OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

FINANCIAL STATEMENTS

DECEMBER 31, 2022




OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

FINANCIAL STATEMENTS WITH SUPPLEMENTAL INFORMATION

YEARS ENDED DECEMBER 31, 2022 AND 2021

CONTENTS
PAGE
Independent Auditor’s Report 1
Statements of Net Assets Available for Benefits 4
Statements of Changes in Net Assets Available for Benefits 6
Notes to Financial Statements 7

Supplemental Information

Schedules of Expenses 13




4
® TCALIBRE

7501 WISCONSIN AVENUE | SUITE 1200 WEST
BETHESDA, MD 20814
T:202.331.9880 | F:202.331.9890

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees

Operating Engineers Local No. 77
Apprenticeship and Skill Improvement Fund

Sparks, MD

Opinion

We have audited the accompanying financial statements of Operating Engineers Local
No. 77 Apprenticeship and Skill Improvement Fund (the Fund) which comprise the
statements of net assets available for benefits as of December 31, 2022 and 2021, and the
related statements of changes in net assets available for benefits for the years then ended,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial status of the Fund as of December 31, 2022 and 2021 and the
changes in its financial status for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis of Opinion

We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section
of our report. We are required to be independent of the Fund and to meet our other
ethicalresponsibilities, in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there
are condifions or events, considered in the aggregate, that raise substantial doubt about
the Fund’s ability fo continue as a going concern for one year after the date the financial
statements are available to be issued.
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Management is also responsible for maintaining a current fund instrument, including all
fund amendments; administering the fund; and determining that the fund’s transactions
that are presented and disclosed in the financial statements are in conformity with the
fund’s provisions, including maintaining sufficient records with respect to each of the
participants, to determine the benefits due or which may become due to such
participants.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intenfional omissions, misrepresentations, or the override of internal
conftrol. Misstatements are considered material if there is a substantial likelihood that,
individually orin the aggregate, they would influence the judgment made by areasonable
user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

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

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive
to those risks. Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 Fund’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluate the
overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Fund’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit, significant audit findings, and
certain internal control-related matters that we identified during the audit.




Supplemental Information

Our audits were performed for the purpose of forming an opinion on the financial
statements as a whole. The supplemental schedule of expenses as of December 31, 2022
and 2021 is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audits of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a
whole.

él»‘;"'u. LA @Vm,o, PLLC

Bethesda, MD
July 28, 2023




OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

DECEMBER 31, 2022 AND 2021

2022 2021
Assets
Investments - at fair value $ 2,834,181 $ 3,142,860
Cash 91,966 24,939
Receivables
Contributions receivable 145,081 146,739
Interest receivable 5,094 4,194
Otherreceivables 1,322 714
Total receivables 151,497 151,647
Prepaid expenses 3,098 13,933
Fixed assets
Land 303,240 303,240
Site improvements 138,019 138.019
Building and improvements 1,070,122 909,465
Furniture and equipment 3,438,125 3,341,521
Automobile 148,515 148,515
5,098,021 4,840,760
Less: accumulated depreciation (3.379,634) (3,188,855)
Net fixed assets 1,718,387 1,651,905
Total assets $ 4,799,129 $ 4,985,284

See accompanying notes to financial statements.




OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS (CONTINUED)

DECEMBER 31, 2022 AND 2021

2022 2021
Liabilities and Net Assets

Liabilities
Training expenses payable $ 3,547 $ 39.431
Administrative expenses payable 14,513 13,087
Building management expenses payable 3,419 4,929
Total liabilities 21,479 57,447
Net assets available for benefits $ 4,777,650 $ 4,927,837

See accompanying notes to financial statements.




OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

YEARS ENDED DECEMBER 31, 2022 AND 2021

Additions
Contributions from contractors

under union agreement
Interest on delinquency
Total

Investment income (loss)

Net change in fair value of investments
Interest
Dividends

Less: investment expenses
Net investment income (loss)

Other income

Total additions

Deductions

Training expenses
Administrative expenses
Building management expenses
Depreciatfion expense

Total deductions

Change in net assets

Net assets available for benefits
Beginning of year

End of year

See accompanying notes to financial statements.

2022 2021
$ 1,416802 $ 1,363,680
1,927 125
1,418,729 1,363,805
(241,726) 136,266
23,074 25,220
39,585 22,945
(179,067) 184,431
(4,792) (5,601)
(183,859) 178,830
- 12,400
1,234,870 1,555,035
982,723 999,221
146,369 127,251
65,186 130,319
190,779 173,401
1,385,057 1,430,192
(150,187) 124,843
4,927,837 4,802,994
$ 4777650 $ 4,927,837




OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE 1. DESCRIPTION OF THE FUND

On May 1, 1962, the Board of Trustees (the Trustees) named pursuant to the terms of a
collective bargaining agreement between Construction Contractors Council and other
employers who executed collective bargaining agreements with the International Union of
Operating Engineers, Local 77, established a fund agreement and declaration of trust
which required participating employers to contribute to a fund, the purpose of which was
to provide a program for the tfraining and education of apprentices. These Trustees serve
on the Operating Engineers’ Skill Improvement and Joint Apprenticeship Training
Committee (Committee). During December 1969, the Committee acquired 169 acres of
land in Prince Georges County, Maryland, to conduct the operations of the training
program.

On November 5, 1975, fitle to the land and improvements were transferred to the
Operating Engineers’ Apprentice Committee, Inc., a title holding company. This company
was established to give the Fund legal identity as required by Maryland law for holders of
real property. All assets titled to the Corporation are reflected within the financial
statements of the Fund.

NOTE2. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

Basis of Accounting - The financial statements have been prepared using the accrual basis
of accounting. Under this basis, revenue is recognized when earned and expenses are
recognized when incurred.

Use of Estimates - The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires the use of estimates and assumptions that affect
the reported amounts of assets, liabilities, and changes therein, and disclosures of
contingent assets and liabilities. Actual results could differ from those estimates.

Investment Valuation and Income Recognition - Investments are carried at fair value. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. See Note 4 for
a discussion of fair value measurements.

Interest income is recognized on the accrual basis. Dividends are reported on the ex-
dividend date. Security fransactions are accounted for on a trade date basis. Net
appreciation (depreciation) in fair value of investments is reflected in the statements of
changes in net assets available for benefits.

A



NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

Fixed Assets - Fixed assets are capitalized at cost. Depreciation is reported on the straight-
line basis over the following useful lives of the assets:

Furniture and equipment 5-10 year life
Building 25 year life
Land -

Site improvements 25 year life
Automobile 3 year life

Depreciation expense for the years ended December 31, 2022 and 2021 was $190,779 and
$173,401, respectively.

The Fund is able to borrow excess heavy equipment inventory from the U.S. Government to
be used for Fund training purposes. The agreement requires that the Fund maintain the
borrowed equipment and maintain the same condition as when received, less normal
wear and tear. The equipment must be adequately insured. The agreement can be
canceled at the discretion of the U.S. Government.

Contributions Receivable - The computation of employer contributions receivable has
been made on the basis of data available at the report date and from estimates provided
by the office of the fund administrator. An allowance for uncollectible accounts is not
considered necessary.

NOTE3. INCOME TAX

The Fund is exempt from Federal income tax under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, no provision for income taxes is included in the
accompanying financial statements.

Accounting principles generally accepted in the United States of America require fund
management to evaluate tax positions taken by the Fund and recognize a tax liability if
the Fund has taken an uncertain position that more likely than not would not be sustained
upon examination by the Internal Revenue Service. The Fund is subject to routine audits by
taxing jurisdictions; however, there are currently no audits for any tax periods in progress.

NOTE 4. FAIR VALUE MEASUREMENTS

Accounting standards provide the framework for measuring fair value which provides a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets (Level 1) and the lowest priority to unobservable inputs (Level 3). The
three levels of the fair value hierarchy are described as follows on the next page:

y



NOTE4. FAIR VALUE MEASUREMENTS (CONTINUED)
Level 1 - Inputsto the valuation methodology are unadjusted quoted prices foridentical
assets or liabilities in active markets that the Fund has the ability to access.

Level 2 - Inputsto the valuation methodology include other significant observable inputs
including:

e Quoted prices for similar assets or liabilities in active markets;

e Quoted prices for identical or similar assets or liabilities in inactive markets;

¢ Inputs other than quoted prices that are observable for the asset or liability;
and

e Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must
be observable for substantially the full ferm of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Following are descriptions of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2022 and
2021.

Short-term investments: Valued at amortized cost, which approximates fair value.

Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held
by the Fund are open-end mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value (NAV)
and fo fransact at that price. The mutual funds held by the Fund are deemed to be
actively traded.

U.S. Government securities: Valued using pricing models maximizing the use of observable
inputs for similar securities.

Corporate bonds, and state, local, and foreign obligations: Valued using pricing models
maximizing the use of observable inputs for similar securities. This includes basing value on
yields currently available on comparable securities of issuers with similar credit ratings.
When quoted prices are not available for identical or similar bonds, the bond is valued
under a discounted cash flows approach that maximizes observable inputs, such as current
yields of similar instruments, but includes adjustments for certain risks that may not be
observable, such as credit and liquidity risks or a broker quote if available.

A



NOTE4. FAIR VALUE MEASUREMENTS (CONTINUED)

The following tables set forth by level, within the fair value hierarchy, the Fund’s assets at
fair value as of December 31, 2022 and 2021:

Assets at Fair Value as of December 31, 2021

Total Level 1 Level 2 Level 3
Short-term investments ~ $ 368033 § 368033 § - $ )
U.S. Government and
agency obligations 161,305 161,305 B _
Corporate obligations 775,524 775,524 - -
Mutual funds 1,529,319 1,529,319 - -
Total assets in the fair
value hierarchy $ 2,834,181 $ 2,834,181 $ - $ -
Assets at Fair Value as of December 31, 2020
Total Level 1 Level 2 Level 3
Short-terminvestments ~ $ 458,460  $ 458,460  $ i $ i
U.S. Government and
agency obligations 53 844 53 844 B _
Corporate obligations 946,128 946,128 - -
Mutual funds 1,684,428 1,684,428 - -
Total assets in the fair
value hierarchy $ 3,142,860 $ 3,142,860 $ - $ -

NOTES5. CONCENTRATION OF CREDIT RISK ARISING FROM CASH DEPOSITS IN
EXCESS OF INSURED LIMITS

The Fund maintains its cash balances in financial institutions located in Maryland. The
balances are insured by the Federal Deposit Insurance Corporation up to $250,000. At
December 31, 2022, the Fund had no uninsured cash balances.

NOTE 6. EMPLOYERS’ PARTICIPATION IN MULTIEMPLOYER PLANS

The Fund conftributes to two multiemployer defined benefit pension plans under terms of
collective bargaining agreements that cover a number of its employees. The risks of
participating in these multiemployer plans are different from single employer plans in the
following aspects:

a. Assetfs contributed to the multiemployer plan by one company may be used to
provide benefits to employees of other participating companies.




NOTE 6. EMPLOYERS’ PARTICIPATION IN MULTIEMPLOYER PLANS (CONTINUED)
b. If aparticipating company stops contributing to the plan, the unfunded obligations
of the plan may be borne by the remaining participating companies.

c. If the Fund stops participating in some or all of its multiemployer plans, and
continues in business, the Fund could be required to pay an amount, referred to as
withdrawal liability, based on the unfunded status of the plan. The Fund has no
intention of stopping its participation in any multiemployer plans.

The Fund'’s participation in these plans for the annual period ending December 31, 2022, is
outlined in the table below. The “EIN/Pension Plan Number” column provides the employee
identification number (EIN) and the three-digit plan number, if applicable. Unless otherwise
noted, the most recent Pension Protection Act (PPA) zone status available in 2022 and 2021
is for the Fund's year-end at December 31, 2021 and 2020, respectively.

The zone statusis based on information that Operating Engineers’ Joint Apprenticeship and
Skill Improvement Fund received from the Fund and is certified by the Fund’s actuary.
Among other factors, plans in the red zone are generally less than 65 percent funded,
plans in the yellow zone are less than 80 percent funded, and plans in the green zone are
at least 80 percent funded. The “FIP/RP Status Pending/Implemented” row indicates plans
for which a funding improvement plan (FIP) or a rehabilitation plan (RP) is either pending or
has beenimplemented. The last row lists the expiration date(s) of the collective bargaining
agreement(s) to which the plans are subject. There have been no significant changes that
affect the comparability of 2022 and 2021 conftributions.

Operating Engineers The General Pension
Pension Trust Fund of Plan of the
Washington, D.C. International Union of
and Vicinity Operating Engineers
EIN/Pension Plan # 52-6038506 - 001 52-6124299 - 001
Pension Protection Act
Zone Status - 2021 Green Green
Zone Status - 2020 Green Green
FIP/RP Status Pending/Implemented - No No
Conftributions -
2021 $ 35,882 $ 78,453
2020 $ 21,778 $ 53,229
Surcharge Imposed - No No

Expiration Date of Collective
Bargaining Agreements Various N/A




NOTE 7. SUBSEQUENT EVENTS

Subsequent events have been evaluated through July 28, 2023, which is the date the
financial statements were available to be issued. This review and evaluation revealed no

material event or transaction which would require an adjustment to or disclosure in the
accompanying financial statements.
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OPERATING ENGINEERS LOCAL NO. 77 APPRENTICESHIP
AND SKILL IMPROVEMENT FUND

SCHEDULES OF EXPENSES

YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
Training expenses
Apprentice training and supplies $ 109,694 $ 104,264
Employee benefits 189,439 181,873
Equipment maintenance 90,291 75,118
Fuel 11,493 8,969
Parts 3,625 6,322
Payroll taxes 43,228 47,587
Salaries 532,391 574,257
Travel 2,562 831
Total training expenses 982,723 999,221
Administration expenses
Fees
Administration 33,194 32,224
Annual audit 15,416 14,730
Payroll audits 4,188 2,552
Investments 1,000 1,000
Legal 15,125 14,907
Fiduciary responsibility insurance 303 199
Insurance 60,447 41,191
Meetings 174 213
Office supplies and expense 13,675 16,521
Postage and printing 760 1,626
Telephone 2,087 2,088
Total administration expenses 146,369 127,251
Building management expenses
Maintenance 30,273 74,646
Utilities 31,521 50,534
Real estate taxes 3,392 5,139
Total building management expenses 65,186 130,319
Depreciation 190,779 173,401

Total expenses $ 1,385,057 $ 1,430,192






