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EDWARDS

REQUIRED COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

To the Board of Directors of
Williamsburg Area Transit Authority

We have audited the financial statements of the governmental activities and the major fund of
Williamsburg Area Transit Authority (the “Authority”) for the year ended June 30, 2019, and have issued
our report thereon dated November 26, 2019. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards and Government
Auditing Standards and the Uniform Guidance, as well as certain information related to the planned scope
and timing of our audit. We have communicated such information in our letter to you dated April 10,
2019. Professional standards also require that we communicate to you the following information related
to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Williamsburg Area Transit Authority are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing policies was not
changed during 2019. We noted no transactions entered into by Williamsburg Area Transit 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.

Accounting estimates are an integral part of the financial statements prepared by management, and are
based on management’s knowledge and experience about past and current events, and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were:

e Management’s estimates of the Pension and Other Post-Employment Benefits (OPEB)
liabilities and related inflows and outflows is based upon valuations received from
independent actuaries.

¢ Management’s estimate of the depreciable lives of capital assets is based on James City
County’s policy.

Your Success is Our Focus
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We have evaluated the key factors and assumptions used to develop these estimates in determining that
they are reasonable in relation to the financial statements as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosures affecting the financial statements include those related to
capital assets, commitments, pension, and other post-employment liabilities.

The financial statement disclosures are neutral, consistent, and clear.

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 misstatements identified during the audit, other than
those that are trivial, and communicate them to the appropriate level of management. The attached
schedule, at Appendix B, summarized one uncorrected misstatement of the financial statements.
Management has determined that the effects is immaterial to the financial statements taken as a whole.

There were no journal entries posted as a result of audit procedures performed. There was one adjusting
journal entry posted which was provided by the client and therefore, has not been included here.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditors’ 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 included in Appendix A.

Management Consultations with Other 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 auditors’ 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 generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Authority’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Report to the Board of Directors
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Other Matters

We applied certain limited procedures to Management’s Discussion and Analysis and the Required
Supplementary Information as listed in the Table of Contents, which are required supplementary
information (RSI) that supplements the basic financial statements. Our procedures consisted of inquiries
of management regarding the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We did not audit the RSI and
do not express an opinion or provide any assurance on the RSI.

We were engaged to report on the Schedule of Expenditures of Federal Awards and related notes, which
accompany the financial statements but are not RSI. With respect to this supplementary information, we
made certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with accounting principles generally accepted in
the United States of America, the method of preparing it has not changed from the prior period, and the
information is appropriate and complete in relation to our audit of the financial statements. We compared
and reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.

We were not engaged to report on the Introductory Section which accompanies the financial statements
but is not RSI. Such information has not been subjected to the auditing procedures applied in the audit of
the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on
it.

Restriction on Use

This information is intended solely for the use of the Board of Directors and management of Williamsburg
Area Transit Authority, and is not intended to be, and should not be, used by anyone other than these
specified parties.

Sincerely,
CERTIFIED PUBLIC ACCOUNTANTS

Newport News, Virginia
November 26, 2019

Report to the Board of Directors
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EDWARDS

INDEPENDENT AUDITOR’S REPORT ON COMMENTS AND SUGGESTIONS

To the Board of Directors and Management of
Williamsburg Area Transit Authority

In planning and performing our audit of the financial statements of the governmental activities and the
major fund of the Williamsburg Area Transit Authority (the Authority) as of and for the year ended June
30, 2019, in accordance with auditing standards generally accepted in the United States of America, we
considered its internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in circumstances for the purpose of expressing our opinion on the financial
statements and to comply with any other applicable standards, such as Government Auditing Standards
and the regulations set forth in the Uniform Guidance, but not for the purpose of expressing an opinion
on the effectiveness of the Authority’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph 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. In addition, because of inherent limitations in internal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be detected by
such controls.

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 a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity’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.

If material weaknesses or significant deficiencies were identified during our procedures they are
appropriately designated as such in this report. Additional information on material weaknesses or
significant deficiencies and compliance and other matters is included in the 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, which
should be read in conjunction with this report.

Your Success is Our Focus
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Additionally, during our audit, we may have become aware of certain other matters that provide
opportunities for improving your financial reporting system and/or operating efficiency. Such comments
and suggestions regarding these matters, if any, are also included in the attached report, but are not
designated as a material weakness or significant deficiency. Since our audit is not designed to include a
detail review of all systems and procedures, these comments should not be considered as being all-inclusive
of areas where improvements might be achieved. We also have included information on accounting and
other matters that we believe is important enough to merit consideration by management and those charged
with governance. Itis our hope that our suggestions will be taken in the constructive light in which they are
offered.

We have already discussed these comments and suggestions with management, and we will be pleased to
discuss them in further detail at your convenience, to perform any additional study of these matters, or to
assist you in implementing the recommendations.

This communication is intended solely for the information and use of the Williamsburg Area Transit
Authority, management, and the appropriate state and federal regulatory agencies and is not intended to be,
and should not be, used by anyone other than these specified parties.

Sincerely,
CERTIFIED PUBLIC ACCOUNTANTS

Newport News, Virginia
November 26, 2019

Report to the Board of Directors
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COMMENTS AND SUGGESTIONS

BOARD APPROVAL OF EXECUTIVE DIRECTOR PURCHASE CARD EXPENDITURES
(Control Deficiency)

During our review of a sample of purchase card transactions, we noted the Executive Director’s purchase
card transactions were approved by the Budget and Grants Administrator, not someone superior to the
Executive Director. We recommend that a member of the Board of Directors review and approve such
expenditures before being paid. We have noted that subsequent to year-end, this process has been
implemented.

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

NEW GASB PRONOUNCEMENTS

In this section, we would like to make you aware of certain confirmed and potential changes that are on the
horizon that may affect your financial reporting and audit.

The GASB issued Statement No. 84, Fiduciary Activities in January 2017. The objective of this Statement
is to improve guidance regarding the identification of fiduciary activities for accounting and financial
reporting purposes and how those activities should be reported.

This Statement establishes criteria for identifying fiduciary activities of all state and local governments. The
focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary activity
and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify
fiduciary component units and postemployment benefit arrangements that are fiduciary activities.

An activity meeting the criteria should be reported in a fiduciary fund in the basic financial statements.
Governments with activities meeting the criteria should present a statement of fiduciary net position and a
statement of changes in fiduciary net position. An exception to that requirement is provided for a business-
type activity that normally expects to hold custodial assets for three months or less.

This Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other
employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial
funds. Custodial funds generally should report fiduciary activities that are not held in a trust or equivalent
arrangement that meets specific criteria.

A fiduciary component unit, when reported in the fiduciary fund financial statements of a primary
government, should combine its information with its component units that are fiduciary component units
and aggregate that combined information with the primary government’s fiduciary funds.

This Statement also provides for recognition of a liability to the beneficiaries in a fiduciary fund when an
event has occurred that compels the government to disburse fiduciary resources. Events that compel a
government to disburse fiduciary resources occur when a demand for the resources has been made or when
no further action, approval, or condition is required to be taken or met by the beneficiary to release the assets.

The requirements of this Statement are effective for periods beginning after December 15, 2018.

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

The GASB issued Statement No. 87, Leases in June 2017. The objective of this Statement is to better meet
the information needs of financial statement users by improving accounting and financial reporting for leases
by governments. This Statement increases the usefulness of governments’ 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 financings 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.

Definition of a Lease

A lease is defined as a contract that conveys control of the right to use another entity’s nonfinancial asset
(the underlying asset) as specified in the contract for a period of time in an exchange or exchange-like
transaction. Examples of nonfinancial assets include buildings, land, vehicles, and equipment. Any contract
that meets this definition should be accounted for under the leases guidance, unless specifically excluded in
this Statement.

Lease Term

The lease term is defined as the period during which a lessee has a noncancelable right to use an underlying
asset, plus the following periods, if applicable:

a. Periods covered by a lessee’s option to extend the lease if it is reasonably certain, based on all
relevant factors, that the lessee will exercise that option.

b. Periods covered by a lessee’s option to terminate the lease if it is reasonably certain, based on
all relevant factors, that the lessee will not exercise that option.

c. Periods covered by a lessor’s option to extend the lease if it is reasonably certain, based on all
relevant factors, that the lessor will exercise that option.

d. Periods covered by a lessor’s option to terminate the lease if it is reasonably certain, based on
all relevant factors, that the lessor will not exercise that option.

A fiscal funding or cancellation clause should affect the lease term only when it is reasonably certain that
the clause will be exercised.

Lessees and lessors should reassess the lease term only if one or more of the following occur:

a. The lessee or lessor elects to exercise an option even though it was previously determined that
it was reasonably certain that the lessee or lessor would not exercise that option.

b. The lessee or lessor elects not to exercise an option even though it was previously determined
that it was reasonably certain that the lessee or lessor would exercise that option.

c. An event specified in the lease contract that requires an extension or termination of the lease
takes place.

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

Short-Term Leases

A short-term lease is defined as a lease that, at the commencement of the lease term, has a maximum possible
term under the lease contract of 12 months (or less), including any options to extend, regardless of their
probability of being exercised. Lessees and lessors should recognize short-term lease payments as outflows
of resources or inflows of resources, respectively, based on the payment provisions of the lease contract.

Lessee Accounting

A lessee should recognize a lease liability and a lease asset at the commencement of the lease term, unless
the lease is a short-term lease or it transfers ownership of the underlying asset. The lease liability should be
measured at the present value of payments expected to be made during the lease term (less any lease
incentives). The lease asset should be measured at the amount of the initial measurement of the lease liability,
plus any payments made to the lessor at or before the commencement of the lease term and certain direct
COsts.

A lessee should reduce the lease liability as payments are made and recognize an outflow of resources (for
example, expense) for interest on the liability. The lessee should amortize the lease asset in a systematic and
rational manner over the shorter of the lease term or the useful life of the underlying asset. The notes to
financial statements should include a description of leasing arrangements, the amount of lease assets
recognized, and a schedule of future lease payments to be made.

Lessor Accounting

A lessor should recognize a lease receivable and a deferred inflow of resources at the commencement of the
lease term, with certain exceptions for leases of assets held as investments, certain regulated leases, short-
term leases, and leases that transfer ownership of the underlying asset. A lessor should not derecognize the
asset underlying the lease. The lease receivable should be measured at the present value of lease payments
expected to be received during the lease term. The deferred inflow of resources should be measured at the
value of the lease receivable plus any payments received at or before the commencement of the lease term
that relate to future periods.

A lessor should recognize interest revenue on the lease receivable and an inflow of resources (for example,
revenue) from the deferred inflows of resources in a systematic and rational manner over the term of the
lease. The notes to financial statements should include a description of leasing arrangements and the total
amount of inflows of resources recognized from leases.

Contracts with Multiple Components and Contract Combinations

Generally, a government should account for the lease and nonlease components of a lease as separate
contracts. If a lease involves multiple underlying assets, lessees and lessors in certain cases should account
for each underlying asset as a separate lease contract. To allocate the contract price to different components,
lessees and lessors should use contract prices for individual components as long as they do not appear to be
unreasonable based on professional judgment, or use professional judgment to determine their best estimate
if there are no stated prices or if stated prices appear to be unreasonable. If determining a best estimate is
not practicable, multiple components in a lease contract should be accounted for as a single lease unit.
Contracts that are entered into at or near the same time with the same counterparty and that meet certain
criteria should be considered part of the same lease contract and should be evaluated in accordance with the
guidance for contracts with multiple components.

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

Lease Modifications and Terminations

An amendment to a lease contract should be considered a lease modification, unless the lessee’s right to use
the underlying asset decreases, in which case it would be a partial or full lease termination. A lease
termination should be accounted for by reducing the carrying values of the lease liability and lease asset by
a lessee, or the lease receivable and deferred inflows of resources by the lessor, with any difference being
recognized as a gain or loss. A lease modification that does not qualify as a separate lease should be
accounted for by remeasuring the lease liability and adjusting the related lease asset by a lessee and
remeasuring the lease receivable and adjusting the related deferred inflows of resources by a lessor.

Subleases and Leaseback Transactions

Subleases should be treated as transactions separate from the original lease. The original lessee that becomes
the lessor in a sublease should account for the original lease and the sublease as separate transactions, as a
lessee and lessor, respectively.

A transaction qualifies for sale-leaseback accounting only if it includes a sale. Otherwise, it is a borrowing.
The sale and lease portions of a transaction should be accounted for as separate sale and lease transactions,
except that any difference between the carrying value of the capital asset that was sold and the net proceeds
from the sale should be reported as a deferred inflow of resources or a deferred outflow of resources and
recognized over the term of the lease.

A lease-leaseback transaction should be accounted for as a net transaction. The gross amounts of each
portion of the transaction should be disclosed.

The requirements of this Statement are effective for periods beginning after December 15, 2019.

The GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End of a
Construction Period in June 2018. 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.

This Statement establishes accounting requirements for interest cost incurred before the end of a construction
period. Such interest cost includes all interest that previously was accounted for in accordance with the
requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which are superseded
by this Statement. This Statement requires that interest cost incurred before the end of a construction period
be recognized as an expense in the period in which the cost is incurred for financial statements prepared
using the economic resources measurement focus. As a result, interest cost incurred before the end of a
construction period will not be included in the historical cost of a capital asset reported in a business-type
activity or enterprise fund.

This Statement also reiterates that in financial statements prepared using the current financial resources
measurement focus, interest cost incurred before the end of a construction period should be recognized as
an expenditure on a basis consistent with governmental fund accounting principles.

The requirements of this Statement are effective for periods beginning after December 15, 2019. The
requirements of this Statement should be applied prospectively.

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

The GASB issued Statement No. 90, Major Equity Interests, an amendment of GASB Statements No. 14
and No. 61 in August 2018. This Statement improves the consistency and comparability of reporting a
government’s majority equity interest in a legally separate organization and improves the relevance of
financial statement information for certain component units. It defines a majority equity interest and
specifies that a majority equity interest in a legally separate organization should be reported as an investment
if a government’s holding of the equity interest meets the definition of an investment. A majority equity
interest that meets the definition of an investment should be measured using the equity method, unless it is
held by a special-purpose government engaged only in fiduciary activities, a fiduciary fund, or an
endowment (including permanent and term endowments) or permanent fund. Those governments and funds
should measure the majority equity interest at fair value.

For all other holdings of a majority equity interest in a legally separate organization, a government should
report the legally separate organization as a component unit, and the government or fund that holds the
equity interest should report an asset related to the majority equity interest using the equity method. This
Statement establishes that ownership of a majority equity interest in a legally separate organization results
in the government being financially accountable for the legally separate organization and, therefore, the
government should report that organization as a component unit.

This Statement also requires that a component unit in which a government has a 100 percent equity interest
account for its assets, deferred outflows of resources, liabilities, and deferred inflows of resources at
acquisition value at the date the government acquired a 100 percent equity interest in the component unit.
Transactions presented in flows statements of the component unit in that circumstance should include only
transactions that occurred subsequent to the acquisition.

The requirements of this Statement are effective for periods beginning after December 15, 2018. The
requirements should be applied retroactively, except for the provisions related to (1) reporting a majority
equity interest in a component unit and (2) reporting a component unit if the government acquires a 100
percent equity interest. Those provisions should be applied on a prospective basis.

The GASB issued Statement No. 91, Conduit Debt Obligations in May 2019. 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.

A conduit debt obligation is defined as a debt instrument having all of the following characteristics:

e There are at least three parties involved: (1) an issuer, (2) a third-party obligor, and (3) a debt
holder or a debt trustee.

e The issuer and the third-party obligor are not within the same financial reporting entity.

e The debt obligation is not a parity bond of the issuer, nor is it cross-collateralized with other
debt of the issuer.

e The third-party obligor or its agent, not the issuer, ultimately receives the proceeds from the
debt issuance.

e The third-party obligor, not the issuer, is primarily obligated for the payment of all amounts
associated with the debt obligation (debt service payments).

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

All conduit debt obligations involve the issuer making a limited commitment. Some issuers extend
additional commitments or voluntary commitments to support debt service in the event the third party is, or
will be, unable to do so.

An issuer should not recognize a conduit debt obligation as a liability. However, an issuer should recognize
a liability associated with an additional commitment or a voluntary commitment to support debt service if
certain recognition criteria are met. As long as a conduit debt obligation is outstanding, an issuer that has
made an additional commitment should evaluate at least annually whether those criteria are met. An issuer
that has made only a limited commitment should evaluate whether those criteria are met when an event
occurs that causes the issuer to reevaluate its willingness or ability to support the obligor’s debt service
through a voluntary commitment.

This Statement also addresses arrangements—often characterized as leases—that are associated with
conduit debt obligations. In those arrangements, capital assets are constructed or acquired with the proceeds
of a conduit debt obligation and used by third-party obligors in the course of their activities. Payments from
third-party obligors are intended to cover and coincide with debt service payments. During those
arrangements, issuers retain the titles to the capital assets. Those titles may or may not pass to the obligors
at the end of the arrangements.

Issuers should not report those arrangements as leases, nor should they recognize a liability for the related
conduit debt obligations or a receivable for the payments related to those arrangements. In addition, the
following provisions apply:

o If the title passes to the third-party obligor at the end of the arrangement, an issuer should not
recognize a capital asset.

o If the title does not pass to the third-party obligor and the third party has exclusive use of the
entire capital asset during the arrangement, the issuer should not recognize a capital asset until
the arrangement ends.

o If the title does not pass to the third-party obligor and the third party has exclusive use of only
portions of the capital asset during the arrangement, the issuer, at the inception of the
arrangement, should recognize the entire capital asset and a deferred inflow of resources. The
deferred inflow of resources should be reduced, and an inflow recognized, in a systematic and
rational manner over the term of the arrangement.

This Statement requires issuers to disclose general information about their conduit debt obligations,
organized by type of commitment, including the aggregate outstanding principal amount of the issuers’
conduit debt obligations and a description of each type of commitment. Issuers that recognize liabilities
related to supporting the debt service of conduit debt obligations also should disclose information about the
amount recognized and how the liabilities changed during the reporting period.

The requirements of this Statement are effective for periods beginning after December 15, 2020.

Report to the Board of Directors
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ACCOUNTING AND OTHER MATTERS

June 30, 2019

CURRENT GASB PROJECTS

GASB currently has a variety of projects in process. Some of these projects discussed below.

Conceptual Framework — Recognition. The project’s objective is to develop recognition criteria for
whether information should be reported in state and local governmental financial statements and when that
information should be reported. This project ultimately will lead to a Concepts Statement on recognition of
elements of financial statements. The project is currently in deliberations with an exposure draft expected
in February 2020, and concepts Statement draft in November 2021.

Conceptual Framework — Disclosure. The project’s objective is to develop concepts related to a framework
for the development and evaluation of notes to financial statements for the purpose of improving the
effectiveness of note disclosures in government financial reports. The framework will establish criteria for
the Board to use in evaluating potential note disclosure requirements during future standards-setting
activities and in reexamining existing note disclosure requirements. Those concepts also will provide
governments a basis for considering the essentiality of information items for which the GASB does not
specifically provide authoritative disclosure guidance. This project is currently in deliberations with an
exposure draft expected in March 2021, and a Concepts Statement draft in April 2022.

Financial Reporting Model. The objective of this project is to make improvements to the financial reporting
model, including Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis —for State and Local Governments, and other reporting model-related pronouncements (Statements
No. 35, Basic Financial Statements —and Management’s Discussion and Analysis — for Public Colleges and
Universities, No. 37, Basic Financial Statements — and Management’s Discussion and Analysis — for State
and Local Governments: Omnibus, No. 41, Budgetary Comparison Schedules — Perspective Differences,
and No. 46, Net Assets Restricted by Enabling Legislation, and Interpretation No. 6, Recognition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements). The
objective of these improvements would be to enhance the effectiveness of the model in providing
information that is essential for decision-making and enhance the ability to assess a government’s accounting
and address certain application issues, based upon the results of the pre-agenda research on the financial
reporting model. The project is currently in deliberations with an exposure draft expected in February 2020,
and a final Statement draft in November 2021.

Public-Private Partnerships and Availability Payment Arrangements. The project’s objective is to address
accounting and financial reporting for public-private partnerships (PPPs) and availability payment
arrangements (APAs). The project will consider: (1) potential amendments to Statement No. 60, Accounting
and Financial Reporting for Service Concession Arrangements, and potential amended or new
implementation guidance to better address accounting and financial reporting for service concession
arrangements (SCAs) within its scope, (2) potential additional accounting and financial reporting guidance
for other types of public-private partnerships not with the scope of Statement 60, or subject to the provisions
of Statement No. 87, Leases, and (3) APAs. The project is currently in the exposure draft comment period
with a final Statement draft expected in February 2020.

Report to the Board of Directors
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Revenue and Expense Recognition. The objective of this project is to develop a comprehensive application
model for the classification, recognition, and measurement of revenues and expenses. The purpose for
developing a comprehensive model is (1) to improve the information regarding revenues and expenses that
users need to make decisions and assess accountability, (2) to provide guidance regarding exchange and
exchange-like transactions that have not been specifically addressed, (3) to evaluate revenue and expense
recognition in the context of the conceptual framework, and (4) to address application issues identified in
practice, based upon the results of the pre-agenda research on revenue for exchange and exchange-like
transactions. The project is currently in deliberations with an exposure draft expected in September 2021,
and a final Statement draft in December 2022.
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WAIA>

Williamsburg Area Trans? Authority

November 26, 2019

Brown, Edwards & Company L.L.P.
701 Town Center Drive, Suite 700
Newport News, VA 23606-4295

This representation letter is provided in connection with your audit of the financial statements of the Williamsburg Area
Transit Authorily (the “Authority”), which comprise the respective financial position of the governmental activities and the
major fund as of June 30, 2049, and for the year then ended, and the respective changes in financial position, and the
related notes to the financial statements, for the purpose of expressing opinions as io whether the financial statements are
presented fairly, in all material respects, in accordance with accounting principles generally accepted in the United States
of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matiers that are material. items are considered
material, regardiess of size, if they involve an omission or misstatement of accounting information that, in light of surrounding
circumstances, makes it probable that the judgment of a reasenable person relying on the information would be changed
or influenced by the omission or misstatement. An omission of misstatement that is monetarily small in amount could be
considered material as a result of qualitative factors.

We confirm, to the best of our knowledge and belief, as of the date of this letler, the following representations made to you
during your audit.

Financial Statements

1} We have fulfilled our responsibilities, as set out in theterms of the audit engagement letter dated April 10, 2019,
including our responsibility for the preparation and fair presentation of the financial statements in accordance with
U.S. GAAP and for preparation of the supplementary information in accordance with the applicable criteria.

2) The financial statements referred to above are fairly presented in conformity with U.S. GAAP and include all properly
classified funds and other financial information required by generally accepted accounting principles to be included
in the financial reporting entity.

3) We acknowledge our responsibility for the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

4) We acknowledge our responsibility for the design, implementation, and maintenance of internal control to prevent
and detect fraud.

5) Significant assumptions we used in making accounting estimates, including those measured at fair value, are
reasonable.

6) Related party relationships and transactions, includingrevenues, expenditures/expenses, loans, transfers, leasing
arrangements, and guarantees, and amounts receivable from or payable to related parties have been appropriately
accounied for and disclosed in accordance with U.S. GAAP.

7) Adjustments or disclosures have been made for all events, including instances of noncompliance, subsequent to
the date of the financial statements that would require adjustment to or disclosure in the financial statements or in
the schedule of findings and questioned costs.

8) The effects of uncorrected misstatements are immaterial, bath individually and in the aggregate, to the financial
statements as a whole. A list of uncorrected misstatements is atlached to the representation letter. In addition, you
have proposed adjusting journal entries that have been posted to the Authority’s accounts. We are in agreement
with those adjustments.

9) There are no omitted disclosures.

10) The effects of all known actual or possible litigation, claims, and assessments have been accounted for and
disclosed in accordance with U.S. GAAP.



11) Guarantees, whether written or oral, under which the Authority is contingently liable, if any, have been praperly
recorded or disclosed.

Information Provided
12) We have provided you with:

a. Access to all inforration, of which we are aware, that is relevant to the preparation and fair preseriation of
the financial statements, such as records, documentation, and other matters and all audit or relevant
monitoring reports, if any, received from funding sources.

b. Additional information that you have requested from us for the purpose of the audit.

c. Unrestricted access to persons within the Authority from whom you determined it necessary to obtain audit
evidence.

d. Minutes of the meetings of the Authority or summaries of actions of recent meetings for which minutes have
not yet been prepared.

13) All material transactions have been recorded in the accounting records and are reflected in the financial statements
and the schedule of expenditures of federal awards.

14) We have disclosed to you the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud.

15) We have no knowledge of any fraud or suspected fraud that affects the Authority and involves:
a. Management,
b. Employees who have significant roles in internal control,
¢. Service organizations used by the Authority, or
d. Others where the fraud could have a material effect on the financial statements.

16) We have no knowledge of any allegations of fraud or suspected fraud affecting the Authority's financial statements
communicated by employees, former employees, regulators, or others.

17) We have no knowledge of instances of noncompliance or suspected noncompliance with provisions of laws,
regulations, contracts, or grant agreements, or abuse, whose effects should be considered when preparing financial
statements.

18) We have disclosed to you all known actual or possible litigation, claims, and assessments whose effects should be
considered when preparing the financial statements.

19) We have disclosed to you the identity of the Authority's related parties and all the related party relationships and
transactions of which we are aware.

Government-Specific

20) There have been no communications from regulatory agencies concerning noncompliance with, or deficiencies in,
financial reporting practices.

21) We have identified to you any previous audits, atlestation engagements, and other studies related to the audit
objectives and whether related recommendations have been implemented.

22) The Authority has no plans or intentions that may materially affect the carrying value or classification of assets,
deferred outilows of resources, liabilities, deferred inflows of resources, fund balance or net position.

23) We are responsible for compliance with the laws, regulations, and provisions of contracts and grant agreements
applicable io us, including tax or debt limits and debt contracts; and legal and contractual provisions for reporting
specific aclivities In separate funds.

24) We have identifled and disclosed to you all instances, which have occurred or are likely to have occurred, of fraud
and noncompliance with provisions of laws and regulations that we believe have a material effect on the financial
statements or other financial data significant to the audit objectives, and any other instances that warrant the
attention of those charged with governance.

25) We have identified and disclosed to you all instances, which have occurred or are likely to have occurred, of
noncompliance with provisions of contracts and grant agreements that we believe have a material effect on the
determination of financial statement amounis or other financial data significant {o the audit objectives.
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26) We have identified and disclosed to you all instances that have occurred or are likely to have occurred, of abuse
that could be quantitatively or qualitatively material to the financial statements or other financial data significant to
the audit objectlives.

27) There are no violations or possible violations of budget ordinances, laws and regulations (including those pertaining
to adopting, approving, and amending budgets), provisions of contracts and grant agreements, tax or debt limits,
and any related debt covenants whose effects should be considered for disclosure in the financial statements, or
as a basis for recording a loss contingency, or for reporting on noncompliance.

28) The Authority has satisfactory title to all owned assets, and there are no liens or encumbrances on such assets nor
has any asset been pledged as collateral.

28) The Authority has complied with all aspects of contractual agreements that would have a material effect on the
financial statements in the event of noncompliance.

30) The financial statements include all component units, appropriately present majority equity interests in legally
separate organizalions and joint ventures with an equity interest, and properly disclose all other joint ventures and
other related organizations.

31) The financial statements properly classify all funds and activities, in accordance with GASB Statement No. 34, as
amended.

32) All funds that meet the quantitative criteria in GASB Stalement Nos. 34 and 37 for presentation as major are
identifled and presented as such and all other funds that are presented as major are particularly important to
financial statement users.

33) Components of net position {net investment in capital assets; restricted; and unrestricted), and classifications of
fund balance {nonspendable, restricted, committed, assigned, and unassigned) are properly classified and, if
applicable, approved.

34) Investments, derivative instruments, and land and other real estate held by endowments are properly valued.
35) Provisions for uncollectible receivables have been properly identified and recorded.

36) Expenses have been appropriately classified in or allocated to functions and programs in the statement of activities,
and allocations have been made on a reasonable basis.

37) Revenues are appropriately classified in the statement of activities within program revenues, general revenues,
contributions to term or permanent endowments, or contributions to permanent fund principal.

38) Interfund, internal, and intra-entity activity and balances have been appropriately classified and reported.
39) Special and extraordinary items are appropriately classified and reported, if applicable.

40) Deposits and investment securities and derivative instruments are properly classified as to risk and are properly
disclosed.

41) Capital assets, including infrastructure and intangible assets, are properly capitalized, reported, and, if applicable,
depreciated or amortized.

42) Capital assets have been evaluated for impairment as a result of significant and unexpected decline in service
utility.

43} We believe that the actuarial assumptions and methods used to measure pension and OPEB liabilities and cosls
for financial accounting purposes are appropriate in the circumstances.

44) We have not completed the process of evaluating the impact that will result from adopting new GASB Statements
that are not yet effective, as discussed in the notes to financial statements. The Authority is therefore unable to
disclose the impact that adopting these Statements will have on its financial position and the results of its operations
when the Statements are adopted.

45) We agree with the findings of specialists in evaluating the retiree heaithcare OPEB liability and have adequately
considered the qualifications of the speciaiist in determining the amounts and disclosures used in the financial
statements and underlying accounting records. We did not give or cause any instructions to be given to specialists
with respect to the values or amounts derived in an attempt to bias their work, and we are not otherwise aware of
any matters that have had an impact on the independence or objectivity of the specialists.

46) We have appropriately disclosed the Authority's policy regarding whether to first apply restricted or unrestricted
resources when an expense is incurred for purposes for which both restricted and unrestricted net position is
available and have determined that net position is properly recognized under the policy.
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47) We are following our established accounting policy regarding which resources (that is, restricted, committed,
assigned, or unassigned) are considered to be spent first for expenditures for which more than one resource
classification is available. Such policy determines the fund balance classifications for financial reporting purposes.

48) We acknowledge our responsibility for the required supplementary information (RSl). The RS| is measured and
presented within prescribed guidelines and the methods of measurement and presentation have not changed from
those used in the prior period. We have disclosed to you any significant assumptions and interpretations underlying
the measurement and presentation of the RSI.

49) With respect to federal award programs:

We are responsible for understanding and complying with and have complied with the requirements of Title
2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Adrministrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance), including requirements relating to
preparation of the schedule of expenditures of federal awards.

We acknowledge our respansibility for presenting the schedule of expenditures of federal awards (SEFA)
and related notes in accordance with the requirements of the Uniform Guidance, and we believe the SEFA,
including its form and content, is fairly presented in accordance with the Uniform Guidance. The methods
of measurement or presentation of the SEFA have not changed from those used in the prior period and we
have disclosed to you any significant assumptions and interpretations underilying the measurement or
presentation of the SEFA,

We have identified and disclosed to you all of our government programs and related activities subject to
the Uniform Guidance compliance audit, and have included in the SEFA, expenditures made during the
audit period for all awards provided by federal agencies in the form of federal awards, federal cost-
reimbursement contracts, loans, loan guarantees, property (including donated surplus property),
cooperative agreements, interest subsidies, insurance, food commodities, direct appropriations, and other
direct assistance.

We are responsible for understanding and complying with, and have complied with, the requirements of
federal statutes, regulations, and the terms and conditions of federal awards related to each of our federal
programs and have identified and disclosed to you the requirements of federal statutes, regulations, and
the terms and conditions of federal awards that are considered to have a direct and material effect on each
major program.

We are responsible for establishing and maintaining, and have established and maintained, effective
internal control over compliance for federal programs that provides reasonable assurance that we are
managing our federal awards in compliance with federal statutes, regulations, and the terms and conditions
of federal awards that could have a material effect an our federal programs. We believe the internal control
system is adequate and is functioning as intended.

We have made available to you all federal awards (including amendments, if any) and any other
correspondence with federal agencies or pass-through entities relevant to federal programs and related
activities.

We have received no requests from a federal agency toe audit one or more specific programs as a major
program,

We have complied with the direct and material compliance requirements, including when applicable, those
set forth in the OMB Compliance Supplement, relating to federal awards and have identified and disclosed
to you all amounts questioned and ali known noncompliance with the requirements of federal awards.

We have disclosed any communications from federal awarding agencies and pass-through entities
concering possible noncompliance with the direct and material compliance requirements, including
communications received from the end of the period covered by the compliance audit to the date of the
auditor’s report.

We have disclosed to you the findings received and related corrective actions taken for previous audits,
attestation engagements, and internal or external monitoring that directly relate to the objectives of the
compliance audit, including findings received and corrective actions taken from the end of the period
covered by the compliance audit to the date of the auditor's report.

Amounts claimed or used for matching were determined in accordance with relevant guidelines in OMB's
Uniform Guidance (2 CFR part 200, subpart E) and OMB Circular A-87, Cost Principles for State, Local,
and Indian Tribal Governments, if applicable.
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We have disclosed to you our interpretation of compliance requirements that may have varying
interpretations.

We have made available to you all documentation related to compliance with the direct material compliance
requirements, including information related to federal program financial reports and claims for advances
and reimbursements.

We have disclosed to you the nature of any subsequent events that provide additional evidence about
conditions that existed at the end of the reporting period affecting noncompliance during the reporting
period.

There are no such known instances of noncompliance with direct and material compliance requirements
that occurred subsequent to the period covered by the auditors' report.

No changes have been made in internal control over compliance or other factors that might significantly
affect internal control, including any corrective action we have taken regarding significant deficiencies or
material weaknesses in internal control over compliance, subsequent to the period covered by the auditor's
report.

Federal program financial reports and claims for advances and reimbursements are supported by the books
and records from which the financial statements have been prepared.

The copies of federal program financial reports provided to you are true copies of the reports submitted, or
electronically transmitted, to the respective federal agency or pass-through entity, as applicable.

We have charged costs to federal awards in accordance with applicable cost principles.

We are responsible for and have accurately prepared the summary schedule of prior audit findings to
include all findings required to be included by the Uniform Guidance and we have provided you with all
information on the status of the follow-up on prior audit findings by federal awarding agencies and pass-
through entities, including all management decisions.

We are responsible for and have ensured the reporting package does not contain protected, personally-
identifiable information.

We are responsible for and have accurately prepared the auditee section of the Data Collection Form as
required by the Uniform Guidance.

We are responsible for taking corrective action on each audit finding of the compliance audit and have
developed a corrective action plan that meets the requirements of the Uniform Guidance.

We have disclosed {o you all contracts or other agreements with service organizations, and we have
disclosed to you all communications from the service arganizations relating to noncompliance at the service
organizalions, if applicable.

50) In regard to the assistance with submission of the data collection form service performed by you, we have:

a.
b.

c
d.

e.

Assumed all management responsibilities.

Overseen the service, by designating an individual, within senior management, who possesses suitable
skill, knowledge, or experience.

Evaluated the adequacy and resuits of the services performed.
Accepted responsibility for the results of the services.

Evaluated and maintained internal controls, including ongoing monitoring activities.

We have evaluated subsequent events through the date of this letter, which is the date the financial statements were
availabie to be issued. No events, including instances of noncompliance, have occurred subsequent to the balance sheet
date and through the date of this letter that would require adjustment to or disclosure in the aforementioned financial

statements.
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Client: Williamsburg Area Transit Authority

Period End: 6/30/19

Scope: All known and projected misstatements and/or classification errors over
(Scope should generally not exceed 5% of planning materiality). (1)

SUMMARY OF ADJUSTMENTS PASSED AND EVALUATION
OF ALLOWANCE FOR UNDETECTED ERROR

Planning Materiality:

Pretax effect Debit (Credit) (2) of Misstatement and Classification Errors On:

W/P Type Assets Liabilities Income Statement
Description Reference 3) Current Long-term Current Long-term Revenue C of Sales G&A Selling Other Income (5) Equity
Per review of board resolution, two vans that were placed out of service to be
sold should have had a NBV of $0. However, a 10yr life was used for the vans
vs. the 4yr life noted in the board resolution. Depreciation expense should have
been higher in prior years on these two vans. See entry noted below: 4630 (KM -
Accumulated Depreciation (12,760)
Beginning equity (for previous years depreciation expense) 12,760
From Subtotal page(s) - - - - - - - - -
Total (6) (12,760) - - - - - - - 12,760
o -
Cumulative Misstatement Errors 12,760




