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Report of Independent Auditors on Compliance with Requirements that Could 

Have a Direct and Material Effect on the Customer Facility Charge Program, 

Report on Internal Control Over Compliance in Accordance with the California 

Civil Code Section 1939, as amended by Assembly Bill (AB) 2051, and Report 

on the Schedule of Customer Facility Charge Revenues and Expenditures 

To the Members of the Board of Airport Commissioners
City of Los Angeles, California

Report on Compliance for the Customer Facility Charge Program 

We have audited Los Angeles International Airport’s (“LAX”), a department component of Los
Angeles World Airports (Department of Airports of the City of Los Angeles, California), an Enterprise
Fund of the City of Los Angeles, compliance with the types of compliance requirements described in
the California Civil Code Section 1939, as amended by Assembly Bill (AB) 2051 (the “Code”), that

could have a direct and material effect on its Customer Facility Charge (“CFC”) program for the year
ended June 30, 2019.

Management’s Responsibility 

Management is responsible for compliance with statutes, regulations, and the terms and conditions
applicable to the CFC program.

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for the CFC program based on our audit of
the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the Code. Those standards and the Code require that
we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on
the CFC program occurred. An audit includes examining, on a test basis, evidence about LAX’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the CFC
program. However, our audit does not provide a legal determination of LAX’s compliance.

Opinion on CFC Program 

In our opinion, LAX complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its CFC program for the year ended
June 30, 2019.
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Report on Internal Control Over Compliance 

Management of LAX is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered LAX’s internal control over compliance with the types of
requirements that could have a direct and material effect on the CFC program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance and to test and report on internal control over compliance in accordance with
the Code, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of LAX’s 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 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 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 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 first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

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 Code. Accordingly, this report is not suitable for any other purpose.

Report on the Schedule of Customer Facility Charge Revenues and Expenditures 

We have audited the financial statements of LAX, as of and for the year ended June 30, 2019, and
the related notes to the financial statements, which collectively comprise LAX’s basic financial
statements. We have issued our report thereon dated October 28, 2019, which contained an
unmodified opinion on those financial statements. Our audit was conducted for the purpose of
forming an opinion on the financial statements that collectively comprise the basic financial
statements. The accompanying schedule of customer facility charge revenues and expenditures is
presented for purposes of additional analysis as required by the Code and is not a required part of
the basic financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of customer facility charge revenues and expenditures is fairly stated in all
material respects in relation to the basic financial statements as a whole.

Los Angeles, California
October 28, 2019
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Los Angeles World Airports
(Department of Airports of the City of Los Angeles, California)

Los Angeles International Airport
Schedule of Customer Facility Charge Revenues and Expenditures
For the Fiscal Years Ended June 30, 2019 and 2018
(amounts in thousands)
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Customer facility
charge revenue Interest earned Total revenues

Expenditures on
approved projects

Over revenues
collected on

approved projects

Program to date as of July 1, 2017 $ 266,669 $ 17,377 $ 284,046 $ 3,026 $ 281,020

Fiscal year 2017-18 transactions

Quarter ended September 30, 2017 8,756 848 9,604 — 9,604

Quarter ended December 31, 2017 7,758 921 8,679 — 8,679

Quarter ended March 31, 2018 16,096 1,027 17,123 — 17,123

Quarter ended June 30, 2018 23,149 1,175 24,324 — 24,324

Program to date as of June 30, 2018 322,428 21,348 343,776 3,026 340,750

Fiscal year 2018-19 transactions

Quarter ended September 30, 2018 23,028 1,352 24,380 — 24,380

Quarter ended December 31, 2018 18,695 1,504 20,199 — 20,199

Quarter ended March 31, 2019 17,136 1,652 18,788 — 18,788

Quarter ended June 30, 2019 21,389 1,833 23,222 — 23,222

Unexpended customer facility charge
revenues and interest earned June 30, 2019 $ 402,676 $ 27,689 $ 430,365 $ 3,026 $ 427,339

See accompanying notes to the schedule of customer facility charge revenues and expenditures.



Los Angeles World Airports
(Department of Airports of the City of Los Angeles, California)

Los Angeles International Airport
Notes to the Schedule of Customer Facility Charge Revenues and Expenditures
For the Fiscal Years Ended June 30, 2019 and 2018
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1. General

California law (California Government Code Sections 50474.3, 50474.21 and 50474.22, collectively, CFC
Legislation), which authority was previously contained in California Civil Code Section 1936 et seq., allows airport
operators to require rental car companies to collect a fee from rental car customers on behalf of the airport
operator to pay for certain costs incurred by an airport operator for a consolidated rental car facility (ConRAC)
and a common-use transportation system (CTS) that moves passengers between airport terminals and the
ConRAC. The fee is referred to as Customer Facility Charges (CFCs). Revenue from the CFCs may not exceed the
reasonable costs to finance, design, construct, operate, maintain or otherwise improve, as applicable, those
facilities, systems and modifications.California CFC Legislation permits LAWA to require the collection by rental
car companies of a CFC at a rate charged on a per-day basis up to $9.00 per day (for up to 5 days), and CFCs
collected by the rental car companies on behalf of LAWA are permitted under the California CFC Legislation to
finance, design and construct the ConRAC; to finance, design, construct and operate the APM System, as well
as acquiring vehicles for use in that system; and to finance, design and construct terminal modifications to
accommodate the common-use transportation system.

LAWA is modernizing LAX to improve passenger quality-of-service and provide world class facilities for its
customers. To further transform LAX and to address increasing levels of traffic congestion at and around LAX,
LAWA is working on the Landside Access Modernization Program (LAMP) to implement a ground access system
to LAX, which would include a seamless connection to the regional rail and transit system.

The LAMP program includes the following major project components:

• An Automated People Mover System (APM), including the acquisition of vehicles for the use in such System,
with six APM stations connecting the Central Terminal Area (CTA) via an above-grade fixed guideway to new
proposed ground transportation facilities (serving as the CTS for the ConRAC)

• A ConRAC designed to meet the needs of rental car companies serving LAX with access to the CTA via the
APM

• Two lntermodal Transportation Facilities (ITFs) providing airport parking and pick-up and drop-off areas
outside the CTA for private vehicles and commercial shuttles

• Roadway improvements designed to improve access to the proposed ConRAC, ITFs, the CTA, and other
facilities and reduce traffic congestion in neighboring communities

In November 2001, in anticipation of constructing a ConRAC identified in LAX's master plan, the Board approved 
collection of CFCs of $10.00 per rental contract and began collections in August 2007. On October 5, 2017, the 
Board authorized collection of an updated CFC pursuant to the California CFC Legislation to fund costs of a 
ConRAC and its share of a common-use transportation system (CTS) at LAX. The Board authorized collection of 
CFCs of $7.50 per day for the first five days of each car rental contract, effective January 1, 2018, by rental car 
companies serving LAX. On June 20, 2019, the Board authorized collection of $9.00 per day for the first five 
days of each car rental contract, effective September 1, 2019, by rental car companies serving LAX.
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CFCs are recorded as nonoperating revenue and presented as restricted assets in the financial statements. CFCs 
collected, related interest earnings, and cumulative expenditures to date are summarized as follows (amounts 
in thousands):

2019 2018

Amount collected $ 402,676 $ 322,428

Interest earnings 27,689 21,348

Subtotal 430,365 343,776

Expenditures

ConRAC planning and development costs 3,026 3,026

Unexpended CFCs revenue and interest earnings $ 427,339 $ 340,750

2. Basis of Accounting - Schedule of Customer Facility Charge Revenues and
Expenditures

The accompanying Schedule of Customer Facility Charge Revenues and Expenditures was prepared using the
accrual basis of accounting.
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