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The Board of Directors

Antonio B. Won Pat International Airport Authority, Guam
P.O. Box 8770

Tamuning, Guam 96931

We have performed an audit of the financial statements of the Antonio B. Won Pat International
Airport Authority, Guam (the Authority), a component unit of the Government of Guam, as of
and for the year ended September 30, 2017, in accordance with auditing standards generally
accepted in the United States and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, and have
issued our report thereon dated March 28, 2018.

REQUIRED COMMUNICATIONS

Professional standards require the auditor to provide the Board of Directors (the Board or those
charged with governance) with additional information regarding the scope and results of the
audit that may assist the Board (or those charged with governance) in overseeing the financial
reporting and disclosure processes which the management of the Authority is responsible. We
summarize these required communications as follows:

Auditors’ Responsibilities under Auditing Standards Generally Accepted in the United
States (US GAAS) and Generally Accepted Government Auditing Standards (GAGAS)

The financial statements are the responsibility of the Authority’s management. Our audit was
designed in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, to obtain reasonable, rather than absolute,
assurance that the financial statements are free of material misstatement. We were not engaged
to perform an audit of the Authority’s internal control over financial reporting.

A member firm of Ernst & Young Global Limited



The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

Auditors’ Responsibilities under US GAAS and GAGAS, continued

Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Authority’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating
the overall financial statement presentation.

As part of our audit, we considered the Authority’s internal control over financial reporting as a
basis for designing audit procedures that were appropriate in the circumstances.

As described in our engagement letter dated July 22, 2015, the objective of a financial statement
audit performed in accordance with US GAAS and GAGAS is as follows:

1.

To express an opinion on whether the basic financial statements of the Authority are presented
fairly, in all material respects, in conformity with U.S. generally accepted accounting
principles. To conduct an audit in accordance with the Single Audit Act Amendments of 1996
and the provisions of Title 2 U.S Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance) and will include tests of accounting records, a determination of major
program(s) in accordance with the Uniform Guidance, and other procedures we consider
necessary to enable us to express an opinion on compliance for each major program and to
render the required reports.

To provide a report on internal control over financial reporting related to the financial
statements and compliance with laws, regulations and the provisions of contracts or grant
agreements and other matters, noncompliance with which could have a material effect on the
financial statements, as required by Government Auditing Standards. We did not perform
sufficient procedures to render an opinion on internal control over financial reporting nor on
compliance with provisions of laws, regulations, contracts or grant agreements and other
matters, and therefore, we did not express such an opinion.

To report on the fairness of the schedule of expenditures of federal awards when considered
in relation to the financial statements as a whole. We also will report on internal control related
to major programs and provide an opinion on compliance with laws, regulations and the
provisions of contracts or grant agreements that could have a direct and material effect on
each major program in accordance with the Single Audit Act Amendments of 1996 and the
Uniform Guidance.
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The Adoption of, or a Change in Significant Accounting Policies

We determined that the Board is informed about the initial selection of, and any changes in
significant accounting principles or their application when the accounting principle or its
application, including alternative methods of applying the accounting principle, has a material
effect on the financial statements.

Effective October 1, 2016, the Authority implemented:

GASB Statement No. 73, Accounting and Financial Reporting for Pensions and Related
Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68. This Statement establishes accounting and
financial reporting standards for pensions that do not meet the requirements set forth in
Statement No. 67, Financial Reporting for Pension Plans and Statement No. 68,
Accounting and Financial Reporting for Pensions, and makes some modifications to
GASB Statements No. 67 and 68.

GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, effective for periods beginning after June 15, 2016. This Statement
replaces Statement No. 43, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, as amended, and No. 57, OPEB Measurements by Agent Employers
and Agent Multiple-Employer Plans.

GASB Statement No. 77, Tax Abatement Disclosures. This Statement requires
governments that enter into tax abatement agreements to disclose information about those
agreements.

GASB Statement No. 78, Pensions Provided Through Certain Multiple-Employer Defined
Benefit Pension Plans. The objective of this Statement is to address a practice issue
regarding the scope and applicability of Statement No. 68, Accounting and Financial
Reporting for Pensions. This issue is associated with pensions provided through certain
multiple-employer defined benefit pension plans and to state or local governmental
employers whose employees are provided with such pensions.

GASB Statement No. 79, Certain External Investment Pools and Pool Participants. This
Statement addresses accounting and financial reporting for certain external investment
pools and pool participants. Specifically, it establishes criteria for an external investment
pool to qualify for making the election to measure all of its investments at amortized costs
for financial reporting purposes.

GASB Statement No. 80, Blending Requirements for Certain Component Units. The
Statement is intended to provide clarity about how certain component units incorporated
as not-for-profit corporations should be presented in the financial statements of the primary
state or local government.

Auditor’s Judgments about the Quality of the Authority’s Accounting Principles

We discussed our judgments about the quality, not just the acceptability, of the Authority’s
accounting principles as applied in its financial reporting, including the consistency of the
accounting policies and their application and the clarity and completeness of the financial
statements and related disclosures.
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Sensitive Accounting Estimates

Certain estimates are particularly sensitive due to their significance to the financial statements
and the possibility that future events may differ significantly from management’s expectations.

We determined that the Board is informed about management’s process for formulating
particularly sensitive estimates and about the basis to our conclusions regarding the
reasonableness of those estimates.

Management s judgment is called upon in:
Preparing budgets that are used to administer and monitor the Authority’s operations.
These budgets include determining how existing financial resources will be used in the
Authority’s operations.
Determining the valuation of investments.
Determining the adequacy of the recorded valuation of receivables, including the need for any
reserve.
Determining useful lives in the calculation of depreciation expense.
Determining assumptions utilized in measuring pension and other employee-related
reserves and related costs for financial accounting purposes.

Material Corrected Misstatements

As a result of our audit procedures, material misstatements were brought to the attention of
management and were corrected during the current period (see Appendix A — Summary of
Corrected Misstatements). During our audit, several post-closing journal entries were recorded
while we were conducting our fieldwork.

Uncorrected Misstatements Considered by Management to be Immaterial

Certain uncorrected misstatements accumulated by us (i.e. adjustments either identified by us or
brought to our attention by management) were identified during the audit and pertaining to the
latest period presented, which were determined by the Authority’s management to be immaterial,
both individually and in the aggregate, to the financial statements as a whole (see Appendix B —
Summary of Uncorrected Misstatements).

Other Information in Documents Containing the Audited Financial Statements

We reviewed the Management’s Discussion and Analysis and other supplementary schedules to
the financial statements to ensure consistency with the audited financial statements.

Consultation with Other Accountants
We are not aware of any consultations that management may have had with other accountants

regarding any significant auditing and accounting matters during the fiscal year ended September
30, 2017.
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Disagreements with Management on Financial Accounting and Reporting Matters

There were no material disagreements with the Authority’s management on financial accounting
and reporting matters during the audit.

Major Issues Discussed with Management Prior to Retention

There were no major accounting issues discussed with the Authority’s management prior to our
retention.

Methods of Accounting for Significant Unusual Transactions and for Controversial or
Emerging Issues

We are not aware of any significant unusual transactions recorded by the Authority, or of any
significant accounting policies used by the Authority related to controversial or emerging areas for
which there is lack of authoritative guidance.

Serious Difficulties Encountered in Dealing with Management in Performing the Audit

There were no serious difficulties encountered in dealing with management in performing the
audit.

Fraud and lllegal Acts

We are not aware of any matters that require communication. Furthermore, the Authority’s
management has represented to us that they were not aware of any fraud or illegal acts for the
period from October 1, 2016 to March 28, 2018 (see Appendix C — Management’s Representation
Letter).

Control Related Matters

We have identified a significant deficiency in our separately issued Report of Independent
Auditors on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards dated March 28, 2018. We have identified a significant deficiency in our separately
issued Report of Independent Auditors on Compliance for Each Major Federal Program; Report
on Internal Control Over Compliance and Report on Schedule of Expenditures of Federal Awards
Required by the Uniform Guidance, also dated March 28, 2018.

We have communicated to management, in a separate letter also dated March 28, 2018, certain
deficiencies and other matters related to the Authority’s internal control over financial reporting
that we identified during the audit.

Management’s written responses to our comments have not been subjected to the auditing
procedures applied in our audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any form of assurance on the appropriateness of the responses or the
effectiveness of any corrective actions described therein.
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Independence

We are not aware of any relationships between Ernst & Young and our related entities, and the
Authority, or any other matters that in our professional judgment, may reasonably be thought to
bear on our independence.

We confirm that we are independent with respect to the Authority within the meaning of the
applicable published rules and pronouncements, its interpretations and rulings.

*hkkkikkkkikk

This report is intended solely for the use of the Authority’s board of directors and management,
the Office of Public Accountability of Guam, and is not intended to be and should not be used by
anyone other than these specified parties. However, this report is also a matter of public record.

Very truly yours,

Sandt + LLP
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Appendix
A — Summary of Corrected Misstatements
B — Summary of Uncorrected Misstatements

C — Management’s Representation Letters
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A — Summary of Corrected Misstatements

Communication schedule for corrected misstatements

Entity: [Antonio B. Won Pat International Airport Authority, Guam Period ended: | 30-Sep-2017 Currency:
Corrected misstatements Analysis of misstatements Debit/(Credit)
No. WI/P ref. Assets Assets Liabilities Liabilities Equity Effect on the | Income statement effect
Account Current Non-current Current Non-current | components | current period of the current period
ocl
(misstatements are recorded as journal entries| Debit/(Credit) | Debit/(Credit) | Debit/(Credit) | Debit/(Credit) | Debit/(Credit) | Debit/(Credit) | Debit/(Credit) Non
with a description) taxable

AJE 1|K0123 To expense a CIP project, that was closed-out and was improperly capitalized, including the reversal of the associated depreciation expense.
620.8311.TB Rprs & Maint-Equip-TB Contractual | 80,640
25.2161.TB Equip - Terminal Bldg Depreciable capital assets (80,640)
25.2351.TB Acc Dpr Bldg Impr - T Depreciable capital assets 66,815
90.8771.TB Depreciation expense | (66,815)

AJE 2|P0400 01 To adjust the ending balance of NPL accounts re: GASB68 Retirement and GASB73 Ad Hoc Benefits based on the actuarial valuation.
Net Pension Liability (33,180)
Deferred inflow 210,199
Personnel services: Pension Expense (including Plug) 546,784
Deferred outflow | (723,803)

|Total of corrected misstatements before income tax | 0 (737,628)] 0] 177,019] 0f 0] 560,609

Financial statement amounts | 23,274,731] 594,?56,291[ (40,11 T.?04)| {252.956,238)| (324,957,080)| (9,552,883)

Effect of corrected misstatements on F/S amounts [ 0.0%| -0.1%] 0.0%| -0.1%| 0.0%|
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A — Summary of Corrected Misstatements, continued

Communication schedule for corrected misstatements

Entity: |A.E. Waon Pat International Airport Authority. Guam Period ended: I ED-Eap-ZﬂIEi Currency: uUsD
Cormrected misstatements Analysis of misstatements Debit/|Credit)
No. WIP ref. Assets Assets Liabilities Liabilities Equity Effect on the | Income statement effect
Account Current Non-current Current Non-current components | current period of the current pericd
ocCl
[(misstatements are recorded as journal entries | Debit/{Credit) | Debit(Credit) | Debit(Credit) | Debit/{Credit) | Debit/|{Credit) | Debit/{Credit) | DebitCredit) Non
with a description} taxable
AJE 1 |PD400 To record the GASE 68 adjustment for the year
Deferred Outflows 2,505,529
Deferred Inflows - Pension Obligation 1,481,625
Met Pension Liability [1.670.954)
Parsonnel Services (2,316,200)
AJE 2 |ED100 To record additional allowance for bad debts.
Provizion for Bad Debts 350,000
Allowance for Doubtful Accounts (350,000)
FY¥17 |KO123 (FY1T) To expense the CIP that was improperly capitalized.
AJE 1 Contractual 302,920
Met Assets 917,517
Mon-depreciable capital assets {1,220,437)
F¥17 |P0400 01 (FY¥17) |To adjust the beginning balance of net pension liability as of 10/1/2015 to reflect the implementation of GASB 73.
AJE 2 Met Aszets 2.854 958
Deferred outflow 235,803
Met Pension Liability (3,090,781)
F¥17 |P0400 01 (F¥17) |To adjust the ending balance of NPL re: GASEGE Retirement only based on the revised discount rate.
AJE 2 Defarred outflow | 454 203
Personnel services: Pension Expense (including Plug) 1,113,803
Met Pension Liability l (1,568,106)
F¥17 |P0400 01 (FY17) |To adjust the ending balance of NPL re: GASBT3 Ad Hoc Benefits based on the actuarial valuation.
AJE 2 Deferred outfiow 82,482
Met Pension Liability 12,436
Deferred inflow {127.230)
Personnel services: Pension Expense (including Plug) 32,312
Total of corrected misstatements before income tax [350,000) 2,057,580 0 (4,862, 900) 3, T72.475 L] (517,065)
Financial statement amounts 17,446,224 508,527,754 (34,968,613)] (265,601,168} (315404,187) (7,117,893
Effect of corrected misstatements on F/S amounts -2.0% 0.3% 0.0% 1.9% -1.2% 7.3%
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Antonio B. Won Pat International Airport Authority, Guam

Communication schedule for uncorrected misstatements

Entity: |Antunio B. Won Pat International Airport Authority, Guam

B — Summary of Uncorrected Misstatements

Period Ended: 30-Sep-2017 Currency: UsD
|Uncorrected misstatements Analysis of misstatements Debit/|Credit)
No. WP ref. Account [Note 1) Assets Assets Liabilities Liabilities Equity Effect on the | Income statement effect Income statement effect of
Current Mon-current ‘Current Non-current components current period of the current period the prior period
(misstatements are recorded as journal entries with a Debit/[Credit) Debit'{Credit) Debiti{Credit) Debit{Credit) Debit/{Credit) Debit'{Credit) | Debit/{Credit) Mon Prior peried Men
description ) {Mote 2) [Note 2) (Mote 2) {Note 2) taxable Debit/{Credit) | taxable
rFactnn] misstatements: I I
SAD 01 |PY Q0100 |Turnaround effect of prior year misstatement: To reverse interest for October 1, 2016, which was included in FY 16 as part of interest expense.
Mt position {36, 068)
Interest expense
|Judgmamn| misstatements: | | l
SAD 02 |ED100 F.1  |To record additional allowance for bad debts.
Provision for Bad Debts 118,000
Allowance for Doubtful Accounis (119,000)
|Total of uncerrected misstatements before income tax | 1119,000)] o| | af of a| 119.000] (36.068)
|Total ef uncerrected misstatements | 1119,000)] 0] [ of 0] af 118,000] {36,068)
Financial statement amounts | 2327473 1| 594.?56,291‘.| (40,11 ?.?-:H:-I .'252.'95-5.232}! L324.957.E-E-31-| {D,552.B83) (7.117.883)

Effact of uncorrected misstatements on FIS amounts

[ -0.5%]| 0.0%] 0.0%] 0.0%] 0.0%)

Memo: Total of non-taxable items (marked X" abowe)

|

Uncaorrected misstatements before income tax |

Less: Tax effect of misstatements at current year marginal rate |

Uncorrected misstatements in income tax

Cumulative effect of uncorrected misstatements after tax but before turnaround |

Turnaround effect of prior period uncorrected misstatemants
All factual and projected misstatements:
Judgmental misstatements [Note 3):

(36,068))

[

136,066}

Memo: Before tax

Cumulative effect of uncorrected misstatements, after tumaround effect |

-1.2%] 115.000]
0% | ol
-1.2%] 119.000]
After tax
[ 36.068] 36,068]
| 0 o]
-1.6%] 155068

Current year income before tax

Current year income after tax

{9.552.6863}

10
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C — Management’s Representation Letters

3 Tal (6717 Adba 308
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March ZB, 2018

Emst & Young LLP

Suite Hil, Emst & Young Building
231 Ypao Road

Tamuning, Guam %913

I comnection with your audits of the basic financial sietements of the Amoric B. Won Pat
Infermational Airport Autborly, Guam (the Authority) as of September M, 200 T and 2014 and for
the perieds then ended, we recognize that obiaining represemations from us conceming the
infirmalion contained i thas bewer i @ significant procedure in crabling vou o fsem an opinion
whether the financial statements present fairly, inall material respects, the respective changes in
linancial position and cash flows, thereal in confarmily with US generally accepted accounting
prinsiples,

Certain represenlations in this letler are deseribed as being limied o masiters that are material.
lherms are considered material, repardless of size, if they involve an omission or misstatement of
accounling information thal, in light of surreunding circumstances, makes it probable that the
idgment of & reasonable person relying on the information would b= changed or infleenced by
the amission of misslatemenl

Accardingly, we make the following representations, whech are trse to the best af aur knowledge
and belief

Mrnagement's responsibilities

We have fulfilled our responsibilities, as s2t forth in the temms of the nudit engagemsnt agresment
dated July 22, 20135, for the preparation and [air presentation af the finencial stavements (incleding

dizclosures) in conformity with US generally accepted sccounting principles (US GAAP) applied
an o hasis consistent with that of the preceding p:rinlim

We ackpowledge our responsibility for the design, implementation and mainienamce of internal
contral rebevant e the preparation and farr presemation of finencal staremenis that are res from

material missiatement, whether due io frawd or error, We have provided you with;

*  Access Lo all information, of which we are aware, that is relevamt b the preparadsen and
foir presentation of the financial statements such as records, data, documentztion and other
makiers

& Additional information that you have requested from us for the purpese of the awdin

» Unrestricted access o persons within the Awhority from whom you determined it
mecessary b oblain evidence

oo [l masao- ALEa)

T S L il

11



The Board of Directors
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C — Management’s Representation Letters, continued

A B Won Pat Intemnational Airport Authority, Guam
Leirer of Represemation

Ml rar gt "8 respomsiinilieies, comiimoed

We recognize that we are responsible for the Awhority’s compliance with the kaws, regulations,
provisions of contracts and grant agreements that are applicable s i1, We hawe identified and
disclossd o your represemtatives all lwows, regulations, provisions of comtracte and prant
agreemenls 1hat have a direct and matenal effect on the determination of finamcial satement
amounis or ather financial dala sSignificant 0 the audit ohjectives,

W have idemtifled 10 vwour represematives all previous ausdite, sttestation engagements, and olher
siudies related 1o the aodit objectives and whether the relatsd recommendations have been
implemered.

There has been no nencompliane: or pessible noncompliancs with provisions of condrocts or grant
agreemenls in any jurisdiclion whase effests should ke considersd for diselosure in the fnascial
statemenis or ns o basis for recording a loss contingency,

There have been no instances of abuse that have accurred or are likely to have occurred ihat could
be quantitatively ¢r qualitatively materinl to the financial staements.

We have a process 1o track the staws of asdit Andings and recommendations.

We have provided views on your reported findings, conclusions, and recommendations. xs well os
management's planned correchive actions, for the reparl

W have taken tmely and appropriate steps o remedy fraud, and noncomplinncs with provisions
of laws, regulations, contracls or grant agresments, or abuse thal you have reparted.

We have no plans or imtentions that may maserially affect the camying valee ar classification of
assers and liabilites.

Inrernal contral

There are ne material transactions that have nal been properly reconded in the accaunting records
underlving the financial stasements,

We have commumicated to you all significant d=ficiencies and material weaknesses in the design
or gperation of mtemal contral over fnancial reporiing. There bave been mo signifrcant changes in
intermal condrol since September 30, 2007,

[
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C — Management’s Representation Letters, continued

AB. Won IPat Intemational Afrpart Authariy, Guam
Letter of Represeniation

Encarrected missiarsanenis

We believe that the effects of any urcomecied misstalemenis (including those rmlated 1o
supplementary information), summanized in ibe accompanying schedulbes, accumulated by you
during the currend medit and peraining e the laest period presenied are Emmaterial, both
andividually amd in the aggregate, by the financial statements as a whaele and Lo the supplementary

infiormation,

In addition, 10 the extent thal uneerresied mistalements (including those related v supplementary
information) have been subsequently identified in the current periad that affect prior year financial
siternenis andlor supplementary information, we have evaluabed the effiect of somesting praoe vear
financial statements andfor supplementary information and believe that the effects of the
urcorrecied misstalements are immaterial, both indivedually and in the aggrepate, o both the
curreni and prior yeoar financial siatemens as 8 whole and supplementary information,

Minutes aimd contracty

The dates of meetings of sharsholders, direciors, commitiees of directors and importan
mamagement camemitiees fram Ocober 1, 2006 o March 28, 2008 are ag followa:

We have made available w you all minoes of the mestings of shaseholders, directors and
cammittees of direciors or summanies of actions of recent meetings for which minukes have nod

Date Meeting
Ociober 27, 2016
Diecernber 14, 2016
Jamuzary 26, 2017
February 3, 2017
February 33, 2017
harch 30, 2017
April &6, 2007
April 27, 2007
Moy 25, 2017
luly &, 2017
July 27, 2007
Angust 1, 2007
Auogust 31, 2017
Sepiember 26, 2007
Oictober 26, 017
Moverwber 30, 2017
December 1, 2007
December 28, 2017
Jamugzry 2%, 2018
February X2, XOER

yel been prepared.

Type

Repular
Regular
Regulas
Regular
Regular
Regular
Recorvened
Regular
Regular
Repulas
Regular
Reconvened
Regular
Regular
Regular
Regular
Reconvensd
Regular
Regular
Regular

13
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C — Management’s Representation Letters, continued

A.B. Wan Pat International Airport Authority, Ciusam
Letter of Representation

Minutes and confracts, couninaped

We also have made avadlsble o wou all significsnt contracls, including amendments, and
agreements and have communicabed to you all significant oml agreements, We have complied with
all aspects of contraciual agreervents that would bave a materal effect on the financial staements
in ihe event of nopcompliance, including all covennnts, conditions or oiher requirements of all
oulsianding debit.

Siganificant aisunmptions

Significant assumpisens ussd by us in making nccounting estimates, including those measured af
fair valoe, ane reasonable and supponable.

Ewvirvowmensal linhilinies

We have disclosed 10 vou all significant pollution rervediation matters and have made available 1o
waig all significant relevant information related to them. The pollution remedistion obligations
melided in the ststements of pel poshiion represends our best estimate of the potential losses in
accordance with GASH Statement Mo, 49 a5 amended. The disclosures of pollution remed istion
mafters in the financial slatements ace in accordance with GASE Statement Mo, 49 a8 amended,

Dhererslip amd pledping of asse

Except for properties capialized under capital leases, the Awthority has satisfaciory iitle 1o all
ASERS qp‘pﬂ,r.ing im the statements of net position. Mo security agreements have been executed
uitder the provizions of the Uniform Commercial Code, and there are no liens or encumbrances on
asseis, nor has any asset been F|E|:|[-Ed. excepl as desclosed i the financial siatements. All assets o
which ik Authority has sstisfaciory title appear in the statements of net position {except asssts
beased fo others under sales-lype leases).

Receivables aud reveuines

Feceivables represent walid claims againg the debtors mdicsted and do nat include amounts for
goods shipped or services provided subseguent to the sintement of net posilion dates, goods
shipped on consigrment, of ather 1ypes of arrangements nol constitating =ales. Receivables have
been deterrnined in accordance with all relevant GASE Sements, incleding OASE Smatements
Mo 33 and 62 a8 aspended.

A,-:I:qmﬂ: pn;wi.iilm has heen made for logsses, cosls ond expenses that may be incurred subsequent
Lo thie sratesresnt of el poaition dates in respect of any sales and services rendered prior to those
damtes and for tmeollectible scoounts, discounts, retums and allowances, etc., thal may be incarred
i ihe colbection of receivables ai those daies,

We have disclosnd 1o you all sabes erms (both aupressed and mplied), including all rights of retum
or price adjustments and warmanty provisions, We have made available fo you all significant
contracts, communicaisons {eitber written or oral), asd other relevant information pertaining (o
arrangemenis with our customers, incleding distributors and resclbors.

14
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Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

AR, Won Pal International Adrpon Awthoenty, Guam
Letter of Representaiion

Tnvenfories

Physical counts and measuremends of invenories were made by competent employess under the
supervision of management and book records were appropriately adjusied after giving
recognition w0 cut-off for materials received and products shipped,

Adeguats provisien bas been mede for losses under firm parchase commitments for poods or
inventory, There have been no reductions of the selling prices of lnished goods subseguent 10
September M, 200 T and none are comemplated,

Long-lived assets to be beld and used, including amartizable intongible assets

Ma evenits or changes in circumsiances bive oocurmed that indicate the cammying amounts of kong-
liwed assets 1o be held and used, mcluding imangible assets that are subject to amoriization, may
mot b recoverable,

Fiair value meqsureramiy

We are responsible for the estimation methods and nesumpdions wsed in menguring assels and
liahilities reported or disclosed at fair value, including mformation obtained froaw brokers, pricing
services of other thard partics. Our valustion methodologies have been consistently applied from
period to period. The Fair valee mensurements repacted or disclosed represent our best eatimase of
fusr value as of the eessarement dave in sccordance with the requirements of CASH Statement
Mo T2 In additien, our disclogures relsted o fair value messuremenis ane consistent with the
objectives gullined n GASB Statement Mo, 72,

Relosed party relatipuships and tranvactions

We have made avpilable tp wou the names of all relaled parties and all relationships and
transactions with related parties,

The aubsiance of transoctions with relaied pariies s defined in GASE Sitement Mo, 56 as
amended, has been considered and appropriase adjustments or disclesures are made in the hasic
financial scatements, and information concemning thess transactions and amounts kave been made
available 1o vou.

Side ngreemenis and otler arrangemenis

There have been no side agreements or other amangements (either writen or oral) thal have ned
been disclosed 1o you,

Arraugenneny with fTnancial insfiluEians
AFrangeiments with financial institations involving compensaling balances or other arrangements

mvelving restictions on cash balances and line-of-credit or similar arrangements have been
properly recorded or disclosed in the financial scsements.
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The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

AR Won Pat Imtemnational Arrport Authodty, Guam

Letter of Represeniation

Evenrs af defirult under debr agreemenis

Mo ewents of default have occurred with respect 1o any of the Awhority’s debi agreements,
Comiiargreant Halbilities

There are no unasseried claims or assessments, including those our lawyers bave advised us of,
that are probable of asertion and mus be disclosed in aceordance with GAST 62 other than those
disclosed in the financial stalements.

There have been na vielations or possible violations of laws or regulations in any jurisdiction
whose effects should be considered for disclosure in the financial slatements of 83 & basis for
recowding o loss contingency.

There have been mo internal investigations or communmications from regulatory agencies of
governmenl representalives conceming investigations or allegations of roncompliance with laws
or regulations in any jurisdiction, noncompliance with or deficiencies in financial reporting
praciioes, or oiber matiers that could have a material effect on the financial Slatements,

There are no other liakilities or gain or loss contingencies considered material, individually or in
the aggregaote, that are required 1o be secrued or disclosed by genemally accepied accouniing
principles other chan those accrued or disclosed in the fnancial slasements, ror are there any
accruals fior loss contingencies included in the siatements of net position or gain conlingencies
reflected im earmings that ate not in confommity with the provisions of GASE 62,

(el ov wriiten grarmomiees
There are no aml or written guaraniess, including puarantess of the debs of others,
Purchaze comrrnitarenis

At September 30, 2017 and 2016, the Autherity had no purchase commitments for imventories in
excess of nosmal reguirements or at prices that were in excess of marked of those dates,

There were r Dgreements of commitments 1o repurchase aseds previously sold. There wens no
material commitments ousstarding #1 September 30, 20 7 and 2016 as a result of being a party 1o
fuslures or forwards contracts, shor dales or hedge ransactions,

Frand

We acknowledge our respansibility for the design, implemenzation and mainlenance of programs
and intemal control 1o prevent and detect frawd

We have no knowledge of any frowd ar suspected frawd involving management or oiher employees
who have a significant role in the Authority”s internzl cantrol aver financial reponting. In addision,
we have no knowledpe of any fraud or saspecsed fraud involving other employees where the Fraud
coald have 8 material effect on the financial stalements.
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The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

AR Won Pat Imemational Arpont Authanty, (Guam

Lewer of Representation
Fraud, confinued

We bave disclosed 1o vou the resulis of our assessment of the risk that the financial salements may
he mnterinlly misstnbed s a result of fraud. We have disclosed o vou all albepaions of financial
imnpropristies, including fraud or suspectd fraud, coming 1o sur atlentien (regardless of the seurce
ar foom and including, without LEmitation, allegations by “whistle=hlowers™) where such
albegations could resull in & missintement of the finencial statements o otherwise affect the
fimancial repacting of the Awhority.

Fadepemdence
We are nol sware of any capital lease, material cooperative arangement of other business

relatiorship betwesn the Auvbenty and Ernat & Young LLP or any ather member firm of the global
Emstl & Young organization.

We are nol swase of any reason that Emst & Young LLP would not be considered o be
independent for purposes of the Authority's sudits

Conflets of interest
There are no instances where any afficer or eimployec of the Authority has an inderest in a company

with which the Authority does business that would be considered a “canflict of intenest.” Such an
ineerest woakd be conlrary 1o the Authority's policy.

Ejffecis af mew acconnting principles

Az discussed in Moge 1 i the Fnancial stsements, we have pod compbeted the process of svaluating
the effiects that will result from adopting the amendments 1o the following codifications provided
in Governmenlal Accounting Standards Board (GASB):

GASE Statemcet Mo, 75
GASE Starement Mo, 81
GASE Statemen Mo, B2
GASE Satement Ma. B3
GASH Siatement Ma. B4
ASHE Siaternent Mo, K5
GASHE Sintement Ma. BG
GASH Siptement Ma. BT

The Autharity is therelore unable 1o disclose the ¢ffects that adopting the amendments in the
aforementioned GASH Statemsents will have on its finamcial position and the chomges in il
firancial pasition when such statements ane adogred,

Required supplementany information

We acknowledge our nesponsibibity for the required supplementary information on the
msanagement’s discussion and analysis, the schedule of the Awbority”s proporionate share of net
persien lizbility and related ratios, and the schedule of the Autherity’s contribations related to

7
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The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

& B, Wan Pat International Airport Authority, Chuam
Letter of Representation

GASE Starersent No. 68—as amended, which have been measured and presented in conformity
with the guidelines established by the Governmental Accoumting Standards Board in its applicable
CiASH Staternent. There have been no changes in the methods of measurement or presentaian of
the required supplementary information fram these used in the prior period. We are responsible
for the significant assumptions and inespeetations underlying the measurement and presentation
af the required supplementary informatian. We bebieve that the significant assumptions and
inderprelations used ane reasonable,

We believe that the separate presentabion of the schedule of chanpes in total pension liability and
related ratios related o GASH statement Mo, 73 is nat significant.  The required information i3
cambined with schedules required under GASE Stmement No. 68,

We have omitted the Schedule of Funding Progress and Actuarial Acerved Liability - Posi
Employment Benefits Other Than Pensicn that US. penerally accepted accownting principles
requinz Lo be presented 1o supplement the basic financial statements. W understand the missing
information, althowgh mot o part of the basic fnancial statements is required by the Governmental
Accounting Standasds Board which considers if to be an essenbal part of financial reponting for
placing the basic finamcial statements i an appropoiate operational, economic of Ristorical context,

Supplementary information

We are responsibhe for the preparaizen and faic presensation of the following schedules (the
“supplementary information™):

Schedule 3 - Facilites and Systems Usage Charges
Schedule 4 - Concession Fees

Schedule 5 - Renal Income

Schedule & - Contraciual Services

Schedule 7 - Personne| Services

Schedule 8 - Materials ard Supplees

Sthedule % - Insurancs Coverage

Sehedule 10 - Reconcilintion of Historical Fineneial Resuls
Srhedule 11 - Employes Diata

We believe the supplementary information, mcludmg its form and comtent, is fairly staied in all
material respects in relaton 1o the basic financial statements as p whele,

These have been no changss in the metheds of measusensent or presentation of ihe supplementary
infarmation from those uwsed in the prior period,

There are no signiffcant assumplions ar inlerpretations usderlying the measurement or presentstion
of the informsslion.
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The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

AB. Won Pat International Afrport Authority, Guam
Letter of Represeniation

Croverament of Guarr General Fmd

Pursuant 1o 3 GCA Chapter 22 § 22421 Trangfer of Autonomons Agency Revennes iv Awlonomans
Agencier Colleciions Furd, ceriain sufonomous agencies, to include the Authority, are 1o remii
cerinin amounts b the Governmen! of Guam General Fund at the end of each fiscal vear,

Molwithstanding the requirements of 3 G.C.A. § 22421, the Awbogity is prohabited by s 203
Gieneral Fevenue Bond Indentures (20013 Indentures) and federal baw from transfersing any funds
from its operating surpls 1o the General Fasd

Dwring the course of Fiscal Year 2017, there was no substantive progress of discussions with the
Executive and Legislative branches to repeal 3 GCA § 22421 or on the issue of the Govemmenl
of Guam assessment.

The Autharily recopnizes that i b an instrupentality of the Governmerd of Guam, The Authority
imay reimburse the Government of Guam for casts of services and contribitions provided 1o the
Authority subject 1o the stasdards of documentation as required by the FAAs Pahcy and
Procedures Concerning the Lise of Airport Revenue, The Autharily may atso pay for an indirect
cost allocation that ks reasonsble, transparent, calculated similarly for olther gevernmental unids
and consistent with Altachment A 1o OMB Circular A-87 and the aforementioned FAA palicy,

ther Represeniafions

a  We have identified and disclosed 1o vou, all provazions of laws and regulations that
could have a direct and material sffect on financial statement amounts, mcleding
fegal and comtractual provissons for reporting specific activities in scpamts funds

a  We have identified and disclossd to you violations (and possible vielanons) of laws,
reguelations and provisions of contracts and grand agreements with effects that
should be considered for disclosure in the financlal stalements of as 8 basis for
recarding 4 loss contingency.

o We have followed applicable laws and regulations in adopting, approving and
amending budgets, debt limits and covenants and secondary markel disclosares,
deposits and invesiments, including collateral requirsments o depository sccounts
and investmens.

g The financial stabements property classify all funds and activites in accordancs
with GAB Staternent Mo. 54—as amended.

o Components of ned position {net investrents in capital sssets, restricted; and
urrestricied) and fund balance reserves and designations are properly elassfied
and, if applicable, approved.

o Provisions for uncollectible receivables have been properly identified and recorded.
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The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

A.B, Won Pat International Airpont Authority, Guam
Letter of Ri:pﬂ:sﬂ'll.tliim

(hker Representiotions, contirned
o Special and extraordinary ilems are appropriately classified and reparied.

o Risk disclasures associated with deposits and invesiment securities are presented
in accordance with GASE requirements.

@ Irvestments are properly valoed.

o Caphial assets, including infrasinecture pssets, are properly capitalized, reporied
ard, if npplicable, depreciated.

Subrrguent evenis

Subsequent 10 Sepiember 30, 2017, no evenls o transactions have occurmed or are pending that
would kave a materizl effect on the basic financial statements at that daxte or for the period then
ended, of that are of such significance mn relation w ibe Awbority s affairs to require menticn in a
node b the basie Rnascial statements in order to make them not misteading regasding the financisl
positicn, changes in financial pasiden, and cash flows of the Ambority

* & & & 4 & &

We umdersiand that your audits were conducted in accordance with suditing standards generally
acocpied in the United States as eatablished by the American Institute of Certified Public
Accountanes and the standards applicable to financial aedis contained in Geverament Audliting
Standards, issued by the Comptroller General of the United Siates, and was, therefore, desiged
primarily for the purpose of expressing an opinion on the basic financial statements of the
Authority, and that your 16518 of the sccourting records and ather auditing procedures were limited
io those that you considered necessacy for that purpose,

Very truly

Chalea H."Ada, 11
Execulive Mamages

. ."-.. a5

Compgloller

1]
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The Board of Directors
Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

Tl (BT GAG-SBI0
E Fad (A7) Ba6.863% WERE O IT
whew g Lt poth oo 2 4 ﬂ

Ernst & Youung LLP
Emst & Young Building
231 Ypao Road, Suite 201
Tamimzng, Guam 96313

We are providing this ketter in connection with your sudin of the federal award programs of the
Aronio B, Won Pat Airpost Authority, Guam (the ®Authocity™) &2 of and for the year ended
September 30, 2017, which was performed in accordance with auditing standards generally
accepied in the United Siates, the standards for financial audits contained in Gavernmenr Audiring
Seaackrads, issued by the Compuroller General of the United States, the Single Audin A
Amendments of 1996, and the audit requirements of Title 2 LS. Code of Federal Regilations Pari
20, Uiforst Admiriciraiive Requirements, Cosl Principles, amd Al Reguirenenfs for Federal
Asards (Uniform Cusdamee). We recopnize that shtaining representations from us concsming the
infisrmation contained in this letter is a sipnificant procedure and we understand thst the purpose
of your testing of trarsactions and records from the Authority's federal programs was fo oblain
reasonable assarancs that the Authority had complied, in all maserial respects, with the compliance
requirements that could bave a direst and material effect on each of s major programs,

Irr conmeetion with your awdit, we confirm, o the best of our knowledge and belief, the following
represenialions:

1. We ncknowledpe our responsibility for understanding and complying with the requirements of
federal stuses, regulations, and the terms and conditions of federal awards related 10 each of
our federal programs. We are responaible for complying, and have complied, with the
requirements of the Unaform Guidance.

2. We have identified and disclossd 10 you the requirements of federal siatses, repalations, and
il terms and conditions of federal awards that are considered to have a direct and maverial
effiect an each of the Authority's major federd programs.

3. We have made available 1o you all federal awards (including amendments, if any) and any
other comespondence rebevant 1o federal programs and relsted activites that have taken place
wilh federol ngencies or pass-through eities.,

4. Wi have made availahle 1o you all documentsiion related 1o complince wilh he direct and
minterind compliance requirerments, including informatien related te federal program financial
reparts &nd cloimes for advances and reimburscments.

5. We have provided 10 vou our interpretstions of any compliance requirements that are subject
L3 varving inlerpretations.

=
W=== Ml masao- &)
_——
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A
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C — Management’s Representation Letters, continued

We ackmowledges our responsibility for establishing and maintzining, and have established and
maintained effective intermal contral over compliance Tor federal proprams tha provides
reasonable assurance that federal awards are maraged in complianee with federal statutes,
regulations, and 1he ferms and conditions of federal awards that could have a material effect
on the federal programs.

We have complied in all matenal respects with the requirements of the Uniform Guaidames
including with the direct and material compliance requirements, and with federal siatutes,
regulations, and the terms and conditions federal awards related 1o each of the lederal
prograsmds, excepd for those (ndings disclosed in the Schedubs of Findings and CQuestioned
Caoals and'or otherwise dischosed to you.

We have iderdified and disclosed to vou all ameunis guestioned and 21l known noncompliancs
wilh the direct and malerial compliance requirements af federal awards.

W are responsible for the presemiation of the Schedule of Expenditures of Federal Awards
{“the Scheduale™ in accordance wilh the Uniform Guidance, 2 CFR 200,31k} We believe
e schedule, fncluding e form and comtent, 18 presented in sccordance with the Uniform
Guidnrsce, 2 CFR 2005 1(b). There have been no changes in the methods of measurement or
presentation of the schedule from those ussd in the prior perod. There are no signaficant
asguenplions or interpretations underlying the measuremment of presentation of the schedule.

. We schnowledge that it is owr responsibility for understanding and complying with the

campliance requirements related to the preparation of the Schedule. We have identified and
dizclosed to youw all of sur povemment programs and related activities subgect to the Unform
Guidance complinnes awdit and have includsd in the Schedule all expenditures made during
the period for all awands provided by federal agencses n the form of grants, foderal cost
reimbursement contmcis, loans, bean guamntess and other noncash awards, properiy (including
diunated surplus property ), cooperative agreements under the Federal Acquisition Regalations,
inferest subsidies, insurance, food commodities, direct appropeiotions and other direct
asgislance. The schedule 1 accurale amd complete in 2ll matenal respects, presents the
iformathon reguired by the Uniform Guldance, and fncludes all faderal propram expenditures
made during the year ended September 30, 2007,

We have charged cogis to federal swards in accordance with applicable cost principles.

Information presenied in federnl program financial reporis and claims for advances and
reimbursemenls ane supported by the books and records from which the Authoriny's financial
statements have been prepared, and are prepared on a basis consistent with that presented in
the Schedule of Expendinures of Federal Awards

Amounis claimed or used lor marching were determined in sccondamce with the applicable cost
principbes and administrative requirenents.

The capies of the Authority’s federal progrum financial reports provided (o you are iroe copies
of the reports submiited or electiranically tranamitied to the federal agencies or pass-through
crlilics, as appllicable,
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C — Management’s Representation Letters, continued

We scknowledge our responsibility for the design, implemeniation and maimenance of
programss and intenal control to prevend and desect fraud. We have na knowledge of any fraud
ar suspected Fraud alfecting federal programs involving managament or other employees who
have a significant role moinlemal control over financial reporting and compliance. In addition,
wie have o knowledge of any fraud or suspected fraad involving other employess where the
fraud could have a material efect on the federal programs. We have disclosed 10 you all
allegations of financlal impropeicties, incloding fraud or swspected frauwd, coming fo pur
atention (regardless of the source or form and including, without limitazion, allegations by
“whistle-blowers™) where sech allegations cowld resull i & migsaatement of the fnanelal
spberreeils of odberwise affect the financial reporting of the federal progrm

. We have accurately complsted the approprinte sections of the Datn Collection Form.

. We are responsible for, and have accuralely prepared, the summary schedube of poer sudis

firdirgs o inelude all lindings required o be iscloded by the Unifosm Guidance.

. The reporiing package docs pod comain protecied personally identifiable information.

. We have provided you with all information on the status of the folleweup on prior audig

findings by lederal awarding agencies and pass-throwgh entites, including all management
decizions,

. We have disclozed to you any communications from federal awarding agencies and pass-

through enliies concerming possible noncompliancs with the direct and material comgpliance
reduiremsnts, including communications received from the end of the penicd covered by the
compliance awdil o the date of this leter.

We have disclosed to you the findings received and related comective actions taken for
previous awdits, anesistbon engagemiens, aind internal or extemal monltoring that directly relate
1o the ohjsctives of the compliance audit, inchuding findings received and comective actions
taken from the year ended Seprember 30, 2017 v the date of ths lettes.

We have disclosed 1o you all known nencompliance with direct and material complinncs
rexjulremenis socurring subsequent to the year ended Seplember 30, 2007,

We have disclosed wheiher any clanges in imemal control over compliance or other factors
that might significantly affect inernal control, including any comrective action token with
regand 1o significant deflclencies and material weaknesses in intemal control over compliance,
hiave ocowmed subsequent to the year ended September M, 2017

We have disclosed the nature of any subsequent events that provide sdditonal evidemse with
respect 10 camklitions thal existed 2t the end of dhe reporling pemiod that affect noncampliance
during the wear endsd Seplember 30, 2017,

We have elecied 1o adopl the procurement standards of the Uniform Guidance prior to the
groce period of theee full flacal years after the effective date of the Uniform Guidance of
Oetaber 1, 2017 allowed by the Council on Financial Asgistance Reform's Freguently
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C — Management’s Representation Letters, continued

Answered Questions 200,110-6, Effective Dates and (race Persods for Precurement dated
Septemiber ¥, 2005 We have complied with the applicable procusement standards based on
this ebection

26. W are responsible for taking corrective action on audit findmgs of the compliance audii and
have developed 8 cormective action plan that meets the requircments of the Uniform Guidance.

In connection with vour audit, we also confirm, 10 the best of our Enowledge and belied, the
following representations related o any findings included in the Schedule of Findings and
Cruestioned Cosis:

7. We have resolved any audit findings and recommendations directed 10 us and have & process
1o track thetr slatus.

I8 We have taken timely and appropriate steps to remedy Fraud, roncompliznce with Federal
sintutes, regulntions, the terms and conditions af federal awards of abuse that you have
reparbed

2. We have provided views on your reporied findings, conclusions and recommendations, as well
as munagement s plarmed corrective sctions, for the repor,

3. We have nod received any written nolfication from the Federal Avimion Adminisiration
destpnating gramls recedved under CFDA Mo, 20,106 as a1 mpjor program for the fiscal year
ending Sepbember 30, 2017

Corrective action plan

W have developed & corrective action plan that me21s the requirements of the Uniform Guidance
arl addresses each of the findings reparted in the Schedule of Findings and Questiened Costs.

In additicn 10 our responsibility in preparing the schedule and refated nodes, we coanfirem that &g af
Septesnber 30, 2017 vo the date of thie letter, we are pat aware of any assigned Catalog of Federal
Domestic Assistance number relaled to the Other Transaction Agreement Checked Bagpspe
Becapitalization Sercening Constrection Services Project,
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Antonio B. Won Pat International Airport Authority, Guam

C — Management’s Representation Letters, continued

We undersiand that your audit was made in accordance with auditing standards generally sceepred
in the United Sestes, the standards for fnancial sudits contained in Gowersment Auditing
Stamdards, issued by the Comptroller Geperal of the United States, the Single Andit Act
Amecndments of 996, and the aodit requirements of the Unifoem Guidance and, and was,
therefore, designed for the purpose of chtaining reasonable assurancs about whether the Schedule
of Expenditures of Federal Awards is presented fadrly. in all matenial respects, in relation to the
finamuial slatements taken ns a whole and whether the Authority had, in all maderial respects,
adininistered each of s major federal programs in compliance wath federal statistes, regulations,
anid the terms and conditions of federal awards | noncomplinnee with which could have a direct
ard materizl effect on the federal program. Accordingly, we understand thal yaur tests of the
accounting and federal propram reconds and cther auditing procedures were limited to those that
vou considered necessary for these purpases.

Wery traly

r!-'-'-'_
Charles H. Ada, 11

Executive Manager

df%
Comprpdber
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