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FINANCE, BUDGET AND AUDIT COMMITTEE
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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 Crowe Horwath LLP
(Crowe) for the fiscal year ended June 30, 2017.

ISSUE

Metro is 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, 2017:
Ø Comprehensive Annual Financial Report for the Los Angeles County Metropolitan

Transportation Authority for the year ended June 30, 2017;
Ø Independent auditors’ SAS 114 letter covering required communications;
Ø Los Angeles County Metropolitan Transportation Authority Single Audit Report Fiscal year

ended June 30, 2017;
Ø 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 (ID# 90154) for the fiscal year ended June 30, 2017;

Ø 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 and
Report on 50% Expenditure Limitation Schedule for the Los Angeles County Metropolitan
Transportation Authority Transportation Development  Act Operations Agency for the year
ended June 30, 2017;

Ø 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
and Report on Schedule of Revenues, Expenditures, and Changes in Fund Balances for the
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Los Angeles County Metropolitan Transportation Authority Transportation Development Act &
Prop 1B PTMISEA Planning Agency for the year ended June 30, 2017;

Ø 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, 2017 and 2016;

Ø Independent Auditors’ Report on the Crenshaw Project Corporation (A Component Unit of the
Los Angeles County Metropolitan Transportation Authority) basic financial statements as of
June 30, 2017;

Ø Independent Auditors’ Report on the Service Authority for Freeway Emergencies’ (A
Component Unit of the Los Angeles County Metropolitan Transportation Authority) financial
statements for the years ending June 30, 2017 and 2016; and

Ø Independent Auditor’s Report on Compliance with Rules and Regulations of the Low Carbon
Transit Operations Program (LCTOP) and Report on Internal Control over Compliance for the
Los Angeles County Metropolitan Transportation Authority’s compliance with the LCTOP
Guidelines for the year ended June 30, 2017.

DISCUSSION

Metro’s basic financial statements include our audited financial statements, supplemental information
and unmodified opinion from Crowe, the independent auditor.  Crowe issued unmodified opinions
(clean; no findings) on all audit reports for FY17. However, during the FY17 audit process, Crowe
reissued the FY15 and FY16 Single Audit reports to include a finding related to a federal
Transportation Infrastructure Finance and Innovation Act (TIFIA) program. In FY15, the TIFIA
program was a new federal loan program for Metro, in which the agency pays using local funding.  As
such, Metro erroneously excluded TIFIA program expenditures of $37,477,492 and $467,796,377 for
FY15 and FY16 respectively from the federal expenditures in the Schedule of Expenditures of
Federal and State Awards (SEFA). Instead, the amounts were presented as Local Share
expenditures on the SEFA, but should have been presented as federal expenditures.

As a result, Crowe considered the finding to be a material weakness for the FY15 and the FY16
Single Audit reports. 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. As of the March 28,
2018 reissuance report date, Metro already corrected the issue by properly reporting the amounts
under Federal Expenditures.

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.

<https://media.metro.net/about_us/finance/images/fy17_cafr.pdf>

ATTACHMENTS

Attachment A - Crowe Horwath’s Management Letter dated March 29, 2018
Attachment B - Independent auditors’ SAS 114 letter covering required communications;
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Attachment C - Los Angeles County Metropolitan Transportation Authority Single Audit Reports for
the fiscal year ended June 30, 2017;
Attachment D - Los Angeles County Metropolitan Transportation Federal Funding Allocation Data
Transportation Operating Agency (ID# 90154) for the fiscal year ended June 30, 2017  (With
Independent Accountants’ Report on Applying Agreed-Upon Procedures Thereon);
Attachment E - Los Angeles County Metropolitan Transportation Authority Transportation
Development Act Operations Agency Year ended June 30, 2017;
Attachment F - Los Angeles County Metropolitan Transportation Authority Transportation
Development Act & Prop 1B PTMISEA Planning Agency for the year ended June 30, 2016;
Attachment G - Los Angeles County Metropolitan Transportation Authority State Transit Assistance
Special Revenue Fund Basic Financial Statements June 30, 2017 and 2016 (With Independent
Auditors’ Report Thereon);
Attachment H - Crenshaw Project Corporation (A Component Unit of the Los Angeles County
Metropolitan Transportation Authority) Financial Statements for the year ended June 30, 2017 (With
Independent Auditors’ Report Thereon);
Attachment I - Service Authority for Freeway Emergencies (A Component Unit of the Los Angeles
County Metropolitan Transportation Authority) Financial Statements and Other Supplementary
Information June 30, 2017 and 2016 (With Independent Auditors’ Report Thereon);
Attachment J - Independent Auditor’s Report for Los Angeles County Metropolitan Transportation
Authority’s compliance with the Low Carbon Transit Operations Program (LCTOP) for the year ended
June 30, 2017
Attachment K - Los Angeles County Metropolitan Transportation Authority Single Audit Reports for
the fiscal year ended June 30, 2015
Attachment L - Los Angeles County Metropolitan Transportation Authority Single Audit Reports for the
fiscal year ended June 30, 2016

Prepared by: Lauren Choi, Sr. Manager, Audit
(213) 922-3926
Monica Del Toro, Audit Support Manager
(213) 922-7494

Reviewed by: Diana Estrada, Chief Auditor
(213) 922-2161

Metro Printed on 4/23/2022Page 3 of 3

powered by Legistar™

http://www.legistar.com/


Crowe Horwath.  
Crowe Horwath LLP 
Independent Member Crowe Horwath International 

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

In planning and performing our audit of the financial statements of the Los Angeles County Metropolitan 
Transportation Authority (LACMTA) as of and for the year ended June 30, 2017, in accordance with auditing 
standards generally accepted in the United States of America and Government Auditing Standards, we 
considered LACMTA's internal control over financial reporting ("internal control") as a basis for designing 
our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of 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. 

Our consideration of internal control was for the limited purpose described in the first paragraph and was 
not designed to identify all deficiencies in internal control that might be significant deficiencies or material 
weaknesses and therefore, there can be no assurance that all deficiencies, significant deficiencies, or 
material weaknesses have been identified. We did not identify any deficiencies in internal control that we 
consider to be material weaknesses, as defined above. 

The purpose of this letter 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 LACMTA's internal control over financial reporting or on compliance. This letter is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering LACMTA's internal 
control over financial reporting and compliance. Accordingly, this letter is not suitable for any other purpose. 

CJ14IWG 1 (7)ViveA.  Lt,p 
Crowe Horwath LLP 

Los Angeles, California 
March 29, 2018 
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Crowe Horwath.  
Crowe Horwath LLP 
Independent Member Crowe Horwath International 

March 29, 2018 

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

Professional standards require that we communicate certain matters to keep you adequately informed 
about matters related to the financial statement audit that are, in our professional judgment, significant and 
relevant to your responsibilities in overseeing the financial reporting process. We communicate such 
matters in this report. 

AUDITOR'S RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE 
UNITED STATES OF AMERICA 

Our responsibility is to form and express an opinion about whether the financial statements that have been 
prepared by management with your oversight are presented fairly, in all material respects, in conformity 
with accounting principles generally accepted in the United States of America. The audit of the financial 
statements does not relieve you of your responsibilities and does not relieve management of their 
responsibilities. Refer to our contract with Los Angeles County Metropolitan Transportation Authority 
(LACMTA) for further information on the responsibilities of management and of Crowe Horwath LLP. 

AUDITOR'S RESPONSIBILITY UNDER GOVERNMENT AUDITING STANDARDS 

As part of obtaining reasonable assurance about whether LACMTA's financial statements are free of 
material misstatement, we performed tests of LACMTA's 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 or disclosures. 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. 

PLANNED SCOPE AND TIMING OF THE AUDIT 

We are to communicate an overview of the planned scope and timing of the audit. Accordingly, the following 
matters regarding the planned scope and timing of the audit were discussed with you. 

• How we proposed to address the significant risks of material misstatement, whether due to 
fraud or error. 

• Our approach to internal control relevant to the audit. 

• The concept of materiality in planning and executing the audit, focusing on the factors 
considered rather than on specific thresholds or amounts. 

Attachment B



• Where the entity has an internal audit function, the extent to which the auditor will use the work 
of internal audit, and how the external and internal auditors can best work together. 

• Your views and knowledge of matters you consider warrant our attention during the audit, as 
well as your views on: 
o The allocation of responsibilities between you and management. 

o The entity's objectives and strategies, and the related business risks that may result in 
material misstatements. 

o Significant communications with regulators. 

o Other matters you believe are relevant to the audit of the financial statements. 

• Matters relative to the use of other auditors/other accountants during the audit: 

o An overview of the type of work to be performed by other auditors/other accountants. 

o The basis for the decision to make reference to the audit of the other auditor in our 
report on the entity's financial statements. 

o An overview of the nature of our planned involvement in the work to be performed by 
the other auditor/other accountant. 

SIGNIFICANT ACCOUNTING POLICIES AND MANAGEMENT JUDGMENTS AND ACCOUNTING 
ESTIMATES 

Significant Accounting Policies: Those Charged with Governance should be informed of the initial selection 
of and changes in significant accounting policies or their application. Also, Those Charged with Governance 
should be aware of methods used to account for significant unusual transactions and the effect of significant 
accounting policies in controversial or emerging areas where there is a lack of authoritative consensus. We 
believe management has the primary responsibility to inform Those Charged with Governance about such 
matters. To assist Those Charged with Governance in its oversight role, we also provide the following. 

Accounting Standard Impact of Adoption 

GASB Statement No. 82, Pension Issues—An Adoption of this Statement did not have a 
Amendment of GASB Statements No. 67, No. material impact on LACMTA's financial position 
68, and No. 73. This Statement addresses 
certain issues that have been raised with respect 
to Statement No. 67, Financial Reporting for 

or results of operations. 

Pension Plans, No. 68, Accounting and Financial 
Reporting for Pensions, and No. 73, Accounting 
and Financial Reporting for Pensions and 
Related Assets That Are Not within the Scope of 
GASB Statement 68, and Amendments to 
Certain Provisions of GASB Statements 67 and 
68. 

GASB Statement No. 80, Blending Adoption of this Statement did not have a 
Requirements for Certain Component Units — material impact on LACMTA's financial position 
An Amendment of GASB Statement No. 14. or results of operations. 
This Statement clarifies that certain component 
units incorporated as not-for-profit corporations 
should be blended in the financial statements of 
the primary state or local government in a 
manner similar to a department or activity of the 
primary government. The Statement addresses 
diversity in practice regarding the presentation of 
not-for-profit corporations in which the primary 
government is the sole corporate member. 



Accounting Standard Impact of Adoption 

GASB Statement No. 74, Financial Reporting 
for Postemployment Benefit Plans other than 
Pension Plans. The objective of this Statement 
is to improve the usefulness of information about 
postemployment benefits other than pensions 
(other postemployment benefits or OPEB) 
included in general purpose external finarcial 
reports of state and local governmental other 
postemployment benefit plans for making 
decisions assessing accountability. 

Adoption of this Statement did not have a 
material impact on LACMTA's financial position 
or results of operations. Additional required 
disclosures related to LACMTA's OPEB plan 
were added. 

Significant Unusual Transactions. No such matters noted. 

Significant Accounting Policies in 
Controversial or Emerging Areas. 

No such matters noted. 

Management Judgments and Accounting Estimates: Further, accounting estimates are an integral part of 
the financial statements prepared by management and are based upon management's current judgments. 
These judgments are based upon knowledge and experience about past and current events and 
assumptions about future events. Certain estimates are particularly sensitive because of their significance 
and because of the possibility that future events affecting them may differ markedly from management's 
current judgments and may be subject to significant change in the near term. 

The following describes the significant accounting estimates reflected in LACMTA's year-end financial 
statements, the process used by management in formulating these particularly sensitive accounting 
estimates and the primary basis for our conclusions regarding the reasonableness of those estimates. 

Significant Accounting 
Estimate Process Used by Management Basis for Our Conclusions 

Fair Values of Financial 
Instruments 

The disclosure of fair values of 
securities and other financial 
instruments requires management 
to use certain assumptions and 
estimates pertaining to the fair 
values of its financial assets and 
financial liabilities. 

We tested the propriety of 
information underlying 
management's estimates. 

Useful Lives of Fixed 
Assets 

Management has determined the 
economic useful lives of fixed 
assets based on past history of 
similar types of assets, future plans 
as to their use, and other factors 
that impact their economic value to 
LACMTA. 

We tested the propriety of 
information underlying 
management's estimates. 

Loss Contingencies LACMTA consults with legal 
counsel to evaluate outstanding 
litigation, claims and assessments. 
Factors that affect management's 
evaluation of litigation 
contingencies requiring disclosure 
include the nature of the 
contingencies and whether the 
outcome could have an effect on 
the consolidated financial 
statements. 

Based on information obtained 
from LACMTA's legal counsel 
regarding this matter and 
discussions with management, 
we concur with management's 
determination that the loss 
contingencies do not meet 
conditions for accrual of being 
both probable and estimable, 
and, thus, no accrual is 
recorded and no specific 
disclosures are required. 



Significant Accounting 
Estimate 

Process Used by Management Basis for Our Conclusions 

Pension and Amounts reported for pension and We reviewed the 
Postretirement Obligations postretirement obligations require reasonableness of these 

management to use estimates that 
may be subject to significant 
change in the near term. These 
estimates are based on projection 
of the weighted average discount 
rate, rate of increase in future 
compensation levels, and weighted 
average expected long-term rate of 
return on pension assets. 

estimates and assumptions. 

AUDITOR'S JUDGMENTS ABOUT QUALITATIVE ASPECTS OF SIGNIFICANT ACCOUNTING 
PRACTICES 

We are to discuss with you our comments about the following matters related to LACMTA's accounting 
policies and financial statement disclosures. Accordingly, these matters will be discussed during our 
meeting with you. 

• The appropriateness of the accounting policies to the particular circumstances of the entity, 
considering the need to balance the cost of providing information with the likely benefit to users 
of the entity's financial statements. 

• The overall neutrality, consistency, and clarity of the disclosures in the financial statements. 

• The effect of the timing of transactions in relation to the period in which they are recorded. 

• The potential effect on the financial statements of significant risks and exposures, and 
uncertainties that are disclosed in the financial statements. 

• The extent to which the financial statements are affected by unusual transactions including 
nonrecurring amounts recognized during the period, and the extent to which such transactions 
are separately disclosed in the financial statements. 

• The issues involved, and related judgments made, in formulating particularly sensitive financial 
statement disclosures. 

• The factors affecting asset and liability carrying values, including the entity's basis for 
determining useful lives assigned to tangible and intangible assets. 

• The selective correction of misstatements, for example, correcting misstatements with the 
effect of increasing reported earnings, but not those that have the effect of decreasing reported 
earnings. 

CORRECTED AND UNCORRECTED MISSTATEMENTS 

Corrected Misstatements: We are to inform you of material corrected misstatements that were brought to 
the attention of management as a result of our audit procedures. 

There were no such misstatements. 

Uncorrected Misstatements: We are to inform you of uncorrected misstatements that were aggregated by 
us during the current engagement and pertaining to the latest and prior period(s) presented that were 
determined by management to be immaterial, both individually and in the aggregate, to the financial 
statements taken as a whole. For your consideration, we have distinguished misstatements between known 
misstatements and likely misstatements. 



Refer to the discussion of uncorrected misstatements below as well as the attached summary of waived 
adjustments. 

1. Two known misstatements and one likely misstatement were waived by management relating to 
the generation and sale of low carbon fuel standards (LCFS) credits, a program administered by 
the California Air Resources Board. LACMTA generates these credits through the usage of low 
carbon fuel options, such as CNG and propulsion power, activities that are recorded on the 
Enterprise fund (business-type activities). Thus, the revenue from the sales of these credits should 
be recorded on the Enterprise fund. However, management has recorded the revenue on the 
General fund to provide greater visibility to the revenue being generated. 

The first known waived adjustment is to reverse the revenue recorded from the sale of credits in 
FY 2017 in the General fund and present it as an operating transfer from the Enterprise fund in the 
amount of $8.0 million. The second waived adjustment records the $8.0 million of revenue on the 
Enterprise fund and the transfer of the funds to the General fund in operating transfers out. 

In addition to reclassifying the revenue between LACMTA's funds, we also noted that the number 
of credits held as of the reporting date multiplied by their estimated fair value, should be recorded 
as an asset based on the GASB's definition of an asset. This resulted in a likely misstatement that 
understated Enterprise fund assets by approximately $26.6 million, overstated revenue by 
approximately $6.1 million, and understated net position by approximately $32.7 million. The 
misstatement of net position represents the estimated value of LCFS credits that were held as of 
June 30, 2016, which was reported as waived adjustment in the FY 2016 audit. 

2. A known misstatement relating to interest relating to construction projects was waived by 
management. In accordance with GASB Statement No. 62, the effective interest rate applied to 
qualifying assets should be based on interest cost on the related obligations which includes 
amounts resulting from periodic amortization of discounts, premiums, and issue costs. 
Management did not include the cost of amortization in their calculation. Additionally, certain of 
LACMTA's rail projects have related TIFIA loans that were issued specifically for their construction. 
The proceeds drawn on these loans were not removed from the balance of qualifying assets as 
prescribed by GASB 62. The combination of these two errors resulted in an overstatement of assets 
and understatement of interest expense on the Enterprise fund of $40.6 million. 

3. A known misstatement to properly defer revenue relating to receivables not collected within 90 days 
was waived by management. As a result, Proposition C deferred revenues are understated and 
revenues are overstated by $8.9 million. 

4. Two known misstatements were waived by management relating to revenue recorded in FY 2017 
that related to previous fiscal years. These errors were identified by management, but not timely 
enough to record the revenue in the appropriate fiscal year. Revenue on the General fund was 
overstated and fund balance was understated by $1.7 million. Revenue on the aggregate remaining 
fund was overstated and fund balance was understated by $5.3 million. These misstatements did 
not materially impact the results of the prior year audit. 

5. A known misstatement to accrue accounts payable relating to FY 2017 was waived by 
management. Management's internal process for accruing AP invoices as of the reporting date 
includes an analysis of invoices received through the end of September based on certain dollar 
thresholds. Our audit procedures cover invoices that are outside of the parameters used by 
management. As a result, we identified two invoices that were not accrued for as of the reporting 
date, which resulted in an understatement of liabilities and expenses on the Proposition C fund of 
$7.3 million. 

6. A known misstatement was waived by management to reverse amounts that were improperly 
transferred out of the SAFE fund. While the transfer of funds was approved, management later 
identified that the transfer was made in error. However, based on the timing of the release of the 
SAFE report, the error was not corrected in the FY 2017 financial statements. Operating transfers 
in and Interfund receivable on the SAFE fund (included in the aggregate remaining fund) were 
understated by $500,000. 



OTHER COMMUNICATIONS 

Communication Item Results 
Other Information In Documents Containing 
Audited Financial Statements 
Information may be prepared by management 
that accompanies the financial statements. To 
assist your consideration of this information, you 
should know that we are required by audit 
standards to read such information and consider 
whether such information, or the manner of its 
presentation, is materially inconsistent with 
information in the financial statements. If we 
consider the information materially inconsistent 
based on this reading, we are to seek a 
resolution of the matter. 

We read the following items and noted no 
material inconsistencies or misstatement of facts 
in such information based on our reading 
thereof. 

• Management's Discussion and Analysis of 
Financial Condition and Results of 
Operations 

Significant Difficulties Encountered During 
the Audit 
We are to inform you of any significant difficulties 
encountered in dealing with management related 
to the performance of the audit. 

There were no significant difficulties encountered 
in dealing with management related to the 
performance of the audit. 

Disagreements With Management 
We are to discuss with you any disagreements 
with management, whether or not satisfactorily 
resolved, about matters that individually or in the 
aggregate could be significant to LACMTA's 
financial statements or the auditor's report. 

During our audit, there were no such 
disagreements with management. 

Consultations With Other Accountants 
If management consulted with other accountants 
about auditing and accounting matters, we are to 
inform you of such consultation, if we are aware 
of it, and provide our views on the significant 
matters that were the subject of such 
consultation. 

We are not aware of any instances where 
management consulted with other accountants 
about auditing or accounting matters since no 
other accountants contacted us, which they are 
required to do by Statement on Auditing 
Standards No. 50, before they provide written or 
oral advice. 

Representations the Auditor is Requesting 
From Management 
We are to provide you with a copy of 
management's requested written representations 
to us. 

We direct your attention to a copy of the letter of 
management's representation to us provided 
separately. 

Significant Issues Discussed, or Subject to 
Correspondence, With Management 
We are to communicate to you any significant 
issues that were discussed or were the subject 
of correspondence with management. 

There were no such significant issues discussed, 
or subject to correspondence with management. 

Significant Related Party Findings and Issues 
We are to communicate to you significant 
findings and issues arising during the audit in 
connection with LACMTA's related parties. 

There were no such findings or issues that are, 
in our judgment, significant and relevant to you 
regarding your oversight of the financial reporting 
process. 

Other Findings or Issues We Find Relevant or 
Significant 
We are to communicate to you other findings or 
issues, if any, arising from the audit that are, in 
our professional judgment, significant and 
relevant to you regarding your oversight of the 
financial reporting process. 

There were no such other findings or issues that 
are, in our judgment, significant and relevant to 
you regarding your oversight of the financial 
reporting process. 



We are pleased to serve LACMTA as its independent auditors and look forward to our continued 
relationship. We provide the above information to assist you in performing your oversight responsibilities, 
and would be pleased to discuss this letter or any matters further, should you desire. This letter is intended 
solely for the information and use of the Board of Directors and, if appropriate, management, and is not 
intended to be and should not be used by anyone other than these specified parties. 

cf.e. t‘Dviv,it, 1.,Lp 
Crowe Horwath LLP 

Los Angeles, California 
March 29, 2018 



LOS ANGELES COUNTY METROPOLITAN TRANSPORTATION AUTHORITY 
WAIVED ENTRY SCHEDULE 

June 30, 2017 

Opinion Unit Account Name Debit 

Increase (Decrease) 

Credit 

Assets / 
Deferred 
Outflows 

Liabilities / 
Deferred 
Inflows 

Net Position / 
Fund Balance 

Revenues 
Expenses / 

Expenditures 

Other 
Financing 
Sources 

1 Business-type activities LCFS asset 26,641,000 26,641,000 
Other revenue 6,065,000 (6,065,000) 
Net position 32,706,000 32,706,000 
Operating transfers out 8,031,000 (8,031,000) 
Other revenue 8,031,000 8,031,000 

General fund Miscellaneous revenue 8,031,000 (8,031,000) 
Operating transfers in 8,031,000 8,031,000 

2 Business-type activities Interest expense 40,660,000 40,660,000 
Construction in progress 40,660,000 (40,660,000) 

3 Proposition C Intergovernmental revenue 8,858,000 (8,858,000) 
Deferred revenue 8,858,000 8,858,000 

4 Aggregate remaining Intergovernmental revenue 5,279,000 (5,279,000) 
Fund balance 5,279,000 5,279,000 

General fund Intergovernmental revenue 1,684,000 (1,684,000) 
Fund balance 1,684,000 1,684,000 

5 Proposition C Expenditures 7,270,000 7,270,000 
Accounts payable 7,270,000 7,270,000 

6 SAFE Interfund receivable 500,000 500,000 
Operating transfers in 500,000 500,000 
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AB/B3;3<BA >3@4=@;32 7< /11=@2/<13 E7B6 GOVERNMENT AUDITING STANDARDS

<cUfX cZ >]fYWhcfg
Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb MfUbgdcfhUh]cb ;ih\cf]hm
Ecg ;b[Y`Yg) =U`]Zcfb]U

PY \UjY UiX]hYX) ]b UWWcfXUbWY k]h\ h\Y UiX]h]b[ ghUbXUfXg [YbYfU``m UWWYdhYX ]b h\Y Nb]hYX LhUhYg cZ
;aYf]WU UbX h\Y ghUbXUfXg Udd`]WUV`Y hc Z]bUbW]U` UiX]hg WcbhU]bYX ]b Government Auditing Standards
]ggiYX Vm h\Y =cadhfc``Yf AYbYfU` cZ h\Y Nb]hYX LhUhYg) h\Y Z]bUbW]U` ghUhYaYbhg cZ h\Y [cjYfbaYbhU`
UWh]j]h]Yg) h\Y Vig]bYgg*hmdY UWh]j]h]Yg) YUW\ aU^cf ZibX) UbX h\Y U[[fY[UhY fYaU]b]b[ ZibX ]bZcfaUh]cb cZ
Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb MfUbgdcfhUh]cb ;ih\cf]hm 'E;=FM;( Ug cZ UbX Zcf h\Y Z]gWU` mYUf YbXYX
DibY 0-) /-.4) UbX h\Y fY`UhYX bchYg hc h\Y VUg]W Z]bUbW]U` ghUhYaYbhg) k\]W\ Wc``YWh]jY`m Wcadf]gY
E;=FM;pg VUg]W Z]bUbW]U` ghUhYaYbhg) UbX \UjY ]ggiYX cif fYdcfh h\YfYcb XUhYX >YWYaVYf .6) /-.4+ Hif
fYdcfh ]bW`iXYg U fYZYfYbWY hc ch\Yf UiX]hcfg k\c UiX]hYX h\Y Z]bUbW]U` ghUhYaYbhg cZ h\Y XYZ]bYX VYbYZ]h
dYbg]cb d`Ub Z]bUbW]U` ghUhYaYbhg cZ h\Y Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb MfUbgdcfhUh]cb ;ih\cf]hm
KYh]fYaYbh CbWcaY I`Ubg) Ug XYgWf]VYX ]b cif fYdcfh cb E;=FM;pg Z]bUbW]U` ghUhYaYbhg+ M\Y Z]bUbW]U`
ghUhYaYbhg cZ h\Y XYZ]bYX VYbYZ]h dYbg]cb d`Ub cZ h\Y Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb MfUbgdcfhUh]cb
;ih\cf]hm KYh]fYaYbh CbWcaY I`Ubg kYfY bch UiX]hYX ]b UWWcfXUbWY k]h\ Government Auditing Standards+

7U[LYUHS 1VU[YVS V]LY 4PUHUJPHS @LWVY[PUN

Cb d`Ubb]b[ UbX dYfZcfa]b[ cif UiX]h cZ h\Y Z]bUbW]U` ghUhYaYbhg) kY Wcbg]XYfYX E;=FM;pg ]bhYfbU` Wcbhfc`
cjYf Z]bUbW]U` fYdcfh]b[ ']bhYfbU` Wcbhfc`( hc XYhYfa]bY h\Y UiX]h dfcWYXifYg h\Uh UfY Uddfcdf]UhY ]b h\Y
W]fWiaghUbWYg Zcf h\Y difdcgY cZ YldfYgg]b[ cif cd]b]cbg cb h\Y Z]bUbW]U` ghUhYaYbhg) Vih bch Zcf h\Y
difdcgY cZ YldfYgg]b[ Ub cd]b]cb cb h\Y YZZYWh]jYbYgg cZ E;=FM;pg ]bhYfbU` Wcbhfc`+ ;WWcfX]b[`m) kY Xc
bch YldfYgg Ub cd]b]cb cb h\Y YZZYWh]jYbYgg cZ E;=FM;pg ]bhYfbU` Wcbhfc`+

; deficiency in internal control Yl]ghg k\Yb h\Y XYg][b cf cdYfUh]cb cZ U Wcbhfc` XcYg bch U``ck aUbU[YaYbh
cf Yad`cmYYg) ]b h\Y bcfaU` WcifgY cZ dYfZcfa]b[ h\Y]f Ugg][bYX ZibWh]cbg) hc dfYjYbh) cf XYhYWh UbX WcffYWh)
a]gghUhYaYbhg cb U h]aY`m VUg]g+ ; material weakness ]g U XYZ]W]YbWm) cf U WcaV]bUh]cb cZ XYZ]W]YbW]Yg) ]b
]bhYfbU` Wcbhfc`) giW\ h\Uh h\YfY ]g U fYUgcbUV`Y dcgg]V]`]hm h\Uh U aUhYf]U` a]gghUhYaYbh cZ h\Y Ybh]hmpg
Z]bUbW]U` ghUhYaYbhg k]`` bch VY dfYjYbhYX) cf XYhYWhYX UbX WcffYWhYX cb U h]aY`m VUg]g+ ; significant
deficiency ]g U XYZ]W]YbWm) cf U WcaV]bUh]cb cZ XYZ]W]YbW]Yg) ]b ]bhYfbU` Wcbhfc` h\Uh ]g `Ygg gYjYfY h\Ub U
aUhYf]U` kYU_bYgg) mYh ]adcfhUbh Ybci[\ hc aYf]h UhhYbh]cb Vm h\cgY W\Uf[YX k]h\ [cjYfbUbWY+

Hif Wcbg]XYfUh]cb cZ ]bhYfbU` Wcbhfc` kUg Zcf h\Y `]a]hYX difdcgY XYgWf]VYX ]b h\Y Z]fgh dUfU[fUd\ cZ h\]g
gYWh]cb UbX kUg bch XYg][bYX hc ]XYbh]Zm U`` XYZ]W]YbW]Yg ]b ]bhYfbU` Wcbhfc` h\Uh a][\h VY aUhYf]U`
kYU_bYggYg cf g][b]Z]WUbh XYZ]W]YbW]Yg+ A]jYb h\YgY `]a]hUh]cbg) kY X]X bch ]XYbh]Zm Ubm XYZ]W]YbW]Yg ]b
]bhYfbU` Wcbhfc` h\Uh kY Wcbg]XYf hc VY aUhYf]U` kYU_bYggYg+ BckYjYf) aUhYf]U` kYU_bYggYg aUm Yl]gh h\Uh
\UjY bch VYYb ]XYbh]Z]YX+



/+

1VTWSPHUJL HUK =[OLY ;H[[LYZ

;g dUfh cZ cVhU]b]b[ fYUgcbUV`Y UggifUbWY UVcih k\Yh\Yf E;=FM;pg Z]bUbW]U` ghUhYaYbhg UfY ZfYY cZ
aUhYf]U` a]gghUhYaYbh) kY dYfZcfaYX hYghg cZ ]hg Wcad`]UbWY k]h\ WYfhU]b dfcj]g]cbg cZ `Ukg) fY[i`Uh]cbg)
WcbhfUWhg) UbX [fUbh U[fYYaYbhg) bcbWcad`]UbWY k]h\ k\]W\ Wci`X \UjY U X]fYWh UbX aUhYf]U` YZZYWh cb h\Y
XYhYfa]bUh]cb cZ Z]bUbW]U` ghUhYaYbh Uacibhg+ BckYjYf) dfcj]X]b[ Ub cd]b]cb cb Wcad`]UbWY k]h\ h\cgY
dfcj]g]cbg kUg bch Ub cV^YWh]jY cZ cif UiX]h) UbX UWWcfX]b[`m) kY Xc bch YldfYgg giW\ Ub cd]b]cb+ M\Y
fYgi`hg cZ cif hYghg X]gW`cgYX bc ]bghUbWYg cZ bcbWcad`]UbWY cf ch\Yf aUhhYfg h\Uh UfY fYei]fYX hc VY
fYdcfhYX ibXYf Government Auditing Standards+

>\YWVZL VM [OPZ @LWVY[

M\Y difdcgY cZ h\]g fYdcfh ]g gc`Y`m hc XYgWf]VY h\Y gWcdY cZ cif hYgh]b[ cZ ]bhYfbU` Wcbhfc` cjYf Z]bUbW]U`
fYdcfh]b[ UbX Wcad`]UbWY UbX h\Y fYgi`hg cZ h\Uh hYgh]b[) UbX bch hc dfcj]XY Ub cd]b]cb cb h\Y YZZYWh]jYbYgg
cZ h\Y Ybh]hmpg ]bhYfbU` Wcbhfc` cf cb Wcad`]UbWY+ M\]g fYdcfh ]g Ub ]bhY[fU` dUfh cZ Ub UiX]h dYfZcfaYX ]b
UWWcfXUbWY k]h\ Government Auditing Standards ]b Wcbg]XYf]b[ h\Y Ybh]hmpg ]bhYfbU` Wcbhfc` UbX
Wcad`]UbWY+ ;WWcfX]b[`m) h\]g Wcaaib]WUh]cb ]g bch gi]hUV`Y Zcf Ubm ch\Yf difdcgY+

=fckY BcfkUh\ EEI
L\YfaUb HU_g) =U`]Zcfb]U
FUfW\ /6) /-.5
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<cUfX cZ >]fYWhcfg
Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb MfUbgdcfhUh]cb ;ih\cf]hm
Ecg ;b[Y`Yg) =U`]Zcfb]U

@LWVY[ VU 1VTWSPHUJL MVY 3HJO ;HQVY 4LKLYHS >YVNYHT

PY \UjY UiX]hYX Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb MfUbgdcfhUh]cb ;ih\cf]hmpg 'E;=FM;( Wcad`]UbWY k]h\
h\Y hmdYg cZ Wcad`]UbWY fYei]fYaYbhg XYgWf]VYX ]b h\Y OMB Compliance Supplement h\Uh Wci`X \UjY U
X]fYWh UbX aUhYf]U` YZZYWh cb YUW\ cZ E;=FM;pg aU^cf ZYXYfU` dfc[fUag Zcf h\Y Z]gWU` mYUf YbXYX DibY 0-)
/-.4+ E;=FM;pg aU^cf ZYXYfU` dfc[fUag UfY ]XYbh]Z]YX ]b h\Y giaaUfm cZ UiX]hcfpg fYgi`hg gYWh]cb cZ h\Y
UWWcadUbm]b[ gW\YXi`Y cZ Z]bX]b[g UbX eiYgh]cbYX Wcghg+

Management’s Responsibility

FUbU[YaYbh ]g fYgdcbg]V`Y Zcf Wcad`]UbWY k]h\ ZYXYfU` ghUhihYg) fY[i`Uh]cbg) UbX h\Y hYfag UbX WcbX]h]cbg
cZ ]hg ZYXYfU` UkUfXg Udd`]WUV`Y hc ]hg ZYXYfU` dfc[fUag+

Auditor’s Responsibility

Hif fYgdcbg]V]`]hm ]g hc YldfYgg Ub cd]b]cb cb Wcad`]UbWY Zcf YUW\ cZ E;=FM;pg aU^cf ZYXYfU` dfc[fUag
VUgYX cb cif UiX]h cZ h\Y hmdYg cZ Wcad`]UbWY fYei]fYaYbhg fYZYffYX hc UVcjY+ PY WcbXiWhYX cif UiX]h cZ
Wcad`]UbWY ]b UWWcfXUbWY k]h\ UiX]h]b[ ghUbXUfXg [YbYfU``m UWWYdhYX ]b h\Y Nb]hYX LhUhYg cZ ;aYf]WU8 h\Y
ghUbXUfXg Udd`]WUV`Y hc Z]bUbW]U` UiX]hg WcbhU]bYX ]b Government Auditing Standards) ]ggiYX Vm h\Y
=cadhfc``Yf AYbYfU` cZ h\Y Nb]hYX LhUhYg8 UbX h\Y UiX]h fYei]fYaYbhg cZ M]h`Y / N+L+ Code of Federal
Regulations IUfh /--) Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards 'Nb]Zcfa Ai]XUbWY(+ M\cgY ghUbXUfXg UbX h\Y Nb]Zcfa Ai]XUbWY fYei]fY h\Uh kY d`Ub UbX
dYfZcfa h\Y UiX]h hc cVhU]b fYUgcbUV`Y UggifUbWY UVcih k\Yh\Yf bcbWcad`]UbWY k]h\ h\Y hmdYg cZ
Wcad`]UbWY fYei]fYaYbhg fYZYffYX hc UVcjY h\Uh Wci`X \UjY U X]fYWh UbX aUhYf]U` YZZYWh cb U aU^cf ZYXYfU`
dfc[fUa cWWiffYX+ ;b UiX]h ]bW`iXYg YlUa]b]b[) cb U hYgh VUg]g) Yj]XYbWY UVcih E;=FM;pg Wcad`]UbWY
k]h\ h\cgY fYei]fYaYbhg UbX dYfZcfa]b[ giW\ ch\Yf dfcWYXifYg Ug kY Wcbg]XYfYX bYWYggUfm ]b h\Y
W]fWiaghUbWYg+ PY VY`]YjY h\Uh cif UiX]h dfcj]XYg U fYUgcbUV`Y VUg]g Zcf cif cd]b]cb cb Wcad`]UbWY Zcf
YUW\ aU^cf ZYXYfU` dfc[fUa+ BckYjYf) cif UiX]h XcYg bch dfcj]XY U `Y[U` XYhYfa]bUh]cb cZ E;=FM;pg
Wcad`]UbWY+

Opinion on Each Major Federal Program

Cb cif cd]b]cb) E;=FM; Wcad`]YX) ]b U`` aUhYf]U` fYgdYWhg) k]h\ h\Y hmdYg cZ Wcad`]UbWY fYei]fYaYbhg
fYZYffYX hc UVcjY h\Uh Wci`X \UjY U X]fYWh UbX aUhYf]U` YZZYWh cb YUW\ cZ ]hg aU^cf ZYXYfU` dfc[fUag Zcf h\Y
Z]gWU` mYUf YbXYX DibY 0-) /-.4+
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@LWVY[ VU 7U[LYUHS 1VU[YVS V]LY 1VTWSPHUJL

FUbU[YaYbh cZ E;=FM; ]g fYgdcbg]V`Y Zcf YghUV`]g\]b[ UbX aU]bhU]b]b[ YZZYWh]jY ]bhYfbU` Wcbhfc` cjYf
Wcad`]UbWY k]h\ h\Y hmdYg cZ Wcad`]UbWY fYei]fYaYbhg fYZYffYX hc UVcjY+ Cb d`Ubb]b[ UbX dYfZcfa]b[ cif
UiX]h cZ Wcad`]UbWY) kY Wcbg]XYfYX E;=FM;pg ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY k]h\ h\Y hmdYg cZ
fYei]fYaYbhg h\Uh Wci`X \UjY U X]fYWh UbX aUhYf]U` YZZYWh cb YUW\ aU^cf ZYXYfU` dfc[fUa hc XYhYfa]bY h\Y
UiX]h]b[ dfcWYXifYg h\Uh UfY Uddfcdf]UhY ]b h\Y W]fWiaghUbWYg Zcf h\Y difdcgY cZ YldfYgg]b[ Ub cd]b]cb cb
Wcad`]UbWY Zcf YUW\ aU^cf ZYXYfU` dfc[fUa UbX hc hYgh UbX fYdcfh cb ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY ]b
UWWcfXUbWY k]h\ h\Y Nb]Zcfa Ai]XUbWY) Vih bch Zcf h\Y difdcgY cZ YldfYgg]b[ Ub cd]b]cb cb h\Y
YZZYWh]jYbYgg cZ ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY+ ;WWcfX]b[`m) kY Xc bch YldfYgg Ub cd]b]cb cb h\Y
YZZYWh]jYbYgg cZ E;=FM;pg ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY+

; deficiency in internal control over compliance Yl]ghg k\Yb h\Y XYg][b cf cdYfUh]cb cZ U Wcbhfc` cjYf
Wcad`]UbWY XcYg bch U``ck aUbU[YaYbh cf Yad`cmYYg) ]b h\Y bcfaU` WcifgY cZ dYfZcfa]b[ h\Y]f Ugg][bYX
ZibWh]cbg) hc dfYjYbh) cf XYhYWh UbX WcffYWh) bcbWcad`]UbWY k]h\ U hmdY cZ Wcad`]UbWY fYei]fYaYbh cZ U
ZYXYfU` dfc[fUa cb U h]aY`m VUg]g+ ; material weakness in internal control over compliance ]g U XYZ]W]YbWm)
cf WcaV]bUh]cb cZ XYZ]W]YbW]Yg) ]b ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY) giW\ h\Uh h\YfY ]g U fYUgcbUV`Y dcgg]V]`]hm
h\Uh aUhYf]U` bcbWcad`]UbWY k]h\ U hmdY cZ Wcad`]UbWY fYei]fYaYbh cZ U ZYXYfU` dfc[fUa k]`` bch VY
dfYjYbhYX) cf XYhYWhYX UbX WcffYWhYX) cb U h]aY`m VUg]g+ ; significant deficiency in internal control over
compliance ]g U XYZ]W]YbWm) cf U WcaV]bUh]cb cZ XYZ]W]YbW]Yg) ]b ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY k]h\ U hmdY
cZ Wcad`]UbWY fYei]fYaYbh cZ U ZYXYfU` dfc[fUa h\Uh ]g `Ygg gYjYfY h\Ub U aUhYf]U` kYU_bYgg ]b ]bhYfbU`
Wcbhfc` cjYf Wcad`]UbWY) mYh ]adcfhUbh Ybci[\ hc aYf]h UhhYbh]cb Vm h\cgY W\Uf[YX k]h\ [cjYfbUbWY+

Hif Wcbg]XYfUh]cb cZ ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY kUg Zcf h\Y `]a]hYX difdcgY XYgWf]VYX ]b h\Y Z]fgh
dUfU[fUd\ cZ h\]g gYWh]cb UbX kUg bch XYg][bYX hc ]XYbh]Zm U`` XYZ]W]YbW]Yg ]b ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY
h\Uh a][\h VY aUhYf]U` kYU_bYggYg cf g][b]Z]WUbh XYZ]W]YbW]Yg+ PY X]X bch ]XYbh]Zm Ubm XYZ]W]YbW]Yg ]b ]bhYfbU`
Wcbhfc` cjYf Wcad`]UbWY h\Uh kY Wcbg]XYf hc VY aUhYf]U` kYU_bYggYg+ BckYjYf) aUhYf]U` kYU_bYggYg aUm
Yl]gh h\Uh \UjY bch VYYb ]XYbh]Z]YX+

M\Y difdcgY cZ h\]g fYdcfh cb ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY ]g gc`Y`m hc XYgWf]VY h\Y gWcdY cZ cif hYgh]b[
cZ ]bhYfbU` Wcbhfc` cjYf Wcad`]UbWY UbX h\Y fYgi`hg cZ h\Uh hYgh]b[ VUgYX cb h\Y fYei]fYaYbhg cZ h\Y Nb]Zcfa
Ai]XUbWY+ ;WWcfX]b[`m) h\]g fYdcfh ]g bch gi]hUV`Y Zcf Ubm ch\Yf difdcgY+

@LWVY[ VU AJOLK\SL VM 3_WLUKP[\YLZ VM 4LKLYHS HUK A[H[L /^HYKZ @LX\PYLK I` CUPMVYT 5\PKHUJL

PY \UjY UiX]hYX h\Y Z]bUbW]U` ghUhYaYbhg cZ h\Y [cjYfbaYbhU` UWh]j]h]Yg) Vig]bYgg*hmdY UWh]j]h]Yg) YUW\
aU^cf ZibX) UbX h\Y U[[fY[UhY fYaU]b]b[ ZibX ]bZcfaUh]cb cZ E;=FM; Ug cZ UbX Zcf h\Y Z]gWU` mYUf YbXYX
DibY 0-) /-.4) UbX h\Y fY`UhYX bchYg hc h\Y Z]bUbW]U` ghUhYaYbhg) k\]W\ Wc``YWh]jY`m Wcadf]gY E;=FM;pg
VUg]W Z]bUbW]U` ghUhYaYbhg+ PY ]ggiYX cif fYdcfh h\YfYcb XUhYX >YWYaVYf .6) /-.4) k\]W\ WcbhU]bYX
ibacX]Z]YX cd]b]cbg cb h\cgY Z]bUbW]U` ghUhYaYbhg+ Hif UiX]h kUg WcbXiWhYX Zcf h\Y difdcgY cZ Zcfa]b[
cd]b]cbg cb h\Y Z]bUbW]U` ghUhYaYbhg h\Uh Wc``YWh]jY`m Wcadf]gY h\Y VUg]W Z]bUbW]U` ghUhYaYbhg+ M\Y
UWWcadUbm]b[ gW\YXi`Y cZ YldYbX]hifYg cZ ZYXYfU` UbX ghUhY UkUfXg ]g dfYgYbhYX Zcf difdcgYg cZ UXX]h]cbU`
UbU`mg]g Ug fYei]fYX Vm h\Y Nb]Zcfa Ai]XUbWY UbX ]g bch U fYei]fYX dUfh cZ h\Y VUg]W Z]bUbW]U` ghUhYaYbhg+
LiW\ ]bZcfaUh]cb ]g h\Y fYgdcbg]V]`]hm cZ aUbU[YaYbh UbX kUg XYf]jYX Zfca UbX fY`UhYg X]fYWh`m hc h\Y
ibXYf`m]b[ UWWcibh]b[ UbX ch\Yf fYWcfXg igYX hc dfYdUfY h\Y VUg]W Z]bUbW]U` ghUhYaYbhg+ M\Y ]bZcfaUh]cb
\Ug VYYb giV^YWhYX hc h\Y UiX]h]b[ dfcWYXifYg Udd`]YX ]b h\Y UiX]h cZ h\Y Z]bUbW]U` ghUhYaYbhg UbX WYfhU]b
UXX]h]cbU` dfcWYXifYg) ]bW`iX]b[ WcadUf]b[ UbX fYWcbW]`]b[ giW\ ]bZcfaUh]cb X]fYWh`m hc h\Y ibXYf`m]b[
UWWcibh]b[ UbX ch\Yf fYWcfXg igYX hc dfYdUfY h\Y VUg]W Z]bUbW]U` ghUhYaYbhg cf hc h\Y VUg]W Z]bUbW]U`
ghUhYaYbhg h\YagY`jYg) UbX ch\Yf UXX]h]cbU` dfcWYXifYg ]b UWWcfXUbWY k]h\ UiX]h]b[ ghUbXUfXg [YbYfU``m
UWWYdhYX ]b h\Y Nb]hYX LhUhYg cZ ;aYf]WU+ Cb cif cd]b]cb) h\Y gW\YXi`Y cZ YldYbX]hifYg cZ ZYXYfU` UbX ghUhY
UkUfXg ]g ZU]f`m ghUhYX ]b U`` aUhYf]U` fYgdYWhg ]b fY`Uh]cb hc h\Y VUg]W Z]bUbW]U` ghUhYaYbhg Ug U k\c`Y+
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<=B3 ( a 53<3@/9

M\Y UWWcadUbm]b[ gW\YXi`Y cZ YldYbX]hifYg cZ ZYXYfU` UbX ghUhY UkUfXg 'h\Y LW\YXi`Y( dfYgYbhg h\Y [fUbh
UWh]j]hm cZ U`` YldYbX]hifYg cZ ZYXYfU` UbX ghUhY UkUfX dfc[fUag cZ h\Y Ecg ;b[Y`Yg =cibhm FYhfcdc`]hUb
MfUbgdcfhUh]cb ;ih\cf]hm 'E;=FM;( ]b UWWcfXUbWY k]h\ h\Y fYei]fYaYbhg cZ M]h`Y / N+L+ =cXY cZ @YXYfU`
KY[i`Uh]cbg IUfh /--) Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards 'Nb]Zcfa Ai]XUbWY(+ ;`` ZYXYfU` UkUfXg fYWY]jYX X]fYWh`m Zfca ZYXYfU` U[YbW]Yg) Ug kY`` Ug
ZYXYfU` UkUfXg dUggYX h\fci[\ ch\Yf [cjYfbaYbh U[YbW]Yg) UfY ]bW`iXYX ]b h\Y LW\YXi`Y+ M\Y LW\YXi`Y
U`gc ]bW`iXYg ghUhY [fUbhg h\Uh Xc bch dUfh]W]dUhY ]b h\Y ZYXYfU` UkUfXg+ E;=FM; ]g h\Y fYdcfh]b[ Ybh]hm Ug
XYZ]bYX ]b GchY . hc h\Y Z]bUbW]U` ghUhYaYbhg cZ E;=FM;pg VUg]W Z]bUbW]U` ghUhYaYbhg+

<=B3 ) a 0/A7A =4 >@3A3<B/B7=<

?ldYbX]hifYg fYdcfhYX cb h\Y LW\YXi`Y UfY fYdcfhYX cb h\Y UWWfiU` VUg]g cZ UWWcibh]b[+ ?ldYbX]hifYg UfY
fYWc[b]nYX Zc``ck]b[) Ug Udd`]WUV`Y) Y]h\Yf h\Y Wcgh df]bW]d`Yg ]b HF< =]fWi`Uf ;*54) Cost Principles for
State, Local, and Indian Tribal Governments cf h\Y Wcgh df]bW]d`Yg WcbhU]bYX ]b Nb]Zcfa Ai]XUbWY) k\YfY]b
WYfhU]b hmdYg cZ YldYbX]hifYg UfY bch U``ckUV`Y cf UfY `]a]hYX Ug hc fY]aVifgYaYbh+ GY[Uh]jY Uacibhg
g\ckb cb h\Y LW\YXi`Y fYdfYgYbh UX^ighaYbhg cf WfYX]hg aUXY ]b h\Y bcfaU` WcifgY cZ Vig]bYgg hc Uacibhg
fYdcfhYX Ug YldYbX]hifYg ]b df]cf mYUfg+ E;=FM; \Ug Y`YWhYX bch hc igY h\Y .-*dYfWYbh XY a]b]a]g ]bX]fYWh
Wcgh fUhY Ug U``ckYX ibXYf h\Y Nb]Zcfa Ai]XUbWY+

<=B3 * a AB/B3 /<2 9=1/9 4C<2A @37;0C@A3;3<B

E;=FM; ih]`]nYg ghUhY UbX `cWU` ZibXg k\Yb ZYXYfU` ZibXg UfY bch fYWY]jYX ]b U h]aY`m aUbbYf+ Ndcb fYWY]dh
cZ ZYXYfU` ZibXg) E;=FM; fY]aVifgYg ghUhY UbX `cWU` ZibXg h\Uh kYfY ih]`]nYX Zcf YldYbX]hifYg Zcf ZYXYfU`
dfc[fUag+ KY]aVifgYaYbhg UfY g\ckb Ug WfYX]h VU`UbWYg ]b h\Y LW\YXi`Y+ ?ldYbX]hifYg ]bWiffYX Xif]b[
h\Y WiffYbh Z]gWU` mYUf) Vih VYZcfY U ZYXYfU` [fUbh ]g YlYWihYX UfY ]bW`iXYX Ug ghUhY cf `cWU` cb h\Y LW\YXi`Y
]b h\Y mYUf h\Y YldYbX]hifYg UfY ]bWiffYX UbX UfY fYdcfhYX Ug ZYXYfU` cb h\Y LW\YXi`Y ]b h\Y mYUf h\Y [fUbh
kUg YlYWihYX+ M\Y LW\YXi`Y ]bW`iXYg U`` ZYXYfU` UbX ghUhY [fUbh UbX `cUb YldYbX]hifYg) \ckYjYf) h\Y
LW\YXi`Y cb`m ]bW`iXYg `cWU` YldYbX]hifYg Ug h\Ym fY`UhY hc h\Y ZYXYfU` UbX ghUhY ZibXYX dfc^YWhg+

<=B3 + a 4323@/9 47</<17/9 /AA7AB/<13

IifgiUbh hc h\Y L]b[`Y ;iX]h ;Wh UbX Nb]Zcfa Ai]XUbWY =cad`]UbWY Lidd`YaYbh) h\Y ZYXYfU` Z]bUbW]U`
Ugg]ghUbWY ]g XYZ]bYX Ug Ugg]ghUbWY dfcj]XYX Vm U ZYXYfU` U[YbWm) Y]h\Yf X]fYWh`m cf ]bX]fYWh`m) ]b h\Y Zcfa cZ
[fUbhg) WcbhfUWhg) WccdYfUh]jY U[fYYaYbhg) `cUbg) `cUb [iUfUbhYYg) dfcdYfhm) ]bhYfYgh giVg]X]Yg) ]bgifUbWY)
cf X]fYWh Uddfcdf]Uh]cbg+ ;WWcfX]b[`m) bcbacbYhUfm ZYXYfU` Ugg]ghUbWY ]g ]bW`iXYX ]b ZYXYfU` Z]bUbW]U`
Ugg]ghUbWY UbX) h\YfYZcfY) ]g fYdcfhYX cb h\Y LW\YXi`Y) ]Z Udd`]WUV`Y+ @YXYfU` Z]bUbW]U` Ugg]ghUbWY XcYg bch
]bW`iXY X]fYWh ZYXYfU` WUg\ Ugg]ghUbWY hc ]bX]j]XiU`g+ Lc`]W]hYX WcbhfUWhg VYhkYYb h\Y ghUhY UbX ZYXYfU`
[cjYfbaYbh Zcf k\]W\ h\Y ZYXYfU` [cjYfbaYbh dfcWifYg hUb[]V`Y [ccXg cf gYfj]WYg UfY bch Wcbg]XYfYX hc VY
ZYXYfU` Z]bUbW]U` Ugg]ghUbWY+ @cf =@>; "/-+/00) #6-)4--)61- ]bW`iXYX ]b h\Y LW\YXi`Y fYdfYgYbhg WiffYbh
mYUf `cUb dfcWYYXg h\Uh kYfY cf][]bU``m ]bWiffYX ]b df]cf mYUfg+

<=B3 , a ;/8=@ >@=5@/;A

M\Y L]b[`Y ;iX]h ;Wh UbX Nb]Zcfa Ai]XUbWY YghUV`]g\ Wf]hYf]U hc VY igYX ]b XYZ]b]b[ aU^cf ZYXYfU` Z]bUbW]U`
Ugg]ghUbWY dfc[fUag+ FU^cf dfc[fUag Zcf E;=FM; UfY h\cgY dfc[fUag gY`YWhYX Zcf hYgh]b[ Vm h\Y UiX]hcf
ig]b[ U f]g_ UggYggaYbh acXY`) Ug kY`` Ug WYfhU]b a]b]aia YldYbX]hifY fYei]fYaYbhg) Ug cih`]bYX ]b
Nb]Zcfa Ai]XUbWY+ Ifc[fUag k]h\ g]a]`Uf fYei]fYaYbhg aUm VY [fcidYX ]bhc U W`ighYf Zcf hYgh]b[ difdcgYg+
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<=B3 - a 1=;;7<5932 /AA7AB/<13

M\Y E;=FM; fYWY]jYg ZYXYfU` UbX ghUhY ZibX]b[ Ug U giVfYW]d]Ybh h\fci[\ h\Y LhUhY cZ =U`]Zcfb]Upg
>YdUfhaYbh cZ MfUbgdcfhUh]cb '=U`hfUbg(+ M\Y YldYbX]hifYg fYdcfhYX ]b h\Y UWWcadUbm]b[ LW\YXi`Y Zcf
=@>; /-+/-2) N+L+ >YdUfhaYbh cZ MfUbgdcfhUh]cb o B][\kUm I`Ubb]b[ UbX =cbghfiWh]cb '[fUbh "-4*15/3()
fYdfYgYbh Wcaa]b[`YX ZYXYfU` UbX ghUhY ZibX]b[ fYWY]jYX Zfca =U`hfUbg+ M\Y gcifWYg cZ ZibX]b[ dUggYX
h\fci[\ =U`hfUbg ]bW`iXY ghUhY ZibX]b[ Zfca h\Y MfUZZ]W =cb[Ygh]cb KY`]YZ Ifc[fUa 'M=KI( UbX h\Y LhUhY
MfUbgdcfhUh]cb Ifc[fUa * EcWU` 'LMIE( UbX @YXYfU` ZibX]b[ Zfca h\Y @YXYfU` KY[]cbU` LifZUWY
MfUbgdcfhUh]cb Ifc[fUa 'KLMI( UbX h\Y LUZY) ;WWcibhUV`Y) @`Yl]V`Y) ?ZZ]W]Ybh MfUbgdcfhUh]cb ?ei]hm ;Wh7 U
EY[UWm Zcf NgYfg 'L;@?M?;*EN(+ M\Y dfc[fUa U`gc ]bW`iXYg EcWU` Ifcdcg]h]cb =*/2$ ZibX]b[ dfcj]XYX
Vm E;=FM;+ P\Yb h\Y gcifWYg cZ ZibX]b[ Zfca =U`hfUbg UfY bch gYdUfUhY`m ]XYbh]Z]UV`Y) E;=FM;pg dc`]Wm
]g hc fYdcfh Uacibhg YldYbXYX ibXYf h\Y dfc[fUa Z]fgh Ug ZYXYfU` YldYbX]hifYg id hc h\Y UddfcjYX ViX[YhYX
Uacibh UbX h\Yb h\Y fYaU]b]b[ YldYbX]hifYg k]`` VY fYdcfhYX Ug ghUhY YldYbX]hifYg+
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Financial Statements:

MmdY cZ fYdcfh h\Y UiX]hcf ]ggiYX cb k\Yh\Yf
h\Y Z]bUbW]U` ghUhYaYbhg UiX]hYX kYfY dfYdUfYX
]b UWWcfXUbWY k]h\ A;;I7 NbacX]Z]YX

CbhYfbU` Wcbhfc` cjYf Z]bUbW]U` fYdcfh]b[7

FUhYf]U` kYU_bYgg'Yg( ]XYbh]Z]YX9 RYg Q Gc

L][b]Z]WUbh XYZ]W]YbWm']Yg( ]XYbh]Z]YX9 T RYg Q GcbY fYdcfhYX

GcbWcad`]UbWY aUhYf]U` hc Z]bUbW]U` ghUhYaYbhg bchYX9 RYg Q Gc

Federal Awards:

CbhYfbU` Wcbhfc` cjYf aU^cf ZYXYfU` dfc[fUag7

FUhYf]U` kYU_bYgg'Yg( ]XYbh]Z]YX9 RYg Q Gc

L][b]Z]WUbh XYZ]W]YbWm']Yg( ]XYbh]Z]YX9 RYg Q GcbY fYdcfhYX

MmdY cZ UiX]hcfpg fYdcfh ]ggiYX cb Wcad`]UbWY Zcf
aU^cf ZYXYfU` dfc[fUag7 NbacX]Z]YX

;bm UiX]h Z]bX]b[g X]gW`cgYX h\Uh UfY fYei]fYX hc VY
fYdcfhYX ]b UWWcfXUbWY k]h\ / =@K /--+2.3'U(9 RYg Q Gc

CXYbh]Z]WUh]cb cZ aU^cf ZYXYfU` dfc[fUag7

=@>; /-+2-- , /-+2-4 , /-+2/2 @YXYfU` MfUbg]h =`ighYf

=@>; /-+0.6 B][\*LdYYX KU]` =cff]Xcfg UbX CbhYfW]hm
IUggYb[Yf KU]` LYfj]WY o =Ud]hU`
;gg]ghUbWY AfUbhg * ;KK;

>c``Uf h\fYg\c`X igYX hc X]gh]b[i]g\ hmdY ; UbX < dfc[fUag7 # 0)---)---

;iX]hYY eiU`]Z]YX Ug `ck*f]g_ UiX]hYY9 RYg Q Gc
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03 @3>=@B32 7< /11=@2/<13 E7B6 53<3@/99G /113>B32 5=D3@<;3<B /C27B7<5
AB/<2/@2A

GcbY

A31B7=< 777 % 47<27<5A /<2 ?C3AB7=<32 1=ABA 4=@ 4323@/9 /E/@2A 7<19C27<5 /C27B
47<27<5A /A 2347<32 7< B7B93 ) C&A& 1=23 =4 4323@/9 @35C9/B7=<A >/@B )''$ C<74=@;
/2;7<7AB@/B7D3 @3?C7@3;3<BA$ 1=AB >@7<17>93A$ /<2 /C27B @3?C7@3;3<BA 4=@
4323@/9 /E/@2A

GcbY
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4PUKPUN )'(-%''( a >YLWHYH[PVU VM AJOLK\SL VM 3_WLUKP[\YLZ VM 4LKLYHS HUK A[H[L /^HYKZ ";H[LYPHS
ELHRULZZ#

=cbX]h]cb7 M\Y MfUbgdcfhUh]cb CbZfUghfiWhifY @]bUbWY UbX CbbcjUh]cb ;Wh 'MC@C;( Ifc[fUa '=@>; " /-+//0(
UWh]j]hm kUg bch dfYgYbhYX Vm aUbU[YaYbh Ug ZYXYfU` YldYbX]hifYg UbX ]bghYUX kUg fYdcfhYX ]b h\Y EcWU`
L\UfY YldYbX]hifYg Wc`iab cZ h\Y gW\YXi`Y cZ YldYbX]hifYg cZ ZYXYfU` UbX ghUhY UkUfXg+

LhUhig7 M\]g aUhhYf ]g Wcbg]XYfYX fYgc`jYX Ug cZ FUfW\ /6) /-.5+
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8]ZbQ >Z]bM_T @@D
@\RS^S\RS\b CS[PS` 9`]eS ?]`eObV @\bS`\ObW]\OZ

@\RS^S\RS\b 7QQ]c\bO\bka GS^]`b
]\ 7^^ZgW\U 7U`SSR J^]\ F`]QSRc`Sa

CO\OUS[S\b O\R bVS 8]O`R ]T ;W`SQb]`a
B]a 7\USZSa 9]c\bg CSb`]^]ZWbO\ I`O\a^]`bObW]\ 7cbV]`Wbg
B]a 7\USZSa' 9OZWT]`\WO

IVS =SRS`OZ I`O\aWb 7R[W\Wab`ObW]\ $=I7% VOa SabOPZWaVSR bVS T]ZZ]eW\U abO\RO`Ra eWbV `SUO`R b] bVS RObO
`S^]`bSR b] Wb W\ bVS =SRS`OZ =c\RW\U 7ZZ]QObW]\ HbObWabWQa T]`[ $==7(,+% ]T bVS B]a 7\USZSa 9]c\bg
CSb`]^]ZWbO\ I`O\a^]`bObW]\ 7cbV]`Wbgka $bVS 7cbV]`Wbg% O\\cOZ DObW]\OZ I`O\aWb ;ObOPOaS $DI;% `S^]`b5

" 7 agabS[ Wa W\ ^ZOQS O\R [OW\bOW\SR T]` `SQ]`RW\U RObO W\ OQQ]`RO\QS eWbV DI; RSTW\WbW]\a) IVS
Q]``SQb RObO O`S PSW\U [SOac`SR O\R \] agabS[ObWQ S``]`a SfWab)

" 7 agabS[ Wa W\ ^ZOQS b] `SQ]`R RObO ]\ O Q]\bW\cW\U POaWa' O\R bVS RObO UObVS`W\U Wa O\ ]\U]W\U
STT]`b)

" H]c`QS R]Qc[S\ba O`S OdOWZOPZS b] ac^^]`b bVS `S^]`bSR RObO O\R O`S [OW\bOW\SR T]` =I7 `SdWSe
O\R OcRWb T]` O [W\W[c[ ]T bV`SS gSO`a T]ZZ]eW\U =I7#a `SQSW^b ]T bVS DI; `S^]`b) IVS RObO O`S
TcZZg R]Qc[S\bSR O\R aSQc`SZg ab]`SR)

" 7 agabS[ ]T W\bS`\OZ Q]\b`]Za Wa W\ ^ZOQS b] S\ac`S bVS RObO Q]ZZSQbW]\ ^`]QSaa Wa OQQc`ObS O\R bVOb
bVS `SQ]`RW\U agabS[ O\R `S^]`bSR Q][[S\ba O`S \]b OZbS`SR) ;]Qc[S\ba O`S `SdWSeSR O\R
aWU\SR Pg O ac^S`dWa]`' Oa `S_cW`SR)

" IVS RObO Q]ZZSQbW]\ [SbV]Ra O`S bV]aS acUUSabSR Pg =I7 ]` ]bVS`eWaS [SSb =I7 `S_cW`S[S\ba)

" IVS RSORVSOR [WZSa' Q][^cbSR Oa bVS RWTTS`S\QS PSbeSS\ bVS `S^]`bSR b]bOZ OQbcOZ dSVWQZS [WZSa
RObO O\R bVS `S^]`bSR b]bOZ OQbcOZ dSVWQZS `SdS\cS [WZSa $KGC% RObO' O^^SO` b] PS OQQc`ObS)

" ;ObO Wa Q]\aWabS\b eWbV ^`W]` `S^]`bW\U ^S`W]Ra O\R ]bVS` TOQba Y\]e\ OP]cb bVS 7cbV]`Wbgka
]^S`ObW]\a)

LS VOdS O^^ZWSR bVS ^`]QSRc`Sa' Oa RSaQ`WPSR W\ 7bbOQV[S\b 7' b] bVS RObO Q]\bOW\SR W\ bVS
OQQ][^O\gW\U ==7(,+ T]` bVS TWaQOZ gSO` S\RW\U Ac\S .+' -+,2) HcQV ^`]QSRc`Sa' eVWQV eS`S OU`SSR b]
O\R a^SQWTWSR Pg =I7 W\ bVS ;SQZO`ObW]\a aSQbW]\ ]T bVS 2017 Policy Manual O\R eS`S OU`SSR b] Pg bVS
7cbV]`Wbg [O\OUS[S\b O\R bVS 8]O`R ]T ;W`SQb]`a' eS`S O^^ZWSR b] OaaWab bVS 7cbV]`Wbg W\ SdOZcObW\U
eVSbVS` bVS 7cbV]`Wbg Q][^ZWSR eWbV bVS abO\RO`Ra RSaQ`WPSR W\ bVS TW`ab ^O`OU`O^V ]T bVWa ^O`b O\R bVOb bVS
W\T]`[ObW]\ W\QZcRSR W\ bVS DI; `S^]`b ==7(,+ T]` bVS TWaQOZ gSO` S\RW\U Ac\S .+' -+,2 Wa ^`SaS\bSR W\
Q]\T]`[Wbg eWbV bVS `S_cW`S[S\ba ]T bVS Uniform System of Accounts (USOA) and Records and Reporting
System; Final Rule' Oa a^SQWTWSR W\ /4 9=G FO`b 1.+' =SRS`OZ GSUWabS`' AO\cO`g ,0' ,44. O\R Oa
^`SaS\bSR W\ bVS 2017 Policy Manual) IVS ;Wab`WQb [O\OUS[S\b Wa `Sa^]\aWPZS T]` bVS ==7(,+ O\R
Q][^ZWO\QS eWbV DI; `S_cW`S[S\ba) IVS acTTWQWS\Qg ]T bVSaS ^`]QSRc`Sa Wa a]ZSZg bVS `Sa^]\aWPWZWbg ]T bVS
^O`bWSa a^SQWTWSR W\ bVWa `S^]`b) 9]\aS_cS\bZg' eS [OYS \] `S^`SaS\bObW]\ `SUO`RW\U bVS acTTWQWS\Qg ]T bVS
^`]QSRc`Sa S\c[S`ObSR PSZ]e SWbVS` T]` bVS ^c`^]aS T]` eVWQV bVWa `S^]`b VOa PSS\ `S_cSabSR ]` T]` O\g
]bVS` ^c`^]aS)



.)

IVS ^`]QSRc`Sa W\ 7bbOQV[S\b 7 eS`S O^^ZWSR aS^O`ObSZg b] SOQV ]T bVS W\T]`[ObW]\ agabS[a caSR b]
RSdSZ]^ bVS `S^]`bSR OQbcOZ dSVWQZS `SdS\cS [WZSa $KGC%' TWfSR UcWRSeOg $=>%' RW`SQbW]\OZ `]cbS [WZSa
$;GC%' ^OaaS\US` [WZSa b`OdSZSR $FCI%' O\R ]^S`ObW\U Sf^S\aSa $E<% ]T bVS 7cbV]`Wbg T]` bVS TWaQOZ gSO`
S\RW\U Ac\S .+' -+,2 T]` SOQV ]T bVS T]ZZ]eW\U []RSa5

" C]b]` 8ca j RW`SQbZg ]^S`ObSR
" C]b]` 8ca j ^c`QVOaSR b`O\a^]`bObW]\
" GO^WR 8ca j RW`SQbZg ]^S`ObSR
" ?SOdg GOWZ j RW`SQbZg ]^S`ObSR
" BWUVb GOWZ j RW`SQbZg ]^S`ObSR
" KO\^]]Z j ^c`QVOaSR b`O\a^]`bObW]\

@\ ^S`T]`[W\U bVS ^`]QSRc`Sa' SfQS^b T]` bVS W\T]`[ObW]\ WRS\bWTWSR W\ 7bbOQV[S\b 7 b] bVWa `S^]`b' \]
[ObbS`a QO[S b] ]c` ObbS\bW]\ bVOb e]cZR PS `S_cW`SR b] PS `S^]`bSR b] g]c `SUO`RW\U bVS W\T]`[ObW]\
W\QZcRSR W\ bVS DI; `S^]`b ]\ bVS ==7(,+ =]`[ T]` bVS TWaQOZ gSO` S\RW\U Ac\S .+' -+,2) IVWa OU`SSR(
c^]\ ^`]QSRc`Sa S\UOUS[S\b eOa Q]\RcQbSR W\ OQQ]`RO\QS eWbV ObbSabObW]\ abO\RO`Ra SabOPZWaVSR Pg bVS
7[S`WQO\ @\abWbcbS ]T 9S`bWTWSR FcPZWQ 7QQ]c\bO\ba) LS eS`S \]b S\UOUSR b] O\R RWR \]b Q]\RcQb O\
SfO[W\ObW]\ ]` `SdWSe' bVS ]PXSQbWdS ]T eVWQV e]cZR PS bVS Sf^`SaaW]\ ]T O\ ]^W\W]\ ]` Q]\QZcaW]\'
`Sa^SQbWdSZg' ]\ Q]\T]`[Wbg eWbV bVS `S_cW`S[S\ba ]T bVS Uniform System of Accounts (USOA) and
Records and Reporting System; Final Rule' Oa a^SQWTWSR W\ /4 9=G FO`b 1.+' =SRS`OZ GSUWabS`' AO\cO`g
,0' ,44. O\R Oa ^`SaS\bSR W\ bVS 2017 Policy Manual) 7QQ]`RW\UZg' eS R] \]b Sf^`Saa acQV O\ ]^W\W]\ ]`
Q]\QZcaW]\) ?OR eS ^S`T]`[SR ORRWbW]\OZ ^`]QSRc`Sa' ]bVS` [ObbS`a [WUVb VOdS Q][S b] ]c` ObbS\bW]\ bVOb
e]cZR VOdS PSS\ `S^]`bSR b] g]c) IVWa `S^]`b `SZObSa ]\Zg b] bVS W\T]`[ObW]\ RSaQ`WPSR OP]dS' O\R R]Sa
\]b SfbS\R b] bVS 7cbV]`Wbgka TW\O\QWOZ abObS[S\ba bOYS\ Oa O eV]ZS' ]` bVS T]`[a W\ bVS 7cbV]`Wbgka DI;
`S^]`b ]bVS` bVO\ bVS ==7(,+ T]`[' T]` O\g RObS ]` ^S`W]R)

IVWa `S^]`b Wa W\bS\RSR a]ZSZg T]` bVS W\T]`[ObW]\ O\R caS ]T bVS 8]O`R ]T ;W`SQb]`a' bVS [O\OUS[S\b ]T
bVS 7cbV]`Wbg' O\R bVS =I7 O\R Wa \]b W\bS\RSR b] PS O\R aV]cZR \]b PS caSR Pg O\g]\S ]bVS` bVO\ bVSaS
a^SQWTWSR ^O`bWSa)

9`]eS ?]`eObV BBF

B]a 7\USZSa' 9OZWT]`\WO
EQb]PS` .,' -+,2
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<G6 F`SSQ^_QP D]ZOQP`]Q^4

O) EPbOW\ O\R `SOR O Q]^g ]T e`WbbS\ ^`]QSRc`Sa `SZObSR b] bVS agabS[ T]` `S^]`bW\U O\R [OW\bOW\W\U RObO
W\ OQQ]`RO\QS eWbV bVS DI; `S_cW`S[S\ba O\R RSTW\WbW]\a aSb T]`bV W\ /4 9=G FO`b 1.+' =SRS`OZ
GSUWabS`' RObSR AO\cO`g ,0' ,44. O\R Oa ^`SaS\bSR W\ bVS -+,2 F]ZWQg CO\cOZ) @T ^`]QSRc`Sa O`S \]b
e`WbbS\' RWaQcaa bVS ^`]QSRc`Sa eWbV bVS ^S`a]\\SZ OaaWU\SR `Sa^]\aWPWZWbg ]T ac^S`dWaW\U bVS DI;
RObO ^`S^O`ObW]\ O\R [OW\bS\O\QS)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

P) ;WaQcaa bVS ^`]QSRc`Sa $e`WbbS\ ]` W\T]`[OZ% eWbV bVS ^S`a]\\SZ OaaWU\SR `Sa^]\aWPWZWbg ]T ac^S`dWaW\U
bVS ^`S^O`ObW]\ O\R [OW\bS\O\QS ]T DI; RObO b] RSbS`[W\S5

" IVS SfbS\b b] eVWQV bVS b`O\aWb OUS\Qg T]ZZ]eSR bVS ^`]QSRc`Sa ]\ O Q]\bW\c]ca POaWa' O\R
" LVSbVS` bVSg PSZWSdS acQV ^`]QSRc`Sa `SacZb W\ OQQc[cZObW]\ O\R `S^]`bW\U ]T RObO Q]\aWabS\b

eWbV bVS DI; RSTW\WbW]\a O\R `S_cW`S[S\ba aSb T]`bV W\ /4 9=G FO`b 1.+' =SRS`OZ GSUWabS`' RObSR
AO\cO`g ,0' ,44. O\R Oa ^`SaS\bSR W\ bVS -+,2 F]ZWQg CO\cOZ)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

Q) 7aY bVSaS aO[S ^S`a]\\SZ OP]cb bVS `SbS\bW]\ ^]ZWQg bVOb bVS b`O\aWb OUS\Qg T]ZZ]ea Oa b] a]c`QS
R]Qc[S\ba ac^^]`bW\U DI; RObO `S^]`bSR ]\ bVS =SRS`OZ =c\RW\U 7ZZ]QObW]\ HbObWabWQa T]`[ $==7(,+%)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

R) 8OaSR ]\ O RSaQ`W^bW]\ ]T bVS b`O\aWb OUS\Qg#a ^`]QSRc`Sa ]PbOW\SR W\ WbS[a O O\R P OP]dS' WRS\bWTg OZZ
bVS a]c`QS R]Qc[S\ba bVOb bVS b`O\aWb OUS\Qg [cab `SbOW\ T]` O [W\W[c[ ]T bV`SS gSO`a) =]` SOQV bg^S
]T a]c`QS R]Qc[S\b' aSZSQb bV`SS []\bVa ]cb ]T bVS gSO` O\R RSbS`[W\S eVSbVS` bVS R]Qc[S\b SfWaba
T]` SOQV ]T bVSaS ^S`W]Ra)

FQWQO_QP ^Z`]OQ PZO`XQY_^ R]ZX _T]QQ PURRQ]QY_ XZY_T^ UY RU^OMW dQM]^ ,*+0& ,*+/& MYP ,*+.
$1)-),*+-& +,),*),*+-& -)2),*+.& ++)+-),*+.& +)2),*+/& /)2),*+/& 2)+-),*+/& +,)2),*+/& .)1),*+0% _Z
QY^`]Q _TQd bQ]Q ]Q_MUYQP RZ] M XUYUX`X ZR _T]QQ dQM]^( JQ ZN^Q]aQP _TM_ _TQ ^Z`]OQ
PZO`XQY_^ bQ]Q XMUY_MUYQP RZ] QMOT RU^OMW dQM] M^ ]Q\`U]QP(

S) ;WaQcaa bVS agabS[ ]T W\bS`\OZ Q]\b`]Za) @\_cW`S eVSbVS` aS^O`ObS W\RWdWRcOZa $W\RS^S\RS\b ]T bVS
W\RWdWRcOZa ^`S^O`W\U a]c`QS R]Qc[S\ba O\R ^]abW\U RObO ac[[O`WSa% `SdWSe bVS a]c`QS R]Qc[S\ba
O\R RObO ac[[O`WSa T]` Q][^ZSbS\Saa' OQQc`OQg' O\R `SOa]\OPZS\Saa O\R V]e ]TbS\ bVSaS
W\RWdWRcOZa ^S`T]`[ acQV `SdWSea)

DQ] UY\`U]d bU_T _TQ XMYMSQXQY_& _TQ UYPUaUP`MW^ ]QaUQbUYS ^Z`]OQ PZO`XQY_^ M]Q
UYPQ[QYPQY_ ZR UYPUaUP`MW^ []Q[M]UYS _TQ UYRZ]XM_UZY MYP _TQ ]QaUQb U^ PZYQ ZY M [Q]UZPUO
NM^U^ PQ[QYPUYS ZY _TQ PM_M NQUYS ]QaUQbQP(

T) HSZSQb O VO^VOhO`R aO[^ZS ]T a]c`QS R]Qc[S\ba O\R RSbS`[W\S eVSbVS` ac^S`dWa]`a# aWU\Obc`Sa O`S
^`SaS\b Oa `S_cW`SR Pg bVS agabS[ ]T W\bS`\OZ Q]\b`]Za) @T ac^S`dWa]`a# aWU\Obc`Sa O`S \]b `S_cW`SR'
W\_cW`S V]e ^S`a]\\SZ R]Qc[S\b ac^S`dWa]`ak `SdWSe)

FQWQO_QP M TM[TMeM]P ^MX[WQ ZR +*- ^Z`]OQ PZO`XQY_^& YZ_UYS _TQ ]Q\`U]QP M[[]ZaMW ZY MWW
^Z`]OQ PZO`XQY_^( F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(
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0)

U) EPbOW\ bVS e]`YaVSSba caSR b] ^`S^O`S bVS TW\OZ RObO bVOb bVS b`O\aWb OUS\Qg b`O\aQ`WPSa ]\b] bVS
=SRS`OZ =c\RW\U 7ZZ]QObW]\ HbObWabWQa T]`[) 9][^O`S bVS ^S`W]RWQ RObO W\QZcRSR ]\ bVS e]`YaVSSba b]
bVS ^S`W]RWQ ac[[O`WSa ^`S^O`SR Pg bVS b`O\aWb OUS\Qg) ISab bVS O`WbV[SbWQOZ OQQc`OQg ]T bVS
ac[[O`WSa)

JQ ZN_MUYQP _TQ bZ]V^TQQ_^ MYP MS]QQP _TQ PM_M ZY _TQ bZ]V^TQQ_^ _Z _TQ ^`XXM]UQ^
[]ZaUPQP MYP aQ]URUQP _TQ M]U_TXQ_UOMW MOO`]MOd ZR _TQ ^`XXM]UQ^ bU_TZ`_ QcOQ[_UZY(

V) ;WaQcaa bVS ^`]QSRc`S T]` OQQc[cZObW\U O\R `SQ]`RW\U ^OaaS\US` [WZSa b`OdSZSR $FCI% RObO W\
OQQ]`RO\QS eWbV DI; `S_cW`S[S\ba eWbV b`O\aWb OUS\Qg abOTT) @\_cW`S eVSbVS` bVS ^`]QSRc`S Wa ]\S ]T
bVS [SbV]Ra a^SQWTWQOZZg O^^`]dSR W\ bVS -+,2 F]ZWQg CO\cOZ)

<Z] _TQ ]MUW MYP aMY [ZZW XZPQ^& _TQ 6`_TZ]U_d `_UWUeQP M ^_M_U^_UOMW ^MX[WUYS XQ_TZP M^
PQ^O]UNQP UY <G6 8U]O`WM]^ ,1+*(+6( <Z] _TQ XZ_Z] N`^ XZPQ^& _TQ 6`_TZ]U_d `_UWUeQP M +**#
OZ`Y_ aQ]URUOM_UZY RZ] [M^^QYSQ] _]U[^ MYP MY Q^_UXM_Q ZR [M^^QYSQ] XUWQ^ NM^QP ZY M
^_M_U^_UOMW ^MX[WUYS XQ_TZP M^ PQ^O]UNQP UY <G6 8U]O`WM]^ ,1+*(,6(

W) ;WaQcaa eWbV b`O\aWb OUS\Qg abOTT' bVS b`O\aWb OUS\Qg#a SZWUWPWZWbg b] Q]\RcQb abObWabWQOZ aO[^ZW\U T]` FCI
RObO SdS`g bVW`R gSO`) ;SbS`[W\S eVSbVS` bVS b`O\aWb OUS\Qg [SSba DI; Q`WbS`WO bVOb OZZ]e b`O\aWb
OUS\QWSa b] Q]\RcQb abObWabWQOZ aO[^ZSa T]` OQQc[cZObW\U FCI RObO SdS`g bVW`R gSO` `ObVS` bVO\
O\\cOZZg) H^SQWTWQOZZg5

O) 7QQ]`RW\U b] bVS -+,+ 9S\aca' bVS ^cPZWQ b`O\aWb OUS\Qg aS`dSa O\ c`PO\WhSR O`SO
$JN7% ]T ZSaa bVO\ 0++'+++ ^]^cZObW]\)

P) IVS ^cPZWQ b`O\aWb OUS\Qg RW`SQbZg ]^S`ObSa TSeS` bVO\ ,++ `SdS\cS dSVWQZSa W\ OZZ []RSa
W\ O\\cOZ [OfW[c[ `SdS\cS aS`dWQS $KECH% $W\ O\g aWhS JN7%)

Q) HS`dWQS ^c`QVOaSR T`][ O aSZZS` Wa W\QZcRSR W\ bVS b`O\aWb OUS\Qg#a DI; `S^]`b)

R) =]` b`O\aWb OUS\QWSa bVOb [SSb ]\S ]T bVS OP]dS Q`WbS`WO' `SdWSe bVS DI; R]Qc[S\bObW]\
T]` bVS []ab `SQS\b [O\ROb]`g aO[^ZW\U gSO` $-+,2% O\R RSbS`[W\S bVOb abObWabWQOZ
aO[^ZW\U eOa Q]\RcQbSR O\R [SSba bVS 40" Q]\TWRS\QS O\R &,+" ^`SQWaW]\
`S_cW`S[S\ba)

S) ;SbS`[W\S V]e bVS b`O\aWb OUS\Qg SabW[ObSR O\\cOZ FCI T]` bVS Qc``S\b `S^]`b gSO`)

DQ] UY\`U]d bU_T _TQ 6`_TZ]U_d XMYMSQXQY_& _TQ 6`_TZ]U_d PZQ^ YZ_ XQQ_ MYd ZR _TQ _T]QQ
O]U_Q]UM _TM_ MWWZb^ _]MY^U_ MSQYOUQ^ _Z OZYP`O_ ^_M_U^_UOMW ^MX[WQ^ RZ] MOO`X`WM_UYS [M^^QYSQ]
XUWQ PM_M QaQ]d _TU]P dQM]( GTQ]QRZ]Q& _TQ 6`_TZ]U_d OZYP`O_^ ^_M_U^_UOMW ^MX[WUYS MYY`MWWd M^
PQ^O]UNQP UY []ZOQP`]Q T(

X) EPbOW\ O RSaQ`W^bW]\ ]T bVS aO[^ZW\U ^`]QSRc`S T]` SabW[ObW]\ ]T FCI RObO caSR Pg bVS b`O\aWb OUS\Qg)
EPbOW\ O Q]^g ]T bVS b`O\aWb OUS\Qg#a e]`YW\U ^O^S`a ]` [SbV]R]Z]Ug caSR b] aSZSQb bVS OQbcOZ aO[^ZS
]T `c\a T]` `SQ]`RW\U FCI RObO) @T bVS b`O\aWb OUS\Qg caSR OdS`OUS b`W^ ZS\UbV' RSbS`[W\S bVOb bVS
c\WdS`aS ]T `c\a eOa bVS aO[^ZW\U T`O[S) ;SbS`[W\S bVOb bVS [SbV]R]Z]Ug caSR b] aSZSQb a^SQWTWQ
`c\a T`][ bVS c\WdS`aS `SacZbSR W\ O VO^VOhO`R aSZSQbW]\ ]T `c\a) @T bVS b`O\aWb OUS\Qg [WaaSR O
aSZSQbSR aO[^ZS `c\' RSbS`[W\S bVOb O `S^ZOQS[S\b aO[^ZS `c\ eOa VO^VOhO`R) ;SbS`[W\S bVOb bVS
b`O\aWb OUS\Qg T]ZZ]eSR bVS abObSR aO[^ZW\U ^`]QSRc`S)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(
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1)

Y) HSZSQb O VO^VOhO`R aO[^ZS ]T bVS a]c`QS R]Qc[S\ba T]` OQQc[cZObW\U FCI RObO O\R RSbS`[W\S bVOb
bVS RObO O`S Q][^ZSbS $OZZ `S_cW`SR RObO O`S `SQ]`RSR% O\R bVOb bVS Q][^cbObW]\a O`S OQQc`ObS) HSZSQb
O VO^VOhO`R aO[^ZS ]T bVS OQQc[cZObW]\ ^S`W]Ra O\R `S(Q][^cbS bVS OQQc[cZObW]\a T]` SOQV ]T bVS
aSZSQbSR ^S`W]Ra) BWab bVS OQQc[cZObW]\ ^S`W]Ra bVOb eS`S bSabSR) ISab bVS O`WbV[SbWQOZ OQQc`OQg ]T
bVS ac[[O`WhObW]\)

FQWQO_QP M TM[TMeM]P ^MX[WQ ZR 1, ^Z`]OQ PZO`XQY_^ MO]Z^^ MWW XZPQ^ R]ZX MWW _bQWaQ
XZY_T^ UY RU^OMW dQM] ,*+1& `^QP RZ] MOO`X`WM_UYS [M^^QYSQ] XUWQ^ _]MaQWQP $DAG% PM_M MYP
PQ_Q]XUYQP _TQd bQ]Q OZX[WQ_Q MYP XM_TQXM_UOMWWd MOO`]M_Q( JQ _Q^_QP _TQ MaQ]MSQ _]U[
WQYS_T MYP _TQ _Z_MW _]U[^ RZ] QMOT ZR _TQ ^MX[WQ^ MYP ]QOZX[`_QP _TQ MOO`X`WM_UZY^ RZ] QMOT
[Q]UZP( F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

Z) ;WaQcaa bVS ^`]QSRc`Sa T]` agabS[ObWQ SfQZcaW]\ ]T QVO`bS`' aQV]]Z Pca' O\R ]bVS` W\SZWUWPZS dSVWQZS
[WZSa T`][ bVS QOZQcZObW]\ ]T OQbcOZ dSVWQZS `SdS\cS [WZSa eWbV b`O\aWb OUS\Qg abOTT O\R WRS\bWTg bVOb
abObSR ^`]QSRc`Sa O`S T]ZZ]eSR) HSZSQb O VO^VOhO`R aO[^ZS ]T a]c`QS R]Qc[S\ba caSR b] `SQ]`R
QVO`bS` Pca aS`dWQS O\R bSab bVS O`WbV[SbWQOZ OQQc`OQg ]T bVS Q][^cbObW]\a)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

[) =]` OQbcOZ dSVWQZS `SdS\cS [WZSa $KGC% RObO' R]Qc[S\b bVS Q]ZZSQbW]\ O\R `SQ]`RW\U [SbV]R]Z]Ug
O\R WRS\bWTg bVOb RSORVSOR [WZSa O`S agabS[ObWQOZZg SfQZcRSR T`][ bVS Q][^cbObW]\) IVWa Wa
OQQ][^ZWaVSR Oa T]ZZ]ea5

" @T OQbcOZ KGCa O`S QOZQcZObSR T`][ aQVSRcZSa' R]Qc[S\b bVS ^`]QSRc`Sa caSR b] acPb`OQb [WaaSR
b`W^a) HSZSQb O VO^VOhO`R aO[^ZS ]T bVS ROga bVOb aS`dWQS Wa ]^S`ObSR' O\R `S(Q][^cbS bVS ROWZg
b]bOZ ]T [WaaSR b`W^a O\R [WaaSR KGCa) ISab bVS O`WbV[SbWQOZ OQQc`OQg ]T bVS ac[[O`g)

" @T OQbcOZ KGCa O`S QOZQcZObSR T`][ VcP]R][SbS`a' R]Qc[S\b bVS ^`]QSRc`Sa caSR b] QOZQcZObS
O\R acPb`OQb RSORVSOR [WZSOUS) HSZSQb O VO^VOhO`R aO[^ZS ]T bVS VcP]R][SbS` `SORW\Ua O\R
RSbS`[W\S bVOb bVS abObSR ^`]QSRc`Sa T]` VcP]R][SbS` RSORVSOR [WZSOUS ORXcab[S\ba O`S
O^^ZWSR Oa ^`SaQ`WPSR) ISab bVS O`WbV[SbWQOZ OQQc`OQg ]T bVS ac[[O`g ]T W\bS`[SRWObS
OQQc[cZObW]\a)

" @T OQbcOZ KGCa O`S QOZQcZObSR T`][ dSVWQZS Z]Ua' aSZSQb VO^VOhO`R aO[^ZSa ]T bVS dSVWQZS Z]Ua O\R
RSbS`[W\S bVOb bVS RSORVSOR [WZSOUS VOa PSS\ Q]``SQbZg Q][^cbSR W\ OQQ]`RO\QS eWbV =I7
RSTW\WbW]\a)

IQTUOWQ WZS^ M]Q `^QP _Z OZX[`_Q _TQ IEA PM_M RZ] YZY'RUcQP ]Z`_Q^( <Z] RUcQP ]Z`_Q^& _TQ
6`_TZ]U_d `^Q^ XZY_TWd ^Q]aUOQ^ ]Q[Z]_^ MYP PMUWd WZ^^ ^Q]aUOQ ]QOZ]P^ _Z ]QOZ]P MYd XU^^QP
_]U[^( GTQ ID'DG XZPQ PZQ^ YZ_ TMaQ MYd PQMPTQMP XUWQ^( FQWQO_QP M TM[TMeM]P ^MX[WQ ZR
1, ^Z`]OQ PZO`XQY_^ MO]Z^^ MWW XZPQ^& QcOQ[_ RZ] ID'DG& MYP ]QOMWO`WM_QP _TQ IEA^ RZ] _TQ
^MX[WQ ZR _]U[^& QcOW`PUYS PQMPTQMP XUWQ^( F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

\) =]` `OWZ []RSa' ]PbOW\ O\R `SOR bVS `SQ]`RW\U O\R OQQc[cZObW]\ aVSSba T]` OQbcOZ KGCka O\R WRS\bWTg
bVOb Z]Q][]bWdS [WZSa O`S \]b W\QZcRSR W\ bVS Q][^cbObW]\)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY( GTQ]Q M]Q YZ WZOZXZ_UaQ^(
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2)

]) @T TWfSR UcWRSeOg ]` ?WUV @\bS\aWbg 8ca RW`SQbW]\OZ `]cbS [WZSa $=> ]` ?@8 ;GC% O`S `S^]`bSR'
W\bS`dWSe bVS ^S`a]\ `Sa^]\aWPZS T]` [OW\bOW\W\U O\R `S^]`bW\U bVS DI; RObO eVSbVS` bVS ]^S`ObW]\a
[SSb bVS =I7 RSTW\WbW]\ ]T TWfSR UcWRSeOg $=>% ]` ?WUV @\bS\aWbg 8ca $?@8% W\ bVOb bVS aS`dWQS Wa5

" GOWZ' b`]ZZSgPca $I8%' TS``gP]Ob $=8%' ]` OS`WOZ b`O[eOg $IG% ]`

" 8ca $C8% aS`dWQS ]^S`ObW\U ]dS` SfQZcaWdS ]` Q]\b`]ZZSR OQQSaa `WUVba(]T(eOg $GEL%' O\R
o 7QQSaa Wa `Sab`WQbSR
o BSUWbW[ObS \SSR T]` `Sab`WQbSR OQQSaa Wa RS[]\ab`ObSR Pg ^SOY ^S`W]R ZSdSZ ]T aS`dWQS ;

]` e]`aS ]\ ^O`OZZSZ ORXOQS\b VWUVeOg' O\R
o GSab`WQbSR OQQSaa Wa S\T]`QSR T]` T`SSeOga6 ^`W]`Wbg ZO\Sa caSR Pg ]bVS` VWUV ]QQc^O\Qg

dSVWQZSa $?EK% $W)S)' dO\^]]Za $KF%' QO`^]]Za% [cab RS[]\ab`ObS aOTS ]^S`ObW]\ $aSS
=WfSR >cWRSeOg HSU[S\ba T]`[ $F(/+%%

o ?WUV EQQc^O\Qg * I]ZZ $?E*I% ZO\Sa [SSb =?L7 `S_cW`S[S\ba T]` b`OTTWQ TZ]e O\R caS ]T
b]ZZ `SdS\cSa' O\R bVOb bVS b`O\aWb OUS\Qg VOa ^`]dWRSR b] DI; O Q]^g ]T bVS HbObSka
QS`bWTWQObW]\ b] bVS JH HSQ`SbO`g ]T I`O\a^]`bObW]\ bVOb Wb VOa SabOPZWaVSR O ^`]U`O[ T]`
[]\Wb]`W\U' OaaSaaW\U O\R `S^]`bW\U ]\ bVS ]^S`ObW]\ ]T bVS ?EK TOQWZWbg eWbV ?E*I ZO\Sa)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

^) ;WaQcaa bVS [SOac`S[S\b ]T => O\R ?@8 ;GC eWbV bVS ^S`a]\ `S^]`bW\U DI; RObO O\R RSbS`[W\S
bVOb bVS VS ]` aVS Q][^cbSR [WZSOUS W\ OQQ]`RO\QS eWbV bVS =I7 RSTW\WbW]\a ]T =>*?@8 O\R ;GC)
@\_cW`S ]T O\g aS`dWQS QVO\USa Rc`W\U bVS gSO` bVOb `SacZbSR W\ O\ W\Q`SOaS ]` RSQ`SOaS W\ ;GCa) @T O
aS`dWQS QVO\US `SacZbSR W\ O QVO\US W\ ]dS`OZZ ;GCa' `S(Q][^cbS bVS OdS`OUS []\bVZg ;GCa' O\R
`SQ]\QWZS bVS b]bOZ b] bVS =>*?@8 ;GC `S^]`bSR ]\ bVS =SRS`OZ =c\RW\U 7ZZ]QObW]\ HbObWabWQa T]`[)

DQ] UY\`U]d ZR XMYMSQXQY_& YZ YQb <= ^QSXQY_^ bQ]Q MPPQP UY RU^OMW dQM] ,*+1(

_) @\_cW`S WT O\g bS[^]`O`g W\bS``c^bW]\a W\ b`O\aWb aS`dWQS ]QQc``SR Rc`W\U bVS `S^]`b gSO`) @T bVSaS
W\bS``c^bW]\a eS`S RcS b] [OW\bS\O\QS ]` `SVOPWZWbObW]\ W[^`]dS[S\ba b] O => aSU[S\b$a%' bVS
T]ZZ]eW\U O^^Zg5

" GS^]`b ;GCa T]` bVS aSU[S\b$a% T]` bVS S\bW`S `S^]`b gSO` WT bVS W\bS``c^bW]\ Wa ZSaa bVO\ ,-
[]\bVa W\ Rc`ObW]\) GS^]`b bVS []\bVa ]T ]^S`ObW]\ ]\ bVS =>*?@8 aSU[S\ba T]`[ Oa ,-) IVS
b`O\aWb OUS\Qg aV]cZR R]Qc[S\b bVS W\bS``c^bW]\)

" @T bVS W[^`]dS[S\ba QOcaS O aS`dWQS W\bS``c^bW]\ ]\ bVS =>(;GCa ZOabW\U []`S bVO\ ,-
[]\bVa' bVS b`O\aWb OUS\Qg aV]cZR Q]\bOQb bVSW` dOZWRObW]\ O\OZgab b] RWaQcaa) =I7 eWZZ [OYS O
RSbS`[W\ObW]\ ]\ V]e bVS ;GCa aV]cZR PS `S^]`bSR)

DQ] UY\`U]d ZR XMYMSQXQY_ _TQ]Q bQ]Q YZ UY_Q]]`[_UZY^ UY ^Q]aUOQ P`]UYS RU^OMW dQM] ,*+1 _TM_
bZ`WP ]Q\`U]Q M OTMYSQ UY ]Q[Z]_UYS(

`) CSOac`S =>*?@8 ;GC T`][ [O^a ]` Pg `Sb`OQW\U `]cbS)

JQ XQM^`]QP MWW ZR _TQ <=)>?7 XM[^( F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

a) ;WaQcaa eVSbVS` ]bVS` ^cPZWQ b`O\aWb OUS\QWSa ]^S`ObS aS`dWQS ]dS` bVS aO[S =>*?@8 Oa bVS b`O\aWb
OUS\Qg) @T gSa' RSbS`[W\S bVOb bVS b`O\aWb OUS\Qg Q]]`RW\ObSR eWbV bVS ]bVS` b`O\aWb OUS\Qg $]`
OUS\QWSa% acQV bVOb bVS ;GCa T]` bVS aSU[S\b ]T =>*?@8 O`S `S^]`bSR ]\Zg ]\QS b] bVS DI; ]\ bVS
=SRS`OZ =c\RW\U 7ZZ]QObW]\ T]`[) <OQV b`O\aWb OUS\Qg aV]cZR `S^]`b bVS OQbcOZ KGC' FCI' O\R E< T]`
bVS aS`dWQS ]^S`ObSR ]dS` bVS aO[S =>*?@8)

DQ] UY\`U]d ZR XMYMSQXQY_& _TQ 6`_TZ]U_d U^ _TQ M[[]ZaQP Z[Q]M_Z] RZ] MWW ZR _TQU] <= MYP _TQ
6`_TZ]U_d U^ ]Q[Z]_UYS _TQU] MO_`MW IEA& DAG& MYP C; RZ] _TQU] ^Q]aUOQ^( F_Q[ [Q]RZ]XQP
bU_TZ`_ QcOQ[_UZY(
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3)

b) GSdWSe bVS =>*?@8 aSU[S\ba T]`[) ;WaQcaa bVS 7US\Qg GSdS\cS HS`dWQS HbO`b ;ObS T]` O\g
aSU[S\ba ORRSR W\ bVS -+,2 `S^]`b gSO` eWbV bVS ^S`a]\a `S^]`bW\U DI; RObO) IVWa Wa bVS
Q][[S\QS[S\b RObS ]T `SdS\cS aS`dWQS T]` SOQV =>*?@8 aSU[S\b) ;SbS`[W\S bVOb bVS RObS `S^]`bSR
Wa bVS RObS bVOb bVS OUS\Qg PSUO\ `SdS\cS aS`dWQS) IVWa [Og PS ZObS` bVO\ bVS E`WUW\OZ ;ObS ]T
GSdS\cS HS`dWQS WT bVS b`O\aWb OUS\Qg Wa \]b bVS ]`WUW\OZ ]^S`Ob]`) @T O aSU[S\b eOa ORRSR T]` bVS
-+,2 `S^]`b gSO`' bVS 7US\Qg GSdS\cS HS`dWQS ;ObS [cab ]QQc` eWbVW\ bVS b`O\aWb OUS\Qgka -+,2
TWaQOZ gSO`) HSU[S\ba O`S U`]c^SR Pg ZWYS QVO`OQbS`WabWQa) D]bS bVOb T]` O^^]`bW]\[S\b ^c`^]aSa'
c\RS` bVS HbObS ]T >]]R GS^OW` $i0..2% O\R 8ca O\R 8ca =OQWZWbWSa $i0..4% ^`]U`O[a' bVS 2(gSO` OUS
`S_cW`S[S\b T]` TWfSR UcWRSeOg*?WUV @\bS\aWbg 8ca aSU[S\ba Wa POaSR ]\ bVS `S^]`b gSO` eVS\ bVS
aSU[S\b Wa TW`ab `S^]`bSR Pg O\g DI; b`O\aWb OUS\Qg) IVWa ^S`bOW\a b] aSU[S\ba `S^]`bSR T]` bVS TW`ab
bW[S W\ bVS Qc``S\b `S^]`b gSO`) <dS\ WT O b`O\aWb OUS\Qg QO\ R]Qc[S\b O\ 7US\Qg GSdS\cS HS`dWQS
HbO`b ;ObS ^`W]` b] bVS Qc``S\b DI; `S^]`b gSO`' bVS =I7 eWZZ ]\Zg Q]\aWRS` aSU[S\ba Q]\bW\c]caZg
`S^]`bSR b] bVS DI;)

DQ] UY\`U]d ZR XMYMSQXQY_& YZ YQb <= ^QSXQY_^ bQ]Q MPPQP UY RU^OMW dQM] ,*+1(

c) 9][^O`S ]^S`ObW\U Sf^S\aSa eWbV OcRWbSR TW\O\QWOZ RObO OTbS` `SQ]\QWZW\U WbS[a O`S `S[]dSR)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(

d) @T bVS b`O\aWb OUS\Qg ^c`QVOaSa b`O\a^]`bObW]\ $FI% aS`dWQSa' W\bS`dWSe bVS ^S`a]\\SZ `S^]`bW\U bVS
DI; RObO ]\ bVS O[]c\b ]T FI(US\S`ObSR TO`S `SdS\cSa) IVS FI TO`S `SdS\cSa aV]cZR S_cOZ bVS
O[]c\b `S^]`bSR ]\ bVS 9]\b`OQbcOZ GSZObW]\aVW^ T]`[ $8(.+%)

JQ MS]QQP _TQ RM]Q ]QaQY`Q RZ] _TQ aMY[ZZW MYP XZ_Z] N`^ DG bU_TZ`_ QcOQ[_UZY(

e) @T bVS b`O\aWb OUS\Qg#a `S^]`b Q]\bOW\a RObO T]` FI aS`dWQSa O\R Oaac`O\QSa ]T bVS RObO T]` bV]aS
aS`dWQSa Wa \]b W\QZcRSR' ]PbOW\ O Q]^g ]T bVS @\RS^S\RS\b 7cRWb]` HbObS[S\b T]` =SRS`OZ =c\RW\U
7ZZ]QObW]\ $@7H(==7% RObO ]T bVS FI aS`dWQS) 7bbOQV O Q]^g ]T bVS abObS[S\b b] bVS `S^]`b) D]bS Oa O\
SfQS^bW]\ WT bVS b`O\aWb OUS\Qg R]Sa \]b VOdS O\ @\RS^S\RS\b 7cRWb]` HbObS[S\b T]` bVS FI RObO)

JQ UY\`U]QP _Z XMYMSQXQY_ MYP YZ_QP _TM_ _TQ ]Q[Z]_ PZQ^ UYOW`PQ DG R]ZX []UaM_Q Z[Q]M_Z]^&
N`_ _TM_ MY ?YPQ[QYPQY_ 6`PU_Z] F_M_QXQY_ U^ YZ_ ]Q\`U]QP ^UYOQ _TQ 6`_TZ]U_d U^ M [`NWUO
_]MY^[Z]_M_UZY []ZaUPQ] MYP _TQ DG Qc[QYPU_`]Q^ M]Q UYOW`PQP ZY _TQ 7'-* RZ]X ZR _TQ BG9(

f) @T bVS b`O\aWb OUS\Qg ^c`QVOaSa b`O\a^]`bObW]\ aS`dWQSa' ]PbOW\ O Q]^g ]T bVS FI Q]\b`OQb O\R
RSbS`[W\S bVOb bVS Q]\b`OQb a^SQWTWSa bVS ^cPZWQ b`O\a^]`bObW]\ aS`dWQSa b] PS ^`]dWRSR6 bVS []\SbO`g
Q]\aWRS`ObW]\ ]PZWUObSR Pg bVS b`O\aWb OUS\Qg ]` U]dS`\[S\bOZ c\Wb Q]\b`OQbW\U T]` bVS aS`dWQS6 bVS
^S`W]R Q]dS`SR Pg bVS Q]\b`OQb $O\R bVOb bVWa ^S`W]R ]dS`ZO^a bVS S\bW`S' ]` O ^]`bW]\ ]T' bVS ^S`W]R
Q]dS`SR Pg bVS b`O\aWb OUS\Qgka DI; `S^]`b%6 O\R Wa aWU\SR Pg `S^`SaS\bObWdSa ]T P]bV ^O`bWSa b] bVS
Q]\b`OQb) @\bS`dWSe bVS ^S`a]\ `Sa^]\aWPZS T]` `SbS\bW]\ ]T bVS SfSQcbSR Q]\b`OQb' O\R RSbS`[W\S bVOb
Q]^WSa ]T bVS Q]\b`OQba O`S `SbOW\SR T]` bV`SS gSO`a)

JQ ZN_MUYQP M OZ[d ZR _TQ DG OZY_]MO_ RZ] QMOT []ZaUPQ] MYP YZ_QP _TM_ _TQ OZY_]MO_ UYOW`PQP
M PQ^O]U[_UZY ZR _TQ ^Q]aUOQ^ _Z NQ []ZaUPQP& _TQ XZYQ_M]d OZY^UPQ]M_UZY ZNWUSM_QP Nd _TQ
6`_TZ]U_d RZ] _TQ ^Q]aUOQ MYP _TQ [Q]UZP OZaQ]QP Nd _TQ OZY_]MO_ MYP _TM_ _TU^ [Q]UZP U^ _TQ
^MXQ M^& Z] M [Z]_UZY ZR& _TQ [Q]UZP OZaQ]QP Nd _TQ 6`_TZ]U_df^ BG9 ]Q[Z]_5 MYP U^ ^USYQP Nd
]Q[]Q^QY_M_UaQ^ ZR NZ_T [M]_UQ^ _Z _TQ OZY_]MO_( AMYMSQXQY_ ^_M_QP _TM_ OZ[UQ^ ZR _TQ
QcQO`_QP OZY_]MO_^ M]Q ]Q_MUYQP RZ] _TQ WM^_ _T]QQ dQM]^& M^ M[[WUOMNWQ(
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4)

g) @T bVS b`O\aWb OUS\Qg ^`]dWRSa aS`dWQS W\ []`S bVO\ ]\S JN7' ]` PSbeSS\ O\ JN7 O\R O \]\(JN7'
W\_cW`S ]T bVS ^`]QSRc`Sa T]` OZZ]QObW]\ ]T abObWabWQa PSbeSS\ JN7a O\R \]\(JN7a) EPbOW\ O\R `SdWSe
bVS => aSU[S\b e]`YaVSSba' `]cbS [O^a' O\R c`PO\WhSR O`SO P]c\RO`WSa caSR T]` OZZ]QObW\U bVS
abObWabWQa' O\R RSbS`[W\S bVOb bVS abObSR ^`]QSRc`S Wa T]ZZ]eSR O\R bVOb bVS Q][^cbObW]\a O`S Q]``SQb)

DQ] XMYMSQXQY_& _TQ 6`_TZ]U_d []ZaUPQ^ XZ^_ ZR _TQU] ^Q]aUOQ^ UY ZYQ HL6 MYP _TQ]QRZ]Q U_ U^
MWW MWWZOM_QP _Z _TM_ ZYQ HL6( 6PPU_UZYMWWd& MWW ZR _TQ ^Q]aUOQ^ []ZaUPQP M]Q UY `]NMYUeQP M]QM^
MYP MWWZOM_UZY^ _Z YZY'`]NMYUeQP M]QM^ M]Q YZ_ ]Q\`U]QP& _TQ]QRZ]Q _TQ []ZOQP`]Q U^ YZ_
M[[WUOMNWQ(

h) 9][^O`S bVS RObO `S^]`bSR ]\ bVS =SRS`OZ =c\RW\U 7ZZ]QObW]\ HbObWabWQa =]`[ b] RObO T`][ bVS ^`W]`
`S^]`b gSO` O\R QOZQcZObS bVS ^S`QS\bOUS QVO\US T`][ bVS ^`W]` gSO` b] bVS Qc``S\b gSO`) =]` OQbcOZ
KGC' FCI ]` E< RObO bVOb VOdS W\Q`SOaSR ]` RSQ`SOaSR Pg []`S bVO\ ,+"' ]` => ;GC RObO bVOb
VOdS W\Q`SOaSR ]` RSQ`SOaSR) @\bS`dWSe b`O\aWb OUS\Qg [O\OUS[S\b `SUO`RW\U bVS a^SQWTWQa ]T
]^S`ObW]\a bVOb ZSR b] bVS W\Q`SOaSa ]` RSQ`SOaSa W\ bVS RObO `SZObWdS b] bVS ^`W]` `S^]`bW\U ^S`W]R)

JQ OZX[M]QP MYP MS]QQP _TQ PM_M ]Q[Z]_QP ZY _TQ <QPQ]MW <`YPUYS 6WWZOM_UZY F_M_U^_UO^ RZ]X
$<Z]X <<6'+*% _Z OZX[M]MNWQ PM_M RZ] _TQ []UZ] ]Q[Z]_ dQM] MYP OMWO`WM_QP _TQ [Q]OQY_MSQ
OTMYSQ R]ZX _TQ []UZ] dQM] _Z _TQ O`]]QY_ dQM]( <Z] MYd O`]]QY_ dQM] PM_M _TM_ UYO]QM^QP Z]
PQO]QM^QP Nd XZ]Q _TMY +*#& bQ UY\`U]QP _Z _TQ 6`_TZ]U_d MYP PZO`XQY_QP _TQ Qc[WMYM_UZY^
RZ] _TQ aM]UMYOQ^(

OO) IVS OcRWb]` aV]cZR R]Qc[S\b bVS a^SQWTWQ ^`]QSRc`Sa T]ZZ]eSR' R]Qc[S\ba `SdWSeSR' O\R bSaba
^S`T]`[SR W\ bVS e]`Y ^O^S`a) IVS e]`Y ^O^S`a aV]cZR PS OdOWZOPZS T]` =I7 `SdWSe T]` O [W\W[c[ ]T
bV`SS gSO`a T]ZZ]eW\U bVS DI; `S^]`b gSO`) IVS OcRWb]` [Og ^S`T]`[ ORRWbW]\OZ ^`]QSRc`Sa' eVWQV O`S
OU`SSR b] Pg bVS OcRWb]` O\R bVS b`O\aWb OUS\Qg' WT RSaW`SR) IVS OcRWb]` aV]cZR QZSO`Zg WRS\bWTg bVS
ORRWbW]\OZ ^`]QSRc`Sa ^S`T]`[SR W\ O aS^O`ObS ObbOQV[S\b b] bVS abObS[S\b Oa ^`]QSRc`Sa bVOb eS`S
OU`SSR b] Pg bVS b`O\aWb OUS\Qg O\R bVS OcRWb]` Pcb \]b Pg bVS =I7)

F_Q[ [Q]RZ]XQP bU_TZ`_ QcOQ[_UZY(
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?P UIF 2PBSE PG 4JSFDUPST
3SFOTIBX =SPKFDU 3PSQPSBUJPO
9PT 1OHFMFT% 3BMJGPSOJB

1<EDGI DC I?< (@C7C9@7A 2I7I<B<CIH

AF IBWF BVEJUFE UIF BDDPNQBOZJOH GJOBODJBM TUBUFNFOUT PG UIF 3SFOTIBX =SPKFDU 3PSQPSBUJPO #3=3$% B
DPNQPOFOU VOJU PG UIF 9PT 1OHFMFT 3PVOUZ ;FUSPQPMJUBO ?SBOTQPSUBUJPO 1VUIPSJUZ% BT PG BOE GPS UIF ZFBS
FOEFE 8VOF +(% *()/ BOE UIF SFMBUFE OPUFT UP UIF GJOBODJBM TUBUFNFOUT% XIJDI DPMMFDUJWFMZ DPNQSJTF UIF
3=3[T CBTJD GJOBODJBM TUBUFNFOUT BT MJTUFE JO UIF UBCMF PG DPOUFOUT'

Management’s Responsibility for the Financial Statements

;BOBHFNFOU JT SFTQPOTJCMF GPS UIF QSFQBSBUJPO BOE GBJS QSFTFOUBUJPO PG UIFTF GJOBODJBM TUBUFNFOUT JO
BDDPSEBODF XJUI BDDPVOUJOH QSJODJQMFT HFOFSBMMZ BDDFQUFE JO UIF @OJUFE >UBUFT PG 1NFSJDB0 UIJT JODMVEFT UIF
EFTJHO% JNQMFNFOUBUJPO% BOE NBJOUFOBODF PG JOUFSOBM DPOUSPM SFMFWBOU UP UIF QSFQBSBUJPO BOE GBJS
QSFTFOUBUJPO PG GJOBODJBM TUBUFNFOUT UIBU BSF GSFF GSPN NBUFSJBM NJTTUBUFNFOU% XIFUIFS EVF UP GSBVE PS FSSPS'

Auditor’s Responsibility

<VS SFTQPOTJCJMJUZ JT UP FYQSFTT BO PQJOJPO PO UIFTF GJOBODJBM TUBUFNFOUT CBTFE PO PVS BVEJU' AF DPOEVDUFE
PVS BVEJU JO BDDPSEBODF XJUI BVEJUJOH TUBOEBSET HFOFSBMMZ BDDFQUFE JO UIF @OJUFE >UBUFT PG 1NFSJDB BOE UIF
TUBOEBSET BQQMJDBCMF UP GJOBODJBM BVEJUT DPOUBJOFE JO Government Auditing Standards% JTTVFE CZ UIF
3PNQUSPMMFS 5FOFSBM PG UIF @OJUFE >UBUFT' ?IPTF TUBOEBSET SFRVJSF UIBU XF QMBO BOE QFSGPSN UIF BVEJU UP
PCUBJO SFBTPOBCMF BTTVSBODF BCPVU XIFUIFS UIF GJOBODJBM TUBUFNFOUT BSF GSFF GSPN NBUFSJBM NJTTUBUFNFOU'

1O BVEJU JOWPMWFT QFSGPSNJOH QSPDFEVSFT UP PCUBJO BVEJU FWJEFODF BCPVU UIF BNPVOUT BOE EJTDMPTVSFT JO UIF
GJOBODJBM TUBUFNFOUT' ?IF QSPDFEVSFT TFMFDUFE EFQFOE PO UIF BVEJUPS[T KVEHNFOU% JODMVEJOH UIF BTTFTTNFOU
PG UIF SJTLT PG NBUFSJBM NJTTUBUFNFOU PG UIF GJOBODJBM TUBUFNFOUT% XIFUIFS EVF UP GSBVE PS FSSPS' 7O NBLJOH
UIPTF SJTL BTTFTTNFOUT% UIF BVEJUPS DPOTJEFST JOUFSOBM DPOUSPM SFMFWBOU UP UIF FOUJUZ[T QSFQBSBUJPO BOE GBJS
QSFTFOUBUJPO PG UIF GJOBODJBM TUBUFNFOUT JO PSEFS UP EFTJHO BVEJU QSPDFEVSFT UIBU BSF BQQSPQSJBUF JO UIF
DJSDVNTUBODFT% CVU OPU GPS UIF QVSQPTF PG FYQSFTTJOH BO PQJOJPO PO UIF FGGFDUJWFOFTT PG UIF FOUJUZ[T JOUFSOBM
DPOUSPM' 1DDPSEJOHMZ% XF FYQSFTT OP TVDI PQJOJPO' 1O BVEJU BMTP JODMVEFT FWBMVBUJOH UIF BQQSPQSJBUFOFTT PG
BDDPVOUJOH QPMJDJFT VTFE BOE UIF SFBTPOBCMFOFTT PG TJHOJGJDBOU BDDPVOUJOH FTUJNBUFT NBEF CZ
NBOBHFNFOU% BT XFMM BT FWBMVBUJOH UIF PWFSBMM QSFTFOUBUJPO PG UIF GJOBODJBM TUBUFNFOUT'

AF CFMJFWF UIBU UIF BVEJU FWJEFODF XF IBWF PCUBJOFE JT TVGGJDJFOU BOE BQQSPQSJBUF UP QSPWJEF B CBTJT GPS PVS
BVEJU PQJOJPO'

Opinion

7O PVS PQJOJPO% UIF GJOBODJBM TUBUFNFOUT SFGFSSFE UP BCPWF QSFTFOU GBJSMZ% JO BMM NBUFSJBM SFTQFDUT% UIF GJOBODJBM
QPTJUJPO PG UIF 3=3% BT PG 8VOF +(% *()/% BOE UIF DIBOHFT JO JUT GJOBODJBM QPTJUJPO BOE JUT DBTI GMPXT UIFSFPG
GPS UIF ZFBS UIFO FOEFE JO BDDPSEBODF XJUI BDDPVOUJOH QSJODJQMFT HFOFSBMMZ BDDFQUFE JO UIF @OJUFE >UBUFT
PG 1NFSJDB'



$

Other Matter

Required Supplementary Information

1DDPVOUJOH QSJODJQMFT HFOFSBMMZ BDDFQUFE JO UIF @OJUFE >UBUFT PG 1NFSJDB SFRVJSF UIBU UIF NBOBHFNFOU[T
EJTDVTTJPO BOE BOBMZTJT PO QBHFT - BOE . CF QSFTFOUFE UP TVQQMFNFOU UIF CBTJD GJOBODJBM TUBUFNFOUT' >VDI
JOGPSNBUJPO% BMUIPVHI OPU B QBSU PG UIF CBTJD GJOBODJBM TUBUFNFOUT% JT SFRVJSFE CZ 5PWFSONFOUBM 1DDPVOUJOH
>UBOEBSET 2PBSE XIP DPOTJEFST JU UP CF BO FTTFOUJBM QBSU PG GJOBODJBM SFQPSUJOH GPS QMBDJOH UIF CBTJD GJOBODJBM
TUBUFNFOUT JO BO BQQSPQSJBUF PQFSBUJPOBM% FDPOPNJD% PS IJTUPSJDBM DPOUFYU' AF IBWF BQQMJFE DFSUBJO MJNJUFE
QSPDFEVSFT UP UIF SFRVJSFE TVQQMFNFOUBSZ JOGPSNBUJPO JO BDDPSEBODF XJUI BVEJUJOH TUBOEBSET HFOFSBMMZ
BDDFQUFE JO UIF @OJUFE >UBUFT PG 1NFSJDB% XIJDI DPOTJTUFE PG JORVJSJFT PG NBOBHFNFOU BCPVU UIF NFUIPET
PG QSFQBSJOH UIF JOGPSNBUJPO BOE DPNQBSJOH UIF JOGPSNBUJPO GPS DPOTJTUFODZ XJUI NBOBHFNFOU[T SFTQPOTFT
UP PVS JORVJSJFT% UIF CBTJD GJOBODJBM TUBUFNFOUT% BOE PUIFS LOPXMFEHF XF PCUBJOFE EVSJOH PVS BVEJU PG UIF
CBTJD GJOBODJBM TUBUFNFOUT' AF EP OPU FYQSFTT BO PQJOJPO PS QSPWJEF BOZ BTTVSBODF PO UIF JOGPSNBUJPO
CFDBVTF UIF MJNJUFE QSPDFEVSFT EP OPU QSPWJEF VT XJUI TVGGJDJFOU FWJEFODF UP FYQSFTT BO PQJOJPO PS QSPWJEF
BOZ BTTVSBODF'

/I?<G 1<EDGI@C> 1<FJ@G<; 8M Government Auditing Standards

7O BDDPSEBODF XJUI Government Auditing Standards, XF IBWF BMTP JTTVFE PVS SFQPSU EBUFE <DUPCFS ,% *()/
PO PVS DPOTJEFSBUJPO PG UIF 3=3[T JOUFSOBM DPOUSPM PWFS GJOBODJBM SFQPSUJOH BOE PO PVS UFTUT PG JUT DPNQMJBODF
XJUI DFSUBJO QSPWJTJPOT PG MBXT% SFHVMBUJPOT% DPOUSBDUT% BOE HSBOU BHSFFNFOUT BOE PUIFS NBUUFST' ?IF
QVSQPTF PG UIBU SFQPSU JT UP EFTDSJCF UIF TDPQF PG PVS UFTUJOH PG JOUFSOBM DPOUSPM PWFS GJOBODJBM SFQPSUJOH BOE
DPNQMJBODF BOE UIF SFTVMUT PG UIBU UFTUJOH% BOE OPU UP QSPWJEF BO PQJOJPO PO JOUFSOBM DPOUSPM PWFS GJOBODJBM
SFQPSUJOH PS PO DPNQMJBODF' ?IBU SFQPSU JT BO JOUFHSBM QBSU PG BO BVEJU QFSGPSNFE JO BDDPSEBODF XJUI
Government Auditing Standards JO DPOTJEFSJOH UIF 3=3[T JOUFSOBM DPOUSPM PWFS GJOBODJBM SFQPSUJOH BOE
DPNQMJBODF'

3SPXF 6PSXBUI 99=

9PT 1OHFMFT% 3BMJGPSOJB
<DUPCFS ,% *()/
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3SFOTIBX =SPKFDU 3PSQPSBUJPO
9PT 1OHFMFT% 3BMJGPSOJB

AF IBWF BVEJUFE% JO BDDPSEBODF XJUI UIF BVEJUJOH TUBOEBSET HFOFSBMMZ BDDFQUFE JO UIF @OJUFE >UBUFT PG
1NFSJDB BOE UIF TUBOEBSET BQQMJDBCMF UP GJOBODJBM BVEJUT DPOUBJOFE JO Government Auditing Standards
JTTVFE CZ UIF 3PNQUSPMMFS 5FOFSBM PG UIF @OJUFE >UBUFT% UIF GJOBODJBM TUBUFNFOUT PG UIF CVTJOFTT&UZQF
BDUJWJUJFT PG UIF 3SFOTIBX =SPKFDU 3PSQPSBUJPO #3=3$ BT PG BOE GPS UIF ZFBS FOEFE 8VOF +(% *()/% BOE UIF
SFMBUFE OPUFT UP UIF GJOBODJBM TUBUFNFOUT% XIJDI DPMMFDUJWFMZ DPNQSJTF UIF 3=3[T CBTJD GJOBODJBM TUBUFNFOUT%
BOE IBWF JTTVFE PVS SFQPSU UIFSFPO EBUFE <DUPCFS ,% *()/'

+CI<GC7A %DCIGDA /K<G (@C7C9@7A 1<EDGI@C>

7O QMBOOJOH BOE QFSGPSNJOH PVS BVEJU PG UIF GJOBODJBM TUBUFNFOUT% XF DPOTJEFSFE UIF 3=3"T JOUFSOBM DPOUSPM
PWFS GJOBODJBM SFQPSUJOH #JOUFSOBM DPOUSPM$ UP EFUFSNJOF UIF BVEJU QSPDFEVSFT UIBU BSF BQQSPQSJBUF JO UIF
DJSDVNTUBODFT GPS UIF QVSQPTF PG FYQSFTTJOH PVS PQJOJPOT PO UIF GJOBODJBM TUBUFNFOUT% CVU OPU GPS UIF
QVSQPTF PG FYQSFTTJOH BO PQJOJPO PO UIF FGGFDUJWFOFTT PG UIF 3=3[T JOUFSOBM DPOUSPM' 1DDPSEJOHMZ% XF EP OPU
FYQSFTT BO PQJOJPO PO UIF FGGFDUJWFOFTT PG UIF 3=3[T JOUFSOBM DPOUSPM'

1 deficiency in internal control FYJTUT XIFO UIF EFTJHO PS PQFSBUJPO PG B DPOUSPM EPFT OPU BMMPX NBOBHFNFOU
PS FNQMPZFFT% JO UIF OPSNBM DPVSTF PG QFSGPSNJOH UIFJS BTTJHOFE GVODUJPOT% UP QSFWFOU% PS EFUFDU BOE DPSSFDU%
NJTTUBUFNFOUT PO B UJNFMZ CBTJT' 1 material weakness JT B EFGJDJFODZ% PS B DPNCJOBUJPO PG EFGJDJFODJFT% JO
JOUFSOBM DPOUSPM% TVDI UIBU UIFSF JT B SFBTPOBCMF QPTTJCJMJUZ UIBU B NBUFSJBM NJTTUBUFNFOU PG UIF FOUJUZ[T
GJOBODJBM TUBUFNFOUT XJMM OPU CF QSFWFOUFE% PS EFUFDUFE BOE DPSSFDUFE PO B UJNFMZ CBTJT' 1 significant
deficiency JT B EFGJDJFODZ% PS B DPNCJOBUJPO PG EFGJDJFODJFT% JO JOUFSOBM DPOUSPM UIBU JT MFTT TFWFSF UIBO B
NBUFSJBM XFBLOFTT% ZFU JNQPSUBOU FOPVHI UP NFSJU BUUFOUJPO CZ UIPTF DIBSHFE XJUI HPWFSOBODF'

<VS DPOTJEFSBUJPO PG JOUFSOBM DPOUSPM XBT GPS UIF MJNJUFE QVSQPTF EFTDSJCFE JO UIF GJSTU QBSBHSBQI PG UIJT
TFDUJPO BOE XBT OPU EFTJHOFE UP JEFOUJGZ BMM EFGJDJFODJFT JO JOUFSOBM DPOUSPM UIBU NJHIU CF NBUFSJBM
XFBLOFTTFT PS TJHOJGJDBOU EFGJDJFODJFT' 5JWFO UIFTF MJNJUBUJPOT% EVSJOH PVS BVEJU XF EJE OPU JEFOUJGZ BOZ
EFGJDJFODJFT JO JOUFSOBM DPOUSPM UIBU XF DPOTJEFS UP CF NBUFSJBM XFBLOFTTFT' 6PXFWFS% NBUFSJBM XFBLOFTTFT
NBZ FYJTU UIBU IBWF OPU CFFO JEFOUJGJFE'
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1T QBSU PG PCUBJOJOH SFBTPOBCMF BTTVSBODF BCPVU XIFUIFS UIF 3=3"T GJOBODJBM TUBUFNFOUT BSF GSFF PG
NBUFSJBM NJTTUBUFNFOU% XF QFSGPSNFE UFTUT PG JUT DPNQMJBODF XJUI DFSUBJO QSPWJTJPOT PG MBXT% SFHVMBUJPOT%
DPOUSBDUT% BOE HSBOU BHSFFNFOUT% OPODPNQMJBODF XJUI XIJDI DPVME IBWF B EJSFDU BOE NBUFSJBM FGGFDU PO UIF
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1 

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 Service Authority for Freeway Emergencies 
(SAFE), a component unit of the Los Angeles County Metropolitan Transportation Authority (LACMTA), as 
of and for the years ended June 30, 2017 and 2016, 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 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 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 opinion. 
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Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of SAFE as of June 30, 2017 and 2016, and the changes in financial position thereof for the years 
then ended in accordance with accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information as listed in the table of contents, be 
presented to supplement the basic financial statements. Such 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. 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. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 1, 
2017 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 Horwath LLP 

Los Angeles, California 
December 1, 2017 
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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 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, 2017, and 
the related notes to the financial statements, which collectively comprise SAFE’s basic financial statements, 
and have issued our report thereon dated December 1, 2017.  

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 Horwath LLP 

Los Angeles, California 
December 1, 2017 
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The	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,	 2017	 and	 2016.	 Management	 encourages	 readers	 to	 consider	 information	 presented	 here	 in	
conjunction	with	the	financial	statements	(beginning	on	page	8).	The	basic	financial	statements,	the	notes	to	the	
basic	financial	statements,	and	this	discussion	and	analysis	were	prepared	by	management	and	are	the	
responsibility	of	management.	

All	dollar	amounts	are	expressed	in	thousands	unless	otherwise	indicated. 

Financial	Highlights	

 SAFE’s	net	position	decreased	by	$3,580	or	15.95%	compared	to	fiscal	year	2016	mainly	due	to	higher
expenditures	incurred	for	the	operation	of	the	call	box	system	and	the	continued	development	of
the	Southern	California	511.	The	favorable	variance	of	$771	in	actual	receipts	of	vehicle	registration
fees	over	budgeted	amount	was	mainly	due	to	an	increase	in	vehicle	registrations	by	the	California
Department	 of	 Motor	 Vehicles	 from	 the	 previous	 year.	 The	 favorable	 variance	 of	 $1,940	 in	
administration	and	other	expenditures	under	budgeted	amount	was	mainly	due	to	lower	operating
subsidy	to	LACMTA	for	its	freeway	service	project.

 Revenues	are	comprised	of	vehicle	registration	fees	and	investment	earnings.	Investments	earnings	
in	fiscal	year	2017	decreased	by	$283	or	66.75%	compared	to	fiscal	year	2016	mainly	due	to	lower
cash	balance	available	for	participation	in	the	LACMTA	pooled	investments.

 Expenditures	increased	by	$1,395	or	13.16%	compared	to	fiscal	year	2016.	The	increase	in	expenditures	
was	mainly	due	to	higher	expenditures	incurred	for	professional	and	technical	services	and	advertising
for	the	operation	of	the	call	box	system	and	the	Southern	California	511.

Overview	of	Financial	Statements	

This	management’s	discussion	and	analysis	serves	as	an	introduction	to	SAFE’s	basic	financial	statements.	
SAFE’s	 basic	 financial	 statements	 are	 comprised	 of	 three	 components:	 (1)	 the	 government‐wide	 financial	
statements;	(2)	the	fund	financial	statements,	and	(3)	the	notes	to	the	basic	financial	statements.	This	report	
also	contains	required	supplementary	information	in	addition	to	the	basic	financial	statements.	

Government‐wide	financial	statements	provide	a	broad	overview	of	SAFE’s	finances	in	a	manner	similar	to	
private	sector	entities.	The	government‐wide	financial	statements	consist	of:	(1)	the	statements	of	net	position,	
which	present	information	on	all	of	SAFE’s	assets	and	liabilities	with	the	difference	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	 fund	 financial	 statements	 consist	 of:	 (1)	 the	 balance	 sheets,	 which	 present	 SAFE’s	 assets	 and		
liabilities,	with	 the	 difference	 being	 reported	 as	 fund	 balance;	 and	 (2)	 the	 statements	of	revenues,	
expenditures,	and	changes	in	fund	balance.	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	government‐wide	
and	fund	financial	statements	in	order	to	provide	a	full	understanding	of	SAFE’s	finances.	
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Analytical	Overview	

The	table	below	shows	the	condensed	schedule	of	net	position	as	of	June	30,	2017,	2016,	and	2015:	

Governmental	Activities	
Schedule	of	Net	Position	

2017	 2016	 2015	

Total	assets	 $	 	19,764	 $	 23,387	 $	 25,678	

Total	liabilities	 890	 933	 1,119	

Total	net	position	 $	 	18,874	 $	 22,454	 $	 24,559	

Total	assets	decreased	by	$3,623	or	15.49%	in	fiscal	year	2017	and	by	$2,291	or	8.92%	in	fiscal	year	2016.	
This	was	due	mainly	to	increases	in	expenditures	incurred	for	its	congestion	relief	operations	and	other	
programs.	

Total	liabilities	decreased	by	$43	or	4.61%	in	fiscal	year	2017	and	by	$186	or	16.62%	in	fiscal	year	2016	
mainly	due	to	lower	accrued	liabilities	in	program	expenses.		

The	following	table	is	a	condensed	schedule	of	activities	for	the	fiscal	years	ended	June	30,	2017,	2016,	and	
2015:	

Program	expenses,	net	of	revenues:	

Governmental	Activities	
Summary	Schedule	of	Activities	

2017 2016 2015

Congestion	relief	operations	 $		 			10,492	 $	 8,310	 $		 	8,205	
Subsidies	to	LACMTA	 1,500	 2,287	 4,956	
Total	program	expenses	 11,992 10,597 13,161

General	revenues:	
License	fees	 8,271 8,068 7,834
Investment	income	 141	 424	 163	
Total	general	revenues	 8,412	 8,492	 7,997	

Change	in	net	position	 		$		 			(3,580)	 	$						(2,105)	 		$				(5,164)	 
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Factors	Impacting	Future	Periods	

SAFE	anticipates	continuing	the	operation	and	management	of	the	call	box	system	(fixed	and	mobile)	and	
Southern	California	511.		SAFE	completed	an	additional	phase	of	the	fixed	call	box	system	restructuring	as	
well	as	the	transition	from	2G	to	3G	wireless	capabilities	during	FY17.		The	cost	to	continue	operating	the	
fixed	call	box	system	will	decrease	in	FY18	with	further	reviews	to	be	conducted	for	its	continued	operation.	
The	use	of	the	mobile	call	box	service	is	projected	to	increase	slightly	but	the	costs	should	be	relatively	stable	
as	the	new	contract	for	call	answering	services	was	recently	awarded.		The	operational	costs	associated	with	
Southern	California	511	will	also	decrease	 in	FY18	due	to	 the	 transition	to	a	new	system.		The	SoCal	511	
operational	costs	are	projected	to	remain	relatively	stable	with	any	increases	occurring	as	a	result	of	new	
service/functionality	 development	 and	 implementation.		 Finally,	 there	may	 be	 a	 reduction	 to	 the	 annual	
allocation	in	support	of	Metro	Freeway	Service	Patrol	due	to	the	potential	of	obtaining	additional	new	funds	
from	 the	 State.		 SAFE	will	monitor	 this	 situation	 and	will	 reduce	 its	 annual	 allocation	 as	warranted	 after	
discussions	with	LACMTA.		Overall,	it	is	anticipated	that	in	the	near	term,	the	future	costs	will	be	relatively	
stable.	

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	90012‐2952.	
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Assets:	

Governmental	Activities

2017	 2016	

Cash	and	cash	equivalents	 $	 8,029	 $	 9,221
Investments	 11,643	 13,286
Intergovernmental	receivable	 —	 791
Interest	receivable	 92	 89

Total	assets	 19,764	 23,387

Liabilities:	
Accounts	payable	and	accrued	expenses	 890	 933

Net	position:	
Restricted	 18,874	 22,454

Total	net	position	 $	 18,874	 $	 22,454

See	accompanying	notes	to	the	basic	financial	statements.	
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Governmental	Activities	
2017	 2016	

Program	expenses,	net	of	revenues:	
Transit	operations:	
Congestion	relief	operations	 $	 10,492	 $	 8,310
Subsidies	to	LACMTA	 1,500	 2,287

Total	program	expenses	 11,992 10,597

General	revenues:	
License	fees	 8,271 8,068
Investment	income	 141	 424

Total	general	revenues	 8,412	 8,492
Change	in	net	position	 (3,580) (2,105)
Net	position	–	beginning	of	year	 22,454	 24,559
Net	position	–	end	of	year	 $	 18,874	 $	 22,454 

See	accompanying	notes	to	the	basic	financial	statements.	
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Assets:	

Special	Revenue	Fund	
2017 2016

Cash	and	cash	equivalents	 $	 8,029	 $	 9,221	
Investments	 11,643	 13,286	
Intergovernmental	receivable	 —	 791	
Interest	receivable	 92	 89	

Total	assets	 19,764	 23,387	

Liabilities:	
Accounts	payable	 890	 933	

Fund	balance:	
Restricted	 18,874	 22,454	

Total	liabilities	and	fund	balance	 $	 19,764	 $	 23,387	

See	accompanying	notes	to	the	basic	financial	statements.	
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Revenues:	

Special	Revenue	Fund	
2017	 2016	

License	fees	 $ 		8,271	 $	 8,068
Investment	income	 141	 424	

Total	revenues	 8,412	 8,492

Expenditures:	
Administration	and	other	transportation	projects	 10,492	 8,310	
Subsidies	to	LACMTA	 1,500	 2,287	

Total	expenditures	 11,992	 10,597	

Net	change	in	fund	balance	 (3,580)	 (2,105)	
Fund	balance	‐	beginning	of	year	 22,454	 24,559	
Fund	balance	‐	end	of	year	 $	 	18,874	 $	 22,454	

See	accompanying	notes	to	the	basic	financial	statements.	



SERVICE	AUTHORITY	FOR	FREEWAY	EMERGENCIES		
(A	Component	Unit	of	the		

Los	Angeles	County	Metropolitan	Transportation	Authority)		
Notes	to	the	Basic	Financial	Statements		

June	30,	2017	and	2016	

12	

The	notes	to	the	basic	financial	statements	are	a	summary	of	significant	accounting	policies	and	other	
disclosures	considered	necessary	for	a	clear	understanding	of	the	accompanying	basic	financial	statements.	

Unless	otherwise	indicated,	all	dollar	amounts	are	expressed	in	thousands.	

(1)	Summary	of	Significant	Accounting	Policies	

(a) Reporting	Entity	

The	Service	Authority	for	Freeway	Emergencies	(SAFE)	was	created	in	February	1988	pursuant	
to	 California	 Streets	 and	 Highway	 Code	 Section	 2550	 et.	 seq.,	 and	 is	 responsible	 for	 the	
operation,	maintenance,	and	administration	of	 the	Los	Angeles	County	Kenneth	Hahn	Call	Box	
system.	 Under	 the	 authority	 of	 the	 above	 section,	 the	 Los	 Angeles	 County	Metropolitan	
Transportation	Authority	(LACMTA)	is	the	designated	SAFE	for	Los	Angeles	County.	

As	LACMTA’s	board	is	SAFE’s	board,	SAFE	is	a	component	unit	of	LACMTA	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.	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) Government‐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	government‐wide	statements,	 including	a	
statement	of	net	position,	statement	of	activities,	and	fund	financial	statements,	which	provide	a	
more	detailed	level	of	financial	information.	

The	 government‐wide	 financial	 statements	 report	 information	 on	 all	 of	 the	 non‐fiduciary	
activities	of	SAFE	and	are	reported	using	the	economic	resources	measurement	focus	and	the	
accrual	basis	of	accounting.	

The	 statement	 of	 activities	 demonstrates	 the	 degree	 to	which	 the	 direct	 expenses,	 including	
centralized	expenses	of	 a	 given	 function	or	 segment,	 are	offset	 by	program	 revenues.	Direct	
expenses	are	those	that	are	clearly	identifiable	with	a	specific	function	or	segment.	Licenses	and	
fines	 and	 investment	 earnings	 not	 considered	 program	 revenues	 are	 reported	 as	 general	
revenues.	
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(d) Fund	Accounting	

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

Governmental	 funds	are	used	 to	account	 for	 SAFE’s	activities.	The	governmental	 fund	 financial	
statements	 are	 reported	 using	 the	 current	 financial	 resources	measurement	 focus	 and	 the	
modified	accrual	basis	of	accounting.	Additionally,	 the	SAFE	 fund	 is	considered	a	special	 revenue	
governmental	fund.	Special	revenue	funds	are	used	to	account	for	specific	revenue	sources	that	
are	 legally	restricted	 for	specific	purposes.	Revenues	are	recognized	as	 soon	as	 they	are	both	
measurable	and	available.	Revenues	are	considered	to	be	available	when	they	are	collectible	
within	the	current	period	or	soon	enough	thereafter	to	pay	liabilities	of	the	current	period.	For	
this	purpose,	SAFE	considers	revenues	to	be	available	if	they	are	collected	within	90	days	of	the	
end	of	the	current	fiscal	period.	Expenditures	generally	are	recorded	when	a	liability	is	incurred	
and	a	valid	claim	is	presented.	

(e) Fund	Balance	and	Net	Position	

Restricted	 fund	balance	and	net	position	 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	balance	and	net	position	are	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.	

(f) 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.	The	budget	is	prepared	on	a	generally	accepted	
accounting	principles	(GAAP)	basis.	

(g) Cash	and	Investments	

SAFE	 maintains	 a	 minimum	 balance	 with	 the	 Los	 Angeles	 County	 Treasurer’s	 external	
investment	 pool.	 Balances	 in	 excess	 of	 $50	 are	withdrawn	 and	deposited	 into	 the	 LACMTA	
internal	investment	pool.	
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(h)	Receivables	

Receivables	are	net	of	estimated	allowances	for	uncollectible	accounts	which	are	determined	
based	 on	 past	 experience.	 Receivables	 include	 license	 and	 fine	 revenue	 due	 from	 the	 State	
Department	of	Motor	Vehicles.	As	of	June	30,	2016,	SAFE	had	a	receivable	for	license	fees	of	$791.	
No	receivable	was	necessary	as	of	June	30,	2017.	

(i)	Vehicle	Registration	Fees	

Vehicle	registration	fees	revenue	is	recognized	when	earned	and	is	generated	by	a	$1	(amount	not	in	
thousands)	 per	 each	 car	 registered	 in	 Los	 Angeles	 County,	 which	 is	 collected	 by	 the	 State	
Department	of	Motor	Vehicles.	

(j)	Effects	of	New	GASB	Pronouncements	

There	were	no	new	GASB	Pronouncements	applicable	to	SAFE	for	the	year	ended	June	30,	2017.	

	(2)	Cash	and	Investments	

The	following	is	a	breakdown	of	SAFE’s	cash	and	investments	as	of	June	30,	2017	and	2016.	

	 	 2017	 2016	

LACMTA	investment	pool	 $ 18,953	 $ 21,834	

LA	County	investment	pool 							719 						673	

$ 19,672	 $ 22,507	

SAFE’s	cash	balances	are	pooled	with	other	LACMTA	funds.	The	LACMTA	Board	of	Directors	provides	
regulatory	oversight	for	the	LACMTA	pool.	Each	fund	maintains	an	equity	interest	in	the	pool	and	is	
presented	as	cash	and	 investments	 in	 the	Statement	of	Net	Position.	The	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,	2017	and	2016.	Detailed	information	regarding	the	LACMTA’s	
pooled	cash	and	investments	can	be	found	in	the	LACMTA	Comprehensive	Annual	Financial	Report	
(CAFR).	 A	 copy	 of	 the	 LACMTA’s	 CAFR	 can	 be	 obtained	 by	 submitting	 a	 written	 request	 to	 the	
Accounting	Department,	One	Gateway	Plaza,	Los	Angeles,	CA	90012‐2952.	

SAFE’s	cash	balances	are	also	pooled	with	other	County	funds	and	invested	by	the	Los	Angeles	County	
Treasurer.	These	 funds	are	subject	 to	withdrawal	 from	the	Treasurer’s	pool	upon	demand.	The	
County	Board	of	Supervisors	provides	regulatory	oversight	for	the	Los	Angeles	County	Investment	
Pool	(LACIP).	The	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,	2017	and	2016.	
Detailed	information	regarding	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	
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	obtained	by	submitting	a	written	request	to	the	Los	Angeles	County	Auditor‐Controller,	500	West	
Temple	Street,	Room	525,	Los	Angeles,	CA	90012‐2766.	

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	concentration	of	credit	risk,	custodial	credit	risk,	interest	rate	risk,	and	
foreign	currency	risk	are	discussed	in	the	following	paragraphs:	

(a)					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.	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,	2017,	SAFE	does	not	have	any	investments	with	more	than	5%	of	the	
total	investments	under	one	issuer.	

(b)  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.	

(c)  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	a	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.	

(d)  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,	2017	and	2016,	there	was	no	exposure	to	foreign	
currency	risk	as	all	SAFE	cash	deposits	and	investments	are	denominated	in	U.S.	dollar	currency.	

(3)	Significant	Commitments	

SAFE	 has	 entered	 into	 a	Memorandum	 of	 Understanding	 (MOU)	with	 the	 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	 $603	 and	 $774	 of	 outstanding	 contractual	 commitments	 as	 of	 June	 30,	 2017	 and	 2016,	
respectively	that	had	not	been	claimed	or	disbursed.	
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2017	 2016	

Original	
Budget*	

Final	
Budget*	 Actual	

Variance
with	
Final	
Budget		

Original	
Budget*	

Final	
Budget	*	 Actual	

Variance
with	
Final	
Budget	

Revenues:	
		Licenses	and	fines	 $			7,500 $			7,500 $			8,271	 $								771 $				7,500	 $			7,500	 $							8,068 $						 			568
		Investment	income	 75 75 141	 66 100	 100	 424 324
			Total	revenues	 7,575 7,575 8,412	 837 7,600	 7,600	 8,492 892

Expenditures:	
				Administration	and	other	
							transportation	projects	 12,932 12,932 10,492	 2,440 10,328	 10,328	 8,310 2,018

				Subsidies	to	LACMTA	 1,000 1,000 1,500	 (500) 2,000	 2,000	 2,287 (287)

	Total	expenditures	 13,932 13,932 11,992	 1,940 12,328	 12,328	 10,597 1,731

Net	change	in	fund	balance	 (6,357) (6,357) (3,580)	 2,777 (4,728)	 (4,728)	 (2,105) 2,623

Fund	balance	–	beginning	of	year	 22,454 22,454 22,454	 — 24,559	 24,559	 24,559 —

Fund	balance	–	end	of	year	 $	16,097 $	16,097 $	18,874	 $					2,777 $		19,831	 $	19,831	 $					22,454	 $						 		2,623

*	Budget	prepared	in	accordance	with	GAAP.	

See	accompanying	independent	auditor’s	report.	
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significant deficiency

Other Matter

Government Auditing Standards

Government Auditing Standards



OMB Circular A-133 Compliance Supplement

Management’s Responsibility
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Government Auditing Standards
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Other Matter
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Federal Capital Improvement Grants
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Government Auditing Standards

Government Auditing Standards

deficiency in internal control

material weakness

significant
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Other Matter

Government Auditing Standards

Government Auditing Standards



OMB Compliance Supplement

Management’s Responsibility

Auditor’s Responsibility

Government Auditing Standards
Code of Federal
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Opinion on Each Major Federal Program
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