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Crowe Horwath. oo

Independent Member Crowe Horwath International

INDEPENDENT AUDITOR’S 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
Los Angeles, California

Report on Internal Control over Financial Reporting and on Compliance and Other Matters

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 for the year ended June
30, 2016, and the related notes to the financial statements, which collectively comprise LACMTA's basic
financial statements, and have issued our report thereon dated December 16, 2016. 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 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 of LACMTA'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.



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 performed tests 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.

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.

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

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the LACMTA as of and for the year ended
June 30, 2016, and the related notes to the financial statements, which collectively comprise LACMTA's
basic financial statements. We issued our report thereon dated December 16, 2016, 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 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.

Chowe. l‘\'b-u‘c,’h. LLP
Crowe Horwath LLP

Sherman Oaks, California
December 16, 2016



LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
AND
PROP 1B PTMISEA PLANNING AGENCY
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2016
(Amounts expressed in thousands)

Transportation Development Act

Planning Administration Total PTMISEA
Revenues:
Local grants and contracts $ 4896 $ 3604 $ 8,500 $ —
Investment income — — — 147
Net decline in fair value of investments — — — (13)
Total revenues 4,896 3,604 8,500 134
Expenditures: 4,896 3,604 8,500 —
Excess of revenues over
expenditures — — — 134
Other financing uses:
Transfers out — — — (68,612)
Total other financing uses — — — (68,612)
Net change in fund balances — — — (68,478)
Fund balances - beginning of year — — — 82,385
Fund balances - end of year $ — 3 — — 13,907

See notes to schedule of revenues, expenditures, and changes in fund balances and independent auditor’s
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.



LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY
TRANSPORTATION DEVELOPMENT ACT
AND
PROP 1B PTMISEA PLANNING AGENCY
NOTES TO SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2016

@) Transportation Planning Agency

The Los Angeles County Metropolitan Transportation Authority (LACMTA) is the regional
transportation planning agency responsible for long-range transportation planning and is
designated under the provisions of Section 65080 of the California Government Code (the Code)
to prepare and adopt the Regional Transportation Plan (RTP) and the Regional Transportation
Improvement Program (RTIP). Both RTP and RTIP are directed to achieve a coordinated and
balanced regional transportation system for the counties in its jurisdiction. LACMTA is also the
administrator of the Local Transportation Fund (LTF) under provisions of Section 9532 of
the Code.

The LTF was created by the Transportation Development Act (TDA) to fund transit
projects in each county with California revenues since the LTF is 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 sales tax
receipts are deposited with 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 of Accounting

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

(2)  Prop 1B PTMISEA

The Public Transportation Modernization, Improvement and Service Enhancement Account
(PTMISEA) was created by the Highway Safety, Traffic Reduction, Air Quality, and Port Security
Bond Act of 2006. Of the $19.9 billion available to transportation, $3.6 billion 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, and rolling
stock (buses and rail cars) procurement and 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 of Accounting

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





