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Independent Auditor’s Report

To the Honorable Members of the City Council 
and the Board of Directors
Municipal Improvement Corporation of Los Angeles 
City of Los Angeles, California

Report on the Financial Statements

We have audited the accompanying financial statements of the Municipal Improvement Corporation of Los 
Angeles (MICLA), a component unit of the City of Los Angeles, California (City) as of and for the years 
ended June 30, 2020 and 2019, and the related notes to the financial statements, which collectively comprise 
MICLA’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of MICLA as of June 30, 2020 and 2019, and the changes in its financial position and its cash 
flows for the years then ended in accordance with accounting principles generally accepted in the United 
States of America.

Macias Gini & O'Connell LLP 
700 South Flower St., Suite 800 
Los Angel es, CA 90017 www.mgocpa.com
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Emphasis of Matter

As discussed in Note 9, while the pandemic has had a negative impact on the City’s revenues, there is no 
anticipated impact on the City’s ability to meet MICLA’s debt service requirements. Our opinion is not 
modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, as listed in the table of contents, be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 21, 2021 
on our consideration of MICLA’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose 
of that report is solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering MICLA’s internal control over financial 
reporting and compliance.

(jrfltif £ C)’&N\ei l /y
Los Angeles, California 
January 21, 2021
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Management’s Discussion and Analysis
June 30, 2020 and 2019

(Unaudited)

The following discussion and analysis provides an overview of the financial activities of the Municipal 
Improvement Corporation of Los Angeles (MICLA) for the fiscal years ended June 30, 2020 and 2019. The 
information presented should be considered in conjunction with MICLA’s basic financial statements.

Financial Highlights, Fiscal Year 2020

Cash receipts from leases during the year totaled $200,150,405 and were used to pay debt service 
requirements.

Cash and investments decreased by $32,889,169 from $124,778,256 at June 30, 2019 to $91,889,087 at 
June 30, 2020 due to decreased new debt issuance and ongoing capital acquisitions.

Deferred outflows of resources decreased by $2,181,619 from $32,330,760 at June 30, 2019 to 
$30,149,141 at June 30, 2020 due to amortization of deferred charges on debt refunding.

As of June 30, 2020, MICLA’s bonded debt and commercial paper notes before unamortized premiums 
and discounts totaled $1,711,983,722, a net increase of $16,757,429 from the prior year’s balance of 
$1,695,226,293.

MICLA’s advances to the City increased by $31,393,156 from $162,089,939 at June 30, 2019 to 
$193,483,095 at June 30, 2020. While advances used to redeem parking system revenue bonds, repay 
street lighting liabilities, and fund capital improvements for other City funds decreased by $10,079,736, 
the advances for refunding of debt issued by MICLA increased by $41,472,892 due to retirement of 
long-term liabilities using MICLA existing funds.

Financial Highlights, Fiscal Year 2019

Cash receipts from leases during the year totaled $251,407,082 and were used to pay debt service 
requirements.

Cash and investments decreased by $32,109,164 from $156,887,420 at June 30, 2018 to $124,778,256 
at June 30, 2019 due to increased debt service payments and refunding.

Deferred outflows of resources decreased by $1,478,084 from $33,808,844 at June 30, 2018 to 
$32,330,760 at June 30, 2019 due to amortization of deferred charges on debt refunding.

As of June 30, 2019, MICLA’s bonded debt and commercial paper notes before unamortized premium 
and discounts totaled $1,695,226,293, a net decrease of $106,172,003 from the prior year’s balance of 
$1,801,398,296.

MICLA’s advances to the City increased by $31,261,255 from $130,828,684 at June 30, 2018 to 
$162,089,939 at June 30, 2019. While advances used to redeem parking system revenue bonds, repay 
street lighting liabilities, and fund capital improvements for other City funds decreased by $8,403,078, 
the advances for refunding of debt issued by MICLA increased by $39,664,333 due to substantial 
retirement of long-term liabilities.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Management’s Discussion and Analysis (Continued)
June 30, 2020 and 2019

(Unaudited)

Financial Statements

MICLA’s financial statements are those of a special-purpose government engaged solely in providing debt 
financing for capital improvements benefiting the City of Los Angeles (City). Under Governmental 
Accounting Standards Board (GASB) Statement No. 34, governments like MICLA that have only business- 
type activities may present only enterprise fund financial statements as follows: (1) statement of net position; 
(2) statement of revenues, expenses and changes in net position; and (3) statement of cash flows.

MICLA’s basic financial statements are prepared on an accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of America. MICLA is structured as a single 
enterprise fund.

The following table presents MICLA’s financial conditions as of June 30, 2020, 2019, and 2018:

June 30
2020 2019 2018

$ $ $Current Assets 
Noncurrent Assets

253,422,742
1,683,005,437

284,280,796
1,642,894,194

319,613,435
1,723,306,765

Total Assets 1,936,428,179 1,927,174,990 2,042,920,200

Deferred Outflows of Resources 30,149,141 32,330,760 33,808,844

Total Assets and Deferred Outflows of Resources 1,966,577,320 1,959,505,750 2,076,729,044

Current Liabilities 
Noncurrent Liabilities

173,544,481
1,705,844,215

178,838,978
1,710,767,894

170,945,094
1,851,737,656

Total Liabilities 1,879,388,696 1,889,606,872 2,022,682,750

$ 87,188,624 $ 69,898,878 $ 54,046,294Net Position - Restricted for Debt Service

The changes in net position for the fiscal years ended June 30, 2020, 2019, and 2018 are shown in the 
following table:

June 30
2020 2019 2018

$ 67,046,625 $ 67,641,127 $ 67,364,577Base Rents from the City - Interest Portion 
Miscellaneous Revenue 
Investment Income 
Interest Subsidy from U.S. Treasury

Total Revenues

10 3,508
2,026,286

821,135
3,154,882
1,354,765

1,473,475
1,796,046

69,894,046 72,150,784 70,637,606

General and Administrative Costs 
Interest and Amortization Expenses 
Cost of Issuance

2,421,969
50,006,035

176,296

3,171,161
52,236,746

890,293

2,687,823
51,911,479

856,349

Total Expenses

Change in Net Position 
Net Position, July 1

Net Position, June 30

52,604,300 56,298,200 55,455,651

17,289,746
69,898,878

15,852,584
54,046,294

15,181,955
38,864,339

$ 87,188,624 $ 69,898,878 $ 54,046,294
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Management’s Discussion and Analysis (Continued)
June 30, 2020 and 2019

(Unaudited)

Long-term Debt

MICLA’s long-term indebtedness at June 30, 2020, 2019, and 2018 are as follows:

June 30
2020 2019 2018

Certificates of Participation 
Lease Revenue Bonds 
Private Placements 
Commercial Paper Notes

Subtotal
Net Unamortized Premiums

$ $ $720,000
1,277,575,000

97,688,722
336,000,000

1,200,000
1,406,605,000

97,621,293
189,800,000

1,655,000
1,362,955,000

116,688,296
320,100,000

1,711,983,722
143,607,425

1,695,226,293
162,829,634

1,801,398,296
153,253,684

Total $ 1,855,591,147 $ 1,858,055,927 $ 1,954,651,980

As part of the lease-purchase program established for the acquisition and improvement of real property, 
capital equipment and real property projects, MICLA was formed to render assistance to the City to finance 
the acquisition of capital assets through the issuance of bonds, certificates of participation, and commercial 
paper notes. The City and MICLA have entered into a number of lease-purchase agreements where MICLA 
serves as the lessor. In the debt agreements, the City has agreed to make rental payments in amounts 
corresponding to MICLA’s debt service requirements and related costs.

In April 2004, the Mayor and City Council approved a $200 million MICLA Commercial Paper Lease 
Financing Program. The Mayor and City Council increased the Program by $100 million in December 2009 
and by an additional $35 million in June 2013 for a total of $335 million. In May 2016, the City authorized 
the expansion of the Program from $335 million to $395 million, and in June 2019, it was extended to $425 
million to address the growing capital needs of the City. The commercial paper program is used to finance 
and refinance capital equipment, the acquisition and improvement of real property, and other financing needs 
of the City. This program allows MICLA to borrow only those amounts needed as invoices are received; to 
obtain flexible short-term maturities; and to borrow at more favorable rates. The notes mature between one 
and 270 days of issuance and are either re-sold in the open market or refinanced with longer-term bonds upon 
maturity. As security to the notes, the City and MICLA entered into an asset-transfer lease agreement on 
certain capital assets with a carrying net book value of $99.1 million and estimated fair value of $469.9 
million as of June 30, 2020. The notes are further secured by irrevocable letters of credit issued by three 
commercial banks.

In November 2015, the City created a separate commercial paper program to issue Lease Revenue 
Commercial Paper Notes for the purposes of making capital improvements to the Los Angeles Convention 
Center facility, which would also represent a lease obligation of the General Fund. These notes are secured by 
a $100 million letter of credit from State Street Bank and Trust Company secured by $397 million in leased 
assets. As of June 30, 2020, a total of $336.0 million in Commercial Paper Notes were outstanding, of which 
$17.7 million were outstanding under the Convention Center Program.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Management’s Discussion and Analysis (Continued)
June 30, 2020 and 2019

(Unaudited)

During the year, MICLA issued $170 million of commercial paper notes and $17.8 million of Private 
Placement lease revenue bonds for the acquisition of capital assets. All MICLA indebtedness is repaid 
through lease agreements with the City that are structured to meet the debt service requirements when due.

As of August 4, 2020, the ratings ofthe MICLA’s debts by Moody’s Investors Service (Moody’s), Standard 
& Poor’s (S&P), Fitch Ratings (Fitch) and Kroll Bond Rating respectively, are as follows: MICLA Lease 
Revenue Obligations (Real Property) Aa3 (except for the Series 2018-C, which has an A-1 rating), AA-, AA- 
and AA; and MICLA Lease Revenue Obligations (Equipment) Aa3, AA-, AA- and AA. On December 22, 
2020, Fitch revised MICLA’s rating outlook to negative from stable. Additional information on MICLA’s 
long-term debt can be found in Note 6 of this report.

Economic Factors

Since MICLA derives its operating revenues almost exclusively from rental income paid to it by the City, any 
economic impact on the City’s operational budget could have a potential effect on MICLA’s revenues.

After three solid quarters of revenue growth, the City’s revenues reacted to the economic shutdown in the 
fourth quarter of fiscal year 2019-20, resulting in final revenues of $196 million under budget, just $143 
million (2.3%) over fiscal year 2018-19. Coupled with the need to increase expenditures to respond to the 
public health crisis, this placed a huge stress on the City’s finances.

For fiscal year 2020-21, the City’s General Fund budgeted receipts are $6.69 billion, which assumes 
estimated revenue growth of 3.5 percent above the fiscal year 2020 revised budget of $6.46 billion, or 5.0 
percent above actual receipts of $6.37 billion.

The City Administrative Officer (CAO) reports to the Mayor and City Council on the status of the budget. 
The CAO’s Second Financial Status Report, issued on December 4, 2020, projected that General Fund 
revenues are likely to fall short of the 2020-21 Budget by $600 million.

The fiscal year 2021 Budget fully funds the City’s lease obligations to MICLA. The Mayor and City Council 
have committed to making debt obligations a priority by adopting a debt policy. The policy provides that non
voter approved debt service requirements must not exceed 6 percent of General Fund receipts unless there is a 
guaranteed new revenue stream for the debt payments and the additional debt will not cause the debt service 
ratio to exceed 7.5 percent. The Budget for debt service decreased by 5.97 percent, from $255.3 million in 
fiscal year 2020 to $240 million in fiscal year 2021. Debt service in fiscal year 2021 represents 3.59 percent 
of budgeted General Fund receipts.

While the pandemic has had a negative impact on the City’s revenues, at this time there is no anticipated 
impact on MICLA.

Request for Information

This financial report is designed to provide our citizens, taxpayers, customers, creditors, and other users with 
a general overview of MICLA’s finances. Questions concerning any of the information provided in this report 
and request for additional financial information should be addressed to the Office of the Controller, 200 North 
Main Street, Room 300, Los Angeles, CA 90012.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Statements of Net Position
June 30, 2020 and 2019

Assets
Current Assets

Cash and Pooled Investments Held by City Treasurer (Note 2) 
Cash and Temporary Investments with Fiscal Agents (Note 2) 
Restricted Cash and Temporary Investments with Fiscal 

Agents (Note 2)
Investment Income Receivable
Interest Subsidy Receivable from U.S. Treasury
Leases Receivable - Current (Note 4)

Total Current Assets

2020 2019

$ $ 55,304,025
3,493,811

34,738,660
1,868,217

55,282,210
42,726

612,650
160,878,279

65,980,420
241,860

1,164,402
158,096,278

253,422,742 284,280,796

Noncurrent Assets
Advances to the City (Note 3)
Leases Receivable - Noncurrent (Note 4) 
Construction in Progress (Note 5)

Total Noncurrent Assets 
Total Assets

193,483,095
1,449,890,919

39,631,423

162,089,939
1,425,512,653

55,291,602
1,683,005,437 1,642,894,194
1,936,428,179 1,927,174,990

Deferred Outflows of Resources
Deferred Charges on Debt Refunding 30,149,141 32,330,760

Total Assets and Deferred Outflows of Resources 1,966,577,320 1,959,505,750

Liabilities 
Current Liabilities

Accounts Payable 
Interest Payable
Obligation Under Securities Lending Transactions (Note 2) 
Other Liabilities
Certificates of Participation, Bonds and Notes Payable - 

Current (Note 6)
Total Current Liabilities

12,565,173
11,131,347

74,300
26,729

20,653,602
10,808,245

88,449
649

149,746,932 147,288,033
173,544,481 178,838,978

Noncurrent Liabilities
Certificates of Participation, Bonds and 

Notes Payable - Noncurrent, Net (Note 6)
Total Noncurrent Liabilities

1,705,844,215 1,710,767,894
1,705,844,215 1,710,767,894

Total Liabilities 1,879,388,696 1,889,606,872

Net Position
$ 87,188,624 $ 69,898,878Net Position - Restricted for Debt Service

See Accompanying Notes to the Basic Financial Statements.
7



MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Statements of Revenues, Expenses and Changes in Net Position
For the Fiscal Years Ended June 30, 2020 and 2019

2020 2019
Operating Revenues

Base Rents from the City - Interest Portion 
Miscellaneous Revenue

Total Operating Revenues

$ 67,046,625 $ 67,641,127
10

67,046,625 67,641,137

Operating Expenses
General and Administrative Expenses 

Total Operating Expenses
2,421,969 3,171,161
2,421,969 3,171,161

Operating Income 64,624,656 64,469,976

Non-Operating Revenues (Expenses)
Investment Income
Interest Subsidy from U.S. Treasury (Note 6) 
Interest and Amortization Expenses 
Debt Issuance Costs

Total Non-Operating Expenses

2,026,286
821,135

(50,006,035)
(176,296)

3,154,882
1,354,765

(52,236,746)
(890,293)

(47,334,910) (48,617,392)

Change in Net Position 17,289,746 15,852,584

Net Position, Beginning of Year 69,898,878 54,046,294

$ 87,188,624 $ 69,898,878Net Position, End of Year

See Accompanying Notes to the Basic Financial Statements.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Statements of Cash Flows
For the Fiscal Years Ended June 30, 2020 and 2019

2020 2019
Cash Flows from Operating Activities

Payments Received From Lessees

Payments Received From Miscellaneous Revenues

Transfer from the City for State Grant Reimbursement 
Payments for General and Administrative Expenses 
Unexpended Funds Transferred to the City to Reduce 

Lease Payments
Net Cash Provided by Operating Activities

$ 200,150,405 $ 251,407,082

10

243,622
(2,470,262) (3,005,029)

(152,505) (414)
197,771,260 248,401,649

Cash Flows from Capital and Related Financing Activities
Principal Paid on Bonds, Certificates of Participation, 

and Commercial Paper Notes 
Payments to Escrow Account to Refund Certificates 

of Participation
Interest Paid on Bonds, Certificates of Participation, 

and Commercial Paper Notes 
Proceeds from Debt Issuance 
Payments for Completed Projects 
Payments for Construction in Progress 
Debt Issuance Costs 
Advances to the City 
Payments (to) from the City 
Interest Subsidy from U.S. Treasury 

Net Cash Used for Capital and Related 
Financing Activities

(171,088,033) (373,187,003)

(18,014,401)

(66,723,523)
187,845,461

(139,123,815)
(38,005,169)

(302,100)
(255,492)

(6,617,995)
1,372,887

(70,281,663)
311,487,817
(91,378,777)
(42,426,758)

(764,489)
(3,142,449)
3,227,643
1,357,865

(232,897,779) (283,122,215)

Cash Flows From Investing Activities
Cash Received from Earnings on Investments 
Decrease in Cash Collateral Received Under 

Securities Lending Transactions
Net Cash Provided by Investing Activities

2,251,499 2,993,415

(14,149) (382,013)
2,237,350 2,611,402

Net Decrease in Cash and Cash Equivalents (32,889,169) (32,109,164)

Cash and Cash Equivalents, July 1 124,778,256 156,887,420

$ 91,889,087 $ 124,778,256Cash and Cash Equivalents, June 30

Reconciliation of cash and investments to the statements of 

net position

Cash and Pooled Investments Held by City Treasurer 

Cash and Temporary Investment with Fiscal Agents 

Restricted Cash and Temporary Investments with Fiscal Agents 

Total Cash and Investment

$ 34,738,660 $ 55,304,025

1,868,217 

55,282,210 

$ 91,889,087 $ 124,778,256

3,493,811

65,980,420

See Accompanying Notes to the Basic Financial Statements.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Statements of Cash Flows (Continued)
For the Fiscal Years Ended June 30, 2020 and 2019

2020 2019
Reconciliation of Operating Income to Net 

Cash Provided by Operating Activities
Operating Income
Adjustments to Reconcile Operating Income to Net Cash 

Provided By Operating Activities

$ 64,624,656 $ 64,469,976

Add - Payments Received From Leases for Principal Portion and Transfers 
Change in Interest Payable 
Change in Prepaid Insurance 
Change in Accounts Payable - Admin. Fee 
Transfer from City for State Grant Reimbursement 
Unexpended Funds Transferred to the City to Reduce 

Lease Payments 
Total Adjustments

133,426,881
(323,102)

181,125,419
2,640,535

24,703
141,430(48,292)

243,622

(152,505) (414)
133,146,604 183,931,673

$ 197,771,260 $ 248,401,649Net Cash Provided by Operating Activities

Summary of Significant Noncash Investing, 
Capital, and Financing Activities
Amortization of Bond Insurance Premiums 
Amortization of Original Issue Premiums 
Change in Fair Value of Investments

$ $ 24,703
(17,551,867)

479,889
(19,222,209)

(274,228)

See Accompanying Notes to the Basic Financial Statements.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of the Organization

The Municipal Improvement Corporation of Los Angeles (MICLA) is a California nonprofit corporation 
formed in 1984 for the purpose of rendering assistance to the City of Los Angeles (City) for financing the 
acquisition of properties and capital equipment, and the construction of buildings and other improvements, for 
the benefit of City residents, through the issuance of bonds, certificates of participation (COPs) and 
commercial paper notes (CP Notes).

Properties or capital equipment acquired or constructed by MICLA are leased to the City under long-term 
lease agreements and become property of the City at the termination of the lease. Capital Equipment is 
equipment that has a useful life of 6 years or more and cannot be easily transportable or hidden. The minimum 
annual lease payments must be sufficient to cover MICLA's debt service payments.

The Articles of Incorporation prevent any part of MICLA's net earnings or assets, either during its existence 
or at the time of dissolution, from inuring to the benefit of any private member or individual. The assets, 
profits, and net revenues of MICLA are irrevocably dedicated to the City. However, until all indebtedness 
incurred by MICLA to finance the capital asset acquisitions has been paid, MICLA's net revenues must be 
used for the purpose of repaying the indebtedness. Upon dissolution, all assets of MICLA that remain after 
payment of all its liabilities must be distributed to the City.

MICLA is a nonprofit entity exempt under IRS code 501(c)(4) from the payment of federal income and 
California franchise taxes. MICLA, however, is subject to the arbitrage restrictions under the U.S. Treasury 
Regulations Section 1.103, which may result in rebates of excess earnings to the U.S. Treasury Department.

MICLA has no employees. The City performs the accounting and administration functions on its behalf 
without charge.

Component Unit of the City

MICLA is a blended component unit of the City because the City confirms the governing board and services 
are performed exclusively for the benefit of the City. The financial statements presented in this report cover 
only the operations of MICLA, which is only a portion of the City (Primary Government). MICLA's financial 
information is included in the City's basic financial statements.

Basis of Presentation and Accounting

MICLA’s basic financial statements are presented using the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of America (GAAP) as promulgated by the 
Government Accounting Standards Board (GASB). Under this method revenues are recorded when earned 
and expenses are recorded when the related liability is incurred.

All activities of MICLA are accounted for within a single enterprise fund. An enterprise fund is used because 
MICLA’s activities are financed with debt that is secured solely by a pledge of lease revenue. The accounting 
and financial reporting treatment applied to MICLA is determined by its measurement focus. The 
transactions of MICLA are accounted for using the flow of economic resources measurement focus. With this 
measurement focus, all assets and liabilities associated with the operations are included on the statement of 
net position. Net position (i.e., total assets and deferred outflows of resources net of total liabilities and 
deferred inflows of resources) is shown as amounts restricted for debt service.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash, Cash Equivalents and Investments

Cash deposits and short-term investments that are both readily convertible to known amounts of cash, and 
have maturities of three months or less, are considered to be cash and cash equivalents.

MICLA records investment transactions on the trade date. Investments in nonparticipating interest earning 
investment contracts (guaranteed investment contracts) are reported at cost, and all other investments are at 
fair value. Fair value is defined as the amount that MICLA could reasonably expect to receive for an 
investment in a current sale between a willing buyer and seller and is generally measured by quoted market 
prices. Portions of MICLA’s restricted cash and investments at June 30, 2020 and 2019 were held in trust 
with fiscal agents.

Advances to the City

Advances to the City are amounts that MICLA lent to the City to refinance the MICLA related and non- 
MICLA related debt. The advances are non-interest bearing, and the City expects to repay the amounts by 
2028. Therefore, the advances are classified as noncurrent assets.

Leases Receivable

As described in Note 4, debt service on the outstanding debt is funded from rents paid by the City to MICLA 
for the use of capital equipment and facilities acquired by MICLA. In the debt agreements, the City has 
covenanted to make rental payments in amounts corresponding to MICLA's debt service requirements and 
related costs. Leases receivable consist of amounts owed to MICLA from the City for costs incurred by 
MICLA in acquiring capital equipment and facilities for the City. To the extent that funds are unexpended 
upon completion of all projects, such funds will be used to retire outstanding debt and the rental payments 
required from the City will be reduced accordingly. Title to the capital equipment and facilities will transfer 
to the City at the end of the respective lease terms. Accordingly, leases are “direct financing leases”. 
Unearned interest income from future lease payments is deducted in order to calculate the net present value of 
lease receivable.

Prepaid Insurance

Prepaid insurance consists of surety bond insurance that is paid in advance and expensed when the benefit is 
received.

Construction in Progress

Construction in progress represents costs accumulated for building construction and improvements and land 
improvements that are not completed at year-end.

Deferred Outflows of Resources

A deferred outflow of resources is defined as a consumption of net position that applies to a future period(s) 
and so will not be recognized as an outflow of resources (expenses/expenditure) until then. Unamortized 
portions of the cost on refunding debt are reported as deferred outflows of resources.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Position

Net Position is comprised of various net earnings from operating and non-operating revenues and expenses. 
Net position is classified as Restricted for Debt Service, which consists of funds held by City Treasurer and 
fiscal agents for the repayment of debt principal or interest or as reserves.

Operating and Non-Operating Revenues and Expenses

MICLA’s sole operational purpose is to issue debt to acquire capital equipment and facilities and lease such 
property to the City, as well as make debt service payments. As such, MICLA derives its operating revenues 
primarily from rental income (interest portion) paid by the City, and its operational expenses which include 
general and administrative expenses paid by MICLA on behalf of and for which will be reimbursed by the 
City. All revenues and expenses not meeting this definition are reported as non-operating revenues and 
expenses.

Use of Estimates

The preparation of the basic financial statements in conformity with generally accepted accounting principles 
requires management to make certain estimates and assumptions that affect certain reported amounts and 
disclosures. Accordingly, the actual results could differ from the estimates.

Effects on Recent GASB Pronouncements

MICLA adopted the following Governmental Accounting Standards Board (GASB) Statements for fiscal year 
2020:

Issued in January 2017, GASB Statement No. 84, Fiduciary Activities, establishes criteria for identifying 
fiduciary activities of all state and local governments. The focus of the criteria generally is on (1) whether a 
government is controlling the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary 
relationship exists. Separate criteria are included to identify fiduciary component units and postemployment 
benefit arrangements that are fiduciary activities. The provisions of this Statement are effective for reporting 
periods beginning after December 15, 2019. MICLA early implemented this Statement, and it has no impact 
on MICLA’s financial statements for the period covered by the audit.

Issued in June 2018, GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a 
Construction Period, establishes accounting requirements for interest cost incurred before the end of a 
construction period. Such interest cost includes all interest that previously was accounted for in accordance 
with the requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting and Financial 
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which are 
superseded by this Statement. The provisions of this Statement are effective for reporting periods beginning 
after December 15, 2020. MICLA early implemented this Statement, and it does not have material impact on 
MICLA’s financial statements for the period covered by the audit.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Issued in August 2018, GASB Statement No. 90, Majority Equity Interests, defines a majority equity interest 
and specifies that a majority equity interest in a legally separate organization should be reported as an 
investment if a government’s holding of the equity interest meets the definition of an investment. The 
provisions of this Statement are effective for reporting periods beginning after December 15, 2019. MICLA 
early implemented this Statement and it has no impact on MICLA’s financial statements for the period 
covered by the audit.

Issued in May 2020, GASB Statement No. 95, Postponement of the Effective Dates of Certain Authoritative 
Guidance, provides temporary relief to governments and other stakeholders in light of the COVID-19 
pandemic by extending the effective dates of certain GASB Statements and Implementation Guides by at least 
one year.

The GASB has issued several pronouncements that have effective dates that may impact future presentations. 
MICLA is evaluating the potential impacts of the following GASB Statements on its accounting practices and 
financial statements.

In June 2017, GASB issued Statement No. 87, Leases. This Statement requires recognition of certain lease 
assets and liabilities for leases that previously were classified as operating leases and recognized as inflows of 
resources or outflows of resources based on the payment provisions of the contract. The Statement requires a 
lessee to recognize a lease liability and an intangible right-to-use lease asset, and a lessor to recognize a lease 
receivable and a deferred inflow of resources. Implementation of this Statement is effective fiscal year 2022.

Issued in May 2019, GASB Statement No. 91, Conduit Debt Obligations defines conduit debt obligation, 
establishes standards of accounting and financial reporting of additional commitments and voluntary 
commitments extended by issuers and arrangements associated with conduit debt obligations, and improving 
required note disclosures. Implementation of this Statement is effective fiscal year 2023.

Issued in May 2020, GASB Statement No. 96, Subscription-Based Information Technology Arrangements 
(SBITAs) (1) defines a SBITA, (2) establishes that a SBITA results in a right-to-use subscription asset - an 
intangible asset - and a corresponding subscription liability, (3) provides the capitalization criteria for outlays 
other than subscription payments, including implementation costs of a SBITA, and (4) requires note 
disclosures regarding a SBITA. Implementation of this Statement is effective fiscal year 2023.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 2 - CASH AND INVESTMENTS

At June 30, 2020 and 2019, MICLA had the following cash and investments:

Fair Value
Investment Type 2020 2019

Cash and Pooled Investments Held by City Treasurer 
Cash and Temporary Investments with Fiscal Agents 

Subtotal

$ 34,738,660
1,868,217

$ 55,304,025
3,493,811

36,606,877 58,797,836

Restricted Cash and Investments with Fiscal Agents 
Money Market Mutual Funds 
Subtotal

55,282,210 65,980,420
55,282,210 65,980,420

Total $ 91,889,087 $ 124,778,256

Cash and Pooled Investments Held by the City Treasurer

The cash balances of substantially all funds on deposit in the City Treasury are pooled and invested by the 
City Treasurer for the purpose of maximizing interest earnings through pooled investment activities but safety 
and liquidity still take precedence over return. Interest earned on pooled investments is allocated to the 
participating funds based on each fund’s average daily deposit balance during the allocation period with all 
remaining interest allocated to the General Fund. The City categorizes its fair value measurements within the 
fair value hierarchy established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets 
for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant 
unobservable inputs. Investments in the City Treasury are stated at fair value based on quoted market prices 
except for money market investments that have remaining maturities of one year or less at time of purchase, 
which are reported at amortized cost.

Pursuant to California Government Code Section 53607 and the Los Angeles City Council (City Council) File 
No. 94-2160, the City Treasurer shall render to the City Council a statement of investment policy (the Policy) 
annually. City Council File No. 11-1740 was adopted on March 19, 2019, as the City’s investment policy. 
The Policy shall remain in effect until the City Council and the Mayor approve a subsequent revision. The 
Policy governs the City’s pooled investment practices. The Policy addresses soundness of financial 
institutions in which the Treasurer will deposit funds and types of investment instruments permitted by 
California Government Code Sections 53600-53635 and 16429.1.

Each investment transaction and the entire portfolio must comply with the California Government Code and 
Policy. Examples of investments permitted by the Policy are obligations of the U.S. Treasury and government 
agencies, local agency bonds, commercial paper notes, certificates of deposit (CD) placement service, 
bankers’ acceptances, medium term notes, repurchase agreements, mutual funds, money market mutual funds, 
and the State of California Local Agency Investment Fund.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 2 - CASH AND INVESTMENTS (Continued)

MICLA maintains a portion of its unrestricted cash and investments in the City’s cash and investment general 
pool and four special investment pools (the Pool). MICLA’s participation in the Pool program at June 30, 
2020 and 2019 were $34.7 million and $55.3 million, respectively. MICLA’s share of the Pool program was 
approximately 0.29% and 0.51% at June 30, 2020 and 2019 respectively. There are no specific investments 
belonging to MICLA in the general pool. Included in MICLA’s portion of the Pool were the allocated 
investment agreements traded at year-end that were settled in the subsequent fiscal year. MICLA’s allocated 
shares for fiscal years 2020 and 2019 were $26,729 and $649, respectively, and were reported as other current 
liabilities in the statement of net position. The City issues a publicly available financial report that includes 
complete disclosures related to the entire cash and investment pool. The financial report may be obtained by 
writing to the City of Los Angeles, Office of the Controller, 200 North Main Street, City Hall East Suite 300, 
Los Angeles, CA 90012 or by phone by calling (213) 978-7200.

Special Investment Pools

Out of $34.7 million and $55.3 million invested in the City’s pooled investments at June 30, 2020 and 2019 
respectively, $24.7 million and $46.7 million were invested in the City’s special investment pools. At June 
30, 2020, investments held in the City’s special investment pools and their maturities are as follows:

Investment Maturities
61 to 365

31 - 60 Days DaysInvestment Type Amount 1-30 Days

$ 24,740,438 $24,740,438 $ $Short-Term Investment Funds

At June 30, 2019, investments held in the City’s special investment pools and their maturities are as follows:

Investment Maturities
61 to 365

31 - 60 Days DaysAmountInvestment Type 1-30 Days

$46,702,267 $46,702,267 $ $Short-Term Investment Funds

City of Los Angeles Securities Lending Program

The Securities Lending Program (SLP) is permitted and limited under provisions of California Government 
Code Section 53601. The City Council approved the SLP on October 22, 1991 under Council File No. 91
1860, which complies with the California Government Code. The objectives of the SLP in their priority 
order are: safety of loaned securities and prudent investment of cash collateral to enhance revenue from the 
investment program. The SLP is governed by a separate policy and guidelines, with oversight responsibility 
of the Investment Advisory Committee.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 2 - CASH AND INVESTMENTS (Continued)

The City’s custodial bank acts as the securities lending agent. In the event a counterparty defaults by reason 
of an act of insolvency, the bank shall take all actions which it deems necessary or appropriate to liquidate 
permitted investment and collateral in connection with such transaction and shall make a reasonable effort for 
two business days (Replacement Period) to apply the proceeds thereof to the purchase of securities identical 
to the loaned securities not returned. If during the Replacement Period the collateral liquidation proceeds are 
insufficient to replace any of the loaned securities not returned, the bank shall, subject to payment by the City 
of the amount of any losses on any permitted investments, pay such additional amounts as necessary to make 
such replacement.

Under the provisions of the SLP, and in accordance with the California Government Code, no more than 20% 
of the market value of the Pool is available for lending. The City loans out U.S. Treasury Bills, U.S. Treasury 
Notes, U.S. Agencies Securities and Supranational Obligations. The City receives cash as collateral on the 
loaned securities, which is reinvested in securities permitted under the policy. In addition, the City receives 
securities as collateral on loaned securities, which the City has no ability to pledge or sell without borrower 
default. In accordance with the California Government Code, the securities lending agent marks to market the 
value of both the collateral and the reinvestments daily. Except for open loans where either party can 
terminate a lending contract on demand, term loans have a maximum life of 92 days. Earnings from securities 
lending accrue to the Pool and are allocated on a pro rata basis to all Pool participants.

MICLA participates in the City’s securities lending program through the City’s pooled investment fund. 
MICLA recognizes its proportionate share of the cash collateral received for securities loaned and the related 
obligation for the general investment pool. At June 30, 2020, MICLA’s portion of the cash collateral and 
related obligation in the City’s program was $0.07 million. At June 30, 2019, MICLA’s portion of the cash 
collateral and related obligation in the City’s program was $0.09 million. Such securities are stated as fair 
value.

During the fiscal year 2020, collateralizations on all loaned securities were within the required 102% of 
market value. The City can sell collateral securities only in the event of borrower default. The lending agent 
provides indemnification for borrower default. There were no violations of legal or contractual provisions 
and no borrower or lending agent default losses during the years. There was no credit risk exposure to the 
City at June 30, 2020 and 2019 because the amounts owed to the borrowers exceeded the amounts borrowed. 
Loaned securities are held by the City’s agents in the City’s name and are not subject to custodial credit risk.

Cash and Investments with Fiscal Agents

The investment practices of the fiscal agents that relate to MICLA’s portfolio are similar as those of the City 
Treasurer, and have similar objectives.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 2 - CASH AND INVESTMENTS (Continued)

At June 30, 2020, MICLA’s cash and investments with fiscal agents consisted of the following investments 
and maturities:

Investment Maturities
Over 5 
Years

366 Days to 5 
Years31 - 365 DaysAmountInvestment Type 1-30 Days

Money Market Mutual Funds 

Total

$55,282,210 $55,282,210 _$

$55,282,210 $55,282,210 $

$ $

$ $

As of June 30, 2019, MICLA’s cash and investments with fiscal agents consisted of the following 
investments and maturities:

Investment Maturities
Over 5 
Years

366 Days to 5 
Years31 - 365 DaysAmountInvestment Type 1-30 Days

Money Market Mutual Funds 

Total

65,980,420 65,980,420

$65,980,420 $65,980,420 $ $ $

Interest Rate Risk

MICLA adopts the City’s policy that limits the maturity of investments to five years for U.S. Treasury and 
government securities. The policy allows funds with longer term investments horizons, to be invested in 
securities that at the time of the investment have a term remaining in excess of five years, but with a 
maximum final maturity of thirty years.

Credit Risk

The City’s policy requires that a money market mutual fund must receive the highest ranking by not less than 
two nationally recognized rating agencies. At June 30, 2020, the money market mutual funds were rated 
AAAm by Standard and Poor’s, and Aaa-mf by Moody’s. At June 30, 2019, the money market mutual funds 
were rated AAAm by Standard and Poor’s, and Aaa-mf by Moody’s.

Fair Value Measurements

The investments are categorized into its fair value measurements within the fair value hierarchy established 
by generally accepted accounting principles. These principles recognize a three-tiered fair value hierarchy, as 
follows:

Level 1: Investments reflect prices quoted in active markets;
Level 2: Investments reflect prices that are based on a similar observable asset either directly or 
indirectly, which may include inputs in markets that are not considered to be active; and 
Level 3: Investments reflect prices based upon unobservable sources.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 2 - CASH AND INVESTMENTS (Continued)

At June 30, 2020, the investments by fair value level are as follows:
_____________ Investment Type_________
Investments Not Subject to Fair Value Hierarchy:
Short-Term Investment Funds

Amount

$ 24,740,438

$ 24,740,438Total Investments - Special Pools

Investments Not Subject to Fair Value Hierarchy: 
Money Market Mutual Funds

Total Investments - Fiscal Agents

55,282,210

$ 55,282,210

At June 30, 2019, the investments by fair value level are as follows:
AmountInvestment Type

Investments Not Subject to Fair Value Hierarchy: 
Short-Term Investment Funds $ 46,702,267

$ 46,702,267Total Investments - Special Pools

Investments Not Subject to Fair Value Hierarchy: 
Money Market Mutual Funds

Total Investments - Fiscal Agents

65,980,420

$ 65,980,420

NOTE 3 - ADVANCES TO THE CITY

MICLA reported $193,483,095 and $162,089,939 of advances to the City as of June 30, 2020 and 2019, 
respectively. Of these two amounts, $112,345,870 and $122,425,606, respectively, were utilized by the City 
to redeem bonds, for the repayment of street lighting liabilities and to fund capital improvements related to 
other City funds. These amounts are reported on the City’s governmental fund financial statements. The 
remaining $81,137,225 and $39,664,333 for June 30, 2020 and 2019, respectively, represents advance 
refunding of debt issued by MICLA and is not reportable on the City’s governmental fund financial 
statements and the government-wide financial statements.

NOTE 4 - LEASES RECEIVABLE

As described in Note 1, MICLA derives most of its resources from financing leases with the City. Lease 
payments to be received from the City are recorded as leases receivable. Lease agreements with the City have 
terms ranging from 1 year to 30 years. In general, the annual lease payments are determined based on the 
principal and interest payments due on MICLA's debt. During the fiscal years ended June 30, 2020 and 2019, 
MICLA received $200,150,405 and $251,407,082, respectively, in lease payments from the City. These lease 
payments exclude federal interest subsidy of $821,135 and $1,354,765 for the fiscal years ended June 30, 
2020 and 2019, respectively.

When there is an advance refunding, the project description does not change. However, the related principal 
and interest payments may be modified according to the refunding debt covenant.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 4 - LEASES RECEIVABLE (Continued)

Amounts due for commercial paper will be repaid when projects are completed and lease agreements are 
signed with the City. At June 30, 2020, the future minimum lease payments to be received by MICLA from 
the City are as follows:

Year Ending June 30 Amount
$2021 208,954,330

197,582,593
150,780,062
134,140,424
125,564,101
498,261,778
340,668,807
188,544,476

5,716,781

2022
2023
2024
2025

2026-2030
2031-2035
2036-2040
2041-2042

Total Future Minimum Lease Payments to be Received
Lease Payments for Commercial Paper
Less: Advance to the City
Less: Unearned Interest Income
Total Lease Receivable

1,850,213,352
336,000,000

(112,345,870)
(463,098,284)

$ 1,610,769,198

At June 30, 2019, the future minimum lease payments to be received by MICLA from the City are as follows:

Year Ending June 30 Amount
$2020 210,701,341

206,776,829
195,405,093
148,602,562
131,962,923
542,119,163
347,547,738
245,688,380

12,513,158

2021
2022
2023
2024

2025-2029
2030-2034
2035-2039
2040-2042

Total Future Minimum Lease Payments to be Received
Lease Payments for Commercial Paper
Less: Advance to the City
Less: Unearned Interest Income
Total Lease Receivable

2,041,317,187
189,800,000

(122,425,606)
(525,082,650)

$ 1,583,608,931
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 5 - CONSTRUCTION IN PROGRESS

The changes in construction in progress for the years ended June 30, 2020 and 2019 are as follows:

Balance 
July 1, 2019

Balance 
June 30, 2020Project Description Transfers Additions Reductions

Real Property Acquisition/ Improvement 
Real Property Acquisition 
Los Angeles Convention Center 
Real Property Acquisition 
Real Property Acquisition 
Real Property Acquisition 
Equipment and Real Property Acquisition 
Los Angeles Convention Center

$ $ (22,868) $ 
(146,288)

$ $2009- D
2010- C
2015- A
2016- B
2018- B
2019- B 

CP Notes 
CP Notes

1,103,525
1,074,409
5,000,000
8,789,295
1,394,458

10,341,198
21,102,786

6,485,931

(538,277)
(3,691)

(5,000,000)
(4,638,553)
(1,189,539)
(1,194,197)

(35,911,414)
(4,300,989)

542,380
924,430

834,313 4,985,055
204,919

9,027,001
17,423,331
6,524,307

(120,000)
(599,532) 32,831,491

4,339,365
$ 55,291,602 $ (888,688) $ 38,005,169 $ (52,776,660) $ 39,631,423

Balance 
July 1, 2018

Balance 
June 30, 2019Project Description Transfers Additions Reductions

Equipment and Real Property Acquisition 
Real Property Acquisition/ Improvement 
Real Property Acquisition

$ $ $ $ $2006-A
2009- D
2010- C

498,956
1,345,306

542,782
239,857

2,384,686
5,000,000

678,918
9,401,485

752,664
2,794,101

(498,956)
(784,160)
(135,573)
(239,857)

(2,384,686)

542,379
667,200

1,103,525
1,074,409

2012-ABC Equipment and Real Property Acquisition
2014- EQ
2015- A

Equipment Lease Purchase 
Los Angeles Convention Center 5,000,000

Capital Equipment Acquisition
Real Property Acquisition
Capital Equipment Acquisition
Real Property Acquisition
Real Property Acquisition
Equipment and Real Property Acquisition
Los Angeles Convention Center

2016-A
2016-B
2018-A
2018- B
2019- B 

CP Notes 
CP Notes

(678,918)
(3,131,522)

(752,664)
(1,399,643)

(36,595,778)
(4,947,667)
(5,925,334) __

$ 42,995,591 $ (57,474,758) $ 55,291,602

2,519,332 8,789,295

1,394,458
10,341,198
21,102,786

6,485,931

46,936,976
(46,936,976)34,418,885

11,713,129
38,568,544

698,136
$ 69,770,769 $

As of June 30, 2020, transfers represent construction in progress not yet completed but were transferred to 
other projects in the City for completion. As of June 30, 2019, transfers represent when debt is refunded, 
construction in progress associated with the old debt is transferred to the new debt. These transfers between 
projects have no impact to the construction in progress balance as of June 30, 2019.
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 6 - LONG-TERM DEBT

To finance a project, MICLA assigns its rights under leases with the City to the trustee who, in accordance 
with the trust agreements, administers the projects and pays principal and interest on outstanding lease 
revenue bonds and COPs. The following is a summary of debt outstanding at June 30, 2020:

Final
Maturity

Original Issue 
Amount

Outstanding 
June 30, 2020Project Interest Rate

Project AS (Ref M)
Project 2010-A 
Project 2010-B 
Project 2010-C 
Project 2012-A 
Project 2012-B 
Project 2012-C 
Project 2014-A 
Project 2014-B 
Project 2015-A 
Project 2016-A 
Project 2016-B 
Project 2018-A 
Project 2018-B 
Project 2018-C 
Project 2019-A 
Project 2019-B
Subtotal Revenue Bonds and COPs 
Project 2011-A 
Project 2013-D 
2014-Equip
2016 Street Lights
2017 Street Lights 
2019 Street Lights 
Subtotal Private Placements 
Total Revenue Bonds, COPs, and Private Placements 

Commercial Paper Notes
Total
Unamortized Bond Premium
Net Revenue Bonds, COPs and CP Notes

10/1/2022
11/1/2020
11/1/2020
11/1/2040
3/1/2022
3/1/2042
3/1/2032
5/1/2034
5/1/2033
11/1/2022
11/1/2026
11/1/2039
11/1/2027
11/1/2037
11/1/2027
11/1/2028
11/1/2038

$ $3.000%-5.000% 
3.000%-5.000% 
1.647%-6.165% 
1.647%-7.842% 

2.000% - 5.000% 
2.000% - 5.000% 
1.500% - 5.000% 
2.000% - 5.000% 
2.000% - 5.000% 
1.260% - 3.592% 
2.000% - 5.000% 
2.000% - 5.000% 

5.000% 
5.000%

2.020% - 3.417% 
5.000% 
5.000%

7,655,000
30.355.000
49.315.000
18.170.000
92.635.000
33.975.000

109.730.000
41.800.000
51.730.000

292.415.000
125.235.000
685.270.000

54.430.000
31.270.000
25.630.000
86.610.000

102.750.000

720,000
3.720.000
6.125.000

15.895.000
23.155.000
28.310.000
61.375.000
32.765.000
17.885.000

113.150.000
91.530.000

601.425.000
46.130.000
29.695.000
21.245.000
84.010.000

101.160.000
1,838,975,000 1,278,295,000

10/1/2028
6/1/2021
11/1/2024
4/1/2024
6/1/2027
6/1/2029

4.257% 
2.79% 

2.065% 
1.89% - 2.1% 

2.460% 
2.010%

11,920,000
39,795,479
67,257,597
26,368,864
39,297,800
17,845,461

4,861,203
753,666

31,947,592
13,698,217
28,582,583
17,845,461

202,485,201 97,688,722
$ 2,041,460,201 1,375,983,722

336,000,000
1,711,983,722

143,607,425
$ 1,855,591,147
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 6 - LONG-TERM DEBT (Continued)

The following is a summary of debt outstanding at June 30, 2019:

Final
Maturity

Original Issue 
Amount

Outstanding 
June 30, 2019Project Interest Rate

Project AS (Ref M)
Project 2009-C 
Project 2010-A 
Project 2010-B 
Project 2010-C 
Project 2012-A 
Project 2012-B 
Project 2012-C 
Project 2014-A 
Project 2014-B 
Project 2015-A 
Project 2016-A 
Project 2016-B 
Project 2018-A 
Project 2018-B 
Project 2018-C 
Project 2019-A 
Project 2019-B 
Subtotal Revenue Bonds and COPs

10/1/2028 
6/1/2021 
11/1/2024 
4/1/2024 
6/1/2027

10/1/2022
9/1/2019
11/1/2020
11/1/2020
11/1/2040
3/1/2022
3/1/2042
3/1/2032
5/1/2034
5/1/2033
11/1/2022
11/1/2026
11/1/2039
11/1/2027
11/1/2037
11/1/2027
11/1/2028
11/1/2038

$ $3.000%-5.000% 
2.000%-5.000% 
3.000%-5.000% 
1.647%-6.165% 
1.647%-7.842% 

2.000% - 5.000% 
2.000% - 5.000% 
1.500% - 5.000% 
2.000% - 5.000% 
2.000% - 5.000% 
1.260% - 3.592% 
2.000% - 5.000% 
2.000% - 5.000% 

5.000% 
5.000%

2.020% - 3.417% 
5.000% 
5.000%

7,655,000
40.095.000
30.355.000
49.315.000
18.170.000
92.635.000
33.975.000

109.730.000
41.800.000
51.730.000

292.415.000
125.235.000
685.270.000
54.430.000
31.270.000
25.630.000
86.610.000

102.750.000

1,200,000
4.760.000
7.270.000

11.885.000
16.200.000
33.910.000
29.075.000
68.195.000
34.435.000
21.760.000

159.450.000
101.675.000
623.680.000

50.705.000
30.685.000
23.560.000
86.610.000

102.750.000
1,879,070,000 1,407,805,000

Project 2011-A 
Project 2013-D 
2014-Equip
2016 Street Lights
2017 Street Lights 
Subtotal Private Placements 
Total Revenue Bonds, COPs, and Private Placements 
Commercial Paper Notes
Total
Unamortized Bond Premium
Net Revenue Bonds, COPs and CP Notes

4.257% 
2.79% 
2.065% 

1.89% - 2.1% 
2.460%

11,920,000
39,795,479
67,257,597
26,368,864
39,297,800

5,521,203
4,198,894

38,654,794
16,965,448
32,280,954

184,639,740 97,621,293
2,063,709,740 1,505,426,293

189,800,000
1,695,226,293

162,829,634
$ 1,858,055,927
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MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 6 - LONG-TERM DEBT (Continued)

Certain COPs and bonds are subject to optional redemption prior to maturity. Maturity dates range from less 
than 1 year to 23 years. Interest rates range from 1.26% to 7.84%.

The COPs and bonds of $1.28 billion and $1.40 billion in 2020 and 2019, respectively, are secured with 
collateral of various facilities and capital equipment of the City. In the event of default and termination, 
MICLA may repossess and re-lease the property and apply the proceeds to the lease payments of the COPs 
and bonds then outstanding.

The following is a summary of the changes in long-term debt for the fiscal years ended June 30, 2020 and 
2019:

Balance June 30, 
2020

Due Within 
One YearBalance July 1, 2019 Additions Retirements

Revenue Bonds and
Revenue Refunding Bonds 

Certificates of Participation 
Private Placements 
Commercial Paper 
Unamortized Premium 
Total

$ (129,030,000)
(480,000)

(17,778,033)
(23,800,000)
(19,222,209)

$ 1,858,055,927 $ 187,845,462 $ (190,310,242) $ 1,855,591,147 $ 149,746,932

$ $ $ 1,277,575,000 
720,000 

97,688,722 
336,000,000 
143,607,425

$1,406,605,000
1,200,000

97,621,293
189,800,000
162,829,634

132,040,000
500,000

17,206,93217,845,462
170,000,000

Balance June 30, 
2019

Due Within 
One YearBalance July 1, 2018 Additions Retirements

Revenue Bonds and
Revenue Refunding Bonds 

Certificates of Participation 
Private Placements 
Commercial Paper 
Unamortized Premium 
Total

$ $ 189,360,000 $ (145,710,000) 
(455,000) 

(19,067,003) 
(225,300,000) 

(17,551,867)

$ 1,406,605,000 
1,200,000 

97,621,293 
189,800,000 
162,829,634

$1,362,955,000
1,655,000

116,688,296
320,100,000
153,253,684

129,030,000
480,000

17,778,033
95,000,000
27,127,817

$ 1,954,651,980 $ 311,487,817 $ (408,083,870) $ 1,858,055,927 $ 147,288,033

On September 1, 2019, MICLA issued private placements 2019 Streetlights of $17.8 million with interest rate 
of 2.01%. The private placements were issued for financing of the City’s acquisition and installation of 
approximately 4,500 streetlights with light-emitting diode (LED) and/or high voltage conversion and other 
related improvements.

MICLA’s outstanding private placements of $97.7 million and $97.6 million in 2020 and 2019, respectively, 
are secured with collateral of various facilities and capital equipment of the City. For the MICLA Series 
2011-A and 2014-EQ, in the event of default, there is an effective default rate that the City is required to pay. 
For the MICLA 2016 Streetlight Financing, 2017 Streetlight Financing, and 2019 Streetlight Financing, the 
City shall transfer all remaining funds in the Construction Fund to MICLA, in which the amounts shall be 
applied to the payment of the rental payments.
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NOTE 6 - LONG-TERM DEBT (Continued)

As of June 30, 2020, annual debt service requirements for Revenue Bonds, COPs, and private placements to 
maturity as follows:

Revenue Bonds and COPs Private Placements

Fiscal year ending June 30: Principal Interest Principal Interest Total
2021 132.540.000

127.520.000
85.695.000
72.800.000
75.205.000

337.300.000
268.585.000
173.285.000 

5,365,000

57,073,451
51,519,505
46,565,389
42,844,379
39,210,176

141,712,893
72,083,807
15,259,476

351,781

208,954,330 
197,582,593 
150,780,062 
134,140,424 
125,564,101 
498,261,778 
340,668,807 
188,544,476 

5,716,781
$ 97,688,722 $ 7,608,773 $ 1,850,213,352

17,206,932
16,794,031
17,142,003
17,497,337
10,536,810
18,511,609

2,133,947
1,749,057
1,377,670

998,708
612,115
737,276

2022
2023
2024
2025

2026-2030 
2031-2035 
2036-2040 
2041-2042 

Total requirements $ 1,278,295,000 $ 466,620,857

As of June 30, 2019, annual debt service requirements for Revenue Bonds, COPs, and private placements to 
maturity as follows:

Revenue Bonds and COPs Private Placements

Fiscal year ending June 30: Principal Interest Principal Interest Total
2020 129.510.000

132.540.000
127.520.000
85.695.000
72.800.000

363.855.000
262.615.000
221.625.000

11.645.000

61,212,182
57,073,451
51,519,505
46,565,389
42.844.379 

158,753,854
84,932,738
24.063.380 

868,158

210,701,341 
206,776,829 
195,405,093 
148,602,562 
131,962,923 
542,119,163 
347,547,738 
245,688,380 

12,513,158
$ 97,621,293 $ 8,057,858 $ 2,041,317,187

17,778,033
15,378,986
14,929,158
15,239,458
15,556,359
18,739,299

2,201,126
1,784,392
1,436,430
1,102,715

762,185
771,010

2021
2022
2023
2024

2025-2029 
2030-2034 
2035-2039 
2040-2044 

Total requirements $ 1,407,805,000 $ 527,833,036

Commercial Paper Notes

In April 2004, the Mayor and City Council approved a $200.0 million MICLA Commercial Paper Lease 
Financing Program (Program). The Mayor and City Council increased the Program to $300.0 million in 
December 2009, to $335.0 million in June 2013, to $395.0 million in May 2016, and to $425.0 million in June 
2019. This program supplements the MICLA capital equipment and real property lease program, and allows 
MICLA to access financial markets quickly; to obtain flexible, short-term maturities; to borrow only those 
amounts needed as invoices are received; and to borrow at more favorable rates. The notes issued mature at a 
specific time between one and 270 days of issuance. Upon maturity, they are either re-sold in the open 
market or refinanced with longer-term bonds. As a security to the notes, the City and MICLA entered into an 
asset-transfer lease agreement on certain capital assets with a carrying net book value as of June 30, 2020 of 
$99.1 million and estimated fair value of $469.9 million. In November 2015, the City created a separate 
commercial paper program to issue Lease Revenue Commercial Paper Notes for the purposes of making 
capital improvements to the Los Angeles Convention Center facility, which would also represent a lease 
obligation of the General Fund.
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NOTE 6 - LONG-TERM DEBT (Continued)

The notes are further secured by direct-pay letters of credit (LOCs) from three commercial banks. Should the 
City draw on the LOCs and not repay the advance within ninety days, the advance is converted to a term loan 
with quarterly payments due for five years at various interest rates based on the different letter of credit and 
reimbursement agreement with banks in the continuing event of default. These commercial paper notes were 
classified as long-term liability as the liquidity facilities give the City the ability to refinance on a long-term 
basis and the City intends to renew the facility or exercise its right to tender the debt as a long-term financing. 
MICLA pays a quarterly non-refundable facility fee corresponding to a specified level associated with the 
applicable lowest long-term rating assigned by Moody’s and S&P to the City’s unenhanced lease obligation 
debt. The primary terms of the LOCs are as follows (in thousands):

Authorized
Amount

Outstanding
Amount

Expiration
DateSeries LOC Fee Rate

$ $Convention Center 
Series A-1/B-1 
Series A-2/B-2 
Series A-3/B-3

6/30/2022
6/30/2022
6/30/2022
6/30/2022

100,000
150.000
100.000 
175,000

17,700
77,100

106,200
135,000

0.34%
0.28%
0.32%
0.32%

For the fiscal year ended June 30, 2020, MICLA paid $1.8 million of the LOC fees for the general 
commercial paper and the Los Angeles Convention Center commercial paper programs. At June 30, 2020, 
outstanding commercial paper notes amounted to $336.0 million with interest rates ranging from 0.11% to 
1.12%. In the event of default, the obligations shall bear interest at the default rate, the banks may stop the 
issuance of additional commercial paper notes, and reduce the stated amount of the letter of credit. In the 
event of termination, MICLA agrees to pay the bank a termination fee in an amount equal to the applicable 
LOC fee rate, the original stated amount, and a prorated amount payable on the date the LOC is terminated.

Build America and Qualified Energy Conservation Bonds

MICLA has designated Series 2009-D, Series 2010-B, and Series 2010-C as “Recovery Zone Economic 
Development Bonds” and Series 2011-A as a “Qualified Energy Conservation Bond” under the provisions of 
the American Recovery and Reinvestment Act of 2009. MICLA expects to receive a direct subsidy of 45% 
and 70% of the interest due to bondholders from the United States Treasury for “Recovery Zone Economic 
Development Bonds” and “Qualified Energy Conservation Bond”, respectively. As of June 30, 2020 and 
2019, MICLA recorded $0.8 million and $1.4 million, respectively, of the interest subsidy as revenues on the 
Statement of Revenues, Expenses and Changes in Net Position. Due to the actions by Congress relative to 
sequestration, the subsidy amount of the interest due to bondholders were reduced by 5.9% and 6.2% for 
federal fiscal year 2020 and 2019 (October 1 - September 30), respectively.
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NOTE 6 - LONG-TERM DEBT (Continued)

Defeased Debt

In prior and current years, MICLA defeased various bonds and certificates of participation by placing the 
proceeds of the new obligations in irrevocable trust accounts to provide for all future debt service payments 
on the old certificates. Accordingly, the trust account assets and the liability for the defeased obligations are 
not included in MICLA’s financial statements.

At June 30, 2020, there were no bonds considered defeased and outstanding. At June 30, 2019, the following 
bonds are considered defeased and outstanding.

Project
Project 2009-D 
Project 2009-E

Total

Amount Defeased
$ 17.345.000

47.675.000

$ 65,020,000
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Notes to the Basic Financial Statements (Continued)
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NOTE 7 - RESTRICTED COVENANTS

The agreements authorizing the issuance of MICLA’s outstanding debt include certain covenants pertaining to 
the disposition of bond proceeds for the construction and acquisition of assets and the redemption of bonds 
and COPs. The amount of cash and investments reported for such purposes at June 30, 2020 for each project 
are as follows:

Project Acquisition Debt Redemption Total

$ 559,689 $ $ 559,689AO
AS 2 2
CP 13,038,689 5,678,726 18,717,415
2009D
2010A
2010B
2010C
2010D
2012A
2012B
2012C
2014A
2014B
2014Equip
2015A
2016A
2016B
2016Streetlights
2017Streetlights
2018A
2018B
2018C
2019A
2019B
2019Streetlights 
Grand Total

2,993 2,993
3,332,302
2,851,116
1,050,412

3,332,302
3,017,336
1,056,877

166,220
6,465

3 3
10,479,589
2,101,275
8,312,608
1,616,375
2,443,541
3,735,506

10,479,589
2,101,275
8,312,608
1,616,375
2,443,541
3,735,506

143 143
207 207

13,569,117 13,569,117
300,292

7,372,893
300,292

7,372,893
121 121
76 76
35 35

50,753 
60,303 

15,159,636 
55,282,210 $ 91,889,087

50,753
60,303

15,159,636 _
$ 36,606,877 $
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NOTE 7 - RESTRICTED COVENANTS (Continued)

The amount of cash and investments reported for such purposes at June 30, 2019 for each project are as 
follows:

Project Acquisition Debt Redemption Total

$ 536,987 $ $ 536,987AO
AS 28 28
CP 11,525,394 24,110,463

4,482,444
35,635,857
4,482,4442009C

2009D
2010A
2010B
2010C
2010D
2012A
2012B
2012C
2014A
2014B
2014Equip
2015A
2016A
2016B
2016Streetlights
2017Streetlights
2018A
2018B
2018C
2019A
2019B
Grand Total

1,080 88 1,168
3,362,173
2,876,865
1,060,247

3,362,173
3,040,156
1,069,191

163,291
8,944

3 3
10,542,149
2,113,944
8,684,672
1,626,048
3,051,855
3,735,506

10,542,149
2,113,944
8,684,672
1,626,048
3,051,855
3,735,506

2,379 2,379
2,016 2,016

30,656,316
500,950

15,404,874

12,065 30,668,381
500,950

15,404,874
1,140 1,140

686 686
322 322

144,711
170,616

144,711
170,616

$ 58,797,836 $ 65,980,420 $ 124,778,256

NOTE 8 - DESCRIPTION OF EXISTING OUTSTANDING DEBT ISSUES AND PROJECTS

Project AO - Provides for the financing of the acquisition of certain capital equipment for Police Emergency 
Command Control Communication System. The bonds were issued in February 2002 for approximately 
$52.3 million.

29



MUNICIPAL IMPROVEMENT CORPORATION OF LOS ANGELES
(A Component Unit of the City of Los Angeles, California)

Notes to the Basic Financial Statements (Continued)
June 30, 2020 and 2019

NOTE 8 - DESCRIPTION OF EXISTING OUTSTANDING DEBT ISSUES AND PROJECTS 
(Continued)

Project AS - Provides for advance refunding of Project M (improvement of Pershing Square) in the aggregate 
principal amount of approximately $7.3 million. The bonds were issued in April 2002 for approximately $7.7 
million.

Project 2009-C - Provides for refinancing costs associated with certain capital equipment used by the City. 
The bonds were issued in December 2009 for approximately $40.1 million.

Project 2009-D - Provides for financing the costs of acquisition, construction, and improvement of certain 
real property occupied by certain City Departments. The bonds were issued as qualified Recovery Zone 
Economic Development Bonds, taxable bonds that qualify the City to receive from the United States Treasury 
on each interest payment date a direct payment equivalent to 45% of interest payable by the City. The bonds 
were issued in December 2009 for approximately $21.3 million.

Project 2010-A - Provides for refinancing, through the retirement of outstanding commercial paper notes of 
MICLA, costs associated with the acquisition of certain capital equipment used by the City. The bonds were 
issued in November 2010 for approximately $30.4 million.

Project 2010-B - Provides for refinancing, through the retirement of outstanding commercial paper notes of 
MICLA, costs associated with the acquisition of certain capital equipment used by the City. The bonds were 
issued as taxable Recovery Zone Economic Development Bonds. The City may elect to receive from the 
United States Treasury on each interest payment date a direct payment equivalent to 45% of interest payable 
by the City. The bonds were issued in November 2010 for approximately $49.3 million.

Project 2010-C - Provides for financing and refinancing, through the retirement of outstanding commercial 
paper notes of MICLA, costs of construction and improvements to certain real property occupied by certain 
City departments. The bonds were issued as taxable Recovery Zone Economic Development Bonds. The 
City may elect to receive from the United States Treasury on each interest payment date a direct payment 
equivalent to 45% of interest payable by the City. The bonds were issued in November 2010 for 
approximately $18.2 million.

Project 2010-D
participation issued for projects AC, AE and AL. The bonds were issued in November 2010 for 
approximately $18.7 million.

Provides for the current refunding of all or a portion of outstanding certificates of

Project 2011-A - Provides financing for the energy retrofit of the 52 buildings located throughout the City 
utilizing a portion of the City’s $37.7 million Qualified Energy Conservation Bond Program (QECB) 
allocation received as part of the American Recovery and Reinvestment Act of 2009 (ARRA). The bonds 
were issued in October 2011 for approximately $11.9 million.

Project 2012-A - Provides for refinancing the costs of acquisition of various items of capital equipment used 
by the City. The bonds were issued in May 2012 for approximately $92.6 million.

Project 2012-B - Provides for refinancing the costs of construction and improvement of certain real property 
occupied by the City. The bonds were issued in May 2012 for approximately $33.9 million.
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NOTE 8 - DESCRIPTION OF EXISTING OUTSTANDING DEBT ISSUES AND PROJECTS 
(Continued)

Project 2012-C - Provides for refunding certain outstanding certificates of participation issued for projects 
AQ, AR, AR2, AU and 3T. The bonds were issued in May 2012 for approximately $109.7 million.

Project 2013-D - Provides for refunding various existing loans of the Bureau of Street Lighting (BSL). The 
bonds were issued in September 2013 for approximately $39.8 million.

Project 2014-A - Provides financing and refinancing the costs of the acquisition and improvement of certain 
real property occupied by the City. The bonds were issued in September 2014 for approximately $41.8 
million.

Project 2014-B - Provides for refunding certain lease revenue bonds issued by the Corporation and to prepay 
certain outstanding certificates of participation executed and delivered on behalf of the City. The bonds were 
issued in September 2014 for approximately $51.7 million.

Capital Equipment Lease Purchase - Provides for refunding of the commercial paper issued to purchase the 
capital equipment for the benefit of the City. The bonds were issued in November 2014 for approximately 
$67.2 million.

Commercial Paper Notes - In April 2004, the Mayor and City Council approved a $200 million MICLA 
Commercial Paper (MICLA CP) Program for the purpose of providing moneys to finance the acquisition of 
capital assets and improvements to real properties. The Mayor and City Council increased the program by 
$100 million in December 2009 and by an additional amount of $35 million in June 2013 for a total maximum 
amount of $335 million. The City authorized the expansion of the Program from $335 million to $395 
million in May 2016 and then to $425 million in June 2019. The amount of commercial paper outstanding as 
of June 30, 2020 and 2019 was $336.0 million and $189.8 million, respectively. In November 2015, the City 
created a separate commercial paper program to issue Lease Revenue Commercial Paper Notes for the 
purposes of making capital improvements to the Los Angeles Convention Center facility, which would also 
represent a lease obligation of the General Fund.

Project 2015-A
Convention and Exhibition Center Authority. The bonds were issued in November 2015 for approximately 
$292.4 million.

Provides for refunding of certain lease revenue bonds issued by the Los Angeles

Project 2016 Streetlights Financing - Provides for financing and refinancing of the City’s acquisition and 
installation of approximately 28,750 streetlights with light-emitting diode (LED) and/or high voltage 
conversion and other related improvements. The bonds were issued in April 2016 for approximately $26.4 
million.

Project 2016-A - Provides for retiring of certain maturities of commercial paper issued by MICLA and 
refunding certain lease revenue bonds issued by MICLA, the proceeds of which were used to finance the 
acquisition of certain items of capital equipment and vehicles of the City. The bonds were issued in June 
2016 for approximately $125.2 million.
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Project 2016-B - Provides for financing and refinancing the costs of the acquisition and improvement of 
certain real property occupied by the City, retiring certain maturities of commercial paper issued by MICLA 
and refunding certain lease revenue bonds issued by MICLA, the proceeds of which were used to finance the 
acquisition and improvement of certain real property of the City. The bonds were issued in June 2016 for 
approximately $685.3 million.

Project 2017 Streetlights Financing - Provides for financing and refinancing of the City’s acquisition and 
installation of approximately 17,500 streetlights with light-emitting diode (LED) and/or high voltage 
conversion and other related improvements. The bonds were issued in April 2017 for approximately $39.3 
million.

Project 2018-A - Provides for retiring of certain maturities of commercial paper issued by MICLA, the 
proceeds of which were used to finance the acquisition of certain items of capital equipment and vehicles of 
the City. The bonds were issued in February 2018 for approximately $54.4 million.

Project 2018-B - Provides for retiring of certain maturities of commercial papers issued by MICLA, the 
proceeds of which were used to finance and refinance the acquisition of certain real property of the City. The 
bonds were issued in February 2018 for approximately $31.3 million.

Project 2018-C - Provides for prepayment of all of the outstanding Taxable Certificates of Participation (Real 
Property Acquisition Program AK) Hollywood and Highland Theater Project (the “1999 Certificates”), which 
evidence the proportionate interest of the owners thereof in lease payments made by the City pursuant to a 
lease agreement with MICLA. The bonds were issued in February 2018 for approximately $25.6 million.

Project 2019-A - Provides for retiring of certain maturities of commercial papers issued by MICLA, the 
proceeds of which were used to finance and refinance the acquisition of certain items of capital equipment of 
the City. The bonds were issued in June 2019 for approximately $86.6 million.

Project 2019-B - Provides for retiring of certain maturities of commercial papers issued by MICLA, the 
proceeds of which were used to finance and refinance the acquisition of certain real property of the City and 
refund all of the outstanding Municipal Improvement Corporation of Los Angeles Lease Revenue Bonds, 
Series 2009-D (Recovery Zone Economic Development Bonds). The bonds were issued in June 2019 for 
approximately $102.8 million.

Project 2019 Streetlights Financing - Provides for financing and refinancing of the City’s acquisition and 
installation of approximately 4,500 streetlights with light-emitting diode (LED) and/or high voltage 
conversion and other related improvements. The bonds were issued in September 2019 for approximately 
$17.8 million.

NOTE 9 - IMPACT OF COVID-19 PANDEMIC

While the COVID-19 pandemic has had a negative impact on the City’s revenues, at this time there is no 
anticipated impact on the City’s ability to meet MICLA’s debt service requirements.
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NOTE 10 - SUBSEQUENT EVENTS

On August 13, 2020, MICLA issued Lease Revenue Bonds Series 2020-A, Lease Revenue Refunding Bonds 
Series 2020-B, and Lease Revenue Refunding Bonds Series 2020-C for $84,725,000, $80,850,000, and 
$102,265,000, respectively. On November 20, 2020, MICLA issued 2020 Streetlights Financing for 
$9,088,272.
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Independent Auditor’s Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance With Governmental Auditing Standards

To the Honorable Members of the City Council 
and the Board of Directors
Municipal Improvement Corporation of Los Angeles 
City of Los Angeles, California

We have audited, in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Municipal Improvement 
Corporation of Los Angeles (MICLA), a component unit of the City of Los Angeles, California, as of and 
for the year ended June 30, 2020, and the related notes to the financial statements, which collectively 
comprise MICLA’s basic financial statements, and have issued our report thereon dated January 21, 2021. 
Our report includes an emphasis of matter paragraph on the impact of the COVID-19 pandemic to MICLA’s 
financial condition.

Internal Control Over Financial Reporting

In planning and performing our audit of the MICLA financial statements, we considered the City’s internal 
control over MICLA’s financial reporting (internal control) as a basis for designing audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the City’s internal control related 
to MICLA. Accordingly, we do not express an opinion on the effectiveness of the City’s internal control 
related to MICLA.

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected on a timely basis. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether MICLA’s financial statements are free from 
material misstatement, we performed tests of the City’s compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on MICLA’s financial statements. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards.

Macias Gini & O'Connell LLP 
700 South Flower St., Suite 800 
Los Angel es, CA 90017 www.mgocpa.com
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal 
control or on compliance over MICLA’s financial reporting. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the City’s internal control 
and compliance over MICLA’s financial reporting. Accordingly, this communication is not suitable for any 
other purpose.

Los Angeles, California 
January 21, 2021
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