


CITY OF LOS ANGELES, CALIFORNIA
Fiscal Year Ended June 30, 2025

Table of Contents

Introduction to the Organization of the City of LOS Angeles ........oueriimimiiimiiiee e 1
Status of the Fiscal Year 2024-2025 Single Audit .........ccooociiiiiiii e 3
Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards ..............cccooooiiiiieeninieciiiiie, 7
Independent Auditor's 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, Supplementary Schedule
of Expenditures of Federal Awards and State Awards Granted by California Department
of Aging, and Community Services Block Grant Supplementary Schedules of
Revenue and EXPENItUMES ......o.. oot e et et e e e e e e et ate e e e eeeeeee e e e e e eeneennee 9
Schedule of Expenditures of Federal AWards........cccoooi e ee e e 13
Notes to Schedule of Expenditures of Federal AWards..........cccuoiiiiiiciniiiici e 22
Schedule of Findings and Questioned CostS.........ccoooi i 27
Summary Schedule of Prior Audit FINAINGS ......coriiiiieee e 33
Supplementary Information:

Supplementary Schedule of Expenditures of Federal Awards and State Awards Granted

by California Department Of AQING .cueuiiiriiiiiiiii e e e e e e e e e e e 42

Community Services Block Grant Supplementary Schedules of Revenue
= o I T 01T o T (0 = 43





CONTROLLER.LACITY.ORG




Attachment

STATUS OF THE FISCAL YEAR 2024-2025 SINGLE AUDIT

GENERAL GOVERNMENT

Responsible for providing for the health, welfare and public safety of the City
including police, fire, public works, building inspections and issuance of permits, City
planning, libraries and recreation and parks under the authority of the City Charter.

Fiscal Year: July 1 to June 30

Fiscal Year 2024-2025 Budget: $12,897,408,000

Fiscal Year 2024-2025 Federal Award Expenditures: $784,544 000

Fiscal Year 2024-2025 Balance of Outstanding Loans of Federal

Funds under Community Development Block Grants Section 108 Loan Guarantee
Program: $42,874,000

Fiscal Year 2024-2025 Financial Audit: Completed

Fiscal Year 2024-2025 Single Audit: Completed

Federal Cognizant Agency for Audit: Department of Housing and Urban
Development

Auditor: Macias Gini & O’'Connell LLP

DEPARTMENT OF AIRPORTS

Responsible for the management, supervision and control of the City’s airports and
airport facilities. Controls its own funds, establishes its own budget and sets rates
subject to City Council review. Governed by a Board of Commissioners appointed
by the Mayor and confirmed by the City Council.

Fiscal Year: July 1 to June 30

Fiscal Year 2024-2025 Budget: $9,891,396,000

Fiscal Year 2024-2025 Federal Award Expenditures: $198,294,000

Fiscal Year 2024-2025 Financial Audit: Completed

Fiscal Year 2024-2025 Single Audit: Completed

Federal Cognizant Agency for Audit: Department of Transportation

Auditor: Baker Tilly US, LLP



STATUS OF THE FISCAL YEAR 2024-2025 SINGLE AUDIT
(Continued)

HARBOR DEPARTMENT

. Responsible for the management, supervision, and control of the Port of Los
Angeles. Provides for the needs of maritime commerce, navigation, and marine
recreations for the citizens of California. Constructs and maintains its own facilities
and controls its own funds in accordance with the Charter and State of California
Tidelands Trust. Governed by a Board of Commissioners appointed by the Mayor
and confirmed by the City Council.

) Fiscal Year: July 1 to June 30

) Fiscal Year 2024-2025 Budget: $2,623,106,000

) Fiscal Year 2024-2025 Federal Award Expenditures: $7,701,000

o Fiscal Year 2024-2025 Financial Audit. Completed

) Fiscal Year 2024-2025 Single Audit: Completed

) Federal Oversight Agency for Audit: Department of Transportation

. Auditor: Baker Tilly US, LLP






STATUS OF THE FISCAL YEAR 2024-2025 SINGLE AUDIT
(Continued)

DEPARTMENT OF WATER AND POWER

Responsible for supplying the City and its inhabitants with water and electric energy
by constructing, operating, and maintaining facilities located throughout the City and
Inyo and Mono counties. Governed by a Board of Commissioners appointed by the
Mayor and confirmed by the City Council. Controls its own funds, establishes its
own budget and sets rates, subject to City Council approval.

Fiscal Year: July 1 to June 30

Fiscal Year 2024-2025 Budget:
$3,707,911,000 (Water System)
$8,330,291,000 (Power System)

Fiscal Year 2024-2025 Federal Award Expenditures:
$ 32,046,000 (Water System)
$ 0 (Power System)
Fiscal Year 2024-2025 Financial Audit: Completed
Fiscal Year 2024-2025 Single Audit:
Water System: Completed
Power System: Not subject to Single Audit in Fiscal Year 2024-25

Federal Oversight Agencies for Audit:
Environmental Protection Agency (Water System)

Auditor: KPMG LLP
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Other Matter — Federal Expenditures Not Included in the Compliance Audit

The City’s basic financial statements include the operations of the Department of Airports
(Airports), the Department of Water and Power (DWP) Water System, and the Department of
Harbor (Harbor), which expended $198,294,000, $32,046,000, and $7,701,000, respectively, in
federal awards, which are not included in the City’s schedule of expenditures of federal awards
for the fiscal year ended June 30, 2025. Our compliance audit, described in the Opinion for Each
Major Federal Program, does not include the operations of Airports, DWP Water System, and
Harbor because these departments engaged other auditors to perform an audit of compliance.

Responsibilities of Management for Compliance

The City’s management is responsible for compliance with the requirements referred to above
and for the design, implementation, and maintenance of effective internal control over compliance
with the requirements of laws, statutes, regulations, rules and provisions of contracts or grant
agreements applicable to the City’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with
the compliance requirements referred to above occurred, whether due to fraud or error, and
express an opinion on the City’s compliance based on our audit. Reasonable assurance is a high
level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance
will always detect material noncompliance when it exists. The risk of not detecting material
noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Noncompliance with the compliance requirements referred to above is considered
material, if there is a substantial likelihood that, individually or in the aggregate, it would influence
the judgment made by a reasonable user of the report on compliance about the City’s compliance
with the requirements of each major federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the
Uniform Guidance, we:

s Exercise professional judgment and maintain professional skepticism throughout the audit.

* |dentify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the City’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the City’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances 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 the City’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.
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Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or 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. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor's Responsibilities for the Audit of Compliance section above and was not designed to
identify all deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies in internal control over compliance. Given these limitations, during our
audit we did not identify any deficiencies in internal control over compliance that we consider to
be material weaknesses, as defined above. However, material weaknesses or significant
deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, no such opinion is expressed.

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.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance,
Supplementary Schedule of Expenditures of Federal Awards and State Awards Granted by
California Department of Aging, and Community Services Block Grant Supplementary
Schedules of Revenue and Expenditures

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City as of and for
the fiscal year ended June 30, 2025, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements. We have issued our report thereon
dated January 29, 2026, which contained an unmodified opinion on those financial statements.
Our audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the basic financial statements. The accompanying schedule of expenditures
of federal awards, supplementary schedule of expenditures of federal awards and state awards
granted by California Department of Aging, and community services block grant supplementary
schedules of revenue and expenditures (Schedules) are presented for purposes of additional
analysis as required by the Uniform Guidance, the California Department of Aging, and the
California Department of Community Services and Development, respectively, and are not a
required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
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CITY OF LOS ANGELES
Notes to Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30, 2025

Reporting Entity for Single Audit

The City of Los Angeles, California (City) has defined its single audit reporting entity for
the purpose of this report, in accordance with Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (Uniform Guidance), as:

"Those Departments and Offices over which the Mayor and the City Council have direct
legislative, executive and budgetary control."

The Housing Authority of the City of Los Angeles is fiscally independent of the City and
therefore excluded from the City’s reporting entity under generally accepted accounting
principles and, accordingly, from its Single Audit reporting entity.

For the purpose of the Schedule of Expenditures of Federal Awards, the reporting entity
consists of the following City Departments and Offices:

Aging Employee Relations Board
Animal Services Office of Finance

Building and Safety Fire

Cannabis Regulation General Services

City Administrative Officer Los Angeles Housing

City Attorney Information Technology Agency
City Clerk Library

City Ethics Commission Mayor

Civil + Human Rights and Equity Neighborhood Empowerment
Community Investment for Families Personnel

Controller City Planning

Los Angeles City Tourism Police

Council Public Accountability

Cultural Affairs Public Works

Disability Recreation and Parks
Economic and Workforce Development Transportation

El Pueblo de Los Angeles Youth Development
Emergency Management Z0oo
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CITY OF LOS ANGELES
Notes to Schedule of Expenditures of Federal Awards (Continued)
Fiscal Year Ended June 30, 2025

Awards Received by Other City Departments and Entities

The federal award programs administered by the following City Departments and related
organization are not included in the Schedule of Expenditures of Federal Awards but have
separate independent single audits:

Federal Single Audit

Department/Agencies Cognizant/Oversight Agencies Auditors
Airports Department of Transportation Baker Tilly US, LLP
Harbor Department of Transportation Baker Tilly US, LLP
Housing Authority of Department of Housing and Berman Hopkins
the City of Los Angeles Urban Development Wright & Laham
CPAs & Associates,
LLP
Water and Power Environmental Protection Agency KPMG LLP
(Water System)

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (SEFA) presents the
activity of all federal award programs of the City Departments and Offices identified in
Note 1. All federal awards from the federal government and pass-through agencies are
included in the SEFA. The information in the SEFA is presented in accordance with the
requirements of the Uniform Guidance.

Summary of Significant Accounting Policies

Expenditures reported on the SEFA are reported on the modified accrual basis of
accounting, however, some amounts presented in this schedule are reported on a cash
basis, as described in Note 10. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may
or may not be allowable or may be limited as to reimbursement. Negative or credit
amounts on the SEFA represent an adjustment for amounts reported as expenditures in
the prior fiscal year.

The City has elected not to use the de minimis indirect cost rate allowed under the Uniform
Guidance, which is ten (10) percent for awards prior to October 1, 2024 and fifteen (15)
percent for awards on or after October 1, 2024.

Relationship to Federal Financial Reports

Amounts reported in the accompanying SEFA agree with the amounts reported in the
related federal financial reports.
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CITY OF LOS ANGELES
Notes to Schedule of Expenditures of Federal Awards (Continued)
Fiscal Year Ended June 30, 2025

Changes in Assistance Listing (AL) Numbers (No.)

AL Nos. 16.544, 21.003 and 97.090 are archived programs that are being retained to
report expenditures incurred or to show outstanding loans of these programs.

Major Federal Programs

Under the risk-based approach to determine major programs under the Uniform
Guidance, major programs of the City may have expenditures as low as $750,000 if the
program is considered to be of high risk. Level of risk is determined by the auditor's
judgment and guidelines contained in the Uniform Guidance.

Outstanding Loans of Federal Funds

The following is a summary of outstanding loans at cost by AL No. as of June 30, 2025.
The outstanding loan balances do not reflect an allowance for uncollectibles of
$803,183,000. The FY 2023-24 outstanding balance of AL No. 14.248 in the amount of
$47,182,000, for which the Federal Government imposed continuing compliance, was
included in the total expenditures in the accompanying SEFA. There were no new loans
issued during the year for AL No. 14.248.

Outstanding
Federal Balance as of

AL No. Grantor Administering City Department June 30, 2025
14.218 HUD Economic and Workforce $ 16,429,000

Development

Community Investment for Families 324,885,000

Housing 12,850,000

Subtotal for AL No. 14.218 354,164,000
14.228 HUD Housing 4,500,000
14.239 HUD Housing 922,453,000
14.241 HUD Housing 28,702,000
14.248 Economic and Workforce 42,874,000

Development
14.256 HUD Housing 47,672,000
14.Unknown HUD Housing 12,526,000
81.128 DOE Community Investment for Families 3,436,000

TOTAL $1,416,327,000
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CITY OF LOS ANGELES
Notes to Schedule of Expenditures of Federal Awards (Continued)
Fiscal Year Ended June 30, 2025

Coronavirus Disease 2019 (COVID-19)

On March 13, 2020, a presidential emergency was declared for all states, tribes, territories,
and the District of Columbia due to the ongoing Coronavirus Disease 2019 (COVID-19)
pandemic. The declaration made federal disaster grant public assistance available
through the Coronavirus Aid, Relief, and Economic Security (CARES) Act to the City and
to the State of California to supplement the City’s local recovery efforts. To assist in the
efforts to respond to COVID-19, the City received significant fiscal stimulus in federal
funds.

On April 22, 2020, the City received a CARES Act award of $694,405,000 from the U.S.
Department of the Treasury. The City is a prime recipient and received the direct payment
under section 601(b) of the Social Security Act. The accompanying SEFA includes
expenditures of CARES Act funds: AL No. 14.218 in the amount of $1,660,000; AL No.
14.231 in the amount of $1,731,000; AL No. 20.507 in the amount of $141,000 that: a)
were necessary expenditures incurred due to the public health emergency with respect to
COVID-19; b) were accounted for in the revised budget most recently approved as of July
1, 2024; and were incurred during the period July 1, 2024 through June 30, 2025. The
award’s period of performance ends on September 30, 2024. The City reviewed the
eligible CARES Act expenditures and reflected any FY 2023-24 expenditures adjustments
in the FY 2024-25 Single Audit Report due to the complexity of the federal guidance on
the CARES Act.

On December 27, 2020, the Coronavirus Response and Relief Supplemental
Appropriations Act, 2021 (CRRSAA) and the Consolidated Appropriations Act (CAA),
2021 were signed into law, to supplement the funding received under CARES. The
accompanying SEFA includes CRRSAA expenditures under AL No. 20.507 in the amount
of $17,250,000.

On March 11, 2021, the American Rescue Plan Act (ARPA) was signed into law to deliver
immediate and direct relief to individuals, families, states and local governments impacted
by the COVID-19 pandemic. In May of 2021, the City received the first portion of funding
from ARPA and the second tranche was received in June of 2022. The accompanying
SEFA includes expenditures of ARPA funds: AL No. 21.027 in the amount of $36,279,000;
AL No. 20.507 in the amount of $31,466,000 that: a) were necessary expenditures
incurred due to the public health emergency with respect to COVID-19; and b) were
incurred during the period July 1, 2024 through June 30, 2025. ARPA funding was also
used for COVID-19 Emergency Rental Assistance Program (ERAP) and began
distributions in July 2020. During FY 2024-25, the accompanying SEFA includes negative
expenditures of ERAP funds in the amount of $751,000 (AL No. 21.023) which represent
an adjustment for amounts reported as expenditures in prior years.
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CITY OF LOS ANGELES
Notes to Schedule of Expenditures of Federal Awards (Continued)
Fiscal Year Ended June 30, 2025

Disaster Grants AL No. 97.036

On March 22, 2020, the President declared a major disaster for the State of California in
relation to the coronavirus pandemic and issued FEMA-4482-DR. As a result of 4482-DR,
the City is eligible for reimbursement of eligible expenditures through the Federal
Emergency Management Agency (FEMA) Public Assistance (PA) Program for emergency
protective measures.

During the fiscal year ended June 30, 2025, the City received $207,708,000 and reported
this amount on the SEFA for FEMA-4482-DR under AL No. 97.036 on a cash basis. The
City has submitted its last claims to FEMA for the COVID-19 response. The City
anticipates receiving $10,411,000 by the end of FY 2025-26 (which includes $4,586,000
of management costs), and $8,020,000 by the end of FY 2026-27.

While the City is still in the process of assessing the overall financial impact of the Los
Angeles 2025 Wildfire, as of December 8, 2025 (most current estimate) the City estimates
approximately $227.0 million in costs to the City, which includes over $144.0 million in
damage or destruction to structures and equipment. These estimates are preliminary and
are expected to change as the damage assessment and recovery efforts continue. The
City expects to recover a significant portion of these costs from state and federal sources.

Water Infrastructure Finance and Innovation Act (WIFIA) Loans Payable

The City received funding through the WIFIA loan administered by the U.S. Environmental
Protection Agency. As of June 30, 2025, outstanding principal balance of the loan was
$66,666,000. The City had not drawn against the loan as of June 30, 2024. The City’s
SEFA reflects a total of $66,666,000 in federal expenditures under AL No. 66.958, of which
$32,185,000 represents costs incurred in prior fiscal years.
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CITY OF LOS ANGELES, CALIFORNIA
Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30, 2025

Section | - Summary of Auditor’s Results

(a)

(b)

Financial Statements

Type of report the auditor issued on whether the financial statements

audited were prepared in accordance with GAAP:

Internal control over financial reporting:
= Material weakness(es) identified?

= Significant deficiency(ies) identified?

Noncompliance material to the financial statements noted?
Federal Awards
Internal control over major federal programs:

= Material weakness(es) identified?

= Significant deficiency(ies) identified?

Type of auditor’s report issued on compliance for major
federal programs:

Unmodified for all major programs

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516 (a)?
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CITY OF LOS ANGELES, CALIFORNIA
Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 2025

Identification of major federal programs:

AL Number Name of Federal Program or Cluster

14.231 Emergency Solutions Grant Program

14.241 Housing Opportunities for Persons with
AIDS

15.504 Water Recycling and Desalination

Construction Programs

17.277 WIOA National Dislocated Worker Grants/
WIA National Emergency Grants

21.027 Coronavirus State and Local Fiscal
Recovery Funds

66.958 Water Infrastructure Finance and
Innovation (WIFIA)

93.041-93.045, 93.052-93.053 Aging Cluster

93.243 Substance Abuse and Mental Health
Services Projects of Regional and National
Significance

93.569 Community Services Block Grant

97.036 Disaster Grants - Public Assistance

(Presidentially Declared Disasters)

97.083 Staffing for Adequate Fire and Emergency
Response (SAFER)

Dollar threshold used to distinguish between type A and
type B programs: $3,000,000

Auditee qualified as a low-risk auditee? Yes
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CITY OF LOS ANGELES, CALIFORNIA
Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 2025

Section Il — Financial Statement Findings

Reference Number: 2025-001
Type of Finding: Significant Deficiency
Criteria:

IT general controls (ITGCs) are foundational controls applied to information systems to support
the reliability, integrity, and security of data and related processes. Effective ITGCs are essential
to maintaining an adequate system of internal control over financial reporting, as they have a
pervasive impact on the operation of application-level controls.

Condition:

We evaluated the design and implementation of ITGCs over three key financial reporting
applications: the Financial Management System (FMS) (general ledger), Workday (payroll), and
LATAX (taxes, licenses, fees, and permits).

As a result of our procedures, we identified five control deficiencies primarily related to Workday,
which was newly implemented in June 2024. These matters have been communicated to the
Information Technology Agency (ITA).

Due to the sensitive nature of these control deficiencies and the potential risk they pose to the
City’s information systems, detailed descriptions are not included in this report. Such details will
be communicated separately in a confidential report to the City Council .

Cause and Effect or Potential Effect:

The identified deficiencies were influenced by a combination of factors, including staffing
constraints, operational disruptions associated with the 2025 Los Angeles wildfires, and
challenges inherent in implementing a new enterprise system.

As a result, there is an increased risk that payroll data may not be complete or accurate, which
could lead to potential financial misstatements, as well as heightened exposure to compliance
and operational risks.

Recommendation:
Recommendations to address the identified deficiencies will be communicated in a separate
confidential report to the City Council.

Views of Responsible Officials:

The City’s corrective action plan will be communicated in a separate confidential report to the City
Council. The auditors will follow up on the City’'s implementation of its corrective action plan in the
next audit.
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CITY OF LOS ANGELES, CALIFORNIA
Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 2025

Section Il - Financial Statement Findings

Reference Number: 2025-002
Type of Finding: Significant Deficiency
Criteria:

Title 2 - Grants and Agreements. Subtitle A - Office of Management and Budget Guidance for
Grants and Agreements. Chapter |l - Office of Management and Budget Guidance. Part 200 -
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards. Subpart D - Post Federal Award Requirements. Standards for Financial and Program
Management. §200.303 Internal controls (2 CFR 200.303):

The non-Federal entity must:

(a) Establish, document, and maintain effective internal control over the Federal award that
provides reasonable assurance that the recipient or subrecipient is managing the Federal
award in compliance with Federal statutes, regulations, and the terms and conditions of the
Federal award. These internal controls should align with the guidance in “Standards for
Internal Control in the Federal Government” issued by the Comptroller General of the United
States or the “Internal Control-Integrated Framework” issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Title 2 - Grants and Agreements. Subtitle A - Office of Management and Budget Guidance for
Grants and Agreements. Chapter |l - Office of Management and Budget Guidance. Part 200 -
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards. Subpart F - Audit Requirements. §200.510 Financial statements (2 CFR 200.510):

(b) Schedule of expenditures of Federal awards. The auditee must also prepare a schedule
of expenditures of Federal awards for the period covered by the auditee's financial statements.
The schedule must include the total Federal awards expended as determined in accordance
with § 200.502. The auditee may choose to provide information requested by Federal
agencies or pass-through entities to make the schedule easier to use. For example, when a
Federal program has multiple Federal award years, the auditee may separately list the amount
of Federal awards expended for each year of a Federal award. The schedule must:

(3) Provide total Federal awards expended for each individual Federal program and
the Assistance Listings Number or other identifying number when the Assistance
Listings information is not available. For a cluster of programs also provide the total
for the cluster.

Condition:

The City of Los Angeles has a decentralized financial reporting process, which requires
departments to provide specific financial information to the City Controller department in order to
annually compile the Schedule of Expenditures of Federal Awards (SEFA). In its effort to
accurately prepare the SEFA in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit

30



CITY OF LOS ANGELES, CALIFORNIA
Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 2025

Requirements for Federal Awards (Uniform Guidance), the City Controller requires departments
to submit a SEFA package which includes checklist and questionnaire reviewed and approved by
the responsible personnel.

The Los Angeles Housing Department overstated the expenditures for Emergency Solutions
Grants Program (ALN 14.231) by $2,290,000 for the fiscal year ended June 30, 2025. The amount
represents expenditures for services incurred in fiscal year 2023 and 2024 and should have been
reported in the fiscal year 2023 and 2024 SEFA.

This is a repeat finding of 2024-001; however, the program with the identified error for fiscal year
2025 is different than the prior year.

Cause and Effect or Potential Effect:

The Los Angeles Housing Department was aware of its responsibility, however, due to delayed
submission of invoices by LAHSA, the department had limited information to accrual expenditures
in the appropriate fiscal year. The expenditures were incurred by LAHSA during the period from
July 1, 2023 through Sept 30, 2023; however, the reimbursement request was not submitted to
LAHD until September 24, 2024. As a result, LAHD did not have sufficient information to identify
or reasonably estimate these costs for accruals. Accordingly, the expenditures were recorded in
FY2025 when they became known and measurable.

The Los Angeles Housing Department reported expenditures of $6,460,000 was overstated by
$2,290,000 or 35%.

Recommendation:

The Los Angeles Housing Department should continue to evaluate existing processes and
controls related to its ability to properly report federal expenditures to the SEFA package, which
affords City Controller the ability to produce a SEFA pursuant to the Uniform Guidance.

Views of Responsible Officials and Corrective Action Plan:

The identified issue reflects a timing difference related to subrecipient reporting rather than a
failure of internal controls over federal award management. LAHD maintains processes to review,
validate, and approve subrecipient reimbursement requests before recording expenditure. In this
instance, LAHD did not receive the subrecipient’s request for reimbursement of expenditures
incurred in prior fiscal year until September 24, 2024. Accordingly, LAHD recorded the
expenditures in fiscal year 2025, when the information became available and determinable.The
expenditures were valid, allowable, and properly supported under the program, and there was no
impact on total program expenditures across periods. This issue is limited to the timing of
recognition in the SEFA.

To further enhance financial reporting accuracy and strengthen coordination with subrecipients,
LAHD will implement the following actions:

e Enhance Subrecipient Communication: Reimburse expectations with subrecipients
regarding timely submission of reimbursement requests, particularly around fiscal year-
end cutoff periods.

e Year-end Accrual Procedures: Implement additional procedures to evaluate potential
unsubmitted expenditures from subrecipient at fiscal year-end, including outreach and
estimation protocols where appropriate.

¢ Cutoff Review Controls: Strengthen review controls over SEFA preparation to include a
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CITY OF LOS ANGELES, CALIFORNIA
Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 2025

formal assessment of subsequent reimbursement requests that may relate to prior fiscal
periods.

These enhancements are intended to improve cutoff precision while recognizing the
inherent dependency on subrecipient reporting timelines.

Person responsible:

Name: Carrie Hu Name: Lorena Sanchez
Title: Departmental Chief Accountant IV Title: Assistant Chief Grants Administrator
Telephone No. 213-840-5079 Telephone No. 213-272-1440

Anticipated implementation date:
Effective immediately

Section lll — Federal Award Findings and Questioned Costs

None reported.
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CITY OF LOS ANGELES, CALIFORNIA
Summary Schedule of Prior Audit Findings
Fiscal Year Ended June 30, 2025

EINANCIAL STATEMENT FINDINGS:

2014-001 Risk Assessment over Financial Reporting (Material Weakness)
1. Control Environment and Risk Assessment

Condition

The City does not have a comprehensive risk assessment process over external financial
reporting.

Due to the risks associated with the decentralized nature of the City, in 2008, the City Controller
identified and issued a report titled “Evaluation of Citywide Risk Management Functions” related
to the lack of risk assessment within the City.

The report recommended that the City establish an organizational and governance structure for
an enterprise risk management model (ERM). The report further recommended that the City be
responsible for implementing a risk assessment framework similar to that mentioned in the Green
Book.

As of fiscal year 2014, an ERM or risk assessment framework over external financial reporting
has not yet been implemented.

Recommendation

We recommend that the City adopt a process for financial statement risk assessment to ensure
that adequate controls over external financial reporting exist.

2. Control Activities and Monitoring
Condition

The City has not established a comprehensive assessment of risks over external financial
reporting. In the absence of a risk assessment, the City has not identified the critical controls to
ensure compliance with external financial reporting requirements nor have these critical controls
been monitored on a regular basis.

The City’s current control activities, while necessary, emphasize risks primarily at thetransaction
level rather than at the external financial reporting level. The transaction level reporting and
monitoring includes Demand Audit for payments, Funds and Appropriations for budgetary
controls, and the Audit Division for departmental controls. As the City is decentralized, individual
City departments’ internal control processes are significantly relied upon for accurate external
financial reporting.
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CITY OF LOS ANGELES, CALIFORNIA
Summary Schedule of Prior Audit Findings (Continued)
Fiscal Year Ended June 30, 2025

The lack of controls over external financial reporting resulted in certain inconsistencies by various
departments in the preparation of financial information used in preparing the City’s basic financial
statements included in its ACFR resulting in misstatements, such as misclassifications of financial
statement elements, and misapplications of GAAP. As an example, the reversion worksheets
prepared at the department level to reclassify expenditures initially recorded in the General Fund
to the proper funds add an extra element of complexity to the financial reporting process. Since
these reversion worksheets are based on both budgeted and actual expenditures, there is an
increased risk that the consolidation process for external financial reporting may contain errors.
This is further complicated by the City’s multiple proprietary IT systems (PaySR, LATAX, and
SMS) that interface with the City’'s Financial Management System (FMS), which is then
summarized in a Microsoft Access database used by the Controller’'s Office to prepare the City's
ACFR.

Recommendation

The City should design and implement a system of internal controls over external financial
reporting. The system of internal controls should include: 1) implementation of a risk assessment
over external financial reporting; 2) design and implementation of controls over critical risk areas
identified; 3) monitoring of stated controls; and 4) periodic re-evaluations of risks and controls.

Current Year Management Response

The status of the non-responding departments (e.g., Mayor, City Attorney, several Council
Offices) remains unchanged and the City Attorney's Office continues to opine that the City Charter
prevents the Controller from conducting performance audits of programs situated in elected
offices. Our Office is actively working with the Charter Reform Commission to clarify the language
in the City Charter and remove any oversight barriers.

In addition, the results from the FY24-25 Citywide Internal Control Self-Assessment have been
incorporated into the planning/risk assessment phases at the outset of each audit project. Audit
teams are required to review departmental responses/risks from the self-assessment and
determine whether those risks are relevant to the scope of the audit. As needed, areas of concern
from the self-assessment are incorporated into development of audit objectives and testing
methodology.

Current Status as of June 30, 2025

Partially implemented.
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CITY OF LOS ANGELES, CALIFORNIA
Summary Schedule of Prior Audit Findings (Continued)
Fiscal Year Ended June 30, 2025

2024-001 SEFA Preparation (Significant Deficiency)
Condition

The City of Los Angeles has a decentralized financial reporting process, which requires
departments to provide specific financial information to the City Controller department in order to
annually compile the Schedule of Expenditures of Federal Awards (SEFA). In its effort to
accurately prepare the SEFA in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance), the City Controller requires departments
to submit a SEFA package which includes checklist and questionnaire reviewed and approved by
the responsible personnel. The Department of Transportation (DOT) overstated the expenditures
for Federal Transit Cluster (ALN 20.507) by $5,948,000 for the fiscal year ended June 30, 2024.
The amount represents expenditures for services incurred in July 2025.

Recommendation

DOT should continue to evaluate existing processes and controls related to its ability to properly
report federal expenditures to the SEFA package, which affords City Controller the ability to
produce a SEFA pursuant to the Uniform Guidance.

Current Year Management Response

Department of Transportation has implemented corrective action #1, which involved hiring an
accountant in October 2024. However, this employee departed the department on June 28, 2025.
Additionally, corrective action plans for items #2, #3, and #4 have been implemented.

Current Status as of June 30, 2025

The finding was corrected for the department and program error identified in the fiscal year 2024

SEFA; however, we noted a similar finding for another program in fiscal year 2025. See current
finding 2025-002.
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Summary Schedule of Prior Audit Findings (Continued)
Fiscal Year Ended June 30, 2025

FEDERAL AWARD FINDINGS:

2021-001 Noncompliance with Subrecipient Monitoring — Material Noncompliance and
Material Weakness

AL Nos. 93.041, 93.042, 93.043, 93.044, 93.045, 93.052, and 93.053 — Special Programs for
the Aging, CARES Act — Special Programs for the Aging, FFCRA - Special Programs for
the Aging, National Family Caregiver Support, CARES Act — National Family Caregiver
Support, and Nutrition Services Incentive Program (Aging Cluster)

Condition

We selected nine (9) subrecipients with active contracts during FY 20-21 and noted that LADOA
did not perform on-site monitoring over the subrecipients federal funding during FY 20-21.

Recommendation

We recommend that LADOA evaluate resources and obstacles impeding the City’s ability to
perform subrecipient monitoring in accordance with its prescribed program and develop and
implement solutions to comply with subrecipient monitoring requirements. LADOA should
consider reorganizing staffing roles and responsibilities to create capacity, revising the monitoring
program and outsourcing monitoring to independent contractors.

Current Year Management Response

The Los Angeles Department of Aging (LADOA) has been significantly understaffed over the past
several years and, more acutely, during the fiscal year in which the audit was conducted. These
vacancies limited the Program Management Division’'s (PMD) capacity to conduct on-site
monitoring throughout Fiscal Year 2024-25.

The Department has prioritized filling these PMD roles, which are essential for the effective
oversight of diverse program services. Now fully staffed, the Department is better positioned to
meet State monitoring requirements. This full staffing also allows the PMD Supervisor to resume
direct oversight and compliance strategy, tasks that were previously compromised by the
Director's coverage of operational duties such as contract execution and invoicing.

Further, we feel optimistic that moving forward, the consolidation of LADOA, the Community
Investment for Families Department (CIFD), Youth Development Department (YDD), and the
Economic and Workforce Development Department (EWDD) will strengthen the administrative
capacity of the newly formed Community Investment Department by streamlining and
modernizing monitoring policies and procedures, standardizing compliance practices, and
leveraging additional staff expertise and resources. This new department will revamp existing
oversight processes, provide enhanced technical assistance to service providers, and implement
cross-training for staff to ensure consistent application of federal, State, and local regulatory
requirements. The development and implementation of new and updated policies and procedures
will further support compliance with all applicable federal regulations, improve operational
efficiency, and allow the PMD unit to focus more effectively on managing and monitoring senior
service programs and providers.
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Summary Schedule of Prior Audit Findings (Continued)
Fiscal Year Ended June 30, 2025
2021-004 Noncompliance with Reporting - Noncompliance and Significant Deficiency
AL No. 93.558 - Temporary Assistance for Needy Families (TANF)

Condition

We noted that EWDD submitted the following reports after the due dates.

Report Type Grant | Period Covered Due Date Date Number of
Code Submitted | Days Late
Financial Report | TANF February 2021 3/10/2021 3/13/2021 3
Financial Report | TANF | November 2020 | 12/10/2020 | 12/24/2020 14
Recommendation

We recommend that EWDD review workflow priorities and evaluate resource needs to ensure all
reports are submitted timely. When a report cannot be submitted by the due date, EWDD should
contact its grantor, request an extension, and maintain a record of the correspondence and
approval.

Current Year Management Response

CLAEWDD requested for another extension on August 21, 2024 because of technical issues we
had at the time of submission and it was approved by DEO on the same day. However, on August
23, 2024, we were not able to submit all our closeouts because the WORKS system won't let us
submit not until the latest Cash Fund Request is approved to final. We informed DEO about this
and they acknowledged that they still have to approve the previous Cash Fund Requests from
their end before we can submit our closeout reports. We continue to strive to submit closeout
reports to the DEO on or before the due date for submission. If we won’t be able to meet it due to
unavoidable circumstances, then we will request again for another extension and will keep a proof
of approved time extension.

Current Status as of June 30, 2025

Partially Implemented.
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Summary Schedule of Prior Audit Findings (Continued)
Fiscal Year Ended June 30, 2025

2022-001 Noncompliance with Subrecipient Monitoring — Material Noncompliance and
Material Weakness

AL Nos. 93.041, 93.042, 93.043, 93.044, 93.045, 93.052, and 93.053 — Special Programs for
the Aging, CARES Act — Special Programs for the Aging, CAA — Special Programs for the
Aging, FFCRA — Special Programs for the Aging, National Family Caregiver Support,
CARES Act — National Family Caregiver Support, and Nutrition Services Incentive Program
(Aging Cluster)

Condition

We selected seven (7) subrecipients with active contracts during FY 21-22 and noted that for 1
subrecipient LADOA did not perform on-site monitoring during FY 21-22. For the other six (6)
subrecipients, we noted that while LADOA conducted the on-site monitoring visit during FY 21-
22, the reports were either not completed or not finalized until after June 30, 2022.

Recommendation

We recommend that LADOA evaluate resources and obstacles impeding the City from performing
subrecipient monitoring in accordance with its prescribed program and develop and implement
solutions to comply with the subrecipient monitoring requirements. Consider reorganizing staffing
roles and responsibilities to create capacity, revising monitoring program and outsourcing
monitoring to independent contractors.

Current Year Management Response

The Los Angeles Department of Aging (LADOA) has been significantly understaffed over the past
several years and, more acutely, during the fiscal year in which the audit was conducted. These
vacancies limited the Program Management Division’'s (PMD) capacity to conduct on-site
monitoring throughout Fiscal Year 2024-25.

The Department has prioritized filling these PMD roles, which are essential for the effective
oversight of diverse program services. Now fully staffed, the Department is better positioned to
meet State monitoring requirements. This full staffing also allows the PMD Supervisor to resume
direct oversight and compliance strategy, tasks that were previously compromised by the
Director's coverage of operational duties such as contract execution and invoicing.

Further, we feel optimistic that moving forward, the consolidation of LADOA, the Community
Investment for Families Department (CIFD), Youth Development Department (YDD), and the
Economic and Workforce Development Department (EWDD) will strengthen the administrative
capacity of the newly formed Community Investment Department by streamlining and
modernizing monitoring policies and procedures, standardizing compliance practices, and
leveraging additional staff expertise and resources. This new department will revamp existing
oversight processes, provide enhanced technical assistance to service providers, and implement
cross-training for staff to ensure consistent application of federal, State, and local regulatory
requirements. The development and implementation of new and updated policies and procedures
will further support compliance with all applicable federal regulations, improve operational
efficiency, and allow the PMD unit to focus more effectively on managing and monitoring senior
service programs and providers.
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Recommendation

We recommend that EWDD review workflow priorities and evaluate resource needs to ensure all
reports are submitted timely. When a report cannot be submitted by the due date, EWDD should
contact its grantor, request an extension, and maintain a record of the correspondence and
approval.

Current Year Management Response

In our previous response, we mentioned the anticipated implementation/corrective action plan
was started on May 2024 and we have been continuing this practice since then. One of the
reasons why the reports were not submitted on time is that the cash refund request should be
approved first to final status by DEO. Our reports were ready but we can only submit each one
when the latest was already approved. Another reason is the delay in the submission and approval
of budget. It took five months to have the budget were approved in the WORKS before we were
able to submit our July to November 2024 reports.

Current Status as of June 30, 2025

Partially Implemented.
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