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Independent Auditor’s Report on Compliance, Internal Control Over
Compliance, and Schedule of Expenditures of Passenger Facility Charges
Required by the Passenger Facility Charge Audit Guide for Public Agencies

Honorable Mayor and Members of the City Council
City of San Antonio, Texas

Report on Compliance for the Passenger Facility Charge Program

We have audited the San Antonio International Airport Passenger Facility Charge Fund’s (the “PFC Fund”)
compliance with the types of compliance requirements described in the Passenger Facility Charge Audit
Guide for Public Agencies (the “Guide”), issued by the Federal Aviation Administration, for its passenger
facility charge program for the year ended September 30, 2014.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws and regulations applicable to
its passenger facility charge program.

Auditor’s Responsibility

Our responsibility is to express an opinion on the PFC Fund’s compliance based on our audit of the types
of compliance requirements referred to above. We conducted our audit of compliance in accordance
with auditing standards generally accepted in the United States of America, the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States, and the Guide. Those standards and the Guide require that we plan and perform the audit
to obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on the passenger facility charge program
occurred. An audit includes examining, on a test basis, evidence about the PFC Fund’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion. However, our audit does not
provide a legal determination of the PFC Fund’s compliance.

AUSTIN HOUSTON SAN ANTONIO
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Opinion on Compliance for the Passenger Facility Charge Program

In our opinion, the PFC Fund complied, in all material respects, with the requirements referred to above
that could have a direct and material effect on its passenger facility charge program for the year ended
September 30, 2014.

Report on Internal Control Over Compliance

Management of the PFC Fund is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the PFC Fund’s internal control over compliance with
the types of requirements that could have a direct and material effect on its passenger facility charge
program to determine the auditing procedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance and to test and report on internal control over compliance in
accordance with the Guide, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
PFC Fund’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a program will not be prevented
or detected and corrected on a timely basis. A significant deficiency in internal control over compliance
is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Schedule of Expenditures of Passenger Facility Charges

We have audited the financial statements of governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of San Antonio, Texas (the “City”), as of and for the year ended September 30,
2014, and the related notes to the financial statements, which collectively comprise the City’s basic
financial statements. We have issued our report thereon dated March 24, 2015, which contained
unmodified opinions on those financial statements. Our report was modified to include a reference to
other auditors and to a restatement of beginning net position/fund balance. Our audit was conducted for
the purpose of forming our opinions on the financial statements that collectively comprise the City’s basic
financial statements. The accompanying Schedule of Expenditures of Passenger Facility Charges is
presented for purposes of additional analysis, as required by the Guide, and is not a required part of the




financial statements. Such information is the responsibility of management and was derived from, and
relates directly to, the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the Schedule of Expenditures of
Passenger Facility Charges is fairly stated in all material respects in relation to the financial statements as
a whole.

/PGA%UdL ) Staken~amm + G, L.L.P.

San Antonio, Texas
March 24, 2015
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Independent Auditor’s Report 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

Honorable Mayor and Members of the City Council
City of San Antonio, Texas

We have audited, in accordance with the 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 financial statements of the governmental
activities, the business type-activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City of San Antonio, Texas (the “City”), as of
and for the year ended September 30, 2014, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements, and have issued our report thereon dated
March 24, 2015. Our report was modified to include a reference to other auditors and also a reference
to a restatement of beginning net position/fund balance and implementation of new accounting
standards. We did not audit the financial statements of HemisFair Park Area Redevelopment Corporation;
San Antonio Fire and Police Pension Fund; or the San Antonio Fire and Police Retiree Health Care Fund,
blended component units, which represent 78%, 84%, and 32%, respectively, of the assets and deferred
outflows, net position/fund balances, and revenues/additions of the aggregate remaining fund
information. We also did not audit CPS Energy; SA Energy Acquisition Public Facility Corporation;
San Antonio Housing Trust Finance Corporation; San Antonio Housing Trust Foundation, Inc.; or the
San Antonio Housing Trust Public Facility Corporation, discretely presented component units, which
represent 67%, 59%, and 79%, respectively, of the assets and deferred outflows, net position, and
revenues of the discretely presented component units. Those financial statements were audited by other
auditors whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts
included for those component units, is based solely on the report of the other auditors. This report does
not include the results of the other auditors’ testing of internal control over financial reporting or
compliance and other matters that are reported on separately by those auditors. The financial statements
of Brooks Development Authority, CPS Energy, SA Energy Acquisition Public Facility Corporation,
San Antonio Housing Trust Finance Corporation, San Antonio Housing Trust Public Facility Corporation,
and San Antonio Water System — District Special Project, audited separately by other auditors, were not
audited in accordance with Government Auditing Standards.
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the City’s financial statements will not be prevented or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. We did identify a certain deficiency in
internal control, described in the accompanying Schedule of Findings and Questioned Costs, that we
consider to be a significant deficiency as item 2014-001.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

City’s Response to the Finding
The City’s response to the finding identified in our audit is described in the accompanying Schedule of

Findings and Questioned Costs. The City’s response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.




Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

/Pmkqul ) akenamm. + Co. y L LP.

San Antonio, Texas
March 24, 2015




¥9.TTT'¥C S YILTTIT'WE S ¥9LTTIT'vC S TIE'L16'6T 16v'T9V'SC S /S¥'886'9C S [T7L7T50°€T 5

v9LTTIT VT S [£0'6S0'T S (8¥5°598°S) S TZ8'SISY (996925°T) S 0EL'SE6'E S [TL'7S0°ET S

SEE08T'6VT 6S7'€99°9T 0C7'LE9TT (444 8%.'810°S 690°L 9/8°9TS'ZET

8/8'T6S 8/8'T6S

€/8'60€'S €/8'60€'S

9L£'vT8 9L£'vT8

ovz'6Ty LT 0Z9'T10°C L9L'0SE'T £58°099 029'LT¥'ST

998'stT 970°0T 868'T 447 L29 690°L 0S8'STT

€EE'EE9 €EE'EE9

vES'EL6 vES'EL6

€ST'ST €ST'ST

000522 000522

TvT'6vS TvT'6vS

0£6'€0€ 0£6'€0€

9T¥'68€'S LYT'LE9 0€8'TSY LTE'SST 692°TSL'Y

88T'S€0'T 968'LTT 867'S8 865'7€ T67°L16'T

0vT'959°€ T0L'v19 SST'TSY LYY'E6T 8EV'TTO'E

S6Y'06€'LT ¥€0°79T'T 809°09S'T 9Z¥'109 T9¥'82T'ST

£66'63'8 8TE'ELT'T 8€€£'098 066'CTY S99'9/S°L

678'6.6'89 L68'759'8 67.'666'S 8%1'SS9'T 7€6'7TE'09

0v8'v9v 0v8'v9v

v6L‘08Y'ET 6T8'TIST'T LLY'SL8 TeaLe SL6°8TETT

9/T'TTL'T $ - $ - $ - - $ - $  9T'TeUT $

660T6C'€LT 96v'7TL LT TL9TLL'S €Y1y 78LT6Y'E 66LTY6'E €09'695'SST

710°099°9 €¥1°29¢ 6€€TT 8TETE [Y9'6LT 6788 698°L6€9

[80'TE9'99T  $  €SE09VLT $  €eg'6rL'S $  ST6'V8Y'Y SET'TIE'E $  OL6'ST6'E S vELTLT6YT S

V101 INV4D0Yd V101 ¥102 439N3Ld3S annr HOYVIN FECTEREL V101 INVYD0Yd
¥102 ‘0€ Y39IN3Ld3S HONOYHL AINT HONOYHL 11¥dV HONOYHL AYVNNYI  HDNOYHL ¥390100 €102

‘0€ Y39IN3Ld3S Qa3an3 ¥vaa ¥ ¥4314vND € ¥314VN0D 7 Y¥3149VN0 1T ¥314VN0D ‘0€ Y39IN3Ld3S

2Jue|eg 1UnoddY D4d
3Nu3aAdY D4d 19N
sjuawasIngsiq |eroL
uoisuaIx3 Y Aemixe] g Q| 103foad
uoIsuaIx3 Tz Aemuny €°g q| 103foad
(LvsY) wea uondy Aiajes Aemuny z's @l 193(oud
SUOIIBOYIPOI T [BUIWIS] T°§ ] 33[0.d
1VS-00-2-S0-£0 uonedijddy
juswdo|ans@ D4d TT ¥ I 33foud
syuawanosduwi |ea1393]3 pIdlly 0T' Al 13foid
A11n23s plaily pue [eulwta] 6° @l 13foid
j1uawdinb3 Suliolluol 3sIoN 8't 4] 193load
Aempeoy eaJy [BulWwIS] 39NJISU0IJY /' 4] 323f04d
1UaWaleIS Jedw| [EIUSWUOIIAUT 3ONPUO) 9' ] 393f0ud
S3IIYIA 444V om| dde|day G @I 193(oud
uolsuedx3 |eulwua] - s N MaN ¥t @l Palold
jJuswade|day uoidy €' | 193f0ud
apesddn jue|d [es1ud) 't @l 399(0id
Aempeoy paieAs|3 |eutwua] T'y @] 393foid
1VS-00-2-¥0-S0 uonedijddy
uonenuaNYy ISION |enuapIsay T'T | 3193(oud
LVS-00-N-€0-0 uonediddy
g 9s4nodu0) OT'T @] 193lo4d
LVS-00-N-20-£€0 uonedijddy
peoy Ja1awliad 3NnJisu0day TT°T gl Palold
7-178 T-1 91e1|1qeyay 6°T al 13foid
uoidy NOY 22e|day 8'T @l 3foid
LVS-00-2-T0-T0 uonedijddy
Sjuswasingsig

aNuaAay [e1ol

159491U]
SU0I393]|0D
:anuanay

¥T0Z PUe £T0Z ‘0€ J2qwia1das Jo se s|ejoL 3AReNWND YuM
¥T0Z ‘0€ 12qwiairdas papua Jeah ay) Suling J)ienp yoe3j pue yT0OZ ‘0€ 19qwaidag papus Jeap
SIDYVHI ALITIDV 4IONISSVd 40 SFHNLIANILX3I 40 I1NAIHIOS

SVX3L ‘OINOLNV NVS 40 ALID




CITY OF SAN ANTONIO, TEXAS

Notes to Schedule of Expenditures of Passenger Facility Charges
Year-Ended September 30, 2014

General

The Aviation and Safety and Capacity Expansion Act of 1990 (Public Law 101-508, Title Il, Subtitle B) authorized the
local imposition of Passenger Facility Charges (PFC) and use of PFC revenue on Federal Aviation Administration
(FAA) approved projects.

On August 29, 2001, the FAA approved a $3.00 Passenger Facility Charge collection at San Antonio
International Airport (SAT) effective November 1, 2001 per PFC Application 01-01-C-00-SAT. The total
approved amount of PFC revenue plus interest SAT is allowed to collect under this application is
$238,029,391 by January 1, 2013, as amended on February 15, 2005 and June 26, 2007. The second
amendment additionally increased the approved collection rate for the application to $4.50, effective
October 1, 2007.

PFC Application 03-02-U-00-SAT, approved on July 23, 2003, and 04-03-U-00-SAT approved on December
1, 2004, authorized SAT to utilize funds collected at SAT in PFC Application 01-01-C-00-SAT. Approved PFC
project funding was increased, as amended on February 15, 2005 and June 26, 2007.

On February 22, 2005, per PFC Application 05-04-C-00-SAT, the FAA additionally approved a $3.00 PFC to
be collected at SAT effective November 1, 2012 (upon the expiration date of the previous application, as
amended). The total approved amount of PFC revenue plus interest SAT is allowed to collect under this
application is $118,303,705 by March 1, 2018, as amended on June 26, 2007. Additionally, the second
amendment increased the approved collection rate for this application to $4.50 and changed the charge
effective date to January 1, 2013.

On October 4, 2007, per PFC Application 07-05-C-00-SAT, the FAA approved a $4.50 PFC to be collected at
SAT effective March 1, 2018 (upon the expiration date of the previous application, as amended). The total
approved amount of PFC revenue plus interest SAT is allowed to collect under this application is
$24,625,453.

On May 28, 2010, the FAA approved an amendment to PFC Application 01-01-C-00-SAT. As a result, the
impose authority is increased by $126,197,658 from $238,029,391 to $364,227,049. As a result of this
amendment, the approved authority in Application 03-02-U-00-SAT, as amended, increased by
$108,498,037 from $176,470,875 to $284,968,912. This amendment is referenced as 03-02-U-03-SAT.
Also as a result of this amendment, the approved authority in Application 04-03-U-00-SAT is increased by
$17,699,621 from $24,840,225 to $42,539,846. This amendment is referenced as 04-03-U-03-SAT.

On May 28, 2010, the FAA approved an amendment to PFC Applications 07-05-C-00-SAT and 05-04-C-00-
SAT. As a result, the approved applications impose and use authority is increased by $55,756,620 from
$24,625,453 to $80,382,073 and $10,856,201 from $118,303,705 to $129,159,906 respectively. These
applications are now referenced as 07-05-C-01-SAT and 05-04-C-02-SAT, respectively.

Schedule of Expenditures of Passenger Facility Charges

The accompanying schedule of expenditures of passenger facility charges presents the revenues received from
Passenger Facility Charges and expenditures incurred on approved projects on the cash basis of accounting.

Revenues received and expenditures spent on approved projects in the accompanying schedule agree to the
Passenger Facility Charge Quarterly Status Reports submitted by SAT to the FAA.

-8-



CITY OF SAN ANTONIO, TEXAS

Schedule of Findings and Questioned Costs

Passenger Facility Charge Program
Year-Ended September 30, 2014

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:
Material weakness(es) identified? Yes X No

Significant deficiencies identified that are not considered
to be material weaknesses? X Yes No

Noncompliance material to financial statements noted? Yes X No
Passenger Facility Charge Program

Internal control over passenger facility charge program:

Material weakness(es) identified? Yes X No
Significant deficiencies identified that are not considered None
to be material weaknesses? Yes X Reported

Type of auditors’ report issued on compliance for passenger
facility charge program: Unmodified

Any audit findings disclosed that are required to be reported? Yes X No

SECTION 11 — FINDINGS AND QUESTIONED COSTS RELATED TO FINANCIAL STATEMENTS

Finding: 2014-001
Accounting and Reporting of a Transaction Related to the Convention Center Hotel Finance Corporation
Type of Finding — Significant deficiency

In 2005, the Convention Center Hotel Finance Corporation (“CCHC"), a blended component unit of the City,
issued revenue bonds in the amount of $208,145,000 ($195,590,000 outstanding as of 2014) which is recorded
as a liability in the City’s government-wide financial statements. The proceeds of these bonds were loaned to a
partnership for the purpose of constructing a hotel project in downtown San Antonio. The loan is to be paid
back to the CCHC, in accordance with the loan agreement, after certain other payments have been made. To
date, all required loan payments have been made to the CCHC; however, the loan to the partnership was not
recorded in the financial statements of the CCHC or the City.




CITY OF SAN ANTONIO, TEXAS

Schedule of Findings and Questioned Costs

Passenger Facility Charge Program
Year-Ended September 30, 2014

The CCHC receives trustee statements showing certain receipts and disbursements of the partnership (e.g.,
payment of property taxes, insurance, return of preferred equity, debt service payments). Currently, CCHC has
differing amounts of the balances due to the investor return of preferred equity and basic rentals due to the
CCHC. CCHC has currently fully allowed for the basic rental, since no payments have been made.

Additionally, CCHC has recorded all activity from the trustee statements as revenues and expenditures in the
City’s financial statements, although the majority of these receipts and disbursements do not relate to the
CCHC or to the City and, therefore, had initially overstated revenues and expenditures by more than
$100,000,000.

We recommend that the City strengthen its procedures over the above transaction and similar transactions to
ensure these transactions are appropriately recorded and disclosed in the financial statements.

Views of responsible officials and planned corrective actions:

CCHC is a blended component unit of the City and as such the financial operations and account balances are
presented in the City’s comprehensive annual financial statements. With the implementation of GASB
Statement No. 65, Items Previously Reported as Assets and Liabilities, the external auditors discovered that the
loan receivable between the Grand Hyatt and CCHC's was not previously reported in CCHC's financial
statements. It was further noted that operational activity (revenue and expenses) of the hotel was inaccurately
running through CCHC operations. The external auditors recommended the City review the agreements in place
that formed CCHC and the associated activity generated for its benefit to ensure that CCHC is accurately
reporting all of its applicable transactions. The City agreed with the finding, recording of the loan receivable and
adjusting the operations to remove transactions that were not applicable to CCHC’s operations. It should be
noted the adjustments made have no financial or budgetary impact and are merely reporting entries for
financial statement purposes. The City will enhance procedures to identify and document significant terms of all
future agreements and their accounting triggers to ensure the terms’ proper recording and disclosure in the City
or its component units’ financial statements.

SECTION 1l - FINDINGS AND QUESTIONED COSTS RELATED TO PASSENGER FACILITY CHARGE PROGRAM

None.

-10 -



CITY OF SAN ANTONIO, TEXAS

Corrective Action Plan

Passenger Facility Charge Program
Year-Ended September 30, 2014

Finding: 2014-001
Accounting and Monitoring a Transaction Related to the Convention Center Hotel Finance Corporation

Responsible Person
Troy Elliott, CPA, Director
Finance Department

Implementation Dates
March 5, 2015

Views of responsible officials and planned corrective actions

CCHC is a blended component unit of the City and as such the financial operations and account balances are
presented in the City’s comprehensive annual financial statements. With the implementation of GASB
Statement No. 65, Items Previously Reported as Assets and Liabilities, the external auditors discovered that the
loan receivable between the Grand Hyatt and CCHC's was not previously reported in CCHC’s financial
statements. It was further noted that operational activity (revenue and expenses) of the hotel was inaccurately
running through CCHC operations. The external auditors recommended the City review the agreements in place
that formed CCHC and the associated activity generated for its benefit to ensure that CCHC is accurately
reporting all of its applicable transactions. The City agreed with the finding, recording of the loan receivable
and adjusting the operations to remove transactions that were not applicable to CCHC's operations. It should
be noted the adjustments made have no financial or budgetary impact and are merely reporting entries for
financial statement purposes. The City will enhance procedures to identify and document significant terms of
all future agreements and their accounting triggers to ensure the terms’ proper recording and disclosure in the
City or its component units’ financial statements.

-11-



CITY OF SAN ANTONIO, TEXAS

Summary Status of Prior Year Findings

Passenger Facility Charge Program
Year-Ended September 30, 2014

Finding: 2013-01
Non-Cash and Multi-Funded Awards Reporting in the Schedule of Expenditures of State Awards
Type of Finding - Significant Deficiency

Recommendation:

We recommend the City continue to work with all federal, state and pass-through awarding agencies to
strengthen the communication and sharing of information to ensure information on all state awards is obtained
timely in order for the City to accurately record federal expenditures in the proper period on the SESA. In
addition, we recommend the City work with all Department Fiscal Administrators to increase awareness of
reporting requirements for non-cash federal awards and specific identification of grant expenditures when
multiple funding sources are awarded to cover the same program.

Status:
Corrected

The City of San Antonio’s Finance Department developed controls to require communication with the granting
entity, at a minimum, upon award and at fiscal year-end specifically requesting the funding allocation for
multi-funded grants and expenditure amounts incurred by the granting organization for assets to be titled over
to the City. The City will utilize responses in these communications to properly account for and report grant
activity in the City’s financial reporting system. Communication to departments on the developed controls was
sent out on March 5, 2014 and was covered in the grant training sessions scheduled for citywide fiscal staff on
April 11 and 22, 2014.

Responsible Person
Troy Elliott, CPA, Director
Finance Department

-12 -



	1 Cover for PFC
	2 Table of Contents for PFC
	2A PFC Letter page 1
	2B PFC Letter page 2
	2C PFC Letter page 3
	2D Internal Control page 1
	2E Internal Control page 2
	2F Internal Control page 3
	3 2014 Schedule of Exp of PFC2
	4 Notes for PFC
	5 PFC Findings and Questions Costs
	6 Corrective Action Plan - PFC
	7 Summary Status of PY Findings - PFC

