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March 5. 2019

RECEIVED

Z0I9 m'5 ̂  y-

OFFICE OF THE
COUNTY CLERK

The Honorable Kelly T. King, Chair
and Members of the Council

County of Maui
Wailuicu, Hawaii 96793

Dear Chair King and Members;

SUBJECT: COUNTY OF MAUI SINGLE AUDIT REPORT,

MANAGEMENT ADVISORY REPORT, AND REQUIRED

AUDITOR'S COMMUNICATION LETTER

We have received the County of Maui Single Audit Report, Management Advisory Report,
and required Communication Letter for the Fiscal Year Ended June 30, 2018, submitted by N&K
CPAs, Inc., the County's contractor.

Transmitted are 19 copies of the reports and letter.

May 1 request that the reports be referred to the appropriate standing committee for
discussion and action.

Sincerely,

LANCE T. TAGUCHI

County Auditor

i:\tlnanciai audil\lye2018\190305amc01_single.docx:cs

Enclosures

COUNTY COMMUNICATION NO.
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HZ _SP 8Z`YNTW 8SLT]'
LYO BPXMP]^ ZQ _SP 8Z`YNTW

8Z`Y_d ZQ BL`T
KLTW`V`' BL`T' >LbLTiT

KP SLaP NZX[WP_PO Z`] QTYLYNTLW L`OT_ ZQ _SP ML^TN QTYLYNTLW ^_L_PXPY_^ LYO Z_SP]
^`[[WPXPY_L]d TYQZ]XL_TZY ZQ _SP 8Z`Y_d ZQ BL`T' G_L_P ZQ >LbLTiT %_SP 8Z`Y_d&' L^ ZQ LYO
QZ] _SP QT^NLW dPL] PYOPO @`YP -*' ,*+2) D`] ]P[Z]_ NZY_LTYTYR Z`] Z[TYTZY^ ZY _SZ^P ML^TN
QTYLYNTLW ^_L_PXPY_^ T^ TYNW`OPO TY _SP 8Z`Y_dh^ Comprehensive Annual Financial Report)
KP ^`MXT_ SP]PTY Z`] ]P[Z]_^ ZY _SP 8Z`Y_dh^ TY_P]YLW NZY_]ZW ZaP] QTYLYNTLW ]P[Z]_TYR LYO
ZY NZX[WTLYNP' _SP 8Z`Y_dh^ NZX[WTLYNP bT_S ]P\`T]PXPY_^ _SL_ NZ`WO SLaP L OT]PN_ LYO
XL_P]TLW PQQPN_ ZY PLNS ZQ T_^ XLUZ] QPOP]LW []ZR]LX^ LYO TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP'
LYO Z`] ]P[Z]_ ZY _SP ^NSPO`WP ZQ Pc[PYOT_`]P^ ZQ QPOP]LW LbL]O^)

@2;53E9G5D @6 E85 1F49E

HSP []TXL]d [`][Z^P ZQ Z`] L`OT_ bL^ _Z QZ]X Z[TYTZY^ ZY _SP QLT]YP^^ ZQ _SP []P^PY_L_TZY
ZQ _SP 8Z`Y_dh^ ML^TN QTYLYNTLW ^_L_PXPY_^ L^ ZQ LYO QZ] _SP QT^NLW dPL] PYOPO @`YP -*'
,*+2' LYO _Z NZX[Wd bT_S _SP ]P\`T]PXPY_^ ZQ HT_WP , I)G) Code of Federal Regulations EL]_
,**' Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards %IYTQZ]X =`TOLYNP&' bSTNS P^_LMWT^SP^ L`OT_ ]P\`T]PXPY_^ QZ] ^_L_P LYO
WZNLW RZaP]YXPY_^ _SL_ ]PNPTaP QPOP]LW QTYLYNTLW L^^T^_LYNP) BZ]P ^[PNTQTNLWWd' _SP ZMUPN_TaP^
ZQ _SP L`OT_ bP]P L^ QZWWZb^4

+) HZ []ZaTOP L ML^T^ QZ] LY Z[TYTZY ZY _SP QLT]YP^^ ZQ _SP []P^PY_L_TZY ZQ _SP
8Z`Y_dh^ QTYLYNTLW ^_L_PXPY_^)

,) HZ ]P[Z]_ ZY TY_P]YLW NZY_]ZW ZaP] QTYLYNTLW ]P[Z]_TYR LYO NZX[WTLYNP bT_S
[]ZaT^TZY^ ZQ WLb^' ]PR`WL_TZY^' NZY_]LN_^' LYO R]LY_ LR]PPXPY_^'
YZYNZX[WTLYNP bT_S bSTNS NZ`WO SLaP L OT]PN_ LYO XL_P]TLW PQQPN_ ZY _SP
OP_P]XTYL_TZY ZQ QTYLYNTLW ^_L_PXPY_ LXZ`Y_^ TY LNNZ]OLYNP bT_S Government
Auditing Standards.

-) HZ ]P[Z]_ ZY TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP ]PWL_PO _Z XLUZ] QPOP]LW []ZR]LX^
LYO LY Z[TYTZY ZY NZX[WTLYNP bT_S QPOP]LW ^_L_`_P^' ]PR`WL_TZY^' LYO _SP _P]X^
LYO NZYOT_TZY^ ZQ QPOP]LW LbL]O^ _SL_ NZ`WO SLaP L OT]PN_ LYO XL_P]TLW PQQPN_ ZY
PLNS XLUZ] QPOP]LW []ZR]LX TY LNNZ]OLYNP bT_S _SP GTYRWP 6`OT_ 6N_
6XPYOXPY_^ ZQ +330 LYO _SP IYTQZ]X =`TOLYNP)
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Ea^ MaPU` cM_ \Q^R[^YQP UZ MOO[^PMZOQ cU`T MaPU`UZS _`MZPM^P_ SQZQ^MXXe MOOQ\`QP UZ `TQ
JZU`QP H`M`Q_ [R 6YQ^UOM M_ \^Q_O^UNQP Ne `TQ 6YQ^UOMZ ?Z_`U`a`Q [R 8Q^`URUQP FaNXUO
6OO[aZ`MZ`_4 Government Auditing Standards% U__aQP Ne `TQ 8[Y\`^[XXQ^ =QZQ^MX [R `TQ
JZU`QP H`M`Q_4 MZP `TQ \^[bU_U[Z_ [R `TQ JZUR[^Y =aUPMZOQ' ITQ _O[\Q [R [a^ MaPU` UZOXaPQP
MZ QdMYUZM`U[Z [R `TQ `^MZ_MO`U[Z_ MZP MOO[aZ`UZS ^QO[^P_ [R `TQ 8[aZ`e R[^ `TQ RU_OMX eQM^
QZPQP @aZQ ,)% +)*1'
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ITU_ ^Q\[^` U_ \^Q_QZ`QP UZ RUbQ \M^`_ M_ R[XX[c_3

p FM^` ? & Ea^ ^Q\[^` [Z UZ`Q^ZMX O[Z`^[X [bQ^ RUZMZOUMX ^Q\[^`UZS MZP [Z
O[Y\XUMZOQ MZP [`TQ^ YM``Q^_'

p FM^` ?? & Ea^ ^Q\[^` [Z O[Y\XUMZOQ R[^ QMOT YMV[^ RQPQ^MX \^[S^MY MZP [Z
UZ`Q^ZMX O[Z`^[X [bQ^ O[Y\XUMZOQ4 MZP ^Q\[^` [Z `TQ _OTQPaXQ [R
Qd\QZPU`a^Q_ [R RQPQ^MX McM^P_ ^Q]aU^QP Ne `TQ JZUR[^Y
=aUPMZOQ'

p FM^` ??? & ITQ _OTQPaXQ [R RUZPUZS_ MZP ]aQ_`U[ZQP O[_`_'

p FM^` ?K & ITQ O[^^QO`UbQ MO`U[Z \XMZ'

p FM^` K & ITQ _aYYM^e _OTQPaXQ [R \^U[^ MaPU` RUZPUZS_'

LQ cU_T `[ Qd\^Q__ [a^ _UZOQ^Q M\\^QOUM`U[Z R[^ `TQ QdOQXXQZ` O[[\Q^M`U[Z MZP M__U_`MZOQ
Qd`QZPQP Ne `TQ _`MRR [R `TQ 8[aZ`e'
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FP[Z]_ ZY ?Y_P]YLW 8ZY_]ZW DaP] <TYLYNTLW FP[Z]_TYR LYO ZY
8ZX[WTLYNP LYO D_SP] BL__P]^ 7L^PO ZY LY 6`OT_ ZQ <TYLYNTLW
G_L_PXPY_^ EP]QZ]XPO TY 6NNZ]OLYNP bT_S Government Auditing
Standards / ( 0
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FP[Z]_ ZY 8ZX[WTLYNP QZ] ;LNS BLUZ] <POP]LW E]ZR]LX5 FP[Z]_
ZY ?Y_P]YLW 8ZY_]ZW ZaP] 8ZX[WTLYNP5 LYO FP[Z]_ ZY GNSPO`WP ZQ
;c[PYOT_`]P^ ZQ <POP]LW 6bL]O^ FP\`T]PO Md _SP IYTQZ]X
=`TOLYNP 2 ( +*

GNSPO`WP ZQ ;c[PYOT_`]P^ ZQ <POP]LW 6bL]O^ ++ ( +1

CZ_P^ _Z GNSPO`WP ZQ ;c[PYOT_`]P^ ZQ <POP]LW 6bL]O^ +2
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G_L_`^ FP[Z]_ -/ ( -0
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HZ _SP 8Z`YNTW 8SLT]'
LYO BPXMP]^ ZQ _SP 8Z`YNTW

8Z`Y_d ZQ BL`T
KLTW`V`' BL`T' >LbLTiT

KP SLaP L`OT_PO' TY LNNZ]OLYNP bT_S _SP L`OT_TYR ^_LYOL]O^ RPYP]LWWd LNNP[_PO TY _SP
IYT_PO G_L_P^ ZQ 6XP]TNL LYO _SP ^_LYOL]O^ L[[WTNLMWP _Z QTYLYNTLW L`OT_^ NZY_LTYPO TY
Government Auditing Standards T^^`PO Md _SP 8ZX[_]ZWWP] =PYP]LW ZQ _SP IYT_PO
G_L_P^' _SP QTYLYNTLW ^_L_PXPY_^ ZQ _SP RZaP]YXPY_LW LN_TaT_TP^' _SP M`^TYP^^(_d[P
LN_TaT_TP^' PLNS XLUZ] Q`YO' LYO _SP LRR]PRL_P ]PXLTYTYR Q`YO TYQZ]XL_TZY ZQ _SP 8Z`Y_d
ZQ BL`T' G_L_P ZQ >LbLTiT %_SP 8Z`Y_d& L^ ZQ LYO QZ] _SP QT^NLW dPL] PYOPO @`YP -*' ,*+2'
LYO _SP ]PWL_PO YZ_P^ _Z _SP QTYLYNTLW ^_L_PXPY_^' bSTNS NZWWPN_TaPWd NZX[]T^P _SP
8Z`Y_dh^ ML^TN QTYLYNTLW ^_L_PXPY_^' LYO SLaP T^^`PO Z`] ]P[Z]_ _SP]PZY OL_PO
9PNPXMP] ,+' ,*+2)

9X^O\XKV 3YX^\YV @`O\ 6SXKXMSKV COZY\^SXQ

?Y [WLYYTYR LYO [P]QZ]XTYR Z`] L`OT_ ZQ _SP QTYLYNTLW ^_L_PXPY_^' bP NZY^TOP]PO _SP
8Z`Y_dh^ TY_P]YLW NZY_]ZW ZaP] QTYLYNTLW ]P[Z]_TYR %TY_P]YLW NZY_]ZW& _Z OP_P]XTYP _SP L`OT_
[]ZNPO`]P^ _SL_ L]P L[[]Z[]TL_P TY _SP NT]N`X^_LYNP^ QZ] _SP [`][Z^P ZQ Pc[]P^^TYR Z`]
Z[TYTZY^ ZY _SP QTYLYNTLW ^_L_PXPY_^' M`_ YZ_ QZ] _SP [`][Z^P ZQ Pc[]P^^TYR LY Z[TYTZY
ZY _SP PQQPN_TaPYP^^ ZQ _SP 8Z`Y_dh^ TY_P]YLW NZY_]ZW) 6NNZ]OTYRWd' bP OZ YZ_ Pc[]P^^ LY
Z[TYTZY ZY _SP PQQPN_TaPYP^^ ZQ _SP 8Z`Y_dh^ TY_P]YLW NZY_]ZW)

D`] NZY^TOP]L_TZY ZQ TY_P]YLW NZY_]ZW bL^ QZ] _SP WTXT_PO [`][Z^P OP^N]TMPO TY _SP
[]PNPOTYR [L]LR]L[S LYO bL^ YZ_ OP^TRYPO _Z TOPY_TQd LWW OPQTNTPYNTP^ TY TY_P]YLW NZY_]ZW
_SL_ XTRS_ MP XL_P]TLW bPLVYP^^P^ Z] ^TRYTQTNLY_ OPQTNTPYNTP^ LYO _SP]PQZ]P' XL_P]TLW
bPLVYP^^P^ Z] ^TRYTQTNLY_ OPQTNTPYNTP^ XLd PcT^_ _SL_ SLaP YZ_ MPPY TOPY_TQTPO) >ZbPaP]'
L^ OP^N]TMPO TY _SP LNNZX[LYdTYR ^NSPO`WP ZQ QTYOTYR^ LYO \`P^_TZYPO NZ^_^' bP OTO
TOPY_TQd NP]_LTY OPQTNTPYNTP^ TY TY_P]YLW NZY_]ZW _SL_ bP NZY^TOP] _Z MP XL_P]TLW
bPLVYP^^P^ LYO ^TRYTQTNLY_ OPQTNTPYNTP^)
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HZ _SP 8Z`YNTW 8SLT]'
LYO BPXMP]^ ZQ _SP 8Z`YNTW

8Z`Y_d ZQ BL`T
KLTW`V`' BL`T' >LbLTiT

COZY\^ YX 3YWZVSKXMO PY\ 5KMR >KTY\ 6ONO\KV A\YQ\KW

KP SLaP L`OT_PO _SP 8Z`Y_d ZQ BL`T' G_L_P ZQ >LbLTiTh^ %_SP 8Z`Y_d& NZX[WTLYNP bT_S
_SP _d[P^ ZQ NZX[WTLYNP ]P\`T]PXPY_^ OP^N]TMPO TY _SP OMB Compliance Supplement
_SL_ NZ`WO SLaP L OT]PN_ LYO XL_P]TLW PQQPN_ ZY PLNS ZQ _SP 8Z`Y_dh^ XLUZ] QPOP]LW
[]ZR]LX^ QZ] _SP QT^NLW dPL] PYOPO @`YP -*' ,*+2) HSP 8Z`Y_dh^ XLUZ] QPOP]LW []ZR]LX^
L]P TOPY_TQTPO TY _SP ^`XXL]d ZQ L`OT_Z]h^ ]P^`W_^ ^PN_TZY ZQ _SP LNNZX[LYdTYR ^NSPO`WP
ZQ QTYOTYR^ LYO \`P^_TZYPO NZ^_^)

>KXKQOWOX^d] CO]ZYX]SLSVS^c

BLYLRPXPY_ T^ ]P^[ZY^TMWP QZ] NZX[WTLYNP bT_S QPOP]LW ^_L_`_P^' ]PR`WL_TZY^' LYO _SP
_P]X^ LYO NZYOT_TZY^ ZQ T_^ QPOP]LW LbL]O^ L[[WTNLMWP _Z T_^ QPOP]LW []ZR]LX^)

1_NS^Y\d] CO]ZYX]SLSVS^c

D`] ]P^[ZY^TMTWT_d T^ _Z Pc[]P^^ LY Z[TYTZY ZY NZX[WTLYNP QZ] PLNS ZQ _SP 8Z`Y_dh^ XLUZ]
QPOP]LW []ZR]LX^ ML^PO ZY Z`] L`OT_ ZQ _SP _d[P^ ZQ NZX[WTLYNP ]P\`T]PXPY_^ ]PQP]]PO
_Z LMZaP) KP NZYO`N_PO Z`] L`OT_ ZQ NZX[WTLYNP TY LNNZ]OLYNP bT_S L`OT_TYR ^_LYOL]O^
RPYP]LWWd LNNP[_PO TY _SP IYT_PO G_L_P^ ZQ 6XP]TNL5 _SP ^_LYOL]O^ L[[WTNLMWP _Z QTYLYNTLW
L`OT_^ NZY_LTYPO TY Government Auditing Standards' T^^`PO Md _SP 8ZX[_]ZWWP] =PYP]LW
ZQ _SP IYT_PO G_L_P^5 LYO _SP L`OT_ ]P\`T]PXPY_^ ZQ HT_WP , I)G) Code of Federal
Regulations EL]_ ,**' Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards %IYTQZ]X =`TOLYNP&) HSZ^P ^_LYOL]O^ LYO _SP
IYTQZ]X =`TOLYNP ]P\`T]P _SL_ bP [WLY LYO [P]QZ]X _SP L`OT_ _Z ZM_LTY ]PL^ZYLMWP
L^^`]LYNP LMZ`_ bSP_SP] YZYNZX[WTLYNP bT_S _SP _d[P^ ZQ NZX[WTLYNP ]P\`T]PXPY_^
]PQP]]PO _Z LMZaP _SL_ NZ`WO SLaP L OT]PN_ LYO XL_P]TLW PQQPN_ ZY L XLUZ] QPOP]LW
[]ZR]LX ZNN`]]PO) 6Y L`OT_ TYNW`OP^ PcLXTYTYR' ZY L _P^_ ML^T^' PaTOPYNP LMZ`_ _SP
8Z`Y_dh^ NZX[WTLYNP bT_S _SZ^P ]P\`T]PXPY_^ LYO [P]QZ]XTYR ^`NS Z_SP] []ZNPO`]P^ L^
bP NZY^TOP]PO YPNP^^L]d TY _SP NT]N`X^_LYNP^)
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<!8 3>1G$ 7FE&
133=B<A1<A@ H 3=<@B9A1<A@

KP MPWTPaP _SL_ Z`] L`OT_ []ZaTOP^ L ]PL^ZYLMWP ML^T^ QZ] Z`] Z[TYTZY ZY NZX[WTLYNP QZ]
PLNS XLUZ] QPOP]LW []ZR]LX) >ZbPaP]' Z`] L`OT_ OZP^ YZ_ []ZaTOP L WPRLW OP_P]XTYL_TZY
ZQ _SP 8Z`Y_dh^ NZX[WTLYNP)

@ZSXSYX YX 5KMR >KTY\ 6ONO\KV A\YQ\KW

?Y Z`] Z[TYTZY' _SP 8Z`Y_d NZX[WTPO' TY LWW XL_P]TLW ]P^[PN_^' bT_S _SP _d[P^ ZQ
NZX[WTLYNP ]P\`T]PXPY_^ ]PQP]]PO _Z LMZaP _SL_ NZ`WO SLaP L OT]PN_ LYO XL_P]TLW PQQPN_
ZY PLNS ZQ T_^ XLUZ] QPOP]LW []ZR]LX^ QZ] _SP QT^NLW dPL] PYOPO @`YP -*' ,*+2)

COZY\^ YX 9X^O\XKV 3YX^\YV Y`O\ 3YWZVSKXMO

BLYLRPXPY_ ZQ _SP 8Z`Y_d T^ ]P^[ZY^TMWP QZ] P^_LMWT^STYR LYO XLTY_LTYTYR PQQPN_TaP
TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP bT_S _SP _d[P^ ZQ NZX[WTLYNP ]P\`T]PXPY_^ ]PQP]]PO _Z
LMZaP) ?Y [WLYYTYR LYO [P]QZ]XTYR Z`] L`OT_ ZQ NZX[WTLYNP' bP NZY^TOP]PO _SP 8Z`Y_dh^
TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP bT_S _SP _d[P^ ZQ ]P\`T]PXPY_^ _SL_ NZ`WO SLaP L OT]PN_
LYO XL_P]TLW PQQPN_ ZY PLNS XLUZ] QPOP]LW []ZR]LX _Z OP_P]XTYP _SP L`OT_TYR []ZNPO`]P^
_SL_ L]P L[[]Z[]TL_P TY _SP NT]N`X^_LYNP^ QZ] _SP [`][Z^P ZQ Pc[]P^^TYR LY Z[TYTZY ZY
NZX[WTLYNP QZ] PLNS XLUZ] QPOP]LW []ZR]LX LYO _Z _P^_ LYO ]P[Z]_ ZY TY_P]YLW NZY_]ZW
ZaP] NZX[WTLYNP TY LNNZ]OLYNP bT_S _SP IYTQZ]X =`TOLYNP' M`_ YZ_ QZ] _SP [`][Z^P ZQ
Pc[]P^^TYR LY Z[TYTZY ZY _SP PQQPN_TaPYP^^ ZQ TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP)
6NNZ]OTYRWd' bP OZ YZ_ Pc[]P^^ LY Z[TYTZY ZY _SP PQQPN_TaPYP^^ ZQ _SP 8Z`Y_dh^ TY_P]YLW
NZY_]ZW ZaP] NZX[WTLYNP)

6 deficiency in internal control over compliance PcT^_^ bSPY _SP OP^TRY Z] Z[P]L_TZY ZQ L
NZY_]ZW ZaP] NZX[WTLYNP OZP^ YZ_ LWWZb XLYLRPXPY_ Z] PX[WZdPP^' TY _SP YZ]XLW
NZ`]^P ZQ [P]QZ]XTYR _SPT] L^^TRYPO Q`YN_TZY^' _Z []PaPY_' Z] OP_PN_ LYO NZ]]PN_'
YZYNZX[WTLYNP bT_S L _d[P ZQ NZX[WTLYNP ]P\`T]PXPY_ ZQ L QPOP]LW []ZR]LX ZY L _TXPWd
ML^T^) 6 material weakness in internal control over compliance T^ L OPQTNTPYNd' Z]
NZXMTYL_TZY ZQ OPQTNTPYNTP^' TY TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP' ^`NS _SL_ _SP]P T^ L
]PL^ZYLMWP [Z^^TMTWT_d _SL_ XL_P]TLW YZYNZX[WTLYNP bT_S L _d[P ZQ NZX[WTLYNP
]P\`T]PXPY_ ZQ L QPOP]LW []ZR]LX bTWW YZ_ MP []PaPY_PO' Z] OP_PN_PO LYO NZ]]PN_PO' ZY L
_TXPWd ML^T^) 6 significant deficiency in internal control over compliance T^ L OPQTNTPYNd'
Z] L NZXMTYL_TZY ZQ OPQTNTPYNTP^' TY TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP bT_S L _d[P ZQ
NZX[WTLYNP ]P\`T]PXPY_ ZQ L QPOP]LW []ZR]LX _SL_ T^ WP^^ ^PaP]P _SLY L XL_P]TLW
bPLVYP^^ TY TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP' dP_ TX[Z]_LY_ PYZ`RS _Z XP]T_ L__PY_TZY Md
_SZ^P NSL]RPO bT_S RZaP]YLYNP)

D`] NZY^TOP]L_TZY ZQ TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP bL^ QZ] _SP WTXT_PO [`][Z^P
OP^N]TMPO TY _SP QT]^_ [L]LR]L[S ZQ _ST^ ^PN_TZY LYO bL^ YZ_ OP^TRYPO _Z TOPY_TQd LWW
OPQTNTPYNTP^ TY TY_P]YLW NZY_]ZW ZaP] NZX[WTLYNP _SL_ XTRS_ MP XL_P]TLW bPLVYP^^P^ Z]
^TRYTQTNLY_ OPQTNTPYNTP^) KP OTO YZ_ TOPY_TQd LYd OPQTNTPYNTP^ TY TY_P]YLW NZY_]ZW ZaP]
NZX[WTLYNP _SL_ bP NZY^TOP] _Z MP XL_P]TLW bPLVYP^^P^) >ZbPaP]' XL_P]TLW
bPLVYP^^P^ XLd PcT^_ _SL_ SLaP YZ_ MPPY TOPY_TQTPO)
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The accompanying notes are an integral part of this schedule.
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?@E5 ) & 21D9D @6 AC5D5?E1E9@?

HSP LNNZX[LYdTYR ^NSPO`WP ZQ Pc[PYOT_`]P^ ZQ QPOP]LW LbL]O^ %_SP fGNSPO`WPg& TYNW`OP^ _SP
QPOP]LW LbL]O LN_TaT_TP^ ZQ _SP 8Z`Y_d `YOP] []ZR]LX^ ZQ _SP QPOP]LW RZaP]YXPY_ QZ] _SP
QT^NLW dPL] PYOPO @`YP -*' ,*+2) HSP TYQZ]XL_TZY TY _ST^ GNSPO`WP T^ []P^PY_PO TY
LNNZ]OLYNP bT_S _SP ]P\`T]PXPY_^ ZQ HT_WP , I)G) Code of Federal Regulations EL]_
,**' Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards %IYTQZ]X =`TOLYNP&) 7PNL`^P _SP GNSPO`WP []P^PY_^ ZYWd L ^PWPN_PO
[Z]_TZY ZQ _SP Z[P]L_TZY^ ZQ _SP 8Z`Y_d' T_ T^ YZ_ TY_PYOPO _Z' LYO OZP^ YZ_ []P^PY_ _SP
QTYLYNTLW [Z^T_TZY' NSLYRP^ TY QTYLYNTLW [Z^T_TZY' Z] NL^S QWZb^ ZQ _SP 8Z`Y_d)

?@E5 * & DF>>1CJ @6 D97?96931?E 133@F?E9?7 A@=9395D

;c[PYOT_`]P^ ]P[Z]_PO ZY _SP GNSPO`WP L]P ]P[Z]_PO ZY _SP XZOTQTPO LNN]`LW ML^T^ ZQ
LNNZ`Y_TYR) G`NS Pc[PYOT_`]P^ L]P ]PNZRYTePO QZWWZbTYR _SP NZ^_ []TYNT[WP^ NZY_LTYPO TY _SP
IYTQZ]X =`TOLYNP' bSP]PTY NP]_LTY _d[P^ ZQ Pc[PYOT_`]P^ L]P YZ_ LWWZbLMWP Z] L]P WTXT_PO L^
_Z ]PTXM`]^PXPY_) CPRL_TaP LXZ`Y_^ ^SZbY ZY _SP GNSPO`WP ]P[]P^PY_ LOU`^_XPY_^ Z]
N]POT_^ XLOP TY _SP YZ]XLW NZ`]^P ZQ M`^TYP^^ _Z LXZ`Y_^ ]P[Z]_PO L^ Pc[PYOT_`]P^ TY []TZ]
dPL]^)

?@E5 + & 9?49C53E 3@DE C1E5

HSP 8Z`Y_d SL^ PWPN_PO YZ_ _Z `^P _SP +*([P]NPY_ OP XTYTXT^ TYOT]PN_ NZ^_ ]L_P LWWZbPO
`YOP] _SP IYTQZ]X =`TOLYNP)



*2

@1BD 999

C3854E<5 ?6 69>49>7C 1>4 AE5CD9?>54 3?CDC



3Y_X^c YP =K_S

C^K^O YP 8KaKS"S
C3854E<5 ?6 69>49>7C 1>4 AE5CD9?>54 3?CDC

6S]MKV IOK\ 5XNON ;_XO *'$ )'(.

+)

C53D9?> 9 % CE==1BI ?6 1E49D?BdC B5CE<DC

Financial Statements

Ie\Q [R ^Q\[^` `TQ MaPU`[^ U__aQP [Z cTQ`TQ^ `TQ
RUZMZOUMX _`M`QYQZ`_ MaPU`QP cQ^Q \^Q\M^QP
UZ MOO[^PMZOQ cU`T =66F3 JZY[PURUQP

?Z`Q^ZMX O[Z`^[X [bQ^ RUZMZOUMX ^Q\[^`UZS3
CM`Q^UMX cQMWZQ__#Q_$ UPQZ`URUQP5 " eQ_ Z[
HUSZURUOMZ` PQRUOUQZOe#UQ_$ UPQZ`URUQP5 " eQ_ Z[ZQ ^Q\[^`QP

D[ZO[Y\XUMZOQ YM`Q^UMX `[ RUZMZOUMX _`M`QYQZ`_
Z[`QP5 eQ_ " Z[

Federal Awards

?Z`Q^ZMX O[Z`^[X [bQ^ YMV[^ RQPQ^MX \^[S^MY_3
CM`Q^UMX cQMWZQ__#Q_$ UPQZ`URUQP5 eQ_ " Z[
HUSZURUOMZ` PQRUOUQZOe#UQ_$ UPQZ`URUQP5 eQ_ " Z[ZQ ^Q\[^`QP

Ie\Q [R MaPU`[^m_ ^Q\[^` U__aQP [Z O[Y\XUMZOQ
R[^ YMV[^ RQPQ^MX \^[S^MY_3 JZY[PURUQP

6Ze MaPU` RUZPUZS_ PU_OX[_QP `TM` M^Q ^Q]aU^QP `[
NQ ^Q\[^`QP UZ MOO[^PMZOQ cU`T + 8<G
+))'.*/#M$5 eQ_ " Z[

?PQZ`URUOM`U[Z [R YMV[^ RQPQ^MX \^[S^MY_3

8<96 DaYNQ^ DMYQ [R <QPQ^MX F^[S^MY

+)'+). >USTcMe FXMZZUZS MZP 8[Z_`^aO`U[Z
//'-.1 8M\U`MXUfM`U[Z =^MZ`_ R[^ 8XQMZ LM`Q^ H`M`Q

GQb[XbUZS <aZP_
20')/0 >[YQXMZP HQOa^U`e =^MZ` F^[S^MY

9[XXM^ `T^Q_T[XP a_QP `[ PU_`UZSaU_T NQ`cQQZ
Ie\Q 6 MZP Ie\Q 7 \^[S^MY_3 !*%,-/%+++

6aPU`QQ ]aMXURUQP M_ M X[c&^U_W MaPU`QQ5 " eQ_ Z[
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4OPSMSOXMc

3\S^O\SK/ 6 O[Z`^[X QZbU^[ZYQZ` _T[aXP NQ O[Z`UZa[a_Xe Y[ZU`[^QP `[ QZ_a^Q `TQ
O[Y\XQ`QZQ__ MZP MOOa^MOe [R `TQ 8[aZ`em_ \Me^[XX \^[OQ__UZS _e_`QY' ;Y\X[eQQ
`UYQ ^QO[^P_% cTQ`TQ^ YMZaMX `UYQ_TQQ`_ [^ Ma`[YM`QP `UYQ ^QO[^P_% _T[aXP NQ
M\\^[bQP Ne `TQ QY\X[eQQ MZP `TQU^ _a\Q^bU_[^ MZP \^[\Q^Xe _a\\[^` `TQ \Me^[XX
Qd\QZPU`a^Q_ ^QRXQO`QP UZ `TQ Ma`[YM`QP \Me ^QSU_`Q^ a_QP `[ ^QO[^P Qd\QZPU`a^Q_
UZ`[ `TQ 8[aZ`em_ SQZQ^MX XQPSQ^'

3YXNS^SYX/ ITQ 9Q\M^`YQZ` [R <UZMZOQ TM_ O[Y\XQ`QP M O[ZbQ^_U[Z `[ M Y[^Q Ma`[YM`QP
\Me^[XX \^[OQ__UZS _e_`QY' ?ZOXaPQP UZ `TM` O[ZbQ^_U[Z cM_ M Y[bQ `[cM^P M RaXXe
Ma`[YM`QP QY\X[eQQ `UYQ ^QO[^PUZS _e_`QY' ITU_ O[ZbQ^_U[Z MX_[ ^Q]aU^QP M
OTMZSQ R^[Y M Y[^Q YMZaMX% OQZ`^MXUfQP `UYQ ^QO[^PUZS MZP Y[ZU`[^UZS _e_`QY M`
`TQ FMe^[XX HQO`U[Z `[ M Y[^Q PQOQZ`^MXUfQP _e_`QY% cU`T \Me^[XX ^Q_\[Z_UNUXU`UQ_
PU_Na^_QP [a` `[ UZPUbUPaMX PQ\M^`YQZ`_'

?ZPUbUPaMX PQ\M^`YQZ`_ TMbQ QU`TQ^ _cU`OTQP `[ MZ Ma`[YM`QP `UYQ ^QO[^PUZS _e_`QY
[^ TMbQ YMUZ`MUZQP M YMZaMX `UYQ WQQ\UZS _e_`QY R[^ MXX [^ _[YQ QY\X[eQQ_ NM_QP
[Z U`_ [\Q^M`U[Z_' ITU_ \^MO`UOQ TM_ O[Z`UZaQP `[ \^[PaOQ UZO[Z_U_`QZOUQ_ NQ`cQQZ
PQ\M^`YQZ`_ cTUOT ^Q_aX`QP UZ `TQ R[XX[cUZS O[ZPU`U[Z_ Z[`QP Pa^UZS [a^ ^QbUQc [R -)
\Me^[XX RUXQ_3

" EZQ UZ_`MZOQ #[a` [R -) _MY\XQ_$ cTQ^Q MZ QXQO`^[ZUO `UYQ _TQQ` PUP Z[`
TMbQ MZ M\\^[bMX Ne `TQ _a\Q^bU_[^(PQ\M^`YQZ` TQMP'

ITQ 8[aZ`e TM_ M lFMe^[XX F[XUOUQ_ MZP F^[OQPa^Q_ CMZaMXm `TM` UZPUOM`Q_ `TQ ^[XQ_
MZP ^Q_\[Z_UNUXU`UQ_ [R `TQ PQ\M^`YQZ`(MSQZOUQ_ MZP QY\X[eQQ_% ^Q]aU^QP R[^Y_ `[
NQ a_QP MZP \^[OQPa^Q_ `[ NQ R[XX[cQP cU`T ^QSM^P `[ YMZaMX `UYQ_TQQ`_ MZP
Ma`[YM`QP `UYQ_TQQ`_' ITQ^Q M^Q OQ^`MUZ PQ\M^`YQZ`_(MSQZOUQ_ `TM` cUXX Z[` NQ MNXQ
`[ RaXXe O[ZbQ^` `[ `TQ Ma`[YM`QP QY\X[eQQ `UYQ ^QO[^PUZS _e_`QY NM_QP [Z X[SU_`UO_
MZP \[__UNXQ NM^SMUZUZS aZU` ^Q_`^UO`U[Z_' >[cQbQ^% U` U_ _`UXX `TQ 9Q\M^`YQZ` [R
<UZMZOQm_ S[MX `[ O[ZbQ^` Y[^Q PQ\M^`YQZ`_ `[ `TQ Ma`[YM`QP \Me^[XX \^[OQ__UZS
_e_`QY Ne \^[bUPUZS O[Z`UZa[a_ `^MUZUZS MZP R[XX[c a\ _Q__U[Z_ cU`T QMOT
PQ\M^`YQZ` MZP U`_ lHa\Q^&J_Q^_m'

3K_]O/ ITQ OTMZSQ R^[Y M OQZ`^MXUfQP `[ M PQOQZ`^MXUfQP _e_`QY R[^ OM\`a^UZS QY\X[eQQ
`UYQ TM_ ^Q_aX`QP UZ `TQ UY\XQYQZ`M`U[Z [R M ZQc UZ`Q^ZMX O[Z`^[X QZbU^[ZYQZ` `TM`
^Q]aU^Q_ O[Z`UZa[a_ Y[ZU`[^UZS'
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5PPOM^/ ITQ XMOW [R _aRRUOUQZ` O[Z`^[X_ `[ QZ_a^Q `TQ O[Y\XQ`QZQ__ MZP MOOa^MOe [R `TQ
\Me^[XX ^QO[^P_ O[aXP XQMP `[ UZO[^^QO` \MeYQZ`_ `[ 8[aZ`e QY\X[eQQ_ MZP
UZMOOa^M`Q ^Q\[^`UZS [R \Me^[XX O[_`_ UZ `TQ 8[aZ`em_ RUZMZOUMX _`M`QYQZ`_'

9NOX^SPSMK^SYX K] K BOZOK^ 6SXNSXQ$ SP KZZVSMKLVO/

HQQ RUZPUZS +)*0&))+ UZOXaPQP UZ `TQ HaYYM^e HOTQPaXQ [R F^U[^ 6aPU` <UZPUZS_'

BOMYWWOXNK^SYX

ITQ 9Q\M^`YQZ` [R <UZMZOQ _T[aXP O[Z`UZaQ `[ UY\XQYQZ` MZP Y[ZU`[^ `TQ \Me^[XX \^[OQ__ `[
QZ_a^Q `TM` MOOa^M`Q QY\X[eQQ O[Y\QZ_M`U[Z Qd\QZPU`a^Q_ M^Q ^QO[^PQP UZ `TQ 8[aZ`em_
SQZQ^MX XQPSQ^' C[ZU`[^UZS MO`UbU`UQ_ UZOXaPQ ^Q]aU^UZS Qd\XUOU` P[OaYQZ`M`U[Z QbUPQZOUZS
_a\Q^bU_[^e ^QbUQc_ [R `UYQ ^QO[^P_ \^U[^ `[ \^[OQ__UZS MZP \Q^U[PUO ^QbUQc_ [R QY\X[eQQ MZP
PQ\M^`YQZ`MX `UYQ _TQQ`_ M` `TQ PQ\M^`YQZ`MX XQbQX'

FSOa] YP BO]ZYX]SLVO ?PPSMSKV] KXN @VKXXON 3Y\\OM^S`O 1M^SYX

ITQ 8[aZ`e MS^QQ_ cU`T `TQ RUZPUZS MZP `TQ ^QO[YYQZPM`U[Z' HQQ FM^` ?K 8[^^QO`UbQ 6O`U[Z
FXMZ'
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COP'
?Y' 9X^O\XKV 3YX^\YV 6SXNSXQ]

*().&((* 9X^O\XKV 3YX^\YV] @`O\ >S]MOVVKXOY_] 3K]R COMOSZ^] & DSQXSPSMKX^ 4OPSMSOXMc

3\S^O\SK/ E]Z[P] TY_P]YLW NZY_]ZW^ ZaP] XT^NPWWLYPZ`^ NL^S ]PNPT[_^ ]PNPTaPO OT]PN_Wd Q]ZX _SP
[`MWTN OTN_L_P _SL_ LOP\`L_P ^PR]PRL_TZY ZQ O`_TP^ PcT^_^ _Z PY^`]P _SL_ LY PX[WZdPP
]PNPTaTYR NL^S T^ YZ_ _SP ^LXP PX[WZdPP _SL_ ]PNZ]O^ _SP ]PNPT[_ _]LY^LN_TZY TY_Z
_SP LNNZ`Y_TYR ]PNZ]O^ LYO ]PNZYNTWP^ _SP NL^S OP[Z^T_PO TY_Z _SP MLYV) ;aTOPYNP
ZQ _ST^ ^PR]PRL_TZY ZQ LNNZ`Y_TYR O`_TP^ LYO _SP L[[]Z[]TL_P WPaPW ZQ ^`[P]aT^Z]d
]PaTPb ^SZ`WO MP ]PQWPN_PO ZY _SP OLTWd NL^S ]PNPT[_ ^`XXL]d ]P[Z]_ TY _SP QZ]X ZQ
^TRY ZQQ^ Md [P]^ZYYPW TYaZWaPO)

3YXNS^SYX/ 9`]TYR Z`] L`OT_' bP YZ_PO _SL_ _SP TY_P]YLW NZY_]ZW^ ZaP] XT^NPWWLYPZ`^ NL^S
]PNPT[_^ NZWWPN_PO Md _SP aL]TZ`^ OTaT^TZY^ LYO OP[L]_XPY_^ ZQ _SP 8Z`Y_d NZ`WO MP
TX[]ZaPO) HSP]P bL^ L WLNV ZQ LOP\`L_P ^PR]PRL_TZY ZQ O`_TP^ ZaP] NL^S ]PNPT[_^'
[L]_TN`WL]Wd L_ _SP 7`TWOTYR EP]XT_^ GPN_TZY' MP_bPPY PX[WZdPP^ ]P^[ZY^TMWP QZ]
]PNPTaTYR _SP NL^S Q]ZX _SP [`MWTN LYO ]PNZ]OTYR _SP NL^S _]LY^LN_TZY TY_Z _SP OLTWd
NL^S ^`XXL]d ]P[Z]_ LYO ]PNZYNTWTYR _ST^ ^`XXL]d ]P[Z]_ _Z _SP OLTWd MLYV OP[Z^T_)

DY @LY`L]d ++' ,*+2' _SP 9PaPWZ[XPY_ GP]aTNP^ 6OXTYT^_]L_TZY %9G6& bT_STY _SP
9P[L]_XPY_ ZQ E`MWTN KZ]V^' T^^`PO L XPXZ TYOTNL_TYR _SP NZ]]PN_TaP LN_TZY^ _LVPY
]PWL_PO _Z _SP 9G6 L`OT_ QTYOTYR^) 9`]TYR Z`] L`OT_' _SP QTYOTYR^ bSTNS ]P^`W_PO
ZNN`]]PO QZ] _SP _TXP [P]TZO []TZ] _Z @LY`L]d ++' ,*+2) G`M^P\`PY_ _Z _SP XPXZ
T^^`PO OL_P' bP OTO YZ_ YZ_P LYd QTYOTYR^)

3K_]O/ EZWTNTP^ LYO []ZNPO`]P^ _Z PYSLYNP _SP ^PR]PRL_TZY ZQ O`_TP^ ZaP] NL^S ]PNPT[_^
SLaP YZ_ MPPY Q`WWd TX[WPXPY_PO)

5PPOM^/ HSP WLNV ZQ LOP\`L_P TY_P]YLW NZY_]ZW^ ZaP] XT^NPWWLYPZ`^ NL^S ]PNPT[_^ NZ`WO ]P^`W_
TY L WZ^^ ZQ ]PaPY`P^ _Z _SP 8Z`Y_d)

9NOX^SPSMK^SYX K] K COZOK^ 6SXNSXQ% SP KZZVSMKLVO/

GPP QTYOTYR ,*+1(**. TYNW`OPO TY _SP G`XXL]d GNSPO`WP ZQ E]TZ] 6`OT_ <TYOTYR^)

COMYWWOXNK^SYX

6OP\`L_P TY_P]YLW NZY_]ZW^ ^SZ`WO MP XLTY_LTYPO _Z PY^`]P _SL_ LOP\`L_P ^PR]PRL_TZY ZQ O`_TP^
PcT^_ LYO _SL_ XT^NPWWLYPZ`^ NL^S ]PNPT[_^ L]P LNN`]L_PWd NZWWPN_PO' OP[Z^T_PO LYO ]PNZ]OPO TY
_SP 8Z`Y_dh^ RPYP]LW WPORP]) ;aTOPYNP ZQ _SP [P]QZ]XLYNP LYO ]PaTPb ZQ _SP aL]TZ`^ PX[WZdPP^
^SZ`WO MP OZN`XPY_PO ZY OLTWd NL^S ^`XXL]d ]P[Z]_^ TY _SP QZ]X ZQ ^TRY ZQQ^ Md [P]^ZYYPW
TYaZWaPO)
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>Y& 9X^O\XKV 3YX^\YV 6SXNSXQ]

)'(.%'') 9X^O\XKV 3YX^\YV] ?`O\ =S]MOVVKXOY_] 3K]R BOMOSZ^] % CSQXSPSMKX^ 4OPSMSOXMc
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FSOa] YP BO]ZYX]SLVO ?PPSMSKV] KXN @VKXXON 3Y\\OM^S`O 1M^SYX

ITQ 8[aZ`e MS^QQ_ cU`T `TQ RUZPUZS MZP `TQ ^QO[YYQZPM`U[Z' HQQ FM^` ?K 8[^^QO`UbQ 6O`U[Z FXMZ'
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*().&((+ 33"2 =YQSMKV 1MMO]] " 1MMO]] DOM_\S^c & DSQXSPSMKX^ 4OPSMSOXMc

3\S^O\SK/ GPN`]T_d [ZWTNTP^ LYO []ZNPO`]P^ PcT^_ OPQTYTYR NZY_]ZW^ _Z PY^`]P _SP TY_PR]T_d ZQ
OL_L LYO ]P^Z`]NP^ ZQ _SP ^d^_PX)

3YXNS^SYX/ ;QQPN_TaP BL]NS 2' ,*+2' _SP 9P[L]_XPY_ ZQ KL_P] G`[[Wd %9KG& TY_P]YLWWd
OZN`XPY_PO T_^ ^PXT(LYY`LW [ZWTNTP^ LYO []ZNPO`]P^ ZaP] _SP D]LNWP I_TWT_TP^
8`^_ZXP] 8L]P LYO 7TWWTYR Gd^_PX %88$7& `^P] LNNP^^ ]PaTPb) HST^ ^PXT(LYY`LW
`^P] LNNP^^ ]PaTPb bTWW ZNN`] PaP]d @`YP LYO 9PNPXMP] bSTNS bTWW LW^Z PY_LTW
NSLYRTYR [L^^bZ]O^ ML^PO ZY _SP [L^^bZ]O ]P\`T]PXPY_^) KP bP]P TYQZ]XPO _SL_
_SP TY_P]YLW XPXZ bL^ aP]MLWWd L[[]ZaPO Md _SP 9T]PN_Z]) G`M^P\`PY_Wd' _ST^
TY_P]YLW XPXZ SL^ MPPY QZ]XLWWd L[[]ZaPO L^ ZQ @LY`L]d +/' ,*+3) 6 OZN`XPY_PO

]PaTPb ZNN`]]PO O`]TYR BL]NS ,*+2 LYO 9PNPXMP] ,*+2) >ZbPaP]' bP bP]P
TYQZ]XPO _SL_ L aT^`LW ]PaTPb bL^ [P]QZ]XPO QZ] @`YP ,*+2)

3K_]O/ HSP 9KG SL^ YZ_ QZ]XLWWd OZN`XPY_PO LYO L[[]ZaPO T_^ ^PN`]T_d LOXTYT^_]L_TZY
[ZWTNTP^ LYO []ZNPO`]P^)

5PPOM^/ IYL`_SZ]TePO LNNP^^ _Z _SP^P ^d^_PX^ NZ`WO ]P^`W_ TY _SP OP^_]`N_TZY ZQ OL_L'
`YL`_SZ]TePO _]LY^LN_TZY^ MPTYR XLOP' _]LY^LN_TZY^ MPTYR TYLNN`]L_PWd ]PNZ]OPO' Z]
TY_P]YLW NZY_]ZW^ MPTYR NT]N`XaPY_PO)

9NOX^SPSMK^SYX K] K COZOK^ 6SXNSXQ% SP KZZVSMKLVO/

GPP QTYOTYR ,*+1(**/ TYNW`OPO TY _SP G`XXL]d GNSPO`WP ZQ E]TZ] 6`OT_ <TYOTYR^)

COMYWWOXNK^SYX

KP ]PNZXXPYO _SP 9KG QZ]XLWWd OZN`XPY_ LYO L[[]ZaP LY TYQZ]XL_TZY ^PN`]T_d [ZWTNd _Z
P^_LMWT^S NZY_]ZW []ZNP^^P^ ZaP] LNNP^^ _Z 88$7)

GSOa] YP CO]ZYX]SLVO @PPSMSKV] KXN AVKXXON 3Y\\OM^S`O 1M^SYX

HSP 8Z`Y_d LR]PP^ bT_S _SP QTYOTYR LYO _SP ]PNZXXPYOL_TZY) GPP EL]_ ?J 8Z]]PN_TaP 6N_TZY
EWLY)
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3\S^O\SK/ ?Y_P]YLW NZY_]ZW^ ^LQPR`L]O L^^P_^' NSPNV _SP LNN`]LNd LYO ]PWTLMTWT_d ZQ T_^
LNNZ`Y_TYR OL_L' []ZXZ_P Z[P]L_TZYLW PQQTNTPYNd LYO PYNZ`]LRP LOSP]PYNP _Z
[]P^N]TMPO XLYLRP]TLW [ZWTNTP^) ?Y_P]YLW NZY_]ZW^ L]P _SP [ZWTNTP^ LYO []ZNPO`]P^ [`_
TY [WLNP _Z L^^T^_ TY LNSTPaTYR LY Z]RLYTeL_TZYh^ ZMUPN_TaP^) BLYLRPXPY_ T^
]P^[ZY^TMWP QZ] P^_LMWT^STYR LYO XLTY_LTYTYR _SP NZY_]ZW PYaT]ZYXPY_)

;QQPN_TaP TY_P]YLW NZY_]ZW^ []PaPY_ Z] OP_PN_ LYO NZ]]PN_ XT^^_L_PXPY_^ ZY L _TXPWd
ML^T^) E]PaPY_TaP NZY_]ZW^ L]P OP^TRYPO _Z OT^NZ`]LRP P]]Z]^ Z] T]]PR`WL]T_TP^ Q]ZX
ZNN`]]TYR) HSP^P NZY_]ZW^ bZ`WO TYNW`OP ^PR]PRL_TZY ZQ O`_TP^' L[[]ZaLW'
L`_SZ]TeL_TZY^ LYO aP]TQTNL_TZY^ LYO ^PN`]T_d ZQ L^^P_^) 9P_PN_TaP NZY_]ZW^ L]P
OP^TRYPO _Z QTYO P]]Z]^ Z] T]]PR`WL]T_TP^ LQ_P] _SPd SLaP ZNN`]]PO) HSP^P NZY_]ZW^
bZ`WO TYNW`OP ]PaTPb^ LYO ]PNZYNTWTL_TZY^' [Sd^TNLW TYaPY_Z]TP^ LYO L`OT_^)

3YXNS^SYX/ 9`]TYR _SP L`OT_' bP YZ_PO _SL_ _SP]P bP]P XLYd LOU`^_XPY_^ _Z []Z[P]Wd ]PNZ]O
_]LY^LN_TZY^ _SL_ ZNN`]]PO O`]TYR _SP dPL] LYO LW^Z LOU`^_XPY_^ ]P\`T]PO _Z []Z[P]Wd
^_L_P MPRTYYTYR YP_ [Z^T_TZY Z_SP] _SLY _SP LOZ[_TZY ZQ _SP YPb LNNZ`Y_TYR []TYNT[WP
=6G7 G_L_PXPY_ CZ) 1/ %=6G7G 1/&' 6NNZ`Y_TYR LYO <TYLYNTLW FP[Z]_TYR QZ]
EZ^_PX[WZdXPY_ 7PYPQT_^ D_SP] _SLY EPY^TZY^)

HSP LOU`^_XPY_^ ]PWL_PO _Z _]LY^LN_TZY^ _SL_ ZNN`]]PO O`]TYR _SP dPL] bP]P L^
QZWWZb^4

" 6Y LOU`^_XPY_ _Z ]PNZ]O `Y]PLWTePO WZ^^P^ ZY TYaP^_XPY_^)

" 6Y LOU`^_XPY_ _Z WZLY^ ]PNPTaLMWP)

" 6OU`^_XPY_^ QZ] ]PLW []Z[P]_d _Lc _]LY^LN_TZY^ MP_bPPY _SP =PYP]LW <`YO LYO _SP
<TO`NTL]d <`YO)

" 6OU`^_XPY_^ ]PWL_PO _Z _SP NZXXPYNPXPY_ ZQ Z[P]L_TZY^ QZ] _SP A`WLXLW` >LWP
6QQZ]OLMWP >Z`^TYR FPY_LW^)

HSP _]LY^LN_TZY^ _SL_ bP]P ]PWL_PO _Z []TZ] [P]TZO^ bP]P L^ QZWWZb^4

" FPaT^TZY^ ]PWL_PO _Z LOU`^_XPY_^ ]PWL_PO _Z _SP TX[WPXPY_L_TZY ZQ =6G7G 1/)

" 6Y LOU`^_XPY_ _Z ]PNZ]O LNN]`PO NZX[PY^L_Z]d _TXP)

" 6Y LOU`^_XPY_ _Z ]PNZ]O LOOT_TZYLW NZY^_]`N_TZY TY []ZR]P^^ NZ^_^ Pc[PY^PO TY
[]TZ] dPL]^)

3K_]O/ HSP dPL](PYO NWZ^TYR []ZNP^^ SL^ YZ_ MPPY QZ]XLWTePO)
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To the Council Chair,
and Members of the Council

County of Maui
Wailuku, Hawai‘i

In planning and performing our audit of the financial statements of the County of Maui,
State of Hawai‘i (the County) as of and for the fiscal year ended June 30, 2018, in
accordance with auditing standards generally accepted in the United States of America,
we considered the County’s internal control over financial reporting (internal control) as a
basis for designing our auditing 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 County’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the County’s internal control.

However, during our audit, we became aware of several matters that are opportunities
for strengthening internal controls and operating efficiency. The memorandum that
accompanies this report summarizes our findings and recommendations regarding
these matters. We previously communicated to you about the County’s internal control in
our report dated December 21, 2018. This letter does not affect our report dated
December 21, 2018, on the financial statements of the County.

We will review the status of these comments during our next audit engagement. We have
already discussed many of these comments and suggestions with various County
personnel, and we will be pleased to discuss them in further detail at your convenience, to
perform any additional study of these matters, or to assist you in implementing these
recommendations.

This communication is intended solely for the information and use of management, County
Council, and others within the County, and is not intended to be, and should not be, used
by anyone other than these specified parties.

Honolulu, Hawai‘i
December 21, 2018
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(&'*%&&' 3JMNLRD 5LKHPLNHKF LRDN .DM@NPJDKPO PL /KOQND -LJMIH@KBD SHPG PGD
-LQKPTVO -@OG 7RDN@FD @KC ;GLNP@FD 8LIHBT @KC 8NLBDCQNDO

-NHPDNH@+ @OFGS UJG 3PVOUZ PH 9CVK]T 3CTJ <WGSCIG COF >JPSUCIG =PMKEZ COF
=SPEGFVSGT% ECTJ PWGSCIGT COF TJPSUCIGT TJPVMF DG QSPNQUMZ
EPNNVOKECUGF UP NCOCIGNGOU% KOWGTUKICUGF UP FGUGSNKOG UJG ECVTG COF
QSPQGSMZ SGEPSFGF KO UJG CEEPVOUKOI SGEPSFT'

-LKCHPHLK+ ?JG 4GQCSUNGOU PH 5KOCOEG & 4KWKTKPO PH 9PUPS AGJKEMGT #4KWKTKPO$ VUKMK[GT
K;PWCJ CT UJGKS ECTJKGSKOI TZTUGN' 3CTJ SGEGKQU SGQPSUT IGOGSCUGF HSPN
K;PWCJ NVTU DG VTGF UP SGEPOEKMG CICKOTU CEUVCM ECTJ EPMMGEUKPOT UP GOTVSG
CEEVSCEZ COF EPNQMGUGOGTT PH UJG 3PVOUZ]T CEEPVOUKOI SGEPSFT% COF QSPQGS
TCHGIVCSFKOI PH UJG 3PVOUZ]T CTTGUT' 4VSKOI PVS EVSSGOU ZGCS CVFKU% XG OPUGF
UJG HPMMPXKOI1

" ?XP #*$ KOTUCOEGT XJGSG CO PWGSCIG XCT KFGOUKHKGF DZ CO GNQMPZGG%
DVU OPU UKNGMZ EPNNVOKECUGF UP UJG CQQSPQSKCUG QGSTPOOGM UP
SGEPOEKMG COF QPTU KOUP UJG 3PVOUZ]T CEEPVOUKOI SGEPSFT'

-@QOD+ 4VG UP JKIJ UVSOPWGS XKUJKO UJG 4KWKTKPO% CO GNQMPZGG UJCU XCT KO&USCKOKOI HPS
DPUJ KOTUCOEGT KOCFWGSUGOUMZ FKF OPU OPUKHZ UJGKS TVQGSWKTPS PH UJG PWGSCIG'
?JGSGHPSG% C SGEPOEKMKCUKPO UP WGSKHZ UJG PWGSCIG XCT OPU QGSHPSNGF COF UJG
CFFKUKPOCM SGWGOVG XCT OPU QPTUGF KO UJG 3PVOUZ]T CEEPVOUKOI SGEPSFT'

/EEDBP+ 8CEL PH EPNNVOKECUKPO UP GNQMPZGGT PWGS UJG 3PVOUZ PH 9CVK]T 3CTJ
<WGSCIG COF >JPSUCIG =PMKEZ COF =SPEGFVSGT SGTVMUGF KO VOUKNGMZ
SGEPOEKMKCUKPO PH UJG 3PVOUZ]T SGEPSFT COF KNQSPQGS ECTJ JCOFMKOI QSCEUKEGT'

9DBLJJDKC@PHLK

2FGRVCUG USCKOKOI TJPVMF DG QSPWKFGF UP GNQMPZGGT CU CMM MGWGMT KO UJG ECTJ
JCOFMKOI QSPEGTT UP GOTVSG UJCU UJG ECTJ PWGSCIG COF TJPSUCIG QPMKEZ COF
QSPEGFVSGT CSG DGKOI HPMMPXGF COF EPOTKTUGOUMZ CQQMKGF'

>HDSO LE 9DOMLKOHAID 7EEHBH@IO @KC 8I@KKDC -LNNDBPHLK ,BPHLK

?JG 3PVOUZ CISGGT XKUJ UJG HKOFKOI COF UJG SGEPNNGOFCUKPO' >GG
3PSSGEUKWG 2EUKPO =MCO PO QCIG -'
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9DBLJJDKC@PHLK

2FGRVCUG USCKOKOI TJPVMF DG QSPWKFGF UP GNQMPZGGT CU CMM MGWGMT KO UJG ECTJ
JCOFMKOI QSPEGTT UP GOTVSG UJCU UJG ECTJ PWGSCIG COF TJPSUCIG QPMKEZ COF
QSPEGFVSGT CSG DGKOI HPMMPXGF COF EPOTKTUGOUMZ CQQMKGF'

>HDS LE 9DOMLKOHAID 7EEHBH@IO @KC 8I@KKDC -LNNDBPHRD ,BPHLK

?JG 4KWKTKPO PH 9PUPS AGJKEMG " 8KEGOTKOI]T #49A8$ 5KTECM >GEUKPO
GYQGSKGOEGF C JKIJ UVSOPWGS KO 5B *()/% QSKNCSKMZ FVG UP QSPNPUKPOT PH UJG
KOEVNDGOUT UP PUJGS FKWKTKPOT XKUJKO UJG 4GQCSUNGOU PH 5KOCOEG'

3VSSGOUMZ% UJG PWGSCMM 49A8 ?SCKOKOI QSPISCNT COF QSPUPEPMT CSG CFGRVCUGMZ
QSPWKFGF UP GNQMPZGGT CU CMM MGWGMT' 6PXGWGS% IKWGO UJGTG CVFKU HKOFKOIT% UJG
5KTECM ?SCKOKOI 4GQPTKU =SPEGTTKOI 3JGELMKTUT COF =SPEGFVSGT KT OPX
CVINGOUGF XKUJ CFFKUKPOCM GNQJCTKT KO UJG QSGQCSCUKPO COF QSPEGTTKOI PH
UJG NCOVCM ?SGCTVSZ 4GQPTKU >VNNCSZ #?4>$ UP QPTU SGWGOVGT UKNGMZ KOUP
UJG 3PVOUZ]T 752> TZTUGN'

?JG 4KWKTKPO PH ?SGCTVSZ KT EVSSGOUMZ KO FKTEVTTKPO XKUJ >ZTUGN 7OOPWCUPST
CDPVU UJG CVUPNCUKPO PH UJG KOUGSHCEG DGUXGGO K;PWCJ 3CTJKGSKOI >ZTUGN
COF 752> UP GMKNKOCUG UJG OGGF PH NCOVCM ?4>'

/KC .@PD+ <OIPKOI

9DOMLKCHKF 8DNOLK"O#+ 3CSNGMKUP AKMC% 49A8 2FNKOKTUSCUPS
4GQCSUNGOU PH 5KOCOEG
=JPOG ;P' #/(/$ *.(&.+-*

9CZ&2OOG 2' 2MKDKO% ?SGCTVSGS
4GQCSUNGOU PH 5KOCOEG
=JPOG ;P' #/(/$ *.(&.-0.
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This section contains the current status of our prior audit recommendations. The
recommendations are referenced to the pages of the management advisory report for the fiscal
year ended June 30, 2017, dated December 13, 2017.
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.;8<09>,?4;9 .7,48> (page 4)

When using a third-party vendor to support
County functions, the County’s Risk
Management Department should assign an
individual with appropriate oversight to
manage the relationship. This includes
maintaining frequent contact with key vendor
personnel, following up on unusual items,
resolving issues in a timely manner, and
reporting any issues to the County.

Accomplished.
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To the Council Chair, 
and members of the Council 

County of Maui 
Wailuku. Maui, Hawaii 

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 County of Maui, State of Hawaii (County) for the fiscal 
year ended June 30, 2018.   We have also audited the financial statements of the Department of Water Supply of 
the County of Maui (the Department), a proprietary fund of the County for the fiscal year ended June 30. 2018. 
Professional standards require that we provide you with information about our responsibilities under generally 
accepted auditing standards, Government Auditing Standards and the Uniform Guidance. as well as certain 
information related to the planned scope and timing of our audit. We have communicated such information in our 
letter to you dated May 31. 2018. Professional standards also require that we communicate to you the following 
information related to our audit. 

Significant Audit Matters 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the County are described in Note 1 to the financial statements. As described in Note 
1 to the financial statements, the County adopted the provisions of Governmental Accounting Standards Board 
(GASB) Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other than Pensions, 
relating to the accounting and financial reporting for postemployment benefits. Accordingly, the cumulative effect 
of the accounting change as of the beginning of the fiscal year resulted in a restatement of the beginning net 
position as of June 30, 2017. We noted no transactions entered into by the County during the year for which there 
is a lack of authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 

Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management's knowledge and experience about past and current events and assumptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements 
and because of the possibility that future events affecting them may differ significantly from those expected. The 
most sensitive estimates affecting the County's financial statements were: 

• Allowance for doubtful accounts 

• Useful lives of the County's capital assets used to compute depreciation expense 

• Liability for postretirement benefits other than pensions (OPEB) 

• Liability for the County's net pension liability 

• Loss reserves for claims and judgments 

• Landfill closure, post-closure care cost liability, and pollution remediation obligation. 

Management's estimates were based on the following: 

• The allowance for doubtful accounts is based on an analysis of past due accounts, the County's historical 
experience with the account, and other relevant factors to arrive at an overall assessment of whether the 
past due accounts will be collected. 

• Depreciation recorded on capital assets is based in part on the estimated useful lives of those capital 
assets. 
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• The net OPEB liability. deferred inflows of resources, and deferred outflows of resources of the post-
retirement benefits other than pensions administered by the Hawaii Employer — Union Health Benefits 
Trust Fund (EUTF) was determined by an actuarial valuation. The County's proportionate share of the net 
OPEB liability. deferred inflows of resources. and deferred inflows of resources was based on the 
County's contributions to the EUTF. 

• The collective net pension liability, deferred inflows of resources, and deferred outflows of resources of 
the cost-sharing multiple employer defined pension plan administered by the State of Hawaii's Employee 
Retirement System was determined by an actuarial valuation. The County's proportionate share of the 
collective net pension liability, deferred inflows of resources, deferred outflow of resources was based on 
the County's contributions to the pension plan relative to the contributions of all participating employers 
during the measurement period. 

• The claims and judgments liability is based on the assessment of the County's legal counsel and an 
analysis of workers' compensation, automobile and general liability insurance claims. 

• The landfill closure, post-closure care cost liability, and pollution remediation obligation was determined 
by the County's engineers and the third party contractor. 

We evaluated the key factors and assumptions used to develop the estimates in determining that it is reasonable 
in relation to the financial statements taken as a whole. 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosure affecting the financial statements was the disclosure of the 
adoption of GASB Statement No. 75 in Note 15 to the financial statements and the effect the change had on the 
presentation of the County's financial statements as of June 30. 2018. The effect of the change reduced 
beginning net position by $292,106,556 as of June 30, 2017. 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are clearly trivial, and communicate them to the appropriate level of management. The 
attached schedules summarizes uncorrected misstatements of the financial statements. Management has 
determined that their effects are immaterial, both individually and in the aggregate, to the financial statements 
taken as a whole. The following material misstatements detected as a result of audit procedures were corrected 
by management: 

1) Adjustment to properly record pension liability and properly state pension expense and the related 
deferred inflows and deferred outflows (County and Department of Water Supply). 

2) Adjustment to properly record the net OPEB liability and properly state the OPEB expense and related 
deferred inflows and deferred outflows (County and Department of Water Supply). 

3) Adjustment to properly record the Ka Hale A Ke Ola Homeless Resource Centers, Inc.'s loan (County). 

4) Adjustment to properly record the cash and real property tax revenues (County). 

5) Adjustment to properly reflect the balances of the Trust and Agency funds (County). 

6) Adjustment to properly record the Kulamalu Hale Housing assets, liabilities and net position accounts 
(County). 

Disagreements with Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing 
matter. whether or not resolved to our satisfaction, that could be significant to the financial statements or the 
auditor's report. We are pleased to report that no such disagreements arose during the course of our audit. 
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Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated December 21, 2018 and January 25, 2019. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting matters, 
similar to obtaining a "second opinion" on certain situations. If a consultation involves application of an accounting 
principle to the County's financial statements or a determination of the type of auditor's opinion that may be 
expressed on those statements. our professional standards require the consulting accountant to check with us to 
determine that the consultant has all the relevant facts. To our knowledge:  there were no such consultations with 
other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the County's auditors. However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to our 
retention. 

Other Matters  

We applied certain limited procedures to the following, which are required supplementary information (RSI) that 
supplements the basic financial statements: 

• Management's Discussion and Analysis (MD&A). 

• Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual - General 
Fund 

• Schedule of Revenues. Expenditures. and Changes in Fund Balance - Budget and Actual - Highway 
Fund 

• Schedule of Revenues, Expenditures. and Changes in Fund Balance - Budget and Actual - Sewer Fund 

• Notes to the Budgetary Comparison Schedules 

• Schedule of Proportionate Share of the Net Pension Liability 

• Schedule of Contributions (Pension) 

• Notes to Required Supplementary Information Required by GASB Statement No. 68 

• Schedule of Changes in the Net OPEB Liability and Related Ratios 

• Schedule of Contributions (OPEB) 

• Notes to Required Supplementary Information Required by GASB Statement No. 75 

Our procedures consisted of inquiries of management regarding the methods of preparing the information and 
comparing the information for consistency with management's responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We did not audit 
the RSI and do not express an opinion or provide any assurance on the RSI. 

We were engaged to report on Combining statements: as well as Schedule of Revenues, Expenditures. and 
Changes in Fund Balance - Budget and Actual; Schedules of Revenues - Budget and Actual: Schedules of 
Appropriations, Expenditures, and Encumbrances: and Capital Assets Used in Operations of Governmental 
Activities, which accompany the financial statements but are not RSI. VVIth respect to this supplementary 
information, we made certain inquiries of management and evaluated the form. content, and methods of preparing 
the information to determine that the information complies with accounting principles generally accepted in the 
United States of America, the method of preparing it has not changed from the prior period, and the information is 
appropriate and complete in relation to our audit of the financial statements. We compared and reconciled the 
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supplementary information to the underlying accounting records used to prepare the financial statements or to the 
financial statements themselves. 

We were not engaged to report on the Introductory and Statistical sections. which accompany the financial 
statements but are not RSI. Such information has not been subjected to the auditing procedures applied in the 
audit of the basic financial statements. and accordingly. we do not express an opinion or provide any assurance 
on it. 

Restriction on Use 

This information is intended solely for the information and use of the Chair and Members of the County Council 
and management of the County of Maui, Hawaii. and is not intended to be. and should not be, used by anyone 
other than these specified parties. 

Very truly yours, 

NigK CMG, 1 tau, . 

Honolulu, Hawaii 
January 25, 2019 


