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INDEPENDENT AUDITOR’S 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 special
revenue fund of the Service Authority for Freeway Emergencies (SAFE), a component unit of the Los
Angeles County Metropolitan Transportation Authority (LACMTA), as of and for the year ended June 30,
2019, and the related notes to the financial statements, which collectively comprises 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 accounting principles generally accepted in the United States of America; 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. 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 auditor’s 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 opinions.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of SAFE as of June 30, 2019, and the changes in financial position thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
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. Our
opinions on the basic financial statements are not affected by this missing information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise SAFE’s basic financial statements. The budgetary comparison information is presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The budgetary comparison information, as listed in the table of contents, 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. This information has 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 25,
2019 on our consideration of SAFE’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 SAFE’s internal control over financial reporting and
compliance.

Crowe LLP

Los Angeles, California
November 25, 2019
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Gove rnm e nta lActivitie s

Asse ts:

Ca sh a nd c a sh e quiva le nts $ 16,698

Inve stm e nts 9,720

Inte rg ove rnm e nta lre c e iva b le 1,446

Inte re stre c e iva b le 68

Tota la sse ts 27,932

Lia b ilitie s:

Ac c ountspa ya b le a nd a c c rue d e xpe nse s 667

Tota llia b ilitie s 667

Ne tposition:

Re stric te d form otorista id syste m proje c ts 27,265

Tota lne tposition $ 27,265

Se e a c c om pa nying note stothe b a sic fina nc ia lsta te m e nts.



SERVICE AUTHORITY FOR FREEWAY EMERGENCIES
(A Component Unit of the

Los Angeles County Metropolitan Transportation Authority)
Statement of Activities

For year ended June 30, 2019
(Amounts expressed in thousands)

____________________________________________________________________________________
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Gove rnm e nta lAc tivitie s

Prog ra m e xpe nse s,ne tofre ve nue s:

Tra nsitope ra tions:

Cong e stionre lie fope ra tions $ 5,416

Tota lprog ra m e xpe nse s 5,416

Ge ne ra lre ve nue s:

Lic e nse fe e s 8,337

Inve stm e ntinc om e 768

Tota lg e ne ra lre ve nue s 9,105

Cha ng e inne tposition 3,689

N e tposition– b e g inning ofye a r 23,576

N e tposition– e nd ofye a r $ 27,265

Se e a c c om pa nying note stothe b a sic fina nc ia lsta te m e nts.
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(A Component Unit of the

Los Angeles County Metropolitan Transportation Authority)
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Spe cia lRe ve nue Fund

Asse ts:

Ca sh a nd c a sh e quiva le nts $ 16,698

Inve stm e nts 9,720

Inte rg ove rnm e nta lre c e iva b le 1,446

Inte re stre c e iva b le 68

Tota la sse ts $ 27,932

Lia b ilitie s:

Ac c ountspa ya b le a nd a c c rue d lia b ilitie s 667

Fund b a la nc e :

Re stric te d form otorista id syste m proje c ts 27,265

Tota llia b ilitie sa nd fund b a la nc e $ 27,265

Se e a c c om pa nying note stothe b a sic fina nc ia lsta te m e nts.
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Spe cia lRe ve nue Fund

Re ve nue s:

Lic e nse fe e s $ 8,337

Inve stm e ntinc om e 768

Tota lre ve nue s 9,105

Expe nd iture s:

Ad m inistra tiona nd othe rtra nsporta tionproje c ts 5,416

Tota le xpe nd iture s 5,416

N e tc ha ng e infund b a la nc e 3,689

Fund b a la nc e – b e g inning ofye a r 23,576

Fund b a la nc e – e nd ofye a r $ 27,265

Se e a c c om pa nying note stothe b a sic fina nc ia lsta te m e nts.
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The note s to the b a sic fina nc ia l sta te m e nts a re a sum m a ry of sig nific a nt a c c ounting polic ie s a nd othe r

d isc losure sc onsid e re d ne c e ssa ryfora c le a rund e rsta nd ing ofthe a c c om pa nying b a sic fina nc ia lsta te m e nts.

Unle ssothe rwise ind ic a te d ,a lld olla ra m ountsa re e xpre sse d inthousa nd s.

(1) Sum m a ryofSig nific a ntAcc ounting Polic ie s

(a )

The Se rvic e AuthorityforFre e wa yEm e rg e nc ie s(SAFE) wa sc re a te d inFe b rua ry1988 pursua ntto

Ca lifornia Stre e ts a nd H ig hwa y Cod e Se c tion2550 e tse q.,a nd is re sponsib le forthe ope ra tion,

m a inte na nc e ,a nd a d m inistra tionofthe LosAng e le sCountyKe nne th H a hnCa llBoxsyste m .Und e r

the a uthorityofthe a b ove se c tion,the LosAng e le sCountyM e tropolita n Tra nsporta tion Authority

(LACM TA) isthe d e sig na te d SAFEforLosAng e le sCounty.

As LACM TA’s b oa rd is SAFE’s b oa rd ,SAFEis a c om pone ntunitofLACM TA a nd is inc lud e d in

LACM TA’sfina nc ia lsta te m e ntsa sa b le nd e d c om pone ntunit.

(b )

SAFE is re sponsib le for the im ple m e nta tion, m a inte na nc e , ope ra tion, a nd a d m inistra tion of

m otorista id on the ne twork offre e wa ys,hig hwa ys,a nd uninc orpora te d c ounty roa d sw ithin Los

Ang e le s County.SAFEope ra te s a nd m a inta ins a pproxim a te ly 625 (notin thousa nd s) c a llb oxe s

a long 436 (notin thousa nd s) m ile soffre e wa ys,sta te hig hwa ys,a nd se le c te d c ountyroa d sin Los

Ang e le s County.SAFE a lso fund s,ope ra te s,a nd m a na g e s the Southe rn Ca lifornia 511 tra ve le r

inform a tion syste m .Thissyste m provid e sre a l-tim e a nd pla nne d tra ffic ,tra nsita nd othe rre la te d

tra ve le rinform a tiontothe pub lic via the phone ,we b a nd m ob ile a pplic a tion.

(c )

SAFE’s fina nc ia l sta te m e nts,pre pa re d in a c c ord a nc e w ith Gove rnm e nta l Ac c ounting Sta nd a rd s

Boa rd (GASB) Sta te m e ntN o.34,

,c onsistofg ove rnm e nt-w id e sta te m e nts,inc lud ing a

sta te m e ntofne tposition,sta te m e ntofa c tivitie s,a nd fund fina nc ia lsta te m e nts,whic h provid e a

m ore d e ta ile d le ve loffina nc ia linform a tion.
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The g ove rnm e nt-w id e fina nc ia lsta te m e ntsre portinform a tionona llofthe non-fid uc ia rya c tivitie s

ofthe a g e nc ya nd a re re porte d using the e c onom ic re sourc e sm e a sure m e ntfoc usa nd the a c c rua l

b a sisofa c c ounting .

The sta te m e nt of a c tivitie s d e m onstra te s the d e g re e to whic h the d ire c t e xpe nse s, inc lud ing

c e ntra lize d e xpe nse s of a g ive n func tion or se g m e nt, a re offse t b y prog ra m re ve nue s.Dire c t

e xpe nse sa re those tha ta re c le a rlyid e ntifia b le witha spe c ific func tionorse g m e nt.Lic e nse fe e sa nd

inve stm e nte a rning snotc onsid e re d prog ra m re ve nue sa re re porte d a sg e ne ra lre ve nue s.

(d )

SAFEutilize sfund a c c ounting tore portitsfina nc ia lpositiona nd the re sultsofitsope ra tions.Fund

a c c ounting is d e sig ne d to d e m onstra te le g a l c om plia nc e a nd to a id fina nc ia l m a na g e m e nt b y

se g re g a ting tra nsa c tionsre la te d toc e rta ing ove rnm e nta lfunc tionsora c tivitie s.A fund isa se pa ra te

a c c ounting e ntity w ith a se lf-b a la nc ing se tofa c c ounts.Fund sa re c la ssifie d into thre e c a te g orie s:

g ove rnm e nta l,proprie ta ry,a nd fid uc ia ry.

Gove rnm e nta lfund s a re use d to a c c ountfor SAFE’s a c tivitie s.The g ove rnm e nta lfund fina nc ia l

sta te m e ntsa re re porte d using the c urre ntfina nc ia lre sourc e sm e a sure m e ntfoc usa nd the m od ifie d

a c c rua l b a sis of a c c ounting . Ad d itiona lly, the SAFE fund is c onsid e re d a spe c ia l re ve nue

g ove rnm e nta lfund .Spe c ia lre ve nue fund sa re use d toa c c ountforspe c ific re ve nue sourc e stha ta re

le g a llyre stric te d tospe c ific purpose s.Re ve nue sa re re c og nize d a ssoona sthe ya re b othm e a sura b le

a nd a va ila b le .Re ve nue sa re c onsid e re d tob e a va ila b le whe nthe ya re c olle c tib le w ithinthe c urre nt

pe riod orsoon e noug h the re a fte rto pa y lia b ilitie softhe c urre ntpe riod .Forthispurpose ,SAFE

c onsid e rsre ve nue stob e a va ila b le ifthe ya re c olle c te d w ithin90 d a ysofthe e nd ofthe c urre ntfisc a l

pe riod .Expe nd iture s g e ne ra lly a re re c ord e d whe n a lia b ility is inc urre d a nd a va lid c la im is

pre se nte d .

(e )

Re stric te d fund b a la nc e a nd ne tposition inc lud e a m ounts tha tc a n b e spe ntonly for spe c ific

purpose s stipula te d b y e na b ling le g isla tion, b y g ra nts, c re d itors, or b y re g ula tions of othe r

g ove rnm e nts.SAFE’sfund b a la nc e a nd ne tposition we re c la ssifie d a sre stric te d a sthe yc a n only

b e use d ina c c ord a nc e w ith the provisionsofthe Ca lifornia Stre e tsa nd H ig hwa yCod e Se c tion2550

e tse qb ywhic h the fund wa sc re a te d .
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(f)

Ena b ling le g isla tiona nd a d opte d polic ie sa nd proc e d ure sprovid e tha tthe SAFEBoa rd ofDire c tors

a pprove a n a nnua lb ud g e t.The Boa rd ofDire c torsc ond uc tsa pub lic he a ring ford isc ussion ofthe

propose d a nnua lb ud g e tpriortoa d optionofthe fina lb ud g e t.Une xpe nd e d a ppropria tionsla pse a t

ye a r-e nd .The le g a l le ve l of c ontrol is a t the fund le ve l, a nd e xpe nse s m a y not e xc e e d tota l

a ppropria tions without b oa rd a pprova l.By polic y, the b oa rd ha s provid e d proc e d ure s for

m a na g e m e ntto m a ke re visionswithin ope ra tiona lorproje c tb ud g e tswhe n the re isno ne td olla r

im pa c tto tota la ppropria tions.The b ud g e tispre pa re d in a c c ord a nc e w ith a c c ounting princ iple s

g e ne ra llya c c e pte d inthe Unite d Sta te sofAm e ric a (GAAP).

(g )

SAFEm a inta insa m inim um b a la nc e w ith the LosAng e le sCountyTre a sure r’se xte rna linve stm e nt

pool.Ba la nc e sine xc e ssof$50 a re withd ra w na nd d e posite d intothe LACM TA inte rna linve stm e nt

pool.Ca sh a nd inve stm e ntsa re re porte d a tfa irm a rke tva lue whic h isthe quote d m a rke tpric e .

(h)

Re c e iva b le sa re ne tofe stim a te d a llowa nc e sforunc olle c tib le a c c ountswhic ha re d e te rm ine d b a se d

on pa ste xpe rie nc e . Re c e iva b le s inc lud e lic e nse fe e s d ue from the Sta te De pa rtm e ntofM otor

Ve hic le s.AsofJune 30,2019,SAFEha sa re c e iva b le forlic e nse fe e sof$1,446.

Ve hic le re g istra tionfe e sre ve nue isre c og nize d whe ne a rne d a nd isg e ne ra te d b ya $1(a m ountnot

in thousa nd s) pe r e a c h c a r re g iste re d in Los Ang e le s County,whic h is c olle c te d b y the Sta te

De pa rtm e ntofM otorVe hic le s.

The re we re none w GASB Pronounc e m e ntsa pplic a b le toSAFEforthe ye a re nd e d June 30,2019.
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(2) Ca sh a nd Inve stm e nts

The follow ing isa b re a kd ow nofSAFE’sc a sh a nd inve stm e ntsa sofJune 30,2019.

LACM TA inve stm e ntpool $ 25,647

LosAng e le sCountyinve stm e ntpool 771

Tota l $ 26,418

SAFE’sc a sh b a la nc e sa re poole d with othe rLACM TA fund spa rtic ipa ting in the inve stm e ntpoolb ythe

LACM TA Tre a sure r.The se fund sa re sub je c ttow ithd ra wa lfrom the Tre a sure r’spoolupond e m a nd .The

LACM TA Boa rd ofDire c torsprovid e sre g ula toryove rsig htforthe LACM TA pool.Ea c h fund m a inta insa n

e quity inte re stin the poola nd ispre se nte d a sc a sh a nd inve stm e ntsin the Sta te m e ntofN e tPosition.

The va lue ofthe positioninthe inve stm e ntpoolisthe sa m e a sthe va lue ofthe pool.The inve stm e ntpool

isnotra te d forpurpose sofe va lua ting c re d itrisk a sofJune 30,2019.De ta ile d inform a tionre g a rd ing the

LACM TA’spoole d c a sh a nd inve stm e ntsc a n b e found in the LACM TA Com pre he nsive Annua lFina nc ia l

Re port(CAFR).A c opy ofthe LACM TA’sCAFR c a n b e ob ta ine d b y sub m itting a w ritte n re que stto the

Ac c ounting De pa rtm e nt,One Ga te wa yPla za ,LosAng e le s,CA 90012 2952.

SAFE’sc a sh b a la nc e sa re a lsopoole d w ith othe rCountyfund sa nd inve ste d b ythe LosAng e le sCounty

Tre a sure r.The se fund sa re sub je c ttow ithd ra wa lfrom the Tre a sure r’spoolupon d e m a nd .The County

Boa rd ofSupe rvisorsprovid e sre g ula toryove rsig htforthe LosAng e le sCountyInve stm e ntPool(LACIP).

The va lue ofthe positioninthe inve stm e ntpoolisthe sa m e a sthe va lue ofthe pool.The inve stm e ntpool

isnotra te d forpurpose sofe va lua ting c re d itrisk a sofJune 30,2019.De ta ile d inform a tionre g a rd ing the

County’spoole d c a sh a nd inve stm e ntsc a nb e found inthe CountyofLosAng e le sCom pre he nsive Annua l

Fina nc ia lRe port(CAFR).A c opyofthe County’sCAFR c a n b e ob ta ine d b ysub m itting a w ritte nre que st

to the Los Ang e le s County Aud itorControlle r,500 W e stTe m ple Stre e t,Room 525,Los Ang e le s,CA

90012 2766.

In a c c ord a nc e with GASB Sta te m e ntN o.40,

,c e rta in re quire d d isc losure sre g a rd ing inve stm e ntpolic ie sa nd pra c tic e swith re spe c t
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tothe risk a ssoc ia te d w ith the irc onc e ntra tionofc re d itrisk,c ustod ia lc re d itrisk,inte re stra te risk,a nd

fore ig nc urre nc yrisk a re d isc usse d inthe following pa ra g ra phs:

Conc e ntra tion ofc re d itrisk isthe risk a ssoc ia te d w ith a la c k ofd ive rsific a tion orha ving too m uc h

inve ste d in a fe w ind ivid ua lsha re s.SAFEm a inta insinve stm e ntpolic ie stha te sta b lish thre shold sfor

hold ing s of ind ivid ua l se c uritie s.SAFE d oe s not ha ve a ny hold ing s m e e ting or e xc e e d ing the se

thre shold le ve ls.AsofJune 30,2019,SAFEd oe snotha ve a nyinve stm e ntsw ith m ore tha n 5% ofthe

tota l inve stm e nts und e r one issue r e xc e pt for ob lig a tions ofthe U.S.g ove rnm e nt or ob lig a tions

e xplic itlyg ua ra nte e d b ythe U.S.g ove rnm e nt.

SAFEha s no know n c ustod ia lc re d itrisk for d e posits a s fina ncia linstitutions a re re quire d b y the

Ca lifornia Gove rnm e nt Cod e to c olla te ra lize d e posits of pub lic fund s b y ple d g ing g ove rnm e nt

se c uritie sa sc olla te ra l.Suc h c olla te ra liza tionofpub lic fund sisa c c om plishe d b ypooling .

Inte re stra te risk is the risk tha tc ha ng e s in inte re stra te w illa d ve rse ly a ffe c tthe fa ir va lue ofa n

inve stm e nt.SAFE m e a sure s inte re st ra te risk on its short-te rm inve stm e nts using the e ffe c tive

d ura tion m e thod .SAFEm a inta inspolic y re quiring the a ve ra g e d ura tion ofthe e xte rna lly m a na g e d

short-te rm inve stm e ntsnotto e xc e e d 150% ofthe b e nc hm a rk d ura tion a nd the a ve ra g e d ura tion of

the inte rna llym a na g e d short-te rm inve stm e ntsnottoe xc e e d thre e ye a rs.

Fore ig n c urre nc yrisk isthe risk tha tc ha ng e sin e xc ha ng e ra te sw illa d ve rse lya ffe c tthe fa irva lue sof

the c a sh d e positsorinve stm e nts.AsofJune 30,2019,the re isnoe xposure toc urre nc yrisk a sa llSAFE

c a sh d e positsa nd inve stm e ntsa re d e nom ina te d inU.S.d olla rc urre nc y.
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(3) Sig nific a ntCom m itm e nts

SAFEha se nte re d intoa M e m ora nd um ofUnd e rsta nd ing (M OU) with the Pub lic Tra nsporta tionSe rvic e s

Corpora tion (PTSC),a b le nd e d c om pone ntunitofLACM TA,for PTSC to provid e c ostre im b ursa b le

a d m inistra tive supportse rvic e stoSAFE.The M OU w illre m a in in e ffe c tuntilte rm ina te d b ye ithe rpa rty

w ith a m inim um ofsixty(60) d a ysw ritte nnotic e .
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INDEPENDENT AUDITOR’S 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 of the governmental
activities and the special revenue fund of the Service Authority for Freeway Emergencies (SAFE), a
component unit of the Los Angeles County Metropolitan Transportation Authority (LACMTA), as of and for
the year ended June 30, 2019, and the related notes to the financial statements, which collectively comprise
SAFE’s basic financial statements, and have issued our report thereon dated November 25, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered SAFE'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 SAFE’s internal control. Accordingly, we do not
express an opinion on the effectiveness of SAFE’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 a 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether SAFE's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely 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 the effectiveness
of the entity’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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Crowe LLP

Los Angeles, California
November 25, 2019



SERVICE AUTHORITY FOR FREEWAY EMERGENCIES

(A Component Unit of the Los Angeles County Metropolitan Transportation Authority)

Status of Prior Year Findings

Year ended June 30, 2019
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FINDINGS RELATING TO THE FINANCIAL STATEMENTS, WHICH ARE REQUIRED TO BE
REPORTED IN ACCORDANCE WITH GAGAS

Finding 2018-001 – Accounting for Revenue in the Proper Period (Material Weakness)

Condition: May 2017 and June 2017 license fee revenue, totaling $1,458,262, were improperly accounted
for as fiscal year 2018 revenue.

Status: This finding has been corrected.


