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February 16, 2024 
 
 
The Board of Directors  
Pohnpei Port Authority 
 
 
Dear Members of the Board of Directors, 
 
We have audited the financial statements of the Pohnpei Port Authority (the Authority), a component unit 
of the Pohnpei State Government, for the year ended September 30, 2022, in accordance with the auditing 
standards generally accepted in the United States of America (generally accepted auditing standards) and 
have issued our report thereon dated February 16, 2024.  
 
The comments in this letter will assist you in fulfilling your obligations in providing oversight of financial 
reporting and disclosure processes for which the management of the Authority is responsible. 
 
This letter is intended solely for the information and use of the Board of Directors, management, and 
others within the Authority and is not intended to be and should not be used by anyone other than these 
specified parties.  
 
We extend our gratitude to the staff and management of the Authority for their cooperation and assistance 
during this engagement.  
 
Respectfully, 
 
 
 
Tamuning, Guam 
 
 
cc: Management of the Pohnpei Port Authority 
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Our Responsibility Under Generally Accepted Auditing Standards and Generally Accepted Government 
Auditing Standards  
 
Our responsibilities under (1) generally accepted auditing standards, (2) the standards applicable to financial audits, 
contained in Government Auditing Standards, issued by the Comptroller General of the United States (“generally 
accepted government auditing standards”), the objectives of an audit conducted in accordance with the auditing 
standards are:  
 

 To express an opinion on whether the Statement of Net Position of the Authority as of September 30, 2022 
and related statements of revenues, expenses, and changes in net position and of cash flows for the year 
then ended (the “financial statements”), are presented fairly, in all material respects, in accordance with 
accounting principles generally accepted in the United States of America (“generally accepted accounting 
principles”), and performed specified procedures on the required supplementary information for the year 
ended September 30, 2022. 

 
 To report on the Authority’s internal control over financial reporting and on its compliance with certain 

provisions of laws, regulations, contracts, and grant agreements and other matters for the year ended 
September 30, 2022, based on an audit of financial statements performed in accordance with generally 
accepted government auditing standards.  

 
Our responsibilities under generally accepted auditing standards and generally accepted government auditing 
standards include forming and expressing an opinion about whether the financial statements that have been prepared 
with the oversight of management and the Board of Directors are presented fairly, in all material respects, in 
conformity with generally accepted accounting principles. The audit of the financial statements does not relieve 
management or the Board of Directors of their responsibilities. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on our judgement, including the assessment of the risks of material 
misstatement of the financial statements, whether caused by fraud or error. In making those risk assessments, we 
consider internal control over the financial reporting relevant to the Authority’s preparation and fair presentation of 
the financial statements in order to design audit procedures that were appropriate in the circumstances but nor for 
the purpose of expressing an opinion on the effectiveness of the Authority’s internal control over financial reporting. 
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control over financial 
reporting. Our consideration of internal control over financial reporting was not designed to identify all deficiencies 
in internal control over financial reporting that might be significant deficiencies or material weaknesses.  
 
Significant Audit Matters 
 
Qualitative Aspects of Accounting Practices  
 
Management of the Authority is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by the Authority are described in Note 2 to the financial statements. Apart from 
the implementation of new GASB Statements highlighted below, no new accounting policies were adopted, and the 
application of existing policies was not changed during 2022. We noted no transactions entered into by the Authority 
during the year for which there is a lack of authoritative guidance or consensus. All significant transactions have 
been recognized in the financial statements in the proper period. 
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Significant Audit Matters 
 
Qualitative Aspects of Accounting Practices, Continued 
 
During the year ended September 30, 2022, the Authority implemented the following pronouncements:  
 

 GASB Statement No. 87, Leases, which increases the usefulness of financial statements by 
requiring 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. It establishes a single model for lease accounting based on the 
foundational principle that leases are financing of the right to use an underlying asset. Under this 
Statement, a lessee is required to recognize a lease liability and an intangible right-to-use lease 
asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources, 
thereby enhancing the relevance and consistency of information about governments’ leasing 
activities. Limited exceptions to the single approach guidance are provided for short-term leases, 
financed purchases, leases of assets that are classified as investments, and certain regulated leases. 
At October 1, 2021, the Authority recorded lease receivable and related deferred inflow of 
resources of $2,407,628 for its lease agreements as a lessor. The adoption of GASB Statement No. 
87 had an effect of $297,525 on the beginning net position. 

 
 GASB issued Statement No. 89, Accounting for Interest Cost Incurred Before the End of a 

Construction Period. The objectives of this Statement are (1) to enhance the relevance and 
comparability of information about capital assets and the cost of borrowing for a reporting period 
and (2) to simplify accounting for interest cost incurred before the end of a construction period.  
 

 GASB Statement No. 91, Conduit Debt Obligations. The primary objectives of this Statement are 
to provide a single method of reporting conduit debt obligations by issuers and eliminate diversity 
in practice associated with (1) commitments extended by issuers, (2) arrangements associated with 
conduit debt obligations, and (3) related note disclosures. This Statement achieves those objectives 
by clarifying the existing definition of a conduit debt obligation; establishing that a conduit debt 
obligation is not a liability of the issuer; establishing standards for 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.  

 
 GASB Statement No. 92, Omnibus 2020. The objectives of this Statement are (1) to enhance 

comparability in accounting and financial reporting and (2) to improve the consistency of 
authoritative literature by addressing practice issues that have been identified during 
implementation and application of certain GASB Statements. This Statement addresses a variety of 
topics and includes specific provisions about the effective date of Statement No. 87, Leases, and 
implementation Guide No. 2019-3, Leases, for interim financial reports, the terminology used to 
refer to derivative instruments and the applicability of certain requirements of Statement No. 84, 
Fiduciary Activities, to postemployment benefits. The requirements related to the effective date of 
GASB Statement No. 87 and implementation Guide 2019-3, reissuance recoveries and terminology 
used to refer to derivative instruments are effective upon issuance. 

 
 GASB Statement No. 97, Certain Component Unit Criteria and Accounting and Financial 

Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans- an amendment 
of GASB Statements No. 14 and No. 84 and a supersession of GASB Statement No. 32. The 
Authority implemented the GASB pronouncement with the applicable transition guidance 
prescribed in the Statement.  
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Significant Audit Matters 
 
Qualitative Aspects of Accounting Practices, Continued 
 

 GASB Statement No. 98, The Annual Comprehensive Financial Report. The Authority 
implemented the GASB pronouncement with the applicable transition guidance prescribed in the 
Statement. The Authority has sufficient and appropriate documentation supporting the conclusion 
that the implementation of this standard had no material impact on the financial statements.  

 
With the exception of GASB Statement No. 87, Leases, implementation of these statements did not have a 
material effect on the financial statements. 
 
Management of the Authority is currently evaluating the future impact of adopting the following upcoming GASB 
statements: 
 

 GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability 
Payment Arrangements.  

 GASB Statement No. 96, Subscription – Based Information Technology Arrangements.  
 GASB Statement No. 99, Omnibus 2022.  
 GASB Statement No. 100, Accounting Changes and Error Corrections.  
 GASB Statement No. 101, Compensated Absences.  

 
We have evaluated the significant qualitative aspects of the Authority’s accounting practices, including accounting 
policies, accounting estimates and financial statement disclosures and concluded that the policies are appropriate, 
adequately disclosed, and constantly applied by management.  
 
Management Judgement and Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s current judgments. Those judgements are ordinarily based on knowledge and experience about past 
and current events and on assumptions about future events. Significant accounting estimates reflected in the 
Authority’s financial statements include management’s estimates of the allowance for uncollectible accounts, which 
is determined based upon past collection experience and aging of the accounts, and management’s estimate of 
depreciation expense, which is based on estimated useful lives of the respective capital assets. During the year 
ended September 30, 2022, we are not aware of any significant changes in accounting estimates or in management’s 
judgements relating to such estimates.  
 
The financial statement disclosures are neutral, consistent, and clear.  
 
Audit Adjustments and Reclassifications 
 
Our audit of the financial statements was designed to obtain reasonable, rather than absolute, assurance about 
whether the financial statements are free of material misstatement, whether caused by error or fraud. As a result of 
our audit work, we identified matters that resulted in audit adjustments that we believe, either individually or in the 
aggregate, would have a significant effect on the Authority’s financial reporting process. Such adjustments and 
reclassifications, listed in Appendix A and B to Attachment II, were brought to the attention of management as a 
result of our audit procedures and were corrected by management during the current period and are reflected in the 
2022 financial statements.  
 
 
 



The Board of Directors 
Pohnpei Port Authority  
Page | 5 
 

 

Difficulties Encountered in Performing the Audit  
 
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements  
 
Professional standards require us to accumulate all known and likely misstatements identified during the audit, other 
than those that are clearly trivial, and communicate them to the appropriate level. Appendix C to Attachment II 
includes a listing of uncorrected misstatements that were presented to management during our audit. Management 
has determined that their effects are immaterial, both individually and in the aggregate, to the financial statements 
taken as a whole. The uncorrected misstatements or the matters underlying them could potentially cause future 
period financial statements to be materially misstated, even though, in our judgment, such uncorrected 
misstatements are immaterial to the financial statements under audit.  

 
Disagreements with Management  
 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing matter, 
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s 
report. We are pleased to report that no such disagreements arose during the course of our audit. 
 
Management Representations  
 
We have requested certain representations from management that are included in the management representation 
letter dated February 16, 2024. 
 
Management Consultations with Other Independent Accountants  
 
In some cases, management may decide to consult with other accountants about auditing and accounting matters, 
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting 
principle to the Authority’s financial statements or a determination of the type of auditor’s opinion that may be 
expressed on those statements, our professional standards require the consulting accountant to check with us to 
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with 
other accountants. 
 
Other Audit Findings or Issues  
 
We discussed a variety of matters, including certain application of accounting principles and auditing standards, 
with management; however, these discussions occurred in the normal course of our professional relationship and 
our responses were not a condition to our retention. 
 
Control Related Matters 
 
We have issued as a separate report to you, also dated February 16, 2024, on the Authority’s internal control over 
financial reporting and on its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters, which was based on the audit performed in accordance with Government Auditing 
Standards.  
 
We have identified, and included in Attachment I, certain deficiencies related to the Authority’s internal control 
over financial reporting as of September 30, 2022, that we wish to bring to your attention.  
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Control Related Matters, Continued 
 
A description of the responsibility of management for establishing and maintaining internal control over financial 
reporting and of the objectives of and inherent limitations of internal control over financial reporting, is set forth in 
the attached Attachment II and should be read in conjunction with this report.  
 
Restriction on Use 
 
This information is intended solely for the information and use of the Board of Directors and management of 
Pohnpei Port Authority and is not intended to be, and should not be, used by anyone other than these specified 
parties. 
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Attachment I—DEFICIENCIES 
 
We identified the following deficiencies involving the Authority’s internal control over financial reporting as of 
September 30, 2022: 
 
(1)  Travel Advances 
  

Comment: As of September 30, 2022 the Authority has $21,917 in unliquidated travel advances carried 
over from the prior year that have remained uncollected. The Authority’s policy is to liquidate travel 
advances within 10 days.  

 
Recommendation: The Authority should monitor and follow up on advances for strict compliance with its 
policy.  

  
 
(2)  Cash Receipts 
 

Comment: Based on our tests of cash receipts, 5 of 40 daily cash collection reports either lack signature 
authorization evidencing review and approval or have a deficiency that we believe warrants comment. 
Specifically:  
 

 For 3 out of the 40 daily cash collection reports, we noted that the comptrollers review signature 
has no date. Based on our understanding of the Authority’s rules and procedures in effect for the 
audit year, the comptroller must sign and date the report prior to the deposit of cash. Without a date, 
we cannot determine whether signature authorization occurred in a timely manner prior to the 
deposit of cash.  
 

 For 2 out of the 40 daily cash collection reports, we noted that there was no review signature or 
date from the comptroller.  
 

Recommendation: Based on our understanding of the Authority’s rules and procedures over cash collection, 
the comptroller should review and sign-off on daily cash collection reports prior to deposits of cash. The 
above-mentioned deficiencies occurred during the transition period of hiring a new comptroller. The 
Authority should continue to maintain and exercise due care in processing daily cash collections and 
strengthen controls over review and approval.  
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