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CITY OF LONG BEACH

DEPARTMENT OF FINANCIAL MANAGEMENT

333 West Ocean Boulevard 6th Floor • Long Beach, CA 90802 • (562) 570-5400 • Fax (562) 570 -5414

September 18, 2018

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Receive and file the Federal Single Audit, Separately Issued Financial Statement,
and the Auditor's Communication with Those Charged with Governance for the
Fiscal Year Ended September 30,2017. (Citywide)

DISCUSSION

On May 8, 2018, the Financial Management Department submitted to the City Council the
City's Comprehensive Annual Financial Report (CAFR) and other separately issued
financial reports and statements for the fiscal year ended September 30, 2017 (FY 17), as
required by the City Charter.

Additional annual reports that were not available on the above date are attached, including
the Los Cerritos Wetlands Authority annual financial report and the Federal Single Audit
report, to meet distinct legal and financial requirements.

Federal Single Audit

The Federal Single Audit is required by the Federal Office of Management and Budget
(OMB) for municipalities receiving over $500,000 annually in federal funds. The Federal
Single Audit, covering three major programs (Section 8 Housing Choice Vouchers, HOME
Investment Partnership Program, and Continuum of Care) resulted in a single material
weakness in internal controls within the HOME Investment Partnership Program, and a
significant deficiency in internal controls and $2,437 in questioned costs related to the
Section 8 Housing Choice Voucher program. This is a slightly less favorable result than the
previous fiscal year's audit that resulted in no findings or questioned costs.

The material weakness noted above was related to the alteration of copies of loan
agreements for one borrower participating in the Multi-Family Loan Program. The
alterations, which were made several years ago, were discovered and reported by the staff
of Development Services' HOME Program. Staff immediately initiated an investigation into
the alterations. No original loan documents were altered and no loan dollars were
inappropriately used. An external independent review found no additional discrepancies
across the remaining loan population. The department has taken action to mitigate this
weakness through enhanced controls over the security and monitoring of all loan files.
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The Auditor's Communications with Those Charged with Governance

The City's external auditor (KPMG) is required to prepare and submit the Auditor's
Communication with Those Charged with Governance in accordance with Statement of
Auditing Standards 114 (SAS 114). "Those charged with governance" refers to the person
or persons responsible for the strategic direction of the entity and the obligations relative to
the accountability of such entity, including oversight of the financial reporting process.
KPMG is required to communicate with those charged with governance those matters
related to the financial statement audit that are, in KPMG's professional judgment, significant
and relevant to the responsibilities of those charged with governance in overseeing the
financial reporting process.

This matter was reviewed by Deputy City Attorney Amy R. Webber and by Budget
Management Officer Rhutu Amin Gharib on August 30, 2018.

TIMING CONSIDERATIONS

City Council action on this item is not time critical.

FISCAL IMPACT

There is no fiscal or local job impact associated with this recommendation.

SUGGESTED ACTION:

Approve recommendation.
APPROVED:

Respectfully submitted,

TRICK H. WEST
CITY MANAGER

JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT
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ATTACHMENTS:
FY 2017 FEDERAL SINGLE AUDIT
FY 2017 AUDITOR'S COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE
FY 2017 Los CERRITOS WETLANDS AUTHORITY ANNUAL FINANCIAL REPORT
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Independent Auditors’ Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 

The Honorable Mayor and City Council 
City of Long Beach, 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, the 
business-type activities, the discretely presented component unit, each major fund, and the aggregate 
remaining fund information of the City of Long Beach, California (the City), as of and for the year ended 
September 30, 2017, and the related notes to the financial statements, which collectively comprise the City’s 

basic financial statements, and have issued our report thereon dated March 26, 2018. Our report includes a 
reference to other auditors who audited the financial statements of the Long Beach Public Transportation 
Company (the Company), as described in our report on the City’s financial statements. This report does not 

include the results of the other auditors’ testing of internal control over financial reporting or compliance and 

other matters that are reported on separately by those auditors. 

Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the City’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 the City’s internal control. Accordingly, we do not express an opinion on the 

effectiveness of the City’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, and therefore, material weaknesses or significant deficiencies may exist that were not 
identified. Given these limitations, during our audit, we did not identify any deficiencies in internal control that 
we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. We did identify certain deficiencies in internal control, identified as 2017-001 and 2017-002 in the 
accompanying schedule of findings and questioned costs that we consider to be significant deficiencies. 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the City’s financial statements are free from material 

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

Standards. 

The City’s Response to Findings 
The City’s responses to the findings identified in our audit is described in the accompanying schedule of 
findings and questioned costs. The City’s responses were not subjected to the auditing procedures applied in 

the audit of the financial statements, and accordingly, we express no opinion on the responses. 

Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the City’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 City’s internal control and compliance. Accordingly, this communication is not 

suitable for any other purpose. 

 

Irvine, California 
March 26, 2018 
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Independent Auditors’ Report on Compliance for Each Major Federal Program; 
Report on Internal Control Over Compliance; and Report on Schedule of 

Expenditures of Federal Awards Required by the Uniform Guidance 

The Honorable Mayor and City Council 
City of Long Beach, California: 

Report on Compliance for Each Major Federal Program 
We have audited City of Long Beach, California’s (the City’s) compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material effect on 
each of City’s major federal programs for the year ended September 30, 2017. The City’s major federal 
programs are identified in the summary of auditors’ results section of the accompanying schedule of findings 
and questioned costs. 

The City’s financial statements include the operations of the Long Beach Transportation Company, the 
discretely presented component unit, which received $13,268,961 in federal awards, which is not included in 
the schedule of expenditures of federal awards for the year ended September 30, 2017. Our audit, described 
below, did not include the operations of the discretely presented component unit because Long Beach 
Transportation Company engaged other auditors to perform an audit in accordance with the Uniform Guidance. 

Management’s Responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of 
its federal awards applicable to its federal programs. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on compliance for each of City’s major federal programs based on 
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in 
accordance with auditing standards generally accepted in the United States of America; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 

Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a 
test basis, evidence about City’s compliance with those requirements and performing such other procedures as 
we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinions on compliance for each major federal 
program. However, our audit does not provide a legal determination of the City’s compliance. 

Opinion on Each Major Federal Program 

In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to 
above that could have a direct and material effect on each of its major federal programs for the year ended 
September 30, 2017. 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
KPMG International Cooperative (“KPMG International”), a Swiss entity. 
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Other Matters 

The results of our auditing procedures disclosed other instances of noncompliance, which are required to be 
reported in accordance with the Uniform Guidance and which are described in the accompanying schedule of 
findings and questioned costs as items 2017-003 and 2017-004. Our opinion on each major federal program is 
not modified with respect to this matter. 

The City's response to the noncompliance findings identified in our audit is described in the accompanying 
schedule of findings and questioned costs. The City's response was not subjected to the auditing procedures 
applied in the audit of compliance and, accordingly, we express no opinion on the response. 

Report on Internal Control Over Compliance 
Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit 
of compliance, we considered the City’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the auditing procedures 
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each 
major federal program and to test and report on internal control over compliance in accordance with the 
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over 
compliance. 

Our consideration of internal control over compliance was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. However, as discussed below, we identified certain deficiencies in 
internal control over compliance that we consider to be material weaknesses and significant deficiencies. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or 
detected and corrected, on a timely basis. We consider the deficiency in internal control over compliance 
described in the accompanying schedule of findings and questioned costs as item 2017-003 to be material 
weakness. 

A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal program that is less severe 
than a material weakness in internal control over compliance, yet important enough to merit attention by those 
charged with governance. We consider the deficiency in internal control over compliance described in the 
accompanying schedule of findings and questioned costs as item 2017-004 to be a significant deficiency. 

The City's response to the internal control over compliance findings identified in our audit is described in the 
accompanying schedule of findings and questioned costs. The City's response was not subjected to the 
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
response. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance 
We have audited the financial statements of the governmental activities, the business-type activities, the 
discretely presented component unit, each major fund, and the aggregate remaining fund information of the 
City as of and for the year ended September 30, 2017, and the related notes to the financial statements, which 
collectively comprise the City’s basic financial statements. We issued our report thereon dated March 26, 2018, 
which contained unmodified opinions on those financial statements. Our report includes a reference to other 
auditors who audited the financial statements of the Long Beach Public Transportation Company 
(the Company), as described in our report on the City’s financial statements. Our audit was conducted for the 
purpose of forming an opinion on the basic financial statements as a whole. The accompanying schedule of 
expenditures of federal awards is presented for purposes of additional analysis as required by the Uniform 
Guidance and is not a required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records used to 
prepare the basic financial statements. The information has been subjected to the auditing procedures applied 
in the audit of the basic financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
schedule of expenditures of federal awards is fairly stated in all material respects in relation to the basic 
financial statements as a whole. 

 

Irvine, California 
July 2, 2018 



CITY OF LONG BEACH, CALIFORNIA

Schedule of Expenditures of Federal Awards

Year Ended September 30, 2017

Catalog of
federal

domestic Federal grantor/ Federal Passed
assistance pass-through entity disbursements/ through to

Federal grantor/pass-through agency/program title number identifying number expenditures subrecipients

Department of Agriculture Food and Nutrition Service:
Passed through the State of California Department of Health Services:

Special Supplemental Nutrition Program for Women, Infants, and Children 10.557 15-10061 $ 17,659,418  $ —  
Passed through the State of California Department of Education:

Summer Food Service Program for Children 10.559 19-81908V 279,451  —  
Passed through the State of California Department of Health Services:

State Administrative Matching Grants for the Supplemental Nutrition Assistance Program (SNAP) 10.561 13-20015 911,893  163,906  

Total Department of Agriculture Food and Nutrition Service 18,850,762  163,906  

Department of Commerce Economic Development Administration:
Direct:

Economic Adjustment Assistance 11.307 07-49-05046 1,114,971  —  

Total Department of Commerce Economic Development Administration 1,114,971  —  

Department of Defense – Office of Economic Adjustment:
Direct:

Community Economic Adjustment Assistance for Reductions in Defense Industry Employment 12.611 CR1517-15-01 375,456  375,456  
Community Economic Adjustment Assistance for Reductions in Defense Industry Employment 12.611 CR1517-17-03 370,855  —  

Total Department of Defense – Office of Economic Adjustment 746,311  375,456  

Department of Housing and Urban Development:
Direct:

Community Development Block Grant/Entitlement Grants 14.218 B-14-MC-06-0522 1,241,271  —  
Community Development Block Grant/Entitlement Grants 14.218 B-15-MC-06-0522 3,694,937  —  
Community Development Block Grant/Entitlement Grants 14.218 B-16-MC-06-0522 3,968,087  —  

8,904,295  —  

Community Development Block Grant/Entitlement Grants – NSP1 14.218 B-08-MN-06-0511 923,507  —  
Community Development Block Grant/Entitlement Grants – NSP3 14.218 B-11-MN-06-0511 393,757  —  

Total Community Development Block Grant/Entitlement Grants Cluster (14.218) 10,221,559  —  

Emergency Solutions Grant Program 14.231 E-15-MC-06-0522 30,000  —  
Emergency Solutions Grant Program 14.231 E-16-MC-06-0522 467,248  —  

Total Emergency Solutions Grant Program (14.231) 497,248  —  

Direct:
Shelter Plus Care 14.238 CA1132C9D061100 39,913  —  

Department of Housing and Urban Development:
Direct:

Home Investment Partnerships Program 14.239 M-11-MC-06-0518 71,136,172  —  
Home Investment Partnerships Program 14.239 M-12-MC-06-0518 348,933  —  
Home Investment Partnerships Program 14.239 M-13-MC-06-0518 1,782,232  —  
Home Investment Partnerships Program 14.239 M-14-MC-06-0518 1,575,660  —  
Home Investment Partnerships Program 14.239 M-15-MC-06-0518 237,394  —  
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CITY OF LONG BEACH, CALIFORNIA

Schedule of Expenditures of Federal Awards

Year Ended September 30, 2017

Catalog of
federal

domestic Federal grantor/ Federal Passed
assistance pass-through entity disbursements/ through to

Federal grantor/pass-through agency/program title number identifying number expenditures subrecipients

Home Investment Partnerships Program 14.239 M-16-MC-06-0518 $ 1,691,859  $ —  
Home Investment Partnerships Program 14.239 M-17-MC-06-0518 38,781  —  

Total Home Investment Partnerships Program (14.239) 76,811,031  —  

Passed through the City of Los Angeles:
Housing Opportunities for Persons with AIDS (HOPWA) 14.241 98256 683,292  —  

Direct:
ARRA – Neighborhood Stabilization Program – NSP2 14.256 B-09-CN-CA-0045 195,214  —  

Continuum of Care Program – CoC 2014 14.267 CA0000U9D061402 (87,309) —  
Continuum of Care Program 14.267 CA0000U9D061502 5,065,997  3,827,879  
Continuum of Care Program 14.267 CA0000U9D061604 1,760,804  1,329,675  
Continuum of Care Program 14.267 CA0646U9D061508 272,939  —  
Continuum of Care Program 14.267 CA0646U9D061609 93,779  —  
Continuum of Care Program 14.267 CA0647U9D061508 125,850  —  
Continuum of Care Program 14.267 CA0647U9D061609 34,855  —  
Continuum of Care Program 14.267 CA0932U9D061506 59,418  —  
Continuum of Care Program 14.267 CA0932U9D061607 18,718  —  
Continuum of Care Program 14.267 CA1014U9D061501 26,601  —  
Continuum of Care Program 14.267 CA1014U9D061602 8,011  —  
Continuum of Care Program 14.267 CA1132U9D061601 13,513  —  

Total Continuum of Care Program (14.267) 7,393,176  5,157,554  

Section 8 Housing Choice Vouchers – Total Housing Voucher Cluster 14.871 CA068VO 67,210,598  —  

Family Self-Sufficiency Program 14.896 CA068FSH057A015 72,862  —  
Family Self-Sufficiency Program 14.896 CA068FSH072A016 212,957  —  

Total Family Self-Sufficiency Program (14.896) 285,819  —  

Lead-based Paint Hazard Control in Privately Owned Housing 14.900 CALHB0591-15 1,298,264  —  

Total Department of Housing and Urban Development 164,636,114  5,157,554  

Research and Development Cluster:
Department of the Interior – Bureau of Reclamation:

Direct:
Water Desalination Research and Development Program 15.506 R15AC00086 42,549  —  

Total Department of the Interior Bureau of Reclamation 42,549  —  

Total Research and Development Cluster 42,549  —  

Department of the Interior – National Park Service:
Passed through the State of California Department of Parks and Recreation:

Land and Water Conservation Fund 15.916 06-1782 219,778  —  

Total Department of the Interior – National Park Service 219,778  —  
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CITY OF LONG BEACH, CALIFORNIA

Schedule of Expenditures of Federal Awards

Year Ended September 30, 2017

Catalog of
federal

domestic Federal grantor/ Federal Passed
assistance pass-through entity disbursements/ through to

Federal grantor/pass-through agency/program title number identifying number expenditures subrecipients

Department of Justice:
Direct:

Community-Based Violence Prevention Program 16.123 2014-NY-FX-K005 $ 88,901  $ —  
Community-Based Violence Prevention Program 16.123 2015-PB-FX-K010 159,672  —  

Total Community-Based Violence Prevention Program (16.123) 248,573  —  

Edward Byrne Memorial Justice Assistance Grant Program 16.738 2014-DJ-BX-0318 6,257  —  
Edward Byrne Memorial Justice Assistance Grant Program 16.738 2015-DJ-BX-0249 135,798  —  
Edward Byrne Memorial Justice Assistance Grant Program 16.738 2016-DJ-BX-0091 16,872  —  

Total Edward Byrne Memorial Justice Assistance Grant Program (16.738) 158,927  —  

Passed through the State of California Office of Emergency Services:
Paul Coverdell Forensic Sciences Improvement Grant Program 16.742 CQ16127240 11,698  —  

Direct:
Asset Forfeiture 16.922 N/A 638,560  —  

Total Department of Justice 1,057,758  —  

Department of Labor:
Passed through the State of California Employment Development Department:

WIOA Adult Program – Adult Round 1 17.258 K7102038 42,876  —  
WIOA Adult Program – Adult Round 1 17.258 K8106641 139,595  —  
WIOA Adult Program – Adult Round 2 17.258 K7102038 1,539,117  —  
WIOA Adult Program – Adult Round 2 17.258 K698367 99,532  —  

1,821,120  —  

Passed through the State of California Employment Development Department:
Passed through the County of Orange:

WIA/WIOA Adult Program – OCWIB Veteran’s Employment Assistance Program Adult 7 17.258 15-28-0005-VEAP 43  —  
WIA/WIOA Adult Program – OCWIB Veteran’s Employment Assistance Program Adult 8 17.258 16-28-0005-VEAP 100,008  —  

100,051  —  

Passed through the State of California Employment Development Department:
Passed through the City of Los Angeles:

WIOA Adult Program – Harbor Worksource Ctr WIOA Adult 17.258 C-127938 392,675  36,333  
WIOA Adult Program – Harbor Worksource Ctr WIOA Adult 17.258 C-129810 211,612  —  

604,287  36,333  

Total WIA/WIOA Adult Program (17.258) 2,525,458  36,333  

Passed through the State of California Employment Development Department:
WIA/WIOA Youth Activities – WAF Youth Demo Program 17.259 K698367 37,497  —  

WIOA Youth Activities – WIOA Youth 17.259 K698367 452,737  422,413  
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Schedule of Expenditures of Federal Awards

Year Ended September 30, 2017

Catalog of
federal

domestic Federal grantor/ Federal Passed
assistance pass-through entity disbursements/ through to

Federal grantor/pass-through agency/program title number identifying number expenditures subrecipients

WIOA Youth Activities – WIOA Youth 17.259 K7102038 $ 1,307,994  $ 79,026  
WIOA Youth Activities – WIOA Youth 17.259 K92006641 107,442  —  

1,868,173  501,439  

Total WIA/WIOA Youth Activities (17.259) 1,905,670  501,439  

Passed through the State of California Employment Development Department:
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Layoff Aversion Round 2 17.278 K698367 89,068  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Layoff Aversion Round 3 17.278 K7102038 119,143  101,071  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Rapid Response Round 2 17.278 K698367 102,323  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Rapid Response Round 3 17.278 K7102038 420,221  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Round 2 17.278 K698367 190,551  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Round 3 17.278 K7102038 891,748  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Round 1 17.278 K7102038 55,991  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Round 2 17.278 K8106641 85,908  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Layoff Aversion Round 1 17.278 K7102038 20,278  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Layoff Aversion Round 2 17.278 K8106641 5,241  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Rapid Response Round 1 17.278 K7102038 62,517  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker Rapid Response Round 2 17.278 K8106641 39,009  —  
WIOA High Performing Broads 17.278 K7102038 39,192  —  

2,121,190  101,071  

Passed through the State of California Employment Development Department:
Passed through the City of Los Angeles:

WIOA Dislocated Worker Formula Grants – Harbor Worksource Ctr Moving Forward Dislocated Worker 17.278 C-126164 (1,656) —  

WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker 17.278 C-127938 344,234  —  
WIOA Dislocated Worker Formula Grants – WIOA Dislocated Worker 17.278 C-129810 109,427  —  

453,661  —  

Passed through the State of California Employment Development Department:
Passed through the County of Orange:

WIA/WIOA Dislocated Worker Formula Grants – OCWIB Veteran’s Employment Assistance Program Dislocated Worker 8 17.278 16-28-0005-VEAP 82,375  —  

Total WIA/WIOA Dislocated Worker Formula Grants (17.278) 2,655,570  101,071  

Total WIA/WIOA cluster (17.258, 17.259 and 17.278) 7,086,698  638,843  

Passed through the State of California Employment Development Department:
WIOA National Dislocated Worker Grants/WIA National Emergency Grants – NEG Sector Partnership 17.277 K698367 255,806  5,000  

Passed through the State of California Employment Development Department:
WIA/WIOA Dislocated Worker National Reserve Demonstration Grants – Youth Demonstration Project 17.280 K698367 1,360,050  5,139  

Passed through the State of California Employment Development Department:
Passed through the Long Beach Community College District:

Trade Adjustment Assistance Community College and Career Training (TAACCCT) Grants – Links 17.282 99721.5 119,250  —  

Total Department of Labor 8,821,804  648,982  
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CITY OF LONG BEACH, CALIFORNIA

Schedule of Expenditures of Federal Awards

Year Ended September 30, 2017

Catalog of
federal

domestic Federal grantor/ Federal Passed
assistance pass-through entity disbursements/ through to

Federal grantor/pass-through agency/program title number identifying number expenditures subrecipients

Department of Transportation:
Direct:

Airport Improvement Program 20.106 AIP 3-06-0127-041-2014 $ 148,565  $ —  
Airport Improvement Program 20.106 AIP 3-06-0127-042-2015 2,831,244  —  
Airport Improvement Program 20.106 AIP 3-06-0127-043-2015 145,075  —  
Airport Improvement Program 20.106 AIP 3-06-0127-044-2016 8,367  —  

Total Airport Improvement Program (20.106) 3,133,251  —  

Passed through the State of California Department of Transportation:
Highway Planning and Construction 20.205 ACNH 7101 (807) 54,186,112  —  
Highway Planning and Construction 20.205 BRLS-5108 (137) 12,365,181  —  
Highway Planning and Construction 20.205 STPL-5108 (144) (2,713) —  
Highway Planning and Construction 20.205 STPL-5108 (147) (10,095) —  
Highway Planning and Construction 20.205 STPL-5108 (145) 1,031  —  
Highway Planning and Construction 20.205 STPL-5108 (161) (1,571) —  
Highway Planning and Construction 20.205 STPL-5108 (162) (3,250) —  
Highway Planning and Construction 20.205 STPL-5108 (165) 39,389  —  
Highway Planning and Construction 20.205 HPLUL-5108 (126) (31,168) —  
Highway Planning and Construction 20.205 HPLUL-5108 (135) 754,621  —  
Highway Planning and Construction 20.205 HSIPL-5108 (151) 2,412  —  
Highway Planning and Construction 20.205 HSIPL-5108 (164) 446,731  —  
Highway Planning and Construction 20.205 CML-5108 (159) 3,625  —  
Highway Planning and Construction 20.205 RPSTPLE-5108 (153) (4,222) —  
Highway Planning and Construction 20.205 RPSTPLE-5108 (154) (87,026) —  
Highway Planning and Construction 20.205 CML-5108 (176) 6,925  —  

Total Highway Planning and Construction Programs(20.205) 67,665,982  —  

Passed through the State of California Department of Transportation:
Minimum Penalties for Repeat Offenders for Driving While Intoxicated – Bicycle Safety Initiative (OTS) 20.600 PS1706 49,986  3,620  
Minimum Penalties for Repeat Offenders for Driving While Intoxicated 20.600 PT1764 238,397  —  

Total Minimum Penalties for Repeat Offenders for Driving While Intoxicated (20.600) 288,383  3,620  

Minimum Penalties for Repeat Offenders for Driving While Intoxicated 20.608 PT1664 118,798  —  

Total Highway Safety Cluster (20.600 and 20.608) 407,181  3,620  

Total Department of Transportation 71,206,414  3,620  

Environmental Protection Agency:
Passed through the State of California Department of Health Services:

Beach Monitoring and Notification Program Implementation 66.472 D1514103 20,023  —  
Beach Monitoring and Notification Program Implementation 66.472 D1714103 6,423  —  

Total Beach Monitoring and Notification Program Implementation (66.472) 26,446  —  
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Schedule of Expenditures of Federal Awards

Year Ended September 30, 2017

Catalog of
federal

domestic Federal grantor/ Federal Passed
assistance pass-through entity disbursements/ through to

Federal grantor/pass-through agency/program title number identifying number expenditures subrecipients

Direct:
ARRA – Superfund State, Political Subdivision, and Indian Tribe Site-Specific Cooperative Agreements 66.802 V-99T06101-0 $ 14,173  $ —  
ARRA – Superfund State, Political Subdivision, and Indian Tribe Site-Specific Cooperative Agreements 66.802 V-99T06101-5 21,757  —  

Total ARRA- Superfund State, Political Subdivision, and Indian Tribe Site-Specific Cooperative Agreements (66.802) 35,930  —  

Total Environmental Protection Agency 62,376  —  

Department of Health & Human Services:
Passed through the State of California Department of Health Services:

Special Programs for the Aging Title III, Part D Disease Prevention and Health Promotion Services 93.043 15-10831 22,327  —  
Passed through the County of Los Angeles Department of Health Services:

Public Health Emergency Preparedness 93.069 PH-002224 1,052,274  —  

Direct:
Healthy Marriage Promotion and Responsible Fatherhood Grants 93.086 90FK0112-01-00 (416) —  
Healthy Marriage Promotion and Responsible Fatherhood Grants 93.086 90FK0112-02-00 517,396  237,568  

Total Healthy Marriage Promotion and Responsible Fatherhood Grants (93.086) 516,980  237,568  

Passed through the State of California Department of Health Services:
Project Grants and Cooperative Agreements for Tuberculosis Control Programs 93.116 MOU 93,764  —  
Project Grants and Cooperative Agreements for Tuberculosis Control Programs 93.116 MOU 30,356  

Total Project Grants and Cooperative Agreements for Tuberculosis Control Programs (93.116) 124,120  —  

Childhood Lead Poisoning Prevention Projects_State and Local Childhood Lead Poisoning Prevention and Surveillance
of Blood Lead Levels in Children 93.197 14-10023 314,305  —  

Immunization Cooperative Agreements 93.268 15-10428 231,645  —  

Passed through the State of California Department of Health Services:
State Planning and Establishment Grants for the Affordable Care Act (ACA)’s Exchanges 93.525 15-N-11 50,000  —  

Passed through the County of Los Angeles Department of Children and Family Services:
Promoting Safe and Stable Families 93.556 04-025-14 75,202  52,981  
Promoting Safe and Stable Families 93.556 05-027-10 33,152  23,547  
Promoting Safe and Stable Families 93.556 05-028-5 58,016  41,208  

Total Promoting Safe and Stable Families (93.556) 166,370  117,736  

Passed through the State of California Department of Health Services:
Passed through the County of Los Angeles Department of Public Social Services:

Temporary Assistance for Needy Families – Los Angeles County Youth Jobs Program – CALWORKS 93.558 IA0114 377,265  —  
Temporary Assistance for Needy Families – Los Angeles County Youth Jobs Program – FOSTER 93.558 IA0114 29,471  —  
Temporary Assistance for Needy Families – Los Angeles County Youth Jobs Program – CALWORKS 93.558 IA-0510 48,395  —  
Temporary Assistance for Needy Families – Los Angeles County Youth Jobs Program – FOSTER 93.558 99721.5 14,283  —  
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assistance pass-through entity disbursements/ through to
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Passed through the State of California Department of Health Services:
Passed through the County of Los Angeles Department of Public Social Services:

Passed through the City of Hawthorne/South Bay Workforce Investment Board:
Temporary Assistance for Needy Families – Calworks Transitional Subsidized Emp Pro 93.558 13-W180 $ 29,891  $ —  

499,305  —  

Department of Health & Human Services (Continued)
Passed through the State of California Department of Health Services:

Passed through the City of Inglewood/South Bay Workforce Investment Board:
Temporary Assistance for Needy Families – Los Angeles County Youth Jobs Program – CALWORKS 93.558 IA0615 (792) —  

Total TANF Cluster (93.558) 498,513  —  

Passed through the State of California Department of Health Services:
Medical Assistance Program – Childhood Health and Disability 93.778 V#002713-00 491,179  —  
Medical Assistance Program – Medical Gateway 93.778 V#002713-00 1,858  —  
Medical Assistance Program – MAA/TCM Administration 93.778 14-90021 52,455  —  

Passed through the State of California Department of Health Services:
Medical Assistance Program – Nursing MAA Claiming 93.778 14-90021 42,968  —  
Medical Assistance Program – Nursing TCM Claiming 93.778 61-0712 3,522  —  
Medical Assistance Program – Nursing TCM Claiming 93.778 61-1318A 146,310  —  

Total Medical Assistance Program (93.778) 192,800  —  

Total Medicaid Cluster 738,292  —  

Passed through the County of Los Angeles Department of Health Services:
HIV Emergency Relief Project Grants – AIDS EIP Outpatient Medical 93.914 PH-002425-3 49,147  —  
HIV Emergency Relief Project Grants – AIDS EIP Outpatient Medical 93.914 PH-002425-4 63,429  —  

112,576  —  

Passed through the County of Los Angeles Departmnet of Health Services:
HIV Emergency Relief Project Grants – AIDS/HIV Benefits Specialty 93.914 PH-002900 135,409  —  

HIV Emergency Relief Project Grants – Medical Care Coordination 93.914 PH-002431-2 165,580  —  
HIV Emergency Relief Project Grants – Medical Care Coordination 93.914 PH-002431-3 290,365  —  

455,945  —  

Total HIV Emergency Relief Project Grants (93.914) 703,930  —  

Passed through the State of California Department of Health Services:
HIV Prevention Activities – Health Department Based 93.917 15-11059 1,270,251  —  

HIV Prevention Activities – Health Department Based – Outreach/Prevention for HIV Positive (Bridge) 93.917 15-11059 87,401  —  
HIV Prevention Activities – Health Department Based – Outreach/Prevention for HIV Positive (Bridge) 93.917 15-11059 82,066  —  

169,467  —  

Total HIV Prevention Activities (93.917) 1,439,718  —  
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Passed through the State of California Department of Health Services:
HIV Prevention Activities – Health Department Based – Counseling and Testing 93.940 14-10964 $ 468,676  $ —  

Passed through the State of California Department of Health Services:
Maternal and Child Health Services Block Grant to the States 93.994 201660 197,264  —  
Maternal and Child Health Services Block Grant to the States 93.994 201760 81,750  —  

279,014  —  

Passed through the State of California Department of Health Services:
Maternal and Child Health Services Block Grant to the States – Black Infant Health 93.994 201660 259,408  3,500  
Maternal and Child Health Services Block Grant to the States – Black Infant Health 93.994 201760 77,652  —  

337,060  3,500  

Total Maternal and Child Health Services Block Grant to the States (93.994) 616,074  3,500  

Total Department of Health & Human Services 6,893,224  358,804  

Department of Homeland Security:
Passed through United Way of Greater Los Angeles:

Emergency Food and Shelter National Board Program 97.024 N/A 9,221  —  
Passed through the State of California – California Office of Emergency Services:

Passed through the County of Los Angeles – Office of Emergency Management/CEO Office:
Emergency Management Performance Grant 97.042 2015-0049 74,286  —  

Department of Homeland Security:
Direct:

Port Security Grant Program 97.056 EMW-2014-PU-00210 613,556  —  
Port Security Grant Program 97.056 EMW-2015-PU-00239 970,447  —  
Port Security Grant Program 97.056 EMW-2016-PU-00124 635,060  —  
Port Security Grant Program 97.056 EMW-2015-PU-00529 558,181  —  

Total Port Security Grant Program (97.056) 2,777,244  —  

Passed through the State of California – California Office of Emergency Services:
Passed through the County of Los Angeles – Chief Executive Office:

Homeland Security Grant Program 97.067 2015-00078 344,706  —  
Homeland Security Grant Program 97.067 2016-00102 142,528  —  

487,234  —  
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Passed through the State of California – California Office of Emergency Services:
Passed through the City of Los Angeles Mayor's Office of Public Safety:

Homeland Security Grant Program – UASI 97.067 2014-00093 $ 393,113  $ —  
Homeland Security Grant Program – UASI 97.067 2015-00078 8,764,113  —  
Homeland Security Grant Program – UASI 97.067 2016-00102 119,350  —  

9,276,576  —  

Total Homeland Security Grant Program (97.067) 9,763,810  —  

Passed through the City of Los Angeles:
Securing the Cities Program 97.106 C-124773 57,795  —  

Total Department of Homeland Security 12,682,356  —  

Total Federal Expenditures $ 286,384,417  $ 6,708,322  

See accompanying notes to schedule of expenditures of federal awards and the Independent Auditors’ Report on Federal Compliance for Each Major Program; Report on Internal Control Over Compliance; and Report on Schedule of
Expenditures of Federal Awards Required by the Uniform Guidance.
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(1) General 
The accompanying schedule of expenditures of federal awards (the Schedule) presents the activity of all 
federal financial assistance programs of the City of Long Beach, California (the City). All federal financial 
assistance received directly from federal agencies, as well as federal financial assistance passed through 
to the City by other government agencies, has been included in the accompanying Schedule. The 
Schedule does not include federal expenditures of $13,268,961 for the year ended September 30, 2017 of 
the Long Beach Transportation Company (LBTC), a discretely presented component unit of the City, as 
LBTC engaged other auditors to perform audits in accordance with the Uniform Guidance. The City’s 
reporting entity is defined in note 1 to the City’s basic financial statements. 

(2) Summary of Significant Accounting Policies 
Expenditures reported on the Schedule are reported on the modified accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein 
certain types of expenditures are not allowable or are limited as to reimbursement. Negative amounts 
shown on the Schedule represent adjustments or credits made in the normal course of business to 
amounts reported as expenditures in prior years. 

(3) Relationship to Federal Financial Reports 
Amounts reported in the accompanying Schedule agree in all material respects with the amounts reported 
in the related federal financial reports. 

(4) Community-Based Loan Programs with Continuing Compliance 
The City considers loans advanced to eligible participants for the Community Development Block /Grant 
Entitlement Grants (CDBG) and the Home Investment Partnerships Program (HOME) to have continuing 
compliance requirements. As such, the amounts reported in the accompanying Schedule for the CDBG and 
HOME programs include current year disbursements as well as the balance as of the beginning of the year 
of loans with continuing compliance requirements. 

As of September 30, 2017 and 2016, the balance of loans with continuing compliance requirements for the 
HOME programs was $74,677,676 and $71,061,099, respectively. 

As of September 30, 2017 and 2016, the balance of loans with continuing compliance requirements for the 
CDBG programs was $3,759,113 and $3,720,935, respectively. 

(5) Food Instruments/Vouchers 
Food instruments/vouchers expenditures represent the estimated value of the Special Supplemental 
Nutrition Program for Women, Infants, and Children food instruments as communicated by the State 
Department of Health Services distributed during the year. The food instruments/vouchers totaled 
$13,185,376 but do not represent cash expenditures in the City’s basic financial statements for the year 
ended September 30, 2017. 

(6) Indirect Cost Rate 
The City did not elect to use the 10% de minimis indirect cost rate as discussed in the Uniform Guidance 
Section 200.414. For the sponsored programs where the City claims indirect costs, the City’s internal 
indirect cost rate is used. 
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(1) Summary of Auditors’ Results 
Basic Financial Statements 

(a) The type of report issued on whether the basic financial statements were prepared in accordance with 
generally accepted accounting principles: Unmodified 

(b) Internal control deficiencies over financial reporting disclosed by the audit of the basic financial 
statements: 

 Material weakness(es) identified: No 

 Significant deficiencies: Yes, see 2017-001 and 2017-002 

(c) Noncompliance material to the basic financial statements: No 

Federal Awards 

(d) Internal control deficiencies over major programs disclosed by the audit: 

 Material weaknesses identified: Yes, See 2017-003 

 Significant deficiencies: Yes, See 2017-004 

(e) Type of report issued on compliance for major programs: Unmodified 

(f) Audit findings that are required to be reported in accordance with 2 CFR 200.516 (a): Yes 

(g) Major programs: 

 Section 8 Housing Choice Vouchers, CFDA number 14.871 

 Home Investment Partnership Program, CFDA number 14.239 

 Continuum of Care, CFDA number 14.267 

(h) Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000 

(i) Auditee qualified as a low-risk auditee: Yes 
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(2) Findings Relating to the Financial Statements Reported in Accordance with Government Auditing 

Standards 
2017-001 – Employee Turnover 
Criteria 

A significant deficiency in internal controls is the result of a deficiency in internal controls, or combination of 
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report 

financial data reliably in accordance with U.S. GAAP such that there is more than a remote likelihood that a 
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or 

detected. We believe the control deficiency described below represents a significant deficiency in internal 
controls. 

Condition and Context 

During our audit of the City’s financial statements, we noted several instances where management had not 

prepared a schedule until requested for the audit or performed a task until questioned during the audit. 
Specifically, these related to the computation of annual depletion expense and the reversal of an accrual 
for gas purchases from years prior to 2015. Neither instances noted were identified through statistical 
sampling. While neither of the individual items noted were material to the financial statements as whole, the 
likelihood of similar items is more than remote. 

Repeat Finding from the Previous Year 

The item discussed above was identified in 2017 and is not a repeat finding from the previous year. 

Cause and Effect 

In recent years, there have been vacancies and turnover in key finance and management positions due to 
various reasons including the allocations of resources to the on-going enterprise risk management project. 
As a result of these vacancies and turnover, certain tasks and schedules have been inadvertently 
overlooked and not prepared timely. 

Recommendation 

We recommend that management enhance the existing desk procedures for key individuals in finance and 
management roles to ensure that the procedures include all necessary items related to accounting and 
financial reporting, therefore, reducing the likelihood that items would be overlooked in the future. 

Management’s Response 

In the past 18 months, the Long Beach Energy Resources Department experienced the involuntary 
separation of three (out of five) accountants due in part to issues such as the one referenced in the audit 
finding. In the same time frame, one additional accountant retired. The department has replaced three of 
the four positions and is actively recruiting the fourth. 

The City will seek to enhance its procedures to ensure required schedules are prepared, tasks are 
performed and entries made in support of proper financial presentation and the audited validation of that 
presentation. A catalogue and checklist of monthly, quarterly, and annual accounting tasks is being 
reviewed and updated. Primary and backup staff members are being identified and management will 
closely monitor these operations for timely completion and accuracy. 
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2017-002 – Pension Expense 

Criteria 

A significant deficiency in internal controls is the result of a deficiency in internal controls, or combination of 
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report 
financial data reliably in accordance with U.S. GAAP such that there is more than a remote likelihood that a 
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or 

detected. We believe the control deficiency described below represents a significant deficiency in internal 
controls. 

Condition and Context 

During our audit of the City’s financial statements, we identified two instances where pension expense was 

not properly stated. Specifically, these instances related to the understatement of city-wide pension 
expense by $15.0 million and the misclassification of $26.0 million of pension expense between the general 
and employee benefits internal service funds (EBF). Neither item noted was identified as a result of 
statistical sampling. As a result, adjustments were necessary to properly state the financial statements in 
accordance with U.S. generally accepted accounting principles. 

Repeat Finding from the Previous Year 

The item discussed above was identified in 2017 and is not a repeat finding from the previous year. 

Cause and Effect 

The City’s method for recognition of pension expense is tied to the manner that the City collects pension 

expense from all funds and departments and how the city records amounts remitted to the pension plan 
through CalPERS. The City’s method requires all funds and departments to submit payment to the EBF 

each pay period. The EBF then remits these amounts to the pension plan on a regular basis. The amount 
collected from the funds and departments is determined using a single rate, however, due to the pension 
plan’s year-end of June 30, the rate increased on July 1. Accordingly, the City should use a blended rate to 
properly collect the amount due over the City’s fiscal year. Furthermore, in the current year, the City made 
an annual lump-sum payment against the existing unfunded pension liability for both of the City’s pension 

plans, which was recorded in its EBF. These payments should have been reflected in pension expense in 
the respective fund that owes the obligation, not the internal service fund, which made the cash payment. 

Recommendation 

We recommend that management enhance its internal controls and procedures over the process to collect, 
pay and report pension expense in the fund statements to ensure that the amounts reflected in the financial 
statements are in accordance with applicable authoritative literature and reflect each funds underlying 
obligation. 
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Management’s Response 

The City acknowledges that it’s very unique pension reporting situation, caused by the disparity in fiscal 

year ends of CalPERS and the City, combined with changes in CalPERS funding requirements was the 
primary cause for this finding. As such, and after consultation with representatives from GASB, we will 
institute new recording processes that should result in the proper citywide fund statement presentation of 
pension expense resulting from the lump-sum payments to CalPERS. Additionally, we are developing 
procedures to capture the 3-month delta between pension expense as reported in the GASB 68 actuarial 
reports and the total pension expense recorded by the City through its application of by-pay-period 
collections from participating funds. 

(3) Findings and Questioned Costs Relating to Federal Awards from 
2017-003 – Activities Allowed or Unallowed (Access to Records) 
Federal Program Home Investment Partnership Program (HOME Program) 

Federal Catalog Number 14.239 

Federal Agency  U.S. Department of Housing and Urban Development (HUD) 

Federal Award Number  M-11-MC-06-0518  

Federal Award Year  2011 – 2013 

Criteria 

Per CFR 92.205, HOME Program funds may be used by a participating jurisdiction to provide, among other 
things, interest-bearing loans or advances and non-interest-bearing loans. Additionally, per 2 CFR part 200, 
subpart D, section 200.303, the nonfederal entity must establish and maintain effective internal control over 
the federal award that provides reasonable assurance that the nonfederal entity is managing the federal 
award is compliance with federal statues, regulations, and the terms and conditions of the federal award. 
Additionally, Chapter 6 of the HUD and CDBG Guidebook also requires that each entity participating in the 
HOME program have a financial management system that protects funds, property and other assets 
against loss or misuse. 

Condition 

We found that management of the City’s HOME Program identified 6 copies of loan agreements totaling 
approximately $3.7 million which had been altered for one borrower participating in the HOME program’s 

Multi-Family Loan Program. When management compared the copies of the loan documents in the HOME 
Program files to the original copies of the loan agreements kept in a vault, management noted that the 
grace period for loan repayments due date for the six loans as well as the final due date of each loan had 
been extended up to 10 years in the altered copies of the loan documents. While the borrower does have 
other loans through the HOME program still outstanding, only the loans with altered loan agreements noted 
above are currently past due. 

Questioned Costs 

None 
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Cause and Effect 

The altered copies of the loan documents appears to be made possible due to insufficient access controls 
at the City to limit access to the HOME Programs loan files which resulted in the discrepancies noted 
above. However, the City did maintain the original loan agreements in a vault which there were able to use 
to determine the discrepancies noted above. 

Statistical Sampling 

None 

Prior Year Repeat Finding   

No 

Recommendation 

We recommend that the City strengthen its controls in the HOME program to limit the number of people 
that have access to the copies of the HOME program loan files.  

Views of Responsible Officials 

Existing City of Long Beach controls in place that helped to identify the noted inconsistencies by the City 
included: 

1. Original loan promissory note with wet signature is kept in vault in City Hall. The vault is secured and 
maintained by the City Clerk; 

2. Prior to the original loan promissory note being placed in vault, copies of it are made for the following: 

 The Borrower 

 The Working File 

 The Administrative & Financial Services Bureau File 

 The HOME Monitoring File 

3. Once copies are made for the above purposes, the original loan document has restricted, supervised 
access controlled by the City Clerk’s Office and are only accessible by request. 

4. The Administrative & Financial Services Bureau and HOME Monitoring copies are assigned under the 
custody of separate staff members as needed for their work assignments. 

5. The Working File is in the custody of the Loan Officer until the funded projects are completed and 
closed. Once the project is completed, the file is sent to Iron Mountain for storage. 

When the alleged fraud issue was discovered, the existing control system did detect a discrepancy in loan 
information between the Working File copies and original. 
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The City, since this incident was noted, thoroughly reviewed all other loans with this borrower and found 
that six out of 22 Working File loan promissory notes were altered. In addition, the City has hired an 
outside, independent auditing firm to check all outstanding Multi-Family Loan files as well a sample 
selection of all remaining HOME Program loans. Results of the external review will be used to validate loan 
amounts, loan origination dates, and loan initial and final payment dates against the loan database. As far 
as control is concerned, the City has acted to further enhance controls to adequately secure and monitor all 
files (HOME Monitoring, Administrative & Financial Services Bureau and Working Files). 

2017-004 – Payments to Terminated Participants 
Federal Program Housing Choice Vouchers 

Federal Catalog Number 14.871 

Federal Agency  U.S. Department of Housing and Urban Development (HUD) 

Federal Award Number  CA068VO 

Federal Award Year 2017  

Criteria 

Subsection 3-5 of Section 1 in Chapter 3 of the HUD Occupancy Handbook requires participants in the 
Housing Choice Voucher program to meet certain eligibility requirements to receive occupancy and 
housing assistance. Additionally, Section 1 of Chapter 8 of the HUD Occupancy Handbook provides the 
guidelines that public housing authorities are supposed to use when terminating assistance provided to 
participants in the program.  

Condition 

We noted that in our sample of 40 participants that were terminated from the Housing Choice Voucher 
program, 2 participants received HAP distributions which were not recovered by the City.  

Questioned Costs 

The total questioned costs are $2,437, which represent the total amount uncollected payments to 
terminated participants. 

Cause and Effect 

The uncollected over payments to terminated participants appears to be due to insufficient internal controls 
at the City to follow up on overpaid amounts when participants are terminated from the program. 

Statistical Sampling 

None 



CITY OF LONG BEACH, CALIFORNIA 
Summary of Findings and Questioned Costs 

Year ended September 30, 2017 

 22 

Prior Year Repeat Finding   

No 

Recommendation 

We recommend that the City strengthen its controls in HCV program to ensure that any overpayments to 
participants that have been terminated from the program are collected by the City.  

Views of Responsible Officials 

The City will review and modify its procedures regarding the collection of paid amounts related to 
terminated clients in the Housing Choice Voucher Program (HCV). In order to ensure quality control and 
program integrity, designated staff will conduct reviews. 
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KPMG LLP
Suite 700
20 Pacifica
Irvine, CA 92618·3391

Telephone + 1 9498855400
Fax +1 9498855410
kpmg com

November 15, 2017

City of Long Beach
333 West Ocean Boulevard. 811I Floor
Long Beach, California 90802

Attention: Laura Doud, City Auditor

Ladies and GenUemen:

This letter (the Engagement Letter) Is Incorporated by reference to the agreement between the City of Long
Beach (the City) and KPMG LLP dated February 15, 2017, the third amendment to agreement No. 33203 (the
Agreement) and confirms our understanding of our engagement to provide professional services to the City.
The Engagement Letter and the Agreement, including all exhibits, constitutes the entire understanding between
the parties and supersedes all other agreements, oral or wrillen, with respect to the subject mailer In this
Engagement Letter and Agreement The parties agree that in the event of a conflict between Agreement and
the Engagement Leiter, the Agreement shall take precedence, except to the extent that the Agreement confficts
with applicable professional standards. .

Objectives and Limitations of Services

Financial Statement Audit Services

You have requested that we audit the City's financial statements as set forth In Appendix l.

We have the responsibility to conduct and will conduct the audit of the financial statements in accordance with
auditing standards generally accepted in the United States of America and the standards for financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States, tMth the
objective of expressing an opinion as to whether the presentation of the financial statements that have been
prepared by management tMth the oversight of those charged with governance, conforms with U.S. generally
accepted accounting principles.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. In conducting the audit, we tMII perform tests of the accounting records and such other
procedures, as we consider necessary in the circumstances, based on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to error or fraud, to provide a
reasonable basis for our opinion on the financial statements. We also will evaluate the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
and evaluate the overall financial statement presentation.

OUr audit of the financial statements will be planned and performed to obtain reasonable, but not absolute,
assurance about whether the financial statements are free of malerial misstatement. whether caused by error
or fraud. Absolute assurance is not attainable because of the nature of audit evidence and the characteristics of
fraud. Because of the inherent limitations of an audit, together with the inherent limitations of Internal control,
there is an unavoidable risk that some material misstatements, fraud (including fraud that may be an illegal act),
and other Illegal acts may exist and not be detected by an audit of financial statements even though the audit is
properly planned and performed in accordance tMth auditing standards generally accepted in the United States
of America and Government Auditing Standards. Also, an audit is not designed to detect mailers that are

'fl~~G UP ~~tI cd: •.•·.JIlliu1'l1 •.·l t.."/Il1il!h. S'.i'\f1.lI,1f\h:p 11\:111.•••1 U 'i 11\11)111 ••••. 11'

tim ct u-c ~.PM~ t ••~I'Y'•.,~k r.t 1,}..tupcOO~1~ll'Oll1bcJ' l-tms .tHllr.l~od•.•Ih
rPMG Ifltrn:';:\11(~ ,.'l:)(1OI4'••'YI.' "~,,"~G hll"f1Pt,ltJl.,I-t. It S:I.t'" l'n'I'\'



City ot Long Beach
November 15, 2017
Page 2 of 10

immaterial to the financial statements, and because the determination of abuse is subjective, Government
Auditing Standards do not expect auditors to detect abuse.

We will also perform certain Hmitedprocedures to the required supplementary Information as required by
auditing standards generally accepted in the United Stales of America. HolN8ver, we will not express an opinion
or provide any assurance on the information. Our report relating to the financial statements oMD include our
consideration of required supplementary information.

We also understand that the financial statements will include a separately issued schedule of expenditures of
federal awards (SEFA) which is presented for the purpose of additional analysis and is not a required part of
the financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information will be subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America with the objective of expressing an opinion as to whether the supplementary
information is fairly stated, in aUmaterial respects, in relation to the financial statements as a whole.

Subject to the remainder of this paragraph, we will issue a written report upon completion of our audit of the
City's financial statements addressed to the City Council of the City. We cannot provide assurance that an
unmodified opinion will be expressed. Circumstances may arise in v.tlich it is necessary for us to modify our
opinion(s), add emphasis-ot-matter or other-matter paragraphs or withdraw from the engagement If, during the
performance of our audit procedures such circumstances arise, \'lie !hill communicate to the City Council our
reasons for modification or withdrawal.

If the City issues an annual report that is available to the public and the annual report contains the audited
financial statements and our report thereon. management agrees to provide KPMG LLP (KPMG) a draft of such
annual report prior to the report release date of the audited financial statements or, if that is not possible, as
soon as practicable prior to the release of the annual report We will read the other information contained in the
annual report in order to identify material inconsistencies, if any, with the audited financial statements.
However, we will not perform procedures to corroborate the other information.

Internal Control over Financial Reporting and Compliance and Other Matters

In making our risk assessments as part of planning and performing our audit of the financial statements, we will
consider the City inlernal control relevant to the preparation and fair presentation of the financial statements in
order to determine the nature, timing, and extent of our audit procedures for the purpose of expressing an
opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of the
City's internal control.

The objective of our audit of the financial statements is not to report on the City internal control and we are not
oblJgated to search for material weaknesses or significant deficiencies as part of our audit of the financial
statements. A material weakness is a deficiency. or combination of deficiencies, in internal control, such that
there is a reasonable possibiUty that a material misstatement of the financial statements will not be prevented or
detected and corrected on a timely basis. A Significant deficiency is a deficiency, or combination ot deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance. As part of obtaining reasonable assurance about whether the financial statements
are free of material misstatement we will perform tests of the City's compfiance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect
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on the financial statements. However, our objective is not to provide an opinion on compliance with such
provisions.

In accordance with Government Auditing Standards, we will prepare a written report, Report on Internal Control
Over Financial Reporting and Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards (GAGAS report), on our consideration of
internal control over financial reporting and tests of compliance made as part of our audit of the financial
statements. This report VoiDinclude any malerial weaknesses and significant deficiencies to the extent they
come to our attention, and this report Voillalso include instances of:

• Fraud and noncompliance with provisions of laws or regulations that have a material effect on the financial
statements or other financial data significant to the audit objectives and any other instances that warrant
the attention of those charged with governance;

• Noncompliance with provisions of contracts or grant agreements that has a material effect on the
determination of financial statement amounts or other financial data significant to the audit objectives; or

• Abuse that is material, either quantitatively or qualitatively.

The report'vvill describe its purpose and will state that It is not suitable for any other purpose.

In accordance with Government Auditing Standards, we will also issue a management letter to communicate
instances of noncompaence with provisions of contracts or grant agreements or abuse that have an effect on
the financial statements that are less than material but warrant the attention of those charged with governance.

In accordance with Government Auditing Standards, we are also required in certain circumstances to report
fraud, noncompliance with provisions of laws, regulations, contracts, or grant agreements, or abuse directly to
parties outside the auditee.

Uniform Guidance Audit Services

We will also perform audit procedures with respect to the City's major federal programs in accordance with litle
2 U.S. Code of Federal Regulations Part 200 (2 CFR 200), Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards ("the Uniform Guidancen

). The Uniform Guidance
includes specific audit requirements, mainly In the areas of Internal control and compRance with federal
statutes, regulations, and the terms and conditions of federal awards that may have a direct and material effect
on each of the City's major federal programs that exceed those required by Government Auditing Standards.

As part of our audit procedures performed in accordance with the provisions of the Uniform Guidance, we will
perform tests to evaluate the effectiveness of the design and operation of internal controls that we consider
relevant to preventing or detecting malerial noncompliance 'vvithfederal statutes, regulations, and the terms and
conditions of federal awards that may have a direct and material effecton each of the City's major federal
programs. The tests of internal control performed in accordance 'vviththe Uniform Guidance are less in scope
than would be necessary to render an opinion on internal control.

We will perform tests of the City's compliance with federal statutes, regulations, and the terms and conditions of
federal awards we determine to be necessary based on the OMB Compliance Supplement. The procedures
outlined in the OMB Compliance Supplement are those suggested by each federal agency and do not cover all
areas of regulations governing each program. Program reviews by federal agencies may identify additional
instances of noncompliance.
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In addition, we will prepare a written report (single audit report) which 1) provides our opinion on the City's
compliance with federal statutes, regulations, and the terms and conditions offederal awards that may have a
direct and malerial effecl on each of its major federal programs and 2) communicates our consideration of
internal control over major federal programs. The single audit report will describe its purpose and will stale that
it is not suitable for any other purpose.

The Federal Audit Clearinghouse requires the single audit reporting package, which includes the audited
financial statements, to be submitted in a PDF format which is text searchable, unencrypted, and unlocked.
This letter serves as the City's authorization for the submission of the reporting package in this format.

Offering Documents

Should the City wish to include or incorporate by reference these financial statements and our audit report
thereon into an offering of exempt securities, prior to our consenting to include or incorporate by reference our
report on such financial statements, we would consider our consent to the Inclusion of our report and the terms
thereof at that time. We will be required to perform procedures as required by the standards of the American
Institute of Certified Public Accountants. including, but not limited to, reading other information incorporated by
reference in the offering document and performing subsequent event procedures. Our reading of the other
information included or incorporated by reference in the offering document will consider whether such
information, or the manner of its presentation. is materiaUy inconsistent with information, or the manner of its
presentation. appearing in the financial statements. However. we will not perform procedures 10 corroborate
such other information (including forward-looking statements). The specific terms of our future services with
respect to future offering documents will be determined at the time the services are to be performed.

Should the City IMsh to include or incorporate by reference these financial statements and our audit report
thereon into an offering of exempt securities without obtaining our consent to include or incorporate by
reference our report on such financial statements, and we are not otherwise associated with the offering
document. then the City agrees to include the following language in the offering document

KPMG LLP. our independent auditor, has not been engaged to perform and has not performed. since the
date of its report included herein. any procedures on the financiat statements addressed in that reporl
KPMG llP also has not performed any procedures relating to this official statement"

Our Responsibility to Communicate with the City Council

We will report to the audit committee or those charged with governance, in writing, the following matters:

• Material. corrected misstatements that were brought to the attention of management as a result of audit
procedures.

• Uncorrected misstatements accumulated by us during e audit and the effect that they. Individually or in
the aggregate. may have on our opinion in the auditor's report, and the effect of uncorrected misstatements
related to prior periods.

• Significant difficulties and disagreements with management. If any. encountered during our audit

• Other matters required to be communicated by auditing standards generaNyaccepted in the United States
of America.

We will also read minutes, if any. of relevant committee meetings for consistency with our understanding of the
communications made to the City Councf and determine that the City Council has received copies of all
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material VvTlltencommunications bel'oNeenourselves and management We will also determine that the City
Council has been Informed of i) the initial selection of, or the reasons for any change in, significant accounting
policies or their application during the period under audit. Ii) the methods used by management to account for
significant unusual transactions, and iii) the effect of significant accounting policies In controversial or emerging
areas for which there is a lack of authoritative guidance or consensus.

To the extent that they come to our attention, we will inform the appropriate level of management about any
illegal acts, unless they are clearly inconsequential, material errors in the financial statements and any
Instances of fraud. Further, to the extent they come to our attention, we also will communicate direcUy to the
City Council Illegal acts, unless they are clearly inconsequential, material errors In the financial statements and
any instances of fraud that involve senior management or that. in our judgment. cause a material misstatement
of the financial statements.

Management Responsibilities

The management of the City acknowledges and understands that they have responsibility for the preparation
and fair presentation, in accordance with U.S. generally accepted accounting principles, of the financial
statements and all representations contained therein. Management also is responsible for:

• identifying and ensuring that the City complies with laws, regulations, contracts, and grant agreements
applicable to its activities, and for informing us of any known material violations of such laws, regulations
and provisions of contracts and grant agreements;

• providing us with written responses in accordance with Government Auditing Standards to the findings
included in the GAGAS or single audit report within 14 days of being provided with draft findings. If such
information is not provided on a timely basis prior to release of the report, the report will indicate the status
of management's responses;

• distributing the reports issued by KPMG.

Management also is responsible for preventing and detecting fraud, including the design and implementation of
programs and controls to prevent and detect fraud, for adopting sound accounting policies, and for the design,
implementation and maintenance of internal control relevant to the preparation and fair presentation of the
financial statements and to provide reasonable assurance against the possibility of misstatements that are
material to the financial statements whether due to error or fraud. Management is also responsible for informing
us, of which it has knowledge, of all material weaknesses and significant deficiencies in the design or operation
of such controls. The audit of the financial statements does not relieve management or those charged with
governance of their responsibilities.

The management of the Cily also acknowledges and understands that they have responsibility for the
preparation of the SEFA and supplementary information in accordance with the applicable criteria.
Management is also responsible for providing us VvTittenrepresentations regarding the supplementary
information. Management is also responsible for including our report on the supplementary information in any
document that contains and indicates that we have reported on the supplementary information, and for
Including the audited financial statements with any presentation of the supplementary information that includes
our report thereon or making the audited financial statements readily available to Intended users of the
supplementary Information no later than the date the supplementary information is issued with our report
thereon.
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Management of the City also acknowtedges and understands that it is their responsibility to provide us \Mth: i)
access to all information of which management is aware that Is relevant to the preparation and fair presentation
of the financial statements and the campfiance requirements applicable to its federal programs such as records,
documentation, and other matters; II) additional information that we may request from management for
purposes of the audits; and iii) unresb'icted access to persons within the entity from whom we determine it
necessary to obtain audit evidence. As required by auditing standards generally accepted in the United States
of America, we \MDmake speciflc inquiries of management about the representations embodied in the financial
statements and the effectiveness of internal control, and obtain a representation letter from management about
these matters. The responses to our inquiries, the written representations, and the results of audit tests, among
other things, comprise the evidential matter we \Mil rely upon in forming an opinion on the financial statements.

Management is responsible for adjusting the financial statements to correctmalerial misstatements and for
affirming to us in the representation letter that the effects of any uncorrected misstatements aggregated by us
during the current engagement and pertaining to the latest period presented are immaterial, both individually
and in the aggregate, to the financial statements being reported upon, taken as a whole. Because of the
importance of managemenfs representations 10 the effective performance of our services, the City will release
KPMG and its personnel from any claims, liabi~ties, costs and e>q:>ensesrelating to our services under this
letter attributable to any misrepresentations in the representation letter referred to above. The provisions of this
paragraph shall apply regardless of the form of action, damage, claim, liability, cost, e>q:>ense,or loss asserted,
whether in conb'acl, statule, lorl (including but not limited to neg igence) or otherwise.

In relation to corrpltance with the program requirements applicable to Its federal programs, management
acknowledges and understands its responsibi6ty for:

• Identifying the City's government programs and understanding and complying with the compliance
requirements.

• Establishing and mainlaining effective controls that provide reasonable assurance that the City administers
government programs in compfiance with the compliance requirements.

• Evaluating and monitoring the City's comp6ance \Mill the compliance requirements.

• Taking corrective action when instances of noncompliance are identified, including corrective action on
audit findings of the compliance audit.

In addition to the Uniform Guidance requirements to maintain internal control and comply with the compliance
requirements applicable to federal programs as discussed above, the Uniform Guidance also requires the City
to prepare a:

• Schedule of expenditures of federal awards;

• Summary schedule of prior audit findings;

• Corrective action plan; and

• Data collection form (Parts I and II).

While we may be separately engaged 10 assist you In the preparation of these Items, preparation is the
responsibility of the City.
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Certain provisions of the Uniform Guidance allow a granting agency to request that a specific program be
selected as a major program provided that the federal granting agency is willing to pay the incremental audit
cost arising from such selection. The City agrees to notify KPMG of any such request by a granting agency and
to work with KPMG to modify the terms of this letter as necessary to accommodate such a request

To facititate our audit plaming. in accordance with Government Auditing Standards. management agrees to
identify and provide copies of reports. if applicable. of previous audits. attestation engagements. or other
studies that direcUy relate to the objectives of the audit, including whether related recommendations have been
implemented. prior to September 30. 2017.

Non-audit service - Assistance In Preparing Financial Statements

We will assist management in preparing the financial statements and related notes in accordance with U.S.
generally accepted accounting principles. We will use the draft financial statements provided by management
to assist management In preparing the financial statements and related notes by providing word processing and
reproduction assistance ..

Our responsibility is to assist management in preparing the financial statements and related notes using the
information provided by management We wiD not assume management responsibilities on behalf of the City.
However. we will provide advice and recommendations to assist management of the City in performing its
responsibilities.

The City agrees to:

• Assume all management responsibilities. including determining the accuracy and completeness of the
financial statements and notes.

• Assign a suitable employee with appropriate skJlls.kno-Medge andlor experience to oversee the financial
statement preparation assistance and evaluate the adequacy and results of the services.

• Accept responsibility for the results of the financial statement preparation assistance.

Use of Internal Aucft

Management ackno-Medges and understands that internal auditors providing direct assistance to us will
be allowed to follow our instructions and that persomel of the City will not intervene in the work the
Internal auditor performs for us. Further. management acknowledges and understands that if. in our
sole judgment, we believe the objectivity of internal auditors providing direct assistance to us has been
impaired. we will be unable to use the work performed or planned to be performed.

Government Auditing Standards require external and internal auditors to meet minimum Continuing
Professional Education (CPE) hours. Therefore. management is responsible for monitoring and
documenting the compliance with the Government Auditing Standards CPE hours of those internal
auditors assigned to the audit in direct assistance roles.

Dispute Resolution

Dispute resolution is governed by the Agreement 33203 and all related amendments.
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Other Matters

In the event that any term or provision of this Engagement Letter shall be held to be invalid, void or
unenforceable, then the remainder of the Engagement Letter sha. not be affected, and each such term and
provision shall be valid and enforceable to the fullest extent permitted by law.

This letter shall serve as the City's authorization for the use of e-mail and other electronic methods to transmit
and receive information, including confidential information, between KPMG and the City and between KPMG
and outside specialists or other entities engaged by either KPMG or the City. The City acknowledges that
e-maillravels over the pubHc Inlernet, which Is not a secure means of communication and, thus, confidentiality
of the transmitted information could be compromised through no fault of KPMG. KPMG will employ
commercially reasonable efforts and take appropriate precautions \0 protect the privacy and confidentiality of
transmitted information.

Further, for purposes of the services described in this tetter only, the City hereby grants to KPMG a limited,
revocable, non-exclusive, non-transferable, paid up and royalty-free license, without right of sublicense, to use
all logos, trademarks and service marks of the City solely for presentations or reports to the City or for internal
KPMG presentations and intranet sites.

KPMG is a limited liability partnership comprising both certified public accountants and certain principals who
are not licensed as certified public accountants. Such principals may participate in the engagements to provide
the services described in this letter.

The audit documentation for this engagemenl is the property of KPMG. If KPMG receives a subpoena; other
vaHdly issued administrative, judicial, government or investigative regulatory demand or reques\; or other legal
process requiring it to disclose the City's confidential information ("Legal Demand"). KPMG shall. unless
prohlbiled by law or such Legal Demand. provide prompt written notice to the City of such Legal Demand in
order to permit it to seek a protective order. So long as KPMG gives notice as provided herein, KPMG shall be
entitled 10 comply with such Legal Demand 10 the extent required by law, subject to any protective order or the
like that may have been entered in the matter. In the event KPMG is requested or authorized by the City, or is
required by law, rule, regulation or Legal Demand in a proceeding or investigation 10 which KPMG is not a
named party or respondent, to produce KPMG's documents or personnel as witnesses or for inlervievu'S,or
otherwise 10 make information relating to the ser~ce under the Engagement Letter available to a third par ty, or
the City, the City shall reimburse KPMG for its professional time, at its then-current standard hourly rates, and
e"t)enses, including reasonable attorneys' fees and ellPenses. incurred in producing documents or personnel
or providing information pursuant to such requests, authorizations or requirements.

Pursuant to Government Auditing Standards, and subject to applicable provisions of laws and regulations, we
are required 10 make certain audit documentation available in a full and timely manner to others, including
Regulators, upon request In addition. we may also be requested to make certain audit documentation available
10 Regulators pursuant to authority provided by law or regulation. If so requested, access to such audit
documentation will be provided. Furlhermore. Regulators may obtain copies of selected audit documentation.
Such regulators may Intend, or decide, to distribute the copies or information contained therein to others,
including other gowrnmenl agencies.

KPMG, as an accounting firm, has an obHgation to comply with applicable professional standards. Certain
profeSSional standards, including AICPA Code of Professional Conduct Section 1.700, "Confidential Client
Information Rule," adopted by the American Institute of Certified Public Accountants and similar rules adopted
by the boards of accountancy of many slates, prohibit the disclosure of client confidential nformation without
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client consent, except in limited circumstances. KPMG represents to the City that KPMG will treat the City's
confidential information in accordance with applicable professional standards.

KPMG may work with and use the services of other members of the international KPMG network of
independent firms and entities controlled by, or under common control with, one or more KPMG member firms
(together with KPMG, the "KPMG Firms") to provide services to the City. In connection with the performance of
services under this Engagement Letter, the KPMG Firms may, In their discretion, utilize the services of third
party service providers within or outside of the United States to complete the services under Ihls Engagement
Letter. KPMG Firms and such third parties may have access 10 your confidential information from offshore
locations. In addition, KPMG uses third party service providers within and outside of the United States to
provide, at its direction, back·officeadministrative and clerical services to KPMG and these third party service
providers may in the performance of such services have access to your confidential information. KPMG
represents that it has technical, legal andlor other safeguards, measures and controls in place to protect your
confidential information from unauthorized disclosure or use.

You also understand and agree that the KPMG Firms, with the assistance of third parties as ouUined above,
may use your confidential information obtained 10 complete this engagement for other purposes, such as
improving the delivery of audit and other services to you and to other clients and for use In presentations to
you, other clients and non-clients. When your confidential information is used outside of the KPMG Firms or
third parties discussed above for any purpose other than the provision of audit or other services to you, back-
office administrative and clerical services to KPMG or service quality improvement. it will be de-identified so
that the City cannot be attributed as the source of the Information.

Except as otherwise provided for in this Engagement Letter, neither party may assign, transfer or delegate any
of its rights, obligations, claims or proceeds from claims arising under or relating to this Engagement Letter
(including by operation of law. in lMlich case the assigning party will, to the exlent legally permissible, give as
much advance written notice as is reasonably practicable thereof) without the prior written consent of the other
party, such consent not to be unreasonably withheld. Any assignment in violation hereof shall be null and void.

As required by Government Auditing Standards, we have attached a copy of KPMG's most recent peer review
report

Additional Reports and Fees for Services
Appendix I to this letter lists the additional reports we will issue as part of this engagement and our fees for
professional services to be performed under this letter.

In addition, fees for any special audiHelated projects. such as research andlor consultation on special business
or financial issues, will be billed separately from the audit fees for professional services set forth in Appendix I
and may be subject to written arrangements supplemental to those in this letter.

•••• *'*.

Our engagement herein is for the provislon of annual audit services for the financial statements and the
Uniform Guidance for the periods described in Appendix I, and it is understood that such services are provided
as a single annual engagement Pursuant to our arrangement as reflected in this letter we will provide the
services set forth in Appendix I as a single engagement for each of !he City's subsequent fiscal years until
either those charged with governance or we terminate this agreement, or mutually agree to !he modification of
its terms. The fees for each subsequent year will be annually subject to negotiation and approval by those
charged with governance.
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This Engagement Letter and anyelChlbits, attachments and appendices hereto, and amendments thereto
agreed in writing by the parties, shall constiMe the entire agreement between KPMG and the City with respect
to the subject matter hereof and thereof. and supersede aUother previous oral and written representations,
understandings or agreements relaling to the subject matter of this agreement

We shall be pleased to discuss this Jetterwith you at any time. For your convenience in confirming these
arrangements, we enclose a copy of this letter. Please sign and return it to us to indicate your
acknowledgement of, and agreement with, the arrangements for our audit of the financial statements including
our respective responsibilities.

Very truly yours,

KPMG LLP

Chris Ray
Partner

CBRbw:glb:T1585

Enclosures

cc: Patrick West, City Manager, City of Long Beach
Amy Webber. City Attorney, City of Long Beach
John Gross, Director of Finance. City of Long Beach

ACCEPTED

Date I



Appendix I

Fees for Services

Based upon our discussions with and representations of management our fees for services we will
perform are estimated as follows:

Audit of financial statements and related notes to the
financial statements of the City of Long Beach as of and
for the years ended September 30, 2017 (CAFR)*

Other Reports:

$482,300

The other reports that we will issue as part of and upon completion of this engagement are as follows:

Report

Reports issued in connection with the Uniform Guidance

Fee

$155,000

$ 21,300Schedule of Passenger Facility Charges, Revenues and
Expenses of the City of Long Beach Airport

Harbor Department financial statements $136,800

$ 61,600Water Department financial statements

"Ihe estimated fees for the audit of the City's financial statements assumes the City Auditor or another
firm will continue to perform the cash and investment testwork they performed in fiscal 2016.

"'The fee estimate for the single audit is based on the assumption that no more than 6 major programs
will be required to be audited for fiscal year 2017. An additional fee of $26,655 will be billed for each
additional program required to be audited.

The above estimates are based on the level of experience of the individuals who will perform the
services. In addition, expenses are billed for reimbursement as incurred. Expenses for items such as
travel, telephone, postage, typing, printing, and reproduction of the financial statements are estimated
included in the above estimate. Circumstances encountered during the performance of these services
that warrant additional time or expense could cause us to be unable to deliver them within the above
estimates. We wiHendeavor to notify you of any such circumstances as they are assessed.

Where KPMG is reimbursed for expenses, it is KPMG's policy to bill clients the amount incurred at the
time the good or service is purchased. If KPMG subsequently receives a volume rebate or other Incentive
payment from a vendor relating to such expenses, KPMG does not credit such payment to the client
Instead, KPMG applies such payments to reduce its overhead costs, which costs are taken into account
in determining KPMG's standard billing rates and certain transaction charges wtlich may be charged to
clients.

All fees, charges and other amounts payable to KPMG under the Engagement Letter do not include any
sales, use, excise, value added, income or other applicable taxes, tariffs or duties, payment of wtlich shall
be the City's sale responsibiHly, elCCludingany applicable taxes based on KPMG's net income or taxes
arising from the employment or independent contractor relationship between KPMG and its personnel.

1-1



Peer Review Program
Administered by the National Peer Review Committee

American Institute of CPAs
220 leigh Farm Road

Durham, NC 27707·8110

December 11,2014

Jobn B Veihmeyer, CPA
KPMG LLP
345 Park Ave
New York, NY 10154

Dear Mr. Veihmeyer:

It is my pleasure to notify you that on December I ,2014 the National Peer Review Committee accepted
the report on the most recent system peer review of your firm. The due dale for your next review is
September 30 2017. This is the date by which all review documents should be completed and submitted
to the administering entity.

As you know, the report bad a peer review rating of pass. The Committee asked me 10 convey its
congratulations to the firm.

Sincerely,

Larry Gray
Chair, National Peer Review Committee
nprc@aicpa.org 919 402.4502

cc: Keith Robert Rowden; Thomas W Whittle

Firm Number: 10054128 Review Number 359579

Letter 10: 945097

T:1.919.402.4502 I F: 1.919.402.4876 I nprc@alcpa org



pwc

System Review Report

To the Partners of KPMG LLP
And the National Peer Review Committee oftheAICPA Peer Review Board

We have reviewed the system of quality control for the accounting and auditing practice of
KPMG LLP (the Firm), applicable to engagements not subject to PCAOB permanent inspection,
in effect for the year ended March 31, 2014. Our peer review was conducted in accordance with
the Standards for Perfonning and Reporting on Peer Reviews established by the Peer Review
Board of the American Institute of Certified Public Accountants. As part of our peer review, we
considered reviews by regulatory entities, if applicable, in detennining the nature and extent of
our procedures. The Firm is responsible for designing a system of quality control and complying
with it to provide the Finn with reasonable assurance of performing and reporting in conformity
with applicable professional standards in all material respects. Our responsibility is to express
an opinion on the design of the system of quality control and the Firm's compliance therewith
based on our review. The nature, objectives, scope, limitations of, and the procedures performed
in a System Review are described in the standards at WWW,aiCDa.org/prsnmmmy.

As required by the standards, engagements selected for review included engagements performed
under Government Auditing Standards, audits of employee benefit plans, an audit performed
under FDICIA, audits of a carrying broker-dealers, and examinations of services organizations
[Sen ice Organizations Control (SOC 1) engagements].

In our opinion, the system of quality control for the accounting and auditing practice of KPMG
LLP, applicable to engagements not subject to PCAOB permanent inspection, in effect for the
year ended March 31, 2014, bas been suitably designed and complied with to provide the Firm
with reasonable assurance of performing and reporting in confonnity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies) orjail. KPMG LLP has received a peer review rating of pass.

P.~Wo~\~c~.;) LLf

December 5, 2014

~ •• •••__ •••• w -, ._ •••.•••.• ro.'" .~•••••• ~••••• I••• , •.••• ~•••••.• _•..••.u.~ •.•u~~~ •.•..•_~ __.•• _~••• _•• _•.•••••.••..•,.,••••••u •• or.II ".u ••,,._ •..._._ •...••~__ ..••..__ •••••••••••••..•.•••..•••...•'H •.•••••.••.••.••~"nn ••••••••• ,.••••••• ~ ••• •

PricewaterhouseCoopers U.P, 400 Campus Driue, Florham Park, NJ 07932
T: (9731236 4000, F: (973) 2365000. www.pwc.com



333 West Ocean Boulevard 6'" Floor • Long Beach, CA 90802 • (562) 570-6465 • Fax (562) 570 -5836

CITY OF LONG BEACH
DEPARTMENT OF FINANCIAL MANAGEMENT

March 26, 2018

KPMG, LLP
20 Pacific
Suite 700
Irvine, CA 92618
Attn: Chris Ray

Ladies and Gentlemen:

We are providing this letter in connection with your audit of the financial statements of the
governmental activities, the business-type activities, the discretely presented component
unit, each major fund, the aggregate remaining fund information, and the related notes to
the financial statements, of the City of Long Beach, California, (the City) as of and for the
year ended September 30,2017, for the purpose of expressing pinions as to whether
these financial statements present fairly, in all material respects, the respective financial
positions, changes in financial positions, and, where applicable, cash flows thereof in
accordance with U.S. generally accepted accounting principles.

Certain representations in this letter are described as limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or
misstatement of accounting information that, in the light of surrounding circumstances,
makes it probable that the judgment of a reasonable person relying on the information
would be changed or influenced by the omission or misstatement.

We confirm, to the best of our knowledge and belief as of March 26,2018, the

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement
letter dated November 11, 2017, for the preparation and fair presentation of the
financial statements in accordance with U.S. generally accepted accounting
principles.

2. We have made available to you:

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

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



KPMG, LLP
Page 2

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

d. All minutes of the meetings of City Council, or summaries of actions of recent
meetings for which minutes have not yet been prepared. All Significant board
and committee actions are included in the summaries.

3. Except as disclosed to you in writing, there have been no communications from
regulatory agencies, governmental representatives, employees or others concerning
noncompliance with laws and regulations in any jurisdiction, or deficiencies in
financial reporting practices or other matters that could have a material adverse
effect on the financial statements.

4. There are no known instances of non-compliance or suspected non-compliance with
laws and regulations whose effects should be considered when preparing the
financial statements.

5. All material transactions have been recorded in the accounting records and are
reflected in the financial statements.

6. There are no side agreements or other arrangements (either written or oral).

7. All events subsequent to the date of the statement of net position and through the
date of this letter for which U.S. GAAP requires adjustment or disclosure have been
adjusted or disclosed.

8. The effects of all known actual or possible litigation and claims have been accounted
for and disclosed in accordance with paragraphs 96 - 113 of Governmental
Accounting Standards Board (GASB) Statement No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and
AICPA Pronouncements.

9. We have disclosed to you all known actual or possible litigation, claims, and
assessments whose effects should be considered when preparing the financial
statements.

10. The effects of the uncorrected financial statement misstatements summarized in the
accompanying schedule(s) are immaterial, both individually and in the aggregate, to
the financial statements for each respective opinion unit.

11. We acknowledge our responsibility for the design, implementation, and maintenance
of programs and controls to prevent, deter, and detect fraud; for adopting sound
accounting policies; and for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of the financial statements
and to provide reasonable assurance against the possibility of misstatements that
are material to the financial statements whether due to error or fraud. We understand
that the term "fraud" is defined as an intentional act by one or more individuals
among management, those charged with governance, employees, or third parties,



KPMG, LLP
Page 3

involving the use of deception that results in a misstatement in financial statements
that are the subject of an audit.

12. We have disclosed to you all deficiencies in the design or operation of internal
control over financial reporting of which we are aware, which could adversely affect
the [City's] ability to initiate, authorize, record, process, or report financial data. We
have separately disclosed to you all such deficiencies that we believe to be
significant deficiencies or material weaknesses in internal control over financial
reporting, as those terms are defined in AU-C Section 265.07, Communicating
Internal Control Related Matters Identified in an Audit.

13. We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

9. We have no knowledge of any fraud or suspected fraud affecting the City involving:

a. Management

b. Employees who have significant roles in internal control, or

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

10. We have no knowledge of any regarding allegations of fraud or suspected fraud
affecting the City's financial statements communicated by employees, former
employees, regulators, or others.

11. We have no knowledge of any officer or City Council Member of the City, or any
other person acting under the direction thereof, having taken any action to
fraudulently influence, coerce, manipulate, or mislead you during your audit.

12. Significant assumptions used by us in making accounting estimates, including those
measured at fair value, are reasonable.

13. We have disclosed to you the identity of our related parties and all the related party
relationships and transactions of which we are aware.

14. The following have been properly recorded or disclosed in the financial statements:

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

b. Guarantees, whether written or oral, under which the City is contingently liable.

c. The existence of and transactions with joint ventures and other related
organizations.
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15. The City has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets, nor has any asset been pledged as collateral.

16. The City has complied with all aspects of contractual agreements that would have a
material effect on the financial statements in the event of noncompliance.

17. The City's reporting entity includes all entities that are component units of the City.

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

19. We acknowledge our responsibility for the presentation of the required
supplementary information which includes, management's discussion and analysis,
budgetary comparison information and the schedule of OPEB contributions, in
accordance with the applicable criteria and prescribed guidelines established by the
Governmental Accounting Standards Board and:

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

b. The methods of measurement or presentation of the required supplementary
information have not changed from those used in the prior period

c. The Significant assumptions or interpretations underlying the measurement or
presentation of the required supplementary information are reasonable and
appropriate.

20. The City has identified and properly reported all of its derivative instruments and
any related deferred outflows of resources or deferred inflows of resources related
to hedging derivative instruments in accordance with GASB Statement No. 53,
Accounting and Financial Reporting for Derivative Instruments. The City complied
with the requirements of GASB Statement No. 53 related to the determination of
hedging derivative instruments and the application of hedge accounting. Further,
the City has disclosed all material information about its derivative and hedging
arrangement in accordance with GASB Statement No. 53.

21. We acknowledge our responsibility for the presentation of the supplementary
information, which includes the additional financial section and other supplementary
information, in accordance with the applicable criteria and:

• Believe the supplementary information, including its form and content, is fairly
presented in accordance with the applicable criteria.
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• The methods of measurement or presentation of the supplementary information
have not changed from those used in the prior period; and

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

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

23. The projected employer contributions in the discount rate calculation are prepared
in accordance with paragraphs 37-39 of GASB Statement 75.

24. The projected employer contributions in the discount rate calculation are prepared
in accordance with paragraphs 27-29 of GASB Statement 68.

25. The City has disclosed all tax abatement agreements required to be disclosed under
GASB Statement No. 77, Tax Abatement Disclosures.

26. We have received opinions of counsel upon each issuance of tax-exempt bonds that
the interest on such bonds is exempt from federal income taxes under section 103
of the Internal Revenue Code of 1986, as amended. There have been no changes
in the use of property financed with the proceeds of tax-exempt bonds, or any other
occurrences, subsequent to the issuance of such opinions, that would jeopardize
the tax-exempt status of the bonds. Provision has been made, where material, for
the amount of any required arbitrage rebate.

27. Except as disclosed to you in writing, there have been no circumstances that have
resulted in communications from the City's external legal counsel to the City
reporting evidence of a material violation of securities law or breach of fiduciary duty,
or similar violation by the City or any agent thereof.

28. The City has no plans or intentions that may materially affect the carrying value or
classification of assets, deferred outflows of resources, liabilities, and deferred
inflows of resources.

Very truly yours,

PATRICK H. WEST
CITY MANAGER

~=-----
JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT

PHW;JG:SW
K:IExECICORRESPONDENCEIACCOUNTINGI03-25-16l TR KPMG • MGMT REP lETTER FOR FY15.DOCX
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