we noted the
understatement was the result of a transposition error and formula error. The exceptions were subsequently
corrected by the Authority.

MV Transit:
•

During the course of the agreed upon procedures, a systematic error was identified as MV Transit
computed missed miles based on an old running board I stop by stop schedule, which resulted in incorrect
missed miles reported. The systematic errors were subsequently corrected by MV Transit and additional
samples were selected for testing without further exception noted.
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Attachment C
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9154)
Schedule of Comments and Recommendations
Year ended June 30, 2014
Cause and Effect

The exceptions noted appear to have been caused by an insufficient review by individuals independent of those
preparing the NTD final reporting form, which resulted in inaccurate computation ofVRM.
Recommendation

We recommend the Authority enhance the controls over the review of the NTD data to ensure transposing errors
are identified prior to the data being reported.
Management 's Response

The Authority will consider increasing its existing review procedures to specifically address any transposition
and arithmetical errors in the calculation used for FT A reporting.
Comment #14-03

Transportation Mode

Motor Bus (Purchased Transportation)
Criteria
CODE OF FEDERAL REGULATIONS - TITLE 49 - TRANSPORTATION, CHAPTER VI - FEDERAL
TRANSIT ADMINISTRATION, DEPARTME T 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 FT A reference
documents, or if there is not adequate documentation and a reliable recordkeeping system.

2013 National Transit Database Reporting Manual, Declarations Module, Declarations Module, Exhibit 83 Federal Funding Allocation Data Review- Suggested Procedure w:

•

If the transit agency purchases transportation services, interview the personnel reporting the NTD data
regarding the amount of PT generated fare revenues. The PT fare revenues should equal the amount
reported on the Contractual Relationship form (B-30).
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Attachment C
LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Transportation Operating Agency (ID# 9154)
Schedule of Comments and Recommendations
Year ended June 30, 2014
Condition and Context

We noted that Purchased Transportation Motor Bus net contracted expenditures reported on Form B-30 were not
transcribed correctly, which resulted in an overstatement of $56,458 for Southland Transit, an overstatement of
$47,588 for Veolia Transportation Services, Inc. and an understatement of$21 ,546 for MV Transportation, Inc ..
We discussed the exceptions with Authority personnel, who subsequently corrected the data reported to NTD.
Cause and Effect

The exceptions noted appear to have been caused by an insufficient review by individuals independent of those
preparing the NTD final reporting form, which resulted in net contracted expenditures incorrectly reported .
Recommendation

We recommend the Authority enhance the controls over the review of the
are identified prior to the data being reported.

TD data to ensure transposing errors

Management 's Response

The Authority will consider increasing its existing review procedures to specifically address any transposition
and arithmetical errors in the calculation used for FT A reporting.
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Federal Funding Allocation Data
LA County Small Operators (ID# 9166)
Fiscal year ended June 30, 2014
(With Independent Accountants' Report on
Applying Agreed-Upon Procedures Thereon)

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

Independent Accountants' Report on
Applying Agreed-Upon Procedures

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
The Federal Transit Administration (FTA) has established the following standards with regard to the data
reported for the Federal Funding Allocation Statistics form (FF A -1 0) of the Los Angeles County
Metropolitan Transportation Authority- LA County Small Operators' (ID# 9166) (the Authority' s) 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 FT A 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 data collection process is accurate 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 FT A or meet FT A 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 the transit agency
operations.

We have performed the procedures, as described in Attachment I to this report, to the data in the
Authority's FFA-10 form for the fiscal year ending for the fiscal year ended June 30, 2014. Such
procedures, which were agreed to and specified by the FT A in the Declarations section of the 2013
Reporting Manual and agreed to by the Authority, were performed solely to assist the Authority in
evaluating whether the Authority complied with the standards described in the first paragraph of this report
and that the information included in the NTD Report FFA-10 form for the fiscal year ended June 30, 2014
is presented in conformity with the requirements of the Uniform System of Accounts (USOA) and Records
and Reporting System; Final Rule, as sp ecified in 49 CFR Part 630, Federal Register, January 15, 1993
and as presented in the 2013 Reporting Manual.
This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these procedures
is solely the responsibility of those parties specified in 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.
KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPM G I nternational~) . a Swiss entity.

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, fixed guideway (FG) directional route miles (DRM),
passenger miles traveled (PMT), and operating expenses (OE) of the Authority for the fiscal year ended
June 30, 2014 - 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
Azusa
Baldwin Park
Bell
Bell Gardens
Bellflower
Beverly Hills
Burbank
Carson
Cerritos
Compton
Covina
Cudahy
Downey
Duarte
El Monte
Glendale
Glendora
Huntington Park
Inglewood
Los Angeles County Department of Public Works (LACDPW) -Avocado Heights
2

LACDPW- East Los Angeles (LA)
LACDPW- East Valinda
LACDPW- King Medical Center
LACDPW- South Whittier
LACDPW- Whittier
LACDPW- Willowbrook
LACDPW- Willowbrook Shuttle
Lawndale
Lynwood
Malibu
Manhattan Beach
Maywood
Monrovia
Monterey Park
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
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 information included in the NTD
report on the FFA-10 form for the fiscal year ended June 30, 2014 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 2013 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# 9166 information included in the NTD
report for the FFA-10 form for the fiscal year ended June 30, 2014. 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 I and does not
extend to the Authority's annual financial statements or the forms in the Authority' s NTD report other than
the FF A-10 form for any date or period.
3

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

December 4, 2014
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
Federal Funding Allocation Data
LA County Small Operators (ID# 9166)
Fiscal year ended June 30, 2014

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 2013 Reporting Manual, with the personnel assigned
responsibility of supervising the NTD data preparation and maintenance at each jurisdiction (2013
Reporting Manual-Exhibit 83, Procedure a) .

2.

We discussed with the personnel assigned responsibility of supervising the preparation and maintenance of
NTD data the procedures addressing:
•

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 and 3 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 2013 Reporting Manual. (2013 Reporting Manual - Exhibit 83,
Procedure b).

3.

We inquired from the same personnel concerning the retention policy that is followed by the Authority ' s
service providers/jurisdictions with respect to source documents supporting the TD data reported on the
Federal Funding Allocation Statistics form (FF A-10) (2013 Reporting Manual- Exhibit 83, Procedure c) .

4.

Based on a description of the Authority's service providers/jurisdictions' procedures obtained in items 1
and 2 above, we identified the source documents to be retained by the service providers for a minimum of
three years (2013 Reporting Manual- Exhibit 83, Procedure d). For each type of source document, we
observed that the source document exists for 2013 , 2012, and 2011, with the exception ofthe following:

5.

•

LACDPW-Avocado Heights Motor Bus- During our testing, we noted the county was unable to
provide trip sheets for April 20, 2011.

•

LACDPW-East Valinda Motor Bus- During our testing, we noted the county was unable to provide
trip sheets for April 20, 2011.

•

Maywood Demand Response - During our testing and due to a transition between contractors, the
city was unable to provide trip sheets, daily summaries, monthly summaries, annual summaries,
monthly invoices and/or NTD reports for the following dates: 9/ 13/2010, 2/23/2011, 4/20/2011,
10/20/2011,3/8/2012,6/27/2012,8/16/2012, 11/7/2012 and 5/21/2013.

•

Monterey Park Motor Bus - During our testing, the city was unable to provide the trip sheet for
April 20, 2011.

We discussed the system of internal controls, including frequency, with the personnel responsible for
supervising and maintaining the NTD data. We inquired whether the individuals, independent of the
individuals preparing the source documents and posting the data summaries, review the source documents
5
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY

Federal Funding Allocation Data
LA County Small Operators (ID# 9166)
Fiscal year ended June 30, 2014

and data summaries for completeness, accuracy, and reasonableness (2 013 Reporting Manual- Exhibit 83,
Procedure e).
6.

We haphazardly selected a sample of 148 source documents to observe 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 (2013 Reporting Manual- Exhibit 83, Procedure
f) .
We noted that one of the source documents sampled was not physically signed by a supervisor as that
document was either generated electronically, or a signature was not required at the following jurisdiction:
Aval on Demand Response Taxi.

7.

We obtained the work sheets utilized by the Authority to prepare the final data that is transcribed onto the
Federal Funding Allocation Statistics form. 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 (2013 Reporting Manual - Exhibit 83, Procedure g).
During our testing, we noted the data transcribed was not consistent with the monthly details of vehicle
revenue miles (VRM), 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:
Avalon Demand Response Taxi; Azusa Demand Response; Bell Demand Response Taxi; Cudahy Motor
Bus; Glendora Motor Bus and Demand Response; LACDPW -King Medical Center Motor Bus; Maywood
Demand Response; and South Gate Motor Bus.

8.

We discussed the Authority' s procedures for accumulating and recording PMT data in accordance with
NTD requirements with the Authority' s staff. We noted 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 2710.2A (2013 Reporting Manual - Exhibit 83, 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 2014) and determined that it meets the requirements stated in
FTA Circulars 2710.1A and 2710.2A for Motor Bus and Demand Response, respectively (2013 Reporting
FTA Manual- Exhibit 83, Procedure i) .

10.

We obtained a description of the sampling procedures utilized for estimation ofpassenger 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,
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LA County Small Operators (ID# 9166)
Fiscal year ended June 30, 2014

time, and day of the week are selected to replace the missed trip (2013 Reporting Manual- Exhibit 83,
Procedure }) .
11.

We haphazardly selected a sample of 148 source documents used for accumulating PMT data and
determined that they were complete (i.e., all required data was recorded) and that the PMT computations
were mathematically accurate. PMT data for Motor Bus is computed annually by determining average trip
length (ATL) and multiplying the ATL by the total trips reported. 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 (2013 Reporting Manual Exhibit 83, Procedure k).
During our testing, we noted that incorrectly Agoura Hills Motor Bus; Carson Motor Bus; Glendale Motor
Bus; Glendora Demand Response; Inglewood Demand Response; LACDPW - East LA Motor Bus;
LACDPW- Willowbrook Shuttle Motor Bus; Pasadena Demand Response; Pomona Valley Transportation
Authority Demand Response Taxi; South Gate Motor Bus; and West Hollywood Motor Bus 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 from the calculation of VRM with the Authority' s staff and noted, based on our discussion, that
management represented the stated procedures are followed (2013 Reporting Manual - Exhibit 83,
Procedure l).

13.

For actual VRM data, we read the documented collection and recording methodology to determine whether
the methodology required that deadhead miles be systematically excluded from the computation. The
Authority uses vehicle logs to compute VRM data, and as such, we haphazardly selected a sample of 148
vehicle logs and recalculated VRM for the selected trip, excluding deadhead mileage (2013 Reporting
Manual- Exhibit 83, Procedure m).
During our testing, we noted Agoura Hills Motor Bus; Bellflower Motor Bus; Carson Motor Bus; Cudahy
Motor Bus; and Monterey Park Motor Bus calculated the VRM incorrectly. The jurisdictions subsequently
corrected the errors.

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 (2013 Reporting Manual- Exhibit 83, Procedure u) .

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 (per
invoices) for each jurisdiction to the amount reported on the Contractual Relationship Form (B -30) (2013
Reporting Manual-Exhibit 83, Procedure v) .
During our testing, we noted an overstatement of $1 ,407 for Agoura Hills Demand Response due to the
result of Senior Concern fares not credited for eleven months. The error was subsequently corrected.
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During our testing, we noted an understatement of $1,248 for Bell Demand Response Taxi due to the
exclusion of collected fare revenue on the monthly invoices. The error was subsequently corrected.
During our testing, we noted an understatement of $3,232 in the net fare revenue for Carson Demand
Response Taxi due an exclusion of fare revenues from June 10 to June 30, 2014. The error was
subsequently corrected.
During our testing, we noted net fare revenue was understated by $482 for Compton Motor Bus due to a
transcription error. The error was subsequently corrected.
During our testing, we noted net fare revenue was understated by $5 for Cudahy Demand Response Taxi
due to a transcription error. The error was subsequently corrected.
During our testing, we noted fare revenue was overstated by $1,485 for Downey Motor Bus due to the
double counting of fare revenue generated from the Lynk books, a new service added this year. The error
was subsequently corrected ..
During our testing, we noted net fare revenues were understated by $75 for Glendora Motor Bus and
overstated by $76 for Glendora Demand Response due to an incorrect allocation of the percentage of
revenue. The error was subsequently corrected.
During our testing, we noted net fare revenue was overstated by $272 for Lawndale Motor Bus due to a
mathematical error. The error was subsequently corrected.
During our testing, we noted net fare revenue was understated by $319 for Monterey Park Motor Bus due
to an input error. The error was subsequently corrected.
During our testing, we noted net fare revenue was understated by $2 for West Covina Motor Bus due to a
mathematical error. The error was subsequently corrected.
During our testing, we noted net fare revenue was understated by $662 for Whittier Demand Response due
to an input error. The error was subsequently corrected.
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 agreed
the expenditures reported by the Authority during the fiscal year ended June 30, 2014 to invoices provided
by the aforementioned transit agencies for purchased transportation services for services and agreed the PT
fare revenues to the amount reported on the Contractual Relationship form (B-30) (2013 Reporting Manual
-Exhibit 83, Procedure w).
During our testing, we noted that the net PT expense was understated by $8,544 for Bell Demand Response
Taxi due to an exclusion of the June 2014 invoice amount and implementation fees on the July 2013
invoice. The errors were subsequently corrected.
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During our testing, we noted that net PT expense was overstated by $74,058 for Carson Demand Response
Taxi due to an inclusion of fare revenues within the Net Contract Expenditures total. This error was
subsequently corrected.
During our testing, we noted that net PT service expense was overstated by $7,974 and $55,967 for
Downey Motor Bus and Demand Response, respectively. Upon discussions with the city, the discrepancy
noted was due to the city incorrectly adding the consulting services as part of the net contract expenditures
instead of adding them with the other costs incurred by the buyer. These errors were subsequently
corrected.
During our testing, we noted that the net PT expenses for fiscal year 2014 were initially overstated by
$45,566 for Huntington Park Motor Bus. The discrepancy resulted from the inclusion of DR Contract
Expenditures in the MB Contract Expenditures total, and the exclusion of monthly lease payments from the
Contract Expenditures. This error was subsequently corrected.
During our testing, we noted that the net PT expenses for fiscal year 2014 were initially overstated by
$127,451 for Palos Verdes Transit Authority Motor Bus due to the inclusion of the City contractor' s
"Other Cost incurred by the Buyer" within the Net Contract Expenditures total. This error was
subsequently corrected.
During our testing, we noted that the net PT expenses for fiscal year 2014 were initially understated by
$3,318 for Rosemead Demand Response and by $3,4 7 6 for Rosemead Motor Bus due to an exclusion of
PT service expenses in October 2013 . This error was subsequently corrected.
During our testing, we noted that the net PT expenses for fiscal year 2014 were initially overstated by $948
for South Gate Demand Response Taxi due to the exclusion of adjustments made to the June 2014 monthly
invoice. This error was subsequently corrected.
During our testing, we noted that the net PT expenses for fiscal year 2014 were initially understated by
$5,651 for West Hollywood Motor Bus due to an exclusion of fuel adjustments and other additional fees .
This error was subsequently corrected.
During our testing, we noted that the total PT expenses for fiscal year 2014 were initially both overstated
and understated due to clerical and transcription errors, but were subsequently corrected, for the followin g
jurisdictions: Alhambra Demand Response; Bell Demand Response; Bellflower Demand Response;
Cudahy Demand Response Taxi; Inglewood Demand Response Taxi; Lawndale Motor Bus; and Whittier
Demand Response.
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17.

We obtained copies of all of the PT contracts to observe 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 observe whether copies of the
contracts are retained for three years (2013 Reporting Manual- Exhibit 83, Procedure x).
During our testing, we noted that there were no executed contracts, for all or part of the fiscal year ended
June 30, 2014, between the contractors and the following jurisdictions: Artesia Demand Response; Avalon
Demand Response Taxi and Motor Bus; and West Covina Demand Response and Motor Bus.

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 (2013 Reporting Manual - Exhibit 83, Procedure y) .

19.

We compared the data reported on Total Modal Operating Expenses data (F-30, line 11, column e), Actual
Vehicle Revenue Miles, and Passenger Miles Traveled (S -10, lines 12 and 20, column d) to comparable
data for the prior report year and calculate the percentage change from the prior year to the current year.
We inquired of Authority personnel of changes in VRM, PMT, or OE data, as compared to the prior year
data, for changes that increased or decreased by more than 10%, or FG DRM data that have increased or
decreased. We interviewed Authority personnel regarding the specifics of operations that led to the
increases or decreases in the data relative to the prior reporting period and documented these explanations
in our work papers (2013 Reporting Manual- Exhibit 83, Procedure z).

20.

The following 2013 Reporting Manual, Exhibit 83 procedures were not applicable to the Authority's
service providers/jurisdictions and, therefore, were not performed:
•

Procedures "n", "o", "p", "q", "r", "s", and "t" .
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Independent Auditors' 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 Cmmty Metropolitan Transportation Authority:
We have audited, in accordance with the 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, the fmancial 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 (LACMT A) as of and for the year ended
June 30, 2014, which collectively comprise LACMTA's basic financial statements and have issued our
report thereon dated December 19, 2014.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered LACMTA's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances 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. Accordingly, we do
not express an opinion on the effectiveness ofLACMTA's internal control.

A deficiency in internal control 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, such that there is a reasonable possibility that a material misstatement of
the entity's fmancial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether LACMTA's financial statements are free from
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, 2014, and
the allocation instructions and resolutions of the Los Angeles County Metropolitan Transportation
Authority (as Planning Agency) as required by Section 6667 of the California Government Code,

KPMG LLP is a Delaware hm•t ed le ab th ty part ners he p.
the U.S. member firm of KPMG International Cooperative
("KPMG International"), a Swiss entlty

•

noncompliance with which could have a direct and material effect on the determination of fmancial
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 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, 2014, and the related notes to the financial statements, which collectively comprise LACMTA's
basic financial statements. We issued our report thereon dated December 19, 2014, which contained
unmodified opinions on those financial statements. Our audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the basic fmancial statements. The
accompanying 50% expenditure limitation schedule is presented for purposes of additional analysis and is
not a required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the basic fmancial statements. The information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the 50% expenditure limitation schedule is fairly stated in all material respects in relation to the basic
financial statements as a whole.
Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the LACMTA's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the LACMTA's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Los Angeles, California
December 19,2014
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LOS ANGELES COUNTY METROPOLITAN
TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
OPERATIONS AGENCY
50% Expenditure Limitation Schedule
Fiscal year ended June 30, 2014
(Amounts expressed in thousands)

1 Total operating cost
2 Total capital requirements
3 Total debt service
4

$

Total of lines 1, 2, and 3

1,385,598
1,410,266
484,640
3,280,504

5 Less federal grant received
6 Less State Transit Assistance (STA) funds received

397,636
114,73 1

7

Total of lines 5 and 6

512,367

8

Total of line 4less line 7

2,768,137

50% of line 8

1,384,069

Total permissible Local Transportation Fund expenditures

$

1,384,068
==========

See accompanying independent auditors' 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 .
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KPMG LLP
Suite 1500
550 South Hope Strt>e .
Los Angeles, CA 90071-2629

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 Government Auditing Standards and
Report on Schedule of Revenues, Expenditures and Changes in Fund Balances

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited, in accordance with the 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, 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 or the year ended
June 30, 2014, which collectively comprise LACMTA's basic financial statements, and have issued our.
report thereon dated December 19, 2014. These financial statements include LACMTA' s Transportation
Development Act Special Revenue Fund (TDA Fund) and the Public Transportation Modernization
Improvement and Service Enhancement Account (PTMISEA Fund), which were audited as major
governmental funds.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered LACMTA's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of LACMTA's internal control. Accordingly, we do
not express an opinion on the effectiveness ofLACMTA's internal controL
A deficiency in internal control 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 wealmess is a deficiency, or combination of
deficiencies, in internal control, 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. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe ·
than a material weakness, yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

I<PMG LLP •s a Oe l awar~ IHT\I t&d l• ablllty partnersn•P.
the U.S. member firm of KPMG lnternat•onal Cooperat•ve
("KPMG lnternat•onal"), a SWISS entrty.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether LACMTA' s TDA Fund and PTMISEA Fund
financial statements are free from material misstatement, we performedtests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, including applicable provisions of the
California Code of Regulations (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 Government Auditing Standards.

Report on Schedule of Revenues, Expenditures and Changes in Fund Balances

We have audited the fmancial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the LACMT A as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively comprise LACMTA' s
basic financial statements. We issued our report thereon dated December 19, 2014, which contained
unmodified opinions on those fmancial statements. Our audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the basic financial statements. The
accompanying schedule of revenues, expenditures, and changes in fund balances is presented for purposes
of additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the schedule of revenues, expenditures, and changes in fund balances is fairly
stated in all material respects in relation to the basic financial statements as a whole.
Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the LACMT A's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the LACMTA's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Los Angeles, California
December 19, 2014
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
AND

PROP lB PTMISEA PLANNING AGENCY
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Year ended June 30, 2014
(Amounts expressed in thousands)
Trans~ortation Develo~ment

Planning
Revenues:
Local grants and contracts
Intergovernmental
Investment income
Net appreciation in fair value
of investment

$

4,839

Administration
$

3,661

$

Act
Total
8,500

PTMISEA
$
153,636
112
21

Total revenues
Expenditures
Total expenditures

4,839

3,661

8,500

4,839

3,661

8,500

4,839

3,661

8,500

153,769

Excess of revenues
over expenditures

153,769

Other financing uses:
Transfer out

~203,808)

{203,808~

Total other financing uses
Net change in fund balances

(50,039)

Fund balances - beginning of year
Fund balances - end of year

158,943
$

$

$

$

See notes to schedule of revenues, expenditures, and changes in fund balances, and report on internal control
over financial reporting and on compliance with the California Code of Regulations (Sections 664<k5662)
and other matters based on an audit of financial statements performed in accordance with Government
Auditing Standards and report on schedule of revenues, expenditures, and change in fund balances.
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
AND

PROP lB PTMISEA PLANNING AGENCY
Notes to Schedule of Revenues, Expenditures, and Changes in Fund Balances
Year ended June 30,2014

(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. LACMT A 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 from 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 from the Treasurer's
Office to claimants for transit projects that are in accordance with the Code.

Basis ofAccounting
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 lB PTMISEA
The Public Transportation Modernization, Improvement and Service Enhancement Account (PTMISEA
Fund) was created by the Highway Safety, Traffic Reduction, Air Quality, and Port Security Bond Act of
2006. Ofthe $19.925 billion available to Transportation, $3.6 billion dollars was allocated to PTMISEA to
be available to transit operators over a ten-year period. PTMISEA funds may be used for transit
rehabilitation, safety or modernization improvements, capital service enhancements or expansions, new
capital projects, bus rapid transit improvements, or rolling stock (buses and rail cars) procurement,
rehabilitation or replacement. Funds in this account are appropriated annually by the Legislature to the
State Controller's Office (SCO) for allocation in accordance with Public Utilities Code formula
distributions: 50% allocated to Local Operators based on fare box revenue and 50% to Regional Entities
based on population.

Basis ofAccounting
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.
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KPMGLLP
Suite 1500
550 South Hope Sueet
Los Angeles. CA 90071-2629

In dependent Auditors' Report
The Board of Directors
Los Angeles County Metropolitan Transportation Authority:

Report on the Financial Statements
We have audited the accompanying fmancial statements of the State Trd!lsit Assistance Fund lthc STA
Fund), a special revenue fund of the Los Angeles County Metropolitan Transportation Authority
(LACMTA), as of and for the years ended June 30, 2014 and 2013, and the related notes to the financial
statements, which collectively comprise the STA Fund's basic financial statements as listed in the table of
contents.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.
Auditors' Responsibility
Our responsibility is to express an opinion 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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the fmancial statements referred to above present fairly, in all material respects, the
financial position of the STA Fund as of June 30, 2014 and 2013, and the changes in its fmancial position
for the years then ended in accordance with U.S. generally accepted accounting principles.

KPM G LLP is a Delawa re hmat ed ha01hty pa rt nershi p,
the U S. member firm of KDMG lnternatK>nal Cooperatrve
(" <:PMG ln t em atJonaiM ), a Sw•ss entity.

Emphasis ofMatter
As discussed in note 1, the financial statements present only the STA Fund and do not purport to, and do
not, present fairly the financial position of LACMTA, as of June 30, 2014 and 2013, or the changes in
financial position, or where applicable, its cash flows for the years then ended in accordance with
U.S. generally accepted accounting principles. Our opinion is not modified with respect to this matter.

Other M alters
Required Supplementary Information
U.S. generally accepted accounting principles require that management's discussion and analysis and
budgetary comparison information on pages 3-5 and 10 be presented to supplement the financial
statements. Such information, although not a part of the financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Supplementary and Other Information
Our audit was conducted for the purpose of forming an opinion on the STA Fund' s financial statements
that collectively comprise the STA Fund's basic financial statements. The accompanying supplementary
schedules on pages 11-12 are presented for purposes of additional analysis and are not a required part of
the basic financial statements.
The supplementary schedules have not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated December 19,
2014 on our consideration of the STA Fund's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the STA Fund's internal control over
financial reporting and compliance.

Los Angeles, California
December 19, 2014
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Management's Discussion and Analysis
Fiscal year ended June 30,2014 and 2013
(Amounts expressed in thousands)
(Unaudited)

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 ofTransportation of the State of California
(the State). Sales tax revenues of the STA Fund represent an allocation of sales tax on gasoline and diesel
fuel collected by the State Board of Equalization in the State of California. Expenditures from 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.
Our discussion and analysis ofSTA Fund's financial performance presents an overview of the STA Fund's

financial activities during the fiscal year ended June 30, 2014. We encourage readers to consider
information present here in conjunction with the financial statements (beginning on page 7). The basic
financial statements, notes to the basic financial statements, and this discussion and analysis were prepared
by management and are the responsibility of the management.
All amounts are expressed in thousands of dollars unless otherwise indicated.
2014 Financial Highlights
•

Revenues exceeded expenditures by $100,256.

•

Sales tax collected for the year increased by $574 or 0.49% compared with prior year. The increase
was due to a higher sales tax allocation received from the State of California. Similarly, investment
income decreased by $26 or 13% due to lower amounts of funds available for investments.

•

Total expenditures and other financing sources (uses) of funds decreased by $3,728 or 3% compared
with prior year. The decrease was primarily due to transfers in of funds from Prop A Discretionary
Bus (95%x40%) subsidy allocations.

2013 Financial Highlights
•

Expenditures exceeded revenues by $92,211.

•

Sales tax collected for the year decreased by $514 or 0.44% compared with prior year. The decrease
was due to lower allocation received from the State of California. Similarly, investment income
increased by $76 or 64% due to favorable market conditions.

•

Total expenditures and other financing sources (uses) of funds decreased by $9,455 or 7% compared
with prior year. The decrease was due to lower subsidy allocations.

Overview of Financial Statements
This discussion and analysis serves as an introduction to the basic financial statements. The STA Fund's
basic financial statements comprised two components: (1) the fund fmancial statements and (2) the notes to
3

(Continued)

LOS ANGELES COUNTY
METROPOUTAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Management's Discussion and Analysis
Fiscal year ended June 30,2014 and 2013
(Amounts expressed in thousands)
(Unaudited)

the basic fmancial statements. This report also contains other supplemental information in addition to the
basic financial statements.
The condensed balance sheets shows STA's assets and liabilities as of June 30, 2014, 2013, and 2012. The
difference between the assets and liabilities are reported as fund balance. The fund balance may serve as a
useful indicator of the STA Fund's fmancial health.
The comparative statements of revenues, expenditures, and changes in fund balances for the fiscal years
showed the underlying events of activities of the fund that impacted the fund balances.
Condensed Balance Sheets
2014

Total assets
Total liabilities
Fund balances
Total liabilities and fund balances

$

49,955
46,235
3,720
49,955

2012

2013

$

46,215
33,020
13,195
46,215

$

49,049
22,103
26,946
49,049

As of June 30, 2014, STA's fund balance of $3,720 represents funds available for future payments.

Total assets increased $3,740 or 8% as of June 30, 2014 compared to June 30, 2013 primarily due from
other funds in fiscal year 2014. Total liabilities increased $13,215 or 40% as of June 30, 2014 compared to
June 30, 2013 were primarily due to $13,926 or 50% increase in due to other funds as a result of undrawn
billings from the Enterprise fund for fiscal year 2014 operating subsidy.
Total assets decreased $2,834 or 6% as of June 30, 2013 compared to June 30, 2012 primarily due to
decrease in sales tax receivables as a result oflower allocation received in fiscal year 2013. Total liabilities
increased $10,917 or 49% as of June 30, 2013 compared to June 30, 2012 were primarily due to a $5,177
increase in accounts payable and accrued liabilities as a result of accrual of transportation subsidies and a
$5,740 or 26% increase in due to other funds as a result of undrawn billings from the Enterprise fund for
fiscal year 2013 operating subsidy.
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Management's Discussion and Analysis
Fiscal year ended June 30, 2014 and 2013
(Amounts expressed in thousands)
(Unaudited)

Condensed Statement of Revenues and Expenditures and Changes in Fund Balances

2014
Revenues
Expenditures and other financing
sources (uses) of funds

117,290

$

Excess of revenues over
expenditures
Fund balances - beginning of year
Fund balances - end of year

$

2013
$

116,742

2012
$

117,180

(126,765)

(130,493)

(139,948~

{9,475)

(13,751)

(22,768)

13,195

26,946

49,714

3,720

$

13,195

$

26,946

Total revenues decreased $548 or 0.47% during fiscal year 2014 were primarily due to higher sales tax
allocations received from the State of California. Investment income decreased by $26 or 13% was
primarily due to lesser temporary funds available for investments during fiscal year 2014. Expenditures
and other financing uses decreased $3,728 or 3% during fiscal 2014 were primarily due to the transfer of
funds from Prop A Discretionary Bus (95%x40%).
Total revenues decreased $438 or 0.4% during fiscal2013 were primarily due to lower sales tax allocations
received from the State of California. Investment income increased by $76 or 64% due to favorable market
conditions during fiscal2013. Expenditures and other financing uses decreased $9,455 or 7% during fiscal
2013 were primarily due to lower subsidy allocations.
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUmORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Balance Sheets
June 30, 20 14 and 2013
(Amounts expressed in thousands)

2014

Assets
$

Cash and cash equivalents
Interest receivable
Sales tax receivables
Due from other funds
Total assets

2013

12,130
36
32,268
5,521

$

19,953
35
26,227

49,955

$

46,215

4,466
41,769

$

5,177
27,843

$=========
Liabilities

Accounts payable and accrued liabilities
Due to other funds

$

Total liabilities
Fund balances:
Restricted
Total fund balances

$

Total liabilities and fund balances

See accompanying notes to the financial statements
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46,235

33,020

3,720

13,195

3,720

13,195

49,955

========

$

46,215

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Statement of Revenues, Expenditures, and Changes in Fund Balances
Years ended June 30, 2014 and 2013
(Amounts expressed in thousands)
2013

2014

Revenues:
Sales tax
Investment income

$

Total revenues
Expenditures:
Transportation subsidies
Excess of revenues over expenditures
Other fmancing sources (uses):
Transfers in
Transfers out
Total net other financing uses
Net change in fund balances
Fund balances - beginning of year
Fund balances - end of year

117,122
168

7

116,548
194

117,290

116,742

17,034

24,531

100,256

92,211

5,000
(114,731)

(105,962)

(109,731)

(105,962)

(9,475)

(13,751)

13,195

26,946

3,720
$========

See accompanying notes to financial statements.

$

$

13,195

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Notes to the Financial Statements
June 30, 2014 and 2013

(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 from 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.

(b)

Basis ofAccounting
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.

(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.

(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, 2014 and 2013, 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.
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Notes to the Financial Statements
June 30,2014 and 2013

(/)

Sales Tax Receivable
Sales tax receivables represent uncollected amounts from the allocation of retail sales tax on gasolin~
and diesel fuel collected by the State Board ofEqualization in the State of California.

(2)

Cash and Investments
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 available for withdrawal from the Treasurer's pool upon
demand.
STA Fund's pooled cash and investments with the Treasurer amounted to $12,130 at June 30, 2014 and
$19,953 at June 30, 2013. The County Board of Supervisors provides regulatory oversight for the
Treasurer. 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, 2014 and 2013.
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, CA 90012.

(3)

Sales Tax Receivable
As of June 30, 2014 and 2013, the STA Fund has a receivable of $32,268 and $26,227, respectively, due
from the State for the fourth quarter allocation.

(4)

Due to/from Other Funds
Due to or from 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, 2014 and 2013, the STA
Fund had a payable to the LACMTA's Enterprise Fund in the net amount of $41,769 and $27,843,
respectively. As of June 30, 2014, the STA Fund had receivables from Prop A Discretionary Bus Fund
(95%x40%) and Enterprise Fund of $5,000 and $521, respectively, for a total of $5,521. There was no
related receivable at June 30,2013.

(5)

Interfund Transfers
Transfers represent permanent, legally authorized transfers from a fund receiving revenue to the fund
through which resources are to be expended. These transfers represent operating and capital subsidies
given out from one fund to another fund. For the years ended June 30, 2014 and 2013, the STA Fund
transferred $114,731 and $105,962, respectively, to LACMTA' s Enterprise Fund and during 2014,
received $5,000 from Prop A Fund.

(6)

Sales Tax Revenue
Sales tax revenue represents amounts from the allocation of retail sales tax on gasoline and diesel fuel
collected by the California State Board of Equalization. For the years ended June 30, 2014 and 2013, the
STA Fund received an allocation of$117,122 and $116,548, respectively.
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LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Year ended June 30,2014
(Amounts expressed in thousands)
Original and
final budget
Revenues:
Sales tax
Investment income

$

Total revenues

115,528

Variance with
final bud~et

Actual
$

117,122
168

$

1,594
168

115,528

117,290

1,762

16,502

17,034

(532)

Total expenditures

16,502

17,034

~532)

Excess of revenues over expenditures

99,026

100,256

1,230

(115,2632

5,000
(114,731)

5,000
532

~115,2632

(109,731)

5,532

(16,237)

(9,475)

6,762

13,195

13,195

Expenditures:
Transportation subsidies

Other financing sources (uses):
Transfers in
Transfers out
Total net financing (uses)
Net change in fund balances
Fund balances - beginning of year
Fund balances- end of year

$

See accompanying independent auditors' report
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(3,042)

$

3,720

$

6,762

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Supplemental Schedule of Allocations
Years ended June 30, 2014 and 2013
(Amounts expressed in thousands)
(Unaudited)
Operating
6730 ~a~

PUC Code
Jurisdiction:
Arcadia
Claremont
Commerce
Culver City
Foothill Transit
Gardena
La Mirada
Montebello
Long Beach
LACMTA
Norwalk
Redondo Beach
Santa Monica
Torrance
Total STA fund allocations

$

$

Capital
6730 ~b~

50
39
48
886
3,913
915
20
1,444
3,940
47,644
546
119
3,479
1,102

$

64,145

$

Rail
6730 (c!
$

2014
Total
$

50
39
48
886
3,913
915
20
1,444
3,940
99,108
546
119
3,479
I 102

$

115,609

51,464

$

See accompanying independent auditors' report.
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51,464

2013
Total
$

62
43
58
1,098
4,890
1,114
27
1,771
4,913
115,854
700
154
4,318
1,369

$ -====1=36=,3=7...
1 ...

LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY
STATE TRANSIT ASSISTANCE
SPECIAL REVENUE FUND
Supplemental Schedule of Expenditures and Transfers
Years ended June 30,2014 and 2013
(Amounts expressed in thousands)
(Unaudited)

FY2014
Operating
6730 {a~

PUC Code
Jurisdiction:
Arcadia
Claremont
Commerce
Culver City
Foothill Transit
Gardena
La Mirada
Long Beach
LACMTA
Montebello
Norwalk
Redondo Beach
Santa Monica
Torrance
Total STA fund expenditures
and transfers

$

66

$

$

74,046

·-

6730 {c~

$

-

50
63
886
3,913
915
27
3,940
57,457
1,444
546
158
3,479
1,102

FY2013

Rail

Capital
6730 {b~

-

-

Total

$

-

-

Ill

( 10)

57,284

-

--

-

-

9
15

$

435

$

57,284

See accompanying independent auditors' report.
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66

$

50
63
1,196
3,913
1,026
27
3,940
114,731
1,444
546
167
3,494
I 102

-

310

Operating
6730 {al

$

131 ,765

$

Capital
6730 {bl

56
38
53
1,275
5,715
1,290
38
5,715
50,466
1,379
816
140
5,016
1,590

$

73,587

$

144

Rail
6730 {cl

$

-

$

200
38
53
1,275
5,715
1,290
38
5,715
105,962
2,498
816
140
5,063
1,690

$

130,493

-

-

-

-

-

--

-

-

-

-

II
1,119

55,485

--·

-

-

-

47
100
1,421

Total

$

55,485

..

~

KPMG llP
Suite 1500
550 South hope Street
Los Angeles. CA 90071-2629

in dependent Auditors' Report on Compliance

The Board of Directors
Los Angeles County Metropolitan Transportation Authority:
We have audited, in accordance with the 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, the financial statements of the State Transit
Assistance Fund (the STA Fund), a special revenue fund of the Los Angeles County Metropolitan
Transportation Authority (LACMTA), which comprise the balance sheets as of June 30, 2014 and 2013,
and the related statement of revenues, expenditures and changes in fund balances for the years then ended,
and have issued our report thereon dated December 19,2014.
In connection with our audits, nothing came to our attention that caused us to believe that LACMTA failed
to comply with the terms, covenants, provisions, or conditions of Section 6751 of the California Code of
Regulations. However, our audit was not directed primarily toward obtaining knowledge of such
noncompliance. Accordingly, had we performed additional procedures, other matters may have come to
our attention regarding LACMTA's noncompliance with the above-referenced terms, covenants,
provisions, or conditions, insofar as they relate to accounting matters.
This report is intended solely for the information and use of management, LACMT A' s board of directors,
others within the Authority, and regulatory agencies, and is not intended to be and should not be used by
anyone other than these specified parties.

Los Angeles, California
December 19, 2014.
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KPMG LLP
Suite 1500
550 South Hope Street
Los Angeles, CA 90071-2629

Independent Auditors' Report

The Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major fund
of the Service Authority for Freeway Emergencies (SAFE), as of and for the years ended June 30, 2014
and 2013 , and the related notes to the basic financial statements, which collectively comprise the SAFE's
basic financial statements as listed in the table of contents.
Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of the basic financial
statements that are free from material misstatement, whether due to fraud or error.
Auditors' Responsibility

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 from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors ' judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity' s preparation and fair
presentation of the basic financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity' s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the basic financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
Opinions

In our opinion, the basic fmancial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and major fund of the SAFE, as of June 30,
2014 and 2013 , and the respective changes in financial position for the years then ended in accordance with
U. S. generally accepted accounting principles.
KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative

r KPMG

In te rnational~) .

a Swiss entity.
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Emphasis of Matter

As discussed in note 1, the basic financial statements present only SAFE and do not purport to, and do not,
present fairly the financial position of the LACMTA, as of June 30,2014 and 2013, or the changes in its
financial position for the years then ended in accordance with U.S. generally accepted accounting
principles. Our opinion is not modified with respect to this matter.
Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that management's discussion and analysis and
budgetary comparison information on pages 3-5 and 17, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic fmancial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Los Angeles, California
February 11, 2015
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)

Management's Discussion and Analysis (Unaudited)
June 30,2014 and 2013
(Amounts expressed in thousands)

Management' s discussion and analysis of the financial performance of the Service Authority for Freeway
Emergencies (SAFE) presents an overview of SAFE's financial activities during the fiscal years ended June 30,
2014 and 2013 . Management encourages readers to consider information presented here in conjunction with the
financial statements (beginning on page 6). The financial statements, notes to the basic financial statements, and
this discussion and analysis were prepared by management and are the responsibility of management.
Financial Highlights

•

Fiscal year 2014 net assets decreased by $2,732 or 8.42% compared to fiscal year 2013 primarily due to
higher expenses over revenues.

•

Total revenues comprise licenses, intergovernmental revenue and fines, and investment earnings. The
increase in investment earnings in fiscal years 2014 and 2013 was primarily due to favorable investment
returns.

•

Expenses increased by $2,594 in fiscal year 2014 while it decreased by $950 in fiscal year 2013. The
increase in costs for fiscal year 2014 was mainly due to a capital subsidy for the acquisition of the
transponders for Metro ExpressLanes. The decrease in 2013 expenses was primarily due to lower expenses
incurred after the 511 system went live in the later part of fiscal year 2011.

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 basic financial statements. This report also contains other
supplemental information in addition to the basic financial statements themselves.
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 position, which present
information on all of SAFE's assets and liabilities with the difference between the two being reported as net
position and (2) the statements of activities, which depict the changes in net position during the year. Trends of
increasing or decreasing net position 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 being 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.
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(Continued)

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Management's Discussion and Analysis (Unaudited)
June 30, 2014 and 2013
(Amounts expressed in thousands)

Analytical Overview
The table below shows the condensed schedule of net position for fiscal years 2014,2013, and 2012:
Schedule of net position governmental activities

2014
Total assets
Total liabilities
Total net position

30,624
901

$

$

2013

===2=9,=72=3=

2012

33 ,903
1,448

35,885
2,802

32,455

33,083

Total assets decreased by $3,279 or 9.67% in fiscal year 2014 mainly due to an increase in capital and operating
subsidies reported as transfer to the Los Angeles County Metropolitan Transportation Authority in the
accompanying financial statements. In fiscal year 2013 , the decrease by $1,982 or 5.9% was attributed to the
increase in the capital and operating expenses incurred in implementing the 511 traveler information system.
The total liabilities in fiscal year 2014 decreased by $547 or 37.78% over fiscal year 2013 due to decrease in
accruals related to program expenditures at year-end and lower unpaid Freeway Service Patrol (FSP) program
expenditures reimbursement to the LACMTA for FY14.
The following table is a condensed schedule of activities for the years ended June 30, 2014, 2013 , and 2012:
Summary schedule of activities
governmental activities

2014
Program expenses, net of revenue:
Congestion relief operations net of revenue
Capital and operating subsidies to the Los
Angeles County Metropolitan
Transportation Authority

$

Program expenses net of revenue
General revenue:
Licenses and fines
Investment and earnings
Total general revenues
Change in net position

$

2012

6,353

7,355

7,998

4,529

933

1,240

10,882

8,288

9,238

7,842
308

7,607
53

7,553
325

8,150

7,660

7,878

(628)

(1 ,360)

(2,732)
==========

4

2013

(Continued)

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

Management's Discussion and Analysis (Unaudited)
June 30,2014 and 2013
(Amounts expressed in thousands)

Factors Impacting Future Periods

For the foreseeable future, SAFE is expected to continue to operate and manage the call box system (fixed
roadside units and mobile #399) and the Southern California 511 traveler information system. In FY15, SAFE
will be conducting an evaluation of the fixed roadside call box system and is anticipating changes to the overall
size of the system and the cost in maintaining the system. The #399 mobile call box system will be integrated
into 511. This integration will allow SAFE to streamline certain operations, while at the same time provide
improved services to the public. The integration of #399 into 511 may increase costs to SAFE as 511 is a more
publicized and recognized service. SAFE will also be conducting a comprehensive review of the 511 program as
more regional partners are becoming interested in joining the service. The increased use of 511 by partner
agencies and the public will increase both developmental and operating costs for 511 . Potential opportunities to
offset costs through new revenue streams will be explored. SAFE will continue providing financial support to the
Metro Freeway Service Patrol program. Fiscal year 2013 represents the completion of the two-year $4 million
grant provided by SAFE in support of the Metro Express Lanes project. In addition, during fiscal year 2013,
SAFE in partnership with the Los Angeles County Metropolitan Transportation Authority began a strategic
evaluation/review of current operations to provide an updated roadmap to assist SAFE in future operations. For
example, there may be a need for SAFE to be a partner in the development of a new comprehensive traffic
incident management program, which will require resources to evaluate, implement, and/or operate.
Further Information

This report has been designed to provide all interested parties with a general overview of SAFE'S financial
condition and related issues. Inquiries should be directed to the Accounting Department, One Gateway Plaza,
Mail Stop 99-20 -7, Los Angeles, CA 90012.
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)

Statements ofNet Position
June 30, 2014 and 2013
(Amounts expressed in thousands)

Governmental activities
2014
2013

Assets:
Cash and cash equivalents
Intergovernmental receivable
Interest receivable

30,501
123

33,688
144
71

30,624

33,903

Liabilities:
Accounts payable and accrued expenses
Due to other funds

901

474
974

Total liabilities

901

1,448

29,723

32,455

29,723

32,455

$

Total assets

Net position:
Restricted
Total net position

$

See accompanying notes to the basic financial statements.
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Statements of Activities
For the years ended June 30, 2014 and 2013
(Amounts expressed in thousands)

Governmental activities
2014
2013
Program expenses, net of revenue:
Transit operations:
Congestion relief operations
Less operating grants and contributions

$

6,358
(5)

7,416
(61)

6,353

7,355

4,529

933

10,882

8,288

7,842
308

7,607
53

Total general revenue

8,150

7,660

Change in net position

(2,732)

(628)

32,455

33,083

29,723

32,455

Net congestion relief operations
Operating subsidies to the Los Angeles County
Metropolitan Transportation Authority
Total program expenses
General revenue:
Licenses and fines
Investment and other earning

Net position- beginning of year
Net position- end of year

$

See accompanying notes to the basic financial statements.
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Balance Sheets
June 30, 2014 and 2013
(Amounts expressed in thousands)

Governmental fund
2014
2013
Assets:
Cash and cash equivalent
Intergovernmental receivable
Interest receivable

$

Total assets

30,501
123

33,688
144
71

30,624

33 ,903

901

474
974

901

1,448

29,723

32,455

29,723

32,455

30,624

33 ,903

$========

Liabilities:
Accounts payable
Due to other funds

$

Total liabilities
Fund balances:
Restricted
Total fund balances
Total liabilities and fund balances

$========

See accompanying notes to the basic financial statements.
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Statements of Revenues, Expenditures, and Changes in Fund Balances
For the years ended June 30, 2014 and 2013
(Amounts expressed in thousands)

Governmental fund
2014
2013
Revenues:
Licenses and fines
Intergovernmental
Investment income

$

7,842
5
308

7,607
61
53

8,155

7,721

6,358

7,416

Total expenditures

6,358

7,416

Excess of revenues over expenditures

1,797

305

(4,529)

(933)

(2,732)

(628)

32,455

33,083

Total general revenue
Expenditures:
Current:
Administration and other transportation projects

Other financing uses:
Transfer to the Los Angeles County Metropolitan Transportation
Authority
Net change in fund balances
Fund balances - beginning of year
Fund balances - end of year

$ ===29=,7=2=3=

See accompanying notes to the basic financial statements.

9

32,455

,
"' '

J

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

Notes to the Basic Financial Statements
June 30, 2014 and 2013
(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
(LACMT A) is the designated SAFE for Los Angeles County.
As LACMTA's board is SAFE' s board, SAFE is a component unit ofLACMTA and is included in
LACMTA' s financial statements as a blended component unit.

(b)

Operations
SAFE is responsible for the implementation, maintenance, operation, and administration of motorist
aid on the network of freeways, highways, and unincorporated county roads within Los Angeles
County. SAFE operates and maintains approximately 2,700 call boxes along 436 miles of freeways,
state highways, and selected county roads in Los Angeles County. Counties in California place a $1
per vehicle registration surcharge on each vehicle registered within the County. This provided
funding for the management, installation, operation and maintenance of the SAFE program. SAFE
also funds, operates, and manages the Southern California 511 traveler information system. This
system provides real-time and planned traffic, transit, and other related traveler information to the
public via the phone, web, and mobile application.

(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 position and a statement of activities, and fund financial statements.
The agency-wide financial statements report information on all of the nonfiduciary activities of the
agency.
The statement of act1v1t1es 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. 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
10
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Notes to the Basic Financial Statements
June 30, 2014 and 2013
(Amounts expressed in thousands)

accounting entity with a self-balancing set of accounts. Funds are classified into three categories:
governmental, proprietary, and fiduciary.
Governmental funds are used to account for SAFE' s achv1t1es. 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.
Transfers represent permanent, legally authorized transfers from a fund receiving revenue to the fund
through which resources are to be expended. These transfers represent operating and capital
subsidies transferred from one fund to another fund.
(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, 2014 and 2013, the changes in its financial position, or, where applicable, its
cash flows for the years then ended, in conformity with U. S. generally accepted accounting
principles.

(f)

Fund Balances
Restricted fund balances include amounts that can be spent only for specific purposes stipulated by
enabling legislation, by grants, creditors, or by regulations of other governments. 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.

(g)

Budgetary Accounting
Enabling legislation and adopted policies and procedures provide that the SAFE Board of Directors
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.
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)
Notes to the Basic Financial Statements
June 30, 2014 and 2013
(Amounts expressed in thousands)

(h)

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand and cash deposited with Los Angeles County
Treasurer's external investment pool.

(i)

Effects of New GASB Pronouncements
The following summarizes recent GASB pronouncements and their impact, if any, on the financial
statements:
In March 2012, GASB issued Statement No. 65, "Items Previously Reported as Assets and
Liabilities." This statement establishes accounting and financial reporting standards that reclassify,
as deferred outflows of resources or deferred inflows of resources, certain items that were previously
reported as assets and liabilities and recognizes, as outflows of resources or inflows of resources,
certain items that were previously reported as assets and liabilities. This statement also provides
other financial reporting guidance related to the impact of the financial statement elements of
deferred outflows of resources and deferred inflows of resources, such as changes in the
determination of the major fund calculations and limits the use of the term deferred in the financial
statement presentations. SAFE implemented the new reporting requirements of GASB 65 for the
fiscal year ended June 30, 2014. The adoption of GASB 65 did not have a material impact on
SAFE's basic financial statements.
In March 2012, GASB issued Statement No. 66, "Technical Corrections- 2012- an amendment of
GASB Statements No. 10 and No. 62." This statement enhances the usefulness of financial reports by
resolving conflicting accounting and financial reporting guidance that could diminish the consistency
of financial reporting. It amends Statement No. 10, "Accounting and Financial Reporting for Risk
Financing and Related Insurance Issues," by removing the provision that limits fund-based reporting
of a state and local government's risk financing activities to the general fund and the internal service
fund type. It also amends Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and A/CPA Pronouncements, by modifying
the specific guidance for (1) operating lease payments that vary from a straight-line basis, (2) the
difference between the initial investment (purchase price) and the principal amount of a purchased
loan or group of loans, and (3) servicing fees related to mortgage loans that are sold when the stated
service fee rate differs significantly from a current (normal) servicing fee rate. The implementation
of GASB 66 for the fiscal year ended June 30, 2014 did not have an impact on SAFE's basic
financial statements.
In June 2012, GASB issued Statement No. 67, "Financial Reporting for Pension Plans" . This
Statement replaces the requirements of Statement o. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans, and GASB 50, Pension
Disclosures, as they relate to pension plans that are administered through trusts or equivalent
arrangements (hereafter jointly referred to as trusts) that meet certain criteria. The requirements of
GASB 25 and GASB 50 remain applicable to pension plans that are not administered through trusts
12
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)

Notes to the Basic Financial Statements
June 30, 2014 and 2013
(Amounts expressed in thousands)

covered by this Statement and to the defined-contribution plans that provide postemployment
benefits other than pensions. SAFE is not required to implement the new reporting requirements of
GASB 67 for the fiscal year ended June 30, 2014 since the pension plans are recorded in the
LACMTA's books.
In June 2012, GASB issued Statement No. 68, "Accounting and Financial Reporting for Pensions".
This Statement replaces the requirements of Statement No. 27, "Accounting for Pensions by State
and Local Governmental Employers, as well as the requirements of GASB 50, Pension Disclosures,"
as they relate to pensions that are provided through pension plans administered as trusts or equivalent
arrangements (hereafter jointly referred to as trusts) that meet certain criteria. This statement
establishes standards for governmental employer recognition, measurement, and presentation of
information about pensions provided through pension plans that are within the scope of this
statement. It also establishes requirements for reporting information about pension-related financial
support provided by entities that make contributions to pension plans that are used to provide
pensions to the employees of other entities. The requirement of this Statement is effective for fiscal
years beginning after June 15, 2014. SAFE is not required to implement the new reporting
requirements of GASB 68 for the fiscal year ended June 30, 2015 since the pension plans are
recorded in the LACMT A' s books.
In January 2013, GASB issued Statement No. 69, "Government Combinations and Disposals of
Government Operations". This Statement establishes accounting and financial reporting standards
related to government combinations and disposals of government operations. As used in this
Statement, the term government combinations include a variety of transactions referred to as
mergers, acquisitions, and transfers of operations. Government mergers include combinations of
legally separate entities without the exchange of significant considerations. This Statement requires
the use of carrying values to measure the assets and liabilities in a government merger. This
Statement also provides guidance for transfers of operations that do not constitute entire legally
separate entities and in which no significant consideration is exchanged. This Statement requires
disclosures to be made about government combinations and disposals of government operations to
enable financial statement users to evaluate the nature and financial effects of those transactions. The
requirements of this Statement are effective for government combinations and disposals of
government operations occurring in financial reporting periods beginning after December 15, 2013 .
SAFE plans to implement the new reporting requirements of GASB 69 for the fiscal year ending
June 30, 2015, if applicable.
In April2013, GASB issued Statement
o. 70, "Accounting and Financial Reporting for
Nonexchange Financial Guarantees". Some governments extend financial guarantees for the
obligations of another government, a not-for-profit entity, or a private entity without directly
receiving equal or approximately equal value in nonexchange transactions. This Statement requires a
government that extends a nonexchange financial guarantee to recognize a liability when qualitative
factors and historical data, if any, indicate that the government will be required to make payment on
the guarantee. This Statement requires a government that has issued an obligation guaranteed in a
13
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Notes to the Basic Financial Statements
June 30, 2014 and 2013
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nonexchange transaction to recognize revenue to the extent of the reduction in its guaranteed
liabilities. This Statement also requires a government that is required to repay a guarantor for making
a payment on a guaranteed obligation or legally assuming the guaranteed obligation to continue to
recognize a liability until legally released as an obligor. This Statement specifies the information
required to be disclosed by governments that extend non exchange financial guarantees. In addition,
this Statement requires new information to be disclosed by governments that receive non exchange
financial guarantees. The requirements of this Statement are effective for fiscal years beginning after
June 15, 2013. SAFE plans to implement the new reporting requirements ofGASB 70 for fiscal year
ending June 30, 2015 , if applicable.
In November 2013, GASB issued Statement No. 71 , Pension Transition for Contributions Made
Subsequent to the Measurement Date- an amendment of GASB Statement No. 68. This Statement
amends paragraph 13 7 of Statement 68 which requires that, at transition, a government recognize a
beginning deferred outflow of resources for its pension contributions, if any, made subsequent to the
measurement date of the beginning net pension liability. Statement 68, as amended, continues to
require that beginning balances for other deferred outflows of resources and deferred inflows of
resources related to pensions be reported at transition, only if it is practical to determine all such
amounts. At transition to Statement 68, Statement 71 states that if it is not practical for an employer
or nonemployer contributing entity to determine the amounts of all deferred outflows of resources
and deferred inflows of resources related to pensions, paragraph 137 of Statement 68 required that
beginning balances for deferred outflows of resources and deferred inflows of resources not be
reported. The provisions of this Statement are required to be applied simultaneously with the
provisions of Statement 68. The requirements of this Statement are effective for fiscal years
beginning after June 15, 2014. SAFE is not required to implement the new reporting requirements of
GASB 71 for fiscal year ending June 30, 2015 since the pension plans are recorded in LACMTA's
books.
(2)

Cash and Cash Equivalent

The following is a breakdown of SAFE's cash and cash equivalent as of June 30, 2014 and 2013:
2014

Cash deposits
Los Angeles County investment pool
Total

14

2013

$

29,752
749

32,979
709

$

30,501

33,688
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SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles County
Metropolitan Transportation Authority)

Notes to the Basic Financial Statements
June 30,2014 and 2013
(Amounts expressed in thousands)

In accordance with GASB Statement No. 40, "Deposit and Risk Disclosure - an Amendment of
GASB Statement No. 3", certain required disclosures regarding investment policies and practices with
respect to the risk associated with their credit risk, concentration of credit risk, custodial credit risk, interest
rate risk, and foreign currency risk are discussed in the following paragraphs:
(a)

Credit Risk
Investments are subject to credit risk, which is the chance that an issuer will fail to pay principal or
interest in a timely manner, or that negative perceptions of the issuer's ability to make these
payments will cause price to decline. The tables above for short-term investments and bond proceeds
and debt service investments summarize the market value of investment and the related credit
ratings. SAFE maintains policies to manage credit risks, which include requiring minimum credit
ratings issued by nationally recognized statistical rating organizations for its investments.

(h)

Concentration of Credit Risk
Concentration of credit risk is the risk associated with a lack of diversification or having too much
invested in a few individual shares. As disclosed above, SAFE maintains investment policies that
establish thresholds for holdings of individual securities. SAFE does not have any holdings meeting
or exceeding these threshold levels.
As of June 30, 2014, SAFE does not have any investments with more than 5% of the total
investments under one issuer except for obligations of the U.S. government or obligations explicitly
guaranteed by the U.S. government.

(c)

Custodial Credit Risk
SAFE has no known custodial credit risk for deposits as financial institutions are required by the
California Government Code to collateralize deposits of public funds by pledging government
securities as collateral. Such collateralization of public funds is accomplished by pooling. The
market value of pledged securities must be in accordance with the Government Code for the State of
California. California law also allows financial institutions to collateralize public fund deposits by
governmental securities with a value of 110% of the deposit or by pledging first trust deed mortgage
notes having a value of 150% of a governmental unit's total deposits. SAFE may waive collateral
requirements for deposits that are fully insured up to $250,000 (amount not in thousands) by the
FDIC. All investment securities purchased were held and registered in SAFE's name and maintained
for the benefit of the LACMTA in the trust department or safekeeping department of a financial
institution as established by a written third-party safekeeping agreement between SAFE and the
financial institution.

15

(Continued)

SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
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Notes to the Basic Financial Statements
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(d)

Interest Rate Risk
Interest rate risk is the risk that changes in interest rate will adversely affect the fair value of an
investment. SAFE measures interest rate risk on its short-term investments using the effective
duration method. SAFE maintains policy requiring the average duration of the externally managed
short-term investments not to exceed 150% of the benchmark duration and the average duration of
the internally managed short-term investments not to exceed three years. This policy does not apply
to investments of proceeds related to bond financings . SAFE measures interest rate risk on its bond
proceeds and debt service investments using the weighted average maturity method.

(e)

Foreign Currency Risk
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair values of
the cash deposits or investments. As of June 30, 2014, there is no exposure to currency risk as all
SAFE cash deposits and investments are denominated in U.S. dollar currency.

(3)

Significant Commitments

SAFE has entered into a 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.
SAFE had $2,402 of contractual commitments as of June 30, 2014 that had not been claimed or disbursed.
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SERV ICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the Los Angeles Count)
Metropolitan Transportation Authority:

Statements of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual (Unaudited)
For the years ended June 30, 2014 and 2013
(Amounts expressed in thousands)

2014
0.-iginai
budget

2013
Variance
with
fina l
budget

Final
budget

Acutal

8,325

7,842

(483)

5

5

Original
and
final
budget

Actual

Variance
with
fi nal
budget

Revenues:
Licenses and fines

$

8,325

Intergovernmental
Investment income
Total revenue

8,063

7,607

(456)

-

61

61

500

53

(447)

500

500

308

(192)

8,825

8,825

8, 155

(670)

8,563

7,721

(842)

11 ,760

11 ,705

6,358

(5 ,347)

12,494

7,416

5,078

I 1,760

11,705

6,358

(5 ,347)

12,494

7,416

5,078

(2 ,935)

(2,880)

1,797

4,677

(3 ,931)

305

4,236

(1 ,500)

(I ,500)

(4 ,529)

(3,029)

(933)

(933)

1,648

(3 ,931)

(628)

3,303

1,648

33,083
29, 152

33,083
32,455

3,303

Expend itures:
Current:
Administration and other transportation projects
Total expenditures
Excess (deficiency) of revenue
over expenditures
Other financing sources (uses):
Transfer to the Los Angeles County
Metropolitan Transportation Authority
Net change in fund balances
Fund balances - beginning of the year
Fund balance- end of year

$

(4,435)

(4,380)

(2,732)

32,455
28,020

32,455
28,075

32,455
29,723

See accompanying independent auditors' report .
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ATTACHMENT H

KPMG LLP
Su ite 1500
550 South Hope Street
Los Angeles , CA 90071-2629

February 4, 2015

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, 2014 and issued our
report thereon dated December 19, 2014. 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 opm10n about whether the financial
statements, that 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 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 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 financial statements are detected. Our audit does not relieve
management or the Board of their responsibilities.

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

The Board of Directors
Los Angeles County Metropolitan
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In addition, in planning and performing our audit of the fmancial statements, we considered
internal control over financial reporting (internal control) 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 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 identifying 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

Significant Accounting Policies
The significant accounting policies used by the Authority are described in note I(B) through
I(E) to the Authority's basic financial statements. As described in note I(E), in order to comply
with the requirements of U.S. generally accepted accounting principles, the Authority will be
adopting Governmental Accounting Standards Board (GASB) Statement No. 65, Items
Previously Reported as Assets and Liabilities, and GASB No. 66, Technical Corrections- 2012
- an amendment of GASB Statements No. 10 and No. 62. The Authority's pension plans also
adopted GASB No. 67, Financial Reporting for Pension Plans, in the fiscal year ending June 30,
2014. The Authority will also be adopting GASB No. 68, Accounting and Financial Reporting
for Pensions, GASB No. 69, Government Combinations and Disposals of Government
Operations, and GASB No. 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees, in the fiscal year ending June 30, 2015.
Qualitative Aspects ofAccounting 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

The Board of Directors
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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 fmancial statements and the financial statements of the Ancillary Entities, which include
related disclosures.
Management Judgments and Accounting Estimates

The preparation of the Authority's 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, including the following:
•

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 transportation subsidy accruals for claims incurred but not yet
reported to the Authority.

•

Management' s estimate of derivative liabilities is based on expected payments and changes
in future interest rates.

•

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.

•

Management's estimates for the discount rates used in the actuarial studies for the Other
Postemployment Benefits and Pension Plans are based on assumed availability of funding to
meet estimated obligations.

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.

The Board of Directors
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Uncorrected and Corrected 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, 2014. 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, 2014.
Significant Issues Discussed, or Subject to Correspondence, with Management
Major Issues Discussed with Management prior to Retention

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with you and management each year prior to our retention by you 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
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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,

Los Angeles County
Metropolitan Transportation Authority

Metro

One Gateway Plaza
Los Angeles, CA 90012-2952

Arthur T. Leahy

Chief Execu~ive Officer
213.922.6888 Tel
213.922.7447 Fax
metro.net

December 19, 2014
KPMG LLP
Attention: Kristen Olko
550 South Hope Street
Suite 1500
Los Angeles, CA 90071
Ladies and Gentlemen:
We are providing this letter in connection with your audit of the financial statements of the
governmental activities, the business-type activities, , each major fund, the aggregate
remaining fund information, and the related notes to the financial statements, of the Los
Angeles County Metropolitan Transportation Authority (LACMTA) as of and for the year
ended June 30, 2014, for the purpose of expressing opinions as to whether these financial
statements present fairly, in all material respects, the respective financial positions, changes
in financial positions, and, where applicable, cash flows thereofin conformity with U.S.
generally accepted accounting principles.
Certain 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 accounting information that, in the light of surrounding circumstances,
makes it probable that the judgment of a reasonable person relying on the information
would be changed or influenced by the omission or misstatement.
We confirm, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purposes of appropriately informing ourselves, as of December
19, 2014, the following representations made to you during your audit:
1. We have fulfilled our responsibilities, as set out in the terms of Contract No.
PS511 02130 for the preparation and fair presentation of the financial statements in
accordance with U.S. generally accepted accounting principles.
2. We have made available to you:
a.

All records, documentation, and information that is relevant to the preparation
and fair presentation of the financial statements.

b.

Additional information that you have requested from us for the purpose of
the audit.

c.

Unrestricted access and the full cooperation of personnel within the entity
from whom you determined it necessary to obtain audit evidence.
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d.
3.

4.

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

:&cept as disclosed to you in writing, there have been no:
a.

Circumstances that have resulted in communications from the LACMTA's external
legal counsel to the LACMTA reporting evidence of a material violation of
securities law or breach of fiduciary duty, or similar violation by the LACMTA or
any agent thereo£

b.

Communications from regulatory agencies, governmental representatives,
employees, or others concerning investigations or allegations of
noncompliance with laws and regulations in any jurisdiction, deficiencies in
financial reporting practices, or other matters that could have a material
adverse effect on the financial statements.

c.

False statements affecting the LACMTA's financial statements made to the
LACMTA's internal auditors, or other auditors who have audited entities under
our control upon whose work you may be relying in connection with your
audit.

There are no:
a.

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

b.

Unasserted claims or assessments that our lawyers have advised us are probable of
assertion and must be disclosed in accordance with paragraphs 96 - 113 of
Governmental Accounting Standards Board (GASB) Statement No. 62,
Codification ofAccounting and Finandal Reporting Guidance Contained in PreNovember 30, 1989 FASB and A/CPA Pronouncements.

c.

Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by GASB Statement No. 62, paragraphs 96-113.

d.

Material transactions, for example, grants and other contractual arrangements,
that have not been properly recorded in the accounting records underlying the
financial statements.

e.

Events that have occurred subsequent to the date of the statement of net
position and through the date of this letter that would require adjustment to or
disclosure in the financial statements.

5. All known actual or possible litigation and claims have been accounted for and

disclosed in accordance with GASB Statement No. 62, paragraphs 96- 113.
6. The effects of the uncorrected financial statement misstatements summarized in the

accompanying schedules are immaterial, both individually and in the aggregate, to the
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financial statements for each respective opinion unit.
7. We acknowledge our responsibility for the design, implementation and maintenance of
programs and controls to prevent and detect fraud; for adopting sound accounting
policies; and for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the financial statements and to
provide reasonable assurance against the possibility of misstatements that are material
to the financial statements whether due to error or fraud. We understand that the term
"fraud" includes misstatements arising from fraudulent financial reporting and
misstatements arising from misappropriation of assets.
8. There are no deficiencies, significant deficiencies, or material wealmesses in the design or

operation of internal control over financial reporting ofwhich we are aware, which could
adversely affect the LACMTA's ability to initiate, authorize, record, process, or report
financial data. We have applied the definitions of a "significant deficiency" and a
"material weakness" in accordance with the definitions in AU-C Section 265,
Communicating Internal Control Related Matters Identified in an Audit.
9. We have disclosed to you the results of our assessment ofthe risk that the financial

statements may be materially misstated as a result of fraud.
10. We have no knowledge of any fraud or suspected fraud affecting the LACMTA's financial

statements involving:
a.

Management, or

b.

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

c.

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

11. We have no knowledge of any allegations of fraud or suspected fraud affecting the
LACMTA's financial statements received in communications from employees, former
employees, analysts, regulators, or others.
12. LACMTA has no plans or intentions that may materially affect the carrying value or
classification of assets, deferred outflows of resources, liabilities, and deferred inflows of
resources.
13. We have no knowledge of any officer or Board member ofLACMTA, or any other
person acting under the direction thereof, having taken any action to fraudulently
influence, coerce, manipulate, or mislead you during your audit.
14. The following have been properly recorded or disclosed in the fmancial statements:
a.

Related party relationships and transactions of which we are aware in
accordance with the requirements of U.S. generally accepted accounting
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principles, including sales, purchases, loans, transfers, leasing arrangements,
guarantees, ongoing contractual commitments, and amounts receivable from
or payable to related parties.
b.

Guarantees, whether written or oral, under which LACMTA is contingently
liable.

c.

Arrangements with financial institutions involving compensating balances or other
arrangements involving restrictions on cash balances, lines of credit or similar
arrangements.

d.

Changes in accounting principle affecting consistency.

e.

The existence of and transactions with joint ventures and other related
organizations.

15. LACMTA has satisfactory 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 financial statements or notes to the financial statements.
16. LACMTA has complied with all aspects oflaws, regulations, contractual agreements,
and grants that may affect the financial statements, including noncompliance.
17. Management is responsible for compliance with the laws, regulations, and provisions of
contracts and grant agreements applicable to the LACMTA. Management has
identified and disclosed to you all laws, regulations, and provisions of contracts and
grant agreements that have a direct and material effect on the determination of financial
statement amounts.
18. LACMTA's reporting entity includes all entities that are component units of the

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 position. The financial statements
disclose all other joint ventures and other related organizations.
19. The financial statements properly classify all funds and activities, including governmental

funds, which are presented in accordance with the fund type definitions in GASB
Statement No. 54, Fund Balance Reporting and Govemmental Fund Type
Definitions.
20. All funds that meet the quantitative criteria in GASB Statement No. 34, Basic Finandal

Statements-and Management's Discussion and Analysis-/Or State and Local
Govemments, for presentation as major are identified and presented as such, and all
other funds that are presented as major are considered to be particularly important to
financial statement users by management.
21.

Interfund, internal, and intra-entity activity and balances have been appropriately
classified and reported.
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22. Receivables reported in the financial statements represent valid claims against debtors

arising on or before the date of the statement of net position and have been appropriately
reduced to their estimated net realizable value.
23. Deposits and investment securities are properly classified and reported.
24. LACMTA is responsible for determining the fair value of certain investments as

required by GASB Statement No. 31, Accounting and Finandal Reporting for Certain
Investments and for Extemal Investment Pools, as amended. The amounts reported
represent LACMTA's best 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.
25. LACMTA has identified and properly reported all of its derivative instruments and any

related deferred outflows of resources or deferred inflows of resources related to hedging
derivative instruments in accordance with GASB Statement No. 53, Accounting and
Finandal Reporting for Derivative Instruments. The LACMTA complied with the
requirements ofGASB Statement No. 53 related to the determination ofhedging
derivative instruments and the application ofhedge accounting. Further, the
LACMTA has disclosed all material information about its derivative and hedging
arrangement in accordance with GASB Statement No. 53.
26. 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.
27. The following information about financial instruments with off-balance-sheet risk
and financial instruments with concentrations of credit risk has been properly disclosed
in the financial statements:
a.

The extent, nature, and terms of financial instruments with off-balance-sheet
risk;

b.

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

c.

Significant concentrations of credit risk arising from all financial instruments
and information about the collateral supporting such financial instruments.

28. We believe that all material expenditures or expenses that have been deferred to
future periods will be recoverable.
29. Capital assets, including infrastructure assets, are properly capitalized, reported and,
if applicable, depreciated.
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30. LACMTA has properly applied the requirements ofGASB Statement No. 51,
Accounting and Finandal Reporting !Or Intangible Assets, including those related to the
recognition of outlays associated with the development of internally generated computer
software.
31. LACMTA has no:
a.

Commitments for the purchase or sale of services or assets at prices involving
material probable loss.

b.

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

c.

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

32. For variable-rate demand bond obligations that are reported as general long-term debt or
excluded from current liabilities of proprietary funds, we believe all of the conditions
described in GASB Interpretation No. 1, Demand Bonds Issued by State and Local
Government Entities, have been met.
33. LACMTA has complied with all tax and debt limits and with all debt related
covenants.
34. We have received opinions of counsel upon each issuance of tax-exempt bonds that the

interest on such bonds is exempt from federal income taxes under section 103 of the
Internal Revenue Code of 1986, as amended. There have been no changes in the use of
property financed with the proceeds of tax-exempt bonds, or any other occurrences,
subsequent to the issuance of such opinions, that would jeopardize the tax-exempt
status of the bonds. Provision has been made, where material, for the amount of any
required arbitrage rebate.
35. 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 actuarial valuation was prepared in conformity with
U.S. generally accepted accounting principles.

.,

1

-~

36. There were no omissions from the participants' data provided to the actuary for the
purpose of determining the pension liability, other post-employment benefit obligation
and other actuarially determined amounts in the financial statements.
37.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 ofGASB Statement No. 49, Accounting and Finandal
Reporting for Pollution Remediation Obligations and is reasonable based on available
information.

:!<
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38. The LACMTA has identified and properly accounted for and presented all deferred

outflows of resources and deferred inflows of resources.
39.

Components of net position (net investment in capital assets; restricted; and
unrestricted) and fund balance components (nonspendable; restricted; committed;
assigned; and unassigned) are properly classified and, if applicable, approved.

40.

Revenues are appropriately classified in the statement of activities within program
revenues, or general revenues.

41.

LACMTA has identified and properly accounted for all nonexchange transactions.

42.

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.

43.

We have disclosed to you all accounting policies and practices we have adopted that, if
applied to significant items or transactions, would not be in accordance with U.S. generally
accepted accounting principles. We have evaluated the impact of the application of
each such policy and practice, both individually and in the aggregate, on LACMTA's
current period financial statements and our assessment of internal control over
financial reporting, and the expected impact of each such policy and practice on future
periods' financial reporting. We believe the effect of these policies and practices on the
financial statements and our assessment of internal control over financial reporting
is not material. Furthermore, we do not believe the impact of the application of these
policies and practices will be material to the financial statements in future periods.

44. 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 J property
damage claims, and pollution remediation liabilities 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 specialists with 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.
45.

We acknowledge our responsibility for the presentation of the required supplementary
information which includes, which includes management's discussion and analysis, the
schedules of funding progress for pension plans and other postemployment benefits and
budgetary comparison information, in accordance with the applicable criteria and
prescribed guidelines established by the Govemmental Accounting Standards Board
and:
a.

Believe the required supplementary information, including its form and
content, is fairly presented in accordance with the applicable criteria and
prescribed guidelines.

b.

The methods of measurement or presentation ofthe required supplementary

8

information have not changed from those used in the prior period.
c.

The significant assumptions or interpretations underlying the measurement
or presentation of the required supplementary information are reasonable and
appropriate in the circumstances.

46. LACMTA has complied with all applicable laws and regulations in adopting, approving,

and amending budgets.
47. In accordance with Govemment 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.
48. KPMG assisted management in drafting the financial statements and notes. In

accordance with Government Auditing Standards, we confirm that we have reviewed,
approved, and accept responsibility for the financial statements and notes.
Further, we confirm that we are responsible for the fair presentation in the financial
statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund
information ofi.ACMTA, and the related notes to the financial statements, in conformity
with U.S. generally accepted accounting principles. We are also responsible for
establishing and maintaining effective internal control over financial reporting.

Very truly yours,
Los Angeles County Metropolitan Transportation Authority

Arthur T. Leahy

ChiefExecutive Oflicer

Nalini Ahuja
Executive Director, Finance and Budget

~
LACMTA-BTA
Summary of Uncorrected Aud it Differences
For yea r ended 6/30/14
Amounts shown in thousands
Rollover (I ncome Statement)

Method used to quantify audit differences:

Impact of audit drtferences on financial statement captions
Correcting Entry Required at Current Period End
(Note -If there is an end-of-period statem ent of net position error, the c orrecting entry shou ld be wrinen irrespective
of the pe ri od in which the error originated (i.e., there s h ou ld not be any adjustments to opening net position) . If ther,

was an uncorrected error in the prior end-of-period ba lan ce sheet, but there is not an error in the current end-ofperiod statement of net position, include only a de scripti on in this section.)

Cash Flow Effect
I ncrea sei(Decrease)

Balance Sheet Effe ct
Debit/(Credit )

Income Statement Effect
Debit/(Credit)

Type of Error

W/PRef

Debit

Accounts and Desc ription

I

(Cred it)

Income effect of
correcting th e
In come effect
balance sheet in
Known Audit
according to th e
Differe nce (KD)
prio r pe riod
Income effect of
Rollover
or
(carried forward
correcting th e
(Income
Most Likely Aud it from prior period's current period
Statement)
column C)
Difference (MLD)
balance sheet
m et hod

---A--(Enterprise)
B-5-11

(Ent erprise)
(updated)

(Enterprise)

Capita l Assets
Interest Expense , Net
Net Pos ition
To record the estimated capita lized interest related to construction
activities

233 .19 1 1

Federa l Re venu es
Net Position
Grant Receivable
To record impa ct of PERPA revenues recorded incorrectly in FY1 4 and
the ro11forward impact from the prior year as the gra nts were not fina lized
prior to th e fisca l year end.

1,758
193 ,369

C-A
(Only In c Stmt
acco unts)

I

Total Assets
and Deferred
Outflows

Net Positio n

I

Tota l Liabil ities

I

Operating
Activities

I

Investing
Activities

I

Financing
Activities

C-B

233,191
(36, 169)
(197,022)

Bond Issuance Cost
Net Position
To record the impact of GASB 65 bond issuance cost in correctly reported
as curren~nditures

B

I

MLD

(15,507)

(36, 169)

193,369

195,127

(20,662)

1,758

KD

(36,169: 1
(197 ,022)

1,758
193,369
(195,127)

(195,127)

17,877

17,877 1
(17,877)

17,877

17,877
(17 ,877)

(1,027)

(38,064)

KD

177,862

176,835

38,064

Aggregate of uncorrected aud it difference s (before tax) L---------'-----1-----+- - - - l - -- - - j - - - - - t - - - - + - - - - l - - - - - j
Ta x effect of uncorrected audit differences

(1,027)

(38,064)

38,064

(6,002,&48)

11,535,964

Aggregate of uncorrected audit differen ces (after tax)
Financial statement amounts (per final financial statements)
Uncorrected audit differences after tax effect as a percentage of financial statement amounts

(944,01411
0 .1%

0.3 %

0.6%

(5,533, 116);

0.0%

Note 1
A,urecate of uncorrected audit differencu-totallmpact on reve noes
financial statement amounts !as per final financial statements)- revenues and t rar.sfers
Uncorrected audit differencu as a percentace of financial statement amounts
A,urecate of uncorrec ted audit differences- total Impact on expenses
f inancia l statement

amount~

tu pe r final fi nancial statements)· e•pense~ and transfers

Uncorrected audit differences as a percentage of financial statement amounts

1,758

(2,905,102

-O.t %1
(2,785)

1.961.088

"'.1%1

Note 1 Astke MTA is a iOVernmental entity, the comparison of the
passedauditadjustmentsasa a percenta&e ofthechan&eln
netassetsorfund balances is nota reasonable basis for
materia lity. Assuch, t heanadditional a natysiswasaddedto
measure the aud it adjustments t o tota l reve nue and expenses
instead .

LACMTA - Enterprise Fund
Summary of Uncorrected Audit Differences
For year ended 6/30/14
Amounts shown in thousands
Rollover (Income Statement)

Method used to quantify audit d ifferences:

Impact of audit differences on financial statement captions
Correcting Entry Required at Current Period End
(Note -lfthere is an end-of-period statement of net position error, the correcting en t ry should be wrttten irrespective
of the period in which t he error originated (i.e., there should not be any adjustments to opening net position). If
there was an uncorrected erro r in t he prior end-of-period ba lance sheet, but there is not an error in the current endof-period statement of net position , in c lud e only a desc ription in t his section.)

Type o f Error
Known Audit
Difference {KD)

WfPRef

Accounts and Description

Debit

I

(Cred~)

prior period
Income effect of
(carried forward
correcting the
0'
Most Likely Audit from prior period's current period
Difference (MLD)
column C)
balance sheet

(Enterprise)

(Enterprise}
(updated)

(Enterprise)

233, t 9t

Federal Revenues
Net Position
Grant Receivable
To record impact of PERPA revenues recorded incorrectly in FY14 and
the rollforward impact from the prior year as the grants were not finalized
prior to the fiscal yea r end.

1,758
193 ,369

B

I

(Onl y Inc Stmt
accounts)

I

I
Net Position

I

I

Total Liabilities

I
Operating
Activities

Non-Capital
Financing
Activities

MLD

(t5,507)

(36,t69)

193 ,369

195,127

(20,662)

1,758

KD

(36, t 69)
(t97,022)

17,877
(t7 ,877)

17,877

KD

t77,862

Agg regate of uncorrected audit differences (before tax)

176,83 5

(t ,027ll

I

I

1,758
193,369

Capital and
Related
Financing
Activities

I

Investing
Activities

233 ,191
(36,t69)
(t97,022)

t ,758
t 93 ,369
(t95 ,127)

(t95 ,t27)

I

I

C- B

( t95 ,t27)

t7 ,877

Total Msets
and Deferred
Outflows

233 ,191
(36,t69)
(197,022)

Bond Issuance Cost
Net Position
To record the impact of GASB 65 bond issuance cost incorrectly reported
as current year expenditures

Income effect
according to the
Rollover
(Income
Statement)
method

C=A

----A----Capital Assets
Interest Expense, Net
Net Position
To record the estimated capitalized interest related to construction
activities

In come effect of
correcting the
balance sheet in

Cash Flow Effect
lncrease/(Decrease)

Balance Sheet Effect
Debit/( Credit)

Income Statement Effect
Debit/( Credit)

17,877

17,877
(t7 ,877)

(t7 ,877)

38 ,064

(38 ,064)

'-- - - --'-- - - - +- - - -+ - - - -+ ----t--- - - +- - -- t------+----+-- - - --j

Tax effect of uncorrected audit differences
(t ,027)

(38 ,064)

38 ,064

(944 ,0 t4j

(6 ,002 ,848)1

tt ,536 ,964

Aggregate of uncorrected audit differences (aftertax)
(5 ,534 ,11 6)

(817,613)

679,386

(22 ,934)

202 ,250

Finan cia l statement amounts (per final financial statements)

0.1%

Uncorrected audit differences after tax effect as a percentage offinancial statement amounts

0.6%

0.3%

0.0%1

0.0%

Note 1
Au•rcate of uncorrected eucHt dlfferences·totel ill"lpKt on revenues
Flnenclei stetement amounts

In~

flnet finandal stetrments)- reve:nues end trtnsfrr~

Uncorrected eudit diffe.-.ncet: as • percrntecr ollin..-dal statement amounu
Aurtcate of uncon-ected eudit dlfferenct-s· toul knpect on expenses
Flnandel statement amounts las per final fin.ndal statements)- upenses tnd transfl!r~
Uncorrected eudit dtffrrtnces es • percrntecr of financial stetrmrnt amounu

t ,7Sa
11,050,599)

-0.1"
p ,7! S)
2,1 06,5!5

-0.1"

Note 1

A$ t he MTA Is a& overnmenUi t!ntity, t he comparison of t he

passed audit adji.IStments iiS il il percentile• of the chil nce In
net assets or fund balances Is not a rusonilble buls for
materiality. As such, the an addrtional anillysis was added t o
meiiSure the iiUdit adjustments to total revenue and t!Kpenses
instead.

0.0%

0.0%

0.0%

LACMT A - Govt Adivities
Summary of Un cor-rec ted Audit Differences
Fo r yea r en ded 6130/ 14
Amounts shown in th ousand s
Roll over (l n('ome Statement)

Method used to q uantify audit differencE-s:

m pact o f audit d ifferences oo financia l st at ement u ption s
Correcting Entry Requi red 11 C urre nt Per iod End
(Note - If there i s an end-of-pe riod st atement of n et position error, the correc ting entry sh oukl be written irrespecti ve
o f the period In wh ich th e error origin at ed ~. e. , ther e should not be any adj u stments t o opening n et po sition). If
th er e wu an uncorrect ed errOf In the prior end-of-period bal ance sh ee t, but t here i s not an error In the current endof-pe riod st•tement o f net position, i ncl ude onl y a description in thi s section.)

Income St•tement Effect

'';';::,~·~' I

Type of Eno<

WIPR el

~ redit)

Deblt

Accounts and Dese.!!e!_ion

Prop A

To record impact of recording ne t sale s tal( rece ivables re la ted to the
PJior year in the cu rrent yea r (end of pe riod ne t position amounts are
loorrecl!ysta ted)

TDA

Prop C

I

I'""'""

•ffoa

l<no'N!l Aud ~
balance lheet In
aocording to the
Di fference (KO)
prior period
Income effect of
Rollo ver
or
(carried forward
correctmg the
(Income
~061 likely Audit from prior period's
current period
Stalemenl)
Diffe rence {MLO)
column C)
balance sheet
method

Net Position

I

Tota l Assets

I Total LlabiMttes

Operating
Activities

Investing
Activities

Fir.a nc:ing
Activities

C• A

- - · - -To record impact of recording ne t u les tax re«ivablu and rela ted
accrue d liabililles related to the prior year in the currenl year (end of
period net positiOn amounts are correctly stated)
Impa ct to revenue
Impa ct to el(penses

Cuh Flo w Effect
lnc ruse/(Dec ruse)

B al ance Sh ee t Effect
Debit/(Cr edit)

Oebiti(Cr edi t)

(O nly Inc S tmt

c -·

KD

{61 ,239)
14,545

61,239
{ 14.545)

KD

(3t ,771 )

31 ,771

61.27 4
{12.071)

To record impa ct of recording ne t sale s tal( re«ivable s and rela ted

Iaccrue d liabilities relate d to the prior year in the current year {e nd of
period net position amounts are correctly stal ed)
Impa ct to revenue
lmpact to el(penses

Var1out5

I

To record im~ct of recording tr.lnsportation subsidy eC>CnJai related to
lthe prior yeer in the current year (end of period net position amounts are
correcl!y llated)

GF

I

I Tnmsportahon sub$icty expenditure/el(pense

636

Susbldies aocrual
To record est.mated under accrua l of transportation~~ IBNR at

KD

I

{61,274)
12,0 71

MLD

I

108,558

MLD

( 108.558)

636

636

636
{636)

(636)

6/30114

Prop A

I

I Sulbldies accrua l

Prop C

I

MLD

4,760

Tra nsportation sub$icty el(pend ~ure/el(pens.e
To reverse estimated over aecrval of transporta tion su bsi<:hes IBNR at
16130114

I Su&bldies aocrual

(4,760)

(4,760)

(5,577)

(5,577)

(5.577)

( 17, 189)

(17.189)

{ 17,189)

(26.890)

(7,779 )

(26,890)

5.577

(5,577)
subsi<l~~:s i BNR

(4.760)

MLD

5,577

Tra nsport•hon subsidy eJCptndilure/eKpens.e
To reverse est1mated over accrual of transportation

4.760

(4,760)

at

6130114

Mea sure R

Susbidies accrua l
Transportahon sub$icty eJCptnditure/eJCptnse
· To reverse est1mated over aoorval oftr.lnsporta bon
;6130f1 4

17, 189

17. 189

MLD
(17, 189)

subsid~~:s

IBNR at

( 19,111 )

Aggregate o f uncorrect ed audit differences (be:fore tu)

26,890

'-----'----+- - - -+---+-- ----1f-- --+---+----f--- -l

Tax effect o f uncorrec t ed audit d ifferences
(7,779)

(26,890)

26,890

Aggreg ate of uncorrect ed audit differ ences (after t u:)
Financial st•temen ta mounts (per fina l financial st atements)
U ncorr ected audit d ifferen ces aft er t a K e ffect as a percent• ge of fina nci•l st•tement amounts

418.939 1
- t .8'11ol

(2,855, 149)

).2 56, 4 S4

(40UOS~

0.9 %

0.0'!1.

~ .7%

Not• 1
"&&NIOII ' l l -... ..-lifclil'l.....-.-..l lnlpA<I "" - '

" ... nd.!ot <Ot ...~ ...

.........,.,

o ........U[ao _ finlol,...,.,...,ot<Ot~--- ~,.,..,.,.

IUdit&n.. o poo;ant oce'lii.........W ol"''"""'""'
. . . ... difr .......... t<ot.timpod .... . _

,:;.....d.lot <Ot ....,..,.,...,..,to[u-IIMol~ ot.c ~ - -~~- ...

- . . c t ... IUdit " " ' - "'

o _.,uce OIII.......W otot-

[ 2.8~.6<13

Note 1

""theMTAilolowr.........,~lentitl, thecomp¥<t.onofthe
p.K ... d

aud>l.odfoKIIIVnb M I I

petc.en!~~

ot tlw: thlrlce in

,..,a<..,U.O<Iuncl~larce•ilr.oto<e~blsosfor

ITWIIen.ol>ty .... wd'l,theltl.od>t>onllliNiysrs-lddfdto
meMun the oud01 .odJUllnwnU to tot.lolre..e- l<"od e-pense•

LACMTA- General Fund
Summary of Uncorrected Audit Differences
For year end ed 6/30/14
Amounts shown in thousands
Rollover (Income Statement)

Method used to quantify audit differences :

Impact of audit differences on financial statement capti ons
Correcting Entry Required at Current Peri od End
(Note- tf there is an end-of-period statement of net position error, the correcting entry shou ld be written irrespective

of the period in which the error originated (i.e., there should not be any adjustments to opening net position). If there
was an uncorrected error in the prior end-of-period ba lance sheet, but there is not an error in the current end-ofpe riod sta tement of net position , include only a desc ripti on in this secti on.)

Type of Error

Accounts and Description

W/P Ref

Debit

(Credit)

To record impact of recording transportation subsid y accrua l related to
the prior year in the current year (end of period net position amounts are
correctly stated)

GF

I
GF

I

I Income effect of

B

(Only Inc Stmt
accounts)

Investing
Act ivities

2, 186

2,186

2,186

I

MLD

636

636

(2 ,186)

636

I

(636)

7,478
Aggregate of uncorrected audit differences (before t ax)

2,822

(4,656)

I

2,822

(2,186)

(636)

(636)

L------l.-----,f-- - - -+-----f--- - - + - - - -+ - - - - + - - - - f - - - - - 1

Tax effect of uncorrected audit d iffere n ces

(4,656)

2,822

(2,186)

(636)

Aggregate of uncorrected audit differences (after tax)
Financial stateme nt amounts (per f ina l financial statement s)
Uncorrected audit differences after tax effect as a percentage of financ ial s tatement amounts

(37,568)

(512,59 1)

12.4%

-0.6%

576,795

(64,204)

-0 .4%

1.0%

Note 1
Aa~l•te o f uncorrectN

•udlt differences-tot•llmp•tt on re~nuet

Fln• ncl•lst•tement •mOUI'lts j.s per fi.,.l fln• ncl•l st•ternents)· revenues •nd tr•Mfe~
UncOtT•et.d •udit d ifferences •s • pen:enuce of fi.,.!'\C~I tUternent •moun IS
Aa:~c•te

of uncorrectf'd •udit differences· tot• I hnp•ct on u penHt

f lntnd•l stttement • mounts (•s per fiN I fin•ncl•t sttte~ntsr e~nses •nd t,.nders
UncOtTectf'd •udit d ifferences n • percent•ce of fiNnc~l slltement •mounts

Finan cing
Activities

(7.478)

7 ,478

MLD

636

Operating
Activities

C-B

(2 ,186)

Transportation subsidy expenditure/expense
Susbidies accrual
To record estimated under accrual of transportation subsid ies IBNR at
6/30/14

Total Assets I Tota l Liabilities

Net Position

C=A

KD

2,186

Intergovernmental revenue
Inter-governmental receivable
To write-off the intergovernmental recei vable

Ca sh Flow Effect
l ncrease /(Decrease)

Debiti(Credit)

In come effect
correcting the
according to the
Known Audit
balance sheet in
Rollover
prior period
Income effect of
Difference (KD)
(Income
or
correcting the
(carried forward
Statement)
Most Likely Aud it from prior period's curren t period
method
Difference (MLO)
balan ce sheet
colu mn C)

---A----

GF

Balance Sheet Effect

Income Statement Effect
Oebit/(Credit)

2,186
(138,901)

· 1.6"
(6,842)
101,333

-6.8"

Note 1

As the MTA is a iOIIernmental entity, the comparison of the
passed audit adjustments as~~

p ercent~ae

of the chanie In

net assets or fund balances Is not a reasonable basis for
mate riality. As such, the an additional an~tysis was added to
measure the ~ud it adjustments to tot~ l revenue and expenses
instead

LACMTA- Prop A
Summary of Uncorrected Audit Differences
For year ended 6/30/14
Amounts shown in thousands
Method used to quantify audit differences:

Rollover (Incom e Statem ent)

Impact of audit differen ces on finan cial statement captions
Correcting Entry Required at Current Period End
(Note -If there is an end-of-period statement of net po sition error, the co rrecting entry s h ould be written irre spective
of the period in whi ch the error originated (i.e., there should not be any adju stments to opening net position). If
there was an uncorrected erro r in the prior end-of-perio d balance sheet , but there is not an error in the current endof-period statement of net po sition , include only a des cripti on in this section .)

Income Statement Effect
Oebit/(Credrt)

Ca sh Flow Effect
I ncrea sef(Oecrease)

Balance Sheet Effect
DebiV(Credit)

I Income effect of
Income effect
correcting t he
according to the
balance sheet in
Known Audit
prior period
Income effect of
Rollover
Difference (KD)
(carried forward
or
(I ncome
correcting the
Most Likely Audit from prior period's current period
Statement)
method
column C)
Difference (MLD)
balance sheet
Type of Error

Accounts and Desc ription

W /P Ref

Debit

(Credit)

---A---

Prop A
(C.3.0020)

Prop A

Prop A

11

T o record net impact of recording net sales tax receiva bles and related
' accrued liabiliti~s related to the prior year in the current year (end of
period net position amounts are correctty stated)
Impact to revenue
Impact to expenses

To record impact of recording transportation subsidy accrual related to
the prior year in the current year (end of period net position amounts are
correctly stated)

Susbidies accrual
Transportation subsidy expenditure/expense
T o reverse estimated over accrual of transportation subsidies IBNR at
6/30/ 14

4 ,760

C=A
(Only Inc Stmt
accounts)

B

Net Positi on

Total Assets

Operating
Activities

ITotal Liabilities

(6 1,239)
14,54 5

61 ,239
(1 4 ,545)

MLD

10,146

(10, 146)

[Ill

MLD

4,760

(4 ,760)

(36, 54 8)

(4 ,760)

(4,760)

(4.760)

(4 ,760)

3 1,788

(4 ,760)

4,760

'-------'------+- - - --1f-----+----+-----11r----+----+-----l

Ta x effect of uncorrected audit differences
31,788

(4 ,760)

4 ,760

Aggregate of uncorrected audit differences (after tax)
Financial statement amounts (per final financial statements)
Uncorrected audit differences after tax effect as a percentage of financial statement amounts

(15 1,4 54)

(342, 565)

-2 1.0%

1.4%

390,362

0.0%

(47,797)

-1 0.0%

Note 1
~res<~te

of uncorrected •udlt differences-tot•llmpKt on rewnues

s~tement

•mounu (•s per lin•l fln•nd•1 st•temenU)- rewnues •nd tnonslel"$

Uncorrected •l>dit differences •s • perte nt•re of fin.nd•llitatement •mounts
~rerate

of uncOt"Tec ted •udlt difference$· t ot• I lmp•d on upenses

Fln•nd•l sl•tement •mounU (u per fin• I linandal s~tements) - upenses •MI transfen
Uncorrected •udlt differences.., • percent•re of fin•ncf•lst•tement •mounts

61,239
(779,904}
-7.9%

Note 1

As t he MTA is a liOVernmenta l entity, the compa rison of the
passed audit

_}

adjustm~nts

as a a

percent aa~

of the ch•naeln

(29,451)

netassetsorfund balances is nota reasonable basis for

628,450

materiality . Assuch,theanadditiona1an•lysiswu •ddedto
measure the audit adjustments to t otal reve nu e •nd expenses
instead .

_....,___

Financing
Activities

C-8

KD

Aggregate of un co rrected audit differences (before tax)

Flnancl•l

Investing
Activities

LAC MTA -Prop C
Summ ary of Uncorrected Audit Differences
For year ended 6/30/14
Amounts shown in thousands
Method used to quantify audit differences:

Rollover (Income Statement)

Impact o f aud it differen ces o n f inanc ial s tatemen t cap tio n s

Correcting Entry Req uired at Current Period End
(No te -If th ere is an end-of-perio d st atem ent o f n et pos itio n erro r, the correcting entry sh ould be w ritt en irrespective
of the perio d in whic h the error o riginated (i.e., there should not be any adju st ment s t o opening n et posrtion). If there
was an uncorrected error in the p rior en d-of-period balance sheet , but th ere is n ot an error in the c urrent end-ofperiod statement of n et position, include only a description in this sect ion.)

In come Statement Effect
Oe bit/(Credit)

Balance Sheet Effect
Oe bit/(Cred it)

Type of Erro r

Accounts and Description

W/PRef

Debit

I

(Credit)

- --A ----Prop C

11

(C.3 .00 30)

Income effect of
Income effect
correcting the
according to the
Knov.n Audit
balance sheet in
Rollove r
Income effect of
Difference (KD)
prior period
(Income
correcting the
or
(carried forward
Statement)
Most likely Audit from prior period's current period
method
Difference (MLD)
column C)
balance sheet
C=A
(Onlyl
8
C-8
ln c Stmt
accounts

Ca sh Flow Effect
lncr easef(Decrease)

Net Position

Total Assets I Total Liabilities

Operating
Activities

Investing
Activities

Financing
Activities

I

To record impact ofrecording net sales tax receivables and related
accrued liabilities related to the prior year in the current year (end of period
net position amounts are correctty stated)
Impact to revenue
Impact to expenses

(61,274)
12,071

KD

61,274
(12 ,071)

-Prop C

I

To record impact of recording transportation subsidy accrual related to the
2 l prior year in the current year (end of period net position amounts are
correctly stated)

Prop C

I

3

MLD

74 ,816

MLD

3,904

(74 ,816)

-To record impact of recording transportation subsidy accrual related to the

Iprior year in the current year (end of period net position amounts are

(3 ,904)

correctly stated)

Prop C

Susbidies accrual
Transportation subsidy expenditure/expense
To reverse estimated over accrual of transportation subsidies IBNR at
6130114

5,577

MLD
(5,577)

(5,577)

29,5 17
Aggregate of un corrected audit differences (before tax)

(5,577)

I

5,577
(5 ,577)

(5,577)

(35,094)

(5,577)

5,577

'--- ---'------+----+----t-----+----+-----+----+-----1

Tax effect of uncorrected audit differences
(35,094)

(5,577)

5,577

Aggregate of unco rrected audit differen ces (after tax)
Financ ial statement amounts (per final fin anc ial statements)
Uncorrected aud it d ifferences after t ax effect as a percentage of fin ancial statement amounts

638

(39,419)

-5500.6%

14.1%

431,744
0 .0%

(392,325)

-1.4%

Note 1
Acc•el~teolurocouecudaud itdiffererocu ·totll i"'ffldOnntvenues
F lnanclalstatementamounts(uperrlnalflnanc~lltltements)·revenuesandtrlnlfers

Uncorret;ted audiT. differences a• •

pero;ent~1e

of lin;oncl.olstatement amounts

A(crelateolurocouededludiT.differenceo· tot.JIImpadonexpenses
Financial statement amounts (u per final

financ~llt.JtemenU)·

upense s and transfers

Uncorrected audiT. difference• u a perunta1e of linancl.ol rtatement amounts

61.274
(1.091.004

Note 1 As the MTA is a governmental entity, the comparison of the

·5.6'

passedauditadjustmentsasaapercentageo fth e changeln

(96,368
1.091.642

netassetsorfundbalancesisnotareasonablebasis for
materiality. As such, th e an additional analysis was added to
me;~sure

insteild

th e audit

;~djustments

to tot Ill revenue and ewprnses

LACMTA- MeasureR
Summary of Uncorrected Audit Differences
For year ended 6/30/14
Amounts shown in thousands
Method used to quantify audit differences:

Rollover (Income Statement)

Impact of audit differences on financial statement captions
Correcting Entry Required at Current Period End
(Note · If there is an end-of-Period statement of net position error, the correcting entry should be written irrespective
of the period in which the error originated (i.e ., t here should not be any adjustments to opening net position). If there
was an uncorrected error in the prior end-of-period balance sheet, but there is not an error in the current end-ofperiod statement of net position, include only a description in this section.)

Income Statement Effect

Balance Sheet Effect

Cash Flow Effect

Oebit/(Credit)

Debit/(Credit)

lncrease/(Oecrease)

I Income effect of
In come effect
correcting the
according to the
bala nce sheet in
Kn own Audit
Differe nce (KD)
Rollover
prior period
Income effect of
(Income
(carried forward
or
correcting the
Statement)
Most Likely Audit from prior period's cu rrent period
Difference (MLD)
column C)
ba lance sheet
method
Type of Error

WIPRef

Accounts and Description

Debit

(Credit)

---A----

MeasureR

Mea sure R

To record impa ct of reco rding transportation subsidy accrual related to
the prior year in the current year (end of period net position amounts are
correctly sta ted)

Susbidies accrual
Transportation subsidy expenditu re/expense
To reverse estimated over accrual of transportation subsidies IBNR at
6/30/14

3,198

MLD

17,189

C=A
(On ly Inc Stmt
accounts)

B

Net Position

Total Assets

Operating
Activities

I Total Liabilities

C-B

Investing
Activities

II

(3 ,198)

17,189

MLD

(17 ,189)

3,198 I
Aggregate of uncorrected audit differences (before tax)

(17, 189)

(17, 189)

(17 ,189)

(17,189)1

(20,387) 1

(17 ,189)1

I

17 ,189

t.

' - - - - - - ' - - - - - j - - - - - + - - - - j - - - - - j - - - - - f ; : -- - - + - - - - t - -- --i
t

Tax effect of uncorrected audit differences

(20,387)

17,189

(17,189)

Aggregate of uncorrected audit differences (after tax)
Financial statement amounts (per final financial statements)
Uncorrected audit differences after tax effect as a percentage of financial statement amounts

514,827

(664,954)

-3.9%

2.6o/o

815,472

0.0%

{1 60,518)

-10.7%

Note 1
A&&re&•te of uncorrecte-d •udit d ifferen.ces-tou.llmp•ct on revenues
fiNi nd•l st•tement • mounts (.s per fin.~~ I fin•n.ci•l st•tements)- revenues •nd
Uncorrecte-d •udlt d ifferences n • pen:ent•&e of

fin.~~n.cl•l

tr•l'llfe~

st•tement •mounts

A,ure1•te o f uncorrecte-d •udit differences· to t•llmJI'ct on e~ns.es
FINtnd•l st11tement • mounts (u per fiN I fiN n.cllol

st•t~menu)-

upenws •nd

Unco rncted •udlt d itf•rences u • pen:ent•ae of fin.~~n.cllol stlltement •mounts

tr•nsf~~

Financing
Activities

(776,475)

Note 1 As the MTA is a go-Jernmental entity, the comparison of the

0 .0%

passed audit adjustments as a apercenta1e of the chan1e in

(10,387)

net assets or fund balances is not a reasonable basis for
materiality. As such, the an additional 011nalysis was added to

1,301,302

· 1.6"

measure thea uditadjustments tototalre-Jenueandexpenses
instead

LACMTA- PTMI SEA
Summ ary of Uncorrected Audit Differences
For year ended 6/30/14
Amounts shown in thousands
Method used to quantify audit differences:

Rollover (In come Statement)

Impa ct of audit d ifferences on financia l statement captions
Correcting Entry Required at Current Period End
(Note -If there is an end..of.period statement of net position error, the correcting entry should be written irrespective
of the period in which the error originated (i.e ., there sh ould not be any adjustments to opening net position). If there
w as an unc o rrected error in the prior end..of-period balance sheet , but there is not an erro r in the current end~f
period statement of net position , include only a description in this section .)

Balance Sheet Effect

In c ome Statement Effect
Debit/(Cred it)

Cash Flow Effect
lncrease /(Decrease)

Oebit/(Credit)

Type of Error

Income effect of
Income effect
correcting the
accord ing to the
ba lance sheet in
Rollover
Income effect of
prior period
or
(carried forward
correcting the
(Income
Stateme nt)
Most Likely Audit from prior pe riod's current period
Difference (MLO)
method
column C)
balance sheet
Known Audit
Difference (KO)

W/PRef

Accounts and Description

Deb it

(Credit)

Net Position

I

Tota l Assets

ITotal Liabil ities I

Ope rating
Activities

Investing
Activities

Financing
Activities

C=A

---A---

8

(Only Inc Stmt

C-8

acco unts}
None.

Aggregate of unc orrected audit differences (before tax)

' - - - - - - - ' - - - - - l - - - - - + -- - - t - - - - - - t - - - - - t ----+----t------1

Tax effect of unco rrected audit differences
Aggregate of unc orrected audit differences (after tax)
Financial statement amounts (per final financial statements)

S0,039

(108,904)

209,770

(1 00,866)

0.0%

0 .0%

0.0%

0 .0%

Uncorrected audit difference s after tax effect as a percentage of financial statement amounts
Note 1
Aa:recate of uncorrected audit differences-tot.lllmpact on revenues

IR£FI

fina ncial statement •mounts (n per final financl•l stltements}- revenues and t r1nsfers
Uncorrected 1udit differences I S 1 percent•se of fina ncial st1tement amounts

(1Sl,769)

fln•nclal stltement 1mounts (u

pe.t

final fi nancial st1tements}- eKpe rtSU 1nd tr'll nsfers

Uncorrected 1ud it differli"Kes n 1 perc:enuce of financi.ll statement •mounu

Note 1 As the MTA i s ~ covernmental entity, th e comparison of the
passed

ffRHI

Aa:re11te of uncorrected 1udil diffe rences- totlllmplct on upenses

~udit

adjustments u

~ ~ percent~ge

of the change in

netassetsorfund balances is nota reasonable basis for
203,808

0.0%1

materiality. As such, the an add itional analysis was added to
measure t he audit adjustments to total revenue and upenu:s
instead.

LACMTA - TDA
Summary of Unco rrected Audit Differences
For yea r end ed 6/30/ 14
Amounts shown in thousands
Method used to qu antify audit differences :

Rollover (Income Statement)

Impact of audit differences o n fin ancial statement c aption s
Correc ting En try Requi red at Cu rrent Period End
(Note- tf there i s an end-of-period statement of net position error, the correcting entry shou ld be w ritten irres pect ive
of t he period in which the error originated (i.e ., there should not be any adjustments t o o pening n et posrtton). If th ere
w as an uncorrected error in the p rio r end-of-pe riod balance sheet , b ut t here is n ot an error in the c urrent end-ofperiod statement of net pos iHon , inc lud e o nly a descr iption in th is sect ion,)

Cash Flow Effect
Inc re a se/( Dec rease)

Balance Sheet Effect
Oebit/(Credit)

I nc ome Statement Effect

De bit/( Credit)
Type o f Error

A ccounts and Descri ption

WfPRef

Debit

I

(Cred it)

-----A----TDA

Income effect of
Income effect
correcting the
according to the
balance sheet in
Kno'Ml Audit
Ro llo ver
Difference (KO)
prior period
Income effect of
or
(carried forward
correcting the
(Income
Most likely Audit from prior period's current period
Statement)
meth od
Difference (MLD)
column C)
balance sheet
C =A
(Only
B
lnc Stmt
C-B
accounts)

To record impact of recording net sales tax receivables rel ated to the prior
year in the current year (end of period net position amounts are correcUy
stated)

KD

To record impact of recording transportation subsidy accrual related to th e
prior year in the current year (en d of period net position amounts are
correctly stated)

MLD

(3 1,771 )

31,77 1

6 ,322

(6,322)

Net Position

Total Assets

I Total liabilities

Operating
A ctivities

Investing
Activities

Financing
Activities

(C.3.0050)

TDA

(25 ,449)

25 ,449

Aggregate of un co rrected aud it differences (befo re ta x) L - - - - - L - - - - +- - - -+

- - - -+ - - - - - + - - --

- f l - - - - - t - -- -+

Tax effect of un correct ed a udit d rtferences
25,449

Aggregate of uncorrected audit d ifferen ces (after ta x)
Financia l statement amounts (per f inal f inancial statements)
Uncorrected audit d ifferen ces after tax effect as a percentage of financial statement amounts

124,644

20.4%

(199,743)

249,010

0.0%

0.0%

(49,267)

0.0%

Note 1
Accrtllle of UI'ICorrected 1 udh diffeunces-totll Impact on re....,......,s
Flrwnd1l stltement 1mounts (IS per firwl r>Nno:;.lstltements)·
Uneorreeted 1udit d ifferencet

IS

~....,......,,

31,771
1nd tr1nsfers

1 peroenta1e of fiNO...O.I rtllement 1mounts

Acc•t&lle of uncorrected 1 udit differences- tot. I Impact on e ltpO!nlel
Flna nd~l

tbtement lmo<WIIs (IS per fiNO! fiNOno:;.t sutements .. ellf>"nseS • nd tr•nslers

Uneorreeted 1udit differences n

~ per~nta1e

of financlll tt• tement •mounts

(39l99S

'·'

(6,322
516,639

·1.2"

Note 1

the MT A Is 1 governmental entity, th e comparison of the
passed aud it adjustments as i " percentage of the change In

As

netassetsorfundbalancnisnOtire<tsonableb.lsis for
materiality. As such, th e an iddition<tl <t n<tlysis w ;rs ~ t o
measure t he audit adjustments t o t otal revenue and expenses
inste<td

-

---;

LACMTA- STA
Summary of Uncorrected Audit Differences
For year end ed 6/30/ 14
Amounts sh own in thousands
Rollover (Income Statement)

Method used to quantify a udit differences:

Impact of audit differences on financ ial statement c aption s
Correcting Entry Required at Current Period End
(Note - If there is an end ~ f-period statement of net po sition e rror, the co rrecting entry shoukl be written irrespect ive
of the perio d in wh ich the erro r originated (i.e ., there shoukl not be any adju stments to opening net positio n). If th ere
was an uncorrected error in th e p rio r end-of-period balance sheet , but there is not an error in the c urTent end-ofperiod st at em ent of net pos ition , inc lude only a d escriptio n in this sectio n.)

Income Statement Effect
Debit/( Credit)

Type of Error

W/PRef

Debit

A cco unts and Desc riptio n

I

(Credit)

Income effect of
Income effect
correcting the
according to the
balance sheet in
prior period
Rollover
Income effect of
correcting the
(carried forward
(Income
from prior period's current period
statement)
balance sheet
column C)
method

Known Audit
Difference (KD)
or
Most Likety Audit
Difference (MLD)

-----A----STA

To record impact of recording transportation subsidy accrual related to the
prior year in the current year (end of period net position amounts are
correctty stated)

C =A
(Only!
ln c Stmt
accounts

B

Cash Flow Effect
lnc rease/(Oecrease)

Balance Sh eet Effect
Oebit/(Credit)

Net Position

Operating
Activities

Total Assets I Total Liabilities

C-B

2 ,694

(2 ,694)

2,694

(2 ,694)

'------'-----+-- --+----j---- -+- - - -f-----+----+-----1

Ta x effect of un corrected a ud it differences
(2 ,694)
Aggreg ate of uncorTected audit differences (after t ax)
Financ ial statem ent amounts (per final fin ancia l statem ents)
Uncorrec ted audit differences after ta x effect as a percentage of fin anci al statement amo unts

9,475
-28.4%

(3,720)

(46,235)

49,955

0.0%

0.0%

0.0%

Note 1
"&&•~J.Ito!

of uncol'r~~d 1udlt dlff~r~nu•·tot.al impao;t on

"'Yilt~

Uncol'rected

~udit

tr~nlfers

dlfferenus • • • percent•re of fiN nclllln.uement emounts

"&&;rec•te of uncorr~ed •udlt dlfferenus- totlllmpKt on u.penses
Flnandelstltement emo..,ts (11 per fin.al fin.and .. lstetementsr upenses ..nd trenslen
Uncorrected 1udlt dlfferenus • • 1 percentiJit of fiNncllllatltement emounts

Financing
Activities

II
MLD

Aggreg ate of unco rrected audit difference s (before t ax)

Flrwnd.al•t.atement .mo... ts (u per firwl fin.a nd.. l•t .. tementsr revenue• .. nd

Investing
Activities

(112,290

'"'

!2,694)1
13l,76S
-2 .~

Note 1 As th e MTA is il govern mental entity, t he comparison of the
pass ed audit adjust ments as a a percentage of t he change In
net assetsor fu nd balancesis nota re<tSonableb<H.Is for
materiality. As such, the

;~ n

i!ddit lonal analysis was added to

measurethe audit adjvst ments t o t ota l revenue and expenses
Instead

LACMTA- Aggregate Remaining
Summary of Uncorrected Audit Differences
For year ended 6/30/14
Amounts shown in thousands
Rollover (Income Statement)

Method used to quantify audit differences :

VVhen audit test results identify misstatements in the financial statements, we consider v.flether such misstatements may be indicative of fraud. That determination affects our evaluation of materiality and the related responses necessary as a resutt of that evaluation . [K.AM 7198US 1]

Impact of audit drtferences on finan c ial statement captions

Correcting Entry Required at Current Period End
(Note ·If there is an end ~f·period statement of net position error, the correcting entry should be written irrespective
of the period in wh ich the error originated (i.e., there should not be any adjustments to opening net position). If
there was an unco rrected error in the prior e nd ~f-period b alance sheet, but there is not an error in the current endof-period statement of n et position, in c lude only a description in thi s section,)

Income Statement Effect
Debit/( Credit)

Ca sh Fklw Effect
Increase/( Decrea se)

Balance Sh eet Effect
Debitf(Credit)

Type of Error

W/PRef

De bit

Accounts and Description

(Credrt)

-----A----

Oth er SF

Expenditure
Intergovernmental revenue
Advan ce payable
To properly record amounts received in advance , revenue related to
qualifying expenditures incurred as well as payables .....tl ere expenditures
have not yet been incurred.

Income effect of
Income effect
correcting the
according to the
Kno'Ml Audit
balance sheet in
Rollover
Difference (KD)
prior period
Income effect of
(Income
or
(carried forward
correcting the
Statement)
Most Likely Audit from prior period's current period
balance sheet
method
Difference (MLD)
column C)
C=A
B
(Only Inc Stmt
C- B
accounts)
1,570
(190)

1,570
(190)
(1,380)

KD

1,570
(190):

Operating
Net Position

Total Assets ITotal liabilities

Activities

1,570
(190)
(1 .380)

I~

( 1,380)

Tax effect of uncorrected audit differences

( 1 ,380) 1 ~
Aggregate of unco rrected audit differences (after tax)
Financial statement amounts (per final f inancial statements)

(9 7,546)

1.-'%

Un corrected audit differences after tax effect as a percentage offinancial statement amounts

~JIIe

of uncorTected audit dlfferences·tollllmplct on re...enues

{190)

Financial statement amoonh (as per final flnandllstatemenbr re venues and transfers
Uncorrected audit differences as 1 percentaae of financial statement amoonts
AcJrqate of uiKOI'Tected audit differences- tot.! impact on expenses
Fln ~nel•l

n"ement amounts (u per final fin•nd•llt•temenbr

expense~

{356,698)
0 .1"
1,5ro

.and tr•nsfers

lJncon'ected audit differences as 1 pen:enteae of finenctelst.etemcnt amounts

128,516

"'

Note 1 As the MTA Is •1overnmennl entity, t he

comp;~rison ofthe

p;~ssed;~udit;~djustments;~s;~ ;~percentOIIeofth e ch Jnlel n

net ;~nets or fund
m;~teri;~lrty .

b ;~l;~ncfl

As such, t he

Is not

;1 renon;~ ble

;~ n l ddition;~ l ;~n;~ lysis

b01$is for
wn ;~dded to

m enure the .a udit .adjustments t o toul revenue and expenses
lnstud.

Investing
Activities

Financing
Activities

