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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE W ITH SPECIFIC REQUIREMENTS 
APPLICABLE TO PASSENGER FACILITY CHARGE PROGRAM 

New Orleans International Airport 
N ew Orleans, Louisiana 

W e have audited the financial statements of New Orleans International Ai rport (the "Airport") as of and for 
the year ended  December 31, 1998, and have issued  our report th ereon dated  M ay 14, 1999. 

"ltm results of our audit proced ures disclosed immaterial instances of noncomplian ce with th e requirements 
referred to above, which are described in the accompanying Schedule of Findings and Questioned Costs. 
W e considered these instances of nonco mpliance in form ing our opinion on com pliance, which is expressed 
in thc following paragraph. 

In our opinion, the Airport, complied, in all material respects, with the req uirements governing project cost 
allowability, Passenger Facility Charge funds used  as  m atching share or as supplemental to Airp ort 
Improvement Program funded projects, and special reporting requirements that are applicable to its 
Pas senger Facility Charge program for th e year ended  December 31, 1998. , 

This report is intended  solely for th e inform ation an d use of th e New Orleans Aviation Board, management, 
others with in th e Airp ort, an d th e Louisian a Legislative Auditor and is not intended  to be an d should not be 
used by anyone other than  these specified paflte~1',~r provisiori~ of S(~,{f.: I~w, this '~ 
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INDEPENDENT AUDITO RS' REPO RT ON THE INTERNAL CO NTROL 
USED IN ADMINISTERING PASSENG ER FACILITY CHARG E PROG RAM 

New Orleans International Airport 
New Orleans, Louisiana 

W e have audited the financial statements of New Orleans International Airport (the "Airport") as of and 
for the year ended  December 31, 1998, and have issued our report thereon dated  M ay 14, 1999. W e 
have also audited  the Airp ort's complian ce with requirements applicable to th e Passenger Facility Charge 
program and have issued  our report th ereo n dated M ay 14, 1999. 

W e conducted our audit in accordance with generally accepted  auditing standards; Government Auditing 
Standards, issued  by th e Comptroller General of the United States; an d th e draft of the Pas senger 

Facility Charge Program  Audit Complian ce an d Reporting Guide for Public Agencies (the "Guide"). 
Those standards an d the Guide req uire that we plan an d perform the audit to obtain reasonable as suran ce  
about wheth er th e finan cial statements are free of material m isstatement, an d about wheth er th e Airp ort 
complied with the regulations issued  by the Fed eral Aviation Administration of the U. S. Departm ent of 
Tran sportation to implement Sections 9110 an d 9111 of th e Aviation Safety and Capacity Expan sion 
Act of 1990, non-complian ce with which would be material to the Passenger Facility Charge program . 

In plan ning an d perform ing our audit for the year ended  Dece mber 31, 1998, we co nsidered  th e internal 
control of th e Airp ort in order to determ ine our auditing procedures for th e purp ose of expressing our 
opinion on th e financial statements of the Airp ort, and on its complian ce, with req uirements applica ble to 
th e Pas senger Facility Charge program , and to report on th e internal control used  in administering the 
Passenger Facility Charge program . This report addresses our consideration of internal control policies 
an d proced ures relevan t to co mplian ce with req uirements applicable to th e Pas senger Facility Charge 
program . W e have addressed intern al control policies and procedures relevan t to our audit of the 
finan cial statements in a separate report dated  M ay 14, 1999. 

The m anagement of th e Airp ort is responsible for establishing and maintaining intern al co ntrol. In 
fulfilling this responsibility, estimates an d judgments by man agement are req uired to assess the expected 
benefits an d related costs of internal control policies an d procedures. The objectives of internal co ntrol 
are to provide management wi th reasonable, but not absolute, as suran ce  th at as sets are safeguarded  
against loss from unauth orized use or disposition, tran sactions are exec uted in accordance  wi th 
management's authorization an d recorded  properly to pem lit th e preparation of finan cial statements in 
acco rdance wi th generally accepted accounting principles, an d that th e Pas senger Facility Charge 
program is m an aged  in complian ce with applica ble laws and regulations. Beca use of inherent limitations 
in an y intern al control, errors, irregularities, or instances of noncomplian ce  may nevertheless occur an d 

not be detected . Also, projection of an y evaluation of the structure to future periods is subject to the risk 
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that procedures may become inadequate because of changes in conditions or that the effectiveness of the 
design and operation of policies an d procedures m ay deteriorate. 

For the purpose of th is report, we have classified the sign ificant intern al control policies and procedures 
used in adm inistering the Passenger Facility Charge program into the following categories: 

Cas h receipts an d accounts receivable 

Cas h disbursements an d accounts payable 

Payroll 

General ledger 

Budgeting 

For all of the internal co ntrol ca tegories listed above, we obtained  an understanding of th e design  of 
relevant policies an d procedures an d determ ined  whether they have been placed in operation, an d we 
assessed  control risk. 

W e performed tests of controls to evaluate the effectiveness of the design an d operation of internal 
control policies an d procedures that we co nsidered  relevan t to preventing or detecting m aterial 

noncompliance with requirements governing project co st allowability, Passenger Facility Charge funds 
used as matching share or as supplemental to Airport Improvement Program  funded projects, an d special 
reporting req uirements that are applicable to the Airp ort's Pas senger Faeility Charge program . Our 
procedures were less in sco pe th an would be necessary to render an  opinion on th ese intern al co ntrol 
policies and procedures. Acco rdingly, we do not express such an  opinion. 

Our co nsideration of the intern al control policies an d proc edures used  in adm inistering the Passenger 
Facility Charge program would not necessarily disclose all matters in the internal co ntrol that m ight 
constitute material weaknesses under standards established  by the American Institute of Certified  Public 
Acco untants. A material weakness is a co ndition in which the design or operation of one or more of the 
intern al co ntrol elements does not red uce to a relatively low level th e risk th at nonco mplian ce  wi th laws 
and regulations that would be material to the Pas senger Facility Charge program may occur an d not be 
detected  within a timely period by employees in th e normal co urse of perforn ting their as signed  
functions. W e noted no m atters involving th e internal control an d its operations th at we co nsider to be 
m aterial weaknesses as  defined  above. 

This report is intended solely for th e information an d use of th e N ew Orleans Aviation Board, 
m an agement, oth ers wi th in th e Airport, an d the Louisian a Legislative Auditor and is not intended to be 
and should not be used  by an yone other th an  th ese specified parties. 

M ay 14, 1999 
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INDEPENDENT AUDITORS' REPORT ON THE SUPPLEMENTARY SCHEDULES 
OF PASSENGER FACILITY CHARG ES COLLECTED AND EXPENDED 

New Orleans International Airport 
New Orleans, Louisiana 

W e have audited the financial statements of New Orleans Intcmational Airport (the "Airport") as of and 
for the year ended December 31, 1998, and have issued  our report thereon dated  M ay 14, 1999. These 
financial statements are the responsibility of th e Airp ort's management. Our responsibility is to express 
an opinion on these financial statements based  on our audit. 

W c conducted  our audit in accordan ce with generally accepted auditing stan dards and Government 
Auditing Standards, issued  by the Comptroller General of the United  Statcs. Those standards require 
that we plan  and perform th e audit to obta in reasonable as suran ce about whether the financial statements 
arc free of m aterial m isstatement. An audit includes exam ining, on a test basis, evidence supporting the 
am ounts and disclosures in the financial statem ents. An  audit also includes assessing the accounting 
principles used  and significan t estimates m ade by man agement, as well as evaluating th e overall 
financial statement presentation. W e believe that our audit provides a reasonable basis for our opinion. 

Our audit was m ade for the purp ose of form ing an  opinion on the bas ic financial statements of the 
Airp ort taken as a whole. The acco mpanying Sched ules of Passenger Facility Charges Collected  an d 
Expended for the yea r and ea ch quarter within the yea r ended  December 31, 1998, which are also the 
responsibility of m anagement of the Airp ort, are presented  as  req uired  by the Fed eral Aviation 
Administration of the U. S. Department of Transportation to implement Sections 9110 an d 9111 of the 
Aviation Safety an d Capacity Expan sion Act of 1990 and are not a required  part of the basic financial 

statements. Th e inform ation in those schedules have been subjected to the auditing procedures applied in 
th e audit of th e bas ic financial statements and, in our opinion, is fairly presented  in all material respects 
in relation to the basic financial statements taken as a whole. 

This report is intended  solely for the inform ation an d use of the N ew Orleans Aviation Board, 
m anagement, oth ers wi thin the Airport, an d th e Louisian a Legislative Auditor an d is not intended  to be 
an d should not be used  by an yone other th an  th ese specified  parties. 

M ay 14, 1999 
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N EW  O RLEA NS INTERNATIO NA L A IRPO RT 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
YEAR ENDED DECEM BER 31, 1998 

98-1 Quarterly Reports 

Condition: 

The Passenger Facility Charge ("PFC") quarterly report for the quarter ended December 31, 1998 was not filed 
with the Federal Aviation Administration ("FAA") or provided to the collecting carriers by January 31, 1999. 
The report was  sent to th e FAA and the collecting ca rriers on February 25, 1999. 

Criteria 

Section 158.63(b) of the Department of Tran sportation FAA 14 CFR Part 158, Subpart D requires that the 
report shall be filed on or before the las t day of th e calendar month following the ca lendar quarter or other 
period agreed by the public agency and collecting carrier. 

Effect: 

The PFC report for the quarter ended  December 31, 1998 was  not filed  timely 

Cause 

During fiscal 3,ear 1998, there was turnover at the Program M anager (Airport M anagement Consultants) which 
resulted in the Airport having instances of noncompliance w ith the requirem ents of the Pas senger Facility 
Charge program . Subsequent to yea r-end, a forn aer key employee had been rehired . 

Recommendation 

In the future, the Airp ort should file these quarterly reports with th e FAA and provide th ese quarterly reports to 
the co llecting ea riers on a timely basis. 

M anagem ent's Response 

Airport Management Consultants ("AMC") has been advised that all PFC regulations pertaining to timely 
reporting an d accurate acco unting must be followed . AM C has completed  the task of employing additiona 
personnel to han dle various accounting an d reporting req uirements. 

The N ew Orlcans Aviation Board has  commissioned  a co mpensation study which is in progress. Additional 

man agement positions an d salary adjustments are being studied which will allow the New Orleans Aviation 
Board to recruit an d retain additional qualified  employee s. 
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98-2 Eligibility Percentage 

Condition: 

The eligibility percentage for the East Air Cargo Access Roads project was inco rrect on certain invoices 

Criteria 

Section 158.13 of the Department of Transportation FAA 14 CFR Part 158, Subpart A states that PFC 

revenue may be used only to finance the allowable costs of approved projects. 

Effect: 

Error resulted in $39,252 of ineligible co sts being charged to the PFC portion of this project in the March 31 
1998 quarterly report. This error was co rrected by th e Airport in the September 30, 1998 quarterly report. 
N ote thai in our report dated  M ay 14, 1999 on the Supplementary Sched ules of Pas senger Facility Charges 
Collected an d Expended  the error was corrected in the M arch 31, 1998 quarterly report. 

Cause 

During fiscal year 1998, there was turnover at AM C which resulted  in the A irport having instances of 
noncompliance with the requirements of the Passenger Facility Charge program . Subseq uent to yea r-end, a 
former key employee had been rehired. 

Recom m endation 

The Airport should review eligibility percentage calculations to ensure only eligible costs arc charged  to th e 

PFC portion of the projects. 

M anagem ent's Rcsponsc 

See prcvious response 

98-3 Coding 

Condition: 

hwoices were incorrectly coded to the ARFF Perimeter Road, Stage 111 Project. Amounts should have been 
charged Io the ARFF Perimeter Road, Stage II Project. 

Criteria 

Section 158.13 of th e Department of Transportation FAA 14 CFR Part 158, Subpart A statcs that PFC 

revenue may be used to finance the allowable costs of approved projects. 

Effect 

Costs of $239 were incorrectly coded to ARFF Perimeter Road, Stage 111 Project. Amount should have been 
charged to the ARFF Perimeter Road, Stage 11 Project in the December 31, 1998 quarterly report. This error 
was corrected  by th e Airport in the M arch 31, 1999 quarterly report. N ote th at in our report dated  M ay 14, 
] 999 on the Supplementary Sched ules of Passenger Facility Charges Collected and Expended the error was 
corrected  in the Dec ember 31, 1998 quarterly report. 

- 3 - 



Cause 

During fiscal year 1998, there was turnover at AM C which resulted in the Airport having instances of 
noncompliance with the requirements of the Passenger Facility Charge program . Subsequent to year-end, a 
form er key employee had been rehired. 

Recommendation 

The Airp ort should adhere to its policies and procedures regarding processing invoice s to prevent this b,pe of 
error occurring in th e future. 

M anagement's Response 

See previous response. 

98-4 Financing Costs 

Condition: 

Issuance costs werc reflected  in th e December 31, 1998 quarterly report as interest cost rath er th an issuance 
costs. 

Criteria 

Section 158.3 of the Department of Transportation FAA 14 CFR Part 158, Subpart A defines bond financing 
costs and debt service for interest as  two separate items. 

Effect 

Issuance costs of $134,133 related to th e amendment of the 1994 PFC bonds were reflected  in the 
December 31, 1998 quarterly report as interest co st rather than  issuan ce costs. Error was corrected  by th e 
Airp ort in the M arch 31, 1999 quarterly report. Note that in our report dated M ay 14, 1999 on the 
Supplcmenta~, Schedules of Passenger Facility Charges Collected an d Expended the error was co rrected  in the 
December 31, 1998 quarterly report. 

Cause 

During fiscal yea r ] 998, th ere was turnover at AM C which resulted  in th e Airp ort having instances of 
noncompliance with the requirements of the Passenger Facility Charge program . Subsequent to yea r-co d, a 
former key employee  had bee n rehired. 

Recommendation: 

The Airp ort should review all financing costs to ensure th at th e3' are properly reflected  in th e quarterly reports 

M an agcment "s Response 

See  previous response 

- 4 - 



98-5 Project Costs 

Condition: 

Costs incurred in the fourth quarter of 1998 which related to the ARFF Perimeter Road, Stage II Project were 
excluded from the December 31, 1998 quarterly report. 

Criteria 

Section 158.63(a) of the Department of Transportation FAA 14 CFR Part 158, Subpart D contains the 
requirements for reporting, reco rdkeeping and audits. A requirement for th e quarterly reports is that 
expenditures for the quarter be reported . 

Effect 

Costs of $253,044 related to the ARFF Perimeter Road, Stage 11 Project were excluded from the December 31, 
1998 quarterly report. Error was co rrected  by th e Airport in th e M arch 31, 1999 quarterly report. Note that in 
our report dated  M ay 14, 1999 on the Supplementary Sched ules of Passenger Facility Charges Collected  and 
Expended  the error was corrected  in the December 31, 1998 quarterly report. 

Cause 

During fiscal year 1998, there was  turnover at AM C which resulted  in the Airport having instances of 
noncompliancc with the requirements of the Pas senger Facility Charge program . Subsequent to year-co d, a 
former key employee had been rehired . 

Ree onunendation 

The Airport should adhere to its policies and proced ures to ensure that all costs are captured  in th e co rrect 
period. 

M anagem ent's Response 

See previous response 
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N EW  O R LEA NS INTERNATIO NA L A IRPO RT 

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS 
YEAR ENDED DECEM BER 31. 1998 

There were no findings for the year ended December 3 l, 1997 
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