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United Launch Alliance, LL.C

SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE

December 31, 2018
State
Contract/Grant CSFA
State of Florida, Department of Transportation
Passed Through Space Florida — Spaceport
Improvement Program G019 55.037 § 2.797.596
Total expenditures of state financial assistance $ 2797596




United Launch Alliance, LLC

NOTES TO THE SCHEDULE OF EXPENDITURES OF
STATE FINANCIAL ASSISTANCE

December 31, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and presentation of the Schedule of Expenditures of State Financial Assistance
(the “Schedule™) of United Launch Alliance, LLC (the “Entity” or “Company”) have been designed to
conform to accounting principles generally accepted in the United States and the reporting and compliance
requirements of Section 215.97, Florida Statutes, and Chapter 10.650, Rules of the Aundstor General of the State
of Florida.

Reporting Entity

Section 215.97, Florida Siatutes, and Chapter 10.650, Rules of the Auditor General of the State of Florida, set
forth the audit and reporting requirements for state financial assistance. The Schedule includes all State of
Florida awards expended by the Company.

Basis of Accounting

The Schedule has been prepared using the accrual basis of accounting. The accrual basis of accounting
recognizes revenues when they are earned and expenditures when the related liability is incurred.

NOTE 2 - CONTINGENCIES

Grant monies received and disbursed by the Company are for specific purposes and are subject to audit by
the grantor agencies. Such audits may resultin requests for reimbursement due to disallowed expendituges.
In the opinion of management, grant expenditures are in compliance with the terms of the grant agreement
and applicable state laws and regulations. As of June 26, 2019, there were no material questioned or
disallowed costs as a result of grant audits in process or completed of which management is aware.




United Launch Alliance, LL.C
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2018

Section I — Summary of Auditor’s Results
Schedule of Expenditures of State Financial Assistance
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

e Material weakness(es) identified? No
¢ Significant deficiency(ies) identified? None reported
¢ Noncompliance material to financial statements noted? No
Noncompliance material to financial statements noted? No
State Financial Assistance

Internal control over the Space Florida — Spaceport Improvement Program Project:

e Material weakness(es) identified? No
® Sipnificant deficiency(ies) identified? Yes

Type of auditor’s report issued on compliance for
state projects: Unmodified

Any audit findings disclosed that are required to be
reported related to Section 215.97, Florida Statutes
and Chapter 10.650, Rules of the Andstor General of the
State of Florida? No

Identification of major state project:

CSFA Number Name of State Project
55.037 Passed Through Space Florida — Spaceport
Improvement Program

Dollar threshold used to distinguish
between Type A and Type B
projects:
State $300,000

(continued)




United Launch Alliance, LLC
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended December 31, 2018

Section II — Schedule of Expenditures of State Financial Assistance

Finding No. 2018-001

Criteria: The Schedule of Expenditures of State Financial Assistance (the “Schedule) has been prepared
using the accrual basis of accounting. Accordingly, per Florida Administrative Code Section 691-5.004(2)(a)
the determination of when state financial assistance is expended should be based on when the related
activity occurs.

Condition: Although there is a process in place to recognize expenditures within the period of
performance of the award based on the timing of when reimbursements are submitted, there was
insufficient review of the reporting of those expenditures to reflect them in the Schedule on an accrual
basis of accounting.

Cause: Management review controls were not sufficient to review expenditures for reporting on the
Schedule under the accrual basis of accounting, and accruals were not made for such expenditures to reflect
them in the correct period.

Effect: As a result of this finding, there was a total of $348,500 in expenditures that were expended during
the year ended December 31, 2017 that were not reported in the Schedule for the year ended December 31,
2017. While such expenditures were not included in the December 31, 2017 Schedule, the expenditures
were appropriate and eligible expenditures under the Space Florida — Spaceport Improvement Project and
were properly submitted for reimbursement. Therefore, this finding does not result in a questioned cost.

Recommendation: We recommend that the Entity implement a cut-off review control whereby
expenditures are reviewed at period end for proper timing, and accruals are made to reflect expenditures
in the correct accounting period.

View of Responsible Officials: In totality, the Entity agrees with the condition, effect, and
recommendation as provided. We would however like to offer a statement of clarification related to cause.
The Entity believes it acted in good faith in providing all known costs at the time of the audit that were
anticipated to be used as reimbursable for the Space Florida Grant based on the criteria set forth at the
beginning of the 2018 audit of 2017 costs. The Space Florida grant covered only a very small portion of
the Commercial Crew non-recurring effort and at the time of the audit, it was not readily known if the 2017
VIF 2nd Elevator costs would be included when the final invoice was prepared in late 2018 and submitted
early 2019.

Section IIT — State Award Findings and Questioned Costs

No matters were reported.
(continued)




United Launch Alliance, L1.C
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended December 31, 2018

Section IV — Other Matters

No management letter is required because there were no findings required to be reported in 2 management
letter pursuant to Section 10.654(1), Rules of the Auditor General of the State of Florida.

As part of its corrective action plan, the Entity will implement a cut-off review control to review
expenditures at period-end for proper timing and to reflect such expenditures The Schedule of

Expenditures of State Financial Assistance in the correct accounting period.

No summary schedule of prior audit findings is required as there were no prior audit findings.
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