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eloitte 

INDEPENDENT AUDITORS' REPORT 

Board of Trustees 
Guam Educational Telecommunications Corporation: 

We have audited the accompanying financial statements of the governmental activities and the General 
Fund of the Guam Educational Telecommunications Corporation (PBS Guam), a component unit of the 
Government of Guam, as of and for the year ended September 30, 2012, which collectively comprise the 
Corporation's basic financial statements. These financial statements are the responsibility of the 
Corporation's management. Our responsibility is to express an opinion on the respective financial 
statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Corporation's internal control over financial reporting. 
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

As discussed in Note I to the financial statements, the financial statements referred to above present 
only the Guam Educational Telecommunications Corporation and are not intended to present fairly the 
financial position and results of operations of the Department of Chamorro Affairs in conformity with 
accounting principles generally accepted in the United States of America. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and the general fund of the Guam 
Educational Telecommunications Corporation as of September 30, 2012, and the respective changes in 
financial position thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated February 13, 
20 I 3, on our consideration of the Corporation's internal control over financial repmiing and on our tests 
of compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 



Accounting principles generally accepted in the United States of America require that the Management's 
Discussion and Analysis on pages 3 through 7 be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about 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 do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken 
as a whole. The comparative financial statement information on pages 24 and is presented for 
purposes of additional analysis and are not a required part of the financial statements. Such information 
is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America. In our opinion, the comparative financial statement information is fairly 
stated in all material respects in relation to the financial statements as a whole. 

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken 
as a whole. The supplemental schedule of employees and salaries on page 26 is presented for the 
purposes of additional analysis and is not a required part of the basic financial statements. 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. 

February 13, 2013 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Management's Discussion and Analysis 
Year Ended September 30, 2012 

This discussion and analysis of Guam Educational Telecommunications Corporation (dba PBS 
GUAM/KGTF) is intended to give an overview of our financial performance for the year ended 
September 30, 2012. This analysis should be read in conjunction with the respective financial 
statements, related footnotes and required supplementary information. 

Financial Statements 

Promulgated by U.S. Governmental Accounting Standards Board (GASB), the financial statements 
prepared for PBS GUAMIKGTF are in accordance with generally accepted accounting principles and 
standards. 

Required financial statements include a Governmental Funds Balance Sheet/Statement of Net Assets 
that identifies the characteristics and value of an entity's available resources (assets) as well as its 
obligations (liabilities) for FY2012. The Net Assets represents the amount by which an entity's assets 
exceed its liabilities and represent resources available to fund future operations. The Statement of 
Governmental Fund Revenues, Expenditures and Changes in Fund Balance/Statement of Activities is an 
additional required statement. This particular statement provides information about the entity's sources 
of revenue and nature of the related expenditures/expenses during the period reporting period. It reflects 
the entity's ability to recover costs associated with providing services. 

Financial Analysis 

Our analysis is based on the following condensed financial data for the years ended September 30, 2012 
and 2011, as presented in the Statement of Net Assets and the Changes in Net Assets. The nature of 
these statements is explained in the preceding paragraph. 

Statement of Net Assets 
2012 2011 

Capital assets $ 2,428,906 $ 2,431,221 
Current and other assets 698,823 791,261 

Total assets $ 3,127,729 $ 3,222,482 

Long-term liabilities $ 80,693 $ 79,899 
Other liabilities 218,589 300,814 

Total liabilities 299,282 380,713 

Net assets: 
Invested in capital assets 2,428,906 2,431,221 
Unrestricted 399,541 410,548 

Total net assets 2,828,447 2,841,769 

$ 3!127J29 $ 3)22!482 

Capital assets marginally decreased by $2,315 due to the acquisition of related assets, totaling $173,082, 
which is a part of the station's digital conversion less current year depreciation expense of $175,397. 
Current assets decreased by approximately 12% or $92,438, primarily due to a decrease in cash balance. 
Total liabilities decreased by 21 % or $81,4 31, attributed to a decrease in deferred revenues associated 
with unexpended grant funds. The decrease in total net assets is primarily caused by the resultant 
changes as reflected above. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Statement of Activities 

Revenues: 
Local appropriation 
Community Service Grant 
Contribution and other 
DDF /NTJA Grant 
Interest Income 

Management's Discussion and Analysis 
Year Ended September 30, 2012 

2012 

$ 553,121 
711,579 
351,490 
140,032 

10,448 

Total revenues: 1,766,670 

Expenses: 
Program service 212,524 
Supporting service 1,392,071 
Depreciation expense 175,397 

Total expenses 1,779.992 

Change in net assets 13,322 
Net assets beginning of year 2,841,769 

Net assets at the end of the year $ 2!828~447 

2011 

$ 621,057 
750,588 
434,118 
140,735 

5 476 

1,951,974 

199,745 
1,570,811 

170,852 

1.941,408 

10,566 
2,831,203 

$ U,41~769 

Total revenues reflect a significant decrease of 9.5% or $185,304, which is attributed to the NTIA Grant 
award for upgrades of station equipment, local appropriation and contributions and other revenue. 

Total operating expenses also decreased by a significant margin, approximately 8.3% or $161,416, 
which primarily accounts for a decrease in supporting service. Related expenses and revenues are 
recognized in approximate equal amounts as the expenses are incurred. 

Governmental Funds 

PBS GUAMIKGTF utilizes fund accounting practices to provide information on a near-term inflow, 
outflow and balances of spendable resources. Such information is useful in assessing PBS 
GUAM/KGTF's financing requirements. In particular, unreserved fund balance may serve as a useful 
measure of PBS GUAM/KGTF's net resources available for spending at the end of the fiscal year. The 
General Fund helps supplement fundsreceived by the Corporation of Public Broadcasters (CPB). At the 
end of the current fiscal year, the assigned fund balance amounted to $480,234 a decrease of $10,213 
compared with the prior year unreserved fund balance. 

Budgetary Highlights 

PBS GUAMIKGTF docs not prepare a total operating budget and actual analysis as only certain items 
are funded by the Government of Guam and a legally adopted budget is not required for the entity as a 
whole. PBS GUAMIKGTF utilizes a budget for internal purposes and benchmarks for future 
projections, forecasting, and strategic planning. 

The past fiscal year was quite challenging in terms of fundraising efforts, underwriting and production 
efforts at the station. Realizing the challenges of 2011, PBS GUAMIKGTF committed to spending only 
what it brought in for the year. Revenue had to match expenses relative to committing station funds. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVElli'lMENT OF GUAM) 

Capital Assets 

Management's Discussion and Analysis 
Year Ended September 30, 2012 

With the Digital Television Transition and Public Safety Act of 2005 completed a couple of years ago, 
PBS GUAMIKGTF's capital assets marginally decreased by $2,315 due to the acquisition of related 
assets totaling $173,082, which was a part of the station's digital conversion less current year 
depreciation expense of $175,397. The actual composition and the activity within these accounts are 
presented in more detail in the notes to the financial statements. 

Growing the capacity of the station, today, PBS GUAM/KGTF has state-of the art digital broadcast 
switcher, monitor, and all required software applications to provide a crisper broadcast feed to viewers. 
Additionally, the satellite installed in 2011 allows PBS GUAMIKGTF to provide a delayed broadcast of 
programs by nine (9) hours. The station is duplicating the national program line-up so that individuals 
who re-locate from the U.S. to Guam can continue to appreciate PBS programs. This slight change to the 
station's programming is to capitalize on the projected increase of the island's population attributable to 
continued discussions of an increase in military presence on Guam and related businesses. 

Executing the final phase of automation for the MCO, the station now has traffic (Programming) and the 
Development Department with the ability to provide the master control operators with up-to-date 
programming/underwriting information for their daily line-up. Upgrades to the MCO section of PBS 
GUAM/KGTF was funded by the CPB and NTIA grants. The station's new equipment upgrades 
provides opportunities for broadcasting services for private and public sector entities, which include the 
emergency responder services. Discussions continue within the management team to explore these 
possibilities for the station. 

Economic Factors 

Like other rural PBS stations in the nation, PBS GUAMIKGTF continues to face challenges relative to 
funding. Fortunate for the station, we are not like more than 60 percent of public television and radio 
stations operating with budget deficits. As our finances remain stable, PBS GUAM/KGTF continues to 
seek grants available through CPB, a private nonprofit which acts as the steward of the federal 
investment in public broadcasting. In addition to CPB grants, PBS GUAi\1/KGTF will continue to seek 
other funding sources to help support and fund upgrades and enhancements to the station. 

\Vith optimism returning to the island relative to Guam/CNMI's military buildup, this provides 
underwriting opportunities and donations for the station. According the First Hawaiian Bank's economic 
analysis of the Territory, Guam's economy looks promising for 2013. Tourism officials expect 2013 to 
show better results at year end as efforts are made to grow visitor numbers out of China and Russia. The 
increase in visitors will provide the needed injection of businesses to reinvest their money on island. As 
most businesses have seen a decrease in sales over the past several years, one of the first business 
expenses that is either reduced or eliminated is a company's advertising budget. With a more positive 
outlook for 2013, selling underwriting or seeking sponsorship for PBS GUA1vf/KGTF should be quite 
better for FY2013 compared to FY2012. 

Local outreach efforts in FY 20 I 0 aimed to grow public support and new funding sources. The 
membership program is slowly increasing its patronage from individual, family and corporate 
supporters. New educational outreach and awareness campaigns aid in building patronage for public 
television. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Institutional Factors 

Management's Discussion and Analysis 
Year Ended September 30, 2012 

Today, viewers are afforded better viewing experience through digital transmission, and the station has 
opportunities for other broadcasting services to include emergency responder services and additional 
channels. This essentially will require further financial support for new technology and skill sets. 
Management continues its grant applications to further its capabilities resulting from the digital 
transmission. 

Another important factor to note is the efforts by management to improve operations. This included the 
hiring of a new Development Director to lead changes in underwriting, sponsorship and membership 
development. The Director is tasked to improve development efforts to help retain, gain and increase 
financial support from the community. In addition to the new Development Director, the station also 
hired a new Development Associate with years of experience at a local and international level. The 
dynamics of the Development Department allowed for the first time in over 42-years to have a sales kit 
to aggressively promote underwriting and production services of the station. 

The Grant I Educational Outreach Coordinator was tasked to oversee the progress and improvement of 
the digital and technological efforts. The Coordinator continues to manage the files of the station's 
federal grants and reporting requirements. Another initiative that the Coordinator will take on is 
building a mobile classroom that will allow PBS GUAM/KGTF to expose its educational programs to 
the community- building greater awareness and value in the community. 

Other personnel changes include the hiring of a new Chief TV Engineer set to start on January 11, 2013. 
This Chief TV Engineer has experience in public television/radio stations in the U.S. and has had 
experience in supporting grant applications for station grow1h. Additionally, the Chief TV Engineer will 
restore the station's ability to reinstall the microwave - increasing PBS GUAM/KGTF's ability to 
provide live remotes without using the OB (Outdoor Broadcasting) Van. 

Goals that continue into the following fiscal year include, ( 1) growing public television's audience and 
patronage through membership development, offering new local and national programs, and program 
enhancements such as Educational Initiative Programs; and (2) increasing public television's resources 
through new funding sources and additional grants. Efforts continue to further expand its outreach 
efforts to inform the public about the quality educational programs and resources offered by PBS 
GUAM, most of which are free. 

The station operations are being redesigned to ensure growth and sustainability during the new digital 
era, as well as to survive economic and administrative changes. Efforts continue to modernize and 
expand its facilities and equipment to meet the digital era, limited by available funds raised by the 
station. 

Advancing the station included necessary expenses in line with improvements in the production 
department and supporting the new membership program. Though, cost reduction and recycling 
measures continue and is enforced by management. Management continues to work on improving the 
accounting process, to include a new accounting strncture to improve accountability and the 
management of limited resources. 
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Summary 

GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Management's Discussion and Analysis 
Year Ended September 30, 2012 

Aligning with its mission and with its existing resources, PBS GUAM/KGTF continues to provide the 
people of Guam with programming and services of the highest quality, using media to educate, inspire, 
entertain, and express the diversity of perspectives. Through quality programming, PBS GUAM/KGTF 
strives to empower individuals to achieve their potential and strengthen the social, democratic, and 
cultural health of Guam and the nation. In order to accomplish this, plans are being developed to further 
attain public and individual support. Furthermore, with the anticipated digital transmission capabilities, 
PBS GUAM/KGTF will continue to bring free and accessible programming and services of the highest 
quality to everyone. 

Contacting PBS GUAM/KGTF's Financial Management 
This financial report is designed to provide our community and others a general overview of PBS 
GUAM/KGTF's finances and to demonstrate its accountability for the money it collects. If you have 
questions about this report or needs additional financial information, contact the General Manager at 
P. 0. Box 21449, GMF, Guam 96921 or via email at kgtfl2@teleguam.net. 
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GUAM EDUCATIONAl, TEl,ECOMl\fUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Governmental Funds Balance Sheet/Statement of Net Assets 
September 30, 2012 

ASSETS 

Cash and cash equivalents 
Time certificates of deposit 
Receivables, net of allowance for uncollectible 

accounts of $20,710 
Due from grantor 
Prepaid items 
Restricted assets: 

Cash and cash equivalents 
Capital assets, net of accumulated depreciation 

Total assets 

LIABILITIES 

Accounts payable 
Other liabilities and accruals 
Def erred revenue - unexpended grant funds 
Long-term liabilities: 

Due within one year 

Due after one year 

Total liabilities 

Commitments and contingencies 

FUND BALANCES/NET ASSETS 

Fund balances: 
Assigned - supporting services 

Total fund balances 

Total liabilities and fund balances 

Net assets: 
Invested in capital assets 

Unrestricted 

Total net assets 

See accompanying notes to financial statements. 

$ 

$ 

$ 

8 

General 

Fund 

214,672 s 
200,000 

53,768 
40,032 

2,099 

188,252 

39,283 
16,971 

162,335 

218,589 

$ 

Adjustments 

(Note 2) 

- $ 

2,428,906 

2,428,906 

(480,234) 

(480,234) 

2,428,906 

Statement of 

Net Assets 

214,672 
200,000 

53,768 
40,032 

2,099 

188,252 
2,428,906 

3,127,729 

39,283 

16,971 
162,335 

22,252 

299,282 

2,428,906 
399,541 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Statement of Governmental Fund Revenues, Expenditures and 
Changes in Fund Balance/Statement of Activities 

Year Ended September 30, 2012 

Revenues: 

Community service grant 
Government of Guam appropriation 
NTIA grant 
In-kind contributions 
Fundraising 
Contributions and other income 
Underwriting 
Interest 
Other 

Total revenues 

Expenditures/expenses: 
Program services: 

Station production 
Station upgrade 
Capital outlays 

Supporting services: 
Program broadcasting 
Contractual services 
Development and promotion 
Fundraising 
Supplies and materials 
Local appropriations: 

Personnel services 
Fringe benefits 
Contractual services 
Utilities 

In-kind expenditures/expenses 
UnaJlocatcd depreciation 

Total expenditures/ expenses 

Deficiency of revenues under expenditures 

Changes in net assets 

Fund balance/net assets: 

$ 

General 
Fund 

711,579 $ 
553,121 
140,032 
126,978 
85,753 
69,342 
64,067 
10,448 
5,350 

1,766,670 

126,074 
82,498 

177,034 

482,918 
105,635 
75,203 
29,519 
17,903 

333,730 
103,361 
25,490 
90,540 

126,978 

(10,213) 

Adjustments 
(Note 2) 

- $ 

(173,082) 

794 

3,109 

10,213 

(13,322) 

Statement of 
Activities 

711,579 
553,121 
140,032 
126,978 
85,753 
69,342 
64,067 
10,448 
5,350 

1,766,670 

126,074 
82,498 

3,952 

482,918 
105,635 
75,203 
29,519 
17,903 

334,524 
103,361 
25,490 
90,540 

126,978 
175,397 

(13,322) 

Beginning of the year 490,447 2,841,769 

End of the year $ $ 
====== 

See accompanying notes to financial statements. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(1) Organization 

Guam Educational Telecommunications Corporation (PBS GUAM), a component unit of the 
Government of Guam, currently operates Guam's Public Broadcasting Service (PBS) station (PBS 
GUAM Channel 12). PBS GUAM was established as a public corporation by Public Law 12-194 
as approved on January 2, 1975. The purpose of PBS GUAM is to present educational television 
to the people of Guam and to involve the people of Guam in its activities to the maximum extent 
possible. 

PBS GUAM's license with the Federal Communications Commission was renewed through 
February 1, 2015 with the condition that the station will only broadcast digital television. 

On October 6, 2011, the Governor of Guam issued Reorganization Advisory No. 6 whereby PBS 
GUAM was merged into the Department of Chamorro Affairs along with the Hagatna Restoration 
and Development Authority, Guam Council on the Arts and Humanities Agency, and Guam Public 
Library System. The accompanying financial statements relate solely to those accounting records 
maintained by PBS GUAi\1, and do not incorporate any accounts related to other departments or 
agencies within the Department of Chamorro Affairs. 

PBS GUAM is governed by a nine-member Board of Trustees, who shall be appointed by the 
Governor of Guam with the advice and consent of the Guam Legislature. Accordingly, PBS 
GUAM is a component unit of the Government of Guam. 

(2) Summary of Significant Accounting Policies 

The accompanying basic financial statements of PBS GUAM have been prepared in accordance 
with accounting principles generally accepted in the United States of America (GAAP). The 
Governmental Accounting Standards Board (GASB) is the recognized standard-setting body for 
establishing governmental accounting and financial reporting principles. 

Government-wide and Fund Financial Statements 

Government-wide Financial Statements: 

The Statement of Net Assets presents PBS GUAM's non-fiduciary assets and liabilities, with the 
difference reported as net assets. Net assets are reported in three categories: 

Invested in capital assets consist of capital assets, net of accumulated depreciation, plus 
construction or improvement of those assets. 

Restricted net assets result when constraints placed on net asset use are either externally 
imposed by creditors, grantors, contributors, and the like, or imposed by law through 
enabling legislation. 

Unrestricted net assets consist of net assets, which do not meet the definition of the two 
preceding categories. Unrestricted net assets often are designated, to indicate that 
management does not consider them to be available for general operations. They often have 
restrictions that are imposed by management, but can be removed or modified. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summarv of Significant Accounting Policies, Continued 

Government-wide and Fµnd Financial Statements, Continued 

Government-wide Financial Statements, Continued: 

The Statement of Activities presents a comparison between direct expenses and program revenues 
for each program or function of PBS GUAM's governmental activities. Direct expenses are those 
that are specifically associated with a service, program or department and therefore clearly 
identifiable to a particular function. 

Program revenues include charges paid by the recipient of the goods or services offered by the 
program, grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular program and interest earned on grants that is required to be used to 
support a particular program. Revenues which are not classified as program revenues are 
presented as general revenues, with certain limited exceptions. The comparison of direct expenses 
with program revenues identifies the extent to which each governmental program is self-financing 
or draws from the general revenues of PBS GUAM. 

Fund Financial Statements: 

PBS GUAM uses one governmental fund to report on its financial pos1t1on and results of 
operations. The operations of this fund are accounted for with a set of self-balancing accounts that 
comprise its assets, liabilities, fund equity, revenues and expenditures. 

Separate financial statements are provided for governmental funds. PBS GUAM presents a 
balance sheet and a statement of revenues, expenditures and changes in fund balances for its 
governmental fund. The ending fund balance on the balance sheet is then reconciled to the ending 
governmental net assets. 

Adjustments required to reconcile total governmental fund balance to net assets of governmental 
activities in the Statement of Net Assets are as follows: 

Total fund balance - governmental funds 

Add: 
Capital assets 
Accumulated depreciation 

Less: 
Compensated absences payable 
DCRS sick leave liability 

Total net assets - governmental activities 

11 

4,643,120 
(2214,214) 

(72,129) 
-~(8~· .~.64) 

$ 480,234 

2,428,906 

(80,693) 

$ 2J32SAA7 



GUAM EDUCATIONAi~ TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summarv of Significant Accounting Policies, Continued 

Government-wide and Fund Financial Statements, Continued 

Fund Financial Statements, Continued: 

Adjustments required to reconcile net change in total governmental fund balance to change in net 
assets of governmental activities in the Statement of Activities are as follows: 

Net change in fund balance - governmental funds 

Capital outlays are reported as expenditures in governmental 
funds. However, in the statement of activities, the cost of capital 
assets is allocated over their estimated useful lives as 
depreciation expense. For the current year, these amounts 
consist of: 

Capital outlays 
Depreciation expense 

$ 173,082 
(.175397) 

Some expenses reported in the statement of activities do not 
require the use of current financial resources and therefore are 
not reported as expenditures in the governmental funds. For the 
current year, these activities consist of: 

Increase in compensated absences 

Change in net assets - governmental activities 

Measurement Focus and Basis of Accounting 

$ (10,213) 

(2,315) 

(794) 

$ Lll)31) 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and 
expenses are recorded when a liability is incurred, regardless of the timing of cash flows. Grants 
and similar items are recognized as revenues as soon as all eligibility requirements imposed by the 
provider have been met. 

Governmental fund financial statements account for the general governmental activities of PBS 
GUAM and are reported using the cmrent financial resources measurement focus and the modified 
accrual basis of accounting. Revenues are recognized as they become susceptible to accrual; 
generally when they are both measurable and available. Revenues are considered to be available 
when they are collectible within the current period or soon enough thereafter to pay liabilities of 
the current period. For this purpose, PBS GUAM considers revenues to be available if they are 
collected within 60 days of the end of the current fiscal period. 

Amounts reported as program revenue include l) charges to customers or applicants for goods, 
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and 
contributions. Internally dedicated resources are reported as general revenues rather than as 
program revenues. General revenue is derived from investment income and other items that are 
not allocated to specific programs. 
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GUAl\i EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

Measurement Focus and Basis of Accounting. Continued 

Unrestricted contributions and grants are recorded as revenue in the statement of revenues, 
expenditures, and changes in fund balances when received (in the case of contributions) or when 
approved by the grantor agency (in the case of grants). 

Restricted grants received are initially recorded as deferred revenue until funds are expended. 
Revenues are then recognized equal to expenditures incurred during the period in the statement of 
governmental fund revenues, expenditures and changes in fund balances/net assets. 

An annual appropriated budget has not been formally adopted on a legal basis or a basis consistent 
·with GAAP. Accordingly, a budget to actual presentation is not required or presented. 

Cash and Cash Equivalents and Time Certificates of Deposit 

Custodial credit risk is the risk that in the event of a bank failure, PBS GUAM's deposits may not 
be returned to it. Such deposits are not covered by depository insurance and are either 
uncollateralized or collateralized with securities held by the pledging financial institution or held 
by the pledging financial institution but not in the depositor-government's name. PBS GUAM 
does not have a deposit policy for custodial credit risk. 

For purposes of the balance sheet/statement of net assets, cash and cash equivalents is defined as 
cash on hand, cash held in demand accounts, and short-term investments with a maturity date 
within three months of the date acquired by PBS GUAM. Deposits maintained in time certificates 
of deposit with original maturity dates greater than three months are separately classified on the 
statement of net assets/balance sheet. As of September 30, 2012, the carrying amount of cash and 
cash equivalents and time certificates of deposit was $602,924 and the corresponding bank balance 
was $609,055. Of the bank balance amount, $266,281 is maintained in a financial institution 
subject to Federal Deposit Insurance Corporation (FDIC) insurance and $342,774 is maintained in 
credit unions subject to National Credit Union Administration (NCUA) insurance. Noninterest­
bearing bank deposits in financial institutions subject to FDIC insurance coverage are temporarily 
fully insured until December 31, 2012. Interest-bearing bank accounts subject to FDIC insurance 
coverage and bank deposits subject to NCUA insurance coverage are insured for $250,000 each. 
As of September 30, 2012, all bank deposits are fully insured. 

Receivables 

Receivables are stated net of estimated allowances for uncollectible accounts and are primarily due 
from businesses and individuals residing on the island of Guam. The allowance for uncollectible 
accounts primarily represents estimated uncollectible amounts that are determined based upon past 
collection experience and aging of the accounts. 

13 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summary of Significal}t Accounting Policies, Continued 

Certain payments made to vendors or persons for services reflect costs applicable to future 
accounting periods and are recorded as prepaid items using the consumption method in both 
government-wide and fund financial statements. 

Restricted Assets 

Certain assets are classified as restricted assets because their use is completely restricted through 
grant agreements or enabling legislation. Specifically, cash and cash equivalents are restricted in 
that they are not available to be used in current operations. 

Capital Assets 

Capital assets, which includes all property, facilities and equipment pertammg to television 
production transferred from the Leaming Resource Center of the Government of Guam's 
Department of Education and the University of Guam as required under Public Law 12-194, are 
reported in the government-wide financial statements. Such assets, whether purchased or 
constructed, are recorded at historical cost or estimated historical cost. Donated capital assets are 
recorded at estimated fair market value at the date of donation. 

Title to the land on which the station facilities and equipment are located has not been perfected in 
the name of PBS GUAM and is still held in the name of GovGuam. Fair market rental value 
related to this property in the amount of $75,000 is included in in-kind revenues in the 
accompanying financial statements. 

Capital assets are capitalized when the cost of the individual items exceeds $1,000. The costs of 
normal maintenance and repairs that do not add to the value of asset or materially extend assets 
lives are not capitalized. Capital assets are depreciated using the straight-line method over their 
estimated useful lives with a full year's depreciation charged in the year of acquisition and 
disposal, regardless of date. When capital assets are disposed, the cost and applicable accumulated 
depreciation are removed from the respective accounts, and the resulting gain or loss is recorded in 
the statement of activities. 

Estimated useful lives for depreciable assets are as follows: 

Buildings and improvements 
Broadcasting equipment 
Studio, antenna, transmitter, and other equipment 
Furniture and fixtures 
Transportation equipment 

In-kind Contributions and Donated Volunteer Services 

5 - 15 years 
3 - 10 years 
3 - 5 years 
3 - 13 years 
3 - 20 years 

In-kind contributions and donated personal services of volunteers arc recorded as revenue and 
expense in the accompanying statement of revenues and expenditures. In-kind contributions are 
recorded at fair value. Donated personal services of volunteers are also recorded at fair value 
based upon prevailing rates in the region. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summary of SignificEJ,nt Accounting Policies, Continued 

Income Taxes 

PBS GUAM is exempt from Guam income taxes under Section 501(c) (3) of the Guam Territorial 
Income Tax Laws. 

Compen.$.ated Absences 

It is PBS GUAM's policy to perrnit employees to accumulate earned but unused vacation and sick 
pay benefits. There is no liability for unpaid accumulated sick leave since PBS GUAM does not 
have a policy to pay any amounts when employees separate from service with PBS GUAM. All 
vacation pay is accrued when incurred in the government-wide financial statements. A liability for 
these amounts is reported in governmental funds only if they have matured, for example, as a 
result of employee resignations and retirements. 

In accordance with Public Law 27-5 and Public Law 28-68, employee vacation rates are credited at 
either 104, 156 or 208 hours per year, depending upon their length of service. 

L One-half day (4 hours) for each full bi-weekly pay period in the case of employees with 
less than five (5) years of service 

2. Three-fourths day (6) hours for each full bi-weekly pay period in the case of employees 
with more than five (5) years of service but less than fifteen ( 15) years of service. 

3. One (1) day (8 hours) for each full bi-weekly pay period in the case of employees with 
more than fifteen ( 15) years of service. 

Public Law 27-106 further amended the maximum accumulation of such vacation credits from 480 
to 320 hours. Employees who have accumulated annual leave in excess of 320 hours as of 
February 28, 2003, may carry over their excess and shall use the excess amount of leave prior to 
retirement or termination from service. Any unused leave over the excess at termination or 
retirement shall be lost. 

Public Law 26-86 allows members of the Defined Contribution Retirement System to receive a 
lump sum payment of one-half of their accumulated sick leave upon retirement. PBS GUAM has 
accrued an estimated liability of $8,564 at September 30, 2012 for potential future sick leave 
payments as a result of this law. However, this amount is an estimate and actual payout may be 
materially different than estimated. 

Deferred Revenues 

In the govemmenH.vide financial statements, deferred revenue is recognized when cash, 
receivables or other assets are recorded prior to being earned. In the governmental fund financial 
statements, deterred revenue represents monies received or revenues accrued which have not been 
earned or do not meet the "available" criterion for revenue recognition under the modified accrual 
basis of accounting. The defened revenue in the governmental fund has primarily resulted from 
grant funds received in advance of eligible expenditures. 
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GUAM EDUCATIONAL TELECOM~IUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summary of Significant Accounting Policies, Continued 

Fund Balance 

Governmental fund balances are classified as follows: 

• Non-spendable - includes fund balance amounts that cannot be spent either because it is not 
in spendable form or because of legal or contractual constraints. 

• Restricted - includes fund balance amounts that are constrained for specific purposes which 
are externally imposed by providers, such as creditors or amounts constrained due to 
constitutional provisions or enabling legislation. 

• Committed - includes fund balance amounts that are constrained for specific purposes that 
are internally imposed by the government through formal action of the highest level of 
decision making authority and does not lapse at year-end. 

• Assigned - includes fund balance amounts that are intended to be used for specific purposes 
that are neither considered restricted or committed. 

• Unassigned includes negative fund balances in other governmental funds. 

Restricted/committed amounts are spent first when both restricted and unrestricted fund balance is 
available unless there are legal documents/contracts that prohibit doing this. In addition, 
committed, then assigned, and lastly unassigned amounts of unrestricted fund balance are 
expended in that order. 

A formal minimum fund balance policy has not been adopted. 

Estimates 

The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of financial statements and the reported amounts of 
revenues and expenditures/expenses during the reporting period. Actual results may differ from 
those estimates. 

New Accounting St3Ildards 

During the year ended September 30, 2012, PBS GUAM implemented the following 
pronouncements: 

• GASB Statement No. 57, OPEB Measurements by Agent Employers and Agent 1vlultiple­
Employer Plans, which amends Statement No. 43, Financial Reporting for Post employment 
Benefit Plans Other Than Pension Plans. and Statement No. 45, Accounting and Financial 
Reporting by Employers for Postemployment Benefits Other Than Pensions, and addresses 
issues related to the frequency and timing of measurements for actuarial valuations first used 
to report funded status information in OPEB plan financial statements. The implementation 
of this pronouncement did not have a material effect on the accompanying financial 
statements. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summarv of Significant Accounting Policies, Continued 

• GASB Statement No. 64, Derivative Instruments. Application of Hedge Accounting 
Termination Provisions (an amendment of GASB Statement No. 53), which will improve 
financial reporting by state and local governments by clarifying the circumstances in which 
hedge accounting continues to be applied when a swap counterparty, or a swap 
counterparty's credit support provider, is replaced. The implementation of this 
pronouncement did not have a material effect on the accompanying financial statements. 

In December 2010, GASB issued Statement No. 60, Accounting and Financial Reporting for 
Service Concession Arrangements, which addresses how to account for and report service 
concession arrangements (SCAs), a type of public-private or public-public partnership that state 
and local governments are increasingly entering into. The provisions of this statement are 
effective for periods beginning after December 15, 2011. Management does not believe that the 
implementation of this statement will have a material effect on the financial statements of PBS 
GUAM. 

In December 2010, GASB issued Statement No. 61, The Financial Reporting Entity: Omnibus, 
which is designed to improve financial reporting for governmental entities by amending the 
requirements of Statements No. 14, The Financial Reporting Entity, and No. 34, Basic Financial 
Staternents - and Management's Discussion and Analysis - for State and Local Governments, to 
better meet user needs and address reporting entity issues that have come to light since those 
Statements were issued in 1991 and 1999, respectively. The provisions of this statement are 
effective for periods beginning after June 15, 201 Management does not believe that the 
implementation of this statement will have a material effect on the financial statements of PBS 
GUAM. 

In December 2010, GASB issued Statement No. 62, Codification of Accounting and Financial 
Reporting Guidance Contained in Pre-November 30, 1989 FASB and A/CPA Pronouncements, 
which is intended to enhance the usefulness of its Codification by incorporating guidance that 
previously could only be found in certain Financial Accounting Standards Board (FASB) and 
Americm1 Institute of Certified Public Accountants (AICPA) pronouncements. The provisions of 
this statement are effective for periods beginning after December 15, 2011. Management does not 
believe that the implementation of this statement will have a material effect on the financial 
statements of PBS GUAM. 

In July 2011, GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of 
Resources. Deferred Inflows of Resources, and Net Position, which establishes guidance for 
reporting deferred outflows of resources, deferred inflows of resources, and net position in a 
statement of financial position. The provisions of this statement are effective for periods 
beginning after December 1 2011. Management has not yet determined the effect of 
implementation of this statement on the financial statements of PBS GUAM. 

ln April 201 GASB issued Statement No. 65, Items Previously Reported as ,;fssets and 
Liabilities, which clarifies the appropriate reporting of deferred outflows of resources and deferred 
inflows of resources to ensure consistency in financial reporting. 111e provisions of this statement 
are effective for periods beginning after December 15, 2012. Management has not yet determined 
the effect of implementation of this statement on the financial statements of PBS GUAM. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(2) Summary of Significant Accounting Policies, Continued 

New Accounting Standards, Continued 

In April 2012, GASB issued Statement No. 66, Technical Corrections - 2012, which enhances the 
usefulness of financial reports by resolving conflicting accounting and financial reporting guidance 
that could diminish the consistency of financial reporting. The provisions of this statement are 
effective for periods beginning after December 15, 2012. Management has not yet determined the 
effect of implementation of this statement on the financial statements of PBS GUAM. 

In June 2012, GASB issued Statement No. 67, Financial Reporting for Pension Plans, which 
revises existing guidance for the financial reports of most pension plans, and Statement No. 68, 
Accounting and Financial Reporting for Pensions, which revises and establishes new financial 
reporting requirements for most governments that provide their employees with pension benefits. 
The provisions in Statement 67 are effective for financial statements for periods beginning after 
June 15, 2013. The provisions in Statement 68 are effective for fiscal years beginning after June 
15, 2014. Management has not yet determined the effect of implementation of these statements on 
the financial statements of PBS GUAM. 

ill_ Capital Assets 

Capital asset activity for the year ended September 30, 2012, was as follows: 

October l, September 30, 
2011 Additions Deletions 2012 

Non-depreciable capital assets: 
Land improvements $_ll.OOO $ $ $ 18 000 

Depreciable capital assets: 
Buildings and improvements 346,608 346,608 
Broadcasting equipment 3,071,643 158,972 3,230,615 
Studio, antenna, transmitter, 
and other equipment 409,277 7,997 417,274 

Furniture and fixtures 199,692 6,113 205,805 
Transportation equipment 424,818 424.,818 

4,452,038 ] 73,082 4,625,120 
Less accumulated depreciation (2,038,817) (175,397) 

2,413.221 2,410.906 

$ $ $ $ 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

(4) Long-term Obligations 

Notes to Financial Statements 
September 30, 2012 

Other long-term liabilities will be liquidated in the future from governmental funds. During the 
year ended September 30, 2012, the following changes occurred in liabilities reported as part of 
PBS GUAM's long-term liabilities in the statement of net assets: 

Balance Balance 

October 1, September Due Within 

2011 Additions 30. 2012 One Year 

Compensated absences $ 71,335 $ $ $ 72,129 s 22,252 

DCRS sick leave liability 8564 8.564 

(5) Funding Sources 

Government of Guam (GovGuam) Appropriation 

PBS GUM1 receives an annual appropriation from the Guam Legislature to defray the cost of 
salaries and related benefits, contractual services and utilities. PBS GUAM submits an annual 
budget for these items. This appropriation is contingent upon PBS GUAM having matching funds 
at least equal to the appropriated amount. Any unexpended funds at the end of the fiscal year 
revert back to GovGuam's General Fund. For the year ended September 30, 2012, the total 
appropriation was $553,121. 

Community Service Grants 

The Corporation for Public Broadcasting (CPB) is a private nonprofit grant-making organization 
responsible for funding more than 1,000 television and radio stations. CPB distributes annual 
Community Service Grants (CSGs) to qualifying public telecommunications entities based on 
budget submissions. CSGs are used to augment the financial resources of public broadcasting 
stations and thereby to enhance the quality of programming and expand the scope of public 
broadcasting services. Each CSG may be expended over one or two fiscal years as described in 
the Communications Act, 47 United States Code Annotated Section 396(k)(7), (1983 Supplement). 
In any event, each grant must be expended within two years of the initial grant authorization. 

In accordance with the Communications Act, funds may be used at the discretion of recipients. 
Public broadcasters use these funds for purposes relating primarily to production and acquisition of 
programming. In addition, the grants may be used to sustain activities begun with CSGs awarded 
in prior years. 

PBS GUAM's CSG is reported in the accompanying financial statements under the General Fund. 
Certain guidelines must be satisfied in connection with application for and use of the grants to 
meet eligibility and compliance requirements. These guidelines pertain to the use of grant funds, 
recordkceping, audits, financial reporting, and licensee status with the FCC. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(5) Funding Sources, Continued 

(6) 

Community Service Grants, Continued 

The Community Service Grants received and expended during the year ended September 30, 2012 
were as follows: 

Grant 
Year 

2011 CSG 
2011 TV SAG 
2012 CSG 
2012 DDF 
2012 LSG 
2012 Interconnection 

Total 

Em12loyee Retirement Plans 

Grants 
Received 

$ 

612,739 
50,000 
65,105 
11.865 

$ 739.709 

Beginning 
Deferred 

$111,639 
72,566 

50,000 

Grants 
Ex12ended 

$ 111,639 
72,566 

450,404 
140,032 
65,105 
11,865 

$ Ki1._6Jl 

Ending 
Deferred 

Portion, Net 

$ 

162,335 
(40,032) 

Employees of PBS GUAM hired on or before September 30, 1995 are under the Government of 
Guam Employees' Retirement System (a defined benefit, contributory pension plan). Employees 
hired after September 30, 1995, are members of the Defined Contribution Retirement System 
(DCRS). Until December 31, 1999 and for several limited periods after December 31, 1999, those 
employees who were members of the Defined Benefit (DB) Plan with less than 20 years of service 
at September 30, 1995, had the option to switch to the DCRS. Otherwise, they remained under the 
old plan. 

Defined Benefit Plan 

Plan Description: 

PBS GUAM participates in the GovGuam Defined Benefit (DB) Plan, a cost-sharing multiple­
employer defined benefit pension plan administered by the GovGuam Retirement Fund (GGRF). 
The DB Plan provides retirement, disability, and survivor benefits to plan members who enrolled 
in the plan prior to October 1, 1995. Cost-of-living adjustments are provided to members and 
beneficiaries at the discretion of the Guam Legislature. Article 1 of 4 GCA 8, Section 8 l 05, 
requires that all employees of GovGuam, regardless of age or length of service, become members 
of the DB Plan prior to the operative date. Employees of a public corporation of GovGuam, which 
includes PBS GUAM, have the option of becoming members of the DB Plan prior to the operative 
date. All employees of GovGuam, including employees of GovGuam public corporations, whose 
employment commences on or after October 1, 1995, are required to participate in the Defined 
Contribution Retirement System (DCRS). Hence, the DB Plan became a closed group. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(6) Emplovee Retirement Plans, Continued 

Defined Benefit Plan, Continue_Q 

Plan Description, Continued: 

A single actuarial valuation is performed annually covering all plan members and the same 
contribution rate applies to each employer. GGRF issues a publicly available financial report that 
includes financial statements and required supplementary information for the DB Plan. That report 
may be obtained by writing to the Government of Guam Retirement Fund, 424 A Route 8, Maite, 
Guam 96910, or by visiting GGRF's website \vww.ggrf.com. 

Funding Policy: 

As a result of actuarial valuations performed as of September 30, 2010, 2009, and 2008, 
contribution rates required to fully fund the Retirement Fund liability, as required by Guam law, 
for the years ended September 30, 2012, 2011 and 2010, respectively, have been determined by the 
Guam Legislature as follows: 

Normal costs(% of DB Plan payroll) 
Employee contributions (DB Plan employees) 

Employer portion of normal costs(% of DB Plan payroll) 

Employer portion of normal costs (% of total payroll) 
Unfunded liability cost(% of total payroll) 

Government contribution as a % of total payroll 

Statutory contribution rates as a% of DB Plan payroll: 
Employer 

Employee 

17.07% 

3.03% 
23.75% 

2011 201.Q 

17.00% 18.34% 
9.50% 9.50% 

7.50% 8,8~% 

3.03% 3.73% 
21.75% 22.69% 

~4.7~% 

27.46% 46,Q4% 

9.50% ~9.5fl% 

PBS GUAM's contributions to the DB Plan for the years ending September 30, 2012, 2011 and 
2010 were $51,681, $75,350 and $64,488, respectively, which were equal to the required 
contributions for each year. 
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GUAlVI EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(6) Emplovee Retirement Plans, Continued 

Defined Contribution Retirement System (DCRS) 

Contributions into the DCRS plan by members are based on an automatic deduction of 5% of the 
member's regular base pay. The contribution is periodically deposited into an individual annuity 
account within the DCRS. Employees are afforded the opportunity to select from different annuity 
accounts available under the DCRS. 

Statutory employer contributions for the DCRS plan for the year ended September 30, 2012 are 
determined using the same rates as the DB Plan. Of the amount contributed by the employer, only 
5% of the member's regular pay is deposited into the DCRS. The remaining amount is contributed 
towards the unfunded liability of the defined benefit plan. 

Members of the DCRS plan, who have completed five years of government service, have a vested 
balance of 100% of both member and employer contributions plus any earnings thereon. 

Other Post Employment Benefits 

GovGuam, through its substantive commitment to provide other post-employment benefits 
(OPEB), maintains a cost-sharing multiple employer defined benefit plan to provide certain 
postretirement healthcare benefits to retirees who are members of the Gov Guam Retirement Fund. 
Under the Plan, known as the GovGuam Group Health Insurance Program, GovGuam provides 
medical, dental, and life insurance coverage. The retiree medical and dental plans are fully­
insured products provided through insurance companies. GovGuam shares in the cost of these 
plans, with GovGuam's contribution amount set each year at renewal. Current statutes prohibit 
active and retired employees from contributing different amounts for the same coverage. As such, 
GovGuam contributes substantially more to the cost of retiree healthcare than to active healthcare. 
For the life insurance plan, GovGuam provides retirees with $10,000 of life insurance coverage 
through an insurance company. Retirees do not share in the cost of this coverage. 

Because the Plan consists solely of GovGuam's firm commitment to provide OPEB through the 
payment of premiums to insurance companies on behalf of its eligible retirees, no stand-alone 
financial report is either available or generated. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Notes to Financial Statements 
September 30, 2012 

(7) Lease ~ommitments 

(8) 

On January I, 2007, PBS GUAM entered into a twenty-one year lease agreement with the 
Chamorro Land Trust Commission for property located in Barrigada for the purposes of 
constructing and operating an antennae site with transmitter building facilities. The tem1s of the 
lease require a lease payment of $850 per month. 

Total future minimum rentals for subsequent years ending September 30, are as follows: 

Year Ending 
September 30, 

2013 $ 10,200 
2014 I 0,200 
2015 10,200 
2016 10,200 
2017 10,200 

2018 - 2022 51,000 
2023 - 2027 51,000 

2028 10,200 

$ 

Risk Management 

PBS GUAM is exposed to various risks of loss related to torts; theft of, damage to, and destruction 
of assets; errors and omissions; injuries to employees; and natural disasters. PBS GUAM has 
elected to purchase commercial insurance coverage from independent third parties for the risks of 
loss to which it is exposed. Settled claims from these risks have not exceeded commercial 
insurance coverage for the past three years. 



GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Governmental Funds Balance Sheet/Schedule of Net Assets 
September 30, 2012 

(\Vith comparative totals as of September 30, 2011) 

General Fund Schedule of Net Assets 

2012 2011 2012 2011 

ASSETS 

Cash and cash equivalents $ 214,672 $ 260,006 $ 214,672 $ 260,006 
Time certificates of deposit 200,000 201,000 200,000 201,000 
Receivables, net 53,768 38,840 53,768 38,840 
Due from grantor 40,032 40,032 
Prepaid items 2,099 2,099 
Restricted assets: 

Cash and cash equivalents 188,252 191,415 188,252 191,415 
Time certificate of deposit 100,000 100,000 

Capital assets, net of accumulated depreciation 2,428,906 1 1 

Total assets $ 698,823 $ 791 

LIABILITIES 

Accounts payable $ 39,283 $ 58,040 $ 39,283 58,040 
Other liabilities and accruals 16,971 8,569 16,971 8,569 
Deferred revenue - unexpended grant funds 162,335 234,205 162,335 234,205 
Long-term liabilities: 

Due within one year 22,252 24,162 
Due after one year __ 58,441 55,737 

Total liabilities 218,589 14 299,282 380,713 

FUND e.ALANCES/NET ~~SETS 

Fund balances: 
Assigned - supporting services 490,447 

Total fund balances 480,234 490,447 

Total liabilities and fund balances $ 698,823 

Net assets: 
Invested in capital assets 2,428,906 2,431,221 

Umestricted 

Total net assets $ 

See Accompanying Independent Auditors' Report. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERNMENT OF GUAM) 

Schedule of Governmental Fund Revenues, Expenditures and 
Changes in Fund Balance/Schedule of Activities 

Year Ended September 30, 2012 
(With comparative totals for the year ended September 30, 2011) 

General Fund Schedule of Activities 

2012 2011 2012 2011 

Revenues: 

Community service grant $ 711,579 $ 750,588 $ 711,579 $ 750,588 
Government of Guam appropriation 553,121 621,057 553,121 621,057 
NTIA grant 140,032 140,735 140,032 140,735 
In-kind contributions 126,978 123,410 126,978 123,410 
Fundraising 85,753 174,937 85,753 174,937 
Contributions and other income 69,342 55,855 69,342 55,855 
Underwriting 64,067 77,542 64,067 77,542 
Interest 10,448 5,476 10,448 5,476 
Other 5,350 2,374 5,350 2,374 

Total revenues 1,766,670 1,951,974 1,766,670 1,951,974 

Expenditures/expenses: 
Program services: 

Station production 126,074 133,245 126,074 133,245 
Station upgrade 82,498 59,631 82,498 59,631 
Capital outlays 177,034 188,538 3,952 6,869 

Supporting services: 
Program broadcasting 482,918 533,628 482,918 533,628 
Contractual services 105,635 116,609 105,635 116,609 
Development and promotion 75,203 91,603 75,203 91,603 
Fundraising 29,519 80,238 29,519 80,238 
Supplies and materials 17,903 9,469 17,903 9,469 
Local appropriations: 

Personnel services 333,730 373,978 334,524 373,184 
Fringe benefits 103,361 105,052 103,361 100,643 
Contractual services 25,490 51,029 25,490 51,029 
Utilities 90,540 90,998 90,540 90,998 

In-kind expenditures/expenses 126,978 123,410 126,978 123,410 
Unallocated depreciation I 170,852 

Total expenditures/ expenses 1,776,883 1,957,428 I,779,992 1,941 ,408 

Deficiency of revenues under expenditures (10,213) (5,454) 

Changes in net assets (13,322) 10,566 

Fund balance/net assets: 
Beginning of the year 490,447 495,901 2,841,769 2,831,203 

End of the year 

See Accompanying Independent Auditors' Report. 
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GUAM EDUCATIONAL TELECOMMUNICATIONS CORPORATION 
(A COMPONENT UNIT OF THE GOVERl'lMENT OF GUAM) 

Supplemental Schedule of Employees and Salaries 
Year Ended September 30, 2012 

(\Vith comparative totals for the year ended September 30, 2011) 

2012 2011 

Annual Number of Annual Number of 
Pavroll Em_eloyees Payroll Errl:J~loyees 

Expenditures: 
Community Service Grant: 

Program services: 
Station production $ 116,932 3 $ 122,417 5 
Station upgrade 75,737 2 54,185 2 

Supporting services: 
Program broadcasting 149,936 9 158,833 7 
Development and promotion 102 4 85,468 4 

$ 406,707 18 $ 420,903 18 

Government of Guam: 
Local appropriations $ 9 $ 373,978 10 

==== 

See Accompanying Independent Auditors' Report. 
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Deloitte 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER :MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERF'ORMED IN ACCORDANCE WITH GOVERNMENT 
AUDITING STANDARDS 

Board of Trustees 
Guam Educational Telecommunications Corporation: 

We have audited the financial statements of the governmental activities and the General Fund of the 
Guam Educational Telecommunications Corporation (PBS Guam) as of and for the year ended 
September 30, 2012, which collectively comprise PBS Guam's basic financial statements and have 
issued our report thereon dated February 13, 2013. We conducted our audit in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. 

Internal Control Over Financial Reporting 

Management of PBS Guam is responsible for establishing and maintaining effective internal control 
over financial reporting. In planning and performing our audit, we considered PBS Guam's internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinions on the respective financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of PBS Guam's internal control over financial reporting. Accordingly, we 
do not express an opinion on the effectiveness of PBS Guam's internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control 
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We 
did not identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses, as defined above. 
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Compliance and Other Matters 

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

We noted certain matters that we reported to management of PBS Guam in a separate letter dated 
February I 2013. 

This report is intended solely for the information and use of management of the Guam Educational 
Telecommunications Corporation, the Board of Trustees, the Office of Public Accountability of Guam, 
federal awarding agencies, pass-through entities, the cognizant audit and other federal agencies and is 
not intended to be and should not be used by anyone other than these specified parties. However, this 
report is also a matter of public record. 

February 13, 2013 
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Guam Educational Telecommunications Corporation 
(PBS GUAM) 

FY 2012 Financial Highlights 

February 19, 2013 

The Guam Educational Telecommunications Corporation (dba PBS Guam) ended Fiscal Year 
(FY) 2012 with a decrease in net assets of $13,322 compared to an increase of $10,566 in FY 
2011. PBS Guam received an unqualified (clean) opinion from independent auditors, Deloitte & 
Touche, LLP. A separate management letter was issued, which contained five comments related 
to PBS Guam's internal control over financial reporting and its Board of Trustee's lack of 
quorum. Auditors proposed eight adjustments which had a cumulative effect of decreasing net 
assets by $61,193. Although PBS Guam is not a recipient of federal grants, it is to be 
commended for its equivalence to a "low-risk auditee" as the auditors have not identified any 
material weaknesses and significant deficiencies for the past five years. 

Decrease in Revenues 
PBS Guam's main sources of income derive from grants, government appropriations, and efforts 
in raising funds that would support upgrades and enhancements to the station. Altogether, grants 
were 48% or $852 thousand (K) of PBS Guam's revenues and government appropriations made 
up 31 % or $553K. In FY 2012, revenues decreased by $185K from $1.95 million (M) in FY 
2011 to $1.77M. This decrease in revenues included fundraising efforts that declined by 51%, or 
$89K from $175K in FY 2011 to $86K in FY 2012, consistent with a 63%, or $51K decrease in 
expenses due to a one-time fundraising event held in 2011. Government appropriations declined 
by 11 % or $68K, from $621K in FY 2011 to $553K in FY 2012. Other revenue sources that 
decreased included community service grants, decreasing by 5% or $39K, and underwriting, 
decreasing by 17% or $13K. Revenue sources that increased were contributions and other 
income, up by 24% or $13K; interest, up by 91% or $5K; in-kind contributions, up by 3% or 
$3.6K; and others, up by 125% or $3K. 

Decrease in Expenses 
PBS responded to the drop in revenue with a more stringent effort to decrease expenses. 
Expenses decreased by 8% or $161K from $1.94M in FY 2011 to $1.78M in FY 2012. Expenses 
for fundraising, program broadcasting, personnel services, contractual services, and development 
and promotion contributed to the overall decrease. Fundraising decreased by 63% or $51K, from 
$80K in FY 2011 to $30K in FY 2012. Program broadcasting decreased, by 10% or $51K, from 
$534K in FY 2011 to $483K in FY 2012. Personnel services decreased, by 10% or $39K, from 
$373K in FY 2011 to $335K in FY 2012. Contractual services decreased by 22% or $37K from 
$168K in FY 2011 to $131K in FY 2012 and development and promotion expenses decreased by 
18% or $16K from $92K in FY 2011 to $75K in FY 2012. 

Page 1of2 



Deloitte 

February 13, 2013 

Ms. Cathyann Gogue 
General Manager 
Guam Educational Telecommunications Corporation 
P.O. Box 21449 
Hagatna, GU 96921 

Dear Ms. Gogue: 

In planning and performing our audit of the financial statements of the Guam Educational 
Telecommunications Corporation (PBS Guam), as of and for the year ended September 30, 2012 (on 
which we have issued our report dated February 13, 2013), in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States, 
we considered PBS Guam's internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of PBS Guan1's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of PBS Guam's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in 
the preceding paragraph and was not designed to identify all deficiencies in internal control over 
financial reporting. However, in connection with our audit, we identified, and included in the attached 
Appendix I, deficiencies related to PBS Guan1's internal control over financial reporting and other 
matters as of September 3 0, 2012 that we wish to bring to your attention. 

We have also issued a separate report to the Board of Directors, also dated February 13, 2013, on our 
consideration of PBS Guan1's internal control over financial reporting and on our tests of its compliance 
with certain provisions oflaws, regulations, contracts, and grant agreements and other matters. 

The definition of a deficiency is also set forth in the attached Appendix I. 

A description of the responsibility of management for establishing and maintaining internal control over 
financial reporting and of the objectives of and inherent limitations of internal control over financial 
reporting, is set forth in the attached Appendix II and should be read in conjunction with this report 

This report is intended solely for the information and use of the Office of the Public Accountability -
Guam, management, and others within the organization, and is not intended to be and should not be used 
by anyone other than these specified parties. 

We will be pleased to discuss the attached comments with you and, if desired, to assist you m 
implementing any of the suggestions. 

We wish to thank the staff and management of PBS Guam for their cooperation and assistance during 
the course of this engagement. 

Very trnly yours, 

~~\l~L(~ 



APPENDIX I 

SECTION I - CONTROL DEFICIENCIES 

We identified, and have included below, deficiencies involving PBS Guam's internal control over 
financial reporting as of September 30, 2012 that we wish to bring to your attention: 

11.L Procurement Procedures 

For purchases greater than $1,000, PBS Guam's procurement procedures require three price quotations. 
Of eighteen non-payroll expenditures tested totaling $111,977, the follov,ring lacked three price quotes 
and indicated an absence of documentation supporting the basis of vendor selection: 

Date 

10/19/11 
11/10/11 
07/26/12 

WH# 12263 
Inv# 1111 
Inv# 12-1130 

Description 

Gift Certificates 
Monthly ground maintenance 
Monthly accounting services 

Amount 

$ 6,629 
$ 645 
$ 975 

\Ve recommend that management strengthen controls over the procurement process. Documentation of 
the efforts made to contact other available vendors should be evident. 

(2) Prior Year Audit Adjustments 

Ending fund balance of $490,447 from prior year did not agree to the current year opening fund balance 
of $482,595, resulting in a variance of $7,852. This variance wa5 the result of proposed audit 
adjustments from prior year not recorded by PBS Guam resulting in an overstatement of accounts 
payable of $33,499, an overstatement of accrued wages payable of $31,577, an overstatement of payroll 
liabilities of $2,563, and an understatement of deferred revenue of $61,138. Furthermore, proposed 
audit adjustments from prior year for fixed asset additions of $27,219 were not recorded. Audit 
adjustments were proposed in the current year to rectify this condition. We recommend that the general 
ledger be timely updated for proposed audit adjustments. 

(3) RevenueRecognition 

PBS Guam's accounting policy for revenue recognition relating to restricted grants requires that revenue 
be recognized when expenditures are incurred. During the year ended September 30, 2012, PBS Guam 
incurred expenditures under the Digital Distribution Fund (DDF) grant and the Community Service 
Grant (CSG) of $140,032 and $711,579, respectively. Although total recorded revenues amounted to 
$851,611, audit adjustments were proposed to recognize a receivable due from grantor for the DDF grant 
of $40,032 and a correction of deferred revenue of $96,896. We recommend that management require 
that grant revenues be recognized in accordance with established accounting policy and that related 
receivables/deferred revenue accounts be coITectly recorded. 

(4) Pavroll 

Of thirty-one payroll expenditures tested totaling $35,197, eleven items (check 6967, 7034, 7115, 
7206, 7209, 7225, 7233, 7325, 7387, 7416 and 7425), indicated that the supporting timesheets were not 
signed by employees and/or the employee's supervisor. We recommend that management strengthen 
controls over timcsheet approval. 



APPENDIX I, CONTINUED 

SECTION II OTHER MATTERS 

Our observations concerning other matters related to operations and best practices involving internal 
control over fimmcial reporting that we wish to bring to your attention are as follows: 

(1) Board of Trustees 

Article IV of the GETC bylaws indicate that the Board of Trustees are to meet in a regular session at 
least once a month at a time and place designated by the chaim1an. No board meetings were held during 
the year ended September 30, 2012 due to the lack of a quorum because of expired board member tem1s. 
We recommend that management petition the Governor of Guam to appoint the seven board members 
and obtain the advice and consent of the Legislature on these appointments. 

SECTION III DEFINITIONS 

The definition of a deficiency that is established in AU 325, Communicating Internal Control Related 
lvfatters Identified in an Audit, is as follows: 

A deficiency exists when the design or operation of a control does not allow management or employees, 
in the nonnal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the 
control objective is missing or (b) an existing control is not properly designed so that, even if the control 
operates as designed, the control objective would not be met. A deficiency in operation exists when (a) a 
properly designed control does not operate as designed, or (b) the person performing the control does not 
possess the necessary authority or competence to perform the control effectively. 



APPENDIX II 

MANAGEMENT'S RESPONSIBILITY FOR, AND THE OBJECTIVES AND LIMITATIONS 
ffF, INTERNAL CONTROL OVER FINANCIAL REPORTING 

The following comments concerning management's responsibility for internal control over financial 
reporting and the objectives and inherent limitations of internal control over financial reporting are 
adapted from auditing standards generally accepted in the United States of America. 

Management's Responsibility 

PBS Guam's management is responsible for the overall accuracy of the financial statements and their 
confonnity with generally accepted accounting principles. In this regard, management is also 
responsible for establishing and maintaining effective internal control over financial reporting. 

Objectives of Internal Control over .Financial Reporting 

Internal control over financial reporting is a process affected by those charged with governance, 
management, and other personnel and designed to provide reasonable assurance about the achievement 
of the entity's objectives with regard to reliability of financial reporting, effoctiveness and efficiency of 
operations, and compliance with applicable laws and regulations. Internal control over the safeguarding 
of assets against unauthorized acquisition, use, or disposition may include controls related to financial 
reporting and operations objectives. Generally, controls that are relevant to an audit of financial 
statements are those that pertain to the entity's objective of reliable financial reporting (i.e., the 
preparation of reliable financial statements that are fairly presented in conformity with generally 
accepted accounting principles). 

Inherent Limitations of Internal Control over Financial Reporting 

Because of the inherent limitations of internal control over financial reporting, including the possibility 
of collusion or improper management override of controls, material misstatements due to error or fraud 
may not be prevented or detected on a timely basis. Also, projections of any evaluation of the 
effectiveness of the internal control over financial reporting to future periods are subject to the risk that 
the controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 



Deloitte 

February 1 2013 

The Board of Trustees 
Guam Educational Telecommunications Corporation 

Dear Members of the Board of Trustees: 

We have perfom1ed an audit of the financial statements of the Guam Educational Telecommunications 
Corporation (PBS Guam) as of and for the year ended September 30, 2012, in accordance with auditing 
standards generaily accepted in the United States of America ("generally accepted auditing standards") 
and have issued our report thereon dated February 13, 2013. 

We have prepared the following comments to you in fulfilling your obligation lo oversee the 
financial reporting and disclosure process for which management of PBS Guam is responsible. 

OUR RESPONSIBILITY CNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERl~MENT AUDITI~G STANDARDS 

Our responsibility under generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States, has been described in our engagement letter dated October 3, 2012. As described in that letter, 
the objective of a financial statement audit conducted in accordance with the aforementioned standards 
IS: 

• To express an opinion on the fairness of PBS Guam's basic financial statements and to disclaim 
an opinion on the required supplementary information for the year ended September 30, 2012 in 
conformity with accounting principles generally accepted in the United States of America 
("generally accepted accounting principles"), in all material respects; 

• To express an opinion on whether the supplementary information that accompanies the basic 
financial statements is presented fairly, in all material respects, in relation to the basic financial 
statements taken as a whole; and 

• To report on PBS Guam's internal control over financial reporting and on its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters for the 

ended September 30, 2012 based on an audit of financial statements performed in 
accordance with the standards applicable to financial audits contained in Government Auditing 
5'tandards· and 

Our responsibilities under generally accepted auditing stnndards include f()rming and expressing an 
opinion about whether the financial statements that have been prepared management with the 
oversight of management and the Board of Trustees are presented fairly, in all material respects, in 
confiJrmity with generally accepted accounting principles. The audit of the financial statements does not 
relieve management or the Board of Trustees of their responsibilities. 



We considered PBS Guam's internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of PBS Guam's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of PBS Guam's internal control over financial reporting. Our 
consideration of internal control over financial reporting would not necessarily identify all deficiencies 
in internal control over financial reporting that might be significant deficiencies or material weaknesses. 

ACCOUNTING ESTIMATES 

Accounting estimates are an integral part of the financial statements prepared with the oversight of 
management and are based on management's current judgments. Those judgments are ordinarily based 
on knowledge and experience about past and current events and on asslUTiptions about future events. 
During the year ended September 30, 2012, we are not aware of any significant changes in accounting 
estimates or in management's judgments relating to such estimates. 

AUDIT ADJUSTMENTS AND UNCORRECTED MISSTATEMENTS 

As the result of our audit work, we identified matters that resulted in audit adjustments that we believe, 
either individually or in the aggregate, would have a significant effect on PBS Guam's financial 
reporting process. Such proposed adjustments, listed in Attachment I, have been recorded in the 
accounting records and are reflected in the 2012 financial statements. Those proposed adjustments that 
were not recorded by management are also included in the schedule described in the next paragraph. 

In addition, we have attached to this letter, as Appendix A within Attachn1ent II, a summary of 
uncorrected misstatements aggregated by us during the current engagement and pertaining to the latest 
period presented that were determined by management to be immaterial, both individually and in the 
aggregate, to the financial statements taken as a whole. 

SIGNIFICANT ACCOUNTING POLICIES 

PBS Guam's significant accounting policies are set forth in Note 2 to PBS Guam's 2012 financial 
statements. During the year ended September 30, 2012, there were no significant changes in previously 
adopted accounting policies or their application, except for the following pronouncements adopted by 
PBS Guam: 

• GASB Statement No. 57, OPEB 1\!leasurements by Agent Employers and Agent Multiple-Employer 
Plans, which amends Statement No. 43, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans, and Statement No. Accounting and Financial Reporting by 
Employers for Postemployment Benefits Other Than Pensions, and addresses issues related to the 
frequency and timing of measurements for actuarial valuations first used to report fonded status 
information in OPEB plan financial statements. 

• GASB Statement No. 64, Derivative Instruments: Application of Hedge Accounting Termination 
Provisions (an amendment of GASB Statement No. 53), which will improve financial reporting by 
state and local governments by clarifying the circumstances in which hedge accounting continues 
to be applied when a swap counterparty, or a swap counterparty's credit support provider, is 
replaced. 

The implementation of these pronouncements did not have a material effect on the financial statements 
of PBS Guam. 

In December 2010, GASB issued Statement No. 60, Accounting and Financial Reporting for Service 
Concession Arrange1nents, which how to account for and report service concession 
an-angements (SCAs), a type of public-private or public-public partnership that state ;;md local 
governments are increasingly entering into. The provisions of this statement are effective for periods 
beginning after December 15, 201 I. Management does not believe that the implementation of this 
statement wi!J have a material effect on the financial statements of PBS Guam. 



In December 2010, GASB issued Statement No. 61, The Financial Reporting Entity: Omnibus, which is 
designed to improve financial reporting for governmental entities by amending the requirements of 
Statements No. 14, The Financial Reporting Entity, and No. 34, Basic Financial Statements - and 
,Vanagement 's Discussion and Analysis - for State and Local Governments, to better meet user needs 
and address reporting entity issues that have come to light since those Statements were issued in 1991 
and 1999, respectively. The provisions of this statement are effective for periods beginning after June 15, 
201 Management does not believe that the implementation of this statement will have a material effect 
on the financial statements of PBS Guam. 

In December 2010, GASB issued Statement No. 62, Codification of Accounting and Financial 
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which is 
intended to enhance the usefulness of its Codification by incorporating guidance that previously could 
only found in certain Financial Accounting Standards Board (F ASB) and American Institute of 
Certified Public Accountants (AICPA) pronouncements. The provisions of this statement are effective 
for periods beginning after December 15, 2011. Management does not believe that the implementation 
of this statement will have a material effect on the financial statements of PBS Guam. 

In July 2011, GASB issued Statement No. 63, Financial Reporting of Deferred Out.flows of Resources, 
Deferred lf!flows of Resources, and Net Position, which establishes guidance for reporting deferred 
outflows of resources, deferred inflows of resources, and net position in a statement of financial position. 
The provisions of this statement are effective for periods beginning after December 15, 2011. 
Management has not yet determined the effect of implementation of this statement on the financial 
statements of PBS Guam. 

In April 2012, GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities, 
which clarifies the appropriate reporting of deferred outflows of resources and deferred inflows of 
resources to ensure consistency in financial reporting. The provisions of this statement are effective for 
periods beginning after December 15, 2012. Management has not yet determined the effect of 
implementation of this statement on the financial statements of PBS Guam. 

In April 2012, GASB issued Statement No. 66, Technical Corrections - 2012, which enhances the 
usefulness of financial reports by resolving conflicting accounting and financial reporting guidance that 
could diminish the consistency of financial reporting. The provisions of this statement are effective for 
periods beginning after December 15, 2012. Management has not yet detem1ined the effect of 
implementation of this statement on the financial statements of PBS Guam. 

OTHER INFORMATION IN THE ANNUAL REPORTS OF PBS GUAM 

When audited financial statements are included in documents containing other information, such as 
Annual Reports, we will read such other information and consider whether it, or the manner of its 
presentation, is materially inconsistent with the information, or the manner of its presentation, in the 
financial statements audited by us. In the event that PBS Guam issues an Annual Report or other 
documentation that includes the audited financial statements, we will be required to read the other 
information in PBS Guam's 2012 Annual Report and will inquire as to the methods of measurement and 
presentation of such information. If we note a material inconsistency or if we obtain any knowledge of a 
material misstatement of fact in the other information, we will discuss this matter with management and, 
if appropriate, with the Board of Trustees. 

DISAGREEMENTS WITH MANAGEMENT 

We have not had any disagreements with management related to matters that are material to PBS 
Guam's 12 financial statements. 

CONSULTATION \VJTH OTHER ACCOUNTANTS 

We are not mvare of any consultations that management may have had with other accountants about 
auditing and accounting matters during 201 



MANAGEMENT'S REPRESENTATIONS 

We have made specific inquiries of PBS Guam's management about the representations embodied in the 
financial statements. Additionally, we have requested that management provide to us the written 
representations PBS Guam is required to provide to its independent auditors under generally accepted 
auditing standards. We have attached to this letter, as Attachment II, a copy of the representation letter 
we obtained from management. 

MAJOR ISSUES DISCUSSED 'WITH MANAGEMENT PRIOR TO OUR INITIAL 
ENGAGEMENT OR RETENTION 

We did not have discussions regarding the application of accounting principles or auditing standards 
with management in connection with transactions that have occurred, transactions that are contemplated, 
or reassessment of current circumstances prior to our retention as auditors. 

SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 

In our judgment, we received the full cooperation of PBS Guam's management and staff and had 
unrestricted access to PBS Guam's senior management in the performance of our audit. 

CONTROL-RELATED MATTERS 

We have issued a separate report to you, dated February 13, 201 on PBS Guam's internal control over 
financial reporting and on its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters, which was based upon the audit performed in accordance with 
Government Auditing Standards. 

We have also noted certain matters that we reported to management of PBS Guam in a separate letter 
dated February 13, 2013. 

* * * * * * * * 
This report is intended solely for the information and use of the Board of Trustees, management, the 
Office of the Public Accountability of Guam and others within the organization and is not intended to be 
and should not be used by anyone other than these specified parties. 

We wish to thank the staff and management of PBS Guam for their cooperation and assistance during 
the course of this engagement. 

Very truly yours, 

~.\l~Ll~ 
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Items a;r.e:C(?p.~er~. ma!~l~, r · ::;_s .. of"s~. 'ther.invo.lye', an.o.fulljpr rrilS$fate,tne1Jt; of 
aecountmg infunnat1011 that~ m .. ·. f sunp · .. irmrcwnstanq~1 makes lt.probab,le that the 
j:udgmept of°'a:roosomilile person relying. on tM infrittnatiOn.Wol.lld b.e cban1$eEl. or ~fluertced b:)r 
tneonnssfil11or rrfiSStatement 

We c.onfum, to the best of our knowledge and belie:( the following tepresentations made to 
you during your audit. 

Pbgne: (671)134-KGTF C5483l *Fax; f671)']34:3476 * PJ>. Box 21449 GMf. Cre:am 9fi92I 
Email: kgt02{il:td~gwmuiel Wewire: h.ttp//www.pbsguam.IZ.lrg 



PB GU 
TACHMENT II, CONTINUED 

Quam . .Edl.l~tional T~1~01nmunicatiNJn Gorporation 

I. The b(lSi~ fitlancfal statel1lents refen-ed to ab()ve are fairly presented in confornrity with 
GA.AP. lnaddition: 

a. 

b. 

c. 

The<financial statemerttszindu~e,. where 
joint v.entures with an · 
'.otlie(j()mt . 

/Uvav.~ .... an component units ~S welt as? 
disdose, where appl:lcabfo, all 

~ ~fia.ij~~~~ st~ef:ri®f~.ptp~dy ~141~!1"'/: ~ll .fu,p~ and ~ctiviti¢8'" ~Jµoirig sp~¢ir,tl 
an~l l!~tfnQrdiu:ary it'etTI.S~ ·. · 

4Jf relate<.! debt~ ~estri<zte(t; and. 
des:iJblrat111ns are: properly/ ela5sifted andi. 

d .. E ·.·'e.r···"fied ".'ratro~ tedto runctfons· ·a}'.to ....... ·fi .~. '. ... ~.o. •. .~ ...... d •• •• • .:z1ni. R .. gr.a..us. 

r. Inter 
apptcf· 

il.~tc:>:~~{.Ql)S, ®ve be~ll!madeqn a tAA$onllb1~:1'a~ds, 

St~mt;tlt Qt ·.aetiVifjes Witlnin•pt.¢>gtlltn 
term ot permanent ertido,vments, . or 

itU~ ;tiltt'a~g(j:Vefrirn~nt ~eti\dty and bal(lric~ ~ve been 
@fld t~!f:ep, 

g. D~sit!i are,p:mp:etl)H~l~S$itl® m tb~ ~tego.ryuf custodlat crectfi:·risk. 

11. ' .··~· a~et~ .mlJ1udi1m;.fntt~ctute"asset$'~>areproperly: capitalized,. reported, 
plimbleta~~tat'i~K · · · ·· · 

I. Md pr~ental w:itijin ·Pt'~~~1>e9. 

J. Applicabl~ laws and regulations .. ar~ followed in adopting, approving. and amending 
budgets. 

k. awards expenditure&· have been charged·· in illllcordance with applicable co.st 

2. The Corporation has provided to ~ou till .relevant information and access as agree(} it}. the 
terms. oftbe audit engagement lett~. 

3. The .Corporation bas provld~.yo1J; 

a; f'i!lancialrecordsandrelated dt!ta for an financial trans~ctfons of the Corporation and 
for all .mnci~ oominist5!redh <r;orpor~tJQb~ The n~cordsJ books, and ac®tlllfS, aS 
provided fo ybu, rec0itl the. . ·a1 aoo'fiseaJ operatiOns of all funds administered 
by t}le (:orpoJ;~tion and pf'9:vide f~ .at;dit traiho be uS,ed in a review of¥countabilify. 
Infonnation presented in financial repPrtcS is supp0rted by the books and reoords .from 
which the financial statements have been prepared. 

b. Contracts and grant agreements (including amendments, if any) and any other 
corresp0ndence that ha'> taken place with federal agencies. 



·a,.~·.·.· TACHMENT II, CONTINUED 

PBSGUAIVI 
4; Ther~ ba$··be~n no~ 

·a. Actibn t~~by .. ~ntliontntanagement ib~ .. cont.ravenes,tbe proYisiqn~.~f :ted~ 
.b;Ws anttGtu:m:t laws and regulatfoII~; ot of· contracts and gtlifil!r applic~l>fe t0:· tfie 
~~~ .. · .. 

1 we: m .. 0 ~·. ~owlt:Xf"6 -Of'riic. fraud or s•T~e:a mma affi llif rec,~·· ··moon ·' • •.-~ '•C ~''> g .. . y .. · ·• "'."'}''"',....)· ··' ·• •• ,• e(; rg , ... · ,Q@ Y'< 

Jn .'11 fn~~ ... ¥. y,..,~ 

;a., :M~~ernent, 

b. ~fqe:es·w!io &ave.fiCant·ro1e'£ftmimt~·£OOtrol:o~lin~tali~I<· 

·~· :~ift4~~ ~·Ji1iveam~!~~Jefflfet'Qll~'C·tW®S!~f:~~~ 

g~ ~~l~~~;~~~~·~f:!;;t!lrf:i!~~~e~~k~~~!~Y:~n:, 
~JatnJIB, .. Ol'. others~ · 

9. Tb~~ ~e pn ~erted clai~ or l)SSessments that Jegal oo~el lias a4vis~ U$ ate~ 
·~l~o:f'asserti&n~Bhs,t,must:tie.diScloset[in.accotdanee;Fina.nmal··ACCOmtmg',Starnfafds 
B~ <FASBl'.A~'iJtlfilig:Standar<ls Codiii®.tfon (ASC)A'SG; CiJ}1fifig,'itltfilf.t!S:. 

IO. Sigp,ifjca,Dt ~J)JP,tici~ usedJ;ryus in making ~c~unting C$titnat(}S, are r~D.aJ:>Ie. 

11. Managetn~eha,sidentifiooand disclosed to youaJllawfo and latioJtsthat;ha,vea'direct 
Md roitt®w:elt~ct"onthe detwmination Qf financial statement unts. 

12. We ~ve arlo·pred tbeprnviSiom -0fGASB Codlfi"Catldn>oJ'Go.vemrnent Ac-oounring and 
Fm®ci. ··· :nfiigSri\.il4~ds Section 2100, l)efinifi&f~'C Finq[lt:iat · · · '.: we. 
t>eU~e . . we. na'Ve fropm-1y Idenfifit:a ®d rep0ttea. as a , . . ()f' t:ffe 
~.rpor.t}:i9~ ~a;e.b ()I.sflP~liPI1·tM.t m~ the crit~ia, ~t~AA$h~ itj {SJ\$~ ': . . J~d:qf 
Go\l~me~ ,Acco;~Jng an4 Financial Reporting StatJdardS' ~ctipn 11 OQ, efimng, tfz.e 
Financial Reporting.Entity. 

Except Where othelWise stated below, matters Jess than $7,000 coll~tively ate not considered 
to be exeeptions that require disclosure for the purpose ofthe following representations. This 
amou,nt is not. ne~AAfily indicative of amounts that W()uld require adjustment ti)) Qr di~cJQS\ITe 
in, the basic finarr~nl statements. 

Phont:,; (671)73~Kfrrf.(54ff3).* Fax' (671)734·3476 * l'.O. Bo;c; 21449 AMF, flt®n 96921 
Email: kgJ02@tckg,liltln.nd Website: http//www.pbsgti,arn.org, 



TACHMENT II, CONTINUED 

13. Except. a$ listed in Appendix A,. there are no transactions that have not been properly 
recorded. in the accounting records underl)':lli$ t1W finaneialstatements. 

l4. The Corporation . has n¢ plans or ilitentfo'ns tll~t: maJ . aff®t 
~lel5sffi~;:iti<:m: Qf ~rM· anct· liabilities.c 

1~. The wll<nvmg, . to tll~ i;;~t~nf a1pplic~t>J~ J:mvec· ~n a.ppropr!~t~Jy iqe11tifi~~ prop~ly 
:r~rded, tUJd dis~lo.seddn t~ fuli:tncial $tatem~s:. · · · 

a. 

b. 

a. It i$. nt lAASt r ljly pg~;ri~te J]!Ql( 
~t~t~r1;1e!l~of .· .. · t~~~.sit11at~n, 
the . tmanci:.d •. stJ1t.wents will cha11g~ 
oonfinnfu:g events. · 

T&c .. eff'~,ofth'e.~n8~·wou1a he,:ma:terial. fu·.tl:ie.:fmttn:~t~sf~t~nt:~, 

11 .. ~i.~~. 
1fte~~tt1l 

~iat:ed witn ~ft® 
tfititatiJ~lifg ei~:r 

a. The conc.;:ntratkm exists at the date of the finan~ial statements. 

b. The concentration makes the enterprise vulnerable to the·risk of a neat-term severe 
impact. 

c. It is at Jeast refispnably pqssible that the e;vetttS. thl!,t cifuJd caus.e the"severe .impactwill 
occur in the near term. 

18. There are no: 

a. Violations. or possible violation;> of laws <m .regulatfuns w¥se. effects: sho:u.!d be 
considered for disctesure fo the financial statements or,as a basi~· for Tec-0rd1ng a Joss 
contingency. 

b. Other lial;iilitie$ 9r g~ii;t qr los~ cpnt,.it)gencieS' that are required to be accrued or 
disclosed by FASB ASC 450, Contingecncies. 

19. The Corporation has satisfactory title to all owned assets, and there are no liens or 
encumbrances on such assets nor has any asset been pledged as ctJllatetal. 

20. The Corporation has complied with all aspects of contra~ual agreements that may have an 
effect on the finuncinlstntements in the eventofnoncompiinncc. 



21. No department on .· ag¢nc.y' of the €6rporation ''Im ·reported a material mst1tilce of 
oonoo.tt1Pli8n.wrous. · 

24 ·_R . a" •·. . ·~"' · ....,.. f ,..;;J.;.._8'"' .i:..... • ... Ii,.. •. • .·~. tn~~\lir~:~~~~·unt~M-'{ ,mJYtm~w:® 

oa. W<e:f:!Jntlintthit~n~~~bkt•~ri~~eiilmiw1ementarymformatfun. 

h M · · · anti ·~:enre<l m.,aGcO~ewldt 
.·.··i, · <:!~~fat R"'""ttm·. s~s .... · 

•,','/, ,, .. · ... ~t'.'."' . g ,,. , .. ,. 

;.· . . A:tlpnf~ff~m.'.JP~~taty inforomtipn ,b1w~ 
.•;t'~do: 

b. W~/be~vo;t'lrei~&UWienxmim ~J>rtnatfou, in41Pdfug its ftirm and content, is·fafi<(y 
~tesente<t in aet<\lrllaq~ Wifb!; .. !J}\SB :Qm.fi n.. of GQv.emment Aceoun.ting anq 
FmIDleial ~g Stana~ Section · •Cvmpte1iensive Annual Finlincl?Jl 
Rapon. · · · 

c. TIIe meuroas:ofm~~iii ~·'~enta~tt•'qftl16'$Jipplementary irifurmatton·hiive 
n.· 't ei.;:,.;;... ed no ... lli se~ii<A ··"·file .. ~·. l er.rod-. Q ],IQUgi.. rn ~ .. ~~.m: .. ,. Pm P . 

Z6. Ourin8.- fisc1d' yea:r 2J)t~,_ihe Eol'pOJ.'3tipn im.plemeni:edthe,fOllo:wing pronouncements:· 

• GASB Stat~ntNq. 57~ .Of>EDl'm!Jiiwe'lncnt:+bjifgtl'ltEnipli:ifers and Agent Mulhple{Ernployer 
P~, which amends Sf atement No., 4a1 Fizf6lit1i4l Reparttng.fcr Po stem · et1.t 
Bi:,'fteJJt P:la1JS 01~er 1Jt@ ~e~it>n P(~. ~d S~at.em~r No~ 45, Act:ouit .. · .. iirt<f 
fi-rffi1£ipllt~Rtii1i1ii'b.iefjzit<?Yfii:tf<>i:fr#~f!!.A1tzy~ent Ben . P,ther Than PeiJ,r~Q.1% 
and. addresses tS$U~ related to me~rement or OPE obhgahons by certam 
empl~y~rs paniC:ipaf.ipg m. ~g~nt m:ulHple-empk>yer Ot>EBpJans. 

• GASB Statw1ent No. 64, Deriva1tve.Jnsm1ments: App/ica1ion ef Hedge Accounting Termlnaflon 
Provisions (au atnen<l1lleht' of GASB Statement No. 53), which improves financial 
reporting by state and local governments by clarifying the circumstances in which 
hedge accounting cn:ritinue.c; to he applied when a swap counterparty, or a swap 
CQ\ltiterparty's credit suppqtt provider1 1s replaced. 

Pho1lcY(671)734-KGTF (5483) *Fax: (61]}734.:3476'* P,Q, Box 2 J449:QMF, Gu.am 9§921 
Email: kgt02@;1el~uam,J1~t WebSite: htlpl/www.pbsguam.org 



•'Jlllllilf'llllfllllk. . .. ATTACHMENT II, CONTINUED 

.PB·SGUAM 
titmIIJ· .Eauca tf~~ teJecomJ1lVl).i.cation Corpol'atfo11 

27. Jn D~bet 201 o .. 6AS1l isStred Stat~ent ~No .. 6(}. Acc0u11tfng ()i{dflmrrrcfal lft]JtJflitrg;/or 
Seffii2 <:miee#smn A~f!nt~. wnicn. addresses .how :to aero~, fo:t. ·~ report .sel!ViOO: 
ew~n&m'Bµaeme-nls.f~C:As}i;a;~W:J?e ofpub1iC:-pri\!:afe"q:rpubiro~ptiblie. p~ruptfra,t 

·· · ·· vemmeiits •Llij}i ·. • · · enterm ·, into. ~ : ref· ·· · thiS 
· · · · ·.· ., · A1terDe¢e~ 'c~1k. 2011 ~k ·· .,, 

tit ~" ar ht wuf'n·~ at ;; i:"] .. , . . . .. ~ ~ ew~ . ....... ... ~-.. -~ ma 
. ,Co\l!Q~n. 

-28. fn llee~:er.2qlo~ fyASB ~ed ~t#·emenf:.N~; 61, rie FinlhfCEiif~'#;;EJiliJY!;._ 
wMM(iS·'d' · ... t<t.ilrl»tov~~tjal:tepbrt···· o(go'.!t.emmentalentific:Bi~; · -

··~Stm~fita,,lito. l~ •11/tt JiePoFltiJgx&i(/j,. dlftl:l@, '1'*- JJii#it:' 
' ---~_,,,~:::~ -" .,~"- -- ---:---- " __ , / , -- .-: --~-< ~ ~,-----~¥-. -_-,; ----;,- .'-~- "'·-£"'' ;_--- -, 

:Sf~epf N9~ 6$, Ffnanr;mf ·· · ····· · · 'arUiJvei ·. ..,. , _,. 
J~'!~qf 

, Vl$1QJ.IS.O. . . .• . . 
er·· ·· ~ ll. Managrnnent does: not . . eve: tnc: 

oftlrlsstatementwill have a material effect·on the :finanaiatstatem'tnfs of 

ll:. . . ,, .... · . ''·~~-~ir~1~~:u~~~i~r~~~' . .wso ' . · .. ······.. eJ~. 
·~~~ ,rn:tIQ.w~N:if~Q.~·t9:'~*e consistency.Jn ftnanefut:repottm~ Th¢;Jm:>~f~llS:1 
qf th~ ~~~ ·ar~ .. ~ff~-Otive tQr p~iods beginning aft.~ j)~ceml;>~ JS} 2QJ~. 
-~.·· · · ·· .• ef!). en.. itlla!J.il10:t1-et d~. r:rnfu~ the· effect of implemeriratiowofilii's ~~tement on: the; 
fmanetalstatements oflhe Corporabon. 

·3.~ w.:~l}nl ~~fi~,~:S ts$µcd. .. "~.t~em¢nt No. 66;. Tedt'Jti.c~l ~ifff.cljoiiS.,., :£Q1<.Z~:wliich 
~~ me· ~~fU:lV.~ 'df w~cial reports by t¢SOJvirf eQJ)ftj~g li¢cd'tm,tii}g 311q, 
fiifanciatr · 'fthf ··. idan~ +f..;;,i+ eoukl diminish the ·.. ., · · of · · ··· · cfat e· rtiif · , .. ,, ........ , .~ .... g gµ···"····· ~ .. ,,.... ... ... . ... ... . ·.~w,..,.. .·,<·'. .,,~ .• "·~-g. 
The'J»RliS:ion~.oftbis statement are effective ror perfo s gllirtilig .. D~~mberJS'; 
2llk2, ~emwif:ha$?nQtY;~ de.tennin~ the. ~ffectofimpl~entatio:n::o.f'thisc.$1.~em.ent 
on'the financ:tal statcmeots. of the· Corporahon. 

33. In.!une 2~12, G~S~ issu~ Statement No. 67, finaneial Reporting.for fension Plans, 
which revises eXlsttng guidance for the financial reports of most pension plansi an"d 
Statement No. 68. Accounting and Financial Reporting for Pensions, which i;evises and 
establishes new financial reporting requirements for mpst governments that provide their 
employees with pension benefits. The. provisions in Statement 67 are effective for 

Plionet (67H734:KQ!f (54$Jl• Fax; (67l)TI4-3476*P.O. l3ox 21449 GMK Guam26921 
Email: kgt.fl2@,1eleguam. . .net Website: h ttpllwww .pbsgu.am.(Jrg 



. ATTACHMENT II, CONTINUED 

PBSG,UAM. 
Gt!mn Edl.l~ati0naltei~wi:eati'9n CQIW~!llioc11 

nnancial s~aternent$ . for perioqs ~g . after . Jun~ rs~ 201~ .. ·. 11te provisio.ns in 
Statement: 68' are effective for fiscal y~ beginning afterdtn1e; l5i 2014. Maruigement 
lJas:oot; yei;. d~erm.inedthe. effeet, ofimpiementatiotflir·these stat.emenu otfthe.fitlaticial 
statein¢iltSofthe Co tntion_, · 
; .> •. •· ••.. < .. · • rpo 

~4~ ~g¢W¢nt~ w:it!J; ~n.cial .. f!1$tjf\#tQP$ it)Y,<}llmg ~n-m:~tll:i& g:SJ!!Pces<'' Qt . odirl 
~ge,m~ts inv:q.hfing· restrj~~' on ~II '.bAI~, •lip.~ 9:f' ~tjlfi;, w sµruJaf 
~~menl$.bave:tre.e,nproperly4i~lesedi:mth~rfinan~ial .. $(ltt~ 

~Kt; wij }!~~~· ·appt9p~el).'" j~~nt!n~ ; . ~~ :ind~ :firiat)~i~l 
stt¢em:en~~ wrhere applt~ab.l~ ~Jn · :aymel')tJetruS: . 

. i"'J.. .• ~al)~;rerorded fut~ ~~·'stat~f)l~ · t~lll4'~~a!lft~ Q.eb~.or;s:fer 
sa168'~ ot etbel' ~hm:g¢5. ad$Ul~ ·c:m' ;qr-· oofbnt .' . . . . . - ll'eet tl~f anrl hav.~ been·. 
awrofrlateif reauwa·to~irestmmrethtet't~blcfviilue:~ 

~; ~~.. ~~,~~:'t%1~ iJtfeaeraJ 
Pf~ 
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