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I, Janalynn Cruz Damian, declare:

1. I am an associate with Calvo Fisher & Jacob LLP (“CFJ”). I make this declaration
in support of GIAA’s motion to disqualify the Public Auditor. I have personal knowledge of the
matters set forth herein and could testify thereto under oath if called as a witness.

2. I regularly advise our client A.B. Won Pat International Airport Authority, Guam
(“GIAA” or “Airport”) concerning various business and regulatory matters. In 2012 and 2013, I
represented GIAA in connection with the request for proposal issued by GIAA for its specialty
retail concession.

3. On July 19, 2012, GIAA issued a request for proposal (an “RFP”) to operate the
specialty retail concession at the Airport. At the time of issuance of the RFP, one of DFS Guam
L.P’s (“DFS”) three specialty retail concession contracts had already expired and DFS was
operating thereunder in a month-to-month holdover capacity. DFS’s main concession contract was
scheduled to expire on January 20, 2013. Four companies submitted proposals in response to the
RFP.

4. On October 30, 2012, DFS wrote a letter to GIAA expressing “concern” and
alleging that two members of GIAA’s board of directors who traveled to South Korea on a trip
sponsored by the Guam Visitors Bureau to celebrate the inaugural flight of a new direct connection
between Guam and Seoul received gifts from a corporate affiliate of Lotte Duty Free Guam, LLC
(“Lotte”), one of the proposers, during the trip. A true and correct copy of DFS’s October 30, 2012
letter is attached hereto as Exhibit A. DFS declined to submit a procurement protest at that time.
Nevertheless, GIAA investigated the allegations in DFS’s October 30, 2012 letter and found that
no misconduct occurred. The two directors who visited South Korea were not involved in and
abstained from any participation in the procurement process relating to the RFP.

5.  The four proposals received by the Airport were reviewed and scored according to |

criteria established by the RFP by an independent evaluation committee (comprising no members
of GIAA’s board of directors) in consultation with an outside aviation consulting firm, which
solely reviewed, quantified, and compared the financial components of each proposal and issued a

report to the evaluation committee. On March 28, 2013, prior to the GIAA Board’s regular
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meeting, GIAA’s Supply Management Administrator, Franklin P. Taitano, and I met to assign
letter designations to the four proposers who had submitted proposals in response to the RFP. The
letter A, B, C, or D was assigned randomly by lottery to each proposer starting with the first
proposal received. This was done to protect the confidentiality of the proposers and to avoid public
disclosure of information prohibited from disclosure under the Procurement Regulations. A
memorandum was then prepared by the Supply Management Administrator memorializing the
letter designations given to each proposer and this memorandum was included in the procurement
record for the RFP.

6. Later that same day, the GIAA Board held its regular meeting. The ranked order of
proposers was presented to the Board, along with the recommendation of GIAA’s Evaluation
Committee. When the evaluation results and ranking order were presented, the four proposers were
identified in the results and their ranking only by their letter designations. DFS representatives
attended this Board meeting.

7. After this presentation, some Board members asked questions regarding the method
and process used to evaluate the proposals and the fact that the proposers were identified only by
letter designations. The GIAA Board tabled the matter pending further clarification from GIAA
legal counsel regarding the propriety of using letter designations in connection with the Board
approval process.

8. On April 11, 2013, DFS sent another letter to GIAA expressing its view that GIAA
and its legal counsel had not done enough to address DFS’s concerns expressed in its earlier
October 30, 2012 letter, but also insisting thaf “the process of the RFP must continue to move
forward.” A true and correct copy of DFS’s April 11, 2013 is attached hereto as Exhibit B.

9. On April 12, 2013, the Board met again and, after using the same letter-designations

~ for the proposals, discussed the evaluation criteria and rankings. Following a board vote approving

the independent evaluation committee’s rankings, GIAA announced that Lotte had submitted the
highest ranked proposal. After the announcment that Lotte had submitted the most qualified

proposal, I was personally involved in the contract negotiations between Lotte and GIAA.
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10. GIAA and Lotte began negotiating a contract immediately following the
announcement and had largely concluded those negotiations by April 23, 2013. A negotiation
meeting was held on April 17, 2013 with representatives of GIAA and Lotte, at which I was
present. Following the meeting, GIAA believed that Lotte and GIAA had reached an agreement on
most key terms. In the afternoon of April 23, 2013 — before receiving any protest from any
proposer — my firm transmitted to counsel for Lotte a copy of the revised concession agreement for
Lotte’s review incorporating the items discussed during the April 17 meeting. GIAA anticipated
that the parties would enter into the concession agreement in substantially the form of the draft we
transmitted on April 23.

11.  Negotiations between GIAA and Lotte were suspended as soon as GIAA received
DFS’s April 23 Protest. Those negotiations resumed on May 18, 2013, after GIAA denied DFS’s
protest and the parties executed the concession agreement the same day.

I declare under penalty of perjury under the laws of Guam that the foregoing is true and
correct.

Executed on September 19, 2014 at Hagatfia, Guam.

(hal 7N~

WNA"LYNN CRUZ DAMIAN
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For: Mr. Ada & Mr. Taitano

Fax number: 671-646-8833

From: Mr. Jim Beighley

Fax number:;

Date: November 7, 2012

Regarding: Letter of Concern

Number of pages: 3 (including cover)

Comments:

Hafa Adai Gentlemen. As the GIAA single point of
contact for the current retail concessions RFP, 1 am

transmitting this letter to you. Please acknowledge
receipt of same.

With very best regards,

Jim Beighley
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October 30, 2012 REC’D BY: ‘%b

Mr. Charles H. Ada IT

Bxecutive Manager

A.B. Won Pal Intemational Aitport Authority
Administration Office, 3™ Floor

355 Chalan Pasajeru

Tamiming, Guam 96931

Re:  GIA RFEP (10-FY12

Dear Mr. Ada:

I am writing fo you to raise concerns that DFS has over some recent activities which have come
to our attention surrounding the GIA RFP 010-FY 12 which we feel may have been in |
contravention the procedures stipulated under the RFP as well 45 violative of the spinit of the
Guam procurement laws,

Mr. Ada, we raise this lettet of concern to you with the expectation that you will investigate this
matter fully and take the appropriate action warranted by the outcome of your investigation. Itis
unfortuniate that one of the bidding entities has chosen to actin such a blatantly questionable
manner as it casts 4 shadow over what otherwise has been, in our opinion, a very well co-
ordinated and well managed bid process. GIAA staff and managemient should bé commended
for the professional and thorough manner i which they have handled the bid process thus far—
as both the incumbent operator and bidder we are proud 16 be dssociated with GIAA, and we are
confident that you will handle this situation appropriately.

Specifically, we have learned that:

* OnSeptember 26th 2 delegation from Guam organized by GVB sponsored a frip to Korea
to celebrate the inaugural Jeju Air flight to Guam. Two GIAA Board Directors wers
participants in that delegation.

«  Weunderstand that the delegation met with high-ranking officials of the Lotte Group
who we understand fo be'a proposer for the GIAA retail bid.

+ In addition to touring the Lotte off-Airport Duty Free and Department stores, the Board
Directors also extensively toured the Lotte Airport store prior to their departure from
Korea. '

+  Gifts were given from Lotte to the GIAA Board Members.

DES Guam L.P,
1296 Pale San Vitorés Road
Tuiron, Guam 96913
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These discoveries concern us because they may be in contraventién of the following
requirements or regulations;

+ Potentially a violation of the “single point of contact” requirement of Part I.C of the REP
which states that “from the date the RFD is issued until final award, Proposers shall not
communicate with any GIAA staff, Board Members or officials regavding this REP.,.”

* Assuming Lotte is a proposer for this RFP, as we understand, they would have been
required to affirmt when they submitted their bid on October 17¢h that they have not
purposely ot knowingly tried to direotly influence any govérnment officials directly
connected with GIA who may have involvement or influence in the REP process or
outcome, Giving a guided tour of the Duty Free facilities downtown and especially those
at the airport would almost certainly be done in an effort to showcase their operations and
positively nflnence the GIA Board Members in their opinion of Lotte’s operations. The
giving of gifts could be percieved to be doxe with the same intention in mind, The
opportunity to showcase the bidders retail operations was not afforded to other bidding
entities who are based in Korea, nior was it afforded to FS or any other bidding entities
based outside of Guam — it was specifically organized for the benefit of one single bidder.

* Depending on the nature and the value of the gifis; any Board Members that may have

accepted such a gift or other gratuity potentially open themsslves up to serutiny under the
standards of sthical conduct prescribed in Guam’s procuremnent law.

We submit this letter of concern in the spirit of transparency and professional conduct which has
govemed our mutual refationship throughout the years. We must also, as I’'m sure you can
appreciate, protect our interests and legal options throughout all stages of this process 20 as to
guard against any undue and potentially illegal influence that other parties may choose to engage
in. Any actions that are niot in complete respéct of the regulations of the RFP and the laws of
Guam would be to the detriment of our entetprise; the-employees and families of DFS, the GIAA
and the toutism industry-on Guam of which we are a part and which the Guar Infernational
Airport serves as the bedrock of the foundation upon which the island’s most important industry
is built.

Should you have any additional»ql',lesﬁons, please don’t hesitate to contact me and should I learn
any additional information which may be related to this matter, I will continue to update you in
due course, : .

’ﬂ_,, [—
Lamepe- Beighlel (Jim)
Magdging Ditector

S Mid-Pacific Division - - o
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RE(ZJM Ew oy AF)R s DFS Guam LP  p O Box 7746
Tamuning, Guam 96931

G LER[A Telephone 671.647.3800
Facsimile 671.647.3902

LETTER OF TRANSMITTAL
DATE: April 1,1' 2013
TO: Mr. Franklin P. Taitano FROM: _Mr. Jim Beighley

DFS Guam LP

1296 Pale San Vitores Road
ATTENTION: - Tumon, Guam 96913
SUBJECT:
CC:
WE ARE SENDING YOU Attached [[JUnder Separate Cover Via the following items:
[JShop Drawings [JPrints [JSamples [ISpecifications :
[JCopy of Letter  []JChange Order [JOther.

1 4/11/2013 Letter RE: GIAAO10-FY12

THESE ARE TRANSMITTED as indicated below:

[JFor Approval [JApproved as submitted [JResubmit __ Copies for approval [JFor Bids Due

[JFor Your Use [CJApproved as noted [JSubmit ___ Copies of distribution ~ [JReturning Drawings, Etc. with Bid
[JAs Requested  [JReturned for corrections  [JReturn ___ Corrected prints [JFrom Subcontractor/Supplier
[JFor Review and Comment [JOther O

COMMENTS:

DATE:

RE-TRANSMIT TO:

ATTENTION:

ACTION:

Transmitted By: ﬁ%?/

/Alicia Roberto

Received By:

Signature:
Date:

IF ENCLOSURES ARE NOT AS NOTED, KINDLY NOTIFY US AT ONCE @ 671.647.3800



April 11,2013

Mr. Franklin P. Taitano

A.B. International Airport Authority, Guam
355 Chalan Pasajeru, Route 10A
Tamuning, Guam 96913

RE: RFP GIAA010-FY12

Dear Mr. Taitano,
Please find attached the following letter for processing and distribution accordingly:

With my simcerest respect and regards,

DFS Guam

DFES Guam L.P.
P. O. Box 7746
Tamuning, Guam 96931
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April 11, 2013
To the Attent_ion of:

Lucy Alcorn

Martin Gerber

Jess Torres

Edward Untalan

c/o A.B. International Airport Authority, Guam
355 Chalan Pasajeru, Route 10A

Tamuning, Guam 96913

Re: RFP No. GIAA010-FY12 Specialty Retail Concession Multi Concepts.

[ am writing to express our continuing concerns relative to the above referenced
RFP currently in process. At the recent GIAA board meeting, two GIAA directors,
including the board chairman, felt obliged to disqualify themselves from
participating in the process because of concerns over appearances of impropriety
resulting from the fact they received gifts during the GVB sponsored trip to Korea in
September. Per a subsequent media report, local legal counsel for Lotte, reacting to
the directors’ actions, admitted that it was his client that had provided the gifts, but
minimized their value, downplayed their significance and denied that Lotte was
aware that GIAA board members were part of the GVB delegation.

I first raised concerns over these matters in my letter to the Executive Manager
dated October 30, a.copy of which is attached. It was our assumption that an
investigation would have been undertaken by GIAA or its legal counsel as we
suggested. We believe such an investigation would have established that the actions
of Lotte were not as unknowing and innocent as it and its legal counsel would want
the GIAA and the public to believe. The meetings in Korea involved both GIAA and
GVB staff and management and were coordinated by GVB staff, These staff
personnel would have direct knowledge of what transpired. We understand, -
however, that none of the involved GVB staff were interviewed or otherwise
questioned. ~

We understand the true facts may have been that:

Senior Lotte management were fully aware of the fact that GIAA directors
were part of the GVB delegation

DFS Guam L.P.
P. O. Box 7746
Tamuning, Guam 96931



Senior Lotte management participated in the meetings—including tours of
Lotte facilities '

Members of the GVB delegation were encouraged to select merchandise at
the Lotte store which they later received as gifts free of charge

The GIAA directors who were members of the delegation may have picked
out their own gifts

The value of the gifts was not at all nominal, as has been stated

Earlier press reports also suggested that GVB staff had expressed concerns early on
concerning the propriety of the meetings between Lotte officials and delegation
members including the GIAA directors, but those concerns were overridden by
members of GVB management, who themselves may have some connections to
Lotte. .

Instead of focusing on the questionable actions of one of the proponents, the GIAA’s
legal counsel and GIAA management have done what they can to “sanitize” the RFP
process and remove the taint caused by Lotte’s actions. The involved GIAA directors
have returned the gifts and recused themselves. As a result, the burden of making
one of the most important decisions the board must make, which decision will affect
GIAA for decades, has fallen on a minority of the board—per Robert’s Rules of
Order.

We believe the focus more properly should have been on the actions of Lotte, not on
those of the directors. As aresult, a cloud still hangs over this RFP process. The
RFP required each of the proponents to submit affidavits regarding the giving of
gifts and gratuities and knowingly attempting to influence government employees
to commit ethical breaches. These affidavits go to the heart of the integrity of the
procurement process. Arranging for meetings with GIAA officials, giving tours of
their stores and providing valuable gifts to those officials, all on the eve of vying for
a valuable concession opportunity that will be awarded by those same officials,
would, if true, raise, serious questions as to the accuracy of the statements Lotte was
required to make.

We believe that it is of the utmost importance for the Board of Directors of GIAA to

insist that a very thorough investigation is conducted as to what exactly transpired

during that GVB Korea trip. The nature and value of the gifts, the circumstances
under which they were given and how they were selected by various members of
the delegation are important elements to consider. Itis also important to ascertain
what knowledge Lotte actually had of the delegation members, when they had that

knowledge, and how they chose to act subsequently.

DFS Guam L.P.
P. 0. Box 7746
Tamuning, Guam 96931



As a former Vice Chairman and Director of GVB, another semi-autonomous agency
in Guam, I appreciate fully the responsibility that the directors of GIAA. The
responsibility for the fiscal, legal, and operational health of the agency as well as the
local and international perception of the governance of the agency is one that is not
taken lightly. We believe that the process of the RFP must continue to move
forward. There are several important steps ahead that must be followed. As the

- process moves forward, however, the directors who are ultimately responsible for

the outcome must ensure that this investigation into what transpired is, and has
been, conducted thoroughly and that as a body the board is informed of all of the
relevant facts, particularly in light of the statements which have just been made
during and subsequent to the last board meeting.

With my sincerest respect and regards,

eighley
naging Director
FS Guam

Attachment: Letter dated October 30, 2012 Attention: Charles H. Ada Il

(L

DFS Guam L.P.
P. O. Box 7746
Tamuning, Guam 96931



October 30, 2012

Mr, Charles H. Ada II

Executive Manager

A.B. Won Pat International Airport Authority
Administration Office, 3 Floor

355 Chalan Pasajeru

Tamuning, Guam 96931

Re:  GIA RFP 010-FY12

Dear Mr. Ada:

I am writing to you to raise concerns that DFS has over some recent activities which have come
to our attention surrounding the GIA RFP 010-FY 12 which we feel may have been in
contravention the procedures stipulated under the RFP as well as violative of the spirit of the
Guam procurement laws.

Mr. Ada, we raise this Ietter of concern to you with the éxpectation that you will investigate this
matter fully and take the appropriate action warranted by the outcome of your investigation. It is
unfortunate that one of the bidding entities hias chosen to act in such a blatantly questionable
manner as it casts a shadow over what otherwise has been, in our opinion, a very well co-
ordinated and well managed bid process. GIAA staff and management should be commended
for the professional and thorough manner in which they have handled the bid process thus far —
as both the incumbent operator and bidder we are proud to be associated with GIAA, and we are
confident that you will handle this situation appropriately.

Specifically, we have learned that:

¢ On September 26th a delegatlon from Guam organized by GVB sponsored a trip to Korea
to celebrate the inaugural Jeju Air flight to Guam. Two GIAA Board Directors were
participants in that delegation.

¢ We understand that the delegation met with high-ranking officials of the Lotte Group
who we undetstand to be a proposer for the GIAA retail bid.

¢ In addition to touring the Lotte off-Airport Duty Free and Department stores, the Board
Directors also extensively toured the Lotte Airport store prior to their departure from
Korea.

A

. Glﬁs were given from Lotte to the GIAA Board Members.

DFS Guam L.P.
1296 Pale San Vitores Road
Tumon, Guam 96913



These discoveries concern us because they may be in'conttavention of the followmg
requiremients. or regulations:

Potentially a violation of the “single point of contact” requirement of Part I1.C of the RFP
which statcs that “from the date the RIP is issued until final award, Proposers shall not
communicate with any GIAA staff, Board Members or officials regarding this RFP...”

Assuming Lotte is a proposer for thlS RFP, as we understand, they would have been
required to affirm when they submiited their bid on October 17th that they have not
purposely or knowingly tried 16 directly influence any government officials directly
connected with GIA who may have involvement or influence in the RFP process or
outcome, Giving a guided tour of the Duty Free facilities downtown and especially those
at the ajrport would almost certainly be done in an effort to showcase their operations and
positively influence the GIA Board Members in their opinion of Lotte’s operations. The
giving of gifts could be percieved to be done with the same intention in mind, The
opportunity to showcase the bidders retail opetations was not afforded to other bidding
entities who are based in Korea, nor was it afforded to DFS or any other bidding entities
based outside of Guam — it was specifically organized for the benefit of one single bidder.

Depending on the nature and the value of the gifts, any Board Members that may have
accepted such a gift or other gratuity potentially open themselves up to scrutiny under the
standards of efhical conduct prescribed in Guam’s procurement law.

We submit this letter of concern in the spirit of transparency and professional conduct which has
governed our mutual relationship throughout the years. We must also, as I’'m sure you can
appreciate, protect our interests and legal options throughout all stages of this process so as to
guard against any undue and potentially illegal influence that other parties may choose to engage
in. Any actions that are not in complete respect of the regulations of the RFP and the laws of
Guam would be to the detriment of our enterptise, the employees and families of DFS, the GIAA
and the tourism industry on Guam of which we are a part and which the Guam Intetnational
Airport serves as the bedrock of the foundation upon which the island’s most important industry
is built.

Should you have any additional questions, please don’t hesitate to contact me and should I learn
any additional information which may be related to this matter, I will continue to update you in

due course.
Very trul

— Lamgf#¥Beighley (Jim)y “ T
-’: ging Director .

'S Mid-Pacific Division



