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July 28, 2026 
 
 
The Board of Directors  
Pohnpei Port Authority: 
 
 
We have audited the financial statements of the Pohnpei Port Authority (the Authority), a component 
unit of the Pohnpei State Government, as of and for the year ended September 30, 2024, and have issued 
our report thereon dated July 28, 2026. Professional standards require that we communicate certain 
matters related to the conduct of the audit to those charged with governance. This letter presents those 
required communications and certain other matters that we believe will assist the Board of Directors in 
fulfilling its oversight responsibilities for the Authority’s financial reporting process. 
 
This communication is intended solely for the information and use of the Board of Directors and 
management of the Authority and is not intended to be, and should not be, used by anyone other than 
these specified parties. 
 
We appreciate the cooperation and assistance provided by the Authority’s management and staff during 
the audit. 
 
Respectfully, 
 
 
 
Tamuning, Guam 
 
cc: Management of the Pohnpei Port Authority 
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Our Responsibilities Under Generally Accepted Auditing Standards and Government Auditing 
Standards  
 
Our audit was conducted in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. The objectives of our audit were: 
 

 To express an opinion on whether the Authority’s statement of net position as of September 30, 
2024, and the related statements of revenues, expenses, and changes in net position and cash flows 
for the year then ended are presented fairly, in all material respects, in accordance with accounting 
principles generally accepted in the United States of America; 

 To apply certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America; and 
 

 To report on the Authority’s internal control over financial reporting and on compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters, based on an audit 
of the financial statements performed in accordance with Government Auditing Standards. 

Our responsibilities include forming and expressing an opinion about whether the financial statements, 
which have been prepared by management with the oversight of the Board of Directors, are presented 
fairly, in all material respects, in accordance with accounting principles generally accepted in the United 
States of America. The audit 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 professional judgment, including our 
assessment of the risks of material misstatement, whether caused by fraud or error. In making those risk 
assessments, we considered internal control over 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 not for the purpose of expressing an opinion on the effectiveness of 
the Authority’s internal control over financial reporting. Accordingly, we do not express such an 
opinion. Our consideration of internal control was not designed to identify all deficiencies that might be 
material weaknesses or significant deficiencies. 
 
Independence 
 
We are required to communicate any relationships between our firm and the Authority that, in our 
professional judgment, may reasonably be thought to bear on our independence. We are not aware of 
any such relationships that have not been previously communicated. We have complied with the 
applicable ethical requirements regarding independence and with the independence requirements of 
Government Auditing Standards. As permitted by professional standards, we assisted management in 
preparing the financial statements and related notes based on information provided by management. 
Management accepted responsibility for the financial statements, designated an individual with suitable 
skill, knowledge, or experience to oversee the service, evaluated the adequacy and results of the service, 
and accepted responsibility for the results. We applied appropriate safeguards to reduce any threats to 
independence to an acceptable level. 
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Significant Audit Matters 
 
Qualitative Aspects of Significant Accounting Practices 
 
Management 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. Except for 
the implementation of the GASB pronouncements described below, no new significant accounting 
policies were adopted and the application of existing significant accounting policies was not changed 
during 2024. We noted no significant unusual transactions or transactions for which authoritative 
guidance or consensus was lacking.  
 
During the year ended September 30, 2024, the Authority implemented the following pronouncements: 
 
 Applicable provisions of GASB Statement No. 99, Omnibus 2022, including provisions related to 

derivative instruments and nonexchange financial guarantees; 
 GASB Statement No. 100, Accounting Changes and Error Corrections; and 
 GASB Statement No. 102, Certain Risk Disclosures, which the Authority elected to implement 

early. 

The implementation of these statements did not have a material effect on the Authority’s financial 
statements. 
 
Management is evaluating the effects of the following pronouncements that were not yet effective for 
the Authority’s fiscal year ended September 30, 2024: 
 

 GASB Statement No. 101, Compensated Absences; 
 GASB Statement No. 103, Financial Reporting Model Improvements; 
 GASB Statement No. 104, Disclosure of Certain Capital Assets; and 
 GASB Statement No. 105, Subsequent Events. 

We evaluated the significant qualitative aspects of the Authority’s accounting practices, including 
accounting policies, accounting estimates, and financial statement disclosures. We concluded that the 
significant accounting policies are appropriate, adequately disclosed, and consistently applied. 
 
Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s judgments. Those judgments ordinarily are based on knowledge and experience 
about past and current events and assumptions about future events. Significant estimates reflected in the 
Authority’s financial statements include the allowance for uncollectible accounts, based on historical 
collection experience and the aging of accounts, and depreciation expense, based on the estimated useful 
lives of capital assets. We are not aware of significant changes during the year ended September 30, 
2024, in the methods used to develop these estimates or in management’s judgments relating to them. 
We evaluated the key factors and assumptions used to develop the estimates and determined that they 
were reasonable in relation to the financial statements taken as a whole. 
 
The financial statement disclosures are neutral, consistent, and clear. 
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Corrected Misstatements and Reclassification Adjustments 
 
During our audit, we identified certain reclassification adjustments that management recorded and that 
are reflected in the 2024 financial statements. These adjustments did not have a material effect, 
individually or in the aggregate, on the Authority’s reported net position or change in net position. A 
schedule of the corrected reclassification adjustments is included in Appendix A. 
 
Uncorrected Misstatements 
 
Professional standards require us to accumulate misstatements identified during the audit, other than 
those that are clearly trivial, and to communicate uncorrected misstatements to those charged with 
governance. The uncorrected misstatements summarized in Appendix B were presented to management. 
Management concluded that their effects are immaterial, individually and in the aggregate, to the 
financial statements taken as a whole.  In our judgment, the effects of the uncorrected misstatements are 
immaterial, individually and in the aggregate, to the financial statements taken as a whole. 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing 
our audit. 
 
Disagreements with Management 
 
For purposes of this communication, 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. No such disagreements arose during our audit. 
 
Management Representations 
 
We requested certain representations from management that are included in the management 
representation letter dated July 28, 2026. 
 
Management Consultations with Other Independent Accountants 
 
To our knowledge, management did not consult with other independent accountants regarding the 
application of an accounting principle to the Authority’s financial statements or the type of auditor’s 
opinion that might be expressed on the financial statements. 
 
Other Significant Findings or Issues 
 
We discussed the application of accounting principles and auditing standards with management during 
the normal course of our professional relationship. Our responses were not a condition of our retention. 
We are not aware of other significant findings or issues arising from the audit that require 
communication to the Board of Directors. 
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Internal Control and Compliance Matters 
 
We issued a separate report dated July 28, 2026, on the Authority’s internal control over financial 
reporting and on compliance and other matters based on an audit of the financial statements performed 
in accordance with Government Auditing Standards. 
 
We did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses or significant deficiencies. However, we identified certain other deficiencies in 
internal control and opportunities for improvement, which are presented in Attachment I for the 
consideration of the Board of Directors and management. These matters are not considered material 
weaknesses or significant deficiencies. 
 
Management’s responsibility for establishing and maintaining internal control over financial reporting 
and the objectives and inherent limitations of internal control are described in Attachment II, which 
should be read in conjunction with this communication. 
 
Restriction on Use 
 
This communication is intended solely for the information and use of the Board of Directors and 
management of the 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—Other Deficiencies in Internal Control 
 
In planning and performing our audit of the financial statements of the Pohnpei Port Authority as of and 
for the year ended September 30, 2024, we considered the Authority’s internal control over financial 
reporting as a basis for designing audit procedures that were 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 do not express such an opinion. 
 
We did not identify any deficiencies in internal control that we consider to be material weaknesses or 
significant deficiencies. However, during our audit, we identified the following other deficiencies in 
internal control and opportunities for strengthening internal controls and operating efficiency. We are 
communicating these matters for the consideration of the Board of Directors and management. These 
matters are not considered material weaknesses or significant deficiencies. 
 
Our audit was not designed to identify all deficiencies in internal control or all opportunities for 
improvement. Accordingly, other deficiencies or opportunities for improvement may exist that were not 
identified during our audit. 
 
1. Revenue 
 
Comment: Based on our review of the Authority’s revenue process, we noted that information 
transcribed from the Seaport Control logbook to the Pilot and Boat Services Form is not independently 
reviewed or verified by the Seaport Control Supervisor before the form is submitted to the Seaport 
Administration Office for billing. The absence of an independent supervisory review increases the risk 
that transcription errors or omissions may not be detected timely, which could result in inaccurate 
billings or incomplete recording of services provided. 
 
Recommendation: Management should require the Seaport Control Supervisor to compare the 
completed Pilot and Boat Services Form with the original logbook before the form is submitted for 
billing. The supervisor should document the review by signing and dating the form. Management also 
should periodically reconcile the logbook, Pilot and Boat Services Forms, and customer billings to help 
ensure that all services rendered are accurately recorded and billed. 
 
2. Payroll 
 
Comment: During our review of payroll transactions, we noted one employee who received holiday pay 
for which documentation evidencing supervisory approval was not provided. The absence of 
documented approval indicates that the control over authorization of supplemental compensation did not 
operate as intended for this transaction and increases the risk of unauthorized or unsupported payroll 
payments. 
 
Recommendation: Management should require documented supervisory approval for all supplemental 
compensation, including holiday pay, before payment. Supporting documentation should be retained 
with the payroll records. Management also should periodically review supplemental payroll transactions 
to verify that they are properly authorized and supported. 
 
 



The Board of Directors 
Pohnpei Port Authority  
Page | 7 
 

 
 

3. Cash Disbursements 
 
Comment: During our review of cash disbursements, we noted one instance in which the check number 
recorded in the accounting system did not agree with the number on the corresponding pre-numbered 
check issued. Management indicated that the discrepancy resulted from a manual data-entry error. 
Although management detected and documented the discrepancy in the manual check register, the 
mismatch indicates that the preventive control designed to ensure agreement between the system-
recorded check number and the pre-numbered check stock did not operate effectively for this 
transaction. Such discrepancies may impair the audit trail and complicate reconciliation of cash 
disbursements. 
 
Recommendation: Management should require verification, before issuance, that the check number 
recorded in the accounting system agrees with the corresponding pre-numbered check. An individual 
independent of check preparation also should periodically review the check register and investigate and 
document any discrepancies in the check sequence. 
 
4. Cash Receipts 
 
Comment: During our testing of cash receipts, we noted one transaction for which the supporting bill of 
lading was not included in the documentation maintained in the related invoice file. Management 
indicated that another bill of lading had inadvertently been photocopied twice and included in the file 
and that the original bill of lading could not subsequently be retrieved. The absence of complete 
supporting documentation weakens the audit trail and limits the Authority’s ability to independently 
support the related revenue transaction. 
 
Recommendation: Management should implement procedures to verify that all required supporting 
documentation is properly copied, compiled, and retained in the applicable invoice file. Personnel 
responsible for compiling the supporting documentation should compare the documents retained in the 
invoice file with the original source documents for completeness before filing. Management also should 
periodically review the supporting documentation maintained in the invoice files to verify its 
completeness and accuracy. 
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Attachment II—Management’s Responsibility for Internal Control 
 
Management is responsible for establishing and maintaining effective internal control over financial 
reporting. In fulfilling this responsibility, management must make estimates and judgments to assess the 
expected benefits and related costs of internal-control policies and procedures. 
 
The objectives of internal control over financial reporting are to provide reasonable, but not absolute, 
assurance regarding the reliability of financial reporting and the preparation of financial statements in 
accordance with accounting principles generally accepted in the United States of America. Internal 
control includes policies and procedures that: 
 
 pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the 

transactions and dispositions of the Authority’s assets; 
 provide reasonable assurance that transactions are recorded as necessary to permit preparation of 

financial statements in accordance with generally accepted accounting principles and that receipts 
and expenditures are made only in accordance with authorizations of management and the Board of 
Directors; and 

 provide reasonable assurance regarding prevention, or timely detection, of unauthorized 
acquisition, use, or disposition of the Authority’s assets that could have a material effect on the 
financial statements. 

Because of its inherent limitations, internal control may not prevent or detect misstatements. Projections 
of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions or that the degree of compliance with established policies 
and procedures may deteriorate. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 






















